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SGS is the world’s leading inspection, verification, testing and certification company. We are
recognized as the global benchmark for quality and integrity. With more than 90,000 employees, we
operate a network of more than 2,000 offices and laboratories around the world. The headquarters of
SGS are in Geneva Switzerland.

Established in 1878, SGS transformed grain trading in Europe by offering innovative agricultural
inspection services. The Company was registered in Geneva as Société Générale de Surveillance in
1919. Shares were first listed on (SWX) Swiss Exchange in 1985. Since 2001, we have only one class
of shares consisting of registered shares.

From our beginnings in 1878 as a grain inspection house, we have steadily grown into our role as the
industry leader. We have done this through continual improvement and innovation and through
supporting our customers’ operations by reducing risk and improving productivity.

SGS Environmental Health and Safety Division provides independent third party testing to private and
public sector entities. Our services provide independent laboratory data to which inspectors,
consultants and regulatory agencies use to make decisions on human health and safety concerns.
We operate several laboratories throughout the United States and provide testing services in
Pennsylvania.

Lead testing programs exist today federally, but there are specific programs for lead testing in many
cities and states. Most testing and inspection programs originate from a specific concern driven by a
high historical content of lead, primarily from lead based paint, lead water pipes which may leach to
the water supply, and also dust which is formed by construction and demolition of facilities with high
lead content and have the potential to leach into soil. Lead was also used for many years as an “anti-
knock” agent in gasolines and the contamination from this use is still a significant source of lead,
particularly in urban areas, even 50 years after its phase out. Lead is also used in manufacturing, so
many industrial facilities already have programs in place to monitor lead discharge, analyze waste and
disposal products for lead content, and analyze stack emissions for lead content. Homes and
buildings constructed prior to 1978 are at risk for lead content.

In residential dwellings, schools, day cares and playgrounds, the highest risk of lead contamination is
to children under 6 years of age. Children can ingest lead through contact with chipping paint, dirt,
toys and playground equipment and toys which contain high levels of lead. The water supply is also of
concern; however there are already national and state level programs which are designed to prevent
water contamination.

Independent Laboratories Role in Lead Testing:

Independent laboratories role in lead testing is to provide accurate and legally defensible data to
stakeholders to determine the level of lead that is found through numerous inspection and testing
programs. The laboratories must be independent, and must be certified and audited by a regulatory
body to do this work. Laboratories must demonstrate proficiency in testing multiple matrices and must
be certified for each matrix that we test. Laboratories may provide sample containers or “lead wipe
kits” to sample collectors or inspectors. This sampling equipment must be certified prior to distribution
to ensure that the results are correct and accurate. Laboratories provide “Chain of Custody”
documentation that must accompany the samples throughout the collection process. The Chain of
Custody is a legal document which must be completed by the inspectors which include the verification



of the location where the samples are collected, the time of collection, and details relevant to the
transport and receipt of the samples to the laboratory.

Once a laboratory receives a sample, we assume custody, and assign a unique identifier to each
sample which will be carried through to the final report.

Laboratory analysis for lead can take between a few hours (in rush situations) to 5 business days to
complete and provide a laboratory report. Laboratories must be able to identify on each report the
location tested, the sample result, and the detection limit of the instrumentation, the time of analysis
and the initials of the laboratory analyst. All laboratory reports include the laboratories certification
number and signature of the responsible official at the laboratory for the data. The typical cost per
analysis is $25, but that is flexible based on turnaround time requirements and volume of samples that
the laboratory receives.

Laboratories provide completed and certified data reports to inspectors, consultants and government
entities who then make decisions and take actions based on the data we provide.

To highlight and existing PA lead program, below is the Philadelphia City Lead Paint Disclosure
Ordinance:

The Philadelphia Code — Chapter 6-800. Lead Paint Disclosure and Certification

An Ordinance — Bill No. 100011-A

The purpose of this legislation is to provide an educational tool, which will assist the Department of
Health

in identifying, reducing, and combating lead poisoning in Philadelphia children. The task of eliminating
lead from those properties that house children will be a costly one and will require a public/private
collaboration and partnership in order to preserve and to protect Philadelphia’s affordable housing
stock.

Philadelphia had previously adopted a “disclosure” law offering protections very similar to those of
Section 1018 of the federal Residential Lead-Based Paint Hazard Reduction Act of 1992. Bill No. 992
was approved on June 21, 1995 and took effect on October 28, 1995. The 2011 amendments to the
Philadelphia law significantly advance primary prevention by adding new inspection and certification.

Philadelphia adopted a pragmatic approach in its attempt to address the concerns of both lead
poisoning prevention advocates and the business interests that will be affected. The pragmatic
character of the law is manifest in specific measures to influence owner behaviors, including significant
penalties for noncompliance. Additionally, the law includes some practical measures that are likely to
increase awareness and effectiveness of the intended protections. Finally, the law anticipates potential
for abuse and includes quality control initiatives in the form of authorizing audits by the city.

Definitions.

Certified Lead Inspector — A person who is certified by the Philadelphia Department of Public health as
qualified by training and experience to conduct comprehensive lead inspections and risk assessments,
or by the Commonwealth of Pennsylvania as an “inspector-risk assessor” pursuant to the
Pennsylvania Department of Labor and Industry’s Lead-Based Paint Occupation Accreditation and
Certification Regulations; or is certified by the EPA and trained as a lead dust sampling technician.

Deteriorated Paint — Paint or other coating that is cracking, flaking, chipping, peeling, chalking, not
intact, or otherwise separating from the substrate of a building component, except that pinholes and
hairline fractures attributable to the settling of a building shall not be considered deteriorated coating.

Lead-Free — The circumstance in which the interior and exterior surfaces of a property do not contain
any lead-based paint and the property contains no lead-contaminated soil or lead-contaminated dust.

Lead-Safe — The circumstance in which a property is free of a condition that causes or may cause
exposure to lead from lead-contaminated dust, lead-contaminated soil, deteriorated lead-based paint,



deteriorated presumed lead-based paint, or other similar threat of lead exposure due to the condition
of the property itself.

Target Housing — Relating to lease agreements, residential property built before March 1978, but
excluding: (a) dwelling units developed by or for an educational institution for the exclusive residential
use and occupancy by that institution’s students; (b) buildings containing dwelling units all of which are
leased only to students enrolled in a college or university degree program; (c) dwelling units owned or
subsidized by the Philadelphia Housing Authority or its subsidiaries, or privately owned but currently
leased under the Housing Choice Voucher Program and therefore subject to federal requirements
administered by HUD; and (d) dwelling units in which children aged six and under do not and will not
reside during the lease term.

Valid Certification — For a certification that a property is lead-safe, the inspection date must be no
more than 24 months prior to the date of the lease is entered into. For a certification that a property is
lead-free, there is no time limit on the inspection date.

Renter Protections and Disclosures.

Before signing a lease agreement to rent any Targeted Housing, the lessor must provide the lessee
and the City Health Department with a valid certification prepared by a certified lead inspector stating
that the property is either lead-free or lead-safe, and the lessee shall acknowledge receipt of this
certification by signing a copy. This provision excludes lease renewals.

O A lead-safe certification shall state that a certified lead inspector (1) determined the property or

Unit to be free of any deteriorated paint and (2) collected interior dust samples in compliance with
EPA regulations and determined from test results that it does not contain lead-contaminated dust.

O After the above lease agreement is signed, the lessor shall (1) provide a copy of the signed

certification to the Department of Public Health; and (2) provide to the tenant a written notification
advising the tenant to perform a visual inspection of all painted surfaces periodically during the
term of the lease, and advising that the tenant may inform the lessor of any cracked, flaking,
chipping, peeling, or otherwise deteriorated paint surfaces. Once notified the lessor shall promptly
inspect and correct any defective conditions as required by the Philadelphia Property
Maintenance Code.

Right to Terminate a Purchase Contract or Lease Based on an Inspection or Risk Assessment
Report.

In all contracts for the purchase of residential housing constructed prior to 1978, the following must be
provided in writing: (1) the buyer has a 10-day period to obtain a comprehensive lead inspection or risk
assessment from a certified lead inspector at buyer’'s own expense; (2) should the inspection reveal
lead based paint or lead-based paint hazards, the buyer has the right to terminate the purchase
contract within five days of receipt of inspection report, with a refund of all deposit moneys paid; (3)
buyer’s failure to

timely act on (1) and/or (2) above will constitute a waiver of buyer’s right and contract will remain in full
force and effect.

In all contracts for the lease of residential housing constructed prior to 1978, the following must be
provided in writing: (1) the lessee has a 10-day period to obtain a comprehensive lead inspection or
risk assessment from a certified lead inspector at lessee’s own expense; (2) should the inspection
reveal lead-based paint or lead-based paint hazards, the lessee may terminate the lease within two
business days of receipt of the inspection report, with a refund of all monies paid; (3) lessee’s failure to
act in a timely fashion on (1) and/or (2) above will constitute a waiver of the right to conduct an
independent inspection, and the lease will remain in full force and effect. In a renewal of an existing
lease, the renewing lessee has the same right to conduct an inspection or risk

assessment as a new lessee, except the renewing lessee is afforded a 10-day period to notify lessor
of intent to terminate the lease. Additionally, the renewing lessee has up to 90 days after receipt of the
comprehensive lead inspection or risk assessment to actually terminate and vacate the premises.



Remedies and Penalties.

The Philadelphia ordinance incorporates a private right of action for a tenant to go to court to require a
non-complying landlord to provide the required inspections and certification. However, the range of
hefty penalties is more likely to influence landlord compliance decisions and behaviors. The recent
amendments increased fines from a maximum of $300 to $2,000 per offense, with each day of
noncompliance treated as a new offense. The separate remedies provision, 86-809, was amended to
include additional sanctions. When a landlord fails to provide the required certification, that landlord is
denied the right to collect rent for the period of non-compliance. To facilitate the private right of action,
the ordinance provides that the tenant may be awarded:

1. The costs incurred for obtaining an inspection and remediation of hazards;

2. Damages for harm caused by the failure to provide the required certification;

3. Exemplary damages of up to $2,000;

4. Abatement and refund of rent for the period the lessee occupies the property without certification;
and

5. Attorneys’ fees and costs.

The later provision may incentivize private attorneys to accept these cases and thus enhance the
likelihood they will be initiated.

Establishment of “Lead Court.”

The judicial system in which the Philadelphia law will be enforced may add to the likelihood of its
success.

In November of 2002, Philadelphia established a “lead court” under the Lead Abatement Strike Team
Program of the Philadelphia Department of Public Health. The Lead Court is part of the Philadelphia
court system to which lead hazard enforcement cases are assigned.

Additional information, including flyer and required postings, can be found on the city’s
website at http://www.phila.gov/health/childhoodlead/



