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Econosto UK Limited
Directors' Report for the Year Ended 31 December 2010

The directors present therr report and the audited financial statements of the company for the year ended 31
December 2010

Principal activity

The prncipal activity of the company 1s that of commission agents, importers, manufacturers' agents and
rmanufacturers of industnal valves

Dwvidends

The directors recommend a final dividend payment of £300,000 be made In respect of the financal year ended
31 December 2010 This dividend has not been recognised as a liabilityin the financial statements

Business review

Farr review of the business

There have been no significantchanges in the company's principal activity in the year under review The directors
are not aware of any major changes in the company's activities in the forseeable future

Turnover for the year 1s 24% down compared to a record 2009 Customer delays to two major projects had an
impact of £1milhon but the first half of 2011 will see the benefit The gross margin percentage has, however, been
maintamned at a similarlevel to 2009 due to more stable currency rates between Sterling and the Euro enabling
the company to mintmiseits exposure to the significant adverse swings in currency movements

The company has continued to focus primarily on its involvement in larger value projects, own branded product
sales and long terrm agreements with major clients

Overhead costs have been contained as far as possible duning the year given their relatively fixed nature In the
shortterm

The company's key financial and other performance indicators during the financial year were as follows

Unit 2010 2009
Turnover £000 10,946 14,454
Operating profit £000 136 1,076
Profit after tax £000 89 713
Sharehotders' funds £000 2,093 2,004
Crder intake £000 11,331 12,005
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Econosto UK Limited
Directors' Report for the Year Ended 31 December 2010

continued

Future outiook

The year ended with a more conservative order book than in previous years However, early indications suggest
that a number of customer projects that have been on hold for a period of ime, may now come to fruition during
the year This s reflected in a £1 8 milhon order received in February 2011

Sales and order intake are forecast to meet an ambitious budget and the company remains well placed n a
compehitive market

Strong financial and management support from a global parent company allows future opportunities to be funded
and actioned sffectively

New group acquisitions by SHV Holdings NV and strategic sourcing continues to provide new products and the
possibility of expanding the business inio new market segments

Principal risks and uncertainties

Competitive trading rnisk

The company manages competitive trading nsk by prowiding an added value service to its customers, having fast
response times and by maintaiming strong reiationshtps with its customer base The company is not dependent
on any single customer for significant portions of its turnover, however significant movements in the ol price
generally have a direct impact on the ievel of the company's business To counteract this, the company has
reduced its dependence on the oIl industry by diversifying into the nuclear power and marine industries

Other commerciai risks

As part of a large global orgamsation, the company 1s able to manage many of its commercial ngks by taking
advantage of a network of acquisifion, product sourcing and inspection teams which enable 1t to benefit from an
expanding range of established brands and reltable new group products, ensure strong qualty processes are in
place and quickly identify and replace suppliers who are under performing

It1s also a group policy to ensure that strong business continuity processes are in place, which support Econosto
UK's policy of recruiing expenenced, motivated employees and maintaining robust system procedures and
backups

Financial nsk management

Credit nisk

All customers who wish to trade on credit terms are subject to credit venfication procedures Recevables
balances are monitored on an ongoing basis and provision 1s made for doubtful debts where necessary

Foreign exchange risk

The company's transactions are predorminantly in Stering, Euro and US Dollar and the company is therefare
exposed {o the movement in foreign exchange rates In line with group policy, the company enters into forward
foreign currency contracts to negate the impact of volatility from exchange rates

Liguidity and interest rate nsk

The company 1s financed on a day to day basis by an overdraft facility with the company's bankers, which is
rarely fully utilsed On a long term basis the company has a funding loan from the parent undertaking which has
ng fixed repayment terms The company's exposure to liquidity nsk and interest rate movements s therefore
considered to be low
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Econosto UK Limited
Directors' Report for the Year Ended 31 December 2010

continued

Diwrectors of the company

The directors who held office during the year, and up to the date of signing of the financial statements, were as
follows

C N Gamble
JFAMVanOs

F A M Vollering

Directors’ indemmities

The company has granted an indemnity to one or more of its directors against llability in respect of proceedings
brought by third parties, subject to the conditions set out In section 234 of the Companies Act 2006 Such
qualifying third party indemnity provision remains in force as at the date of approving the directors’ report

Statement of directors’ responsibilities

The directors are rasponsible for prepanng the Directors’ Report and the financial statements in accordance with
applicable iaw and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have prepared the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law) Under company law the
directors must not approve the financial statements uniess they are sabsfied that they give a true and fair view of
the state of affawrs of the company and of the profit or loss of the company for that perod In prepanng these
financial statements, the directors are required to

+ select suitable accounting policies and 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 materia! departures
disclosed and explained in the financial statements, and

+ prepare the financial statements on the going concern basis uniess it 1s inappropnate 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 ime the financial pesition of the company
and 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 wrregulanties
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Econosto UK Limited
Directors' Report for the Year Ended 31 December 2010

continued

Disclosure of information to the auditors

Each director, at the date of approving this repori, has taken steps that they ought to have taken as a director in
order to make themselves aware of any relevant audit information and tc establish that the company's auditors
are aware of that information The directors confirm that there 1s no relevant information that they know of and

which they know the auditors are unaware of

Approved by the Board on 26 August 2011 and signed on its behalf by

=

S Hemislay
Company secretary
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Independent Auditor's Report to the Members of
Econosto UK Limited

We have audited the financial statements of Econosto UK Limited far the year ended 31 December 2010 which
comprise the Profit and Loss Account, the Balance Sheet and the related notes The financial reporting
framework that has been applied In ther preparation s applicable law and Urnited Kingdom Accounting Standards
(United Kingdom Generally Accepted Accounting Practice}

Respective responsibilities of directors and auditors

As explained more fully in the Statement of Directors' Responsiilities set out on page 4, the directors are
responstble for the preparation of the financial statements and for being satisfied that they give a true and fair
view Our responsibility 1s to audit and express an opimion on the financial statements in accordance with
applicable law and International Standards on Auditing {UK and Ireland) Those standards require us to comply
with the Auditing Practices Board’s {APB’s) Ethical Standards for Auditors

Thes report, including the opinions, has been prepared for and only for the company's members as a body In
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose We do not, In giving
these opinions, accept or assume responsibility for any other purpose or to any other person to whom this report
Is shown or into whose hands it may come save where expressly agreed by our prior consent 1n writing

Scope of the audit of the financial statements

An audit involves cblaining evidence about the amounts and disclosures in the financial statements sufficient to
give reasonable assurance that the financial statements are free from material misstatement, whether caused by
fraud or error This includes an assessment of whether the accounting policies are appropriate to the company's
circumstances and have been consistently appled and adequately disclosed, the reasonableness of significant
accounting estimates made by the directors, and the overall presentation of the financial statements

Opinion on the financial statements

In our optnion the financial statements

* give a true and farr view of the state of the company's affars as at 31 December 2010 and of its profit for the
year then ended,

+ have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice,
and

+ have been prepared in accordance with the requirements of the Compantes Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given In the Directors’ Report for the financial year for which the financiat
statements are prepared is consistent with the financial statements
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Independent Auditor's Report to the Members of
Econosto UK Limited

continued

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report
to you if, in our opinion

+ 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

« certan disclosures of directors’ remuneration specified by taw are not made, ar

* we have not received all the informationand explanations we require for our audit
M—;/( ;

Neil Philpott {Senior Statutory Auditor)

For and on behalf of PricewaterhouseCoopers LLP

Chartered Accountants and Statutory Auditors
Birmingham

26 Aurgust 2011
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Econosto UK Limited
Profit and Loss Account for the Year Ended 31 December 2010

2010 2009
Note £ 000 £ 000
Turnover 2 10,946 14,454
Cost of sales (8,173) {10,543)
Gross profit 2,773 3,911
Distribution costs (227) (381)
Administrative expenses (2,410) (2,454)
Operating profit 3 136 1,076
Other interest recewvable and similar ncome 7 7 -
Interest payable and similar charges 8 - (66)
Profit on ordinary actvities before taxation 143 1,010
Tax an profit on ordinary activities 9 {54) (297)
Profit for the financial year 16 89 713

Turnover and operating profit denve wholly from continuing operations

The company has no recogrused gains or losses other than those included in the results above, and therefore no
separate statement of total recognised gains and losses has been presented

There is no materiai difference between the profit on ordinary activities before taxation and the profit for the
financial year stated above and therr historical cost equivalents

The notes on pages 9 to 21 form an integral part of these financiat statements
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Econosto UK Limited {(Registration number: 1826762)
Balance Sheet at 31 December 2010

2010 2009
Note £ 000 £ 000
Fixed assets
Tangible fixed assets 10 191 141
Current assets
Stocks 11 2,696 3,277
Debtors 12 1,606 2,245
Cash at bank and in hand 937 1,365
5,239 6,888
Creditors Amounts falling due within one year 13 (3,337) (5,025)
Net current assets 1,902 1,863
Net assets 2,093 2,004
Capital and reserves
Called up share capital 14 8 8
Profit and loss reserve 16 2,085 1,986
Total shareholders’ funds 17 2,093 2,004

Approved for 1ssue by the Board on 26 August 2011 and signed on its behalf by

/-
T A
v L/ ’.‘u——-—-

Director '

The notes on pages 9 to 21 form an integral part of these financial statements
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Econosto UK Limited
Notes to the Financial Statements for the Year Ended 31
December 2010

Accounting policies

Basis of preparation

These financial statements are prepared on the going concern basis, under the historical cost convention and in
accordance with the Compames Act 2006 and applicable accounting standards in the United Kingdom The
princtpal accounting policies, which have been applied consistently throughout the year, are set out below

Cash flow statement

As the company 1s a wholly owned subsidiary and its parent publishes consolidated financial statements which
are publicly available, the directors have taken advantage of the exemption in Financial Reporting Standard 1
(revised 1996) from mcluding a cash flow statementin the financial statements

Turnover

Turnover represents amounts chargeable, net of value added tax, in respect of the sale of goods and services to
customers, arising from one continuing actiity

Revenue recognition

Revenue Is recogrised to the extent that the company obtains the rnight te consideration in exchange for its
performance Revenue 1s measured at the fair value of the consideration received, excluding discounts,rebates,
VAT and other sales taxes or duty The following criteria must aiso be met before revenue 1s recognised

Sale of goods

Revenue from the sale of goods is recognised when the significant nsks and rewards of ownershmp of the goods
have passed to the buyer, which usually occurs upon dispatch of goods

Tangible fixed assets

Tangible fixed assets are stated at histortc purchase cost less accumulated depreciation Such cost includes
costs directly attributable to making the asset capable of operating as intended

Depreciation

Depreciation 1s provided on tangible fixed assets so as to write off the cost, less any estimated residual value,
over thetr expected useful economic life as follows

Asset class Depreciation method and rate
Short leasehold land and buildings 5% straight ine basis

Plant and machinery 20% straight ine basis

Fixtures and fittings 20-33% straight tine basis
Motor vehicles 25% straght fine basis

The carrying values of tangible fixed assets are reviewed for impairment when events or changes In
circumstances indicate the carrying value may not be recoverable
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Econosto UK Limited
Notes to the Financial Statements for the Year Ended 31
December 2010

continued

Stock

Stock 1s valued at the lower of cost and net realisable value, after due regard for obsolete and slow moving
stocks Net reahisable value 1s based on selling price iess anticipated costs to completion and seliing costs

Cost includes all costs mcurred In bringing each product to its present location and condition Cost 1s calculated
on a standard cost basis

Deferred tax

Deferred tax1s recogmsed in respect of all tming differences that have onginated but not reversed at tha balance
sheet date where transactions or events have occurred at that date that wiil resuit in an obligation to pay more, or
a right to pay less or to receive more, tax, with the following exception

Deferred tax assets are recognised only to the extent that the directors consider that it s more likely than not that
there will be suitable taxable profits from which the future reversal of the underlying timing differences can be
deducted

Deferred tax 1s measured on an undiscounted basis at the tax rates that are expected to apply in the penods in
which timing differences are expected to reverse, based on the tax rates and laws enacted, or substantively
enacted, at the balance sheet date

Foreign currency

Profit and loss account transactions in foreign currencies are translated into sterling at the exchange rate ruling at
the date of the transaction or at the contracted rate if the transaction 1s covered by a forward foreign currency
contract Monetary assets and lhabilities denominated in foreign currencies are translated into sterling at the
closing rates at the balance sheet date, or If approprate at the forward contract rate, and the exchange
differences are included in the profit and loss account

Operating leases

Rentals payable under operating leases are charged in the profit and loss account on a straight ine basis over
the lease term

Pensions

The company operates a defined contribution pension scheme Contributions are recognised in the profit and
loss account in the penod in which they become payable in accordance with the rules of the scheme
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Econosto UK Limited

Notes to the Financial Statements for the Year Ended 31

December 2010

continuad

Turnover

An analysis of turnover by geographical location is given below

Sales - UK
Sales - Europe

Sales - Rest of world

Operating profit

Operating profit Is stated after charging

Operating leases - plant and machinery

Operating leases - other assets

Depreciation of owned assets

Depreciation of assets held under finance lease and hire purchase contracts

Auditor's remuneration

Auditor's remuneration

Audit of the financial statements

Other fees to auditors

Tax services

2010 2009
£ 000 £ 000

9,790 12,420

495 855

661 1,379

10,946 14,454
2010 2009
£ 000 £ 000

79 70

95 95

83 76

- 1

20 17
2010 2009
£ 000 £ 000

11 11

9 6

20 17
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Econosto UK Limited
Notes to the Financial Statements for the Year Ended 31
December 2010

continted

Particulars of employees

The average number of persons employed by the company {including directors) during the financial year,
analysed by category was as follows

2010 2009
Number Number
Procurement 1 1
Production 9 10
Sales 32 33
Admunsistration 9 6
51 50
The aggregate payroll cosis were as follows

2010 2009

£ 000 £ 000
Wages and salanes 1,434 1,507
Social security costs 158 164
Staff penswnsg a7 26
1,629 1,697

The company operates a defined contribuhon pension scheme The pension cost charge above represents
contributions payable in the year

There were no outstanding or prepaid contributions at either the beginning or end of the financial year

Page 13




Econosto UK Limited
Notes to the Financial Statements for the Year Ended 31
December 2010

continued

Directors’ remuneration

The directors’ remuneration for the year was as follows

2010 2009
£000 £ 000

Remuneration 124 92
Company contributions paid to money purchase schemes 7 5

During the year the number of directors who were accruing benefits under company pension schemes was as
follows

2010 2009
No No

Accruing benefits under money purchase pension scheme 1 1

Directors’ emoluments for two of the directors have been borne by another group company These directors are
also directors or officers of a number of companies within the SHV Holdings NV Group The directors' services to
the company do not occupy a significant amount of therr time As such the directars do not consider that they
have received any remuneration for thew incidental services to the company for the year ended 31 December
2010 and 2009

Other interest receivable and similarincome

2010 2009

£ 000 £ 000
Other interest receivable 7 -
Interest payable and similar charges

2010 2009

£ 000 £ 000
Interest on loans from group undertakings - 99
Other interest payable - 8
Exchange differences ansing on loans from group undertiakings - {41)
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Econosto UK Limited
Notes to the Financial Statements for the Year Ended 31
December 2010

continued

Taxation

Tax on profit on ordinary activities

2010 2009

£ 000 £ 000
Current tax
Corporation tax charge 50 269
Adjustments in respect of previous years 4 2
UK Corporation tax 54 271
Deferred tax
Ongination and reversal of iming differences - 26
Total tax on profit on ordinary activities 54 297

Factors affecting current tax charge for the year

Tax on profit on ordinary activities for the year 1s higher than (2009 - lower than) the standard rate of corporation
tax in the UK of 28% (2009 - 28%)

The differences are reconciled below

2010 2009

£ 000 £ 000
Profit on ordtnary activities before taxation 143 1,010
Corporation tax at standard rate 40 283
Accelerated capital allowances - 4
GCther short term timing differences (3) (28)
Expenses not deductible for tax purposes 13 10
Adjustments in respect of prior years 4 2
Total current tax 54 271
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Econosto UK Limited
Notes to the Financial Statements for the Year Ended 31

December 2010

continued

Factors that may affect future tax charges

No deferred tax asset has been recognised in respect of £30,000 (2009 - £30,000) of availlable capital losses as
their recoverability 15 dependent upon capital gains ansing in the future against which the losses can be offset
The company does not anticipate that these losses will be recoverable in the foreseeable future The amount of
deferred tax not recognised in the penod was £8,000 (31 December 2009 - £8,000)

The Finance Act (No 2) 2010 was substantively enacted on 20 July 2010 and includes legislation to reduce the
main rate of corporatien tax from 28% to 27% from 1 Apnl 2011 The deferred tax hability at 31 December 2010
has been re-measured accordingly

Further reductions to the UK corporation tax rate were announced in the June 2010 Budget These changes,
which are expected to be enacted separately each year, propose to reduce the rate by 1% per annum to 24% by
1 April 2014 The Budget also included measures to reduce the rate of wniting-down allowances on the main pool
of plant and machinery expenditure to 18% and on the special rate pool to 8%, both with effect from 1 April 2012

In addition to the changes in rates of Corporation tax disclosed above, a number of further changes to the UK
Corporation tax system were announced in the March 2011 UK Budget Statement A resolution passed by
Parltament on 29 March 2011 has reduced the main rate of corporation tax to 26% from 1 Apnl 2011 Legislation
to reduce the main rate of corporation tax froam 26% to 25% from 1 April 2012 1s expected to be included in the
Finance Act 2011 Further reductions to the main rate are proposed to reduce the rate by 1% per annum to 23%
by 1 Apnil 2014

As at the balance sheet date these further proposed changes to rates and captal allowances had not been
substantively enacted and, therefore, are not recogrised in these financial statements The impact of the
proposed changes is not expected to be matenal to the balance sheet
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Econosto UK Limite

Notes to the Financial Statements for the Year Ended 31

December 2010

continued

d

Tangtble fixed assets

Short

leasehold

land and Plant and Fixtures and Motor

buildings machinery fittings vehicles Total

£ 000 £ 000 £ 000 £ 000 £ 000

Cost or valuation
At 1 January 2010 50 101 284 38 473
Additions - 3 110 - 113
At 31 December
2010 50 104 394 38 586
Depreciation
At 1 January 2010 33 65 203 31 332
Charge for the year 3 10 46 4 63
At 31 December
2010 36 75 249 35 395
Net book value
At 31 December
2010 14 29 145 3 191
At 31 December
2009 17 36 81 7 141
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Econosto UK Limited
Notes to the Financial Statements for the Year Ended 31

December 2010
continued .
|
Stocks
2010 2009
£ 000 £ 000
Finished goods 2,696 3,277

The difference between purchase price or production cost of stocks and therr replacement cost 1s not matenal

Debtors
2010 2009
£ 000 £ 000
Trade debtors 1,452 2,083
Amounts owed by group undertakings 41 85
Carporation tax 42 -
Other debtors 1 2
Deferred tax 16 16
Prepayments and accrued income 54 60
1,606 2,246

Amounts owed by group undertakings are unsecured, interest free, have no fixed date of repayment and are
repayable on demand

Deferred tax

There was no movement in the deferred tax asset in the year |

Analysis of deferred tax

2010 2009
£ 000 £ 000

Capital allowances less than depreciation 16 16
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Econosto UK Limited

Notes to the Financial Statements for the Year Ended 31

December 2010

continued

Creditors Amounts falling due within one year

Trade creditors

Amounts owed to group undertakings
Corporation tax

Other taxes and social secunty

Other creditors

Accruals and deferred income

Loans due from parent undertakings are unsecured and have no fixed date of repayment No interestis levied on
these loans, with the exception of certain loans in place during 2009 which incurred interest at 7% per annum All

loans attracting interest have now been settled

Share capital

Allotted, called up and fully paid shares

2010 2009
£ 000 £ 000
1,517 1,791
1,413 2,536
- 145
93 120
85 80
229 353
3,337 5,025

2010 2009
No 000 £ 000 No 000 £ 000
8,080 Ordinary shares of £1 00 each 8 8 8 8
Dividends
20190 2009
£ 000 £ 000

Recommended final dvidend proposed for approval by shareholders

300
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Econosto UK Limited

Notes to the Financial Statements for the Year Ended 31

December 2010

confinued

Profit and loss reserve

£ 000
At 1 January 2010 1,996
Profit for the financral year 89
At 31 December 2010 2,085
Reconcihation of movementin shareholders' funds
2010 2009
£ 000 £ 000
Profit for the financial year 89 713
Opening shareholders' funds at 1 January 2,004 1,291
Clesing shareholders' funds at 31 December 2,093 2,004

Commitments

QOperating lease commitments

As at 31 December 2010 the company had annual commitments under non-cancellable operating leases as

follows

Operating leases which expire

2010 2009

£ 000 £ 000
Land and buildings
Qver five years 95 85
Other
Within one year 12 10
Within two and five years 35 49

47 59
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Econosto UK Limited
Notes to the Financial Statements for the Year Ended 31

December 2010

continued

Related party transactions

As a fully owned subsidiary undertaking of SHV Holdings NV, the company has taken advantage of the
exemption in Financial Reporting Standard 8 "Related Party Disclosures” from disclosing transactions with other
members of the group headed by SHY Holdings NV

Ultimate parent undertaking and controlling party

The company s controlled by SHY Haldings NV
The company's immediate parent company I1s Ball Valves UK Limited

In the directors’ opinion, the company's ultimate parent undertaking and contrelling party at the balance sheet
date was SHY Holdings NV, which is incorparated n The Metherlands The parent undertaking of the largest and
only group of undertakings for which group financial statements are drawn up and of which the company 1s a
member, 1s SHV Holdings NV Coples of its group financial statements, which include those of the company, are
avaliable from Riynkade 1, 3511 LC Utrecht, The Netherlands
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