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LOCHINVAR LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2012

Ehe directors present therr report and  financial statements for the year ended 31 December 2012

Prnincipal acuvities and review of the business

The principal activity continues to be that of supplying equipment to the Heating Industry 1n the UK and Ireland

‘I he company mantaned Sales levels within 5% of 2011 results Ths represents a sold performance in view of the difficult market
conditions and the re-organtsation of various key product hines following the acqusition of the company in August 2011 ‘The Rencwable
IHeat incentive did not provide the cxpected upsurge to the Rencwables market sector, but despite this our Solar business held up wll

1he company madc a pre-tax profit of £572,420 (2011 - 2 loss of £490,839) for the year on a tumaver of £7,160,854 (2011 - £7,516,204)

At 31 December 2012 the company had net assers of £2,666,756 (2011 - £2,240.412)

We expect market conditions to steadily improve dunng 2013 Most of the major Desgn Consultancy compames are reporting good
workloads and we should «ee the benefits of thus activity during the second half of the year T'he domestie part of the Renewable TTeat
Incentve 1 due for launch dunng Junc and this 1 expected to provide a boost to the non-domestic RTIT We are also expecting to
launch a number of new product ranges dunng 2013

The company continues to purchasc goods in Dollars and Euros and we have hedged 80% of our forecasted exposurc
We continue to be active members of our mam 1 rade body ICOM 1 nergy Associaton

In the opton of the Directors there arc no performance mndicators whase disclosurc 1~ necessary for an uaderstanding of the
devclopment, porformance or postion of the business

Darectors

I he directors who scrved duning the year were

D | Pepper
1] Kita

A G Rajendra
J I Stern

Disclosure of information to auditors

I'ach of the directors has confirmed that there s no information of which they are aware which 1~ relevant to the audit, but of which the
audhtors arc unaware 1hey have further confirmed that they have taken appropnate steps to idennfy such relevant information and to
establish that the auditors are aware of such informanon

Auditors
T auditors, [T W Bsher & Company, are deemed to be reappointed under section 487(2) of the € ompan.es Act 2006

On behalf of the board

J Kl
Dhrector

Dated ¥ 4 fa[ 2




LOCHINVAR LIMITED

STATEMENT OF DIRECTORS' RESPONSIBILITIES

‘The directors are responstible for preparing the Directors' Report and the financial statuments 1n accordance with applicable law and
regulattons

Company law requires the directors to prepare financial statements for cach financial year Under that law the directors have elected o
prepare the financal statements 10 accordance with Unted Kingdom Generally Accepted Accounting Practice {United Kingdom
Accounung Standards and applicable law) Under company law the directors must not approve the financial statements unless they are
sati-fied 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 penod

In prepanng these financial statements, the directors are required to

- select suitable accounting policies and then apply them consistently,

- make judgements and accounting estimates that arc rcasonable and prudent,

- prepare the financial statements on the going concern basts urdess 1t 1y mappropriak to presume that the company will continue n
business

Lhe directors are responsible for keeping adequate accounting records that are sufficent to show and wxplain the company’s rransactions
and disclose with reasonable accuracy ar any ume the financial posinon of the company and cnable them to ensure that the financal
statements comply with the Compamies Act 2006 They arc also responsible for safcguarding the assets of the company and hence for
taking reasonablc steps for the prevennon and detection of fraud and other irregulanties




LOCHINVAR LIMITED

INDEPENDENT AUDITORS' REPORT
TO THE MEMBERS OF LOCHINVAR LIMITED

We have audited the financial statements of 1 ochivar I umuted for the year ended 31 December 2012 set out on pages 4 to 16 The
financial reporing framework that has been apphied i therr preparation i~ applicable law and United Kingdom Accounting Standards
(United Kingdom Generally Accepted Accounting Practice)

I'his report 1s made ~olely to the company’s members, - a body, n accordance with Chapter 3 of Part 16 of the Comparues Act 2006
Our audit work has been undertaken <o that we might state 1o the company's members those matters we are reguired o “tate 1o them in
an auditon' report and for no other purpose | o the fullest cxtent permutted by law, we do not accept or assume responsibility to
anyonc othcr than the company and the company's members as a body, for our audit work, for this repor, or for the opinons we have
formed

Respective responsibilities of directors and auditors

As explained more fully in the Dircctors' Responsibilities Statement on page 2, the directors are responsible for the preparation of the
financial statements and for being sarsficd that they give a true and faur view Qur responubility s to audie and express an opiion on
the financial statements 1n accordance wath applicable law and International Standards on Audiing (UK and Irdand)  Thowt standards
require us to comply with the Auditing Practices Board's I thical Standards for Auditors

Scope of the audst of the financial statements

An audit nvolves obtaintng evidence about the amounts and disclesures 1n the financial statements sufficient to give reasonable
assurance that the financial statements arc free from material masstatement, whethcer caused by frand or ceror This includes an
assessment of whether the accounung policies ate approprate to the company's circumstances and have been consistently applied and
adequately disclosed, the reasonableness of sgnificant accounting ostimates made by the directors, and the overall prosentation of the
financial statements In addition, we read all the financial and non-financial information 1n the Directors' Report to idonnfy matertal
mconsistencics with the audited financtal statements I we become aware of any apparent marenal misstatements or inconsistencics we
constder the impheations for our report

Opi1mon on financial statements

In our opinton the financial statements

- pveatrue and fair view of the state of the company's affars a» at 31 December 2012 and of its profit for the year then ended,
- have been properly preparcd 1n accordance wath Unuted Kingdom Generally Aceepted Accounnng Practice, and

- have been proparcd in accordance wath the requirements of the Compantes Act 2006

Opimon on other matter prescnbed by the Compames Act 2006

In our opinton the information given n the Directors’ Report for the financial year for which the financal staternents are prepared 1y
consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report 1n respect of the following matters wherc the Compantes Act 2006 requires us to report to you if, i our

opIIon

- adequate accounting records have not been kept, or returns adequate for our audst have not been receved from branches not
vistted by us, or

- the finanaal statements arce not 1 agreement with the accounting records and returns, or

- cortam disclosures of directors’ remuneration specified by law are ot made, or

- wt have not recaved all the information and explanatons we require for our audat

Michael Davis (Senwor Statutory Auditor)
for and on behalf of H W Fisher & Company

Chartered Accountants
Statutory Auditor

Acre Houne

11-15 Williarm Road
London

NW1 3l R

United Kingdom

Dawed (2 Aot 21047




LOCHINVAR LIMITED

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2012

Notes
Tumover 2
Cost of sales
Gross profit
Administrative expenses
Operating profit/{(loss) 3
[nvestment income
Other mterest recetvable and similar income
Interest payable and similar charges 6
Profit/(loss) on ordinary activities before
taxaton
I'ax on profit/ (loss) on ordinary activities 7
Profit/(loss) for the year 19

I'he profirand loss account has been prepared on the basts that all opurations 2r¢ continung operations

There are no recognised gains and losses other than those passing through the profit and loss account

2012
£

7,160,854

(4,190,736)

2,970,118

(2,413,106)

557,012

15,891
353

(836)

572,420

(146,076}

426,344

20m
£

7,516,204

(4,558,835)

2957369

(3,456,124)

(498,755)

1,847
7216

(1,147)

(490,839)

76,264

(414,575)




LOCHINVAR LIMITED

BALANCE SHEET
AS AT 31 DECEMBER 2012

Company Registranon No 3453820 (England and Wales)

Fixed assets

[angble assets

Current assets

Stocks

Debtors

C.ash at bank and 1 hand

Creditors amounts faling due within one
year

Net current assets
Total assets less current habihties

Creditors amounts falling due after more
than one year

Provisions for habihizes

Capital and reserves
Called up share capital

Profit and loss account

Shareholders' funds

Approved by the Board and authonsed for tssue on q" " a

1ta

XYY (Ghe
JJ

Director

Notes

10

1
12

13

14

15

18
19

20

2012

1,828,731
1,356,302
702,062

3,887,005

(1,346,426)

140,318

2,540,609

2,680,987

(14,231)

2,666,756

400,002
2.266,754

2,666,756

2011

1,821,524
1,358,990
409,704

3,500,218

(1,525,570)

200,901

2,064,648

2,265,549

(3,750)
(21,387)

2,240,412

400,002
1,840,410

2,240,412




LOCHINVAR LIMITED

CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2012

Notes £

Net cash inflow/(outflow) from operating
acuvitnes 21

Returns on mnvestments and servicing of finance

Interest recerved 353
Intcrest elument of finance lease rentaly (836}
Othcr income {cash baws) 15,891

Net cash inflow for returns on mvestments and servicing
of finance

Taxation

Capital expendimre

Payments to acquire tangible fixed asets (19,919
Recupts from <ales of tangble fixed asacts 23,300

Net cash mflow/(outflow) for capital expenditure
Equity dividends paid

Net cash inflow/(outflow) before financing

Financing
Capital dement of finance leases {(4,420)

Net cash outflow from financing

Increase/(decrease) i cash in the year 23,22

2012

204,879

15,408

73,110

3,381

296,778

(4,420)

292,358

7216

(1,147)
1,847

(81,916)
10,083

(4,420)

2011

(257,960)

7916

(107,016

(71,833)

(951,000)

{1,579,893)

(4,420)

(1,384,313)




LOCHINVAR LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

11

12

13

14

16

17

18

Accounting polaes

ACCOI.ll'ltll‘lg convention

['he financial statements are prepared under the histoncal cost convenuon

Revenue recogmuon

Furnovir represents amounts recervable for goods and services net of VAL and trade discounts

Goodwmll
Acquired goodwall s snstmlly recognised at cost and then amortised over 1t esnmated uscful bfe of 20 years

Where there v an indicanion that the value of the goodwill may have been impatred, an imparment review 1 carned oat If the
tmpatrment review indicates that the recoverable amount 1 lower than the current value, the goodwill s watten down to the
recoverable amount  ['he remaining recoverable amount 1 then amornsed over the revised useful ceonomuc hife

Tangible fixed assets and depreciauon

[angible fixcd asscts are stated at cost less depreaation Deprecation s provided on all tangible fixed asscts, at rates caleulated to
write off the cost less esamated revidual value of each asset over its expected useful bife, as follows

I.easehold property over the term of the lease
Plant and machinery 25% Reducing batance
Computer equipment 33 3% Strayghe linc
bixtures, fittings & cquipment 25% Reductng balance
Motor vehicles 25% Reducng balance
Leasing

Assets hdd under finance leases and hire purchase contracts are treated as if they had buen purchased outnight at the prosent value
of the rentals payable, less finance charges, over the ponmary peniod of the agreements | he correspending obligations under these
agreements are included n creditors The finance element of the rentals payable 15 charged to the profit and loss account o as to
produce a constant rate of charge on the outstanding balance in cach pertod

Rental payments under operanng leases are charged to the profit and loo~ account on a straight line basis over the penod of the
lease

Stock
Stock 1y valued at the lower of cost and net realisable value Cost includes all direct costs incurred n bringing the stocks to their
present location and condinon

Net realisable value t based on estimated seliing price less further costs expected to be ineurred 1o completion and disposat

Pensions

‘The company operates a defined contribution wcheme for the bencfit of its employees Contnbunions payable are charged to the
profit and lows account 1n the year they arc payable

Deferred taxation

Deferred tax 1+ provided 1n full on aming differences which result n an obligation at the balance sheet date to pay more tax, or a
tight to pay less tax, at a future date, at mtes expected to apply when they crystallise based on current tax rates and law Timing
differences anse from the mcluston of items of income and expenditure 1n mxation computations n penods different from those
in which they are meluded mn the accounts Deferred tax » not provided on uming differences arsing from the revaluation of fixed
asscts where there v no commutmcnt to sell the assets Deferred tax assets are recogmsed to the extent that it s regarded as more
likely than not that they will be recovered 1eferred tax assets and habihties are not discounted




LOCHINVAR LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2012

19

Accounting policies

Foreign currency translabion

| ransactions denominated 1 forugn currencies are recorded at the rate of exchange ruling at the date of the transaction

(Continucd)

Monetary assets and liabilities denomimated in foragn currencies are translated into sterling at the rates of exchange ruling at the

balance shect date All differences are taken to profit and loss account
Turnover

Geographical market

UK
Rest of world

Operating profit/(loss)

Operating profit/ (foss) s stated after charging:
Amortiation of intangible fixed assets
Impatrment of tntangible fixed assets
Deprecranon of owncd tangible fixed assets

[Deprecation of tangible fixed assets hdd under finance leases and hire purchase contracts
1 o5~ on disposal of tangible fixed asscts

Operating lease rentals
- Plant and machincry
- Other assets

Auditors’ remuneration {including expenses and benefits 1n lund)

and after creditng

Profit on forugn exchange transactions

Tumover

2012 2011

£ £
6,844,770 7,320,648
316,084 195,556
7,160,854 7,516,204
2012 2011
£ £

- 26,001

- 155,996

51,231 67,168
1,867 2,490
4,104 4943
78,299 73,572
109,412 109,425
27,151 18,000
3.985 15,941




LOCHINVAR LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

4 Directors' emoluments

Emoluments for quabfying scrvices

Company pension contrbutions to money purchase schemes

2012 2011

L £
114,661 466,623
5,582 166,216
120,243 632,839

"The number of directors for whom retirement bene fits are aceruing under money purchase penston schemes amounted to 1 (2011

-1

5 Employees

Number of employees

The average monthly numbcr of employees (including directors} dunng the year was

Selling and admuntstration

Employment costs

Wages and salanes
Socnl sceunty costs

Other pension costs

6 Interest payable

lease finance charges

2012 2011

Number Number
34 34

2012 2011

L £
1,237,794 1,876,603
133,304 225,335
27,376 189,228
1,398,474 2,291,166

2012 201

£ £

836 1,147




LOCHINVAR LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

7 Taxanon

Domestc current year tax
UK corporztion tax

Adpustment for prior years
Current tax charge

Deferred tax
Deferred tax charge

Factors affecting the tax charge for the year

Profit/{los) on ordinary activities before taxation

Profit/ {loss) on ordinary activities before taxaton mutuphed by standard rate of UK
corporatum tax of 24 50% (2011 - 26 50%)

I ffects of

Non deductible cxpenses
Deprecation add back

Caputal allowances

Tax losses utthised

Adyustments o previous periods

Other adyustments

Current tax charge

8 Dividends

Ordinary mrenm paid

2012 2011
£ £
153,232 -
- 73,111)
153,232 (73,111)
(7,156) (3,153)
146,076 (76,264)
572,420 (490,839)
140,243 (130,072)
7,760 59,288
13,009 25,350
(.763) (19,689)
- 65,123
- 73,111)
(7 -
12,989 56,961
153,232 73,111)
2012 2011
£ £
- 951,000

-10-




LOCHINVAR LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

9 Intangible fixed assets

Goodwll
£
Cost
At 1 January 2012 & at 31 Dicomber 2012 520,000
Amortisation
At 1 January 2012 & at 31 December 2012 520,000
Net book value
At 31 December 2012 -
At 31 December 2011 -
10  Tangible fixed assets
Computer Leasehold Plant and Fixtures, Motor Total
egquipment property machmery fitungs & vehicles
equipment
£ £ £ £ £ £
Cost
At 1 January 2012 64,410 124,113 42,061 113,793 182,683 527,060
Addions 2,369 - 1,420 3,102 13,028 19,919
Disposals - - - - (51,218) (51,218)
At 31 December 2012 66,779 124,113 43,481 116,895 144,493 495,761
De¢preciation
At 1 January 2012 40,265 99,638 30,258 99,522 56,476 326,159
On diwsposals - - - - (23,814) (23,814)
Charge for the year 12,693 1,708 3,188 4,079 31,428 53,098
At 31 December 2012 52,960 101,346 33,446 103,601 64,090 355443
Net book value
At 31 December 2012 13,819 22,767 10,035 13,294 80,403 140,318
At 31 December 2011 24,145 24475 11,803 14,271 126,207 200,901

Finance leases and hire purchase contracts
The net book value of tangible fixed assets includes an amount of £5,602 (2011 - £7,469) m respect of aswet~ held under finance

leases or hure purchase contracts

-1 -




LOCHINVAR LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2012

11

Stocks

Finished goods and goods for resale

Debtors

[rade debtors
Corporation tax
Other debtors

Prepayments and accrued income

Creditors amounts falling due wathsn onc year

Net obligations undcer finance leases
Trade creditors

Amounts owed to group undertakings
Corporation tax

Other taxes and ~ocial secunty costs
Other credutors

Accruals and deferred income

2012 2011
£ £
1,828,731 1,821,524
2012 2011
£ £
1,257,952 1,219,206
- 73,111
1,048 5,806
96,402 60,867
1,356,302 1,358,990
2012 2011
£ £
3750 4,420
132,807 286,294
322,312 314,322
153,231 -
170,531 122,287
3223 2867
560,482 795,380
1,346,426 1,525,570

-12-




LOCHINVAR LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 3f DECEMBER 2012

14 Creditors amounts falling duc after more than one year 2012 2011
£ £
Net obliganons undcr finance lcases - 3,750

Net obligauons under finance leases

Repayabie bitween one and five years 3,750 9,644
3,750 9,644

Finance charges and interest allocated to future accounting perniods - (1,474)
3,750 8,170

Included 1n habilities falling due within one year (3,750) {4,420)
- 3,750

15 Provisions for habihities
Defetred tax

Liability
£
Balancc at 1 January 2012 21,387
Profit and loss account {7,156)
Balance at 31 December 2012 14,231
The deferred tax hability 1s made up as follows.
Deferred tax 15 calculated at 23% (2011 - 25%) analysed over the following tmung differences
2012 2011
£ £
Accelerated capital allowances 14,231 21,387

16 Forward foreign exchange contracts

It 15 company policy to hedge 1t foreign exchange n~k by taking out forward foreign exchange contract~ The fair value of forward
exchange contracts, being the market price at the balanc <hect date, 18 £937,038 (2011 £379,440) Ar 31 December 2012 there
was £2.863 of unrecognised nct gans (2011 £2,414 net losses) on forward foregn cxchange contracts

13-




LOCHINVAR LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2012

17

18

19

20

Pension and other post-reurement benefit commitments

Defined contnbution

[he company operates a defined contnbution pension scheme The assets of the scheme arc hedd separately from thosc of the
company m an independently administercd fund  [he pension cost charge represents contributions payable by the company to the
fund Included 1n creditors at the year remained a balance of £1,295 (2011 £2,867) duc to the pension scheme

Share capital

Allotted, called up and fully pad
400,602 Ordinary shares of £1 cach

Statement of movements on profit and loss account

Balancc at 1 January 2012
Profit for the year

Balance at 31 December 2012

Reconcihation of movements in shareholders' funds
Profit/(los) for the financial yar
Dividends

Net addition to/ (depletion 1n) sharcholders' fund-
Opening sharcholders' funds

Clo~ing shareholders' funds

2012 2011
£ £
400,002 400,002

Profit and loss

account

£

1,840,410

426,344

2,266,754
2012 2011
£ £
426,344 (414,573)

- {951,000)
426,344 (1,365,575)
2,240,412 3,605,087
2,666,756 2240412

-14-




LOCHINVAR LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2012

21 Reconcihation of operating profit/(loss) to net cash inflow/ (outflow) from operating 2012 2011
actvies
£ £
Opurating profit/(ow) 557,012 (498,755)
Deprecizhon of tangible fixcd assets 53,098 69,658
Amortisation of mtangble fixed asvers - 26,001
Impaiwrment of mtangible fixed avsets - 155,996
Loss on disposal of ungble fixed assces 4,104 4,943
Increase n stocks (7,207) (131,076)
(Increase)/decrease in debtors (70,423) 120,274
Decrease i creditors (331,705) (5,001)
Net cash inflow/(outflow) from operating actinties 204,879 (257,960)
22 Reconciliation of net cash flow to movement 1n net funds 2012 2m
£ £
Increase/(decrease) n eash in the year 292,358 (1,384,313)
lnance lease payments 4,420 4,420
Movement in net funds/(debt) 1n the year 296,778 (1,379.893)
Opening net funds 401,534 1,781,427
Closing net funds 698,312 401,534
23  Analysis of net funds 1 January 2012 Cash flow Other non-cash 31 December
changes 2012
£ L £ £
Net cash
Cash at bank and in hand 409,704 292,358 - 702,062
Debt
Fmance leascs and hire purchase (8,170) 4,420 - (3,750
Net funds 401,534 296,778 - 698,312

-15-




LOCHINVAR LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2012

24  Financial commitments

At 31 December 2012 the company was commiteed to making the follovang payments under noa-cancellable operating leases 1n
the year to 31 December 2013

Land and buildings Other
2012 2011 2012 2011
£ £ £ £
Operaung leases which expire

Within one year - - 7423 273
Between two and five years - - 111,739 78,869
In over five years 112,885 112,885 - -
112,885 112,885 119,162 79,142

25  Related party transacuons

Included in creditors 15 an amount owed to the Lochinvar Corporatton of £240,672 (2011 £290,643) a company which 1
controlled by A O Smith Corporation, the ultimate parent of Lochinvar Lumited Lochinvar §.td purchased goods with a valuc of
£1,816,590 (2011 £2,468,847) from Lochinavar Corporation dunng the year he company received £nd (2011 £1,847)
commisston from Lochinvar Corporation

Included in ¢reditors 1 an amount owed to A O Smuth Water Products Company B V of £80,763 (2011 £ni) 2 company which 1»
controlled by A O Smith Corporation, the ulumate parent of Lochinvar Limited Lochinvar I td purchased goods with a valuc of
£588,687 (2011 £l

Included 1n creditors 15 an amount owed to A O Smuth Corporation of £877 (2011 £23.679) Dunng the year Lochinvar Lrd was
rccharged expenses of £5,616 (2011 £23,679) from A O Smith Corporanon

26  Controlhing partes

‘The ulumate controllng party 1+ A O Sruth Corporation a company ncorporated m the United States of Amenea

-16-




