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FOSECO (UK) LIMITED

DIRECTORS’ REPORT

The directors present their report and accounts for the year ended 31 December 20086.

Result and dividends

The profit for the year after tax amounted to £198,000 (2005 £1,526,000) The Directors pad a
dividend of £nil In respect of this financial period (2005 £16,172,000) The resultant profit for the year
of £198,000 was transferred to reserves

On 20 June 2007 the Company received a dividend of £ 7,000,000 from Foseco Overseas Iimited and
declared and paid an intenm dividend of £7,000,000

Principal activities and review of the business

The Company I1s a wholly owned subsidiary of Foseco Helding Limited  The ultimate holding company
is Foseco plc

The principal activities of the Foseco plc group are the development, manufacture and supply of
consumable products and services to the higher gquality segments of the foundry and steel-making
industries worldwide

On 12 May 2005, the Company transferred all of its foundry and steel mills trading operations to a
fellow subsidiary for a consideration of £13,705,00C¢ The results of these businesses until the date of
disposal are shown as “Discontinued Operaticns” in the Profit And Loss Account

The Company’s principal activity 1s now holding the investment in certain subsidiary undertakings of
the Foseco plc group The Company's income consists of dividends received from these investments.
The balance sheet on page 9 shows that the Company’s net assets have increased during the year by
£198,000 mainly as a result of the release of a provision for diminution in the value of s subsidiary
undertakings

The Foseco plc group manages its operations on a divistonal basis  For this reason, the Company’s
directors believe that further key performance indicators for the Company are not necessary or
appropnate for an understanding of development, performance or position of the business The
performance of the Foseco pic group as a whole, which includes the Company, s discussed in the
Foseco plc Annual Report, which does not form part of this report

Principal risks and uncertainties
The Company’s directors consider the risks for the Company to be the same as the nisks to the

Foseco plc group that are discussed In the Foseco plc Annual Report, which does not form part of this
report




FOSECO (UK) LIMITED

DIRECTORS’ REPORT (continued)

Research and development

The Company does not perform research and development. Fellow subsidiary undertakings of the
Foseco plc group perform research and development actvities for the group The research and
development activites are discussed in the Foseco plc Annual Report, which does not form part of this
report

Future developments

The directors consider that the business of the Company s unlikely to change in the foreseeable
future

Fixed assets

The changes in fixed assets during the year are summarised in the notes to the accounts

Directors
The directors of the Company durning the year and at 31 December 2006 were as follows

D G Hussey
P D Dean

Mr J R P Pike was appointed as a director on 14 June 2007
No director had any interest in the shares of the Company

No director was Interested either during or at the end of the year in any contract which was significant
in relation to the Company’s business

There were no quahfying third party indemnity provisions (as defined by s309B of the Companies Act
1985) in force at any time during the year

Share capital

The authonised share capital of the Company 1s £1,000 divided into 1,000 Ordinary shares of £1 each

The total 1ssued share capital of £1,000 1s divided into 1,000 Ordinary shares of £1 each held by
Foseco Holding Limited, the immediate parent undertaking




FOSECO (UK) LIMITED
DIRECTORS’ REPORT (continued)

Employees

Details of the number of employees and related costs can be found in note 4 to the accounts

Directors’ statement as to disclosure of information to auditors

Having made enquines of fellow directors and the Company’s auditors, each of the directors who was

a director at the date of approving this report confirms that-

— to the best of each director's knowledge and belief, there 1s no information relevant to the
preparation of their report of which the Company's auditors are unaware, and

— each director has taken all the steps a director might reasonably be expected to have taken to be
aware of relevant audit information and to establish that the Company’s auditors are aware of that
information

Auditors
In accordance with 5386 of the Comparies Act 1985, a resolution to dispense with the obligation to

appoint auditors annually was passed on 8 October 2002 Accordingly Ernst & Young LLP shall be
deemed to be reappointed as auditors 28 days after the accounts are sent to the members

On behalf of the Board

snorsn  Robats

S M Roberts
Secretary

10 September 2007



FOSECO (UK) LIMITED

STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE ACCOUNTS

The directors are responsible for preparing the annual report and the financial statements 1n
accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that
law the directors have elected to prepare the financial statements in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law)
The financial statements are required by law to 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 financial
statements, the directors are required to

— select suitable accounting policies and then apply them consistently;
— make judgments and estimates that are reasonable and prudent,

— prepare the financial statements on the going concern basis unless It is inappropnate to presume
that the Company will continue in business

The directors are responsible for keeping proper accounting records that 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 Compamies Act 1985 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 rregularities




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF FOSECO (UK) LIMITED

We have audited the Company's financial statements for the year ended 31 December 2006, which compnse
the Profit and Loss Account, the Balance Sheet, and the reiated notes 1 to 16 These financial statements have
been prepared under the accounting policies set out therein

This report 1s made sclely to the company's members, as a bedy, in accordance with Section 235 of the
Companies Act 1985 Our audit work has been undertaken so that we might state to the company’s members
those matters we are required to state to them in an audstors' report and for no other purpose To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the company and the
company's members as a body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparnng the Annual Report and the financial statements in accordance with
applicable United Kingdom law and Accounting Standards (United Kingdom Generally Accepted Accounting
Practice) are set out in the Statement of Directors' Responsibilittes

Our responsibility 1s to audit the financial statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the financial statements give a true and fair view and are properly
prepared in accordance with the Companies Act 1985 Woe also report to you whether in our opinion the
information given in the directors' report 1s consistent with the financial statements

In addition we report to you if, In our opinion, the company has not kept proper accounting records, If we have
not received alt the information and explanations we require for our audit, or if Information specified by law
regarding directors' remuneration and cther transactions 1s not disclosed

We read the directors’ report and consider the mplications for our report if we become aware of any apparent
misstatements within it

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and lreland) i1ssued by the
Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts
and disclosures Iin the financial statements It also includes an assessment of the significant estimates and
judgments made by the directors in the preparation of the financial statements, and of whether the accounting
policies are appropnate to the company's circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain ail the information and explanatons which we considered
necessary In order to provide us with sufficient evidence to give reasonable assurance that the financial
statements are free from material misstatement, whether caused by fraud or other irregulanty or error  In
forming our opinion we also evaluated the overall adequacy of the presentation of information in the financial
statements

Opinion
In our cpinion
= the financial statements give a true and fair view, in accordance with United Kingdom Generally
Accepted Accounting Practice, of the state of the company's affairs as at 31 December 2006 and of
its protit for the year then ended,
= the financial statements have been properly prepared in accordance with the Compantes Act 1985,
and
= the information given in the directors' report 1s consistent with the financial statements

Erngt 2 yMAf L
Emst & Young LLP
Registered auditor

Birmingham

w020 Sepremshes 2607




FOSECO (UK) LIMITED

PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 DECEMBER 2006

2006 2006 2006 2005 2005 2005
Notes £'000 £'000 £'000 £'000 £'000 £'000
Discontinued  Continuing Total Discontinued Continuing Total
operations  operations operations operations
Turnover 2 - - - 14,437 - 14,437
Cost of sales - - - (11,958) - {11,956)
Gross profit - - - 2,481 - 2,481
Distribution costs - - - (517) - (517)
Selling costs - - - (1,090) - (1,090)
Administration expenses - - - (1,119) - (1,119)
Release of diminuation
provision 9 196 196
Operating profit/(loss) 3 - 196 196 (245) - (245)
Net profit/(loss) on sale ) i
of businesses 6 ! ! (393) (393)
Profit/(loss}) before i
Interest and tax i 197 197 (638) (638)
Income from Investments - 1 1 - 2,164 2,164
Profit/(loss) on ordinary
activities before tax ) 198 198 (638) 2,164 1,526
Tax 7 - B N ) ) -
Profit/{loss) on
ordinary activities after 13 - 198 198 (638) 2,164 1,526

tax

The Company has no recognised gains or losses other than the profit for the year of £198,000 (2005.

£1,526,000)

Details of dividends paid during the year are set out in note 8 to the financial statements

A reconcihation of movements in shareholders’ funds is set out in note 13 to the accounts




FOSECO (UK) LIMITED

BALANCE SHEET AT 31 DECEMBER 2006

Notes

10

11

12
13
13

13

Approved by the Board of Directors on 10 September 2007

Fixed Assets

Investments

Current Assets
Debtors

Creditors amounts falling due within one year

Net current assets

Total assets less current liabilities

Capital and reserves
Called-up share capital
Share premuum

Profit and loss account

Total shareholders’ funds

and signed on thewr behalf by.

) ; &\‘%;1 . Director

2006 2005
£'000 £°000
18,691 18,495
18,691 18,495
18,109 18,095
(13) (1)
18,096 18,094
36,787 36,589
1 1
35,238 35,238
1,548 1,350
36,787 36,589




FOSECO (UK} LIMITED
NOTES TO THE ACCOUNTS

1. Accounting Policies
Basis of accounting

The financial statements are prepared in accordance with the Companies Act 1985 and with
applicable accounting standards and under the histornical cost accounting rule

Group Accounts

These financial statements present information about the Company as an individual undertaking and
not about its group. The Company does not have to prepare group accounts as It is a subsidiary of a
European parent that prepares group accounts

The Company’s ultimate parent undertaking 1s Foseco plc  The Company’s accounts are incorporated
into the consolidated accounts of Foseco ple, which are prepared in accordance with UK legislation
and include a consolidated cash flow statement Therefore, group accounts are not required by
reason of Section 228(1) of the Companies Act 1985 and the Company I1s also exempt from the
requirement of Financial Reporting Statement No 1 (Revised) — “Cash Flow Statements”

The Annual Report of Foseco plc may be cbtained from Coleshill Road, Tamworth, Staffordshire, B78
3TL or from the Foseco website at www foseco com  This i1s the parent undertaking of the of the
smallest and largest group into which the Company’s results are consolidated and for which group
accounts are prepared and are publicly avallable

Revenue

Revenue 1s recognised to the extent that it 1s probable that economic benefits will flow to the Company
and the revenue can be reliably measured. The following specific recognition critena must also be
met before revenue 1s recognised

Sale of goods

Revenue is recognised when the significant nsks and rewards of ownership of the goods have passed
to the buyer and can be reliably measured Revenue 1s measured at the farr value of the
consideration received or recetvable and represents amounts receivabie for goods provided In the
normal course of business, net of discounts, customs duties and sales taxes

Investment income

Investment income 1s recognised when the nght to receive payment is established

10



FOSECO (UK) LIMITED

NOTES TO THE ACCOUNTS (continued)

Tax
Corporation tax payable 1s provided on taxable profits at the current rate

Deferred tax 1s recognised in respect of all timing differences that have onginated but not reversed at
the balance sheet date where transactions or events have occurred at that date that will result in an
obligation to pay more, or a nght to pay less or to receive more, tax, with the folliowing exceptions

— Provisiont 1s made for tax on gains ansing from the revaluation (and simdar far vailue adjustments)
of fixed assets, and gains on disposal of fixed assets that have been rolled over into replacement
assets, only to the extent that, at the balance sheet date, there i1s a binding agreement to dispose
of the assets concerned However, no provision 1s made where, on the basis of all available
evidence at the balance sheet date, it 1s more likely than not that the taxable gan will be rolled
over into replacement assets and charged to tax only where the replacement assets are sold,

— Provision 1s made for deferred tax that would anse on remittance of the retained earnings of
overseas subsidiaries, associates and joint ventures, only to the extent that, at the balance sheet
date, dividends have been accrued as receivable,

— 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 difference can be deducted

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

Foreign currencies

Assets and liabiiies denominated in foreign currencies are translated at the rate of exchange ruling at
the balance sheet date Transactions in foreign currencies are recorded at the rate ruling at the date
of the transaction All differences are taken to the protit and loss account

Going concern

After considering the Company’s budget and its strategic plans, the Directors are satisfied that the
Company has adequate resources to continue in operational existence for the foreseeable future,

being at least twelve months from the date of approval of the financial statements They therefore
continue to adopt the going concern basis in the financial statements

11



FOSECO (UK) LIMITED

NOTES TO THE ACCOUNTS (continued)

2. Segmental analysis

Geographical area (destination of sales)

2006 2005
Inter Sales to Inter Salesto
Total Segment third Total Segment third
Sales Sales parties Sales Sales parties
£000 £000 £000 £000 £000 £000
To the UK - - - 7,213 - 7,213
To Continental Europe - - - 5,727 - 5,727
To the Americas - - - 818 - 818
To the Pactfic - - - 678 - 678
Total - - - 14,437 - 14,437

The sales relate to foundry and steelmills trading operations, which were discontinued from 12 May
2005 following the transfer of the trading operations to a fellow subsidiary

3. Operating profit/(loss)

2006 2005
Note £'000 £'000

This 1s stated after charging/(crediting)

Staff costs 4 - 3,170
Depreciation of owned assets - 306
Amortisation of goodwill - (53)
Rentals payable under operating leases
- l[and and buildings - 151
- plant and machinery - 308

Auditors' remuneration
Current year audit fees have been borne by another group entity
- audit fees - 12

12



FOSECO (UK) LIMITED

NOTES TO THE ACCOUNTS (continued)

4. Staff costs

2006 2005
£'000 £'000

Wages and salanes - 2,683
Saocial secunty costs - 254
Current service pension costs - 233

- 3,170

Average number employed
Number Number

Manufactunng - 67
Administration - 24
- 91

5. Directors’ remuneration

The Dwectors are also Directors of the parent company, Foseco plc and detals of therr
remuneration are disclosed in the accounts of that company Remuneration pard in respect of
the Directors has been paid through another group company and the Directors consider it
inappropnate to allocate the relevant proportions of their remuneration across the group

6. Non operating exceptional items
2006 2005
£'000 £'000
Profit on sale of business - note (a) 1 -
Loss on transfer of businesses — note (b) - (393)
1 (393)

(a) The profit on sale arose from the further payment arsing from an adjustment for the assets
relating to the disposal of the releasants business of the Company

(b) The loss on transfer arose from the transfer of the Foundry and Steel Businesses on 12 May to
New Foseco (UK) Limited, a fellow subsidiary undertaking, for £13,705,000, and includes
attributable negative less positive goodwill of £2,512,000.

13



FOSECO (UK) LIMITED

NOTES TO THE ACCOUNTS (continued)

7. Tax
a) Tax charge
The tax charge 1s nil for the year (2005 £nil) due to the benefits of group rehef available at nil
cost since the Company 1s a member of a group for the purposes of relief under Section 402 of
the Income and Corporation Taxes Act 1998.

b) Factors affecting the tax charge for the year

The tax charge for the year 1s nil which i1s lower than the expected tax charge calculated at the
standard rate of corporation tax in the UK (30%)

The differences are explained below

2006 2005

£'000 £'000
Profit on ordinary activities before tax 198 1,526
UK corporation tax
UK corporation tax @ (30%) of profit before tax 59 458
Expenses not deductible - 427
Non-taxable items 250 (649)
Decelerated capital allowances - 92
Movements in short term timing differences - (45)
Utiisation of group relief not paid (309) (283)

Current tax charge for the period

c) Deferred tax

At 31 December 2006 there was no recognised deferred tax habiity (2005 £nil) for taxes that would
be payable on the unremitted earnings of certain of the Company's subsidiaries, since the Company
has no hability to additional tax because it can control the reversal of any temporary differences and
has no intention to remit the earnings retained at that date

8. Dividends

2006 2005
£000 £'000
Equity dividends on ordinary shares
Final paid £nil per share (2005 £16,172,000) - 16,172

During 2005 the final dividend of £16,172,000 was paid No dividends have been paid or proposed
during 2006

On 20 June 2007 the Company declared and paid a dividend of £7,000,000

14 !




FOSECO (UK) LIMITED
NOTES TO THE ACCOUNTS (continued)

9. Fixed asset investments

Shares in subsidiary undertakings

£'000

Cost
At 1 January and 31 Decernber 2006 18,691
Amounts provided:
At 1 January 196
Release (196}
At 31 December 2006 -
Net book value
At 31 December 2006 18,691
At 31 December 2005 18,495

The activities of the Company's subsidiary undertakings are 1n the supply of consumable products and
services for use in the foundry and steel-making industnes Detals of the prnncipal subsidiary
undertakings are set out In note 15

The Company's cost of investment in subsidiary undertakings I1s stated at the aggregate of the cash
consideration and ether the nominat value of the shares iIssued as consideration where Sections 131
and 133 of the Companies Act 1985 apply or in all other cases the market value of the Company's
shares on the date they were 1ssued as consideration

10. Debtors
2006 2005
£000 £000
Amounts due from fellow subsidiary cormnpanies 18,106 18,079
Other debtors 3 16

18,109 18,095

11. Creditors: amounts failing due within one year

2006 2005
£'000 £'000

Amounts due to fellow subsidiary comparties 13 1

15



FOSECO (UK) LIMITED

NOTES TO THE ACCOUNTS (continued)

12. Share capital

a) Authonsed,
1,000 Ordinary shares of £1 each

b} Allotted, called up and fully paid
1,000 Ordinary shares of £1 each

2006 2005
£'000 £'000

1 1
£'000 £'000

13. Recenciliation of movement in shareholders' funds and movement on reserves

At 1 January 2005
Profit for the year
Dwvidend paid

At 31 December 2005
Profit for the year

At 31 December 2006

14. Related party transactions

The Company 1s a subsidiary undertaking and 90% or more of its voting rights are controlled within the
group The Foseco plc group Financial Statements are publicly availlable The Company 1s therefore
exempt from the requirements of FRS 8 to disclose matenal related party transactions insofar as the
transactions occur within the group There were no material transactions with related parties outside

the group dunng the period

Called-up Profit &
share Share loss
capital premium account Total
£'000 £'000 £'000 £'000
1 35,238 15,996 51,235
- - 1,526 1,526
- - {(16,172) (16,172)
1 35,238 1,350 36,589
- - 198 198
1 35,238 1,048 36,787

16



FOSECO (UK) LIMITED
NOTES TO THE ACCOUNTS (continued)

15. Subsidiary undertakings and joint ventures

The ulimate holding company 1s Foseco plc, incorporated in England The principal actwities of the
Company's subsidiary and associated undertakings are the development, manufacture and supply of
metallurgical chemicals to the higher quality segments of the foundry and steel industries worldwide.
The Company's principal activity s holding the investment in ceriam subsidiary undertakings of the
Foseco plc group

The following 15 a st of prancipal subsidiary undertakings of which Foseco (UK) Limited 1s esther
directly or through subsidiary companies, the beneficial owner of the whole, or such lesser percentage
as 1s stated, of the equity share capital The subsidiary undertakings operating in the UK are all
registered in England Particulars of minor or non-trading subsidiary undertakings which do not
matenially affect the Company's results have been excluded All shareholdings represent 100% of the
equity and the voting nghts except where indicated

Operating in the UK

Foseco Overseas Limited (formerly Foseco Limited) - Holding company +
Foseco International Limited

Foseco Steel (Holdings) China Limited

Operating outside the UK

Foseco India Limited (66 48%) {(incorporated in India) ++
Foseco Foundry (China) Limited (incorperated in China)

Notes
+ Shares held by Foseco (UK) Lid
+4 Shares held by Foseco (UK) Lid 8 48% by Foseco Overseas Limited 58%

The share capital of the subsidiary undertakings 1s designated, with minor exceptions, as ordinary
shares

In the opinion of the directors of the Company, the value of the interest in the subsidiary undertakings
is not less than the amount at which that asset s stated in the balance sheat.

16. Post balance sheet event

On 20 June 2007 the Company received a dividend from its subsidiary, Foseco Overseas Limited of

£7,000,000 The Company declared and pard a dividend on the same day of the same amount to its
parent company, Foseco Holding Limited
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