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BELLINGHAM & STANLEY LIMITED
DIRECTORS’ REPORT

FOR THE YEAR ENDED 31 DECEMBER 2015

The directors present their annual report on the affairs of the company, together with the financial statements and
independent auditor’s report for the year ended 31 December 2015. The directors have taken the small companies
exemptions available to them and have not prepared a Strategic Report on the basis that the company is small.

‘Business review and principal activity

The principal activity of the company is the design, development, manufacture and in-service support of opto-
mechanical and digital Refractomers and Polarimeters. The company has a permanent R&D. department which
‘undertakes research and development projects for the purpose of aiding economic growth.

This department provides three functions: research, design and technical support. In 2015 the company’s research
led to innovative solutions to enhance existing products. R&D’s strength in design is in software development and
most other design work is outsourced to external design houses. This approach permits the selection of the right
external team for a particular project. These external teams are managed by R&D staff. The department also
provides technical support to our suppliers, throughout the company and to our customers.

Xylem Inc. is a leading global water technology company with operations in more than 150 countries and trades on
the New York Stock Exchange. Xylem Inc. comprises-five growth centres — Transport, Treatment, Dewatering,
Analytics and Applied Water Systems. These businesses are interconnected, anticipating and reflecting evolving
needs and sharing their applications expertise to cover every stage of the water cycle. Bellingham & Stanley Limited
is a UK subsidiary of the overall global group and is part of the Xylem Analytics Growth Centre.

On 30 September 2015 Bellingham & Stanley Limited purchased the entire issued share capital of YSI (UK)
Limited from Xylem Holdings S.A.R.L. and the trade and assets of YSI (UK) Limited were transferred to
Bellingham & Stanley Limited at their existing net book value on the same date. Bellingham & Stanley commenced
trading in YSI life science products and services with effect from 1 October 2015. The business reason for this
transaction was to build scale in the Xylem Analytics sales and support infrastructure in the UK by combining YSI
(UK) Limited with the Bellingham & Stanley facilities and organisation. Although turnover increased by 5.6% there
was a reduction in gross margin of 2.0% caused in part by the change in sales mix and lower margins on YSI life
science products; there were also one off restructuring costs and the impact of this business combination on the 2015
results accounts for the loss for the financial year. However the directors are confident that expanding the range of
Xylem Analytics products and services offered by Bellingham & Stanley will deliver increased revenue and
improved results in future years and this is borne out by the current trading results for 2016.

8 May 2015 marked the centenary of the incorporation of Bellingham & Stanley Limited and this was celebrated by
a Gala Event for key associates of the company and a Company Day for employees. Reaching this milestone and
reviewing the achievements of the previous 100 years confirms our view that Bellingham & Stanley is the premium
brand in the field of refractometry and polarimetry. Extending the portfolio of products the company sells places
Bellingham & Stanley Limited in an excellent position for future growth.

Cash flow risk

The company's activities expose it primarily to the financial risks of changes in foreign currency rates. The company
does not use foreign exchange forward contracts or interest rate swap contracts to hedge these exposures as the
amounts involved are not material, but the risks are regularly reviewed to allow consideration of the introduction of
appropriate measures.

Credit risk

The company's principal financial assets are bank, trade and ‘inter-company receivables. The amounts in the balance
sheet are net of allowances for doubtful receivables. An allowance for impairment is made where there is an
identified loss event, which, based on previous experience, is evidence of a reduction in the recoverability of the
cash flows.

The company has no significant concéntration of credit risk, with éxposure spread over a large number of customers.



BELLINGHAM & STANLEY LIMITED
DIRECTORS’ REPORT (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2015
Price risk

The company is exposed to commodity price risk. The company does not manage its exposure to commodity price
risk due to cost benefit considerations.

Supplier payment policy

The company’s policy is to settle terms of payment with suppliers when agreeing the terms of each transaction,
ensure that suppliers are made aware of the terms of payment and abide by the terms of payment. Trade creditors of
the company at 31 December 2015 were equivalent to 42 days’ (2014: 31 days) purchases, based on the average
amount invoiced by suppliers during the year.

Environment

-The company recognises the importance of its environmental responsibilities. It employs an Environment, Health

and Safety Coordinator to ensure that the company operates within group polices and implements initiatives
designed to minimise the company’s impact on the environment, including safe disposal of manufacturing waste,
recycling and reducing energy consumption.

There are very sfringent Environmental Health and Safety guidelines used throughout the company and -standards
are frequently reviewed through audits.

Going concern

The company’s business activities, together with the factors likely to affect its future development performance and
position are set out above.

The directors believe that the company is well placed to manage its business risks successfully despite the current
uncertain economic outlook. After making enquiries and considering forecasts, the directors have a reasonable
expectation that the company has adequate resources to continue in operational existence for the foreseeable future.
Accordingly, they continue to adopt the going concern basis in preparing the annual report and financial statements.

Results and 'dividends

The directors are satisfied with the results for the year, which are set out on page 7, taking into account the
challenging trading conditions which prevailed throughout 2015 and the additional costs associated with the
restructuring of the company following acquisition of YSI (UK) Limited. The loss before tax for the financial year
was £89,000 (2014: Profit before tax £154,000). The directors expect the results to show an improvement in the
coming year with increased sales of YSI product into the UK. The directors do not recommend the payment of a
dividend (2014 nil).

Directors and their interests .
The directors who served during and subsequent to the year are set out on page 1.
Employee consultation

The company is firmly committed to continue to secure the full co-operation and involvement of its employees in
the success of the business.

This is achieved by communication and consultation with employees and with representatives, where appropriate, at
the units where they work. The methods include briefing and communication groups, employee information
meetings, consultative committees, company notice boards and company newspapers. These newspapers enjoy an
independent editorial policy.



BELLINGHAM & STANLEY LIMITED
.DIRECTORS’ REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2015

Disabled employees

Applications for employment by disabled persons are always fully considered, bearing in mind the abilities of the
applicant concerned. In the event of members of staff becoming disabled every effort is made to ensure that their
employment with the group continues and that appropriate training is arranged. It is the policy of the group and the
company that the training, career development and -promotion of disabled persons should, as far as possible, be -
" identical to that of other employees. '

Auditor

Deloitte LLP have indicated their willingness to be reappointed for another térm and appropriate énan'gements have
been put in place for them to be deemed reappointed as auditor in the absence of an Annual General Meeting.

Disclosure of information to auditor

Each of the persons who is a director at the date of approval of this report confirms that:

(a) so far as the directors are aware, there is no relevant audit information of which the company's auditor is
unaware; and

(b) the directors have taken all the steps that they ought to have taken as directors in order to make themselves

aware of any relevant audit information and to establish that the company's auditor is aware of that information.

This confirmation-is given and should be interpreted in accordance with the provisions of s418 of the Companies
Act 2006.

- Approved by the Board and signed on its behalf by:

— =

Alexandra Bertrand, FCCA
Director )
29 Sep o es 2016




BELLINGHAM & STANLEY LIMITED
DIRECTORS’ RESPONSIBILITIES STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2015

The directors are responsible for preparing the Annual Report and the financial statements in 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), including FRS 102 “The Financial
Reporting Standard applicable in the UK & Republic of Ireland”. Under company law the directors must not approve
the financial statements unless they are satisfied 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 period.

In preparing these financial statements, the directors are required to:
e  select suitable accounting policies and then apply them consistently;
¢  make judgements and accounting estimates that are reasonable and prudent;

o state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements; and

e  prepare the financial statements on the going concern basis unless it is inappropriate 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 time the financial position 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 irregularities.

The directors are responsible for the maintenance and integrity of the corporate and financial information included on
the Company’s website. Legislation in the United Kingdom governing the preparation and dissemination of financial
statements may differ from legislation in other jurisdictions.



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF BELLINGHAM &
STANLEY LIMITED

We have audited the financial statements of Bellingham & Stanley Limited for the year ended 31 December 2015
which comprise the Statement of Income and Retained Earnings, Statement of Financial Position and the related
notes 1 to 24. The financial reporting framework that has been applied in their preparation is applicable law and
United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice) mcludmg FRS
102 “The Financial Reporting Standard applicable in the UK and Republic of Ireland”.

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. 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 auditor’s 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 auditor

As explained more fully in the Directors’ Responsibilities Statement, the directors are responsible for the preparation
of the financial statements and for being satisfied that they give a true and fair view. Our responsibility is to audit
and express an opinion 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 Ethical
Standards for Auditors.

Scope of the audit of the financial statements
An audit involves obtaining 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 applied and adequately disclosed; the reasonableness of significant:
accounting estimates made by the directors; and the overall presentation of the financial statements. In addition, we
read all the financial and non financial information in the annual report to identify material inconsistencies with the
audited financial statements and to identify any information that is apparently materially incorrect based on, or
materially inconsistent with, the knowledge acquired by us in the course of performing the audit. If we become aware
of any apparent material misstatements or inconsistencies we consider the implications for our report.

Opinion on financial statements
In our opinion the financial statements:
e give a true and fair view of the state of the company’s affairs as at 31 December 2015 and of its loss for the
year then ended;
e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice;
and
¢ have been prepared in accordance with the requirements of the Companies 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 financial statements

are prepared is consistent with the financial statements.

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:
e 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 accountmg records and returns; or
certain disclosures of directors’ remuneration specified by law are not made; or
we have not received all the information and explanations we require for our audit; or
the directors were not entitled to take advantage of the small companies exemption for preparing the
Directors’ Report or from the requirements to prepare a Strategic Report.

C. Siuter

Claire Siviter, FCA

for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
Southampton, United Kingdom

29 September 2016



BELLINGHAM & STANLEY LIMITED
STATEMENT OF INCOME AND RETAINED EARNINGS

FOR THE YEAR ENDED 31 DECEMBER 2015

© 2015 2014
Notes £°000 £°000
Turnover ‘ | 3 3,569 3,380
Cost of sales : ’ (2,074) (1,853)
Gross profit ' : © 1,495 1,527
Other operating expenses 4 4 (1,598) (1,383)

Operating (loss)/profit | 5 103) 144
Iﬁteré§t receivable and similar income 8 14 10
(Loss)/profit on on;dinary activities before taxation ' (89) 154
Taxation : ' . - 9 A Q) (40)
(Loss)/profit for the financial year V (96) ‘114
Retained earnings at 1 January | 6,351 | 6,237
Retained earnings at 31 December ' ‘ 6,255 6,351

The statement of income and retained earnings has been prepared on the basis that all operations are continuing
operations. '

There were no recognised gains and losses for either year other than the profit for the period as shown above.
Accordingly, no Statement of Comprehensive Income has been presented. ’



BELLINGHAM & STANLEY LIMITED
STATEMENT OF FINANCIAL POSITION

AT 31 DECEMBER 2015

2015 2014
Notes £000 £°000
Fixed assets ‘
Intangible assets 10 © 26 7
Investments ) n 1,567 -
Tangible assets . 12 430 - 304
2,263 311
Current assets
Stocks ' 13 517 "482
Debtors 14 3,978 6,257
Cash at bank and in hand ' 1,861 2
_ 6,356 6,741
Creditors: amounts falling due within one year 15 (2,298) (635)
Net current assets o 4,058 6,106
Total assets less current liabilities , 6,321 6,417
Provisions for liabilities » ' 16 (20) (20)
- Net assets 6,301 6,397
Capital and reserves
Called up share capital 19 46 46
Profit and loss reserves _ ' 6,255 6,351
Total equity. : . 6,301 6,397

The financial statements of Bellingham & Stanley Limited (registered number 00140250) were approved by the
board of directors and authorised for issue on 2V S@prenmloe” 2 © . They were signed on its behalf by:

Aléxandra Bertrand, FCCA
Director ‘




BELLINGHAM & STANLEY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2015

1. Accounting policies

Company information

Bellingham & Stanley Limited (“the company”) is a limited company domiciled and incorporated in
England and Wales. The registered office is given on the company information page. The company’s
principal activity is disclosed in the directors’ report.

Accounting convention .

These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland” (“FRS 102”) and the requirements of the
Companies Act 2006, including the provisions of the Large and Medium-sized Companies and Groups
(Accounts and Reports) Regulations 2008, and under the historical cost convention.

The financial statements are presented in sterling which is the functional currency of the company.
Monetary amounts in these financial statements are rounded to the nearest whole £1,000, except. where
otherwise indicated.

These financial statements are the first financial statements of Bellingham & Stanley Limited prepared in
accordance with Financial Reporting Standard 102 “The Financial Reporting Standard applicable in the UK
and Republic of Ireland” (“FRS 102”). The financial statements of Bellmgham & Stanley Limited for the
year ended 31 December 2014 were prepared in accordance with previous UK GAAP.

Some of the FRS 102 recognition, measurement, presentation and disclosure requirements and accounting
policy choices differ from previous UK GAAP. Consequently, the directors have amended certain
accounting policies to comply with FRS 102. The directors have also taken advantage of certain
exemptions from the requirements of FRS 102 permitted by FRS 102 Chapter 35 ‘Transition to this FRS’.

Comparative figures have been restated to reflect the adjustments made, except to the extent that the
directors have taken advantage of exemptions to retrospective application of FRS 102 permitted by FRS
102 Chapter 35 ‘Transition to this FRS’. Adjustments are recognised directly in retained earnings at the
transition date. Further information is provided in Note 24 to these financial statements.

Reduced dlsclosures
In accordance with FRS 102, the company has taken advantage of the exemptlons from the following

disclosure requirements:

. The specific elements of Sections 11 & 12 regardmg financial instrument disclosures, as listed m
Section 1 “Scope”.

. Section 4 ‘Statement of Financial Position’ — Reconc1llat10n of the opening and closing number of
shares

B Section 7 ‘Statement of Cash Flows’ — Presentation of a Statement of Cash Flow and related notes
and disclosures i

e ' Section 33 ‘Related Party Disclosures’ — Compensation for key management personnel.

The financial statements of the company are consolidated in the financial statements of Xylem Inc. The
consolidated financial statements of Xylem Inc. are available from its registered office, 1 International
Drive, Rye Brook, NY 10573, USA.

Going Concern , :
The financial statements have been prepared under the going concern basis as discussed on page 3.

Consolidated financial statements

The company has taken advantage of the exemption in section 401 of the Compames Act 2006 from the
requirement to-prepare consolidated financial statements. Consequently, these financial statements present
the financial position and financial performance of the company as a single entity.



BELLINGHAM & STANLEY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2015

1. Accounting policies (continued)

Turnover

Turnover is recognised at the fair value of the consideration received or recelvable for sale of goods and
services to external customers in the ordinary nature of the business. The fair value of consideration takes
into account trade dlscounts settlement discounts and volume rebates. Turnover is shown net of Value
Added Tax.

Sale of professional services .

Turnover from contracts for the provision of professional services is recognised by reference to the stage of
completion when the stage of completion, costs incurred and costs to complete can be estimated reliably.
The stage of completion is calculated by comparing costs incurred, mainly in relation to contractual hourly
staff rates and materials, as a proportion of total costs. Where the outcome cannot be estimated reliably,
turnover is recognised only to the extent of the expenses recognised that are recoverable.

Sale of goods :

Turnover is recognised when it and the assocnated costs can be measured reliably, future economic benefits
are probable, and the risks and rewards of ownership have been transferred to the customer. Sales of goods
are recognised when goods are delivered and legal title has passed and the company has no continuing
managerial involvement associated with ownership or effective control of the goods sold. This is generally
when goods have been checked and accepted by the customer on delivery at the specified location.

Intangnble fixed assets

Intangible assets are initially recogmsed at cost and are subsequently measured at cost less accumulated
amortisation and accumulated impairment losses. Intangible fixed assets are amortised to profit or loss.on a
straight line basis over their useful lives, as follows:’

Software licence fee 20% on cost
Amortisation is revised prospectively for any significant change in useful life or residual value.

On disposal the difference between the net disposal proceeds and the carrying amount of the intangible
asset is recogmsed in profit or loss.

Goodwill

Goodwill arose as result .of the transfer of the trade and assets of YSI (UK) Limited to Bellingham &
Stanley Limited and is the difference between the net book value of the assets transferred and the purchase
price of the shares in YSI (UK) Limited paid by Bellingham & Stanley Limited.

Goodwill is being amortised to profit or loss on a straight line basis over its expected useful life, as follows:
Goodwill 10% on cost

Amortisation is revised prospectively for any significant chénge in useful life or residual value.

Tangible fixed assets _

Tangible fixed assets are initially measured at cost and subsequently measured at cost, net of depreciation
and any impairment losses. Depreciation is provided on all tangible fixed assets, other than assets under the

course of construction, at rates calculated to write off the cost or valuation of each asset to its estimated
residual value over its expected useful life, as follows:

Freehold buildings 2% on cost

Freehold improvements 5% on cost

Plant and machinery ' 10%, 20% or 25% on cost or written down value
Computer equipment : +20% or 33'5% on cost

Fixtures and fittings 10% on cost

10



BELLINGHAM & STANLEY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2015

1. Accounting policies (continued)

Tangible fixed assets (continued)
Residual value is calculated on prices prevailing at the reporting date, after estimated costs of disposal, for
the asset as if it were at the age and in the condition expected at the end of its useful life. .

Land and buildings are accounted for separately even when acquired together.

Impairments of fixed assets

At each reporting end date, the company reviews the carrying amounts of its tangible and intangible assets’
to determine whether there is any indication that those assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss (if any). Where it is not possible to estimate the recoverable amount of an individual asset,
the company estimates the recoverable amount of the cash-generating unit to which the asset belongs.

Where a reasonable and consistent basis of allocation can be identified, corporate assets are also allocated
to individual cash-generating units, or otherwise they are allocated to the smallest group of cash-generating
units for which a reasonable and consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use,
the estimated future cash flows are discounted to their present value using a pre-tax discount rate that
“reflects current market assessments of the time value of money and the risks specific to the asset for which
the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount. An
impairment loss is recognised immediately in profit or loss, unless the relevant asset is carried at a revalued
amount, in which case the impairment loss is treated as a revaluation decrease.

Recognised impairment losses are reversed if, and only if, the reasons for the impairment loss have ceased
to apply. Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-
generatmg unit) is increased to the revised estimate of its recoverable amount, but so that the increased
carrying amount does not exceed the carrying amount that would have been determined had no impairment
loss been recognised for the asset (or cash-generating unit) prior years. A reversal of an impairment loss is
recognised immediately in profit or loss, unless the relevant asset is carried in at a revalued amount, in
which case the reversal of the impairment loss is treated as a revaluation increase.

Fixed asset investments
Interests in subsidiaries are initially measured at cost ‘and subsequently measured at cost less any
‘accumulated impairment losses.

Interests in subsidiaries are assessed for impairment at each reporting date. Any 1mpa1rments losses or
reversals of impairment losses are recognised immediately in profit or loss.

Stocks ] .
Stocks are valued at the lower of cost and estimated selling price less costs to complete and sell. Cost is
determined using the weighted average cost basis and for finished goods and work in progress, includes
direct material and labour costs and overheads appropriate to the stage of manufacture.

At each reporting date, the company assesses whether stocks are impaired or if an impairment loss
recognised in prior periods has reversed. Any excess of the carrying amount of stock over its estimated -
selling price less costs to complete and sell, is recognised as an impairment loss in profit or loss.

Reversals of impairment losses are also recognised in profit or loss.

11



BELLINGHAM & STANLEY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2015

1. Accounting policies (continued)

Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks, other short-term liquid
investments with original maturities of three months or less, and bank overdrafts. Bank overdrafts are
shown within borrowings in current liabilities. -

Financial assets
The company has elected to apply the provisions of Section 11 ‘Basic Financial Instruments’ and Section
12 ‘Other Financial Instruments Issues’ of FRS 102 ’to all of its ﬁnancial instruments.

Financial assets are recognised in the company’s statement of fmancnal posmon when the company
becomes party to the contractual provxslons of the instrument.

Financial assets are classified into either basic or other financial assets. The classification depends on
" certain criteria determined at the time of recognition.

Basic financial assets

Basic financial assets, which include trade and other receivables and cash and bank balances, are initially
measured at transaction price including transaction costs and are subsequently carried at amortised cost
using the effective interest method, unless the arrangement constitutes a financing transaction, where the
transaction is measured at the present value of the future receipts discounted at a market rate of interest.

Other financial assets

Financial assets classified as other financial assets are stated at fair value w1th any gams or losses arising on
remeasurement recognised in profit or loss. The net gain or loss recognised in profit or loss includes any
dividend or interest earned on the financial asset. ’

Impairment of financial assets :
Financial assets, other than those held at fair value through profit and loss, are assessed for indicators of
impairment at each reporting end date.

Financial assets are impaired where there is objective evidence that, as a result of one or more events that
occurred after the initial recognition of the financial asset, the estimated future cash ﬂows have been
affected. The impairment loss is recognised i in profit or loss. B

Derecognition of financial assets

Financial assets are derecognised only when the contractual rights to the cash flows from the asset expire,
or when it transfers the financial asset and substantially all the risks and rewards of ownership to another
entity.

Financial liabilities
Financial liabilities are classified as either basic or other financial liabilities.

Basic financial liabilities A

Basic financial liabilities are initially measured at transaction pric€, unless the arrangement constitutes a
financing transaction, where the debt instrument is measured at the present value of the future receipts
discounted at a market rate of interest. They are subsequently measured at amortised cost using the
effective interest method, with interest expense recognised on an effective yield basis. :

The effective interest method is a method of calculating the amortised cost of a financial liability and of
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash payments through the expected life of the financial liability to the net
carrying amount on initial recognition.

12



BELLINGHAM & STANLEY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) |

FOR THE YEAR ENDED 31 DECEMBER 2015

1. Accounting policies (continued)

Other financial liabilities
Financial liabilities classified as other financial liabilities are stated at fair value with any gains or losses
arising on remeasurement recognised in profit or loss.

Derecognition of financial liabilities
Financial liabilities are derecognised when, and only when, the company’s obhgatlons are discharged,
cancelled, or they expire. .

Taxation
The tax expense represents the sum of the current tax expense and deferred tax expense. Current tax assets
are recognised when tax paid exceeds the tax payable. .

Current and deferred tax is charged or credlted in profit or loss, except when it relates to items charged or
credited to other comprehensive income or equity, when the tax follows the transaction or event it relates to
and is also charged or credited to other comprehensive income, or equity.

Current tax assets and current tax liabilities and deferred tax assets and deferred tax liabilities are offset, if
and only if, there is a legally enforceable right to set off the amounts and the entity intends either to settle
-on a net basis or to realise the asset and settle the liability simultaneously.

Current tax is based on taxable profit for the year. Taxable profit differs from total comprehensive income
because it excludes items of income or expense that are taxable or deductible in other periods. Current tax -
assets and liabilities are measured using tax rates that have been enacted or substantively enacted by the
‘reporting date. ‘

Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset is realised
or the liability is settled based on tax rates that have been enacted or substantively enacted by the reportmg
date. Deferred tax is not dlscounted

Deferred tax liabilities are recognised in respect of all timing differences that exist at the reporting date.
Timing differences are differences between taxable profits and total comprehensive income that arise from
the inclusion of income and expenses in tax assessments in different periods from their recognition in the
financial statements. Deferred tax assets are recognised only to the extent that it is probable that they will
be recovered by the reversal of deferred tax liabilities or other future taxable profits.

Provisions

Provisions are recognised when the company has a legal or constructive present obligation as a result of a
past event, it is probable that the company will be required to settle that obllgatlon and a reliable estimate
can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present
obligation at the reporting’ end date, taking into account the risks and uncertainties surrounding the
obligation. :

Where the effect of the time value of money is material, the amount expected to be required to settle the
obligation is recognised at present value. When a provision in measured at present value the unwmdmg of
the discount is recognised as a finance cost in profit or loss in the period it arises.

Employee benefits
The costs of short-term employee benefits are recognised as a habllxty and an expense, unless those costs
are required to be recognised as part of the cost of stock or fixed assets.

The cost of any unused holiday erititlement is recognised in the period in which the employee’s services are
received. .

13



BELLINGHAM & STANLEY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2015

1. Accounting policies (continued)

Retirement benefits

For defined contribution schemes the amount charged to profit or loss is the contributions payable in the
year. Differences between contributions payable in the year and contributions actually paid are shown as
either accruals or prepayments.

Leases

All leases are operating leases. Rentals payable under operating leases, including any lease incentives
received, are charged to income on a straight line basis over the term of the relevant lease except where
another more systematic basis is more representative of the time pattern in which economic benefits from
the lease asset are consumed.

Foreign exchange
Transactions in currencies other than the functional currency (foreign currency) are initially recorded at the
exchange rate prevailing on the date of the transaction.

Monetary assets and liabilities denominated in foreign currencies are translated at the rate of exchange
ruling at the reporting date. Non-monetary assets and liabilities denominated in foreign currencies are
translated at the rate ruling at the date or the transaction, or, if the asset or liability is measured at fair value,
the rate when that fair value was determined.

All translation differences are taken to profit or loss, except to the extent that they relate to gains or losses
on non-monetary items recognised in other comprehensive income, when the related translation gain or loss
is also recognised in other comprehensive income.

Research and development .
Research and development costs are charged to the profit and loss as they arise.

2. Critical accounting estimates and Judgements
Estimates and judgements are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the circumstances.

Crltlcal accounting estimates and assumptions

The company makes estimates and assumptions concerning the future. The resulting accounting estimates

and assumptions will, by definition, seldom equal the related actual results. The estimates and assumptions

that have a mgmﬁcant risk of causing a material adjustment to the carrying amounts of assets and lnabllmes
* within the next financial year are discussed below.

Impairment of assets

Financial and non-financial assets are subject to impairment reviews based on whether current or future
events and circumstances suggest that their recoverable amount may be less than their carrying value.
Recoverable amount is based on the higher of the value-in use and fair value less costs to dispose. Value in
use is calculated from expected future cash flows using suitable discount rates and includes management
assumptions and estimates of future performance. There was an impairment recognised on the fixed asset
investment in the current year of £91,000 (note 11).

Leases

In categorising leases as finance leases or operating leases, management makes judgements as to whether
significant risks and rewards of ownership have transferred to the company as lessee, or the lessee, where
the company is a lessor. :

Provisions

Provisions have been made for warranties. These provisions are estimates and the actual costs and timing of
future cash flows are dependent on future events and market conditions. Any difference between
expectations and the actual future liability will be accounted for in the period when such determination is
made. The carrying amount of provisions will be impacted by changes in the discount rate.
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BELLINGHAM & STANLEY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2015

3. - Turnover

An analysis of the company’s turnover by class of business is as followsg

2015 2014
£°000 £°000
Sale of goods 3,262 3,150
Provision of services 307 230
3,569 3,380
_An analysis of the geographical location of the company’s turnover is as follows:
2015 2014
£°000 £000
Geographical segments: |
United Kingdom 1,240 . 903
Rest of European Union 991 1,018
Other 1,338 1,459
3,569 3,380
4. Other operating expenses
2015 - 2014
£000 £000
. Distribution costs 396 423
Administrative expenses . 1,202 960
1,598 1,383.
5. Operating (loss)/profit
2015 2014
_ : ‘ - £°000 £000
Operating (loss)/profit is stated after charging / (crediting): o
" Impairment of fixed asset investment 91 -
Exchange losses 22 7
Depreciation of owned tangible fixed assets 72 51
Research and development expenditure 271 230
Amortisation of intangible assets 8 1
Fees payable to the company’s auditor for the audlt of the
Company’s annual financial statements 16 17
Cost of stock recognised as an expense 1,100 904
Stock impairment losses recognised or, reversed 24) “(5)
- 43 30

Operating lease charges
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BELLINGHAM & STANLEY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2015

6. Employees

The average monthly number of persons (including directors) employed by the company during the
year was as follows:

2015 2014
No. No.
Management ‘ ' 1 1
Production 23 22
Administration and sales 13 12
Research and development ) . 4 4
41 39

Their aggregate remuneration comprised:
2015 2014
£000 £°000
Wages and salaries : . 1,092 1,063
Social security costs : 111 106
Other pension costs ) 157 157
1,360 1,326

7. Directors’ remuneration

2015 2014
£000 £000
Emoluments : 149 146
Company contributions to money purchase pension schemes : 29 27
178 173

The number of directors.for whom retirement benefits are accruing under money purchase schemes amounted
to 2 (2014 - 2).

Two directors were remunerated directly by Bellingham & Stanley Limited.
The other two directors received remuneration from other Xylem companies where their emoluments are
disclosed. No remuneration in respect of their services to the company was charged to the profit and loss

account in the current year and it is not practicable to split out the remuneration relating to this company and
others in the group. :
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BELLINGHAM & STANLEY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2015

8. Interest receivable and similar income
2015 2014
£000 £°000
Interest receivable from group companies - _ ‘ 14 10°
14 10
9. Taxation
2015, 2014
£000 £°000
Current tax’ )
UK corporation tax : - 34
Adjustments in respect of prior periods . . - -
Total current tax : ~ - 34
Deferred tax ,
"Origination and reversal of timing dlfferences . ’ 7 6
Total tax charge : 7 40
The charge for the year can be reconciled to the (loss)/profit per the statement of comprehensive
income as follows:
2015 - 2014
£000 £000
(Loss)/profit before taxation (89) 154
Expected tax charge based on a corporation tax rate of 20.25% (18) 33
(2014: 21.5%)
Expenses that are not deductible in determining taxable profit 25 7
Tax expense for the year 7 40

In the Budget on 8 July 2015, the UK Government proposed to reduce the main rate of UK corporation tax to 19%
with effect from 1 April 2017 and to 18% with effect from 1 April 2020. These rate changes were substantlvely

enacted in the Finance Bill 2015 on 26 October 2015.

In March 2016 the UK Government announced that the reduction in the statutory rate from 1 April 2020 would be
2%, resulting in a rate of 17%. As this further reduction has not yet been substantively enacted, the impact is not

included in these financial statements.

The c]osmg deferred tax assets and liabilities have therefore been calculated at 18% in accordance with the rates

enacted at the ba]ance sheet date.
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BELLINGHAM & STANLEY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2015

10.

11.

Intangible assets

Cost
At 1 January 2015
Addition

At 31 December 2015

Amortisation
At 1 January 2015
Charge for the year

At 31 December 2015

Carrying amount
At 31 December 2015

" At 31-December 2014

The amortisation of the software licence fee is included within administrative expenses.

Software .

Licence Fee Goodwill Total
£°000 £000 £'000

8 - 8

. - 267 267

8 267 275

1 - 1

2 6 8

3 6 9

261 266

7 - 7

Goodwill arose as a result of the transfer of the trade and assets of YSI (UK) Limited to Bellingham &
Stanley Limited and is the difference between the net book value of the assets transferred and the purchase

price of the shares in YSI (UK) Limited paid by Bellingham & Stanley Limited.
* Goodwill is being amortised on a straight line basis to profit and loss account over its expected useful life
which the directors consider to be ten years.

Fixed asset investments

Cost :
At 1 January 2015
Addition

At 31 December 2015

Provision for impairment
At 1 January 2015
Charge for the year

At 31 December 2015

Carrying amount
At 31 December 2015

At 31 December 2014

Investment

in
Subsidiary
£000

1,658

1,658

91
91

1,567

The company has an investment in the following subsidiary undertaking which was acquired on 30

September 2015.

. Name of undertakirig

YSI (UK) Limited

shareholding

Proportion of nominal value
held directly \
100%

Nature of business

Marketing scientific
instruments



BELLINGHAM & STANLEY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2015

12.  Tangible fixed assets

Fixtures Freehold
Plant and Computer and land and
machinery - equipment fittings . buildings Total
£°000 £000 £000 £000 £000
Cost , ’
At 1 January 2015 : 1,047 136 119 554 1,856
Additions 54 . 41 103 - 198
At 31 December 2015 1,101 177 222 554 2,054
Depreciation ) .
At 1 January 2015 944 119 88 - 401 1,552
Charge for the year 25 14 15 18 72
At 31 December 2015 969 133 103 419 1,624
Carrying amount . :
At 31 December 2015 132 44 119 135 430
At 31 December 2014 103 ‘ 17 31 153 304
Freehold land and buildings includes cost of land £4k (2014: £4k) which is not depreciated.
13.  Stocks
2015 - 2014
£000 £°000
Raw materials and consumables 11 16
Work in progress 377 404
Finished goods.and goods for resale 129 62
517 482

There is no significant difference between the replacement cost of work in progress and finished goods and

goods for resale and their carrying amounts.

. 14. Debtors

Amounts falling due wnthm one year:

Trade debtors

Amounts due from fellow group undertakings

Deferred tax asset (note 17)

VAT repayable

Prepayments and accrued income B

2015 2014
£000 £2000
594 475
3,277 5,687
17 24

41 24

49 47
3,978 6,257
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BELLINGHAM & STANLEY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2015

15.  Creditors: amounts falling due within one year

Trade creditors A

Amounts due to fellow group undertakings
Corporation tax

Accruals and deferred income

2015 2014
£2000 £2000
174 144
1,798 341
10 1
316 149
2,298 635

Amounts due to fellow group undertakings are unsecured, non-interest bearing and repayable on demand.

16.  Provisions for liabilities

Warranty provision

Movements on provisions:

At 1 January
Utilised in the year
Additional provision in year

As at 31 December

+ Warranty provision

2014

2015
£2000 £2000
20 20
2015 2014
£2000 £2000
20 17
(12) -
12 3
20 .

Bellmgham & Stanley Limited provides a 24 month warranty for certain instruments as deﬁned on the
company’s Warranty Statement. The warranty costs for 2015 were £12,000 which equates to 0.34% of
turnover. As the directors consider instrument failure, and therefore any claim under warranty is more likely

in the 18 months following sale, £20,000 is considered to be an appropriate provision.

17. - Deferred taxation

Deferred tax assets:
Decelerated capital allowances

The movement on the dgfefred tax asset is as follows:

At 1 January
Profit and loss account movement arising during the year

As at 31 December

2015 2014
£000 £000
17 24
2015 2014
£000 £000
24 30
@) 6)
17 24

20
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BELLINGHAM & STANLEY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

18.

19.

20.

21.

22,

23.

. under non-cancellable operating leases, which fall due as follows:

FOR THE YEAR ENDED 31 DECEMBER 2015

Retirement benefits schemes

The company operates a defined contribution retirement benefit scheme for all qualifying employees. The
assets of the scheme are held separately from those of the company in independently administered funds.
The total cost charged to income of £157k (2014: £157k) represents contributions payable by the company
to the fund. There were contributions payable outstanding at the year-end of £nil (2014: £nil).

Share capital and reserves

2015 2014
£000 £°000

Authorised, allotted, called-ip and fully-paid: _ -
45,745 ordinary shares of £1 each 46 46

Financial commitments

The group participates in a treasury arrangement, which calls for unlimited bank cross-guarantees between
certain group companies. The net amount due to the bank at year-end was £nil (2014: £nil).

Operating, lease commitments

At the reporting end date the company had outstanding commitments for future minimum lease payments

2015 2014

£000 £000

Within one year 47 . 36
Between one and five years N 33 4]
80 77

Related party transactions

In accordance with the exemption in FRS 102 section 33, related party transactions w1th other wholly owned
group companies have not been disclosed.

Ultimate holding company and controlling party

As at 31 December 2015 the company is a wholly owned subsidiary of Xylem Water Holdings Limited. The
ultimate holding company is Xylem Inc., a company incorporated in the United States of America.

The largest and smallest group in "which these fi nancial statements are consolidated is that of the ultnmate

holding company, Xylem Inc. The financial statements of that company are available from 1 Intematlona]
Drlve Rye Brook, New York, 10573, USA.
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BELLINGHAM & STANLEY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2015
24.  Reconciliations on adoption of FRS 102

Reconciliations and descriptions of the effect of the transition to FRS 102 on;

(i) equity at the date of transition to FRS 102;

(ii) equity at the end of the comparative period; and

(iii) profit or loss for the comparative period reported previous UK GAAP.
are given below.

At 31 At1

December January

Note 2014 2014

£°000 £000
Equity as previously reported under previous UK GAAP ' 6,413 . 6,283
. Holiday pay accrual : A (20) 03}
Deferred tax on holiday pay accrual A 4 -
Equity reported under FRS 102 6,397 6,281
2014
£°000

Profit or loss as previously reported under previous UK :

GAAP : . - 130
Holiday pay accrual , A (20)
. Deferred tax on holiday pay accrual : A . 4
Profit or loss reported under FRS 102 » 114

A — Holiday ‘pay
Under FRS 102, the company has recognised a liability for holiday pay at the end of each accounting period.
This is measured as the value of untaken holiday costs accrued by staff, together with associated deferred tax.
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