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Velan Valves Limited

DIRECTORS’ REPORT
For the year ended 28 February 2023

The Directors present their report and the audited financial statements of the Company for the year ended 28
February 2023.

Directors
The Directors who held office during the year and up to the date of signing the financial statements are shown
below:

J D Ball (Resigned on 14‘h September 2022)

S Wingerath

M Femandes

R Sossoyan (Appointed on 14" September 2022)

' Principal activities
In early 2017 the Company began the process of winding down the manufacturing operations, and as at the
year end the Company continues only as a financial holding company and sales support company for other
entities of the Velan Group.

Business review, dividends and future developments

The profit for the financial year of £4,343,904 (2022: £7,536,992) was due to a number of factors including
income fromshares in group undertakings of £4,106,359 (2022: £7,615,376). During the year dividends of
£4,107,488 were pald (2022: £7,615,376).

Going Concern

The Company ceased trade from 31 August 2016. The Company subsequently focused on collection and
payment of any outstanding trade receivables and trade payables balances respectively. The Company has
adequate resources to continue in existence for the foreseeable future and therefore the directors believe that
preparing the financial statements on the going concem basis is appropriate.

Velan Inc. (“Velan®) (TSX: VLN), a leading manufacturer of highly engineered industrial valves, announced on
February 10th 2023 that Flowserve Corporation (‘Flowserve”) (NYSE: FLS), aleading provider of flow control

products and services for the global infrastructure markets have entered into a definitive agreement (the
‘Arrangement Agreement”) under which Flowserve will acquire Velan in an all cash transaction (the
“Transaction”) valued at apprommtely $245 million (C$329 million), including the purchase of all of the issued
and outstanding Velan lequity for approximately $209 million (C$281 million) and the assumption of
approximately $36.3 miillion (C$48.9 million) In outstanding gross debt as of November 30, ;2022 Flowserve
will also assume Velan's $31.4 million (C$42.2 million) of cash and cash equivalents, also as of November 30,
2022. The Transaction is expected to close by the end of the second quarter of 2023.

|

| !

Disclosure of information to auditors
In the case of each'of the persons who are Directors at the time when the report Is approved, the following
applies:

a) so faras the Director is aware, there is no relevant audit information of which the Company's auditors
are unaware; and

b) he has taken all the steps that he ought to have taken as a Director in order to make himself aware of
any relevant audit Information and to establish that the Company's auditors are aware of that
information.

Auditors
UHY Hacker Young were appointed as auditors to the company and in accordance with section 485 of the
Companiles Act 2006, a resolution proposing that they be re-appointed will be put at a General Meeting.



Velan Valves Limited

DIRECTORS’ REPORT
For-the year ended 28 February 2023

Small companies exemption
The accounts have been prepared in accordance with the provisuons applicableto companies subject to the
small companiies’ regime provided by section 415A of the Compahies Act 2006.

Approved by the Board of Directors and signed on:behalf of the Board.

= f

R Sossoyan
Director
June 2™ 2023




Velan Valves Limited

STATEMENT OF DIRECTORS’ RESPONSIBILITIES
For the year ended 28 February 2023

The Directors are responsible for preparing the Directors’ report and the financlal statements in accordance
with applicable law and regulations.

Company law requires the Directors to prepare financial statements for each finandal year. Under that law the
Diréctors have prepared the financial statements in accérdance with United Kingdom Accounting Standards
(United Kingdom Generally Accepted Accounting Practice), comprising Financial Reporting Standard 102 The
Financial Reporting Standard applicable in the UK and Republic of Ireland (FRS 102).

Under Company law the Directors must not approve the financial statements unless they are satisﬂed thet
they give atrue and fair view of the state of affairs of the Company and of the profit or loss of the Company
for that year. In prepaﬁng these ﬁnanclal statements, thé Directors are requmed to:

select suitable accounting policies and then apply them consistently;
¢ make judgements and accouriting estimates that are reasonable and prudent;
« state whether applicable UK Accounting Standards, including FRS 102 have been followed, subject
to any material departures disclosed and explained in the financial statements,
o prepare the financial statements on the going concem basis unless it is inappropriate to presume
that the Company will continue on business.
The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the Company's transactions and disclose with teasonable 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 responstble for safeguarding the assets of the Company and hence for taking reasonable steps for
the prevention and detection of fraud and other irregularities.

- |

R Sossoyan
Director | ‘ I

June 2™ 2023



Velan Valves Limited

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF VELAN VALVES LIMITED

Opinion

We have audited the financial statements of Velan Valves Limited (the company) for the year ended 28

February 2023 which comprise the statement of comprehensive income, statement of finandial position,

statement of changes in equity and notes to the financial statements, including significant accounting policles.

The financial reporting framework that has been applied in their preparation is applicable law and United

Kingdom Accounting Standards, including FRS 102 The Financial Reporting Standard applicabie in the UK
and Republic of ‘Ireland (United Kingdom Generally Accepted Accounting Practice).

In our opinion the financial statements: j

e give atrue and fair view of the state of the company's affairs as at 28 February 2023 and of its_profit for
the year then ended;

¢ have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and

« have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordarice with Intemational Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the Auditor’s responsibilities
for the audit of the financial statements section of our report. We are independent of the company in
accordance with the ethical requirements that are relevant to our audit of the financia statements in the UK,
including the FRC's Ethical Standard, and we have fuffilled our other ethical responsibilities in accordance with
these requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the director's use of the going concermn basis of
accounting in the preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events or
conditions that, individually or collectively, may cast significant doubt on the entity’s ability to continue as a
going concem for a period of alt least twelve months fromwhen the financial statements are authorised for
Issue. ! ’

i
Our responsmﬂlﬂes and the responsibilities of the directors with respect to going concem are described in the
relevant sections of this report.

Other information | ’ l

The other information compnses the information included in the annual report other than the financia
statements and our auditor’s report thereon. The directors are responsible for the other information contained
within the financial statements. Our opinion on the finandlal statements does not cover the other information
and, except to the extent otherwise explicitly stated in our report, we do not express any fofim of assurance
conclusion thereoh.

Our responsibiiity is to read the other information and, in doing so, consider whether the other information is
materially inconsistent with the financial statements or our knowledge obtained in the course of the audit, or
otherwise appears to be materia|ly misstated. If we identify such material inconsistendes or apparent materia
misstatements, we are required to detemmine whether there is a material mlsstaternent in the financial
statements or a material misstatement of the other information. if, based on the work we have perfoimed, we
‘conclude that there Is a material misstatenient of this other iformation, we are réquired to report that fact.

We have nothing to report in this regard.



Velan Valves Limited

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF VELAN VALVES LIMITED

Opinions on other matters prescribed by the Companies Act 2008
In our opinion, based on the work undertaken in the course of our audit:

e theinformation given in the directors' report for the financia year for which the financial statements
are prepared is consistent with the financial statements; and
 the directors' report have been prepared in accordance with applicable legal requirements

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the company and its environment obtained in the cowse of
the audit, we have not identified material misstatements in the directors’ report. We'have nothing to report in
respect of the following matters where the Companles Act 2006 requires us to reportto you f, in our opinion:

» adequate accounting records have not been kept, or retums adequate for our audit have not been
received from branches not visited by us; or

the financial statements are not in agreement with the accounting records and retums; 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 prepare the financial statements in accordance with.the small
companies’ regrme and take advantage of the small companies’ exemption in preparing the directors’
report and ffom the requirement to prepare a strategic report.

Responsibilities of directors

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, and for such
intemal control as the directors determine is necessary to enable the preparation of financlal s tatements that
are free from material misstatement, whether due to fraud or emor. ‘

In preparing the financial statements, the directors are responsible for assessing the group's and the parert
compary’s abimy to continue as a going concem, disclosing, as applicable, matters related to going concem
and using the going concem basis of accounting unless the directors either intend to liquidate the group or the
parent company or to cease operations, or have no realistic altemative but to do so.

Auditor‘s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material mrsstatement whether due to fraud or error, and to issue an auditor’s rep ort that includes our
opinion. Reasonable assurance is a high level of assurance, butis not a guarantee thatan audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

Imegularities, including fraud, are instances of non-compliance with laws and regulations. We design
‘procedures in line with our responsibilities, outlined above, to detect material misstatements in respect of
iregularities, including fraud. The extent to which our procedures are capable of detecting imegularities,
including fraud is detailed below:

Based on our understanding of the company arid the industry In which it operates, we Identified that the
principal risks of non-compliance with laws and regulations related to the acts by the company, which were
contrary to applicable laws and regulations iricluding fraud, and we considered the extent:to which non-
compliance might have a material effect on the financial statements. We also considered those laws and:

regulations that have a direct impact on the preparation of the financial statements such as the Companies Act
2006. We evaluated management's incentives and opportunties for fraudulent manipulation of the financia
statements (including the risk of overide of controls) and determined that the principal risks were related to
Inflated revenue and profit.

7



Velan Valves Limited

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF VELAN VALVES LIMITED

Audit procedures performed included: review of the finandial statement disclosures to underlying supporting
documentation and enquiries wefe made of management and those charged with govemance around any
actual or potential litigation and claims. A review ofa sample of such expenditiire was undertaken as part of
our substantive audit review work. We made enquiries of management to obtain an urderStanding of the
entity’s policies and procedures onfraud risks including knowledge of any actual, suspected, or alleged fraud.
Potential opportunities for fraud were also discussed during the audit team planning meeting so that they could
apply professional skepticism when conducting their work. Auditing the risk of management ovemride of
controls, including thorough testing of joumals entries using data analytics software. This led to the review of
transactions considered unusual, abnormally large, appearing outside the normal course of business and

© varlous other criteria. Any such instances were then investigated, and explanations sought from informed

|

management.

There aré Inherent limitations in the audit procedures described above and the further reméved non-
compliance with laws and regulations is from the events and transactions reflected in the finandial statemerts,

the less likely we would become aware of it. Also, the risk of not detecting a material misstatement due to fraud
is higher than the risk of not detecting one resulting from error, as fraud may involve deliberate conceatment
by, for example, forgery or intentional misrepresentations, or through collusion.

Afurther descnptlon of our responsibilities for the audit of the financid statements is located on the Financial
Reporting Council's website at: hittp/Maww.frc oig.uk/auditérsrésponsibilities. This desctiptlon forms pait of our

auditor's repoit.

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Patt 16 of
the Companies Act 2006. Our audit work has been indertaken so that we might state to the compariy’s
members those matters we are required to state to them in an auditor's report and for no other purpose. To
the fullest extentpermitted by law, we do notaccept 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 fomed.

Martin Jones
(Senior Statutory Auditor)

02/06/2023
For and on behalf of UHY Hacker Young

Chartered Accountants and Statutory Auditor



Velan Valves Limited

STATEMENT OF COMPREHENSIVE INCOME
For the year ended 28 February 2023

Year ended Year ended

28 February 28
2023 February
, 2022
! Notes | £ £
AdrinistratiVe expenses ‘ (54,877) (72,782)
Operating loss 5 (54,877) (72,782)
Income from shares in group undertakings 6 4,106,359 7,615,376
Interest receivable and similar income 9 86,159 81,753
Foreigh exchange gain/(loss) : 229,104 (33,975)
Profit on ordinary activities before taxation ' 4,366,745 7,590,372
Tax on profit on ordinary activities 10 (22,841) (563,380)
Profit for the financial year 4,343,904 7,536,992
Other comprehensive income:
Re-measurements of net defined benefit scheme asset:
Actuarial gain on pension scheme 18 103,000 197,000
Other comprehensive income for the year, net of tax 103,000 197,000
Total comprehensive income for the year 4,446,904 7,733,992

The accounting policies and the notes on pages 12 to 23 form part of these financial statements.
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Velan Valves Limited

STATEMENT OF FINANCIAL POSITION
As at 28 February 2023

Fixed assets
Investments
Non-current receivables

Current assets

Debtors

Cash at bank and in hand
Total clirrent assets

Creditors: amount faliing due within one year

Net current assets
Total assets less cunent liabilities

Creditors: amount falling due more after than one
year

Provisions for liabllities
Deferred taxation
Defined benefit pension scheme

Net assets

Capital and reserves
Called up share capital
Profit and loss account
Total equity

2023 2022

Notes| £ £

12 4,431,891 4,431,891

13 4 2,924,470 2,715,394

7,356,361 7,147,285

14 " 47,131 . 48,897

15 700,448 639,682

747,579 688,579

16 {23,729) (21,910)

723,850 666,669

8,080,211 7,813,954

17 (99,591) (76,750)

18 403,000 307,000
8,383,620 8,044,204

19 537,083 537,083

7,846,537 7,507,121

8,383,620 8,044,204

The accounting policies and the notes on pages 12 to 23 fon

Approved by the Board of Directors and signed on behalf of the Board

D

R Sossoyan

Director

June 2™ 2023

Company Registration No. 00537156

m part of these financial statements.
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Velan Valves Limited

STATEMENT OF CHANGES IN EQUITY
For the year ended 28 February 2023

At 28 February 2021 i

Profit for the year

Other comprehensive income for the
year

Total comprehensive income for the
year '

Dividends (Note 11)

At 28 February 2022

Profit for the year

Other comprehensive income for the
year

Total comprehensive income for the
year

Dividends (Note 11)

At 28 February 2023

The accounting:policies and the notes on pages 12 to 23 form part of these financial statements.

Called up share Profit and loss . Total
capital account
£ £ £
|

537,083 7,388,505 7,925,588
- 7,536,992 - 7,536,992

- 197,000 197,000

- 7,733,992 7,733,992

- . (7,615,376) (7,615,376)
537,083 7,507,121 8,044,204
- 4,343,904 4,343,904

- 103,000 103,000

- 4,446,904 4,446,904

- (4,107,488) (4,107,488)
537,083 7,846,537 8,383,620
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Velan Valves Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 28 February 2023

1. General information

Velan Valves Limited (the Company’) was previously involved with the activity of the manufacture and
distribution of valves. Die to a challenging environment over recerit years, and sigrifficant financial operating
losses, the Directors have decided to end the operatioris in the UK and transfer the manufacture of-stream
traps to arelated Company in India. The Company will remain as an investment holding company and saes
support company.

The Company Is a private company iimited by shares incorporated in England and Wales. The addressi ofits
registered office is 6th Floor, 125 London Wall, London, United Kingdom, EC2Y 5AS.

2. Statement of compliance

The individual financial statements of the Company have been prepared in compliance with United Kingdom
Accounting Standards, comprising Financial Reporting Standard 102, "The Financial Reporting Standard
applicable in the United Kingdom and the Republic of Ireland” ("FRS 102") and the Companies Act 2006.

The disclosure requirements of section 1A of FRS 102 have been applied other than where additiond
disclosure Is required to show a true and fair view.

3. Summary of significant accounting policies

The principal accounting policles appliedin the preparation of these financial statements are set out below.
These policies have been consistently applied to all the years presented, unless otherwise stated.

Basis of accounting
The financial statements have been prepared on the going concem basis, under the historical cost convention,
and in accordance with the Companies Act 2006 and applicable accounting standards in the United Kingdom.

The preparation of financial statements in conformity with FRS 102 requlres the use of certain criticd
accountihg estimates. It also requires management to exercise its judgement in the process of applying the
Company’s accounting policies. The afeas involving a higher degree of judgertient or complexity, of areas
where assumptions and estimates are significant to the financial statements are disclosed in note 4.

The principal accounting policies, whioh have been applied consistently throughoutthe year, are set out bLelow
Exemptions for qualifying entities under FRS 102

FRS 102 allows a qualifying entity certain disclosure exemptions, subjectto certain conditions , which have
been complied with, including notification of and no objection to, the use of exemptions by the Company'’s
shareholders. Exemptions under FRS 102 paragraph 1.12 have been applied: In relation to presemation ofa
cash flow statement, related party transactions, certain financial instrument disclosures and the non-disciosure

of key management personnel compensation.

Cash flow statement

The Company is a wholly owned subsidiary Company of a group headed by Velan Inc., and is included in the
consolidated finandial statements of that Company, which are publicly available via the Company’s webstite
www:velan.com. Consequently, the Company has taken advantage of the exemption from preparing a cash
flow statement under the terms of FRS 102 paragraph 1.12(b).

Related party transactions
The Company has taken advantage of the exemption granted under FRS 102 paragraph 1.12 (e) to not
disclose transactions with other group companies where they are wholly owned by acommon parent entity.

12



Velan Valves Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 28 February 2023

- 3. Accounting policies (continued)

Consolidation

The Company has takeh advantage of Section 401 of the Companies Act 2006 which exempts the Comparny
from preparing consolidated financial statemehts on the grourids that the consolidated financlal statements are
prepared by the uitimate parent company, Velan Inc, in a manner equivalent to those required by UK‘law and
are made available to the pubilic.

Investments |
Shares In subsidiaries are held at cost less provision for impaimment.

‘Foreign currencies
The Company's functional and presentation currency is the pound sterling.

Monetary assets and liabilities denominated in foreign cumencies are translated into sterling at rates of
exchange ruling at the statement of financial position date.

Transactions In foreigncurrencies are translated into sterling at the rate ruling on the date of the transaction.
Exchange gains and losses are recognised in the statement of comprehensive income account.

Taxation
Taxation expense for the year comprises cument and deferred tax recognised in the reporting period.

Currenttax is the amount of income tax.payable in respect of the taxable profit for the year or prior years. Tax
is calculated on the basis of tax rates and laws that have been enacted or substantively enacted by the period
end.

Deferred tax arises from timing differences that are differences between taxable profits and total
comprehensive income as stated in the financial statements. These timing differences arise from the inclusion
of income and expenses in tax assessments in periods different from those in which they are recognised in the
financial statements.

Deferred tax is recognised on all timing differences at the reporting date except for certain exceptions.
Unrelleved tax losses|and other defemed tax assets are only recognised when it Is probable that they will be
recovered against the reversal of deferred tax liabilities or other future taxable profits. Defefred taxis measured
using tax rates and laws that have been enacted or substantively enacted by the period end and that are
expected to apply to the reversal of the timing difference.

At the end of each rep‘orlmg period inventories are assessed for impairment. Iif an item of lnventory is impaired,
the identified lnventory is reduced to its selling price less costs to complete and sell and an impairment charge

is recognised in the statement of comprehensive income account. Where a reversal of the impairment is
recognlsed the impairment charge Is reversed, up to the original lmpalrment loss, and is recognised as a credit
in the statement of comprehenslve income account. :

Share capital
Ordinary shares are classified as equity.

Distributions to equity holders

Dividends and other distributions to the Company’s shareholders are recognisedas a liability in the financial
statements In the peiiod in which the dividends and other distributions are approved by the sharehoiders.
These amounts are recognised in the statement of changes in equity.

13



Velan Valves Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 28 February 2023

3. Accounting policles (continued)

Employee benefits

The Company provides a range of benefits to employees, induding annual bonus arrangements, paid holiday
arrangements and defined cortribution pension plans. Shorttemi benefits, including holiday pay and other
similar non-monetary benefits, are recognised as an expense in the period In which the service is received.

Once the contributions have been paid the Company has no further payment obligations. The contributions
are recognised as an expense when they areidue. Amounts not paid are shown in accruals in the statement
of financial posmon The assets of the plan are held separately from the Company in Independemty
administered funds.

The Company operates an annual bonus plan for employees. An expense Is recognised in the statement of
comprehensive income account when the Company has a legal or constructive obligation to make payments
under the plan as a result of past events and a reliable estimate of the obligation can be made.

Pension costs

The Company o perates both défined benefit and defined coitribution pension schemes. The defined benefit
scheme is administered by trustees and Is independent of the Company finances. For the defined benefit
scheme the fund Is valued every three years by a professionally qualified independent actuary, the rates of
contribution payable being determined by the actuary. In the intervening years the actuary reviews the
continuing appropriateness of the rates.

The fair valué of plan assets is measured in accordance with the FRS 102 paragraph 28. This includes the use
of appnopriate valuation techniques.

Actuartal gains and losses arising from experience adjustments and changes in actuarial assumptions are
charged or credited to other comprehensive income.

The net interest cost is calculated by applying the discount rate to the net balance of the defined bensfit:
obligation and the fair value of plan.

Pension costs are accounted for on the basis of charging the expected cost of providing pensions over the
period during which the Company benefits from the employees' services. The effects of variations from regutar
cost are spread over the expected average remaining service lives of members of the scheme

Any defined beneﬂtscheme surplus is recognlsed as adefined benefit plan asset only to the extent that the
Company is able to recover the surplus elther through reduced contiibutions in the future or through refunds
from the plan.

Contributions to the Company’s defined contribution pensjon schemes are charged to the statement of
comprehensive income account in the year in which they become payable. The assets of the defined
contribution scheme are held separately from those of the Company in a separately administered fund.

impairment of non-financial assets

At each statement of financial position date non-finandial assets not caried at fair value are assessed to
determine whether there is an indication that the asset may be impaired. If there is such an indication the
recoverable amount of the asset is compared to the carrying amount of the asset (or asset's cash generating
unit).

The recoverable amount of the asset is the higher of the fair value less costs to sell and value in use. Vaue
in use is defined as the present value of the future pre-tax and interest cash flows obtainable as a resut:of
the asset's continued use. The pre-tax and interest cash flows are discounted using a pre-tax discount rate
that represents the current market risk free rate and the risks inherent in the asset.

If the recoverable amount of the asset is estimated to be lower than the carrying amount, the carrying amount
is reduced to its recoverable amount.

14




Velan Valves Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 28 February 2023

3. Accounting policies (continued)

Financial instruments
The Company has chosen to adopt Sections 11 and 12 of FRS 102 in respect of financial instruments.

Financial assets '

Basic financlal assets, including trade and other receivables, cash and bank balances and amounts due from
group undertakings, areinitiallyrecognised at transaction price, unlessthe arrangementconstitutes afinancing
transaction, where the transaction is measured at the presentvalie of the future receipts discounted at market
rates of lnterest

Such assets are subsequently carried at amortised cost using the effective interest method.

At the end of each reporting period financial assets measured at amgrtised cost are assessed for objective
evidence of impairment. If an asset is impaired the impaiment loss is the difference between the camying
amount and the presert value of the estimated cash flows discounted at the asset's original effective interest

rate. The impalrment is recognised in profit or loss.

Financial assets are derecognised when (a) the contractual rights to the cash flows from the assets expire or
are settled, or (b) substantially all the risk and regards of the ownership of the asset are transferred to another
party or (c) control-of the asset has beentransferred to another party who has the practical ability to unilaterally
séll the asset to an unrelated third party without imposing additional restrictions.

Financial liabilities

Basic financial liabilitles, including trade and other payables and loans from group undertakings are initially
recognised at transaction price, 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.

Debt instruments are subsequently caried at amortised cost, using the effective interest rate method.

Fees pald on the establishment of loan facilities are recognised as transaction costs of the loan to the extent
that it Is probable that some or all of the facility will be drawn down.

Trade payables are obligations to pay for goods or sesvices that have been acquired in the ordinary course of
business from suppliers. Accounts payable are classified as cument liabilities if payment is due within one year
orless. If not, they are presented as non-currentliabiities. Trade payablesare recognlsed initially at transaction
price and subsequently measured at amortised cost using the effective interest.

4. Critical accounting judgements and estimation uncertainty

Estimates arltd judgements are continually evaluated and are based on historical experieme and other factors,
including expectations of future events that are belleved to be feasonable under the circumstances.

Defined benefit pension scheme

The Company has obligations to pay pension benefits to certain employees. The cost of these benefits and
the present value of the obligation depend on a number of factors, including; life expectancy, salary increases,
asset valuations and the discount rate on corporate bonds. Management estimates these factorsindetermining
the net pension obligation in the statement of financial position. The assumptions reflect historical experience
and current trends.

15



Velan Valves Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 28 February 2023

5. Operating loss
The loss is stated after charging:

i

'

Year ended 28 Year ended 28
February 2023 February 2022
! £ ) £
Auditor's remuneration - audit 10,025 7,750
6. Income from shares in group undertakings
Year ended 28 Year ended 28
February 2023 February 2022
£ £
Dividends received 4,106,359 7,615,376 ‘

7. Directors’ remuneration

The Directors did not receive any remuneration for services provided to the Company (2022: £nil). The
emoluments of the Directors are paid by other companies within the group, which make no recharge to the
Company.

None of the Directors participate in eitherthe defined benefit pension scheme or the defined contribution

pension plan (2022: nil).

Only the Directors are considered to be key management of the Company.

8. Employees

The average number of employees during the year was 1 (2022: 1).

9. Interest receivable and similar income

Year ended 28 Year ended 28

February 2023 February 2022

£ £

Interest on intercompany loan 86,159 81,753

16



Velan Valves Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 28 February 2023

10. Tax on profit on ordinary activities

Current éax:
UK Corporation tax on profits for the year

Total current tax

Deferred tax:

Origination and reversal of timing differences
Effect of changes in tax rates

Total deferred tax

Tax on profit on ordinary activities

Year ended 28 Year ended 28
February 2023 February 2022
£ £

!
17,081 34,960
5,760 18,420
22,841 53,380
22,841 53,380

The tax assessed for the year is the standard rate of corporation tax in the UK 19% (2022: 19%). The

differences are explained below:

Profit on ordinary activities before tax

Profiton ordinary activities multiplied by standard rate in the UK

19% (2022: 19%)

Effects \of :

Net gains that are not taxable

Tax rate changes

Expenses not deductible
Adjustments in respect of prior years
Tax cha}ge for the year

11. Dividends paid

Final paid £7.65 (2022: £14.18) per share

Yearended 28 Year ended 28
February. 2023 February 2022
£ £

4,366,745 7,590,372
829,681 1,442,170
(780,208) (1,446,921)
5,760 18,420

(2,850) 3,770
{29,542) 35,940
22,841 53,380

Y.ear ended 28 Year ended 28
February 2023 February 2022
£ £

4,107,488 7,615,376
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Velan Valves Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 28 February 2023

12. Investments

‘ 2023 2022
' £ £
Investments | 4,431,891 4,431,891
Investments include:
Country of Share 0 Hiimian- . .
Incorporation Capital Reserves % owned  Principal activity
Velan SAS France € 2,205,000 € 50,934,128 100% Valve manufacturer
Velan GmbH Gemnany €960,000 € 5,140,280 52.07%  valve distributor
Segadit S.A. France € 2,000,000 € 15,885,662 75% Valve manufacturer

The Directors consider the value of the investments to be supported by their underlying assets. Income from
fixed asset investments during the year was £4,106,359 (2021: £7,615,376).

13. Non-current Receivables

2023 2022
£ £
‘Intercompany loans 2,924,470 2,715,394

intercompany loans are Euro and USD denominated loans which are repayable on 20 April 2023. Interest on
this amount is charged at 3% pér annum. The remaining amotints owed by group undertakings are unsecured,
non-interest bearing and repayable on demand.

14, Debtors
2023 2022
£ . £
Amounts owed by group undertakings . 20,023 19,330
Prepayments and accrued income 15,602 16,551
Other receivables 11,506 13,016

47,131 48,897
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Velan Valves Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 28 February 2023

15. Cash at bank and in hand

2023 2022
£ £
‘; |

Cash at bank and In hand 700,448 639,682

16. Creditors: amounts falling due within one year
2023 2022
£ £
Trade payables 14,893 14,910
Accruals and other payables 8,836 7,000
23,729 21,910

17. Deferred taxation

2023 2022
£ £
Defeired taxation 99,591 76,750

18. leﬁned benefit pension scheme

The Company sponsors Velan Superannuation and Life Assurance Scheme, a funded defined benefit pension
scheme in the UK. The scheme is set up on a tax relieved basis as a separate trust independent of the -
Company and is supervised by independent trustees. The Trustees aré responsible for ensuring that the
correct benefits are pald, that the scheme is appropriately funded and th;at scheme assets are appropriately
invested.

The Trustees arerequired to use prudent assumptions to value the liabilities and costs of the Scheme whereas
the accounting assumptions must be best estimates.

A formal actuarial'valuation was carried out as at 30 June 2020. The results of that valuation have been
projectedto 28 February 2023 with allowance for accrual to that date and using the assumptions set outbelow.

The next formal actuarial valuation of the Scheme will be as at 30 June 2023. The figures in the following
disclosure were measured using the Projected Unit Method.
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Velan Valves Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 28 February 2023

18. Defined benefit pension scheme (continued)

The amounts recognised in the statement of financial position are as follows:

Defined benefit obligation

Fair value of plan assets

Net defined benefit asset
Restriction on asset recognised

Net amount recognised at year end (before any adjustment for
deferred tax)

The amounts recognised in comprehensive income are:

Service cost:
Administration expenses
Net interest credit

Charge recognised in profit or loss

Remeasurements of the net liability:

Retum on scheme assets (excluding amount included in net
interest expense) !

Actuarial gains

Credit recorded in other comprehensive income

Total defined benefit credit

2023 2022

£ £
(3,103,000) (4,098,000)
3,506,000 4,405,000
403,000 307,000
403,000 307,000
2023 $ 2022

£ £

15,000 15,000
(8,000) (2,000)
7,000 13,000
814,000 259,000
(917,000) (456,000)
(103,000) (197,000)
{96,000) (184,000)
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Velan Valves Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 28 February 2023

18. Defined benefit pension scheme (continued)

The principal actuarlal assumptions used were:

| Liability discount rate
Inflation assumiption - RPI
Inflation assumption - CPI
Rate of increase in salaries

-Revaluation of deferred pensions:

benefits accrued in excess of the Guaranteed Minimium Pension

(GMP)

Increases for pensions in payment:
Pension accrued for service from 6 April 1997
GMP accrued for service from 6 April 1988

Propoition of employees opting for early retirement
Proportion of employees commuting pension for cash

Expected age at death of current pensioner at age 65:
Male aged 65 at year end:

Female aged 65 at year end:

Expected age at death of future pensioner at age 65:
Male aged 45 at year end:

Female aged 45 at year end:

Reconciliation of scheme assets and liabilities

At start of period

Benefits paid

Administration expenses

Interest income / (expense) v
Retum on assets (excluding amount included in net
interest expense)

Actuarial gains

At end of period

Assets
£

4,405,000
(182,000)
(15,000)

112,000

(814,000)

3,506,000

2023 2022
5.10% 2.60%
3.30% 3.70%
2.70% 3.00%
0.00% 0.00%
2.70% 3.00%
3.20% 3.50%
2.20% 2.40%
0.00% 0.00%
0.00% 0.00%

87.3 87.3

89.6 89.6

68.2 68.3

70.7 70.7

Liabilities Total

£ £
(4,098,000) 307,000
182,000 .

- (15,000)

(104,000) 8,000

- (814,000)

917,000 917,000
(3,103,000) 403,000
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Velan Valves Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 28 February 2023

18. Defined benefit pension scheme (continued)

The return on plan assets was:

‘Interest income

Retumn on plan assets (excluding amount included in net interest
expense)

Total retum on plan assets

The major categories of scheme assets are as follows:

UK Equities
Overseas Equities
Corporates

Gilts

Property

Insured Annuities
Cash

Total market value of assets

The Scheme has no investments in the Company or in property occupied by the Company.

19. Called up share capital

Authorised - 1,680,000 (2022: 1,680,000) shares £1 each
Alloted and fully paid - 537,083 (2022 537,083) shares of £1 each

2023 2022

£ £

112,000 91,000
(814,000) (259,000)
(702,000) (168,000)
2023 2022

£ £
525,900 234,000

- 387,000

245,420 273,000
70,120 86,000
140,240 . 183,000
2,454,200 3,158,000
70,120 74,000
3,506,000 4,405,000
2023 2022

£ £
1,680,000 1,680,000
537,083 537,083
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Velan Valves Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 28 February 2023

20. Related party transactions

Velan GmbH Velan
Luxembourg
£ £

Statement of.comprehensive income
Interest receivable and sinillar ificome | - 86,159

Statement of financial position

Intercompany loans - 2,924,470
Amounts owed by group undertakings 20,023 -

21. Ultimate parent and controlling company

The ultimate parent, inmediate parent and controlling Company of Velan Valves Limited is Velan inc, a
Company incorporated in Canad a. Copies of the group financial statements may be obtained from; Velan inc,
7007 Cote De Liesse, Montreal, Quebec, Canada, H4T 1G2.

The largest and smaliest group in which the Company.is consolidated for which group financial statements are
prepared is Velan Inc.
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