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Electrosteel Castings (UK) Limited

Directors' Report
For the year ended 31 March 2012

The directors present thetr report and the financial statements for the year ended 31 March 2012
Principal activities

The company’s main activity 1s the distnbution of Ductile Iron Pipework and Accessones
Business review

Electrosteel Castings (UI) Lirmited 15 a wholly owned subsidiary of Electrosteel Castings Limited, Kolkata, India
The company 1s a manufacturer and distnibutor of Ductile Iron and Steel Fabricated Pipes and Fittings to the UK
Water and Sewerage industry

2011/12, as forecast, saw a major upturn in the investment activities of the UK water industry Whalst the 2010-11
year had been extremely difficult 1n respect of volumes, turnover and profitability the successful actuvities
undertaken to secure long term supply ‘Framework’” agreements with the Water Ple’s started to yield the dividends
anticipated when they were secured 1n 2011/12 However as our positon in the market strengthened compettor
activity has intensified during the vear in etther trying to recover lost ground or make in-roads as a newcomer The
net impact of this has been to keep market prices deflated and restrict the scope for real margin growth

As per the previous years commentary we approached 2011-12 “wath a positive outlook 1n respect of both turnover !
and profitability” This expectatton has been realised with a 46% growth i wmover in the year and a profit before

tax of £229,000 for the year This growth primarly comng from the ‘Framework’ agreements secured 1n the

previous year combined with further success in the Eastern European markets

2012-13 1s expected to be a year similar to the last with investment activity contnung at the same pace i the UK

Our focus will be to strengthen our relationships with the Water Plc’s through an increased emphasis on service '
mmprovements In additon a number of our Frameworks are approaching the point where they may either be re-

tendered or extended Our clear objective will be to eatend these 1in order for us to capitalise on the rest of the

AMPS5 programme

On export our emphasis will be to strengthen our market position 1n the Eastern European markets with the
appointment of an ‘in market’ sales team focussed on developing the speaification of cur product and building
relanonships directly wich the customer base As a result we are targeting significant growth 1n these markets and
with the major investment of European funding 1n infrastructure we are confident we can achieve success

Over and above our sales activity we will be focussing strongly 1 the next year on increasing the efficiencies of our

Operational actrvities 1n order to reduce our ‘cost of service’ Therefore whilst selling prices mav be ‘flat’ 1n the
P g P Y
period our objective will be to increase profit margins by working ‘smarter’ and reducing costs

Going concern basis

The directors consider the going concern basis as appropriate given that they have reviewed forecasts for not less
than 12 months from the date of the audit report The forecasts show that the company requires the confirmed
support from the parent company to continue as a gowng concern for that pertod, and the directors have recewved a
letter of support from the parent company covering the same period

Results

The profit for the year, after taxation, amounted to £229,000 (2011 - loss £400,000)
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Electrosteel Castings {(UK) Limited

Directors' Report
For the year ended 31 March 2012

Directors

The directors who served during the year were

Mr A ] Radford
Mr P Lohua
Mr M K Jalan

Financial risk management objectives and policies

The company uses financial instruments, other than dervauves, third party borrowings, inter-company berrowngs,
cash and other liquid resources and various other 1tems such as trade debtors and creditors that anse directly from
its operations The main purpose of these financial instruments 1s to raise finance for the company's operations The
mamn nisks ansing from the company financial instruments are interest rate risk, hiquidity risk and foreign currency
risk The directors review and agree policies for managing each of these risks and they are summarised below The
policies have remained unchanged from previous periods

Interest rate risk

The company finances 1ts operations through a muxture of retamed profits, third party borrowings and inter-
company borrowings The company's exposure to interest rate fluctuanons on its borrowings 1s managed on a
group basis by the use of both fixed and floaung facilines

Liquidity risk

The company secks to manage financtal risk by ensuring sufficient hquidity 1s available to meet foreseeable needs
and to invest cash assets safely and profitably Primanly this 15 achieved through inter-company accounts and bank
loans and overdraft facihities

Currency nisk

I'he company 1s exposed to transaction and translation foreign exchange nsk
Principal Risks and Uncertainties

The UK water industry conunues on the investment plan AMP5 which has scen an increased level of acuvity 1 the
current year and which will continue over the next 2 years During this period we envisage that the nature of the
work will be focussed towards treatment and process activities thereby creating good opportumiues for fittings,
flanged pipe and steel 1n parucular Unfortunately the nature of the water industry 15 that the visibility of detail in
respect of future workload 1s not great and this has resulted in our having to carry high levels of stock in order to
ensure service levels are mantained

With this increasing level of acavity howe er has come an increase i the amount of competiuon globally with a
number of new Pipe manufacturing facilittes being established and slowly this additional capacity being seen 1n the
UK and Europe with other pipe supplers entering the market With extra competition may also come added price
pressures however we continue to try and reduce this impact with positive differentiation in our own service and
product offering

'rom a manufacturing perspective we anticipate that manufacturing costs will increase however to what extent

remains unclear in the current economic chmate In addiuon with the current uncertamty in o1l prices this could 1n
the next year have significant impact on our shipping and freight costs
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Electrosteel Castings (UK) Limited

Directors' Report
For the year ended 31 March 2012

Directors' responsibilities statement

The directors are responsible for prepanng the Directors’ report and the financial statements 1n accordance with
applicable law and regulanons

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 1n accordance with United Kingdom Generally Accepted
Accounung Practice (United Kingdom Accounting Standards and applicable law) Under company law the
directors must not approve the financial statements unless they are sansfied 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

. select suttable accounting policies and then apply them consistendy, |
. make judgments and estimates that are reasonable and prudent, |
|
. prepare the financal statements on the going concern basts unless 1t 1s inappropnate to presume that the :
|

company will contnue 1n busmess

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 tume the financal 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 wrregulantes

Provision of information to auditor

In so far as each of the directors 1s aware
. there 15 no relevant audit information of which the company’s auditors are unaware, and

. the directors have taken all steps thart they ought to have taken to make themselves aware of any relevant
audit information and to establish that the audstors are aware of that nformation

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 governng the preparanion and
dissemnation of financial statements may differ from legislanion 1 other junisdicuions

Auditor

Under section 487(2) of the Companites Act 2006, Grant Thornton UK LLP will be deemed to have been
reappointed as auditor 28 days after these financial statements were sent to members or 28 days after the latest
date prescribed for filing the accounts with the registrar, whichever 1s earlier

This report was approved by the board on 17 Apnl 2012 and signed on 1ts behalf

_/.’...BD\
MrAj Radfor@

Director
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o GrantThornton

Independent Auditor's Report to the Members of Electrosteel
Castings (UK) Limited

We have audited the financial statements of Electrosteel Castings (UK) Linuted for the year ended 31 March 2012,
which comprise the Profit and loss account, the Balance sheet and the related notes The financial reporting
framework that has been applied in thetr preparation 1s applicable law and United Kingdom Accounting Standards
(Untted Kingdom Generally Accepted Accounting Practice)

This report 1s made solely to the company's members, as a body, 1n accordance with Chapter 3 of Part 16 of the
Compantes 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 tn 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 set out on page 3, the directors are responsible
for the preparauon of the financal statements and for being sausfied that they give a truc and fair view Our
responsibility 1s to audit and express an opinton on the financial statements m accordance with applicable law and
[nternational 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
A description of the scope of an audit of financial statements 1s provided on the Auditing Practices Board's website
at www frc org uk/apb/scope/private cfm

Opinion on financial statements
In our opinion the financial statements

. give a true and fair view of the state of the company's affairs as at 31 March 2012 and of 1ts profit for the year
then ended,

. have been propetly prepared in accordance with United Kingdom Generally Accepted Accountung Pracuce,
and

. have been prepated 1n accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006
In our opimon the informaton given in the Directors' report for the financial year for which the financial
statements are preparcd 1s consistent with the financial statements
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o GrantThornton

Independent Auditor's Report to the Members of Electrosteel
Castings (UK) Limited

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 1f, 1n our opinion

. adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us, or

. the financial statements are not in agreement with the accounting records and returns, or
. certan disclosures of directors’ remunerauon specified by law are not made, or
. we have not recaved all the nformation and explanations we require for our audit

G‘fank‘ ﬂo/f\"'ﬁ—- Ow (—LP

Peter Edwards (Sentor statutory auditer)
for and on behalf of

Grant Thornton UK LLP

Statutory Auditor

Sheffield

17 April 2012
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Electrosteel Castings (UK) L.imited

Profit and l.oss Account
For the vear ended 31 March 2012

Turhovet

Cost of sales

Gross profit
Distribution costs

Administrative expenses

Operating profit/{loss)

Interest payable and sumular charges

Profit/ (loss) on ordinary activities before taxation

Tax on profit/{loss) on ordinary activites

Profit/(loss) for the financial year

All amounts relate to continuing operations

Note

1,2

15

2012 2011
£000 £000
19,652 13,428
(16,444) (11,410)
3,208 2,018
(1,554) (1,303)
(1,318) (1,108)
336 (393)
(107) (#4)
229 (437)

- 37
229 (400)

There were no recognised gains and losses for 2012 or 2011 other than those included 1n the Profit and loss

account

The notes on pages 8 to 16 form part of these financial statements
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Electrosteel Castings (UK) Limited
Registered number: 04057880

Balance Sheet
As at 31 March 2012

Fixed assets

Tangible assets

Current assets
Stocks
Debtors

Cash at bank

Creditors: amounts falling due within one
year

Net current assets

Total assets less current liabilities

Creditors: amounts faling due after more
than one year

Net assets

Capital and reserves
Called up share capital

Profit and loss account

Shareholders' funds

Note

10

11

12

14
15

16

£000

11,600
5,904
35

17,539

(16,648)

2012
£000

354

8N

1,245

@
1,243

1,100
143

1,243

£000

7,019
6,495
105

13,619

(12,839)

2011
£000

243

780

1,023

®)

1,014

1,100
(86)

1,014

The financial statements were approved and authomnsed for 1ssue by the board and were signed on 1ts behalf on 17

April 2012

C_‘._)Q
Mr A J Radford

Director

The notes on pages 8 to 16 form part of these financial statements
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Electrosteel Castings (UK) Limited

Notes to the Financial Statements
For the year ended 31 March 2012

1.

Accounting Policies

11

1.2

1.3

1.4

15

Basts of preparation of financial statements

The financial statements have been prepared mn accordance with applicable United Kingdom
accounting standards and under the histonical cost convenuon The policies have remained unchanged
from the previous year

The directors consider the going concern basis as appropriate given that they have reviewed forecasts
for not less than 12 months from the date of the audit report The forecasts show that the company
requures the confirmed support from the parent company to continue as a going concern for that
period, and the directors have recewved a letter of support from the parent company covering the same

period

The company has taken advantage of the exemption from preparing a cash flow statement as conferred
by Fnancial Reporting Standard No 1 (Revised 1996), as 1t 1s a wholly owned subsidiary and the
accounts of the parent company are publicly available

Turmover

Turnover represents the amount denved from the prowvision of goods and services falling within the
company's activities after deduction of trade discounts and value added tax Turnover 1s recogmsed
when goods are dispatched to customers

Leases

Assets held under finance leases, where substantially all the risks and rewards of ownership of the asset
have passed to the company, and hire purchase contracts, are capitalised in the balance sheet and are
depreciated over thewr useful ives The capital elements of future obligations under the leases and hire
purchase contracts are mcluded as liabilitics 11 the balance sheet

The interest elements of the rental obhigatons are charged in the profit and loss account over the
pentods of the leases and hire purchase contracts and represent a constant proportion of the balance of
capital repayments outstanding

Rentals payable under operating leascs are charged 1n the profit and loss account on a straight line basis
over the lease term

Stocks

Stocks are valued at the lower of cost and net realisable value after making due allowance for obsolete
and slow-moving stocks Cost 1s computed on a weighted average basis Net realisable value 1s based
on estumated selling price less the esumated cost of disposal

Deferred taxation

Deferred tax is recognised on all uming differences where the transactions or events that give the
company an obligaton to pay more tax in the furire, or a right to pay less tax in the future, have
occurred by the balance sheet date Deferred rax assets are recognised when 1t 1s more likely than not
that they will be recovered Deferred tax 1s measured using rates of tax which have been enacted or
substantively enacted by the balance sheet date Deferred taxaton assets and penstons are not
discounted
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Electrosteel Castings (UK) Limited

Notes to the Financial Statements
For the year ended 31 March 2012

1.

Accounting Policies (continued)

1.6

1.7

1.8

19

Foreign currencies

Transactons expressed in foreign currenctes are translated mto sterling and recorded ar rates of
exchange approximanng to those ruling at the date of the transactton Monetary assets and liabilities
are translated at rates ruling at the balance sheet Exchange gains and losses are recognised in the Profit
and loss account

Retitement benefits
Defined contribution pension scheme

The company makes contributions to various personal pension schemes The pension cost charge
represents amounts payable by the company to the schemes in respect of the year

Tangible fixed assets and depreciation
Tangible fixed assets are stated at cost less depreciatton  Depreciation 1s provided at rates calculated to

write off the cost of fixed assets, less thetr estmated residual value, over their expected useful lives on
the following bases

Frechold property - 10%

Plant & machinery and fixtures & - 15% to 35%
fitangs

Computer equipment - 20% to 33%

Financial instruments

Financral habihties and equity instruments are classified according to the substance of the contractual
arrangements entered mnto An equuity mstrument 1s any contract that evidences a residual intetest in the
assets of the enuty after deducting all of 1ts financial labihities

Where the contractual obligations of financial instruments (ncluding share capital) are equivalent to a
similar debt instrument, those financial instruments are classed as financal habilittes Financial habilities
are presented as such in the balance sheet Finance costs and gains or losses relating to financial
liabilities are included in the profit and loss account Finance costs are calculated so as to produce a
constant rate of return on the outstanding hability

Where the contractual terms of share capital do not have any terms meetng the definition of a finaneial

liability then thus 1s classed as an equuity instrument Dividends and distibutions relaung to equity
mstruments are debited direct to equuty
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Electrosteel Castings (UK) Limited

Notes to the Financial Statements
For the year ended 31 March 2012

2.

Turnover

Turnover 1s dertved from the distribution of ductile iron pipework and accessories

A geographical analysis of turnover 1s as follows

United Kingdom
Rest of Europe

Operating profit/{loss)
The operating profit/(loss) 15 stated after charging/(crediting)

Depreciation of tangible fixed asscts

- owned by the company

- held under finance leases
Auditor's remuneration
Auditot’s remuneration - non-audit
Operating lease rentals

- plant and machinery
Difference on foreign exchange
Vchicle leases

2012 2011
£000 £000
17,404 11,802
2,248 1,626
19,652 13,428
2012 2011
£000 £000
98 49

9 11

8 7

2 2

63 51
24 )

18 18
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Electrosteel Castings (UK) Limited

Notes to the Financial Statements
For the year ended 31 March 2012

4. Staff costs

Staff costs, mcluding directors' remuneration, were as follows

2012 2011
£000 £000
Wages and salaries 835 698
Social security costs 93 68
Other pension costs K3 27

959 793

The average monthly number of employees, including the directors, during the year was as follows

2012 2011

No. No

Manufactuning 12 9
Selling and admuntstration staff 26 21
38 30

5. Directors' remuneration

2012 2011
£000 £000

Emoluments 93 92

Company pension contributtons to defined contnbution pension

schemes 8 8

During the year retrement benefits were accruing to 1 director (2011 - 1) i respect of defined contnbution
penston schemes

6. Interest payable

2012 2011
£000 £000
On bank loans and overdrafts 107 44
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Electrosteel Castings (UK) Linited

Notes to the Financial Statements
For the year ended 31 March 2012

7. Taxation

2012 2011
£000 £000
Analysis of tax charge n the year
Cutrent tax (see note below)
UK corporation tax chatge on profit/loss for the year - -
Deferred tax
Ongiauon and reversal of uming differences - (36)
Effect of increased tax rate on opening habdity - n
Total deferred tax (see note 13) - (37)
Tax on profit/loss on ordmary activities - 37N

Factors affecting tax charge for the year

The tax assessed for the year 15 lower than (2011 - lower than) the standard rate of corporation tax in the UK

of 26% (2011 - 28%) The differences are explaned below

2012 2011
£000 £000
Profit/loss on ordinary activities before tax 229 {437)
Profit/loss on ordinary activities multiplied by standard rate of
corporation tax in the UK of 26% (2011 - 28%) 60 (122)
Effects of:
Expenses not deductible for tax purposes, other than goodwill
amortsation and impairment 7 8
Capital allowances for year 1n excess of depreciation (11) (16)
Other uming differences leading to an mcrease (decrease) in
taxation 3 2
Uulisation of tax losses and other deductions (59) 132

Current tax charge for the year (see note above) -
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Electrosteel Castings (UK) Limited

Notes to the Financial Statements

For the year ended 31 March 2012

10.

Tangible fixed assets

Cost

Ar 1 Apnl 2011
Addiuons
Transfer between classes

At 31 March 2012

Depreciation

At 1 Apnl 2011
Charge for the year
Transfer between classes

At 31 March 2012

Net book value
At 31 March 2012

At 31 March 2011

Freehold Plant &  Fixtures & Computer

property  machmety fitings equipment TFotal
£000 £000 £000 £000 £000
- 399 167 - 566
63 30 34 21 218

- - (78) 78 -
63 429 123 169 784
- 237 86 - 323
2 57 7 41 107

- - (17) 17 -
2 294 76 58 430
61 135 47 11 354
- 162 81 - 243

The net book value of assets held under finance leases or hire purchase contracts, included above, are as

follows

Plant and machinery

Stocks

Finished goods and goods for resale

Debtors

Trade debtors

Amounts owed by group undertakings

Other debtors

Prepayments and accrued income
Deferred tax asset (see note 13)

2012 2011
£000 £000
16 15
2012 2011
£000 £000
11,600 7,019
2012 2011
£000 £000
5,539 6,270
27 80
266 1
47 119
25 25
5,904 6,495
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Electrosteel Castings (UK) Limited

Notes to the Financial Statements
For the year ended 31 March 2012

10. Debtors {continued)

11. Creditors:
Amounts falling due within one year

2012 2011

£000 £000

Bank loans and overdrafts 3,526 3,526
Trade creditors 2,260 1,281
Other creditors 5 3
Net obligattons under finance leases and hire purchase contracts 7 8
Amounts owed to group undertakings 8,59 7,469
Social security and other taxes 23 229
Accruals and deferred income 2,236 323
16,648 12,839

There 15 a fixed charge held over all assets of the company, including Freehold & Leasehold property, ansing

from secunty over the bank facility held with ING VYSYA Bank Limited dated 30 June 2011

12. Creditors:
Amounts falling due after more than one year

2012 2011

£000 £000
Net obligations under finance leases and hire purchase contracts 2 9
Obligations under finance leases and hire purchase contracts, included above, are payable as follows

2012 2011

£000 £000
Berween one and five years 2 9

13. Deferred tax asset

2012 2011

£000 £000
At beginnung of year 25 (12)
Released dunng year - 37
At end of year 25 25
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Electrosteel Castings (UK) Limited

Notes to the Financial Statements
For the year ended 31 March 2012

13.

14.

15.

16.

17.

Deferred tax asset (continued)

The deferred tax asset 1s made up as follows

2012 2011

£000 £000
Accelerated capital allowances (28) (28)
Losses and other deductions 52 52
Other uming difference 1 1
25 25

A deferred tax asset on historical trading losses of £200,000 has been recogmsed (2011 £200,000)
Unrecogmsed deferred tax assets are in respect of unutilised tax losses of £30,000 (2011 £270,000)

Share capital

2012 2011
£000 £000
Authonsed, allotted, called up and fully paid
1,100,000 Ordinary shares of £1 each 1,100 1,100
Reserves
Profit and
loss account
£000
At 1 Aprl 2011 (86)
Profit for the year 229
At 31 March 2012 143
Reconciliation of movement in shareholders® funds
2012 2011
£000 £000
Opentng shareholders' funds 1,014 414
Profit/{loss) for the year 229 (400)
Shares 1ssued dunng the year - 1,000
Closing shareholders' funds 1,243 1,014

Derivatives

There were no dertvatives held by the company at 31 March 2012 or 31 March 2011
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Electrosteel Castings {UK) Limited

Notes to the Financial Statements
For the year ended 31 March 2012

18.

19,

20.

21.

22.

23.

Related party transactions

As a wholly owned subsidiary of Electrosteel Casungs Limuted, the company 15 exempt from the
requirements of FRS8 to disclose wransactions with other members of the group headed by Electrosteel
Castungs Limited, 19 Camac Street, Kolkata, 700017 on the grounds that accounts are publicly available ‘1 he
consohdated financtal statements are avatlable on the parent company's website www electrostecl com

Capital commitments

At 31 March 2012 the company had capital commitments as follows

2012 2011
£000 £000
Contracted for but not provided 1n these financial statements - 22

Pension commitments

The company participates 1 a money purchase pension scheme mn respect of us dwrectors, staff and
employees The asscts of the scheme are held separately from those of the company in independently
administered funds The pension cost charge represents contnbutions payable by the company to the
schetnes and amounted to £31,000 for the year (2011 [27,000)

Operating lease commitments

Operating lease payments amounting to £98,000 (2011 £83,000) are due within one year The leases to
which these amounts relate expire as follows

Land and buildings Other
2012 2011 2012 2011
£000 £000 £000 £000
Expiry date:
Within 1 year - - 9 9
Between 2 and 5 years - - 12 6
After more than 5 years 77 68 - -

Contingent liabilities

There were no contingent liabilities as at 31 March 2012 or 31 March 2011

Ultimate parent undertaking and controlling party

The ulumate parent undertaking of this company s 1ts parent company, Electrosteel Castings Limited, a
company incorporated 1n India which 1s also the company’s controlling related party by virtue of its 100%
ownership of the company’s share capital
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