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Wolseley UK Limited

Directors’ report for the year ended 31 July 2013

The Directors present thewr report and the audited financial statements of the Company for the year ended 31 ‘
July 2013

Business review and principal activities
The Company 1s a wholly owned subsidiary of its ultumate parent company Wolseley plc and operates as part of
the UK business of the Wolseley plc group of companies (“the Group’)

The Company’s business units include Plumb Center, Parts Center, Pipe Center, Climate Center, Drain Center,
Integrated Services, BCG and Burdens The Company 1s focused on 1ts core, strong businesses with market
leading positions 1n plumbing and heating and adjacent businesses The majority of revenue 1s generated from
the RMI market, with the public sector accounting for around 35% of revenue

Plumbing and Heating includes Plumb and Parts Centers which are leading distributors of plumbing and heating
products The business operates through a national branch network and can deliver superior fill rates and a wide
range of products through its distribution centres The business also supplies a wide range of spares and
replacements Efficiencies arise from purchasing volumes, from opportunities to cross-sell and from shared
sites During the year, the business has delivered a strong financial performance in a tough trading environment
and centinues to look for opportumties to improve customer service and grow revenue

Pipe and Climate Centers distribute pipes, valves, fittings, air conditioming and refrigeration products The
business has a sound track record of profitabihity, and volumes are driven by non-residential new build projects

On 31 July 2013, the trade and assets of the continuing trade under the Burdens brand name were purchased
from Wolseley Utilities Limited, a subsidiary of the Company The Burdens branches operate n the uniities
sector and have helped to gain a market leading position in the below ground drainage sector Burdens will be
the new “below ground drainage” brand of the Company and 21 Drain Center branches are being rebranded

The remaining 55 Drain Center branches will focus on “above ground drainage”, which has been moved to form
part of the Plumbing and Heating segment Drain Center has had a difficult year due to the contmuing poor
market conditions seen 1n the second half of the year

Integrated Services offers outsourced inventory management and procurement services for maintenance
activities on a long-term contract basis, manly to public institutions such as housing associations

BCG 1s a distributor of heating, bathroom and kitchen products The business operates through a national
distribution network and provides excellence through uts service and product availabihty During the year, BCG
saw strong growth m the second ling merchant distribution channel

The Company alsc acts as a helding company and has a substantial investment in a group of French companies,
which are also part of the Group

During the year a strategic review of the Group’s business 1n France was conducted The key outcomes were the |
disposal of 88 branches n the South of France and proposed restructurmg of the building materials business

including the sale or closure of a further 14 branches As a result, management have re-assessed the recoverable

amount of the Company’s mvestment wn the French business, and have recorded an exceptional impairment of

the investment held of £218,267,000 (2012 £221,000,000)

On 20 September 2012, B Participations SAS, a French subsidiary of the Company, affected a decrease of
equuty {by reducing the nominal value of its shares) and a share premium repayment resuiting in a total amount
due to the Company of €1,434,907,000 Thus has reduced the cost of the investment held in B Participations
SAS by £1,141,261,000, see note 12 on page 30, and also reduced the loans from greup undertakings, see note
15 on page 34




Wolseley UK Limited

Directors’ report for the year ended 31 July 2013 (continued)

Business review and principal activities (continued)

The Company participates in the Wolseley Group Retirement Benefits Plan ( ‘the Plan™), a defined benefit pension
arrangement that provides benefits to employees within the Group The assets of the Plan are held separately from
the Company’s assets During the year ended 31 July 2009, the Plan was closed to new members and a defined
contribution scheme was established Following consultation, the Plan will be closed to future accrual as at 31
December 2013 and will be replaced by a new defined contribution scheme

As shown n the Company’s profit and loss account on pages 10 and 11, total tumover decreased by 4 2% n the
year, due principally to the disposal of the Build Center business The Company completed the sale of Build
Center, the Company’s building materials distribution business, on 4 November 2011

Turnover from continuing operations mcreased by 1 2% 1n the year New residential construction and RM1
markets improved in the second half There was no signmificant price inflation during the year Plumb and Parts
Center and Pipe and Chmate Center gained market share although growth was held back by weaker industrial
markets Gross margins were down on last year due to a challenging pricing environment

Operating profit before exceptional 1items of £85 1 million (2012 £76 4 mullion) was higher than last year

At 31 July 2013 the total number of branches operated by the Company was 745 (2012 900) The majority of
this reduction 1s attributable to 157 Part Center branches that were amalgamated with Plumb Center branches on
the same site during the year

The balance sheet on page 12 and note 20 on page 38 of the financial statements show that the Company’s
financial position at the year end has, in net assets terms, decreased by £123 5 million The change 1s principally
due to the exceptional impairment charge referred to above and the reduction in the net pension deficit, see note
23

The Group manages 1ts operations on a segmental basis For this reason, the Directors beheve that further key
performance indicators for the Company are not necessary or appropriate for an understanding of the
development, performance or position of the business Details of the key performance indicators are shown on
pages 18 to 19 of the Group’s Annual Report for the year ended 31 July 2013 (“the Group’s Annual Report”)
The performance of the UK division of the Group, which includes the Company, 15 discussed on pages 30 to 31
of the Group’s Annual Report

Details of post balance sheet events are include in note 28 on page 45

Principal risks and uncertainties

The Company’s operations are affected by various statutes, regulations and Jaws n the countries and markets m
which 1t operates While the Company 1s not engaged 1n a highly regulated industry, 1t 1s subject to the laws
governing businesses generally, including laws affecting competition, international trade, fraud, bribery and
corruption, land usage, zoning, the environment, health and safety, transportation, labour and employment
practices (including pensions), data protection, payment terms and other matters

The principal risks and uncertainues facing the Company are mtegrated with the principal risks of the UK
bustness of which the Company forms part The UK business has identified product hability, customer and
supplier default, the economic downturn, IT systems performance, major contract comphance, and fraud,
bribery and corruption as its top risks  Ongoing actions are i place to provide appropriate mitigations,
including a programme to ensure appropriate written contracts are in place with major supplers, a product
integrity programme, an anti-bribery and corruption programme, and compliance with the UK business’s Code
of Conduct




Wolseley UK Limited

Directors’ report for the year ended 31 July 2013 (continued)

Principal risks and uncertainties (continued)

Core IT systems and data centres have documented disaster recovery plans which are tested annually The
Group operates an 1T governance framework including dedicated IT security policies The Group has formally
documented and tested plans for those distribution centres, head office buildings and data centres where the risk
1s deemed to be greatest

During the year, the Company, as part of the UK business, has reviewed and augmented 1ts anti-fraud, bribery
and corruption processes, including launching an online Code of Conduct tramning programme to managers
The UK business also underwent a product integrity audit, and has started to umplement a programme of
activifies to reftect the audit’s findings and drive product integrity imtiatives to ensure the sourcing and supply
of safe products that are of suitable quality

The UK business conducts a six-monthly risk assessment to 1dentify risks and ensure appropriate action plans
are 1n place This s part of the wider Group risk management process, which 1s designed to 1dentify, manage
and mitigate business risk  The reports submitted by the UK business and other Group businesses are
aggregated to 1dentify the overall Group risks and the principal risks and risk management activities / controls
of Wolseley plc, which include and reflect those of the Company, are discussed in the Group’s Annual Report
on pages 42 to 47 (which deoes net form part of this report)

There are a number of rnisks and uncertainties which the Directors believe could have an impact on the
Company’s long-term financial performance The Company has in place an extensive risk management
programme which 1s designed to ensure that significant and emerging risks are identified, assessed and managed
effectively The principal risks faced by the Company and 1ts management response are summarised below

Economic downturn

The Company’s products are m the mamn distnibuted to professional contractors in connection with commercial,
industnal and residential construction projects and the Company’s results are consequently dependent on the
levels of activity in these markets There continues to be a risk that markets may fluctuate rapidly or experience
further downturns

The Company beheves it has effective measures in place to respond to market conditions Existing measures in
place mclude the development of business models, resource allocation processes, planning, budgeting and
forecasting processes, cost reduction, pricing and gross margin management initiatives, including a focus on
customer service and productivity improvement, and improvements in monthly management information

FPressure on margins

Market conditions continued to drive greater competition during the year which, if not mitigated, could lead to
downward pressure on sales prices and profit margins Gross margin improvement utiatives remain a priority
and the focus 15 on continuous rmprovement in customer service, product availability and product mix

Liguidity and funding risks and financial risk management
The Company’s nisks relating to liquidity and funding and financial management are managed by the Group and
are discussed on page 41 of the Group’s Annual Report

Credit risk

The Company provides credit terms to many of 1its customers There 1s an associated risk that customers may
not be able to pay outstanding balances due to the Company There are established procedures in place to review
and collect outstanding recervables Significant outstanding and overdue balances are reviewed regularly and
action 1s taken Some protection 1s provided for significant cusiomers through credit insurance arrangements
and the Company has a professional, dedicated credit team Appropriate provisions are made promptly for debts
that may be impaired




Wolseley UK Limited

Directors’ report for the year ended 31 July 2013 (continued)

Principal nisks and uncertamnties (continued)

Risks related to international transactions

The Company’s risks relating to international transactions are managed by the Group The Group seeks to
manage its foreign currency risk and the steps 1t takes are described on page 41 of the Group’s Annual Report

Health, safety and environment

The Company recognises the importance of its health, safety and environmental responsibilities and operates in
accordance with the Group’s Corporate Responsibility programme which 1s described on pages 48 to 63 of the
Group’s Annuval Report

Health and safety principles include the prohibition of substance abuse, fleet mamtenance in comphance with
local legislation, the provision and use of protective clothing and apparatus and full safety training for all
employees Tools such as risk assessments, documented safe working practices and self-assessments are 1n
place

Environmental principles include the integration of environmental management mto business operations, a
commitment to comply with local environmental legislation and ensuring proper communication with
employees on environmental matters There 15 a nisk of increased operational cost due to nsing energy and fuel
prices, increasing carbon and waste taxes and more burdensome regulatory requirements To address the nisk,
the UK business has targets in place to improve energy, fuel and waste efficiency

Employment policies
Details of the number of employees and related costs can be found 1n note 2 to the financial statements

[t 1s the Company’s policy to give full and fair consideration to applications for employment made by disabled
persons, to continue wherever possible the employment of staff who become disabled and to provide equal
opportuntties for the training and career development of disabled employees

Constderable tmportance is placed on the involvement of employees The Company 1s committed to providing
employees with information on matters of concern to them on a regular basis, so that the views of employees
can be taken into account when making decisions that are hkely to affect their interests This 1s done through
formal and informal meetings, in-hecuse publications and the Company’s mtranet site, which provides up to date
information on significant developments n the UK business and the Group

Company employees can participate in the Wolseley plc savings related share option scheme

Results and dividends
The Company’s loss for the financial year was £174 7 mitlion (2012 £220 1 miihon) The Directors do not
recommend the payment of a dividend (2012 £ml)

Payments to creditors
The number of days creditors outstanding at 31 July 2013 was 95 (2012 92)

[t 1s the Company’s policy to establish terms and conditions of trading with 1ts supphers and to make payments
to suppliers within these agreed tenns

Donations
During the year the Company made charitable donations of £69,000 (2012 £79,000), principally to local
chariies serving the commumities in which the Company operates




Wolseley UK Limited

Directors’ report for the year ended 31 July 2013 (continued)

Drirectors

The Directors of the Company during the year ended 31 July 2013 and up to the date of signing the financial
statements were

S Ashmore

D Harding (resigned 30 July 2013)

K H D fones

P Turner (appomnted 30 July 2013)

During the year there was a change to the Company Secretary Graham Middlemiss resigned on 14 June 2013
and Vanessa French was apponted on 14 June 2013

As permitted by the Articles of Association, the Directors have the benefit of an indemmty which 1s a qualifying
third party indemmity provision as defined by Section 234 of the Companies Act 2006 The indemnity was n
force throughout the last financial year and remawns 1n force at the date of approval of the financial statements
The Group also purchased and mamntained throughout the financial year directors’ and officers’” hability
insurance n respect of itself and 1ts directors

Statement of Directors’ responsibihties
The Directors are responsible for preparing the Directors’ report and the financial statements 1n accordance with

applicable law and regulations

Company law requires the Directors to prepare financial statements for each financial year Under that law the
Directors have prepared the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law) 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

. select suitable accounting polictes and then apply them consistently,
. make judgements and accounting estimates that are reasonable and prudent,
. state whether applicable UK Accounting Standards have been followed, subject to any material

departures disclosed and explained n the financial statements,
. prepare the financial statements on the going concern basis unless it 1s iappropriate to presume that
the Company will continue in business

The Dhrectors 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 rregulanties

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




Wolseley UK Limited

Directors’ report for the year ended 31 July 2013 (continued)

Disclosure of information to auditors

So far as the Directors are aware, there is no relevant audit information (that 1s, information needed by the
Company’s auditors in connection with preparing their report) of which the Company’s auditors are unaware,
and each Director has taken all the steps that they ought to have taken as a director in order to make themselves
aware of any relevant audit information and to establish that the Company’s auditors are aware of that
information

By order of the Board

f/ QVAYE 2N OCIA/\[/‘-/‘

V French
Company Secretary
13 January 2014



Wolseley UK Limited

Independent auditors’ report to the members of Wolseley UK Limited

We have audited the financial statements of Wolseley UK Limited for the year ended 31 July 2013 which
comprise the profit and loss account, the statement of total recognised gans and losses, the balance sheet, the
accounting policies and the related notes The financial reporting framework that has been apphed m their
preparation 1s applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted
Accounting Practice)

Respective responsibilities of directors and auditors

As explained more fully in the Statement of Directors’ responsibilities, set out on pages 6-7, the Directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and farr
view Our responsibility 1s to audit and express an opimion 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

This report, mncluding the opinions, has been prepared for and only for the Company’s members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose  We do not, in
giving these opintons, accept or assume responsibihity for any other purpose or to any other person to whom this
report 1s shown or into whose hands it may come save where expressly agreed by our prior consent in wniting

Scope of the audit of the financial statements

An audit involves obtaining evtdence about the amounts and disclosures n 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 approprate 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 Directors’ report to 1dentify material
mnconsistencies with the audited financial statements If we become aware of any apparent matenal
misstatements or inconsistencies we consider the implications for our report

Opinien on financial statements
I[n our opmion the financial statements

¢ give atrue and fair view of the state of the Company’s affairs as at 31 July 2013 and of 1ts loss for the
year then ended,

¢  have been properly prepared i accordance with United Kingdom Generally Accepted Accounting
Practice, and

e 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 1s consistent with the financial statements




Wolseley UK Limited

Independent auditors’ report to the members of Wolseley UK Limited
(continued)

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

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

the financial statements are not 1n agreement with the accounting records and returns, or

certain disclosures of directors’ remuneration specitied by law are not made, or

we have not recerved all the information and explanations we require for our audut

QHu Cottorr

Randal Casson (Senior Statutory Auditor)
For and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors

Leeds

13 January 2014




Wolseley UK Limited

Profit and loss account for the year ended 31 July 2013

s S

2013 2013 2013 2012 2012 2012
Before Exceptional  Total after Before  Exceptional Total after
exceptional items  exceptional exceptional 1tems excepuional
items (note 4) items lems (note 4) items
Note £000 £°000 £'000 £ 000 £000 £ 000
Turnover
Continuing operations 1,630,934 - 1,630,934 1,610,905 - 1,610,905
Discontinued operations - - - 91,417 - 91,417
1 1,630,934 - 1,630,934 1,702,322 - 1,702,322
Change tn stocks of finished goods 23.078 . 23.078 (52.747) ; (52.747)
and in work 1n progress ' )
Other operating income 92,999 - 9,999 27599 - 27,599
Purchase of raw materials and (1,253,045) - (1,253,045) (1.222,152) 474 (1,221,678)
consumables
Staft costs 2 (176,609) (3,931) {180,540)  (197,065) (1 546) (198.611)
Goodwill amortisation and 9 2374 - (2,374 2374 - (2379
imparrment
Tangible fixed assets depreciation 1" (11,593) (670) (12,263 (11,137 - {LL,137)
and impatrment
{nvestment imparrments 12 - (218,389) (218,389) - (221 438) (221,438)
Other operating charges (135,294) (6,246) (141,540)  (167998) (791 (168,789}
Operating loss 3
Continuing operations 85,096 (229,236) (144,140) 75,575 (223.301) (147,726)
Discontinued operations - - - 873 - 873
85,096 (229.,236) (144,140) 76,448 (223.301) (146.853)
Profit/(loss) on sale of tangible 1 900 (82) 818 30 (10) (4}
fixed assets
Profit on disposat of discontinued 5 ) 9,753 9,753 i 13372 13372
operanons
Profit/(loss) on disposal of i2 - 2,300 2,300 . (34533 (34533)
investments
Income from shares 1n group 6 . i} ) 711 ) 711
underakings |
Loss on ordinary activities hefore 85.996 (217,265)  (131.269) 77 129 (244 472) (167 343)

interest (¢twd)




Wolseley UK Limited

Profit and loss account for the year ended 31 July 2013 (continued)

2013 2013 2013 2012 2012 2012
Before Exceptional  Total after Before  Exceptional Total after
exceptional items  exceplional exceptional items exceptional
items {note 4) 1tems items {note 4) items
Note £°000 £°000 £'000 £000 £ 000 £ 000
Loss on ordinary activities before 85,996 (217,265) (131,269) 77,129 (244,472) (167,343)
mterest (bfwd)
[nterest receivable and similar 7 5,642 . 5,642 10,895 ; 10,895
income
Interest payable and similar charges 7 (19,434) - (19,434) (53,963) - (53,963)
Other finance costs 23 1,423 - 1,423 (6 500) - (6 500)
Loss on ordinary activittes before 73,627 (217,265) (143,638) 27,559 (244,472) (216,913)
taxation
Tax on loss on ordinary activities 2 (33,652) 2,577 (31,075) (4.018) 797 (3,221)
Loss for the financial year 19 39,975 {214,688) (174,713) 23,541 (243,675) (220,134)

There 15 no material difference between the results as described in the profit and loss account above and the
results on an unmodified historical cost basis The accounting policies and notes on pages 13 to 45 form part of

these financial statements

Statement of total recognised gains and losses for the year ended 31

July 2013
Note 2013 2012
£'000 £ 000
Loss for the financial year i9 (174,713) (220,134)
Actuarial gain/(loss) recognised on penston scheme 23 41,827 (42,095)
Movement on deferred tax relating to pension habihty 14 (38,891) (12,466)
Movement on deferred tax relating to losses 14 29,587 -
Movement on current tax relating to pension liability 20 - 18,957
Currency translation differences 19 19,500 (23,665)
Total recogmsed loss for the year (122,690) (279,403)




Wolseley UK Limited

Balance sheet as at 31 July 2013

Registered number 00636445

Note 2013 2012
£°000 £000
Fixed assets
Intangible assets goodwill 9 48,686 19,776
Intangible assets other 10 12,241 8,694
Tangible assets 1 109,116 98,546
Investments 12 248,630 1,540,531
418,673 1,667,547
Current assets
Stocks 13 228,746 205,670
Debtors amounts fallimg due within one year 14 045,646 562,354
Debtors amounts falling due after more than one year 14 55,903 43,250
Cash at bank and n hand 48,459 273,671
1,278,754 1,084,945
Creditors amounts falling due within one year 5 (455,487) (432,440)
Net current assets 823,267 652,505
Total assets less current habilities 1,241,940 2,320,052
Creditors: amounts falling due after more than one year 15 (566,721)  (1,364,531)
Provisions for habihties 16 (38,628) (48,915)
Net assets excluding pension deficit 636,591 906,606
Pension deficit 23 (18,242) (164,778)
Net assets including pension deficit 618,349 741,828
Capital and reserves
Called up share capital 17 24,531 24,531
Share premium account 18 245,108 245,108
Revaluation reserve 19 381 381
Foreign currency retranslation reserve 19 34,766 15,266
Profit and loss account 19 313,563 456,542
Total shareholders® funds 20 618,349 741,828

The financial statements on pages 10 to 45 were approved by the board of Directors on 13 January 2014 and

were signed on 1§5 behalf by

S Ashmore
Director




Wolseley UK Limited

Accounting policies for the year ended 31 July 2013

Basis of accounting

The financial statements are prepared on the going concern basis, under the historic cost convention, as
modified by the incluston of certain properties at a valuation, and 1n accordance with the Companies Act 2006
and applicable accounting standards n the United Kingdom A summary of the principal accounting policies,
which are applhied consistently, 15 set cut below

Exceptional items

Exceptional tems are those material items which, by virtue of their size or incidence, are presented separately in
the profit and loss account to enable a full understanding of the Company’s financial performance Transactions
which may give rise to exceptional items mclude restructurings of business activities, gains or losses on the
disposal of businesses and the impairment of investments

Turnover

Turnover 1s the amount derived from the provision of geods and services failing within the Company’s ordinary
activities, excluding estimated and actual sales returns, trade and early settlement discounts, value added tax and
similar sales taxes

Revenue from the provision of goods 1s recognised when the risks and rewards of ownership of goods have been
transferred to the customer The risks and rewards of ownership of goods are deemed to have been transferred
when the goods are shipped to, or are picked up by, the customer

Revenue from services, mmcluding rental income, 15 recogmsed when the service provided to the customer has
been completed

Other operating income

Other operating income 1ncludes settlement discounts receivable on inventory purchases from suppliers, income
from group undertakings for the provision of services to them, and mcome from other parties for the provision
of transitional services relating to the disposals of subsidiary undertakings and discontinued operations

Suppler rebates

The Company enters into arrangements with certain suppliers for stock purchase rebates These purchase rebates
are accrued as earned and are recorded initrally as a reduction 1n stock with a subsequent reduction in cost of
sales when the related product 1s sold

Impairment of fixed assets

In accordance with FRS 11, “Impairment of Fixed Assets and Goodwill”, fixed assets are subject to review for
impairment Any mmpairment 1s recogiised in the profit and loss account or revaluation reserve as appropriate n
the year in which 1t occurs

Intangible assets: goodwill

Goodwill arising on acquisitions represents the excess of the fair value of the consideration given over the fasr
value of the identifiable net assets acquired and 1s capitalised and amortised over its estimated useful life
Following pubhication of FRS 10, “Goodwilt and Intangible Assets”, a revised policy for goodwill was adopted
with effect from 1 August 1998

Goodwiil ansing from acquisitrons completed on or after that date 15 capitalised and amortised on a straight-line
basis over a period of not more than 20 years Goodwill arising on acquisitions priorto 1 August 1998 has not
been restated on the balance sheet




Wolseley UK Limited

Accounting policies for the year ended 31 July 2013 (continued)

Intangible assets: goodwill (continued)

All goodwiil has been ailocated to mmcome generating units (“1GUs™) These are independent sources of income
streams, and represent the lowest level within the Company at which associated goodwill 15 monitored for
management purposes, typically business unit level The Company tests annually for impairment or more
frequently 1f there are indications that goodwill might be impaired [f testing at the 1GU level indicates
impairment then this 1s allocated across the statutory entities on which the goodwill imtially arose

The recoverable amount of the 1IGUs 1s determined from value in use calculations These calculations use cash
flow projections based on five year financial forecasts approved by management The key assumptions for these
forecasts are those regarding revenue growth, net margin and level of working capital to support trading, which
management estimates based on past expertence and expectations of future changes 1n the market To prepare
value 1n use calculations, the cash flow forecasts are extrapolated after the five year period at an estimated
average long-term nominal growth rate of 2 5% for each market (2012 2 5%), and discounted back to present
value The discount rate assumptions use an estumate of the weighted average cost of capital, based on the five
year historic volatility of the Group’s shares and on benchmark interest rates, adjusted for the risk attributable to
individual I[GUs For the year ended 31 July 2013 the post tax discount rate used was 8 5% (2012 8 3%)

The net assets of businesses acquired are incorporated in the Company at their fair value Fair value adjustments
relate principally to adjustments necessary to bring the accounting policies of the acquired businesses into line
with those of the Company, but may also include other adjustments necessary to restate assets and habilitues at
their fair values at the date of acquisition

Intangible assets: other

Computer software that 15 not integral to an item of property, plant and equipment is recognised separately as an
mmtangible asset and 1s carried at cost less accumulated amortisation and accumulated impairment losses Costs
include software licences and consultancy costs attributable to the development, design and implementation of
the computer software and internal costs directly attributable to the development, design and implementation of
the computer software Costs 1n respect of training and data conversion are expensed as incurred Amortisation
15 calculated using the straight-line method so as to charge the cost of the computer software to the profit and
loss account statement over uts estimated useful hife (three to five years)

Branding costs are included at cost and depreciated in equal annual instalments over a peniod of 20 years which
1s their estimated useful economic life Provision 1s made for any impairment

Tangible fixed assets and depreciation

Tangible fixed assets are stated at historic purchase cost less accumulated depreciation Cost includes the
origmal purchase price of the asset and the costs attributable to bringing the asset to 1ts working condition for its
intended use Depreciation 1s provided on all tangible fixed assets {(except freehold land) on a straight-line basis
to write off the cost or valuation of those assets, less their resicual values, over their estimated useful hives The
principal rates of depreciation are as follows

Land and buildings 2% - life of lease
Plant and machinery 10 - 15%
Fixtures, fittings, tools and equipment 15 - 331A%
Motor vehicles 25%

The Company has adopted the transitional arrangements of FRS 15, “Tangible Fixed Assets” and therefore the
carrying amount of fixed assets reflects previous revaluations, which have not been restated to depreciated
historical cost
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Accounting policies for the year ended 31 July 2013 (continued)

Fixed assets investments
Fixed asset investments are recorded at cost less provision for impairment The Company assesses at each
balance sheet date whether there 1s objective evidence that an investment or a group of investments 1s impaired

An mmpairment loss 1s recognised for the amount by which the investment’s carrying amount exceeds 1ts
recoverable amount The recoverable amount is the higher of an investment’s net realisable value and value 1n
use

Leased assets

Where the Company enters into a lease agreement which entails taking substantially all the risks and rewards of
ownership of an asset, the lease 1s treated as a “finance lease” The asset 15 recorded in the balance sheet as a
tangible fixed asset and 1s depreciated over its estimated useful hife or the term of the lease, whichever 1s shorter

Future lease obligations, excluding interest, are included as creditors in the balance sheet The interest element
of the lease rental 1s charged to the profit and loss account as incurred

Costs tn respect of operating leases are charged on a straight-line basis over the period of the lease

Properties awaiting disposal

Properties awaiting disposal are transferred to current assets at the lower of net written down value and
estimated net realisable value Depreciation (s not applied to properties awaiting disposal, but the carrying value
1s reviewed annually and written down through the profit and loss account to current estimated net realisable
value 1f lower than the carrying amount

Stock
Stock 1s valued at the lower of cost and net reahsable value, due allowance being made for obsolete or slow
moving items Goods purchased for resale are stated at cost on a first in, first out basis

Trade debtors

Trade debtors are recognised mitially at fair value and measured subsequently at amortised cost using the
effective interest method, less provision for impairment A provision for impairment of trade debtors 15
established when there is objective evidence that the Company will not be able to collect all amounts due
according to the original terms of the receivables

Cash at bank and in hand

Cash ncludes cash in hand, deposits held at call with banks and bank overdrafts Bank overdrafis are shown
within borrowings in current habilities on the balance sheet to the extent that there 15 no right of offset and no
practice of net settlement with cash balances

Foreign currencies

Monetary assets and habilities denominated in foreign currencies are translated at the rate of exchange ruling at
the balance sheet date The operating results of overseas branches are translated into sterling using average rates
of exchange ruling dunng the relevant period Assets and habihties of overseas branches operations are
translated at the exchange rate ruling at the balance sheet date and accounted for under the net investment
method

All currency translation differences are taken to the profit and loss account with the exception of differences on
foreign currency borrowings to the extent that they are used to finance or provide a hedge aganst foreign
currency equity investments Exchange differences arising on the borrowings are recognised in reserves to the
extent that they are covered by exchange differences arising on the equity investments
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Accounting policies for the year ended 31 July 2013 (continued)

Foreign currencies (continued)
Balances denomimnated 1n foreign currency at the balance sheet date were translated at the following rates

1 GBP =1 1434 EUR (2012 1 GBP=1 2742 EUR)
1 GBP=135209 USD (2012 1 GBP =1 3678 USD)

Derivatives and financial mstruments

Derivative financial mstruments, in particular, currency swaps and forwards, are used to hedge the risk of
changes 1n exchange rates on foreign currency equity investments There 1s no trading activity in derivative
financtal instruments

Foreign currency gains and losses arising on settlement of foreign currency swaps and forwards are recognised
m reserves to the extent that they are covered by exchange differences arising on the equity ivestments hedged

Deferred tax

Provision 1s made for deferred tax 1n so far as a Liability or asset anises as a result of transactions that have
occurred by the balance sheet date and give rise to an obligation to pay more tax in the future, or a right to pay
less tax 1n the future A net deferred tax asset 1s recognised as recoverable and therefore recogmsed only when,
on the basis of all available evidence, 1t can be regarded as more likely than not that there will be suitable
taxable profits against which to recover carried forward losses and from which the future reversal of underlying
timing differences can be deducted Deferred tax assets and habilities recognised have not been discounted

Deferred tax 1s measured at the average tax rates that are expected to apply 1n the pertods i which the timing
differences are expected to reverse based on tax rates and laws that have been enacted or substantively enacted
by the balance sheet date

Provision 1s made for UK or foreign taxation ansing on the distribution to the UK of retained profits of overseas
subsidiary undertakings where dividends have been recognised as receivable

Provisions

Provisions are recogmsed when the Company has a present obligation as a result of a past event, 1t 15 more
likely than not that an outflow of resources will be required to settle the obligation, and the amount can be
reliably estimated

Provision 1s made against the estimated costs to be incurred under leasehold property dilapidation claims
anticipated in respect of properties within ten years of the end of the lease period Within the dilapidations
provision, a decommissioning proviston for distribution centres 1s recognised, being the present value of
management’s best estimate of the expenditure required to settle the present obligation at that balance sheet
date The discount rate used to determine the present value reflects market assessments of the me value of
money

Provision 1s made for restructuring costs based on management’s estimation of the outflow of resources
required to settle the obhgation

Environmental liabilities include known and potential legal claims and environmental habilities

A warranty provision for goods sold by the Company under 1ts own brand label 1s made based upon historic
data of returns from customers




Wolseley UK Limited

Accounting policies for the year ended 31 July 2013 (continued)

Share-based payments

Share-based incentives are provided to employees under the Group's executive share optton, long-term
incentive, employee share purchase and ordinary share plan schemes The Company recognises a compensation
cost 1n respect of these schemes that 15 based on the fair value of the awards, measured using the Binomal and
Meonte Carlo valuation methodologies For equity-settled schemes, the fair value 15 determined at the date of
grant (including the impact of any non-vesting conditions such as a requirement for employees to save) and is
not subsequently remeasured unless the condittons on which the award was granted are modified For cash-
settled schemes, the fair value 1s determined at the date of grant and 1s re-measured at each balance sheet date
unti] the habilhity 1s settled

The fair value at the date of grant of options awarded during the year has been estimated by the Binomial and
Monte Carlo valuation methodologies The fair value of the shares granted under the Ordinary Share Plan and
Resiricted Share Plan was calculated as the market price of the shares at the date of grant reduced by the present
value of dividends expected to be paid over the vesting period

Generally, the compensation cost is recogmised on a straight-line basis over the vesting period Adjustments are
made to reflect expected and actual forfeitures during the vesting period due to the failure to satisfy service
conditions or non-market performance conditions

Pensions

The Company participates in the Wolseley Group Retirement Benefits Plan ( ‘the Plan™), a defined benefit pension
arrangement that provides benefits to employees within the Group The assets of the Plan are held separately from
the Company’s assets

Scheme assets are measured using market value Pension scheme liabihinies are measured usimg the projected
umit actuarial method and are discounted at the current rate of return on a high quahty corporate bond rate of
equivalent terms and currency to the hiability

A credit representing the expected return on the assets of the Plan during the year 1s included within other
finance mcome This 1s based on the market value of the assets of the Plan at the start of the financial year
Other finance mcome includes an interest expense charge representing the expected ncrease n the liabilities of
the scheme during the year This arises from the liabtlities of the Plan being one year closer to payment

Differences between actual and expected returns on assets during the year are recognised 1n the statement of
total recogmsed gains and losses 1 the year, together with differences arising from changes i assumptions

The difference between the market value of assets and the present value of accrued pension liabilities 15 shown
as an asset or hiability m the balance sheet, net of deferred tax

During the year ended 31 July 2009, the Plan was closed to new members and a defined contribution scheme was
established The assets of the defined contribution scheme are held separately from those of the Company m an
independently administered fund The pension cost charge disclosed in note 2 represents contributions payable by
the Company to the fund Following consultation, the Plan will be closed to future accrual as at 31 December
2013 and will be replaced by a new defined contribution scheme
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Accounting policies for the year ended 31 July 2013 (continued)

Share capital
The Company only has one class of 1ssued shares, ordinary shares, which are classified as equity

Cash flow statement

Wolseley ple, the Company’s ulimate parent company (note 27), has included a cash flow statement n its
group financial statements for the year ended 31 July 2013 Under FRS 1, “Cash Flow Statements (Revised
1996)” no cash flow statement 15 therefore required in the financial statements of this company

Group financial statements
As permitted by Section 401 of the Companies Act 2006, consolidated financial statements have not been

prepared because the Company itself 1s a wholly owned subsidiary of its ultimate parent company Wolseley plc

(note 27} and 1ts results are included in the consolidated financial statements of that company




Wolseley UK Limited

Notes to the financial statements for the year ended 31 July 2013

1 Turnover

Turnover onginates primarily from the UK and relates entirely to the principal activities Turnover and

operating profit derived from overseas 1s not materal to the results as a whole

2 Staff costs

2013 2012
£000 £ 000

Staff costs (iIncluding directors)
Wages and salaries 142,937 157,784
Social security costs 12,668 13,722
Pension costs — defined benefit schemes* 16,623 18,028
Pension costs - defined contnbutton schemes 1,846 1,683
Share-based payments granted to directors and employees (note 24) 2,825 3,158
Redundancy costs 3,641 4,236
180,540 198,611

Exceptional staff costs of £3,931,000 (2012 £1,546,000) relating to internal restructuring are included above
and are broken down as follows, wages and salaries £1,756,000 (2012 £244,000), social security costs £n1l
(2012 £47,000), redundancy costs £2,183,000 (2012 £3,032,000) and pension costs £8,000 credit (2012
£1,777,000 credit), which include £8,000 credut (2012 £2,000,000) relating to pension curtailment gain

*Pensien costs of defined benefit schemes shown above are the costs to the Company In addition pension costs

of £958,000 (2012 £1,172,000) were met by other group companies The total pension cost for the Plan was

£17,581,000 (2012 £19,200,000) (note 23)

2013 2012
Number Number

Average monthly number of employees and directors
Distribution 5,100 5,728
Admimistration 549 563
5,649 6,291
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Notes to the financial statements for the year ended 31 July 2013
(continued)

2 Staff costs (continued)

2013 2012
£°000 £7000
Directors’ remuneration {excluding pension contributtons) comprises

Emoluments 1,456 1,795
Compensation for loss of office - 293
1,456 2,088

Emoluments (excluding pension contributions) of the highest paid director
Aggregate emoluments 516 539
Accrued pension at end of year 17 14
2013 2012
Number Number
Number of directors accruing benefits under defined benefit pension scheme 3 3

All of the Directors of the Company are members of a defined benefit scheme as referred to in note 23
All of the Directors exercised share options during the year ended 31 July 2013 (2012 none)

The Company did not pay any amounts to a money purchase scheme from which a Director would receive
retirement benefits

The emcluments of D Harding and K H D Jones were paid by the fellow Group company Wolseley (Group
Services) Limuted, which recharges the Company for their services and so these costs are included above

In 2012, the compensation for loss of office paid to a former director of £293,000 was paid by the Company and

the cost included within loss on disposal of :nvestments n the profit and loss account

All of the Directors were also directors of a number of fellow substdiaries during this and the preceding
financial years It 1s not possible to make an accurate apportionment of their emoluments 1n respect of each of

the substdiaries and so the above details include all emoluments in respect of their services with none recharged

to the subsidiaries

20




Wolseley UK Limited

Notes to the financial statements for the year ended 31 July 2013

(continued)
3 Operating profit before exceptional items
2013 2012
£7000 £000
Operating profit 1s stated after charging/(crediting)}
Operating lease rentals
- Plant and machinery 5,150 6,198
- Other 31,609 32,342
Rent receivable (662) (821)
Services provided by the Company’s auditors:
Fees payable for the audit of financial statements pursuant to legislation 326 330
Fees payable for services relating to taxation 155 188
4 Exceptional items
Exceptional items are analysed as follows 2013 2012
£000 £°000
Stock impairment credit - 474)
Staff costs (note 2) 3,931 1,546
Impairment of investments (note 12) 218,389 221,438
Profit on disposal of discontinued operations (note 5) (9,753) (13,372)
(Profit)/loss on disposal of investments (note 12) (2,300) 34,533
Tangible fixed assets impairment 670 -
Other operating charges
- Property costs including provisions for future lease rentals on closed 3,227 (423)
branches
- Write back balances relating to strike off of subsidiary undertakings - 134
- Professional fees incurred relating to consultancy and legal costs 2,192 778
- Other 827 302
L.oss on disposal of fixed assets - asset write downs (note 1 1) 82 10
217,265 244,472

Included n the iterns above 15 £7,399,000 (2012 £1,077,000) relating to the charge of amounts to the

restructuring provision (note 16)

The tax charge for the year includes a tax credit of £2,577,000 (2012 £797,000) relating to exceptional items
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Notes to the financial statements for the year ended 31 July 2013

(continued)

4 Exceptional items (continued)

All of the following exceptional items relate to (credits)/costs mcurred as part of the Build Center, Encon

Limited and Bathstore com Limited disposals which took place 1n the prior year

2013 2012

£000 £000
Staff costs (note 2) - (2,000)
Profit on disposal of discoentinued operations (note 5) (9,753) {13,372)
(Profit)/loss on disposal of investments {note 12) (2,300) 34,533
(12,053) 19,161

5 Profit on disposal of discontinued operations

On 4 November 201 1, the trade and assets of Build Center, a trading division of the Company, were sold to
Jewson Limited resulting n a profit of £13,372,000 m the year ended 31 July 2012 This mcluded a write-off of

goodwill totalling £47,365,000

In the year ended 31 July 2013, a further profit of £9,393,000 was recognised This included a release of a

warranty provision held of £10,000,000, sce note 16

Also 1n the year ended 31 July 2013, the trade and assets of Unifix, a trading division of the Company, were

disposed of resulting in a profit of £360,000

6 Income from shares in group undertakings
2013 2012
£°000 £000
Income from shares in group undertakings - 711

In year ended 31 July 2012, the income from shares in group undertakings represents dividends paid by B

Participations SAS of £711,000
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Notes to the financial statements for the year ended 31 July 2013

(continued)

7 Interest

Interest receivable and similar income

2013 2012
£°000 £ 000
Interest on cash deposits 2,790 1,607
Interest recervable from group undertakings 2,674 -
Other interest receivable 178 9,288
5,642 10,895

In 2013, other interest receivable included the unwinding of discounts (note 16) on long terin provisions of

£178,000

I 2012, other mterest receivable included the exchange differences arising on the retranslation of foreign

currency loans from parent and group undertakings of £9,288,000

Interest payable and similar charges

2013 2012

£°000 £7000

Interest on bank loans and overdrafts 308 11,523
Interest payz}ble to group undertakimgs 19,039 41,356
Valuation losses on financial instruments 5 12
Other interest payable 82 1,074
19,434 53,965

In 2013, other interest payable mcluded the exchange differences arising on the retranslation of foreign currency

loans from parent and group undertakings of £37,000

In 2012, other interest payable included the unwinding of discounts (note 16) on long term provisions of

£1,082,000
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Notes to the financial statements for the year ended 31 July 2013

(continued)

8 Tax on loss on ordinary activities

The tax charge for the financial year comprises 2013 2012
£000 £000

Current tax

UK corporation tax on loss for the financial year - 13,435

Adjustment 1n respect of the priot years 7,943 6,078

Total current tax charge 7,943 19,513

Deferred tax

Current year 16,135 (11,714)

Adjustment 1n respect of the prior years 1,219 (4,570)

Movement on deferred tax relating to pension habtiity 5,778 8

Total deferred tax (note 14) 23,132 (16,292)

Tax on loss on ordnary activities 31,075 3,221

The tax charge for the financial year 1s lower (2012 lower) than the standard rate of corporation tax in the UK

of 23 67% (2012 25 33%) The differences are explained below

Tax reconc¢ihation 2013 2012
Yo %
Standard UK corporation tax rate 24 25
Non-deductible and non-taxable items (35) 3D
Deferred tax origination and reversal of timing differences §1 -
Adjustment 1 respect of the pnor years (6} 3>
Effective current tax rate on loss/profit on ordinary activities before tax (6) %

Included in non-deductible and non-taxable items are exceptional permanent disallowable items which
contribute 34% (2012 28%) of the 35% (2012 31%) shown above These exceptional permanent disallowable
items include impairment of investments and loss on disposal of investments (2012 impairment of investments

and loss on disposal of iInvestments)

During the prior year, there was a change n the UK main corporation tax rate that was enacted on 17 July 2012,
to 23% which became effective from | April 2013 A further reduction to the UK corporation tax rate was
enacted in Finance Act 2013 on 17 July 2013, reducing the rate to 21% from | Apnil 2014 and 20% from 1
April 2015 As all of these changes had been enacted at the balance sheet date, deferred tax balances have been

remeasured accordingly
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Notes to the financial statements for the year ended 31 July 2013
(continued)

9 Intangible fixed assets: goodwill

£000
Cost
At 1 August 2012 60,140
Acquisition 31,284
At 31 July 2013 91,424
Accumulated amortisation and impairment
At 1 Avgust 2012 40,364
Charge for the year 2,374
At 31 July 2013 42,738
Net book value
At 31 July 2013 48,686
At 31 July 2012 19,776

On acquisitions to date a life of 20 years has been determined to reflect the estimated useful economic life and
goodwill 15 being amortised on a straight-line basis over this period

Impairment tests were performed for all IGUs during the year ended 31 July 2013 These impairment reviews
have resulted 1n no impairment charge this year (2012 £nil}
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Notes to the financial statements for the year ended 31 July 2013
(continued)

9 Intangible fixed assets: goodwill (continued)

The Company acquired the trade and assets of the continuing trade under the Burdens brand name from
Wolseley Utihties Limited, a subsidiary of the Company, on 31 July 2013

The assets acquired were as shown below

Fair value/Book value

£000

Goodwill 7,649
Intangible assets (note 10) 1,333
Tangible fixed assets (note 11) 2,931
Stock 9,773
Bank & Cash 5,793
Debtors 27,703
Creditors (24,444)
Provisions (note 16) (613)
30,125

The book values approximate to the fair value of the assets acquired The consideration paid was £53,760,000 n

the form of an intercompany loan Accordingly the goodwill anising on acquisition was £23,6335,000
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Notes to the financial statements for the year ended 31 July 2013
(continued)

10 Intangible fixed assets: other

Software  Branding

costs costs Total
£'000 £000 £000
Cost
At | August 2012 10,532 - 10,532
Acquisition - 1,403 1,403
Additions 3,709 - 3,709
At 31 July 2013 14,241 1,403 15,644
Accumulated amortisation
At 1 August 2012 1,838 - 1,838
Acquisition - 70 70
Charge for the year 1,495 - 1,495
At 31 July 2013 3,333 70 3,403
Net book value
At 31 July 2013 10,908 1,333 12,241
At 31 July 2012 8,694 - 8,694

The amortisation charge for the year of £1,495,000 (2012 £1,303,000) 1s included within “Other operating
charges’ on the face of the profit and loss account

The acquisition 1n the year relates to the purchase of the trade and assets of the continuing trade under the
Burdens brand name from Wolseley Utilities Limited, a subsidiary of the Company, on 31 July 2013, see note 9
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Notes to the financial statements for the year ended 31 July 2013

(continued)

11  Tangible fixed assets

Fixtures,
fittings,
Land and Plant and tools and Motor
buildings machinery equipment vehicles Total
£000 £000 £000 £°000 £'000

Cost or valuation
At ] August 2012 115,976 35,799 91,763 7,759 251,297
Acquisition - 686 121 2,892 3,699
Additions 13,985 6,365 62 2,105 22,517
Disposals (7.691) (3,572) (3,003) (1,843) (16,109}
Reclassifications 521 60 (720) 139 -
Transfer to property awaiting disposal (548) - - - (548)
At 31 July 2013 122,243 39,338 88,223 11,052 260,856
Accumulated depreciation and
impairment
At 1 August 2012 49,333 29,274 67,189 6,955 152,751
Acquisition - 313 18 437 768
Depreciation and itmpairment charge 3.494 2,570 5,864 335 12,263
Disposals (5,842) (3,565) (2,907) (1,827) {14,141)
Reclassifications - - 2 @) -
Transfer to property awaiting disposal 99 - - - 99
At 31 July 2013 47,084 28,592 70,166 5,898 151,740
Net book value
At 31 July 2013 75,159 10,746 18,057 5,154 109,116
At 31 July 2012 66,643 6,525 24,574 804 98,546

The acquisition 1o the year relates to the purchase of the trade and assets of the continuing trade under the
Burdens brand name from Wolseley Unlities Limited, a subsidiary of the Company, on 31 July 2013, see note 9
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Notes to the financial statements for the year ended 31 July 2013
(continued)

11 Tangible fixed assets (continued)

Land and buildines cost or valuation

2013 2012

£°000 £000

Property valuation completed in 1974 532 532
Cost 121,711 115,444

122,243 115,976

The profit on sale of tangible fixed assets of £818,000 (2012 £40,000 loss) on the face of the profit and loss
account comprises of a profit on disposal of fixed assets £3,000 (2012 £47,000 profit) and profit on disposal of
properties £815,000 (2012 £87,000 loss)

Included within the profit on disposal are exceptional items of £82,000 charge (2012 £10,000 charge) relating
to the disposal of closed branches

Cost or valuation of land and butldings comprises

2013 2012

£000 £7000

Frechold 80,493 71,252
Long leasehold 4,985 5,714
Short leasehold 36,765 39,010
122,243 115,976

Freehold land, which 1s included above and amounts to £17,523,000 (2012 £15,842,000), 1s not depreciated

Historical cost
If certain land and buildings had not been revalued, the aggregate amount of land and buildings at 31 July would

have been
2013 2012
£000 £°000
Historical cost 121,835 115,568
Accumulated depreciation based on cost {46,886) (49,140)
Net book value 74,949 66,428

Future capital expenditure authorised by the Directors

There 1s no future capital expenditure authorised by the Directors that (s contracted but not provided in the
financial statements (2012 £nil)
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(continued)

12 Fixed assets investments: Interest in subsidiary undertakings

£000
Cost
At1 August 2012 1,783,115
Additions 39
Exchange gamn on translation 67,710
Capital reduction (1,141,261)
At 31 July 2013 711,603
Provision
At I August 2012 244 584
Exceptional impairment charge 218,389
At 31 July 2013 462,973
Net book value
At 31 July 2013 248,630
At 31 July 2012 1,540,531

The additions 1n the year relate to the set up of the following three entities Wolseley France Real Estate 1 SAS,

Wolseley France Real Estate 2 SAS and Wolseley France Real Estate 3 SAS

The exchange gain on translation of £67,710,000 (2012 £185,578,000 loss) arose from the retranslation at the

balance sheet date of investments n subsidiary undertakings denominated in foreign currencies

On 20 September 2012, B Participations SAS, a subsidiary of the Company, effected a decrease of equity (by
reducing the nominal value of its shares} and a share premium repayment resulting in a total amount due to the
Company of €1,434,907,000 which has reduced the cost of the investment held in B Participations SAS by

£1,141,261,000

During the year a strategic review of the Group’s business in France was conducted The key outcomes were the
disposal of 88 branches 1n the south of France and proposed restructuring of the building materials business
including the sale or closure of a further 14 branches As a result, the carrying amount of the investment has

been reduced resulting in an exceptional impairment of the investment held of £218,267,000 (2012

£221,000,000)

A further impairment has been recogmised in respect of William Wilson Limited of £122,000, following a

review of the carrying value of the investments
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12  Fixed assets investments (continued)

On 27 October 2011, the subsidiary undertaking Encon Lumited was disposed of, and in addition to the cost of
disposing of the business the investment value of £33,640,000 was wnitten off to the profit and loss account m
the prior year A loss on disposal of £1,340,000 (2012 £41,000 profit) 1s recogmised 1n the profit and loss
account this year

On |1 May 2012, the subsidiary undertaking Bathstore com Limited was disposed of, and mn addition to the cost
of disposing of the business the investment value of £3 1,398,000 was wnitten off to the profit and loss account
n the prior year A profit on disposal of £3,640,000 (2012 £34,574,000 loss) 1s recognised in the profit and loss
account

The Directors believe that the carrying values of all investments are supported by their underlying net assets

Country of Proportion
incorporation of ordinary
Principal subsidiary undertakings or registration shares held  Activity
B Partictpations SAS France 100% Investment holding company
Wolseley France SAS France 100% Investment holding company
Pmault Bois et Matériaux SAS France 100% Building materials company
William Wilson Holdings Limited England 100% Plumbing, heating and
electrical suppher
13  Stocks
2013 2012
£000 £000
Goods purchased for resale 228,746 205,670

In the opinion of the Directors there 1s no matertal difference between the value of stock as disclosed n the
balance sheet and their replacement cost at the balance sheet date
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(continued)
14  Debtors
2013 2012
£7000 £000
Amounts fallmg due within one year
Trade debtors 298,772 256,252
Amounts owed by ultimate parent undertaking 563,845 228,860
Amounts owed by group undertakings 22,499 16,459
Corporation tax - 7,948
Other debtors 4,093 4,094
Prepayments and accrued income 56,437 48,741
945,646 562,354
Amounts falling due after more than one year
Amounts owed by group undertakings 5,000 -
Other debtors 12,046 15,837
Deferred tax asset 38,857 27413
55,903 43,250

The net amount owed by the parent undertaking of £563,845,000 (2012 £228,860,000) consists of a debtor
balance of £760,000,000 (2012 £413,715,000) that attracts interest at a rate of one year LIBOR + 0 5%, a
creditor balance of £196,244,000 (2012 £196,244,000) that attracts interest at a rate of one year LIBOR +3 5%,
and the remaining debtor balance of £89,000 (2012 £11,389,000) that attracts no interest All of these balances
are unsecured and repayable on demand

The amount owed by the group undertakings consists of £22,499,000 (2012 £16,459,000) of trading balances
with no mterest charged, repayment due within the normal terms of business and unsecured

The amount owed by group undertakings falling due after more than one year consists of £5,000,000 (2012
£m) that attracts interest at a rate of six months LIBOR +3 5% and 1s unsecured

On 3 June 2010 the Company entered into an agreement whereby a third party assumed responsibility for the
management of a number of vacant property leases Provisions for all these onerous leases are included within
the restructuring provision n note 16 The contract involved a series of annual payments to the third party No
advanced payments were made in the year ended 31 July 2013 (2012 £7,750,000) The advanced payments
made but not yet utihsed are included in other debtors due within one year £1,444,000 (2012 £1,739,000) and
after more than one year £784,000 (2012 £2,980,000) There are no other remamning instalments due to be pawd

Included within other debtors are elements of deferred consideration in relation to the disposals of Encon
Limited and Bathstore com Limited
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14  Debtors (continued)

The elements of deferred tax are as follows 2013 2012

£000 £000
Accelerated capital allowances 11,445 24,370
Other iming differences 27,412 3,043
Deferred tax asset 38,857 27413

The movements in the deferred tax balance were as follows

Asset at beginming of year 27,413 9,079
Amount credited/(charged) to the profit and loss account (17,354) 18,334
Amount charged to reserves 28,798 -
Asset at end of year 38,857 27,413
Deferred tax reconciliation 2013 2012
£000 £000
Asset at beginning of year 27,413 9,079
Deferred tax asset mcluded within net pension deficit at beginnimg of year 49,231 63,739
Total asset 76,644 72,818
Amount credited/(charged) to the profit and loss account (note 8) (23,132) 16,292
Amount taken directly to reserves (note 19) (10,093) {12,466)
Total asset at end of year 43.419 76,644

Consisting of

Asset at end of year 38,857 27,413
Deferred tax asset included within net pension deficit at end of year 4,562 49,231
Total asset at end of year 43,419 76,644

No provision has been made for deferred tax gams recogmised on revaluing property to its market value or on
the sale of properties where potentially taxable gains have been rolled over mto replacement assets Such tax
would become payable only 1f the property were sold without it being possible to claim rollover relief The total
unprovided amount 15 £5 4 million (2012 £6 5 million) At present, 1t 1s not envisaged that any tax will become
payable in the foreseeable future
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15 Creditors

2013 2012
£°000 £ 000

Amounts falling due within one year
Bank loans and overdrafts 5 -
Trade creditors 342,756 307,818
Amounts owed to parent undertakings 152 -
Amounts owed to group undertakings 51,627 44,277
Other creditors 24,273 47,538
Other taxation and social security 16,511 13,973
Corporation tax 2,678 -
Accruals and deferred income 17,485 18,834
455,487 432,440

The Company operates within a notional cash pool within the Group, deposits receive interest at 0 75% plus a

rate set by the bank and overdrafis are charged at 1 75% plus a rate set by the bank

At 31 July 2013, amounts owed to group undertakings included amounts totalling £7,582,000 which 1s
repayable on demand and subject to interest at a rate of 12 months GBP LIBOR +0 5% The remainder of the

amounts owed to group undertakings were repayable on demand and interest free

At 31 July 2012, amounts owed to group undertakings included amounts totalling £308,000 which was
repayable on demand and subject to interest at a rate of 6 months GBP LIBOR + 0 5%, and amounts totalling
£5,926,000 which was repayable on demand and subject to interest at a rate of 6 months GBP LIBOR +3 5%
The remainder of the amounts owed to group undertakings were repayable on demand and interest free
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15  Creditors (continued)

2013 2012
£°000 £000

Amounts falling due after more than one year
Loan from group undertaking 566,276 1,363,969
Other creditors 445 562
566,721 1,364,531

At 31 July 2013, amounts owed to group undertakings included amounts totalling £3,742,000 subject to interest
at a rate of 6 months GBP LIBOR 3%, £47,903,000 subject to interest at a rate of 6 months GBP LIBOR
+0 5%, £12,555,000 subject to interest at a rate of 12 months GBP LIBOR +0 5%, £256,009,000 subject to
interest at a rate of 12 months GBP LIBOR +1% and accrued interest on these balances of £1,199,000 ali
repayable n full on 16 November 2013 In addition, there was also an amount totalling €154,468,000,
equivalent to £135,095,000, subject to interest at a rate of 6 months EUR LIBOR +3 3% repayable under a
revolving facility arrangement, £37,994,000 subject to interest at a rate of 6 months GBP LIBOR +3 5%
repayable in full on | August 2014, and £15,331,000 subject to interest at a rate of 6 months GBP LIBOR

+3 5% repayable in full on 26 January 2016

At 31 July 2012, amounts owed to group undertaking included eight loan amounts totalling £322,108,000 all

repayable in full on 30 January 2021, subject to interest rates ranging from 6 months GBP LIBOR +3 0% to 6

months GBP LIBOR + 0 5%, a loan amount of £7,582,000 repayable in full on 31 July 2014, subject to an
interest rate of 12 months GBP LIBOR + 0 5%, a loan amount of £941,767,000 repayable | August 2013,
subject to an interest rate of 6 month GBP LIBOR + 3 5%, and a loan amount of £36,442,000 repayable |

August 2014 subject to an interest rate of 6 month GBP LIBOR + 3 5%

The maturity of creditors falling due after more than one year can be analysed as follows

2013 2012

£'000 £ 000

Due between one and two years 38,439 949911
Due between two and five years 150,426 36,442
Due 1in more than five years 377,856 378,178
566,721 1,364,531

No security has been given for the amounts due 1n more than five years, which are not payable in instalments
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16 Provisions for liabilities

1 August Charged/  Acquisition Utihsed  Transferred  Unwinding  Exchange 31 July

2012 (released) of discount 2013
£000 £600 £000 £000 £°000 £000 £000 £000
Restructuring 16,775 7,399 22 (3.681) (765) (230) 66 19,586
Property 18,395 (1,983) 591 (1,416) 807 52 - 16,446
dilapidations
Environmental 2,652 (104) - 47 - - - 2,501
Warranty 11,093 (10,998) - - - - - 95
48,915 (5,686) 613 (5,144) 42 (178 66 38,628
Restructuring

The majority of the restructuring provision 1s provision for future onercus lease rentals on closed branches and
1s expected to unwind over the next five years The majority of the onerous lease provision relates directly to the
specific leases which form the agreement between the Company and the third party as set out in note 14 In
determuning the provision for onerous leases the cash flows have been discounted using a nisk free rate

The remaining provision relates to restructuring on the purchase of the trade and assets of the continuing trade
under the Burdens brand name from Wolseley Utihities Limited, a subsidiary of the Company, on 31 July 2013,
see note 9

The net charge to the profit and loss account of £7,399,000 (2012 £1,077,000) comprises of net property cost
charges of £3,315,000 (2012 £62,000), staff cost charges of £3,029,000 (2012 £1,015,000), and a further
£1,055,000 (2012 £nil) relating to other costs associated with the closure of branches, all of which are
exceptional

Property dilapidations

The dilapidations provision includes provision against the estimated costs to be incurred under leasehold
property dilapidation claims anticipated in respect of properties withun ten years of the end of the lease penod
and decommissioning costs associated with the distribution centres The decommissioming provision has been
stated on a discounted basis using discount rates depending on the expiry date of the lease and 15 expected to
unwind over the next three years

During the year, £42,000 of property dilapidations provision was transferred from Wilham Wilson Limited, a
subsidiary of the Company

Environmental

Included within this provision 1s an amount of £1,973,000 (2012 £1,992,000) relating to asbestos litigation
This amount has been actuanally determined as at 31 July 2013 based on advice from professional advisers
Some insurance 1s tn place for asbestos related litigation and accordingly an insurance receivable of £1,325,000
(2012 £1,332,000) has been recorded m other debtors due after more than one year in note i4 The provision 1s
expected to unwind over the next thirty years
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16  Provisions for liabilities (continued)

Warranty

The closing warranty provision 1s an amount to cover any costs should a customer return any of the goods seld
by the Company under its own brand label that had a fault and 1s expected to unwind over the next year
Releases 1n the year include £11,000,000 relating to provisiens set up as part of the accounting for the disposals
of the investment 1n Bathstore com Limited and the transfer of trade and assets of Build Center £10,000,000 of
the release 15 included within profit on disposal of iInvestments (see note 12) and £1,000,000 of the release 15
included within profit on disposal of discontinued operations (see note 5)

17  Called up share capital

2013 2012
£°000 £000
Allotted and fully paid
24,530,792 (2012 24,530,792) ordinary shares of £1 each 24,531 24,531
18 Share premium account
£000
At 1 August 2012 & 31 July 2013 245,108
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19 Reserves

Revaluation Foreign Profit
reserve currency and loss
retranslation account
reserve
£000 £000 £000
At 1 August 2012 381 15,266 456,542
Loss for the financial year - - (174,713)
Actuarial gamn on pension scheme (note 23) - - 41,827
Movement on deferred tax relating to pension scheme (note 14) - - (38,891)
Movement on deferred tax relating to losses (note 14) - - 26,587
Movement on deferred tax relating to share schemes (note 14) - - (789)
Exchange gain on translation of fixed asset investment - 67,710 -
Exchange loss on translation of overseas branch - (18,875) -
Exchange loss on foreign currency borrowings - (29,335) -
At 31 July 2013 381 34,766 313,563
£31,341,000 (2012 £31,341,000) of cumulative goodwill has been elimmated against reserves
20 Reconciliation of movements in shareholders’ funds
2013 2012
£000 £°000
Loss for the financial year (174,713) (220,134)
Exchange gain/(loss) for the financial year 19,500 (23,665)
Actuanal gan/(loss) on pension scheme (note 23) 41,827 (42,095)
Movement on deferred tax relating to pension scheme (note 14) (38,891) (12,466)
Movement on deferred tax relating to losses (note 14) 29,587 -
Movement on deferred tax relating to share schemes (note 14) {789) -
Movement on current tax relating to pension scheme - 18,957
Net deduction from shareholders’ funds (123,479) (279,403)
Opening shareholders’ funds 741,828 1,021,231
Closing shareholders’ funds 618,349 741,828
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21  Contingent liabilities

The Company, together with certain other group companies, has given the banks authonty to transfer at any time
any sum outstanding to the credit of the Company aganst or towards satisfaction of the hability to those banks of
these other group companies No secunty has been provided by the Company undet these arrangements

22 Obligations under leases

The Company has entered into non-cancellable operating leases for which the annual commutments are as follows

Land and buildings Other
2013 2012 2013 2012
£ 000 £°000 £°000 £000
Expiring

Within one year 1,652 2,915 1,426 977
Between one and five years 13,039 13,212 5,982 7,201
After five years 5,827 6,628 285 861
20,518 22,755 7,693 9,039
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23 Pension costs

The Cornpany participates in the Wolseley Group Retirement Benefits Plan (“the Plan™) which provides benefits
based on final or the average of the last five years of pensionable salaries The assets are held in separate trustee
administered funds The scheme’s retirement benefits are funded by a salary sacrifice arrangement from employees
with the balance being paid by Greup companies Employees’ salary sacrifice 15 either 5% or 8% of earmings
dependmg on the level of benefits accruing The Company contribution rate 1s calculated on the Projected Unit
Method and agreed with an independent consulting actuary During the year ended 31 July 2009, this scheme was

closed to new members and a defined contribution plan was established

The total pension cost for the Plan was £17,581,000 (2012 £19,200,000)

The Company pard 94 8% (2012 94 5%} of the contributions to the Plan The total figures for the Plan are
shown below and the pension hability included in the Company’s financial statements 15 the habihity for the

whole of the Plan

The Company expects to contribute £24 6 mitlion (2012 £44 million) to the UK defined benefit scheme n the

year ending 31 July 2014

Following consultation, the Plan wilt be closed to future accrual as at 31 December 2013 and will be replaced

by a new defined contribution scheme

Financial Assumptions

The financial assumptions used to calculate scheme hiabihties under FRS 17, “Retirement Benefits” are

2013 2012
Valuation method Projected Umit Projected Unit
Discount rate 4 5% 4 6%
Inflation rate 3.4% 2%%
Increase to deferred benefits during deferment 2.4% 15%
Increases to pensions in payment 33% 2 8%
Salary increases 3 4% 39%

The life expectancy assumptions used to estimate the defined benefit obligation are

2013 2012
Current penstoners (at age 65) — male 22,0 220
Current penstoners (at age 65) — female 24.0 240
Future pensioners (at age 65) — male 25.0 250
Future pensioners (at age 65) — female 27.0 270
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23 Pension costs (continued)
The assets in the scheme and the expected rates of return were !
|
Long-term Value at 31 Long-term rate Value at 31
rate of return July 2013 of retumn July 2012
expected at expected at
31 July 2013 £°000 31 July 2012 £000
Equities 6.6% 744,916 6 1% 497,796
Bonds 3.5% 289,389 3 0% 191,927
h
Other 3.4% 8,761 2 8% 42,984
Total market value of assets 5.7% 1,043,066 51% 732,707
Present value of scheme habihttes (1,065,870) (946,716)
Deficit in the scheme (22,804) (214,009)
Related deferred tax asset 4,562 49231
Net pension hability (18,242) (164,778)
The Company had an amount of £n1l owing to the Plan as at 31 July 2013 (2012 £mil)
Reconcihation of fair value of scheme assets
2013 2012
£000 £ 000
At the beginning of the year 732,707 662,576
Expected return on plan assets 44,675 42,900
Actuanial gain/(loss) 128,812 (43,858)
Employers’ contributions 165,536 100,538
Participants’ contributions 195 253
Benefits paid (28,859) (29,704)
|
At the end of the year 1,043,066 732,707 |
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23  Pension costs (continued)

2013 2012
£000 £000
Actual return on plan assets 173,487 (958)

The expected long-term rates of return for equities are long-term assumptions and were set after taking actuanal
advice The expected equity returns can be considered as a risk free rate of return {determined by reference to
government bond rates in the countries m which the plans are based), plus a risk premium to reflect the
additional rnisks associated with equities The expected return implies a premmm of 3 2% per year as at 31 July

2013 (2012 3 9%) over the expected return from government bonds

Reconcihiation of present value of scheme habilities

2013 2012

£000 £7000

At the beginning of the year (946,716) (917,528)
Current service cost (18,317 (21,200)
Curtatlment gain 736 10,200
Interest cost {43,252) (49.400)
Participants’ contributions (195) (255)
Benefits paid 28,859 29,704
Actuarial (loss)/gan (86,985) 1,763
At the end of the year (1,065,870) (946,716)

The sensitivities regarding the principal assumption used to measure the scheme habihties are

Assumption Change 1n assumption Impact on scheme habilities
Discount rate Increase by 0 5% Decrease by 10 4%
Discount rate Decrease by 0 5% Increase by 11 7%
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23  Pension costs (continued)

Analysis of total expense recognised in the profit and loss account

2013 2012

£7000 £7000

Current service cost 18,317 21,200
Curtailment gain (736) (2,000}

Charged to operating profit* 17,581 19,200

Interest on pension habilities 43,252 49,400
Expected return on scheme assets (44,675) (42,900)

(Credit)/charge to other finance expense (1,423) 6,500

Total expense 16,158 25,700

* Penston costs of £958,000 (2012 £1,172,000) were met by other group companies The total pension cost for
the Plan was £17,581,000 (2012 £19,200,000), the pension cost for the company was £16,623,000 (note 2)

(2012 £18,028,000)

Analysis of amount recognised 1n statement of total recogmsed gans and losses (“STRGL”)

2013 2012
£000 £000
Actual return less expected return on pension scheme assets 128,812 (43,858)
Changes 1n assumpttons underlying the present value of the scheme habihities (86,985) 1,763
Actuanal gain/(loss) recognised m the STRGL 41,827 (42,095)
2013 2012 2011 2010 2009
History of experience gains and losses £000 £000 £000 £7000 £000
Fair value of plan assets 1,043,065 732,707 662,576 564,591 489,860
Present value of defined benefit obligation (1,065,870) (946,716) (917,528) (855.316) (702,464)
Deficit in the plan (22,805) (214,009) (254,952) (290,725) (212,604)
Experience adjustments 2013 2012 2011 2010 2009
£000 £000 £°000 £000 £000
Experience adjustments to scheme assets 128,812 (43,858) 34,769 36,605 (100,210)
% of scheme assets 12.3% 6 0% 52% 6 5% (20 5)%
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24  Share-based payments

The Company participates 1n the Group’s discretionary share option plans (collectively, the “Executive Option
Schemes™) and n the Group’s all employee sharesave plans for UK employees The Company also participates
in the Group’s L.ong Term Incentive Scheme (“LTIS™) for senior executives and the Wolseley Group Ordinary
Share Plan 2011

Further detailed information relating to share-based payments 1s provided 1n notes 27 and 37 of the Group’s
Annual Report

25 Derivative financial instruments

In 2012, at the balance sheet date the Company had entered into certain short-term currency swaps amounting to
assets of £490 1 mullion and habihities of €624 4 muillion, equivalent to £501 4 million, which were designated as
effective hedges of net investments m overseas operations The fair value of these currency swaps was estimated
as the cost of closing out the contracts using the closing exchange rate at the balance sheet date and was £11 3
mithon In 2013, there were no outstanding short-term currency swaps at the balance sheet date

The Company entered into these derivatives to hedge against its investment in 1ts French subsidiary and a
foreign currency bank overdraft

The net amount of exchange gains and losses on foreign currency borrowings, less deposits totalled £29 3
miilion loss (2012 £52 9 mithion gain) all of which 1s offset in reserves under the offset procedure No charge or
credit was made to the profit and loss account n relation to hedged foreign investments (2012 £ml)

26  Related party transactions

The Company has taken advantage of the exemption under paragraph 3(c) from the provisions of FRS 8,
“Related Party Disclosures” from disclosure of transactions with group undertakings on the grounds that it 1s a
wholly owned subsidiary of a group headed by Wolseley ple (note 27), whose financial statements are publicly
available

27  Ultimate parent company

The Company’s immediate parent company 1s Wolseley UK Holdings Limited, a company registered in England
and Wales

The ultimate parent company and contrelling party at 31 July 2013 was Wolseley plc, which 1s registered in
Jersey and was the smallest and largest parent undertaking to consolidate these financial statements as at 31 July
2013 Copies of the Group financial statements may be obtamned from The Group Company Secretary, Wolseley
plc, c/o Wolseley Limited, Parkview 1220, Arlington Business Park, Theale, Reading, RG7 4GA
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28 Post balance sheet events

Homeoutlet Online Limited, a subsidiary of the Company, ceased all trading on 18 December 2013 At the balance
sheet date amounts owed by group undertakings (note 14} included £6,505,000 due from Homeoutlet Onhne
Limited [mual esimates suggest approximately £5,000,000 of this balance may not be recovered upon winding up
of Homeoutlet Online Limited

45




