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Wolseley UK Limited

Directors’ report for the year ended 31 July 2010

The Directors present their report and the audited financial statements of the Company for the year ended 31
July 2010

Busmess review and principal activities
The Company 1s a wholly owned subsidiary of its ultimate parent company Wolseley plc (note 26) and operates
as part of the UK business of the Wolseley ple group of compames (*the Group™)

The Company’s principal business activities are that of supplying central heating, plumbing, samtary
equipment, building matenals and associated construction related products The Company also acts as a holding
company and has a substantial investment 1n a group of French comparues which are also part of the Group
There have been no significant changes 1n the Company’s principal activities in the year under review

As shown 1n the Company’s profit and loss account on page 9, turnover declined by 3 1% in the year due to the
umpact of branch closures with like-for-like revenue broadly flat A decline 1n gross margins as a result of
competitive pressure caused the gross margin to be £39 6 million lower than last year but thus was largely offset
by reductions of £31 2 mullion 1n the cost base anising from restructuring actions taken 1n the pnior year resulting
in the operating profit (before exceptional 1tems) to be only £8 4 mullion lower than the prior year Plumb and
Parts Center performed well and ahead of the prior year In addition, Build Center, which was loss making 1n
2009, strongly improved its trading performance and retumned to profit in the year benefiting from a lower cost
base

Future development

We expect the overall recovery to remain weak as activity levels are held back by fragile consumer confidence,
and low availability of credit In addition, public sector activity may come under pressure later n the year,
following the UK Government’s spending review in October 2010 We have seen a continuation of the gradual
recovery in the more resilient RMI sector Commercial and industrial markets have remained relatively weak
throughout the year

In response to difficult market conditions the Company has taken significant action during the current and prior
years to reduce 1ts cost base In addition to a headcount reduction 1n the year of 1,503 (2009 1,904) and branch
closures of 42 (2009 178), action to rationalise the supply chain was also taken 1n the pnor year through the
closure of the Dhdcot, Chorley, Henfield and Ripon distribution centres  Details of ail exceptional items are
provided i note 4 on page 19

As a result of impairment reviews carried out on the investments that the Company has 1 subsidiary
undertakings, exceptional charges totalling £52 0 million (2009 £26 5 million) have been recognised in the
profit and loss account

At 31 July 2010 the total number of branches operated by the Company was 1,039 (2009 1,073)

The balance sheet on page 11 and note 19 on page 32 of the financial statements show that the Company’s
financial positien at the year end has, 1n net assets terms, increased by £141 9 million Thus 1s a result of the
£235 8 mulhon proceeds from the share 1ssue in the year, the effect of which was offset by items including the
£52 0 mallion impairment of investments and the £83 2 mullion actuanal loss generated from financial
assumption changes on the pension scheme Details of amounts owed to the parent company are shown in note
14 on pages 29 to 30

There have been no sigmficant events since the balance sheet date




Wolseley UK Limited

Directors’ report for the year ended 31 July 2010 (continued)

The Group manages its operations on a segmental basis For this reason, the Directors believe that further key
performance mdicators for the Company are not necessary or appropnate for an understanding of the
development, performance or position of the business Details of the key performance indicators are shown on
pages 10 to 11 of the Group’s Annual Report The performance of the UK division of the Group, which includes
the Company, 18 discussed on pages 18 to 19 mn the Group’s Annual Report

Principal risks and uncertainties

There are a number of nisks and uncertainties which the Directors believe could have an impact on the
Company's long-term performance The Company has i place an extensive nsk management programme
which 13 designed to ensure that sigmficant and emerging nisks are 1dentified, assessed and managed effectively
The principal nsks faced by the Company and 1ts management response are summarnised below

Market conditions

The Company’s products are in the main distributed to professional contractors in connection with commercial,
industrial and residential construction projects and the Company’s results are consequently dependent on the
levels of activity 1n their markets Levels of activity have reduced markedly over the last three years, and there
continues to be a risk that they may fluctuate rapidly or expenence a second downturn  The Company reviews
all available indicators of acuvity — such as market statistics, economuc forecasts, surveys and competitor
announcements — to assist 1n making decisions The Company has an active approach, momtored by the Group,
to manage 1ts cost base 1n line with expected level of sales The Company would take appropriate steps 1n the
event of further economic downturn

Restructuring actions

During the course of the year and 1n response to the depressed levels of activity 1n 1ts markets, the Company
continued 1ts restructunng programme to reduce costs and manage cash flows This has involved closing
branches, reducing headcount and curtailing capital expenditure At the date of this report, the Company
believes that a large majonty of the restructuning actions needed to address current market conditions are

complete However, the continued economic uncertainty may drive further restructuring over the comng ‘
months and years

Financial flexibihty risk and financial risk management
The Company’s risks relating to financial flexibility and financial management are managed by the Group and
are discussed on pages 32 and 29 respectively of the Group’s Annual Report

Governmental and other regulations

The Company’s operations are affected by various statutes, regulations and laws 1n the countnes and markets m
which it operates While the Company 1s not engaged 1n a highly regulated industry, t 1s subject to the laws
governing businesses generally, including laws affecting competition, land usage, zening, the environment,
health and safety, transportation, labour and employment practices (including pensions), data protection, and
other matters The Company momtors regulation across its markets to ensure that the effects of changes are
mimmused Since the year end an updated compliance programme for the prevention of fraud, bribery and
corruption was launched It 1s expected that, among other regulation, 1t will meet the requirements of the UK
Brnbery Act, which 1s expected to come nto force in April 2011




Wolseley UK Limited

Directors’ report for the year ended 31 July 2010 (continued)

Credit risk

The Company provides sales on credit terms to many of its 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 receivables Sigmficant outstanding and overdue balances are reviewed regularly
and prompt action 1s taken Some protection 1s provided for sigmificant customers through credit insurance
arrangements and the Company has a professional, dedicated credit team Appropnate provisions are made
promptly for debts that may be impawred

Risks related to international transactions
The Company’s rnisks relating to international transactions are managed by the Group The Group seeks to
manage 1ts foreign currency risk and the steps 1t takes are described 1n note 29 of the Group’s Annual Report

Health, safety and environment

The Company recogmses the importance of 1ts environmental responsibilities In relation to health, safety and
environment principles, the Company operates 1t accordance wath the Group policies which are described on
pages 36 to 37 1n the Group’s Annual Report Environmental pninciples include the integration of environmental
management into business operations, a commitment to prevent pollution and comply with local environmental
legistation and ensunng proper commumecation with employees on environmental matters Health and safety
pnnciples include the prolubition of substance abuse, fleet maintenance in compliance wath local legislation, the
provision and use of protective clottung and apparatus and full safety traimng for all employees

Details of the Group’s risk management programme are on pages 30 1o 33 of the Group’s Annual Report

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

It 1s Company policy to give full and fair consideration to applications for employment made by disabled
persons, to continue wherever posstble the employment of staff who become disabled and to provide equal
opportumties for the traiming and career development of disabled employees

Considerable importance 1s placed on the involvement of employees The Company 1s commutted 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 decistons that are likely to affect their interest Ths 1s done through
formal and mformal meetings, in-house publications and the Company’s intranet site, which provides up to date
information on sigmificant developments in the Group Company employees can participate mn the Wolseley plc
savings related share option scheme

Dividends and transfers to financial reserves
The Company’s loss for the financial year was £36 2 million (2009 loss of £25 6 mullion) The Directors do not
recommend the payment of a dividend (2009 mil)



Wolseley UK Limited

Directors’ report for the year ended 31 July 2010 (continued)

Payments to creditors .
The number of days creditors outstanding at 31 July 2010 was 115 (2009 105)

It 15 the Company’s policy to establish terms and conditions of trading with their supplers and to make
payments to supphers within these agreed terms

Donations
The Company’s charitable donations 1 2010 totalled £11,000 (2009 £16,000)

Directors

The Directors of the Company during the year ended 31 July 2010 and up to the date of signing the financial
statements were

M J Neville

S Ashmore

D Harding (appownted 1 July 2010)

R H Marchbank (resigned 1 March 2010)

In accordance with the Company’s Articles of Association, the Company has always indemnified 1ts directors
and officers n respect of liabilities incurred as a result of their office, subject to the himts of law Qualifying
thurd party indemnity provisions (as defined 1n section 234 Companies Act 2006) have been granted to all
directors and officers in office and remain 1n force The Company has also arranged appropriate mnsurance cover
in respect of legal action agamnst its directors and officers

Directors’ responsibilities staternent
The Directors are responstble for preparing the directors’ report and the financial statements in accordance with
apphicable law and regulations

Company law requires the Directors to prepare financial statements for each financial year Under that law the
Directors have elected to prepare the financial statements in accordance with Unsted 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 policies and then apply them consistently;

. make judgements and estimates that are reasonable and prudent,

. state whether apphicable UK Accounting Standards have been followed, subject to any matenal
departures disclosed and explained 1n the financial statements, and

. prepare the financial statements on the going concern basis unless 1t 1s 1nappropriate to presume that
the Company will continue in business

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the Company’s transactions and disclose with reasonable accuracy at any nme the financial position of the
Company and enable them to ensure that the financial statements comply with the Compames Act 2006 They
are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities




Wolseley UK Limited

Directors’ report for the year ended 31 July 2010 (continued)

Disclosure of information to auditors

So far as the Directors are aware, there 15 no relevant audit information (that 1s, mformation needed by the
Company’s auditors 1n 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 direcior in order to make themselves
aware of any relevant audit information and to establish that the Company’s auditors are aware of that
information

Independent auditors
Under the provisions of Companies Act 2006 the Company has passed an elective resolution to dispense with
the obligation to appoint auditors annually, and as a result PricewaterhouseCoopers LLP will remain 1n office

By order of the Board
G Middlemiss

Company Secretary
25 January 201}




Wolseley UK Limited

Independent auditors’ report to the members of Wolseley UK Limited

We have audited the financial statements of Wolseley UK Limuted for the year ended 31 July 2010 which
comprise the profit and loss account, the statement of total recognised gains and losses, the balance sheet, the
accounting policies and the related notes  The financial reporting framework that has been applied 1n their
preparatton 1s applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted
Accounting Practice)

Respective responsibihties of directors and auditors

As explained more fully in the Directors’ responsibilities statement set out on page 5 the Directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view Our responsibility 1s to audit the financial statements 1n 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, including the opimions, has been prepared for and only for the Company’s members as a body 1n
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose  We do not, in
giving these opimons, accept or assume responsibility for any other purpose or to any other person to whom this
report 15 shown or into whose hands 1t may come save where expressly agreed by our prior consent in writing

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures 1n the financial statements sufficient to
give reasonable assurance that the financial statements are free from matenial misstatement, whether caused by
fraud or error This includes an assessment of whether the accounting policies are appropriate to the Company’s
circumstances and have been consistently applied and adequately disclosed, the reasonableness of significant
accounting estimates made by the directors, and the overall presentation of the financial statements

Opinion on financial statements
In our opimion the financial statements

¢ give atrue and fair view of the state of the Company’s affairs as at 31 July 2010 and of us loss for the
year then ended,

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

* have been prepared in accordance with the requirements of the Companies Act 2006
Opinion on other matter prescribed by the Companies Act 2006

In our opimion 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 1n respect of the following matters where the Companies Act 2006 requires us to
report to you 1f, in 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 tn agreement with the accounting records and returns, or

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

. we have not received all the information and explanations we require for our audst

% Catsion_

Randal Casson (Senior Statutory Auditor)

For and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Leeds

25 January 2011




Wolseley UK Limited

Profit and loss account for the year ended 31 July 2010

2010 2010 2010 2009 2009 2009
Before Excephonal Total after Before Exceptional  Total afler
exceptional 1tems exceptonal  exceptional items  exceptional
items (note 4) items items (note 4) items
Continuing operations Note £°000 £'000 £000 £000 £000 £000
Turnover 1 1,849,910 - 1,849,910 1,909,387 - 1,909,387
Change 1n stocks of fimshed A
goods and 1n work 1n progress 11,782 - 11,782 (23,222) (23,222)
Other operating income 27,401 - 27,401 32,042 - 32,042
Raw matenals and (1,407,896) (651)  (1,408,3547) (1,397,370) 9,197y (1,406,567)
consumables
Staff costs 2 (216,930) (5,970) (222,900)  (251,755) (15,765) (267,520)
Goodwill amortisation and 8 (8,781) (170) (8,951) (8,929) (5,344) (14,773)
impatrment
Tangible fixed assets 10 (17,162) (2,076) (19,238)  (235521)  (11,782) (35,303)
depreciation and impairment
Investment impairments 11 - (51,952) (51,952) - {26,513) (26,513)
Other operating charges (182,511) (15,232) (197,743) (172,406) (45,144) (217,550)
Operating profit / {loss) 3 55,813 (76,051) (20,238) 64,226  (114,245) (50,019)
Profit / (loss) on sale of
tangible fixed assets 10 1,036 (470) 566 3,075 (7,667) (4,592)
Income from shares in group
undertakings 5 31,590 - 31,590 83,642 - 83,642
Profit / (lass) on ordinary 88,439 (76,521) 11,918 150,943 (121,912) 29,031
activities before mterest
Interest receivable and similar 6 16.658 . 16.658 31125 . 11.125
mncome ’ ’ ’ ’
Interest payable and similar 6 (51,285) - (51,285) (89,236) - (89,236)
charges
Other finance expense 22 (7,800) - (7,800) (5,300) - (5,300}
Profit / (loss) on ordinary
activities before tax 46,012 (76,521) (30,509) 87,532  (121,912) (34,380}
Tax on profit/ (loss) on
ordinary activities 7 (11,807) 6,119 (5,688) (13,492) 22,264 8,772
Profit/ (loss) for the financial ¢ 34,205 (70,402) (36,197) 74040  (99,648) (25,608)

year

There ts no matenal difference between the results as described in the profit and loss account above and the
results on an unmodified ustortcal cost basis The accounting policies and notes on pages 12 to 38 form part of

these financial statements



Wolseley UK Limited
Statement of total recognised gains and losses for the year ended 31
July 2010

Note 2010 2009

£'000 £000

Loss for the financial year 19 (36,197) (25,608)
Actuanal loss on pension scheme 22 (83,191) (82,341)
Movement on deferred tax relaung to pension liabthity — current year 13 18,967 20,630
Movement on current tax relating to pension hability — current year 18 1,420 2,426
Currency translation differences i8 5,065 17,483
Total loss recogmsed relating to the year (93,936) (67,410)




Wolseley UK Limited

Balance sheet as at 31 July 2010
Registered number 00636445

Note 2010 2009
£°000 £000
Fixed assets
Intangible assets goodwill 8 84,565 93,516
Intangible assets other 9 - 80
Tangible assets 10 146,425 178,155
Investments 11 1,981,774 2,074,871
2,212,764 2,346,622
Current assets
Stocks 12 225,212 213,430
Debtors amounts falling due within one year 13 820,665 1,035,315
Debtors amounts falling due after more than one year 13 55,926 27,756
Cash at bank and 1n hand 457 479
1,102,260 1,276,980
Creditors: amounts falling due within one year 14 (1,017,721) (827,289)
Net current assets 84,539 449,691
Total assets less current liabilities 2,297,303 2,796,313
Creditors: amounts falling due after more than one year 14 (992,795 (1,707,891)
Provisions for habihities 15 (78,942) (63,252)
Net assets excluding pension habihty 1,225,566 1,025,170
Pension hability 22 (211,620) (153,075)
Net assets including pension hability 1,013,946 872,095
Capital and reserves
Called up share capital 16 24,531 24,531
Share premium account 17 845,108 609,321
Revaluation reserve 18 428 428
Foreign currency retranslation reserve 18 28,149 23,084
Profit and loss account 18 115,730 214,731
Total shareholders’ funds 19 1,013,946 872,095

The financial statements on pages 9 to 38 were approved by the board of Directors on 25 January 2011 and were
signed on 1ts behalf by

SZRU

D Harding
Director




Wolseley UK Limited

Accounting policies for the year ended 31 July 2010

Basis of accounting

The financial statements are prepared on the going concern basis, under the historic cost convention, as
modified by the inclusion of certain properties at a valuation, and n accordance with the Companies Act 2006
and applicable accounting standards in the United Kingdom A summary of the principal accounting policies
applied consistently is set out below

Exceptional items

Exceptional items are those matenal items which, by virtue of their size or incidence, are presented separately 1n
the profit and loss account to enable a full understanding of the Company’s financial performance Transactions
which may give nse to exceptional items include restructunings 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 goods and services falling within the Company’s ordinary
activities, 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 nisks 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, including rental income, 1s recogmsed when the service provided to the customer has
been completed

Other operating income
Other operating mcome includes settiement discounts receivable on inventory purchases from suppliers and
mcome from group undertakings for the provision of services to them

Impairment of fixed assets

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

Intangible assets: goodwill

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

Goodwll ansing from acquisitions completed on or after that date 1s capitalised and amortised on a straight-line
basis over a period of not more than 20 years Goodwill ansing on acquisitions prior to 1 August 1998 has not
been remstated on the balance sheet

All goadwill has been allocated to income generating units (“IGUs™) These are independent sources of income
streams, and represent the lowest level wathin the Company at which associated goodwill 1s monitored for
management purposes, typically brand level The Company tests annually for impairment or more frequently if
there are indications that goodwill might be impaired If testing at the IGU level indicates impairment then this
15 allocated across the statutory entities on which the goodwill mitially arose
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Accounting policies for the year ended 31 July 2010 (continued)

Intangible assets: goodwill (continued)

The recoverable amount of the IGUs 1s determined from value 1n 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 experience 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 (2009 2 5%), and discounted back to present
value The discount rate assumptions use an estimate of the weighted average cost of capital, based on the five
year histonic volatility of the Group’s shares and on benchmark interest rates, adjusted for the risk attributable to
mdividual IGUs For the year ended 31 July 2010 the discount rate used was 8 3% (2009 11 0%)

The net assets of businesses acquired are incorporated i the Company at their fair value Fair value adjustments
relate principally to adjustments necessary to bring the accounting policies of the acquired businesses into Iine
with those of the Company but may also include other adjustments necessary to restate assets and habihities 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 1s recogmsed separately as an
intangible asset and 1s carried at cost less accumulated amortisation and accumulated impairment losses Costs
nclude software licences and consulting costs attnbutable to the development, design and implementation of
the system Costs n respect of traimng and data conversion are expensed as incurred Amortisation 1s calculated
using the straight-hne method so as to charge the cost of the computer software to the profit and loss account
statement over 1ts estimated useful life (three — five years)

Tangible fixed assets

Tangible fixed assets are recogmsed mmually at cost Cost includes the onginal purchase price of the asset and
the costs attributable to bringing the asset to 1ts working condition for 1ts mtended 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 theur residual values, over their esumated useful lives The principal rates of depreciation are
as follows

Land and buildings 2% - Iife of lease
Plant and machinery 10-15%
Fixtures, fittings, tools and equipment 15 -33%4%
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
histor:cal cost

Fixed assets investments

Fixed asset investments are recorded at cost less provision for impairment The Company assesses at each
balance sheet date whether there 15 objective evidence that an investment or a group of iInvestments 1s impaired
An impairment loss 1s recognised for the amount by which the 1nvestment’s carrying amount exceeds 1ts
recoverable amount The recoverable amount is the higher of an investments net assets and value 1n use

Leased assets
Costs 1n respect of operating leases are charged on a straight-line basis over the period of the lease
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Accounting policies for the year ended 31 July 2010 (continued)

Properties awating disposal

Properties awaiting disposal are iransferred to current assets at the lower of net written down value and
estimated net realisable value Depreciation 15 not applied to property awaiting disposal but the carrying value 1s
reviewed annually and wrnitten down through the profit and loss account to current estimated net realisable value
if lower than the carrying amount

Stocks
Stocks are valued at the lower of cost and net realisable 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 receivables

Trade recervables are recogiused iumtially at fair value and measured subsequently at amortised cost using the
effectrve interest method, less provision for impairment A provision for impairment of trade receivables 1s
established when there 15 objective evidence that the Company will not be able to collect all amounts due
according to the original terms of the receivables

In December 2008 the Company entered into a receivables funding arrangement which involved the sale of

certain receivables to a counterparty As the Company has transferred substantially all of the credit and late

payment nisk to the counterparty, advances made against purchased invoices are derecogmsed 1n the balance
sheet of the Company

Cash at bank and 1n hand

Cash mcludes cash 1n hand, depossts held at call with banks and bank overdrafis Bank overdrafts are shown
within borrowings 1n current liabilities on the balance sheet to the extent that there 1s no nght 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 sterhing using average rates
of exchange ruling during the relevant perniod Assets and habilities 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 ansing on the borrowing are recogmsed in reserves to the
extent that they are covered by exchange differences ansing on the equity investments

Derivatives and financial instruments

Denvative financial instruments, 1n particular, currency swaps and forwards, are used to hedge the nisk of
changes 1n exchange rates on foreign currency equity investments There 15 no trading activity 1n denvative
financial instruments

Foreign currency gains and losses anising on settlement of foreign currency swaps and forwards are recognised
1n reserves to the extent that they are covered by exchange differences arising on the equity investments hedged
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Accounting policies for the year ended 31 July 2010 (continued)

Deferred tax

Provision 18 made for deferred tax 1n so far as a hability or asset anses as a result of transactions that have
occurred by the balance sheet date and give nse to an obhigation to pay more tax 1n the future, or a nght to pay
less tax 1 the future A net deferred tax asset 1s recogmsed as recoverable and therefore recogrised only when,
on the basis of all available evidence, 1t can be regarded as more likely than not that there wall 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 liabilities recognised have not been discounted

Deferred tax 1s measured at the average tax rates that are expected to apply in the perieds in 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 cistnbution te the UK of retained profits of overseas
subsidiary undertakings where dividends have been recognised as receivable

Provisions

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

Provision 1s made against the estimated costs to be incurred under leasehold property dilapidation ¢laims
anticipated n respect of properties within ten years of the end of the lease penod Withun the dilapidations
provision, a decommissioning provision for distribution centres 1s recogmsed, 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 determune the present value reflects market assessments of the time value of
money

Provision i1s made for restructuning costs based on management’s estimation of the outflow of resources
required to settle the obhigation

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

Share-based payments

Share-based incentives are provided to employees under the Group’s executive share option, long-term
mcentsve and share purchase schemes The Company recognises a compensation cost in respect of these
schemes that 15 based on the fair value of the awards, measured using Black-Scholes, Binomial and Monte Carlo
valuation methodologies For equity-settled schemes, the fair value 1s determined at the date of grant and 1s not
subsequently remeasured unless the conditions on which the award was granted are modified Generally, the
compensation cost 1s recognised on a straight-hne basis over the vesting period Adjustments are made to reflect
expected and actual forfeitures dunng the vesting penod due to the failure to satisfy service conditions or
achieve non-market performance conditions




Wolseley UK Limited

Accounting policies for the year ended 31 July 2010 (continued)

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 habilities are measured using the projected
unit actuarial method and are discounted at the current rate of return on a hugh quality corporate bond rate of
eqguivalent terms and currency to the hability

A credit representing the expected return on the assets of the Plan during the year 1s included within other
finance mcome Tlus 1s based on the market value of the assets of the Plan at the start of the financial year
Other finance income includes an interest expense charge representing the expected increase in the habilities of
the scheme during the year This anses from the Liabilities 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 recognised gains and losses in the year, together with differences ansing from changes 1n assumptions

The difference between the market value of assets and the present value of accrued pension habilities 1s shown
as an asset or liability 1n the balance sheet net of deferred tax

During the year ended 31 July 2009, the Plan was closed to new members and a defined contrnibution scheme was
established The assets of the defined contnbution scheme are held separately from those of the company 1n an
mdependently admimistered fund The pension cost charge disclosed i note 2 represents contnibutions payable by
the Company to the fund

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

Incremental costs directly attributable to the 1ssue of new shares or options are shown 1 equity as a deduction
from the proceeds, net of tax

Cash flow statement

Wolseley plc, the Company’s ultimate parent company (note 26), has included a cash flow statement 1n 1ts
group financial statements for the year ended 31 July 2010 Under FRS 1, “Cash Flow Statements (Revised
1996)” no cash flow statement 1s therefore required in the financial statements of this company

Group financial statements

As permutted by Section 400 of the Compames Act 2006, consolidated financial statements have not been
prepared because the Company 1tself 15 a wholly owned subsidiary of its ultimate parent company Wolseley ple
(note 26) 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 2010

1 Turnover

Turnover onigmates primarily from the UK and relates entirely to the principal activities Turnover and
operating profit derived from overseas 15 not matenal to the results as a whole

2 Staff costs

2010 2009
£°000 £000
Staif costs (including directors)

Wages and salaries 183,108 210,857

Social secunty costs 14,175 17,472
Pension costs — defined benefit schemes 19,019* 23,175*

Pension costs — defined contribution schemes 229 -

Share-based payments granted to directors and employees (note 23) 1,915 1,074

Redundancy costs 4,454 14,942

222,900 267,520

Exceptional staff costs of £5,970,000 (2009 £15,765,000) are included above and are broken down as follows,
wages and salaries £2,079,000 (2009 £3,217,000), social security costs £342,000 (2009 £298,000), redundancy
costs £3,924,000 (2009 £13,486,000) and pension costs £375,000 credit (2009 £1,236,000 credit) that include
£400,000 credut 2009 £1,500,000 credit) relating to pension curtallment gain

*Pension costs to defined benefit schemes shown above are the costs to the Company In addition pension costs
of £1,628,000 (2009 £2,025,000) were met by other group companies The total pension cost for the Plan was
£20,647,000 (2009 £25,200,000) (note 22)

2010 2009
Number Number

Average monthly number of employees and directors
Distribution 6,966 8,396
Admimstration 535 608

7,501 9,004




Wolseley UK Limited

Notes to the financial statements for the year ended 31 July 2010
(continued)

2 Staff costs (continued)

2010 2009
£000 £000
Directors’ remuneration (excluding pension contributions) comprises

Emoluments 793 591
Compensation for loss of office - 315
793 906

Emoluments (excluding pension contributions) of the highest pard director
Aggregate emoluments 419 317
Accrued pension at end of year 10 7
2010 2009
Nurmber Number
Number of directors accruing benefits under defined benefit pension scheme 3 2

In the financial years ended 31 July 2010 and 31 July 2009, R H Marchbank was remunerated by Wolseley plc
and s emoluments are disclosed 1n that company’s financial statements Wolseley plc makes no recharge to the
Company Accordingly, the above details mnclude no emoluments 1n respect of hus services

R H Marchbank, who 1s a US citizen, participated 1n the defined contribution pension arrangements of Ferguson
Enterprises, Inc, a fellow group undertaking All of the other Directors of the Company are members of a

defined benefit scheme as referred to in note 22

D Harding was remunerated by the fellow group subsidiary Wolseley (Group Services) Limited, which charges
the Company for his services and so these costs are included in the figures above

No Drrectors exercised any share options during the vear ended 31 July 2010

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




Wolseley UK Limited

Notes to the financial statements for the year ended 31 July 2010

(continued)

3 Operating loss before exceptional items

2010 2009
£000 £000
Operating loss 18 stated after charging / (crediting)
Operating lease rentals
- Plant and machinery 5,642 5,123
- Other 34,190 38,523
Rent receivable (155) {383)
Services provided by the Company’s auditors:
Fees payable for the audit of accounts pursuant to legisiation 200 241
Fees payable for services relating to taxation 138 165
4 Exceptional items
Exceptional items are analysed as follows
2010 2009
£2000 £000
Stock write down 651 9,197
Staff costs (note 2) 5,970 15,765
Goodwill impairment {note §) 170 5,844
Impairment of fixed assets (note 10) 2,076 11,782
Impairment of investments (note 11) 51,952 26,513
Other operating charges
- Property costs including provisions for future lease rentals on closed 13,392 43,313
branches
- Other 1,840 1,831
Loss on disposal of fixed assets - asset write downs (note 10) 470 7,667
76,521 121,912

Included 1n the 1items above are charges of £13,006,000 (2009 £59,580,000) relating to the restructuning

provision (note 15)

The tax credit for the year mcludes a tax credit of £6,119,000 (2009 £22,264,000) relating to exceptional items
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Wolseley UK Limited

Notes to the financial statements for the year ended 31 July 2010

(continued)

5 Income from shares in group undertakings

2010 2009
£000 £000
Income from shares 1n group undertakings 31,590 83,642
The income from shares 1in group undertakings represents dividends paid by B Participations SAS
6 Interest
Interest receivable and similar income
2010 2009
£2000 £'000
Interest on cash deposits 233 195
Interest receivable from group undertakings 11,875 26,700
Valuation gans on financial instruments 45 4,212
Other mterest income 4,455 18
16,658 31,125
Interest payable and similar charges
2010 2009
£000 £7000
Interest on bank loans and overdrafis 15,040 48,169
Interest payable to group undertakings 30,071 38,037
Valuation losses on financial instruments 2,433 -
Discount charge on recervables funding arrangements (note 13) 2,137 2,408
Other interest payable 1,604 622
51,285 89,236

Other interest payable includes the unwinding of discounts {note 15) on long term provisions of £1,163,000

(2009 £359,000)
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Wolseley UK Limited

Notes to the financial statements for the year ended 31 July 2010
(continued)

7 Tax on loss on ordinary activities

The tax (credit) / charge for the financial year comprises 2010 2009
£°000 £000

Current tax

UK corporation tax on loss for the financial year 6,782 (564)
Adjustment 1n respect of the prior years (1,355) 5,612
Total current tax charge 5,427 5,048

Deferred tax

Current year (5,392) (14,749)
Adjustment 1n respect of the prior years 5,580 3,040

Movement on deferred tax relating to pension liability 73 (2,111)
Total deferred tax (note 13) 261 (13,820)
Tax on loss on ordmary activities 5,688 (8,772)

During the financial year 1t was announced that the UK corporation tax rate would reduce from 28% to 27%
effecuve from 1 Apnl 2011, the resulting deferred tax charge s £3,798,000 of which £891,000 1s included 1n the
current year credit and £2,907,000 1s within the movement on deferred tax (note 18) in reserves

The tax charge for the financial year 1s lower (2009 lower) than the standard rate of corporation tax in the UK
of 28% (2009 28%) The differences are explained below

Tax reconcihation 2010 2009
Yo %
Standard UK corporation tax rate 28 28
Non-deductible and non-taxable items (60) @7
Deferred tax origimation and reversal of iming differences (19 (48)
Foreign income covered by UK dividend exemption 29 68
Adjustment in respect of the prior years 4 (16)
Effective custent tax rate on loss on ordinary activities before tax (18) (15)
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Notes to the financial statements for the year ended 31 July 2010
(continued)

7 Tax on loss on ordinary activities (continued)

Included 1in non-deductible and non-taxable items are exceptional permanent disallowable items which
contribute 40% (2009 35%) of the 60% (2009 47%) shown above These exceptional permanent disallowable
items include impairment of goodwill and investments (2009 impairment of goodwill and investments and
impatrment of fixed assets) which do not qualify for capital allowances

8 Intangible assets: goodwill

Goodwill
£°000

Cost
At 1 August 2009 185,017
At 31 July 2010 185,017
Accumulated amortisation and impairment
At 1 August 2009 91,501
Charge for the year 8,781
Exceptional impairment charge 170
At 31 July 2010 100,452
Net book value
At 31 July 2010 84,565
At 31 July 2009 93,516

On acqmsitions to date a life of 20 years has been determined to reflect the estimated useful economic life and
goodwill 1s being amortised on a straight-hine basis over this penod

Impairment tests were performed for all groups of IGUs during the year ended 31 July 2010 These impairment
reviews have resulted n an exceptional imparrment charge of £170,000 n respect of the goodwill which arose
on the transfer of the business and assets to the Company of Bromsgrove Hire {£145,000), and O’Rourkes
Plumbing & Heating (£25,000)
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Notes to the financial statements for the year ended 31 July 2010
(continued)

9 Intangible assets: other

Software
costs
£000
Cost
At 1 August 2009 3,408
At 31 July 2010 * 3,408
Accumulated amortisation
At 1 August 2009 3,328
Charge for the year 80
At 31 July 2010 3,408
Net book value
At 31 July 2010 -
At 31 July 2009 30

The amortisation charge for the year of £80,000 (2009 £179,000) 1s included within ‘Other operating charges’
on the face of the profit and loss account

23



Wolseley UK Limited

Notes to the financial statements for the year ended 31 July 2010
(continued)

10  Tangible assets

Fixtures,
fittings,
Land and Plant and tools and Motor
buldings machinery equipment vehicles Total
£000 £000 £000 £'000 £000
Cost or valuation
At 1 August 2009 154,500 46,986 103,422 19,852 364,760
Additions 2,191 1,354 4,151 - 7,696
Disposals (9,970) (6,914) (9,200) (5,480) (31,564)
Reclassifications 15,579 4,547 3,444 13,811 37,381
Transfer to property awaiting disposal (24,104) - (5,597) - (29,701)
Transfer from group companies 3,134 (126) 1,843 - 4,851
At 31 July 2010 181,330 45,847 98,063 28,183 353,423
Accumulated depreciation and
impairment
At 1 August 2009 68,449 44,781 58,495 14,880 186,605
Depreciation charge for year 4,235 3,185 7,121 2,621 17,162
Exceptional impairment charge 1,628 169 231 48 2,076
Disposals (6,062) (5,673) (6,881) (5,422) (24,038)
Reclassifications 12,698 (2,572) 13,317 13,938 37,381
Transfer to property awaiting disposal (10,649) - (2,922) - (13,571)
Transfer from group companies 287 15 1,081 - 1,383
At 31 July 2010 70,586 39,905 70,442 26,065 206,998
Net book value
At 31 July 2010 119,744 5,942 27,621 2,118 146,425
At 31 July 2009 126,051 2,205 44,927 4,972 178,155
Land and buildings cost or valuation
2010 2009
£:000 £000
Valuation 1974 573 573
Cost 180,757 193,927
181,330 194,500
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Notes to the financial statements for the year ended 31 July 2010
(continued)

10  Tangible assets (continued)

The gamn on disposal of fixed assets of £566,000 (2009 £4,592,000 loss) on the face of the profit and loss
account compnses of a loss on disposal of fixed assets £971,000 (2009 £5,937,000 loss) and profit on disposal
of properties held in property awaiting disposal £1,537,000 (2009 £1,345,000 profit)

Included within the loss on disposal are exceptional costs of £470,000 (2009 £7,667,000) relating to the |
disposal and scrappimng of assets at closed branches

Cost or valuation of land and buildings compnises

2010 2009

£°000 £000

Freehold 121,763 136,176
Long leasehold 11,271 10,314
Short leasehold 48,296 48,010
181,330 194,500

Freeheld land, which 1s included above and amounts to £27,492,000 (2009 £35,258,000), 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

2010 2009 '
£°000 £000
Histoncal cost 180,896 194,066
Accumulated depreciation based on cost (70,389) (68,249)
Net book value 110,507 125,817
Future capital expenditure authorised by the Directors
2010 2009
£°000 £'000
Contracted but not provided 1n the financial statements - 313
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Notes to the financial statements for the year ended 31 July 2010

(continued)

11 Fixed assets investments

Interest in subsidiary undertakings

£000
Cost
At 1 August 2009 2,111,677
Exchange loss on translation (41,145)
At 31 July 2010 2,070,532
Provision
At 1 August 2009 (36,806)
Exceptional impairment charge (51,952)
At 31 July 2010 (88,758)
Net book value
At 31 July 2010 1,981,774
At 31 July 2009 2,074,871

The Company has expenenced a sigmficant detenoration in 1ts markets in the year and 1s forecasting for this to
conttnue In light of this, following a review of the carrying value of 1ts investments, the Company’s investment

i Encon Limited has been impaired by £51,952,000

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 Participations SAS France 100% Investment holding company
Wolseley France SAS (formerly Cofiger) France 100% Investment holding company
Brossette BT1 SA France 100% Plumbing and heating company
Pinault Bois et Matériaux SA France 100% Building matenals company
Bathstore com Limited England 100% Bathroom retailer
Encon Limited England 100% Distnibutor of msulation products
William Wilson Holdings Limited England 100% Plumbing, heating and electncal

supplier
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Notes to the financial statements for the year ended 31 July 2010
(continued)

12 Stocks
2010 2009
£000 £000
Goods purchased for resale 225,212 213,430

In the opinton of the Directors there 1s no matenal difference between the value of stocks as disclosed 1n the
balance sheet and their replacement cost at the balance sheet date

13  Debtors
2010 2009
£°000 £000
Amounts falling due within one year
Trade debtors 200,685 227,965
Amounts owed by parent undertaking 426,276 620,587
Amounts owed by group undertakings 96,831 108,861
Corporation tax 6,825 -
Other debtors 17,388 4518
Prepayments and accrued income 72,660 73,384

820,665 1,035,315

Amounts falling due after more than one year

Other debtors 29,436 396
Deferred tax asset 26,490 27,360
55,926 27,756

The amount owed by the parent undertaking attracts interest at a rate of one year LIBOR + 0 5% (2009 one
year LIBOR + 1%) and 1s unsecured The amount owed by group undertaking includes an amount of
€14,997,000 equivalent of £12,481,000 which attracts interest at a rate of one year LIBOR + 0 75% (2009
€28,997,000 equivalent of £24,723,000 at a rate of one year LIBOR + 0 75%) and 1s unsecured

On 1 December 2008 the Company entered into a receivables funding arrangement of up to £100,000,000,
commutted for two years and on 24 July 2009 this arrangement was increased to up to £140,000,000 On 30 July
2010 the agreement was extended for a further two years, effective 2 November 2010 The arrangement
mvolves the sale of certain receivables to a counterparty, for which the Company 1s paid substantially all of the
recervable 1n advance and the balance on collectton These recevables continue to be collected by the Company
and are then paid over to the counterparty
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Notes to the financial statements for the year ended 31 July 2010
(continued)

13  Debtors (continued)

As the Company has transferred substantially all of the credit and late payment nisk to the counterparty,
advances made against purchased invoices are derecognised in the balance sheet of the Company At 31 July
2010 £139 6 mullion (2009 £100 0 million) of funding m total had been received, resulting in derecogmition of
£104 7 million (2009 £71 3 million) from trade debtors, for receivables not yet collected and a reduction of
£34 9 rmlhion (2009 £28 7 milhon) from cash at bank, for receivables collected by the Company but not yet
paid over to the counterparty Discount charges on the recervables funding arrangement included 1n interest
payable were £2 1 mullion 1n the year ended 31 July 2010 (2009 £2 4 mullion)

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 Proviston for all these onerous leases are included within
the restructuring provision in note 15 The contract involved a senes of annual payments to the third party The
first payment (£18,156,000) was made by 31 July 2010 Part of the imtial payment was used to settle some
habilities associated with the onerous leases provided for 1n note 15 The remaimng instaiments have been
mcluded in other creditors due withun one year (£11,500,000) and after more than one year (£18,111,000) and
other debtors due within one year (£14,599,000) and after more than one year (£29,036,000)

The elements of deferred tax are as follows 2010 2009

£000 £7000
Accelerated capital allowances 23,892 20,245
Tax losses carned forward - 3,074
Other uming differences 2,598 4,041
Deferred tax asset 26,490 27,360

The movements in the deferred tax balance were as follows

Asset at beginning of year 27,360 15,685
Amount (debited) / credited to profit and loss account (870) 11,675
Asset at end of year 26,490 27,360
Deferred tax reconciliation 2010 2009

£000 £000
Asset at begining of year 27,360 15,685
Deferred tax mcluded wathin net pension habality at beginning of year 59,529 36,755
Total asset 86,389 52,440
Amount (debited) / credited to profit and loss account (note 7) (261) 13,820
Amount taken directly to reserves (note 18) 18,967 20,630
Total asset at end of year 105,595 $6,890
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Notes to the financial statements for the year ended 31 July 2010
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13  Debtors (continued)

No provision has been made for deferred tax gains recogmsed on revaluing property to its market value or on
the sale of properties where potentially taxable gains have been rolled over into replacement assets Such tax
would become payable only 1f the property were sold without 1t being posstble to claim rollover relief The total
amount unprovided for 1s £10 6 muthon (2009 £11 4 million) At present, it 1s not envisaged that any tax will
become payable 1n the foreseeable future Also, a deferred tax asset on capital losses has not been provided as 1t
1s not expected that these amounts will reverse 1n the foreseecable future

14 Creditors

2010 2009
£000 £000

Amounts falling due within one year
Bank overdrafts 345,481 83,338
Trade creditors 443,588 404,650
Amounts owed to parent undertaking - 135,826
Amounts owed to group undertakings 144,316 138,678
Corporation tax - 12,146
Other taxation and social security 20,097 18,071
Other creditors 38,401 17,621
Accruals and deferred income 25,838 16,959
1,017,721 827,289

Interest payments on the bank overdrafis are determuned by reference te short-term benchmark rates apphicable
to the relevant currency or market, such as LIBOR

Amounts owed to group undertakings includes amounts totalling £13,371,000 (2009 £13,176,000) which are
repayable on demand and are subject to interest at a rate of six months GBP LIBOR + 0 5% The remainder of
the amounits owed to group undertakings are repayable on demand and are interest free

2010 2009
£°000 £000

Amounts falling due after more than one year
Bank loan - 596,811
Loan from parent undertaking 135,543 38,366
Loan from group undertalang 838,626 1,072,199
Other creditors 18,626 515

992,795 1,707,891
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Notes to the financial statements for the year ended 31 July 2010
(continued)

14  Creditors (continued)

The loan from the parent undertaking includes an amount of €159,945,000, equivalent to £133,110,000 (2009
€ml) which 18 repayable on 01 August 2013 and 1s subject to interest at a rate of one year USD LIBOR, + 3 5%
The remaining balance from the parent undertaking 1s iterest free

The loan from group undertaking includes eleven (2009 nine) loan amounts totalling £551,673,000 (2009
£543,595,000) all repayable mn full on 30 January 2021, subject to interest rates ranging from s1x months GBP
LIBOR + 3 0% to six months GBP LIBOR + 0 5% (2009 one year GBP LIBOR + 1 0% to six months GBP
LIBOR + 0 5%}, and a loan amount of $450,000,000, equivalent to £286,953,000 (2009 $ml) which s
repayable on 1August 2013 and 1s subject to interest at a rate of one year USD LIBOR + 3 5%

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

2010 2009

£°000 £000

Due between one and two years 9,448 38,881
Due between two and five years 428,563 1,125,415
Due 1n more than five years 554,784 543,595

992,795 1,707,891

No secunty has been given for the amounts due 1n more than five years, which are not payable in mnstalments

15 Provisions for liabilities

1 August Charged Utilised  Transferred  Unwinding  Exchange 31 July

2009 of discount 2010

£000 £000 £000 £000 £000 £000 £7000

Restructuring 47,573 14,472 (22,124) 17,937 1,055 19 58,932

Property 13,281 6,660 (798) (1,409) 108 7 17,849
dilapidations

Environmental 2,398 6 (345) - - - 2,059

Warranty - 102 - - - 102

63,252 21,240 (23,267) 16,528 1,163 26 78,942
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15  Provision for liabilities (continued)

Restructuring

The restructuring provision includes provision for staff redundancy costs, future onerous lease rentals on closed

branches and asset write downs In determuming the provision for onerous leases the cash flows have been
discounted using a nsk free rate adjusted for specific nsk factors The majority of the onerous provision relates
directly to the specific leases which form the agreement between the Company and the third party as set out 1n
note 13 The net charge to the profit and loss account of £14,472,000 comprises of property costs of
£13,578,000 (of whuch £12,428,000 were exceptional), staff costs of £1,408,000 (of which £1,092,000 were
exceptional), other exceptional costs of £54,000 and exceptional asset wnte downs release of £(568,000)

Included in transfers s £16,850,000 1n respect of onerous lease commitments transferred to the Company from
other group compames following the transfer of the leases to the Company

Property dilapidations

The dilapidations proviston mcludes provision agamst the estirated costs to be incurred under leasehold
property dilapidation claims anticipated mn respect of properties within ten years of the end of the lease period
and decommissioning costs associated with the distribution centres The decommissioning provision has been
stated on a discounted basis using discount rates depending on the expiry date of the lease

Included 1n transfers 1s £322,000 dilapidations provision transferred to another group company

Environmental

Included wathin this provision 1s an amount of £1,052,000 (2009 £1,046,000) relating to asbestos litigation
This amount has been actuarially determned as at 31 July 2010 based on advice from professional advisers
Some insurance 18 1n place for asbestos related hitigation and accordimgly an insurance receivable of £400,000
(2009 £397,000) has been recorded 1n other debtors due after more than one year 1n note 13

Warranty
The warranty provision 18 an amount to cover any costs should a customer return any of the goods sold by the
Company under 1ts own brand label that had a fault

16  Called up share capital

2010 2009
£000 £000
Authorised
100,042,000 (2009 100,042.000) ordinary shares of £1 each 100,042 100,042
170,000,000 (2009 170,000,000) preference shares of £1 each 170,000 170,000
Total authorised 270,042 270,042
Allotted, issued and fully paid
24,530,792 (2009 24,530,791) ordinary shares of £1 each 24,531 24,531

During the year one ordinary share was 1ssued for cash The norminal value of this share 1s £1 and the
consideration received was £235,787,000
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Notes to the financial statements for the year ended 31 July 2010

(continued)

17 Share premium account

£7000
At 1 August 2009 609,321
Premium on ordinary shares 1ssued {note 16) 235,787
At 31 July 2010 845,108
18 Reserves
Revaluation Foreign Profit
reserve currency and loss
retranslation account
TEeserve
£000 £°000 £000
At 1 August 2009 428 23,084 214,731
Loss for the financial year - - (36,197)
Actuanal loss on pension scheme (note 22) - - (83,191)
Movement on deferred tax relating to pension scheme (note 13) - - 18,967
Movement on current tax relating to pension scheme - - 1,420
Exchange gain for the financial year - 5,065 -
At 31 July 2010 428 28,149 115,730
£31,341,000 (2009 £31,341,000) of cumulative goodwill has been eliminated against reserves
19 Reconciliation of movements in total shareholders’ funds
2010 2009
£°000 £000
Loss for the financial year (36,197) (25,608)
Proceeds of 1ssue of ordinary share capital (note 16) 235,787 169,521
Exchange gain for the financial year 5,065 17,483
Actuanal loss on pension scheme {note 22} (83,191) (82,341)
Movement on deferred tax relating to pension scheme (note 13) 18,967 20,630 |
Movement on current tax relating to pension scheme 1,420 2,426
Net addition 1o total shareholders’ funds 141,851 102,111
Openng total shareholders’ funds 872,095 769,984
Closing total shareholders’ funds 1,013,946 872,095
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20 Contingent liabilities

The Company, together with certain other group compames, has given the banks authonty to transfer at any time
any sum outstanding to the credit of the Company against or towards satisfaction of the liability to those banks of
these other group compames No security has been provided by the Company under these arrangements

21 Obligations under leases

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

Land and buildings

2010 2009
£'000 £000
| Expinng
Within one year 1,243 1,619
Between one and five years 12,382 16,109
After five years 18,621 13,809
32,246 31,537
Other
2010 2009
£'000 £'000
Expinng
Within one year 1,665 1,090
. Between one and five years 5,456 5,654
: After five years 272 671

7,393 7,415
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22  Pension costs

The Company participates in the Wolseley Group Retirement Benefits Plan (“the Plan™) which provides benefits
based on final pensionable salaries The assets are held 1n separate trustee adminustered funds The scheme’s
retirernent benefits are funded by a salary sacnfice arrangement from employees wath the balance being paid by
Group compames Employees salary sacnifice 1s eather 5% or 8% of earrungs depending on the level of benefits
accrumng The Company contribution rate 1s calculated on the Projected Unit Method and agreed wath an
independent consulting actuary. Duning 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 £20,647,000 (2009 £25,200,000)
The Company paid 92 3% (2009 94 8%) of the contnibutions to the Plan The total figures for the Plan have
been shown below and the pension hiability included m the Company’s financial statements 1s the hability for

the whole of the Plan

The Company expects to contribute £56 2 mullion to the UK defined benefit scheme 1n the year ending 31 July
2011, mncluding an additional £24 7 million anising as a result of the recently completed funding valuation

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

2010 2009
Valuation method Projected Unit Projected Unit
Discount rate 5.4% 6 0%
Inflation rate 34% 37%
Increase to deferred benefits dunng deferment 3.4% 37%
Increases to pensions in payment 3.3% 36%
Salary increases 4 4% 4 7%

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

2010 2009
Current pensioners (at age 65) — male 220 200
Current pensioners (at age 65) — female 240 230
Future pensioners (at age 65) — male 24.0 211
Future pensioners {at age 65) - female 26.0 241
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22  Pension costs (continued)

The assets mn the scheme and the expected rates of return were

Long-term Value at 31 Long-term Value at 31
rate of return July 2010  rate of retum July 2009
expected at expected at
31 July 2019 £000 31 July 2009 £°000
Equities 8.0% 392,004 82% 336,191
Bonds 5.0% 149,204 52% 133419
Other 4.7% 23,383 46% 20,250
Total market value of assets 6.4% 564,591 2% 489,860
Present value of scheme liabilities (855,316) (702,464)
Deficit in the scheme (290,725) (212,604)
Related deferred tax asset 79,105 59,529
Net pension Liability (211,620) (153,075)
The Company had an amount of £2,175,000 owing to the Plan as at 31 July 2010 (2009 £2,393,000)
Fair value of plan assets
2010 2009
£'000 £°000
At the beginning of the year 489,860 521,314
Expected return on plan assets 34,300 36,600
Actuanal gain / (loss) 36,605 (83,809)
Employers’ contnibutions 33,517 39,164
Participants’ contnbutions 394 450
Benefits paid (30,085) (23,859)
At the end of the year 564,591 489,860
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22 Pension costs (continued)

2010 2009
£000 £000
Actual return / (loss) on plan assets 70,905 (47,209)

The expected long-term rates of return for equties are long-term assumpuions and were set afier taking actuanal
advice The expected equuty returns can be considered as a nsk free rate of return (determined by reference to
government bond rates in the countnies in which the plans are based) plus a nsk prermum to reflect the
additional nsks associated with equities The expected return implies a premium of 2 9% per year as at 31 July
2010 (2009 3 2%} over the expected return from government bonds

The Group’s investment strategy for 1ts funded post-employment plans 1s decided locally by the Group and, 1f
relevant, the trustees of the Plan and takes account of the relevant statutory requirements The Group’s objective
for the investment strategy 1s to achieve a target rate of return 1n excess of the increase 1n the habilites, while
taking an acceptable amount of mvestment nisk relative to the liabilities

Thus objective 1s implemented by using specific allocations to a vanety of asset classes that are expected over
the long-term to deliver the target rate of return Most investment strategies have significant allocations to
equities, with the intention being that this will result 1n the ongoing cost to the Group of the post-employment
plans being lower over the long-term and be within acceptable boundanes of risk The policy 13 to mvest
approxiumately 75% of the assets in equities and 25% 1n other asset classes, principally bonds The investment
strategy 15 subject to regular review by the scheme trustees 1n consultation with the Group

Present value of defined benefit obligation

2010 2009
£'000 £000
At the beginmng of the year (702,464) (660,241)
Current service cost (20,200) (26,700}
Past service cost (847) -
Curtailment gain 400 1,500
Interest cost (42,100) {41,500)
Participants’ contributions (394) {450)
Benefits paid 30,085 23,859
Actuanal (loss) / gain (119,796} 1,468
At the end of the year (855,316) (702,464)

36




Wolseley UK Limited

Notes to the financial statements for the year ended 31 July 2010

(continued)

22  Pension costs (continued)

Analysis of total expense recognised 1n the profit and loss account

2010 2009
£'000 £000
Current service cost 20,200 26,700
Curtailment gain (400) (1,500)
Past service cost 847 -
Charged to operating profit *20,647 *25,200
Interest on pension habilities 42,100 41,900
Expected return on scheme assets (34,300) (36,600)
Charged to other finance expense 7,800 5,300
Total expense 28,447 30,500

* Pension costs of £1,628,000 (2009 £2,025,000) were met by other group compares The total pension cost
for the Plan was £20,647,000 (2009 £25,200,000), the pension cost for the company was £19,019,000 (note 2)

(2009 £23,175,000)

Analysis of amount recoghised 1n statement of total recognised gains and losses (“STRGL”)

2010 2009

£000 £000
Actual return less expected return on pension scheme assets 36,605 (83,809)

Changes 1n assumptions underlying the present value of the scheme liabilities (119,796} 1,468
Actuanal loss recogmsed 1n the STRGL (83,191) (82,341)
2010 2008 2007 2006

History of experience gains and losses £000 £000 £000 £000
Fair value of plan assets 564,591 521,314 567,457 431900
Present value of defined benefit obligation (855,316) (660,241)  (602,600) (591,500)
Deficit in the plan (290,725) (138,927 {35,143)  (109,600)
Experience adjustments 2010 2008 2007 2006
£000 £000 £000 £000
Expenence adjustments to scheme assets 36,605 (100,210) 39,494 35,100
% of scheme assets 6.5% (19 2)% 7 0% 73%
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23  Share-based payments

The Company participates 1n the following of the Group’s share option plans the 1984 Executive Share Option
Scheme, the 1989 Executive Share Option Scheme and the Wolseley Share Opticn Plan 2003 (collectively, the
“Executive Option Schemes™) and the Wolseley Employees Savings Related Share Option Scheme 1981 The
Company also participates in a Long Term Incentive Scheme (“LTIS™) for semor executives operated by the
Group

Further detailed information relating to share-based payments 1s provided in note 34 of the Group’s Annual
Report

24  Derivative financial instruments

At the balance sheet date the Company had entered into certain short-term currency swaps amounting to assets
of £356 7 nulhon and $550 million, equivalent to £350 1 mullion (2009 £ml) and hiabilities of €853 1 mullion,
equivalent to £709 9 malhon (2009 €ml), which were designated as effective hedges of net investments 1
overseas operations The fair value of these currency swaps has been estimated as the cost of closing out the
contracts using the closing exchange rate at the balance sheet date and 1s £2 5 mullion (2009 £ml})

The Company entered into these denvatives to hedge against 1ts investment 1n 1ts French subsicdhary and a
foreign currency bank overdraft

The net amount of exchange gains and losses on foreign currency borrowings, less deposits totalled £20 9
million gamn (2009 £6 7 rmllion loss) with £20 9 mullion gain (2009 £6 7 million loss) offset m reserves under
the offset procedure No charge or credit was made to the profit and loss account 1n relation 1o hedged foreign
mvestments (2009 £ml)

25 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 1t 1s a

wholly owned subsidiary of a group headed by Wolseley plc {note 26), whose financial statements are pubhcly
available

26 Ultimate parent company

The ulumate parent company and controlling party at 31 July 2010 was Wolseley plc, which 1s registered 1n
England and was the smallest and largest parent undertaking to consolidate these financial statements as at 31
July 2010 On 24 November 2010 Wolseley plc re-registered as Wolseley Limited Copies of the Group
financial statements may be obtained from The Company Secretary, Wolseley Limited, Parkview 1220,
Arlington Business Park, Theale, Reading, RG7 4GA

On 23 November 2010, a new holding company, also called Wolseley plc, a company which 1s registered in
Jersey, became the ultimate parent company and controlling party
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