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FASTENAL EUROPE LTD
STRATEGIC REPORT

FOR THE YEAR ENDED 31 DECEMBER 2018

The direclars present the Strategic Report and financiat statements for the year ended 31 December 2018
Fair Review of the Business

Fastenal Europe Ltd has achieved substantial growth in 2018 The company has posted revenues of £16,213,494, a
24% increase over 2017 sales of £13,067.650 This growth 15 partially attnbuted to the acquisition of a local
manufacturer, Spensall Precision Engineermg Litd, ("Spensall"), in 2018, Our gross profit margin has also increased
from 40 7% to 46.0% due to the addition of manufacturing sales

Employee-related expenses again make up the majonty of our administrative expenses for the year Overall, they
increased by approxmately 55 0% fram 2017, By monthly average, we had an additionai headcount of 50 employees
In 2018 compared to 2017. This can mainly be attnbuted to the Spensall employees we gained as part of the acquisition,

Intercompany interest expense 1s also contnbuting fo the mcrease in administrative expenses, We put two long-term
lcans from our parent compary in place, one in Dacember 2017 and the other in December 2018

Fixed assets have aimost doubled fram £1,411 67010 £2 781,135, mostly due to the machines acquired in the Spensall
purchase Due to the increase in fixed assets, our depreciation expense has approximately doubled in 2018 from
£202,889 to £422 408

Our company had inventory evels of £6,664 507 at the end of the financial year This inventory I1s a 28.7% increase
from the end of 2017. Of this increase, £1,015,523 is attributable to Spensall inventory,

Qur cash balance as of the end of 2018 has increased 71.9% to £2,853 534 from £2 241,290 at the end of 2017 due
to & caprtal increase from our parent company in December 2018. As a result, our share capital has increased from
£275,000 to £275 001 (n 2018 with £3,798,998 of share premium.

Key Performance Indicators

The directors have identified the following key performance indicators
- Total revenue growth of >12 5% per annum

- Having qualitty PPM™ <1000

- Having customer on-time delivery >98%

- Sustaining gross margin abeve 30%

Future Outlook

Over the next five years we expect erganic double-digit sales growth in 2019 and similar growth to fellow in 2020 and
beyond over the upcaming years We expect the market to be shrinking aver the next 1-2 years, however we believe
we wil!l take encugh new market share to make up for the decline in the overall market.

The acquisition of Spensall was based on broademing out our portfolio of manufactured services and was a2 good fit
inte our portfalio We expect aorganic growth from this division of Fastenal Europe Ltd te follow the same revenue
targets we have set out,

We are continuing to invest in more locations and customer-facing roles within the business in 2019 and the foreseeable
future.



FASTENAL EUROPE LTD
STRATEGIC REPORT (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2018

Principal & Financial Risks

Liguichty Risk
Fastenal Europe Ltd ensures all of its liquidity needs are and have been backed up by the parent organisation
Fastenal Company.

Foreign Currency Risk

As we have seen a very unstable foreign exchange since the EU Referendum {Brexit) vote in June 2018, 1t has caused
our cost of goods to fluctuate dramatically. We mitigate this nsk by hawving price adjustment clauses \n our customer
agreements that are based around fareign exchange {(FX)

Credit Risk

In our early years as a business we had County Court Judgements that affected our credit rating We have mitigated
this with early payment to suppliers where possible, clean accounting practices and now have a very respectable credit
rating which is expected to continue through 2019 and beyond.

Supply Chain Risks

Qur biggest nsk regarding supply chain as of the time of this writing, 18 related to a No-Deal Brexit in October 2019
Beginning in Q4 of 2018 we began increasing the safety stack levels of our UK held inventery of mported produst, to
ensure a hold-up within customs would not affect our customers. We have also been 1n tatks with our key UK based
suppliers around their own supply chain to ensure they have the appropnate plans in place.

Customer Risks

As we service a small percentage of the market we have greater risk on individual customer accounts maoving out of
the UK or closing entirely, despite if the market (n general 1s increasing Our turnaver and profit could be impacted
adversely if a large customer exited the UK Our sirategy Includes a multi-channel sales plan to acquire a larger number
of customars to ensure our sales are spread across a wider base of custemers,

Polibcal Risks

As of the time of this writing, the deal of the Brexit referendum has not been agreed to with the EU and most signs
point that October will come and a No-Deal Brexit will commence, Our two keys risks that come out of this are the
aforementianed customs delays and potential newly imposed duties on Eurcpeanimports Atthis pointwe have flexibility
of price ncreases If duty rates are increased and have increased inventary holding to minimise the potential customs
delays. Minor risks such as EU employees legal working nghts, Inish Backstop, etc. will be reviewed in more depth
once Brexit eventually takes place

Director Expectations

2018 met the expectations of the directors 1t was expecied we would set out to achieve our targeted KPis, all of which
were achieved. The momentum through the year and our open pipeline of new business s sef to have another strong
yvear in 2019

The directors work coliectively to pian for any risk, anticipate and mitigate wherever possible The foliowing plans are
being driven inte the business by the directors

— Leverage exchange rate purchasing into our favour

— Increase selling prices where possible based on FX change and commodity increase

—-  Expand customer base utilising a multi-channel sales team

- Lower our labour expense-sales ratio in order to have more people driving new business
—  Review growing markets for our sales peaople to focus on more

" PPM refers to parts per million



FASTENAL EUROPE LTD
STRATEGIC REPORT (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2018

On behalf of the boarg

H Lewis
Director



FASTENAL EUROPE LTD
DIRECTORS' REPORT

FOR THE YEAR ENDED 31 DECEMBER 2018

The directors present their annuat report and financial statements for the year ended 31 December 2018

Principal activities

The principal activity of the company continued to be that of the whalesale of hardware, plumbing and heating
squipment and supplies The company operates from its locations i the United Kingdom and Northern lreland.

Directors

The directors who held office dunng the year and up to the date of signature of the financial statements were as
follows

A Davidson
D L Florness
J M Watts
HLewrs

Results and dividends

The results for the yaar are set out on page 9 No dividends have been declared or paid in 2018

Auditor

The auditor, RSM UK Audit LLP, is desmed to be reappointed under sechion 487(2) of the Companies Act 2008
Statement of disclosure to auditor

So far as the directors are awars, there is no relevant audit infarmation of which the cornpany's auditors are unaware
Additionally, the directors have taken zll the necessary steps that they ought to have taken as directors in order to

make themselves aware of all relevant audit information and to establish that the company's auditors are aware of
that infarmaticn.

Matters of strategic importance

The directors have chasen in accordance with section 414C(11) of the Compenies Act 2008 to include the strategic
report information in respect of business activities, risk and future developments as the directors consider these
are of strategic importance to the company.

On behalf of the board

H Lewis
Diractor

23109119..



FASTENAL EUROPE LTD
DIRECTORS' RESPONSIBILITIES STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2018

The directors are responsible for preparing the Strategic Report and the Directers' Report and the financial statements
in accordance with applicable law and regulattans

Campany law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected 1o prepare 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 farr view cf the state of
affairs of the company and of the profit or loss of the company for that period  In prepaning these financial statements,
the directors are required to

«  select suitable accounting policies and then apply them consistently,

+  make Judgements and accounting estimates that are reasonable and prudent;

«  prepare the financial statements on the going concern basis unless it 1s inappropriate to presume that the
cempany will continue I business

The directors are responsible for keeping adequate accaunting 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 alse responsible
for safequarding the assets of the company and hence for taking reasanable steps for the prevention and detection
of fraud and other irregulanties



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF FASTENAL EURCPE LTD

Cpinion

We have audited the financial statemenis of Fastenal Europe Lid {the ‘company’} for the year ended 31 December
2018 which comprise of Statement of Comprehensive Income, Statement of Financial Position, Statements of Changes
in Equity, and notes to the financial statements, including a summary of significant accounting policies The financial
reporting framework that has been applied in therr preparation is applicable law and United Kingdom Accounting
Standards, including FRS 102 “The Financial Reporting Standard applicable in the UK and Repubhc of Ireland” {(United
Kingdom Generally Accepted Accounting Practice).

In our opinion, the financial statements
+  give a true and fair view of the state of the company's affairs as at 31 December 2018 and of its profit for the
year then ended,
+  have been properly preparad i accordance with United Kingdom Generally Accepted Accounting Practice,
*  have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit In accordance with International Standards on Auditing (UK) {ISAs (UK)) and applicable law
Our responsibilities under those standards are further described in the Auditor's respensibilities for the audit of the
financial statements section of our report. We are independent of the company In accordance with the ethical
requirements that are relevant to our audit of the financial statements in the UK, including the FRC's Ethical Standard,
and we have fulfilled our other ethical responsibilities in accerdance with these requirements We believe that the audit
evidence we have abtained 1s sufficient and appropriate to provide a basis for our opinion

Conclusions relating to going concern
We have nothing to report in respect of the following matters in relation to which the ISAs (UK} require us to report to
you Where

*  the directors’ use of the going concern basis of accounting in the preparation of the financial statements is
not appropriate, or

- the directors have not disclosed in the financial statements any identified matenal uncertainties that may cast
sigmficant doubt about the company's ability to contnue to adopt the going concern basis of accounting for
a period of at least twelve months from the date when the financial statements are authorised far 1ssue

Other information

The other information comprnises the information included in the annual report, other than the financial statements and
our auditor's report thereon. The directors are responsible for the other information Our apinion on the financial
statements does nat cover the other infermation and, except to the extent otherwise explcitly stated in our report, we
do not express any form of assurance conclusion thereon.

In connection with our audit of the financal statements, our responsibility 1s to read the other information and, in doing
s0, conaider whether the other information is materially inconsistent with the financial statements or our knowledge
obtamned in the audit ar otherwise appears to be materially misstated, if we identfy such matenal inconsistencies or
apparent material misstatements, we are required to determine whether there is a material misstatementin the financial
statements or a matenal misstatement of the other nformation. If based on the work we have performed, we conclude
that there 1s a matenal misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken In the course of the audit
+  the information given in the strategic report and the directors’ report for the financial year for which the financial
statements are prepared is consistent with the financial statements, and
+  the strategic report and the directors’ report have been prepared in accordance with applicable jegal
requirements.

Mattors on which we are required to report by exception
In the light of the knowledge and understanding of the company and its environment obtained in the ccurse of the
audit, we have not identified material misstatements in the strategic report and the directors' report




INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF FASTENAL EUROPE LTD

We have nothing 1o report in respact of the fellowing matters 1n relation to which the Companies Act 2006 requlres us
to report to you if, in our opinion:

- adequate accounting records have not been kept, or retums adequate for our audit have not besn recelved
from branches not visited by us; or

= the financial statements are not in agreement with the accounting records and returns; or

- certain disclosures of diractors’ remuneration specified by law are not made:; or

+  we have not received all the information and explanations we reguire for our audit; or

Rasponsibilities of directors .

Aa explained mere fully in the directors’ responsibilities statement sat aut on page 8, the directors are responsible for
the preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the directors determine Is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or eror.

In preparing the financial statements, the directars are responsibla for assessing the company's ability to continue as
a going concern, disclesing, as applicable, matters related to going concern and using the going concern basis of
accounting unless the directors either intend to liquidate the company or to cease operations, or have no realistic
alternative but to do so.

Auditor's responsibilities for the audit of the financial stateaments

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high leve| of assurance, but is not a guarantee that an audit conducted in accordance with
15As (LK) will always detact a matarial misstatement whaen It exists. Misstatements can anse from fraud or ercar and
are considered material if, individually arinthe aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the tinancial statemants is located on the Financial Reporiing

Council's website at: hitp:/fiwww.frc.org, uk/auditorsrasponsibilities This dascription forms part of our auditor's report

Use of our report

This repart is made salely to the company's members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undartaken so that we might state to the company's members those
matters we are required 1o state to them in an auditor's report and for no other purpose. To the fullest extent permitted
by law, we do not accapt or assume responsibility to anyone other than the company and the company's members as
a body, for our audit work, for this report, or for the oplnions we have formed.

Adbd UK AUl A

Mayulee Pinkerton (Senior Statuiory Auditon)

For and on behalf of RSM UK Audit LLP, Statutory Auditor
Chartered Accountants

First Floor, Davidson House

Farbury Square

Reading

RG1 3EU

Date: -1F S4pendaii L8149



Company Registration N¢. SC370971
FASTENAL EUROPE LTD

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2018

2018 2017

Notes £ £

Turnover 3 16,213,484 13,067,650
Cost of sales (8,761,650) {7,749,589})
Gross profit 7.451 844 5,318,061
Distribution costs (469,797) (426.335)
Administrative expenses {6,301,240) {4,160,507)
Operating profit 4 680,807 731,219
Interest receivable and similar income 7 3,855 265
Profit on ordinary activities before taxation 684,762 731484
Taxation 8 (80,187) {145,489)
Profit on ordinary activities after taxation 594,575 585995

Total comprehensive income for the year 594,575 585,995




FASTENAL EUROPE LTD

STATEMENT OF FINANCIAL POSITION

AS OF 31 DECEMBER 2018

Fixed assets
Tangible assets

Current assets
Stocks

Debtors
Cash at bank and in hand

Creditors: amounts falling due within
one year

Net current assets

Total assets less current liabilitias

Creditors: amounts falling due after
more than one year

Provisions for habilities
Net agsets

Capitat and raserves
Called up share capital
Share Premium

Profit and loss regerves

Total equity

. and are signed cn its behalf by’

Notes

11
12

13

14

16

17
18
18

6,664,507
5,751,981

3,853,594

16,270,082

(2,455,334)

Company Registration No. SC370971

2018 2017
£ £ £
2,791,135 1,411,670
5.177,757
5,258,242
2,241,280
12,677,289
(6,527,132)
13,814,748 6,150,157
16,605,883 7,561,827
(8,973,226) (5,383,547)
{140,439) (80,637)
6,492,218 2,097 643
275,001 275,000
3,799,998 _
2,417,218 1,822,643

6,492,218 2,097,643

The Jiggncigl statements were approved by the board of directors and authonsed for issue
on 'ilﬁ‘ﬁehq
N

H Lawis
Director

10



FASTENAL EUROPE LTD

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2018

Balance at 1 Janhuary 2017

Company Registration No. SC370971

Year ended 31 December 2017:

Profit and lotal comprehensive Income
income for the year

Balance at 31 December 2017

Year ended 31 December 2018.

Profit and total comprehensive Income
for the year

Allotment of shares

Balance at 31 December 2018

Share Share Profit and Total
capital premium loss
reserves

£ £ £ £
275,000 1,236,648 1,511,648
—_ — 585,995 585,985
275,000 — 1,822,643 2,087,643
— — 594,575 584 575
1 3,799,999 — 3,800,000
275,001 3,799,999 2,417,218 6,482.218

11



FASTENAL EUROPE LTD

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2018

1. Accounting policles

Company Information

Fastenal Europe Ltd s a prvate company limited by shares incorporated in Scotland. The registered office 1s Unit
M & N, Glasgow Trade Park, Glasgow, G638 8GA. The company's principal activities are disclosed in the Directors'
Report on page 5.

Accounting convention

These financial statements have been preparad In accordance with FRS 102 *The Financial Reporting Standard
applicable in the UK and Republic of Ireland” ("FRS 102') and the requirements of the Companies Act 2006

The financial statements are prepared in stering, which is the functional currency of the company Monetary
amounts 1n these financial statements are rounded 1o the nearest £1

The financial statements have been prepared under the historical cost convention The principal accounting poiicias
adopted are set cut below.

Going concern

At the time of approving the financial statements, the directors have a reasonable expectation that the company
has adeguate resources to continue in aperational existence for the foreseeable future Thus the directors continue
to adopt the going concern basis of accounting In preparing the financial statements.

Turnover

The turnover shown in the statement of comprenensive Income represants the value of all goods sold curing the
period, less returns received, at selling price exclusive of Value Added Tax Sales are recognised at the point at
which the company has fulfilled its contractual obligations and the risks and rewards attaching te the product, such
as obsclescence have been transferred to the customer.

Tangible fixed assets

Tangible fixed assets are mibally measured at cost and subsequently measured at cost or valuahon, net of
depraciation and any impairment losses.

Depreciation 1s recognised so as to write off the cost or valuation of assets less their residual values over ther
useful lives cn the following bases

Plant and machinery 2 — 7 years straight line

The gain or loss anising on the disposal of an asset is determined as the difference between the sale proceeds
and the carrying value of the asset, and 1s credited or charged to profit or loss

Stock

Stock s stated at the lower of cost and estimated selling price less costs to complete and sell Cost comprises
direct materials and, where applicable, direct iabour costs and those overheads that have been incurred in bringing
the stocks to thewr present focation and condition,

At each reporting date, an assessment 1s made for Impairment Any excess of the carrying amount of stocks over
s estimated selling price less costs to complete and sell is recognised as an impairment less in profit or loss
Reversals of impairment losses are also recognised in prefit or loss



FASTENAL EUROPE LTD
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

1. Accounting policies (Continued)

Cash and cash equivalents

Cash and cash equivalents are basic financial instruments and include cash in hand, deposits held at banks and
other short term hguid investments with onigmal matunties of three months or less

Financial instruments

The company has elected to apply the provisions of Section 11 'Basic Financial Instruments' and Sectian 12 *Other
Financial Instruments Issues' of FRS 102 to alf of its financial instruments.

Finanaial instruments are recognised when the company becomes party to the contractual provisions of the
instrument

Financial assets and liablites are offset, with the net amounts presented in the financial statements, when there
1s a legally enforceable right to set off the recognised amounts and there is an intention to settle on a net basis or
to reahse the asset and settle the hiability simultaneously

Basic financial assets

Basicfinancial assets, whichinciude trade and otherreceivables and cash and bank balances, are initially measured
at transaction price including transaction costs and are subsequently carmed at amortised cost using the effective
nterest method unless the arrangement constitutes a financing transaction, where the financiat asset 1s measured
at the present value of the future receipts discounted at a market rate of interest

Other financial assets

Other financial assets, including trade invesiments, are intially measured at fair value which 1s normally the
transaction price Such assets are subsequently carried at fair value and the changes In fair value are recognised
In profit or foss, except that investments in equity instruments that are not publically traded and whose fair values
cannot be measured reliably are measured at cost less impairment

Classification of financial liabilities

Financial liabilihes and equity instruments are classified according to the substance of the contractual arrangemenis
entered into An equity instrumant 1s any contract that evidences a residual interest in the assets of the company
after deducting all of its abilities.

Basic financial lfabilities

Basic financial liabilties, including trade and other payabies, bank loans, loans from fellow group companies and
preference shares that are classified as debt, are initially recognised at transaction price unless the arrangement
constitutes a financing transaction, where the debt instrument 1s measured at the present value of the future
payments discounted at a market rate of interest

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

Equity instruments

Equity instruments issued by the company are recorded at the proceeds received, net of direct 1ssue costs



FASTENAL EUROPE LTD
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2018

1. Accounting policies {Continued)

Taxation

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

Current and deferred tax 1s charged or credited to the profit or loss, except when 1t relates to items charged or
credited to other comprehensive income or equity, when the tax follows the transaction or event it relates to and
15 also charged or credited te other comprehensive income, or equity

Current tax assets and current tax habilibes and deferred tax assets and deferred tax labilities are offset, 1f and
only if, there 1s a legally enforceable nght to set off the amounts and the entity intends either to settle on the net
basts ar to realise the asset and settle the liability simultaneously

Current tax 1s based on taxable profit for the year. Taxable profit differs from total comprehersive income because
It exciudes fems of Income or expense that are taxable or deductble in other periods  Cuirent tax assets and
ilabilities are measured using tax rates that have been enacted or substantively enacted by the reporting period

Deferred tax rs recagmised In respect of ali timing differences that have oniginated but not reversed at the balance
sheet date where transactions ar events have ocourred at that date that will result in an obligation to pay more
tax, or a nght to pay less tax, or a nght to regewve repayments of tax

Deferred tax assets are recognised only to the extent that the directors consider it mare likely than not that there
will be suitabte taxable profits from which the future reversal of the underlying timing differences can be deducted
Deferred tax 18 measured on a non-discounted basis at the average tax rates that are expected to apply in the
perods In which timing differences reverse, based on tax rates and laws enacted or substantively enacted at the
balance sheet date.

Provisions

Provisions are recognised when the company has a legai or constructive present cbligation as a result of a past
event, Itis probable that the company wifl be required to settle that obligation and a reliable estimate can be made
of the amount of the nbligation.

The armount recoghised as a provision is the best estimate of the consideration required to settle the present
obligation at the reporting end date, taking into account the nsks and uncertainties surrounding the obligation.

Employee benefits

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

The cost of any unused holiday entitiement 1s recognised in the period In which the employee's services ara
received

Termination benefits are recognised immediately as an expense when the company 1s demonstrably committed
to terminate the employment of an employee or to provide terminatian benefits

Leases

Rentals payable under operating leases, including any lease incentives received are charged to an expense on
a straight ine basis over the term of the relevant lease

14



FASTENAL EUROPE LTD
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

1. Accounting policies (Continued)

Foreign exchange

Transactions denominated In fareign currencies are recorded at the rates of exchange ruling at the dates of the
transactions, or at an average rate for the periad If the rates do not fluctuate significantly. Manetary assets and
habilittes are translated at year end exchange rates or, where appropriate, at rates of exchange fixed under the
terms of the relevant transaction The resuiting exchange rate differences are charged to profit or loss account.

Reduced disclosures

in accordance with FRS102, the company has taken advantage of the exemptions from the followtng disclosure
requirements

* Section 7 ‘Statement of Cash Flows’ — Presentation of a Statement of Cash Flows and related notes and
disclosures,

+ Section 11 'Basic Financial Instruments’ and Section 12 'Other Financial Instrument issues’ — Carrying
amaounts, interest incomefexpense and net gains/losses for each category of financial instrument, basis
of determining fair values; details of coliateral, loan defaults or breaches, details of hedges, hedging fair
value changes recognised in profit or loss and in other comprehensive ncome.

+ Section 33 ‘Related Party Disclosures’ — Key management personnel compensation,

2. Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to reascnable under the circumstances,

Management make estimates and assumptions concerning the future The resulting accounting estmates and
assumptions will, by defimition, seldom equal the related actual results. The estimates and assumptions that have
a significant ngk of causing matenal adjustment to the carrying amounts of assets and habibtias within the next
financial year include the accounting for income taxes and related reserves, stock obsolescence and related results
and inventory costacceruals. While actual results may differ from those estimates and agssumptions thatmanagement
believes are reasonabile under the circumstances, they do not believe that actual results will be materially different

During the year the company acquired the trade and assets of Spensall Precision Engineenng Limited. On
acquisition, the directors have made cnlical judgements 1n determining the fair value of the assets acquired. The
resulting determination of management regarding the acquired assets and their related book and fair values are
described in Note 10

3. Turnover and other revenue

Turnever geherated by the company reiates wholly to its principal activity

Turnover analysed by geographical market:

2018 2017

€ £

UK 13,790,268 10,823,786
Overseas 2,423,226 2,243,864
16,213,494 13,067,650

15



FASTENAL EUROPE LTD

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2018

4, Operating profit

Operating profit for the year 1s stated after charging

Exchange losses

Fees payable to the company's auditors for the audit of the company's

financial statements

Depreciation of owned tangible fixed assets
Cost of stocks recegnised as an expanse
Operating lease charges

5, Employees

2018
£

124 673

19 500
422,409
8,761 650
511,476

2017
£

(6,325)

15,000
202,890
7,748,588
342,087

The average manthly number of persons (including directors) employed by the company during the year was

Sales
Manufactuning
Other

Their aggregate remuneration compnsed

Wages and safaries
Sccial security costs

6. Directors' remuneration

2018 2017
Number Number
63 g2
42 4]

13
118 58
2018 2017
£ £
3,065,071 2,007,374
442 189 270,138
3,507,260 2,277,612

The directors did not receve any remuneration in respect of services provided to this company as their duties

are considered incidental to their mamn dutes for other Fastenal companies

16



FASTENAL EUROPE LTD
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2018

7. Interest receivahle and similar income
2018 2017
£ £
Interest income
Interast an bank deposits 3,955 265
Investment Income includes the foliowing
Interesi on financial assets not measured at fair value through profit 3,955 265
ar loss
8. Taxation
2018 2017
£ £
Current Tax
UK corporation tax 63,801 146,488
Adjustments in respect of prior periods (33,415) 4,253
Total current tax 30,386 153,751
Deferred Tax
Onginaticn and reversat of timing differences 29,736 {(7,696)
Adjustments In respect of prior pariods 30,065 (566}
Total Deferred tax 59,801 {8,262}
Total tax on profit on ordinary activities 90,187 145,485

Dunng the prior year, the Finance {(No 2) Act 2015 was enacted so as to reduce the corporation tax rate to 18%
for the financial year 2020, The Finance Bill 2017 reduces the rate by a further 1% for that year te 17%,

The defarreq tax assets and liabihhes reflect these rates

The chargef{credit) for the year can be reconciied to the profit per the income slatement as follows

2018 2017
£ £
Profit before taxation 684,782 731.484
Expected tax charge based on the standard rate of corparation tax in the
UK of 19 25% (2017 20 00%) 130,105 140,788
Other differences . (33,070) —
Adjustments to tax charge in respect of previous periods (3,350) 3687
Movement in the rate of deferred taxation (3,498) 1,016
Tax expense for the year 90,187 145,489
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9, Tangible fixed assots

Cost

At 1 January 2018

Additions

Acqutsitions through business combinations
Transfers

Dispesals

At 31 December 2018

Depreciation

At 1 January 2018
Charge for the year
Dispesal depreciation
At 31 December 2018

Net Book Value
At 31 December 2018

At 31 December 2017
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Assets Plant and
Under machinery,
Construction etc. Total
£ £ £
157,936 1,795913 1,953,849
— 634,655 634,659
— 1,170,215 1,170,215
(157,938) 157,936 —
— (12,210} {12,210)
— 3,746,513 3746,513
— 542,179 542,179
— 422 409 422,409
— (9,210% {9.210)
— 856 378 g55 378
— 2791135 2,791,138
157,938 1,253,734 1,411 670
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10. Acquisitions

Business Combinations

On 16 July 2018, Fastenal Europe Ltd acquired trade and assets from Spensall Precision Engineenng Lid. The
business acquired is 2 manufacturer operating in the UK. The cast of the acquisition compnised cash cansideration
of £2,599,405 There has been no goodwill ansing from the acquisition At 16 July 2018 (the ‘acquisition date'),
the assets acquired and habilites assumed were recognised at their fair values to the Campany as set cut below:

Book and fair
vaiue at date of
acquisition

£'000

Tangible fixed assets 1,169,112
Stock 862,859
Debtors 587,434
Total Assets 2,598,405
Net Assets 2,589 405
Goodwill —
Total consideration 2,599,405

Satisfied by
Cash 2,589,405
11. Stock

2018 2017

£ £

Finished goods and goods for resale 6,664,507 5,177 757

12, Deabtors

2018 2017

Amounts falling due within one year: £ £
Trade debtors 4,449 323 3,946,633
Amounts due from fellow group undertakings 946, 099 1,216,497
QOther debtars 344,010 95,112
Corporation tax receivable 12,549 —
5751.081 5,183,130
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13.

14.

15.

Creditors: amounts falling due within one year

2018 2017

£ £
Trade creditors 858,993 331,727
Amaounts due to group undertakings 1,015,345 5 297 184
Other taxation and social secunty 233,396 261.622
Other creditors 347,800 502,891
Cotporation tax payable — 133,708
2,455 334 6,527,132

Creditors: amounts falling due after more than one year

2018 2017

£ £

Long term joan owed to ulimate parent company 9973,226 5,383,547

Long term loans accrue interest at 2 87%-4 65% per annum and are repayable betwean 14 December 2026

and 15 July 2027

Financial instruments

2018 2017
£ £
Carrying amount of financial assets
Debt instruments measured at amortised cost 5.395,422 5,163,130
Carrying amount of financial liabilities
Measured at amortised cost 12,350,179 11,495,307
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186. Provisions for liabilities

Balance as at 1 January 2018
Debit to profit or loss

Balance as at 31 December 2018

Deferred tax
liability

£

80,638

59 801

140,439

Deferred tax assets and liabilities are offset where the company has a legally enforceable right te do so, The
following I1s the analysis of the deferred tax balances (after offset) for financial reporting purposes

Asset/ Asset!
{Llability) (Liability)
2018 2017
Balances: £ £
Accelerated Capital Allowances {140,438) (B0,837)
Tax {osses — —
_(140,439) (80,637)
Deferred tax liabilities are expected to be realised in the next financial year.
17. Share capital
2018 2017
£ £
Crdinary Share Capital
Issued and fufly paid
275,001 Ordinary shares of £1 each 275,001 275,000

Duning the year, 1 Ordinary share with a nominal value of £1 was issued for cash consideration of £3,800,000.

The company's Ordinary shares carry the right to receive dividends and carry voling nghts at one vote per

share.
18. Reserves

Reserves of the company represent the following

Share premium

The share premium account represents considgeration received for the shares issued above therr nominal value

net of transaction costs
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Profit and loss reserves

Cumulative profit and loss net of distributian to owners.

18. Operating lease commitments

Lessee

At the reporting end date the campany had outstanding commitments for future minimum lease payments under
non-cancellable operating leases which fall due as follows'

2018 2017

£ £

Within one year 159,845 85,548
Between two and five years 220,650 82,117
380,595 167,668

20. Controlling party

The directors regard Fastenal Netherlands Heldings Company, a company raqistered in the Netherlands, to be
the immedhate parent undertaking

The directors also regard Fastenal Company, a company registered in the United States of America, as the ultimate
parent company and the largest and smallest group for which conseiidated financial statements, which inciude
Fastenal Europe Ltd, are prepared

A copy of the consolidated financial statements of Fastenat Company can be cbtained from the company’s
registered office at 2001 Theurer Boulevard, Winona, Minnesota 55887, USA

The directors consider there to be no ultimate controlling party
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