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Financial statements for the year ended 31 December 2009

Report of the directors

The directors present their report together with the financial statements for the year ended
31 December 2009

Principal activities

The company's principal activity 1s the wholesale distribution of domestic heating and plumbing
appliances and supplies

Business review

The Company's sirategy continues to be to open new branches selecuvely in the region by opening
four new start up sites at Lymungton on 2 January 2009, at Poole on 5% May, at Chnistchurch on 18
May and at Ashford on 29% December This brings the number of outlets to 26

Thete was a profit for the year after taxaton amounting to £826,202 (2008 - £1,126,092) The
directors recommend dividends absorbing £119,364

Financial risk management objectives and policies

Growth 1 turnover 1s a key measure of the company's success in winning new business and retaining
existing customers The growth in turnover between 2008 and 2009 was 7 9% The securing of new
business 1s a critical area 1f the business 1s to contnue to grow The number of live trading accounts
mncreased from 1,637 in December 2008 to 1,889 in December 2009

The company uses various financial instruments mcluding cash, trade debtors, bank overdraft and
trade creditors that anise directly from the company's operatons

The existence of these financial nstruments exposes the company to a number of financial nisks,
which are described in more detail below

The mamn risks ansing from the company's financial instruments are hiquidity risk, interest rate risk and
credit sk The directors review and agree policies for managing each of these risks and they are
summartsed below

Liqudity nsk
The company seeks to manage finance risk by ensuring sufficient hquidity 1s available to meet
foreseeable needs

Interest rate nsk
The company finances its operations through a mixture of retamned profits and cash balances Cash 1s
managed to maximise mcome from mterest while avoiding inherent risk

Credit nsk
The company's principal financial assets are stock, cash and trade debtors

In order to manage credit risk the directors set limits for customers based on payment history and
third party credit references  Credit Limuts are reviewed by the credit controller and sales director on a
regular basss in conjuncuon with debt ageing and collecuon hustory
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Key performance indicators

Financial
The company measures its financial performance using the following measures

. Operating profit of £1,182k 1s stated after bad debt charges of £346k ytelding a return to
turnover of 3 5% {2008 - 5 2%)

- Debtor days remain constant at 43 for both 2008 and 2009

. Stock days increased from 56 to 62

Both stock and debtor days have remained consistent and are within the acceptable range set by the
company

Directors
The present membership of the Board 1s set out below  All directors served throughout the year

R Walker

A Curneen

P Wilson

A Meadows
R Swindale

Statement of directors’ responsibilities

The directors are responsible for preparing the Report of the Directors and the financial statements 1n
accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law
the directors have elected to prepare financial statements in accordance with United Kingdom Accounting
Standards (Unuted Kingdom Generally Accepted Accounting Practice)  The financial statements are
required by law to 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 pertod The financial statements are required by law to give a true and fair view
of the state of affairs of the company and of the profit or loss of the group for that penod In preparing
these financial statements, the directors are required to

® select suitable accounting policies and then apply them consistently

* make judgments and estimates that are reasonable and prudent

e state whether applicable UK Accounung Standards have been followed, subject to any material
departures disclosed and explamed 1n the financial statements

® prepare the financal statements on the going concern basis unless 1t 1s inappropaate to presume that
the company will continue in bustness

The directors are responsible for keeping adequate accounung records that disclose with reasonable
accuracy at any ume the financial positon of the company and enable them to ensure that the financial
statements comply with the Companies Act 2006 They are also responsible for safeguarding the assets of
the company and hence for taking reasonable steps for the preventon and detection of fraud and other
irregularities
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Statement of directors’ responsibilities (continued)

In so far as each of the directors are aware

e there 15 no relevant audit information of which the company's auditor 1s unaware, and

¢ the directors have taken all steps that they ought to have taken to make themselves aware of any
relevant audit information and to establish that the auditor 1s aware of that information

I'he directors are responsible for the mantenance and mtegrity of the corporate and financial
information included on the company's website Legislaton in the Umited Kingdom governing the
preparation and dissemination of financial statements may differ from legislauon in other junsdictions

Auditor
Grant Thornton UK 1LP, having expressed their willingness to continue tn office, will be deemed
reappotnted for the next financial year 1n accordance with sectton 487(2) of the Compantes Act 2006

unless the company recerves notice under section 488(1) of the Companies Act 20006

FEHALF OF THE BOARD

R Sswindale
Director
1 March 2010
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Independent auditor's report to the members of

Heating Plumbing Supplies Limited
(registered number 04171695)

We have audited the financial statements of company name for the year ended 31 December 2009 which
comprise the principal accountung pohicies, profit and loss account, balance sheet, cash flow statement,
and the related notes The financial reportung framework that has been applied in their preparation 1s
applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted
Accountmg Practice)

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

Respective responsibilities of directors and auditor

As explamed more fully i1 the Directors' Responsibihties Statement set out on pages 4 and 5, the directors
are responstble for the preparation of the financial statements and for being sausfied that they give a true
and fawr view Our responsibility 1s to audit the financial statements i accordance with applicable law and
International Standards on Audiing (UK and Ireland) Those standards require us to comply with the
Auditing Practices Board's (APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements 1s provided on the APB's website at
www fre org uk/apb/scope/UKNP

Opinion on financial statements
In our opmon the financial statements

e give a true and fair view of the state of the company's affairs as at 31 December 2009 and of 1ts profit
for the year then ended,

® have been propetly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, and

® have been prepared 1n accordance with the requirements of the Companies Act 2006
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Independent auditor's report to the members of

Heating Plumbing Supplies Limited
(regastered number 04171695)

Opinion on other matter prescribhed by the Companies Act 2006

In our opinion the information given in the Directors' Report for the financial year for which the financial
statements are prepared 15 consistent with the financial statements

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 if, 1n our opinion

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

¢ the financial statements are not in agreement with the accounting records and returns, or
® certain disclosutes of directors’ remunerauon specified by law are not made, or
¢ we have not recewved all the nformation and explanations we require for our audit

C}‘Pw Ml P

Steve Robinson

Sentor Statutory Auditor

for and on behalf of Grant Thornton UK LLP
Statutory Auditor, Chartered Accountants
Kettering

1 March 2010
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Principal accounting policies

Basis of preparation

The financial statements have been prepared 1n accordance with applicable United Kingdom
accounung standards and under the historical cost convention

The pancipal accounting policies of the group are set out below The policies have remained
unchanged from the previous year

Turnover

Tutnover 15 the tevenue arsing from the sales of goods It s stated at the fawr value of the
constderation receivable, net of value added tax, rebates and discounts

Revenue from the sale of goods 1s recognised when the significant risks and benefits of ownership of
the product have transferred to the buyer, which may be upon shipment, compleuon of the product or
the product being ready for delivery, based on specific contract terms

Tangible fixed assets and depreciation

Tangible fixed assets are stated at cost, net of depreciation and any provision for impairment

Depreciation 1s calculated to write down the cost less estumated residual value of all tangible fixed
assets by equal annual instalments over their esumated useful cconomic hves  The rates generally
applicable are

Computer equipment 33 /3%
Racking 10%
Premises improvements 10%
Telecommunications 20%
Investments

Investments are included at cost less amounts written off
The company as lessee

Operating lease agreements

Leases where substannally all of the risks and rewards of ownership are not transferred to the company
are treated as operating leases  Rentals under operating leases are charged against profits on a straight-
line basis over the pertod of the lease

Operating lease incenuves are recognused, on a straight-line basts, as a reducnon of the rental expense
over the shorter of the lease term and the pentod to the first rent review where market rentals will be
payable
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Stocks

Stocks are stated at the lower of cost and net realisable value, after provistons are made 1n respect of
obsolete and slow moving 1tems, based on historical experience of utidisation on a category-by-category
basis

Cost of raw matertals, consumables and goods for resale 1s based on purchased cost on a first-n, first-
out basts

Cost of work mn progress and finished goods 1s based on the cost of direct materals and labour plus
attributable overheads based on normal level of activity, on a first-in, first-out basis

Net realisable value 1s the esumated selling price less all further costs to complete and all costs to be
incurred in marketing, seling and distnbution

Current tax

The cutrent tax charge 1s based on the profit for the year and 1s measured at the amounts expected to
be paid based on the tax rates and laws substantively enacied by the balance sheet date  Current and
deferred tax 1s recognised 1n the profit and loss account for the pertod except to the extent that it 1s
attributable to a gain or loss that 1s or has been recognised directly 1n the statement of total recognised
gans and losses

Deferred tax

Defetred tax s recognised on all nmung differences where the transactions or events that give the
company an obligation to pay more tax 1 the future, or a night to pay less tax in the future, have
occurred by the balance sheet date Deferred tax assets are recognised when 1t 1s more likely than not
that they will be recovered Deferred tax 1s measured using rates of tax that have been enacted or
substantively enacted by the balance sheet date

Retirement benefits

Defined contribution pension scheme

The pension costs charged against operating profits are the contrnibutions payable to the scheme 1n
tespect of the accountung period The company accounts for 1ts contributions to the company pension
scheme as a defined contribution scheme

Financial instruments

Financial biabilites and equity instruments are classified according to the substance of the contractual
arrangements entered into

A financial liability exists where there 1s a contractual obligation to deliver cash or another financial
assel to another entty, or to exchange financial assets or financial habihities under potentially
unfavourable condittons In addition, contracts which result in the entity delivering a varable number
of 1ts own equity instruments are financial labilises Shares containing such obligations are classified
as financial habahues

Finance costs and gains or losses relating to financial babihities are included in the profit and loss
account The carrying amount of the hiability 15 increased by the finance cost and reduced by payments
made 1n respect of that hability Finance costs are calculated so as to produce a constant rate of charge
on the outstanding hability

An equity instrument 1s any contract that evidences a residual interest in the assets of the company
after deducting all of 1ts habthites Dividends and distributions relating to equity instruments are
debited directly to reserves
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Profit and loss account

10

Note 2009 2008

L £

Turnover 1 33,323,750 30,880,558
Cost of sales (24,666,334)  (22,675,531)
Gross profit 8,657,416 8,205,027
Other operating charges 2 (7,475,437) (6,599,645)
Operating profit 1,181,979 1,605,382
Net interest 3 3,064 (4,050)
Profit on ordinary activities before taxation 1 1,185,043 1,601,332
Tax on profit on ordinary activities 5 (358,841) (475,240)
Profit for the financial year l 16 826,202 1,126,092

All of the activities of the company in the current year are classed as continuing

The company has no recognised gains or losses other than the profits for the year as set out above

The accompanying accounting policies and notes form part of these financial statements.
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Balance sheet

Note 2009 2008
£ £ £ £
Fixed assets
Tangible assets 7 1,275,601 1,109,544
Investments 8 2,550 2,550
1,278,151 1,112,094
Current assets
Stocks 9 4,198,044 3,496,612
Debtors i0 4,807,624 4,648 960
Cash at bank and 1n hand 1,792,236 1,400,539
10,797,904 9,546,111
Creditors: amounts falhing due
within one year 11 (5,079,775) (4,368,540)
Net current assets 5,718,129 5,177,565
Total assets less current hiabilities 6,996,280 6,289,659
Provisions for liabiities and charges 12 (30,341) (30,558)
Net assets 6,965,939 6,259,101
Capital and reserves
Called up share capital 14 1,492,050 1,492,050
Share premium account 15 3,250 3,250
Profit and loss account 15 5,470,639 4,763,801
Shareholders' funds 16 6,965,939 6,259,101

These financtal statements were approved and authotised for 1ssue by the directors on 1 March 2010 and
ed on their behalf by

R Swindale
Durector

The accompanying accounting policies and notes form part of these financial statements
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Cash flow statement

Note
Net cash inflow from operating activities 18

Returns on investments and servicing of finance
Interest paid

Interest recetved
Net cash inflow/(outflow) from returns on
mvestments and servicing of finance

Taxation

Capnal expenditure and financial investment

Purchase of tangible fixed assets
Net cash outflow from capital
expenditure and financial investment

Acquisitions and disposals

Purchase of investments
Net cash outflow from acquisitions

and disposals

Equity dividends paid

Increase 1n cash 19

12

2009 2008

£ £
1,108,282 1,509,297
- (4,050)

3,064 _
3,064 (4,050)
(200,733) (475,602
(399,552)  (463,892)
(399,552)  (463,892)
- (1,300)

- (1,300)
(119,364) (119,364
391,697 445,089

The accompanying accounting policies and notes form part of these financial statements.
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Notes to the financial statements

Turnover and profit on ordinary activities before taxation

The rurnover and profit on ordinary actvities before taxation are attributable to the wholesale
distriburton of domestic and plumbing apphances and supplies

'The profit on ordinary activities before taxation 1s stated after

2009
£

Audttot's temuneration
- audit 15,500
- non-audit 3,375

Depreciation

Tangible fixed assets, owned 233,495
Other operatng lease rentals 746,994

Profit on disposal of mvestment -

13

2008

14,475
3,300

165,179
571,988

Liabihty Limitation Agreement with the auditor

The company has entered into a hability iimutation agreement with Grant Thomton UK LLP, the

statutory auditor, 1n respect of the statutory audit for the year ended 31 December 2009 The

proportionate liability agreement follows the standard terms in Appendix B to the Financial Reporting
Councl's June 2008 Guidance on Auditor Liability Agreements, and was approved by 1ts shareholders

at 1ts Annual General Meetng

Other operating charges

2009 2008
£ £
Dustribution costs 6,766,689 5,758,153
Administration expenses 1,016,101 1,103,732
Other operating tncome (307,353) (262,240)
1,475,437 6,599,645

Net interest
2009 2008
£ £
Bank imterest recervable (3,064) -
Bank interest payable - 4,050
(3,064) 4,050
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Directors and employees

Staff costs during the year were as follows

Wages and salartes
Social security costs

Other penston costs

The average number of employees of the company duning the year was

Sales and disttibution
Administration

Remuneration in respect of directors was as follows

Emoluments
Pension contributions to money purchase penston schemes

During the year 4 directors (2008 - 4 directors) partictpated 1n money purchase pension schemes

The amounts set out above include remuneration 1n respect of the highest paid director as follows

Emoluments
Penston contributions to money purchase pension schemes

14
2009 2008
£ £
4,458,884 3,881,606
474,348 427,149
144,591 124,532
5,077,823 4,433,287
2009 2008
Number Number
118 10
9 8
127 109
2009 2008
£ L
601,994 558,101
42,673 41,430
644,667 599,531
2009 2008
£ L
143,574 132,336
10,846 10,530
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Tax on profit on ordinary activities

The tax charge represents

Corporatton tax at 28% (2009 - 28 5%} and total current tax
Adjust tax charge 1n report of previous year

Total current tax

Ongination and reversal of aming differences
Accelerated capital allowances

Total deferred tax

Tax on profit on ordinary activities

Factors affecung the tax charge for the year

15

2009 2008

£ L
356,585 477,750
2,473 246
359,058 477,996
(21,101) (16,431}
20,884 13,675
(217) (2,756)
358,841 475,240

The tax assessed for the year is different to the standard rate of corporation tax m the UK of 28%

(2008 - 28 5%) The differences are explamed as follows

Profit on ordinary acuvities before tax

Profit on ordinary actuvittes muluphed by the standard rate of
corporation tax mn the UK of 28% (2008 - 28 5%)

Effect of

Expenses not deductible for tax purposes

Capital allowances for the pertod in arrears of depreciation
Other uming differences

Marginal relief

Adjustments to tax charge in report of the prior year

Current tax charge for the year

Dividend

Dividend on shares classed as equity
Accrued at the year end

Ordinary shares - proposed final dividend of 8p per share (2008 - 8p)

2009 2008

£ £
1,185,043 1,601,332
331,812 456,333
30,723 20,873
(23,320) (19,169)
21,100 19,713
(3,730) -
2,473 246
359,058 477,996
2009 2008

£ £
119,364 119,364
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Tangible fixed assets

Cost
At 1 January 2009
Additions

At 31 December 2009

Depreciauon
At 1 January 2009

Provided in the year

At 31 December 2009

Net book amount at 31 December 2009

Net book amount at 31 December 2008

Fixed asset investments

Cost and net book amount at 31 December 2009 and 31 December 2008

Stocks

Fushed goods and goods for resale

16

Office
Equipment
Fixtures
and fittings

£

1,947,264
399,552

2,346,816
837,720
233,495

1,071,215

1,275,601

1,109,544

Other
Investments

£

2,550

2009 2008
£ £

4,198,044 3,496,612
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Debtors

Trade debtors
Prepayments and accrued income

Creditors: amounts falling due within one year

Trade creditors

Corporation tax

Other taxation and social security
Accruals and deferred income

Dividend payable

Provisions for liabilities and charges

At 1 January 2009
Movement during year

At 31 December 2009

17

2009 2008
£ £
4,468,740 4,251,367
338,884 397,593
4,807,624 4,648,960
2009 2008
£ £
3,569,014 2,924,430
356,584 198,259
595,601 567,726
438,612 558,761
119,364 119,364
5,079,775 4 368,546
Deferred
Taxation

(Note 13)
£
30,558

217)

30,341
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Deferred taxation

Deferred taxatton provided for in the financial statetnents 1s set out below

2009 2008
£ L
Accelerated capital allowances 111,914 91,030
Other aming differences (81,573) (60,472)
30,341 30,558

Share capital
2009 2008
£ £

Authorised

Ordinary shares of £1 each 1,840,000 1,840,000
'A' ordinary shares of £1 each 50,000 50,000
'B' ordnary shares of £1 each 50,000 50,000
'C' ordinary shares of £1 each 50,000 50,000
'D' ordinary shares of £1 cach 10,000 10,000

2,000,000 2,000,000

Allotted, called up and fully paid

Ordinary shares of £1 each 1,332,050 1,332,050
‘A’ ordinary shares of £1 each 50,000 50,000
‘B’ ordinary shares of £1 each 50,000 50,000
'C' ordinary shares of £1 each 50,000 50,000
‘D' ordinary shares of £1 each 10,000 10,000

1,492,050 1,492,050

Share nghts

All of the shares carry equal rights except 1n certain citcumstances connected with a share sale or
Lisung of the company, the 'A", "B, 'C' and 'D' ordinary shareholders could be allocated consideration
based on the achievement of profit targets before consideration 1s allocated to the ordinary
shareholders

Conungent nghts to the allotment of shares

The company has granted options to employees in respect of 240,000 £1 ordinary shares at [1 per
share, exercisable on the vesting conditions being met  The options vest subject to the achievement of
certamn profit targets At the year end the number of opuons that had vested and remained
unexercised was 154,000 (2008 - 154,000)
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Share premium account and reserves

At 1 January 2009
Profit for the financial year

Equity dividends

At 31 December 2009

Reconciliation of movements in shareholders’ funds

Profit for the financial year
Duvidends

Net increase in shareholders' funds
Shareholders’ funds at 1 January 2009

Shareholders' funds at 31 December 2009

Net cash inflow from operating activities

Operaung profit

Depreciation

Increase i stock
(Increase)/decreasc in debtors

Increase in creditors

Net cash inflow from operatung activities

19

Share Profit
Premium and loss
Account account
£ £
3,250 4,763,801
- 826,202

- (119,364)
3,250 5,470,639
2009 2008
£ £
826,202 1,126,092

(119,364) {119,364)
706,838 1,006,728
6,259,101 5,252,373
6,965,939 6,259,101
2009 2008
£ L
1,181,979 1,605,382
233,495 165,179

(701,432) (526,300)
(158,664) 180,988
552,904 84,048
1,108,282 1,509,297
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Reconciliation of net cash flow to movement in net funds

Increase 1n cash 1n the year and change i net funds
resulting from cash flows

Net funds at 1 January 2009

Net funds at 31 December 2009

Analysis of changes in net funds

Cash at bank and 1n hand

At

1 January
2009

£

1,400,539

20

2009 2008
£ £
391,697 445,089
1,400,539 955,450
1,792,236 1,400,539
At

31 December
Cash flow 2009
L £
391,697 1,792,236

Capital commitments

The company had no capital commitments at 31 December 2009 or 31 December 2008

Contingent liabilities

There were no contingent habilittes at 31 December 2009 or 31 December 2008

Retirement benefits

Defined Contribution Pension Scheme

'The company operates a defined contribution pension scheme for the benefit of the employees The
assets of the scheme are administered by trustees in a fund mdependent from those of the company

Leasing commitments

Operating lease payments amounting to £806,784 (2008 - £683,249) are due within one year The

leases to which these amounts relate expire as follows

2009 2008

Land and Land and
Buildings Other Buildings Other
£ £ £ £
Less than one year 16,665 12,572 - 59,100
Between one and five years 235,752 154,059 190,042 76,758
In five years or more 387,736 - 350,749 -
640,153 166,631 547,391 135,858




