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Directors' report for the year ended 31 July 2007

The directors present their report and the audited financial statements of the Company for the year
ended 31 July 2007

Principal activities and business review

The Company 1s a wholly owned subsidiary of Wolseley plc and operates within the Wolseley
Group's general corporate division

The Group's principal business activities are the distribution of heating and plumbing products to the
professional market and the supply of bullding matenals through 28 countnies The pnncipal activity
of the Company s that of a sourcing company, leveraging the Group’s purchasing power across its
European operations There have been no significant changes m the Company’s principal activity in
the year under review The directors do not intend, at the date of this report, that there wiil be any
major changes In the Company’s activities in the next year

Durning the penod the Company entered into further new agreements with more of its European
suppliers which resulted in an increase in the amount of rebates collected and allocated to Wolseley
Group operating companies In addition the Company continued its product sourcing operations
during the year, purchasing products from international suppliers and selling them on to Wolseley
Group operating compantes The level of product sourcing 1S expected to increase further in future
periods

Detalls of amounts due from and to the Company's parent company and other Group undertakings
are shown n notes 7 and 8 on pages 11 and 12 There have been no significant events since the
balance sheet date

The Wolseley Group manages its operations on a segmental basis For this reason, the Company's
directors belleve that further key performance indicators for the Company are not necessary or
appropnate for an understanding of the development, performance or position of the business The
performance of the general corporate division of Wolseley ple, which includes the Company, 1s
discussed in the Group's Annual Report which does not form part of this report

Principal nsks and uncertainties

The Company does not operate external to the Group and therefore its financial nsks are governed
by the Group policies and procedures The Group I1s exposed to market risks arsing from its
international operations The Group has well defined and consistently applied policies for the
management of foreign exchange and interest rate exposures There has been no change since the
year end in the major financial nsks faced by the Group Wolseley Europe's products are distnbuted
solely to fellow subsidiaries within the Group and the Company’s results are consequently dependent
on the levels of activity in the respective markets and competitive positions of its fellow subsidianes
The market price and the availability of the products distnbuted by the Company, such as steel,
copper and plastic can fluctuate These fluctuations can affect the operating results

The Company's growth strategy i1s principally dependent on consolidating demand from its fellow
subsidiaries within the plumbing and heating, buillding matenals and complementary distnbution
business While the Company 1s not engaged in a “regulated” industry, its operations are affected by
vanous statutes, regulations and laws in the countnes and markets i which 1t operates The
Company monitors regulation across its markets to ensure that the effects of changes are minimised

Group nisks are discussed in depth in the Group’s Annual Report which does not form part of this
report
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Directors' report for the year ended 31 July 2007 (continued)
Health, safety and environment

The Group recognises the importance of its environmental responsibilities A key dnver of the
Wolseley Group's success has been the high degree of autonomy which has been afforded to local
managements, allowing them to serve local markets in the most appropnate manner Within this
decentralised structure, the Board has set down a number of health, safety and environment
pnnciples with which all businesses are required to comply The pnnciples relating to environment
cover the integration of environmental management into business operations, a commitment to the
adoption and achievement of best practice wherever this 15 practicable, a commitment to prevent
pollution, compliance with local environmental legislation, the adoption where practicable of local
formal environmental management systems, a commitment to strive for continual improvement, and
a commitment to ensure proper communication with employees on environmental matters

The Company operates in accordance with Group polictes which are descnbed in the Group’s
Annual Report which does not form part of this report

Results and dividends

The results for the Company for the year ended 31 July 2007 are set out in the profit and loss
account on page 7

Dunng the year no dividends were paid or proposed (2006 £nil) The loss of £584,000 (2006 Profit
of £109,000) has been transferred from reserves

Going Concern

The Company has net current habilities due to amounts due to fellow Group undertakings The
Directors have received confirmation from a subsidiary undertaking that it will provide financial
support as and when required Accordingly, the Directors believe that 1s appropnate for these
accounts to be prepared on a going concern basis

Post balance sheet events

Other than the resignation and appointment of directors outhined below, there are no significant post
balance sheet events

Directors

The directors of the Company during the year ended 31 July 2007 and subsequently were

R J Coates (resigned 11 October 2006)

D M Kirby (appointed 3 January 2007)

R M Marchbank

A M Michaels {resigned 31 December 2006)

R | Shoylekov {appointed @ November 2007)

C P Watters {appointed 31 May 2007, resigned 9 November 2007)
M J White (appointed 8 December 2006, resigned 31 May 2007)
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Directors' report for the year ended 31 July 2007 (continued)

Statement of directors’ responsibilities in respect of the Annual report and the financial
statements

The directors are responsible for prepanng the Annual report and the financial statements In
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 the financial statements in accordance with United
Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting Standards and
applicable law) The financial statements are required by law to give a true and farr view of the state
of affairs of the Company and of the profit or loss of the Company for that penod

In preparing those 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 applicable UK Accounting Standards have been followed, subject to any
matenial departures disclosed and explained in the financial statements,

« prepare the financial statements on the going concern basis untess It I1s inappropnate to
presume that the Company will continue In business, in which case there should be
supporting assumptions or qualfications as necessary

The directors confirm that they have comphed with the above requirements in preparing the financial
statements

The directors are responsible for keeping proper accounting records that 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 1985 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 irregulanties

Auditors and disclosure of information to auditors

So far as the direclors are aware, there 1s no relevant audit information of which the Company's
auditors are unaware The directors have taken all the steps that they ought to have taken as
directors in order to make themselves aware of any relevant audit information and to establish that
the Company’s auditors are aware of that information

The auditors, PricewaterhouseCoopers LLP, are willing to continue in office

By Order of the Board
D= >
Ahson Drew

Secretary
2 Oecomiscey 2SS




Independent auditors’ report to the members of Wolseley Europe Limited

We have audited the financial statements of Wolseley Europe Limited for the year ended 31 July
2007 which comprise the profit and loss account, the balance sheet and the related notes These
financial statements have been prepared under the accounting policies set out therein

Respective responsibihties of directors and auditors

The directors’ responsibilities for prepanng the financial statements in accordance with applicable
law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting
Practice) are set out in the Statement of Directors' Responsibilities

Qur responsibiity 15 to audit the financial statements in accordance with the relevant legal and
regulatory requirements and International Standards on Auditing (UK and Ireland) This report,
including the opinion, has been prepared for and only for the Company's members as a body n
accordance with Section 235 of the Compames Act 1985 and for no other purpose We do not, in
giving this opinion, accept or assume responsibility for any other purpose or to any other person to
whom this report 1s shown or into whose hands it may come save where expressly agreed by our
prior consent in writing

We report to you our opinion as to whether the financial statements give a true and far view and are
properly prepared in accordance with the Companies Act 1385 We also report to you whether in our
opinion the information given in the Directors' Report 1s consistent with the financial statements

In addition we report to you if, in our opinion, the Company has not kept proper accounting records, If
we have not received all the information and explanaticns we require for our audit, or if information
specified by law regarding directors’ remuneration and other transactions 1s not disclosed

We read the Directors’ Report and consider the implications for our report if we become aware of any
apparent misstatements within it

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland)
issued by the Auditing Practices Board An audit includes examination, on a test basis, of evidence
relevant to the amounts and disclosures in the financial statements It also includes an assessment
of the significant estimates and judgments made by the directors in the preparation of the financial
statements, and of whether the accounting policies are appropriate to the Company’s circumstances,
consistently applied and adequately disclosed

We planned and performed our audt so as to obtamn all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance
that the financial statements are free from matenal misstatement, whether caused by fraud or other
irregulanty or error In forming our opinion we alsc evaluated the overall adequacy of the
presentation of infformation in the financial statements




Independent auditors’ report to the members of Wolseley Europe Limited
{continued)

Opinion

In our opinion

+ the financial statements give a true and fair view, in accordance with Unuted Kingdom
Generally Accepted Accounting Practice, of the state of the Company’s affairs as at 31 July
2007 and of its loss for the year then ended,

s the financial statements have been properly prepared in accordance with the Companies Act
1985, and

s the information given in the Directors’ Report 1s consistent with the financial statements

?n.ia“frr[m(/ogon Ly
PncewaterhouseCoopers LLP

Chartered Accountants and Registered Auditors
London

7 jwj 2008
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Profit and loss account for the year ended 31 July 2007

2007 2006
Notes £'000 £'000
Turnover 2 13,176 6,680
Cost of sales (11,164) (2,683)
Gross profit 2,012 3,997
Administrative expenses {3,132) (3,836)
Operating (loss)/profit 4 {1,120) 161
Bank interest receivable 160 5
Interest receivable from Wolseley plc 126 -
Interest payable to other Group undertakings - (10)
(Loss) / profit on ordinary activities before taxation (834) 156
Tax credit / (charge) on (loss) / profit on ordinary activities 5 250 (47)
{Loss) / profit for the financial year 10 (584) 108

The loss for the financial year relates to continuing activiies and includes all recognised gains and
losses in the year above and therefore no separate statement of total recognised gains and losses

has been presented

There 1s no difference between the loss on ordinary activities before tax and the loss for the financial

year stated above and their histoncal cost equivalents




Balance sheet as at 31 July 2007

Wolseley Europe Limited

Annual report and financial statements
for the year ended 31 July 2007

Notes 2007 2008
£'000 £'000
Current assets
Stock 6 390 199
Debtors 7 17,046 8,920
Cash at bank and in hand 2,110 4,323
19,546 13,442
Creditors. amounts falling due within one year 8 {19,809) {13,121)
Net current (liabilities) / assets (263) 321
Net (habilities) / assets (263) 321
Capital and reserves
Called up share capital 9 - -
Profit and loss reserve 10 (263) 321
Total shareholders’ (deficit) / funds 11 (263) 321

The notes on pages 9 to 13 form part of these financial statements

The financial statements on pages 7 to 13 were approved by the Board onZO MWOO? and

signed an s behalf by

"

R M Marchbank
Director
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Notes to the financial statements for the year ended 31 July 2007

1. Accounting policies

Accounting convention

These financial statements are prepared on the going concern basis, under the historical cost
convention In accordance with the Companies Act 1985 and applcable accounting standards The
principal accounting policies are set out below

Turnover

Turnover 1s comprised of the sale of sourced products to other Group undertakings and rebates
recevable from European supplers

Tumover from the sale of sourced products I1s recognised when the risks and rewards of ownership
of the products have been transferred to the customer, a Wolseley Group undertaking 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

The Company has entered into agreements with certain European suppliers that provide for
inventory purchase rebates on purchases made by the Wolseley Group’s European operating
companies These purchase rebates are accrued as earned and recorded as turnover when the
products to which they relate are sold by the Wolseley Group Turnover 1s shown net of rebates
recewvable centrally by the Company that have or will be allocated to Wolseley Group’s European
operating companies

Stock
Stock 1s stated at the lower of cost and net realisable value
Foreign currencies

Foreign denominated currency balances are translated at the exchange rate ruling at the balance
sheet date with exchange differences ansing taken to the profit and loss account

Cash flow statement

Wolseley plc, the ultimate parent company, has included a cash flow statement in its Group accounts
for the year ended 31 July 2007 Under paragraph 5(a) of Financia! Reporting Standard 1 (Revised
1996}, no cash flow statement 15 therefore required in the accounts of this company

Deferred tax
Deferred tax has been recognised as a liability or asset If transactions have occurred at the Balance
Sheet date that give nse to an obligation to pay more tax in the future or a nght to pay less tax in the

future An asset 1s not recognised to the extent that the transfer of economic benefit in the future 1s
uncertain Deferred tax assets and habilities have not been discounted

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

Accrued iIncome

Accrued income s credited to the profit and loss account over the penod for which the service 1s
provided or to which the incentive relates
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Notes to the financial statements for the year ended 31 July 2007 (continued)

1. Accounting policies (continued)

Going Concern

The Company has net current habilities due to amounts due to fellow Group undertakings The
Directors have recewed confirmation from a subsidiary undertaking that it will prowvide financial

support as and when required Accordingly, the Directors believe that 1s appropnate for these
accounts to be prepared on a geing concern basis

2 Turnover

2007 2006

£'000 £000

Sales of sourced products 12,203 3,067
Rebate income 973 3,613
13,176 6,680

3. Employee information and directors’ remuneration
The company had no employees during the year under review (2006 ntl}

None of the directors received any emcluments in respect of their services to the Company dunng
the year (2006 £nil)

4, Operating (loss)/profit

2007 2006
£'000 £'000
Operating (loss)/profit 1s stated after charging
Administration fee charged by other Group undertakings 3,132 3,790

The administration fee charged to the Company relates to administrative operating costs incurred by
other Group undertakings on behalf of the Company

The audit fee for the year was borne by Wolseley {Group Services) Limited and was not recharged to
the Company

10
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Notes to the financial statements for the year ended 31 July 2007 (continued)

5. Tax (credit))charge on (loss)/profit on ordinary activities

2007 2006
£'000 £000
Tax at UK corporation tax of 30% (2006 30%) {250) 47

There are no significant reconciling tems between the actual and effective tax rate for the year
ended 31 July 2007

There has been a change in the rate of corporation tax from 30% to 28% in the budget of March
2007 which will take effect on 1 Apnl 2008

6. Stock
2007 2006
£'000 £000
Goods purchased for resale 390 199
7. Debtors
2007 2008
£'000 £000
Trade debtors 2,705 2,276
Amounts owed by Wolseley plc 2,037 -
Amounts owed by other Group undertakings 2,860 1,859
Corporation tax 796 545
Other tax and social securty 158 -
Accrued income 8,490 4,240
17,046 8,920

Accrued income relates to rebates receivable from European suppliers

Amounts owed by Wolseley plc are unsecured, have no fixed repayment terms and are interest
bearing at a rate of LIBOR + 0 5% Amounts owed by other Group undertakings are unsecured, have
no fixed repayment terms and do not bear any interest

i1
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Notes to the financial statements for the year ended 31 July 2007 (continued)

8. Creditors — amounts falling due within one year

2007 2006

£'000 £000

Trade creditors 1,843 830
Other tax and social secunty - 194
Amounts owed to Wolseley plc - 725
Amounts owed to other Group undertakings 17,858 11,258
Accruals 108 113
19,809 13,121

Amounts owed to other Group undertakings are unsecured, have no fixed repayment terms and do
not bear any interest

9. Share Capital

2007 2006
£ £
Authorised:
1,000 ordinary shares of £1 each 1,000 1,000
[
Allotted, 1ssued and fully paid :
1 ordinary share of £1 each 1 1 !
10. Reserves
Profit and
loss
reserve
£'000
As at 1 August 2006 321
Loss for the year {584)
As at 31 July 2007 {263)
11 Reconciliation of movements in shareholders’ (deficit) / funds
2007 2006
£000 £000
Opening shareholders’ funds 321 212
{Loss) / profit for the year {584) 109
Closing shareholders’ (deficit) / funds {263) (321)

12. Uitimate parent company and other controlling party

The intermediate parent company and ultmate parent company i1s Wolseley plc which 1s registered in ‘
England and i1s the smallest and largest parent undertaking to consclidate these financial statements ‘
Coples of the Group accounts may be obtained from The Secretary, Wolseley plc, Parkview 1220,

Ariington Business Park, Theale, Reading, RG7 4GA

12
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Notes to the financial statements for the year ended 31 July 2007 (continued)

13 Related party transactions

The Company has taken advantage of the exemption avallable under FRS8 to dispense with the
requirement to disclose transactions with fellow subsidianies, 90% or more whose voting nghts are
held within the Group, and which are included in the consohdated financial statements of Wolseley

ple

14. Contingent liabilities

The Company, together with certain other Group compantes, has given its main UK clearning bank
authonty at any time to transfer any sum outstanding to the credit of the Company against or towards
satisfaction of the hability to the bank of these other Group undertakings

15. Post balance sheet events
There are significant post balance sheet events

13




