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The review of the businesses contamned 1n the annual report and accounts contains forward looking statements wath respect to the financial
condition, results operations and business of the Travis Perkins ple group These statements and forecasts include nsk and uncertainty because
they relate to events and depend on circumstances that occur in the future. There are a number of factors that could cause actual results or
developments to differ matenally from those expressed or implied by the forward statements.




Financial
Highlights
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Operating
Highlights
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Group revenue up 1 4%
at £4,845m, down 1 4%
on a like-for-like basis

Adjusted operating
profit, up 4 3% to £327m,
adjusted PBTup 1 1%to
£300m, and adjusted EPS
up21%to951p

Increased BSS synergy
target achieved and
integration programme
near completion

Toolstation network
expansion to 123
branches and Toolstation
Europe tnal launched

Sustained adjusted Gross margin
operating margin at 67%  before synerges
increased by 0 2%
Reported PBT after
exceptional items up Tight cost contral, like-for-
16 2% to £313m like overheads down 2 3%
Free cash flow Solfex systems acquired
generated of £242m on 30 January 2013
f 1 derat
Underlying £155m debt or initial consideration

reduction, net debt down
to £452m, and financing
ratios further improved

Full year dindend of 25p
per share up 25%,

with adjusted dividend
cover now 3 8 times

of £8m
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Financial Summa
{ -

2012 2011
£m % £m

Revenue 48449 14 47791
Adjusted:’ Note
Operating profit 5a 3266 43 3132
Profit before taxation 5b 2999 11 2967
Profit after taxation 5b 2268 36 2190
Adjusted earnings per ordinary share (pence) 11b 951 21 931
Statutory:
Operating profit 3005 34 2905
Profit before taxation 3133 162 2696
Profit after taxation 2596 222 2124
Basic earnings per ordinary share (pence) 1089 206 903
Total diidend declared
per ordinary share (pence) 12 250p 250 200p

* Throughout this Annual Report the term adjusted has been used to stignify that the effects of the exceptional items amortisation of intangible assets
and the associated 1ax snpacts have been excluded from the diselosure being made.
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Our Group Mission, Vision and Values

Our Group Mission

‘Continue to deliver better

returns by putangin place and
growing the best businesses, with
outstanding people and operations
providing comprehensive building
materal solutions, to everjone
creating, maintainng, repanng or
1mproving the built envirenment,
helping to build Britain’

Our Group Vision

To ensure that anyone 1n Bntam
who wants to access any kand of
buildirtg matenals through any
form of supply channel will have a
Trawis Perkins group operation as
their first or first alternative choice

e ——

Our Group Values
At Travis Perkins we

Know our customers — we understand thew needs, beat their expectations,
treat them with respect and know our major customers personally

Talk and histen - we say what we mean clearly and honestly, we hsten
carefully we respond objectively, we explain our decisions

Are with you, not against you — we seek mutual benefits with all stake-
holders, we think about the impact of our actions, we search for similanties

Know how to do our jobs— not Just today, but for the next job, we equip
ourselves with the skills needed to perform and be confident we can perform

Like 1o dehver — we enjoy being the best, we know exactiy what each of us
15 expected to achieve we focus on getting results, simply

Work together — we actively work with each other, when something goes
wrong, the first thing we wall do 15 fix the problem, not look for someone
to blame

Always try to get better — we constructively challenge how we work, we
look for fresh ideas that are different, we only have rules where they are
necessary bhecause we use our comimon sense

Are proud to be here -- this 1s a great company, everyone working with us
1s welcome, we make work enjoyable for everyone




Who we are

TRAVIS
PERKINS
PLC
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Travis Perkins plc 1s the UK's
largest suppher to the building and
construction market, one of the most
economicaliy significant activities
mnthe UK

The present day Company was
formed 1n 1988 out of a merger
between Travis and Amold plc a
company with strong Midlands
and Northern based business, and
Sandell Perkins ple, a company with
an equivalent strength in the South
of England

Group reorganisation

The ongins of Sandell Perkins
can be traced back over 200 years
to 1797 when a carpentry company
was first established in London,
Trawis and Arnold was imitially
formed as a partnership in 1899
During the early to mid 20th
century both busiesses expanded
bejore eventually becormng histed
public compantes, Travis and
Arnold was the first to the market
n 1564, followed 22 years later hy
Sandell Perkins

On 1 January 2012 we reorgamsed the business into four dnsions, General
Merchanting, Specialist Merchanting, Consumer and Plumbing & Heating,
It 15 on the new divisional structure descrnibed in ths sect:on that we have

prepared the Annual Report.
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GENERAL
MERCHANTING
DIVISION

Our general merchanting division,
trades nationally through the Travis
Perkins brand and comprses four
geographically arganised indmdual
businesses It has 636 branches,
supplying building materals to
professional building companies,
contractors and tradesmen
throughout Great Bntamn

Kewn Appleton, who joined the
Group n 2011, leads the General
Merchantmg business in his role as
Dvisional Chairman The Managing
Directors of the four businesses
are Kieran Gnffin (Travis Perkins
Midlands and the North West) Phil
Gransden (Travis Perkins South
East), David Kelman (Trawvis Perkins
North) and Mark Nottingham
(Traws Perkins South West and
Wales) The customers of the four
general merchanting businesses are
prninanly professional tradesmen
ranging from sole traders to
nanional housebuitders, whose key
requirements are product range and
availability, competitive pricing and
customer service

The strategy of the general
merchanting business aims to
increase matket share through
implementation of our best practice
programme, ongaing branch

network expansion, entry tnto new
market segments and exploitation
of multi channel oppartunities
The Best Practice programme 18
designed to enhance our overall
service to trade customers and
covers all of their key requirements
even though all four general
merchanting businesses are already
operating to high standards in
these areas they have stretching
targets in place to delver further
impravements

Network expansicn will be
concentrated on 1dentfying pnme
locattons through brownfield
openings and small acquisitions
In addition, store projects and
framewaork agreements will continue
to be expanded wath Local Authonties
and Housing Associations
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SPECIALIST
MERCHANTING
DIVISION

The specialist merchanting business
consists of three separate businesses
trading from 203 branches under
the following brands Keyhne, CCF
and Benchmant We also have an
Interest in1 an associate company
Rinus Roofing Supplies which has
12 branches Arthur Davidson 1s
the Dinsional Chairman He has
worked 1n merchanting for over
thirty years having Joined Keyline
prior to 1ts acquisition by the Travis
Perkins Group

Andrew Harrison the Managing
Director of Keyline has been with
the Group since 1989 Keyline1s
a speciahst merchant supplying
heavy bullding matenals and
cvils and drainage solutions to the
construetion industry throughout
the UK Keyhine 1s known forits
knowledgeable staff and excellent
delivery service

CCF 1s a leading supplier of
mtenor building products to the
construction industry I operates
throughout the UK, offering a
one-stop-shop to 1ts customers from
1ts natienwide branch network. CCF s
Managing Director 1s Howard Luft
formerly managing director of Buck
and Hickman which was sold by the
Group 1n September 2011

In 2006 Benchmarx became the
first group brand to be created as
a completely new business within
a market adjacent to the markets
already served by the Group The
business 1s a leadmg supplier of
kitchen and joinery products to the
trade through 1ts campetitive pricing,
quality products and knowledgeable
staff Benchmarxisled by Chns
Larkin, formerly a Regional Director
within Trawis Perkins South East
who became Managing Directar in
July 2009

Rinus Roofing Supplies, an
assoclate company in which the
Group holds a 25% interest, 15
a supplier of rocfing matenials
The Group has entered into a
development agreement with Rinus
anmed at cTeating a new competitor
n this adjacent market Although
the Group sells many of the products
available through Rinus, speciahst
roofing contractors prefer using
specialist distributors 1n this market

=
=1
=
o
=
>
o




10

CONSUMER
DIVISION

The consumer division comprises
three businesses, Wickes, a national
chamn of DIY retail outlets, Tile
Giant a ceramic tile merchant
acquired 1n 2007 and Toalstation a
multi-channel operatar, which was
acquired by the Group on 3 January
2012 We have 458 branchesin the
consumer division

The Chairman of the Consumer
Dwston is Jererny Bird who Joined
Wickes 19 years ago and has held
a number of sentor positions m the
Group including that of Managing
Directar of Wickes. The present
managing director of Wickes1s
Simen King who joined the Company
at the end of 2011 and has fulfilled
various external retail roles including
chief operating officer of Asda

Wickes, which opened its first
store in the UK in 1972 at Whitefield
1 Manchester was acquired by
Trawis Perkins in 2005 and the
Company now operates from 224
stores naitonwide

Wickes stores are designed to
appeal to tradesmen, who undertake
general repairs, maintenance and
unprovement projects for households
and small busmesses, and to senous
DIY customers, who undertake
more complete DIY projects These
customers are more demandmg in

terms of service, quality and price

The business meets its customers’
expectations by offering a focussed
range of high quality pnmaniy own
brand, competitively pneed home
improvemnent products, such as
timber, building matenals tools and
decorative materials In addition,
Wickes stores offer a range of
latchens and bathrooms which are
sold through both mn-store showrooms
and 11 standalone speciahist kitchen
and bathroom stores

In 2007 Traws Perkins acquired
1ts seventh brand, Tile Giant The
brand 15 now trading from 106
stores Under the leadership of
managing director Andy Mornson,
the brand offers a strong pipehne for
further expansion

The Group first tock a minonty
investment in Toolstation a direct
retarler of hghtside products, dunng
2008 before acquinng the rematrung
sharesn 2012 Stnce then, led by
1s founder Mark Goddard-Watts,
with support from the Group this
multi-channel retailer of hghtside
products has rapidly expanded
1ts trade counter network and
now occuples 123 trade counters
throughout Great Britain 1t also
operates a very successful catalogue
based internet business




PLUMBING
AND HEATING
DIVISION
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The new plumbing and heating
diviston was established on 1
January 2012 under the leadership
of 1ts Chairman, Paut Tallentire
The division consists of the original
plumbing business of the Travis
Perkins group City Plumbing
Supplies together wath the
businesses of The BSS Group, which
were acquired on 14 December 2010
It1s now the leading plumbing and
heating business in the UK operating
from 587 locations

Crty Plumbing Supplies, run by
managing director John Frost, 15 a
major nattonwide plumbing and
heating merchant serving both the
contract market and the general
plumbing and heating market from
189 branches The business offers
high quahty products and expert
service to the trade In 2010 a new
operation was formed, City Heating
Spares the spare parts dimsion of
City Plumbing,

The ex-BSS businesses are
leading distnbutors of plumbing
and heating products to specialist
trades Therr pnncipal activiites
are the distnbution and sale of
heating, ventlation and plumbtng
products, tools and industnal
supplies to, amangst others,
1ndustnal contractars domeshc

plumbers, independent merchants
and industrial end users through
a netwark of 397 branches 395
branches are located in the United
Kingdom and twoin the Republic
of lreland

PTS operates from 314 branches
and supplies a wide range of
customers from national contractors
10 sole trading plumbers and heating
engineers

Themndustnal, commerciat
process, consiruction and warehouse
markets are serviced through a
network of sixty two branches of BSS
Industnalin the UK and Ireland

Birchwood Price Tools1s a
wholesaler of power tools and
accessones, hand tools, safety wear
and general consumables and F&P
Wholesale supply heatng, plumbing
and sarutaryware to smaller
merchanting businesses
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Our Investment Case

Market prospects are good for the medium term
Praspects for growth 1n our markets in the medium term
are strong. Construction activity 15 at unsustainably

low levels when compared to long run trends It 1s clear
that there1s a sigmficant requirement for more housing
across the UK to address household composition and

for significant upgrading and repair of infrastructure,
domestic and public bwldings Chimate change concerns
also indicate the value of the building matenals market
will increase sigmficantly

UK market leadership allows economies of scale
Trawvis Perking 1s the largest supplier of building
materials in the UK, a position it has achieved through
major acquisitions, the ‘rall up’ of smaller aperators
and the organic development of new branches Our size
allows us to benefit from economies of scale thraugh
both our centraltsed back office, business services and
sourcing mode! The Group has a histery of preducing
like-for-ike and total market share gains in competitive
trade and consumer markets It has achieved this

by focussing its operating management on offenng

a compelling customer propostiion in the market
segments in which 1t trades

e |

On-going expansion

There1s still significant scope to grow the existing
branch network by extending our multi-channel and
geographic coverage further in the UK Our estimates
suggest that sufficient opportumttes exist for us te
extend our operations to around 3 000 locations, backed
up by an increasingly sophsticated national supply
chatn network We have a sigmficant and popular mult-
channel capabilities across the Group, led by Wickes
and Toolstation, with sales now growing at over 25% pa

Potential to enter new market adjacencies

There s large untapped potential i speciahsed bmlding
matenals distribution market segments where the Group
does not have a presence The Group has successfully
established itself in six specialist channels since 1999
with BSS Toolstation and Tile Giant being the most
recent examples
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Strong customner proposition and brand 1dentity
greater focus for each business

Trawvis Perkins trades through sixteen national brands
via a network of nearly 1,900 locations Each brand

has developed an overall proposition and customer
experience, which recognises the requirements of its
customers, and has defined a brand essence and values
by which each business will operate This approach
has improved customer leyaliy and its continued
deployment s key to growing both our custormer

base and operating margin All of our businesses are
challenged to achieve a best in class rating by customers
and a best tn class operating margin zhead of any
comparable business

Best practice leading aperational efficiency

We have a strong track record of improving our
operational efficiency through the automation

of systems and processes designed to increase
productvity, tmprove availability reduce the cost of
buying and holding stack and manage our property
portfolio to reduce costs and leverage value 1n our assets
Our objective 15 to ensure that each enhancement will
dehver improved returns for sharehalders going forward

Attracting and retaining the best people at all tevels
Wa have a high quality team, with huge expertence of
our mdustry that has consistently dehvered a strong
profit performance regardless of the economic chimate

1t faces We attract and retain the best people 1n our
sector and operate at tugh levels of engagement having
a culture of continuous improvement, which encourages
colleagues to develop new sklls that allow them to excel
n their jobs
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Our Strateg

A —— — 1

The statements of Mission, Vision, and Values on

page & of this annual report set out what we exist to do,

the direciion we aim to take the Group and the wayin

which we believe we should wark The strategy we are
follownng to achieve these aims 1s designed to maximuse,
over the lang-term, sharehalder returns through
mnovation organic self-help inttiatves and targeted
expansion Lt mvolves.

» Creation, acquisition and development of businesses
that seek to serve all the segments for the distribution
of building matenals in the UK,

= Continuously improving the customer and supplier
propesttion mn all our businesses to become the
highest rated 1n each segment, as measured by
custorners, and as tested by seeking to outperform
markets on a like-for-like basis

= Explort the economies of scale this creates through
the centralisation of common actvities and cornmon
purchasing into low cost, highly efficient and powerful
central functions

+ Sustaining an orgamsational model that develves
authority to operating managers and allows them
ta compete with the most effective competitors with
mirumal constramts, but always maintaiming very
strong controls,

» Operating a performance management system,
closely matched to arrangements for incentives that
encourages the nght economic behaviour and allows
all colleagues to participate m the financial success of
the Group,

+ Recruting and developing people whose personal
charactenstics are cansistent with a culture of
customer sensitivity, contimuous improvement and a
drve for performance,

+ Cautiously, with a low-nsk and low-capital approach
that dees not adversely affect profits and debt
reduction, exploring the prospects for expansion in
new markets

Management, at Executive Director, Executive

Committee, Division and individual business levels are

held to account on hoth current performance and the

delvery of improved capabilities on each of these aspects
of strategy via a balanced scorecard This scorecard
forms part of the metrics for incentives for Executive

Directors and the Executive Commuttee The balance of

measures 1s designed to ensure that management are

focussed en both current performance and the long-term
improvement and quality of the Group
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Delivering our Strategy

The table below shows how we approach the vanous
dimensions of our strategy, how we judge progress and
how our strategy 1s integrated with our management of
the principal nisks faced by the Group, which are set out
on pages 44 and 45

Successful executton of our strategy 1s dependent
upon mamntamung our IT capabihities, purchasing and

disimbuting goods effectively and recrnting and retaimng
the best people We aperate a strong and well-resourced
shared service mode!, which enables branches to
concentrate on delivening excellent customer service,
whilst allowing the central teamns to conceantrate on
mnovation and leadershtp across the Group

STRATEGIC  APPROACH KEY PERFORMANCE PRINCIPAL
DIMENSION INDICATORS RISKS AND
UNCERTAINTIES
Devolving authonty to managers to allow them to compete in the
People matket but without weakemng our control environment Colieague retention
Recruitng and developing people with attnibutes that support aurcare  Colleague engagement Calleague
values recruitment,
retention and
Operating a performance management system closely ahgned to succession
Incentives
Coaching guwding and holding people to account for their attitude as
much as their performance
Meeting our corporate social responsibilities 1n areas such as health and
safety environmental and community relations
Exploiting economies of scale from growth to improve our praposttion, Competitive
Sales and gan further market share and imprave operating marging Like-for-1ike revenue growth pressures
mg:ﬁamement Centrahsing purchasing to increase the benefits of common purchasing  Like-for-like sales outperformance  Information
8 Gross margin gains from soureing technalogy failure

Improving our supply chain capabilities

Expanding our global sourcing activities to support our own brand
proposttich

projects less margin investment tn
proposttion

Adjusted operating profit/margin

Supplier
dependency and
direct saurcing

Continuously improving our custarmner and supplier proposition operational
Rarmonising product specifications acress our businesses difficulties
Exploiting the econortes of scale delvered by growth and centralisation Information
Cost control to Improve our operaling margms. Group overheads to sales ratio technology failure
::nz‘::;]em Centralising most support services Colleague producinty ratio Defined benefnt
Operating a well resourced and mnovative property function tounprove  Adjusted ROCE pension scheme
asset turn, lower property costs and realise surplus assets fundag,
Using our supenor financial performance to expand our branch netwark
Expansion so ensunng we penetrate all catchments in the UK Shareholder Value created from
Extending our mukti-channel capabilities expanston projects (at individual Information
site and whole business level) technelogy failure
Adding additional channels or creating businesses ta setve all segments
of the UK building matenals market where we can achieve synergles
Bevelopmg and ownung trade parks and multiple brand sites
Lease adjusted net debt to EBITDAR.
Achieving market leading returns on sales and returns on capatal Market conditions
Financial employed Free cash flow

Reducing debt through cash generation
Increasing adjusted earnings per share
Optimising our dividend cover

Adjusted ROCE
Adjusted EPS

Adjusted PBT

Adjusted Dividend caver
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Our Business Model

c—— - -

Trawis Perkins 1s a multi-channel cperator selling a wide range of buillding matenals through four dmsions to the
trade and consumer pnmanly through a network of mainly UK branches

Source products
from over
10,500 suppliers

Our business model 18 based upon

Stock and then
distnbute goods
from 1,890 branches
and 24 warehouses
using a fleet of over
2,300 vehicles

Sell goods and
services to over
190,000 account
and countless cash
customers

+ Being the number one or number two distnbutorin =~ « A technology approach, where retaining control
by writing our own systems delvers lower cost

the markets 1n which we operate,

« Achiewing growth through investing 1n orgamc
initiatives and acquisitions that leverage our fixed
and central costs to delver further benefits from

mote flexability and higher matched functionality,
particularly in areas such as logistics, supply chain
and multi-channel,

increasing economies of scale, An organisation » [ncentivisation structures that are linked to

structure, which devolves responsibihties to those

perfarmance and encourage \mprovement

colleagues close to our customers whilst providing « A strong culture, which extends to the types of

the benefits of shared central services,

« Thorough performance management monitoring

systems and processes,

In delivering our product
solutions we...

Are committed 1o ensuning that we
buy qualny goods and matenals
from responsible and ethical
sources, at prices that are fair to all

Purchase a broad range of over
100 000 products from UK and
overseas manuiacturers and
distnhutors

Stack a wide range of own brand
products, particulariy 1n our
consumer businiess, as well as
branded goods supplied by market
leading compamies

Achzeve econormies of scale by
focussing our purchases towards a
limited number of key supphers

Are the largest or second largest
customer for a considerable number
of our supphets many of whom
have forged close relatianships with
the Group over a lang penod of ume

Our products are distributed to
the end user through a supply
chain network which

Operates from 24 central
warehouses enablingus to buy
goods i bulk and distribute them to
our branches 1n smaller quantittes.

Utilises a distribution fleet of
192 vehicles to transport product
between warehouses and branches

Makes around 350,000 branch
deliveniespa

Engages over t 650 colleagues to
ensure the efhcient movement of
stock throughout our orgamisation

Improves branch efficiency by
ensurng we have an appropniate
mix of suppliers delivenng either
direct to our branches or to our
central warehouses

Gives custamers the opportunity

to transact wath gur multi-channel
businesses through a nattonwide
branch network, via the telephone or
aver the internet

people we employ and the values and leadership
behaviours we encourage

We strive to provide our
customers with the highest levels
of service possible by

Employtng the best available peaple
and mvesting i theur traming and
develapment

Ensunng branches mantawn high
levels of stock avalabihty in full
project quantiies

Offening adwvice and butlding related
services that support outr customers
needs

Using a fleet of 2,300 vehicles to
provide an effictent on-tirmne-in-
full, local delvery service, where
customers have chosen not to
collect goods from our sites.

Making credit available for
approximately 80% of customer
purchases in our merchanting
husinesses

Ensunng our pnees reflect both the
quahty of the goods we sell and the
service we provide, whilst remaimng
competitive
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Chairman’s
Statement

FOR THE YEAR ENDED 31 DECEMBER 2012

Introduction
Trawis Perkins 1s the UK's largest supplier of matenals to
the building and construction marksts

We aim to grow the business by providing the widest
possible range of products and matenals, coupled with
the highest levels of consumer service, and m so deing
prowvide our shareholders with growing and sustainahle
returns, based ont market leading margins and return
on capital

We reacted quickly to the siart of the downturn five
years ago by managing costs and trading margins
through the worst construction downturnm hving
memory Since then we have transformed the Group,
through acquisttions and strong organic growth, to
become the leading player 1n the sector today Our
trading bustnesses have market leading propositions
that provide a platform for further growth through
network expansion, supparted by value adding, shared
central functions In the past year, we have iade good
progress i strengtherng our semor executive benich
through recrurtment and management development
and are well positioned for the next phase in the
Company’s growth story

2012 was a year of consehdation and steady progress
for many of the Group's businesses and trading formats
Progress was achieved despite some very difficult
trading condinions, particularly dunng the unusually
wet summer months and the distuption and distraction
caused by the Londen Olympics

Despute this, we were pleased to complete the
acquisitton of Toolstation, adding further branches and
taking initial steps to test the validity of the concept in

Holland More recently, in January 2013, we acquired
Solfex, an important and fast-growing distnbutor of
environmental products and building matenals Thus
will add stgmificantly to the Group’s eco-building range
and environmental credentials Good progress continued
in integrating the former BSS businesses, and both
cost synergies and progress on systems integration are
ahead of our anginal targets We also added additienal
branches across the rest of the Group s trading formats,
bringing the total number of operating branches at the
year end ta 1,896

Resulis
The markets that our businesses operate 1n remain
very cempetiive, having contracted in volume terms
for the fifth year runming Against that background, our
revenuemcreased by 1 4% to £4 9bn (2011 £4 Bbn) with
adjusted pre-tax profits nsing by 1% to £300m, adjusted
earmings per share were up by 2 1% to 95 1 pence

A continued focus on cash generation has reduced
debt by a further £131m to £452m at 31 December 2012
after allowing for the £24m paid to acquire the 70% of
Toolstahon shares we did net already own

Our integration of BSS has made good progress and
our excellent work o realise synergles has resulted in
£32m being recogmsed in 2012, £7m hugher than our
ongnal expectation for 2013

We are pleased with the performance of the
Toolstation business in 1ts first year of our ownership
and have added a further 20 branches 1o 1ts portfolio
durnng 2012
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“Progress was achieved despite some very
difficult trading conditions, particularly during
the unusually wet summer months.”

Dividend

Supported by good operatioral delivery and having
carefully considered the current condition of the market
inwhich the Group operates the Board has decided it

1s appropnate to continue increastng dividends ahead
of earmngs growth reducing dvtdend cover towards 1ts
previously stated target range of 2 5 times to 3 5 imes
The Board 13 pleased to recommend a final dividend

of 17 pence per share, payable ta shareholders on the
register on 3 May 2013, which will give a tatal dimdend
for 2012 of 25 pence per share With a proposed 25%
increase in full year dividend, dwidend cover for the year
based on adjusted earnings per share1s now 3 8% (2011
4 7x) The total cash outflow for drdends declared 1n
2012 will be £60m

Board of directors
In September, we announced that Paul Hampden Smush,
our Group Finance Director for the past 16 years, had
decided to retire from the Board in March 2013 It1s
imposstble ta overestimate the contnbution that Paul
has made to the Group's success dunng his years as
Finance Director and everyone in the Group will want
tojoin me 1n wishing Paul every success for the future
Inreplacing Paul we have recruited Tony Buffin as
Group Finance Director, who will Join us on 8 Apnl 2013
He was previously Group CFO for Coles, the substantial
Austrahan supermarket chain and had previously
worked for Groupe Aeroplan, Loyalty Management
Group, and Alhance Boots

In January 2013 John Coleman was appointed as our
Senior Independent Director replacing Chns Bunker, who

had held that position for the previous four years Chns
has heen Chairman of the Audit Commuttee since April
2004, and wll step down from this role durning 2013

Employees

Difficult trading conditions always seem to bring the
best out of our colleagues in the business Once again,
they have produced good results in the most difficult
of circumstances [ would like to pass on my thanks on
behalf of both the Board and our Shareholders

Outlook

We anticipate difficult conditions 1n the first half year,
but there are reasons to be more optimestic about the
second half, when recent nises m marigage and housing
transactions should feed into improved volumes We will
continue to rmonitor these lead indicators and trends
carefully, and expect that our next movewlibe toa
more expansicnary stance on volume, whilst continuing
our restrained approach on costs, further benefitting
from overhead gearning and improving operating margins

-
Robert Walker
Charrman
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Chief Executive’s
Review of the Year

r -
FOR THE YEAR ENDED 31 DECEMBER 2012

Introduction

The Group made good progress i 2012, despite a
challenging construction industrny background resulting
from a combination of continuinig economic uncertainty,
the wettest weather conditions 1n lving memory and
continued reductions in pubhc sector aciinty and weak
consumer confidence

Action in both hke-for-like (LFL) and expanded
operations has enabled the Group to achieve increases
1n turnover, adjusted operating profits, prafits before tax,
earnings per share and to recommend a 23% increase
the full year dadend

Construction activity in 2012 fell by about 9% whulst
the matenals distibution market fell in volume by
about 4%

We have continued to execute trading tactics finely
tuned to the current environment with the aimn of
maxymising operating profuts and operating margin This
has meant that for rmost of our businesses and branches
we have fecussed on gross margin protection, which
has caused us to turn away some unprofitable sales,
balancing cost control wath protecting service levels and
carefully managing working capital

By focussing more on gross margin we have
de-emphasised our goal of out-performing markets
on a LFL basis, reducing our previous rate of sales
aut-petformance For the year as a whole we have
sustaned our market share and a market position
consistent with our objective of trading sensiblyin a
disappointing market

Agamst contracting market volumes, our trading
stance and our continued programmie of self-help
inmibatives has increased profits by 4 9%, with the matn

drivers of our improved financial performance coming
from, Toolstation, for which we acquired the remaiming
70% of 1ts share capital on 3 January 2012, the 13 new
ex-Focus stores which were opened in the autumn of
2011, and our BSS synergy programme

Hawving acquired Toolstatton in 2012 and previously
having acquired BSS, we chose to lirmt other netwark
expanston to ‘tdying up the estate and a few high
returmng projects However, the economic environment
also presented us with a few other opportunties In 2012
we saw a smalt but clearly discermble worsening in the
outlook for a number of competitor companies in our
sector Our Speciahst dmision benefited from the slow
demuise of the leading civils and heavyside distnbutor
during the second half of the year and a number of
company administrators and independent owners
offered to sell us small businesses In most cases we
declined the opporturnty, preferring to let the capacity
fall out of the market, but we were able to agree terms to
acquire the trade and assets for five businesses Overall
this expanston has ncreased our turnover by 2 8%

©On ! January we established our new Plumbing
and Heating division under the chairmanship of Paul
Tallentire He has been closely involved with our BSS
integration programme which has seen a restructunng
of the PTS management team, the roll out of a new
point-of-sales system with enhanced functionality
innto PTS and the closure of several poorly performing
branches. Further work remains in the BSS integration
programme, however a significant value of synerges
has been achieved, and many of the orgarusational and
technology changes have been implemented

The BSS synergy programme has continued to
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‘“For the year as a whole we have sustained our
market share and a market position consistent
with our objective of trading sensibly in a

disappointing market.”

exceed our expectations Having beaten our onginal
£8m synergy target for 2011 by £12m, we reset our

2012 target to £30m Thanks to the excellent work of

a large number of calleagues, synergies for 2012 have
totalled £32m of which £6m related to overheads and
£26m to buying pains Despite this success, our work to
maximise synergles ts not yet fully complete We have
identified further opportunities of around £5m for 2013,
but these will be more difficult to deliver as it wll involve
structural change to supply chain actties

Markets and our response
According to the Consumner Products Association,
construction output in 2012 fell by about 9% as a result
of a significant reduction in pubhc spending coupled
with a slowdown 1 private sector investment caused
by econemic uncertainty That reduction 1s the worst
market performance since the depths of the recession
back n 2009

Despite a relatively strong start to 2012 we predicted,
1n early 2012, that volumes 1n our markets would fall
for the year as a whole inreahity the performances
of our end markets have been mixed Volumesin the
merchanting market actually reduced by around 2%
whilst retail market volumnes are down by around
7% year-on-year which has resulted in even greater
competition for sales

The majontyj of our business is related to RMi
activities which have been a litile more robust than the
other parts of the market that we operate in

In the private sector new build has been relatively flat
for most of the year although we have seen some gentle
expansion towards the end of the year Latent demand

for new housing has increased, but low consumner
confidence and restricted funding availability has
caused subdued numbers of mortgage approvals and
housing transacuions which remain at half the level they
were1n 2006 The Government’s action to encourage first
time buyers through Funding for Lending, Firstbuy and
the Newbuy guarantee scheme are to be welcomed, but
the overall housing market remains 1n desperate need of
a kack start

Public sector spend on construction has contracted
sharply, particularly in new build as the government
cuts have taken effect, but opportunities remain 1n some
segments such as rail and utilities

The ecanormic uncertainty continues ta impact
consumers, with confidence levels httle higher than in
December 2011 Consumers remain cautious because
wage awards are once again below therate of inflation,
and until recently money has been hard to come by
This has adversely impacted the consumers’ desire to
make big money purchases

Financial performance

Throughout this annual repaort, consistent with our
approach last year, the term "adjusted has been used
to signify that the effects of exceptional items and
amortisation of intangible assets have been excluded
from the disclosures being made Details of the
exceptional items are given in the Finance Director’s
review of the year on page 3%

A combination of the economy and the extrerne
weather canditions had a sigmificant impact on
construction activity and eonstrained the performance
of our heavy-side businesses
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CHIEF EXECUTIVE 5 REVIW OF THE YEAR

Total revenue is 1 4% higher than for 2011 at
£4,845m (2011 £4,779m), driven by the Toolstation
acquisition and the 13 ex-Focus stores opened dunng
the autumn of 2011

We have modified our group trading stance to reflect
the more competitive environment we have experienced
dunng 2012 with the result that we have traded some
volume to protect margin Even so, by concentraiing
on our customer propositions we have sustained our
performance relative to the market, which together with
sur ability to pass through the bulk of cost inflaton
from suppliers has restricted the hke-for-like sales
volume reduction to 2 4% 1n markets that we estimate
fell by around 4%

The pncing environment has weakened as the year
has progressed with full year price inflation of 1% rather
than a more normal 3% By quarter 4 month-on-month
sales price inflation for the Group was wirtually zero,
with merchanting shghtly positive, consumet flat and
plumbing and heating negative due to the impact of
reducing basic commodity pricing

With the exception of the plumbing and heating
dmision, Iike-for-like volumes improved in the second
half of the year when compared with the first half,
particularly in our Specialist division where Keyhne
benefited from the faiture of a major competitor

Sales expansion arose primanly {rom the Toclstation

acqusition and our subsequent 1nvestment in opening
a further 20 new branches and the full year effect of the
13 new Wickes stores opened in 2011 In our plumnbing
and heating divsion 2012 total sales show a reduction
campared with 2011 pnincipally because of the sale of
Buck and Hickman during September 2011

With a competitive market we concentrated on
carefully managing our overhead base with the result
that each of our busimesses showed an improverment
In operating margin, or at worst a very shght dechne
when compared with 2011 Group operating margin has
1mpraved by 0 1% to 6 7% due to an improvement inl
overall gross margins for the Group and the additional
benefits from our synergy pragramme Whlst the
overhead to sales ratio has increased by 0 3%, this
was principally a mux effect of Toolstat:on being
consohdated for the first uime

Adjusted operating profit increased by £14m to
£327m (2011 £313m) which resulted in an adjusted
group operating margin of 6 7%, a 0 1% 1mprovement
over 2011 Even though the effect of currency
fluctuations on our partfalio of dervatives increased
financing costs by 62% to £27m (2011 £17m) the
Group still improved adjusted pre-tax profits by £3m
{1%) to £300m {2011 £297m)

Adjusted earmings per shareincreased by 2 1% 10931
pence (2011 93 1 pence)

General Specialist Plurahing

Revenue Merchanting Merchanting Consumer 2 Heaung Total

% % % % %
Volume (15) 02) (66) (16) 24
Pnce 15 25 10 - 10
Like-for-like per day - 23 *(56) (16) (14)*
Trading daympact - - 03 - -
Expansion / disposals 09 13 185 (44 28
Total revenue change 09 36 132 {60) 14

Including Toolstation on a proforma basts would result in hike-for-like sales for Consumer bemg -3 1% and for the Group beng -0 8%

Adjusted operating Genteral Specialist Plumbing
margin Merchanting Merchanung Consumer & Heating Total
% % % % %
2011 operating margin 118 45 45 46 66
Gross margin {09) - 04 {06) 0z
Synergles 02 01 01 07 02
Overheads 06 05 06 02) (03)
2012 property differential (02) 01 - - -
2012 operating margin 115 52 56* 45 67

*Excluding Toolstation, gross margir improved by 1 1%, overheads to sales rose by 0 1% and property profits to sales rose by 0 1% giving a year-on-year

dmisional operating margin increase of 12%.
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Divisions

General Merchanting
2012 2011 Change

£m £m %
Turnover 1457 1443 09%
Adjustrment segment profit 167 170 -19%

The growth 111 sales in our General Merchanting
dmsion has ansen from the limted expansion we have
undertaken duning the year — LFL sales growth was
zero Volumes were only 1 5% lower than 2011, whalst
sales prices rose by an average of 1 5% over tha course
of the year

Grass margin dechned by 0 9% due to reduced
product inflatien (0 5%), customer mix changes ansing
from the beiter performance of large contractors
compared to their smaller competitors (0 2%}, and mare
compettive market conditions as construction activity
fell {0 2%) In a stable, or even a nsing market, we woutd
expect each of these dnivers 10 reverse

The tough gross margin conditions were balanced by
managermient in the division exercising tight cost control
and the overhead to sales ratio improved by 0 6%
Divisional operating margin was only 0 1% below 2011,
adjusting for the change in property profits

Kewvin Appleton, the dwvisional chairman, and his
team have implemented a number of intiiatives io drive
profitability On a selective basis low margin business
1s being turned away and customer and product
profitability 1s being closely momtared to manage mx
Marketing imtiatives are in place to target profitable
segments, and the overall customer service 1s being
enhanced through the development of dedicated
customer contact centres

Further opportunties to improve efficiency have been
identifted via selective actians aimed at employee and
vehicle productiity

Specialist Merchanting
2012 2011 Change

tm £m %
Turnover 604 582 36%
Adjusted segment profit 12 26 202%

Under the gwdance of Arthur Davidsen, the Spectalist
dmwision recorded a strong performance dnven by
Keyline, our heavy-side ciwils and drainage business
The division gained further market share and reported
a 2 3% like-for-ltke sales growth on the back of above
average price inflatton The team did well to protect
gross margin recording a flat year-on-year performance
in increasingly competitive markets

The failure of the largest cmls merchant brought
some short-term benefit ta Keyline as both custemers

and supphers sought to put more business our way
Even though many of the closed branches have now
been sold and re-opened, the Keyline team 13 working
hard to retain the new business they have won New
oppertumties i rall and utilittes are being pursued by
dedicated teams established during the year

Net margin progress in Keyline was good and
according to our key supphers our busmness growth with
them outperformed their respective markets Having
suffered from the lack of buying gains in the first half, we
created opportunities which crystallised in the second
half without a nsen stock levels

CCF faced intensified competition durnng the
year as1ts markets have been particularly difficult
The commercial market 15 affected by both lower
commercial construction actinty and reduced new
pubhic sector spending in bunldings such as hospitals
and schools, which has all but dned up

Benchmarx has seen another improvement in 1ts
performance with sales grewing by nearly 20% LFL
sales growth was close to double digits and at the same
time gross margin advanced The business has been
targeting the contracts market and the investment made
15 now starting to pay off

Aswith our other dwisions, the Specialist businesses
paid close attention to managing the overhead base with
the result that the ratio of overheads to sales fell by 0 5%
equvalent to savings of approximately £3m

Consumer
2012 2011 Change
£m £m %
Turmover 1,152 1,018 132%
Adjusted segment profit 65 46 407%

Our Consumer Dmsion, led by Jeremy Bird has
sigmficantly outperformed 1n 2012, wath the Wickes Tile
Giant and Toolstatton businesses zll producing excellent
results The consumer division markets were the hardest
hit of any that aur divisions operate i, so that makes
the result achieved in 2012 even more remarkable A
combination of careful margin management strong
overhead control and targeted investment resulted in
profits rising by 40 7% whlst turnover on a reported
basis was up enly 13 2% If Toolstation 1s excluded from
the 2012 result divisional turnover was flat year-on-
year, whilst profits increased by 26 5%

Wickes has made further market share gains for the
sixth year in a row Both the Trade and Kitchen and
Bathroom offenngs have done well, but our performance
1n the DIY segment has been less strong as discretionary
spend has been under pressure

Our trading tactics continue to dehver both higher
gross margins and sustained market share through
careful management of promotions, range developments
and working with supphers to reduce supply chain costs
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Research continues to indicate the clanty and simpheity
of the Wickes and Tile Giani propositions are compelling
for many customers

Toolstation perforimed strongly as those stares opened
with our support pre-acquisition moved further towards
matunty Like-far-like sales are up 21%, sigmficantly
ahead of other multi-channel operators, profits are
approximately 280% higher and the estate has grown by
20 branches dunng the year

Overheads were well controlled throughout the
draision with the ratio of ovetheads to sales for Wickes
and Tile Glant increasing by only 0 1% despite turnover
remaimng flat Wickes like-for-like costs fell as a result of
changing the store colleague structure late in 2011 and
from re-targeting their marketing spend

Plumbing and Heating
2012 2011 Change

f£m tm %
Gross turnover 1,632 1736 -60%
Adjusted segment profit 73 80 -87%

If the results of Buck and Hickman and 17 P&H
branches divested in 2011 are excluded from the 2011
comparative turnover has decreased by £21m (1 2%),
whilst net profit fell by £.5m (6 3%)

Throughout 2012, trading in both the commercial
and domestic markets has been difficult. The domestic
heating market was subdued all year with the markets for
the key product groups of bollers and radiaters 2% and
10% dowm year-on-year respectively The ending of the
last phase of government subsidies impacted demand
and new initiatives sich as Green Deal Renewable Heat
Incentive and the energy company ECO commutments
did not have any real impact during the year

In a low demand market, campetition remained
intense and throughout the year decisions were taken
toimprove pneing and momtor custorner profitability
In PTS several long standing supply relationships were
re-negotiated or terminated altogether

The Group has a geod record of pre-pnce increase
stock buying. With sales pnce deflation in aur plumhing
markel those apportunities to belster matgins through
buying gains have been considerably more hmited

Thendusinal bustnesses of BSS were the strongest
performer in a weakening plumbing market Some major
contract wins helped protect sales with margins shghtly
above last year's levels due to a number of self-help
measures improving product mix. Good overhead control
resulted tn an impravement in overall operating margin

The domestic business, which includes PTS and
F&P, our wholesale distribution business supplying
second tier merchants, has suffered as a result of a sharp
contraction in the boiler and radiator markets and low
product inflation Tight competiaive conditions have
resultted 1n a reduction 1n margins, and management

have taken action to cut costs by restructunng the
network, closing nine branches

City Plumbing performed welt and whilst 1ts hke-
far-hke turnover 13 shghtly down 1t hasimproved its
gross margin compared with 2011 Our Endeavour new
showroom concept has continued to outperform the
rest of the estate and so we will extend their presence
throughout the estate dunng 2013

P&H dmsional overheads were tightly controlled
with some additional costs being incurred by PTS for
the full year adrmstration of the solus Bnush Gas
contract to whom we are proud to prowvide an industry
leading sernice

Overseas expansion

During the year we have taken our first tentative

step Into international markets In conjunction with

the founder of Toolstation, we have made a small
mnvestment of less than €2m 1n five Toalstation branches
located m the Netherlands that were previously
franchised to an independent operator The 1mual focus
has been on expanding the product range and improving
marketing, but much work still needs to be done Whilst
we anticipate makmg further small invesiments 1n 2013
and 2014, 1t will be same time hefore we are able to
deterrmne whether the venture wall be successful

investors and lenders
Holders of the Company's equity are concentrated
pnimarily in the UK and North America, with Nerth
Amenican investors now holding 26% cf the Company’s
shares We are commutted to frequent and open dialague
with our shareholders and we take a pro-active stance to
ensure we meet with as many of them as possible

During the year a combination of me Paul Hampden
Srmith and John Carter met with 44 investors halding
55% of our shares at least ance We also met with a
sigmiicant number of nan-holders as we sought to widen
aur investor base

We find that both investars, members of the analyst
commurity and our lenders benefit from seeing
our operations first hand. It prowndes them with an
oppaertunity to see our sites and talk wath the hard
working colleagues who make Trawis Perkins such a
strong company Dunng 2012 we undertook 3 store,
warehouse and hranch wisits and we intend to continue
thisin 2013 In the autumnn, ance we have completed our
annual strategy review, we expect to combine a site tour
with a strategic update for both investors and analysts.

| reported last year that in difficult markets for
raising finance we had secured a £550m revolving credst
facihity that 1s available to draw down from Apnl 2013
Aswith our investors we think it 15 important to build
relatienships with sur banks and other lenders and
80 we maintain regular contact throughout the year
1 am pleased to report that the confidence the banks
showed in the Group last year has continued Following

2012
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discussions with several banks who were mterested 1n
makang further funds available to the Group at improved
rates, we have secured a £50m of medium term
commutted funding by way of a bilateral loan

Executive committee
1f we are to maintain our posttion as the UK's leading
supplier of bulding matenals we need to invest 1n
our executive team to ensure we have the best talent
available to develop and deliver our strategy Dunng
2012 there have been two sigmficant changes to our
Executive Committee

After 40 years of service with the Group, Joe Mescall
retired on 31 December 2012 Whilst the phrase ‘can
never be replaced 1s over-used and 1s rarely true, 1t
should be applied 10 umque people and Joe 1s defimtely
one of these He has a great blend of long and varied
expenence, well honed leadership skills and first class
trading ‘nous' which 1s adrmred by everyone who has
had the pnwvilege to work with him

Joe's position has been taken by Kevin Appleton
Kevinjoined us from the Lavendan Group where he
held the position of CEO for 10 years He bnings a lot of
relevant expenence from the customer-focused delivery
services and logistics sectors having previously held
managing director roles for a division of FedEx and the
Dexlon group [ am confident that the new experiences
Kevin brings will build an the achievements of Joe and
the TP team to ensure that we continiue to stay ahead of
Olr competitors

Our second key appointment was Jean-Jacques
(77) Van Costen to the positton of Chief [nformation
Officer Thus position 1s critical to the Group's continued
development so 1t was important that we emplayed a
person with a praven track record of deterrmmng IT
strategy, leading large teams and delivering complex IT
projects in a multichannel environment

1] was previously at Tesco plc where he held the
role of Ci0 and Market place Director hoth reporting
to the CEQ of Tesco com He led and delvered cnitical
programmes which established Tesco s multi channel
IT capability Prior to that he was the Group C10 for
Kinghsher plc, where he established and led a shared
service centre for IT that combined twelve technology
teamns across mnuliiple geographies He was also
responsible for delivering systems for B&Q Trade
counter and leading the multi-channel agenda

Chanitable and community activities

We are passionate ahout the chantable work we
undertake, and we continue to have strong and
extremely valuable partnerships with a number of
British chanties The enthusiasm and commutment
shown by our colleagues as they fundraise 1s something
we are enorrmously proud of We are also dehighted by

the support frequently provided by our customers and
our suppliers

Each of our 16 businesses supports their preferred
charity, selected by employees, and throughout
2012 they pursued a range of actiniles to raise
funds An army of employees across the Group grew
dubious moustaches in support of Mevember and
Prostate Cancer UK, the chanty partner of our Keyhne
business, while Tim Parsons and Paul Widger from
our PTS business braved sweltering heat to cycle 500
lalametres from Ho Chi Minh City in Vietnam Lo Angkor
Wat in Cambodia, raising over £14,400 for Cancer
Research UK

The Trawvts Perkms business was awarded Business
of the Year' at the 2012 Business Chanty Awards
sponsored by the Charties Atd Foundation (CAF), for 1ts
outstanding partnership with Breast Cancer Campaign
and Together for Short Lives over the last three years

As the driving force behind a nurnber of chantable
ininatives, mcluding painting a number of Travis Perkins
delvery trucks pink, lan Church was awarded ‘Business
Chanty Champion 2012’ lan, formerly Managing
Director of Travis Perkins in the Midlands and now
Managing Director of our PTS business, understands
the power of charitable actty as a way of dnving the
engagement of employees and customers

Internally, our employees can support additional
chantable actinty through payrell-gmng and a
‘Colleague Lottery', and the populanty of these schemes
remans undiminished

Tharks to wonderful activities ke these, we are
pleased to have donated more than £2 1m {2011 £19m)
through group actmties, including £165,716 (2011
£146,217) directly from the Group, to worthwhile causes
in the fields of cancer research, support for children and
young people, and the hospice movement, to name a few

We encourage our colleagues and bustnesses to
support comnmunity actraties in the areas they live, work
and operate During the year many opportunities arose
where we were able to help here are just a few examples

BSS Industnal donated sleeping bags to chanties
across various locations in December, giving a small
helping hand 1o the homeless over the harsh wanter
Trawvis Perkins supported the next generation of builders
by donating matertals to Live Trair, a London-based
training scheme which equips unemployed people with
the skills and expenence to start a sustainable career in
the construction industry

CCF and Trawis Perlans branches in Reading teamed
up to fit new flooring for West Street a house for
severely disabled ctuldren in Henley on Thames, whilst
colleagues from Travis Perkins Hyde helped create a
memonal garden in memory of PCs Fiona Bone and
Nicola Hughes the two Greater Manchester Pohce
officers who were tragically killed in September
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Past year end acquisition
We expect the renewahles market for construction
materials to show growth ahead of market averages for
some time, as consurners become better informed and
mvest ta reduce their energy costs whilst improving
carbon generated

On 30 January we acquired the renewable energy
distnbution specialists, Solfex Energy Systems (Solfex),
acompany that in December 2012 was hsted as the UK's
fifth fastest growing private company in the Sunday
Times Virgin Fast Track 100

Solfex uses 1s distnbution platform to integrate and
supply companents to the UK's renewable companies
and prowides a value-added service to customers through
comprehensive technical and customer support It1s a
valuahle addition to the Plumbing and Heating Division
of our Group

Our strategy of offening our customers an integrated
approach to energy efficient bullding will be greaily
enhanced by the market leading propasition created by
the Salfex team

2013 performance

It1s duffrcult to draw any conclusions from the first few
weeks of trading because the January 2012 comparator
was quite strong whilst 2013 has seen a contmnuation of
the poor weather condiuons expetienced in 2012 Qverall
group LFL sales, on a delvered basis, for the first seven
weeks were down 5 1%

General  Specialist Plumnbing
Merchanting Merchanting  Consumer & Heating Tatal
% % % % %
45) 20 (76) {54) (51)

We view underhying like-for-hke sales in February as
broadly flat

Outlook
Our like-for-like sales 1n quarter 4 of 2012 showed an
improving trend on the two previous quarters in most
of our businesses making 1t difficult to read for signals
of underlying actity Accordingly, we look to medium
term indicators to plan our resource levels for 2013
and beyond

In the short term trends will be volatile, we
currenily anticipate that our markets will be stronger
in the second quarter, mainly due to a relatively weak
comparator in 2012 and potential recovery from low
activity levels expected i first three months of this year

Whlst this suggests difficult conditions will remain
1n the first half year there are reasons to be more

optimistic about the second half The recent nsein
mortgage and housing transaction activity should feed
into 1mpraved volumes 1n the market by the second
half of the year In the public sector market, the huge
potential spending en vanous infrastructure programmes
announced by the government should begin to gradually
show in real activity on (and in) the ground

Overall we believe that market volumes for 2013 are
likely 1o be lower than 2012, but the rate of decrease wll
be smaller than last year at around 1% to 2% Inflation s
likely to stay low with early indications suggesting 1t will
be around 1% to 2% for the secand year running

Since the financial crisis in 2008, the term ‘roller
coaster could fairly be apphed to the gradient of annual
and monthly change i our markets Five years later,
we have yet to expenience a flatter track, and we wait
for enidence of a steady recavery from the current
unsustainably low levels of actrty

We have an excellent track-record of matching our
margin and costs to the prevailing market conditions
and we Judge our cautious stance to be appropnate
Howaever, we shall be momtaring lead indicators
carefully and expect that our next change wall be to
a tore expansionary stance in volume We plan to
combine this with a restrained approach to costs, so as
to benefit from overhead geanng and further improve
operaling margins We anticipate increasmng expenditure
only for unavaidable inftation and pension increases and
subject to satisfactory trading continuing, we plan to
invest further in pursuing our multichannel strategy

Whlst, for most of our businesses our operating
margins rernain ahead of our campetitars, the ‘trough’
levels of market activity are consistent with, against
recent history, operating margins which we regard
as unsatisfactory for three of our four divisions For
Specialist, PAH and Consumer dvisions a combination
of self help intiatives and a recovenng market should
deliver steady growth 1n operating margins For Travis
Perkins, investments in improvements to the proposition
will be apphed to increasing market share on a LFE
basis, whilst sustaining operating margins

So n summary, we think the performance of our
markets in 2013 may begin to turn, but 1t wall be
mamnly through our own endeavours to outperform our
competinion and manage our operating margin that the
Group will be driven forward

4_1.(@("

Geoff Cooper
Chief Executive
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Introduction
After planning our new divisional structure dunng
2011 and ensunng that we had the nght peaple n
place with the right blend of skills to take our business
forward, 2012 has been a year where our efforts have
been directed towards consohdating cur previous
achievernents whilst managing in a commerciaily
challenging environment

Early 1n the year we changed shightly our approach to
generating sales We retreated from our previous stance
where we had saught to cutperform the market and took
amore long term view of accepting shightly lower, but
more sustainable growth 1n order to protect our gross
margins from sigruificant erosion

Improving the overall operating margin of the Group
remains a prienty and that has required us to maintain
our focus on costs Mindful that we do not want to

damage the Group's ability to take advantage of the
market once 1t starts to improve we have proactively
managed each business to achieve a gentle reduction
of costs rather than undertaking wholesale cost cutting
Our pnonty has been to review all businesses to ensure
they have the night cost structure for the business they
are currently handhing.

Business madel
Our strategy 1s set out an page 14 The business model
we deploy to execute that strategy 1s showmn in the tahle
on page 17

Operationally we measure our success threugh a
comprehensive ‘balanced scorecard’ of key performance
indicators (KPI), which are aligned to achieving our
strategy

2012 2011
Like-for-like revenue change — General Merchanting 00% 93%
Like-for-like revenue change — Spectalist Merchanting 23% 115%
Like-for-like revenue change — Consumer (56)% (1 3)%
Like-for-like revenue change — P&H {16Y% 34%
Like-for-ltke revenue outperformance 14% 50%
Colleague retention 840% 870%
Revenue from expansion 28% 20%

Health and safety — see separate report on pages 50 to 52 Environment - see separate report on pages 46 to 49
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“Improving the overall operating margin of the
Group remains a priority and that has required
us to maintain our focus on costs.”

2012 has not been a year for making large
Investments in new imtiatives We started the year
determuned to continue with a number of operatanal
nitiatives where we had already achieved improvements
and could envisage further progress We also wanted to
ensure that any new mnvestments either resulted in a
rapid payback or were necessary to maintain progress
toward our longer term strategies As a result the mam
areas of focus have been
+ Continuing our drive to eliminate acoidents and

iurtes from the Group,

« Investigating and further improving our custamer
proposition,

+ Reducing the admimstrative burden on branch
colleagues so they can spend more ume with
customers,

« Generating additional purchasing and overhead
synergles from the BSS acqinsiion and continuing
with the integration of that business into the Group,

» Leveraging our investment in our direct sourcing
operations

« Dealing with the opportumbes for improvement
1dentified by our bi-enmel colleague engagement
survey

Stay Safe

Followang the reerganisation of the group health and
safety team n 2012, which enables us to manage safety
m 2 different way we have invested a lot of energy and
resource into Stay Safe dunng the year Full detais are

given on pages 50 to 52, but 1n summary we are intent
on elrminating aceidents and tjunes and making
everyone associated with our group fully understand the
role that we all play, and the respansibilities we all have,
in maintaimng a safety culture across all our locations
The traimng and culture journey for managers and
colleagues 1s the most critical part of winmng hearts
and minds to keep colleagues safe, and great progress
has been made 1n engagement and in :mproving the
communication process across the network.
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Sales and margin management

We are set up to be the best whatever the market

circumstances —n good umes we take advantage

to grow, 1n bad times we undertake the careful

management of costs In the current markets the

approach our operatars must take 1s tor

+ Focus on customers — manage our resources so we get
the most out of what we have,

+ Concentrate on the quahty of trading — review our
trading stance to dnive profit and ensure we are not
letting the competition take our business,

+ Trust our ceniral resources te delver the night
improvements that will enable branches to improve
profitability

We pride ourselves on the service we prowde to our

custorners, but we are not complacent and we recognise

the need to continually improve Our customner
proposition team under the leadership of Norman

Bell 1s working on a majar project to loak at how we
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can streamhne our processes and make 1t easier for
customers to deal with us We are reviewnng all aspects
of our customer touch points from ease of opeming a
new trading account through to the simphfication of our
Invorces and statements

We know that regular targeted commurncation with
our customers helps build a relattonship based on
trust and can stimulate sales We are looking at ways
of improving our customer segmentation and from
that how we can better inform our customers of our
capabilities and then help them transact with the Group

The quality of our customer proposition 1s partly
dependent upon product range avallabthty and the
services we provide Our supply chain team’s mission
1s to make building matenals supply Easy' for both
branches and customers, their ‘Easy Supply of Products’
(ESP) programme being a key pillar of the Group's
plans for growth and the continued development of its
multichannel offer

Our new Chief Information Officer, 11 Van Oosten
joined us rmid year and undertook a fundamental review
of our IT strategy and capability Our strategically
important multi-channel project 15 jocussing on
using alternative technology, with the result that our
website redesign project continued, albeit at a slawer
pace during 2012 In 2013 the pace of multichannel
developments will accelerate and the new site which
will allow custorners to trade on-hne, will be introduced
1nto Wickes imtially before being ralled cut to our
merchanting businesses

We are challenging the way building matenals have
traditionally been supplied to our businesses through
collahorating with our suppliers For example, we now
have 12 colleagues from key suppliers implanted within
the Group working with us ta create the best route to
market for their preducts As a result, our availabihty and
service offer with these suppliers continues to improve
with custorners more likely to source these supplers’
products through our branches

With the Group provniding access to aver 100,000
products sourced from over 10,500 suppliers, it 1s
essenttal that the distnbution infrastructure and
systems can support our branches and customers to
complete thelr transactions and projects as quickly as
possible, making them and the Group more profitable

The integration of BSS continues to progress well and
1n most cases well ahead of expectations The synergy
program delivered a net £32m benefit versus the initial
prajection of £25m announced at the point of acquisition
and the forecast of £30m at the end of last year

The implementation of the new PTS point of sale
camputer system (POS) has pregressed very well dunng
2012 with over 120 PTS branches, represeniing more
than 50% of revenue, now beinig on the system This wall
be alandmark in PTS history as it will be the fizst time
that each branch manager wall have an unequivocal view

of daily performance in real time We plan to complete
the PTS roll out by rid 2013 before transfernng both
BSSIndustnal and F&P Wholesale to a version of the
same systern

The General Merchanting division has been targeting
branches to improve the quahty of orders taken and
the mux of products sold It 1s currently piloting four
reglonal customer centres designed to 1mprove account
management for our smaller customers and engineer
opportumities to upsell

In August an imnproved search capahility was
launched on the General Merchanting website allowing
customers to search and request quotes for over 9,000
products on hne This s the start of a journey to imprave
our mulu-channel offering, but 1t 15 already generating a
good level of sales

Both Wickes and Tile Giant have improved their
performance n 2012 Despite tough competition,
both have increased thetr gross margins and overatl
profitability Dropping Mycard in June allowed the
Wickes team ta 1nvest some of the subsequent savings
into selectively reducing prices

Alot of work has been undertaken to complete the
mntegration of ten UGS branches inte Keyline We have
mvested in tnfrastructure, systems and stock availabihity
to bnng them up to the standard we expect of our
branches and given our colleagues the tools they need to
maxinse their effectiveness

Our work on leveraging the strength of our own brand
products has continued The popular Scruffs safety-wear
range, supplied by Birchwood Price Tools has replaced
ranges previously stocked in Wickes and Trawis Perkins,
sales have exceeded our expectations

We have alsoinvested in our geotechnics expertise
hawving previously had a limited capability On 3 October
a new team Joined us from a competitor and we lock
forward to expanding our presence in this mcreasingly
1mportant market

Tight cost control and asset management
Group scale means we are zble to develop solutions that
can often he shared across multiple businesses and
markets, improving services, return onnvestiment and
lowenng cost We undertake a large number of projects
during the course of a year, each of which contnbutes
1o LIMPIOving our operating margie 115 not possible to
discuss all of them, but the following paragraphs set
out details of some of the more significant changes we
have made

In 2012 Keyhne transferred responsibality for much
branch admimstration to a central tearn based it
Nerthampton This freed up branch colleague time 1o
enable themn to focus on customers whilst improving
the efficiency with which we deal wath supphers and
customers. In 2013 we will be taking a similar step in our
General Merchanting division
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Our property department under the direction of
Martin Meech 1s an important profit generating centre,
but 1t also has an important part te play in contralling
our cost hase Where possible we wall look 1o extt leases
if a branch 1s performing poorly and we can integrate
the branch actmaty 1to a nearby branch There are a
number of opportumties in PTS and we believe that
opportunities exist in respect of a number of Wickes
properties as we target smaller 20,000 sq ft footpnint
stores to lower property costs This will also allow us to
open n previously unattractsve locatrons that could not
support larger stores

Supply cham continues to leverage our group
distnbution infrastructure During the year we have
transferred the
» Wickes bathroom home delivery operation in-house,

without mereasing our space footpnnt, which has

improved service at the same time as reducing costs,
+ Maoved our PTS radator supply to an in-house

solution, Impraving service and margins,
- Provided our biggest customer, Bntish Gas, with a

supply chain for its insulatien installation business
By selectively investing 1n GPS 1n our distnbution
vehicles to get a return we have been able to sirengthen
the management of our vehicle costs whilst also
reducing our environmental 1mpact

Our IT department 1s betng restructured and
re-focused so we can reduce the costs of keeping the
lights on and dvert more resource towards developing
the IT infrastructure that wall support the business on s
strategic journey One of the first changes will be moving
from Microsoft to Google Enterprise allowing us to use
new technologies to improve utihsation and efficiency

Improve return on capital
We spend a considerable amount of time finding ways
to impreve our management of working capital Alot
of colleagues are involved in ensunng that we receive
prompt payments from our customers In 2012 we have
piloted gving CCF drivers PDF dewices that allow them to
electronically process proof of delvery documents at the
time of making the delivery We are also developing our
central cash allocation systems toreduce the time we
spend dealimg with receipts and to make 1t easier for our
customers to manage their accounts

Achieving the balance between maintaing stock
avallability 11 nearlty 2,000 outlets and controlling the
value of stock 111 our balance sheet requires a great deal
of skill We continue to manage our branch mandated
stock and are currently considening making 1t more
branch speaific to reduce the level of slow moving stock
that can accumulate from a one-size fits all approach
Wa are also seeking toimprove the co-ordination
of nventory reduction across the Group by sharng
knowledge and best practice

We have developed and implemented 1-Replen, a

REVIEW OF THE YEAR

new automated stock ordenng system far Wickes
stores that improves availabihity reduces stock and
frees up management ime We believe that in due
course this will help reduce Wickes stock wathout
impacting availabibity

Our distribution infrasiructure has been developed
with a flexible approach and low levels of automation,
to ensure that we can respond quickly to the rapidly
changing service demands of the market, drniven tn part
by the growth of muluchannel business The success of
the model 1n improving sales, prafitability and semnce
means the business will open a further 650,000 sq ft,
warebouse 1n Warnngton i 2015 to support the Groups
growth and multichannel ambitions This iInvestment
will see the Group take a further step n 1mproving
service by providing access to more centralised products
and reducing delvery lead times

External expansion
With our aim of increasing our return on capital, we
have been more selective when making investments
to imprave our preposition At 31 December 2012 we,
and our associate compames operated from 1,896
branches (including 12 Rinus Roofing and 5 Toolstation
Netherlands sites) a net mcrease of 28 dunng the year

We opened 48 new sites, 20 of which were for
Toolstation where new branches rapidly achieve
profitabiity and have an above group average return on
incremental capital emnptoyed We also clesed 17 under-
performing sites, 9 of which were in our ptumbing and
heating division and sold 3 others

We naw have tool-hire operations situated on 200 sites
including 8 new implants for the commercial contract
marketn BSS Industnal branches The dedicated teamns
nstalled i each of the BSS locations have delivered
excellent service and sales and the number of customers
using the service 15 ahead of projections In 2013 further
roll out of the offenng 1s planned

Our managed services offering goes fram strength
1o strength and we opened another § sites in 2012 Our
record of winning mote than our expected share of
these opportunities continues as those tendenng the
contracts recognise the skills that we possess and the
opportumties that will give them to improve their own
profitahlity

Sales of spares grew by 11% year-on-year due to
the good like-for-hke performance from the existing
plumbing and heating locattons and the opening of
new sites We now operate from over 200 sites across
the Group

We opened 39 new bathroam showrooms, 13 of
which were in Trawis Perkins General merchant sites
and now have 51 showrooms in the Group wath plans
to continue the roll out 1 2013 The new showroom
concept which has received excellent feedback from
both trade custormners and the retail customers of the
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“Developing highly skilled colleagues
who can progress as our business grows
is of paramount importance to us.”

tradesmen, has resulted in sigmificant sales growth and
improvernents (n product mx have been seen across the
new network.

People
Our vision 1s to create a great place to work, one that 1s
safe, rewarding and empowering and so we were pleased
that for the third year running we were independently
assessed to be one of Bntawn's top employers
We employ over 23,400 people Our customer mnsight
work indicates that hugh levels of colleague engagement
have a very positive Hmpact on customer experierce,
both in terms of satisfaction and ratings of customer
service Therefore, seeking feedback from those
colleagues 15 vital, especially when we face a challenging
trading environment
In 2012 we undertaok our brenmal You Talk We
Listen’ emnplayee survey in our head office locattons,
and our General and Specialist Merchanting and our
Consumer divisions 79% (2011 63%) of calleagues
respanded with averall engagement scores Increasing
when compared with 2011 84% of colleagues were
proud to work 1n their location Teams across the Group
reviewed the results, then1dentified and vmplermented
actions to address any 1ssues
Developing highly skilled colleagues who can progress
as our business grows 15 of paramount importance
to us, sa we wark hard to suppart them throughout
their career In 2012 51% (2011 44%) of management
appoiniments were filled by internal candidates
Dunng 2012
+ In partnership with Ashndge business school
we delvered the ‘Honzons' business leadership
programime to 60 directors 1t focused on leadership
behawvtours business strategy and fostenng
collaboration across the Group
« Qur branch managers were able to attend the 6 day
‘Evolve’ managerment development programme which
dehvers leadership, sales and commercial modules
We provide a diverse range of development opportuniiies
for all our colleagues ranging from practical job sklls
and product knowledge through to management and
leadership development We also invest in trarming
technology and dunng the year we launched 1Learn

1t1s a platform, which enhances the online learning
options available to all colleagues, whilst also providing
technology to manage and record colleagues’ learning
and development activity
Our commitment to apprenticeships continued
with high levels of activity throughout the year This
commitment was supported by the development of
our apprenticeship website, designed to attract young
people into our busmess
The Trawis Perkins Group Bullding People’
Apprenticeship scheme (which replaced our
management trainee schemen 201 1) 1s aimed at
attracting and developing the skills and knowledge
of young people within our branch operations and
management roles We hope that this new scheme
wll develop the same high quality future leaders and
managers that we see In aur business today There are
two parts to the scheme
- The branch scheme 1s 2imed at attracting those who ‘
are new to merchanting, with many jeiming as their |
first job, ‘
- The management apprenticeship scheme 15 focused
on attracting talent from other merchanting branch
networks, with apprentices development being
accelerated through completion of the scheme
Over 30 apprentices graduated with a nationally-
recogrused quahfication during the yearand a second
tranche of 30 high cahbre ‘Building People’ apprentices
joined us dunng the autumn We also have 500
apprentices enrolled onto the Wickes Level Two Retail
Apprenticeship Scheme
Sharing knowledge with our peopleiskey to
engagement so they can see, where we are gong as a
bustness, the part each of us plays in that journey and
that we histen to what they are saying.
Many of our brands produce internal magazines
and newsletters, so that everyone can see and better
understand what 15 happeming across the Group
However, we have reviewed our internal and external
commuatcations actvity this year and realised there1s
more we can do to raise awareness of the Trawts Perkins
Group as a whole
We have also appointed a Head of Corporate
Communtcations to support the internal and employee

REPORTS
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“In 2013, we will continue to take a balanced
view when managing sales, seeking to protect
margin where necessary, but all the time
ensuring that our costs are well controlled.”

communications work already underway m our
businesses She wall also 1denufy areas toimprove
cammunication with new and existing audiences, and
so build our brand reputation and influence optnton in
our sector

Our Save as You Earn (SAYE) scheme 1s a real success
wath 1,200 or 19% more colleagues, joimng in 2012
It s really encouraging that 7,500 (2011 6300) of our
colleagues are keen to share in the success of the Group
through the SAYE scheme, even when there are so many
other demands on their money

Pension membership increased dunng the year as
a result of our work to introduce a new penston plan
which meets the government's requirernents for auto-
enrolment from March 2013 In total, at January 2013
42% (2011 27%) of our colleagues are now members of a
group pension plan

Awards

For the second year runnmg the mnovation, skalls and

performance of our supply cham team and our Wickes

distnibution team were recogrmsed dunng 2012 Between
themn they were shorthsted for 5 awards of which they
wan four

« Hermes Retall Week — Supply Chain Leader of the Year
was our group supply chain director Robin Proctor,

+ Hermes Retail Week - Muluchannel Project of the
Year Award went to the Wickes National Delivery
Service

+ Hermes Retail Week — Grand Prix Award (Overall
Winner) was also awarded to the Wickes National
Dehvery Service

s The European Supply Chain Excellence Awards—
Public Sector was won Jointly by Bnuish Gas and Travis
Perkans for our collaboration project

In addition our marketing team won the ‘Best Use of

Direct Markeung' award at the Construction marketing

awards in Decermnber That was followed 1n February

2013 by the team winmng the award for "Best B2B for

1ts cusiomer hiestyle optinusation campaign at the Data

Strategy Awards.

Management changes
There have been few changes 1n our senior management
group dunng 2012
Chris Besworth was appointed managing directer of
Group spares a new role that wall facus on the mulo-
channel growth of spares across the Traws Perkins group
On 31 December 2012 Mo iqbal left our business,
six years after we purchased Tile Giant and he came
on hoard to oversee 1ts integration and expansion Mo
brought great expertise and knowledge to the Group
and has had a huge influence in the success of our tile
husiness We wish him well in his new endeavours

Outlook
I think 1t 1s important that I place an record my
apprecation for the work undertaken by all colleagues
in all our businesses and supporting functions The
success of our Group 1s founded on the quahty and the
commitment of people throughout our organisation
2012 has been anather testing year for them, but once
again, they have excelled Early tndicattons are that
in the short term certainly, 2013 may be not be any
better, but [ know that colleagues will cantinue to deliver
outstanding results regardless of the circumstances

We have many nitiatives underway to deliver
Imprevements across the Group, some of which [ have
descnibed 1 this report In 2013, we will continue to take
a balanced view when managing sales, seeking to protect
margin where necessary, but all the time ensuring that
our costs are well controtled In that way we will continue
to maxumse the advantage of our operational gearnng
and so sustain our overall operating margin

John Carter
Deputy Chaef Executive
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Financial achievements
2012 has been a year of consolidation as we have
cantinued to manage our businesses so they are well
positioned to take advantage of the opportumties that
will anise when our markets start toumnprove Our balance
sheet1s stronger wath lease adjusted net debt to adjusted
EBITDAR reducing from 3 4 times to 3 2 times, our
didend up by 25% and tn January 2013 we have secured
a £50m increase 1n our mediem term funding
Investment has been carefully targeted towards
projects that give the best short-term returns, in
particular Toalstation expansion our focus on lowenng
debt has reahsed a further £155m reduction 1n

underhying debt (before business acquisitions of £24m)
and we have made sigmficant progress on the BSS
synergy and integration projects

Our operating margin has improved and we have
maintained strong cost control, even though RPI
annual inflation 1n 2012 was 3 1% we have reduced our
like-for-like overheads by 2 3% whlst continming to
nvest n the business

Financial performance
The following table shows the Group’s key financial
performance mdicators.

2012 2011
Adjusted aperating profit to revenue 67% 66%
Group adjusted overheads to revenue 238% 23 6%
Profit before tax growth 162% 370%
Adyusted profit before tax growth 11% 369%
Adjusted earnings per share 951p 93 ip
Adjusted dividend cover 38x 47x
Free cash flow (note 35) £242m £294m
l.ease adjusted net debt to adjusted EBITDAR (note 36) 3% 34x
Adjusted pre-tax return on capital {note 37) 11 5% 113%
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“Investment has been carefully targeted
towards projects that give the best short-term |
returns, in particular Toolstation expansion.”

Financial results

Changes 1n turnover, operating profit and operating

margins have been discussed in the Chief Executives

Review of the year
Net financing costs before exceptional charges

have increased by £10m te £27m The primary cause

of the increase was £4m of mark-to-market losses

(2011 £4m of gains) from revaluing forward currency

contracts taken out durng the course of the year to fix

the exchange rate at which goods sourced 1n foreign
currency wall be purchased In addition, as ughlighted

11 last year s report, putting in place the Group’s new

borrowing facility increased interest costs by around

£4m The average Interest rate dunng the year was 39%

(2011 30%)

Pre-tax exceptional itemns of £31m were credited to
the income statement (2011 debit £14m) during the
year due to
« £15m (2011 £14m) of costs ansing from the BSS

Integration programme, which continues to progress

well

+ Sub-letting several vacant retail sites, for which
£6m of the exceptional onerous lease provisions,
estabhished 1n 2008, were released,

+ Applying the requiremnents of the International
Financial Reporting Standard relating to acquisttions
which resulted in a £36m non-taxable revaluation
gain n respect of the Group’s 30% investment
1n Toolstation immediately prior to the Group s
acquisition of the remaining 70% of 1ts shares,

- Farr valuing the outstanding consideratton for
Toolstation at the year-end resulted 111 a £4m credit to
the income statement

After exceptional 1tems profit before tax rese by £43m

to £313m, a 16 2% Increase (2011 £270m)

The tax charge was £54m (2011 £57m) If the impact
of the non-taxable exceptional items s excluded from
profit before tax and the £13m (2011 £13m) exceptional
deferred tax credit {caused by the 1% corporation tax
rate reduction 1 Apnl 2012) 15 1gnored, the underlying
tax charge was £65m (2011 £75m) That represents
an effective rate of 24 5% (2011 26 5%) We expect our
corporation tax rate to reduce furtherin the corming
years in line with government announced falls in the
statutory tax rate te 23 25%1n 2013 21 5% 1n 2014
and 21 0% 1n 2015 The reduction 1n the effective rate
from last year reflects the drop 1n the statutery tax rate
dunng the year

Basic earnings per share were 20 6% higher at 1089 I
pence (2011 903 pence) Adjusted earmings per share '
{note 11) were 95 1 pence (2011 93 | pence) There
15 no signshicant difference between basic and diluted
earnings per share and between adjusted and diluted
adjusted earnings per share
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Capital employed and balance sheet

Our balance sheet remains strong with over £2bn of net
assets and once again our calculations show there were
no impairments to the carmyng values of goodwall and
other intangible assets Across the Group our operating

i9
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assets continue to be highly cash and profits generative

Capital employed at the end of 2012 was £2 308m
(2011 £2,108m) The Group's adjusted pre-tax return
on capital for the year was 11 5%, (2011 11 3%), which
continues to be above our weighted average cost of
capital (WACC)

Dunng the year, the daily closing share prce ranged
between 794p (2011 711p) and 1,149p (2011 1,127p}
The shares closed the year at a price of 1,088p (2011
796p) ncreasing the Group's market capitalisation
over the year by 37% to £2 66bn (2011 £1 94bn) This
represented 1 2 times shareholders funds (31 December
2011 09 times)

Extracting value from our business assets
The Group’s property team has continued to make an
impaortant contribution to group profits by realising
£15m of gains (2011 £16m) from 10 projects The largest
centribution came from the St Pancras development,
the contract for which becamne unconditional in July
Property disposals realised £30m of cash 1n 2012, but
a further £9m of proceeds on the St Pancras deal does
not fall due, and so will not be recognised, until the
development 1s completed

At the year-end, the carrying value of our freehold
and long leasehald property portiolio was £287m (2011
£285m)

Pension fund performance

At 31 December 2012 the combined accounting net

deficit of the Group's defined benefit pension schemes

was £45m (2011 £34m), which represents an £11m

worsening over the course of the year The Travis

Perkins final salary pension scheme has a surplus of

£2m (2011 £19m), whilst the apggregate gross deficits

on the two BSS related defined benefit schermes totalled

£59m (2011 £65m)
Pasitive influences on the gross deficit in the year

were due to

+ Returns on scheme assets exceeding expectations by
£28m due to strong equity performance,

- The umpact of changes ininflation which reduced the
combined deficit by around £12m,

- £23m of excess contnbutions and £11m of ather
finance income

Two factors had an adverse effect on the combined

deficit

+ A 03% reduction in the discount rate to 4 6%, which
reflects another year of falhing yields on high quahty
corporate bonds has increased the deficit by £61m

+ The allowance for scheme expenence between the
2008 actuanal valuation and the 2011 actuanal
valuation of the Trawis Perkins scheme impacted the
deficthy £21m,

The tnenmal valuation of the Travis Perkins defined

beneht scheme for September 2011 was finalised dunng

the year The future service contnbution rate has been

ncreased to 13 1% (previously 11 5%) of pensionable

salanes [n addition, the employing companies have
agreed to increase their annual combined deficit cash
contnbutien by £2m to £15m backdated to September
2011 Future deficit contnbuttons will increase, although
not significantly, if the Company's investment rating
changes or dndends nse above a pre-agreed hrmt

The tnenmal valuation of the BSS defined benefit
scheme as at 1 June 2012 has been agreed with the
Trustees The future service coantribution rate, hased
on the projected unit approach is 10 3% In order to
eliminate the defioit, additional payments of £10m per
annum will be made over the ten years to May 2022

Hawing finahsed the tnennial actuarial valuations of
the Trawis Perkins and the BSS Group defined benefit
schemes, the cash contnibution to reduce the combined
deficits will increase by £5mn 2013 to £28m before
reducing to £26m thereafter

1n 2013 we will apply the new requirements of
1AS 19, the accounting standard on pensions for the
first ime This wall result in other finance income (a
non-cash 1tem) in the income statement reducing by
appraximately £12m

Continued focus on debt reduction
Net debt was £131m lower than the previous year-end
at £452m (2011 £583m) as a result of a contimung
focus on capital investment and working capital
management Free cash flow for the year was £242m
(2011 £294m) {note 35}, lower than 2011 partly as a
result of not repeating the prior year tax cash benefit
from the BSS acquisition

Gross capital and investment expenditure totalled
£110m {2011 £121m) £54m (2011 £55m) was spent
on capiial replacements, and £56m (2011 £66m) on
expansion

The peak and mimmum levels of daily borrowangs on
a cleared basis dunng the year ended 31 December 2012
were £827m and £468m respectively (2011 £949m and
£597m) The maximum month end cleared borrowings
were £682m (2011 £867m)

Toolstation
On the 3 January 2012 the Group acquired the
remaiming 70% of the 1ssued share capital of Toolstation
Lirmted for an inttial £24m with additional and final
consideratton becormng payable in early 2014 based
upan the performance and expansion of the busmess in
the year ending 31 December 2013

After taking mto account the requirements of the
purchase and sale agreement the cash payment in
201415 currently expected to be £51m This acquisttion
resulted in goodwll of £103m being recogmsed in the
balance sheet dunng 2012

Financial capital management
Strong financial captial management 1s a fundamental
component of the overall group strategy

The Directors are commutted to the generation of
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long-term shareholder value, which we believe will be

achieved through

- Increasing the Group’s market share via a
combination of LFL sales growth and targeted
expansion through acquisit:ans, brown fietd openings
and 1n-store development,

« Investing in projects and acquisitions where the
post-tax return on capital employed exceeds the
weighted average cost of capital of the Group,

+ Generating sufficient free cash flow to enable the
Group to expand 1ts operattons whilst funding
attractive returns to shareholders and reducing its
debt and penston deficit,

» Operating an efficient balance sheet, by structunng
saurces of capital to minmiruse the Group's weighted
average cost of capital consistent with maintaimng
an investment grade financial profile On alease
adjusted basis this would mean a ratio of net debt and
capitalised operating leases to EBITDAR would be less
than three times (31 December 2012 3 2 umes),

+ Maintaining long-termn adjusted divadend cover at
between two and a half and three and a half trmes
earnings (2012 3 8 imes)

The Group maintains a capital structure that 1s both

approprate to the on-going needs of the business and

ensures 1t remains within the covenant bmts that apply
to1ts banking arrangements

The capital structure 18 formally reviewed by the Board
as part of 1ts annual strategy review, but 1t 15 kept under
review by me throughcut the year As necessary, the
Cormpany will rebalance 1ts capital structure by raising or
repaying deht, 1ssuing equity or paying dndends
The Group's caprtal structure 1s intended to balance
equity and debt in a way, which comfortably retains
the Group's Investment grade status, maintains the
financial flexibihity for business development and
optimises the efficiency of its finance costs given that
the cost of debt 1s below the cast of equity This equates
10 a maximum lease adjusted net Debt /EBITDAR
target of sub 3 times ratio
The current preferred capital structure of the Group
consists of debt, which includes the bank borrowings
and the US private placement notes, cash and cash
equivalents and equity attnibutable ta equity holders
of the parent, compnsing 1ssued caprtal, reserves and
retained earnings However, the Board regularly reviews
the sources of debt avarlable to the Group with the aim
of maintaining both diversified sources and diversified
matunties

The Group 1s alse party to a large number of leases
most of which relate to premises occupied by the Group
for trading purposes Note 30 gives further details

about the Group's operating lease commiments At 31

Decermnber 2012 the annual rent roll for leased properties

was approxtmately £189m Our aim 1s to maintain a

ratio approxumating to 20% of properties owned, 80%

leased, by value

The capital structure of the Group at 31 December

compnsed
2012 2011
£m £m

Cash and cash equivalents 13¢ 79

Bank loans (264) (323)

US private placement notes at fairvalue  (261)  (279)

Loan notes 3 )

Finance leases {26) (20)

Liabihty to pension scheme (37) (37) :
Pension fund deficrt (45) (34) l
Equity attrtbutable to shareholders (2.308) (2.108)

Total balance sheet capital employed  (2,805) (2.725)

Operating leases (Bx property rentals) (1,512) (1,408)

Total capital employed (4317) (4.133)

Liquidity and funding
In addition to 1ts equity, the Group 1s financed through
a combination of unsecured bank borrowings and
unsecured guaranteed private placement notes at
fixed and floating rates of interest. The Board regularly
reviews the facihties available and seeks to maintain
them at a level sufficient to faciitate execution of its
strategy whilst ensuring that hquidity headroom will
cover reasonably possible contingencies

At 31 December 2012, the Group had a committed
UK bank facility of £739m and $400m of SUS private
placement notes i 1ssue In addition, 1t had £40m of
uncommuitted overdraft facihties The UK bank facility
expires in Apnl 2013 when 1t will be replaced by a
£550m revolving credit facility advanced by a syndicate
of 10 banks which runs until December 2016

Since the year-end there have been several changes
to the Group’s debt facilities On 26 January 2013,
7 years after they were 1ssued $200m of US setior
notes fell due for repayment The Board has decided
not to 1ssie replacement notes for the time being, so,
to mcrease the Group's iquidity headroom, it entered
1nto a new £50m bilateral commutted revelving credit
facility of hifteen-months duratien In addiion, to
reduce excess hquidity headroom on 1ts existing
syndicated loan facility £50m was prepard two months
early As aresult of these changes borrowing costs have
been reduced

The remaining $200m of funding from US senior
notes, which 1s available until January 2016, together
with the existing commutted bilateral and syndicated
bank facilities provide the Group wth the hquidity it
requures for the foreseeable future

At31 December 2012, the Group had undrawn
comnmutted facilities of £475m (2011 £475m) The
matunty profile of the Group s facihties 1s as follows
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Commutted facilities available at the year-end £m
January 2013 (fully drawn) 126
Apn! 2013 {£264m drawn) 739
January 2016 (fully drawn) 135
Commutted facilities at 31 December 2012 1,000

Known changes 1n 2013

January 2013 repayment (126)
New facility commtted to March 2014 50
Apnl 2013 repayment (739)
New facility commuited to December 2016 550
Commtted facilities from 4 Apnl 2013 735

Effective financial nsk management
The averall a1 of the Group's financial nsk
manageiment pohcies 1s to mummise potental adverse
effects on finaneial performance and net assets The
Group manages the principal financial nsks wathin
policies and operating parameters approved by the
Board of Directors and does not enter into speculative
transactions Treasury activittes, which fall under my
day-to-day responsibilities, are managed centrally under
a framework of policies and procedures approved by and
monitored by the Board

The Group s policy 15 to enter into denvative contracts
only with members of its UX banking facihty syndicate,
provided such counterparties meet the minumum rating
set out in the Board approved derivative policy

The Group's hedging policy 15 to generate its preferred
Interest rate profile, and so manage 1ts exposure
to interest rate fluctuations, by using interest rate
denwvatives Currently the policy 1s to maintain between
33% and 75% of drawn borrowings at fixed interest rates

The Group has entered into a number of interest
rate denwvatives designed to protect it from fluctuating
Interest and exchange rates on its borrowings At
the year-end, the Group had £175m notronal value
of interest 1ate denvatives ixing mieresi rates on
approximately 39% (2011 38%) of the Groups cleared
gross debt (before cash and cash equivalents) In total
53% (2011 66%) of the Group’s gross debt s at fixed
1nterest rates

The Group settles its currency related trading
obligations using a combination of currency purchased
at spol rates and currency bought 1n advance on forward
contracts !ts policy 1s to purchase forward contracts for
between 30% and 70% of 1ts anticipated requirements
twelve months forward At 31 December 2012 the
nermnal value of currency contracts, all of which were
$US denomunated, was $113m

To protect itself against adverse currency movements
and enable 1t to achieve 1ts desired interest rate profile
the Group has entered into 4 cross currency swaps and 4

farward contracts in respect of its $400m of $US private

placement notes
In summary, the key pomnts of our financial nsk

management strategy are that we-
« Seek to mantain a strong balance sheet,
= Accord top prionty to effective cash and working
capital management,
- Mamtain borrowang facihity hquidity headroom of
over £100m and continue good relatienships with our
bankers,
- Manage counterparty risk by raising funds from a
syndicate of lenders, the members of which maintain
mvestment grade credit ratings,
- Operate within comfortable margins to our banking
covenants
+ Theratio of net debt to EBITDA (earmngs before
interest, tax deprecration and amortisation) has to
be lower than 30 1t was 0 95 at the year-end {note
36),and

« The number of times operating profit covers
interest charges has to be a Jeast 35 tumes and it
was 131 times at 31 December 2012

+ Have a canservative hedging policy that reduces
the Group s exposure to currency and interest rate
fluctuations

Gomg concern

After reviewing the Group's forecasts and nisk

assessments and making other enquirtes, the Directors

have formed a judgement at the time of approving

the financial statements, that there 1s a reasenable

expectation that the Group and the Company have

adequate resolrces to continue In operational existence

for the foreseeable future Forthis reason they continue

to adopt the going concern basis in preparing the

financial statements
In arrvang at their opimon the Directars considered

the

» Groups cash flow forecasts and revenue projections,

= Reasonably possible changes 1n rading performance,

» Commtted facihnies avalable to the Group to late
2016 and the covenants thereon,

- Group s robust policy towards hqudny and cash flow
management and

- Group management’s ability to successfully manage
the principal nsks and uncertainties outhined on
pages 44 and 45 dunng penods of uncertatn econormic
outlook and challengirtg macro economic conditions

LY Mugdon Sendery

Paul Hampden Smith
Finance Director
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Statement of Principal

FOR THE YEAR ENDED 31 DECEMBER 2012

A number of factors affect the operating results,
financial condition and prospects of each of the

regarded as a complete and comprehensive statement
of all potential nsks and uncertainties Additional nsks

businesses in the Travis Perkins Group This section and uncertainties that are not presently known to the
descrbes the nisk factors that are considered by the Directors, or which they currently deem immatenal
Directors to be matenal, their potential impacts and the may also have an adverse effect on the Group's operating
factors that mitigate them However, these should net be results, financial condition or prospects
RISK DESCRIPTION IMPACT RISK MITIGATION
DIRECTION

Market conditions

The Group’s products are sold to
tradesmen and retail customers for a
broad range of end usesin the built
environment The performance of the
market ts affected by general econorme
condiions and a number of specific
drnivers of construction and DIY activity
including housing transactions net
disposable income, house price inflation,
consumer confidence Interest rates and
unemployment

Competitive pressures

Market trends particularly in respect of
customers preferences for purchasing
matertals through a range of supply
channels and not Just threugh our
tradiional compettors may affect the
Group's performance so makimng traditional
branch based operations less relevant

Public sector buying groups could reduce
sales if public bodies chose to buy direct
from the manuiacturers

Disintermediation may become more of
a threat if manufacturers decide to deal
directly wath the end user

Information technology

The operations of the Group depend
on awide range of complex IT systems
operating efficiently and effectively

The rapid expansion of the Group together
with an increasing demand for iT services,
particularly as we embrace modern and
future platforms such as mult-channel
could result in development pragrammes
being delayed

Increasing levels of cyber crime represent
a significant threat with the potential

to cause loss of system availabihty or
financial loss

Adverse
effect on
financial
results.

Adverse
effect on
financia!
results.

Adverse
effecton
financial
results.

Adverse
effect on the
Company’s
reputation

The Board conducts an annual review of strategy which includes an
assessment of likely competitor actvity market forecasts and possible
future trends 1n products channels of distnbution and customer
behawiour

The Group maimtains a comprehensive tracking system for lead
indicators that influence the market for the consumption of buillding
matenials in the UK

Sigmificant events including these in the supply chain that may affect
the Group are monitored by the Executive Commitiee and reported to
the Board monthly by the Group Chief Executive

Changes to market practice are tracked or: an on-going basis and reported
to the Board each month

We are bwlding our mult-channel capabihities so they cemphment our
existing operations and provide our customers with the opportuntity to
transact with the group as they wish

The Group 1s leading the industry in terms of the development of new
and innovative supply sclutions, and warks closely with customers and
suppliers on a programme of contmuous improvement of current models

We continue ta refine our pricing strategles to ensure we retain our
competitiveness

The Group’s branding strategy allows 1t to use sites flexibly Alternative
space utihsation maodels are possible including maimntaiming smaller
stores and implanting addittenal services into existing branches.

The strategic demands of the business, resources available to [T
performance levels of key systems and IT secunty are kept under review
by the Executive Committee

Maintenance 1s undertaken on an on-going basis to ensure the resthence
of group systems, with escalation procedures operating to ensure any
performance 1ssues are resolved at an early stage Our three data centres
muror each other with data precessing switched from one to the other on
aregular basis. An [T disaster recovery plan exists and 1s tested regularly
tagether with the busimess contimnty plan wath arrangements n place
for alternative data sites for both trade and consumer bustnesses. Off-site
back-up routines are in place
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Colieague recruitment, retention and succession

Many colleagues have worked for the Group for some
considerable tme dunng which they have gained valuable
knowledge and expertise

The abihity to recruit retain and motivate sintably qualified
staff 15 an important dnver of the Group's overall performance

Ensuring successton for key positions throughout the Group1s
important if 1t 15 to continue to be successful mn the future

Avarding recession fatigue amongst our key management
layers and ensunng a continuous flow of innovation in the
Group

Supplier dependency and direct soureing

The Group s the largest customer of many of 1ts suppliers.
In some cases those supphers are large enough ta cause
significant difficulties to the Group if they become unable to
meet their supply obligations

Alternative sourcing 1s available but the volumes required and
the nme 1t may take those supphers to increase production
could result in sigmficant stock-outs for some congiderable
time

We have rapidly expanded our direct sourcing capabilities,
which has increased the Group's reliance on overseas factortes
preducing preduct This increases the Group's expasure to
sourcing, quahty, trading, warranty and curfency 1ssues

Potential for European anti-dumping legislation to be extended

to cover further Asian countnes so increasing the cost of some
imported praduicts,

Defined benefit pension scheme funding

The Group1s required by law to maintain a2 mimmum funding
level 1n relation to 1ts on-going obhigattons to provide current
and future pensians for members of its pension schemes who
are entitled to defined benefits

Some 15sues could adversely affect the funding of these
obhgattons including poor performance of the pension fund
mnvestments and mereasing longevity of pension scheme
members

The level of contnbutions required from the Group to meet
the benefits promised in the final salary schemes will vary
depending upon the funding position of those schemes.

TRAVIS PERKINS ANNUAL REPORT AND ACCOUNTS

IMPACT
DIRECTION

Inabihty to
develop and
execute our
development
plans

Competitive
disadvantage

Adverse

effect on
financial
results

Adverse
effect an the
Companys
Teputation

Adverse
effect on
financial
condition

RISK MITIGATION

The Group Hurnan Resaurces Directar moniters
staff engagement and wurnover by job type and
reporis to the Executive Commuttee regularly

and to the Board annually Succession plans are
estabhished for the most seruor positiens within the
Group and these are reviewed annually

Our reward and recognitien systems are actively
managed to ensure high!evels of employee
engagement

Awde-range of training programmes are in

place to encourage staff development, whilst
management development programmes are used
to assist those identified for more senior posiiions

Salanes and other benefits are benchmarked
annually to ensure that the Group remans
competinve

The commercial and financial teams monitor the
financial position of the Group s key supplers
Where possible, contracts exist with more than one
suppler for key products

The Group has made a sigmficant investment i
a new Far East infrastructure to support its direct
sourcmg operanun

Comprehensive checks are undertaken on the
factones producing product the quality and
suttability of that product before 1t1s shtpped to
the UK

All of the Group s final salany pension schemes are
closed to new members.

For the Travis Perkins scheme pensionable salary
mnflation has been capped at 3% per annum

The scheme s iInvestment policy 1s kept under
regular review 1o ensure asset profiles are kept in
hine wath the profile of habilities
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Environmental Report
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|

FOR THE YEAR ENDED 31 DECEMBER 2012

Introduction
In 2012, we were awarded Retro Expo’s Qutsianding
Achievement Award in recogmtion of the positioning
work we have done to ensure we take advantage of the
low carbon construction econemy We have set targets
for 2020 and have invested to improve our analysis of
our supply chan carbon opporturities and liabilities
The environmental impact of all group actimtiesis
included 1n this report

Process improvements and outside influences
Management systems
The Group's cernfied Environmental Management System
now covers BSS and PTS, but does not yet fully cover
Toolstation or businesses not wholly owned by the Group
The strategic management of our envirenmental
approach was improved in 2012 by adopting key
envirormental metrics and targets out to 2020 We
regard responsible operations as both rmportant and
financially prudent Our zero waste to landfill ambition
has been transposed to a 2017 target By 2020, we
expect to reduce our carbon dioxide intensity by 48%

The effect of the law
What we do, and how we do1t 1s parually a response
to regulatory dnvers We estimate that 1t cosis us
£2 2 mullion in direct fees to comply wath current
environmental regulations We have increased our
direct advocacy and interestin industry bodes like the
Construction Products Association {CPA), Brittsh Retai!
Consortium (BRC) and the Green Bullding Council (GBC)
so we can help achieve better regulation

Opportumties from environmental regulation such as
The Green Deal, which officially launched on January 28
2013, have yet to matertalise — however, we expect this
to build gradually as consumers become more informed
Trawis Perkins and our Green Deal Provider Partner
Torga, were among the first organisations to create an
approved Green Deal Plan The Travis Perkins Tonga
Green Deal proposition wall allow customers to gain
access to this growing market opportunity as it develops
over the coming years

The effect of stakeholder views

In 2012, excluding regular support for our contractor
customers tendenng activities and rontine dialogue
with WWF CPA, BRC, GBC or our own environimental

adwisory bodies, we spoke to approxamately 200 people
or organisations about our environmental approach
Regreitably, 28 of these (30 in 2011) were complaints
We recogmse that from time to time conflicts can anse
with neighbours, or we wall have supplhied matenals
customers regard as lacking enwironmental credentials
On each occasion we seelk to listen react and agree
changes where possible

Encouragingly, we had a positive engagement with
1nvestors in 2012 about our enwvironmental approach
and this has improved the level of disclosure in this
report Wherever possible, we now mclude absolute
levels of emissions or consumption and an indicator
stating the level of measured versus estmated data

Our strategic prionties, thermes and objectives
are formally reviewed regularly against solicited
ot unsolicited commentary we receive about our
environmental approach along with the feedback from
our Non Executive Environmental Advisory Panel We
believe this makes our approach more effective and
closer to stakeholder expectations

What we report
For the 2013 calendar year we will report under the
proposed Green House Gas mandatory reporting rules
and restate comparatives to ensure consistency For 2012
data wereviewed the calculations of our metrics, which
are produced hy combining measured, estimated and
extrapolated data, but did not matenalty change them
We have increased our content of environmental
mnformation an the Web and in other pubhcations and
have continued to have this report and tts contents
verified by Lloyds Register of Quality Assurance A copy |
of the venfication statement 1s downloadable from the
Travis Perkins ple envitonment web pages

Buying Responsibly
Timberand timber products

In 2012, we estimate that 90% by value of the timber
and timber products purchased by the Group was from
certifred well managed or controlled forests

Over 85% of the timber data comes from our central
sales records, wath the remaiming estimated

All centrally purchased major tmber product groups
are either fully certified or a plan for full certification
1s underway By 02 of 2013, all matenals we import
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directly frorn outside of the EU, which are the focus
of the EU umber regulations (EUTR), will have the
assurance of full chamn of custody from credible
certification schemes

However, we are now faced with the prospect of
constderable supply uncertainty and sigruficant
upheaval to our 1nternal processes as the certification
bodies adapt from being a voluntary label of
environmental quality to a compliance tool under the
EUTR Whlst we are confident the change will happen,
the iming and requirements are unclear, and therefore
we have chosen not to engage with colleagues and local
supphers until we can communicate clear expectations
This engagement 15 vital to achieve and sustan full
certification with 10% of tumber still specified and
purchased locally by our merchant branch managers
We have therefore reluctantly concluded that, given the
shert amount of time remaning, we will not achieve
100% certified timber and tumber product purchases
by 2014 as we had hoped Our new target for 201415 to
purchase 95% of umber and timber products by value
from credibly certified well managed or controlled
wood sources

Resource efficiency
In 201 2, we continued to source products with recycled
content and worked with our suppliers to reduce
packaging Wickes has achieved the 15% packaging
reduction target under the WRAP Home Improvement
Sector Commutment

We are currently examuining the Construction
Excellence/WRAP construction product resource
efficiency plans to determine how we might act to
deliver the greatest leverage and resource efficiency gain
1 2013 and beyond

We will measure our performance 1n this area with a
single resource efficiency target, which we are hoping to
setin 2013

Embedded impacts

How we manage carbon emissions in our supply chain
represents a significant, sustainable competitive
advantage In 2012, we embarked on a partnership
with Carbon River to model how much, and where
carbon was being emitted in the entire value chain

of our products and bought 1n goods and services We
propose {o use this measure as a broad indicator of our
environmental health and robustness We expect to
pubhsh our imial findings m mid 2013

Supply chain environmental management

We contrnue to scrutinise our supply chain for
environmentat nsk and require our partners to make

a commitment to environmental management Our
figures suggest that approximately 66% by value of the
products our merchant diision distributes come from
supply chains, which are regarded as responsible by

a BREEAM assessment helping our customers meet
higher building codes

Operating responsibly
Carbon dioxide intensity

In 2032, 101,954 tonnes of carbon dioxide were emitted
as a result of our consumption of energy (96,348 tonnes
1n 2011} and 104,602 tonnes of carbon dyoxide fram our
transport activities (104 082 tonnes in 2011)

Over 95% of the data 15 from measured sources with the
remainder extrapolated from expenditure on fuel

A combination of relatively benign temperatures,
more grid energy coming from renewable sources
and changing colleague behaviours has kept our
performance flat in 2012 despite increased vehicle miles
as a result of our supply chain network expansion

Out of hours electricity useage within the Wickes
estate has fallen by a cumulative value of 7% 1n 2012
over 2011 as a result of our Enwvironmental Improvernent
Scheme Approximately 400 branches now use route-
plannng software tomncrease vehicle efficiency leading
to fewer emmissions In total, we estimate that these
changes in behaviour have reduced carbon dioxide
emissions by 4,139 tonnes

We have chasen to concentrate on changing
behawiours 1n the early part of our carbon strategy,
as a cost effective way of keeping ermissions in check.
Addressing consumption choices will remain our priorty
in 2013 and 2014, even if this means that progress will
be modest Our previous targets were overambitious and
need to be revised Our new target 1s for a 20% reduction
by 2014 (20% by 2013 previously) Our carbon strategy
1s now based on achieving a 48% reduction 1n intensity
by 2020 (on our 2005 levels) with a 37% reduction by
2017 aganst the same baseline

Waste

In 2012 we created 41,241 tonnes of waste with 31,805
tonnes, 77%, being diverted from landfill (60% 1n 2011)

Over 95% of the data provided by our waste contractors
are measured and the remainder extrapolated on an
average branch-tonnage basis

in 2012, our waste to landfill intensity was at an all ime
low at 29 tornes per million pounds of yard and core
sales We confirmed our zero waste landfill target for
2017 and introduced a further intenm target of a 90%
reduction to landfill from 2005 levels by 2014

We have achieved aur leading performance 1n waste
management by having strong partnerships with waste
management companies particularly i respect of
our customer waste offering, a sennce that now turns
over £4 t million Here, Hippo Waste Solutions have
been helpful and we have worked together te develop
recychng solutions for managed service custorners and
our consumer kitchen and bathroom installer service
More excitingly our collaboration with Recipro in Wales
and the North West has enabled us 1o supply unwanted
stock to communty projects,

More managers are choeosing to intraduce branch-
recycling zones using the information provided by
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our Envirenmental Improvement Scheme [n 2013, we
are planning to introduce even more oppartunities for
managers to increase recycling through segregation to
reduce still further the component of our waste that goes
to landfill

Water

In 2012, we used 312.959 m* of water

Data provided by our energy bureau contractor
from invoices

Our water consumption 1s equivalent to 85m’ for every
mitlion pounds of sales We continue to actively identify
wregular consumption patterns and address their causes
and through these actions believe we will achieve a 45%
reduction on 2008 levels by 2014

Pollution prevention
Small a1l and paint spills continue to number most
amengst environmental incidents we expenence and we
have increased the pnionty accorded to dealing with these

In 2012, we recarded 16 incidents of which 13 needed
reporting to the regulator because of a potential nsk to
potlution of controlled enwvironments In each case the
regulator was satisfied with the remedial actions we
took and chose not to nvestigate further We were not
prosecuted for any environmental offence 1n 2012

In 2013, because we have raised the profile of effective
pollution prevention we are targeting a reductionin the
total number of incidents to less than 10

Selling responsibly

Sustainable building solutions

Sustainable Building Solutions (SBS), a business we
started in 2010, continued 1ts development 1n 2012,

with the launch of a sunte of new butld and retrofit
construction plans, providing the construction industry
with easy to follow guidelines to meet the changing
requirements of bullding regulations and the Code for
Sustainable Homes The SBS website now has over 400
pages of infermation on sustainable building, covenng,
products, specifications and practical advice In 2013
SBS will be heavily involved 1n delivenng the Green Deal
and ECO heme improvement measures, and continung
to bnng inmnovative products and senaces to the UK
construction market
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Selling certified timber and timber products

Our eustomers, both large and small, are Increasingly
concerned about purchasing well-managed tumber and
timber preducts and we anticipate this concern wall only
grow with the introduction of the EUTR We are well
placed to deal with such increased interest as we retain
one of the largest multi-siie Chain of Custody certificates
1n Europe, which means certified products are widely
available from our network.

We are really pleased that the UK Construction
Group has agreed a common position on both cerufied
matenal requirements and reporting, and welcome
the opportunity to work in partiiership wath our
customers on mproving timber traceabihty 1n the
construction seckor

4 1 {mf"

Geoff Cooper
Chief Executive
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Our Stay Safe philosophy and cbjectives
Health and safety continues ta be integral to everything
we do, from the Group Board nght down to each
colleague in every branch store, warehouse and
office We believe that all injunes are avotdable, but
we appreciate that achieving a zero injury rate 15 a
major challenige to a business of our s1ze and vanety
Nevertheless, we aim to be the leader in reducing and
elimnating workplace injures in our industry, and this
1s embodied in our ‘Stay Safe’ ethos This will require
dedicated effort and perseverance before we can be even
shghtly satisfied wath our performance It1svital that, as
an organtsation, we recognise our room for improvement
and remain open to challenge on new 1deas, equipment
and processes

Underpinning our Stay Safe philosophy 1s the
importance of reporting: not Just incidents that result
m injury, but near rmiss occurrences that we can learn
from and respond to wath actions to prevent our people
getting hurt 1n the future As a result, we have improved
both our online reporting tools and the subsequent
analysis and review of all iIneidents and near miss
occurrences We have recently raised the bar in terms of
what we now classify as a safe branch - we only regard a
store or branch as a safe sitef they report no incidents
of injury, but alsa report near muss occurrences and
Teceive a ‘green’ audit score for safety

All Stay Safe acuvity 1s reviewed by the Plc Stay Safe
Committee, which compnses me as Chairman with
Group Board members Ruth Andersen John Carter and
Robert Walker The Commttee met with representatives
of group management on three occasions dunng 2012
to discuss Stay Safe progress, and also visited several
sites, including one where we witnessed and reviewed a
re-enactment of a senous acaident

[ |

Background to cur Journey
Our journey to Stay Safe started 1n 2008 foliowing two
very serlous incidents in the previous two years

The transition to adopting Stay Safe
1974 Health and Safety at Work Act

1974-2007 Reactive and stay legal approach
2006 Senousinjury toone of our Keyline drivers

2006-2007 Review nisk assessments and
safe working procedures

2007 Fatality of a building site labourer during a
site delvery

2008 Stay Safe vision and imtiative created
Start of new Journey

Between 2008 and 2011 Sigmficant reduction 1n
accident frequency rate

2012 Responsibility for Stay Safe
devalved to our divisions

Data trends

Whlst there 15 no excuse far accidents the Group faces
many challenges our 3,400 vehicles make 7 8 rmulhon
delvenes every year, travelling 1n excess of 100 million
miles We would welcome any opportunity to refresh the
contacts we have had histoncally with our immediate
competitors and widen further this network mn order to
engage 1n meaningful exchanges in relation to safety
best practice and inngvations

Group accident frequency rates

our acaident frequency rate {lost time injunes versus the
hours worked) imtially fell then plateaued from 2009 to
2011 Ashght risen 2012 18 not accepiable to us and so
we have adepted a new approach to the way we manage
safety throughout our Group
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Lost ime injunesin 2012

The type of lost time 1njunes we expenenced has not
changed from 2011, despiie our prioritising training
activity towards preventing the most frequently
occurnng types of injury

*Other includes hit by a moving vehicle contact with machinery or
matenal being machined exposure to a harmful substance 1njured by
an ammal ar physically assaulted by a person

Non-colleague injuries during 2012
789 injurnies to peaple not employed by the Group were
reported 1n 2012 (2011 729) of which 64% accurred in
our Consumer division The majanty were minot (shps,
trips, falls and cuts), however two incidents resulted 1n
major injuries and one tragically resulted in a death in
one of our branches

All of these very regrettable 1ctdents have or are
1n the process of heing thoroughly nvestigated, any
lessons learned wall be acted upon

Our organisation structure

In 2011 weimproved our Stay Safe performance,
however we felt that next stage on our Stay Safe journey
was increased ownershup of safety at the busimess level
At the end of the first quarter of 2012, we reorgamsed
our group safety team to ensure their focus mirrored our
dmisional structure and increase personal ownership
and accountability for Stay Safe amongst regional and
branch management teams This move allows each of
our businesses to tailor health and safety actions to the
specific 1ssues they face

Support from our Stay Safe central team
Our dmvisions can stll draw on the support of an expert
team of safety traners within our operational traymng
function Dunng 2012, they have trained more than
1,000 managers n accident preventton and reporting,
nsk assessment and on-site traffic management, as
well as promoting the adsption of a safety cultre tn
our branches

A small central team provides expert health and
safety advice by telephone and online to more than
2000 managers. The team also analyse all entnes in our
onhne injury reporting system, identifying statistical
trends that help our divisions pinpoint and tackle key
safety 1ssues

Over 40 semor managets are currently working
on Stay Safe projects as part of our semor manager
development programme, which 1s being run in
conjunetion with Ashndge

The strategy behind our approach

Devalning responsibihity and cultivating a more

comrmtted level of ownership 1s underpinned by

« Leadershp — our business leaders demonstrate that
they own and drive the Stay Safe message i their
business,

+ Personal responsibility and behef — all colleagues
beheving that all injuries are preventable and acting
accordingly

+ Stay Safe behawnour — our systems and safe operating
procedures being simate and reahistic whilst being
understood and followed by us all

We have worked hard to re-intone this philosophy 1n

all sur cammunications For instance at our Group

Conference In 2012, we presented all our business

leaders with a two minute video entitled 1 am not a

number’, involving a large number of colleagues from

across the business with the simple message Safety s

not about numbers, but always about people’ The wideo

can be viewed on YouTube com

Recent activities

Colleague opimions about safety

Our Stay Safe programme continues to yteld high
levels of awareness and buy 10’ from our colleagues All
our divisionat colleague opinion surveys during 2012
recorded that over 90% of our colleagues feel safe at
work’, that their manager gemunely eares about their '
safety at work and that they have received the Stay Safe

training they need to do thetr jobs safely
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Differences n Stay Safe performance
across our divisions and hrands
We recognise that when measured by thewr specific
accrdent frequency and seventy rates some divisions
and brands are further ahead in their Stay Safe change
process than others The mam difference in many
cases 15 that some have been more successful at
engaging colleagues with the Stay Safe journey Beyond
those differences in culture, values and attitudes, the
inconsistent approaches have been affected further by
the varying challenges each business has faced this
year 1n their trading patterns, resource levels, business
change projects — even the weather! Whilst our reporting
of, and learning from, actyal acaidents and from near
musses across all of our business continues to improve 1t
18 frustrating that this1s not translating inte consistent
performance improvements

We acknowledge that reahising our Stay Safe Vision
consistently across all divisions wall net be easy and will
demnand leadership, consistency of focus and attention
to detail to insul the required behaviours, culiure and
ways of working.
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“Stay Safe

is not about
numbers, it’s
always about
people”

Innovatlons in Stay Safe during the year

We have introduced a number of Stay Safe innovations

n 2012

+ Our group transport team has introduced a number of
1nitiatives to improve HGV vehicle safety including.

» Thentroduction of bag mpping vehicle grabs on our
dehvery larnes which removes the need to work at
height,

+ The trialhing of CCTV in lorry cabs which we belheve
will have a positive impact on dniver behawiour,

In 2013 we will

« Conunue our drive to win the hearts and minds of
colleagues, managers and business leaders in support

of our Stay Safe agenda,

« Recognise safe behavicur wherever and whenever it

occurs,

« Simplify and umprove our systems and procedures
and make clear the outcomes of non cotmphance

We are embarking on further research that wall

explore the hnks between our colleague engagement

» The tnalling of proxamuty sensors on vehicles to help
detect cychsts and more vistble ‘yellow lorry wing
IMITTOLS,

+ Qur Full Stop’ nitiative where all Supply Chain sites

survey data, safety metnes and busmess performance

measures We hope the findings wall increase the focus
of our business leaders and managers on the additional
changes we need to adopt to deliver the improvements

stopped work for anhour at 3am and 3pm on the
same day 1n August whilst members of the senior teamn
walked around the site, discussing hazards,

« Our Consumer division has introduced incident

and consistency 1n safety performance we seek

Culture change and local empowerment approach

stmulatiens to learn what can be done to prevent Expert Safety Safety
certain types of incidents, review culture culture
+ Branch managers Orgamisation change change
are bemg 1ssued cultural Orgamsation  Divisional
with a Stay Safe Predictors focus - focus —
wall planner aimed of acadents systems systems,
at reminding them Embedding values,
of the key practical safebehanour  Deliels, style
things they should by ahgning and staff
be daiag te maintain systems’ Specific
a safe branch to support change
change management
journey at a jouriieys
Supplier safety initiative local level using ‘cultural

Dunng the sumimer of 2012 we held our annual group-

suppliers’ conference This year it focused on our Stay

Safe strategy in arder to engage our suppliers in playing
a proactwve and collaborative role n our
safety programmes By making safety

predictors’ at a
local level

We need to keep focusing on those areas which show

integral to our commetcial relationship,
our message to suppliers 1s that ‘Safe
Suppliers are the Best Supphers’ A simple

a strong ink between organisatianal culture and injury
rates and where possible action further improvements
with those in place the resulting changes in behawour
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bui effective leaflet has also been produced
for 1ssue to all supphers to hetp them make
safe delveries to our premises

Looking ahead to 2013
We are encouraged that in 2012, 87% of our branches
were free from any reported lost time injunes In 2013
we will encourage and recogmise ali such branches by
creating a new Stay Safe high standard’ performance
measure, namely that of the 'safe branch’
To be 1dentified as a safe branch at the end of the
year, that locatton has to satisfy three key critena
+ No lost ume injuries have been reparted,
» Near muss incidents are being reported using our
on-hne reporting system,
« The Group s audit team has given its reglon a ‘green’
(12 good) audit score speaifically for its safety
performance

and culture will mean that our employees and
customers go home safely at the end of every day
The husiness impact we are seeking will
+ Increase employee engagement, morale and |

performance and not only in those areas hnked to

safety,

» Increase our safety performance and enhance our
Teputation as a safe place to work, to buy from and te

supply,

= Reduce our long-term-njunes so we have fewer lost
working days, which will improve customer service

AW
e

Andrew Simon

Chairman, Plc Board Health & Safety Comnmittee
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Directors

Chairman

Rohert Walker was appointed as a non-executive
dwrector i September 2009 and became Chatrman in
May 2010 Heis chairman of Enterpnse Inns plc and
Amencana International Holdings Ltd, and & sentor
independent director of Tate & Lyle PLC He was
previeusly chairman of W H Smith PLC, Wilhams Lea
Group Ltd and BCA Europe and Group Chief Executive of
Severn Trent Ple He spent over 30 years wath Procter &
Gamble, McKinsey and PepsiCo and has also served as a
non executive directar on a number of FTSE 100 and 250
boards He1s Chairman of the Nominations Committee
and a member of the Remuneration and Health & Safety
Commutiees

Chief Executive

Geoff Cooper joined the Company in Febnrary 2005

and was appoinied Chief Executive in March that year
He s a chartered inanagement accountant and had

a career 1n management consultancy before jorning
Gateway as Finance Director in 1990 In 1994 he became
Finance Drrector of UmiChem plc, subsequently Alhance
UmiChem plc (which later became part of Alhance Boots
plc), where he was appointed Deputy Chief Executive

n 2001 He 1s non-executive Chatrman of Dunelm
Group Plc and Chairman of the Construction Products
Association He is Charrman of the Executive Committee

Deputy Chief Executive

John Carter yoined Sandell Perkins as a management
trainee in 1978 He held a number of regional
management posittons before being appointed
Managing Director, Operations 11 1996, and a director
of Trawis Perkins plcin July 2001 He became Chief
Operatng Officer in February 2005 and was appointed
Deputy Chief Executive in December 2011 Heis a
trustee of the Building Research Establishment Heisa
member of the Health & Safety Commttee

Finance Director
Paul Hampden Smuth served as Finance Director
throughout 2012 and retired from the Board on
28 February 2013

Tony Buffin 1s to be appointed as Finance Director
on 8 Apnl 2013 He1s a chartered accountant and joins
us from the Coles Group in Austrahia where he was Chief
Financial Officer from 2009 He was formaily Chief
Financial Officer of the Loyalty Management Group
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Ruth Anderson was appointed as a non-execuiive
directorin 2011 She1s a chartered accountant and held
anumber of positions 1n KPMG (UK) from 1976 to 2009,
being a member of its board from 1998 to 2004 and Vice
Chawr from 2005 to 2009 She 15 a non-executive director
of Ocado plc She s a memnber of the Audit and Health &
Safety Commuttees

Chns Bunker was appointed as a non-execative director
1n 2004 Heis a chartered management accountant

and was Finance Director of Thames Water plc, from
2000 until March 2004 He was previously Finance
Director of Tarmac PLC and Westland Group PLC He:s
a non-executive director of D S Stith Plc and formerly
was a non-executive director of John Mowlem & Co ple,
Baltimore Techniologtes ple and Xansa PLC He was the
Senior Independent Director until January 2013 and s
Chairman of the Audit Commuttee and a member of the
Nomnatiens and Remuneration Commuttees He wall be
retining from the Board 1n October 2013

John Coleman was appointed as a non-executive
director 1n 2005 He s a chartered management
acrountant and Chairman of AGA Rangemaster Group
ple He has previously been Chairman of Holiday

Break ple, Chief Executive of House of Fraser plc and
Cheef Executive of Texas Homecare and of a number

of businesses within Burton Group PLC He succeeded
Chns Bunker as Senior Independent Director in January
2013, and 1s a member of the Remuneranion, Audit and
Nominations Committees

Philip Jansen was appointed as a non-executive
director 1t April 2009 He 1s Chairman of Brakes Group,
Group Chief Executive of Worldpay and a semor advisor
to Bain Capitalthe private equity group He1s also a
trustee of the chanty, Wellbeing of Women He has
previously been Group Chief Operating Officer and Chief
Executive of Europe for Sadexo Chief Operating Officer
of MyTravel plc and Managing Director, Consurner
Dviston of Telewest Commurnications PLC He has

also held seror pasitions with Procter & Gamble

and Dunlop Slazenger Group He s a member of the
Remuneration Committee He will be retinng from the
board in May 2013

Andrew Simon OB E was appointed as 2 non-executive
director 1n 2006 He 1s a non-exacutive director of
Finning International Inc {Canada), Management
Consulting Group plc, SGL Carbon SE (Germany),
Exova Group plc Icon Infrastructure Management
Limited (Guernsey) and Bntish Car Auctions He was
previously Deputy Chairman of Dalkia ple, Chairman
and / ar Chief Executive of Evode Greup plc and has
also held non-executive directorships with Severn
Trent Plc, Ibstock PLC, Laporte Plc, Associated Bnush
Ports Holdings PLC, and Brake Bros Holdings Ltd He
1s chairman of the Remuneration and Health & Safety
Committees
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Corporate Responsibility Statement
- ______________________}

FOR THE YEAR ENDED 31 DECEMBER 2012

The Company has not produced a separate corporate responsibility
statement in the report and accounts since 1t beheves these

matters are sufftcienthy important to receive the personal attention
of individual directors rather than nsking less focus through the
exercise of callective responsibihity Instead, full details of those areas
normally covered by such a repart are contained either in the reports
of the directors responsible for such matters, or i1n a separate report,
as explained below

Environment
CEQ, Geoff Cooper, responsibility - Environmental report on pages
46t0 49

Health & safety
NED Andrew Sumon, responsibility - Health & Safety report on pages
501052

Supply chain
Deputy Chief Executive - 1ohn Carter's review of the year

Employees
Deputy Chief Executive, John Carter's review of the year and

Community relations
Chief Executive, Geoff Cooper s review of the year

The Board takes into account, environmental, social and governance
matters inits conduct of the Company's business The Board beleves
that 1t has adequate information to idennfy and assess the major
environmental, soctal and governance nsks and as part of the system
of mnternal control recetves reparts on the nsks assoctated wath these
matters The Board hasreceived bnefings on such matters dunng 2012

o
Robert Walker
Chairman

Committees and Professional Advisers

Secratary
A S Pike

Audit Committee
C 1 Bunker (Chairman) R. Anderson, ] Coleman

Rernuneration Committee
A H Simon {Charman), C J Bunker,] Coleman, P Jansen, R Walker

Nominations Comimittee
R Walker (Charman), C 1 Bunker, ] Coleman

Health & Safety Commuttee
A H Smmon {Chairman), R Anderson,] P Carter, R Walker

Executive ommuittee

G | Cooper (Chief Executive and Committee Chatrman)

1 P Carter (Deputy Chief Executive)

A Buffin (Finance Director) (with effect from 8 Apnl 2013)
K Appleton (Chairman, General Merchanting Division)

N G Bell (Group Development Director)

3 Bird (Chairman, Consumer Division)

A 1 Dawidson {Chairman, Speciahist Merchanting Diviston)
C Kavanagh {Group HR Director)

M R Meech {Group Property Directer)

A S Pike (Company Secretary & General Counsel)

R D Proctor (Group Supply Chain Director)

P Tallentire (Chairman, Plumbing & Heating Division)
1 1 Van Qosten (Chief Infermation Officer)

Investment Bankers / Adwnisors
HSBC Bank plc Nomura [nternational ple

Corporate Broker
Citibank Credit Suisse

Bankers
The Royal Bank of Scotland ple Barclays Bank ple
Lloyds TSB Bank plc

Solcitors.
Linklaters LLP, London Clifford Chance LLP, London

Auditor
Deloitte LLP London

Regstrars.
Capita Registrars, Beckenham




Corporate Governance
L/

FOR THE YEAR ENDED 31 DECEMBER 2012

UK corporate governance code

We explain below how the Company has applied the pnnciples and
provisions of the UK Corporate Governance Code (the Code) 1n 2012
We do so by reference to the five mam sections of the Code Where
practicable, we have comphed early this year with changes to the
Code, and with forthcoming regulations on executive remuneration
reporting which will not technically apply ta the Company untit next
year's annual report

1 Leadershup
The Company 1s governed by a board of directors of which I am
Chairman In addition, there are three executive and five non-
executive directors Geoff Cooper 1s Chief Executive Chns Bunker
was the Sentor Independent Director throughout 2012 and untit
succeeded in that role in January 2013 by John Coleman Ruth
Anderson, Philip Jansen and Andrew Simon are also independent
non-execubive direciors

The Board has a schedule of matters reserved to it, which
1s reviewed annually No changes were made in 2012 Its key
responsibihities are for overall group strategy, pehicy on corporate
governance approval of expansion plans and major capital
expenditure, consideration of significant financial and operationat
matiers and the Company's exposure to key nsks It also reviews
the strategy of the mdividual businesses, their annual budgets and
progress towards the achievement of those budgets and long-
term objectives Legislative, environmental, heaith and safety and
employment 1ssues are also considered The Board has also approved
awntten statement of the dmvision of key responsibilities between
myself, as Chairman, and the Chief Executive, again, we review this
annually and no changes were made in 2012

The Company maintains directors £ officers’ insurance i respect
of the nsk of claims against directors This 1s reviewed annually

All directors have direct access to the Company Secretary and
may take independent professional adwice in the furtherance of their
duties if necessary

Communication
As Chairman, I take care to ensure that each director 15 able to make
an effective contnbution wathin an atmosphere of transparency

PLC Board Audit
No Ne
Number of meetings 12 4
Attendances
R Anderson 11
C J Bunker 12
J P Carter 12 -
] Coleman 12 4
G I Cooper 12 -
P N Hampden Stmith 11 4
P Jansen 12 -
A H Simon 12 -
R Walker 12 4
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and constructive debate I agree the agenda for board meetings in
conjunctton with the Chief Executive and the Company Secretary
Agendas are hased upen an annual plan but also include matters of
particular interest or concern to the Board at any particular time
1 discuss the meeting papers with any direcior who 1s unable to
attend a meeting, to obtain that director’s view prior to the meeting,
1 also manitor the mformation provided to the Board to ensureitis
sufficient, imely and clear, 2nd the Board reviews the adequacy of this
informatian as part of its annual evaluation process, descnbed helow

I make a habit of contacting all the non-executive directors in
advance of Board meetings, to suggest the key 1ssues for discussion
dunng the meeting, this also helps the directars to prepare, dunng
their reading of the papers 1n advance of the meeting

I'maintain regular direct contact with the executtve directors and
keep the non-executive directors informed of matenal developments
between board meetings | have regular mastly weekly meetings with
the Group Chief Executive and meet from time ta ume throughout
the year with the Finance Director and Deputy Chief Executwve | held
a nunber of meetings dunng the year with all the non-executive
directors, without the executive directars being present

Board meetings
We held twelve Board meetings 1n 2012 (two by conference call)
One meeting was dedicated to consideration of the Company's leng-
term strategy Nine meetings included either wvisits to parts of the
Company's operattons, presentations by senior executives on ther
areas of responsibility ar, 1 one case, a visit to the factory of 2 major
suppher The latter wisit was prompted by a recommendation in the
previous year s externally-conducted performance evaluation, in
which 1t was suggested the Board have more contact with its wider,
external partners Non-executive directors also made ndividual visits
to operational sites [n addition to theregular hoard meetings, key
financial information 1s circulated to directors outside of meetings
The number of beard and comimittee meetings attended by each
director (in whole or 1n part) dunng the year 1s detatled in the table
below The larger number of Remuneration Commuttee meetings 1s
unusual and was prompted by the need to give full cons:deration to
the Group's proposed new replacement deferred share bonus plan
{see Remuneration Repaort, page 65)
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Remuneration Nemination Health & Safety  Executive
No No No No
9 5 3 12
- 5 9 -

9 5 - -

- - 3 11
9 5 - -

9 3 - 12
2 - - 12
8 5 - -

9 5 -

9 5 3 -
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Board committees
We have five board commuttees the Audit Commuttee, the
Remuneration Commuittee, the Normnations Commuttee, the Health
& Safety Commuttee and the Executive Commuttee, which operate
within defined terms of reference, which we review annually These
are avallable on the Company’s website or may be abtained from
the Company Secretary The minutes of committee meetings are
circulated to all the Directors

The Executive Committee 1s chatred by the Group CEO and 1ts
memhers are hsted on page 56 Other executives are invited to attend
from time to ume 1n retatton to specific matters The main purpose of
this Committee 1s to assist the executive directors in the performance
of their dutiesn relation in particular to
- Strategy, operational plans, policies procedures and budgets,
« The momtonng of operational and financial performance
= The assessment and contral of nsk,
« The pnorusation and allocation of resources
Thts committee 18 1n the process of estabhshing a number of sub-
committees to carry out more detatled review in areas such as trading
performance or financial control, which will allow the commuttee to
focus on key strategic 15sues

2 Effectiveness

The Board 15 satisfied that I and the five non-executive directors are
all independent In particular, none of the specific circumnstances
set out 1n Code provision B 1 1 apply Appowntments of new directors
are made hy the Board on the recommendation of the Neminations
Comumittee | chair that Comumittee and all the other members are
independent non-executive directors A report of the Commtttee’s
wark 1n 201215 on page 75

Appointments
With regard to the appemntment of non-executive dizectors, our policy
15 to recruit people of the highest cahbre, with a breadth of skills
and expenence appropnate for the Company s business We support
the principles of the Davies Review and the need for a diverse range
of atinbutes among board members, although we do not intend to
commut to specific quotas We use search firms who have committed
to abide by the voluntary code of conduct which followed the Davies
Review We will establish a diversity policy dunng 2013 as required
by the Code We will report on this next year

Non-executive directors are appownted for a penod of three years,
at the end of which the appointment may be renewed by mutual
agreement It 1s the Board's policy that non-executive directors should
generally serve for six years {two three-year terms) and that any
term beyond this should be subject to a nigorous review This review
takes into account the need for progressive refreshing of the Board,
matntenance of a balance of skills and expenence and the particular
requirements of the Company at the ime of the possible extension

Non-executive directors do not have a service contract but each has
recerved a letter of appointment These appointments expire on the
following dates and the length of service at that date 15 also shown
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Ruth Anderson October 2014 (3 years)

Chris Bunker October 2013 (9 years, 9 months)

John Coleman February 2014 (9 years) |
Philip Jansen Apnil 2015 (6 years) !
Andrew Simon February 2015 {9 years)

Robert Walker Septemnber 2015 (6 years)

The letters of appointment wall be available for inspection at the
Annual General Meeting,

Chns Bunker has now served on the Board for over 9 years However,
with the arnval of a new Finance Director in Apnl 2013, and as the
Board will be conducting a key strategic review in the Autumn of this
year, 1t was agreed that the Board would greatly benefit from retaining
Chns’ skills and expenence far a few mare months He wall therefore,
now retire from the Boaard in October 2013 The Chairman consulted
with major shareholders who were supportive of this extension

Regrettably, because of the extent of his other executive
commitments, Phalip Jansen has also decided ta retire from the Board
with effect from the end of the Annual General Meeting in May 2013

Induction

We have an induction process for new directors, which 1s facilitated
by the Company Secretary In particular, this includes a programme
of meetings with senior management in both operations and central
functions and visits to a range of branches and stores [ ensure that
all drrectors recewve appropriate tramning on appointment and then
subsequently as required, taking into account the need to update
their skills and their knowledge of the Company s business Non-
executive directors are also regularly pravided with information on
forthcoming legal and regulatory changes and corporate governance
developments, and briefings on the key nsks facing the Company
including those 1dentified in the Carporate Responsibility statement
on page 56

Executive mentoring by NEDs

Since 2011, and conscious of the potential impact of the Group's
growth on communication between the Board and senior
management, we have adopted a new approach to invelving our
non-executive directors (including myself) more closely with the
indmndual businesses Each nen-executive director1s allocated to
one or more of the Group's businesses and ane of the Group's central
funcuions to mentor duning the year The precise processis left to
each non-executive director to decide, but involves a programme of
contact and meetings with the management of those businesses or
functions, and a number of site wisits The ntention 1s to give the
non-executive directors a better understanding of our businesses
and functions, their people and strategies, while allowing them

to use their skills and expenence to bring a fresh, independent,
viewpolnt 1o those parts of the Group This mentenng arrangement
will continmien 2013




Evaluation of performance

During the year, the Board undertock an evaluation of its

performance and the performance of its cormrmttees and the

individual directors The Board's policy 1s to engage an external
facihitator to assist this process every three years, while recognising
the difficulty in finding fully capable expertise in this area It

15 a fact of hfe that new government regulations often spawn

new businesses and it has been Board members expenence

that individuals who set out to provide this service in the past

were stmply not fit for purpose Previously the Board has very

successfully utihsed the service of Egon Zehnder, one of the largest

praviders of board evaluation services in the UK since there has
been no conflict of interest Going forward, we are encouraged to see
the emergence 1n the past year or so of more professionally qualified
evaluation service providers

Hawving appomted an external facilitator in 2011,1n 2012 the Board
carried out an internal review of 1ts performance This entailed each
director and the company secretary completing a questionnaire
about the performance of the Board and its comrmttees which

was followed by interviews wath the Chairman, who subsequently

prepared a report, which was presented to the Board 1n December

Chns Bunker, as senior independent director also conducted a review

af the performance of the Chairman on which he reported separately

to the other directors Having considered the outcome of these
reports, the Board believes that it has operated effectively dunng

the year but 1t will focus on a number of areas in 2013 where 1t may

further improve 1ts performance Those areas are

« Succession planning, including among non-executive directors,

+ Support for the further development of management development
programmes,

+ The development of financtal reporting to the Board,

* Recemng mdependent views from external sources, whether
through discussions or site visits, to gain greater insight n to best
practice in a nuimber of areas

In 2013, the Board wall conduct an internal review of its performance

Re-election
Al the AGM, all directars (except Phulip Jansen) will submit
themselves for re-election As a result of the board evaluation exercise,
as Chairman I am satisfied that each director continues to show the
necessary level of commutment to the Group, and has sufficient ime
available to fulfil his or her duties, to justify their re-election The
other directors, in a process led by the Senor independent Director,
have reached a similar view 1n regard to my own re-election, and in
particular have recogrused that my appointment as chairmar of
Enterpnse Inns dunng 2012 has not affected my commutment to and
time avatlable for my role at Traws Perkins

The Board believes that there 1s presently a blend of skills and
expenence among the non-executive directors, which 1s appropnate
for the Group The sklls required for our Board include expenence
m the merchanting and retall sectors, capital project and MBA
evaluation and expenence of tnternational markets, as well as
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the essential understanding of financiat controls and accounting
background An understanding of information technology will
become increasingly important

3 Accountabhty

Arteview of the perforzance of the Group s businesses and the
financial positien of the Group 1s included in the reports of the Chief
Executive, the Deputy Chief Executive and Finance Director set out
on pages 20 to 43 The Board uses them, together with my statement
on pages 18 and 19 to present a full assesstnent of the Company's
position and prospects, its business model and its strategy for
delivenng that model The Directors respansibilities for the inanaial
statements are described on page 80 Their consideration of the
Group as a going concern 18 dealt with in the Finance Director's report
on page 43

Internal control
The Board 1s responsible for the Group's system of internal control
and for reviewingits effecuveness In the design of the system of
internal contrel, consideration has been given to the significant nsks
to the business, the probability of these nsks mamfesting themselves
and the most cost effective means of controlling them The threat
posed by those nisks, and any perceived change in that threat 1s
reviewed quarterly by both the Executive Commuitee and the Board
The system manages rather than eliminates nsk and therefore can
only provide reasonahle, and not absolute, assurance against maternal
musstatement or loss

The day-to-day operation of the system of internal control 1s
delegated to executive directors and senior management, but the
effectiveness of the sysiem 1s regularly reviewed by the Audt
Commuttee and the Board in a process that accords with the
Turnbull Gudance

Risk assessment
The Board and the Executive Commttee recelve reports on specific
areas of nsk at each meeting, 1n accordance with a rolling timetable
They also receive reports of Internal Audit rewews If appropnate,
these reports include recommendatiens for improvement in controls
ot for the management of those nsks Measures to integrate nisk
management processes mnto the Group s aperations, to extend
awareness of the importance of nsk management and to ensure
that recommended improvements are implemented are regularly
reviewed and refreshed Senior executives are asked, each year,
to confirm the adequacy of internal controls in their areas of
responsibility 1dentifiy any control weaknesses, and to confirm the
accuracy and completeness of information given to the directors and
to the external auditors This process was extended further through
the management structure i 2012

In conjunction with the Audit Commuttee, the Board has carned out
an annual review of the overall effectiveness of the system of internal
cantrol and risk management, during the year and up until the date of
approval of this Annual Report
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Audit committee and auditors

The Board has estabhshed an Audit Cammttee consisting of three
mdependent non-executive directors lts key respensibihities and a
descnption of its work 1n 2012 are contained n its report, which 1s set
out on pages 61 to 63

4 Remuneration
The Board has established a Remuneration Comrmttee consisting
of the Chawman and four independent non-executive directors
Its responsibilities include remuneratton policy, a review of the
performance of executive drectors pnor to deterrmiming their
remuneration and the approval of incentive arrangements, including
performance crnitena The remuneration of the non-executive
directors 1s deterrmined by the Board as a whole, except that the
Remunetation Comrmittee makes a recommendation 1n respect of the
Chairman’s fee No director plays a part in the discussion about his
OWTI remuneration

The Commttee’s key responsibilities and a descnption of s work in
2012 are contained 1n 1ts report, which 1s set out on pages 64 and 74

5 Relations wath shareholders

The Company encourages two-way communicatian with both its
nstututional and private investors and responds promptly to all
enquiries receved In 2012, the Chairman, the Semor Independent
Director and the executive directars either separately or together
attended a large number of meetings with analysts, and with
shareholders representing about 55% of the 1ssued share capital In
particular, three strategy presentations (including site visits), were
held for analysts and investors during the year We also make 1t clear
that the Semor Independent Director 1s available as a direct contact
for shareholders if theywish The Chairman and executive directors
report to the Board on any meetings with sharehelders or analysts In

addition wrntten reports about the Company by analysts or brokers
are circulated to all directars
As regards governance 1ssues, the Chairman aims to meet

with major shareholders shortly after the previcus year's annual

shareholders meetng These meetings are dehberatety imed early in

the year so that the Board can consider and respond to shareholder

concerns well 1n advance of the followang year's annual report and

shareholder meeting 1 normally contact our 20 largest shareholders

to ensure the widest consultation posstble and particularly, given

market volatility, to ensure that the views of a shareholder who

substantally increases its stake dunng the year have been fully

taken into account.

Aswell as sending the annual report to shareholders, duning the

year, the Company published 1ts interim results on 1ts website,

1ssued two interumn managerment statements, and one further trading

update Shareholders receve at least twenty working days notice

of the Annual General Meeting at which all directors are available

for questions and a short business presentation takes place Each

substantive 1ssue 15 the subject of a separate resolution [ announce

the numbers of proxy votes for and against each resolution at the

meeting, after the voting has taken place, and these numbers are !

subsequently published on the Company's wehsite ‘
|
\

Corporate governance comphance statement
Tam pleased to report that the Company has complied throughout the
year ended 31 December 2012 with the provisions set out in the Code

o
Robert Walker
Chairman



Audit Committee Report

. ________________________________]
FOR THE YEAR ENDED 31 DECEMBER 2012

As Chairman of the Audit Commuttee, I am pleased to report below on
the Committee’s activities In 2012

Role of the audit commuttee

The Commuttee 1s pnimanly responsible far

+ Thentegnty of the financial statements of the Company and
any formal announcements relating to the Company's financal
periormance, and reviewing significant financial reporting
judgments contained therein,

+ Reviewing the Company s internal financial controls and its
internal controt and nsk management systermns,

* Momtoring and reviewing the effectiveness of the Company’s
internal audit function,

+ Reviewing the audit plans of the external auditors and for
momtering the conduct of the audit,

* Reviewing the external auditar s independence and objectivity and
the effectiveness of the audit process taking mnto consideration
relevant UK professional and regulztory requirements,

* Reviewing and implementing the Company s policy on the
engagement of the external auditars to supply non-audit services,
taking into account relevant guidance regarding the provision of
non-audit services by an external audit firm,

+ Canducting any tender process for the provision of the external
audit, and making recommendations to the Board, for a resolution
to be put to the shareholders m relation to the appomntment and
remuneration of the external auditors

Shortly after each meeting, | report to the Board on the work of the

Comimttee tdentifying any matters where 1t considers that action or

improvement 1s needed, and make recommendations as to the steps

ta be taken
The Commuttee’s full terms of reference are available on the
Comnpany's website or on request te the Company Secretary

Composition of the audit commuittee

Iwas Chairman, and Ruth Anderson and John Coteman were
members, of the Commutiee throughout 2012 All members of the
Comrmuttee are censtdered to be independent and have considerable
financial and commercial expenence from a vanety of corporate and
professional backgrounds in partcular, the Board considers that
both I and Ruth Anderson have the recent and relevant financial
experience required by the UK Carporate Governance Code (see also
the board profiles on pages 54 and 55) The Company Secretary1s
secretary to the Commttee

Meetings and attendance

The Commuttee held four meetings dunng 2012, and attendance at
the meetings 1s shown on page 57 [ also invited the Group Chairman,
the Chief Executive, the Finance Director, the Deputy Chief Executive,
the Group Financial Contraller, the Director of Bustness Risk and
Assurance and the external auditor to attend the meetings At each
meeting I gave the external auditor and the Director of Busmess

Risk and Assurance the opportunity to discuss wath the Committee
any matters which they wished to raise without the presence

of management In addinon dunng the year, 1 held a number of
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meetings with the Director of Business Risk and Assurance and

with the external auditors, without managernent being present
Committee members meet regularly wath operational and functional
staff throughout the year and participate in relevant technical update
programmes [ am sausfied that the Commiitee recewved sufficient,
rehable and umely information from management to enable 1t to
fulfil 1ts responsibilities during the year

Main activities of the commattee dunng the year

At our meeting mn February, the Commttee reviewed the annuat

financial statements of the Company It took into account regular

management accounting information, a report from the internal
auditors on internal control matters and the external auditors' report
on the canduct of their audit, their review of accounting policies and
areas of jJudgment in the financial statements and their comments on
statements concerning risk and 1nternal contrel A similar review was
undertaken at the July meeting when the intenm statements were
considered During the year the Commttee also reviewed

« Lessons learned from the process to integrate the BSS Groups
financial systems, the costs of that integration, and the assocated
exceptional items,

= Thempairment testing of goodwill and other non-monetary assets
and the accounting processes and disclosures related thereto,

« The accounting treatment of the acquisition of the remaining share
capital in Toolstation in January 2012

= The progress of traiming on the Bribeny Act,

+ The Company’s tax management and its complance with

tax legislation, the tax 1mpact of significant projects, and the

relationship with HMRC,

An evaluation of the Commuttee's wotk carned out as part of the

Board evaluation process referred to on pages 58 and 59

1 subsequently reported to the Board on this evaluation,

+ The Committee's terms of reference, changes were recommended
to the Board 1n the light of changes to the UK Corporate Governance
Code,

» Comments received on its 2011 report from institutional investor

bodies,

The effectiveness of the system of internal inancial contral and

the systemn for monitering and reporting on risks faced by the

Group, the Commuttee considered these systems to have been

effective duning the year

+ The terms of reference strategy staffing, processes and

effectiveness of the internal audit department taking into account

the results of an exercise to benchmark 1ts performance agamst
other companies

The status of actions taken 1n response to recommendations

ansing frem internal and external audit work,

The effectiveness of the Group's whistleblowing’ pelicy,

- The pohicy on engagement of the external audtor for non-audit
work, as referred to below and the policy on the employment of
anyone previously employed by the external auditor,

« The plans presented by the external auditor for conduct of the
year-end audit and half-year renew including the related nsk
analyses, terms of engagement, fees and letters of representation,
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+ The effectiveness, independence, and objectity of the external
auditor taking mto account inforrmation and wrntten assurances
prownided by Deloitte LLP, an its quahty and independence controls,
and its ethical standards, and reports of the FRC Audit inspection
Unut,

» The secunty of the Group's information technology systerns,

« The Group's systems for ensuring the eligthility of employees to
work 1n the UK,

» The Group's accounting policies, forthcoming changes to
International Financial Reporting Standards and other regulations,
and the Financial Reporting Counail's 2012 repart and guidance
notes,

+ The effectiveness of the Group's policies and processes for fraud
prevention

No matters of matenal sigmificance were identified by the auditors

during the year and there were no material audit-related matters that

were discussed with investors Two members of the Committee are
also membets of the Remuneration Commmttee The Audit Cornmmttee

18 satisfied that the Group s remuneranion policies are compatibte

with a robust control environment and good stewardship
The key areas of nsk and sensttnty the major accounting

policies, and the principal assumptions with regard to fair values

are described in the Annual Report and notes to the accounts The

Commuttee reviewed these during the year and after taking into

account discussions with the Financial Reporting Council’s Conduct

Committee about imparment calculations and disclosures (see note

13 to the annual report and accounts), and after including some

additional disclosures in the Group's 2012 annual report and accounts

the Commttee was satisfied that they were appropnate

External auditor

We place great importance on the effectiveness and independence

of the external auditor and, together with them, are careful to ensure
their objectivity 1s not comprormsed At our October meeting, the
auditors presented their plans for the forthcoming audit together with
their proposed fees and mformation on how they ensure that their
objectinity and independence are not comprormsed Deloite LLP (or
1ts predecessor firms) 15 a leading international audit partnership,
and was first appointed as auditor te group cornpames more than 20
years ago There are no contractual restnictions on the Group with

Permitted work

Audit related Non-audit related

Actnaties required by Tax comphance services

law or legislation to Tax advisory services,

be :ndenaken by the Public reporiizig on Investment
Auditors, circulars and similar documents,
?e“ewsl"f 1fmenm Private reporting to sponsers and
inancial information simlar parties in connection with
Managed service reports investment circulars and similar
1o housing assoctations documents,

and local authonties

Employee beneht plan andis

regard to their appaintment In accordance with current professional
standards, the partner respensible for the audit changes every 5
years, the last change accurred 1n 2010

The Commuttee considers that Deloitte provide a high quality,
efficient and cost effective audit service Accordingly, following our
February 2013 meeting at which we reviewed the 2012 audit process,
the Commitiee recommended to the Board that reselutions be put to
shareholders at the Annua) General Meeting for the re-appointment
of the external auditer, and to authorise the Directors ta fix their
remuneration It 1s the Group s intention to put the audit out to tender
at least every 10 years, n accordance with the recent change to the
UK Corparate Gavernance Code, and to do so1n 2014, the last year
before the Deloitte audit partner 1s due o change The tender process
wll be completed 1n time for the 2015 year-end

One of the Cornmuttee’s responsibilities 1s to ensure corphance
with the Board s policy 1n respect of services provided by and fees
patd to, the auditor Audit fees, which are regularly compared with peer
compantes by the Committee, are imtially negotiated by the Fiance
Director, but are then approved by the Commuttee The palicyn
relanon 1o other services that could be prowided by the external auditor,
which has been approved by the Board, can be summansed as follows

General pnnciples

There 15 a presumnption against the external auditor providing non-

audit services and they should only be chosen to carry out such work

where 1ts nature makes 1t maore cost effective and efficient 1o select

adwisors who have a good understanding of the Group or the work 15 of

a particularly confidential or specialist nature The externial auditors

should net provide non-audit services where either the nature of the

wark or the extent of such services might impair their independence |
or objectivity 1n carrying out the audit Any engagemnent of the [
external auditor for non-audit work with a fee over £25,000 requires |
my approval :

Areas of work

Our policy sets out certain non-audit services where 1t would be usual
to engage the external auditor because they are best placed to adwise
the Group and their independence would not be compronmsed and
those where their engagement 1s not permitted i am consulted in
relation to any proposed work not covered by the hst below

Prohibited work

Book-keeping and work related to the preparation of accounting records
Financial information system design or implementation

Appraisal and valuation sernces,

Internal audit services

Actuanal services

Farensic wark,

Recruitment services

Secondment of staff to a supenisory or management position

Prowisian of investment advice, broking or legal seices.




Value of work

Non-audit sernces require approval as follows

+ Up te £5,000 —no formal appraval 1s required provided the wotk 15
perrmitied under the hist referred to on the previous page,

« £5,000 10 £25,000 — Finance Director,

+ £25,000 to £50 000 - Finance Director and Commuttee Chairman

+ £50 000 and above — Finance Director and Commuttee Chatrman
follawing a competitive tender

Formal approval by the Committee 1s also required if the apgregated

level of forecast fees for non-audit services exceeds 50% of the

statutory audit fee.

Reporting

The Finance Birector reporis twice yeariy to the Committee on fees
for non-audit services payable 1o the auditors

As shown 1n note 5 to the accounts, dunng the year the Auditors were
paid £431k (2011 £401%) for audit-related work, and £129k (2011
£299k) for non-audit work.

The principal items of non-audit fees related te renewing the
Group s intenm announcement to shareholders and sundry tax
advice Inwiew of Deloitte’s detailed understanding of the Group's
operations and accouniing palicies, and being mindful of future
Auditor reporting obligations the Audit Commuttee decrded that it
was appropriate for Deloitte to undertake this work. In addition, £347k
(2011 £119k)} of fees was paid 1o other accounting firms for non-audit
wark, including adwvice to the Remuneration Commuttea

The Comrruttee undersiands that the total fees paid by the Group
to Delonte 1n 2012 amount to Jess than, 0 03% of Delaitte’s UK fee
income and considers that the Auditors independence has not been
impaired by the non-audit fees paid 1n 2012
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Internal audit

As well as tts reviews of the internal audit department’s strategy

and processes, as descnbed above, dunng its meetings n 2012, the
Commuttee Teceived presentations from the Director of Business
Risk and Assurance, about the results of work undertaken by the
department, and approved its nsk-based plans for work in 2013 The
Comimittee was satisfied with the overal effectiveness of the internal
audit function

Overniew

As a result of our work dunng the year, and taking into account the
result of the Board and Commuttee evaluation process desenbed on
page 59, the Committee considers that it has acted in accordance
with 1ts terms of reference and has ensured the independence,
ohjectvity and effectiveness of the external and internal auditors
The Commuttee has also concluded that the Group’s internal control
and nsk management systems were effective dunng the year

T'will be available at the Annual General Meeting to answer any
questions ahout the wark of the Commuttee

\ _

Chns Bunker
Chawman, Audit Comrmmittee
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Directors’ Remuneration Report

5 AR A e

FOR THE YEAR ENDED 31 DECEMBER 2012

Introduction

This report sets out the Group’s remuneration pehcies for 14s directors
and senior executives and descnbes how thase pohcies are apphed 1n
practice

Unaudited information

Remuneration committee chairman'’s statement

Dear Shareholder,

Ag an ntroduction to our remuneration report, I want to hughhght the
key features of our remuneration pelicy and describe haw these relate
to the strategrc achievernents of the Group This executive summary
will fali into three parts, the eontext of our remuneration approach,
including strategic goals, pay and incentive challenges and sutcomes
in the year, and future pnorties

Context

We rematn committed to a remuneration policy that provides value for

shareholders whilst retaining and motivating top quality executives

+ Remuneratnon should be competitive and contnbute to the delivery
of short and long-term shareholder value

+ Remuneration should contain stgnificant performance related
Incentive elements,

+ Al colleagues should be able to share in the success of the Group
through participation 1n both annual bonus schemes and longer
term share plans

The key strategic achievements which have driven the share price
from around £2 23 on 5 December 2008 to £12 52 at the ime of
writing this repert were

+ Decisive and robust unplementation of an emergency plan to
manage costs and trading margins through the worst downturn in
construction n living memory

- Transformatton of the Group, through acquisitions and supenor
orgarnic growth, to become the largest UK distnbuter and retatler
of building matenals from 1ts previous number 3 pasition in the
market,

» Development of a balanced business model, selling all main
matenal types to all main customer types, reducing segment nsk

» Creation of market leading propositions in our tradmg businesses,
leading to market outperformance and providing a platform for
growth through network expansion,

+ Development of onhne trading capahilities through acquisition and
expanston of the fastest growing nattonal hghtside multi-channel
business, and use of this model to accelerate the multi-channel
propositians of core businesses,

» Creation of value adding shared central functions that support
our trading businesses, capturing synergies across category
management, buying, finance, supply chan and technology

+ Strengtherung management capabilittes through the recruitment
and development of members of the Group's Executive Commitiee
and middle management,

« Adjusted EPS growth of 2 1%

+ Free Cash flow generation of £242m
Our short and long term mcentive performance measures are

directly linked to drving and rewarding strategic growth imbatives

and include the following EPS, TSR, Cashflow ROCE and broader

goals such as market share and health & safety

During the past 5 years, the basic salary increase of the executive
committee and executive directors (other than through promotion }
has averaged 2% pa it Line with all other colleagues in the business

Over the same periad anly 37% of vanable pay potential has been
tnggered, despite sur management team's supenor performance
relative to competitors, which reflects the depressed state of the
construction market

Pay and incenuve challenges and outcomes

2012 was a very busy year far the Rermuneration Comimttee The
full review of executive rermnuneration | mentioned in my statement
last year was completed As a result a number of changes were
contemplated and we undertook an extensive consultation exercise
with all our major shareholders Further information on these
proposals 1s attached in the separate letter from our Chairman In
addition, the Remuneration Commuttee needed to consider and
determunie the appropnate salary increase to reflect the promaotion
of John Carter to Deputy Chief Executive as well as remuneration
arrangements for Tony Buffin, aur new Group Finance Director who
joins in 2013, replacing Paul Hampden Smith who wll retire from
the Groupn September 2013 Agatn, we consulted with our major
shareholders on both matters and the outcomes are described below

Deputy Chief Executive Officer

Asmmdicaied 1n last year's report, we comrmssioned specific external
benchmarking work to assist us n determuining an appropriate
remuneration package for John Carter s new role The Commttee
considered a number of factors including external market data from
independent experts and agreed that his base satary should increase
1o £500,000 per annum with effect from the date of is appointment
The structure of s total remuneration package will remain
unchanged We consulted with our major shareholders on this matter
and agatn, we were pleased that a majonity supported this decision

New Group Finance Director
Tony Buffin1s due to join the company on 8 Apnl 2013 as Group
Finance Director He was previously employed by a company in
Austraha and had sigmificant awards of earned, but deferred, cash
compensation which he forferted when he resigned

The structure of his remuneration package with Travis Perkins
will be the same as other executive directors The only addition
will be a special, one-off award of deferred shares granted to him
because they were vital in secuning his services He will be required
to nvest from his own resources £500,000 in the Campany’s shares
and will inreturn receive a share award on a 2 1 basis, half of which
wll vest after 1 year from the award date and the balance vesting 2
years from the award date, subject to continuing employment and
performance targets n relation to his functicn being met Other
terms of the award which will be granted pursuant to the authonty
contained 1n Listng Rule 9 4 2 R(2), will reflect the terms of the
2007 Share Matching Scheme Full details of the award, as required
by Listing Rule 9 4 3 wll be disclosed 1n the next year's Directors’
Remuneration Report

It 15 important to note that this one-off award only partally
compensates Mr Buffin for the awards he has forfeited Major




shareholders consulied on this matter were generally very
supportive of this arrangement

Other

In hine wath all other colleagues at management grades in the group

Executive Directors were not awarded an increase in basic pay n

January 2013 This means that for the sixth successive year the same

basic salary increase percentage has been applied to all management

levels The Remuneration Commmittee has agreed to review the
position again in July 2013, when all management may hecome
entitled to an increase of 1 5% being the award given to colieagues
below management grades in January 2013 Any increase made
dunng the year will not be backdated

The Committee 1s delighted that more than 1,300 colleagues
benefited from another pay-out under the Group s Sharesave Scheme

In addition to this, executives henefited from the partial vesting of

awards under the Performance Share Plan (PSP) and, for the first

tune, full vesting of awards under the Share Matching Scheme (SMS)
Our executive directors are entitled to awards of up to 27% of their
maximum epportunty undet the Annual Bonus Plan as a result

of the Group parually meeting the targets set for 2012 {which are

descnbed in more detail later in this report) These targets were set at

a more stretching level in 2012 evaluated by considenng the likely

value of nsks and opportunities pertaining to the Group’s annual

budget. In 2012 the net nisks were valued at the outset of the year at

a hugher level than 1n previous years In 2013, the level of stretch has

mereased yet further

- Annual bonuses for Executive Directors are hinked to performance
on EPS ROCE and strategic developments The relevant sirategic
achievements dunng 2012 were Successful delvery against plans
for the second year of integration of the BSS businesses, ncluding
over achievement of synergy targets and design and mnital
mmplementation of new IT systems based on Travis Perkins’ proven
merchanting technology

- Continued growth and roll aut of the Toolstation business and
branch network following acquisition of the remaining 70% of
Toolstation's equity 1n January 2012,

» Further growth and deployment of Category Management Global
Sourcing and Supply Chain activities, achieving gross margin
benefits ahead of plan, offsetting some margin pressure from an
Increasingly tough trading environment as the year progressed,

+ Development of strategic partnerships and investment in acinvities

to position the Group strongly as a pravider of sustainable building

retrofit solutions ahead of the launch of the Green Deal

Successfully inaling and launching a pilet for co-ordinated nattonal,

regtonal and area distnbution facilinies to support the phased

ntraduction of multi-channel trading for all Graup businesses.

A proportion {20% of total bonus opportunity) of Executive Directors’

and other semor managers  honuses are based on achievernent

of quantified targets on a balanced scorecard covenng financial

metrics, relative performance on sales, market share and returns,

potential for growth, business capabilities and business quality This
scorecard wdentifies annual targets that lead to a five-year amhition
for development and performance of the bustmess The Remuneration

Commuitee judged that management achieved performance on

this scorecard at 60% of potential, with particular shartfalls agamst
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streiching targets on metncs for health and safety and cash flow
return on invested capital Executives are awarded a bonus within the
range determined by the Remuneration Commuitee, with the position
In the range deterrmined by the behaviour and atutude displayed by
each indvidual, as assessed by thewr supenor and reviewed by the
CEQ, Deputy CEO and Group HR Director

Future priorities
We intend to maintain a strong correlation between the strategic
dnvers for shareholder value creation and the metncs used for long
term and short term incentive schemes We wili cantinucusly seek
to improve our communication with shareholders both through
learmings and guidance from the final BIS proposals as well as the
open dialogue with sharehelders which has been very helpful in
shaping our thinking over the last 12 months

Following the successful integration of the BSS group of
companies 1t was necessary to plan for the next stage of our
development to ensure that remuneration continues to support
our aim to build sustamable shareholder value and give our senior
managers opportunities to share im our success

After a penod of extensive consultation both internally and
externally with our major shareholders the eventual praposal was
as follows

“One change 1s proposed for vaniable pay We plan to replace
the current Annual Deferred Bonus Plan wath a revised plan which
does not increase the level of cash bonus potential, but provides an
opportunity for an increased deferred share bonus A matenal further
condition that would be applied 1s that If the total shareholder return
falls to meet future targets, that part of the bonus being delivered as a
deferred share award would be subject to forfeiture conditions

Under our proposal, the executives cannot benefit from this
element of annual bonus unless shareholders have the opportunity to
henefit at the same time We believe that these proposals represent a
significantly more stningent and shareholder-orented approach than
found elsewhere

The remainder of the remuneration package will rematn
unchanged, although a significantly increased shareholding
requirement for the executive directars 1s proposed of two times basic
salary up from the current one times salary policy”

The full remuneration package 1s detailed i the policy table shown
on pages 66 and 67

The Commuttee believes that the propesals, outhned above and
in full detail in the separate Chairman’s letter, will support the
Company achieving its goals and we are pleased that a majonty of the
shareholders we consulted gave their support.

In all, we had 30 discussions (either n person or teleconference)
with 14 major shareholders and representative bodies

Our remuneration policy

Our Remuneration Policy 15 first and foremaost designed o support
the group goal of creating sharehalder value through consistently
outperforrmng 1 our markets With thisin mind we continue to
focus eur efforts on achievng the nght blend of fixed and vanzble
remuneration and ensunng thai our senior executives are paxd at
a level appropriate to the size of our group We are mundful of our
responsibilities to other stakeholders, especially employees, and
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take mnto account remuneration elsewhere in the Group when setuing
pay for semer executives A key pnnciple apphed for directors and
colleagues throughout the Group 1s that base salanes should be
competitive and set at the median for the relevant comparator group

Appropnate levels of incentives are Just as important External
guidance recetved indicates that over the longer term, more than 50%
of total remuneration should be performance related The framework
we now have 1n place means that if all incentives vested at their
maximum, 80% of tatal remuneration would be performance related
In determmming our palicy, all associated nsks are considered, so that
the overall remuneration structure and targets in incentive schemes
do not give ise to any undue nsk taking

We believe that 1t 1s impertant for alt our most senor executives
to build up a shareholding in the Company and so going forward we
are increasing this requirement for Executive Directors to two times
basc salary Participation it our long term incentive schemes wall be
restricted or withdrawn if the required shareholding 1s not acquired
and maintained At 31 December 2012 all senior executives had
exceeded their target level of holdings

We take into account a number of factors when setting targets for
our incentive schemes Taken together, they represent a balance that
means executives should not be unduly rewarded for one-cff, shart
term factors Instead, performance over and above stretching targets
should result in greater shareholder value and, in turn, higher rewards
for executives

Key elements of remuneration

PURPOSE AND
LINK TO STRATEGY OPERATION

Base salary

Remuneration elsewhere 1n the Group
The Committee takes into account remunetation packages avallable
to all colleagues when considenng executive pay As with many
compames, senior management participate in a wider rage of
ingentives than the majonty of colleagues We recognise that we have
to operate on this basis to attract and retain high-quahity managers
Al calleagues are entitled to a competitive remuneration package
that includes basic pay, bonus, pension Sharesave, Buy as You
Earn shares, colleague discount, a range of voluntary benefits, tax-
efficient childcare vouchers and pard annual leave We have recently
taken steps to ensure that all colleagues will have life insurance
covern 2013
The Group operates a nurnber of penston schemes and 15 1n the
process of streamlunng these arrangements as penslons auto-
enrolment approaches Over 10,000 colleagues are active members
of a Group pension scheme Contribution rates made by the Graup
range from 1% to 20% of salary under the defined contnibution
scheme whilst over 2,400 colleagues are active members of a defined
benefit scherne where company contribution rates will be 10 3%
for the BSS Group scheme and 13 1% for the Travis Perkins scheme
None of the executive directors are active memhers of a company
penston scheme, prirnarily as a consequence of recent changes in
tax rules {nstead, the Company pays a gross cash allowance at 25%
of salary As this allowance 1s fully taxed, unlke the contnbutions to
an approved pension scheme, the equivalent net benefit for executive
directors s currently 12% of salary

PERFORMANCE METRICS

Core element of
total package
essential to support
recritment and
retention of top
qualty executives

Benefits

Maintain
competitive
package with range
of benefits for the
directer and their
family

Pension

Help executives
provide for
retirement. Auds
Tetention

Reviewed annually as at 1 January Factors influencing
decisions include

Role, experience and indindual performance

Total group salary budgets,

Pay awards elsewhere n the Group,

External market,

General economic envirenment
Benchmarked aganst FTSE 75-125 companies and sector

Drrectors are entitled to-

Private medical insusance,

Income protection

Annual leave - 28 days,

Fully expensed company car o cash alternative-
Life insurance at 5 umes salary

No director actvely participates in a defined benefit
pension scheme A cash allowance at 25% {gross) of base
salany 1s paid to each director This 1s subject to statutory
deductions and results 1n a net benefit of 12% of salary

None

Nane

None




PURPOSE AND
LINK TO STRATEGY

Deferred share bonus plan

Rewards
achievement of
annual financial
and key; business
strategy objectives

Rewards personal
performance
measured agamst
key objectives

Deferred element
encourages longer
term shareholding.

Clawback and
forfeiture provisions
discownage excessive
nsk taking and

short term outlook
ensunng that
executive and
shareholder interests
are aligned

Perfarmance share plan

Incentivises
participants to
delwer key fimancial
targeis over a longer
term

Helps retain top
quality executives.

Share matching scheme

Encourages
participants to buitd
up a shareholding 1n
the company
Incentivises
participants to
deliver key financial
targets over a longer
term

Helps retam top
quality executives

Shareholding requirements

Algns the mterests
of executives and
shareholders.

TRAVIS PERKINS ANNUAL REPORT AND ACCOUNTS 2012

OPERATION

Targets are set annually in hne with the
performance metncs (see aside)

Relative weighting of metnes subject to
disctetion of Commuttee annually

Total bonus level 15 determined after the year
end based on achievement of targets

50% of the total banus wall he paid i cash within
4 months of the year end

Remainder of total bonus deferred in share bonus
bank. No withdrawals from benus bank until
afteryear2

Fromyear 3 annual withdrawal of 50% of shares
held in bonus bank

Shares n honus bank subject to clawback and
forfeiture

Far 2013 the maximum opportunity will be

CEQ 180%

DCEO 150%

GFD 150%

There wall be no mncreases to these percentages in
future years without prior shareholder approval

Awards 1n the form of ml-cost options, are made
annually to participants.

Awards vest after 3 years subject to achievement
of performance measures (see aside)
Participants will only participate 1f they meet the
shareholding requirements set by the Cormmuttee
The maximum annua! award for all executive
directors 15 150% of salary

Participants are Invited ta participaie annually

Each parucipant buys shares from their own
resources with a vatue of up 50% of their past-tax
base salary

Matching share award on a 2 1 basis made to
each parucipant

Matching share award 1s 1n the form a mil-cost
option which wall vest after 3 years subject to
achievemnent of performance target (see aside)

Formal requiremertts (not valuntany guidelines)
apply to directors and senior executives.
Participation it long-term incentives will be
scaled back, or withheld, 1f the requirements are
ntot met and maintamed.

From 2013 executive directors are required to hold
shares valued at two tnes salary within 5 years.

PERFORMANCE METRICS

Bonus measures and welghtings.

EPS 50%

ROCE 30%

Business strategy 20%

Financial targets based on group Annual Operating Plan
{AOP) wath no bonus paid f outcome 15 less than 95% of AOP

The target bonus levels are 50% of the maximum.

Shares held 1n the bonus bank are subject to forfeiture if target
share prices are not achieved Target share pnees are hased
upen the average share pnce duning the bonus year inclusive
of a compounded long-term equity rate of return {currently
8%)

The banked shares are spht into two equal tranches. Tranche
1 vests if after one year, by companson to the highest 30 day
average share pnce dunng the perntod the target share pnce
15 met If the target share pnce 1s not met 50% of tranche 11s
forfeited

Tranche 2 vests1f after two years, by companson to the
highest 30 day average share price duning the period, the
target share pnce1s met H the target share price 1s not met at
the end of two years 50% of tranche 2 15 forfeited

In determining achievement of target share pnces dividends
paid per share dunng the penod will be added

Performance measures and wetghtings are

EPS growth 40%
Apgregate cashilow  40%
Relative TSR 20%

Cashflow targets are set for each award based on the Group s
projections for the next 3 years.

From 2013 TSR awards made wall be measured against the
FTSE 50 to 150 indeX better reflecting the position of the
business.

EPS growth has 1o be a mummum of 3% pa m addition ta RPI
over 3 years with full vestmg at 10% p a plus RPI

Performance target 1s Cash Return on Capital Employed
{CROCE)

Vesiing range 1s based on company s projections for next 3
years

None
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Remunerationn 2012

Annual bonus
The performance measures were the same as for 2011 The targets and results are as follows

Measure Welghting Target range Achieved
EPS S0% 95% - 105% 15%
ROCE 0% 95% - 105% Nil
Personal objectwes’ 20% 0% - 20% 12%

The evaluation of personal ebjectives involved the Remuneration Commtiee cansidering personai development and performance by the Executive
Directors on a balanced scorecard of measures including the following main topies

- Market outperformance,

« Risk momtonng,

+ Health and safety

+ Integration of BSS,

= Global sourcing imitiatives

+ Category management capability,

« Supply chain optimisation

+ Succession

The Remuneration Commuittee assessed the specific achievements against these ohjectives by reviewing the detailed measures attached to each
one as well as reviewing the performance of each director overall More detail on the specific achievements and shortfalls was descnbed earhier m
the Remnuneration Report. The annual bonus for each of the executive directors 13 as follows

% bonus Full bonus Cash bonus Deferred in shares
John Carter 27% £135,000 £101,250 33,750
Geoff Cooper 324% £211,312 £158,484 52,828
Paul Hampden-Sruth 27% £105,867 £79.400 26467

Long term mcentives
This 15 the first time for five years where all employees participating 1n share plans have heen able to share in the Group's success through
achueving stretching performance targets and delivering increased shareholder value

Performance share plan
The targets set in 2009 were met partially and 80 0% of the awards vested in 2012 This1s the first ume such awards have vested in the last five
years

Share matching scheme
There was full vesting of the awards made 1n 2009 This 1s the first full vesting of these awards in the last five years

All employee share plans
Over 1,300 colleagues shared a pay-out of approxumately £6m under the Sharesave scheme None of the executive directors recewved this benefit
as their savings and share optians under the scheme do not mature unt! December 2013

Remuneration for 2013
As described above the only significant change to the remuneration structure 1s the Replacement Defetred Share Benus Plan Full details of the
new scherne are set oui 1n a separate resolution 14

Basic salanes

Basic salaries are reviewed annually for each director and are normally set with reference to individual performance, expenence and contribution
together with developments 1n the relevant employment market, internal relativities and reference to the general economic envirenment, 11s this
tast point which has outweighed all others in determimng pay awards for 2013
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Froim 1 January 2013, the executive directars’ salares remain unchanged from 2012

« John Carter £500,000

+ Geoff Cooper £652,200;

+ Paul Hampden Srmth £392,100

As described 1n the introduction to thes report, the positon wiill be reviewed 1n July 2013, but any increase at that ime will not exceed 1 5% and
will not be backdated

Annual bonus

As descnibed 1n deta)l ahave, the executive directors wall participate in the Replacement Deferred Share Bonus Plan The maximum award will
be 180% for the CEO and 150% for the other executive directors 50% of the full bonus will be paid in cash after the year end and the remainder
will be held in shares defetred for at least 2 years and subject o a total shareholder return target The new plan will be extended to the Executive
Committee membersin 2014

Perfermance share plan
The maxymum award levels will be 150% of basic salary for each of the executive directors The performance targets will again be Aggregate
Cashflow, Relative Total Shareholder Return (TSR) and adjusted Earnings per Share (EPS) with the same relative weighting as last year

Measure Rationale Weighting
EPS growth A reasonable and well understood proxy for an merease 1n shareholder value
for the benefit of all shareholders, provided undue leverage 1s controlled 40%
Aggregate cashflow Reinforces importance of cash generation at a tune when the Group
wishes to reduce the financial leverage taken onn respect of acquisitions 40%
Relative TSR External measure of shareholder value 20%
Measure Target Detail Range
EPS growth RPI+3%pa 30% vests
RPI+10%pa 100% vests
Straight-hne between these points
Aggregate cashflow aver ~ Three aggregate cash flow targets £766 Tm - £847 4m
three years up to 2015 No vesting below lower target
Straight line increase unnl full vesting at upper target
Company TSR relativeto  Upper (top 50%) 30% vests
FTSE 50 - 150 Index Upper quartile {top 25%) 100% vests

Straight-hine between these points

The earmngs per share targats are calculated on a compound annual basis and include the increase n the Retail Pnces Index (RPI) Increases in
RPI have been well above 3% 1n recent years and the outlook remains uncertain iIf RPI reduces to average 3% over the next 3 years, the aggregate
EPS growth will have to be 44% in 3 years time for this part of the award to vest 1n full Given the current economic climate, this would represent
an outstanding achievement

The three-year targets for aggregate cash flow and CROCE below reflect a poorer market outlook for construction than the prior year However,
the targets require a more stretching perfarmance when taken into account as part of the 3 year rolling forecast targats

Share matching scheme
Once again the maximum investment wall be 50% of post-tax salary and the other features of the scheme will also be unchanged The performance
target will be Cash Return on Camital Employed {CROCE)

Measure Rananale Range Matching ratio
CROCE Reinforces importance of cash generation and 06fori
Return on capital employed 868%-960% 2forl

Straight-line between the two
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Expected value of total remuneration package
The following charts show the split between fixed and vanable remuneration excluding benefits in kind for on-target’ performance and
maximurm’ performance

Fixed Cash Bonus LTIPs
CEO —-target 28% 13% 59%
CEO —maxamum 19% 17% 64%
DCEO/FD - target 30% 11% 59%
DCEO/FD —max 20% 15% 65%

Non-executive directors
The remuneration of the non-executive directors 1s deterrmined by the Board {in the case of the Chairman, on the recommendation of the
Remuneration Commuttee) Each non-executive director receives an annual fee In addiion, Chnis Bunker receives additional fees far chainng the
Audit Commuttee and until 8th January 2013 for the role of Semor Independent Director 1n which he was succeeded by John Coleman Andrew
Smon also receives fees for chatnng the Remuneration and Health & Safety Commuttees The fees were last reviewed in 2011 and were set as
+ Basefee—£50,000pa
+ Addinonal fee for Semor Independent Director - £7,000 pa
« Additional fee far commuttee chairmanship - £10000p a
- Additonal fee for second commuittee chairmanship — £4,000 pa
We plan to review nen-executive directors' fees dunng 2013

Non-executive directors do not recetve any other heneftts (ather than a staff discount card for purchasing products) and are not eligible to join
a company pension scheme No compensation 1s payable on termination of their employrment which may be without notice frem the Company
They cannot partictpate n any of the Company s share schemes

Who attends remuneration committee meetings?
During the year the Commuttee comprised Andrew Simon (Chairman), Chris Bunker, John Coleman, Philip Jansen and Robert Walker all of whom
are ndependent non-executive directors

The Committee met 9 times in 2012 Attendance at the meetings 1s shown on page 57

The Commuittee1s responsible for the broad policy on directors'and semor executives remuneration It deterrmines all aspects of the remuneration
packages of the executive directors and reviews, with the Chief Executive the remuneration packages of other senior executives It also oversees the
admimistration of the share schemes The Commuitee’s terms of reference are available on our website or from the Company Secretary

PwC LLP was appointed by the Commuttee to previde 1t with advice dunng the year on executive remnuneration A different specialist area of PwC
LLP provided adwice in connection with the Toolstation brand valuation in additien, Geoff Cooper (Chief Execuuve), Paul Hampden Smith (Finarnce
Director), Andrew Pike (Group Company Secretary), Carol Kavanagh {Group Human Resources Director) and Stella Girvin {Deputy Campany
Secretary) have assisted the Comrmttee in its work, but never in respect of their own remuneration The Commuttee keeps itself fully informed of
relevant develapments and best practice in remuneration matter and seeks advice where appropriate from external advisors

Total shareholder return
150%

L00% M

50% \-/
W Travis Perkins plc IBFTSE 250

0%

2007 2008 2009 2010 2011 2012

Audited infermation

Contracts of executive directors

Each of the executive directors has a service contract, the date of which 1s shown below, which will be available for inspection at the Annual
General Meeting These contracts provide for six month’s nstice from the directors and 12 month s notice {rem the Company They do not speafy
any particular level of compensation in the event of termination or change of control

John Carter 6 August 2001
Geoff Cooper 1 February 2005
Paul Hampden Smith & October 1996 (retired on 28 February 2013)
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in addiion Tony Buffin has a service contract which will take effect from 8 Apnl 2013
it1s the Company s policy to allow each executive director to hold one non-executive directorship 1n another company {and to retain the fee
payable)

Amount of directors’ emoluments

Part of each executive director s remuneration may consist of benefits in kind not payable in cash such as the prowision of a company car a fuel
card, and private healthcare insurance Na director receves an expense allowance, which 13 chargeable 1o tax Details of ditectors remuneratton
are set out 1n the table below

Basic salary Annual bonus Benefits in kind Tatal remuneration
2012 2012 2012 2012 2011
£000 £000 £000 £000 £000
Executive
Geoff Cooper 652 211 164 1.027 1389
Paul Hampden Smith? 392 106 116 614 756
John Carter? 500 135 159 794 807
Non-executive
Ruth Anderson 50 - - 50 9
Chris Bunker 67 - - 67 67
John Coleman 50 - - 50 50
Philip Jansen 50 - - 50 50
Andrew Simon 64 - - 64 64
Robert Walker 200 - - 200 200
2,025 452 439 2916 3392

Notes.

1 Highest paid director - Benefus include a cash allowance of £163 050 (20t 1 £159 851) in hieu of pension accrual This does not count when calculating annual bonus and
granting share imncentives Geoff Cooper also recewed and retained 1 2612 £100 060 (2011 £100 000) tn respect of s non-executive chatrmanship of Dunelm Group Ple.

2 Benefits include a £16 000 cash for car allowance a £1 500 fuel allowance and £98 025 cash allowance in hieu of pension accrual which do nat count when calculating
annual bonus and granting share ncentives Pau! Hampden Smith alsa received, and retained 1n 2012, £41 250 (2611 £45 G00) 10 espect of his non-execunive directorship
of Redrow plc

3 Benefits irclude a cash allowance of £125 000 in Leu of pension accrual which does not count when calculating annual bonus and granting share incentives.

2
4 Gawns on optrons exercised dunng 2012 were Paul Hampden Srmith £210 328 05 John Carter £177 787 51 Gans on options exercised during 2011 were- Paul Hampden (&)
Smith £277 14072 John Carter £77 430 00 Geoff Cooper £135504 36 =
o
Directors’ pension entitlements E
Pension entitlements of the executive directors dunng the year were as follows 3}
John Carter  Paul Hampden Smmith Geoff Cooper g
Age at 31 December 2012 51 52 58 &)
£000 000 £ 000
Accrued pension at 31 December 2011 including revaluation if apphcable 258 83 5
Accrued pension at 31 Decemnber 2012 including revaluation if applicable 264 87 5
Increase in accrued pension in 2012 6 4 -

Real increase in accrued pensionin 2012 - - -

Transfer value of the real increase 1n accrued pension net of member’s contnbuuons - - -
Value of increase in accrued benefit - - 5

Member's contnbutions towards pension - - -

Increase In transfer value net of member s contnbutions 49 17 g
Transfer value of benefits accrued at 31 December 2011 5,089 1,642 135
Transfer value of benefits accrued at 31 December 2012 5138 1,659 144
Notes.

1 Geoff Cooper ceased future acerual on 5 April 2006 but benefits up to that date retain 2 hnk to current salary

2 John Carter eeased future accrual on 31 Decernber 2010 Benefits on leaving were calculated using a 3 year averaging of pensionable salanes.

3 Paul Hampden Smuth ceased future accrual on 31 March 2011 Benefits on leaving were calculated using a 3 year averaging of pensionable salanes.
4 Any pensions patd on early retirement are subject to abatement.
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Trawvis Perkins' ghare prnice information

2012 2011
Mid-market price at the year end 1,088p 796p
Highest mid-market price dunng the year 1,148p 1127p
Average mid-market pnice dunng the year 1,024p 528p
Lowest md-market pnice dunng the year 794p T11p

Directors’ shareholdings

The Directars’ haldings of ordinary 10p shares of Travis Perkins plc at 27 March 2013, 31 Decemnber 2012 and 31 December 2011 were as follows

2013 2012 2011
27 March 31 December 31 December
Director Interest No No No
Ruth Anderson Beneficial owner 1,000 1,000 -
Chns Bunker Beneficial owner 11,900 11,900 11,900
John Carter Beneficial owner 73,837 73,436 61,918
John Coleman Beneficial owner 2,465 2465 2,465
Geoff Cooper Beneficial owner 120,570 132190 195053
Paul Hampden Smith Beneficial owner 53916 99,944 283933
Philip Jansen Beneficial owner - - -
Andrew Siumon Beneficial owner 3,400 3400 3,400
Robert Walker Beneficial owner 82,333 82,333 80,595
“The figures for P Hampden Srmith are as at 28 February 2013, the date of his resignation as a director
Share matching scheme
Participation by directors ininvestment matching shares1s as follows
Outstanding Granted Outstanding Vested
1January 2012 dunng year 11 December 2012 durnng year
Grant date Na No No No
Geoff Cooper
1 April 2008 53,033 - 53,033 -
19 May 2009 157,785 - 157,785 157,785
16 March 2010 71,853 - 71853 -
15 March 2011 65,580 - 65580 -
14 March 2012 - 60,536 60,536 -
Paul Hampden Smith
1 Apnl 2008 37,121 - 37,121 -
19 May 200% 110450 - 110450 110,450
16 March 2010 50,296 - 50,296 -
15 March 2011 39424 - 39,424 -
14 March 2012 - 36,396 36396 -
John Carter
19 May 2009 63,974 - 63974 63974
16 March 2010 50,296 - 50,296 -
15 March 2011 39,424 - 39,424 -
14 March 2012 - 36396 36,396 -
4 Decemnber 2012 - 9,676 9676

Notes.
I Vesting s on the third anniversany of the grant date

2 Award/purchase prices {restated for the nghts 1ssue as appropriate) are- 19 May 2009 553p 16 March 2010 740p 15 March 2011 968p 14 March 2012 1069p

3 Performance cntena apply For the share matching shares granted in 2009 which vested dunng 2012 mimmum vesung required CROCE of 6 45%, and full vesting required
882%. The Award vested i full Far investment matching shares granted in 2010 2011 and 2012 a conditian based on a three-year average of cash return on capital
employed {CROCE) applies as descnibed on page 69 For 2010 the target 1ange was 7 5% - 5 0%, for 2011 the target range was 10 75% 1o 11 89% and for 2012 the target

range was 9 53% to 1053%.
4 The 4 December 2012 grant in respect of John Carter related to the backdated pay increase as described on page 64
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Performance share plan
Participation by directors 1s as follows

Outstanding Granted Lapsed Outstanding Vested
Grant date 1 January 2012 dunng year dunng year 31 December 2012 during year
No No No No No
Geaff Cooper
23 June 2009 131289 - (26,258) 105,031 105,031
5 March 2010 92437 - - 92,437 -
4 March 2011 75,224 - - 75224 -
4 Apnil 2011 18605 - - 18 605 -
2 March 2012 - 90,082 - 90,082 -
Paul Hampden Smith
23 June 2009 76,585 - (15,317} 61,268 61,268
5 March 2010 53,021 - - 53921 -
4 March 2011 37,686 - - 37686 -
4 April 2011 18,642 - - 18,642 -
2 March 2012 - 54,157 - 54157 -
John Carter
23 June 2009 76585 - (15317) 61,268 61,268
5 March 2010 53921 - - 53921 -
4 March 2011 37,686 - - 37,686 -
4 Apnl 2011 18642 - - 18,642 -
2 March 2012 - 54,157 - 54,157 -
4 Decemnber 2012 - 14548 - 14,548 -

Notes

1 Vesting s on the third anniversany of the grant date

2 Award prices (restated for the 2009 nghts 1ssue as appropnate} are- 23 June 2009 473p 5 March 2010 695 5p 4 March 2011 1 020p 4 Apnl 2011 1031p 2 March 2012
1 085p 4 December 2012 1 121p

3 Performance cntena apply For performance shares granted tn 2009 vesting was at 80% Performance conditions for the 2010 award are vesting1s at 30% i EPS exceeds
inflation by 3% a year TSR ts1n the top 50% of the FTSE 250 and Aggregate Cashflow 1s at least £470m vesting s at 160% 1f EPS exceeds inflation by 10% a year TSRis n
the tap 25% and Aggregate cash flow 1s at least £520m There 1s a straight line vesting between these paints. Conditiens for the 2011 and 2012 award performance were the
same as 2010 except the range for Aggregate cash flow1s £844m to £577m for 2011 and £761m to £841m for 2012

4 The 4 December 2012 grant 1 respect of John Carter related to the backdated pay increase as descnibed on page 64

Deferred share bonus plan
Participation by directors 15 as follows

Outstanding Granted Outstanding
1Jan 2012 Dunng year 31 Dec 2012
No Na No
Geoff Cooper
3 March 2010 19,862 - 16,862
2 March 2011 16,729 - 16,729
2 March 2012 - 18,180 18,180
Paul Hampden Smith
3 March 2010 11,586 - 11,586
2 March 2011 9,496 - 9496
2 March 2012 - 8626 8,626
John Carter
3 March 2010 11586 - 11,586
2 March 2011 9,496 - 5,496
2 March 2012 - 9,106 5,106
Notes,

1 Vestings on the thard anniversan of the grant date
2 The award pnee for the 3 March 2010 grant was 801 1667p for the 2 March 2011 grant was 987 3p and for the 2012 grant was 800973 7p
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Executive share options
Participation by directars in the 2001 Executive Share Option Scheme 1s as follows

Outstanding Exercised Outstanding
1Jan 2012 dunng year 31 Dec 2012
No No No Exerctse price Exercise pertod
Geoff Cooper 17.980 - 17,980 1320p Anytime until 31/3/15
Paul Hampden Smith 39,368 (39,368) - 845p
51,994 (51,994) - 841p
23787 - 23,787 1.033p Anytime until 15/3/14
10,485 - 10,489 1320p Anytime until 31/3/15
John Carter 37,296 (37.296) - 845p
41,594 (41,594) - 841p
22,058 - 22058 1,033p Anyume until 15/3/14
10,487 - 10487 1,320p Anyume unnt 31/3/15
Share award for John Carter
Outstanding 1 Jan and 31 Dec 2012
Grant date No
10 November 2009 47,612

Notes

1 The ane off Award structured as a m cost share option was made following consultation with pnncipal shareholders in 2009

2 The Award vests in equal tranches after campletion of years four five and six, the first year being 2009

3 The performance conditions are linked to procurement improvement iltiatives agreed annually by the Remuneration Commuittee together with delivery of John Carter’s
objectives as part of Travis Perkuns strategic plan

Sharesave options

Participation by directors in the 2002 Trawis Perkins’ Sharesave Scheme 1s as follows
Outstanding 1 Jan and 31 Bec 2012

No
Geoff Cooper 3,670
Paul Hampden Srmith 3,670
John Carter 3,670

Notes
i Noperformance conditions apply
2 All options are exercisable from 1 December 2013 10 31 May 2014 at a price of 442p {restated for the 2009 nghts 1ssue}

Share dilution

At 31 December 2012, shares under grant for executive share schemes over a 10 year penod represented 2 82% of 1ssued share capital and shares
under grant for all employee share schermnes over the previous 10 years represented 5 37% There were 5,024,649 (2 05% of 1ssued share capital)
unallocated shares and 289 142 allocated shares {0 1 2%) held in the employee trust

Shareholders’ approval
The directors confirm that this report has been drawn up in accordance with the requirements of the Compames Act 2006 and the UK Corporate
Governance Code

The shareholders will be invited to approve the remuneration policy set out in this report at the Annual General Meeting, at which the
Chawrman of the Commuttee wall be avalable to answer any questions

Approved by the Board and signed on s behalf by

N hd .

e

Andrew Simon
Chairman Remuneration Committee




Nominations Committee Report

FOR THE YEAR ENDED 31 DECEMBER 2012

Just as the Audit Commuttee is responsible for momtonng the
performance and condition of the Group's financial and physical
asgsets, so the Norminations Commttee 1s responsible for momitenng
the performance, appropnateness and future succession of the
Group’s executive and Board talent Reflecting thisimportance, the
Nominations Comrniitee has met as frequently as the Board's other
major commtttees over the past two years The Commuttee met five
times 1n 2012 and compnses myself as Chair, Chns Bunker and John
Coleman although all the other Non-Executive Directors alse came

to the meetings. Frequent attendees at the meetings were the Group's

Chief Executive and Group HR Director, depending on the relevance of

thessues under discusston
The principal role of the Nominations Commmuttee 1s to 1dentify,

and nominate for Board approval, candidates to fill Board vacancies

as and when they anse Of course, these days it 1s more and more
ymportant to plan for Board and executive succession well in advance,

m order to ensure smooth succession and ensure that the Group's

Board and executive leadership skills are fully aligned to the Graup's

long term strategy

In planning these appointments, the Nominatiens Committee wall

Prepare a full description of the rele, skills and capabilities

required,

» Appomnt external search firms each time reviewing alternatwe
options, and ensuring that the chosen firm has signed up to the
relevant industry codes, for example, on diverstty

» Engage with the Group's major shareholders on future skill
requirements and ideas for potential candidates

A further important role for the Commttee 1s to ensure that there

15 a continuous pipeline of high performing and executive talent

at the twa levels below executive director These discussions

would normally take place at least once a year In this sense, the

Nomunations Comrnittee has a broader HR functien
The focus of the Committee’s work 1n 2012 was on four toples

+ The search for a high calibre candidate ta succeed Paul Hampden
Srmith as Group CFQ, given his intention to retire Russell Reynolds
was chosen, after considering a number of alternatives, 1o
conduct the search and was given a wide rernit and demanding
specification, covering both the UK and international markets,
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private equity as well as plc companies We were delighted to

announce the appointment of Tany Buffin, who wall join the Group

o Apnl 8 2013 Tony was previously Group CFO at the £20bn
revenue Coles Group in Austraha,
Detailed plans for the further personal development of John

Carter following his appointment as Deputy Chief Executive

All our Non Executive Directors were individually and
collectively invelved i contributing to John s development,
as well as specifically tailored courses,

+ A performance review of new hires and new appointments to the
Group below executive director level and the available mpeline of
internal talent feeding ints those management levels

« Approval for future use of new service contracts that take into
account recent legal and corperate gavernance develapments

In the coming year, the focus of the Committee’s work wall swatch to

planrung the future Non Executive membership of the Board This

1s because three of our current NEDs are due for retirement in the
next three years and in addition, Philip Jansen has decided to retire
from the Board after the Annual General Meeting because of his

other executive commitments We plan to conduct a comprehenswe

assessment of the Board s skills, given our long-term strategy, to
ensure that our future NEDs are fully able to complement and
support the executive leadership In leading this process on the
Normnations Committee, | will be discussing this skills assessment
with each of our major investors seeking their input and where
possible their suggestions as to possible norminees

Importantly, we will also continue the development work
undertaken 1 2012 on preparing for future semor executive
succession

As Chairman of the Commttee, ] will be available at the Annual

General Meeting to answer any questions about the Cornmuttee’s work

o

Robert Walker
Chairman
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Directors’

FOR THE YEAR ENDED 31 DECEMBER 2012

The Directors present their annual report and andited accounts
for the year ended 31 December 2012 The Corporate Governance
statermnent on pages 57 to 60 forms part of the Directors’ report

Principal activities

Trawis Perking s one of the largest builder's merchants and home
improvement retailers in the UK The principal actmties of the Group
are the sale of umber, building matenals, and plumbing and heating
produets, and the hiring of tools, to the building trade, industry
generally and the general public within the United Kingdom The
Directors are not aware, at the date of this report, of any likely major
changes in the Group's actiaties in the next year

Business review

A review of the Group's position, developments and future prospects
15 contained in the Chairman's statement on pages 18 and 19, the
Chief Executive’s review of the year on pages 20 to 28, the Deputy
Chief Execuuve’s review of the year on pages 30 to 36 and the Finance
Director's review of the year on pages 38 to 43 A review of the Group's
environmental performance 1s on pages 46 10 49

Results and dividends

The Group results for the year ended 31 December 2012 and dindends
for the year ending 31 December 2012 are set out on page 82 If
approved, the final dividend will be paid on 30 May 2013 to those
shareholders on the register at the close of busmness on 3 May 2013

Balance sheet and post balance sheet events

The balance sheet on pages 84 and 85 shows the Group's financial
position No sigmficant events have accurrad since the balance
sheet date

Pnncipal nsks and uncertainties
Areview of the Group's principal nsks and uncertainties are on pages
44 and 45

Financial nsk management

Details of the Group's approach to capital management and the
alleviation of sk through the use of financial instruments are
givert in the Finance Director s Review of the Year on pages 38 to
43 Speaific quantitative infarmation on borrowings and financial
nstruments 1s given i notes 23 and 24 on pages 112 to 118 of the
annual finaneial statements

Directors and their interests
In accordance with the Company's Ariicles of Association, Tony
Buffin will be standing for election by shareholders at the Annual
General Meeting, having been appointed to the Board since the last
Annual General Meeting. The Board believes that Tony Buffin's
exceptionally strong track record 1n financial management corporate
finance and i creaung and achieving organic growth strategies will
greatly benefit the Company, complement the sklls of the other
Board members, and make him an excellent choice as Group Finance
Director His biographical details are set out on page 54

The UK Corporate Governance Code {the Code)) requires that

all directors of FTSE 350 compantes are subject to re-etection at
the Company’s Annual General Meeting each year, and therefore
executive directors, Geoff Cooper and John Carter, and non executive
directors Robert Walker, Chnis Bunker, ohn Coleman, Andrew
Simon and Ruth Anderson wll alt seek re-election at the Annual
General Meeting Philip Jansen will not seek re-election because as
explained on page 58 he will be retinng from the Board at the end of
the meeting

After 22 years in semor finance roles, mcluding the last 17 years
as the Campany's Group Financial Director, Paul Hampden Smith
resigned as a director on 28 February 2013 He has agreed to continue
in our emplayment untl September 2013, to ensure 2 smooth and
complete handover to his successor, Tony Buffin

The names of the Directors at 31 December 2012 together with
their biographical details are set out on pages 54 and 55 All of these
Directors held office throughout the year Tony Buffin was appornted
with effect from 8 April 2013 The executive directors have relling 12
month notice periods 1n their contracts The non executive directars
do net have service contracts In the light of the formal evaluation of
their performances as a result of the process deseribed on page 58,
Robert Walker, Chairman, confirms on behalf of the Board that all
directors contintie to be effective in, and committed to, their roles

Directors and officers of the Company are entitled to be
indemnified out of the assets of the Company in respect of any
habilty mcurred in relation to the affairs of the Company, or any
associate company, to the extent the law allows In this regard
the Company 1s required to disclose that under article 140 of the
Company’s Articles of Association the Directors have the benefit of
an indemmty to the extent permitted by the Companies Act 2006
against liabiities incurred by them 1n the execution of their dunies
and exercise of their powers This indemnity 1s currently in force In
addition 1f proceedings against directors are mstituted subsequent
to any person acquining control of the Company, the Company has
agreed with each of the Directors that pursuant to article 140(D) of
the Company's Articles of Association, the Company shall provide
a Director with funds (subject to certain restrictions) to meet
expenditure incurred by that Director in defending any criminal o
cvil praceedings

A copy of the Company's Articles of Assoctation (which contains
this indemmnity) 1s available for inspection at the Company’s
registered office during normal business hours and wall be available
for inspection at (and duning the penod of 30 minutes prior to) the
Company's forthcoming Annual General Meeting,

None of the Directors had an interest in any contract to which the
Company ar any of its subsidianes was a party dunng the year

The Company has undertaken to comply with the best practice
on approval of directors' conflicts of interests 1n accordance with the
Company's Articles of Association These provisions have operated
effectwely Under the Companies Act 2006 a director must avord a
situatton where he has, or can have, a direct or indirect inierest that
conflicts, or posstbly may confiict with the Company's interests

The disclosable interests of Directors at 31 Decemnber 2012,
including holdings, if any, of spouses and of chuldren aged under 18
were as detailed in the Directors Remuneratton Report on pages 72
to74




Substantial shareheldings

As at 31 December 2012, the Company had heen notified of the
following interests amounting to 3% or more of the voung nightsin
the issued ordinary share capital of the Company

Number %
Scottish Widows [nvestment Partnership Ltd 14858234  608%
Sprucegrove Investment Management Ltd 13,506,856 553%
Pzena Investment Management LLC 10,080,127 413%
Investec Ltd 9,159,663 375%

Dimensional Fund Adwisors LP 9022439 369%

Sanderson Asset Management Ltd 8026040 165%
Legal & General Investment

Management Ltd {UK) 8735393 357%
Standard Life Investments Ltd 7891153 323%
AXA Investment Managers UK 7559,646 309%

As at 27 March 2013, the Company had been notified of the
fallownang interests amounting to 3% or more of the voting nghts n
the 1ssued ordinary share capital of the Company

Number %

Scottish Widows Investment Partnership Ltd 16,068,747  656%

Sprucegrove Investment Management Lid 13413946 548%
TIAA Group 10058410 411%
Pzena Investment Management LLC 9,298,675 380%
Dimensional Fund Adwisors LP 0,007,983 371%
Sanderson Asset Management Ltd 8949207 365%
Legal & General Investment

Management Lid (UK) 8569743  350%
AXASA B404,654 343%
Investec Ltd 7,751,263 316%
Morgan Stanley & Co [nc 7435324 304%

Close company status
The close company provisions of the Income and Corporation Taxes
Act 1988 do not apply to the Company

Employees and chantable donations
Statements on these matters are contained tn the Chief Executive's
review of the year on pages 20 to 28 and in the Deputy Chief
Executive's review of the year on page 35

Details of the numnber of employees and related costs can be found
in note 7 to the financial statements

The Company s commited to equahty of opportunity and
recogmses the benefit of diversity within 1ts workforce Its approach
to the matter of diversity on company boards 1s set out in the
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Normnations Cormmittee report The Company has an equal
opportumites pelicy aimed at ensunng that employment decisions
are based on ability and potential regardless of gender race colour,
ethnic angin sexual onentation age or disabihty In particular,
applications for employment by disabled persons are always fully
constdered, beanng in mind the aptitudes of the person concerned
In the event of a member of staff becoming disabled, every effort 1s
made to ensure that their employment wath the Group conunues
and that appropnate traimng1s arranged it 1s the policy of the
Company that the training, career development and promotion of
disabled persons should, as far as possible, be :dentical to that of
other employees

The Group's policies and practices have been designed to
keep employees informed on matters relevant to them as |
employees through regular meetings and newsletters Employee
representattves are consulted regularly on a wide range of matters
affecting their interests All employees with more than three months’
service are eligible to participate 1n the Company's Sharesave
and Buy As You Earn plans Detauls are provided 1n the Directors’
Remuneration Report

Polhtical donations

The Group did net give any money for political purposes nor did 1t
make any donations to political orgamsations or incur any political
expenditure during the year

Supplier payment policy

The Group's policy 15 to pay all of its suppliers i accordance with
established terms Group trade creditors at 31 December 2012
represented 53 days (31 Decernber 2011 57 days) of average
purchases of goads and services The Company’s trade creditors at 31
December 2012 represented 30 days (2011 30 days)

Auditor

Resalutions to re-appoint Deloitte LLP as the Company's auditor and
to authonse the Directors to fix the auditor's remuneratton will he
proposed at the Annual General Meeting.
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Statement on disclosure of mformation 1o the auditor

Each of the persons who s a director at the date of approval of this

report confirms that

+ So far as the director1s aware, there 15 no relevant audit
information of which the Company s auditor 1s unaware; and

+ The director has taken all reasonable steps that he ought to have
taken as a director In order to make himself aware of any relevant
audit information and to establish that the Company's auditer 1s
aware of that inforrnation

This confirmation 1s given and sheuld be interpreted 1o accordance

with the prowisions of section 418 of the Companies Act 2006

Share capital and change of control

As at 31 December 2012 the Company had an allotted and fully paid
share capttal of 244 853 057 ordinary shares of 10 pence each, with
an aggregate nominal value of £24,485,306 (including shares owned
by the employee share ownership trust) The ordinary shares are
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ltsted on the Londan Stock Exchange All the shares rank pan passu
The nghts and obligations attaching to the shares are set outin the
Company's Articles of Association Fully paid shares in the Company
are freely transferable There are no persons that hold secuinties
carrying spectal nghts with regard to the control of the Company
Detals of the structure of the Company s share capttal and changes
in the share capital dunng the year are alse included 1n note 20 to the
financial statements

As at 31 December 2012 The Travis Perkins Employee Share
Ownershtp Trust owned 5,313,791 shares in the Company {2 17%
of 1ssued share capital) for use in connection with the Company’s
share schemes Any voting or other similar decisions relating to those
shares would be taken by the trustees, who may take account of any
recommendatian of the Company

There are no restricttons on voting rights attaching to the
Company s ordinary shares The Company ts not aware of any
agreements between holders of secunties that may resultin
restrictions on the transfer of securities or on vating nghts

The rules governing the appomntment and replacement of board
members and changes to the Articles of Association accord with
usual English company law provisions The powers of the Company’s
Directors are set out in the Company s Articles of Association In
particular, the Board has the power to 1ssue shares and to purchase 1ts
own shares and 1s seeking renewal of these powers at the forthcorning
Annual General Meeting in accordance with the restrictions and
within the limits set out in the notice of that meeting

There are a number of agreements to which the Cormpany is
a party that may take effect, alter or terminate upon a change
of control following a takeover bid None of these agreements 1s
considered significant in the context of the Company as a whole

There are no agreements providing for compensation for Directors
or employees an change of control As set out in the Directors
Remuneration Report on page 70, service contracts for executive
directors do not specify any particular level of compensation in the
event of termination following change of control of the Company As
noted above, the Company has agreed with each of the Directors that
1t shall provide a director with funds {subject to certam restnctions)
to meet expenditure incurred m defending any cnminal or civl
proceedings if such proceedings are instituted subsequent to any
person acquiring control of the Company

Annual general meeting

The Annual General Meeting of the Company will be held at
Northampton Rugby Football Club, Franklin's Gardens Weedon
Road, Northampton, NN5 5BG on Thursday 23 May 2013 at 1200
noan A buffet lunch will be available In addition to the resolutions
to approve the receipt of the Company's annual accounts, the
declaration of a final dindend the appointment and re-appoimtment
of the Company's directors, the re-appoiniment of the Company s
auditor and to give the directors authonity to fix the auditor's
remuneratton, the following 1tems are to be proposed at the

forthcoming Annual General Meeting. The Board considers that all of
the resolutions proposed are in the best interests of the company and
of 1ts shareholders as a whote and unanimously recommends that
shareholders vote in favour of all resolutions put before the Annual
General Meening.

Resolution 13

Directors' remuneration report

In accordance with the section 439 of the Companies Act 20086,

this resolution seeks shareholders’ approval of the Directors’
Remuneration Report as set out on pages 64 to 74 This vote1s
advisory and the directors’ entitlement to recelve remuneration 1s not
conditional on it

Resolution 14

Replacement deferred share bonus plan amendments

Thas resolution seeks shareholder approval of the replacement
Deferred Share Bonus Plan (amending the existing Plan following the
review of executive remuneration referred to on page 65) A descnption
of the Plan 1s set out n the Chairman s letter which has been sent to
shareholders wath the notice of the Annual General Meeting

Resclution 15
Renewal of authority to allot shares
Paragraph {a) of this resolution would give the Directors the authonty
to allot ordinary shares up to an aggregate naminal amount equal
to £8,156,764 (representing 81,667,644 ardinary shares of 10 pence
each) This amount represents approximately one-third of the 1ssued
ordinary share capital of the Company as at 27 March 2013, the latest
practicable date pror to publication of this Notice

in line with guidance 1ssued by the Association of British Insurers
(the ‘ABI), paragraph (b) of this resolutian would give the Directors
authority to allot ordinary shares in connection with a nghtsssue
in favour of ordinary shareholders up to an aggregate nominal
amount equal to £16,333,529 (representing 163,335,288 ordinary
shares of 10p each), as reduced by the nominal amount of any shares
1ssued under paragraph (a) of this resolution This amount (before
any reduction) represents approximately two-thirds of the 1ssued
ordinary share capital of the Company as at 27 March 2013, the latest
practicable date prior ta publication of this Notice The authont:es
sought under paragraphs (a) and (b} of thus resolution will expire at
the earlier of 30 June 2014 (the last date by which the Company must
hold an annual general meeting in 2014) and the conclusion of the
annual general meeting of the Company held 1n 2014 [f this authonty
15 exereised the Directors intend to follow ABI pmdance 1ssued from
tume to time, including as to the re-election of directors It1s now our
praciice to propose all directors for annual re-election at each Annual
General Meeting in accordance wath the Code

The Directors have no present intention to exercise either of the
authonties sought under this resolution, except, under paragraph {a) to
sauisfy options under the Company's employee share option schemes




Resolutton 16

Limited authonty to allot shares fer cash

Thas resolution would give the Directors the authonty to allot
ordinary shares (or sell any ordinary shares which the Company
elects to hold i treasury) for cash without first offenng them to
existing shareholders in proportion Lo their existing shareholdings

Except as provided in the nexi paragraph, this authonty would be
hirmted to allotments or sales in connection with pre-emptive offers
and offers to holders of other equity secunties If required hy the
rights of those shares or as the board otherwise considers necessary,
or otherwise up to an aggregate norminal amount of £1,225015
(representing 12,250,147 ordinary shares) This aggregate nominal
amournt represents approximately 5% of the 1ssued ordinary share
capital of the Company as at 27 March 2013, the latest practicable
date pnor te publication of this Notice In respect of this aggregate
nominal amount, the Directors confirm their intention to follow
the provisions of the Pre-Emption Group’s Statement of Principles
regarding cumulative usage of authanties wathin a rolling 3-year
period where the Principles provide that usage 1n excess of 7 5%
should not take place without prior consultauon with shareholders

Allotments made under the authansation in paragraph (h) of
resolution 15 would be ltmited to allotments by way of a nghts
15sue only (subject to the nght of the board to 1mpose necessary
or appropriate imetations to deal wath, for example, fractianal
entitlements and regulatory matters)

The authonty will expire at the earlier of 30 June 2014 (the last
date by which the Company must hold an Annual General Meeting
n 2014) and the concluston of the Annual General Meeting of the
Cornpany held in 2014 Anyissue of shares for cash wall, however, still
be subject to the requirernents of the UX Listing Authority

Resolution 17

Notice of meetings

The Companies Act 2006 requires that the notice penod for general
meetings of a cornpany 1s 21 days unless certain requirements are
satisfied including that shareholders approve a shorter notice penod
which cannot be less than 14 clear days At the Annual General
Meeting held in 2012, shareholders approved a notice peried for
general meetings {other than AGMs) of not less than 14 clear days
effective until the AGM to be held 1n 203 This resolutian 1s proposed
to allow the Company to continue to call general meetings {other
than AGMs) on 14 clear days notice The Directors believe 1t1s1n the
best interests of the shareholders of the Company to preserve the
shorter notice penod and accordingly are putung this resolutian,

to be proposed as a special resolution to the meeting. The shorter
notice period would not be used as a matter of routine for general
meetings, but only where the flexability 1s mented by the business
of the meeting and 1s thought to be to the advantage of shareholders
as a whole Examples of when i might be approprate to calt a
general meeting at 14 days notice include when emergency capital
Taising proposals ar other price sensitive transactions are being put
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to shareholders for approval The approval will be effective until the
Company's Annual General Meeting In 2014 when 1t 1s expected that
a sirmlar resolution will be proposed Under the Campanies Act 2006
i order to be able to call a general meetmg on less than 21 clear
days notice, the Company must make a means of electromc voting
avanlable to all shareholders

Resclution 18
Authonty to purchase own shares
The authonty for the Company to purchase its swn shares of 10
pence each granted at last year's Annual General Meeting will
expure on the date of the forthcormng Annual General Meeting The
Directars wish to renew this authornty and a special resolution which
1s set out n full in the Nouce of Annual General Meeting on page
132, wall be proposed at the ferthcoming Annual General Meeting
to give the Company the authority te purchase its own ordinary
shares 1n the market as permitted by the Companes Act 2006 The
authonty limits the number of shares that could be purchased to a
maximum of 24,500,293 {representing 10% of the 1ssued ordinary
share capital of the Company as at 27 March 2013) and sets
minimum and maximum prices This authonty will expire nao later
than 30 June 2014

The Directors consider that it 15 in the best mterests of
the Company to have available this authonsation, in case of
circumstances when 1t would be appropnate to use it They would
only use ¥t after consideration of the effect on earnings per share and
the longer-term benefit for the Company and sharehelders generally
The fact that such authonsation 1s hemg sought should not be taken
te1mply that shares would be purchased at any particular price
orindeed at all Any ordinary shares purchased pursuant to this
authonity may erther be held as treasury shares or cancelled by the
Comparny, depending on which course of action 1s considered by the
Directors to be int the best interests of shareholders at the ime

As at 27 March 2013, there were options over 12,485,868 ordinary
shares in the capital of the Company, which represent 5 1% of the
Company s 1ssued ordinary share capital {excluding any treasury
shares) if the authonty to purchase the Company's ordinary shares
were exercised in full, these optionswould represent 5 66% of the
Company's 1ssued ordinary share capital (excluding any treasury
shares) As at 27 March 2013 the Company did not hold any treasury
shares in the Company and no warrants over ordinary shares in the
capital of the Company existed

By order of the Board,

M

Andrew Pike
Company Secretary
3 Apnl 2013
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FOR THE YEAR ENDED 11 DECEMBER 2012

The Directars are responsible for prepanng the Annual Report and
the financial statements 1n accordance with applicable law and
regulatiens

Company iaw requires the Directors to prepare such financial
statements for each financial year Under that law the Directors are
required to prepare the group financial statements in accordance
with International Financial Reporting Standards {IFRSs) as adopted
by the European Union and Article 4 of the 1AS Regulation and have
also chasen to prepare the parent company financial staiements
under IFRSs as adopted by the European Union Under company
law the Directars must not approve the accounts unless they are
satsfied 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 penod
In preparing these financial statements, International Accounting

Standard 1 requires that directors

« Properly select and apply accounting polcies,

« Present information, including accounting policies n a manner
that provides relevant, rehable, comparable and understandable
information,

+ Provide additional disclosures when comphance with the
specific requirements in IFRSs are insufficient to enable users to
understand the impact of particular transactions, other events
and conditions an the enuty's financial position and financial
performance, and

+ Make an assessment of the Company's ability to centinue as a
going concem

The Directors are responsible for keeping adequate accounting

records that are sufficient to show and exptain the Company's

transactions and disclose with reasonable accuracy at any time the
financial pasition of the Company and enable them ta ensure that
the financtal 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 wregularities

Statement of Directors’ Responsibilities

The Directors are responsible for the maintenance and integrity of
the corporate and financial information included on the Company's
website Legislattor in the United Kingdom governing the preparation
and dissermnauon of financial statements may differ from legislation
in other Junsdictions

Directors’ responsibihty statement

We confirm that to the best of our knowledge

1 The financial statements, prepared n accordance with
International Financial Reporting Standards as adepted by the EU
give a true and fair view of the assets liabilities, financial position
and profit or loss of the Cempany and the undertakings included in
the consolidation taken as a whole and

2. The management report which 1s incorporated nto the Directots
report ncludes a fair review of the development and performance
of the business and the position of the Company and the
undertakings included 1n the consohdation taken as a whole,
together wath a description of the pnnerpal nisks and uncertainties
that they face

By order of the Board

4 (mr'

Geoff Cooper
Chief Executive

John Carter
Deputy Chief Executive
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Independent Auditor’s Report to the Members of Travis Perkins plc

FOR THE YEAR ENDED 31 DECEMBER 2012

We have audited the financial statements of Trawvis Perkins plc
for the year ended 31 December 2012 which compnse Group
and Parent Company Income Statements the Group and Parent
Company Statemnents of Comprehensive Income, the Group and
Parent Company Balance Sheets, the Group and Parent Company
Statements of Changes in Equity, the Group and Parent Company
Cash Flow Staternents and the related notes 1 to 37 The financial
reporting framework that has been apphied 1n their preparation 1s
applicable law and International Financial Reporting Standards
(IFRSs) as adopted by the European Union

This report 15 made solely to the Company's members, as a body,
1n accordance with Chapter 3 of Part 16 of the Compames Act 2006
Our audit work has been undertaken so that we nught state to the
Company's membets those matters we are requtred to state to them
1n an auditor's report and for no other purpose To the fullest extent
permitted by law we do net accept or assume responsibility te anyone
other than the Company and the Company s members as a boduy, for
our audit work, for this report, ar for the opinions we have formed

Respective responsibilitres of directors and auditor

As explained more fully in the Directors Responsibilities Statement,
the Directors are responsible for the preparation of the financial
staternents and for being satisfied that they give a true and fair view
Our responstbility 1 to audit and express an apinion on the financial
statements yn 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

Scope of the audit of the financal statements

An audit involves obtaimng evidence about the amounts and
disclosures 1n the financial statements sufficient to give reasonable
assurance that the financial statements are free from matenal
musstatement, whether caused by fraud or error Thisincludes an
assessmment of whether the accounting policies are appropnate to
the Group's and the Parent Company's circumstances and have been
consistently applied and adequately disclosed, the reasonableness
of sigmficant accounting estimates made by the Directors, and

the overall presentation of the financial statements in additton,

we read alt the financial and non-financial information in the
annual report to1dentify matenal inconsistencies with the audited
fimanacial statements [f we become aware of any apparent matenal
misstatermnents or Inconsistencles we consider the implications for
our report

Opinien on financial statements

In our epinien

+ The Binancial statements give a true and fair view of the state of
the Group's and of the Parent Company's affairs as at 31 December
2012 and of the Group's and the Parent Company's profit for the
year then ended,

« The financial statements have been properly prepared 1
accordance with [FRSs as adopted by the European Uniaon, and

* The financial statements have been prepared in accordance with
the requirements of the Companies Act 2006 and, as regards the
Group financial staternents, Article 4 of the IAS Regulanion

Separate opinon 1n relatton to IFRSs as 1ssued by the LASB
As explained in note 1 to the group financial statements, the Group
1n addition to complying with its legal obligation to apply IFRSs as
adopted by the Eurapean Umon, has alsc applied [FRSs as 1ssued by
the International Accounting Standards Board {IASB)

In our opimian the group financial statements comply with IFRSs
as1ssued by the 1ASB

Opinion on other matters prescnbed by the Companies Act 2006

In our opinion

= The part of the Directors Remunetation Report to be audited has
been preperly prepared in accordance with the Compamnies Act
2006, and

« The infarmation given in the Directors’ Repart for the financial year
for which the financial statements are prepared 13 consistent with
the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following
Under the Companies Act 2006 we are required to report to you if,

n our opinion

« Adequate accounting records have noi been kept by the Parent
Company, or returns adequate for our audit have not heen received
from branches not visited by us, or

+ The Parent Company financial statements and the part of the
Directors’ Remuneration Report to be audited are not 1n agreement
with the accounting records and returns, or

- Certain disclosures of directors’ remuneration specified by law are
not made or

+ We have not recewved all the information and explanations we
reguire for our audit

Under the Listing Rules we are required to review

+ The Directors’ statement contamned within the Finance Director's
review of the year mrelation to going concern,

= The part of the Corporate Governance Statement relating to
the Companys compliance with the nine provisions of the UK
Corporate Governance Code specified for our review, and

+ Certain elements of the report to shareholders hy the Board on
directors’ remuneration

@m&, Lectro

Colin Rudson FCA {Semior statutory auditor)
for and on behalf of Delaitte LLP

Chartered Accountants and Statutery Auditer
London, Umted Kingdom

3 Apnl 2013
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FOR THE YEAR ENDED 3! DECEMBER 2012

Income Statements

THE CROUP
2012 2011
Pre-exceptional  Exceptional Pre-exceptional  Exceptional
1terns items Total Items items Total
Notes im tm £m im Lm tm
Revenue 4 48449 - 48449 47791 - 47791
Operating profit before amortisation 5 3266 87 3179 3132 ©@8) 3034
Amortisation of intangible assets (17 4) - (174) (129) - (i129)
Operaung profit 3092 87 3005 3003 (98) 2905
Exceptional investment income 5 - 395 395 - - -
Finarnce income 9 138 - 138 224 - 224
Finance costs 9 (40 5) - (405) (389) (a4 (433)
Profit before tax 2825 308 3133 2838 (142) 2696
Tax 10 (692) 155 (537) (745) 173 (572)
Profit for the year 2133 463 2596 2093 31! 2124
Earmings per ordinary share 1l
Basic 108 9p 903p
Diluted 105 0p 873p
Total dividend declared
per ordinary share 12 250p 200p

All results relate to continuing operations Details of exceptional items are given n notes 5,9 and 10

THE COMPANY

2012 2011

Notes £m £m

Revenue 4 821 860
Operating profit 5 623 689
Exceptional investment income S 374 -
Finance income 9 37 195
Finance costs 9 (50 8) (398)
Profit before tax 526 486
Tax 10 132 101
Profit for the year 658 587

All results relate to continuing operations
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Statements of Comprehensive Income

FOR THE YEAR ENDED 31 DECEMBER 2012

THE GROUP THE COMPANY
2012 2011 2012 2011
Notes im £m £m £m
Proful for the year 2596 2124 658 587
Items that will not be reclassified subsequently to profit and loss
Actuanal losses on defined benefit pension schemes 28 (45 8) {498) - -
Deferred tax rate change 10 (55) {49) - -
Income tax relating to items not reclassified 10 104 126 - -
(409) (421) - -
Items that may be reclassified subsequently to profit and loss
Cash flow hedges.
Losses anising dunng the year (85) 46 (85) (46)
Reclassification adjustments for losses included n profit 88 28 88 28
Movement on cash flow hedge cancellanon payment 41 42 41 42
Income tax relating to itemns that may he reclassified 10 09 (06) (09) {06)
35 18 35 18
Other comprehensive income for the year net of tax (374) {40 3) i5 18
Total comprehensive income for the year 2222 1721 693 605
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Balance Sheets
P L e e P v

AS AT 31 DECEMBER 2012

THE GROUP THE COMPANY

Assets 2012 2011 2012 2011

Notes tm im £in £m
NON-CURRENT ASSETS
Goodwall 13 1,8075 1,706 2 - -
Other intangible assets 14 4248 3889 - -
Property, plant and equipment 15 5784 5626 02 02
Denvative financial instruments 24 128 403 128 403
Investment property 16 04 04 - -
[nterest in assoclates 17 67 513 62 585
[nvestment in subsidianes 17 - - 35729 2.8728
Available-for-sale investments 17 24 15 - -
Retirement beneft asset 28 16 193 - -
Deferred tax asset 26 - - 142 99
Total non-current assets 28346 27705 36063 29817
CURRENT ASSETS
Inventories 6371 5960 - -
Trade and other receivables 18 7337 7430 1807 2141
Denvative financal instruments 24 127 31 127 31
Cash and cash equivalents 19 1391 786 740 -
Total current assets 15226 14207 2674 2172
Total assets 4,357 2 41912 38737 31989
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THE GROUP THE COMPANY

Equity and habihties 2012 2011 2012 2011
Notes im im fm £m

CAPITAL AND RESERVES
Issued capital 20 245 244 245 244
Share premium account 22 4872 4808 4861 4797
Merger reserve 22 3265 3265 3265 3265
Revaluatign reserve 22 201 208 - -
Hedging reserve 22 (16) 51} (16) 61
Own shares 2 (62 4) (759 (624) (752)
Accumulated profits 22 15138 13356 2040 1925
Total equity 2,3081 21078 9771 9428
NON-CURRENT LIABILITIES
Interest heanng loans and borrowings 2 1952 50982 1349 5928
Denvative financial instruments 24 49 59 49 59
Retirement benefit obligations 28 591 650 - -
Long-term provisions 25 200 289 - -
Long term other payables 29 470 - 470 -
Amounts due to subsidianes - - 2,2434 15635
Deferred tax habilites 26 850 974 - -
Total non-current habilities 4112 705 4 24302 21622
CURRENT LIABILITIES
Interest beanng loans and borrowings 23 3961 636 4449 749
Trade and other payables Px] 1,1076 10833 189 1690
Denvatwe financial mstruments 24 26 - 26 -
Tax Liabihties 748 759 - -
Short-term prownisions 25 568 602 - - 1
Total current hahhties 1,6379 1,2880 466 4 939 5
Total liabilities 2,0491 20834 2,8966 22561 i
Total equty and habihties 43572 41912 38737 31989 nE_

The financial statements of Travis Perkins pic, registered number 824821, were approved by the Board of Directors on 3 Apnl 2013 and

signed on 1ts behalf by

Aol ot
Geoff Cooper John Carter
Chief Executive Deputy Chief Executive
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FOR THE YEAR ENDED 31 DECEMBER 2012

THE GROUP
Issued Share
share  prermum Merger Revaluation Hedging Own  Retamed Total
capal  account TeServe reserve reserve shares  earnings equity
im fm £m fm fm fm im fm
At 1 January 2011 242 4715 3259 213 69) 834) 11992 19518
Profit for the year - - - - - - 2124 2124
Other comprehensive income
far the penod net of tax - - - - 18 - 421) (403)
Total comprehensive income for the year - - - - 18 - 1703 1721
Dividends - - - - - - (388) (388)
1ssue of share capital 02 93 06 - - 82 (71) 112
Realisation of revaluation reserve 1n
respect of property disposals - - - (11) - - 11 -
Difference between depreciaticn of assets on
a histoncal basis and on a revaluation basis - - - (03) - - 03 -
Deferred tax rate change - - - 09 - - - 09
Foreign exchange differences - - - - - - oL (01)
Tax on share based payments {note 10) - - - - - - (32) (32)
Credit for equity-settled share based payments - - - - - - 139 139
At 31 December 2011 244 4808 3265 208 (51) (752) 13356 2,1078
Profit for the year - - - - - - 2596 2596
Other comprehensive income for the
penod net of tax - - - - 35 - (409) {374)
Total comprehensive income for the year - - - - 35 - 2187 2222
Dividends - - - - - - {512) (512)
1ssue of share capital ot 64 - - - 128 {104) 89
Realisation of revaluation reserve in
respect of property disposals - - - (14) - - 14 -
Difference between depreciation of assets on
a histonical basis and on a revaluation hasis - - - {02) - - 02 -
Deferred tax rate change - - - 09 - - - 09
Tax on share based payments {note 10) - - - - - - 43 43
Credit for equity-settled share based payments - - - - - - 152 152
At 31 Decernber 2012 245 4872 3265 201 (16) {624) 15138 23081




Statement of Changes in Equity
L. |

FOR THE YEAR ENDED 3| DECEMBER 2012

TRAVIS PE

THE COMPANY

RKINS ANNUAL REPORT AND ACCOUNTS 2012

Issued Share
share  premwum Merger Hedging Own  Retained Total
capital account reserve reserve shares  earmings equity
£m £m £m £m £m im £m
AtiJanuary 2011 242 4704 3259 69) (834) 1787 9089
Profit for the year - - - - - 587 587
Other comprehensive income for the period net of tax - - - 18 - - 18
Total comprehensive income for the year - - - 18 - 587 605
Dividends - - - - - (388 (388)
Issue of share capital 02 93 06 - 82 7n 112
Tax on share based payments (note 10) - . - - - @y (41)
Credit for equity-settled share based payments - - - - - 51 51
At 31 December 2011 244 4797 3265 (51) {752) 1925 9428
Profit for the year - - - - - 658 658
Other comprehenswe incarme for the penod net of tax - - - 35 - - 3s
Total comprehensive income for the year - - - 35 - 658 693
Dividends - - - - - (512) (512)
Issue of share capital 01 64 - - 128 (104) 89
Tax on share based payments (note 10) - - - - - 30 30
Credit for equity-settled share based payments - - - - - 43 43
At 31 December 2012 245 4861 3265 (16) (62 4) 2040 9771
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Csh Iow Stte

FOR THE YEAR ENDED 31 DECEMBER 2012

THE GROUP THE COMPANY
2012 2011 2012 2011
im fm £m tm
Operating profit before amortisation and exceptional items 3266 3132 623 689
Adjustments for
Depreciation of property, plant and equipment 694 639 - -
Other non cash movements 152 139 43 51
Losses of associate 03 06 - -
Gam on disposal of property, plant, equipment and investments (171) (176) - -
Operating cash flows before movements in working capital 3944 3740 666 740
increase n inventories (192) (36 1) - -
Decrease / (increase) in receivables 51 (62 0) 818 15
(Decrease) / increase in payables (250) 1071 6828 2319
Payments on exceplional items 47 (178) - (54)
Pension payments in excess of the charge to profits (230) (201) - -
Cash generated from operations 3276 3451 8312 3020
Interest paid (274) (242) (412) (292)
Income taxes paid (64 5) (263) - -
Net cash from operating activities 2357 2946 7900 2728
Cash flows from 1nvesting activities
Interest receved 01 v 01 116
Proceeds on disposal of property plant equipment and investments 326 150 - -
Purchases of property plant and equipment (823) {1092) - 1)
Interest 1n associate (29) {23) (22) 23)
Disposal of business - 269 - -
Investrments in subsidianes - - (600 6) -
Provision of funding to subsidiary undertaking - - - (1682)
Acquisition of businesses net of cash acquired (245) 99 - (16)
Net cash used in investing activaties {770} (788) (602 7) (1606)
Financing activities
Net proceeds from the 1ssue of share capital 89 106 89 106
Bank faciity fees pard - (61) . (61)
Net movement 1n finance lease habilimes 57 (18) - -
Decrease n loans (61 6) {1522) (700) (900)
Dividends pad (512) (38 8) {512) (388)
Net cash from financing actities {98 2) (1881) (1123) (1243)
Net increase / {decrease) 1n cash and cash equivalents 605 277 750 (121)
Cash and cash equivalents at beginning of year 786 509 (16) 105
Cash and cash equivalents at end of year (note 19) 1391 786 734 (16)




Notes to the Financial Statements

L]}
FOR THE YEAR ENDED 31 DECEMBER 2012

1 General information

Overview
Travis Perkins plc 1s 2 company 1acorporated 1n the United Kingdom
under the Companies Act 2006 The address of the registered office 1s
given on page 137 The nature of the Group’s operattons and 1ts pnneipal
activities are set out 1n the Chief Executive s review of the year the
Deputy Chief Executive s review of the year and the Finance Director's
review of the year on pages 38t0 43

These financial statements are presented 1n pounds sterling, the
currency of the primary economic environment in which the Group
operates.

Basts of accounting

The financial statements have been preparedin accordance with
International Financial Reporting Standards (1FRS) 1ssued by the
International Accounting Standards Beard The financial statements have
also been prepared in accordance with iFRS adopted by the European
Union and therefore the Group finanaial statements comply with Article 4
of the EU I1AS Regulations

Basis of preparation
The financial statements have been prepared on the hustone cost basis,
except that derivative financial instruments are stated at their fair value
The consoltdated financial statements include the accounts of the
Company and all entittes controlled by the Company {1ts subsidianes)
(together referred to as the Group) from the date control commences
until the date that controt ceases Control is achieved where the Company
has the power to govern the financial and operating palicies of an
nvestee entity 10 obtain benefits from 1ts activities As such the results
of subsidtanes acquired during the year are included n the consohdated
income statement from the effective date of acquisition
In the current financial year, the Group has adopted the following
which did not have a matenal impact
« IAS 1 amendments Presentatian of financial statements
Atthe date of authonsation of these finaneial statements, the fallowing
Standards and Interpretations which have not yet been applied 1n these
financial statements were 1n1ssue but not yet effective
+ [AS 19 (revised) Emplayee benefits,
= IAS 27 (rewised) Separate Financial Statements
+ IAS 28 (revised}investments in Associates and Jaint Ventures (2011)
= [AS 32 (amenced) Offsetting Financral Assets and Liabihities
+ IFRS 9 Financial Instruments {2009),
+ IFRS 10 Consohdated Financial Statements
« IFRS 11 Jownt Arrangements;
+ IFRS 12 Disclosure of Interests in Othet Entities,
+ [FRS 13 Fair Value Measurement
The Directors anticipate that adoption of these Standards and
Interpretations in future penods wall have no matenal impact on the
financial statements of the Group except as follows
As the Group has always recognised actuanal gams and losses
immediately there wall be no effect on the defined benefit obligatien of all
defined benefit schemes and consequently no effect on the balance sheet
disclosures IAS 19 revised requires interest cost and return on scheme
assets calculated under the previous verston of IAS 19 to be replaced with
anet interest amount calculated by applying a discount rate to the net
defined hability or asset The impact of this reviston on profit before tax1n
2012 would be to lower profit before tax by approximately £12m
Management 1s currently of the opimion that the Group's forecasts
and prajecttons show that the Group should be able to aperate wathin
1ts current facilities and comply with its banking covenants The Group
15 however exposed ta a number of sigmficant nsks and uncertainties

TRAVIS PERKINS ANNUAL REPORT AND ACCOUNTS 2012

whieh coutd affect the Group'’s ability to meet management’s forecast and
projections and hence its ability to meet 1ts banking covenanis.

The Directors beheve that the Group has the flexibility to react to
changing market canditions and 1s adequately placed to manage its
bustness nsks successfully despite the current uncertain economte
outlook and challenging macre economic condrtions.

A detailed consideration of going concern nsks and uncertainttes 1s
pravided 1n the Finance Director’s review of the year on pages 38 10 43

After making enquines the Directors have formed a jJudgement at the
tume of approving the financial statements that there 1s a reasonable
expectation that the Company and the Group have adequate resources
to continue 1n operanonal existence for the foreseeable future For this
reason they continue to adopt the going concern basis in prepanng the
financial statements

2 Signmficant accounting policies

The pnincipal accounting polictes adopted 1n prepanng the financial
statements are set out below

Revenue recognition

Revenue 15 recogmsed when goods or services are received by the
customer and the nsks and rewards of ownership have passed to them
Revenue 1s measured at the fair value of consideration received or
recesvable and represents amounts receivahle for goods and senices
provided 1n the normal caurse of business net of discounts and value
added tax. For the Parent Company revenue compnses managerment
charges receivable and dnvidend income received

Exceptional items
Exceptional itemms are those 1tems of incorme and expenditure that
by reference to the Group are material in size or unusual in nature or
incidence that in the jJudgement of the Directors should be disclosed
separately on the face of the financial statements {or in the notes in
the case of a segment) to ensure both that the reader has a proper
understanding of the Group's financial performance and that there 1s
comparability of financial performance between penods

Ttems of 1ncome or expense that are cansidered by the Directors
for designation as exceptional items include but are not limited to
significant resinicturings onerous contracts wnte-downs or mpairments
of current and nen-current assets, the costs of acquinng and integrating
businesses gains or losses on disposats of businesses and investments,
re-measurement gains or losses ansing from changes in the fair value of
denvative financial instruments to the extent that hadge accounting 1s
naot achieved or 1s not effective and pension scheme curtailment gains

Business combinations and goodwll

All bustness combinattons are accounted for using the acqusition

method The cost of an acquisition represents the cash value of the

consideration and/or the fair value of the shares 1ssued on the date the

offer hecame unconditionat The acquiree’s identihiable assets, habilities

and contngent hiabilities that meet the conditions for recogmuon under

1FRS 3 (2008) are recognised at thairfair value at the acquisition date

except that

« Deferred tax assets or halhties and habihties or assets related to
emplayee benefit amangements are recognised and measured m
accordance with 1AS 12 Income Taxes and 1AS 19 Employee Benefits
Tespectively

« Liabihties or equity instruments related to the replacement by the
Group of an acquiree’s share-based payment awards are measured in
accordance with IFRS 2 Share-based Payment
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NOTES TO THE FINANCIAL STATEMENTS

+ Assets {or disposal groups) that are classified as held for sale in
accordance with IFRS 5 Non-current Assets Held for Sale and
Discontinued Operatians are measured 1n accordance wath that
Standard

Where a business combination is achieved 1n stages the Group's

prewviously held interests in the acquired entity are remeasured to fair

value at the acquisition date and the resulting gain or loss 1f any 15

recogmsed 1n the income statement
Goodwall ansing on acquisition represents the excess of the cost of

acqusiien over the share of the aggregate fair value of identifiable net
assets (including intangible assets) of a business or a subsidiary at

the date of acquisition All matenal intangible fixed assets obtained on

acquisition have been recognised separately in the financial statements

Goodwll 1s mitially recognised as an asset and allocated to cash

generating umts or groups of cash generating umits that are expected to

benefit from the synergles of the combinatian then at least annually 15

reviewed for impairment Any impatrment 1s recognised immediately in

the income staterment and ss not subsequently reversed assuch goodwll
ts stated in the balance sheet at cost less any provisions fer impairment
in value

Gaodwill anising on acquisitions before the date of transition to IFRS

{1 January 2004) has been retained at the previsus UK GAAP amounts

subject 1o being tested for impatrment at that date Goodwnll wntten off to

reserves under UK GAAP prior to 1998 has not been reinstated and ts not
included n determining any subsequent profit or loss on disposal

Liabihities for contingent consideration are classified as fair value
through profit and loss

Investments in associates

An assoclate 1s an entity aver which the Group has sigmificant influence
but not control or jeint control through participation in the financial
and operating pahey decisions of the investee The results, assets, and
liabilities of associates are incorporated in these inancal statements
using the equity method of accounting Investments in associates are
carned 1n the balance sheet at cost as adjusted by post acquisition
changes in the Group s share of the net assets of the associate less any
impairment 1n the value of individual investments

Intangible assets

Intangihle assets 1dentified as part of the assets of an acquired business
are capuahised separately from goodwnll if the fair value can be measured
reliably on imtial recognition Intangible assets are amortised to the
Income statement on a straight-line basis over a maximum of 20 years
except wherse they are considered to have an mdefinite useful life In the
latter instance they are reviewed annually for impairment

Investment properties

Investment properties, which are held to earn rental income or for capital

appreciation or for both are stated at deemned cost less depreciation

Properties are depreciated to their estimated residual value on a straight-

linte basis ever their estimaied useful lives, up to a maximum of 50 years
Rental income from investment property 1s recognised in the income

staternent on a straight-line basis over the term of the lease

Assets held for sale

Assets held for sale are measured at the lower of carnying amount and fawr
value less cosis to sell Assets are held for sale if their camging amount
will be recovered through a sale transaction rather than contnuing use
This condition 1s regarded as met only when the sale 15 highty probable
and the asset 1s available for sale in s present condition

Property, plant and equipment
Property plant and equipment 1s stated at cost ar deemed cost less
accumnulaied depreciation and any impatrment in value Assets are
depreciated 1o their estimated residual value on a straight-hne basis aver
their estimated useful hves as follows
+ Buildings - 50 years or if lower, the estimated useful life of the bnlding
ar the Iife of the lease,
« Plant and equipment - 4 to 10 years
+ Freehold land s not depreciated
Assets held under finance leases are depreciated over their expected
useful lives on the same basts as owned assets or where shorter, the term
of the relevant lease
The gam or loss ansing on the disposal or retirement of an asset 1s
deterrmined as the differenice between the sale proceeds net of expenses
and the carnying amount of the asset in the balance sheet and 1s
recognised in the income statement Where appropriate the attnbutable
revaluation reserve remaming n respect of propetties revalued pnor 10
the adoption of IFRS 1s transferred directly to accumulated profits

Leases
Finance leases which transfer to the Group substanually all the nsks
and benefits incidental to ownership of the leased item, are capitalised at
the inception of the lease at the fair value of the leased asset or f lower,
ak the present value of the minimum lease payments Lease payments
are appartioned between the finance charges and reduction of the lease
hability to achieve a constant rate of interest on the remaining balance
of the iability Finance charges are charged directly against income
Capitalised leased assets are depreciated over the shorter of the estimated
useful life of the asset ot the lease term Leases whete the lessor retains
substantially all the nsks and benefits of ownership of the asset are
classified as operating leases

Operating lease rental payments are recognised as an expense in the
Incame statemnent on a straight-line basis over the lease term

Reverse lease premia and other incentives recervable for entering mnto a
lease agreement are recogmsed in the income statement on a straight line
basts over the hfe of the lease

Impairment of tangible and intangible assets excluding goodwill
The carrying amounts of the Group s tangible and intangible assets
are reviewed at each balance sheet date to determune whether there1s
any indication of impatrment 1f such an indication exists, the asset’s
recoverable amount 1s estimated and compared to its catrying value
Where the asset does not generate cash flows that are independent from
other assets the Group estimates the recoverable amount of the cash-
generating umt (CGU’) to which the asset belongs. Where the carrying
value exceeds the recoverable amount a prowision for the impairment lass
1s established with a charge being made to the income statement

For intangible assets that have an indefinite useful hfe the recoverable
amount 1s estimated at each annual balance sheet date

Impatrment losses recognised in respect of a CGU are allocated first
to reduce the carnying amount of any goodwill allocated to the CGU and
then ta reduce the carrying amauni of the other assetsin the uniton a
pro-rata basis

Inventories

Inventones which consist of goods for resale are stated at the lower of
average welghted cost and net realisable value Cost compnses direct
matenals and where apphcable direct labour costs and those overheads
that have been incurred in bninging the inventones to their present
location and condition Net realisable value is the estimated selling price
less the estimated costs of disposal




Financial instruments

Financial assets and liabilities are recognised in the balance sheet
when the Group becornes a party to the contractual provisions of the
nstrument.

Trade receivables

Trade recewvables are measured at amortised cost which 1s carrying
amount less provision for irrecoverable amounts Allowances for the
estimated 1recoverable amounts are made 1n the income statement when
the receivable 1s considered to be uncollecuble

Impairment of financial assets

Financial assets are treated as impaired when in the opinion of the
Directots the ikelihood of full recaveny 1s dimmished by either events or
change of circumstance

Cash and cash equivalents
Cash and cash equivalents compnse cash balances and call deposits with
an onginal matunty of three months or less.

Bank and other borrowings

Interest beanng bank loans and overdrafts loan notes and other loans
are recogmsed in the balance sheet at amortised cost Finance charges
associated with arranging a bank facility are recognised in the income
statement over the life of the facility All ether borrowing costs are
recognised 1n the income statement 1n the pertod i which they are
incurred

Trade payables
Trade payables are measured at amortised cost

Foreign currencies
Transactions denormunated in foreign currencies are recorded at the rates
ruling on the date of the transaction

At the cansolidated balance sheet date, unhedged monetary assets
and habilities denormnated in foreign currencies are translated at the rate
of exchange ruling at that date Foreign exchange differences ansing en
translation are recognised 1n the income statement

Denvative financial instruments and hedge accountmg

The Group uses denvatwe financial instruments to hedge 1ts exposure to
interest rate and foreign exchange nsks ansing from financing actvities
The Group does not enter into speculative financial instruments. In
accordance with its treasury policy the Group does not hold or 1sue
denvative financial instruments for trading purposes.

Dervative financial instruments are stated at fawr value The fair value
of denvauwve financial instruments 1s the estimated amount the Group
would receive of pay to terminate the denvative at the balance sheet date
taking mte account current interest and exchange rates and the current
creditworthiness of the counterpartes.

Changes in the fair value of denvative finaneial instruments, that
are designated and effective as hedges of the future vanabihty of cash
flows, are recognised 1n equity and the ineffective portion 1s recogrused
immedately n the Income statement

For an effective hedge of an exposure to changes in the fair value
of a hedged 1tem, the hedged 1tem 1s adjusted for changes 1n fair value
attnbutable to the nsk being hedged with the corresponding entry in the
Income statement

For denvatwes that do not quahify for hedge accounting any gains
or losses ansing from changes n faw value are taken to the mcome
statement as they anse
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Denvatives embedded mn commercial contracts are treated as separate
denvatives when therr nsks and characienstics are not closely related to
those of the underlying contracts with unrealised gans or losses bemng
teported 1n the income statement

The fair value of hedged derivatives 1s classified as a non-cutrent
asset ot non-current hability if the remaining matunty of the hedge
relationship 1s more than 12 months stherwise they are classified as
current

Fareign currency farward contracts not designated effective hedges
are marked to market at the balance sheet date with any gains or losses
being taken through the income statement.

Finaneial assets and finaneal habilities
Financral assets are classified into the followang specified categones.
financial assets at ‘fair value through profit or loss {FVTPL) ‘available-
for-sale’' (AFS) financial assets and loans and receivables The
classification depends on the nature and purpose of the financial assets
and 15 determined at the time of initial recognition

Financial ltabilities are classified as either financial hamhties ‘at
FVTPL or other financial habilities and trade and other payables

The Group has defined the classes of financial assets to be other
financial assets cash and borrowings and denivative financial
mstruments

Financial assets and financial habilities at FVTPL

Financial assets and financial habilities are classiited as at FVTPL where

the financial asset or the financtal Liabihity 1s exther held for trading or1t1s

designated as FVTPL.

A financial asset or financial hability 15 classified as held for trading 1f 1t

= Hasbeen acquired pnincipally for the purpose of selling or of disposal
1n the near future, or

« Is apan of an identifted portfohio of finaneial instruments thai the
Group manages together and has a recent actual pattern of shon-term
profit-taking, or

= Isadenvative that 1s not designated and effective as a hedging
mstrument

Financial assets and financial habilities at FVTPL are stated at fair value

with any resultant gain or loss recogmsed in the income statement unless

it 15 an effective cash flow relationship The net gain or loss recognised

n the income staternent incorporates any nterest earned or paid on the

financial asset and financial hability respectively

Loans and receivables

Trade recevables and other recevables that have fixed or deterrinable
payments that are not quoted 1t an active market are classified asloans
and recewvables Loans and receivahles are measured at amortised cost
ustng the efiective interest method less any impairment Interest income
15 recogrused by applying the effective interest rate except for short-term
receivables which applies to all ameunts owed to the Group when the
recogmition of interest would be immaterial

Other financial habiiities

Other financial habihues mcluding borrowings are imuially measured

at fair value net of transaction cests. Other financial habilities are
subsequently measured at amortised cost using the effective interest
method, wath interest expense recognised on an effective yield basis. The
effectve interest methad 1s a methed of calculating the amortised cost
of a financial hability and of allocating interest expense over the relevant
penod The effeciive interest is the rate that exactly discounts estimated
future cash payments through the expected life of the financial hability,
or where appropnate ashorter penod
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NOTES TO THE FINANCIAL STATEMENTS

Derecognition of financial assets and financial liabilities
The Group derecognises a financial asset only when the contractual
nghts to the cash flows from the asset expire or 1t transfers the financial
asset and substantially all the nsks and rewards of ownership of the asset
to another entity I the Group neither transfers nor retains substantially
all the nsks and rewards of ownership and continues to controt the
transferred asset the Group recogmises 1ts retained interest in the
asset and an associated hiability for amounts 1t may have to pay 1f the
Group retains substantially all the nsks and rewards of ownership of a
transferred financial asset the Group continues to recogmse the financial
asset and alse recogruses a collateralised botrowing for the proceeds
received

The Group derecogmses financial habilities when and only when the
Group s obligations are discharged, cancelled or they expire

Taxation
The tax expense represents the sum of the tax currently payable and the
deferred tax

Thetax currently payable 1s based ontaxable profii for the year Taxable
profu differs from net profit as reported 1n the income statement because
1t excludes 1tems of income and expense that are taxable or deductible
1n other years and 1t further excludes 1iems which are never taxable or
deducuble The Group's hability for current tax is calculated using tax rates
that have been enacted or substanually enacted by the balance sheet date

Deferted tax1s the tax expected to be payable or recoverable on
differences between the carrying amounts of asseis and habiiities 1n
the financial statements and the correspending tax bases used in the
computation of taxable profit This 1s accounted for using the balance
sheet habiity method Deferred tax habiities are generally recogmsed fer
all 1axable ternporary differences and deferred tax assets are recognised
to the extent that 1t 1s prohable that taxable profits will be available
against which deductible temparary differences can be utiised Such
assets and liabilities are not recognised if the temporary difference anses
from goodwnll or from the imtial recogmition {other than n a business
combination) of other assets and liabilities in a transaction that affects
neither the tax profit nor the accounting prafit

Deferred tax 1s calculated at the tax rates that are expected io apply 1n
the perniod when the hability 1s settled or the asset realised Deferred tax
1s charged or credited 1n the income staternent except when it relates to
items charged or credited directly to equity in which case the deferred
tax 1s also dealt wath 1 equity

Pensions and other post-employment benefits

For defined benefit schemes operating proiit 1s charged wath the cost

of providing penston benefits eamed by emnployees 1n the penod The
expected return on pension scheme assets less the interest on pension
scheme habilities 1s shown as finance income or as a finance cost within
the Income statement.

Actuanal gamns and losses ansing in the pentod from the difference
between actual and expected returns on pension scheme assets
expenence gains and losses on penston scheme habilities and the eifects
of changes i demographtcs and financial assumptions are included 1n
the statement of comprehensive imcome

Recoverable pension scheme surpluses and pension scheme deficits
and the associated deferred tax balances are recogmsed in full in the
penod in which they oceur and are included in the balance sheet

Obligations for contnbutions to defined contnbution pension plans are
recognised as an expense m the incorne statement as incurred

Employee share mcentive plans

The Group 1ssues equity-settied share-based payments to certamn
employees (long-termincentives executive shate options and Save as
You Earn} These payments are measured at fair value at the date of grant
by the use of the Black Scholes option-pricing model taking into account
the terms and conditions upon which the options were granted The cost
of equity-settled awards 1s recogmised on a straight-ine basis over the
vesting penod based on the Group s estimate of the number of shares that
will eventually vest

Provisions

A provision 1s recogrused mn the halance sheet when the Group has a
present legal or constructive obligation because of a past event andit1s
probable that an outflow of economic benefits will be required to settle
the obhgation Provisions are measured at the Directars best estimate of
the expenditure required to settle the obligation at the balance sheet date,
and are discounted to present value where the effect 15 matenal

Equity mmstruments and own shares

The Group has applhed the requirements of IFRS 2 — Share Based
Payments In accordance with the transitional provisions [FRS 2 has
been applied to all granis of equity instruments after 7 November 2062
that were unvested at 1 lanuary 2005

Equity instruments represent the ordinary share capital of the Group
and are recorded at the proceeds received, net of directly attnbutable
incremental 1ssue costs.

Consideration paid by the Group for1ts own shares 13 deducted from
total shareholders’ equity Where such shares vest to employees under
the terms of the Group s share incentive schemes or the Group s share
save schemes or are sold any cansideration received 1s included in
shareholders' equity

Dividends

Dividends propased by the Board of Directors and unpaid at the penod
end are not recognised 1n the financial statements unul they have been
approved by shareholders at the Annual General Meeting,

3 Cnitical judgements and
key sources of estimation and uncertainty

These consohdated financial statements have been prepared in
accordancewith [FRS as 1ssued by the JASB The preparation of financial
statements requires the Directors to make estimates and assumptions
about future events that affect the reported amounts of assets and
lrabshites and disclosure of contingent assets and Liabilittes Future events
and their effects cannot be deterrmned wath certainty Therefore the
determinauon of estimates requires the exercise of judgement based

on various assumptions and other factors such as hustorical expenence
current and expected economic condittons The Directors frequently
re-evaluate these sigmficant factors and make adjustments where facts
and circumstances dictate The Directors believe that the following
accountng policies are catical due to the degree of estimatton required
and / or the potential material impact they may have on the Group's
financial pesition and performance

Income taxes
The Group 1s subject to the income tax laws of the Umted Kingdorm. These



laws are complex and subject to different interpretations by taxpayers
and tax authonties. When establishing income tax provisions, the
Directers make a number of jJudgements and interpretations about the
application and mteraction of these laws. Changes in these tax laws or
In their interpretation could affect the Group's effective tax rate and
the results of operattons in a given penod Accordingly potentially
sigruficant tax benefits will not be recogmsed until there 1s sufficient
certainty that they wall be accepied by HMRC

Cash generating units

The Directors consider that indmdual assets do not generate cash
flows that are largely independent of those from other assets and
cansequently that, for the purposes of impairment testing, each branch
n the Group 1s a cash generating unit Impairment testing of property
plant and equipment 1s carned out at indivdual branch level Goodwatl
and other intangibles impairment testing 15 carried out at brand level as
descnbedin note 13

Goodwll and intangible assets
In testing for impairment, the recaverable amount of gosdwall and
intangible assets 1s determned by reference to the value in use of the
CGU grouping to whtch they are attnihuted 1n addition the Directors
have made certain assurnptions concerning discount rates and the
future development of the business that are consistent wath its five-year
plan Whilst the Directors cansider their assumptions to be realistic
should actual results, including those for market volume changes be
different from expectations for instance due to a worseming of the UK
economy then it 1s possible that the value of goodwill and intangible
assets included in the balance sheet could become 1mpaired

The pre-tax discount rate 1s denved from the Group s werghted
average cost of capital (WACC)) caleulated by the Group's adwisors The
WACC)s based upen the nsk free rate for ten-year UK gilts adjusted
for the UK market nsk prermum, which reflects the increased nsk of
mvesting 1n UK equities and the relative volatilittes of the equity of the
Group campared to the market as awhole in armving at the discount
rate the Directors have applied an adjustment to reflect their view of the
relative nsk of the Group’s operations Further details concerming the
judgements made by the Directors in respect of goadwll and intangible
assets and the impairment testing thereof, are given 1n note 13

Tuolstation consideration

The final consideration for Toolstation will be determined by reference
to 2 multiple of the EBITDA of the businessin 2013 At the balance
sheet date the Directors have estirnated Toolstations 2013 EBITDA
from which they have calculated an estumated creditor for the final

TRAVIS PERKINS ANNUAL REPORT AND ACCOUNTS 2012

constderation payable and included it in the balance sheet Should
the Company's 2013 EBITDA change from that estimated, the final
consideration will be different but 1n the opruon of the directors any
difference 1s unhkely to be matenal

Pension assumptions

‘The Group has chosen to adopt assumptions that the Directors believe
are generally 1n hne with the median for comparable compames 1§ the
future retum on equnties 1s lower than anticipated which frem 2013 wll
be equal to the discount rate appled to the pension scheme habihty

or 1f the difference between actual mnflation and the actual increase

1n pensionable salanes 1s greater than that assumed or if long term
nterest rates were lower than assumed, o1 if the average ife expectancy
of pensioners increases, then the pensien deficit would be greater than
currently stated 1n the balance sheet

Property leases

The Group 1s party ta a number of leases on properties that are no longer
required for trading. Whilst every effort 1s made to profitably sub-let
these properties, 1t 13 not always possible Whete a lease 1s anerous to
the Group a provision 15 established for the difference between amounts
contractually payable to the property owner and to local authanttes and
amounts expected to be recewved from the tenant {if anu) for the penod
up until the point it ts judged that the lease wall no longer be onerous The
Directors believe that their estimates, which are hased upon the current
state of the UK property matket are appropriate However, 11 is possible
that 1t will take longer (o1 1n some cases Jess 1ume) to dispose of leases
than they anticipate Asaresult the provisions may be mis-stated, but in
the optmion of the Directors this 1s unhkely to be matenal

Insurance provisions

The Group has been substantialiy self-ansured since 2001 The nature
of insurance claims 1s that they frequently take many years to fully
crystallise, therefore the Directors have to estimate the value of
provisions to hold in the balance sheet in respect of histoncal claims
Under the gmdance of the Group s msurance advisors the value of
incurred claims 1s estimated using the Generalised Cape Cod Method
The provision 1s deterrmined by deducting the value of claims settled ta
date from the estimated level of claims incurred Whilst the Generalised
Cape Cod Method 1s an 1nsurance industry standard methodelogy 1t
relies on hustorical trends to determine the level of expected claims.

To the extent that the esumates are Inaccurate the Group may be
underprovided but in the opimton of the Directors, any under-provision
1s unlikely to be matenal
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4 Revenue
THE GROUP THE COMPANY
2012 2011 2012 2011
im £m fm im
Sale of goods 48449 47791 - -
Management charges - - 79 69
Dindends from subsidianies - - 742 791
4,844 9 47791 821 860
Other operating income 193 205 - .
Finance income 138 224 17 195
48780 48220 858 1055
5 Profit
a Operating profit
THE GROUP THE COMPANY
2012 2011 2012 2011
£m im fm tm
Revenue 48449 47791 821 860
Cost of sales (3.3811) (33558) - -
Gross profit 14638 14233 821 860
Selling and distribution costs {907 8) (882 1) - -
Administrative expenses {2745) (270 6) (198) {171}
Other operating inceme 193 205 - -
Share of results of associate (03) {06) - -
Operating profit 3005 2905 623 689
Add back exceptional stems 87 o8 - -
Add back amortisation of intangible assets 174 126 - -
Adjusted operating profit 3266 3132 623 689
Exceptional :tems
2012 2011
fm fm
BSS integration costs {147) @8)
Onerous lease provision release 50 -
Taoolstation investment fair value adjustmen: 353 -
Toolstation consideration fair value adjustment 42 -
308 98

The Group incurred £14 7m of exceptional eperating charges n 2012 (2011 £9 8m) as a result of integrating BSS into the Group The charges arose mainly
as a result of the on-going programme to integrate BSS colleagues, systems and processes mto the Group although 1n 2011 there was a £2 2m charge due
to the closure and dispesal of businesses that were determined to be non-core to the Group's operations

The Group released £6 0m through operating profit as exceptional items for onerous lease provisions that are no longer required because properties have
been sublet

The Group recogmised £35 3m of excepuonal fair value gains in mvestment income when the requirements of 1FRS 3 (2008) Business Combinations were
applied to the mvestments held i Toolstatirn This acquisition has resulted 1n the Group's existing 30% associate interest being re-measured to 1ts fair
value at the acquisition date The exceptional item recogrused by the Group was £2 1 m higher due to the revaluation of the intra-group loan.

In accordance with IAS 39 the contingent consideration payable in respect of Toolstation has been reassessed at 31 December 2012 and as a result
the discounted amount previously recogmsed of £51 2m has been reduced to £47 Om with the difference of £4 2m being credited to income statement as
exceptional iInvestment income

To enable readers of the inancial statements to obtamn a ¢clear understanding of underlying trading, the Directors have shown the exceptional items
separately n the group income statement.




5 Profit continued

Operating profit has heen arnved at after charging / {crediting)

TRAVIS PERKINS ANNUAL

REPORT AND ACCOUNTS 2012

THE GROUP THE COMPANY
2012 2011 2012 2011
3] Em fm im
Movement of provisions against inventenes {0 4) {03) - -
Cost of inventones recognised as an expense 3,2815 33581 - -
Pensien costs included in cost of sales 05 05 - -
Pension costs In administration expenses 41 14 04 04
Pension costs in selling and distiibution costs 126 109 - -
Depreciation of property plant and equipment 694 639 - -
Staff costs (see note 7) 6051 5797 115 124
Gawn on disposal of property, plant and equipment (171) {163) - -
Rental income 42) {42) - -
Hire of vehicles plant and machinery 340 334 - -
Other leasing charges — property 1756 1643 - -
Arnortisation of intangible assets 174 129 - -
Audutor remuneration for audit services 04 04 01 01
During the year the Group incurted the following costs for services provided by the Company’s auditor THE GROUP
2012 201
£000 £000
Fees payable to the Company's auditor for the audit of the Company s annual accounts 106 104
Fees payable to the Company s auditor for the audit of the Company s subsidianes 325 297
Fees paid to the Company's auditor for other sernces
Audit related assurance services 73 107
Other services relating to taxation — advisory 56 192
560 700

Audit related assurance services includes £18000 (2011 £17000) which was paid to the auditor by the Trawis Perkins Pension and Dependents Benefit

Scheme

A descniption of the work of the Audit Commuttee 1s sat cut in the Audit Cormnmuttee report on pages 61 to 63 and includes an explanation of how auditer

ohjectivity and independence 1s safegnarded when non-audit services are provided by the aud:tor

b Ad)usted profit before and after tax

THE GROUP
2012 2011
£m £m
Profit before tax 3133 2696
Exceptional items (308) 142
Amortisation of intangible assets 17 4 129
Adjusted profit before tax 2999 2967
THE GROUP
2012 2011
£m £m
Profut after tax 2596 2124
Exceptional items (308) 142
Amorusation of intangible assets 174 129
Tax on exceptional iterns and amortisation (61) 79
Effect of reduction tn corporatien tax rate on deferred tax (133) (126)
Adjusted profit after tax 2268 2190
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5 Profit continued

¢ Adjusted operating margin

General Specialist Plumbing
Merchanting Merchanting Consumer & Heating Unallacated Group
2012 2011 2012 2011 2012 2011 2012 2011 2012 2011 2012 2011
tm fim £m fm fm im im £m im £m £m im
Revenue 14567 14433 6036 5822 11,1525 10178 1,6321 17358 - - 48449 47791
Segment result 1673 1646 313 253 658 460 458 636 @ 90) 3005 2905
Amortisation of
intangible assets - - - - 49 - 125 129 - - 174 129
Exceptional items - 59 02 06 (6 0) - 145 33 - - 87 93
Adjusted segment
result 1673 1705 315 259 647 460 728 798 ®@7 (5 0) 3266 3132
Adjusted operating
margin 115% 118% 52%  44% 56% 45% 45% 46% - - 67% 66%

Segmental information 1s shown 1n note 6 As outiined 1n note 6 an 1 January 2012 the Group was reorgamsed into four dvisians General Merchanting
Specialist Merchanting, Consumer and Plumbing and Heating.

6 Business and geographical segments

As required by IFRS 8 the aperating segments are 1dentified an the basis of internal reports about compenents of the Group that are regularly reviewed
by the Chief Executive to assess their performance On 1 January 2012 the Group was reorgamsed into four divisions, General Merchanting, Specialist
Merchanting Consumer and Plumhing and Heating Pnor year figures have been restated to reflect the new segmenis All four divisions sell building
matenals to a wide range of customets none of which are dominant, and operate alnost exclusively in the United Kingdom and consequently no
geographical information 1s presented

Segment profit represents the profit earned by each segment witheut allocation of certain central costs, finance income and costs and income tax
expense Unallocated segment assets and lLiabilities compnse financial instruments curtent and deferred taxation cash and borrowings and pension
scheme assets and hab:lities

Inter-segment sales are eliminated Dunng 2012 and 2011 there were no imnpairment losses ar reversals of impairment losses recogmsed in profit or loss
or n equity in any of the repontable segments.

2012
General Specialist Plumbing
Merchanting Merchanting Consumer & Heating Unallocated Eliminations Consalidated
fm £Em Em fm £m im tm
Revenue 14567 6036 1,1525 1,6321 - - 4,844 9
Result
Segment result 1673 313 658 458 97 - 3005
Excepticnal investment income - - 395 - - - 395
Finance income - - - E 138 - 138
Finance cosis - - - - {405) - (40 %)
Profit before taxatton 1673 313 1053 458 {36 4) - 3133
Taxation - - - - (537) - {(537)
Profit for the year 1673 313 1053 458 {90 1) - 2596
Segment assels 21217 4697 16534 11666 1793 (1,2335) 43572
Segment habilities {6597) 137 {4155) (2324) (1961 3) 1,2335 {2,049 1)
Consolidated net assets 14620 4560 1,2379 9342 {1,782 0) - 2,081
Exceptional 1iems - 02 (60) 145 - - 87
Capital expenditure 442 115 178 110 - - 845
Amortisation - - 49 125 - - 174
Depreciation 336 813 178 97 - - 694




6 Business and geographical segments continued
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2011
General Specialist Plumbing &
Merchanting Metchanting Consumer Heating Unallocated Ehminatons Consehdated
£m tm £m m tm £m £m
Revenue 14433 5822 10178 1,7358 . - 47791
Result
Segment result 1646 253 460 636 90) - 2905
Finance income - - - - 224 - 224
Finance costs - - - - {433) - (433)
Profit before taxation 1646 253 460 636 (299) - 2606
Taxation - - - - {572} - (57 2)
Profut for the year 1646 253 480 636 871) - 2124
Segment assets 20963 4579 15203 1,1452 1987 (1.2272) 41912
Segment habilities (655 6) {176) (3987) (2889) (1,949 8) 12272 {2083 4)
Consohdated net assels 14407 4403 11216 8563 (17511) - 21078
Exceptional items 59 06 33 - - - a8
Capital expenditure 581 148 258 93 01 - 1081
Amortisation - - - 129 - - 129
Depreciation 3126 77 139 97 . - 639
Unallocated segment assets and hiabilities compnse the following.
2012 2011
fm fm
Assets
Interest 1n assoclates 67 513
Financial instruments 255 434
Cash and cash equivalents 1391 786
Retirement benefit asset 16 193
Unallocated corporate assets 64 61
1793 1987
Liabilities
Financial instruments (73) {59)
Tax habilities (74 8) (759)
Deferred tax habilities {850} (974)
Retirement benefit obhgattons {591) (650)
Interest beanng loans, borrewings and loan notes (591 3) {6618)
Intra-group creditors (1,124 2) (10268}
Unallocated corporate habihities {15 4) (170
(1,961 3) {19498)
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7 Staff costs

a The average monthly number of persons employed (including executive directors)

THE CROUP THE COMPANY
2012 2011 2012 2011
No No No No
Sales 16,150 15923 - -
Distnbution 3138 3240 - -
Admunistration 2,599 2260 50 42
21,887 21423 50 42

b Aggregate remuneration

THE GROUP THE COMPANY
2012 2011 2012 2011
£m £m tm fm
Wages and salanes 5415 5190 65 67
Share based payments (note 8) 152 1349 43 51
Socral secunty costs 484 468 a7 06
Other penston costs {note 28) 172 128 04 04
6223 5925 119 128

8 Share-based payments

The followang disclosures relate to share option and SAYE grants made after 7 November 2002

The Black-Scholes aption-pricing madel 1s used to calculate the fair value of the options and the amount to be expensed The probability of the
performance conditions being achieved was included in the fair value calculations The inputs into the model for options granted in the year expressed as
weighted averages are as follows

2012 2011

Executive Nil price Nil price

optiens SAYE options SAYE options

Share price at grant date {pence) - Group 912 1,114 1,062 833 975

Option exercise price (pence) - Group 806 818 - 657 -

Share pnce at grant date (pence) - Company 9212 1,114 1,062 833 975

Option exercise price (pence) - Company 806 818 - 657 -

Volatihty (%) — Group and Company 530% 384% 409% 486% 61 4%

Option hife (years) - Group and Company 30 33 30 35 30

Risk-free interest rate (%) — Group and Company 10% 04% 05% 09% 17%
Expecied diwidends as a dividend yueld (%) —

Group and Company 17% 23% 23% 18% 19%

Volatility was based on histonic share prices over a peniod equal to the vesting period Option life used in the model has been based on aptions being
exereised 1n accordance with histonical patterns For executive share options the vestng penod 1s 3 years. If options remain unexercised after a penod of 10
years from the date of grant, these options expire Options are forfeited if the employee leaves the Group before options vest SAYE options ves: after 3 or 5
years and expire 3% or 5% Years after the date of grant

The nsk-free interest rate of return is the yield on zero-coupon UK Government bonds on a term consistent wath the vesting penod Dividends used are
based on actual dividends where data 1s known and future divedends estimated using a dividend cover of three times

The expected hfe used in the model has been adjusted based upon management s best estimate, for the effect of non-transferability exercise restnictions
and behavioural considerations.

SAYE options were granted on 27 September 2012 The estimated fair value of the shares at that date was £5 4m for the Group and £0 1m for the
Company

Shares were granted under the share-matching scheme on 14 March 2012 and 9 May 2012 The estimated fair value of the shares at those dates was
£5 1m for the Group and £2 4m for the Cornpany

Shares were granted under the performance share plan on 2 March 2012 20 Apnt 2012 and 22 August 2012 The estimated {arr value of the shares at
those dates was £7 4m for the Group and £2 5m for the Company

Shares were granted under the deferred share bonus plan on 2 March 2012 The estimated fair value of the shares at that date was £1 1m for the Group
and £0 6m for the Company

The Group charged £15 2m (2011 £13 9rm) and the Company charged £4 3m (2011 £5 Lm) to the income staterneni in respect of equity-settled share-
based payment transactions.




8 Share-based payments continued
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The number and weighted average exercise price of share optionsis as follows
THE GROUP
2012 2011
Weighted Number Number Weighted Number
average of of ml price average Number of mt pnice
exercise price oplrans options exercise pnce of opltons options
P No No P No No
In thousands of options
Outstanding at the beginning of the penod 636 8,050 4875 582 8017 4454
Forfeited dunng the penod 598 {536) {92) 778 {1250) (712)
Exercised durning the period 552 {1,379) {500) 392 (2473) (248)
Granted dunng the penod 839 1,583 1,416 657 2896 1381
Outstanding at the end of the penod 695 7,718 5,699 636 80650 4875
Exercisable at the end of the penod 792 1,227 1,540 718 1656 -

Share options were exercised on a regular basis throughout the year The werghted average share pnice for options exercised during the year was 1 037

pence (2011 837 pence)

Details of the options outstanding at 31 December 2012 were as follows

THE GRCUP
2012 2011

Executrve Nil price Executive Nil pnee
options SAYE aptions options SAYE optons
Range of exercise prices (pence) 201-1,611 442-1,114 - 201-1,611 442-1114 .
Weighted average exercise price {pence) 880 651 - 733 604 -
Number of shates {thousands) 1,499 6,220 5,699 1,992 6058 4874
Weighted average expected remainung life (years) 07 21 09 07 26 12
Weighted average contractual remaiming life (gears) 49 26 77 53 31 82

If all 1 5 nullion outstanding executive aptions vest and then are exercrsed on the date of vesting, or 1n the case of SAYE all 6 2 million shares are acquired
on the first possible day, 77 mihion of shares wil be 1ssued for a consideration of £53 7m in the years ending 31 December

31 December 2013 2014 2015 2016 2017
No Value No Value No Value No value No Value
m £m m im m im m im m fm
Options 12 104 a2 14 a1 14 - - - -
SAYE 19 95 21 138 14 112 0& 41 02 15
The table above shows theoretical amounts For the Company te receive the cash indicated in the penods shown the following must occur
» All performance conditions an executive share options must be fully met
- Opuions must be exercised on the day they vest (option holders generally have a 7 year penod post vesting to exercise the option)
« The share price at the exercise date for SAYE options must exceed the exercrse pnce and every holder must exercise;
+ All option/SAYE holders must remain with the Company or leave on good terms.
If rone of the requirements are met then the Company wall recewe no cansideration.
The number and weighted average exercise pnce of share options is as follows
THE COMPANY
2012 2011
Weighted Number Number Weighted Number
average of of ml prce average Number of ml price
exercise pnee opticns aptions exercise price of ophons options
p No No p No No
In thousands of options
Outstanding at the beginning of the pencd 606 111 2,197 698 473 2166
Forfeited dunng the penod 746 {96) - 162 {(55) (361}
Exercised dunng the pened 372 {44) {15} 952 (318) {168)
Transferred from other group companies 746 317 80 - - -
Granted dunng the penod 918 12 575 657 11 560
Outstanding at the end of the penod 756 300 2837 606 111 2197
Exercisable at the end of the penod 784 219 126 713 kK| -
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8 Share-based payments conunued

Details of the options outstanding at 31 December 2012 were as follows.

THE COMPANY

2012 2011

Executive Nil price Executive Nil price

opticns SAYE aptioans aptions SAYE oplions

Range of exercise prices {pence) 201-1611  442-1114 - 201-1611 442-1114 -
Weighted average exercise price {pence} 806 548 - 700 516 -
Number of shares (thousands) 241 58 2,837 54 56 2196
Weighted average expected remaining life {years) 03 15 07 10 22 11
Weighted average contractual remaimng hfe {years) 40 20 75 60 27 81

9 Net finance costs
THE GROUP
2012 2011 2011 2011
Pre-cxceptional Exceptional

tems items Tatal

im im £m tm

Interest on bank loans and overdrafts” (247) {26 6) - (266)
Interest on ebligaticns under finance leases {11) (12) - {12)
Unwinding of discounts {50) (3] - 6N
Amortisation of cancellation payment for swaps accounted for as cash flow hedges (41) 42) - 42}
Other interest 7 (12) - {12}
Net loss on seitlement of private placement - - (44) (44)
Net loss on re-measurement of denvatives at fair value (39) - - -
Finance costs {40 9) (389) 44 {433)
Other filnance mcome - pension scheme 111 118 - 118
Amarnisation of canceliation receipt for swap accounted for as fair value hedge 10 11 - 11
Net gain on re-measurement of denvauves at fair value 13 51 - 51
Interest recevahle 04 44 - 44
Finance income 138 224 - 224
Net finance costs (267) (165) 44) (209)
Adjusted interest cover 131x 154x

Includes £1 2m {2011 £3 1m) of amorused bank finance charges

Adjusted 1nterest cover 15 calculated by diwiding, adjusted operating profit of £326 6m (20611 £313 2m) less £1 5m (2011 £1 5m) of spectfically excluded
IFRS adjustments by the combined value of interest on bank loans and overdrafts (excluding amortised bank finance charges) other inzerest payable and

interest recetvable, which total £24 8m (2011 £20 3m)

The pre exceptional unwinding of the discounts chatge anses principally from the property provisiens created 1n 2008 and the habiliny to the penston

scheme assoclated with the SPV

Dunng 2011 the Group repaid $125m of the BSS unsecured sentor notes and terminated the associated denvatives. This resulted in a net loss of £4 4m,

which was shown as exceptional
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9 Net finance costs continued

THE COMPANY

2012 2011
£m fm
Interest on bank loans and overdrafts {25 5) (264)
Interest payahle to group companies {156) {64)
Amortisation of cancellation payment for swaps accounted for as cash flow hedges {41) 42
Other interest {17 (12
Net loss on re-measurement of denvatives ai fair vatue {39) {16}
Finance costs {508) (398)
Amorusation of cancellation receipt for swap accounted for as fair value hedge 10 11
Net gain on re-measurement of denvatives at fair value 13 51
Interest recewvable from group companies 10 -
Interest recevable 04 133
Finance income 37 195
Net finance costs {471) (203}
Includes £1 2m (2011 £3 1m) of amortised bank finance charges
10 Tax
THE GROUP THE COMPANY
2012 2012 2012 2011 2011 2011 2012 2011
Pre-exceptional Exceptional Pre-exceptional Exceptional
items tems Total tems iterns Total
fm £l £m £m £m m £m £m
Current tax
UK corporation 1ax
—current year 680 {22} 658 725 (33) 692 (139) 81
— pnor year (11) - a1 (1) {14) (25 25 (14)
Total current tax 669 22) 647 714 @7 867 (110 {95}
Deferred tax
—current year 16 {133) 117) 28 (12 8) (98) {23) {0 6)
— pnoryear 07 - 07 03 - a3 01 -
Total deferred tax 23 (133) (110) 31 (126) @5) {22) {06
Total tax charge 692 {155) 537 745 (17 3) 572 (132) {101)

The differences between the total tax charge shown abeve and the amount calculated by applying the standard rate of UK carporation tax to the profit
before tax are as follows.

THE GROUR :
2012 2011 —
(&)
im % im % A
Profit before tax 3133 2696 <2ﬁ
Tax at the UK corporation tax rate 767 245 714 265 o
Tax effect of expenses / credits that are not deductible /
taxable in determining taxable profit 11 04 19 07
Depreciation of non-quahfying property 28 09 23 08
Exceptional valuation gain not taxable (8 6) 27N 05 02
Exceptional fair value movement not taxable (10) (03) - -
Deferred tax rate change (133) (44) (126) @47
Property sales (36) {12) (41) {15)
Exceptional pnor penod adjustment - - {14) (05)
Pnoer period adjustment {04) {01) {08) 03)
Tayx expense and effective tax rate for the year 537 171 572 212
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10 Tax continued

The tax rate for the year of 24 5% 13 a blended rate of 26% up to 1 April 2012 and 24% therealter The tax charge for 2012 includes an exceptional credit
of £13 3m ansing from the reduction 1 the rate of UK corporation tax from 25% ta 23% on 1 Apni 2013 Future changes reducing the corporation tax rate
by 2% to 21% on 1 Apnl 2014 and a further 1% to 20% on 1 Apnl 2015 have been announced, but not substantively enacted and therefore have not been

taken inte account

1f the government announced plans are fully enacted then the statutory rate of corparation tax wall fall to 23 25% 11 2013 21 5% tn 2014 and 20 25% in

2015

In addition to the amount charged to the income statement the following amounts relating to tax have been recognused 1n other comprehensive incorne

THE GROUP THE COMPANY
2012 2011 2012 2011

Em £m im im
Deferred tax
Cash flow hedge movement 09) 06) {09) {06
Actuanal movement 104 126 - -
Rate change (59) 49 - -

40 71 {09) 05

In addition te the amounts charged to the income statement and other camprehenstve income the following amounts relating to tax have heen recognised

directly 1n equity

THE GROUP THE COMPANY
2012 2011 2012 2011
im tm £m fm
Cuirent tax
Excess tax deductions related to share based payments on exercised optiens 14 10 - -
Deferred tax
Rate change on revaluation reserve a9 09 - -
Share hased payments 29 (42) o 1)
52 23 30 @n
THE COMPARY
2012 2011
Em % fm %
Profii before tax 526 486
Intercompany dradends (74 2) {791)
Loss before tax and didends receved (216) {309)
Tax at the UK corporation tax rate of 24 5% /26 5% (53) (245) @n {265)
Tax effect of expenses / credits that are not deductible /
taxable in deterrmining taxable profit {7 (79) {19 50)
Pnior period adjustment 26 120 {14) (46}
Deferred tax rate change 04 19 06 20
Exceptional valuation gain hot taxable (82) {380) - -
Exceptional fair value mevement not iaxable (10 {4 6) . -
Recelpts in subsidiary taxable in Company - - 03 10
Tax expense and effective tax rate for the year {1312) 611) (101) (331)
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11 Eamnings per share

a. Basic and diluted earmings per share

2012 2011
im im
Earmings
Earmngs for the purposes of bastc and diluted earmings per share
being net profit attnbutable to equity holders of the Parent Company 2596 2124
Number of shares No No
Weighted average number of shares for the purpases of basic earnings per share 238,388,160 235151 104
Diluuive effect of share options on potenual ordinany shares 8,809,106 8057058
Weighted average number of ordinary shares for the purposes of diluted earmings per share 247,197,266 243,208,162

At 31 Decemnber 2012, 692 839 (2011 796 390) share options had an exercise price in excess of the market value of the shares on that day As aresult these
share options are excluded from the calculation of diluted earnings per share

b Adjusted earmngs per share

Adjusted earnings per share 13 calculated by excluding the effect of the exceptional stetns and amortisation from earnings

2012 2011
£m Em
Earnings for the purposes of basic and diluted earnings per share
being net profit aitnhuiable to equity halders of the Pareni Company 2596 2124
Exceptional tems (308) 142
Amortisatlen of intangible assets 174 129
Tax en amorusation of intangible assets 40 32)
Tax on exceptional 1tems 21) 47
Effect of reduction in corporation tax rate on deferred tax (133) (126)
Adjusted earmings 2268 2190
Ad)usted earmngs per share 951p 931p
Adjusted diluted earnings per share 917p 9006p
12 Dividends
Amounts were recognised in the financial statements as distnbutions to equity shareholders as follows
2012 2011
fm im
Final dmdend for the year ended 31 December 2011 of 13Sp {2010 10 0p) per ordinary share 321 235
Intenm dividend for the year ended 31 December 2012 of 80p (2011 6 5p) per ordinary share 191 153
Total dmdend recognised during the year 512 388
The Compamy 1s propasing a final dvidend of 17 Op 1n respect of the year ended 31 December 2012 —
Adjusted dvidend cover of 3 8% (2011 4 7%) is calculated by dnviding adjusted earmings per share (note 11) of 95 1p (2011 93 1p) by the total drvidend i
for the year of 250p (2011 20 Op) o
‘There are no Income tax consequences in respect of the dividends declared but net recognsed 1n the financial statements Z
The dividends declared for 2012 at 31 December 2012 and for 2011 at 31 Decemnber 2011 were as follows ;
2012 2011 ;'-:
Pence Pence
Intenim paid 80O 65
Final propesed 170 135
Total dmadend for the year 250 200

The anticipated cash payment 1n respect of the proposed final dividend 1s £40 7m (2011 £321m)
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13 Goodwll
THE GROUP
General Speciahst
P&H Censumer Merchanting Merchanting Total
fm Em f£m £m £m
Cost
At 1January 2011 672 7199 4656 1451 16978
Recogmised on acquisitions dunng the year - 84 - - 84
At 1 January 2012 3672 7283 4656 1451 1,706 2
Recognised on acquisitions dunng the year (note 29) - 1029 06 - 1035
Adjustment to Tile Giant consideration - (22) - - (22)
At 31 December 20§ 2 3672 8290 4662 1451 18075

There has been no impairment to the carrying vatue of goodwill The Company has no goodwill

The Group has recently concluded discussions with the Financial Reporting Council s Conduct Commuittee (FRCCC) with regard to certain aspects of its
asset impairment testing process As a result the Group has (1} amended its defimuion of a cash generating unit so that non-monetary assets are reviewed
for impairment at a branch level rather than at a brand level, (n) refined 1ts calculation of the pie-tax discount rate, and (i) restated and extended the
comparative sensiuvity disclosures made below in respect of 2011

The changes agreed with the FRCCC have not 1mpacted the income statement balance sheet or cash flow statement for 2011 or 2012 the Directors
onginal assessment that no impairment had occurred to goodwill other intangible assets or other non-monetary assets remans unchanged Further
details are given below

Cash Generating Units

The Directors consider that each branch in the Group 18 an indivndual Cash Generating Unit (CGU) Goodwnll and intangible assets have been allocated
and monitored for impairment testing purpases to groups of ndmidual CGUs within the same brand The following analyses goodwall and intangible
assets with indefinite useful ives by CGU grouping

CGU Grouping

2012 2011
intangibles Intangibles
(Note 14) Goodwll Total (Note 14) Goodwll Total
£m im fm fm £m fm
Speciahist Merchanting
CCF - 436 436 - 436 436
Keyhne - 1015 1015 - 10i 5 1015
Generalist Merchanting
Trawvis Perkins - 466 2 4662 - 4656 4656
Consumer
Tile Giant - 246 246 - 268 268
Toolstation - 1029 1029 - - -
Wickes 1625 7015 8640 1625 7015 8640
Plumbing and Heating
PTS 409 1337 1746 409 1337 1746
BSS Industnal 493 278 771 493 278 771
City Plurnbing Supphes - 1754 1754 - 1754 1754
Fap 85 303 388 85 303 g8
Other 39 - a9 39 - 39
2651 18075 20726 2651 17062 19713

Measuning recoverable amaunts
The Group tests goodwnll and other non-monetary assets for impairment annually or more frequently 1f there are Indicattons that impairment may have
occurred The recoverable amounts of the goodwill and other non-monetary assets are determined from value 1n use calculations.

The key assumptions for the value 1n use calcuiations are those regarding the discount rates, growth rates and hke-for-like market volume changes whnch
impact sales and therefore cash flow projections Management estimates pre-tax discount rates that reflect current market assessments of the nne value
of money and the nsks spectfic to the CGU groupings that are not reflected 1n the cash flow projections.

At the beginning and end of the financial peniod the fair valite of goodwill and intangible assets n all segments was in excess of their book value The
Directors’ caleulations have shown that no impatrments have occurred The key vanables applied to the value in use calculations were
+ Cash flow forecasts, which were denved from the most recent board approved five-year plans,
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13 Goodwill continued

+ The sales market volume assumptions underlytng the cash flow forecasts are the directors’ estimates of ikely future changes based on histare
performance and the current outlack for hoth the UK economy and the UK butlding matenals industry This 1s viewed as the key operating assumption
because the state of the bullding matenals market determines the directors’ approach to margin and cost maintenance-

= Ansk adjusted pre tax discount rate 1s calculated by reference to the weighted average cost of capital {WACC)) of the Group Far 2012, the discount
rate was 8 8% (2011 8 6% restated see below) which is not sigmficantly different for any indidual CGU or CGU grouping. That 1s because each CGU
operates 11 the same market selling the same product types to the same end users and so the nsk profiles are not dissimular

» For 2012 cash flows beyond the five-year plan (2018 and beyond) have been deterrmned using a growth rate of 2 1% which s the average long-term
forecast GDP growth outhned in the Economic and Fiscal Outlook report produced by the Office for Budget Responsibility m December 2012 The
directors beheve this 13 the most appropnate indicator of long-term growth rates that 1s available (2011 growth rate 2 5%)

Sensitinty of results to changes in assumptions
Whilst management believe the assumptions are realistic, 1t 1s possible that an impairment would be identified if any of the above key assumptions were
changed sigmficantly Forinstance factors which could cause an impairment are
= Sigmficant underperformance relative to the forecast results
= Changes to the way the assets are used or changes to the strategy for the business,
+ Afurther deterioration in the UK economy

The impairment review calculations are based upen anticipated discounted future cash flows. For most of the CGU groupings given the prudence already
built into the Group's five-year plans and the level of headroom they show, the Direciors do not envisage reasonably possible changes 1o the key operating
assumptions that are sufficient to generate a different outcome to the impaurment calculations undertaken However for the CGU groupings listed wn the
table below this 1s not the case as the Directors constider that reasanably possible changes n key assumptions could result in discounted future cash flows
being insufficient to allow full recovery of the carrying value of the CGUs' goodwill and other intangible assets

The Directors have conducted a sensitwity analysis to determine the specific value for each assumption all other assumptions rematning the same, that
would result in the carrying value of goodwil! and other intangible assets equalling their recoverable amounis and these are shown 1n the tables below

31 Decemnber 2012

Like-for-like market volume

GU (Average % per annum} Discount rate % Long term growth rate %

Grouping Headroom Assumption Sensitivity Assumption Sensivity Assumption Sensitivity
Tile Giant f£24m 00% (27)% 88% 139% 21% {60)%
Wickes f£146m 08% G2% 88% 99% 21% 07%
PTS £64m (16)% (28)% 88% 110% 21% {(11)%
F&p £38m 18% {26)% 88% 128% 21% {4 1)%

31 December 2011

Dunngthe year the catculatton of the discount rate used in the impairment calculations was reviewed and as aresult themethodelogy was shghtly amended
To show a meamngful compansen to the 2012 1mpairment sensitwity table the 2011 discount rate was recalculated using the same methedology which
resulted i an increase from 6 9% 1o 8 6% Had this change been made 1n 2011, the Directors’ conclusion that there wasno imparrment to the carrying value
of goodwnll and intangible assets at 31 December 2011 would not have changed

Like-for-like market volume

Gl {Average % per annum) Discount rate % Long term growth rate %
Grouping Headroom Assumption Sensitvity Assumption Sensitvity Assumption Sensitivity
Tile Giant £30m 17% {17)% 86% 147% 25% (7 5)%
Wickes £30m (16)% {17)% 86% 88% 25% 23%
PTS £39m 15% 07% 86% 58% 25% 09%
Fap £47m 17% (29)% 86% 137% 25% (5 7)%

The sales market volume assumption 1s the average annual change incorporated in five-year plans of each CGU grouping.
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14 Other intangible assets

THE GROUP
Computer Customer
Brand software relationships Total
f£m fm fm im
Cost or valuation
Ar 1 January 2011 2753 96 1350 4202
Disposals (66) 19 {29) {106)
At 1 January 2012 2687 84 1325 406 6
Recogrused on aquisition {note 29) 295 87 151 533
At 31 Decemnber 2012 2982 171 1476 4629
Amortisation
At 1 January 2011 - 81 02 83
Charged to operating profit in the year 03 04 122 129
Disposals - {04) 1) (05)
At 1 January 2012 013 81 123 207
Charged to operating profit in the year 18 09 147 174
Al 31 December 2012 21 90 270 381
Net book value
At 31 December 2012 2961 81 1206 4248
At 31 December 2011 2684 a3 1202 3889
012 2011
fm fm
Cost of brands with an indefinite useful Iife {note 13) 2651 2651
Cost of brands being amortised 334 36
2982 2687

Where a brand, which 1s a leading brand in 1ts sector and has significant growth prospects, has not been established for a sigmificant penod of ume the
Directors do not have sufficient evidence 1o support a contention that 1t will have an indefinite useful hfe Accerdingly for Toolsiation and certain praduct
related brands the Directors have decided 1t 1s appropnate 1o amortise their cost over therr estimated useful lives

The Directors consider that the ather brands, which are also all leading brands in their sectors with significant histones and sigmificant growth prospects
have an indefimite useful life They are reviewed annually for impairment, details of impairment testing are shown n note 13, but no impatrment was
1dentified 1n exther year

Acqurred customer relationships are amortised over their esimated useful lives which range from 510 15 years

The Company has no intangible assets
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15 Property, plant and equipment

THE GROUP THE COMPANY
Long Shart Plant and Plant and
Freehold leases leases equipment Total equipment
fm £m fm Em Em Em
Cost or valuation
At 1 January 2011 2746 277 1210 4573 8806 05
Additions 282 13 94 692 1081 01
Reclassificattons 15 {09) 95 (101} - -
Disposals 31 - {54) {29 6) (381) -
At ] January 2012 012 281 1345 486 8 9506 07
Addittons 100 - 90 655 845 -
Addittons from acquired businesses - - 45 32 77 -
Reclassifications 09 (09) - - - -
Disposals (35) - 30) (44 1) {506) -
At 31 December 2012 3086 272 1450 5114 992 2 07
Aceumulated depreciation
At 1 Janmary 2011 351 46 417 2721 3535 05
Charged this year 45 056 101 487 619 -
Dispaosals 07 02 [ER)] {25 8) (294) -
At 1 January 2012 389 54 487 2950 3880 05
Charged this year 46 a6 114 528 694 -
Disposals (04) - (13) {419) {436) -
At 31 December 2012 431 60 588 3059 4138 05
Net book value
At 31 December 2012 2655 212 862 2055 5784 02
At 31 December 2011 2623 227 858 1918 5626 02
The cost element of the fixed assets carrying value 1s analyjsed as follows
THE GROUP THE COMPANY
Long Short Plant and
Freehold leases leases equipment Total Total
£m im £m £m £m im
At valuation 638 61 19 - 718 -
Al cost 2448 211 1431 3114 9204 07
3086 272 1450 5114 9922 07
Those freehold and leasehold properties included at valuation in the consolidated balance sheet were revalued at therr open market value on an existing :g
use basis. The valuations were performed as at 31 Decemnber 1999 by an independent professional valuer, Lambert Smith Hampten, Consultant Surveyors —
and Valuers ;
Included wathin freehold property 1s land with a value of £117 7m (2011 £115 0m} which s not depreciated Na assets are pledged as secuny for the o
Group's liabiites Z
—
=
The carrying amount of assets held under finance leases 1s analysed as follows.
THE GROUP THE COMPANY
Long Short Plant and
leases leases equipment Total Total
£m fm £m im £m
2012 o8 94 70 172 -
2011 a8 107 - 115 -
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15 Property, plant and equipment continued

Comparable amounts deterrmined according to the histanical cost convention

THE GROUP THE COMPANY
Long Short Plant and
Freehold leases leases equipment Total Tota!
Em im £m im Em f£m
Cost 3041 258 1535 5113 9947 a7
Accumulated depreciation (59 2) (72) (64 7) (305 8) (4369) {05)
Net book value
Al 31 December 2012 2449 186 888 2055 5578 02
At 31 December 2011 2418 202 886 1918 5424 02
16 Investment property
THE GROUP
2012 2011
£m fm
Cost
At 1 January 05 05
Accumulated depreciation
At 1 January (0o1) (o1)
Net book value
At 31 December 04 04

Investment property rental income totalled ml (2011 ml} In addition the Group also teceives income from subletting all or part of 100 ex-trading and
trading properties, the amoeunt of which 1s not matenal
No external valuation has been performed and therefore, the Dizeclors have estimated that the fair value of investment property equates to1ts carrymg value
The Company has no investment property

17 Investments

a Interest 1n assoclates and Jont ventures

THE GROUP THE COMPANY
2012 2011 2012 2011

Lm tm im £m

Equity investment 15 180 07 179
Loan faciiy 53 303 53 303
Interest on loan facility 02 103 02 103
Share of losses {03) (73) - -
67 513 62 585

Travis Perkins plc holds a 49% mvestment in The Mosatc Tile Company Limited and a 25% investment 1n Rinus Roofing Limited in 2012 Trawis Perkins ple
acquired a 50% 1mterest 1 Traws Perkins Bnidge Properties LLP for a consideration of £0 7m

b Sharesin group undertakings
THE COMPANY

2012 2011
£m fm
ALl January 28898 27148
Reclassification of loans and receivables - 1738
Additions 7023 12
Adjustment to constderation on acquisttion of Tile Giant (22} -
At 31 December 3,5899 28898
Provision for impatrment {170) (170)
Net book value at 31 December 35729 28728

0On 3 Januany 2012 Trawts Perkins ple acquired the remaiming 70% of the issued share capital of Toolstation Lid. for a constderation of £24 2m (note 29)
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17 Investments contimnued

The principal operating subsidianes of the Group at 31 December 2012 are as follows.

Substdiary

Trawis Perkins Trading Company Lumited  {Builders merchants)

Keyline Builders Merchants Lumited (Builders merchants)

Wickes Building Supphes Limited (DIY retailers)

City Plumbing Supplies Holdings Limited  (Plumbers merchanis)

CCF Limuted’ (Cerhing and dry hning distnbution)
Travis Perkins {Properties) Limited (Propenty management company)
Benchmarx Kitchens and Jomnery Limited  {Specialist distribution)

Tile Gtant Limuted {Ceramic tile merchants)

Travis Perkims P & H Partner Limited (Sale corparate partner in plumbing and heating merchants)
Toolstation Lirmied” (DIY tetatlers)

PTS Group Limited (Plumbing and heating merchants)

Direct subsidiary of Travs Perkins ple

The registered office for all the subsidianes hsted above 1s Lodge Way House, Harlestone Road Northamptan NNS 7UG except for Keyline Builders
Merchants Lirited for which the registered office 13 Swite §3 8 Sirathkelvin Place Kirkintilloch, Glasgow G66 1XT and Toolstation Lirmited for which the
registered office address 1s 16 -18 Whiteladies Road Chifton Bristol, B58 2LG

The Directors have applied 5409 to 5410 of the Companies Act 2006 and therefote list only sigmficant subsidiary companies

All subsicharies are 100% owned Each company ts registered and incorporated in England and Wales other than Keyline Bulders Merchants Limited
and eight dormant companies, which are registered and incorporated in Scotland City Investments Limited, which 15 registered and incorporated 1n Jersey
and wwo dormant companies registered and incorporated in Northern Ireland

¢ Available-for-sale investments

THE GROUP THE COMPANY
2012 2011 2012 2011
£m fm £m £m
Fair value investment 24 15 - -

The investment represents a minanity holding in a unit trust that acquired properties fram the Group in 2006 The investment presents the Group with an
opportunity to generate returns through bath income and capital gains, The Directors consider that the carrying amount of this investment appreximates
1ts fair value

d Subsidianes not requinng an aud:t

An audit exemption 15 likely to be taken for the following substdianes of the Group

Subsidiary Name Registered Number
Travis Perkins Acquisitions Company Limited 06500018
Trawis Perkins Finance Company Limited 06500008
Travis Perkins Financmg Company No 2 Limited 06755439
Trawis Perkins Financing Company No 3 Lurmted 07180292

If this occurs then Travis Perkins ple will be legally required to put 1n place a guarantee 1n respect of any external liabilities that existed at 31 December
2012 Atthat date none of the ahove compames had ever transacted outside of the Group and so no guarantee will be necessary
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18 Trade and other receivables

THE GROUP THE COMPANY
2012 2011 2012 2011
tm Em fm tm
Trade recewvables 5783 5857 - -
Allowance for doubtful debts (483) {54 5) - -
5300 5312 - -
Amounts owed by subsidiaries - - 1746 2081
Other receivables prepayments and acerued incame 2037 2i18 61 60
Trade and other receivables 7337 7430 1807 2141

The Group's trade and other recervables at the balance sheet date compnse principally of amounts recevable from the sale of goods, together withamounts
due in respect of rebates and sundry prepayments The Directors consider the only class of asset containing sigmificant credit nsk 1s trade receivables The
average credit term taken for sales of goods 15 59 days {2011 55 days) The allowance far doubtful debts 15 estimated by the Group’s management based
on prior expenence and their assessment of the current econotnic envitonmen: The Directors consider the carrying amaunt of trade and other receivables
approxymates their fair values The business has provided fully for all recewables outstanding for more than 90 days beyond agreed terms Trade receivables
not recewvable for up to 96 days are specifically provided far based on estimated wrrecoverable amounts. No interest 1s charged on the trade recevable from
the date of the mvoice until the date the invoice 15 classified as overdue according to the trading terms agreed between the Group and the customer
Thereafler the Group retains the nght to charge interest at between 2% to 4% above the cleaning bank base rate per annum on the outstanding balance

Movement in the allowance for doubtful debts

THE GROUP
2012 2011
£m fm
At 1January 545 444
Amounts wntten off during the year (217) (102)
inerease 1n allowance recognised 1n the income statement 155 203
Al 31 December 481 549

In determining the recoverabihity of the trade receivables the Group considers any change in the credit quahty of the trade receivable that may have
occurred between the date credit was imtially granted and the reporting date The concentratian of credit nisk 1s imited due to the customer base being
large Accordingly the Directors believe that no further credit provision 15 required tn excess of the allowance for doubtful debs.

Included in the Group s trade receivable balance are debtors unprovided against with a carrying amount of £57 4m {2011 %65 9m) which are past due at
the reporting date for which the Group has not 1denufied a significant change n credt quality and as such the Group considers that the amounts are still
recoverable and therefore there 1s no allowance for doubtful debts Except for some instances of personal guarantees the Group does ntot hold any collateral
over these halances

Ageing of past due but not 1mpaired recevablas

THE GROUP
Days overdue 2012 2011
Em £m

0-30days 445 530
31 -60days 86 92
61 - 90 days 43 37
574 659

Included n the atlowance for doubtful debts are specific trade recervables with a halance of £27 2m (2011 £30 7m) which have been placed into hquidation
The impairment represents the difference between the carrying amournt of the specific trade recervable and the amount 1t 1s anticipated wnll be recovered

Nene of the Company's debts are overdue. The directors do not consider there to be any sigmificant credit nsk, as the majonty of the deht s due from
subsidianes.

19 Cash and cash equivalents

Cash and cash equivalents compnse cash held by the Group and Company net of averdrafts. The carnjing amount of these assets approximates their fair
value
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20 Share capital

THE GROUP AND THE COMPANY

1ssued and fully pad

No fm
Ordinary shares of 10p
At 1 January 2011 241701917 242
Allotted in respect of acquisition of BSS 67351 -
Allotted under share option schemes 2047 265 a2
At 1 January 2012 243816533 24 4
Allotted under share eption schemes 1,036,524 a1
At 31 December 2012 244,853,057 245

The Company has one class of ordinary share that carnes no nght to fixed income The holdets of ardinary shares are entitled to receve dmdends as
declared and are entitled to one vote per share at meetinigs of the Company All shares rank equally wath regard to the Company’s residual assets

21 Own shares

THE GROUP AND THE COMPANY

2012 2011

No No

At 1January 6,305,367 6961930
Re-tssued duning the year (991,576) {656,563)
At 31 December 5,313,791 63051367
Allocated to grants of executive options 289,142 289 142
Not allocated to grants of executive options 5,024,649 6,016,225
5,313,791 61305367

The own shares are stated at cost and held by the Employee Share Ownearship Trust to sansfy options under the Groups share option schemes All nghts
attaching to own shares are suspended until the shares are re-1ssued

22 Reserves

Details of all movements in reserves for both the Group and Company are shown in the Staternent of Changes in Equity A description of the nature and

purpose of each reserve ig given belaw

+ The revaluation reserve represents the revaluation surplus that has ansen from property revaluations in 1999 and prior years

+ The hedging reserve compnises the effective portion of the cumulative net change m the fair value of cash flow hedging instruments (net of 1ax) related
to hedged transactions that have yet to oceur,

+ Theown shares reserve represents the cost of shares purchased in the market and held by the Employee Share Ownership Trust to satisfy options under
the Group’s share option schemes

= The merger reserve represents the premium on equity mstruments 1ssued as consideration for the acquisition of BSS

The cumulative total of goodwnll wnitten off drrectiy toreserves for acquisitions from Decernber 1989 to December 199815 £40 1m. The aggregate information

for the accounting penods pnior to this period 13 not available
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NOTES TO THE FINANCIAL STATEMENTS

23 Borrowings

A summary of the Group objectives policies procedures and strategies with regard to financial instrements and capiial management can be found in the
Finance Director s review of the year on pages 38 to 43 At 31 December 2012 all borrowings were made in Sterling except for the unsecured senior notes

(note 23 (1))

a Summary
THE GROUP THE COMPANY
2012 2011 2012 2011
£m £m £m im
Unsecured semor notes 2611 2793 2611 2793
Liabihty to pension scheme (note 28) 369 372 - -
Bank loans {note 23¢) 2644 3232 3150 3850
Bank overdraft - - 07 16
Finance leases (note 23d) 259 2013 - -
Loan notes {note 23e) 33 33 33 33
Finance charges netted off bank debt {03 (15) {03) {15)
5913 6618 5768 6677
Current hahilities 3961 636 4449 749
Non-current Liabilities 1952 5982 1349 5928
5913 6618 5798 6677
These balances together total the amounts shown as bank loans in note 23(b)
b Analysis of borrowings
THE GROUP
Bank loans and overdrafts Other borrowings
2012 2011 2012 2011
fm £m £m fm
Borrowings repayable
On demand or within one year 2641 588 1320 48
More than one year but not mare than twe years - 26290 27 1385
More than two years but not mare than five years . . 1449 1472
More than five years - - 476 496
2641 3217 3272 3401
THE COMPANY
Bank loans and overdrafis Other borrowings
2012 2011 2012 2011
£m im £m tm
Borrowings repatable
On demand or within one year 3154 716 1295 33
More than one year, but not more than two years - 3135 - 1369
More than twe years but not more than five years - - 1349 1424
3154 igs1 2644 2826
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23 Borrowings continued

¢. Facthties
At 31 December 2012 the following bank facilities were available
THE GROUP THE COMPANY
2012 2011 2012 2011
Em fm fm im
Drawn facilities
5 year term loan 2644 3232 3150 3850
Unsecured sentor notes 2611 2793 2611 2793
Bank overdrafts - - 07 1]
5255 6025 5768 6659
Undrawn faciities
5 year revolving crednt facility 4750 4750 4750 4750
Bank overdrafts 400 400 393 384
5150 5150 5143 5134

The 5 year revalving credit facthty and 5 year term loan bath mature on 4 Apnl 2013 $200m of the unsecured loan notes were repaid on 28 January 2013
with the remaimng $200m falling due on 26 January 2016 On 14 Decernber 2011 the Group signed a new £550m forward start banking agreement with a
syndicate of banks The £550m revohing credit facility which runs until December 2016 can be drawn from 4 Apnl 2013 the expiry date of the Groups
exisiing £739m facility agreement

The disclosures in note 23{(c) do not include finance leases loan notes or the effect of finance charges netted off bank debt

¢ Obhigations under finance leases

THE GROUP
Mtntmum Present value of

lease payments minmum lease payments

2012 2011 2012 201t

fm tm £m £m

Amounts payable under finance leases

Within one year 38 27 25 15

In the second to fifth years inclusive 165 100 127 64
After five years 190 213 107 124
393 340 259 203

Less. future finance charges {134) (137) - .
Present value of lease obligations 259 203 259 203
Less. Amount due fat settlement within 1 year (shown under current hablities) (29) (15
Amount due for settlernent after ! year 234 188

The Group cansiders certain praperties to be subject to finance leases Excluding 999-year leases the average loan term for these properties 15 49 years and
the average borrowing rate has been determined at the inception of the lease to be 9 0% Interest rates are fixed at the contract date All lease obligations,
which are denormnated in Sterling, ate on a fixed repayment basis and no arrangemerits have been entered into for contingent rental payments

e Loan ntotes

Ineluded 1n barrowings due within one year are £3 3m (2011 £3 3m) of loan notes 1ssued as consideration for the acquisition of Broombys Limited in 199¢
They are redeemable at the option of the holder on 30 June and 31 Decerrber each year until the final redemption date of 30 June 2015

f Interest

The weighted average interest rates paid were as follows.

2012 2011

% %

Unsecured senior notes 58 58
Bank loans and overdraft 22 18
Other borrowings 60 60
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23 Borrowings continued

Bank term loans and revolving credu faciities of £739m (2011 £.798m) were arranged at vanable interest rates The $400m unsecured Travis Perkins senior
notes were issued at fixed rates of Interest and swapped into vanable rates This exposes the Group to fair value interest rate nsk. As detailed 10 note 24.to
manage the nsk the Group enters into interest rate denvatives arrangements which for 2012, fixed interest rates on an average of £221m of borrowing. For
the year to 31 Decernber 2012 this had the effect of increasing the weighted average interest rates paid by 05 %

In respect of income earning financial assets and interest beaning financial liabilities, the following table indicates their effective interest rates at the
balance sheet date and the penods 1n which they repnce

THE GROUP

2012 2011
Effective 6 months or less Effectrva 6 months or less
Interest rate £m interest rate im
Unsecured senior notes 58% 2611 58% 2793
Unsecured vanable rate bank facilities 23% 2644 23% 3232
Loan notes 6 0% 32 60% 33
5288 6058

THE COMPANY

2012 2011
Effective 6 months or less Effective 6 months or less
nterest rate im mterest rate
Unsecured senior notes 58% 2611 5 B% 2793
Unsecured vanable rate bank facihities 23% 3150 23% 3850
Loan notes 60% 33 6 0% 33
Bank overdraft 23% 07 23% 16
5801 6692

g Fairvalues

For hoth the Group and the Company the fair values of financial assets and habihties have been caleulated by discounting expected cash flows at prevailing
rates at 31 December There were no signficant differences between book and fair values an this basis and therefore no further information 1s disclosed.
Detals of the fair values of denivatives are given 1n note 24

h Guarantees and secunty

There are cross guarantees on the overdrafts between group companies

The companies isted in note 17 with the exception of Benchmarx Kitchens and Joinery Limited, Travis Perkins PAH Partner Limited, Tile Giant Limuted
and Toolstation Lumited together with Wickes Lirmited and Trawis Perlans Plumbing and Heating LLP are guarantars of the following facilities advanced
to Travis Perkins plc
+ £264mterm loam,
= £475mrevolving credit facility
« $400m unsecured semor notes {note 23())
« Interest rate and currency denvatives, (note 24)
The group compantes have entered into other guarantee and counter-indemnnity arrangements in respect of guaranteesissued in favourof group companies
by the cleanng banks amounting to approximately £16m (2011 £16m)

1 Unsecured senior notes

The US private placement carnes fixed rate coupons of between 130 bps and 140 bps over US treasunies

24 Financial instruments

a Sigmficant accounting policies

Details of the sigmificant accounting policies and methods adopted, including the cnitena for recognition the basis of measurement and the basis on which
income and expenses ate recogrised in respect of each class of financial asset, iinancia! hability and equity mstrument are disclosed in note 2 to the
financial statements.
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24 Finanaial instruments continued

b The carying value of categones of finaneial instruments

THE CROUP THE COMPANY
2012 2011 2012 2011
im fm im tm
Financial assets

Designated as fair value through profit and loss (FVTPL) - 31 - 31
Dernvative instruments 1n designated hedge accounting relationships 255 403 255 403
Loans and receivables {including cash and cash equivalents) 8047 7535 1807 2141
Available-for-sale 24 15 - -
B326 7984 206 2 2575

Frnancial habilities
Designated as fair value through profit and loss (FVTPL) 496 33 496 33
Denvative instruments n designated hedge accounting relationships 49 26 49 26
Borrowings {note 23a) 5013 6618 5798 6677
Trade and ather payables at amortised cost (note 27) 8887 8727 189 130
1,5345 15404 6532 692 6

Loans and receivables exclude prepayments of £68 1m (2011 £68 im) Trade and other payables exclude taxation and social secunty accruals and deferred
income totalling £218 9m {2011 £215 6m) The carrying amount of financial assets recorded 1n the financial staternents, which 1s net of impawrment losses
represents the Group’s maximum exposure to credit nsk.

¢ Fair value of firancial instruments

The fair values of financial assets and financial habilities are determined as follows.

+ Foreign currency forward contracts are measured using quoted forward exchange rates

* Interest rate swaps are measured at the present value of future cash flows estimated and discounted based on the applicable yield curves derved from
quoted interest rates

The following table pronides an analysis of financial instruments that are measured subsequent to 1nitial recogmnion at fair value, grouped nto Levels 1 to

3 based an the degree to which the fair value 1s observable

= Level 1 fair value measurements are those denved from quoted prices (unadjusted) 1n active markets for identical assets or habihties,

+ Level 2 fair vatue measurements are those derived from inputs other than quoted prices included within Level 1 that are ebservable for the asset or
hability either directly (1e as prices) ar indirectly {1e denwved from pnces) and

* Level 3 fair value measurements are those derived fromvaluatton techniques that include inputs for the asset or hability that are not based on observable

market data (unobservable mputs)

There were no transfers between levels dunng the year

Included in assets

THE GROUP THE COMPANY
2012 2011 2012 2011
£m £m Em fm
Level 2
Forergn curtency forward contracts at fair value through profit and loss - EY! - 31
Foreign currency forward contracts designated and effective as hedgmg
nstruments carited at fair value - 01 - Ot
Cross currency 1nterest rate swaps designated and effective as hedging
instruments carred at fair value 255 402 255 402
255 434 255 434
Current assets 127 31 127 3l
Non-current assets 128 4013 128 403
255 434 255 434
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24 Fnancial instruments continued

Included 1n iabihities

THE GROUP THE COMPANY
2012 2011 2012 2011
£m tm fim im
Level 2

Foreign currency forward contracts at fair value through profit and loss a7 - 07 -

Foreign currency forward contracts designated and effective as
hedging instruments carried at fair value 37 - 37 -
Interest rate swaps at fair value through profit and loss 19 33 19 33
Interest rate swaps designated and effective as cash hedging mstruments 12 26 12 26
Level 3 75 59 75 59
Deferred consideration at fair value through profit and loss 470 - 470 -
545 59 545 59
Current hahilities 26 - 26 -
Non-current hiabilities 519 59 519 59
545 59 545 59

d Interest nisk management

The Group 1s exposed to interest rate nsk as entities in the Group borrow funds at both fixed and floating interest rates The nskis managed by the Group by
maintaimng an appropriate mix between fixed and floating rate borrowings, by the use of interest rate swap contracts and forward interest rate contracts
Hedging actities are evaluated regularly to altgn with interest rate views and defined nsk appetite ensuring optimal hedging strategles are applied by
either posiioning the balance sheet or pratecting interest expense through different intesest rate cycles

[nterest rate swap contracts
The Group adopts a policy of ensunng that its exposure to changes 1n interest rates on borrowings 1s on either a fixed rate basts or 1s subject to movernents
within pre-defined hmits To achieve 1ts desired interest rate profile the Group uses interest rate swap contracts

Contractswith notional values of £125m are designated as cash flow hedges with fixed interest payments at an average rate of 1 71% fer penods up unul
May 2014 and have floating interest receipts equal te 1 month LIBOR Dunng the penod the cash flow hedges were 100% effective in hedging the exposure
to interest rate movements The Group and the Company also are party to one non-amertising 1niterest rate swap with a call option which has a notional
value of £50m with fixed interest payments at a rate of 4 595% for periods up until October 2013 and has floating interest payments equal to 6 month LIBOR.

Under mterest rate swap contracts, the Group agrees to exchange the difference between fixed and floating mterest rate amounts calculated on agreed
notional principal amounts Such cantracts enable the Group to mitigate the nsk of changing interest rates on the fair value of 1ssued fixed rate debt held
and the cash flow exposures on the 1ssued vanable rate debt held The fair value of interest rate swaps at the reporting date 1s determined by discounting
the future cash flows using the curves at the reporting date and the credit nsk itherent in the contract and 1s disclosed below The average interest rate 1s
based on the outstanding balances at the end of the hinancial year

At 31 December 2012 the fair value of interest rate denvatives all of which terminate before three years from the balance sheet date towhich the Group
and the Company were parties was estimated at £3 1m (201 £59m) This amount s based on market values of equivalent instruments at the balance
sheet date Interest rate swaps excluding thase with a call eption are designated and effective as cash flow hedges and the fair value thereof has been
deferred 1n equity A crecdit of £1 3m (2011 £09m) 1 respect of the fair value movement on interest rate swaps with a call option has been taken to the
income statement through net fimance charges, as the Group has not applied hedge accounting

The following tahle details the notional principat amounts and remaiming terms of interest rate swap contracts accounted for as cash flow hedges at the
reperting date

Cash flow hedges— outstanding recewve floating pay fixed contracts

Average contract Netional pnincipal
fixed interest rate amount Fair value
2012 2011 2012 2011 2012 2011
% % £m £m £m im
1 to 2 years 171% - 1250 - {t2) -
2105 years - 171% - 2000 - (26)
1250 2000 12 (26)

The interest rate swaps settle on a monthly basis. The floating rate on the interest rate swaps s 1 month LIBOR The Group will settle the difference between
the fixed and floating 1nterest rate an a net basis. All interest rate swap contracts, excluding those with a call option, which exchange floating rate interest
amounts for fixed rate mterest amounts are designated as cash flow hedges 1n order to reduce the Group's cash flow exposure resulting from vanable
interest rates on barrowings The 1nterest rate swaps and the interest rate payments on the loan occur simultaneously and the armount deferred 1in equity
1s recogmsed in the ncome statement over the penod that the floating rate interest payments on debt affect profit or loss
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24 Financal instrurnents continued

e Cross currency swaps and currency forward contracts

In order to eliminate the currency nsk associated with the $400m unsecured senior notes described 1n note 23{1) the Group and Company has four cross
currency swaps i1 varying ameunis between £23m and £58m to fix the exchange rate at £1 equal to $1 73 for the entire hives of $290m of the unsecured
loan notes. The farward options fixed the notional amount receivable and payable 1n respect of the unsecured senior notes to £168m as well as fixing the
exchange rate applicable to future coupan payments.

The currency swaps manage the Group s and the Company's expasure to the fixed interest rate on the US dollar denormnated borrowing ansing out of
a prvate placement 1ssued on 26 January 2006 There are two cutrency swaps of £58m that convert the borrowing rate on $200m of debt from 5 77% to a
vanable rate based on & month LIBOR plus a weighted average basis pomnt incretnent of 81 9 At 26 January 2006 the vaniable rates were both at 5 43% A
further two currency swaps of £29m and £23m convert the borrowing rates on US$50im, US$40m of debt frorm S 89% to a vanable rate based on six month
LIBOR plus basis point increment of 86 5 and 86 7 respectively At 26 January 2006, the vanable rates were at weighted average 547% The currency swaps
settle on a half-yearly basis The Group will settle the difference between the fixed and floating interest on a net basis.

Currertcy swap coniracts exchanging fited rate mterest for floating rate interest are designated and effective as fair value hedges in respect of interest
rates Dunng the period the hedge was 100% effective in hedging the fair value exposure to interest movements and as a result the carnging amount of the
loan was adjusted by £14 4m (2011 £36 9m) which was included in the income statement at the same time that the fair value of the interest rate swap was
atso included tn the income statement.

The following table details the nottonal pnneipal amounts and remaining terms of currency swap contracts accounted for as fai value hedges as at the
reporting date

Fair value hedges — outstanding receve fixed pay floating contracts

Average contract floating interest rate Notional pnneipal amount Fair vatue
2012 2011 2012 2011 2012 2011
% % Em Em tm im
Lessthan 1 year 19% - 1156 - 127 -
I 10 2 years - 19% - 1156 - 235
2o 5 years 15% 1 9% 520 520 128 167
1676 1676 255 402

The Group and the Company have three currency forward contracts with a notienal value of $30m each and one with a notional value of £20m to hedge
$110m of unsecured sennar notes These contracts have a matuniy date of January 2016 At 31 December 2811 the fair value of these forward contracts was
estimated at £{3 7ym {2011 £0 1m) These contracts are designated as cash flow hedges

The Group acquires goods for sale from overseas, which when not denominated in Sterling are paid for principally in US dollats The Group has entered
nto forward foreign exchange contracts (all of which are less than one year in duration) to buy US dollars to hedge the exchange nsk ansing from these
anticipated future purchases. At the balance sheet date the total notional value of contracts to which the Group was commutted was US$112 8m (2011
US$1203m) The fair value of these denvatives 15 £(07)m (2011 £3 1m) These contracts are not designated as hedges and accordingly the fair value
movement has been reflected 1n the income statement

Dunng 2010 the Group and Company novated one cross currency interest rate swap with a notional value of $110m and a sterling equivalent of £63m
for tatal proceeds of £13 7m in the Group and £16 3Imn the Company The proceeds are being amortised to the 1ncome statement over the remainming hife
of the unsecured senior notes

f Liquidity analysis

The following table detatls the Group s hquidity analysis for 1ts denvative financial instruments and other financial habibties, The table has been drawn
up based on the undiscounted net cash flows on the denvative instrument that settle on a net basis and the undiscounted gross flows on those denvatives
that require gross settlement When the amount payable or receivable 1s not fixed, the amount disclosed has been determined by reference to the projected
wnterest and foreign currency rates as llustrated by the yleld curves exsting at the reporting date

2012
0-lyear 1-2 years 2-5 years 5+ years Total
£m £m £m fm fm
Gross settled
Interest rate swaps — receipls 1306 66 373 - 1945
Interest rate swaps — payments (117 6) (18) {526) - (172 0)
130 48 47 - 225
Forergn exchange farward contracts (709) - - - (70 5)
Total gross settled (575) 48 47 - (48 0)
Net settled
Interest rate swaps (28) (02 - - (30)
Total derwative financial instruments (603) 46 47 - (51 0)
Borrowings (404 4) (73) (142 2) (369) (590 8)
Deferred consideration - {511) - - (51 1)
Other financial habilities (note 27) (8887 - - - (888 7)
Finance leases (note 23d) (38 (38) {127 {150) (39 3)
Total financial instruments (1,357 2) {576) {1502) (559) {1.6209)
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24 Fmancial imstruments continued

2011
0-1year 1-2 years 2-5 years S+ years Total

£m im fm f£m im
Gross settled
Interest rale swaps ~receipts 109 1393 630 - 2132
Interest raie swaps — payments (33) (1189) {538) - (1760)

76 204 92 - 372
Foreign exchange forward contracts (77 3) - (01) - {77 4)
Total gross settled {69 7) 204 91 - {40 2)
Net settled
Interest rate swaps (14) {05) - - (20)
Total denvatve financial instruments (711) 198 91 - “422)
Bormowlngs {770) {4073) (1574) (372 (678 6)
Other financial hamlities (note 27) (8727) - - - @727
Finance leases (note 23d) 27) @n (73) (213} (340)
Total financial instruments (1023 5) (3902) (15586) (585} (1,6278)

g Interest rate sensitwity analysis

The sensitvity analyses below have been determined based on the exposure to interest rates for both denvatives and non-denvative financial instruments

at the balance sheet date For floating rate liabilities the analysis 1s prepared assuming that the amount of hability outstanding at the balance sheet

date was outstanding for the whole year A 1 0% increase ar decrease 13 used when reporting interest rate nsk internally to key management personnel [f

interest rates had been 1 0% higher / lower and all other vanables were held constant the Groups

« Profit before taxation for the year ended 31 Decermiber 2012 would have decreased / increased by £1 7m {2011 increased / decreased by £2 1m} including
£03m (2011 £0 7m) of movement on interest rate swaps with options

» Net equity would have decreased / increased by €£0 6rm (2011 mcreased / decreased by £0 6m) mainly because of the changes in the fair value of interest
rate derivatives

The Group's sensiivity to interest rates has decreased dunng the current peried mainly due to the mcrease in the norminal value of interest rate denvatives

25 Provisions

THE GROUP

Property Insurance Other Total

£m Em tm £m

At 1January 2411 563 315 kL] 908
Additional provision charged to income statement 18 &8 - 106
Utilisation of provision {10 4) 48) ©n (153)
Unwinding of discount 30 - - 30

At 3i Decernber 2011 507 355 29 891
Additional prowsion charged to income statement 31 04 - 35
Exceptional prowision released in the year {60 - - {60)
Unlisation of provisien N {44) (02) (123)
Unwinding of discount 25 - - 25
At 31 December 2012 426 315 27 768
Included in current liabilines 226 315 27 568
Included in non-current hahilities 200 - - 200
426 315 27 768

The Group has a number of vacant and partly sub-let leasehold properties. Where necessary provision has been made for the residual lease commitments
after taking inte account existing and anticipated sub-tenant arrangements.

Should a proviston ultimately prove ta be urmecessany then it 1s credited back into the inceme statement Where the provisien was ongmnally established
as an excepuonal item, any release 1s shown as an exceptional eredit

It1s Group policy to substantially self insure wtself agamst claims ansing in respect of damage to assets, or due to employers or public hiabtlity claims. The
nature of insurance clatms means they may take some time to be settled The insurance claims provisten represents management s best estimate based
upon external advice of the value of cutstanding insurance claimns where the final settlement date 1s uncertain
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The following table details the Group's Liquidity analysis of its provisions. The table has been drawn up based on the undiscounted net cash outflows.

O-lyear 1-2 years 2-5years S+ years Total
£m t£m t£m Em £m

2012
Property 223 47 04 145 509
[nsurance 315 - - - 315
Other 27 - - - 27
56% 47 94 145 851

2011
Property 161 75 154 214 604
Insurance 355 - - - 355
Other 29 - - - 29
545 75 154 214 G688

The Company has no prowisions.

26 Deferred tax

The followang are the major fully recogmsed deferred tax hahhties and assets recognised by the Group and movements therean dunng the current and

prior reparting periods
THE GROUP

At Acquired Recognised Recogrused At

1Jan 2012 n year Inincome m equity 31 Dec 2012

Lm £m im m £m

Capnal allowances 62 (03 (02) - 57
Trading losses - (66) 21 - (45)
Revaluation 111 - - {09) 102
Share based payments (81) - {23) {29) {13 3)
Provisions {114) - 12 - (10 2)
Denvatives {12) - - 09 {03}
Business combinations 144 - {22) - 122
Brand 978 133 (129 - 932
Penston scheme surplus 49 - 21 {6 6) 04
Penston scheme hiahihty {16 3) - 12 17 (134)
Deferred tax 974 64 (10} (78) 850

THE GROUP

At Recognised Recogmsed At

1Jan 2011 lnncome n equity 31 Dec 2011

£m fm £m fm

Capital allowances 66 {04) - 62

Revaluatwon 120 - {09) 111
Share based payments (11 6) 07 42 (81)
Provisions (119) 0% - {114)
Dervatives 19 - 07 (12)

Business combinations 167 (23) - 144

Brand 1084 (106) - 978

Pension scheme surplus 86 29 66) 490
Penston scheme hability (164) 11 (10) (163)

Defeired tax 1105 (85) (18) 974

At the balance sheet date the Group had unused capital losses of £47 4m (2011 £56 0m) available for offset agamst future capial profits. No deferred tax

asset has been recogrused because 1t 1s not probable that future taxable profits will be available against which the Group can utilise the losses

Other than disclosed above, no deferred tax assets and liabilities have been offset
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26 Deferred tax continued

THE COMPANY

Al Recogmsed Recogmised At

1]an2012 nincome 1n equity 31 Dec 2012

im im fm im

Share based payments (81) (23) {30) {134)
Denvatives {12) - 09 {03)
Other iming differences {06) 01 - {05)
{99) {22) (21} {142)

THE COMPANY

At Recogmsed Recognised At
1lan2011 mincome 1N equity 31 Dec 2011
tm fm im im
Share based payments {115) 07 41 81)
Dernvatives (25) - 13 (12)
Other iming dyfferences 07 01 - (06)
(147) {06) 54 (99)
27 Other financial habilities
THE GROUP THE COMPANY
2012 2011 2012 2011
im tm £m im
Trade payables 7379 7407 - .
Other taxation and social secunty 760 762 - -
Other payables 1508 1320 189 190
Accruals and deferred mcome 1429 1304 - -
Trade and other payables 1,107 6 10883 189 190

The Group

Trade and other payables principally comprise amounts outstanding for trade purchases and ongoing costs The average credit period taken for trade
purchases 1s 53 days (2011 57 days) The Directors consider that the carnying amount of trade payables approximates to their far value The Group has
financial nsk management policies in place to ensure that all payables are pard wathin the credit umeframe

The Company
Trade and other payables princtpally comprise atnounts cutstanding for trade purchases and ongoing costs The average credit peried taken for trade
purchases 1s 30 days (2011 30 days) The Directors consider that the carnjing ameunt of trade payables approximates to then fair value

28 Pension arrangements

Defined benefit schemes
The Group operates three final salary schemes All defined benefit schemes are closed to new members The Travis Perkins Pensions and Dependants
Benefit Scheme (the TP scheme’) which for the majonty of members 1s a 1/60th scheme Employees are entitled to start drawing a pension based on their
membership of the scheme on thew normal retirement date If employees choose to retire early and draw their pension then the amount they receive 15
scaled down accordingly

The TP scheme 1s funded by contnbutions frem Group companies and employees Contnbutions are paid to the Trustees on the basis of advice from an
independent professionally quahfied actuary who carnes out a valuation of the schemne every three years

A full actuanal valuation of the TP scheme was carned out on 30 Septernber 2011 The I1AS 19 valuation has been based upon the results of the 30
September 2011 valuationt and then updated to 31 December 2012 by a qualified actuany The present values of the defined obligations the related current
senvice costs and the past service costs for the scheme were measured using the projected umit method.

Following the acquisiiian of The BSS group plc the Group operated three additional defined benefit pension schemes (the BSS schemes) based on final
pensionable salary On 6 Apnl 2012 the defined benefit section of the Tneom Retirement and Death Benefits scheme was transferred to the TP scheme The
BSS Ireland scheme 1s immatenal

The assets of the BSS schemes are held separately from those of the Group in funds under the control of the schemes'trustees  The most recent actuanal
valuations of the BSS schemes assets and the present value of the defined benefit ohligation were carned out at 1 June 2009 for the UK and the insh
schemes. The present value of the defined benefit obhgation and the related current service cost and past service cost, were measured using the projected
unit method with a control penod equal to the futuze working hietimne of the active members

In June 2010 an agreermnent was reached with the trustees of the Travis Perkins final salary penston scheme to fund £34 7m of the deficit ustng a group
controlled special purpose vehicle The pension schetne will be entitled to receve the income of the SPV for a penod of up to 20 years, subject to funding
levels. This income 1s backed by the secunty of 16 Travis Perkns freehold properties. As the SPV 1s consolidated into the Trawis Perkons ple group accounts
advantage has been taken of Regulation 7 of The Partnership {(Accounts) Regulations 2008 and accounts for the SPV will nerther be audited or filed.
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28 Pension arrangements continued

All Schemes

2012 2011

im im
Gross deficit at 1 Januarny (457) (279)
Service costs charged to the income statement (100) 7y
Other finance mcarne 111 118
Contnibutions received by the scheme 329 273
Actuanal losses recognised in the statement of comprehensive tncome (458) (49 8)
Gross deficit at 31 December {575) 457
Deferred tax 130 114
Net deficit at 31 December {44 5) (343)

a Major assumptions used by the schemes actuanes at the balance sheet date (in norminal terms)

AL 31 December At 31 December

2012 2011
Rate of increase in pensionable salanes 225% 225%
Rate of increase of pensions in payment 25% 25%
Discount rate 46% 49%
Inftation assumption 310% 3%

Inrespect of longewity the valuation adopts the SN1A year of birth tables with improvemnents in hife expectancy to continue in the medium term, with base
year appropnate 1o the member's date of birth This results 1n the following hfe expectancies at illustrative ages.

Weighted average life expectancy for mortality tables used to deterrmune penston hability at 31 Decemnber 2012

Male Years Female Years

Member age 65 (current life expectancy) — TP Scheme 221 242
Member age 45 (life expectancy on reaching age 65) = TP Schetne 239 262
Member age 65 {current life expectancy) — BSS Schemes 224 251
Member age 45 (ife expectancy on reaching age 65) - BSS Schemes 243 269

b Amounts recognised n income in respect of the defined benefit schemnes

TP Scheme BSS Schemes 2012 Group 2011 Group

fm Ltm fm £m
Current and past service costs charged to operating profit in the income statement (72) {28) {10 0) 71
Interest cost (313) (108) {421) (447
Expected return on scheme assets 411 121 532 565
Total pension ncome / {charge) 26 (t5) i1 47

The total charge to the profif and loss account disclosed in note 7 of £17 2m (2011 £12 8m) compnses defined benefit scheme current and past service
costs of £100m (2011 L7 1m) and £7 2m (201t £5 7m) of contnibutions made to the defined contnbution schemes

The directors have agreed with the Schemes Acteanes and the Trustees to pay total contnbutions, including the amounts 1 excess of an-going
contnbutions required to repay the deficit of £23m to the TP schemne and £13m the BSS schemes in 2013

Note 5 shows where pension costs have been charged 1n the ncome statement Actuanal gains and losses have been included in the Statement of :-:l
Comprehensive Incormne (.H)
In 2013 the excess of funding over the on-going service contributions will be £28m 1n total for the Group =
<
¢ Assets and habikittes 1n the schemes and the expected rate of return {net of allowance for administration expenses) Z
TP Scheme )
Al 31 December 2012 At 31 December 2011
Expected return Fair value £m Expected return Fairvalue £m
Equities 8 0% 3595 80% 3352
Bonds gilts and cash 40% 2767 395%-42% 2150
Pensions SPV 37% 420 42% 440
Property 52% 598 52% 580
Total fair value of assets 7380 6522
Actuanal value of hability {7364) {6329)
Surplus in scheme 16 193
Related deferred tax Labihty 04) (49)
Net pension asset 12 144
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28 Pension arrangements continued

BSS Schemes
At 31 Decemnber 2012 At 31 December 2031
Expected Fairvalue Expected Fair value
return £m ratum tm
Equities 80% 1539 80% 1451
Bonds, gilts and cash 40% 162 395%-4 2% 172
Properly 52% 17 52% 41
Total fair value of assets 1718 1664
Actuanal value of hahility {2309} (2314)
Defcut in schemes {591) {65 0)
Related deferred tax asset 134 163
Net pension hahihty {457) {487)
Actual return on scheme assets
2012
im % £m %
TP Scheme 638 86 50 08
BSS Schemes 174 101 (53) (31)

d The amount included in the balance sheet ansing from the Group s obhigations in respect of its defined benehit schemes and the movemnents dunng the

year
2012 2011
TPScheme  BSS Schemes Graup TP Scheme  BSSSchemes Group
Em fm fm fm fm £m
At 1 January 193 (65 0) 457 17 {(596) (279)
Income / (expense) recogmsed 1n the iIncoma statement 26 {15) 11 74 (27 47
Transier of hability {14) 14 - - . -
Contnbutions from sponsoring companies 269 60 329 195 78 273
Actuanal losses (458) - {45 8) (393) (105} (498)
At 31 December 16 (591 (575) 193 (650) 457
e Mavements 1n the present value of defined benefit abltgations in the current penod
2012 2011
TPScheme  BSSSchemes Group TPScheme  BSSSchemes Group
fm £m £m £m £m im

At 1 January (6329) (231 4) {864 3) 6117 (2201) (8408)
Service cost (72) (28) {100) (35) (35) {71)
Interest cost {313) (108) {421) {325) (122) 447
Transfer of hability (139) 139 - - - -
Centnbutions from scheme members (50) 01 (51) {52) o) (53)
Actuanal (losses) / gains {68 5) (53) {738) (09) 79 70
Forelgn exchange - 01 01 - 02 02
Benefits paid 224 55 279 209 55 264
At 31 December (7364) (2309) {967 3) (6329) (2314) (864 3)
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28 Pension arrangements continued

 Movernents in the present value of fair value of scherne assets in the current perad

2012 2011
TP Scheme  BSS Schemes Group TPScheme  BSSSchemes Group
im im £m im tm im
At 1January 6522 166 4 8186 6434 1695 8129
Expected return of scheme assets 411 121 532 434 131 565
Actuanal gains / {losses) 227 53 280 (384) (184) {56 8)
Transfer of assets 125 {125) - - - -
Contnbutions from sponsonng comparnies 269 60 329 195 78 273
Contrnibutions from scheme members 50 o1 51 52 01 53
Fareign exchange - {01) {01) - {02) 02)
Benefits paid (224) {55) 279 {209) 59 (264)
At 31 December 7380 1718 9098 6522 1664 8186
g Cumulative actuanal gains and losses recognised in equity
TP Scheme 2012 2011
Lm im
At 1 January {2214) (182 1)
Net actuanal losses recogmised 1n the year {45 8) (393)
At 31 December (267 2) (2214)
BSS Schemes 2012 2011
fm im
At 1 January (10 5) -
Net actuanal losses recogmsed in year - {105)
At 31 December (105) {105)
h History of expenence gains and losses
TP Scheme 2012 20m 2010 2009 2008
Fair value of scheme assets (Em) 7380 6522 6434 5281 4207
Present value of scheme obligattons {Em) (736 4) (6329) (6117 (5711) (490 6)
Surplus / {defic1t) in the scheme (£m) 16 193 317 (430) (69 9)
Expenence adjustments on scheme habilities
Amounts {£m) 215 - - - 134
Percentage of scheme habilities (%) 29% - . - 27%
Expenence adjustmenis on scheme assets
Amounts (Em) 227 384 345 623 {157 2)
Percentage of scheme assets (3) 311% 6 0% 54% 118% (37 4%)
BSS Scheme 2012 2011 2011
Fair value of scheme assets (Em) 1718 1664 1695
Present value of scheme obligations (Em) {2309) (2314) (2291)
Deficit in the schemes (Em) {591) (650) (59 6)
Expenence adjustments on scheme liabilities
Amounts (Em) (38) 79 394
Percentage of scheme ltahihities (%) 16% 4% 17 2%
Expenence adjustments on scheme assets
Amounts {E£m) 53 (184) 34
Percentage of scherme assets (%) 31% (11 1)% 21%
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NOTES TO THE FINANCIAL STATBEMENTS

28 Pension arrangements continued

1 Sensitivities

The estumaled effects of changing the key assumptions (discount rate, inflation and life expectancy) on the 1AS19 balance sheet position as at

31 Decemnber 2012
Assumptian
Discount rate
Inflation

Longevity

Increase of 0 1%
Decrease of 0 1%
Increase of 0 1%
Decrease of 0 1%
Increase of 1 year
Decrease of 1 year

TP Scheme effect an 2012
balance sheet position
146
(149)

83)

85

(17 2)

172

BSS Schemes effect on 2012
balance sheet position
41
“5)
(39)
33
62
60

Defined contrtbution schemes
The Group operates five defined contnibution schemes for all qualifying employees. The pension cost which represents cantnbutions payable by the
Group amounted to £7 2m {2011 £5 7m)

29 Acquisition of businesses

a Toolstation Limited

On the 3 January 2012 the Group acquired the remaimng 70% of the 1ssued share capital of Toolstation Limited The Group had previously acquired 30%
n Apnl 2008 which included an eption to purchase the remamning 70% The acquisttton was accounted for using the acquisiilon methed ef accounting In
accordance with the requirements of the acquisition method of accounting the existing 30% holding has been re-valued to fair value which realised a gain
of £35m which has been credited to the 1ncome statement as an exceptional item. The aggregate consideration paid foltowing the payment en 3 January
was £415m On 3 January 2012 future consideratien dependent upen future performance and expanston of the business over the penod to December 2013
was estimated to be £65m The deferred consideration 1s payable in 2014 and consequently the deferred consideration has been discounted over a two year
penod from acquisition to final settlement

Fair values ascribed to 1dentifiable assets as at 3 January 2012 are shown 1n the table below

2012

Fair value acquired

tm

Praperty plant and equipment 77
Identifiable intangible assets 533
Cash at bank a8
[nventories 214
Tyade and other recevables 43
Trade and other payables {258)
Deierred tax habilitzes (64)
Loan repayable to Travs Perkins ple (396)
157

Goodwnll 1029
1186

Satisfied by

Cash pad 1n pror penods 173
Cash paxd in current penod 242
Contingent consideration 650
1065

Revaluation of pre existing equity holding 331
Discaunt on contingent consideration (138)
Losses previously recogmsed {72)
1186
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29 Acquisition of busmesses continued

Toolstation Limited contnbuted £135 3m revenue and £6 Sm to the Group s operating profit for the peniod between the date of acquisiion and the balance
sheet date This perrod alsa comprises the Group s fmaneial year

Goodwll recogmsed 1s dnven from sigmificant value 1n forecast growth forecast new customers and the value of the assembled workforce None of the
goodwill 1s expected to be deductible for tax purposes

The fair value of the acquired receivables1s £0 4m All acquired recewvables are expected ta be collected in full

Acquisition costs included in administration expenses amount to £0 3m

In accordance with 1AS 39 the contingent consideration payable has been reassessed at 31 December 2012 and as a result the arnount previously
recognised of £65m, discounted to £51 2m, has been reduced to £47 0m with the difference of £4 2m being credited 1o the income statement as exceptional
mvestment mcome

b Other acquisitions

In addition to the acquisition of Toolstation the Group acquired 5 other businesses for a total consideratran of £1 1m resufting in goodwall of £0 6m.

30 Operating lease arrangements

The Group leases a number of trading propetties under operating leases The leases at inception are typieally 25 years in duratton although some have
lessee only break clauses of between 10 and 15 years Lease payments are reviewed every five years and tnereases applied m hine with market rates, The
Group also leases certain ytems of plant and equipment The Company has no operating lease arrangements

a The Group as lessee

202 2011
£m tm
Mimimum lease payments under operating leases recoghised in income for the year 1890 1760

At the balance sheet date, the Group had outstanding comrmtments for future rinimum lease payments under non-cancetlable operating leases which
fall due as follows

2012 P13

im im

Within one year 1810 1733
In the second to fifth years inclusive 6192 5899
Alter five years 1,0852 11044
18854 19676

b The Group as lessor

The Group sublets a number of ex-trading properties to third parties Property rental incorne earned durning the year in respect of these properties was
£42m (2011 £4 1m)
Al the balance sheet date the Group had contracts with tenants for the followang future minumum lease payments

2012 2011
£m tm
Within one year 41 36
In the second to fifth years inclusive 142 126
After five years 211 173
394 335

31 Capital commitments

THE CROUP THE COMPANY

2012 201t 2012 2011
im tm tm fm

Contracted for but not provided in the accounts 122 156 - -
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NOTES TO THE FINANCIAL STATEMENTS

32 Related party transactions

The Group has a related party relationship with its subsidianes s directors and with ats pension schemes (note 28) Transactions between group companies
which are related parties have been eliminated on consolidation and are not disclosed in this note Transactions hetween the Company and uis subsidiaries
are disclosed below In additton the remuneration, and the details of interests in the share capital of the Company of the Directors, are provided in the
audited part of the remuneration report on pages 70 to 74

The remunerauon of the key management personnel of the Group 1s set out below 1n aggregate for each of the categones specified in 1AS 24 Related

Party Disclosures

2012 2011

fm £m

Short term employee benefits 79 73
Share based payments 44 49
123 122

The Company undertakes the following transactions with its active subsidianes
+ Prowniding day-te-day funding from its UK banking facihties

+ Payinginterest to members of the Group totalling £15 6m (2011 £64m)

» Levymg an annuzal management charge to cover services provided to members of the Group of £7 9m (2011 £6 9m)
+ Recewing preference dinidends totalling £m! (2011 £9 2m)

« Recewing annual dvdends totalling £74 2m (2011 £79 tm)
Details of balances outstanding with subsidiary compames are shown m note 18 and on the Balance Sheet on page 85

There have been no matenal related party transactions with directors

The Group advanced a total of £2 9m (2011 £2 3m) 1o all the Group's assoclate companies 1n 2012 Operating transactions with the associates dunng the

Year wete not 51gn1f1cant

33 Analysis of changes 1n net debt

THE GROUP
Term loan
and revalving Unsecured Liabihty te
Cash and cash Finance credit facility semor US§ pension

equivalents leases and loan notes foan notes scheme Total

fm £m tm £m £m £m

At 1)anuary 2011 (509) 218 4006 3660 361 7736
Cash flow 277 (t5) (787 722 {14) {1815)
Fair value of BSS loan - - - (124) - (124)
Exchange movement - - - a5 - 05
Fair value movement - - - (15) - {15)

Finance charges amortised - - 31 - - 31
Amortisation of swap cancellation receipt - - - (11) - 11)

Discount unwind on hability to pension scheme - - - - 25 25

Al 1January 2012 (78 6) 203 3250 2793 372 5832
Cash flow (6095) 57 {58 8) - (28) (1164}
Exchange movernent - - - (27) - 27
Fair value movement - - - (144) - {144)
Finance charges amortised - - 12 - - 12
Amortisation of swap cancellation receipt - - - (11 - (11)
Lease surrendered - {01) - - - on

Discount unwind on Liability to pension scheme - - - - 25 25

31 December 2012 {1391) 259 2674 2611 369 4522




33 Analysis of changes in net debt continued

Balances at 31 December comprse

TRAVIS PERKINS ANNUAL REPORT AND ACCOUNTS 20t2

THE GROUP
2012 2011
Lm fm
Cash and cash equivalents 1391 (786)
Non-current interest beanng loans and borrowings {195 2) 5982
Current interest beanng loans and borrowings (3961) 636
Net deht (4522) 5832
34 Gearning
THE GROUP
2012 2011
im im
Net debt under [FRS {452 2) (583 2)
1AS 17 hnance leases 187 203
Unameortised swap cancellation receipt 29 40
Liahiiity to pension scherme 369 372
Fair value adjustment to debt 195 366
Finance charges netted off bank debt 03) (15)
Net debt under covenant calculations {374 5) (486 6)
Tatal equity 23081 21078
Geanng 16 2% 231%
35 Free cash flow
THE GROUP
2012 2011
tm tm
Net debt at 1 January (583 2) {773 6)
Net debt at 31 Decemnber (452 2) (583 2)
Decrease in net debt 1310 1904
Dindends paid 512 388
Net cash outflow for expansion capital expenditure 279 544
Net cash outflow for acquisitions 245 59
Disposal of business - (269)
Bank fees paid - 61
Amorttsation of swap cancellatien receipt (11) any
Discount unwind o lability to pension: scheme 25 25
Cash impact of exceptional items 47 178
Interest in associate 29 23
Shares 1ssued and sale of own shares (89) (10 6)
Decrease 1n fair value of debt and exchange {171) (133)
Movement in finance charges netted off bank debt 12 31
Speacial pension contnbutions 230 201
Free cash flow 2418 2935
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36a Adjusted ratio of net debt to earnings before interest, tax and depreciation

THE GROUP

2012 2011

&m tm
Profu hefore tax 3133 2696
Net finance costs 267 209
Depreciation and amortisation 868 767
EBITDA under [FRS 4268 3672
Exceptional cperating items 87 98
Exceptional investment mncame {395) -
IFRS adjustments not included 1n covenant calculations (26 27
Adjusted EBITDA under covenant calculations 3934 3743
Net debt under cavenant calculations 3745 4866
Adjusted net debt to EBITDA 095x 130%
36b Lease adjusted ratio of net debt to earnings before interest, tax , depreciation and operating lease rentals
THE CROUP
2012 2011
fm im

EBITDA under I[FRS 3934 3743
Operating lease rentals 1890 1760
EBITDAR 5824 5503
Net debt under covenant caleulations 3745 4866
Operating lease rentals x8 1,5120 14080
Lease adjusted net debt 1,8865 18946
Lease adjusted net debt to EBITDAR 3x 34x




37 Adjusted pre-tax return on capital

TRAV]S PERKINS ANNUAL REPORT AND ACCOUNTS 2012

THE GROUP
2012 2011
f£m fm
Operating profit 3005 2905
Amortisation of intangible assets 174 129
Exceptional tems 87 98
Adjusted operating profit 3266 3132
Opening net assets 2,1078 149518
Net pension deficit 343 201
Goodwill wntten off 927 927
Net borrowings 5832 7736
Exchange adjustment {36 6) (52 2)
Opemng capital employed 27814 27860
Closing net assets 2,3081 21078
Net pension deficit 445 343
Goodwnll wntten off 927 927
Net borrowings 4522 5832
Exchange adjustment {195) (36 6)
Closing caputal employed 28730 27814
Average capital employed 28297 2,7837
Adjusted pre—tax return on capital 115% 113%
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Five Year Record

Consohdated income statement 2012 2011 2010 2009 2008
Lm £m £m £m £m
Revenue 48449 47791 31528 29309 31786
Operating profit before amortisation and exceptional items 3266 3132 2390 2246 2715
Amortisatton {17 4) (129) (02) - -
Exceptional 1tems 87 (98) (190) 327 (56 2)
Operating profit 3005 2905 2198 2573 2153
Exceptional investment incorme 395 - - - -
Net finance costs (26 7) (209) (230) {44 6) (690)
Profit before tax 3133 2696 1968 2127 1463
Income tax expense {337) (572) (55 5) (553) (44 4)
Net profit 2596 2124 1413 1574 1019
Ad)usted pre-tax return on capttal 115% 113% 12 2% 109% 129%
Basic earmings per share 108 9p 903p 69 6p 884p 68 6p
Adjusted earnings per share 95 1p 931p 77 2p 752p 969p
Dmvidend declared per ordinary share (pence) 250p 200p 150p - 145p
Branches at 31 December (No) Includes branches of associates 1,896 1,868 1813 1,238 1223
Average number of employees (No} 21,887 21423 15,792 14,528 15414
Basic and adjusted earmings per share for 2008 have been restated for the impact of the nghts 1ssue
Consolhidated cash flow statement 2012 2011 2010 2009 2008
im fm fm Lm fm
Cash generated from operations 3276 3451 2823 3198 3376
Net interest paid (27 3) (235) (160) (29 0) {630)
Swap cancellation receipt / (payment) - - 137 (287) -
Income taxes pad (64 5) (263 (42 4) (273) (66 0)
Net purchases of investments, property and plant (497) (94 2) (354) (7 8) (82 4)
Interest in associates (29) )] {125) (129) {207
Disposal of businesses - 269 - - -
Acquisttion of businesses net of cash acguired (24 5) (59} (294 9) (§41)] (225)
Proceeds from 1ssuance of share capital 89 106 03 3003 06
Dividends paid (512) (38 8) (101) . (525)
Bank facility finance charges - 61) - - (147)
Net movement in finance lease labilities 57 (1 6) {13) (1% (z1)
Repayment of unsecured loan notes - - {06) ©1) (115)
Liability to penston scheme - - 347 - -
Decrease 1n bank loans (616) (1522) (214 1) (1600) (337
Net increase / {deciease) in cash and cash equivalents 605 277 (296 3) 3518 (309
Net debt at | January {(5832) (773 6) (467 2) (1.0174) (941 0)
Non cash adjustment 146 89 (31) 368 (928)
Cash flow from debt and debt acquired 559 1538 (70} 1616 473
Net debt at 31 December (452 2) (5832) (773 6) {467 2) (1017 4)
Free cash flow 2418 2935 2778 2044 1853
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Consohdated balance sheet 2012 2011 2010 2009 2008
£m im £m tm £m
ASSETS
NON-CURRENT ASSETS
Property, plant and equipment 5784 5626 5271 4990 5345
Goodwill and other intangible assets 22323 20951 2,1007 15153 15139
Derwvative inancial instruments 128 403 570 447 803
Initerest in associates 67 513 457 317 196
Retirement benefit assets 16 193 317 - -
Investment property and other investmerits 28 19 19 48 54
Deferred tax asset - - - 120 185
CURRENT ASSETS
Inventones 6371 5960 5714 3127 3219
Trade and other receivables 7464 7461 6872 3754 3886
Assets held for resale - - 23 - -
Cash and cash equivalents 1391 786 629 3472 77
Total assets 4,357 2 41912 40969 31428 2,8914
CAPITAL AND RESERVES
Issued capital 245 244 242 209 123
Share premium account 4872 4808 4715 4712 1795
Merger reserve 3265 3265 3259 - -
Own shares (62 4) (75 2) (83 4) (837) 837
Other reserves 185 157 144 92 60
Accumulated profits 15138 1,3356 1,1992 10428 9041
Total equity 23081 21078 19518 1,4604 10182
NON-CURRENT LIABILITIES
Interest beanng loans and horrowings 1952 5982 7609 7391 1,007 3
Denvatwve financial instruments 49 59 42 61 258
Retirernent benefit obligations 591 650 596 430 699
Long term provisions and other payables 670 289 360 437 478
Deferred tax habilities 850 974 1105 628 747
CURRENT LIABILITIES
Interest beanng loans and borrowings 3961 636 756 753 178
Denvative financial instruments 26 - 25 - -
Trade and other payables 1,107 6 10883 1,0045 6387 5822
Tax hahlities 748 759 365 281 g1
Short-term provisions 568 602 548 456 386
Total hiabihties 20491 20834 2,1451 1,682 4 18732
Total equity and habhties 4,357 2 41912 4,0969 31428 28914
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Notice of Annual General Meeting

Notice 1s hereby given that the forty-ninth Annual General Meeting
of Trawis Perkins plc wall be held at Northampton Rugby Football
Club Franklin's Gardens, Weedon Road, Nerthampton NN5 5BG on
Thursday 23 May 2013 at 12 00 naon

The Resolutions

Resalutions 1 1o 15 {inclusive) will be propased as ordinary

resolutions Resolutions 16 to 18 {inclusive) wall be proposed as

special resolutions

1 Taorecewe the Company's annual accounts for the financial year
ended 31 Decemnber 2012, together wath the Directors’ report, the
Directors' remuneration report and the Auditor's report on those
accounts and on the auditable part of the Directors’ remuneration
report

2 Todeclare a final dividend for the financial year ended
31 December 2012 of 17 perice per ardinary share, payable to
shareholders on the register at the clase of business on 3 May
2013

3 Toappouwnt Tony Buffin as a director of the Company
Biographical detals of Tony Buffin appear on page 54

4 Tore-appont Chris Bunker as a non-executive director of the
Campany Biographical details of Chris Bunker appear on page 55

5 Tore-appont John Coleman as a non-executive director of the
Company Biographical details of John Coleman appear on
page 55

6 Tore-appoint Andrew Simort as a non-executive director of the
Comnpany Biographical details of Andrew Simon appear on
page 55

7 Tore-appotni Ruth Anderson as a non-executive director of the
Company Blographical details of Ruth Anderson appear an
page 55

8 Tore-appoint Geoff Cooper as a director of the Company
Biagraphical details of Geoff Cooper appear on page 54

9 Tore-appomnt John Carter as a director of the Company
Biographical details of John Carter appear on page 54

10 Tore-appoint Robert Walker as a directar of the Company
Biographical details of Robert Walker appear on page 54

11 Tore-appoint Deloitte LLP, Chartered Accountants, as auditor of
the Company to hold office from the conclusion of this meeting
until the conclustort of the next general meeting of the Company
at which accounts are laid

12 To authonse the Directors to fix the remuneratian of Delaitte LLP

13 That the Directors Remuneration Report for the finanaial year
ended 31 December 2012 set out on pages 64 to 74 be approved

14 That the replacement Deferred Share Bonus Plan (the Plan)
produced m draft to this meeting and, for the purposes of
identification inittalled by the Chairman, be approved and the
Directors be authonsed to make such modifications to the Plan as
they may consider appropnate

15 That, in substitution for all existing authonties the Directors he
generally and uncondittonally authonsed 1n accordance with
sechion 551 of the Comparnies Act 2006 to exercise ath the powers
of the Company to allot

a shares (as defined in section 540 of the Companies Act 2008)
or grant nghts to subscribe for or to convert any secunty into
shares up to an aggregate normnal amount of £8,166,764, and

b equity secunties (as such phrase 1sto be interpreted 1n
accordance with section 560 of the Companies Act 2006) up to
an aggregate nominal amount of £16,333,529 (such amount
to be reduced by the aggregate nomnal armount of shares
allotted or nghts te subscnbe for or to convert any secunty into
shares 1n the Company granted under paragraph (a) of this
resolution 15) in connection with an offer by way of a nghts
1ssue
1 to ordinary shareholders in proportion {as nearly as may be

practicable) to their existing holdings, and
1 to holders of ather equity secunties {as defined 1n section
560(1) of the Companies Act 2006) as required by the nghts
of those secunties or, subject to such nghts, as the directors
otherwise consider necessary,
and so that the Directors may impose amy limes or restnctions
and make any arrangements which they consider necessary
or appropriate to deal with treasury shares, fractional
entitlements, record dates, legal, regulatory or practical
problems n, or under the laws of, any terntory or any
other matter such authonties to apply until the end of the
Company s next annual general meeting after this resolution
15 passed (or, 1f earlier until the close of business on 30 June
2014) but, 1n each case, so that the Company may make
offers and enter into agreements hefore the authonty expires
which would, ar might, require shares to be allotted o1 rights
to subscribe for or to canvert any secunty into shares to he
granted after the authonity expires and the Directors may allot
shares or grant such nghts under any such offer or agreement
as1f the authonty had not expired
16 That, n substitution for all existing powers and subject to the
passing of resalution 15, the Directors be generally empowered
pursuant to section 570 of the Companies Act 2006 to allot equity

securities (as such phrase 1s to be interpreted in section 560

of the Compantes Act 2008) for cash pursuant to the authonty

granted by resolution 15 and/or where the allotment constitutes

an allotment of equity securities by wirtue of section 560(3) of the

Comnpanies Act 2006, 1n each case free of the restnction 1n section

561 of the Companies Act 2006, such power to be limited

a 1o the allotment of equity secunties in cannection with an offer
of equity secunties (but mn the case of an allotment pursuant to
the authonity granted by paragraph (b) of resolution 15, such
power shall be limited to the allotment of equity secunties in
connection with an offer by way of a nghts1ssue only)

1 toordinary shareholders in proportion (as nearly as may be
practicable) to their existing holdings, and

1t toholders of other equity secunties {as defined 1n section
560(1) of the Companies Act 2006), as required by the nghts
of those secunties or subject to such nghts, as the directors
otherwise consider necessary and so that the Directors
may tmpose any lirmits or restnctions and make any




arrangements which they consider necessary or appropriate
to deal wath treasury shares, fractional entitlements, record
dates, legal, regulatory or practical problems in or under the
laws of, any terntory or any other matter, and

b tothe allotment of equity secunties pursuant to the authonty

granted by paragraph (a) of resolution 15 and/or an allotment
which constitutes an allotnent of equity secunties by wirtue
of section 560(3) of the Companies Act 2006 (in each case
otherwise than in the circumstances set out 1n paragraph (a)
of this resolution 16) up to a narmnal amount of £1,225,015
calculated, in the case of equity secunties which are nghts

ta subscribe for, o1 to convert secunties into, ordinary shares
(as defined 1 section 560(1) of the Compantes Act 2006) by
reference to the aggregate normnal amount of relevant shares
which may be allotted pursuant to such nghts, such power

to apply until the end of the Company's next annual general
meeting after this resolution 1s passed {or, if earlier, until the
close of business on 30 June 2014), but so that the Company
may make offers and enter into agreements before the power
expires which would, or might, require equity securities to be
allotted after the power expires and the Ditectors may allot
equity securities under any such offer or agreement asif the
pawer had not expired
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the mimmum pnee {exclusive of expenses) which may be paid
for an ordinany share 15 1ts nomtnal value of 10 pence;

the maximum price (exclusive of expenses) which may be
paid for an ordinary share 1s an amount equal to 105% of the
average of the mddle market quotations for an ordinary share
as denved from The London Stock Exchange Datly Official List
for the five business days immediately preceding the day on
which that ordinary share s purchased,

this authanty expires at the canclusion of the next Annual
General Meeting of the Company or 30 June 2014 whicheveris
the earlier and

the Company may make a contract to purchase erdinary
shares under ths authonty befare the expiry of such authornty,
which will or may be executed wholly or partly after the expiry
of such authonty, and may make a purchase of ordinary
shares pursuant to any such contract

By order of the Board

e

17 That a general meeting other than an annual general meeting Andrew Pike
may be called on not less than 14 clear days notice Company Secretary

18 That the Company be and 1s hereby generally and Lodge Way House, Harlestone Road, Northamptan NN5 7UG
unconditionally autherised to make one or more market 3Apnl 2013

purchases (within the meamng of section 693(4) of the
Companies Act 2006) of ordinary shares of 10 pence each in the
capntal of the Company (ordinary shares), provided that

a the maximum aggregate number of ardinary shares authonsed

Registered 1n England Mo 824821

Directions to Northampton Rughy Football Club can be found on
page 136

to be purchased 1s 24,500,293 (represenuang 10% of the 1ssued
share capital of the Company as at 27 March 2013},
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Notes to the Notice of Annual Genral Meeting

A form of proxy 1s enclosed and instructions for 1ts use are shown
on the form The appointment of a proxy will not prevent a
member from subsequently attending, voting and speaking at the
Meeting 1n person in which case any votes of the proxy wrll be
superseded

Amember of the Companys entitled to appoint a proxy to
exercise all or any of his nghts to attend, speak and vote ata
general meeting of the Company A member may appoint more
than one proxy, provided that each proxy ts appointed to exercise
the nghts attaching to different shares A proxy need not be a
member

To appeint more than one proxy, {an) additional proxy form(s)
may be obtained by contacting the Registrars or you may
photocopy the form Please indicate i1 the box next to the proxy
holder's name the number of shares in relation to which they are
authonsed to act as your proxy Please also indicate by icking
the hox provided if the proxy mnstruction s one of muluple
instructions being given All forms must be signed and should be
returned together in the same envelope

The right to appoint a proxy under note 1 and 2 above does

not apply to persons whose shares are held en their behalf

by ancther person and who have been nominated to receve
communtcation from the Company in accordance with section
146 of the Companies Act 2006 (nominated persons) Nominated
persons may have a nght under an agreement with the registered
shareholder who holds shares on their behalf to be appointed

{or to have someone else appointed) as a proxy Alternatively,

1f norminated persons do not have such a nght or do not wish

10 exeraise 1t they may have a nght under such an agreement

to gve instructions to the person holding the shares as to the
exercise of voting nghts

To be effective, the instrument appointing a proxy and any
authority under which 1t 1s signed (or a notanally certified copy
of such authonty) for the Annual General Meeting to be held at
Northampton Rughy Foetball Club Franklins Gardens, Weedon
Road, Northampton, NN5 5Bp at 12 00 noon on Thursday 23 May
2013 and any adjournment(s) thereof must be returned to Capita
Registrars, PXS, 34 Beckenham Road Beckenham, Kent, BR3 4TU,
by 1200 noon on 21 May 2013 Alternatively you may submit
your proxy form onltne by accessing the Shareholder portal at
www capitaregistrars com, logging in and selecting the Proxy
Voting hink If you have not previously registered for electronic
commiunicanons, you will first be asked to regster as a new user,
for which you wall require your tnvestor code (which can be found
on the enclosed proxy form, your share certificate or dividend tax
voucher), lamily name and post code {if resident 1in the UK)

CREST members who wish to appoint a proxy o proxies through
the CREST electronic proxy appomtntent service may do by using
the procedures descnbed n the CREST Manual

CREST personal members or other CREST sponsared members,
and those CREST members who have appointed a voting service
provider(s) should refer to their CREST spansors or voling service
prownder(s), who will be able to take the appropnate action on thair
behalf

In erder for a proxy appointment made by means of CREST
tobevalid the appropriate CREST message (a ‘CREST Proxy
Instruction’) must be properly authenticated m accordance with
Euroclear UK & Ireland Limited's specifications and must contain
the nformation required for such mstructions, as described in the
CREST Manual The message, regardless of whether 1t constitutes
the appowntment of a proxy or an amendment to the instruction
gven io a previously appointed proxy must, 1n order to be vahd, be
transmitted so as to be recewed by the Company's agent (ID RA10)
by the latest time(s) for receipt of proxy appointments (12 00
noon en 21 May 2013) For this purpose, the time of receipt wll
he taken to be the time {as determined by the umestamp apphed
to themessage by the CREST Application Host) frem which the
Company's agent is able toetneve the message by enquiny to
CREST in the manner prescribed by CREST After this ime, any
change of instructions te proxies appointed through CREST should
be communicated to the appointee through other means

CREST members and, where appltcable, their CREST spansars
and voting sernice providers should note that Euroclear UK &
Ireland Lirmited does not make available special procedures in
CREST for any particular messages Normal system timings and
lLimitations wall therefore apply in relation to the input of CREST
Proxy Instructions lt1s the responsibility of the CREST member
concerned to take {or, 1f the CREST member 1s a CREST persenal
member or sponsored member or has appointed a voting sernice
prowder(s) to procure that tus CREST sponsor or veting service
provider(s) take(s)) such action as shall be necessary to ensure
that a message s transmutted by means of the CREST system
by any particular ime In this connection, CREST members
and, where applicable, their CREST sponsers or voting service
providers are referred, in particular, to those sections of the CREST
Manual concerning practicat himitations of the CREST system and
timings The CREST Manual can be reviewed at www euroclear
com/CREST

The Company may treat as nvahd a CREST Proxy [nstruction
in the cireumnstances set out 1n Regulation 35(5){a) of the
Uncertificated Secunties Regulations 2001

In each case the proxy appotntments must be received by the
Company not less than 48 hours befere the time apponted for
holding the meeting or any adjournment thereof

Only those members entered on the register of members of
the Cormnpamny as at 6 00 pm on 21 May 2013 shall be entitled
10 attend or vote at the meeting in respect of the number of
shares registered 1n their name at that tme Changes to entries
on the register of members after that ime shall be disregarded
n deterriming the nghts of any person to attend or vote at the
meeting




8 Reference to the register means the 1ssuer register of members and

10

1

—
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the Operater register of members maintained i accordance wath
Regulation 20 of the Uncertificated Secunties Regulations 2001

The following documents wilt be available for inspection at the
Registered Office of the Campany during usual business hours on
any weekday (Saturdays, Sundays and public hohidays excluded)
from the date of this Notice ta the date of the meeting and at
Northampton Rughy Football Club from 12 00am on the day of
the meeting until the concluston of the meeting.

= Coptes of contracts of service of directars and nen—executive
directors’ letters of appaintment with the Company, or with any
of 1ts subsidiary comparnies

The register of directors’ interests kept by the Company

A copy of the Company's Articles of Association

A statement giving particulars of directors’ relevant
transactions

A copy of the draft rules of the replacement Deferred Share
Bonus Plan Capies will alse be available for inspection at the
offices of Aon Hewntt, 10 Devonshire Square London, EC2M 4YP
dunng usual business hours on any weekday (Saturdays and
English pubhc hohdays excepted) from the date of this notice
untl the conclusion of the meeting

At 27 March 2013 (being the latest practicable date before
publication of this notice) the 1ssued share capital of the
Company consisted of 245 002,932 ordinary shares, carrying one
vote each Therefore the total voting nghts in the Company as at
27 March was 245,002,932

A person to whorn this Notice 1s sent who 13 a person

nominated under section 146 of the Companies Act 2006 to
enjoy mnformation nghts {a‘Nominated Person) may, under

an agreement between him/her and the sharehalder by whom
he/she was nominated, have a nght to be appointed {or to

have someone else appointed) as a proxy for the Meeting If a
Nominated Person has no such proxy appomntment nght ar does
not wish to exercise 1t, he/she may under any such agreement,
have a nght to give instructions to the shareholder as to the
exercise of voting nghts

The statement of the nghts of members in relation to the
appoemntment of proxies in paragraphs 1 to 6 above does not apply
10 a Nominated Person The nights descnbed i these paragraphs
can only be exercised by registered members of the Company

Any corporation which 1s a member can appoint one or more
corperate representatives who may exercise on 1ts behalf all of
the same pawers as the corporation could exercise if 1t were an
indmdual member

Under section 527 of the Companies Act 2006 members
meeting the threshold requirements set out in that section
have the nght to require the company to publish on a website
a statement setting out any matter relatng to (i} the audt of
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the Company’s accounts {including the auditor’s report and the
conduct of the audit) that are to belaid before the meeting or (n)
any circumstance connected with an auditer of the Company
ceasing to hold office since the previous meeting at which annual
accounts and reports were laid 1n accordance with section 437

of the Compames Act 2006 The Company may not require the
shareholders requesting any such website publicatton to pay its
expenses in complying with sections 527 or 528 of the Companies
Act 2006 Where the Company 1s required to place a statement on
awebsite under section 527 of the Companies Act 2006, 1t must
forward the statement to the Company’s auditot not later than the
time when 1t makes the statement available on the website The
business which may be dealt with at the meeting includes any
statement that the Company has been required under section 527
of the Companies Act 2006 to publish on a website

Under section 338 and section 338A of the Compamies Act 2005,
members meeting the threshold requirements in those sections
have the nght to require the company {1) to give, to members of
the company entitled to receive notice of the meeting, notice of
aresolution which may properiy be moved and 15 intended to

be moved at the meeting and/or (1) to nclude in the business to
be dealt wath at the meeting any matter (other than a proposed
resolution) which may be properly included in the business A
resolution may propetly be maved or a matter may properly be
tncluded in the business unless {a) (in the case of a resolution
only) 1t would, +f passed be ineffective (whether by reason of
Inconsistency with any enactment or the company’s constitution
or otherwise) (b) 1t 1s defamatory of any person, or (¢) 1t ts
frivalous or vexatious Such a request may be in hard copy form or
1n electronic form, must identify the resolution of which notice1s
to be given or the matter to be included i the business, must be
authorised by the person or persons making 11, must be recetved
by the company not later than 10 April 2013, being the date six
clear weeks before the meeting and (in the case of a matter to

be included in the business only) must be accompanied by a
statement setting out the grounds for the request

Shareholders and their proxies wiil have the opportunity to ask
questions at the Meeting When invited by the Chairman, if you
wish to ask a question, please wait for a Company representative
to bring you a mycrophone 1t would be helpful if you could

state your name before you ask your question Puestions may
not be answered at the Meeting if they are deemed not to bein
the interests of the Company, or the good order of the Meeting,
would interfere unduly with the preparation for the Meeting or
mvolve the disclosure of confidential information, or if the answer
has already been given on a website The Chairman may also
nominate a Company representative to answer a specific question
after the Meeting or refer the response to the Company's website

A copy of this Notice, and other information required by section
311A of the Companies Act 2006, can be found in the Investor
Centre at www travisperkinsple com

(]
(=]
(]
—
=
=
(&3]
(]
<X
e
w

135




The Travis Perkins Annual General Meeting 1s to be held in
The Captains Lounge and The Rodber Suite,

Northampton Rugby Foathall Club,

Frankhn's Gardens,

Weedon Road

Northampion NNS 5BG

Parking 1s directly outside in the VIP Car Park (follow VIP Car Park
signs off Weedon Road)

Directions

From the south (via the M1)

Exit off motorway at junction 154 and follow the signs towards
Sixfields At roundabout with TGI Fridays on the nght and a BP
petrol station on the left carry straight on up the hall At Cinewerld
roundabout turn nght towards the Town Centre Go straight over
the next two roundabouts (Samsbury’s 1s on the left before the first
roundabout and Wickes on the nght after the second roundabout)
and set of traffic lights Continue on that road (Weedon Road) The
entrance to the Samnts 1s on the nght immediately after Beacon Bingo
Follow signs for VIP car park off Weedan Road

From the north (via the M1)

Exit off motorway at junction 16 and follow the A45 1o Northampton
At Cineworld roundabout continue straight on and follow directions
from the South

From the east, Peterborough, Cambndge, Welhnghoraugh

Follow A45 to M1 Junction 15 Head north tojunction 154 then follow
directions from the South
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From Welford, Market Harhorough

Aam towards the Kingsthorpe area of Northampton Turn nght at the
major set of traffic hights (the Cock Hotel1s on the carner), signposted
Sixfields Continue on this road uritil you get to Cinewaorld roundabout
(2pprox 3 miles) Turn left at the Cineworld roundabout then continue
as from the South

From the rallway station

Turn nght out of the station Continue past Thomas A Becket pub,
Church and Co factory and bus station At fork in road bear left and
Frankhn's Gardens 1s on your left The walk takes approx 15 minutes

Nearest alrports
London Luton and Nottingham East Midlands

Further information

For detailed directions you mght want to try the following websites
Multimap (www multimap com),

The AA (www theaa com),

The RAC {wwwrac.co uk)

For further details about the venue

www northamptonsaints co uk




Other Shareholder Information
. |

Sharehalder enquines

Shareholder enquinies should be directed to the Company Secretary
at the Company's registered office

Trawis Perkins ple

Lodge Way House, Lodge Way, Harlestone Road,

Northampton NN5 7UG

Telephone 01604 752424

Email cosec@transperking co uk

or to the Company's registrars

Capita Registrars

The Registry, 34 Beckenham Road Beckenham Kent, BR3 4TU
Telephone 0871 664 0300

{calls cost 10p per minute plus network extras lines are apen 8 30am
to 5 30pm, Monday — Fridau)

Email ssd@capitaregistrars com

Should your query relate to a pensions matter please email
pensions@travisperkins co uk or if your query relates to a marketing

matter please email marketing@travisperkins co uk.

Financial diary

Ex-dmwidend date I May 2013
Record date 3 May 2013
Annual General Meeting 23 May 2013
Payment of final divdend 30 May 2013
Announcement of 2013 intenm results July 2013
Announcement of 2013 annual results February 2014

Annual general meeting - catering arrangements

It has always heen the Company's custom to provide a ight luncheon
for shareholders following the AGM, and a buffet luncheon will be
avallable (you need not notify the Company n advance 1f you wauld
like lunch)

Internet

There are sites on the internet that carry a range of information
about the Group and its pnincipal brands, products and services at the
following addresses

www ccfltd couk’

www 4iradeproducts co uk

www benchmarxkitchens.couk

www benchmarxshowroom couk {end user site)

www birchwoadpricetools com

www brmpublicsector co uk

www bssindustnial couk

www buytiles co uk

www cityheatingspares co uk

www cityplumbing co uk’

www connectionsaml co uk

www defenderpower com
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www dhsspares co uk

www fponlinecrdenng.co uk
www fpwholesaie couk

www fressshbathreoms ce uk
www havelockcontrols co uk
http//nire travisperkins co uk/hire’
www 1iflo couk

www nsulationgiant co uk
www keylne co uk’

hitp.//hite keyhine co uk/hire/”
WWW TTuSpares com

www pro-heat co uk

www ptsonlineardering co uk
www ptsplumbing co uk

www pisrenewables co uk
www scruffs com

www selfbuildgroup co uk
www southern-darwent co uk
www sustainablebuildingsolutions co uk
www thedoorscollections couk
www tileglant couk’

www tilehq couk

www tilemagic co uk

www timberdirect co uk

www toolstation co uk”

www tpeareers couk

www tpmanagedservices couk
www trademate co uk’

www travisperkins co uk’

www travisperkinsplc com (investor relations site) !
www vanvault couk
wwwwickes couk’

www wickescareers co uk
wwwwickeskitchens co uk

“These sites allow credit account holders Lo order on-line through
Trademate, wrth the exception of the Wickes Ttle Giant and ToalStatton
sites which allow on-hine ordening by secure card transaction

Most of the sites provide information about branch locations and
allow access to pnices and the product range avallable Customers are
also able to construct ther own price quotation that includes any
special price arrangements that have been negotiated with the Group

Electronic communication

[n accordance with the Companies Act 2006 and the Company's
Articles of Association, the Company 1s allowed to use 1ts website to
pubhsh statutory documents and communications to shareholders,
such as the Annual Report and Accounts and the Notice of the AGM
You can therefore view or download a copy of the Annual Renort and
Accounts and the Notice of the AGM by going to our website at

www travisperkinsple com (see section called ‘Investor Centre) If you
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OTHER SHAREHOLDER INFORMATICN

recewved a hard copy of this report in the post then you will not have
consented to this method of publication Should you now wish to
consent to this method of publication you should contact

Capita Registrars, Freepost RLYX-GZTU-KRRG, SAS,

The Registry, 34 Beckenham Road, Beckenham, BR3 9Z4

By reducing the number of communications setit by post 1t will not
only result in cost savings to the Company but also reduce the impact
that the unnecessary pnnung and distribution of reports has on the
enviranment Please note that if you consent to website publication
you will continue to be notified each ime that the Company places
a statutory commumnication on the website This natification will
be sent to you by post However, you may also choose to receive
notificatons by e-mail and we would encourage you ta do so If you
wish to receve these nouficanons by e-mal, you shauld register
at www capitashareporta! com, and follow the instructions (see
Regstrar's On-Line Service below)

Please telephone Capita Registrars on 0871 664 0300 (within the
UK) calls cost 10p per minute plus network extras, lines are apen
9 00am to S 30pm, Monday - Fnday or +44 20 8639 3399 (Non-UK) 1f
you have any queries

Notes

1 Before consenung to receve documerits and communications vta
the website, shareholders should ensure that they have a computer
with internet access and the Adobe Acrobat reader facility The
Adobe Acrobat reader software may be obtairied wia the website
free of charge

2 1f you elect to recewve notifications of the publicatan of the
documents and communcations on the website elecironically 1t
will be your responsibility to notify our registrars, Capita, of any
subsequent change 1n your e-mail address or ather contact details

3 1f you are not resident in the Umted Kingdom 1t 1s your
responsib:hty to ensure that you may vahdly receve documents
and communications electronically {either generally or 1n relation
to any particular document or communication) without the
Company being required to comply with any governmentat or
regulatory procedures or any similar formalities The Company
may deny electronic access to documents and communications
relating to certain corporate actions 1n respect of those
shareholders who 1t believes are resident m junsdictions where it
1s adwised that to provide such access would or may be a hreach of
any legal or regulatory requirements

4 The Company's ohligation to provide shareholder documents
to you 15 satished when it transmits an electromc message The
Company 1s hot responsible for any failure m transmission for
reasons beyond its contral any more than 1t1s for postal failures

In the event of the Company becormng aware that an electrome
communication te you has not been successfully transmitted,
a further two attempts will be made If the transmission 1s still
unsuccessful, a hard copy of the relevant notsfication will be posted
to your registered address

5 Your registration to receive elecirome commurications and your
relevant contact address details will stand until such tume as the
Company recerves alternative tnstructions from you by e-mail or m
wriing,

6 The Company takes all reasonable precautions te ensure ne
computer viruses are present in any electronic commurnication
1t transtmits, but the Company shall not be responsible for any
loss or damage ansing from the opening ar use of any e-mail ot
attachments sent by the Company ot on 1is behalf The Company
recommends that sharehalders subject all messages to computer
wirus checking procedures Any electronic commurnication received
by or on behalf of the Company mcluding the lodgement of an
electronic proxy form that is found to contain any computer virus
will not be accepted

7 The Company reserves the nght, irrespective of your election to
revert to sending hard copy documentation by post whenever 1t
cons:ders 1t necessary or desirable to do so

Capita registrars
The Company's registrars Capita Registrars (Capita’), provide a
number of sernices that, as a shareholder, mght be useful to you.-

Registrar's on-line service

By logging onto www capitashareportal com and fallowing the
prampts, shareholders can view and amend vanous details on thewr
account Please note that you will need to register to use this service
for which puzrpose you will require your unique investor cade (IVC),
which can be found an your share certificate, proxy card or dvdend
tax voucher

Dividend re-investment plan (DRIP)

This 1s a scheme which allows you to use your dividends to buy
further shares in Travis Perkins For any shareholders who wash to
re-nvest dividend payments 1n the Company, a faciity 1s provided by
Capita [RG Trustees Ltd in conjunehion with Capita Registrars Under
this facility cash dividends are used to purchase addiiional shares
Shares are bought an the dividend payment date at the then current
market price Any cash left over which1s insufficient to purchase

a whole share wll be camed forward and held without interest, in

a Chent Money bank account Any shareholder requinng further
information should contact Capita on 0871 664 0381 {Calls cost 10p
per minute plus any network extras from within the UK) lines are




open from 900 am to 5 30 pm Monday — Fnday If Non-UK +44 208
639 3399 Fax 0208 639 1023 E-mail shares@camtaregistrars com or
VISIt www capitaregistrars com Please note that this facihtyis enly
avatlable to shareholders with an addressin the UK or EEA

Duphicate share register accounts

If you are receiving more than one copy of our report, 1t may be that
your shares are registered In two or Imare accounts on our register of
members If that was not your intentton you night constder merging
them into one single entry Please contact Capita who wall be pleased
to carry out your nstructions

Overseas shareholders

Caputa, 1n canjunction with Western Unian, are able to provide you
with a service that will cenvert your sterling dwvidends inte your local
currency at a competitive rate You can choase to receive paymeant
directly into your bank account, or you can be sent a draft in your
local currency Further details are avarlable from

Capita Registrars

Freepost RLYX-GZTU-KRRG SAS, The Registry,

34 Beckenham Road Beckenham, Kent BR1 9ZA

Telephone UK 0871 664 0385

(Calts cost 10 pence per minute plus network extras, lines are open to
9 00am to 5 30pm, Monday - Fnday) or +44 208 639 3405 (Non UK) or
by logging on to www international capitaregistrars cam
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Share dealing services
There are two share dealing services that you may wish to use to buy
or sell shares in Travis Perkins

Capita

Capita offers an on-hne and telephone share dealing service which

15 available by logging on to www capitadeal com or telephomng

0871 664 0346 {calls cost 10p per minute plus network extras,

lines are open 8 00arn to 4 30pm Monday — Fniday) For the on-line
service, Capita’s commission rates are 1% of the value of the deal
(munumum £26, maximum £73) and for the telephone service, Capua's
commuission rates are 1 50% of the value of the deal {mimumum £25,
maximum £102 50)

Stocktrade

Stocktrade offer a telephone share dealing service whichis avaitable
by telephoning 0845 6010 995 (non-UK +44 131 240 0414) and
quoting reference "Low cost 335 Stacktrade’s comrmsston will be

0 5%, to deals up to the value of £10000 and 0 2% on the excess
thereafter, subject to mimmum of £17 50 Please note that UK share
purchases wilt be subject to @ 5% stamp duty There will also be a
PTM {Panel for Takeovers and Mergers)) levy of £1 for single trades in
excess of £10,000 When buying shares you wall be required to pay for
your transaction at the ime of the deal by debit card, and you should
ensure that you have sufficient cleared funds available in your debit
card account to pay for the sharesin full
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