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Better for you, better for the environment
As a responsible corporate citizen we always consider
the environmental impact of our operations. And as an
electrical components distribution company we are
always looking for new ways to use technology to our
benefit, and yours.

In order to to integrate new technologies to ensure
our investors get the most from this report and take
advantage of an environmentally friendly alternative to a
traditional annual report, we have developed an online
annual report with you in mind. Complete with videos,
downloads and a note taking function, our online annual
report is easy to navigate and user-friendly.

We hope that you will be a friend to the environment and
sign up to receive all future shareholder communications
electronically by contacting the Company’s registrars,
Computershare at:

Website: www.computershare.com
Phone: +44(0) 870 702 0000
Fax: +44(0) 870 703 6101
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• Over 3,500 franchised suppliers
• 500,000 products stocked
• Access to 4 million products

• Over 2 million customers
• Customers in over 256 industries
• Average order £100-220

What we do: Premier Farnell plc is a leading,
high service, multi-channel distribution
group supporting millions of engineers and
purchasing professionals globally through
its Group companies. Our products range
from electronic components to industrial
products from over 3,500 leading suppliers
across all divisions.
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Operating performance

Group sales

08: £744.7m
07: £723.3m

Group operating profit

08: £88.0m
07: £83.1m

Gross margin
08: 39.7%
07: 39.5%
stable

Operating margin
08: 11.8%
07: 11.5%

Profit before taxation
08: £71.2m
07: £62.3m
+18%(4)

Total earnings
per share
08: 10.0p
07: 14.4p
-28%(4)

Earnings per share
from continuing operations

08: 13.7p
07: 11.6p
+21%(4)

Dividend per share
08: 9.2p
07: 9.0p
+2%

Notes:
Throughout the Annual Report and Accounts:
(1) Unless otherwise stated, 2007 refers to the 52 week financial year ended
28 January 2007, 2008 refers to the 53 week financial year ended
3 February 2008, and 2009 refers to the 52 week financial year ending
1 February 2009.

(2) All figures quoted relate to continuing operations unless otherwise stated.
(3) Sales growth is based on sales per day for continuing businesses at
constant exchange rates and for like periods.

(4) Growth in operating profit, profit before tax and earnings per share are
all calculated at constant exchange rates, unless otherwise stated.

+5%(3)

+9%(4)
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Chairman’s Statement
I am confident that we are building the foundations to
deliver significant value.

02

Sir Peter Gershon
Chairman

2008 has been a year of
continued progress across
the business as our strategy

takes effect. We have demonstrated an ability to
grow faster than the market, increasing profits and
delivering value to shareholders.

We have delivered year on year sales growth of 5%
with an accompanying gross margin of 39.7%.
The gross margin stability reflects changes across
the business with all geographic regions experiencing
growth. Cash generation has also been strong and,
combined with the ongoing focus on operational
excellence, has led to an increase in operating profit
for the year of 9%, at constant exchange rates.

Following on from the previous year’s senior management
changes, we have made two more key additions to our
board during the period. Dennis Millard and Paul Withers
both joined as non-executive directors at the beginning
of September. I welcome them both to, what I believe,

is a strong and committed team. After nine years of
dedicated service to the Company’s Board, John Roques
and Cary Nolan will retire in June 2008. Both John and
Cary have provided wise counsel, valuable guidance and
continued support to their Board colleagues throughout
their tenure. I would like to thank them for their significant
contributions and on behalf of everyone at Premier Farnell
wish them well for the future.

The implementation of the strategy, announced by Chief
Executive Harriet Green at the end of 2006 is progressing
well and starting to have a very positive impact on the
business. In light of this the Board is proposing to increase
the final dividend by 4%. This is the first proposed dividend
increase in ten years. The strategy is delivering profitable
growth through an increased focus on Electronic Design
Engineers (EDEs) globally; driving sales via the web; and
internationalising our business model. Harriet discusses
how this is increasing shareholder value in her Q&A over
the next few pages. You will also see the impact of our
strategy throughout this report – from the growing levels of
eCommerce to the development of new geographic markets.

We are measuring our performance and communicating
our progress relative to these strategic objectives and
have identified eight important Key Performance Indicators.
These are highlighted on pages 8-9 and, once again, referred
to throughout this document. Similarly, our CSR report on
pages 43-53 includes a number of other indicators that show
progress on our environmental, community and marketplace
targets. We believe that together, these targets give a clear
indication of our improved performance in responsible
creation of value for our shareholders.

An innovative and accountable workplace is crucial to
our future. Our employees are the drivers behind the
business as we work to deliver what our customers need.
Whether adding further product lines or helping to expand
the business into Eastern Europe and Asia, it is our
employees that execute flawlessly on a day by day basis.
I take this opportunity to thank them once again for their
contribution to our success.

The coming year will be about building on the positive
momentum that we have developed since the new strategy
was implemented. With a strong Board and a highly
committed, customer focussed workforce, I am confident
that we are building the foundations to deliver significant
value to our shareholders.

Sir Peter Gershon
Chairman

Introduction



Questions & Answers
with Harriet Green, CEO

Harriet Green became CEO
of Premier Farnell in April
2006 and began a journey

to transform the business through a simple strategy
focused on delivering consistent, profitable growth.
Later that year she commenced a strategic review of
the business, involving employees from right across
the organisation. The result was a 3 year plan to
transform the organisation through focusing on the
needs of electronic design engineers globally, driving
business via the web, internationalising the Premier
Farnell business model into new and emerging
markets and continuing to support the needs of
the maintenance and repair segment.

Here she talks to us at the end of the first year of
the Group’s strategic plan and reviews progress.

You described your new strategy in
last year's annual report. How has

the strategy evolved over the past year and how is
Premier Farnell different from 12 months ago?

The past 12 months have been a very
exciting time for us as we have worked

to implement and embed our strategy globally. We have
made huge strides forward in the major areas of the strategy,
without ever losing sight of the absolute fundamentals of
what our customers expect from a high service distributor –
that’s great service, the right products, and superior logistics
that get the right goods to the right place at the right time,
again and again.

I believe our strong financial performance for the year is
a healthy indication that we have the right strategy for the
future. Our changes are clearly beginning to deliver greater
value judging by the high numbers of new customers and
suppliers we have attracted during the year. The rapidly
gaining momentum across the business is hugely
encouraging.

The journey
continues Q

A

Harriet Green
Chief Executive Officer

‘‘‘‘We have made huge strides forward
in the major areas of the strategy,
without ever losing sight of the
absolute fundamentals of what
our customers expect.
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Our sales have accelerated globally through the year as
we have continued to outperform the market and drive
profitability, despite currency and market fluctuations.
We have delivered our second full year of gross margin
stability, nine quarters in total, which is industry differentiating.
Indeed all of our financial metrics have improved year on year.

Our focus for the year has been on rigorous implementation
of the strategy and really listening to the voice of our
customers and suppliers. There are many differences clearly
evident from 12 months ago.

Our service offering to electronic design engineers is vastly
improved as we continue to expand our offering of world
class suppliers and technology specialists to meet their needs
and improve our data, support and information services too.
Since we began our strategic evolution we have added 62
new suppliers to our portfolio and over 138,000 lines of
product, along with some exciting new tools and services.

Also during the year we launched our new world class web
platform across Europe and Asia, following its successful
launch in the USA in December 2006, creating a truly global
database. We have continued to invest and enhance our
web offering and have many more local language websites
now than a year ago, with ever improving speed and search
capabilities.

We have expanded our business operations significantly
and have launched businesses in China, India, and Eastern
Europe over the last 12 months. In April 2007 we disposed
of BuckHickman to the BSS Group as we did not anticipate
the business would be capable of achieving the target we
expected. In the longer term the investments we were
making in our core strategy would have been unlikely to
benefit this business.

Investment in our people has also been a significant pillar of
our strategy. As an intermediary, service excellence is key to
our success and knowledgeable, engaged people are critical
to a positive customer experience. We have made enormous
progress in this area and significant investments to develop
our internal talent. At the same time we have attracted
industry experienced talent to our leadership teams in all
businesses in all regions. We now have strong succession
plans in place across the organisation, covering most of the
senior management positions, with further bench-strength
developing all the time. Together we are determined to build
a high performance culture where everyone is constantly
working to raise the bar of their own performance and
delight customers.

So much has happened and changed this year – everything
from the creation of a carbon reduction plan to new
technology initiatives which all feel very different, and better.

What do you see as the highlights of
the year for Premier Farnell? How will

you capitalise further on your strengths and address
the weaknesses?

Undoubtedly the major highlight for the year
has been our robust financial performance

which sees us end the year in a strong position of sales
growth, margin stability, increased profitability and costs
as a percentage of sales decreasing despite our ongoing
investment in the strategy.

We have the people and plans in place to deliver the strategy
and although the first year has seen us make significant
progress there is still much to do and we have a number
of plans to further differentiate ourselves. It is critical that we
continue to listen to the voice of our customers and continue
to innovate to meet their needs and requirements.

Each of the regions of our Marketing and Distribution Division
(MDD) business began the year from a different place and so
despite progress across the board, our transformation plans
must continue with the same vigour in the coming year.
We have plans in place to address the parts of the business
where growth has not been as fast as necessary and
have made some very powerful changes to our customer
proposition already that we believe will further differentiate us.

Our Industrial Products Division has had a very strong year,
delivering stellar results. The growth has come largely
from their strategic progress, most notably the continued
diversification into new industry segments and international
markets.

With aggressive customer acquisition plans in place we
feel optimistic about what we must deliver in year two of
the strategy.

Questions & Answers continued

Q

A
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Why are you targeting the global EDE
customer segment?

The electronic design engineering segment
globally is conservatively estimated to be

growing at between 6-8%, and this growth will only
accelerate with the increasing demands we, as consumers,
place on our designers for products that are smaller, look
better and are kinder to the environment. Aesthetics and
environmental considerations now play a critical part in
design. Our customer base is quite brilliant in some of the
work they are doing, pushing the boundaries of science and
technology forward – creating, solving world problems,
innovating and demanding more from their electronics
suppliers. Whether creating the latest medical equipment,
PC or environmental control products our designers need us
to be equally brilliant and responsive. It is critical that we listen
to their needs and exceed their expectations consistently.

‘‘‘‘Our customers are quite brilliant
in the work they are doing,
pushing the boundaries of science
and technology forward.

Q
A

The web is the primary research channel for this community
as they continue to transform and shape the world in which
we will live – so our web strategy must constantly evolve to
meet their needs.

Internationally the needs of the EDE market are very similar
and expansion is truly global. Every year hundreds of
thousands of engineers leave universities around the world,
more in China and India than anywhere else, hence our
critical focus in these new markets.

Our suppliers recognise our strength in seeding their new
technologies to the design community and are keen to
partner with us ever more closely on specialist programmes
and activities. Having the right suppliers and technology
offering remains key to our design engineering community
and we’ve added over 60 new suppliers, all keen to be a part
of our market differentiating customer proposition.

For design engineers immediate access to products that
enable them to meet their own ‘time to market’ challenges is
critical and with our ability to offer next day delivery to most
parts of the globe and our extensive range of stocked parts
we really do have an industry leading proposition globally.

With the web as a key part of your
strategy, aren't you worried about

copycats and the low barriers to entry?

It may be relatively simple to start a basic
website but it is what lies behind it that will

also make the difference to our customers. Our web channel
is evolving constantly, requiring significant investment in tools,
resources and technology to continue to meet our customer
needs as a part of our multi channel customer experience.
The levels of sophistication of search, speed and simplicity
we have achieved require investment, time and expertise.
Then beyond the web investment the quality of service to
the customer will be based on the established distribution
principles of the right products, stock, logistics excellence
and next day delivery. The availability of quality data is also
critical – every product needs full and accurate technical and
environmental parameters.

Momentum from the implementation of the new web front
end across the business continues to build, with web sales
up 33% in the year. Some countries are already performing
well above our target to transact 50% of our business via the
web, and a goal of transacting 50-70% of our business via
the web now seems more realistic. The levels of activity
we’re seeing in mainland Europe for example, now equate
to us receiving an order via the web every ten seconds!

Q

A
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Engineers want to be able to place orders at any time that
suits them and our web sites make this very possible. We
have also seen a significant increase in organic search,
progressive and increasing average order values; and a
significant increase in both new customer and repeat visits
over the year. The completed integration of sophisticated
new customer and web analytics software, supporting the
continued enhancements and improvements we are making
to our customer experience, underpins much of our recent
growth, as we continue to build on the investments made.

Our multi-channel approach will be enhanced by the
imminent launch of new catalogues across Europe and Asia
offering extended product ranges, carefully selected to meet
customer demand. As a group we distribute over a million
catalogues in over 50 language, country and price variations,
not to mention our extensive direct mail programmes – both
electronic and postal. Customers value our multi-channel
offering and with our call centres, branch network and trade
counters offering extended hours and our sales force
continuing to grow we are doing everything we can
to ensure our customers can reach us via whichever
channel they choose.

Now that you've established businesses
in China and Eastern Europe and
entered the Indian market, are there

other parts of the world you are focusing on? How will
you proceed with expansion?

Our internationalisation plans are certainly
well on track, starting with the launch of

Premier Electronics in China last year, a business that is
starting to show strong growth as it continues to transition
from its former Maintenance, Repair and Operations (MRO),
lower margin, customer base to focus closely on the faster
growing, profitable EDE segment.

We are now active in four East European countries as we
invest in local language websites, catalogues and resources
in Poland, Hungary, Czech Republic and Slovakia. Further
growth in this vibrant market is planned.

We are now starting to build on the power and reputation
of our brand in the fast growing Indian market from the eight
office locations now in place. Driving value from all of our
new markets will be a feature of the year ahead. In 2007 we
organised a unique environmental design challenge called
Live Edge and had participation from design engineers
in 102 countries so there is certainly scope for further
internationalisation plans.

We intend to establish an early leadership position in our
focus markets of China, India and Eastern Europe.

The Board remains open to acquisition opportunities if they
are the right ones and complement our existing offering.

Q

A

‘‘‘‘Having the right suppliers and technology
offering remains key to our design
engineering community and we’ve added
over 60 new suppliers, all keen to be
a part of our market differentiating
customer proposition.

Questions & Answers continued
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You talk a lot about technologies that
help the environment. What is Premier

Farnell doing to positively impact the environment?

We established a strong leadership position
through RoHS, supporting our customers

globally with RoHS compliant products, information and
support to enable them to comply with the requirements
and legislation in their own countries. We have continued
to support our customers through the growing range of
environmental legislation, including REACH and WEEE, with
product, information and advice. We believe that responsible
design is critical for the future of our world and will play our
part in encouraging it. Indeed, our Live Edge challenge
encouraging environmentally friendly design and product was
such a huge success, attracting, over 3,500 entrants, that we
will be running it again this year, as part of our commitment.

We are serious about Corporate Social Responsibility
as I hope our CSR report demonstrates and view our
commitments to the environment and society as an
important aspect of our business.

We have also developed our own three-year plan to reduce
our carbon emissions globally to the lowest practical level
for our business. We have many other initiatives taking
place across the world, including a focus on sustainable
procurement and ethical trading practices. I am very proud
of the way our employees embrace multiple opportunities to
help us fulfil our responsibilities to become an even better
corporate citizen.

Are you looking to get out of your
traditional MRO space?

Absolutely not! We have been committed
from the outset of our strategic review to

continue our extensive offering and support to this important
customer base. The maintenance and repair segment is
growing more slowly than the EDE space, but continues to
be profitable and therefore remains a key part of our business.
We have added new franchises and products to support this
segment throughout the year and will continue to do so.
Indeed, many products like test equipment are used by
engineers from both our principal segments.

How do you view the coming year?

As another exciting challenge as we drive the
flawless execution of a good strategy!

We have much to do but I believe that we have the strategy,
the people and the focus needed to really drive the business
forward with even greater momentum than we have achieved
this year. As I have said before, our strategy is not a one-off
event but a journey, constantly moving us closer to where we
want and need to be for our employees, our customers, our
suppliers and shareholders.

Q
A

Q
A‘‘‘‘

Q

A

Customers value our multi-channel
offering and with our call centres, branch
network and trade counters offering
extended hours and our sales force
continuing to grow we are doing
everything we can to ensure our
customers can reach us via
whichever channel they choose.
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Key Performance Indicators
Enhancing shareholder value

Our strategy to deliver sustainable and profitable growth through
increased focus on electronic design engineers (EDEs) globally,
driving sales via the web and internationalising our business model
will enhance shareholder value. In order to measure our performance,
monitor our development, and communicate our progress, we have
identified eight key performance indicators (KPIs).

Sales per day growth %

4.6%

2008

We target accelerated sales growth through focus
on the faster growing EDE sector and faster
growing economies.

Gross margin %

39.7%

2008

We will achieve gross margin stability through
a balanced customer and geographic profile
in order to manage risk.

Working capital as a % of sales

25.7%

2008

The strategy review identified operational and
working capital efficiencies that would be used
to fund the investment programmes.

Free cash flow to revenue %

5.6%

2008

Increasing our free cash flow is imperative as we
grow our shareholders’ value.

Stable

target

<25.1%

target

target

6.0%

target
20102010

6-8%

2010 2010

08

Note: 2008 refers to the 53 week financial year ended 3 February 2008.



‘‘‘‘The key performance indicators fall into
two groups – strategic and financial. As the
strategy becomes more embedded within
the business, the two sets of measures
really become one.

Return on sales %

11.8%

2008

Operational efficiencies and the success of our 
eCommerce strategy will result in an improving
return on sales.

Return on net operating assets %

30.2%

2008

>10%

target

>30%

target
20102010

20%

target

50-70%

target
20102010

The effective and efficient investment of our 
shareholders’ funds is a critical overall measure
of the success of our strategy.

Sales from emerging markets %

15.9%

2008

Targeting sales growth in the emerging markets  
is a key part of our strategy, essential to the 
sustainability of our profitable growth.

Sales via eCommerce channels %

27.6%

2008

Increasing sales on the web is a cost effective 
and sensible approach to growing our business, 
offering us and our customers increased flexibility.

09
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As we continue to strengthen our offering and
execute flawlessly on our strategy to ensure that our
customers have access to the right mix of products
at the right time, we are targeting sustainable and
profitable growth by focusing on the following
three areas:

1 Targeting growth in the electronic design
engineering (EDE) customer segment;

2 Increasing business via the web; and

3 Internationalising our business model.

While our strategy is largely focused on the
EDE customer segment, our highly profitable
maintenance, repair and operations (MRO) segment
and our Industrial Products Division continue to meet
customers’ needs globally.

The high service electronic distribution marketplace in
which we participate is worth an estimated £15 billion
and, although highly fragmented, there are few other
companies that offer customers the breadth and
depth of products that ours can access. With next
day delivery to many cities around the world, well
developed websites, and local distribution facilities,
our companies are providing a service that really sets
us apart from our competition.

Customers are the heart of our business and through
ongoing and open dialogue with them, we are able
to constantly evaluate their needs and adjust our
inventories and operations to ensure that we have
what they want, when they want it. In a world that
is faster than ever before, this is essential to our
success – and theirs.

Our multi-channel, high service business model, superior logistics
and access to a global network of companies, offer customers
a truly unique value proposition.

‘‘‘‘There are few other companies
that offer customers the breadth
and depth of products that
ours can access.

Laurence Bain
Chief Operating Officer

10
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www.farnell.com

www.newark.com

http://sg.farnell.com

http://cn.farnell.com

www.mcmelectronics.com

www.cpc.co.uk

Group Overview
Premier Farnell is organised into two divisions

Marketing & Distribution Division
Sales: £670.9m +4.5%(1)

Operating profit: £84.4m +8.2%(2)

Our Marketing and Distribution Division operates predominantly in the high
service, time critical sector of the electronic components market, focused
particularly on the needs of design engineers and purchasing professionals
globally. The Group's multi-channel approach offers quality data and
information on products and services with a supplier line card and stock
profile developed to anticipate and meet customers’ needs. Our depth
of stock ensures the important needs of the maintenance and repair
customer sector continue to be met.

Countries of operation

Austria, Australia, Belgium, Brazil, Canada, China, Denmark, Finland, France, Germany,
Holland, Hong Kong, India, Ireland, Italy, Malaysia, Mexico, Norway, Singapore, Spain,
Sweden, Switzerland, United Kingdom, United States.

Industrial Products Division
Sales: £73.8m +5.7%(1)

Operating profit: £14.8m +15.6%(2)

Our Industrial Products Division comprises businesses supplying
high-performance products to specialist industrial markets.
Though predominantly in North America, these businesses have
expanded their sales efforts into international markets, and find
new customer sectors for expansion in domestic markets.

Countries of operation

United States

www.akronbrass.com

www.tpcwire.com

www.cadillacelectric.com

(1) Sales growth based on sales per day for continuing businesses at constant exchange rates and for like periods.
(2) At constant exchange rates.
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Strategic goals for 2008

• Expand our supplier portfolio
to ensure the right mix of
niche, specialist and broad
line franchises.

• Add more than 70,000
products to our current
stocked range and a further
500,000 to our ‘on demand’
line in the next three years.

• Ensure accurate and
detailed product information
is available through all
sales channels.

• Expand our line of
environmentally friendly
products and maintain
our leadership position
through RoHS.

Achievements in 2008

• Added more than 60
suppliers to our portfolio
and enhanced many of
our supplier relationships
since the inception of
our strategy.

• Added an additional 88,000
products to our stocked
range and 50,000 to our
‘on demand’ line.

• Invested in engineering
support for our customers.

• Continued to lead in the
distribution of RoHS
compliant products
throughout Europe and
carried that expertise
into China.

Priorities for 2009

• Through our recently created
Innovation Lab, work with
customers to ensure we
have the products and
solutions they need,
when they need them.

• Continue to add additional
stocked product to enhance
our EDE proposition and add
500,000 to our ‘on demand’
line during our three year
target period.

• Continue deep investment
in primary, secondary and
tertiary engineering support
for our customers.

• Continue to develop an
environmentally friendly
product offering, and engage
with customers and our
suppliers finding new ways
to reduce our environmental
footprint.

Electronic Design Engineers The pervasion of electronics in the
world in which we live is high. Electronics have significantly changed
the way in which we live, and will continue to do so at a faster pace
than any other time in history.

Strategic focus

Profitable
growth through:
focusing on
EDEs globally
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Live Edge

The first annual Live Edge
competition was held to search
for an innovative electronic
design that had a positive impact
on the environment. The winner
received US$50,000 cash
and a support package worth
US$50,000 to bring his design
into production.

Packaging

Through developing our
innovative, fully recyclable, peel
packaging, Premier Farnell
ensures the integrity of small,
highly sensitive electronic
components. Traditional
packaging can result in damaged
products and waste, but the
peel package has created a
new standard of delivery.

Customer commitment

Next day delivery is critical to our
customers. Through partnerships
with logistics organisations
around the world, we are
committed to getting our
customers what they need, when
they need it. During the year
Premier Farnell extended its
strategic partnership with UPS
to guarantee next day delivery
throughout Europe.

Electronic design engineers are under increasing pressure to
design and develop new innovations faster than ever before.
The aesthetic and environmental impact of electronics is
becoming increasingly important to consumers and placing
new demands on engineers and the companies they work
for. Through our unique proposition, Premier Farnell is well
placed to serve this high speed market. As a market leader
in RoHS compliant products, access to our global network
of distribution centres, and our superior logistics, we are able
to deliver more than 99% of orders same day or next day to
customers around the world.

What’s more, our research has shown that the needs of
design engineers globally are almost exactly the same.
It doesn’t matter if they are in Shanghai or New York,
engineers need the latest products as soon as they hit the
market and the world over, they want access to the same
products. This knowledge has allowed us to more accurately

anticipate the needs of our customers in various markets
and ensure that we can supply them with products before
our competitors.

EDE customers are technologically savvy and expect that
from the suppliers they rely upon. Our web offering has
attracted new customers to our business and we continue
to harness the power of the web and evolve our websites
to give these customers a more enjoyable and efficient web
experience. As we continue to move from Web 1.0 to 2.0
our websites will provide our customers with increased
access to information, products and one another.

The growth of the EDE sector is expected to be 6-8%
globally. Through the right pricing, products and people, we
are able to grow this customer segment, around the world.

Committed to the environment Innovation in packaging Next day service

Focusing on EDEs globally
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Strategic goals for 2008

• Roll-out a new web front
end, globally.

• Enhance our
internationalisation strategy
by introducing local language
websites in markets around
the world.

• Support electronic design
engineers by developing a
one-stop shop, complete
with relevant and necessary
information.

• Interface with suppliers and
customers to develop new
online tools.

Achievements in 2008

• Achieved 33% growth in web
sales during the year, and are
now receiving an average of
one web order every ten
seconds in Europe.

• Introduced five new local
language websites, including
Mandarin, Polish and
Hungarian.

• Launched a website for
EDEs that features news and
information relevant to their
everyday jobs, including
legislation, new products and
industry news.

• Created an Innovation Lab to
ensure that Premier Farnell finds
unique solutions targeted to our
customers needs.

Priorities for 2009

• Through our newly created
Innovation Lab we will work
with eCommerce users to
gain a first hand insight into
their experiences and needs,
integrating solutions from
their feedback.

• Support our Knowledge
Centres in India and
investigate options for
Knowledge Centres in other
emerging markets.

• Enhance the tools available
to EDEs on our websites,
ensuring they have the most
relevant information in a
timely manner and access
to an online community of
colleagues.

• Continue to improve search
engine marketing in the US
market in order to propel the
level of growth in web sales.

Speed, search and living in a web world Web users are becoming
increasingly sophisticated and expect more from the websites they
use. We continue to enhance our websites in order to provide design
engineers with speed, an improved search function for our products
and services, and ensure that the information is relevant and reliable.

Strategic focus

Profitable
growth through:
web development & the
multi-channel approach
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Speed, service
and searchability

A powerful web experience is
essential to meet our customers’
needs. Premier Farnell has
invested time and money
to improve the speed,
service and searchability of
our websites, making this our
most comprehensive channel.

Connecting the world

Electronics Design World
further differentiates Premier
Farnell in the Electronic Design
Engineering market. Now a
global website, EDWorld is
connecting our customers
and suppliers to one another
through a huge range of
features and content.

Innovation Lab

Through our newly developed
Innovation Lab, Premier Farnell
is gaining more insight into
customer behaviours than
ever before. With an initial
focus on the eCommerce user
experience, the Innovation Lab
will ensure unique solutions and
enhancements are integrated
in our business, seamlessly.

Customers can now access our websites in as many as
six local languages, making this the most comprehensive
channel available to our customers, globally. From Mandarin
to Czech, we are able to meet the needs of our customers
in their local language.

The world in which we live is changing at a rapid pace.
The web is becoming more important and is a preferred
channel for many of our customers, especially the EDE
sector. These engineers turn to the web before any other
channel and appreciate the speed and searchability that
our team has been so committed to improving.

The flexibility of the web as a primary channel has many
benefits to the customer and us, as a company. From our
perspective, the web has a lower cost to serve, and through
applications like TeaLeaf and the creation of Innovation Lab,
we are able to gain insight into customers’ web experiences.

TeaLeaf allows us to monitor each customer’s web visit. It is
a tool used to gain insight into what customers are viewing,
which search terms they use and at which point they leave
the website. This capability allows us to add new products
quickly and, based on reliable customer data, it gives us the
knowledge to modify search terms in order to reflect what
the customers are actually searching, and it allows us to
gain more information about why a customer may not have
completed their purchase.

Our newly created Innovation Lab will work alongside tools
like TeaLeaf. The Innovation Lab will work directly with
customers and suppliers, gaining increased understanding
about what it is they would like our eCommerce channel to
offer. Based on an open dialogue with EDE customers and
their key suppliers, the Innovation Lab will engage with the
web team to integrate unique solutions without disruption
to regular business.

Insight is power and we are harnessing the insight we gain
through the web to make each visit more powerful than
the last.

When we first communicated our business agenda in 2006
we said we were targeting 50% of business via eCommerce
channels, however upon seeing the rapid growth already in
this area we have modified our target to 50-70% of business
via eCommerce channels. The world is changing even faster
than we expected and many of our European and East Asian
operations have met the 50% threshold or are very close.
In light of the progress already made against this target,
we will not accept a target that is easily achievable; we will
continue to push, continue to develop and continue to grow
our web offering in line with customer need.

As the dawn of Web 3.0 approaches we will continue to
develop our already leading edge websites.

Speed, simplicity, search Engaging EDEs Innovative solutions

Web & multi-channel
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Strategic goals for 2008

• Reorganise our Chinese
business to focus on the
rapidly growing EDE
customer segment.

• Expand into India.

• Further penetrate emerging
markets of Eastern Europe.

• Develop the EDE offering in
the Americas to focus on this
fast growing sector.

Achievements in 2008

• In April 2007, Premier Farnell
launched Premier Electronics
to meet the needs of
electronic design engineers
in China.

• Farnell India began operations
on 31 January 2008,
following an acquisition.

• Further penetration of
Eastern Europe occurred
with the launch of four local
language websites.

• A new web front end, the
addition of 138,000 products
and a strengthening of
our management team
by experienced industry
executives has improved
our acquisition of electronic
design engineers in
the Americas.

Priorities for 2009

• Continue to strengthen our
alignment with the needs of
EDE customers in China,
through new product and
constantly improving their
web experience.

• Support our operations in
India and ensure that they
have the requirements
to provide high service
solutions to the local
engineering community.

• Evaluate growth
opportunities in global
markets with high growth
potential, with a particular
focus on Eastern Europe.

• Support our American
based Industrial Products
Division as it continues to
expand internationally.

Globalisation through localisation Premier Farnell has operations in
more than 20 countries around the world. Our success internationally
is derived from our local approach to business, while accessing the
expertise and products from our global network of companies.

Strategic focus

Profitable
growth through:
internationalising
our business model
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China

China has more electronic
design engineering graduates
than any other country. Supplying
over 140,000 products through
our multi-channel proposition,
including five branches and a
mandarin website, Premier
Electronics is well placed to meet
the needs of these customers.

India

Premier Farnell acquired part
of Hynetic Electronics in January
2008. Now operating as Farnell
India, customers have access
to all our traditional channels, as
well as Knowledge Centres in
each of its eight branches, where
they can go and place orders
via web terminals.

Eastern Europe

Premier Farnell increased its
footprint in Eastern Europe during
the year by entering Poland,
Hungary, the Czech Republic
and Slovakia. Direct entry into
these markets means that
customers are supported by
a two tiered approach – the
local language website and
sub-distribution agreements
with partners.

Through our local language catalogues and websites,
knowledgeable employees in each of our markets, our
multi-channel offering, and unique approach to business
we ensure that the local market can access our global
network of companies, seamlessly and without delay.

Emerging markets in Asia and Eastern Europe have provided
us with a significant platform for profitable and sustained
growth. These markets are experiencing an explosion in
indigenous engineering design companies and there is
increasing need for reliable products from a trustworthy
service provider, in a timely manner. Our access to a vast
array of products and our superior logistics, which includes
next day delivery to cities all over the world has set us apart
from our competition.

Unlike the manufacturing activity that has moved offshore,
many of our large customers have kept their design and
innovations teams within the mature markets of the UK,
mainland Europe and North America. Although economic
growth in these markets tends to be lower than in the
emerging markets, there remains strong demand for
electronic design engineers, providing a natural platform
for our growth.

Design engineers are called upon to design better, stronger
and smarter, and think carefully about the aesthetics and
environmental impact of their products. As the market leader
in RoHS compliant products, we are well positioned to
grow our business through a targeted approach to the EDE
customer segment.

Throughout the year Premier Farnell gained traction in many
of its markets.

In China, we launched Premier Electronics and opened a
new warehouse and distribution centre in order to focus
on the needs of China’s local design engineers. Premier

Electronics also secured a delivery contract to guarantee next
day delivery to over 95 Chinese cities, launched a mandarin
website and partnered with various suppliers in order to seed
the market with new technologies for the EDE customer
segment. With more than 20,000 stock keeping units (SKUs)
stocked in Shanghai and another 140,000 products available
from global distribution centres, Premier Electronics is setting a
new service standard appreciated by our Chinese customers.

In India the Company acquired part of the trade and net
assets of high-service distribution company Hynetic
Electronics Private Limited (Hynetic). Our business began
trading as Farnell India on 31 January 2008. Farnell India has
eight branches from which to serve the local community and
through Hynetic’s position as an authorised Farnell distributor,
it had already earned our brand a well known reputation with
the local community. Premier Farnell is excited to have this
foothold in the region as its design capabilities continue to
develop and grow.

In North America and Europe we have seen the businesses
attract significant numbers of new EDE customers and they
continue to drive business through the web. In this region
many of our businesses have already achieved our initial
target of 50% business via their websites.

Although much of our internationalisation is focused
around the EDE customer segment, our Industrial Products
Division continues to strengthen its reputation outside its
home market in the US and our MRO business has seen
increased demand in emerging markets due to the increase
in infrastructure to support industrialisation.

Our global network of companies and distribution centres,
combined with our local approach to conducting business,
and local and knowledgeable employees, really does give
Premier Farnell and its customers a unique value proposition
from which to succeed.

Premier Electronics China launched 02/04/07 Hynetic: Developing the Indian market Under-penetrated markets in Europe

Internationalising our business model
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This Business Review is prepared in accordance with the requirements of the
Companies Act 2006 and is framed around the principles and guidelines for
Operating and Financial Reviews published in the UK by the Accounting Standards
Board. Its purpose is to provide information which is significant to understanding the
development, performance and position of the Group, the principal risks and
uncertainties facing the Group and to include the key performance indicators
(KPIs) used by the Group to monitor this development, performance and position.
Additionally, the Business Review is intended to highlight trends, where identifiable,
in factors which affect the development, performance and position of the Group.

Note:
Throughout the Business Review:
– all figures relate to continuing operations unless otherwise stated
– sales growth is based on sales per day for continuing businesses at constant

exchange rates and for like periods
– growth in operating profit, profit before tax and earnings per share are all calculated

at constant exchange rates unless otherwise stated
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Business Review

Development,
performance and
position of the Group

Customers are looking for a breadth and depth of product, superior
logistics and high quality, reliable product data and information.
They also want access to a wide selection of leading suppliers
and technologies from a company that can guarantee its product
integrity; provide the most accurate, updated product information
available and offer same or next day delivery. Premier Farnell is
one of the distributors able to meet these exacting requirements.



The Premier Farnell
Group consists of two
divisions: the Marketing

and Distribution Division (MDD) and the Industrial
Products Division (IPD).

The MDD is comprised of four businesses (see
page 11) involved in the distribution of a wide range
of electronic components and equipment and
maintenance, repair and operations (MRO) products
into commercial, industrial and public sector markets
throughout Europe, North America and Asia Pacific.
Together they represented 90.1% of sales and 85.1%
of operating profit in the year, based on continuing
operations and before head office costs.

Within these markets, the MDD businesses serve the
varying needs of Electronic Design Engineers (EDEs),
small scale production units, procurement specialists and
maintenance and repair engineers. In aggregate, the MDD
businesses have over two million customer contacts that
are attracted by a common need for a broad product
range, rapid and reliable delivery and specialist value-adding
services. They place many small orders, with average order
values of approximately £220 in North America and £100
in Europe and Asia Pacific.

The division stocks in excess of 400,000 different products
sourced from a large number of suppliers and provides
customers with access to a further four million products.

The Group’s growth strategy is largely directed to
this division. Through a dedicated plan to increase the
proportion of sales made to EDEs, via the web, and through
internationalisation, the Company is targeting sales growth
of between 6% and 8% per year.

The Industrial Products Division (IPD) comprises businesses
supplying high-performance products to specialist industrial
markets, predominantly in North America (see page 11).
The division accounted for 9.9% of sales and 14.9% of
operating profit in the year, based on continuing operations
and before head office costs.

The following sections cover only the MDD businesses
on the basis that this division represented 90.1% of sales.
The IPD businesses are covered in the relevant section of
the Review of Operations.

Introduction‘‘‘‘The web is a preferred channel for
many EDE customers and offers a lower
cost to serve channel as opposed to
more traditional sales channels. This part
of our strategy is a key element of our
multi-channel end to end customer
experience plan, which includes both
our EDE and our MRO customer base.

Mark Whiteling
Chief Financial Officer
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Business Review

Markets
The overall electronics distribution market in which the Group
operates comprises the “high volume” distributors, who
handle the supply of large quantities of components for the
scheduled manufacturing process of electronic equipment
manufacturers around the world, and the low volume, high
service distributors who handle the requirements of EDEs
engaged in the design of new products for consumers and
businesses. Premier Farnell falls into the second category –
low volume, high service distribution. The Group also
supports MRO engineers who are maintaining and repairing
the installed product base of electronic equipment. The chart
on the following page shows the nature of customer demand
for products over time. The overall global electronics
distribution market is approaching £200 billion, of which
the high service element is estimated at approximately
£15 billion, less than one-tenth of the total market.

Whilst the market remains quite fragmented the barriers to
entry are being raised all the time and increasingly there are
fewer distributors who can compete in the high service
distribution space. Customers are looking for a breadth and
depth of product, superior logistics and high quality, reliable
product data and information. They also want access to a
wide selection of leading suppliers and technologies from a
company that can guarantee its product integrity; provide
the most accurate, updated product information available
and offer same or next day delivery. Premier Farnell is one of
the distributors able to meet these exacting requirements.

Farnell has a strong position in the UK and Australian markets
and Newark is one of the leaders in North America. Outside
these markets, though the businesses are recognised and
respected, there remains significant opportunity for growth.
Premier Farnell’s competitive advantage rests in its global
reach to customers and suppliers offered by the combination
of these two businesses.

The other businesses within MDD, namely CPC and MCM,
operate primarily on a national basis in their home markets
(UK and Ireland, and North America, respectively) and are
focused on a particular subset of the overall electronics
distribution market.

Economic cycles
MDD supplies a variety of industries in a variety of
geographic markets. Not only does no customer account
for more than 2% of sales, no supplier accounts for more
than 5% of product. This diversification of geography,
customer segments and suppliers limits the Company’s
exposure to regionalised economic cycles. We support a
huge range of customers in over 156 different industry
types. Additionally, personal credit is rarely extended to
MDD customers as orders are relatively low average value
and customers pay at the time of order. The average order

value in Europe and Asia Pacific is £100 and in North
America is £220.

Both Newark and Farnell offer customers a very broad
range of products for use in electronic equipment. Since
the 1950s, the pervasion of electronics into everyday life
has increased steadily and the aesthetics of these products
has become increasingly important, as has the long term
impact of their creation and disposal on our health and
planet. Whereas electronic design activity was previously
focused on introducing new product types, this has now
been supplemented by improvements to the look and
feel of existing products, how they affect the user, and
the environmental implications. This has an impact on the
growth rate that we expect from the EDE customer base
(discussed on page 24). The level of maintenance and repair
activity varies by geography and reflects the indigenous
manufacturing environment and the general level of
economic activity.

CPC and MCM supply electrical and electronic ranges,
such as audio-visual and security products, to very broad
customer bases, from specialist retailers and small
businesses to large organisations. The level of general
economic activity therefore also influences MDD’s sales.

Migration of manufacturing
The market opportunity available to us in our main
geographic markets continues to grow as design
engineering stays predominantly indigenous compared with
the migration of higher volume manufacturing to lower cost
economies in recent years. While lower wage rates have
attracted high volume manufacturing to Eastern Europe and
Asia, the migration of design, research and development
(R&D) and small scale manufacturing has not occurred in
the same way. As the EDE market continues to grow the
opportunities for us grow with it.

In addition, there is a large installed base of electronic
equipment that needs maintaining in our traditional
geographic market. Our profitable MRO business continues
to meet customers’ needs. As volume manufacturing has
migrated to emerging markets, these countries have grown
their industrial infrastructure and their installed base of
electronic systems and Premier Farnell is meeting the
requests of a number of larger customers and suppliers
to support their expansion in these regions.

Outsourcing
With mounting pressures on industry in the US and Western
Europe to become more efficient, purchasing professionals
are turning to their distributors for more assistance and
product information than ever before. Many manufacturing
companies are streamlining or outsourcing the procurement
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Hitesh Patel,
Channel Business Development Manager
Analog Devices Inc (ADI)

ADI defines innovation and excellence in signal
processing. Their analog, mixed-signal, and
digital signal processing integrated circuits play
a fundamental role in converting, conditioning,
and processing real world phenomena such
as light, sound, temperature, motion, and
pressure into electrical signals to be used
in a wide array of electronic equipment.
ADI is an important supplier to electronic
design engineers through Farnell in Europe
and Newark in the Americas. Hitesh explains
why Premier Farnell’s multi-channel offering is
important to them as a supplier.

The Premier Farnell Group continues to be a great partner for
Analog Devices Inc in North America and Europe by offering
design engineers easy access to our very latest technology
products for their new designs. The speed of delivery of ADI
parts in their catalogues and through their websites is particularly
valued by engineers. The speed to market of new products

through the websites ensures that our products get to engineers
as soon as they become available, which is important for us
to continue growing our customer base. We look forward to
our continued collaboration with the Premier Farnell Group
of companies.
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of their MRO product requirements in order to reduce the
total cost of purchasing. These customers are reducing
inventory and ordering closer to their point of need – so
requiring reliable supply, late ordering capability and next day
service. Premier Farnell’s MDD businesses are well positioned
to create operating efficiencies for such customers by
reducing the number of suppliers that they deal with and
by offering a range of other services, such as electronic
procurement and guaranteed integrity of the supply chain.
These services enable customers to reduce administrative
expenses associated with placing hundreds, or even
thousands, of small orders each year, and turn to a trusted
source for quality products and accurate information.

Environmental legislation
There is an ever growing list of European environmental
legislation that impacts the Group’s electronic component
distribution businesses. The Restriction of Hazardous
Substances (RoHS) legislation restricts the use of certain
hazardous substances in electrical and electronic equipment.
These substances are restricted to complement the ease of
recycling, re-use and recovery at the end of a product’s life
under the Waste Electrical and Electronic Equipment (WEEE)
Directive. Beyond Europe, countries such as China, Korea
and Australia are all looking to implement their own versions
of RoHS, with others to follow.

The Energy using Products (EuP) Directive looks at the
energy consumption of a product from mining the raw
material right through to its recycling at end-of-life. Finally,
the REACH regulations impose tighter controls over the
use of 30,000 chemicals in Europe.

All these pieces of legislation impact, and are clearly
communicated to, the Electronics Design Engineer.

Customer proposition
The proposition for the EDE customer is based on the
breadth of product offering from the appropriate component
suppliers, availability of product for shipment, quality and
quantity of technical information to support their work and
the integrity of the supply chain. EDE customers typically
seek a broad range of products from a single source. They
want products to be in stock and for small, mixed orders
to be delivered quickly and reliably. This customer base
is generally very web-savvy and conducts an increasing
proportion of work on the web, including search, selection
and procurement.

Accordingly, an excellent web experience is also important
for this customer group. They also benefit from:
> Ease of identification, selection and ordering from a choice

of channels (including call centres, eCommerce, field sales
teams and printed catalogues)

>Web forums where engineers can exchange technical
information

> Speed, simplicity of use and search capability

> Reduced stockholding costs

> Other value-adding services such as technical support

> Reduced transaction costs through efficient processes
such as eProcurement and through supplier reduction

The proposition to support our MRO customer base is also
service led, with the availability of product and multi-channel
capability valued by the customer. They also value the level
of technical support available, particularly through the call
centres. (See customer relationships, page 41).

Suppliers
The MDD constitutes a powerful marketing and support
capability for our franchised supply partners to reach end
users. Our multi-channel offering is an effective means of
ensuring that our large, dispersed and international customer
base, can reach us however and whenever they want to. Our
speed of response, web based ordering, extensive stock
holding and superior next day delivery offering helps our
customers meet their own ‘time to market’ challenges. We
also offer the ability to market actively to their target customer
base through the customer relationship tools that we use
and to understand better the requirements of EDE and MRO
customers. The seeding of new products and technologies
to the design engineering community is particularly valuable
to suppliers as any of their components that are specified in
the early phase of a design will be required in large volumes
when that design goes into production.

Suppliers benefit from:
>Multi-channel offering which offers improved time to market

> Fast and reliable global distribution, supported by the
integrity of our supply chain and the technical help for
customers

> Improved support of new markets through local language
websites

> Effective marketing to specific customer groups within
the Division’s 2,000,000 customer contacts and other
website visitors

>Market intelligence and feedback

We are committed to ensuring that our product offering is
focused on our customer base and it is our intention to
continue to add further products into our stocked inventory
to enhance our product offering for the EDE customer.
We believe that this will also benefit our MRO customer
base as well as making us more attractive as a partner to
other suppliers. (See supplier relationships, page 42).

Business Review continued



Greg Faughnan,
Director of Distribution Europe
Molex
With a single focus on the interconnect
industry, Molex has more than 100,000
reliable products. From electronic, electrical
and fibre optic interconnect solutions to
switches and application tooling, Molex is
an important supplier to the global Premier
Farnell Group. Their innovative technology
meets the needs of our global EDE and
MRO customers, alike. Greg Faughnan
explains how Premier Farnell’s customer
reach and websites are helping them to
reach customers around the world.

Molex products need to reach millions of customers the world
over, at the right time. Premier Farnell provides an excellent service
to achieve that through their global reach of customers, their
comprehensive inventory offering and their very powerful websites

which provide customers with everything they need. Premier
Farnell is the most global distributor in our channel today and we
are fully engaged with their value proposition around the world.

Malcolm Campbell,
Senior Channel Sales Manager – Worldwide
Microchip Technology Inc.

Microchip Technology is a leading provider
of microcontroller and analog semiconductors
providing low risk product development,
lower total system cost and faster time to
market for thousands of diverse customer
applications worldwide. Malcolm Campbell
describes how Premier Farnell is aiding their
time to market of new products and
expanding their global customer base.

The Premier Farnell group is an essential cornerstone of our Global
Distribution Strategy. The customer reach that they provide, their
ability to provide a wide range of Microchip product on-demand
to the global design engineering community and the way that they
quickly and effectively introduce our new products to the market is

vital to the expansion of our customer base and helps to fuel our
future growth. Microchip continues to look for new ways to utilise
Premier Farnell’s vast resources to even greater effect, as an
ongoing part of our Global Sales Strategy.
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Strategy
In October 2006, the Group completed a strategic review
of its activities and announced the results of that review.
The strategy set out at that time was one of profitable growth
through focus on our EDE customer base, the ongoing
utilisation and development of our web proposition and the
internationalisation of our business model as we expand into
new higher growth international territories. In addition, in the
strategy announcement we identified that we intended to
sell our BuckHickman business and this was completed
successfully in April 2007. Detailed below is a summary of
the strategy and a review of the progress that we have
made in the last financial year.

Focus on EDE
The global EDE market consists of customers involved in the
design of electronic products and components and is part of
the catalogue addressable market estimated at £15 billion
worldwide. EDE customers have similar service requirements
wherever they are located – these include: a broad product
offering, technical support, and reliable and prompt delivery.
Our data indicates that over the period of the strategy
we expect that demand for our products purchased by
design engineers will grow in the range of 6-8%. This is
approximately twice the growth we anticipate in the MRO
part of our business. During the current financial year, and
as we have implemented the key proposition elements of
our EDE strategy, we have seen an increase in revenue
growth. This is particularly true of the increase in growth
rates for our North American and Asian markets where
our levels of EDE business are lower than the European
business. In particular, sales into our small customer
segment in North America (which are predominantly EDEs)
were up 28% in the year. In APAC, we saw sales growth
accelerate over the year as our Chinese business
completed the migration away from its former MRO
base and engaged with the growing EDE customer base
in that market.

A key part of the proposition is the product range that we
offer to EDEs. We announced last year that we intended
to add approximately 70,000 products to our current
stocked range (of approximately 300,000 products) with a
further 500,000 lines to be available on demand. We have
made good progress this year and have added 88,000
new products (before deletions) into stock and have
made a further 50,000 available on an as needed basis.
Concurrently, with this activity, we have continued our work
managing out the RoHS non-compliant inventory in Europe
and improving our product life cycle management to better
align inventory availability with the demand for product.

We have set as a goal for this part of our strategy that 50%
of MDD revenue will come from EDE customers by the end
of financial year 2010.

Enhance our successful operational web and
eCommerce platform
This part of our strategy is intended to provide design
engineers and purchasing professionals with a fast and
efficient channel to access our growing range of products
and associated technical information. The web is a preferred
channel for many EDE customers and offers a lower cost to
serve channel as opposed to more traditional sales channels.
This part of our strategy is a key element of our multi-channel
end to end customer experience plan, which includes both
our EDE and our MRO customer base.

We have set a goal for this part of the strategy that we will
achieve at least 50% of our MDD revenue via eCommerce
by the end of financial year 2010.

Internationalising our model with immediate focus
on China and Eastern Europe
The Chinese market for small volume electronics is estimated
at over £1 billion annually and growing at a rate faster than
Chinese GDP. This market is highly fragmented, offering a
significant growth opportunity and potential for us to achieve
market leadership with the growing number of design
engineers graduating from Chinese universities every year
and engaging in design activities in their local industries.

We havemade good progress this year with the launch of
Premier Electronics in China. This business is focused on the
local design community and is supported by the investments that
we havemade this year in inventory systems (with circa 28,000
stocked SKUs in our warehouse in Shanghai), marketing support
and next day delivery available in over 95Chinese cities. Fourth
quarter revenue growthwas over 20% reflecting the benefit of
these investments andwe are planning on achieving at least
these levels of revenue growth in 2009.

The expansion of the European Union and the highly
fragmented nature of these new markets also offer growth
opportunities. During the current year we have launched
websites in several new languages as well as hiring dedicated
technical and marketing support for these parts of Europe.

In January 2008, we successfully completed the acquisition
of the high service distribution business of Hynetic
Electronics in India. This business, which had sold the
Farnell product range for over six years as a distributor, has
offices in eight locations and employs just over 30 staff. This
business will be a platform for further investment in 2009
and 2010, into a market which also has a rapidly growing
customer base of university graduates working in local
design activities both for the Indian and the global market.



We have set as a goal for this part of the strategy that
20% of the Group’s revenue would be from international
or emerging markets by 2010.

Initiatives to drive operational and cash efficiencies
As part of the strategic business review, we completed a
thorough analysis of our business processes. Whilst this
confirmed the robustness of our existing processes, we
identified areas where improvements could be made and
which would lead to a reduction in our net operating
expenses to sales ratio over the three year period of our
strategy. We had anticipated that in 2008 we would see an
increase in this ratio due to the investments to support the
business strategy initiatives outlined above.

During 2008 we started work on these initiatives and have
made slightly better progress than planned, such that our
operating expense ratio to sales decreased from 28.0% to
27.9% in the year, after making the necessary investments
in support of our key strategy enablers. We anticipate further
progress in 2009 and 2010.

We also identified actions to manage the working capital
of the business more effectively as part of the business
strategy review. We said that we would improve our inventory
turns whilst maintaining current service levels and would
achieve a reduction in our working capital to sales ratio over
the period of approximately 2%. We planned to achieve
this through working with our customers and suppliers to
enhance our processes and to reduce waste and errors.
These improvements in working capital would be used
to fund the investment in the other strategic business
review initiatives.

During 2008 we saw a number of these actions deliver
improvements across our businesses. Our working capital
to sales ratio ended the year at 25.7%, down from 27.1%
in 2007. We have a number of ongoing initiatives in 2009
and into 2010 and we remain confident of achieving the
2% overall reduction.

Key performance indicators
The business strategy is intended to deliver increased
shareholder value over the period through the successful
execution of the strategic building blocks outlined above.
The key performance indicators for the Group are discussed
in more detail on page 8 and 9 of this report. They fall into
two groups – strategic and financial. The strategic metrics
are those that are used to track our success in executing
the building blocks of our strategy and the financial metrics
measure the outcomes of those strategies in conjunction
with the successful performance management of our core

business prior to the execution of the strategy. As the
strategy becomes more embedded within the business,
the two sets of measures really become one.

Strategic measures:
> Sales per day growth – focus on the faster growing EDE

segment and the impact of internationalisation (ie operating
in faster growing markets) should deliver revenue growth in
the 6-8% range.

> eCommerce revenue as a % of total revenue – this is used
to track the effectiveness of our eCommerce investments.

> International and emerging market revenue as a % of
total revenue – this is a measure of our success in our
internationalisation strategy and the exposure to higher
growth markets.

> Gross margin % – gross margin stability is a key platform
to deliver operational gearing. EDE margins are higher as
are web margins and these mitigate the impact of lower
margins in the emerging markets.

> Return on sales % – is a function of both the gross margin
stability and the success of efficiency programmes as
well as reflecting the multi-channel cost to serve impact
of our strategy.

> People engagement – as a service business, our results
are achieved through our people. Part of our investments
in the strategy have been in ensuring that we have the
right people in our business and that our employees are
actively engaged.

>Working capital as a % of sales – this is a measure of the
success of our cash efficiency programmes.

Financial measures:
> Return on net operating assets % – this is an overall

measure of the effectiveness of management’s investment
in operational assets. We have set a target of 30% for
the Group.

> Free cash flow to sales % – this is a combined measure of
both the improved profitability and cash flow targets of the
strategy. We have set as a goal that we will achieve a free
cash flow to sales ratio of 6%.

Carbon footprint
We are aware that all businesses have an impact on the
environment in which they operate. As part of our strategy,
we are seeking to both limit the impact of the strategy on the
environment as well actively working to reduce the impact of
the Group’s existing business. The actions being taken to
address our carbon footprint are outlined in our Corporate
Social Responsibility report commencing on page 43.
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Business Review

Review of Results

Note: Prior year income statement figures have been
restated to exclude the results of the BuckHickman
business following its disposal on 10 April 2007. The results
of this discontinued operation are shown as a single number
on the face of the income statement below profit after
tax from continuing operations, including comparative
information which has been restated accordingly. Further
details relating to the disposal of this business are given
in note 24 to the Consolidated Financial Statements.

Group sales from continuing operations for the 53 week
financial year were £744.7 million (2007, 52 weeks:
£723.3 million), reflecting year on year sales growth, based
on sales per day for continuing businesses at constant
exchange rates, of 4.6%. All segments reported positive
sales growth throughout the year. Group sales in the first
half grew 3.5% despite more challenging markets in both
the Americas and the UK. Although these market conditions
continued in the second half, year on year sales growth
improved to 4.2% in the third quarter and 7.0% in the
fourth quarter, with sales growing faster than the market
in our major territories, as the benefits from the Group’s
strategic initiatives gained momentum. In particular,
MDD North America sales growth accelerated throughout
the second half with growth of 4.9% in the third quarter
increasing to 9.0% in the fourth quarter as the business
gained momentum.

Sales in Greater China also increased rapidly achieving
23.4% growth by the fourth quarter reflecting the transition
of the business to become more focused on the higher
margin EDE segment. In Mainland Europe the business
continued its strong performance with full year sales growth
of 10.2%, the second consecutive year of double digit sales
growth. In the UK, the business continued to outperform the
market and, following definitive steps taken to improve sales
of the Farnell brand, fourth quarter sales in the UK grew
3.2% after a flat performance in the third quarter.

The Group’s gross margin in the year from continuing
operations was 39.7% compared to the prior year of
39.5%. This reflects nine consecutive quarters of gross
margin stability which underpins the Group’s strategy
and differentiates Premier Farnell from the industry.

Operating profit from continuing operations for the 53 week
financial year was £88.0 million compared to the prior year
of £83.1 million (52 weeks). Operating margin for the year
was 11.8% up from 11.5% in the prior year, reflecting the
improved gross margin and a reduction in operating
expenses as a percentage of sales, even after the ongoing
investment in our strategy. There was an adverse impact
on operating profit of £2.5 million from the translation of
overseas results compared with the prior year, reflecting
the continued weakness of the US dollar, partly offset by
the strengthening of the Euro in the second half of the year.
A one cent movement in the exchange rate between the
US dollar and sterling, impacts the Group’s operating
profit by approximately £0.25 million per annum, and a
one cent movement in the exchange rate between the
Euro and sterling impacts the Group’s operating profit
by approximately £0.2 million per annum. At constant
exchange rates, the increase in operating profit was 9.2%,
or 7.1% after adjusting for the extra week. Operational
gearing, representing the year on year increase in operating
profit as a percentage of the increase in sales, both at
constant exchange rates, was 16.4% for the year.

Return on net operating assets (operating profit expressed
as a percentage of net assets excluding cash, financial
liabilities, taxation and goodwill) for the year improved to
30.2% from 28.8% in the prior year.

2008 2007 (52 weeks)

(53 weeks) Reported Exchange Growth
Group results (continuing operations) £m Reported (restated) adjustment At CER* at CER*

Revenue 744.7 723.3 (23.7) 699.6 +4.6%
Gross margin % 39.7% 39.5% 39.5%
Operating profit 88.0 83.1 (2.5) 80.6 +9.2%
Operating margin % 11.8% 11.5% 11.5%
Net finance costs (16.8) (20.8) 0.7 (20.1) +16.4%
Profit before tax 71.2 62.3 (1.8) 60.5 +17.7%

US $: £ 2.00 1.86 2.00
Euro: £ 1.44 1.47 1.44

*Constant Exchange Rates.



Net finance costs for the year were £16.8 million compared
to £20.8 million in 2007 a reduction of 16.4% at constant
exchange rates, reflecting the benefit of the improved net
borrowing position, the benefit arising from the purchase
and cancellation of preference shares during the year and
the impact of the US dollar exchange rate.

Profit before taxation from continuing operations was
£71.2 million compared to the prior year of £62.3 million,
an increase of 17.7% at constant exchange rates or 15.4%
after adjusting for the extra week, reflecting the improvement
in operating profit and the lower net finance costs.

The Group reported a loss after taxation from discontinued
operations of £13.5 million comprising the post tax trading
profit of the BuckHickman business up to the date of
disposal of £0.1 million and the post tax loss on the sale of
the business of £13.6 million. The profit after taxation from
discontinued operations in 2007 of £10.1 million comprised
the post tax trading loss of the BuckHickman business of
£0.6 million, the post tax trading gain of the Kent business
of £0.6million, and the post tax gain on the sale of the Kent
business of £10.1 million.

Profit attributable to ordinary shareholders was £36.3 million
(2007: £52.4 million).

Basic earnings per share for the year were as follows:

2008 2007
(53 weeks) (52 weeks)

Total 10.0p 14.4p
Continuing operations 13.7p 11.6p

Earnings per share from continuing operations of 13.7p
represented year on year growth of 18.1% or 21.2% at
constant exchange rates.

Sales growth %

2007
Q1 Q2 Q3 Q4

2008
Q1 Q2 Q3 Q4

12.0
13.1

9.6

5.4
4.4

2.6
4.2

7.0

Gross margin %

2007
Q1 Q2 Q3 Q4

2008
Q1 Q2 Q3 Q4

39.4 39.4 39.5 39.6 39.8 39.6 39.7 39.7

Operating margin %

2007
Q1 Q2 Q3 Q4

2008
Q1 Q2 Q3 Q4

11.7 11.3 11.3 11.7 12.1 11.5 11.7 12.0
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Business Review

Review of Operations
Marketing and Distribution Division (MDD)
MDD comprises: Newark, Farnell, MCM and CPC.

Continuing businesses
2007

2008 (52 weeks)
£m (53 weeks) (restated)* Growth

Revenue 670.9 649.9 4.5%
Operating profit 84.4 79.6 8.2%
Operating margin % 12.6% 12.2%

*Restated to exclude discontinued operations.

Overall, sales rose by 4.5% in the year. Despite the more
challenging market conditions, sales growth accelerated
in the second half of the year, particularly in the Americas,
and grew faster than the market as the strategy drove more
profitable growth. Operating profit was £84.4 million with
operating margin of 12.6% (2007: 12.2%) reflecting the
continuing tight cost control even after the ongoing
investment in the Group’s strategy. There was an adverse
impact on operating profit from the translation of overseas
results of £1.6 million reflecting the relative weakness of the
US dollar (£2.3 million) partly offset by the relative strength
of the Euro (£0.7 million). Operational gearing was 16.1%.

Web sales grew 32.9% in the year. Momentum from the
implementation of the new web front end across the
Americas at the end of the prior year and the successful
roll-out to Europe and Asia Pacific in April 2007 continued
to build, supported by continuing enhancements to the
speed, simplicity and search capabilities of the global web
platform. The new website regularly reaches the top of
the non-sponsored search engine listings, for electronic
component distributors and is a key element of the
Division’s multi-channel offering, giving electronic design
engineers the rapid access to quality data and product
information they require. Investment in eCommerce tools
during the second half of the year, resulting in quality
and timely data, has enabled the businesses to increase
the pace and accuracy of the Division’s eCommerce
development. By the fourth quarter, eCommerce sales
accounted for 29.4% of sales across the Division.

The multi-channel approach for the MDD Division has
continued to support the offering with product selection
in the new catalogues issued during the year reflecting
greater focus on design centric products. A number of
global technology campaigns were launched in the year,
using the power of the web, including Global ED World,
a microsite incorporating new tools and information for
design engineers.

Product and supplier portfolio
A number of significant franchise agreements and territorial
expansions were signed during the year and the Group now
has over 60 franchise additions to underpin its strategy with
a world class line card of suppliers to enhance its
proposition to the EDE segment.

New supplier additions during the year included:

New major suppliers

Fairchild Semiconductor Semiconductor
Linear Tech Semiconductor
KOA Europe Passives
SHARP Microelectronics Optoelectronics
Cirrus Logic Semiconductor
Cornell Dubilier Europe Capacitors
Littelfuse (Europe) Circuit protection
Bourns Electro-mechanical/connnectors
Turck Inc Connectivity/sensors
Mountz Inc Power assembly (MRO)
Tecktronic Measurement Bus Div Test and Measurement
GE Infrastructure Sensing Sensors
Tyco Electronics Identification Connectors
Omron Scientific Automation safeguarding
Elsta (Duracool) Health and Safety
OKR (SRC Devices) Sensors
ISSI Global Semiconductor
Ohmite Resistors
Fujitsu Semiconductor
MNB Fans
Optek (EAP) Optoelectronics
Ohmite for Europe Resistors
Cirrus Logic (East Europe, APAC, Russia) Semiconductor
ROHM (EMEA) Semiconductor
L-Com (US) Connectivity/sensors
Coleman Cable Cable and Wire
CDI Torque tools and measuring devices
Mountz Torque tools and measuring devices

New emerging technology suppliers

Enfis Optoelectronics
Equinox Optoelectronics
IST LED Drivers
Telegesis Wireless Comms
THAT Corp Semiconductor
Batronix Programmning devices
Nanotron Wireless RF
Memsic Sensors
SENTEC Dev kit for Micros
Analogue and Micro Semiconductor
Olmec Advanced Materials Electroluminescence
Hamamatsu Photonics
Blutechnix ADI DSP Design Boards
Aker Oscillator
Fox Oscillator
Seoul Semiconductor Power LED
Micro Crystal Crystals



Suppliers looking to reach our growing EDE customer base
continue to partner with us in exclusive programmes as we
forge close relationships, supported by initiatives such as
the Group’s Asian Supplier summit held in the fourth quarter
of the year.

These new franchises, together with existing suppliers,
resulted in the Division adding over 88,000 new EDE
and MRO products to its stocked portfolio during the year
and 50,000 new products which are available on demand.
As part of its strategy the Division plans to continue to
add additional stocked products to enhance our EDE
proposition and to increase its “on demand” range by
500,000 during the three year target period. The Division’s
portfolio now includes the majority of the world’s leading
semiconductor, passive and electro-mechanical brands,
providing design engineers across the globe with increased
access to an impressive product range of depth and breadth.

During the year, a number of significant supplier awards
were gained, including the Chairman’s Award 2007 from
Ohmite, Newark’s largest resistor supplier and the Organic
Sales Growth award from Honeywell.

MDD Americas (Newark and MCM)

2008 2007
£m (53 weeks) (52 weeks) Growth

Revenue 326.7 329.3 4.1%
Operating profit 31.0 30.5 9.9%
Operating margin % 9.5% 9.3%

Statistics from the Semiconductor Industry Association (SIA)
showed a year on year decline in billings in the Americas in
2007 of 6.3%. Despite these challenging market conditions,
sales in MDD Americas grew 4.1% in the year, with a
significant acceleration in sales growth through the second
half (third quarter: 4.9%, fourth quarter: 9.0%) as the
implementation of the strategy drove momentum.

Underlying operating margin improved to 9.5% despite
market pressures and ongoing investment in the strategy.

Web sales in MDD Americas grew by 33.0% in the year
and by 48.8% in the fourth quarter. Total eCommerce sales
represented 19.7% of total sales in the fourth quarter,
reflecting the strategy drive to this higher margin channel
and the continuing enhancements being made to the new
web platform.

Jim Bruorton,
Vice President, Global Channel Sales
KEMET

KEMET Corporation delivers industry
leading, high performance capacitance
solutions. With the most complete line of
surface-mount and through-hole capacitor
technologies across tantalum, ceramic,
aluminium, film and paper dielectrics,
KEMET is an important supplier to the EDE
customer segment around the world. Jim
Bruorton discusses how Premier Farnell’s
internationalisation and web proposition
have helped to open our partnership to
global markets.

With a long standing relationship with Newark already established,
KEMET was eager to build on that success with the rest of the
Premier Farnell Group. Opening up our partnership to the Europe
and Asia markets was the logical next step and since doing so we
have seen tremendous growth.

Our customer penetration numbers have increased dramatically;
our newest products are getting to the electronic design engineers
quicker than ever, and product availability through their website
provides an outstanding service to customers looking for those

products. The recent introduction of many new local language
websites, along with new offices and dedicated resources, has
positioned them for growth in a number of emerging markets

KEMET is delighted to have a partner that provides the engineering
community with such a comprehensive service, across multiple
geographies and in such a timely and efficient manner. We have
faith in their model because we have seen it work, and are looking
forward to continued growth on the latest KEMET products.
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Business Review continued
Review of Operations

Matti Tiirakari, Finance Dept.,
Group Leader Logistics Services
Fabio Formaenti, PH/ESE,
Research Engineer
European Organization for Nuclear Research (CERN)

CERN welcomes thousands of users
from its 20 European member states and
collaborating countries around the world.
It’s a European lab working at the very edge
of technology, focussed on particle physics
and the structure of our universe. The work
being done here will provide the data to
research and solve many problems, and is
driving huge breakthroughs in the world of
industry, semiconductor design and medicine.

At CERN we value our relationship with Premier Farnell. Their
24 hour delivery, the availability of small quantities of products
and their multi-channel offering are all important to our success.

The website is a critical tool to provide us with access to accurate
and detailed information relating to a product. Although we turn
to the web as a first point of contact, it remains necessary that we
call Premier Farnell and speak to one of their engineering experts
on occasion, and I am pleased that this multi-channel service
continues to be available.

Open communication is vital to our relationship with Premier Farnell.
Based on input from customers like us, Premier Farnell have designed
a new peel package for highly sensitive products and the success
of this packaging ensures that when we get certain components
they have not been compromised in the delivery process. This is
just another step to ensure we get the products as fast as possible.

It is nice to work with a company that cares about their customers.
It is nice to be valued and consulted for our opinions. I look forward
to our continued collaboration.

Pete Venuto,
VP Sales, Americas and Europe
AVX Corporation

AVX Corporation is a leading worldwide
manufacturer of a broad line of passive
components and interconnect products.
Their technology leading portfolio satisfies
the widest application range possible such
as mobile communications, automotive,
space and medical level qualifications.

As a company, AVX never loses sight of its
customers’ needs. Pete Venuto, VP Sales,
Americas and Europe explains how their
partnership with Premier Farnell has evolved
with our strategy.

Premier Farnell has become an integral part of introducing our
technologies to a global market. The relationship has grown over
many years, moving from a one-dimensional approach with the
catalogue, to a multi-channel, proactive approach.

Just a few short years ago it would take an annual cycle of events
to create the next portfolio ready for the market. Now we have a
new parts list ‘web ready’ within a matter of days. This makes the
whole dynamic of a new product launch more relevant to design
engineers than ever before, so much so that Premier Farnell is part
of our formal new product launch review process.

Premier Farnell is key to seeding the market with a range of
products from AVX that otherwise could prove difficult to
introduce. Maintaining the term technology leader sometimes
means that we require feedback from the widest range of
engineers possible and Premier Farnell provides this important
communication. This level of interaction has proved very important
to the development of some of our new product groups.

AVX technology and design expertise combined with Premier
Farnell’s account penetration and purchasing feedback will drive
our business to new levels and continue to strengthen our
relationship with Premier Farnell.



Newark
Newark is a market-leading multi-channel distributor of
electronic components, eProcurement solutions and
stockroom management services in the Americas. Its
customers include design engineers and maintenance
technicians in the US, Canada, Mexico and Brazil. By sales,
it comprises 93% of MDD Americas. Newark’s sales grew
4.2% in the year, accelerating to 9.4% in the fourth quarter.

During the year, Newark focused on the EDE segment
with the business launching a programme promoting over
100,000 products from the Farnell business in to the
North American market. Targeted marketing, together
with sales process and customer database improvements,
helped drive strong sales growth from the smaller customer
segment, which grew 28% year on year and 43% in the
fourth quarter. Newark’s annual catalogue was delivered
in September 2007, promoting over 128,000 products
including 24,000 new products, many of which targeted
the EDE segment.

Web sales accelerated rapidly during the year supported by
search engine marketing, web functionality improvements
and multi-channel marketing activities, with the fourth
quarter showing year on year web sales per day growth
of over 50%.

The business also benefited from the quality leadership
recruitment in the year, including a new President
appointed in February 2007, a new Chief Financial
Officer and a Senior Vice President of Product and Supplier
Management, together with a further two supplier and
product management industry experts, a new Global
Head of Technology Marketing to drive EDE support
and programmes, and additions to the Global eCommerce
team to continue to develop the Group’s leading edge
proposition.

The effective marketing programmes that contributed to
Newark’s performance during the year resulted in the
company being awarded, in November 2007, 25 Channel
Marketing Awards from the National Electronic Distributors
Association (NEDA), sweeping a number of categories for
the second year running. These included awards for image
advertising, integrated marketing campaigns, a corporate
newsletter for design engineers, and the company’s
website. NEDA also awarded its first ‘Best in Show’
award to Newark in recognition of its achievement.

MCM
MCM distributes electronics and related equipment to
service and repair professionals and technical hobbyists
throughout the US and comprises 7% of MDD Americas
sales. During the year sales grew by 3.1% despite
issues surrounding the North American housing market
having a negative impact on the home security and home
entertainment segment of the business. This performance
was supported by a strengthened leadership team during
the year with the appointment of a new President and a new
Chief Financial Officer. The business continued to benefit
from its marketing campaigns including flyers, e-mail and
catalogues. Initiatives to re-activate customers resulted in
MCM increasing its number of active customers by over
10% on the prior year. Web sales continued to grow strongly,
up 23.3% over the prior year, reflecting improved functionality
and increased e-marketing spend. Total eCommerce sales
accounted for 48% of total sales by the fourth quarter.

MDD Europe and Asia Pacific
(Farnell, CPC and Premier Electronics)
Continuing operations

2007
2008 (52 weeks)

£m (53 weeks) (restated)* Growth

Revenue 344.2 320.6 4.8%
Operating profit 53.4 49.1 7.2%
Operating margin % 15.5% 15.3%

*Restated to exclude discontinued operations.

Sales were up 4.8% in the year. In Mainland Europe, sales
growth remained strong despite tougher comparators
and sales in the UK outperformed the market throughout
the year. In Asia, the benefits from the Group’s strategic
initiatives, in particular the transition of the China business,
started to be realised in the second half of the year. The
operating margin improved by 0.2 percentage points in
the year reflecting continued cost control.

31
Premier Farnell
Annual Report & Accounts 2008



32

The new web front end launched in the Americas in
December 2006 was introduced in to the Europe and
Asia Pacific region in April 2007, making available to
EDE customers new product associations including
cross-referencing for obsolete products, alternative
products and upgrades. This, together with other
enhancements throughout the year to further improve
the speed, simplicity and search compatibilities of the web
platform and to increase performance and reliability, resulted
in web sales increasing 32.9% in the year. In addition, the
Division launched Polish, Hungarian, Czech Republic and
Slovakian web sites, as part of its expansion plans into
Eastern Europe, and a website in the Asean region for
Thailand. This drive of web activity has resulted in new
sales records by the web being achieved every quarter
with total eCommerce sales representing 38% of total sales
by the fourth quarter, with some countries now transacting
over half their sales through eCommerce channels. This
level of activity has equated to, in Europe, a web order
now being received every 10 seconds throughout a
12 hour working day.

Revenue by region
2008 2007 Revenue

£m (53 weeks) (52 weeks) growth

UK (including exports) 179.1 172.3* 2.2%
Mainland Europe 134.4 118.1 10.2%
Asia Pacific 30.7 30.2 (1.2%)

*Restated to exclude discontinued operations.

Mainland Europe
In Mainland Europe, Farnell continued to deliver its strong
performance, despite the tougher comparators, with sales
growth of 10.2%, the second consecutive year of double
digit sales growth. This reflects ongoing development of
the business’s multi-channel approach, a strong web
performance including the launch of further Eastern
European websites, and continued targeted marketing
activity, all of which have contributed to the development
of the Division’s differentiated EDE service proposition.
In October, the business launched “peel pack” packaging,
an innovative packing method for small quantities of semi
conductors aimed at providing ease of use to customers.
November saw the third successful multi-channel marketing
campaign across all European businesses for innovation
in EDE packaging and latest technology, resulting in
over one million contacts across multiple channels.
New catalogues were launched across Europe during
the year including first editions of translated Eastern
European catalogues, distributed to five countries.

UK
The Division’s UK sales, comprising sales from Farnell UK
and CPC brands, increased 2.2% in the year.

Farnell: Farnell markets and distributes electronic components,
test and measurement equipment and MRO products
to design engineers and purchasing professionals, with
businesses in the UK, Mainland Europe and Asia Pacific region.

Farnell UK retained its market share gains achieved in the
prior year through its leadership position on RoHS. Despite
the difficult market conditions, with the Association of
Franchised Distributors of Electronic Components (AFDEC)
reporting a sales decline in the UK of 6.6% excluding Farnell,
sales showed positive growth over the year as a whole.
However, this was not the performance that Premier Farnell
expected and definitive steps were taken at the start of the
fourth quarter to improve the situation. As a result, fourth
quarter year on year sales moved into positive growth
compared to the decline reported in the third quarter of 2.4%.
The business continues to drive sales via its multi-channel
marketing activities with over 1,000 Europe-wide web and
email campaigns launched in the year and continued
selective direct mailings.

CPC: CPC distributes electrical and electronic equipment
and accessories.

Sales for the year increased 4.9% with initiatives in direct
marketing, eMarketing and search engine optimisation
delivering success, together with actions to reactivate
lapsed customers and the prospecting of potential
customers. Performance was supported by the launch
of the 2008 catalogue in August to over 80,000 customers
together with successful direct mail initiatives. Following a
restructuring of CPC’s private label offering, the business
saw a significant increase in its market share of the mains
electrical sector in the fourth quarter. CPC’s web sales grew
30% year on year, following the launch of the new web front
end, as the business saw record numbers of unique visitors
to the site. Despite pricing pressures, operating margins
were maintained.

Business Review continued
Review of Operations



Jay Pok,
Chief Executive Officer
LHI Technology

The global medical device market is changing
rapidly. Faced with improving patient care in
all areas, supporting the processes in place
for patient care and ensuring that their
solutions are cost effective for the end user,
EDEs are developing new, cutting edge
technology every day. Innovation and
speed are crucial in this competitive market.

China is one of the fastest growing economies in the world and
has the largest population. These factors have combined to
strengthen the Chinese medical device market which is estimated
to be worth £3 billion.

LHI Technology is a leading medical cables manufacturer based
in China. LHI is dedicated to the manufacturing of Patient
Monitoring and Surgical cable interconnects and assemblies.
Jay Pok, CEO, explains that ‘Farnell-Newark’s comprehensive

range of electronic components, stocked from the world’s leading
suppliers compliments the needs of our engineering development
team and enable us to speedily develop products on time for
our customers.’

Through our Mandarin and English websites, our distribution
centre in Shanghai and next day delivery to over 90 Chinese cities
Premier Farnell offers our Chinese customers a truly local service.

Kenneth Siber,
Managing Director
Mindstorm Ltd.

Mindstorm is a cutting edge marketing
technology company that creates surface
solutions to excite and amaze people.
Their multi-touch, interactive technologies
transform otherwise static surfaces into
intelligent displays, and passive customers
into active participants by fusing light and
touch into playful interactivity. Mindstorm
turns to Premier Farnell during the design
phase of its products, for small orders and
fast delivery.

At Mindstorm we are always working on new prototypes of our
products. We are a software company that is committed to
providing our customers with cutting edge hardware and in order
to do that we need access to the latest technologies as soon as
they are available. Farnell meets that need.

The product information available on their website is really helpful,
especially when we aren’t exactly sure what we are looking for or
when we want to compare different components. The range of

products available to EDEs has improved, which means that
we can generally get everything we want by visiting the Farnell
website. This is a definite bonus as we get our complete order
within 24 hours, ensuring that we complete our projects on time
and on budget.

Our focus at Mindstorm is quality and innovation, and it’s nice
to work together with a distributor who is focused on the same.
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Don Phillips,
Research and Development Manager
Le Maitre Special Effects Inc.

Le Maitre is responsible for some of the most
spectacular and prestigious displays of
pyrotechnics. With shows all over the world
and for some of the most celebrated
performances including Cirque de Soleil,
Disney on Ice and the Super Bowl, Le Maitre
turns to Newark for the products they need –
fast. With daily performances for many of its
shows, Le Maitre values Newark’s global next
day delivery promise.

Le Maitre Special Effects is a premier supplier of effects equipment
for the entertainment industry. Our products range from fog,
haze and bubble machines to flame and stage pyrotechnics.
Our equipment is used worldwide from small shows to major
concert productions. Due to the demands for quick delivery and
customised product we require solid support from our vendors.
In our business if you don’t have it or can’t make it quickly you
don’t get the business.

We have found that we can rely on Newark to deliver the goods.
By accessing the website and selecting the parts required we
get next day delivery on most items. Access to Newark’s large

inventory is essential for the quick turnaround required in business
today. The good communication we get is key; by providing timely
information critical schedules can be met. The solid support
provided by the Newark team allows us to concentrate on what
we do best. Newark’s wide range of product and the ability to
access its other divisions gives us a large selection of parts.
This allows us to reduce the number of vendors required and
simplifies our purchasing process. This comes as a win-win for
both our companies.

As the old saying could read: behind every good manufacturer
is a good vendor!

Asia Pacific
Although Farnell’s sales in Asia Pacific declined slightly in the
year, this reflected a first half decline of 6.1% and second
half growth of 3.9% with sales accelerating as the region
began to realise the benefits from its strategic initiatives.

The first quarter saw the launch of the new Premier
Electronics business in China which included the opening
of a new warehouse and distribution centre, with the
capability to deliver next day to over 95 major Chinese
cities, a fully implemented Mandarin language Enterprise
Resource Planning (ERP) system, and the launch of a new
Mandarin Chinese language catalogue and web platform.
An enhanced website was launched in December 2007
giving greater flexibility which has already seen a significant
increase in activity. As anticipated, sales in China declined in
the first half of the year as the business transitioned from its
mainly MRO, lower margin, customer base to become more
focused on the growing higher margin EDE segment. This
transition started to realise benefits in the second half, with
year on year sales growth of 23.4% by the fourth quarter,
supported by the four branches now established in the
region, including Chengdu and Shenzen which were
opened in the third quarter.

The success of the strategy in China was recognised
in January 2008 when the business received the Reliable
Electronic Component Suppliers award, a pioneering
award endorsed by the Chinese Ministry of Information
and Industry.

The transition from a traditional MRO customer base to
the more profitable EDE customers, which has proved
so successful in China, is now taking place across all
of Farnell’s South East Asian businesses.

The Australian and New Zealand markets continue to be
exposed to global competition. Although sales were down
slightly in the year there was an improving trend in the
second half with positive fourth quarter sales growth of 2.3%.
During the year the business launched a new competitive
web offering aimed at meeting local customers’ needs.

The acquisition of our distributor in India at the end of the
financial year will allow us to strengthen our position in
the fast growing Indian EDE market through our 30
staff and eight branches as investment in the Asia Pacific
region continues.



Industrial Products Division
The Industrial Products Division comprises principally
two businesses, Akron Brass and TPC Wire & Cable,
both supplying high performance products to specialist
industrial markets. In addition there is a smaller business,
Cadillac Electric.

2008 2007
£m (53 weeks) (52 weeks) Growth

Revenue 73.8 73.4 5.7%
Operating profit 14.8 13.7 15.6%
Operating margin % 20.1% 18.7%

Sales grew by 5.7% in the year, reflecting a strong
performance by both Akron Brass and TPC Wire & Cable.
At constant exchange rates, operating profit increased
15.6% on the prior year and operating margin improved
despite raw material cost pressures.

Akron Brass
Akron Brass is a market leader in the manufacture and sale
of high performance fire-fighting equipment for fire truck
manufacturers, public fire services and industrial facilities.
Its products are designed to improve the safety and efficiency
of personnel and equipment engaged in the suppression of
fire and also includes lighting and electrical control solutions.
It sells through its own field sales force and through
distributors to customers all over the world. It has a high
share of the North American market and seeks to grow by
broadening its product range and reaching new geographic
and industrial markets assisted by appropriate acquisitions.

Sales at Akron Brass increased 9.3% in the year. For the
first three quarters of the year the business benefited from
the strong, prior year, fourth quarter order intake from North
American fire equipment manufacturers, which was driven
by changes in regulatory requirements. The slowdown in
this activity in the fourth quarter of the year was offset by a
continued strong performance from the international and
industrial segments. Akron Brass continues to develop its
international markets, with new opportunities arising in
South America and Asia. Sales to the industrial market
showed strong growth due to focus outside of the
petrochemical markets, with orders from new markets
including vehicle and tank washing applications.
The development of new lighting products, such as
“Diamondback” perimeter warning lights, has received
very positive feedback from end users and vehicle builders.

Despite significant increases in the cost of its raw materials,
particularly brass ingot, Akron Brass has continued to
maintain its margins through cost control and manufacturing
efficiencies, including improved assembly processes.

TPC Wire & Cable
TPC is a distributor of high performance electrical wire,
cable and connectors designed for heavy duty or harsh
industrial environments, operating in the United States,
Canada and Mexico.

TPC achieved sales growth of 8.4% during the year with
the business continuing to benefit from its successful
diversification into non-automotive markets, including rail,
wood, utilities and off road equipment. The business
experienced significant growth in the original equipment
manufacturers (OEM) market with high demand for heavy
duty cable for robotics in the automotive manufacturing
segment. Sales to automotive manufacturers in the US,
who continue to face difficult trading conditions, now only
account for approximately a quarter of TPC’s sales.

Despite the continuing raw material cost pressures, in
particular the volatility of copper prices, the business has
continued to successfully maintain margins through pricing
strategies, effective management of the supply chain, and
tight control of operating costs.

Cadillac Electric
Cadillac Electric is a small distributor of electrical and
industrial automation products and engineered solutions to
manufacturers in the United States. Sales in 2008 declined
20.4% to £6.3 million following the known wind down of a
major franchise. The business made a small operating profit
during the year.
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Business Review

Financial Review
A review of the Group’s results and operations is given
on pages 26 to 35. Other financial matters are noted below.

Net finance costs
Net finance costs for the year of £16.8 million
(2007: £20.8 million) comprised net interest payable
of £10.8 million (2007: £13.0 million) and a net cost of
£6.0 million (2007: £7.8 million) relating to the Company’s
convertible preference shares.

The net interest charge of £10.8 million (2007: £13.0 million)
was covered 8.1 times (2007: 6.4 times) by operating profit.
The lower net interest charge reflects the Group’s improved
net borrowing position with the underlying level of net
financial liabilities at 3 February 2008 (after adjusting for
exchange rates) being £30 million lower than a year ago,
together with the benefit from the impact of the US dollar
exchange rate.

The net cost in respect of the Company’s convertible
preference shares, included the preference dividend for
the year of £5.6 million (2007: £6.7 million), together with a
£1.3 million (2007: £1.4 million) charge for the amortisation
of the implied redemption premium on preference shares.

During the year the Company purchased and cancelled
1,236,500 of its preference shares for a total cash cost
of £17.7million. Based on the book value and fair value
of the instruments at the date of purchase, the financial
liability element of the preference shares was reduced by
£18.5 million and the equity element by £3.2 million. A gain
of £0.9 million was recognised in the income statement
being the difference between the book value and fair
value of the financial liability element at the date of purchase.
The gain arising from the difference between the book value
and fair value of the equity element of £3.1 million was
recognised as a movement in retained earnings. In 2007,
the Company purchased and cancelled 565,000 of its
preference shares for a total price including costs of £8.4
million, resulting in a gain of £0.3 million being recognised
in the income statement. Further details relating to the
Company’s preference shares are given in note 15 to the
Consolidated Financial Statements.

Taxation
The Group’s effective tax charge for continuing operations
can be analysed as follows:

2008 2007
£m (53 weeks) (52 weeks)

Profit before tax 71.2 62.3
Adjust for preference
dividends 5.6 6.7

Adjusted profit
before tax 76.8 69.0

Tax charge 21.4 27.9% 20.0 29.0%
Effect of UK rate
reduction on
deferred tax 0.8 –

Adjusted tax charge 22.2 28.9% 20.0 29.0%

After adjusting for the effect of the UK rate reduction on
deferred tax, the effective tax rate was in line with the prior
year. This effective tax rate compares favourably with the
corporate tax rates of 30.0% in the UK and 35.0% in the
US, reflecting the Group’s efficient financing structure.

Business acquisition
On 31 January 2008, the Group acquired that part of the
trade and net assets of Hynetic Electronics Private Limited
used in carrying on its business in India as an existing
authorised distributor of Farnell products, for a total
consideration including costs of £0.9 million. The fair value
of the net assets acquired, including intangible assets, was
not significant, resulting in goodwill arising of £0.9 million.

Business disposal
On 10 April 2007, the Group disposed of its BuckHickman
business, part of the Marketing and Distribution Division,
Europe and Asia Pacific, to BSS Group plc. The pre-tax loss
on disposal was £13.6 million, after the write-off of goodwill
allocated to this business of £19.3 million, and the net cash
consideration received during the year was £24.4 million.
BuckHickman generated sales in 2007 of £99.8 million and
an operating loss of £0.8 million. The results of this business
have been reclassified as a discontinued operation and
are included in the income statement as a single line
below profit after taxation from continuing operations,
with comparatives restated accordingly. The comparative
information in respect of discontinued operations also
includes the results of the Kent business which was
disposed on 31 July 2006.



Ordinary dividend
The Board is recommending an increased final dividend of
5.2 pence per share (2007: 5.0 pence per share), which,
together with the interim dividend, amounts to a total
dividend per share of 9.2 pence (2007: 9.0 pence), and
with a total impact on shareholders’ funds of £ 33.4 million.
The final dividend is subject to approval at the Annual
General Meeting on 17 June 2008.

Post-retirement benefits
The Group accounts for pensions and other post-retirement
benefits in accordance with IAS 19. The net charge for
post-retirement benefits from continuing operations was
£0.3 million (2007: £0.4 million) and can be analysed
as follows:

2008 2007
Credit/(charge) £m (53 weeks) (52 weeks)

Defined benefit pension plans 2.5 2.1
Defined contribution pension plans (2.3) (1.8)
Other post-retirement benefits (0.5) (0.7)

Continuing operations (0.3) (0.4)

The liability relating to the UK plan at the year end was
£13.5million (2007: £21.6 million) with the decrease on
the prior year arising principally from an increase in the
market-related bond rate used to discount the scheme’s
liabilities at the year end, partly offset by the overall asset
performance being below actuarial expectations, and
contributions made to the plan of £3.4 million in the year.

The US plan remains over-funded and a contribution holiday
will continue for the foreseeable future. The pension asset
relating to this plan at the year end was £53.4 million
(2007: £56.8 million), with the reduction on the prior year
arising from the net income in the year of £2.9 million,
together with a benefit from the improved discount rate,
being more than offset by the underperformance of US
equity markets compared to actuarial expectations.

Cash flow and net debt
Free cash flow attributable to ordinary shareholders is
summarised below.

2008 2007
£m (53 weeks) (52 weeks)

Operating profit from continuing operations 88.0 83.1
Depreciation and amortisation 19.1 18.7
Changes in working capital (4.7) (5.8)
Additional pension scheme funding
(UK defined benefit plan) (3.1) (2.4)
Other non-cash movements (1.5) (1.8)

Cash generated from continuing
operations 97.8 91.8
Cash generated from discontinued
operations (1.2) (1.2)

Total cash generated from operations 96.6 90.6
Capital expenditure (17.5) (14.4)
Proceeds from sale of property,
plant and equipment 1.9 5.1
Interest and preference dividends (16.5) (20.2)
Taxation (23.1) (18.7)

Free cash flow 41.4 42.4

Free cash flow to revenue % 5.6% 5.9%

Cash generated from continuing operations represented
111% of operating profit and reflects the continued tight
control of working capital across the Group. Working capital
increased by £4.7 million in the year, or 2.5%, well below the
rate of sales growth. Despite the addition of 88,000 stocked
products during the year to enhance our offering to EDE
customers, inventory increased by only £2.2 million as the
inventory profile and inventory turns improved. Total working
capital as a percentage of sales improved from 27.1% to
25.7% during the year.

Capital expenditure of £17.5 million included £10.4 million
of software development costs, principally to enhance
existing systems. The disposal of surplus property in the
UK generated proceeds of £1.9 million.
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The change in net financial liabilities is summarised below:

£m

Opening net financial liabilities (281.3)
Free cash flow 41.4
Ordinary dividends (32.7)
Business acquisitions (0.6)
Business disposals 24.4
Issue of ordinary shares 1.4
Purchase of ordinary shares (2.5)
Preference shares (net impact) (0.5)
Derivative financial instruments (2.8)
Exchange movement (0.9)

Closing net financial liabilities (254.1)

At 3 February 2008, the Group’s net financial liabilities
comprised the following:

2008 2007
£m £m

Cash at bank and in hand 37.6 32.2
Bank loans and overdrafts (85.7) (92.9)
US $225 million Senior Notes
due 2010 and 2013 (114.2) (114.8)
Other loans (3.0) (2.6)
Preference shares (85.9) (103.1)
Derivative financial instruments (2.9) (0.1)

(254.1) (281.3)

The maturity of the Group’s gross financial liabilities at
3 February 2008 of £288.8 million, excluding derivative
financial instruments, is as follows:

£m

Due within 1 year 0.1
Between 1 and 2 years 0.1
Between 2 and 5 years 119.4
After 5 years 169.2

288.8

The Group has multi-currency bilateral bank facilities of
£198.1 million, which carry a LIBOR based floating rate of
interest. These facilities expire mid-2010 and, at 3 February
2008, £112.3 million of these facilities were unutilised.

Treasury operations
The Group is exposed to a number of different market risks,
including movement in interest rates and foreign currency
exchange rates. The Group has established policies and
procedures within the treasury function to monitor and

manage the exposures arising from volatility in these
markets, with derivative instruments being entered into
when considered appropriate by management.

The Group treasury function is responsible for sourcing and
structuring borrowing requirements, managing interest rate
and foreign exchange exposure and managing any surplus
funds, which are invested mainly in short-term deposits with
financial institutions that meet the credit criteria approved
by the Board. Specifically, counterparty creditworthiness
is determined by reference to credit ratings as defined by
the global rating agency Fitch. For all deposits of more
than £1 million, minimum short-term credit ratings are F1
(“highest credit quality”) and minimum long-term ratings are
A (“high credit quality”). For deposits of over £5 million, the
minimum ratings increase to F1+ and AA – for short-term
and long-term ratings, respectively. In addition, monthly
reports are produced by the Group treasury function which
are used to monitor treasury activities. Important treasury
management decisions are approved by the Board and an
annual report detailing the Group’s debt, cash and hedging
activity is reviewed by the Board. Group policy prohibits
speculative arrangements in that transactions in financial
instruments are matched to an underlying business
requirement, such as forecast debt and interest repayments
and expected foreign currency revenues. The Group uses
derivatives only to manage its foreign currency and interest
rate risks arising from underlying business activities. The
Group treasury function is subject to periodic independent
reviews by the Internal Audit Department. Controls
over interest rate and foreign exchange exposures and
transaction authenticity are in place and dealings are
restricted to those banks with the relevant combination
of geographic presence and suitable credit rating.

The Group monitors the credit ratings of its counterparties
and credit exposure for each counterparty.

The Group typically hedges transactions primarily related to
the purchase and sale of inventories denominated in foreign
currencies through foreign exchange forward contracts.
These contracts reduce currency risk from exchange rate
movements with respect to these transactions and
cash flows.

The Group does not hedge profit translation exposure,
unless there is a corresponding cash flow, since such
hedges provide only a temporary deferral of the effect of
movements in exchange rates. Similarly, while a significant
proportion of the Group’s borrowings are denominated in
US dollars, the Group does not specifically hedge all of its
long-term investments in overseas assets.

Business Review continued
Financial Review



International Financial Reporting Standards (IFRS)
The Group’s consolidated financial statements have been
reported in accordance with IFRS. The Group has adopted
IFRS 7, Financial Instruments: Disclosures, which requires
additional disclosures in respect of financial instruments,
details of which are given in notes 12 and 19 to the
consolidated financial statements. The Group has not
been required to adopt any other new accounting standards
during the year which have had a significant impact on the
consolidated financial statements.

The financial statements of the Company for the year ended
3 February 2008 on pages 109 to 116 continue to be
prepared in accordance with UK GAAP.

Principal risks and uncertainties
There are a number of risks and uncertainties that could
have an effect on the Group’s performance. As at the
date of this report, the Board considers the risks described
below to be the principal risks facing the Group. The Group
has a risk management structure in place that is designed
to identify, manage and mitigate business risks. This forms
part of the Group’s system of internal control that is
described in detail on page 59. The key risks identified
through this risk management process and how they
are managed are detailed below.

RoHS legislation
The legislation implementing the EU Directive on the
Restriction of the use of certain Hazardous Substances
in electronic and electrical equipment (the RoHS Directive)
has been an area of focus for the Group during prior years
as the legislation took effect on 1 July 2006. Moving to
compliance involved the replacement of a significant
proportion of stocked products with compliant alternatives.
This brings with it the potential risk of stock write-offs
greater than those for which provision has been made if the
transition is not well managed. The Group has had a senior
management team in place for over three years to address
this risk and has been working closely with its suppliers and
customers. The approach taken to achieve compliance with
the legislation is very clear and well defined and has been
communicated to suppliers and customers. The position
regarding levels of stock and potential write-offs is managed
closely and the Group’s internal targets to reduce any stock
write-off in Europe have been met. The position in North
America is more complicated due to the lack of a hard,
legislatively mandated date for compliance, but good
progress has also been made here and the Group
considers that it is well placed to minimise its exposure.

As described in other sections of this report, dealing
successfully with the implementation of the RoHS legislation
has also provided a considerable opportunity for the Group
to outperform its competitors.

The Chinese equivalent of the EU RoHS legislation came
into force on 1 March 2007, although the most substantive
elements are yet to be enforced. The Group has
approached this legislation in the same proactive manner
as its EU equivalent. The combination of the Group’s
experience in dealing with the effects of the legislation
in Europe and North America and the smaller scale of
its business in China means that the Chinese legislation
presents much less of a risk to the Group. The Chinese
legislation does, however, also present a considerable
business opportunity and work has been underway for
some time to capitalise on this.

Market migration
Premier Farnell’s available market has remained relatively
stable compared with the migration of manufacturing to
lower cost economies in recent years. While lower wage
rates have attracted high volume manufacturing to
Eastern Europe and Asia, the migration of research and
development and small scale manufacturing, two of Premier
Farnell’s primary customer groups, is less pronounced.
Work carried out as part of the Group’s review of strategy,
announced in October 2006, confirmed that much of the
electronic design engineering work that forms a large part
of the Group’s customer base has remained in regions in
which the Group has a strong presence. In addition, there
is a large installed base of electronic equipment in Premier
Farnell’s traditional geographic markets that needs
maintaining, providing an ongoing market for the Group’s
maintenance and repair products. Nevertheless, there is
likely to be an ongoing decline in the Group’s manufacturing
customer base in these geographic markets. This risk is
being addressed in two ways: first, by emphasising growth
in the electronic design engineering segment of the Group’s
customer base and, second, by increasing the Group’s
presence in Asia and Eastern Europe. Further progress was
made in this area during the year with completion of the
acquisition of the Hynetic business in India as a distributor
of Farnell products and the launch of local transactional
websites in a number of Eastern European countries
and a Mandarin language website in China. The Group
will continue to increase its presence in developing markets
to mitigate dependence on territories where the market
for its products and services is more mature.
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Systems and infrastructure
The operations of the Group’s main businesses are
heavily dependent on its principal distribution facilities in
Gaffney (US), Leeds (UK) and Liège (Belgium), from which a
significant proportion of customer orders are despatched,
and on the Group’s IT hardware and software. The Group
takes steps to protect these distribution facilities with
measures such as sprinkler protection and the separate
storage of highly flammable products and works closely
with its insurers in assessing the risks of damage to these
facilities. In addition, business continuity plans exist and are
under review with the aim of minimising the adverse impact
on the business should significant damage occur. For the
UK and European business, this planning is assisted by the
Group’s ability to switch order fulfilment between distribution
facilities in Leeds and Liège, as these facilities hold a
proportion of common products. In the US a review of
warehouse management systems has led to improvements
in performance and more robust contingency plans.

The resilience of the Group’s IT infrastructure is regularly
reviewed by management and plans are developed to
address areas of potential weakness. Where practicable,
these plans are fully tested.

Competitive pressures
The Group’s Marketing and Distribution Division, which
accounts for 90.1% of the Group’s sales, operates in a
fragmented market with a number of international and many
regional competitors. This environment creates pressure
on the prices that the Division is able to charge for its
products and on the levels of service it provides. It is
therefore fundamental that the Division’s proposition to its
customers remains attractive and at the forefront of its
chosen markets. The Group maintains awareness of
developments in the market, including actions by
competitors, and anticipates and responds to such
developments. The results of the review of strategy
announced in October 2006 clearly defined the Group’s
emphasis on areas of profitable growth via differentiation
from its main competitors. An important factor in recent
years has been customer demand for the ability to transact
with the Group electronically. Electronic channels
are increasingly preferred by customers and also bring
efficiencies to the Group. There is, therefore, a significant
focus on the Group’s progress in continually upgrading its
eCommerce capabilities, such as the ease of use of its

transactional web sites. During the year the Group has
continued to roll out new web sites based on its global
eCommerce platform, including a dual Mandarin/English
language site for China. New analytical tools have helped
to identify opportunities to improve both functional and
user experience. The increased speed and stability of the
websites has led to significant increases in eCommerce
revenues. Improving electronic channels is part of delivering
a multi-channel approach that provides flexibility for
customers and reduces the cost to serve.

Foreign currency
As a relatively high proportion of the Group’s sales and
operating profits arise in North America, the Group’s
reported results are adversely affected by weakening of
the US dollar against sterling. This profit translation risk is
approximately £0.25 million per annum of operating profit
for each one cent movement in the US dollar exchange
rate. The Group has denominated most of its external
borrowings in US dollars in order to mitigate this risk and
provide a hedge against dollar denominated operating cash
flows and the Group’s US investments.

In addition to the US dollar, the other major currency for
which the Group has a translation risk is the Euro. Whilst
there was a benefit from the strengthening of the Euro
towards the end of 2008, a significant weakening of the
Euro would adversely affect the Group’s results. This profit
translation risk is approximately £0.2 million per annum
of operating profit for each one cent movement in the
Euro exchange rate.

The Group’s policy is not to hedge profit translation risk
unless there is a real cash exposure since such hedges
provide only a temporary deferral of the effect of movements
in exchange rates.

Human resources
As a service business, Premier Farnell relies heavily on its
employees. It would be damaging to the Group if it were
unable to attract and retain personnel at key management
levels. The ways in which this risk is addressed are
described in detail in the Resources and relationships
section of this report.
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Legal risks
The Group operates internationally and is subject to laws
and regulations in a large number of countries. Combined
with this, the large numbers of customers and suppliers to
the Group result in a complex set of contractual obligations
and a risk of non-compliance.

The Group addresses this risk in a number of ways:
> Through reviews and training provided by the in-house

legal department

> Advice provided by suitable external counsel

>Monitoring and reporting of issues by the Internal
Audit function

> Internal control processes requiring local management
to report on areas of potential non-compliance

> Controls on the levels of management required to approve
proposed contractual arrangements

Resources and relationships
Employees
Premier Farnell is essentially a service business. Consistent
excellence in service delivery relies on high levels of
contribution and performance from all employees.

Employees throughout the Group receive feedback on
their performance through the annual Group Performance
Review Process. This clarifies responsibilities and objectives,
addresses employees’ development needs and helps
match individuals’ career development aspirations with
the business needs of the Group.

The Group places strong emphasis on individual and team
performance. In the year, in addition to normal incentive
plans for sales personnel, almost half of non-sales staff had
an element of their remuneration related to performance.

During the year, the Group continued to invest in training
and in particular through the investment in an on-line
performance management system to ensure alignment of
objectives throughout the business and to build skills and
capability. Further expansion of content was made available
through the Premier Farnell OnLine Learning Centre with
both internally developed materials and content sourced
in partnership with a leading business school. Over the last
12 months there has been a particular focus on robust
talent management processes and on leadership
development with the use of competency-based
interviewing techniques to improve the effectiveness of
external recruitment.

All parts of the Group are focused on reducing the cost and
disruption associated with high levels of staff turnover and
excessive absenteeism, particularly in distribution centres
and call centres where turnover has historically been
highest. During the year most areas of the business
exhibited improvements.

The Group actively encourages open communications.
Management teams are expected to host formal business
updates for employees at least quarterly, following the
Company’s quarterly results announcements. The Group
has a well established European Employee Forum which
has been in operation since 1999. The development in the
year of a Group-wide intranet gives all employees timely
access to news, information and communication from the
CEO and leadership team.

In 2007 the Group organised the first global on-line
engagement survey to seek the opinions and ideas
of all employees about their experiences of working in
the business and this has provided insight to shape the
priorities to harness the commitment and high performance
of all employees into the future.

Market position and reputation
The Marketing and Distribution Division trades through
several major brands including Farnell and Newark.
As their product portfolios and customer bases are diverse,
the precise market positions of these brands are hard to
quantify. The roots of these major brands are all over
70 years old and have high recognition and prominence
within their particular markets. They are true multi-channel
operations with online and paper-based product information
and marketing programmes. The success of these
programmes within their key market segments, as well
as their brand reputations, is reviewed through regular
market surveys.

Customer relationships
The MDD businesses have a customer base comprised
of some 2,000,000 customer contacts. Contacts are
typically design, production and maintenance engineers or
procurement specialists. They represent a diverse spectrum
of private and public organisations, covering all industries
and areas of commerce. No single customer represents
more than 2% of Group sales.

The Group has customer relationship management (CRM)
systems within its key MDD businesses. These are adding
to a growing understanding of customers’ needs and
enabling the business to offer specific customers the
services that they most value.
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The MDD businesses manage relationships with customers
through multiple channels including catalogues, websites
and conversations with customers, both by phone and
face-to-face.

Supplier relationships
The MDD businesses work with over 2,500 suppliers, stock
approximately 400,000 products, and offer access to more
than 4,000,000 other products. The Division’s attraction
to suppliers is directly related to its ability to seed new
products to market, to drive customer acquisition across
its global customer base and to drive multi-channel
solutions-based technology marketing.

The supplier base is balanced to offer customers around the
globe a breadth of products from many different suppliers,
while also offering deeper product ranges from some key
suppliers with whom the Division has strategic alliances
and improved commercial terms.

Across Farnell and Newark, the portfolio of suppliers is
managed by an international team. The largest suppliers
within this portfolio include many global premium brands
for whom integrated, go to market strategies are developed.
During the year, the Division continued to build its
proposition to design engineers, securing new distribution
agreements to fill technology gaps and securing territorial
extensions with existing suppliers to support our emerging
businesses in Asia Pacific.

Elsewhere within the Division, supplier relationships are
managed at a business level, enabling specific customer
needs to be met by sourcing, for example, locally branded
products, or value-for-money products from Asia.

Distribution network and inventory
The Marketing and Distribution Division has sales offices
in 24 countries. These are supported by a network of
distribution centres that enable the Division to ship products
anywhere in the world within one to three days. Almost all
orders are dispatched on the day they are placed.

The network is comprised of seven primary
distribution centres:

US – Gaffney (South Carolina) and Springboro (Ohio)

UK – Leeds and Preston

Mainland Europe – Liège (Belgium)

Asia – Singapore

Australia – Sydney

These are supplemented by satellite warehouses in other
locations including Mexico, Brazil and China. Collectively,
this network typically handles over 20,000 orders per day
and stocks some 400,000 products. Technology systems
are therefore central to delivering high service. The network
is managed by a global supply chain team that shares best
practice between locations and drives a programme of
continuous improvement in accuracy, efficiency and service.

At the year end the Group held £155 million of inventory
in its businesses, of which £135 million was in the MDD
businesses.

Inventory is managed on a line-by-line basis, utilising
best in class forecasting and stock monitoring IT systems.
The re-ordering of most products is automated, enabling
purchasing teams to manage order quantity, delivery or
demand exceptions. Order fill rates are among the highest
in the industry, in line with the Group’s commitment to
service excellence. The Division aims to increase stock turns
through the use of ever more intelligent systems, seamless
supply chain integration with suppliers, and elimination of
any non-moving stocks.

The Division uses a variety of third-party carriers to ship
orders. It has a strategic relationship with UPS, its principal
carrier, responsible for approximately two-thirds of its
worldwide deliveries each day.

Business Review continued
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Business Review

CSR Report
Corporate Social Responsibility – a high performance
company working to build a sustainable future
Premier Farnell takes seriously its role as a responsible
corporate citizen and seeks to take account of the
economic, social and environmental impacts of its
operations. It is our belief that acting in this way is a source
of business opportunity, improved competitiveness and
sound business practice.

We have defined Corporate Social Responsibility as the
sustainable development of our business – balancing our
responsibilities to our shareholders, the environment and
society. We believe that by releasing the power of individuals
within Premier Farnell, we can have a positive impact on
society and reduce our impact on the environment.

As an organisation with strong core values, we are driven
to deliver results by being totally reliable, resourceful,
customer focused and by conducting ourselves with
integrity. These values translate into every aspect of our
business. Our CSR programme is helping to create an
organisation in which our employees are proud to work
and in which our stakeholders have confidence.

Our programme is focused on our environmental impacts;
the communities in which we operate; our people; trading
ethically with our customers and suppliers and the health
and safety of our employees.

We have been a member of the FTSE4Good Index of
Corporate and Social Responsibility since its launch in July
2001 and the Group is also a member of Business in the
Community (BiTC), a movement of 700 of the UK’s top
companies committed to improving their impact on society.
We participate in the BiTC Corporate Responsibility Index
and were one of the biggest improvers in the Index results
announced in 2007.

Our programme and reporting follow the framework used in
the BiTC CR Index, facilitating the external validation of our
programme. We use the feedback from our submission to
assist us in identifying those areas where we should focus
our efforts.

Every year we identify, publish and report against specific
improvement targets in this CSR report and have been
doing this since 2002.

Products
Raw materials extraction
Raw materials transportation
Raw materials processing
Manufacturing processes
to make products
Disposal of products at
end of life

Processes
Storage and handling of products
Heating and lighting of premises
IT support
Unpacking and repacking of products
Packaging waste
Catalogue and direct mail production
(paper and energy used)
Manufacturing products (Akron)

Internal Premier Farnell
movements of products
Employee business travel

Transport
Delivery of products from
manufacturer to Premier Farnell
Delivery of products from
Premier Farnell to customers

Premier Farnell carbon footprint
This visual shows the principal steps in the life of a product sold by Premier Farnell.
All of the steps shown in the central box have been taken into account in determining
the Group’s carbon footprint.

Premier Farnell carbon footprint
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The Board has overall responsibility for establishing the
Group’s CSR policies and the Chief Executive Officer
is accountable for ensuring that the Group operates in
accordance with these policies and reviews progress
on a monthly basis. Reporting of our performance is led
by the Company Secretary and the Board receives a
report on the Group’s CSR performance at least every
six months. Periodic updates are provided on the
www.premierfarnell.com website.

A copy of our Corporate Social Responsibility Policy can
be obtained on our website at www.premierfarnell.com/
premier_farnell/csr or by contacting Caroline Walker,
Group Head of CSR and Environmental Affairs on
+44 (0)113 387 5282.

Note
References to years throughout the CSR report are to
calendar years, rather than the Company’s financial year.
Data is presented in this report in two ways: the absolute
total quantity of usage/generation and, to provide a method
of assessing relative performance from year to year, unit rates
based on sales turnover (i.e. quantity per £1,000 of sales).

Highlights of the year
Our major achievements this year have been:

> A further improvement of 10% in our rating in the BiTC CR
Index putting us in the silver category;

> The implementation of a plan to continue reducing carbon
emissions to the lowest practicable and economic level;

> The development of our approach to sustainable
procurement;

> Over 150 teams across the Group made and delivered
community and environmental commitments during
the year;

> The appointment of a full-time Group Head of CSR and
Environmental Affairs;

> Positive feedback from our employee engagement survey
in which the CSR section achieved the highest score of all
major indicators; and

>Monthly feedback of progress on objectives to CEO.

Our performance this year
Environment
The pervasion of electronics in every aspect of today’s world
means that we all rely on electronics for innumerable tasks
each day. Electronic design engineers are under pressure
to design more electronic products, faster, while taking into
account how their design affects the environment and
individual users.

Our responsibility to our customers and the environment
is at the heart of everything we do. It is critical that we meet
our customers’ growing needs for environmentally friendly
products, while decreasing our own environmental impacts.

Our principal environmental impacts are carbon emissions,
our use of paper and packaging and waste. We have set
the following programmes and targets in order to reduce
our impact on the environment.

Three year carbon reduction programme
We have defined our carbon footprint and developed a
strategy and three year plan to reduce our carbon emissions
to the lowest practicable and economic level. We include
in our carbon footprint those of our primary activities over
which we have direct control – all our activities from the
receipt of products into our warehouses to their despatch
to customers (including the production of catalogues
and marketing material); our use and the disposal of
packaging; business travel and the energy required to
operate our facilities.

In those areas outside our direct control (for example the
delivery of products to our facilities by our suppliers and to
our customers by third party carriers), we are working with
our suppliers and customers to better understand the
opportunities for improved efficiency.

Highlights of our carbon reduction programme in 2007
include:

> Completed energy audits in all our major facilities;

> New programmes and targets to reduce consumption
through measurement, energy management and
investment in energy efficient equipment;

> The piloting with our principal third-party logistics provider
of monthly reporting of the carbon emissions created by
our parcel distribution activity; and

> A sustainable procurement programme (covered on
page 48).

Business Review continued
CSR Report



One of the principal drivers of better energy management
is employee behaviour and we actively encourage
employees to conserve the Company’s resources through
our own “green facilities” award scheme. This promotes
environmentally friendly working practices, enabling
individual sites to self-assess their performance, earning
points for conserving energy, reducing waste disposal and
increasing levels of recycling. The scheme, which has been
running since 2003, has this year been given added
impetus by the carbon reduction programme. All our
larger facilities have teams of green champions and a
further five of the Group’s facilities have achieved the green
facility award this year, bringing the total to 12. In 2008
we aim to have all the remaining larger facilities accredited
to this award.

In November 2007, Farnell in Leeds and CPC in Preston
achieved accreditation to the Energy Efficiency Accreditation
Scheme (EEAS) which recognises businesses that are
making positive moves to reduce energy consumption,
become more energy efficient and reduce carbon emissions.

Driving high standards in our use of paper
and packaging
One of our principal environmental impacts is the use of
paper in the publication of our product catalogues and
marketing material and packaging. We take a proactive
approach to reducing the environmental impact of our
publications and packaging, whilst taking into account
economic and market factors.

Premier Farnell communicates with its customers via
a combination of catalogues, direct mail and the web.
Whilst it is the Group’s strategy to increase the level of
web-based business, paper materials continue to be
important in offering customers choice in the way they
select and order products.

This year we have formalised and published the ways in
which we aim to mitigate the impact on the environment
of our paper publications by setting appropriate minimum
standards for their production (paper and print), distribution
and recyclability.

Live Edge
Electronic design for the
global environment

Design engineers are increasingly being
challenged to design electronics that are
environmentally friendly. Through ongoing
engagement with our EDE customer
segment, we are committed to working
together in order to build sustainable
businesses – ours and theirs.

As a part of our commitment to the environment and engagement
with EDE customers, Premier Farnell hosted its first annual Live
Edge competition. The competition challenged EDEs from
around the world to submit designs for innovative products that
utilise electronic components and have a positive impact on the
environment. The winning prize package was valued at US$100,000,
comprising a US$50,000 cash prize and a support package to help
bring the winning design to the market, valued at $50,000.

More than 3,500 engineers registered for the competition from
over 100 countries.

The award announcement was made at a virtual ceremony,
reflecting both our commitment to the web and our commitment
to reducing carbon emissions.

The winning design, a ceiling fan that combines an electronically
commutated motor and controller, and aerodynamically efficient
blade design that reduces fan input power by up to two-thirds of
a traditional fan, was submitted by John Noble. John is an EDE
customer from Malaysia, and he believes that: “Live Edge has
provided design engineers with a forum to focus more on the
issues of sustainability and not just growth.”
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It is our policy to:

> Engage with suppliers of paper and print who can
demonstrate their commitment to mitigating the
environmental impacts of their production processes
through certification to a recognised and properly
managed and audited scheme;

> Specify either virgin paper from certified, sustainable
sources or recycled paper with the highest available
post-consumer recycled content according to cost
considerations and the production constraints of
individual publications;

> Only place contracts with printers who have a published
environmental policy and recognised environmental
certifications;

> Specify that the packaging used for protecting catalogues
and direct mail in the delivery system is manufactured with
recycled and recyclable materials;

> Ensure we maintain up to date customer data which
ensures that the publication is relevant to the end
customer, thereby minimising wastage; and

> Encourage our customers to recycle all publications
and packaging at the end of their lifespan.

We have been setting and achieving targets to reduce the
weight of the paper in our product catalogues for the last
four years and to increase the proportion of post-consumer
recycled material where appropriate.

We are also concerned with reducing the environmental
impact of the packaging we use to protect the products
we supply and to ship our customer orders. This year we
have developed and introduced new cell type packaging
which, in addition to providing enhanced protection for
the integrated circuits we supply, has the added benefit
of being fully recyclable.

At our international distribution centre in Leeds we have
replaced air-filled plastic protective packaging materials with
an environmentally friendly alternative based on recyclable
paper from sustainable sources. This packaging process is
also more energy efficient. At our distribution centres in
the US, we are increasingly re-using inbound packaging
materials and shredded waste office paper for the
same purpose.

At the same time, we are moving to packing boxes which
are manufactured from sustainable, managed sources and
are fully recyclable.

Reducing waste to landfill
Premier Farnell has identified the generation of waste as one
of its three significant environmental impacts. The nature of
our business is such that we place orders on our suppliers
in large quantities and then break down these orders into
the quantities required by our customers. This process
creates waste and we engage with our suppliers with the
objective of minimising waste and specifying packaging
which is recyclable, wherever possible.

We also focus our efforts on minimising the volume of waste
which goes to landfill. Where possible we re-use waste
packaging and, where this is not achievable, we ensure
that it is sorted and recycled.

All our large facilities have recycling programmes and
initiatives in place to increase the volume and types of waste
that are recycled. The CPC facility in Preston, UK currently
achieves the highest proportion of waste recycled at 89%.

Overall, the Group recycles 63% of its waste, up from 59%
in 2006.

As a supplier of electrical and electronic equipment, we
have producer obligations under the WEEE legislation to
provide our customers with a service to enable them to
dispose of their waste electrical and electronic equipment
correctly in compliance with the legislation. Akron Brass,
which manufactures fire-fighting equipment from brass and
aluminium, re-use and recycle the industrial waste created
by their manufacturing process.

Embracing environmental legislation
There is an ever growing list of European environmental
legislation that impacts the Group’s electronic component
distribution businesses. The Restriction of Hazardous
Substances (RoHS) legislation restricts the use of certain
hazardous substances in electrical and electronic
equipment. These substances are restricted to complement
the ease of recycling, re-use and recovery at the end of a
product’s life under the Waste Electrical and Electronic
Equipment (WEEE) Directive. Beyond Europe, countries
such as China, Korea and Australia are all looking to
implement their own versions of RoHS, with others to follow.

The Energy using Products (EuP) Directive looks at the
energy consumption of a product from mining the raw
material right through to its recycling at end-of-life.
Finally, the REACH regulations impose tighter controls
over the use of 30,000 chemicals in Europe.



All these pieces of legislation impact, and are clearly
communicated to, the Group’s principal customer base of
electronics design engineers. Representatives of the Group
were invited to present three training programmes on
European environmental legislation at a recent Academy of
Certified Hazardous Materials Managers conference in India.

Evaluation
We collect data on the amount of energy used and carbon
dioxide emitted, waste disposed and waste recycled by
the Group’s operations in order to assess our
environmental impact.

In order to ensure that we have representative and reliable
environmental data, we review new data each quarter
and compare it to data from prior years. This continual
review and comparison allows us to detect and correct
any errors and may result in the restatement of certain
prior year figures.

Health and safety
Our aim is to provide a safe and healthy environment for
our employees and visitors to our premises and to keep
the number of working hours lost through health and safety
incidents to a minimum.

We monitor both the number of workplace injuries and
illnesses and the number of “lost-time” workplace injuries
and set a target to achieve rates of less than half of the
averages for our industry.

We have our own behaviour-based safety programme,
Safety STAR (Safety Through Accountability and
Recognition), which requires supervisors to encourage
safe work practices, promotes regular safety observations,
encourages and holds employees accountable for working
safely and regularly asks employees for their ideas and
suggestions for improving safety at their facility. Two of
our facilities in the US have achieved Safety STAR status.

In addition, two of the five US businesses: Cadillac Electric
and MCM recorded no injuries and all five of our US
businesses qualified for the US National Safety Council
Occupational Safety Excellence Awards, having achieved
lost-time injury rates of less than half the industry average.

All our UK facilities are accredited to OHSAS 18001: 1999,
the internationally recognised standard for health and safety
management systems.

Total amount used Unit rate
(’000) (’000) (’000) Total used/£1,000 of sales

Type of energy used 2007 2006 2005 2007 2006 2005

Electricity (kwh) 31,268 33,982 35,087 43 40 43
Natural gas (cubic metres) 1,320 1,646 1,666 1.8 1.9 2.1
Propane (kilogrammes) 5 5 5 0.01 0.01 0.01
Fuel oil (litres) 97 90 82 0.1 0.1 0.1
Petrol for company cars/trucks (litres)* 311 664 671 0.4 0.8 0.8
Diesel (litres) 341 1,573 1,723 0.5 2.0 2.0
Petrol for rented cars/trucks (litres)* 647 855 1,022 0.90 1.04 1.26

CO2 emissions Metric tonnes CO2 emitted** Metric tonnnes CO2/£1000 of sales
2007 2006 2005 2007 2006 2005

Total 25,184*** 31,710 33,753 0.035 0.037 0.04

Waste disposed Total amount (000kg) Unit rate (kg per £1000 of sales)
2007 2006 2005 2007 2006 2005

Total 1,577 1,857 2,137 2.2 2.2 2.8

Waste recycled Total amount (000kg) Unit rate (kg per £1000 of sales)
2007 2006 2005 2007 2006 2005

Total 2,653 2,710 2,569 3.7 3.3 3.3

*Assumed 10.5 kilometres/litre of petrol consumed in the USA, and 12.3 kilometres/litre of petrol consumed in Europe and Asia Pacific.
**Utilised World Resources Institute (WRI) recommended CO2 conversion factors.
***The total CO2 emissions for the year were substantially reduced by the disposal of the BuckHickman business in April 2007.
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The estimated cost incurred by our US operations for
injuries resulting in days away from work in 2007 was
$266,000. This cost is based on a $38,000 average cost
per disabling injury (as estimated by the US National Safety
Council). This cost includes wage losses, medical expenses,
administration expenses and employment costs.

In Europe and Asia Pacific the estimated cost for injuries
resulting in days away from work in 2007 was £35,649
applying UK estimates of £2,097 per occurrence, based
on Health and Safety Executive figures.

Marketplace
Our relationships with our customers and suppliers are at
the heart of our business and we believe we can and should
work together to build a sustainable business. This year we
undertook the development of a sustainable procurement
programme and identified the core impacts which are
important to us and which we believe we can influence
through our supply chain. They are:

> Ethical trading – labour practices and working conditions
in our own brand supply chain;

>Waste – generation and disposal of waste;

> Carbon emissions – created by the delivery of goods to
our distribution centres and our shipments to customers;
and

> Paper – used in the production of our product catalogues
and marketing activity.

Highlights of our marketplace programme
in 2007 include:
> Engaging with a social enterprise with considerable

experience and expertise in this area, Action Sustainability,
and securing funding from UK government Department
of the Environment, Food and Rural Affiars (DEFRA) to
assist in the development of a sustainable procurement
programme;

> Development and publication of our supply chain
CSR policy;

> Defining workplace standards for the factories of those
suppliers with whom we contract to produce own brand
products;

> Engaging with eight of our most important own brand
suppliers in order to assess them against our labour
practices and working conditions standards; and

> Development and roll-out of training for our commercial
teams on the environmental and social issues affecting
our supply chains.

Workplace and community
Our aim is to be recognised by existing and potential future
employees as a responsible employer that values its people
and provides an environment in which they can develop their
skills and make a contribution to the success of the business.

We also wish to make a contribution to the communities in
which we operate, building goodwill and a reputation as a
good neighbour and employer. Our community investment
strategy and charitable giving policy support this aim.

Highlights of our workplace and community programme
include:

> Over 150 teams across the Group made and delivered
CSR commitments as part of our activities to launch the
new financial year; and

> 79% of employees thought that Premier Farnell is socially
and environmentally responsible, the highest score in the
employee survey carried out in August.

Our community investment strategy is based upon building
sustainable partnerships with local community groups
using our resources and in particular our time to support
their activities.

Employees are encouraged to volunteer in company time.
Funds are raised principally through employee fundraising
activities and supplemented for specific projects with funds
from the corporate charity budget. All employees are eligible
to apply for funds and these can be a cash donation,
matched funds or goods in kind. The budget of £20,000
has been fully utilised this year.

Our community partners and projects represent causes
with which our employees have demonstrated (through
discussion groups and surveys) their interest and support.
Through dialogue with the community partners, activities
are identified which can be supported by the employee
volunteering programme. These include large projects,
met by team challenges and ongoing, regular activities
met by individual volunteers.

In the US, all of the Group’s businesses participate in the
United Way, a community-based umbrella organisation
supporting various human services organisations with whom
the businesses have had a relationship since the 1980’s.

In each of our US businesses we have employees who
undertake leadership roles in United Way’s fundraising
activities and every year we run a pledge and donations
drive. A number of team and individual initiatives have this
year benefited local community groups and charities



including Adopt a Soldier programmes, donations of
clothing to a homeless shelter and the annual American
Cancer Society’s Daffodil days fundraiser, which is a great
success and hugely popular with employees.

Our largest site in Europe and Asia Pacific is in Leeds, UK.
This is located in an inner city area which borders on the
prosperous and fast developing city centre. Two-thirds of
the employees at this site live in Leeds and of these over
half live in the local area. If we make a difference in our local
community, we contribute to the community in which many
of our employees live.

We have established partnerships with two local groups who
work with the elderly and disengaged young people and a
number of local schools. Regular activities such as escorted
shopping trips and tea dances for the elderly, supporting
primary age children in reading programmes, mentoring of
young people and team gardening challenges have been
undertaken this year by a committed group of volunteers.

Across the Group employees have identified the good
causes they want to support and are giving their time,
money and commitment in a variety of ways: examples
include the donation of money raised through the recycling
of aluminium cans to a local children’s hospital and loose
coin collections to sponsor a child in a developing country.

The Group recognises that these types of activity not only
benefit the community groups and good causes involved,
but also deliver business benefits in providing training and
development opportunities for those employees who
participate. Our new online personal development planning
system “Futures” enables employees to capture the
volunteering activities they have undertaken, assess the
development opportunities and benefits delivered and
discuss these as part of their performance review process
with their line manager.

Awards and achievements
We are delighted to report that five Premier Farnell
companies qualified again this year for the US National
Safety Council Occupational Safety Excellence Awards.
These awards recognised exemplary safety records at
Newark, MCM, Akron Brass, TPC Wire & Cable and
Cadillac Electric sites.

In addition, Ken Manchen our Director of Safety, Health
and Environmental Affairs for the Americas was honoured
with an "Outstanding Commitment to Safety" award by
the National Safety Council for his long and continued
commitment to safety.

We remain a member of the FTSE4Good Index of
Corporate and Social Responsibility. We participated in the
BiTC Corporate Responsibility Index for the third time this
year and improved our rating by a further 10%, putting
us in the silver category of the Index. We are also among
a small number of companies that have participated in the
Business in the Environment regional survey of Corporate
Environmental Engagement every year since its inception in
1999 and shown continual progress, increasing our overall
score by 3% in the latest survey.

This year our UK businesses achieved accreditation to the
Energy Efficiency Accreditation Scheme (EEAS) the national
benchmark standard for energy efficiency in the UK, which
recognises businesses that are making positive moves to
reduce energy consumption, become more energy efficient
and reduce carbon emissions.

Audit of this report
As part of the process of ensuring that we have robust data
as a reference point, our Internal Audit Department have
assessed the processes used to collect and collate the
information contained in this CSR report and their proposals
for improvement have been implemented. The Internal Audit
department carry out a review of the key data presented
in the report every two years and this review has been
undertaken for this report.

Helping Ravenswood Elementary School
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Taste of Ravenswood community event
Newark’s neighbour, Ravenswood Elementary School, is a
90% low income school that has beaten all the odds to be
considered in the top 15% of Chicago Public schools. As
an electronics distribution company in the community, we
wanted to show support and raise funds for the school to
buy electronics for their students to engage and learn at
new levels that would be otherwise unavailable to them.
We had an event called “Taste of Ravenswood” which
involved local establishments donating food and services.
We sold pizza, make your own sundaes, and raffle tickets
to employees for many of the donated items. This raised
awareness both for local businesses and the school. We
also held a ‘Jeans Day’ where employees paid $5 each to
wear jeans and show their support for the school. The
school was extremely grateful for our participation, thank
you notes were received from the entire first-grade class,
the principal and head of the parent’s organisation and we
were included in their monthly newsletter. Our little events
made a difference for almost 500 students – a total of
$3,300 was raised for the school.
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Achieve “green facility” status at two
more locations in the Group.

Carry out an energy audit at Newark and
the Farnell Mainland Europe and Asia
Pacific facilities.

Set targets for reduction in energy
consumption for all business units.

Carry out an audit of printing and copying
equipment to maximise the use of energy
and paper efficient equipment and set
targets for the reduction of paper
consumption at two facilities.

Reduce the grammage of the paper used
for printing the main catalogues in Europe
and Asia Pacific by 10% (lighter weight
paper requires fewer raw materials to
produce and transport, creating fewer
CO2 emissions).

Increase the post-consumer recycled
content of the direct mail pieces across
the Premier Farnell brands.

Reduce the overall weight of paper
consumed in producing the Newark
catalogue by 10%.

Establish programmes at all major US
facilities for recycling used batteries,
computers, fluorescent lamps and pallets.

Target a 5% increase in general recycling
activity at the Liège Distribution Centre.

Five of the Group’s facilities have
achieved “green facility” status this year.

Energy audits have been undertaken and
energy saving opportunities identified in
all the Group’s larger facilities.

Energy efficiency plans have been
developed and are being implemented.

We have achieved accreditation to the
Energy Efficiency Accreditation Scheme
(EEAS), the national benchmark standard
for energy efficiency, in the UK at our
facilities in Leeds and Preston.

An equipment audit has been undertaken
in theUK, the purpose ofwhichwas to
rationalise and update office equipment –
printers, faxes and copierswith the objective
of providing benefits both to the users and
reducing the consumption of energy and
consumables – paper and toner.

The audit recommendations will be
implemented in quarter one FY09.
Savings in energy and consumables are
being quantified and targets set.

The paper grade used for the CPC 2007
catalogue and the Farnell 2008 catalogues
was reduced in line with our target. The
CPC catalogue was printed on 29g/m²,
Nordic Swan certified paper and the
Farnell 2008 catalogues are being printed
on 30g/m² FSC (Forestry Stewardship
Council) certified paper.

MCM have produced their first flyer using
FSC certified paper.

Farnell has changed the paper stock
used for its direct mail campaigns to
papers with a minimum of 45% post-
consumer recycled content.

Due to difficult conditions in the US paper
market, Newark was unable to source
paper with recycled content for their
direct mail programme in 2007. However,
from February of this year, direct mail and
sheet-fed work will all be printed on paper
with a recycled content.

In addition Newark’s 2008 catalogue will
be printed on paper with a minimum of
45% post-consumer recycled content, up
from 35% in the 2007 catalogue.

Ourmajor US facilities nowhave
programmes established for the recycling of
batteries, computers, fluorescent lamps and
pallets. Overall theUSbusinesses increased
levels of recycling from58% to 63%.

Liège increased the amount of waste it
recycles by 16%and now recycles 59%.

Maybrook andCPCnow recycle 66%and
89%of their waste respectively.

Achieve “green facility” status at all
remaining large facilities.

Achieve ISO14001 accreditation at
Farnell France facility.

Implemented carbon reduction plans in
each of the larger facilities to achieve a
10% reduction in the carbon emissions
created by the heating and lighting of
those facilities by 2009 against the
baseline of 2006 carbon emissions.

Achieve EEAS accreditation at the
European Distribution Centre (Liège).

Evaluate US accreditation schemes for
external validation of the US businesses
environmental programmes and, if
appropriate, target accreditation of at
least one business.

Carry out an audit of printing and copying
equipment to maximise the use of energy
and paper efficient equipment and
achieve a 5% reduction in paper
consumption at two of the Company’s
major US facilities.

Work with printers and paper
manufacturers to quantify the carbon
emissions created by the production of
the catalogues and direct mail pieces and
determine what percentage of the
Group’s carbon footprint this activity
accounts for.

Specify recycled paper and/or FSC
certified paper for catalogues and/or
direct mail where available and
competitively priced.

Achieve a further increase in recycling
globally.

Target 2007 Progress Target 2008

Performance against 2007 environmental targets and actions planned in 2008



Continue to monitor the number of
recordable and lost time workplace
injuries and illnesses that occur at our
facilities in 2007, and achieve rates of less
than 50% of the averages for our
industry.

The Group’s occupational injury and
illness rate is compared to occupational
injury and illness rates for other industry
segments as compiled and published by
the US Department of Labor, Bureau of
Labor Statistics for 2006 (being the latest
statistics available).

Achieve Safety STAR status at an
additional facility in 2007.

Encourage each safety manager to
complete 10-hour OSHA-approved
General Industry training in 2007.

Training for Farnell and CPC first line
managers to continue.

Review benchmarking tools to identify
areas where improvements can be
managed through all H&S processes and
systems that will help drive safe systems
of work and reduction in accidents.

Implement Avian Flu Preparedness Plans
in all businesses.

In 2007 the rate at which industrial injuries
and illnesses occurred at Premier Farnell
facilities worldwide was 0.68 injuries per
100,000 hours worked. Our goal was to
have a rate of 50% or less than the
average for our industry. Our industry
average was 1.42 injuries per 100,000
hours worked, putting us below 50% of
the industry average.

The number of lost-time injuries and
illnesses that occurred at Premier Farnell
facilities worldwide was 0.31 lost-time
injuries and illnesses per 100,000 hours
worked. Our industry average was 0.44
lost-time injuries and illnesses per
100,000 hours worked putting us at 72%
of the industry average, but falling short of
our target of 50% of the industry average.
The Group did not achieve the target as a
result of a worse than target performance
in the Europe and Asia Pacific region
which outweighed the better than target
performance in the US.

The Newark Gaffney distribution centre
has implemented a safety observation
programme and achieved Safety STAR
status.

The safety and environmental manager at
Akron Brass has completed her
Occupational Safety and Health
Administration (OSHA)-approved General
Industry training. Safety managers at the
other US businesses have committed to
undertake the training in 2008.

A number of new courses have been
developed for the Online Learning Centre
namely Managing Health & Safety in the
Workplace; Introduction to Health &
Safety at Work; Manual Handling; DSE
Workstation Assessment and Training and
Accident Investigation.

The first line managers at Maybrook have
completed courses in Manual Handling
and Managing H&S at Work. The first line
managers at CPC have completed the
Manual Handling course.

Discussions have been undertaken
with the British Standards Institute to
understand the potential benefits of
benchmarking tools.

The benchmarking tool offered by BSI
was not considered appropriate and this
piece of work will not be progressed.

The Avian Flu Preparedness plans have
been reviewed by the Group’s Safety,
Health and Environment Officers. The
plans are considered to be effective and
sufficient for the current situation.

Continue to monitor the number of
recordable and lost time workplace
injuries and illnesses that occur at our
facilities and achieve rates of less than
50% of the averages for our industry.

Achieve Safety STAR status at
Akron Brass.

Develop and deliver training on
implementing risk assessment online and
face to face in Farnell Leeds and CPC.

National Examination Board for
Occupational Safety and Health
(NEBOSH) certificate level training
completed for two key managers at the
Leeds distribution centre.

Target 2007 Progress Target 2008

Performance against 2007 health and safety targets and actions planned in 2008
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Business Review continued
CSR Report

Follow up the supplier engagement with
a CSR questionnaire.

Include CSR criteria in all new supplier
audit and selection processes.

Widen the policy to include environmental
practices.

This target was re-scoped as we
developed our understanding and focus
through our sustainable procurement
programme.

A supply chain policy has been written
and published, sustainability criteria have
been incorporated into processes, job
descriptions, development plans and
vendor scorecards. A supplier survey has
been developed and is being piloted with
eight of our own brand suppliers.

A training workshop has been developed
and is being delivered to commercial
teams to increase awareness and
understanding of sustainable
procurement practices.

The Premier Farnell supply chain CSR
policy includes the environmental impacts
of carbon emissions, waste and paper
and is published on the Premier Farnell
website.

Complete the labour practices and
working conditions assessment and have
agreed plans in place as appropriate for
the Group’s eight most important (by
sales value) own brand manufacturers
in Asia.

Develop a sustainable procurement
programme at Newark, sharing learning
and best practice from the European
programme.

Engage with key suppliers on waste and
carbon emissions.

Sign up to the BiTC Marketplace
Principles.

Target 2007 Progress Target 2008

Performance against 2007 marketplace targets and actions planned for 2008



Achieve a further improvement in our
score in the BiTC CR Index

Continue to monitor the rates and causes
of employee absenteeism and take
actions to achieve reductions

The Group participated in the BiTC CR
Index for the third time this year.
The Group achieved a rating at the top
end of the silver ranking, with a score
of 88%, an increase of 10% on the
previous year.

The Group monitors the rates of
absenteeism and also the causes.

The average rate of employee
absenteeism across all the US
businesses of 1.63% was lower than the
US national rates of 1.87% for same size
organisations.

Since absenteeism rates keep parity with
US national rates, reduction targets are
not set in the US.

In Europe targets were set for each of the
distribution centres and call centres. The
absence rates represent hours lost
divided by hours available and targets
were achieved with the exception of the
Maybrook Distribution Centre. Whilst
short-term absence has been controlled
at Maybrook, there has been a higher
than expected long-term absence rate.
The management team continue to
monitor this and the appropriate actions
are taken to reduce this wherever
possible for example phased return to
work and lighter duties.

Achieve a further improvement in our
score in the BiTC CR Index as part of our
progress towards our target of achieving
Platinum status by 2010.

Continue to monitor the rates and causes
of employee absenteeism and take
actions to achieve reductions

Target 2007 Progress Target 2008

Performance against 2007 workplace and community targets and actions planned in 2008
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Board of Directors
& Officers



Sir Peter Gershon*, CBE, FREng,
Chairman, Aged 61
Appointed as Non-Executive Chairman
1 March 2005. Currently Chairman of
Symbian Limited, GHG Limited (General
Healthcare Group) and Vertex Data Science
Limited. He is also a member of the
Advisory Board of the UK Defence Academy
and the Court and Council of Imperial
College. Formerly Chief Executive of the
Office of Government Commerce, Managing
Director of Marconi Electronic Systems
and a member of the GEC plc Board.

Harriet Green, BA (Hons) Aged 46
Appointed as Chief Executive Officer 3 April
2006. Previously ran volume distribution
businesses in four continents, (including
Asia Pacific) for Arrow Electronics as well as
having functional responsibility for worldwide
marketing, suppliers and strategy. Prior to
joining Arrow in 1994 was Managing Director
of the Macro Group, part of Diploma plc.

Laurence Bain, CA Aged 54
Appointed Chief Operating Officer July 2002
and joined the Board as an Executive Director
on 1 July 2003. Previously Vice President and
Director of Operations for Motorola in Europe,
Middle East and Africa

William B Korb*, B.S.I.E. AMP Aged 68
Appointed as a Non-Executive Director
in January 2003. Formerly President and
CEO of Gilbarco Incorporated. Non-Executive
Director of Cambrex Corporation.

Paul Withers MA Aged 51
Appointed as a Non-Executive Director
in September 2007. Formerly Main Board
Director of BPB plc. Non-Executive Director
of Hyder Consulting.

Cary J Nolan*, BA B.S.E.E. Aged 65
Appointed as a Non-Executive Director in
July 1999. Formerly President, CEO Picker
International Inc., President Cooper Surgical
and President Xerox Medical Systems
Division. Non-Executive Director of Toshiba
Medical and Tomotherapy Inc.

Mark Whiteling, M.Comm (Hons)
Aged 45
Appointed as Chief Financial Officer
1 September 2006. Formerly Group Finance
Director Communisis plc, the pan-European
print management/direct mail group. Prior to
joining Communisis in November 2004, he
was Group Finance Director of Tibbett &
Britten plc, a FTSE 250 logistics company.

Steven Webb, LLB Solicitor Aged 45
Appointed as Company Secretary and
General Counsel in December 2000.
Previously Company Secretary and General
Counsel of Kelda Group plc and Company
Secretary of Kalon Group plc

John Roques*, CA Aged 69
Appointed as a Non-Executive Director in July
1999. Non-Executive Director, BBA Aviation
plc and Henderson Group Plc. Formerly
senior partner Deloitte & Touche.

Dennis Millard CA (SA) MBA Aged 59
Appointed as a Non-Executive Director
in September 2007. Formerly Group Finance
Director of Cookson Group plc. Non-
Executive Chairman of Smiths News Plc,
Non-Executive Director of Debenhams plc,
EAG Limited and Xchanging plc.

Andrew Dougal*, B Acc, CA Aged 56
Appointed as a Non-Executive Director
in September 2006. Formerly Chief Executive
of Hanson plc, the international building
materials company and previously Finance
Director of Hanson, the diversified industrial
group. Non-Executive Director of Taylor
Wimpey plc, Creston Plc and formerly of
BPB plc

*Non-Executive Directors.

Committees
Membership at March 2008

Audit Committee
John Roques (Chairman)
Andrew Dougal
Cary Nolan
William Korb
Dennis Millard

Nominations Committee
Sir Peter Gershon (Chairman)
William Korb
John Roques

Remuneration Committee
Andrew Dougal (Chairman)
William Korb
Cary Nolan
John Roques
Paul Withers
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The Premier Farnell Leadership Council (PFLC) was formed
to be a global, representative and flexible leadership body,
focused on building the organisation and ensuring the results
committed through the implementation of the Group’s
strategy are delivered for customers, suppliers, shareholders
and employees. Through their innovative thinking and
professional expertise, the PFLC breaths life into the
strategy, drives flawless execution and works constantly to
put people at the very heart of Premier Farnell in the quest
to become a truly high performance organisation. Another
part of the Council’s activities is to evaluate the risks and
opportunities to both our strategy and business. At its core
the PFLC comprises the direct reports of the Chief
Executive Officer and Chief Operating Officer – the individual
business leaders and functional heads.

The flexible nature of the Council means it also draws on the
participation of professional experts from across the Group
at all levels, as well as talented performers as part of their
ongoing development. Such a breadth of involvement
ensures that decisions are well guided, well formed and
always in touch with the needs of the business. This
dynamic leadership body is key to the needs of an
expanding organisation.
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Photographed here are some of the members of the Premier Farnell
Leadership Council working at a recent event at the European
Distribution Centre in Liège, Belgium.

The Premier Farnell
Leadership Council
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Corporate Governance

 
 

The Company is committed to high standards of corporate 
governance throughout the Group. The Board is accountable to the 
Company’s shareholders for good governance and this statement 
describes how the principles identified in the Combined Code on 
Corporate Governance (as updated in June 2006) are applied by 
the Company. 

The Board confirms that the Company has complied with all of the 
provisions set out in Section 1 of the Combined Code throughout 
the year, except that Non-Executive Directors did not attend 
meetings with major shareholders. This point is explained below. 

Directors 
At the start of the year, the Board consisted of the Chairman,  
four Non-Executive Directors and three Executive Directors.  
On 1 September 2007 Dennis Millard and Paul Withers joined  
the Board as Non-Executive Directors. 

The Chairman continued with his other commitments consisting  
of the Non-Executive Chairmanships of Symbian Limited and GHG 
Limited (General Healthcare Group) and his memberships of the 
HM Treasury Board (which ceased at the end of March 2008),  
the Advisory Board of the UK Defence Academy and the Court  
and Council of Imperial College. During the year he took up the 
Non-Executive Chairmanship of Vertex Data Science Limited  
and stepped down from the BT European Advisory Board. 

All the Non-Executive Directors who have served during the year  
are considered by the Board to be independent and each Director 
has provided written confirmation that they have no relationships 
with the Company that might compromise their independence. 

John Roques is the Company’s Senior Independent Non-Executive 
Director and is available to shareholders if they have concerns which 
contact through the normal channels cannot resolve, or where the 
normal channels are inappropriate. 

Biographies of the Board members appear on page 55.  
These indicate the high level and broad range of experience  
that they possess. The Directors’ knowledge of the Group’s 
business and of legal, accounting and market developments is 
frequently updated by presentations made at Board and Board 
Committee meetings. 

The appointment letters for Non-Executive Directors include  
the time commitment expected of them and confirmation that  
they have sufficient time available to meet this commitment.  
Non-Executive Directors are required to obtain the approval  
of the Chairman before taking on further appointments and the 
Chairman requires approval from the Board before adding to  
his commitments. 

A formal and comprehensive induction process is in place for  
new Directors. This includes presentations from management  
and site visits. 

Any Director appointed during the year is required, under the 
provisions of the Company’s Articles of Association, to retire and 
seek election by shareholders at the next Annual General Meeting. 
The Articles also require that every Director must retire and seek  
re-election at least every three years. 

The Board – role and meetings 
The role of the Board is to: 

• provide entrepreneurial leadership of the Company within a 
framework of prudent and effective controls which enable risk  
to be assessed and managed;  

• set the Company’s strategic aims, ensure that the necessary 
financial and human resources are in place for the Company  
to meet its objectives, and review management performance;  

• set the Company’s values and standards and ensure that its 
obligations to its shareholders and others are understood  
and met;  

• ensure adequate succession planning is in place for the Group’s 
most senior management; and 

• establish and monitor the Group’s policies and performance in 
the area of corporate social responsibility. 

The Board reviews strategic issues on a regular basis and exercises 
control over the performance of each operating company within the 
Group by agreeing budgetary targets and monitoring performance 
against those targets. Certain matters are reserved for approval by 
the Board and the Board has overall responsibility for the Group’s 
system of internal controls and risk management, as described later 
in this report. 

The roles of the Chairman and Group Chief Executive are clearly 
defined and separate. The Group Chief Executive is responsible for 
the executive management of the Group’s business; the Chairman 
runs the Board.  

The Board has five scheduled meetings each year and others as 
required. During 2007 two additional Board meetings were held to 
consider specific matters. The matters reserved to the Board for 
decision include major capital expenditure, significant investments 
or disposals, treasury policy and the appointment and removal of 
the Company Secretary. In certain areas, specific responsibility  
is delegated to committees of the Board within defined terms  
of reference. 

The Audit and Remuneration Committees have, respectively,  
five and four scheduled meetings each year, although additional 
meetings may be held where required. The Nominations Committee 
meets as required. 

During the year, all Directors attended the Board meetings that  
were held during their respective periods of service, apart from  
Cary Nolan, who was absent for one meeting. All of the members  
of the respective committees attended the five Audit Committee, 
four Remuneration Committee and two Nominations Committee 
meetings that were held, except for one meeting of each of the 
Audit and Remuneration Committees that Cary Nolan was unable 
to attend.  

Complete copies of the terms of reference of the Audit, 
Remuneration and Nominations Committees are available  
on the Company’s web site at www.premierfarnell.com.  
The membership of the Committees appears on page 55. 
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The Non-Executive Directors held meetings during the year without 
the Executive Directors present to discuss, among other things,  
the performance of the Company and the Executive Directors, and 
the Non-Executive Directors met without the Chairman present to 
discuss the Chairman’s performance. 

There is an agreed procedure for Directors to take independent 
professional advice at the Company’s expense, if necessary, in the 
performance of their duties. This is in addition to the access that 
every Director has to the Company Secretary. The Company 
Secretary is charged by the Board with ensuring that Board 
procedures are followed and for advising the Board on all 
governance matters. 

The Board has adopted a number of corporate governance 
policies, including a Group Code of Ethics covering issues such as 
conflicts of interest, fraud and whistle-blowing. A copy of the Code 
is also available on the Company’s web site. The Company has 
implemented arrangements with an independent organisation to 
receive information from employees for whistle-blowing purposes. 
The Company has also adopted policies on share dealing and 
inside information. 

To enable the Board to function effectively and assist Directors to 
discharge their responsibilities, full and timely access is given to all 
relevant information. In the case of Board meetings, this consists of 
a comprehensive set of papers, including regular business progress 
reports and discussion documents regarding specific matters.  
In addition, individual Directors meet with senior management and 
are encouraged to make periodic site visits, including overseas 
where appropriate. Senior managers are regularly invited to Board 
meetings and make business presentations. 

The Chairman, supported by the Company Secretary, maintains  
a rolling twelve-month agenda for Board meetings to ensure all 
relevant matters are planned in to the cycle of meetings and 
considered at the appropriate time. 

The Board – performance evaluation 
During the year a performance evaluation was carried out covering 
the Board, each of the principal Board Committees and individual 
Directors. The evaluation process consisted of a one to one 
discussion between the Chairman and each of the other Directors 
and the Company Secretary. This discussion was based on a  
series of questions devised for the purpose and circulated before 
each meeting. These questions combined those used for the 
previous year’s evaluation with additions designed to increase the 
breadth and depth of the evaluation. In addition, each Director 
completed a questionnaire appraising the performance of each 
other Director. The results of these evaluations were collated by  
the Company Secretary and considered by the Chairman or,  
in the case of the Chairman, by the Senior Independent Director. 
The Chairman discussed with each Director points arising from  
his or her evaluation. 

The evaluation of the Chairman was discussed in a meeting of the 
Non-Executive Directors led by the Senior Independent Director. 
The Chief Executive was invited to attend part of the meeting to  
give her views. The Senior Independent Director subsequently 
discussed the outcomes of this evaluation with the Chairman. 

The performance of the Board as a whole, and of each of its 
principal Committees was considered by the Board. The Chairman 
led this discussion, based on the results of his one to one 
discussions. The Board also reviewed the main outcomes of the 
prior year’s evaluation process and the actions taken. 

The main points from this review were that: 

2007 Performance Review – outcomes and actions  
Outcome Action  

Chairman and CEO to consider 
appropriate points at which the 
Board should spend time 
dedicated to considering the 
Group’s strategy. 

Full update on progress on the 
strategy announced in October 
2006 provided and discussed  
in December 2007. 

Hold one Board meeting  
each year other than at the 
Company’s London office, 
combining the meeting with  
an additional business purpose. 
 

September 2007 Board  
meeting held in the US and 
combined with visit to a Newark 
branch, meetings with members 
of the US management team  
and a detailed review of the 
Newark business. 

 Nominations Committee to be 
more pro-active in considering 
the future composition and 
membership of the Board. 

Committee met in January 2007 
and identified the key 
requirements for new Non-
Executive Directors and the 
process to recruit them, in 
anticipation of the periods of 
service of two existing Non-
Executive Directors coming to  
an end at the Company’s  
Annual General Meeting in 2008. 
This led to the appointments of 
Paul Withers and Dennis Millard. 

2008 Performance Review – main outcomes 
• In addition to the performance targets contained in the 

Company’s Performance Share Plan, agree a small number of 
additional criteria to assess the success of the Company over  
a three to five year timeframe. 

• Review the purpose and frequency of Non-Executive Director 
only meetings. 

• Continue to improve the quality of Board papers. A first step  
will be for Non-Executive Directors to provide specific  
feedback on each paper produced for three Board and  
Board Committee meetings. 

• Consider what steps can be taken to mitigate the time pressure 
on Board meetings. 

• Document the process for evaluation of the performance of the 
Chief Executive. 

Remuneration 
The composition and role of the Remuneration Committee is set  
out in the Remuneration Report on pages 64 to 70. 

Full details of Directors’ remuneration and a statement of  
the Company’s remuneration policy also appear in the 
Remuneration Report. 

Each Executive Director abstains from any discussion or voting at 
full Board meetings on Remuneration Committee recommendations 
where the recommendations have a direct bearing on his or her 
own remuneration package.  

The details of each Executive Director’s individual package are fixed 
by the Remuneration Committee in line with the policy adopted by 
the full Board. 
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Nominations Committee 
The Nominations Committee, comprising the Chairman, the  
Senior Independent Director and William Korb, meets as necessary. 

The Committee’s principal function is to provide advice and 
recommendations to the Board on any appointments to the Board. 
The Committee also keeps the composition and balance of the 
Board under review. 

During the year, the Committee was involved in the appointments of 
Dennis Millard and Paul Withers as Non-Executive Directors. As well 
as making recommendations to the Board as a whole, Committee 
members consulted Non-Executive and Executive Directors 
individually on these appointments. External search agencies were 
used to identify suitable candidates, based on descriptions of the 
roles and the required capabilities supplied by the Committee. 

Audit Committee and internal control 
The primary role of the Audit Committee is to keep under review the 
Group’s financial and other systems and controls and its financial 
reporting procedures. In fulfilling this role, the Committee receives 
and reviews work carried out by the Internal and External Auditors 
and their findings. The Company’s Internal Audit department  
works to an annual programme developed in consultation with  
the Committee, as well as covering specific matters arising during 
the year. 

The Audit Committee’s terms of reference are available on the 
Company’s web site. In addition, and following a recommendation 
from the Smith Report, the Committee has also adopted and 
implemented a Group-wide policy restricting the appointment  
of former employees of the external auditors. 

John Roques, the Committee’s Chairman, was formerly the UK 
senior partner at the accounting firm Deloitte & Touche and brings 
financial expertise to the Committee. As previously announced, 

The Committee keeps the scope and cost effectiveness of both  
the internal and external audit functions under review. This now 
includes an annual review of the effectiveness of the external 
auditors, including their quality control procedures. During the year 
Deloitte & Touche carried out an assessment of the Internal Audit 
Department’s effectiveness and the results of that review were 
presented to and considered by the Committee.The Committee 
identified a number of areas for improvement and work has 
commenced on implementation.  

The independence and objectivity of the external auditors is also 
considered on a regular basis, with particular regard to the level of 
non-audit fees. The split between audit and non-audit fees for the 
year to 3 February 2008 and information on the nature of the non-
audit fees incurred appear in note 4 to the Consolidated Financial 
Statements. The non-audit fees were paid in respect of assurance 
and tax compliance work and are considered by the Committee  
not to affect the independence or objectivity of the Auditors. 

The external auditors’ appointment is subject to review every four 
years by the Committee and the lead audit partner is rotated at  
least every five years. The Committee also maintains a formal policy 
on the provision of non-audit services by the auditors, which is 
reviewed each year. This policy prohibits the provision of services 
such as financial information systems design and implementation; 
internal audit outsourcing and legal services and requires that others 
are subject to prior approval by the Committee or its Chairman.  
This policy allows specific tax compliance services within defined 
monetary limits to be pre-approved by the Committee at the 
beginning of the year. All other permitted non-audit services are 
considered on a case-by-case basis. 

At each of its meetings, the Committee is provided with information 
on all non-audit services provided by the auditors and the estimated 
cost of such services. The Committee monitors such costs, in the 

The Committee also receives an annual confirmation of 
independence from the auditors. 

Throughout the year, the Group has been in full compliance  
with the applicable provisions on internal control contained in  
the Combined Code. 

The Board has overall responsibility for the Group’s system of 
internal controls and risk management, designed to safeguard 
shareholder investment and the Company’s assets. The Audit 
Committee monitors the system’s effectiveness on behalf of the 
Board and reviews it at least annually, while responsibility for 
implementing the system rests with the Executive Directors.  
The system includes an ongoing process for identifying, evaluating 
and managing significant business risks. However, any system  
can provide only reasonable and not absolute assurance of  
meeting internal control objectives and is designed to manage 
rather than eliminate the risk of the Company failing to meet its 
business objectives. 

Summarised below are the ways in which risks are identified; the 
controls that are in place and the assurance steps that are taken. 
The processes described have been in place for the year and 
accord with the Internal Control Guidelines for directors on the 
Combined Code issued by the Financial Reporting Council (the 
“Turnbull Guidance”).  

Risk identification 
As well as the risks that management identifies through the ongoing 
processes of reporting and comparing actual performance against 
detailed financial and operating plans, analysing significant variances 
and scrutinising key performance indicators, the risk identification 
processes include: 

• An ongoing ‘risks and controls’ process for identifying, evaluating 
and managing major business risks. During the year business 
and function leaders have operated the process, which has  
been coordinated by the Head of Internal Audit. The results of 
the process are reviewed by the Audit Committee;  

• Internal audit and external audit reports which, as well as 
commenting on controls to manage identified risks, also identify 
new risk areas; 

• A Code of Ethics that encourages employees to report any  
areas of concern regarding compliance with financial and other 
controls, combined with a confidential whistle-blowing helpline; 

• A Disclosure Committee that meets at least four times a year  
to review all financial statements issued by the Company.  
The minutes of all meetings of this Committee are received  
by the Audit Committee; and 

• A quarterly process which collates all contingent liabilities 
identified by business units and function heads and leads  
to their presentation to the Disclosure Committee and the  
Audit Committee. 

The identification of key risks is also embedded in the Group’s 
ongoing consideration of its strategy. Quarterly meetings of senior 
managers from the Group’s business units and central functions  
are held to monitor progress in respect of the Group’s strategy  
and consider how it should respond to market developments.  
Two of these meetings are dedicated, in part, to addressing  
the identification and mitigation of risks that may affect the  
Group’s strategy. 

Controls 
• A Code of Ethics that is widely communicated (including via the 

Group intranet) and supported by a module on the Group’s on-
line learning centre that clearly defines expected standards of 
business behaviour; 

Dennis Millard is proposed to assume Chairmanship of the 
Committee on John Roques' retirement and is considered to 
have the necessary financial expertise for the role.

context of the audit fee for the year, in order to ensure that the  
value of non-audit services does not increase to a level where it has

 

the potential to affect the auditors’ objectivity and independence. 
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• Formal authorisation procedures for all investments; 

• Clear responsibilities on the part of line and financial 
management for the maintenance of good financial controls  
and the production and review of detailed, accurate and timely 
financial management information; 

• The control of key financial risks through clear authorisation levels 
and proper segregation of duties; 

• A comprehensive financial review cycle, which includes  
an annual budget approved by the Board and review of monthly 
variances against detailed financial and operating plans; 

• A quarter-end controls checklist. This includes sign off from both 
the CEO and CFO of each business covering internal controls, 
legal and regulatory compliance, Code of Ethics, and tax issues 
as well as financial controls; and 

• A process of internal control self-assessment, coordinated by 
Internal Audit. 

Assurance 
• The ‘risks and controls’ process clearly identifies senior 

management responsibilities for risk mitigation action plans; 

• Internal Audit independently reviews the ‘risks and controls’ 
process operated by management; 

• Internal Audit carries out independent audits. The annual Internal 
Audit plan, agreed with the Audit Committee at the start of  
each year, provides a high degree of financial and location 
coverage, as well as allocating a significant proportion of effort  
to reviewing the risk management frameworks surrounding  
major business risks; 

• Internal Audit reports include recommendations to improve 
internal controls, together with agreed senior management 
responsibility and target resolution dates. The Internal Audit 
Reports, included in the papers for every Audit Committee 
meeting, summarise these recommendations; 

• Internal Audit follows up implementation of recommendations. 
The follow up process for high priority internal audit issues 
includes monthly status reporting to senior management and  
to the Audit Committee; 

• The Audit Committee receives a full report from the Head of 
Internal Audit each year on the department’s work and findings, 
in addition to the updates on specific issues provided at each 
meeting of the Committee; 

• The effectiveness of the internal audit function is externally 
assessed every three years. In each other year an internal self-
assessment is carried out in accordance with ICAEW guidance. 
The results of external and internal assessments are reported to 
the Audit Committee; 

• A comprehensive external audit plan is agreed with the  
Audit Committee; 

• The effectiveness of the external auditor is reviewed annually  
and reported to the Audit Committee; and 

• Certification is required from individual executive managers of 
relevant sections of all financial statements. 

An executive management committee, the Disclosure Committee, 
monitors and reviews processes for disclosures made by the 
Company to its shareholders and reviews such disclosures before 
they are considered by the Board.  

The Audit Committee reports to the Board on its activities and  
all Board members receive copies of the minutes of Audit 
Committee meetings.  

The Audit Committee has completed its review of the effectiveness 
of the Group’s system of internal controls during the year and 
confirms that the necessary action plans to remedy identified 
weaknesses in internal control are in place. 

The statement of the Directors’ responsibilities in relation to the 
accounts appears on page 63. 

Going concern 
After making enquiries, the Directors have a reasonable expectation 
that the Company and the Group have adequate resources to 
continue in operational existence for the foreseeable future. For this 
reason, they continue to adopt the going concern basis in preparing 
the accounts. 

Communication with stakeholders 
The Company places a great deal of importance on communication 
with its stakeholders. 

There is regular dialogue with individual institutional shareholders  
as well as general presentations after the interim and preliminary 
results. Since Harriet Green’s appointment as Chief Executive  
in April 2006, regular and frequent meetings have been held  
with a significant number of such shareholders. All Company 
announcements are published on the Company’s web site, 
together with presentation materials. 

The Board regards the discussion of the Company’s strategy as 
primarily the role of the Chief Executive and this forms part of the 
regular meetings held with institutional shareholders. The Board  
also receives copies of analysts’ reports on the Company.  

During the year, external advisors provided the Board with regular 
reports on the investment community’s views on the Company  
and its management, including a comprehensive “investor audit”. 

The Chairman is available to shareholders at any time to discuss 
strategy and governance matters. While Non-Executive Directors 
do not ordinarily attend meetings with major shareholders, they 
would do so if this were requested by shareholders. 

All ordinary shareholders have the opportunity to ask questions at 
the Company’s Annual General Meeting. All Directors are usually 
available to take questions at the meeting. 

At the AGM, separate resolutions are proposed on each separate 
issue and proxy forms allow shareholders to vote for or against, or 
to withhold their vote on each resolution. 

The results of proxy voting are made available on the Company’s 
website after the meeting and at the meeting itself to shareholders 
who attend. 

The notice of the AGM is sent to shareholders at least 20 working 
days before the meeting. 

As discussed in the Directors’ Report, employee communication  
is given high priority. As well as formal structures, such as the 
Company’s European and UK Works Councils, considerable time is 
devoted to other forms of employee communication. These include 
extensive employee briefings conducted by the Chief Executive and 
other members of senior management at regular intervals and a 
Group-wide intranet that is updated daily with information relevant 
to employees. 

The Group also communicates widely with suppliers and 
customers, both individually and through group events such  
as seminars on key industry developments and focus groups. 

The Group is also active in its local communities, as described  
in the Corporate Responsibility section of the Business Review. 

• Defined organisational structure with appropriate delegation  
of authorities; 
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Principal activities and business review 
A detailed review of the Group’s activities and the development  
of its business, together with an indication of likely future 
developments and a description of the principal risks and 
uncertainties it faces, are set out on pages 3 to 42. Information  
about environmental matters, employees and social and  
community issues appear on pages 43 to 53. 

The principal activity of the Group remains unchanged and is the 
distribution of electronic, electrical and industrial products to the 
design, maintenance and repair sectors. 

Profit and dividends 
The Group’s operating profit for the financial year from continuing 
operations was £88.0 million (2007: £83.1 million). The Group’s 
profit for the financial year attributable to ordinary shareholders was 
£36.3 million (2007: £52.4 million).  

The Directors recommend that a final dividend of 5.2 pence  
(2007: 5.0 pence) per ordinary share be paid on 25 June 2008  
to those shareholders on the register of members at the close of 
business on 30 May 2008. An interim dividend of 4.0 pence per 
ordinary share was paid on 17 October 2007, making a total for  
the year of 9.2 pence (2007: 9.0 pence) per ordinary share. 

The Premier Farnell Executive Trust holds ordinary shares in the 
Company (acquired in the market) in order to meet obligations 
under the Premier Farnell Performance Share Plan or to provide 
similar employee benefits. The trustees have waived the right to 
receive dividends in respect of the ordinary shares held by the Trust. 

Disposals 
On 10 April 2007 the Group sold the BuckHickman business,  
part of the Marketing and Distribution Division, Europe and Asia 
Pacific, to the BSS Group plc. The pre-tax loss on disposal was 
£13.6 million, after a write-off of goodwill allocated to this business 
of £19.3 million, and the net cash consideration received in the  
year was £24.4 million. 

Further details of the disposal are given in note 24 to the 
Consolidated Financial Statements. 

Share capital 
Details of the changes in the issued, ordinary share capital of the 
Company during the year are set out in note 20 to the Consolidated 
Financial Statements. 

At the forthcoming Annual General Meeting, the Company will be 
seeking authority to purchase its ordinary and preference shares. 
Authorities were previously granted at the Annual General Meeting 
in 2007, but expire at the close of the forthcoming meeting. 

During the year under review the Company purchased 1,236,500  
of its cumulative redeemable preference shares in the market for  
a total consideration of £17.7 million. These shares had a nominal 
value of £1,236,500 and represented 17.64% of the cumulative 
convertible redeemable preference shares in issue prior to  
such purchases. All shares purchased were then cancelled.  
The purchases are considered to be beneficial to the ongoing 
earnings and cash flow profile of the Group.  

During the year, the Premier Farnell Executive Trust acquired 
1,153,693 of the Company’s ordinary shares for a total 
consideration of £2.5 million, in order to meet future obligations 
under the Premier Farnell Performance Share Plan. 

Directors 
The names and biographical details of the Directors who held office 
at the date of this report appear on page 55. No other Directors 
held office during the year.  

In accordance with the Company’s Articles of Association, Sir Peter 
Gershon will retire at the forthcoming Annual General Meeting of  
the Company and offer himself for re-election. A formal evaluation 
process having been carried out during the course of the year in 
respect of Sir Peter, his performance continues to be effective and 
he continues to demonstrate commitment to his role.  

Dennis Millard and Paul Withers, who were appointed during the 
year, will retire and offer themselves for election at the forthcoming 
Annual General Meeting. Dennis Millard and Paul Withers are  
Non-Executive Directors and do not have service contracts.  

During the financial year ended 3 February 2008 the Company 
provided indemnities to each of its Directors in accordance with the 
provisions of the Company’s Articles of Association providing for the 
indemnification of Directors out of the assets of the Company to the 
extent permitted by law. These indemnities constitute qualifying third 
party indemnities for the purposes of the Companies Act 2006 and 
remain in force at the date of approval of this report. 

As announced on 19 March 2008, John Roques and Cary  
Nolan will retire from the Board with effect from the close of  
the Company’s Annual General Meeting in June 2008. 

Additional information relating to Directors’ remuneration, service 
contracts and interests in the Company’s shares is given in the 
Remuneration Report on pages 64 to 70. The details of Directors’ 
interests in the Company’s shares form part of this report. 

Information required by section 992 of the  
Companies Act 2006 
Details of the Company’s issued share capital are set out in  
notes 15 and 20 to the Consolidated Financial Statements.  
The Company’s authorised share capital comprises ordinary  
shares of 5 pence each nominal value and cumulative convertible 
redeemable preference shares of £1 each nominal value.  
As at 3 February 2008, the ordinary shares and preference  
shares represented 75.95% and 24.05% respectively of the 
Company’s total share capital. 

The rights attached to the Company’s ordinary shares and its 
preference shares, in addition to those conferred on their holders  
by law, are set out in the Company’s articles of association (the 
“articles”), a copy of which can be obtained on request from the 
Company Secretary. A summary of the rights attached to the 
preference shares appears in note 15 to the Consolidated  
Financial Statements.
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The articles contain certain restrictions on the transfer of ordinary 
and preference shares and on the exercise of voting rights attached 
to them, including where the Company has exercised its right to 
prohibit transfer following the omission of their holder or any person 
interested in them to provide the Company with information 
requested by it in accordance with Part 22 of the Companies Act 
2006. Holders of preference shares are entitled to receive notice of, 
but not attend or vote at general meetings of the Company other 
than in limited circumstances. 

Rules about the appointment and replacement of Directors are set 
out in the articles. Changes to the articles must be approved by 
shareholders passing a special resolution. The Directors’ powers 
are conferred on them by UK legislation and by the articles. 

The Directors’ authority to effect purchases of the Company’s 
shares on its behalf is conferred by resolution of the shareholders 
and renewed annually at the Company’s Annual General Meeting. 

There are no agreements between any Group company and any  
of its employees or any Director of the Company which provide for 
compensation to be paid to the employee or Director for termination 
of employment or for loss of office as a consequence of a takeover 
of the Company, other than provisions that would apply on any 
termination of employment. 

The Company’s multi-currency bilateral bank facilities contain 
provisions allowing the lending banks to exercise termination or 
other rights in the event of a change of control. 

The trustees of the Premier Farnell Executive Trust (an employee 
benefit trust) may vote or abstain from voting shares held in the trust 
in any way they see fit. 

Financial instruments 
Information on the Group’s financial risk management objectives 
and policies and on the exposure of the Group to relevant risks  
in respect of financial instruments is set out under the heading 
Treasury Operations on page 38 and in note 19 to the Consolidated 
Financial Statements. 

Supplier payment policy 
The Group’s operating companies are responsible for agreeing 
terms and conditions under which business transactions with  
their suppliers are conducted. Payments to suppliers are made in 
accordance with those terms, provided that suppliers also comply 
with all relevant terms and conditions. At 3 February 2008, the 
amount the Group owed its suppliers represented 30 working days’ 
purchases (2007: 31 working days). The Company is a holding 
company and does not have any trade creditors. 

Product research and development 
The Group’s product research and development activities are 
restricted to the development of new or enhanced products for 
Akron Brass and are not significant in the context of the Group  
as a whole. Akron Brass is part of the Group’s Industrial  
Products Division.  

In addition, the Group is constantly striving to provide new and 
improved solutions to customer service and the Innovation Lab, 
referred to in the review of our strategy, is a good example of this. 

Charitable and political donations 
In the US, the Group has an ongoing policy of donating certain 
items of stock to charitable organisations. In addition, during the 
year the Group made charitable donations in cash of £47,000.  

Further details of the Group’s charitable activities appear in the 
Corporate Responsibility section of the Business Review on  
page 48. 

The Group continues its policy of not making contributions to 
political parties. 

Employment  
The Group places great emphasis on optimising the contribution 
made by employees at all levels around the world. A Group-wide 
Performance Review process is in its ninth year of operation.  
During the year, this process has been enhanced by the inclusion  
of a 360 degree review for all those in the Group involved in  
leading others and by making the whole process available on-line. 
The Group continues to invest in the development of its employees 
and has carried out a review of leadership skills and development 
needs. Specific employee development programmes are designed 
on the basis of these identified needs. In addition, all employees 
have attended workshops covering the attributes required for high 
performance and are now entitled to spend an hour every week on 
personal development activities. The content available through the 
Group’s on-line learning centre was increased during the year in 
terms of customised internal course material and access to a wide 
range of external materials delivered in partnership with a leading 
business school. A comprehensive induction module now exists 
which forms part of every new employee’s introduction to the 
Company. A formal job grading system exists across the Group  
to assist remuneration practices as well as career development  
and organisational planning processes. 

Employees are informed of the performance of the Group and  
a structured communication programme allows factors affecting 
their employment to be discussed. All employees attended kick off 
meetings at the beginning of the financial year which provided them 
with the opportunity to understand their individual role in delivering 
the Company’s strategy. A comprehensive cascade process 
ensures that information on the Company’s performance is made 
available to coincide with its quarterly results announcements. 
Cyber cafes have been installed in many of the Company’s 
locations around the world to allow access to the Group’s intranet 
for those who do not normally work using personal computers.  
An all employee engagement survey was conducted during the 
year, providing a mechanism for detailed feedback on many 
aspects of what it is like to work for the Company. During the  
year a wide cross-section of the workforce had the opportunity to 
participate in the implementation of the Group’s business strategy 
through participation in the Premier Farnell Leadership Council.  
This forum consists of quarterly meetings at which the strategy and 
key issues related to its implementation are discussed. As well as 
the permanent members of the Council, each meeting is attended 
by individuals invited to contribute as subject matter experts or 
because of their high performance and potential. 

Working in close co-operation with elected representatives from  
its European operating companies, the Group’s European Works 
Council (The Premier Farnell European Forum) is in its eighth year  
of operation. The Forum provides an arena for the exchange of 
relevant and appropriate information and constructive dialogue 
between management and employees on European issues.  
A similar forum, specific to the UK, is in the course of being 
amalgamated with this body. 
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The Group gives full and fair consideration to applications  
for employment from disabled persons, with regard to their 
particular aptitudes and abilities. Efforts are made to continue  
the employment of those who become disabled during their 
employment. Training, career development and promotion are,  
as far as practicable, identical for all employees according to their 
skills and abilities. The Group consistently seeks to recruit, develop 
and employ throughout the organisation suitably qualified, capable 
and experienced people, irrespective of age, race, gender, religion 
or sexual orientation. 

Employees’ participation in the Group’s performance is encouraged 
through the Group’s UK savings-related share option scheme. 

Environment 
The Group recognises the importance of responsible environmental 
management and its obligation to protect the environment.  
The Group therefore gives high priority to all environmental matters. 
Further information appears in the Corporate Social Responsibility 
section of the Business Review. 

Substantial shareholdings 
At 7 April 2008 the Company had been notified, pursuant to the 
Financial Services Authority’s Disclosure and Transparency Rules, 
of the following notifiable voting rights in its ordinary share capital: 

 %

Fidelity International 12.94
Prudential plc 9.39
UBS Global Asset Management 6.08
Artemis Investment 5.84
Standard Life Investments Ltd 5.06
Newton Investment 4.97
Axa Investment Managers UK Ltd 4.90
Blackrock 4.84
Legal and General plc 4.14
The Capital Group Co Inc. 3.92

Independent Auditors 
Resolutions to reappoint PricewaterhouseCoopers LLP as Auditors 
and to authorise the Directors to determine their remuneration  
will be proposed at the forthcoming Annual General Meeting  
of the Company. 

Audit information  
Each of the Directors confirms that so far as he or she is aware, 
there is no relevant audit information of which the Company’s 
auditors are unaware; and that he or she has taken all steps that he 
or she ought to have taken as a director in order to make himself or 
herself aware of any relevant audit information and to establish that 
the Company’s auditors are aware of that information. 

Annual General Meeting 
The notice convening the Company’s 2008 Annual General 
Meeting at 25/28 Old Burlington Street, London on 17 June  
2008 at 10.00 a.m. is set out in a separate document issued  
to shareholders. 

The Directors’ Report for the year ended 3 February 2008 
comprises these pages (61 to 63) and the other sections and  
pages of the Annual Report cross-referred to above, which  
sections and pages are incorporated by reference. 

By order of the Board 

Steven Webb 
Secretary 
Farnell House 
Forge Lane 
Leeds LS12 2NE 

Statement of Directors’ Responsibilities  
Company law requires the Directors to prepare financial  
statements for each financial year. The Directors have prepared the 
consolidated financial statements in accordance with International 
Financial Reporting Standards (IFRSs) as adopted by the European 
Union and the parent company financial statements in accordance 
with UK Generally Accepted Accounting Practice (UK GAAP).  
The financial statements are required by law to give a true and fair 
view of the state of affairs of the Company and the Group and of the 
profit or loss of the Company and Group for that period. 

In preparing these financial statements the Directors are required to: 

• Select suitable accounting policies and then apply them 
consistently; 

• Make judgements and estimates that are reasonable  
and prudent; 

• State that the consolidated financial statements comply with 
IFRSs as adopted by the European Union and the parent 
company financial statements comply with UK GAAP; and 

• Prepare the financial statements on the going concern basis, 
unless it is inappropriate to presume that the Group will continue 
in business, in which case there should be supporting 
assumptions or qualifications as necessary. 

The Directors confirm that they have complied with the above 
requirements in preparing the financial statements. 

The Directors are responsible for keeping proper accounting 
records that disclose with reasonable accuracy at any time the 
financial position of the Company and the Group and to enable 
them to ensure that the financial statements and the Directors’ 
Remuneration Report comply with the Companies Act 1985 and, 
as regards the consolidated financial statements, article 4 of the IAS 
Regulation. They are also responsible for safeguarding the assets of 
the Company and the Group and hence for taking reasonable steps 
for the prevention and detection of fraud and other irregularities. 

The 2008 financial statements will be published on the Company's 
web site (in addition to the normal paper version). The Directors are 
responsible for maintenance and integrity of this electronic version 
of the financial statements to the same extent as for the paper 
version. The work carried out by the Auditors does not include 
consideration of the maintenance and integrity of the web site. 
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This report provides information on Directors’ remuneration.  
A resolution will be put to shareholders at the Company’s  
Annual General Meeting inviting them to approve this Report. 

Remuneration policy 
The Company’s overall policy aims are to: 

• attract, develop, motivate and keep talented people at all levels 
throughout the Group;  

• pay competitive salaries and benefits to all of its people;  

• encourage the holding of shares in the Company as an effective 
way of aligning the interests of employees with those of 
shareholders; and 

• focus remuneration arrangements to help each business in the 
Group meet its specific targets. 

The Board’s policy for executive remuneration is to: 

• pay a basic salary which is competitive with other companies  
of similar size and complexity;  

• give executives the opportunity to increase their basic earnings 
by meeting and outperforming key short-term and long-term 
measures, thereby linking executive rewards to the Group’s 
performance and shareholder interests;  

• encourage executives to hold shares in the Company; and 

• reward executives fairly and responsibly for their contribution to 
the Group’s performance, without paying more than is necessary 
to achieve this objective. 

In framing this policy, the Board has given full consideration to the 
provisions of the Combined Code on Corporate Governance  
(as updated in June 2006). 

It is the Company’s policy that Executive Directors be permitted to 
hold one non-executive directorship with another company and that 
the fees payable in respect of the directorship are retained by the 
Executive Director. No Executive Director currently holds any such 
position with another company. 

This report sets out the Company’s policy on Directors’ 
remuneration for 2008 and, so far as practicable, for subsequent 
years. The Committee considers that a successful remuneration 
policy needs to be sufficiently flexible to take account of future 
changes in the Group’s business environment and remuneration 
practice. Any change in policy for years after 2008 will be described 
in future Remuneration Reports. 

The Remuneration Committee and its role 
Andrew Dougal (Chairman of the Committee), William Korb, Cary 
Nolan and John Roques served on the Remuneration Committee 
throughout the year. Paul Withers joined the Remuneration 
Committee on 1 September 2007. All members of the Committee 
are independent Non-Executive Directors. The Committee met four 
times during the year covered by this report. The Chairman will 
continue to ensure the Company maintains contact, as necessary, 
with its principal shareholders about remuneration. 

The Committee makes recommendations to the Board on the 
Group’s framework of executive remuneration and its cost.  
The Committee determines the specific remuneration packages  
for Executive Directors. The Company Chairman also attends all 
meetings of the Committee. No individual is present when his or  
her own position is discussed. 

During the year the Committee received advice from Harriet  
Green in respect of the remuneration arrangements for other  
senior executives and from the Group HR Director in respect of 
remuneration arrangements generally. Having been appointed  
by the Committee, New Bridge Street Consultants (‘NBSC’)  
provide general remuneration advice to the Committee and to the 
Company. The Chairman and other members of the Committee 
have direct access to advice from NBSC and the Chairman is 
informed of all material advice NBSC provide to the Company. 

The current remuneration package 
The current elements of remuneration for Executive Directors and 
senior executives for the year under review were and continue to  
be as follows.  

Salary and benefits 
The Committee reviews salaries in June each year, taking account 
of Group and personal performance and the salaries paid by 
companies of similar size and complexity. The Committee also 
takes account of the levels of pay awarded elsewhere in the  
Group. Changes to salaries take effect from 1 July each year. 

The current base salaries for Harriet Green, Mark Whiteling and 
Laurence Bain are £430,000, £300,000 and £300,000 respectively. 

The value of benefits for Executive Directors is included in the table 
of remuneration on page 68. These benefits include a car allowance 
and life and health insurance for Harriet Green, Mark Whiteling and 
Laurence Bain. Laurence also received an expense allowance for 
part of the year. The value of each Executive Director’s benefits is 
assessable to income tax, but is not pensionable.  

Short-term incentives 
The Company operates an annual performance-related  
bonus scheme for Executive Directors and senior executives.  
The maximum bonus potential under the scheme during the 
financial year to 3 February 2008 is 120% of base salary for Harriet 
Green and 90% of base salary for Mark Whiteling and Laurence 
Bain. The maximum payment for Mark Whiteling and Laurence  
Bain was increased from 70% for the previous year as described  
in the notice of the Company’s Annual General Meeting for 2007. 
To achieve this maximum requires attainment of a number of 
business specific and personal targets. These targets include 
factors which the Board considers commercially sensitive and 
therefore not suitable for detailed disclosure but which are 
summarised as follows: 

• Achievement of specified levels of operating profit for the financial 
year to 3 February 2008. 66.6% of each Director’s bonus is 
determined by reference to this; 

• Achievement of budgeted cash flow targets;  

• Achievement of a gross margin target; 

• Other important business objectives relevant to the key elements 
of the Group’s strategy. 
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The Remuneration Committee is satisfied that the performance 
conditions for the annual bonus are relevant, stretching and 
designed to enhance shareholder value. The amounts stated in the 
table below on Directors’ Remuneration as paid to Harriet Green, 
Mark Whiteling and Laurence Bain in respect of their annual bonus 
reflect the extent to which the relevant targets were met. The actual 
operating profit achieved was above target resulting in the payment 
of 86% of the maximum available under this part of the bonus. 

None of the bonuses referred to above are pensionable. 

Long-term incentive arrangements 
Following the changes approved by shareholders at the 2007  
AGM, the only long-term incentive plan under which Executive 
Directors and other senior executives may now receive awards is 
the Performance Share Plan (“PSP”, referred to as the Long-term 
incentive plan or LTIP in previous reports) the key features of which 
are summarised below. Generally, the Company will no longer grant 
options under the Company’s Executive Share Option Scheme 
(ESOS) to individuals receiving awards under the PSP, although the 
Committee has reserved the power to make future grants under the 
ESOS in exceptional circumstances or to be competitive in local 
employment markets (for example, in the USA). 

Performance share plan 
Under the PSP, Executive Directors and senior executives are 
awarded rights to acquire ordinary shares. Each award made  
under the plan is subject to performance conditions which will 
determine how many (if any) of the shares under the award the 
participant is entitled to acquire after a three-year performance 
period. The maximum award which can be made to a participant  
in any year is equal to 150 percent of base salary. 

There are two main performance conditions for awards made to 
Executive Directors. Half of each award is subject to a relative  
TSR performance condition measured over a three-year period.  
The growth in the Company’s TSR over this period is compared to 
that of the companies in the comparator group and the Company’s 
ranking among the comparator group determines the percentage of 
the relevant half of the award that will vest and become exercisable. 

The comparator group consists of the FTSE 250 Index excluding 
banks, speciality and general financial, life insurance, investment 
trusts, mining, non-life insurance, oil and gas producers and real 
estate sector companies. 

The other half of awards made to Executive Directors is subject to  
a performance condition requiring growth in the Company’s EPS. 
The relevant half of the award will not vest unless the annual 
compound growth rate of the Company’s EPS over the three-year 
performance period exceeds the annual compound growth rate of 
the UK Retail Prices Index (RPI) over the same period by 4 percent. 

In addition, awards can only vest if the Committee is satisfied  
that the underlying performance of the Company during the 
performance period justifies the exercise of an award. 

The vesting schedules for the TSR and EPS performance targets 
are as follows: 

Rank of the Company’s TSR 
against the TSR of the members 
of the comparator group 

Percentage of one-half of 
an award that vests and 
becomes exercisable 

Upper quartile or above 100% 

Between upper quartile and  
median 

On a straight line basis 
between 20% and 100% 

Median  20% 

Below median 0% 

Annual compound growth  
rate of EPS in excess of RPI  
over the performance period 

Percentage of one-half  
of an award that vests  
and becomes exercisable 

12% or more 100% 

Between 4% and 12% On a straight line basis 
between 20% and 100% 

4%  20% 

Less than 4% 0% 

For participants in the PSP other than Executive Directors, the EPS 
performance condition alone applies to the whole of any award,  
as for these employees there is a clearer link between their own 
performance and EPS than would be the case for TSR. 

For all awards made under the PSP performance is measured  
over a three-year period and there is no re-testing of the 
performance condition. 

The use of a split of TSR and EPS to measure performance under 
the PSP for Executive Directors is felt to provide an appropriate 
balance between relative financial returns to shareholders and the 
internal financial performance of the Company. More specifically,the 
TSR performance condition was chosen as the Committee believes 
that TSR is an appropriate method of ensuring that the rewards  
to Executive Directors are aligned with those of shareholders by 
comparing the performance of the Company to that of the index of 
which it is a member (while excluding those sectors which are felt to 
be too far removed from the Company’s operations). EPS is used 
because it is felt to be the most robust gauge of the Company’s 
financial performance and the most all-encompassing financial 
measure of the creation of shareholder value (taking account of 
both profitability and the Company’s capital structure). 

In assessing whether the TSR performance condition has been 
met, the Committee will rely on calculations of the Company’s  
TSR and that of the comparator group carried out on its behalf by 
NBSC. The Company’s EPS performance is reported quarterly in 
the Company’s results announcements. 

The requirement that the Committee must be satisfied that the 
underlying performance of the Company during the performance 
period justifies the exercise of an award gives the Committee  
a discretion as to whether or not to allow a particular exercise, 
notwithstanding the achievement of at least a median TSR ranking 
and annual compound growth in EPS at 4% or more above growth 
in RPI. The Committee’s view is that such circumstances are  
likely to be exceptional and therefore they are difficult to determine 
before they have arisen. In addition, the Committee does not wish 
to limit its discretion in any way by attempting to pre-determine the 
circumstances in which it might be exercised. If the Committee 
exercised this discretion it would be in respect of all awards made 
on a particular date and not in respect of a particular individual  
or individuals. 

Benefits under the PSP are not pensionable. 
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Option schemes 
The Company has an executive share option scheme, under which 
both Inland Revenue approved and unapproved options may be 
granted, and an SAYE option scheme. Benefits under these plans 
are not pensionable. As mentioned above, it is intended that, 
generally, the Company will no longer grant executive share  
options to individuals receiving awards under the PSP. 

In common with all eligible employees of the Group, Executive 
Directors are entitled to participate in the Company’s SAYE option 
scheme. These options are not subject to the satisfaction of a 
performance condition as this scheme is not restricted to Executive 
Directors and senior executives. 

Share ownership guideline 
The Company’s executive shareholding policy requires Executive 
Directors and other senior executives to retain a number of the 
shares acquired as a result of the exercise of executive share 
options or awards under the PSP until a shareholding with a value 
equal to the executive’s annual base salary is reached. This level  
of shareholding is then to be maintained. Currently no Executive 
Director has acquired any shares in the Company from the exercise 
of executive share options or awards under the PSP and their 
holdings as disclosed below result from market purchases and,  
in the case of Harriet Green, from the vesting of awards made 
under the Restricted Share Plan. 

Share usage under share-based incentive schemes 
Based on the number of options outstanding as at  
3 February 2008: 

• The number of new shares issued under all share option plans 
over the last 10 years, together with the number potentially to  
be issued under all plans, totalled an amount equal to 3.7%  
of the Company’s issued ordinary capital; and 

• The number of new shares issued under all executive share 
option plans over the last 10 years, together with the number 
potentially to be issued under all executive plans, totalled an 
amount equal to 3.4% of the Company’s issued ordinary  
share capital. 

These totals are well within the dilution limits of 10% and 5% 
respectively set by the ABI and reflected in the rules of the 
Company’s share plans. 

It is intended that awards under the PSP will be satisfied by shares 
purchased in the market by the Company’s Employee Share 
Ownership Trust. 

Relative importance of remuneration elements 
The Committee’s view is that the performance related elements  
of the remuneration package for Executive Directors should be a 
significant element of the total. This serves to align the interests of 
such Directors with shareholders.  

The charts below illustrate the mix between the salary and incentive 
pay of the Executive Directors in both a ‘target’ and a ‘stretch’ 
performance scenario. These show that, if all the performance 
related elements were to pay out in full, more than two thirds of the 
Executive Directors’ total remuneration (before pensions) would be 
performance linked. 

Stretch performance

27% 32% 41%

31% 28% 41%

CEO

CFO and COO

0% 20% 40% 60% 80% 100%

Proportion of Total Package

Base Salary Bonus LTIP award vesting*

*Share price growth ignored  

Target performance

48% 38% 14%

54% 32% 14%

CEO

CFO and COO

0% 20% 40% 60% 80% 100%

Proportion of Total Package

Base Salary Bonus LTIP award vesting*

*Share price growth ignored  

Pension arrangements 
The final salary section of the Premier Farnell UK Pension Scheme 
(the UK Scheme) was closed to new entrants during 1998. 
Employees joining the UK Scheme since 1 January 1999 are 
entitled to money purchase benefits only and the UK Scheme  
is no longer contracted out. 

As a result of changes to pensions legislation which came into effect 
in April 2006, the Company offers employees who are over or close 
to reaching the lifetime allowance beyond which pension savings  
do not receive favourable tax treatment a cash supplement as  
an alternative to pension accrual beyond the lifetime allowance.  
Any such cash supplement is paid net of income tax and National 
Insurance Contributions and is an amount no greater than the 
amount that the Company’s pension contributions would have 
been for that individual.  

Harriet Green and Mark Whiteling are entitled to elect to receive 
either money purchase benefits from the UK Scheme or to have 
contributions made to a registered personal pension scheme.  
In each case, the Company’s contributions are equal to 25 percent  
of basic salary. Both Harriet and Mark have elected to have all 
contributions made to a personal pension scheme. The total cost  
to the Company of these contributions during the financial year to 
February 2008 was £104,355 in respect of Harriet Green and 
£73,437 in respect of Mark Whiteling. 
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Throughout the year under review, Laurence Bain elected to receive 
a cash supplement in place of the contributions which would 
otherwise have been made by the Company to the UK scheme and 
the funded unapproved scheme on his behalf. This supplement is 
paid at the same rate as the Company’s previous contributions to 
the UK Scheme and the funded unapproved scheme and, taking 
into account the National Insurance contributions payable by the 
Company, equates to 27% of Laurence’s basic salary, which is in 
line with practice in previous years. The total cost to the Company 
of contributions made by the Company in respect of Laurence Bain 
for the year under review was £79,380 (2007: £75,825). 

No Executive Directors receive any final salary pension benefits. 

Service contracts 
In accordance with the Company’s policy, Harriet Green, Mark 
Whiteling and Laurence Bain have service agreements terminable 
by the Company on twelve months’ notice. Laurence Bain’s service 
agreement dated 23 April 2004 allows the Company to make a 
payment of salary and benefits in lieu of the whole or part of his 
notice period.  

The service agreements for Harriet Green and Mark Whiteling, 
dated 7 February 2006 and 28 June 2006 respectively, entitle the 
Company to pay salary and benefits in lieu of the whole or part  
of the notice period in a single payment or by way of monthly 
instalments. Where payments are made monthly, the Director  
is under an obligation to mitigate his or her loss and, in so far  
as monthly payments relate to salary, they will reduce or cease 
altogether on his or her accepting alternative employment.  
The discretion to pay monthly and the obligation to mitigate do  
not arise where termination results from a change of control.  

Non-Executive Directors 
The fees for the Non-Executive Directors are approved by  
the Board following a review carried out by the Chairman and 
discussed with the Executive Directors. Fees for the Chairman are 
determined by the Remuneration Committee. Business expenses 

are also reimbursed. In addition to the base fee of £34,000,  
£5,500 per annum was paid to the Chairmen of the Audit and 
Remuneration Committees and £3,000 to the Senior Independent 
Director during the year under review. The base fee was increased 
to £36,500 and the amount payable to the Chairmen of the  
Audit and Remuneration Committees to £6,000 with effect  
from 1 February 2008. Following a review by the Committee,  
the Chairman’s fee was increased to £144,000 per annum with  
effect from the same date. 

The Non-Executive Directors do not have contracts of service, but 
are appointed by letters of appointment. Such appointments are 
initially for a three-year term. It is normal that the appointment is 
renewed for a second three-year period, after which the Company’s 
policy is for re-appointments to be on an annual basis. The expiry 
dates of all re-appointments coincide with the Company’s Annual 
General Meeting in the relevant year. Non-Executive Directors are 
not eligible to participate in any incentive plans, share options 
schemes or Company pension arrangements and are not entitled  
to any payment in compensation for any early termination of  
their appointment. 

The commencement dates for the current appointments of  
Non-Executive Directors are: 

A Dougal 1 September 2006 (three-year) 
Sir Peter Gershon 12 June 2007 (three-year)
W Korb 13 June 2006 (three-year)
D Millard 1 September 2007 (three-year)
C Nolan 12 June 2007 (annual)
D J S Roques 12 June 2007 (annual)
P Withers 1 September 2007 (three-year)

Any Director appointed by the Board during the year holds office 
only until the next Annual General Meeting and must then stand for 
election to continue in office. Thereafter, each Director must retire 
from office at every third Annual General Meeting since he or she 
last retired, at which meeting he or she will be eligible for re-election. 
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Directors’ remuneration (audited) 
Salary or 

fees
Annual 
bonus

Benefits 
in kind

Total 
emoluments Pension contributions 

£000 £000 £000 *1
2008
£000

2007
£000

2008 
£000 

2007 
£000 

Executive   
H Green  418 445 75 938 749 104 83 
M Whiteling  294 227 15 536 258 73 30 
L Bain 294 229 27 550 517 79 76 
A C Fisher *2 – – – – 164 – 37 
Non-Executive        
Sir Peter Gershon (Chairman)  130 – – 130 176 – – 
A Dougal  40 – – 40 15 – – 
W Korb 34 – – 34 31 – – 
M Lester *3 – – – – 13 – – 
D Millard *4 14 – – 14 – – – 
C J Nolan 34 – – 34 31 – – 
D J S Roques 43 – – 43 39 – – 
P Withers *4 14 – – 14 – – – 

 1,315 901 117 2,333 1,993 256 226 

*1 The figures for benefits in kind paid to Harriet Green, Mark Whiteling and Laurence Bain include, for each of them, a cash allowance in place of a Company car and,  
in respect of Laurence Bain, an expense allowance chargeable to UK income tax to compensate him for the costs of maintaining a residence in Leeds and related travel and 
subsistence expenses. This expense allowance ceased with effect from 31 May 2007. No other expense allowances chargeable to UK income tax were paid. Harriet Green, 
Mark Whiteling and Laurence Bain are all provided with life and health insurance and Harriet Green’s benefits in kind this year include certain costs arising from the settlement 
of Harriet’s terms of employment. The cost of these benefits is included in the figure for benefits. 

*2 Andrew Fisher’s employment with the Company ended on 16 May 2006 and Andrew resigned from the Board on the same date.  

*3 Michael Lester retired from the Board on 13 June 2006. 

*4 Dennis Millard and Paul Withers joined the Company on 1 September 2007  

Directors’ interests (audited) 
The interests of the Directors in the ordinary share capital of the Company at the beginning and end of the financial year are set out  
below, together with a note of those interests as at 7 April 2008, being within one month of the date of the Company’s Notice of Annual 
General Meeting. 

 3 February 
2008

28 January 
2007 

 7 April  
2008 

Sir Peter Gershon – beneficial 120,000 89,500 120,000 
H Green – beneficial 175,591 56,000 205,909 
M Whiteling  – beneficial 55,000 10,000 55,000 
L Bain – beneficial 55,000 25,000 55,000 
A Dougal  – beneficial 10,000 10,000 10,000 
W Korb – beneficial 15,000 15,000 15,000 
D Millard – beneficial 10,000 – 10,000 
C J Nolan – beneficial 7,000 7,000 7,000 
D J S Roques – beneficial 30,000 20,000 30,000 
P Withers – beneficial 40,000 – 40,000 

In addition to the above beneficial interests in the Company’s ordinary shares, the Executive Directors are regarded for Companies Act 
purposes as being interested in 1,404,659 ordinary shares held by the Premier Farnell Executive Trust. All employees (including Executive 
Directors) are potential beneficiaries of the trust. It is not anticipated that any employee or Executive Director will be entitled to receive  
from the trust a greater number of shares than that to which they are entitled on exercise of awards made to them under the PSP. 
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Share options (audited) 
At 

28 January 
2007 Granted Exercised Lapsed

At 
3 February 

2008 
Exercise 

Price (pence) Exercise Period 

H Green 189,125 – – – 189,125 211.5 April 2009 to October 2016 
 212,770 – – – 212,770 188.0 October 2009 to October 2016 

L Bain 75,000 – – – 75,000 153.0 October 2005 to October 2012 
 92,173 – – 92,173 – 264.5 October 2006 to October 2013 
 125,000 – – – 125,000 208.0 September 2007 to September 2014 
 6,625* – – – 6,625 143.0 June 2008 to December 2008 
 188,679 – – – 188,679 145.8 October 2008 to October 2015 
 151,595 – – – 151,595 188.0 October 2009 to October 2016 

M Whiteling 151,595 – – – 151,595 188.0 October 2009 to October 2016 
 – 10,773* – – 10,773 152.0 June 2012 to December 2012 

* SAYE share options which are not subject to any performance conditions. The other options listed above are executive options which are subject to the performance 
conditions described below. 

The rules of the ESOS allow annual awards to be made, with a maximum grant equal to 100 per cent of the individual’s annual salary. 
Exercise of options granted under the scheme is subject to a performance condition. This condition is that the growth in the Company’s 
adjusted EPS over the three consecutive financial years starting with the year of grant exceeds the growth in RPI over the same period by  
at least 9 per cent. At this level of performance half of the options granted are exercisable. Exercise of all options granted requires that the 
Company’s EPS growth exceeds RPI over the period by at least 15 per cent, with a sliding scale for performance between 9 per cent and 
15 per cent. The rules of the scheme approved by shareholders in 2003 provided that, if the performance condition was not met over this 
three-year period, options could also be exercised if the Company’s EPS growth exceeded RPI by a minimum of 12 per cent over the four 
financial years starting with the year of grant. The Committee decided to remove this re-testing provision with effect from 13 March 2006 
and it does not apply to any options granted after that date. 

Options granted under earlier schemes operated by the Company remain outstanding. Executive options granted under such schemes 
after 13 March 2001 may not be exercised unless the growth in the Company’s EPS over a period of three consecutive financial years 
exceeds the growth in RPI over the same period by at least 9 per cent. For options granted after 20 June 1996, but before 14 March  
2001, exercise is subject to the growth in EPS over three consecutive years exceeding the growth in RPI over the same period by at least  
6 per cent.  

The Company has met the performance condition for options awarded up to and during January 2003 and these options are now 
exercisable. The Company has also met the performance condition for options awarded from March 2004 up to and during October 2005 
and these options are exercisable from the third anniversary of their grant.  

No price was paid for any option. There were no variations to the terms and conditions of any Director’s options during the year. 

The market price of the Company’s shares at 3 February 2008 was 150.5p (28 January 2007: 195.0p) and the range during the year was 
128.75p – 225.5p. 

Performance share plan (audited) 
Interests of Directors in the plan are: 

 At 
28 January 

2007 Awarded

Market price 
at date of 

award 
(pence) Vested Lapsed 

At  
3 February 

2008  

End of 
performance 

period 

H Green  195,599 – 204.5 – – 195,599 April 2009 
 – 284,360 211.0 – – 284,360 June 2010 
L Bain 95,795 – 254.5 – 95,795 – April 2007 
 134,474 – 204.5 – – 134,474 April 2009 
 – 175,594 211.0 – – 175,594 June 2010 
M Whiteling – 175,592 211.0 – – 175,592 June 2010 

The conditions for the vesting of an award made under the plan since the Company’s AGM in June 2007 are described under the heading 
Performance Share Plan on page 65. 

For awards made prior to June 2007, the main performance condition compares the growth of the Company’s TSR (share price growth 
and reinvested dividends) over a three-year period to that of the companies in the FTSE mid-250 Index (excluding investment trusts).  
The Company’s ranking among the comparator companies determines the percentage of shares which a participant can acquire.  
No shares may be acquired where the Company’s ranking is below median and, to acquire the full number of shares awarded, the 
Company must rank in the top quartile of the comparator group. Between these two points, vesting is on a straight-line basis, with  
20 per cent of any award vesting where the Company’s performance is at the median.  

There were no variations made to the terms and conditions of any award during the year. 
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Restricted share plan (audited)  
As part of the remuneration package offered by the Company to secure Harriet Green’s services, the Company established a restricted 
share plan, of which Harriet is the sole participant. Two conditional awards of shares were made under the plan, as set out below.  
Benefits under the restricted share plan are not pensionable. 

 At 
28 January 

2007 Awarded

Market price 
at date of 

award 
(pence) Vested Lapsed

At  
3 February 

2008 Date of vesting  

H Green  53,034 – 211.5 53,034 – – 27 March 2007 

 51,461 – 211.5 – – 51,461 27 March 2008 

These awards had no performance condition attaching to them. The second award (over 51,461 shares) vested after the end of the year 
and the shares were transferred to Harriet Green.  

Performance graph 
The graph below shows the total shareholder return for a holding of the Company’s ordinary shares for the five financial years of the 
Company of which the year to 3 February 2008 is the last. This is compared to the total shareholder return for a hypothetical holding  
in the FTSE mid-250 Index (excluding investment trusts). This was chosen as it is the index of which the Company is a constituent.  
Total shareholder return is the growth in value of a share plus the value of dividends paid, assuming that the dividends are reinvested  
in the Company’s shares on the day on which they are paid. 
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This graph shows the value, by 3 February 2008, of £100 invested in Premier Farnell over the last five financial years compared
with £100 invested in the FTSE 250 Index (excluding Investment Trusts). The other points plotted are the values at intervening
financial year-ends.

FTSE 250 Index (excl. Investment Trusts)

 

Elements of report subject to audit 
The information above under the headings Directors’ remuneration, Directors’ interests, Share options, Performance share plan and 
restricted share plan is auditable. All other information provided in the Remuneration Report is not subject to audit. 

Approved by the Board on  April 2008 

Signed on behalf of the Board by 

 

Andrew Dougal  
Chairman of the Remuneration Committee 
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Consolidated Income Statement
Financial year ended 3 February 2008

 
 

Note 

2008  
(53 weeks) 

 
£m 

2007 
(52 weeks)  

(restated)  
£m   

Continuing operations     
Revenue  1 744.7 723.3  
Cost of sales  (449.2) (437.8)

Gross profit   295.5 285.5  
Net operating expenses 2 (207.5) (202.4)

Operating profit 1 88.0 83.1  
Finance income (interest receivable)  3 0.9 0.6  
Finance costs     
– interest payable   (11.7) (13.6)  
– preference dividends   (5.6) (6.7)  
– premium on redemption of preference shares  15 (1.3) (1.4)  
– gain on purchase of preference shares  15 0.9 0.3  
Total finance costs  3 (17.7) (21.4) 

Profit before taxation  4 71.2 62.3  
Taxation  5 (21.4) (20.0) 

Profit after taxation from continuing operations   49.8 42.3  
(Loss)/profit after taxation from discontinued operations  24 (13.5) 10.1  

Profit attributable to ordinary shareholders  22 36.3 52.4  

Earnings per share (pence) 6    
Basic   10.0p 14.4p  
Diluted   9.9p 14.4p  
     
Earnings per share from continuing operations (pence) 6    
Basic   13.7p 11.6p  
Diluted   13.6p 11.6p  
     
Ordinary dividends  7    
Interim – proposed   4.0p 4.0p  
Final – proposed   5.2p 5.0p  
Paid   9.0p 9.0p  
Impact on shareholders’ funds (£m)   32.7 32.6  

Prior year figures have been restated to reflect the reclassification of the BuckHickman business as a discontinued operation following its 
disposal on 10 April 2007. Further details are given in note 24. 

Consolidated statement of recognised income and expense  
Financial year ended 3 February 2008  

Note 

2008 
(53 weeks)  

 
£m 

2007 
(52 weeks) 

(restated)  
£m  

Profit after taxation   36.3 52.4 
    
Net exchange adjustments net of tax credit of £1.4 million (2007: tax charge of £0.8 million)  22 6.6 (0.6) 
Actuarial (losses)/gains on pensions and other post-retirement obligations  22 (1.8) 12.2 
Deferred tax credit/(charge) on actuarial (losses)/gains on pensions and other  
post-retirement obligations  22 0.8 (4.4) 

Net gains not recognised in the income statement   5.6 7.2 

Total recognised income for the financial year attributable to ordinary shareholders   41.9 59.6 

The accounting policies and notes on pages 74 to 107 are an integral part of these consolidated financial statements.
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Consolidated Balance Sheet
At 3 February 2008

 
 

Note
2008  

£m 
2007  

£m  

Assets   
Non-current assets   
Goodwill  8 31.1 49.6 
Other intangible assets  9 20.1 22.2 
Property, plant and equipment  10 55.2 58.8 
Retirement benefit assets  28 53.4 56.8 
Deferred tax assets  17 0.2 0.2 

Total non-current assets  160.0 187.6 

Current assets   
Inventories  11 154.5 162.7 
Trade and other receivables  12 121.2 127.9 
Cash and cash equivalents  13 37.6 32.2 

Total current assets  313.3 322.8 

Liabilities   
Current liabilities   
Financial liabilities  14 (3.0) (11.1) 
Trade and other payables  16 (84.3) (94.9) 
Current tax payable  (22.2) (28.0) 
Short-term provisions  18 – (0.8) 

Total current liabilities  (109.5) (134.8) 

Net current assets  203.8 188.0 

Non-current liabilities   
Financial liabilities  14 (288.7) (302.4) 
Retirement and other post-employment benefits  28 (22.0) (29.6) 
Deferred tax liabilities  17 (33.0) (30.7) 
Other provisions  18 – (0.9) 

Total non-current liabilities  (343.7) (363.6) 

Net assets 20.1 12.0 

Equity   
Ordinary shares  20 18.2 18.2 
Equity element of preference shares  15 15.2 18.4 
Share premium  22 23.0 21.6 
Capital redemption reserve  22 2.6 1.4 
Hedging reserve  22 (2.9) (0.1) 
Cumulative translation reserve  22 3.7 (2.9) 
Retained earnings  22 (39.7) (44.6) 

Shareholders’ funds 22 20.1 12.0 

The Consolidated Financial Statements on pages 71 to 107 were approved by the Board of Directors on  April 2008 and were signed on 
its behalf by:  

The accounting policies and notes on pages 74 to 107 are an integral part of these consolidated financial statements.

22

  
    Mark Whiteling

Director 
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Consolidated Cash Flow Statement
Financial year ended 3 February 2008

 
 

Note 

2008 
(53 weeks)  

£m  

2007 
(52 weeks)  

£m  

Cash flows from operating activities    
Cash generated from operations  25 96.6 90.6 
Interest received   0.9 0.6 
Interest paid   (11.8) (14.1) 
Dividends paid on preference shares   (5.6) (6.7) 
Taxation paid   (23.1) (18.7) 

Net cash generated from operating activities   57.0 51.7 

Cash flows from investing activities    
Acquisition of business  23 (0.6) – 
Proceeds from disposal of business  24 24.4 20.4 
Proceeds from sale of property, plant and equipment  25 1.9 5.1 
Purchase of property, plant and equipment   (7.1) (7.4) 
Purchase of intangible assets (computer software)   (10.4) (7.0) 

Net cash generated from investing activities   8.2 11.1 

Cash flows from financing activities    
Issue of ordinary shares  20 1.4 1.3 
Purchase of ordinary shares 20 (2.5) – 
Purchase of preference shares  15 (17.7) (8.4) 
New bank loans   32.1 78.9 
Repayment of bank loans   (29.3) (115.1) 
Dividends paid to ordinary shareholders  7 (32.7) (32.6) 

Net cash used in financing activities   (48.7) (75.9) 

Net increase/(decrease) in cash, cash equivalents and bank overdrafts   16.5 (13.1) 
Cash, cash equivalents and bank overdrafts at beginning of year   21.3 35.6 
Exchange losses  (0.2) (1.2) 

Cash, cash equivalents and bank overdrafts at end of year  13 37.6 21.3 

The accounting policies and notes on pages 74 to 107 are an integral part of these consolidated financial statements. 
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Accounting Policies (Consolidated Financial Statements)

 
 

Premier Farnell plc (the “Company”) is a company incorporated and 
domiciled in the UK and is listed on the London Stock Exchange. 
The address of the Company’s registered office is Farnell House, 
Forge Lane, Leeds, LS12 2NE, England. The Company’s registered 
number is 876412.  

These Consolidated Financial Statements have been approved by 
the Board of Directors on  April 2008.  

Basis of preparation  
These Consolidated Financial Statements have been prepared  
in accordance with International Financial Reporting Standards 
(IFRSs) and International Financial Reporting Interpretations 
Committee (IFRIC) interpretations endorsed by the European Union 
(EU) and with those parts of the Companies Act 1985 applicable  
to companies reporting under IFRSs. These Consolidated  
Financial Statements have been prepared under the historical  
cost convention with the exception of derivative financial 
instruments, post-retirement benefits and share-based payments 
which are recognised at fair value. A summary of the more 
important Group accounting policies adopted in the preparation  
of the Consolidated Financial Statements is set out below.  
These policies have been consistently applied to all the years 
presented, unless otherwise stated.  

(a) Amendments to published standards and interpretations 
effective for the year ended 3 February 2008  
– IFRS 7, Financial Instruments: Disclosures, and the 

complimentary amendment to IAS1, Presentation of financial 
statements – Capital disclosures. This standard was adopted 
during the year with the additional disclosure requirements given 
in notes 12 and 19 to the Consolidated Financial Statements;  

– IFRIC 8, Scope of IFRS 2. This interpretation has not had  
any impact on the recognition of share-based payments  
in the Group;  

– IFRIC 10, Interim Financial Reporting and Impairment.  
This interpretation has not had any impact on the timing  
or recognition of impairment losses in the Group. 

(b) Standards, amendments and interpretations effective  
for the year ended 3 February 2008 but not relevant  
The following standards, amendments and interpretations to 
published standards are mandatory for accounting periods 
beginning on or after 1 January 2007 but have no material  
impact on the Group:  

– IFRS 4, Insurance Contracts;  

– IFRIC 7, Applying the restatement approach under IAS 29, 
Financial reporting in hyper-inflationary economies;  

– IFRIC 9, Re-assessment of embedded derivatives.  

(c) Standards and interpretations to existing standards that 
are not yet effective and have not been early adopted by  
the Group  
The following standards and interpretations to existing standards 
have been published that are mandatory for the Group’s accounting 
periods beginning on or after 1 March 2007 or later periods but 
which the Group has not early adopted:  

– IFRS 3 (Revised), Business Combinations, and IAS 27, 
Consolidated and Separate Financial Statements (effective  
for annual periods beginning on or after 1 July 2009);  

– IFRS 8, Operating Segments (effective for annual periods 
beginning on or after 1 January 2009);  

– IFRIC 11, IFRS 2 - Group and Treasury Share Transactions 
(effective for annual periods beginning on or after 1 March 2007);  

– IFRIC 14, IAS 19 – the limit on a defined benefit asset, minimum 
funding requirements and their interaction (effective for annual 
periods beginning on or after 1 January 2008);  

– IFRS 2 (Amendment), Share Based Payment – Vesting 
Conditions and Cancellations (effective for annual periods 
beginning on or after 1 January 2009). 

The Directors anticipate that the adoption of the above Standards 
and Interpretations in paragraph (c) on the effective date will not 
have a significant impact on the Group’s financial results.  

(d) Interpretations to existing standards that are not yet 
effective and not relevant for the Group’s operations  
The following interpretations to existing standards have been 
published that are mandatory for the Group’s accounting periods 
beginning on or after 1 January 2008 or later periods but are not 
relevant for the Group’s operations:  

– IAS 23 (Amendment), Borrowing Costs (effective for annual 
periods beginning on or after 1 January 2009);  

– IFRIC 12, Service Concession Arrangements (effective for annual 
periods beginning on or after 1 January 2008); and 

–  IFRIC 13, Customer loyalty programmes (effective for annual 
periods beginning on or after 1 July 2008). 

The financial statements of the Company, which have been 
prepared in accordance with UK GAAP, are presented on  
pages 109 to 116.  

Key sources of estimation and uncertainty  
The preparation of financial statements in conformity with generally 
accepted accounting principles requires management to make 
estimates and assumptions that affect the reported amounts of 
assets and liabilities and the reported amounts of revenue and 
expenses during the reporting period. Actual results could differ 
from these estimates. Information about such judgements and 
estimates is contained in the accounting policies and Notes to  
the Consolidated Financial Statements, and the key areas are 
summarised below:  

The key sources of estimation uncertainty that have the most 
significant effect on the carrying value of assets and liabilities are:  

– The estimation of the cost of pensions and other post retirement 
benefits (note 28);  

– The estimation of the net realisable value of inventory; and  

– The estimation of the recoverable amount of goodwill used when 
assessing goodwill for impairment (note 8).  
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Areas of judgement that have the most significant effect on the 
amounts recognised in the financial statements include:  

– The allocation of goodwill to cash generating units.  

Basis of consolidation  
The Consolidated Financial Statements incorporate the results of 
the Company and each of its subsidiaries for the financial year 
ended 3 February 2008, a 53 week period (financial year ended  
28 January 2007: 52 week period). Subsidiaries are entities 
controlled by the Group where control is deemed to exist when  
the Group has the power, directly or indirectly, to govern the 
financial and operating policies of an entity so as to obtain benefits 
from its activities. The results of subsidiaries are included in the 
Consolidated Financial Statements from the date the control 
commences until the date that control ceases.  

Intra-group balances and transactions are eliminated  
on consolidation.  

Business combinations and goodwill  
All business acquisitions are accounted for by applying the 
purchase method.  

Goodwill arises where the fair value of the consideration paid 
exceeds the fair value attributed to the net assets acquired. 
Goodwill arising on acquisitions after 1 February 1998 and prior to  
2 February 2004, the transition date to IFRS, was capitalised and 
amortised over its estimated useful life. As a result of the transition  
to IFRS, such amortisation ceased on the transition date to IFRS. 
Goodwill arising on acquisitions made prior to 1 February 1998 was 
written off directly to reserves in the year of acquisition. Under IFRS 
1 and IFRS 3 such goodwill will remain eliminated against reserves 
and will not be written back to the income statement in the event  
of a disposal.  

Revenue recognition  
Revenue comprises the fair value for the sale of goods to outside 
customers, excluding value added and sales taxes, and is 
recognised when the significant risks and rewards of ownership 
have been transferred to a third party.  

Segment reporting  
A segment is a distinguishable component of the Group that  
is engaged in providing products (business segment), or in 
providing products within a particular economic environment 
(geographic segment), and where the risks and returns are  
different between components.  

Expense classification  
Cost of sales comprises the cost of goods delivered to customers 
including the cost of freight, packaging and inventory adjustments.  

Distribution costs represent all operating expenses including sales, 
marketing, product and purchasing, warehousing, information 
technology and electronic commerce.  

Administrative expenses comprise the cost of central head office 
and the Group Board.  

Non-recurring charges/credits that are considered to be sufficiently 
significant to have a material impact on the Group’s financial  
results are disclosed in the appropriate category on the face  
of the income statement.  

Foreign currency translation  
Items included in the financial statements of each of the Group’s 
entities are measured using the currency of the primary economic 
environment in which the entity operates (“the functional currency”). 
The Consolidated Financial Statements are presented in pounds 
sterling, which is the Company’s and Group’s functional and 
presentation currency.  

Assets and liabilities are translated at the exchange rates ruling  
at the end of the financial period. Exchange profits or losses on 
trading transactions are included in the Group income statement 
except when deferred in equity as qualifying cash flow hedges  
or qualifying net investment hedges, which, along with other 
exchange differences arising from non-trading items are dealt  
with through reserves.  

The results and financial position of all the Group entities that have  
a functional currency different from the presentation currency are 
translated into the presentation currency as follows:  

– assets and liabilities for each balance sheet presented are 
translated at the closing rate at the date of that balance sheet;  

– income and expenses for each income statement are translated 
at the average exchange rate for the period; and  

– with effect from the transition date to IFRS all resulting exchange 
differences are recognised as a separate component of equity 
and included in the Group’s cumulative translation reserve.  

When a foreign entity is sold, such translation differences are 
recognised in the income statement as part of the gain or  
loss on sale.  

Goodwill and fair value adjustments arising on the acquisition of  
a foreign entity are treated as assets and liabilities of the foreign 
entity and translated at the closing rate.  

Financial instruments  
The Group uses derivative financial instruments to hedge its 
exposure to foreign exchange and interest rate risks arising from 
operational, financing and investment activities. In accordance with 
its treasury policy, the Group does not have or issue speculative 
derivative arrangements. All transactions in financial instruments  
are matched to an underlying business requirement.  

Derivative financial instruments are recognised at fair value.  
At period ends, the gain or loss on re-measurement to fair value  
is recognised in the income statement. However, where derivatives 
qualify for hedge accounting, recognition of any resulting gain or 
loss will depend upon the nature of the item being hedged (see 
accounting policy on hedging).  

Hedging  

Cash flow hedges  
Where a derivative financial instrument is designated as a hedge of 
the variability in cash flows of a recognised asset or liability, or highly 
probable forecast transaction, the effective part of any gain or loss 
on the derivative financial instrument is recognised directly in equity. 
If a hedge of a forecast transaction subsequently results in the 
recognition of a financial asset or liability, the associated gains  
or losses that were recognised directly in equity are reclassified  
into profit or loss in the same period(s) during which the interest 
income/expense is recognised. For other cash flow hedges, the 
associated cumulative gain or loss is removed from equity and 
recognised in the income statement in the same period(s) as which 
the hedged forecast transaction affects profit or loss. The gain or 
loss on any ineffective part of the hedge, or when the hedge no 
longer meets the hedging criteria, is immediately recognised in  
the income statement.  
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Hedge of net investment in foreign operations  
The portion of the gain or loss on an instrument used to hedge a net 
investment in a foreign operation that is determined as an effective 
hedge is recognised directly in equity. The gain or loss on any 
ineffective portion of the hedge is recognised immediately in the 
income statement.  

Leases  
The costs of operating leases are charged to the income statement 
as they fall due.  

Dilapidation provisions  
The Group is required to perform dilapidation repairs on leased 
properties prior to the properties being vacated at the end of their 
lease term. Provision for such costs are made where a legal 
obligation is identified and the liability can be reasonably quantified.  

Property, plant and equipment  
Property, plant and equipment are stated at cost. Depreciation is 
calculated to write off the cost of the individual assets, less the 
estimated residual value, from the time it becomes operational  
by equal annual instalments over their estimated useful lives.  
Asset lives and residual values are reviewed annually.  

Depreciation rates are principally as follows:  

Freehold land  not depreciated 
Freehold buildings  50 years 
Plant and equipment  between 5 and 10 years 

Property, plant and equipment is reviewed for impairment when 
there are indications that the carrying value may not be recoverable.  

Interest is not capitalised.  

Intangible assets  
Computer software is capitalised on the basis of the costs incurred 
to acquire and bring to use the specific software and includes 
capitalised internal labour where appropriate. These costs are 
amortised on a straight line basis over their estimated useful lives, 
between three and five years.  

Other intangible assets acquired through business combinations are 
recognised at fair value on acquisition and amortised on a straight 
line basis over their estimated useful lives as follows:  

Contractually-based customer relationships 20 years 
Patents  18 years 

Impairment  
The carrying amounts of the Group’s goodwill and indefinite  
lived intangible assets are reviewed annually, or when there are 
indications that the carrying value may not be recoverable, to 
determine whether there is any indication of impairment. Goodwill  
is allocated to cash generating units for the purpose of impairment 
testing. If any such indication exists, the assets’ recoverable  
amount is estimated and if the carrying value exceeds the 
recoverable amount, a loss is recognised in the income statement. 
The recoverable amount is the greater of the assets’ net selling price 
and value in use where value in use is based on the present value of 
the estimated future cashflows arising from the asset.  

A financial asset or a group of financial assets is impaired and 
impairment losses are incurred if there is objective evidence  
of impairment as a result of a past event subsequent to the  
asset’s initial recognition. The Group assesses whether objective 
evidence exists for each financial asset or group of financial assets 
at the balance sheet date to determine whether any impairment  
has arisen.  

Post-retirement benefits  
The Group accounts for pensions and other post-retirement 
benefits in accordance with IAS 19, Employee Benefits.  

Pensions  
The Group operates both defined benefit and defined contribution 
pension plans.  

In respect of defined benefit plans (where the amount of pension  
is defined, usually based on factors such as age, years of service 
and compensation), the net asset or obligation of each plan at  
the balance sheet date is calculated by a qualified actuary using  
the projected unit credit method. The obligation is calculated by 
discounting the amount of future benefits that employees have 
earned in return for their service in the current and prior periods.  
An allowance is made for scheme expenses and non-service 
related benefits. Plan assets are recorded at fair value. The net 
income statement credit/charge comprises principally the service 
cost, and the finance income/costs, which are recognised in the 
period in which they arise. The net income statement impact  
is credited/charged in arriving at operating profit. The net  
pension deficit/surplus of each pension plan is recorded on  
the balance sheet.  

All actuarial gains and losses at the date of transition to IFRS have 
been recognised in equity at that date. Actuarial gains and losses 
that arise subsequent to the transition date to IFRS in calculating  
the Group’s obligation in respect of each plan, are recognised in  
the Statement of Recognised Income and Expense.  

Payments to defined contribution pension plans (where the Group 
pays fixed contributions into a separate entity) are charged as an 
expense as they fall due.  

Other post-retirement benefits  
In the US, the Group provides unfunded post-retirement medical 
benefits to certain US employees. The expected costs of these 
benefits are accrued over the period of employment using an 
accounting methodology similar to that for defined benefit pension 
plans. Actuarial gains and losses are recognised in the Statement  
of Recognised Income and Expense.  
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Share-based payments  
The Group operates four equity settled, share-based incentive 
schemes: an Executive Share Option Scheme, a Performance 
Share Plan (previously referred to as the Long-Term Incentive  
Plan), a Restricted Share Plan and a Save As You Earn Scheme. 
These are accounted for in accordance with IFRS 2, Share-based 
Payment, which requires an expense to be recognised in the 
income statement over the vesting period. The expense is based on 
the fair value of each instrument at the grant date, using appropriate 
option pricing models. The expense is credited to retained earnings.  

For share based incentives where the performance measure is  
non-market based (earnings per share growth) the Black Scholes  
or Binomial Lattice model is used and the value of the expense is 
adjusted to reflect expected and actual levels of vesting. Where the 
performance conditions are market-based (share price performance 
relative to the FTSE mid-250 Index), the Monte Carlo model is used 
and the expense is not adjusted except for forfeitures. The fair value 
of SAYE grants is calculated using the Black Scholes model and the 
expense is only adjusted to reflect forfeitures. 

The Group chose not to adopt the exemption under IFRS 1  
relating to share-based payments. Consequently, in calculating the 
expense, a full retrospective approach has been followed on all 
awards granted but not vested at the date of transition to IFRS.  

Share capital  
Ordinary share capital is classified as equity. Interim ordinary 
dividends are recognised when paid and final ordinary dividends are 
recognised as a liability in the period in which they are approved.  

The Group’s preference shares are split into debt and equity 
components, with the associated dividend being recognised  
on an accrual basis in the income statement as a finance cost.  
The fair value of the debt element is established on issue of the 
shares, based on the discounted cash flows of the instrument  
to the date of maturity, and is then increased each year on an 
amortised cost basis through the income statement in order  
to arrive at the redemption amount payable on maturity of the 
shares. On purchase and cancellation of preference shares by the 
Company, a gain or loss is recognised in the income statement 
based on the difference between the book value and fair value  
of the financial liability element of the instrument at the date of 
purchase. The difference between the book value and fair value  
of the equity element of the instrument is recognised as a 
movement in retained earnings. In addition, a transfer is made  
to non-distributable reserves from retained earnings in order to 
maintain the legal nominal value of share capital.  

Inventories  
Inventories are stated at the lower of cost and net realisable  
value on a first in first out basis. Cost comprises all expenditure, 
including related production overheads where appropriate,  
incurred in the normal course of business in bringing the inventory  
to its present location and condition at the balance sheet date.  
Net realisable value is the estimated selling price less any selling 
costs. Provision is made against slow moving and obsolete 
inventory where appropriate.  

Taxation including deferred tax  
Income tax on the profit or loss for the year comprises current and 
deferred tax. Income tax is recognised in the income statement 
except to the extent that it relates to items recognised directly in 
equity, in which case it is recognised in equity.  

Current tax is the expected tax payable on the taxable income for 
the year, using tax rates enacted or substantially enacted at the 
balance sheet date, and any adjustment to tax payable in respect  
of previous years.  

Deferred tax is provided using the balance sheet liability method, 
providing for temporary differences between the carrying amounts 
of assets and liabilities for financial reporting purposes and the 
amounts used for taxation purposes. The following temporary 
differences are not provided for: goodwill not deductible for tax 
purposes, the initial recognition of assets or liabilities that affect 
neither accounting nor taxable profit, and differences relating to 
investments in subsidiaries to the extent that they will probably  
not reverse in the foreseeable future. The amount of deferred  
tax provided is based on the expected manner of realisation or 
settlement of the carrying amount of assets and liabilities, using tax 
rates enacted or substantially enacted at the balance sheet date.  

A deferred tax asset is recognised only to the extent that it is 
probable that future taxable profits will be available against which 
the asset can be utilised. Deferred tax assets are reduced to the 
extent that it is no longer probable that the related tax benefit will  
be realised.  

Additional income taxes that arise from the distribution of  
dividends are recognised at the same time as the liability to  
pay the related dividend.  

Investment in own shares  
Shares acquired by the Premier Farnell Performance Share Plan  
are shown as a reduction in shareholders’ funds. The cost of 
administering the trust is borne by the Company as incurred.  

Trade and other receivables  
Trade and other receivables are initially recognised at fair value.  
A provision for impairment is made when there is objective 
evidence, for example default or delinquency in payments, that the 
full amount will not be collectible. Such amounts are written down to 
their estimated recoverable amounts, with the charge being made 
to operating expenses. 

Trade and other payables  
Trade and other payables are stated at cost.  

Cash and cash equivalents  
Cash and cash equivalents comprise cash balances and short-term 
deposits repayable on demand and available within one day without 
penalty. Bank overdrafts that are repayable on demand and form  
an integral part of the Group’s cash management are included as  
a component of cash and cash equivalents for the purpose of the 
cash flow statement, but shown separately within current liabilities  
in the balance sheet.  

Research and development  
Expenditure on research and development activities undertaken 
with the prospect of gaining new technical knowledge and 
understanding is expensed in the income statement as incurred.
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1 Segmental information 

Primary reporting format – business segments 
The Group is organised into three main business segments: the Marketing and Distribution Division, comprising the Americas and Europe 
and Asia Pacific, and the Industrial Products Division. 

 Revenue 

Note

2008  
(53 weeks) 

 
£m 

2007 
(52 weeks) 

(restated)  
£m 

Marketing and Distribution Division   
Americas  326.7 329.3 
Europe and Asia Pacific  344.2 320.6 

Total Marketing and Distribution Division  670.9 649.9 
Industrial Products Division  73.8 73.4 

Continuing operations  744.7 723.3 
Discontinued operations  24 19.3 121.1 

 764.0 844.4 

 

Segment result  
(operating profit) 

Note

2008  
(53 weeks) 

 
£m 

2007 
(52 weeks)  

(restated)  
£m 

Continuing operations   
Marketing and Distribution Division   
Americas 31.0 30.5 
Europe and Asia Pacific 53.4 49.1 

Total Marketing and Distribution Division  84.4 79.6 
Industrial Products Division  14.8 13.7 
Head Office costs (11.2) (10.2)

Total operating profit  88.0 83.1 
Finance income (interest receivable) 3 0.9 0.6 
Total finance costs  3 (17.7) (21.4)

Profit before taxation  71.2 62.3 
Taxation 5 (21.4) (20.0)

Profit after taxation from continuing operations  49.8 42.3 
(Loss)/profit after taxation from discontinued operations  24 (13.5) 10.1 

Profit for the financial year (attributable to ordinary shareholders)  36.3 52.4 

Prior year figures have been restated to reflect the reclassification of the BuckHickman business as a discontinued operation following its 
disposal on 10 April 2007. The trading results of this business are detailed in note 24. 
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1 Segmental information continued 
Segment assets   Segment liabilities 

2008 
£m

2007 
£m  

2008  
£m 

2007 
£m 

Marketing and Distribution Division     
Americas  182.2 182.4 (30.6) (29.0)
Europe and Asia Pacific  208.8 250.6 (41.6) (53.4)

Total Marketing and Distribution Division  391.0 433.0 (72.2) (82.4)
Industrial Products Division  44.2 44.2 (14.5) (13.7)
Head Office  0.3 0.8 (19.6) (30.1)

Segment assets/(liabilities)  435.5 478.0 (106.3) (126.2)
Unallocated assets/(liabilities):     
Cash and cash equivalents  37.6 32.2  – – 
Financial liabilities  – – (291.7) (313.5)
Deferred tax assets/(liabilities)  0.2 0.2 (33.0) (30.7)
Income tax liabilities  – – (22.2) (28.0)

 473.3 510.4 (453.2) (498.4)

IFRS does not require the restatement of prior year assets or liabilities for discontinued operations. 

Capital expenditure (including acquisitions) 

Property, plant and 
equipment  

Intangible assets 
(including computer 

software) 

2008
(53 weeks) 

£m

2007 
(52 weeks) 

(restated)  
£m  

2008 
(53 weeks)  

 
£m 

2007 
(52 weeks) 

(restated)  
£m 

Marketing and Distribution Division     
Americas  1.1 2.6  5.0 3.3 
Europe and Asia Pacific  4.1 4.2  5.3 3.6 

Total Marketing and Distribution Division  5.2 6.8  10.3 6.9 
Industrial Products Division  1.2 0.8  0.1 – 

Continuing operations  6.4 7.6  10.4 6.9 
Discontinued operations  – 0.6  – 0.1 

 6.4 8.2  10.4 7.0 

 

Depreciation
Amortisation of  

intangible assets  
Impairment of trade 

receivables 

Note

2008 
(53 weeks)

£m

2007
(52 weeks) 

(restated) 
£m

2008
(53 weeks) 

£m

2007 
(52 weeks)  

(restated)  
£m  

2008 
(53 weeks)  

 
£m 

2007 
(52 weeks)  

(restated)  
£m 

Marketing and Distribution Division      
Americas   2.7 2.9 5.8 5.4  0.8 0.7 
Europe and Asia Pacific   3.9 4.2 5.2 4.6  0.7 0.5 

Total Marketing and Distribution Division   6.6 7.1 11.0 10.0  1.5 1.2 
Industrial Products Division   1.3 1.4 0.2 0.2  0.1 0.1 

Continuing operations   7.9 8.5 11.2 10.2  1.6 1.3 
Discontinued operations  24 0.1 0.9 0.1 0.5  – 0.1 

  8.0 9.4 11.3 10.7  1.6 1.4 

Revenues between business segments are not significant. Head Office costs represent the cost of the central head office and the Group 
Board. Cash and cash equivalents and financial liabilities are managed on a Group basis and thus it is not practical to allocate these 
assets/liabilities to segments. 
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1 Segmental information continued 

Secondary reporting format – geographic segments 
The Group’s operations are based in two main geographical areas, the Americas and the UK, with the remainder based in the Rest of 
Europe and the Asia Pacific Region. 

Revenue Capital expenditure 

 Note

2008
(53 weeks) 

£m

2007
(52 weeks) 

(restated) 
£m

2008 
(53 weeks)  

 
£m 

2007 
(52 weeks)  

(restated)  
£m 

Americas  400.4 402.7 7.3 6.7 
UK  179.1 172.3 7.0 6.4 
Rest of Europe and Asia Pacific  165.2 148.3 2.5 1.4 

Continuing operations  744.7 723.3 16.8 14.5 
Discontinued operations  24 19.3 121.1 – 0.7 

 764.0 844.4 16.8 15.2 

Revenue from discontinued operations relates entirely to the UK (2007: £101.0 million in the UK and £20.1 million in the Rest of Europe  
and Asia Pacific). Capital expenditure from discontinued operations in 2007 related to the UK. 

The sales analysis above is based on the origin of the sale which is not materially different from the location of the customer. 

Segment assets 

2008  
£m  

2007  
£m 

Americas  226.8 202.2 
UK  143.0 217.5 
Rest of Europe and Asia Pacific  65.7 58.3 

 435.5 478.0 
Unallocated assets:   
Cash and cash equivalents  37.6 32.2 
Deferred tax assets  0.2 0.2 

 473.3 510.4 

IFRS does not require the restatement of prior year assets or liabilities for discontinued operations. 

2 Net operating expenses 

Note

2008 
(53 weeks)  

 
£m  

2007 
(52 weeks) 

(restated)  
£m 

Distribution costs  195.0 190.7 
Administrative expenses  11.2 10.2 
Research and development expenditure  1.3 1.5 

Continuing operations  207.5 202.4 
Discontinued operations  24 5.8 44.6 

 213.3 247.0 
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3 Net finance costs 

Note 

2008 
(53 weeks)  

£m  

2007 
(52 weeks)  

£m 

Finance income    
– interest receivable on short-term deposits   0.9 0.6 

Finance costs    
– interest payable on bank borrowings  (3.9) (2.8) 
– other interest payable  (7.8) (10.8) 
– preference dividend  (5.6) (6.7) 
– premium on redemption of preference shares  15 (1.3) (1.4) 
– gain on purchase of preference shares  15 0.9 0.3 

Total finance costs  (17.7) (21.4) 

Net finance costs  (16.8) (20.8)

4 Profit before taxation 
Profit before taxation from continuing operations is stated after charging/(crediting):  

Note 

2008  
(53 weeks) 

 
£m  

2007 
(52 weeks)  

(restated)  
£m 

Employee benefits expense  27 123.5 123.5 
Depreciation of property, plant and equipment   7.9 8.5 
Amortisation of intangible assets   11.2 10.2 
Profit on sale of property, plant and equipment  25 (0.8) (1.4) 
Operating lease rentals    
– plant and machinery   1.3 1.4 
– other   4.1 3.9 
Cost of inventories recognised as an expense (included in cost of sales)   418.6 410.8 
Research and development expenditure   1.3 1.5 
Impairment of trade receivables   1.6 1.3 

The above disclosures for discontinued operations are given in note 24. 

During the year the Group (including its overseas subsidiaries) obtained the following services from the Group’s auditor as detailed below: 

 

2008 
(53 weeks)  

£m  

2007 
(52 weeks)  

£m 

Audit services   
Fees payable to the Company auditor for the audit of the parent company and the consolidated  
financial statements  0.4 0.4 
Other services   
Fees payable to the Company’s auditor and its associates for other services:   
The audit of the Company’s subsidiaries pursuant to legislation (including £0.1 million in 2007 relating  
to discontinued operations)  0.2 0.2 
Further audit related services 0.1 – 
Services relating to taxation  0.1 0.1 

 0.8 0.7 

The fee for audit services shown above includes £0.1 million (2007: £0.1 million) in respect of the Company. 

Tax and other fees paid to the Group’s Auditors, PricewaterhouseCoopers LLP, are in respect of assignments carried out on a worldwide 
basis. It is the Group’s policy to employ PricewaterhouseCoopers LLP on assignments additional to their statutory duties where their 
expertise and experience of the Group is important, or where they are awarded assignments on a competitive basis. 

Tax services are in respect of tax compliance in a number of territories. 
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5 Taxation 

Note

2008  
(53 weeks) 

 
£m  

2007 
(52 weeks)  

(restated)  
£m 

Current taxation charge/(credit)   
– current year  18.0 16.2 
– adjustment in respect of prior years  – (0.4) 

 18.0 15.8 

Deferred taxation charge  17   
– current year  3.0 3.8 
– adjustment in respect of prior years  0.4 0.4 

 3.4 4.2 

Continuing operations  21.4 20.0 
Discontinued operations (note 24)  24 0.1 2.2 

 21.5 22.2 

Tax on items charged directly to equity:   
– current tax (credit)/charge on exchange movements offset in reserves  (1.4) 0.8 
– deferred tax (credit)/charge on actuarial gains/(losses)  (0.8) 4.4 
– deferred tax credit on purchase of preference shares (note 15) (0.6) (0.3) 

The tax for the period is lower than the standard rate of corporation tax in the UK (30%), and can be reconciled as follows: 

Note

2008 
(53 weeks)  

 
£m  

2007 
(52 weeks)  

(restated)  
£m 

Profit before taxation  71.2 62.3 
Preference dividends  5.6 6.7 

Profit before tax and preference dividends  76.8 69.0 

Profit before tax and preference dividends multiplied by 30%  23.0 20.7 
Effect of prior year adjustments  0.4 (0.1) 
Adjustments in respect of foreign tax rates  2.5 2.4 
Benefits from internal financing structure  (4.8) (4.0) 
Effect of UK corporation tax rate reduction on deferred tax balances (0.8) – 
Other  1.1 1.0 

Continuing operations  21.4 20.0 
Discontinued operations  24 0.1 2.2 

 21.5 22.2 
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6 Earnings per share 
Basic earnings per share is calculated by dividing the profit attributable to ordinary shareholders for the year by the weighted average 
number of ordinary shares in issue during the year, excluding those shares held by the Premier Farnell Executive Trust (note 20). For diluted 
earnings per share, the weighted average number of ordinary shares in issue is adjusted to assume issue of all dilutive potential ordinary 
shares, being those share options and awards with a non-market based performance condition granted to employees where the exercise 
price is less than the average market price of the Company’s ordinary shares during the year. At 3 February 2008 and 28 January 2007,  
the performance criteria for the vesting of those awards with a market based performance condition had not been met and, consequently, 
the shares in question are excluded from the diluted earnings per share calculation. 

Reconciliations of earnings and the weighted average number of ordinary shares used in the calculations are set out below. 

Earnings 
2008

(53 weeks) 
£m 

Basic 
earnings 

per share 
2008

(53 weeks)
pence

Diluted 
earnings 

per share 
2008 

(53 weeks) 
pence 

Earnings  
2007 

(52 weeks)  
£m  

Basic and 
diluted 

earnings per 
share  
2007 

(52 weeks) 
(restated) 

pence 

Continuing operations 49.8 13.7 13.6 42.3 11.6 
Discontinued operations (13.5) (3.7) (3.7) 10.1 2.8 

Total (attributable to ordinary shareholders) 36.3 10.0 9.9 52.4 14.4 

 

2008  
Number  

2007  
Number 

Weighted average number of shares  363,476,320 363,328,421 
Dilutive effect of share options  1,913,997 1,293,627 

Diluted weighted average number of shares  365,390,317 364,622,048 

7 Ordinary dividends 
Ordinary dividends paid during the year were as follows: 

 

2008 
(53 weeks)  

£m  

2007 
(52 weeks)  

£m 

Interim paid of 4.0p (2007: 4.0p) per share  14.5 14.5 
Prior year final paid of 5.0p (2007: 5.0p) per share  18.2 18.1 

 32.7 32.6 

Dividends amounting to £68,735 (2007: £27,360) in respect of the Company’s ordinary shares held by the Premier Farnell Executive Trust 
(note 20) have been waived in arriving at the aggregate of ordinary dividends paid. 

The Directors are proposing a final dividend in respect of the financial year ended 3 February 2008 of 5.2 pence per share which will  
absorb £18.9 million of shareholders’ funds. This is subject to approval at the Annual General Meeting and thus has not been provided  
for at 3 February 2008. Once approved, the final dividend will be paid on 25 June 2008 to shareholders on the register of members  
on 30 May 2008. 
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8 Goodwill 
 £m 

Cost  
At 30 January 2006 50.0 
Currency translation adjustment (0.4)

At 28 January 2007  49.6 
Additions (note 23) 0.9 
Disposals (note 24) (19.3)
Currency translation adjustment  (0.1)

At 3 February 2008  31.1 

In accordance with IAS 36, goodwill of £26.6 million for the purpose of impairment testing has been allocated to the cash generating unit 
that comprises Farnell UK. 

The recoverable amounts have been measured based on value in use. 

The key assumptions in the value in use calculations, which were performed for the cash generating unit that comprises Farnell UK, based 
on data available at the mid-point of the financial year, were as follows: 

– Sales growth for the current year was based on internal forecasts with growth in the five subsequent years broadly in line with historic  
UK GDP and a terminal growth rate of 2.25%. 

– Gross margins were projected based on recent trends. 

– A market risk premium, of 4.5%, was used in calculating the weighted average cost of capital. 

Forecast cash flows have been prepared for a period of five years. From the second year onwards, the rate of growth used does not 
exceed the long-term growth rate for the industry in which the business operates. 

The cash flows that these projections produce have been discounted at a post-tax discount rate of 10.9%. 

No impairment arose during the year as a result of this test. 

The remaining goodwill of £4.5 million is allocated across five different cash generating units. No impairments arose during the year in 
relation to these amounts. 
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9 Other intangible assets 
Computer 

software  
£m 

Other  
£m 

Total  
£m 

Cost    
At 30 January 2006  69.1 3.5 72.6 
Additions  7.0 – 7.0 
Business disposals (note 24)  (0.9) – (0.9)
Other disposals  (0.1) – (0.1)
Currency translation adjustment  (2.7) (0.3) (3.0)

At 28 January 2007  72.4 3.2 75.6 
Additions  10.4 – 10.4 
Business disposals (note 24)  (3.9) – (3.9)
Currency translation adjustment  – – – 

At 3 February 2008  78.9 3.2 82.1 

Amortisation    
At 30 January 2006 45.0 0.1 45.1 
Charge for the year  10.6 0.1 10.7 
Business disposals (note 24)  (0.8) – (0.8)
Other disposals  (0.1) – (0.1)
Currency translation adjustment  (1.5) – (1.5)

At 28 January 2007  53.2 0.2 53.4 
Charge for the year  11.2 0.1 11.3 
Business disposals (note 24)  (2.7) – (2.7)
Currency translation adjustment  – – – 

At 3 February 2008  61.7 0.3 62.0 

Net book amounts    
At 3 February 2008  17.2 2.9 20.1 

At 28 January 2007  19.2 3.0 22.2 

Computer software comprises software that is separately identifiable from plant and equipment and includes software licences and the 
capitalisation of internal labour relating to software development. 

Other intangible assets relate to the following items acquired through business combinations: 

 £m  Useful life 

Contractually-based customer relationships and tradenames  2.7 20 years 
Patents  0.2 18 years 

 2.9  
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10 Property, plant and equipment 

Note

Freehold 
land and 
buildings 

£m

Plant and 
equipment  

£m 
Total  

£m 

Cost   
At 30 January 2006  63.7 83.8 147.5 
Additions  1.0 7.2 8.2 
Business disposals  24 (1.5) (2.2) (3.7)
Other disposals  (5.4) (2.3) (7.7)
Currency translation adjustment  (3.1) (4.0) (7.1)

At 28 January 2007  54.7 82.5 137.2 
Additions  0.5 5.9 6.4 
Business disposals  24 (1.5) (2.9) (4.4)
Other disposals  (1.9) (12.3) (14.2)
Currency translation adjustment  0.8 2.1 2.9

At 3 February 2008  52.6 75.3 127.9 

Depreciation   
At 30 January 2006  19.8 60.4 80.2 
Charge for the year  1.6 7.8 9.4 
Business disposals  24 (0.6) (2.1) (2.7)
Other disposals  (2.1) (1.9) (4.0)
Currency translation adjustment  (1.1) (3.4) (4.5)

At 28 January 2007  17.6 60.8 78.4 
Charge for the year  1.3 6.7 8.0 
Business disposals  24 (0.3) (1.9) (2.2)
Other disposals  (0.9) (12.2) (13.1)
Currency translation adjustment  0.1 1.5 1.6

At 3 February 2008  17.8 54.9 72.7 

Net book amounts   
At 3 February 2008  34.8 20.4 55.2 

At 28 January 2007  37.1 21.7 58.8 

Capital commitments authorised and contracted at 3 February 2008 amounted to nil (2007: £0.1 million). 

11 Inventories 
2008  

£m  
2007  

£m 

Raw materials  2.1 2.4 
Work in progress  4.7 4.3 
Finished goods and goods for resale  147.7 156.0 

 154.5 162.7 

The cost of inventory recognised as an expense and included in cost of sales for continuing operations amounted to £418.6 million  
(2007: £410.8 million). 

During the year £2.2 million (2007: £3.2 million), was recognised as an expense for continuing operations relating to the write-down  
of inventory to net realisable value. 
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12 Trade and other receivables 

 
2008  

£m  
2007  

£m 

Trade receivables  108.2 114.0 
Less: provision for impairment  (3.7) (3.6)

Net trade receivables  104.5 110.4 
Other receivables  4.8 4.3 
Prepayments and accrued income  11.9 13.2 

 121.2 127.9 

Trade receivables can be analysed as follows: 

 
2008  

£m  
2007  

£m 

Not past due  85.8 91.7 
Past due but not impaired 17.5 17.9 
Past due and impaired 4.9 4.4 

 108.2 114.0 

The ageing of trade receivables classed as past due but not impaired is as follows: 

 
2008  

£m  
2007  

£m 

Up to 1 month past due  12.8 13.6 
Between 1 and 2 months past due 3.1 3.0 
Over 2 months past due 1.6 1.3 

 17.5 17.9 

The movement in the provision for impairment of trade receivables can be reconciled as follows: 

 
2008  

£m  
2007  

£m 

Provision brought forward  3.6 4.4 
Provision for impairment 1.6 1.4 
Amounts written off (1.2) (1.4)
Provision released (0.3) (0.3)
Business disposed (0.1) (0.4)
Exchange movement 0.1 (0.1)

Provision carried forward 3.7 3.6 

The carrying amounts of trade and other receivables are denominated in the following currencies: 

 
2008  

£m  
2007  

£m 

Sterling  34.0 51.0 
US dollars 52.8 49.0 
Euro 20.9 17.0 
Other 13.5 10.9 

 121.2 127.9 

The fair value of trade and other receivables is disclosed in note 19. 
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13 Cash and cash equivalents 
Cash and cash equivalents comprise balances at bank and short-term deposits repayable on demand and available within one day without 
penalty. 

Cash, cash equivalents and bank overdrafts include the following for the purposes of the cash flow statement: 

Note
2008  

£m  
2007  

£m 

Cash and cash equivalents  37.6 32.2 
Bank overdrafts  14 – (10.9) 

 37.6 21.3 

14 Financial liabilities 

Note
2008  

£m  
2007  

£m 

Current   
Bank overdrafts  – 10.9 
Other loans  0.1 0.1 

Current borrowings  0.1 11.0 
Derivative financial instruments  19 2.9 0.1 

 3.0 11.1 

Non-current   
Bank loans  85.7 82.0 
5.3% US dollar Guaranteed Senior Notes payable 2010  33.5 33.7 
5.9% US dollar Guaranteed Senior Notes payable 2013  80.7 81.1 
Other loans  2.9 2.5 

Non-current borrowings  202.8 199.3 
Preference shares  15 85.9 103.1 

 288.7 302.4 

The above current and non-current borrowings are unsecured. Further details of the Group’s borrowing facilities are given in note 19. 

Current and non-current borrowings and preference shares are repayable as follows: 

2008  
£m  

2007  
£m 

Within one year  0.1 11.0 
Between one and two years  0.1 0.1 
Between two and five years  119.4 115.9 
After five years  169.2 186.4 

 288.8 313.4 

15 Preference shares 
Cumulative, convertible, redeemable preference shares of £1 each 

2008 
Number 

2007  
Number 

Authorised  32,000,000 32,000,000 
Allotted, called up and fully paid  5,773,721 7,010,221 

Under IAS 39, the Company’s cumulative, convertible, redeemable preference shares are required to be split into debt and equity 
components with the preference dividend being classified as a finance cost. The fair value of the debt element is established on issue  
of the shares, based on the discounted cash flows of the instrument to the date of maturity and is then increased each year on a straight  
line basis through the income statement in order to arrive at the redemption amount payable on maturity of the shares. 
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15 Preference shares continued 
The movement in the debt and equity elements during the year is as follows: 

 

Equity 
element  

£m  

Debt 
element  

£m 

At 29 January 2007  18.4 103.1 
Premium on redemption  – 1.3 
Purchase of preference shares  (3.2) (18.5)

At 3 February 2008  15.2 85.9 

During the year the Company purchased and cancelled 1,236,500 of its preference shares at a total cash cost of £17.7 million. Based on 
the book value and fair value of the instrument at the date of purchase, the financial liability element of the preference shares was reduced  
by £18.5 million and the equity element by £3.2 million. A gain of £0.9 million was recognised in the income statement being the difference 
between the book value and fair value of the financial liability element at the date of purchase. The gain arising from the difference between 
the book value and fair value of the equity element of £3.1 million was recognised as a movement in retained earnings. A deferred tax credit 
of £0.6 million arose which is also recognised as a movement in retained earnings. A transfer from retained earnings of £1.2 million to non-
distributable reserves was made in order to maintain the legal nominal value of share capital. 

In the prior year, the Company purchased and cancelled 565,000 of its preference shares at a total cost of £8.4 million, resulting in a gain of 
£0.3 million being recognised in the income statement. The prior year Consolidated Statement of Recognised Income and Expense (SORIE) 
included the associated deferred tax credit arising of £0.3 million. However, the deferred tax credit should not be reflected through the 
SORIE and thus the prior year SORIE has been restated to exclude this amount. The restatement has no impact on retained earnings or 
shareholders’ funds. 

At 3 February 2008, the preference shares comprised 148,368 (2007: 149,478) US$1.35 cumulative, convertible, redeemable preference 
shares of £1 each (the ‘US preference shares’) and 5,625,353 (2007: 6,860,743) 89.2p cumulative, convertible, redeemable preference 
shares of £1 each (the ‘sterling preference shares’ and, together with the US preference shares, the ‘preference shares’). The rights and 
restrictions attaching to the preference shares are as follows: 

1) Currency 
Holders of preference shares are entitled to receive a preferential dividend, a distribution on a winding up and a payment on redemption. 
Holders of US preference shares receive such payments in US dollars. Holders of sterling preference shares receive such payments  
in sterling. 

2) Changeover 
A holder of US preference shares may serve notice on the Company requiring that some or all of their US preference shares be changed  
to sterling preference shares. 

3) Income 
a)  Each holder has a right to receive a fixed cumulative preferential dividend at the rate of US$1.35 per annum for every £1 of nominal  

value for the US preference shares and at the rate of 89.2p per annum for every £1 of nominal value for the sterling preference shares. 
Dividends on the preference shares are payable half-yearly in arrears in equal amounts, on 26 January and 26 July. 

b)  The fixed cumulative preferential dividends payable in respect of the preference shares are paid in priority to any dividend payable to  
the holders of ordinary shares and in priority to or pari passu with the holders of any other class of preference shares in the capital  
of the Company. 

c) If a holder of US preference shares has elected to changeover his US preference shares to sterling preference shares then the fixed 
cumulative preferential dividend and any arrears payable after the changeover date will be paid at the sterling rate set out above. 

4) Conversion 
a)  Each holder of preference shares is entitled to convert all or any of his fully paid preference shares into fully paid ordinary shares at the 

rate of 10.3432p in nominal amount of ordinary share capital for every £1 in nominal amount of preference share capital so converted  
(the ‘conversion rate’). 

b) The preference shares may be converted on any date at the option of the holder on and from the date of issue up to and including  
22 April 2016. 

c) If at any time 75% or more of all the preference shares have been converted into ordinary shares (but assuming, for this purpose only, 
that any preference shares which have been converted into ordinary shares pursuant to the special conversion right made available  
in 2002 had never been issued or converted), the Company may give written notice to the remaining holders of preference shares to 
convert the remaining preference shares into ordinary shares. 

d) The conversion rate may be subject to adjustment if, inter alia, the Company makes an issue of ordinary shares by way of capitalisation  
of profits or reserves, a rights issue or another offer to ordinary shareholders or if there is a change of control in the Company following  
a take-over offer or if a capital distribution is made. 
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15 Preference shares continued 

5) Redemption 
The Company shall (subject to any statutory restrictions) on 29 April 2016 redeem all the US preference shares in issue at US$25 for every 
£1 of nominal value and all the sterling preference shares in issue at £16.518 for every £1 of nominal value. 

6) Voting 
Each preference share entitles the holder to receive notice of but not to attend or vote at general meetings of the Company save in limited 
circumstances. Subject to being entitled to vote on any resolution, each holder of preference shares has one vote on a show of hands and 
on a poll every such holder has one vote for every ordinary share to which he would be entitled on conversion of his preference shares. 

7) Winding up 
Subject to the rights attached to any shares issued on any special terms and conditions, on a return of capital on a winding-up of the 
Company the assets available for distribution will be applied, first, in paying to each holder of a preference share any arrears and accruals of 
the preferential dividend; second, in repaying US$25 for every £1 of nominal value for the US preference shares and £16.518 for every £1  
of nominal value for the sterling preference shares; third, in repaying the capital paid up on each ordinary share; and fourth, in distributing  
the remainder rateably among the members of the Company according to the amounts paid up on their respective holdings of shares in  
the Company, each preference share being treated for this purpose as if converted at the conversion rate applicable into fully paid ordinary 
shares immediately prior to the commencement of the winding-up. 

16 Trade and other payables 
2008  

£m  
2007  

£m 

Trade payables  41.5 51.2 
Payroll and other taxes  5.6 5.6 
Other creditors  5.6 7.0 
Accruals and deferred income  31.6 31.1 

 84.3 94.9 

17 Deferred tax 
Deferred tax is calculated in full on temporary differences under the liability method. 

The movement on the net deferred tax liability is as follows: 

2008  
£m  

2007  
£m 

Brought forward  (30.5) (24.9) 
Charge for the year  (3.4) (4.2)
Discontinued operations – 0.2 
Currency translation adjustment  (0.3) 2.5 
Taken to equity (employee benefits)  0.8 (4.4) 
Taken to equity (purchase of preference shares)  0.6 0.3 

Carried forward  (32.8) (30.5) 

Comprising:   
Non-current assets  0.2 0.2 
Non-current liabilities  (33.0) (30.7) 

 (32.8) (30.5) 

Deferred tax assets have been recognised in respect of any significant tax losses and other temporary differences giving rise to deferred tax 
assets where it is probable that these assets will be recovered. Deferred tax is recognised in respect of any unremitted earnings of overseas 
subsidiaries where such remittance is envisaged in the foreseeable future and would have a significant impact on the tax liability. 

During the year, as a result of the change in UK corporation tax rates which will be effective from 1 April 2008, deferred tax balances have 
been re-measured. Deferred tax relating to temporary differences which are expected to reverse prior to 1 April 2008 have been measured 
at 30% and deferred tax relating to temporary differences expected to reverse after 1 April 2008 have been measured at the tax rate of 
28%, being the tax rates which will apply on reversal. The impact of this is a credit within the deferred tax charge for the year of £0.8 million 
(2007: nil). 

During the year it was also announced that the availability of tax allowances on certain expenditure on buildings would be phased out and 
this will be enacted as part of the 2008 Budget, effective from 1 April 2008. It is expected that this change will increase the Group’s deferred 
tax liabilities in the next financial year by £0.8 million. 
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17 Deferred tax continued 
The movements in deferred tax assets and liabilities (prior to the offsetting of balances within the same jurisdiction as permitted by IAS 12) 
during the period are shown below. Deferred tax assets and liabilities are only offset where there is a legally enforceable right of offset and 
there is an intention to settle the balances net. 

Liabilities Assets   Net 

2008 
£m 

2007 
£m 

2008 
£m 

2007  
£m   

2008  
£m  

2007  
£m 

Accelerated tax depreciation  (9.4) (11.6) – – (9.4) (11.6)
Employee benefits  (19.6) (20.3) 4.0 6.7 (15.6) (13.6)
Fair value of property, plant and equipment acquired  (1.3) (1.3) – – (1.3) (1.3)
Fair value of intangible assets acquired  (1.1) (1.1) – – (1.1) (1.1)
Preference shares  (2.4) (3.6) – – (2.4) (3.6)
Other short-term timing differences  (9.4) (5.8) 6.4 6.5 (3.0) 0.7 

 (43.2) (43.7) 10.4 13.2 (32.8) (30.5)

£0.2 million (2007: £0.2 million) of the deferred tax assets were not available for offset against deferred tax liabilities and have therefore been 
included within non-current assets. 

18 Provisions 
BuckHickman  
reorganisation  

£m 

Dilapidation  
costs  

£m 
Total  

£m 

At beginning of year  0.6 1.1 1.7 
Utilised in the year  (0.1) – (0.1)
Disposals (note 24) (0.5) (1.1) (1.6)

At end of year  – – – 

 

 
2008  

£m  
2007  

£m 

Current  – 0.8 
Non-current  – 0.9 

 – 1.7 

BuckHickman reorganisation 
On 27 January 2006, the Group announced a restructuring of its BuckHickman business. This comprised a restructuring of the sales  
and logistics operations under which branches will focus solely on delivering sales and customer service by relinquishing responsibility for 
procurement, local inventory and logistics. These activities have been streamlined through the creation of a number of regional distribution 
centres, supported by the business’ national distribution centre in Coventry. The restructuring also included a review of the profitability of 
customer contracts and the centralisation of procurement. 

In the period up to the disposal of the BuckHickman business, £0.1 million of the provision was utilised. 

Dilapidation costs 
Provision for dilapidation costs represents the estimated cost of dilapidation work on BuckHickman leased properties prior to the properties 
being vacated at the end of their lease term. The BuckHickman business was disposed on 10 April 2007. 
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19 Financial instruments 
The Group is exposed to a number of different market risks in the normal course of business including liquidity, credit, interest rate and 
foreign currency risks. 

Liquidity risk 
Established procedures are in place to ensure that the operational and working capital requirements of the Group can be met at all times. 
These include: 

– Weekly review, monitoring and forecasting of working capital requirements across Group companies 

– Use of short term, local bank facilities 

– Operation of short term money market dealing lines 

– The implementation and ongoing review of committed multi-currency bank facilities, which are available at short notice. The Group has 
£198.1 million of available bilateral banking facilities, which carry a LIBOR based floating rate of interest. The facilities expire mid-2010, 
and at 3 February 2008 £112.3 million of these facilities were unutilised.  

Credit risk 
The Group has a customer credit policy in place and the exposure to credit risk is monitored on an ongoing basis through the use of 
customer credit limits. Investments are allowed only in short term instruments and only with counterparties that have sound credit ratings. 
The Group’s treasury policy stipulates the minimum credit rating that a banking institution must have before deposits can be made.  
Given the high credit quality of counterparties with whom the Group has investments, the Directors do not expect any counterparty  
to fail to meet its expectations. 

A 3 February 2008 and 28 January 2007 there were no significant concentrations of credit risk. The maximum exposure to credit risk  
is represented by the carrying amount of each financial asset included in the balance sheet. 

Hedging interest rate risk 
The Group adopts a policy of ensuring that it has an appropriate mix of fixed and floating rates in managing its exposure to changes in 
interest rates on borrowings. Interest rate swaps are entered into, where necessary, to achieve this appropriate mix. At 3 February 2008  
the Group was not party to any interest rate swaps (28 January 2007: nil). 

At 3 February 2008, if interest rates on foreign currency denominated borrowings had been 50 basis points higher / lower with all other 
variables held constant, pre tax profit for the year would have been £0.2 million lower / higher (2007: £0.3 m). At 3 February 2008, if interest 
rates on pound sterling denominated borrowings had been 50 basis points higher / lower with all other variables held constant, pre tax profit 
for the year would have been £0.2 million lower / higher (2007: £0.1 m).  

Foreign currency risk 
The Group is exposed to foreign currency risk on sales, purchases and borrowings that are denominated in currencies other than pounds 
sterling. The currencies giving rise to this risk are primarily the Euro and US dollar. 

The Group hedges significant foreign currency exposures in respect of forecast sales and purchases of inventory through foreign exchange 
contracts. All such foreign exchange contracts have maturities of less than one year. 

The Group does not hedge profit translation exposure, unless there is a corresponding cash flow, since such hedges provide only a 
temporary deferral of the effects of movement in foreign exchange rates. Similarly, whilst a significant proportion of the Group’s borrowings 
are denominated in US dollars, the Group does not specifically hedge all of its long term investments in overseas assets. 

At 3 February 2008, if the US dollar had weakened / strengthened against the pound sterling by one cent, with all other variables held 
constant, operating profit for the year would have been £0.25 million lower / higher, mainly due to the translation of overseas results. Net 
assets would not have been significantly different as a result of a similar one cent movement. 

At 3 February 2008, if the Euro had weakened / strengthened against the pound sterling by one cent, with all other variables held constant, 
operating profit for the year would have been £0.2 million lower / higher, mainly due to the translation of overseas results. Net assets would 
have been £0.4 lower / higher as a result of a similar one cent movement. 

Estimation of fair values 
The main methods and assumptions used in estimating the fair values of financial instruments are as follows: 

– Derivatives: forward exchange contracts are marked to market using listed market prices. 

– Interest-bearing loans and borrowings: fair value is calculated based on discounted expected future principal and interest cash flows. 

– Convertible redeemable preference shares: fair value is based on quoted market prices. 

– Trade and other receivables/payables: the notional amount for trade receivables/payables with a remaining life of less than one year are 
deemed to reflect their fair value. 
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19 Financial instruments continued 

Net fair value of derivative financial instruments 
The Group classifies its forward exchange contracts hedging forecast trading transactions as cash flow hedges and states them at fair 
value. The net fair value of forward exchange contracts used as hedges of forecasted trading transactions at 3 February 2008 was  
£2.9 million (28 January 2007: £0.1 million), which was reflected in a hedging reserve at that date. 

Hedge of net investment in foreign subsidiaries 
The Group’s US dollar denominated private placement notes totalling $225 million and unsecured loans of $44 million partially hedge the 
Group’s investment in its US subsidiaries. The Group’s Euro denominated unsecured loans of Euro 10 million partially hedge the Group’s 
investment in its European Union member subsidiaries. The fair value of the US dollar borrowings at 3 February 2008 was £142.1 million  
(28 January 2007: £144.0 million) and the fair value of the Euro borrowings was £7.5 million (28 January 2007: £19.1 million). A foreign 
exchange loss of £0.6 million (28 January 2007: gain of £19.4 million) was recognised in equity during the year on translation of these loans 
to pounds sterling. 

Fair value of long-term borrowings and preference shares 
The book and fair values of the Group’s long-term borrowings and preference shares are as follows: 

Book value 
2008 

£m 

Fair value  
2008  

£m  

Book value  
2007  

£m  

Fair value  
2007  

£m 

Long-term borrowings  202.8 208.5 199.3 196.6 
Preference shares  101.1 78.0 121.5 100.0 

The book value of the preference shares at 3 February 2008 comprises the equity element of £15.2 million (2007: £18.4 million) and the 
debt element of £85.9 million (2007: £103.1 million). 

Fair value of other financial instruments 
The book and fair values of the Group’s other financial instruments are as follows: 

Book value 
2008 

£m 

Fair value  
2008  

£m  

Book value  
2007  

£m  

Fair value  
2007  

£m 

Assets    
Cash at bank and in hand  37.6 37.6 32.2 32.2 
Trade and other receivables  109.3 109.3 114.7 114.7 
 
Liabilities and derivatives    
Short-term borrowings  0.1 0.1 11.0 11.0 
Derivative financial instruments  2.9 2.9 0.1 0.1 
Trade and other payables  52.7 52.7 63.8 63.8 
Short-term provisions  – – 0.8 0.8 
Non-current provisions  – – 0.9 0.9 
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19 Financial instruments continued 

Maturity of financial liabilities 
The table below analyses the Group’s financial liabilities which will be settled on a net basis into relevant maturity groupings based on  
the remaining period at the balance sheet date to the contractual maturity date. The amounts disclosed in the table are the contractual 
undiscounted cash flows. Balances due within 12 months equal their carrying balances as the impact of discounting is not significant. 

At 3 February 2008 

Less than 1 
year
£m 

Between 1 
and 2 years

£m

Between 2 
and 5 years 

£m 

Over  
5 years 

£m 

Borrowings 10.6 10.6 134.2 82.8 
Preference shares 5.1 5.1 15.3 111.4 
Derivative financial instruments 2.9 – – – 
Trade and other payables 52.7 – – – 

 

At 28 January 2007 

Less than 1 
year
£m 

Between 1 
and 2 years

£m

Between 2 
and 5 years 

£m 

Over  
5 years 

£m 

Borrowings 10.5 10.5 136.9 89.6 
Preference shares  6.2 6.2 18.7 135.5 
Derivative financial instruments 0.1 – – – 
Trade and other payables 63.8 – – – 

The table below analyses the Group’s derivative financial instruments which will be settled on a gross basis into relevant maturity groupings 
based on the remaining period at the balance sheet to the contractual maturity date. The amounts disclosed in the table are the contractual 
undiscounted cash flows. Balances due within 12 months equal their carrying balances as the impact of discounting is not significant. 

At 3 February 2008 

Less than 1 
year
£m 

Between 1 
and 2 years

£m

Between 2 
and 5 years 

£m 

Over 5 
years 

£m 

Forward foreign exchange contracts – cash flow hedges   
Outflow 56.3 – – – 
Inflow – – – – 

 

At 28 January 2007 

Less than 1 
year
£m 

Between 1 
and 2 years

£m

Between 2 
and 5 years 

£m 

Over  
5 years 

£m 

Forward foreign exchange contracts – cash flow hedges   
Outflow 10.9 – – – 
Inflow 1.6 – – – 

Effective interest rates 
The effective interest rates of interest-bearing financial liabilities at the year end were as follows: 

2008 2007 

Short-term borrowings  5.7% 5.7% 
Bilateral bank facilities  5.2% 5.3% 
US dollar private placement notes  5.7% 5.7% 

Capital risk management 
The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going concern in order to provide 
returns for shareholders and benefits for other stakeholders and to maintain an appropriate capital structure. In order to maintain or adjust 
the capital structure, the Group will take in to consideration the amount of dividents paid to shareholders, the level of debt and the number  
of  shares in issue. 

When monitoring capital the Group will take into consideration the gearing ratio. This is calculated as the ratio of net debt to total equity. 
Management consider the capital base of the Group to be shareholders’ equity as show in note 22 to the consolidated financial statements. 
Net debt is calculated as total borrowings (including current and non-current borrowings and the debt element of preference shares as 
shown in the consolidated balance sheet) less cash and cash equivalents. Total equity is as shown in the consolidated balance sheet.  
At the year end the ratio was 12.5:1 (2007: 23.4:1). 
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20 Ordinary shares 

Group and Company 

 2008  
Nominal  

value  
£m 

2007 
Nominal  

value 
£m 

Authorised   
500,000,000 ordinary shares of 5p each (2007: 500,000,000)  25.0 25.0 

Allotted, called up and fully paid   
At 28 January 2007 (363,881,954 shares)  18.2 18.1 
Allotted under share option schemes (800,731 shares)  – 0.1 

At 3 February 2008 (364,682,685 shares)  18.2 18.2 

Allotments during the year 
On various dates during the year, allotments were made under the Company’s Executive Share Option Schemes totalling 800,731 (2007: 
718,224) ordinary shares with a nominal value of £40,037 (2007: £35,911) for a cash consideration of £1.4 million (2007: £1.2 million). 

Potential issues of ordinary shares 
Executive Share Option Scheme 
The Executive Share Option Scheme (ESOS) is available to Executive Directors and other senior management. Grants are made with a 
value up to 100% of an individual’s annual salary. Vesting of options is subject to a performance condition based on the growth in earnings 
per share over a minimum three year period exceeding RPI growth over the same period by a pre-determined amount. Further details of the 
vesting conditions are given in the Remuneration Report starting on page 64. Following the Company’s Annual General Meeting on 12 June 
2007, it is intended that, generally, the Company will no longer grant executive share options to those individuals receiving awards under the 
Performance Share Plan (see below). Both approved and unapproved share options are exercisable between three and ten years from  
the date of grant. 

At 3 February 2008, the aggregate number of shares covered by options under the Company’s Executive Share Option Scheme is 
9,627,061 (2007: 13,434,041) and the total potential consideration is £18.1 million (2007: £26.3 million). The following table summarises 
information about these options:  

Range of exercise prices 2008 Number
2008 Weighted average 

remaining contractual life 2007 Number 
2007 Weighted average  
remaining contractual life 

£1.00 – £2.00 7,358,328 7.21 9,313,016 7.99 
£2.00 – £3.00 1,848,583 6.69 3,617,875 7.31 
£3.00 – £4.00 115,000 3.36 115,000 4.36 
£4.00 – £5.00 280,150 2.25 363,150 3.25 
£5.00 – £6.00 25,000 2.66 25,000 7.64 

 9,627,061 6.90 13,434,041 7.64 

Save As You Earn Option Scheme 
Grants under the Save As You Earn (SAYE) option scheme are available to all eligible UK employees and are not subject to any performance 
conditions, although do require the employee to save over a three or five year period. SAYE options are exercisable within six months after 
the end of the savings contract. 

At 3 February 2008, the aggregate number of shares covered by options under the Company’s Save As You Earn option scheme  
is 872,254 (2007: 964,651) and the total potential consideration of £1.3 million (2007: £1.6 million) is made up as follows: 

Number of shares outstanding 

Date of grant  
Option 

price  2008  2007 

April 2004 194p 88,836 317,657 
April 2005 143p 361,849 506,790 
April 2006 180p 81,445 140,204 
April 2007 152p 340,124 – 

  872,254 964,651 
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20 Ordinary shares continued 
Performance Share Plan (previously referred to as the Long-Term Incentive Plan) 
Prior to the Company’s Annual General Meeting on 12 June 2007, under the Company’s Performance Share Plan (PSP), Executive 
Directors and senior executives were awarded rights to acquire ordinary shares with the value up to 100% of salary in any one year.  
The main performance condition was based on the growth of the Company’s total shareholder return, TSR, (share price growth and 
reinvested dividends) over a three year period relative to the companies in the FTSE mid-250 Index (excluding investment trusts).  
Following approval at the 12 June 2007 Annual General Meeting, the upper limit for awards was increased to 150% of salary in any one 
year. In addition, half of the award made to Executive Directors is now subject to a relative TSR performance condition over a three year 
period. The other half of the award to Executive Directors, together with participants other than Executive Directors, is now subject to an 
earnings per share performance condition, and will not vest unless the annual compound growth rate of the Company’s earnings per share 
over a three year performance period exceeds the annual compound growth rate of RPI over the same period by 4%. Further details of the 
performance conditions are available in the Remuneration Report starting on page 64. 

At 3 February 2008, the aggregate number of outstanding shares covered by grants under the PSP, was 4,700,671 (2007: 2,490,451)  
as follows: 

Number of  
ordinary shares  

Date of grant  2008 2007 

April 2004 –  901,805 
April 2006  1,347,391 1,588,646 
June 2007 3,304,859 – 
July 2007 48,421 – 

 4,700,671 2,490,451 

Restricted Share Plan 
Under the Company’s Restricted Share Plan (RSP), two individuals have been granted rights to ordinary shares which carry no vesting 
conditions other than the requirement that the employee must still be in the Company’s employment at the vesting date. During the year 
53,034 (2007: nil) shares vested under the plan. At 3 February 2008 there were 100,776 (2007: 104,495) outstanding ordinary shares 
granted under the plan of which 51,461 vest on 27 March 2008 and 49,315 vest on 1 March 2009. 

Premier Farnell Executive Trust 
The Premier Farnell Executive Trust has acquired ordinary shares in the open market in order to partially meet obligations under the Premier 
Farnell Performance Share Plan or to provide similar employee benefits. The costs of administering the plan are borne by the Company.  
The Trustees have waived the right to receive dividends in respect of the ordinary shares held by the Trust. During the year the Trust 
acquired 1,153,693 of the Company’s ordinary shares for a total cash consideration of £2.5 million, and the Trust used 53,034 ordinary 
shares to satisfy vesting conditions under the Restricted Share Plan. At 3 February 2008, the Trust held 1,404,659 (2007: 304,000)  
ordinary shares with a total nominal value of £70,233 (2007: £15,200) and a total market value of £2.1 million (2007: £0.6 million). 

Reconciliation of option movements during the year 
A reconciliation of option movements under the ESOS and SAYE is as follows: 

2008 2007 

Number 
(’000)

Weighted
average 
exercise 

price 
Number  

(’000) 

Weighted 
average 
exercise 

price 

Outstanding:   
Beginning of year  14,399 £1.93 14,261 £2.06 
Granted  400 £1.52 3,843 £1.89 
Forfeited  (2,046) £1.84 (2,738) £2.17 
Exercised  (801) £1.77 (718) £1.61 
Expired  (1,453) £2.64 (249) £6.84 

End of year  10,499 £1.85 14,399 £1.93 

Exercisable  4,994 £2.13 3,023 £2.17 
Weighted average remaining contractual life (years)  6.8  7.8 

The weighted average share price at the date of exercise for share options exercised during the year was £2.06 (2007: £1.99). 
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20 Ordinary shares continued 
Reconciliation of share award movements during the year  
A reconciliation of movements in awards under the PSP is as follows: 

 Number of awards (‘000s) 

 2008 2007 

Outstanding:   
Beginning of year 2,490 2,690 
Granted 3,465 1,717 
Forfeited (352) (440)
Expired (902) (1,477)

End of year 4,701 2,490 

Weighted average remaining contractual life (years) 2.1 1.5 

21 Share-based payments 
The total charge for share-based payments was £2.3 million (2007: £2.1 million) all of which related to equity settled transactions. After tax, 
the total charge was £2.4 million (2007: £2.0 million). 

The fair value of the Company’s principal grants made in the year and the assumptions used in the calculations are as follows: 

 2008  2007 

Plan PSP PSP SAYE 3yr/5yr ESOS PSP SAYE 3yr/5yr 

Primary performance 
condition EPS TSR – EPS TSR – 
Grant date  14/6/07 14/6/07 17/4/07 20/10/06 4/4/06 18/4/06 
Share price  
at grant date  £2.08 £2.08 £2.13 £1.88 £2.12 £2.02 
Exercise price  N/A N/A £1.52 £1.88 N/A £1.80 
Number granted  3,099,106 317,773 314,884/89,183 3,463,018 1,717,337 121,686/38,445 
Option pricing model  Black-Scholes Monte Carlo Black-Scholes Binomial lattice Monte Carlo Black-Scholes 
Vesting period (years)  3 3 3/5 3 3 3/5 
Expected volatility  35% 35% 35% 35% 40% 40% 
Contractual life (years)  3 3 3.5/5.5 10 3 3.5/5.5 
Correlation with 
comparators N/A 20% N/A N/A 20% N/A 
Risk free rate  N/A N/A 5.5% 4.9% N/A 4.7% 
Dividend yield  4.3% 4.3% 4.2% 4.8% 4.3% 4.4% 
Fair value per 
instrument £1.83 £1.12 £0.75/£0.78 £0.52 £1.16 £0.58/£0.64 

The expected volatility is based on historical volatility over the last 10 years. The risk-free rate of return is the yield on zero-coupon  
UK government bonds of a term consistent with the assumed option life. No performance conditions were included in the fair value 
calculations where the condition is based on earnings per share performance. For TSR performance, assumptions are incorporated  
in the fair value calculation. 
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22 Consolidated statement of changes in shareholders’ equity 

Note

Ordinary 
share 

capital 
£m

Equity
element of 
preference

shares 
£m

Share 
premium 

£m

Capital 
redemption 

reserve 
£m

Hedging 
reserve 

£m

Cumulative
translation 

reserve
£m

Retained 
earnings  

£m 
Total 

£m 

At 30 January 2006  18.1 19.9 20.5 0.8 (0.2) (2.3) (75.2) (18.4)
New share capital subscribed  0.1 – 1.1 – – – –  1.2 
Profit for the year  – – – – – – 52.4 52.4 
Actuarial gains  – – – –  –  – 12.2 12.2 
Deferred tax on actuarial gains  – – – – – – (4.4) (4.4)
Purchase of preference shares 15   
– equity element  – (1.5) – – – – 1.2 (0.3)
– deferred tax  – – – – – – 0.3 0.3 
– transfer to non-distributable 
reserve  – – – 0.6 – – (0.6) – 
Share-based payments  – – – – – – 2.1 2.1 
Ordinary dividends paid  – – – – – – (32.6) (32.6)
Derivative financial instruments  – – – – 0.1 – – 0.1 
Currency translation  – – – – – (0.6) – (0.6)

At 28 January 2007  18.2 18.4 21.6 1.4 (0.1) (2.9) (44.6) 12.0 
New share capital subscribed  – – 1.4 – – – – 1.4 
Profit for the year  – – – – – – 36.3 36.3 
Actuarial losses  – – – – – – (1.8) (1.8)
Deferred tax on actuarial losses – – – – – – 0.8 0.8 
Purchase of ordinary shares – – – – – – (2.5) (2.5)
Purchase of preference shares  15   
– equity element  – (3.2) – – – – 3.1 (0.1)
– deferred tax  – – – – – – 0.6 0.6 
– transfer to non-distributable 
reserve  – – – 1.2 – – (1.2) – 
Share-based payments  – – – – – – 2.3 2.3 
Ordinary dividends paid  – – – – – – (32.7) (32.7)
Derivative financial instruments  – – – – (2.8) – – (2.8)
Currency translation  – – – – – 6.6 – 6.6 

At 3 February 2008  18.2 15.2 23.0 2.6 (2.9) 3.7 (39.7) 20.1 

23 Business acquisition 
On 31 January 2008, the Group acquired that part of the trade and net assets of Hynetic Electronics Private Limited used in carrying on its 
business in India as an existing authorised distributor of Farnell products, for a total consideration including costs of £0.9 million, of which 
£0.3 million is payable in the year ending 1 February 2009. The fair value of the net assets acquired, including intangible assets, was not 
significant, resulting in goodwill arising of £0.9 million. The historic trading results and cash flows of this business are not significant and the 
trading results and cashflows of the business in the period since acquisition were negligible due to the acquisition being close to the Group’s 
financial year end. 
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24 Discontinued operations 
On 10 April 2007, the Group disposed of BuckHickman, part of the Marketing and Distribution Division, Europe and Asia Pacific. 
Consequently, the BuckHickman business has been reclassified as a discontinued operation and its trading results are included in  
the income statement as a single line below profit after taxation from continuing operations, with comparatives restated accordingly.  
On 31 July 2006, the Group disposed of Kent, part of the Industrial Products Division. Consequently, Kent’s trading results in 2007  
were classified as a discontinued operation.The impact of discontinued operations on the income statement is detailed below. 

2008   2007 

BuckHickman
£m

BuckHickman 
£m 

Kent 
£m 

Total  
£m 

Post tax result    
Revenue  19.3 99.8 21.3 121.1 
Cost of sales  (13.3) (69.6) (6.8) (76.4)

Gross margin  6.0 30.2 14.5 44.7 
Net operating expenses  (5.8) (31.0) (13.6) (44.6)

Operating profit/(loss) 0.2 (0.8) 0.9 0.1 
Taxation  (0.1) 0.2 (0.3) (0.1)

Profit/(loss) after taxation  0.1 (0.6) 0.6 – 

 
Gain on disposal    
Consideration (net of costs)  25.2 – 20.9 20.9 
Net assets disposed (see below)  (38.8) – (8.7) (8.7)

(Loss)/gain on disposal of net assets  (13.6) – 12.2 12.2 
Taxation  – – (2.1) (2.1)

Net (loss)/gain on disposal  (13.6) – 10.1 10.1 

 
Total income statement impact  (13.5) (0.6) 10.7 10.1 

Net assets disposed comprises:    
Goodwill 19.3 – – – 
Intangible assets (computer software)  1.2 – 0.1 0.1 
Property, plant and equipment  2.2 – 1.0 1.0 
Inventories  14.0 – 3.5 3.5 
Receivables  16.8 – 10.3 10.3 
Payables  (13.1) – (6.2) (6.2)
Provisions (1.6) – – – 

 38.8 – 8.7 8.7 

Operating profit from discontinued operations is stated after charging: 

 2008   2007 

 
BuckHickman

£m
BuckHickman 

£m 
Kent 
£m 

Total 
£m 

Employee benefits  3.0 15.9 8.9 24.8 
Depreciation of property, plant and equipment  0.1 0.8 0.1 0.9 
Amortisation of intangible assets  0.1 0.5 – 0.5 
Operating lease rentals    
– plant and machinery  0.2 0.8 0.8 1.6 
– other  0.4 1.9 0.1 2.0 
Cost of inventories recognised as an expense (included in cost of sales)  13.4 70.8 5.8 76.6 
Impairment of trade receivables  – – 0.1 0.1 

Employee benefits comprise:    
Wages and salaries  2.6 14.0 7.1 21.1 
Social security costs  0.3 1.5 1.6 3.1 
Net pension costs  0.1 0.4 0.2 0.6 

 3.0 15.9 8.9 24.8 

    
Average number of employees (period up to disposal in year of disposal)  642 673 443 1,116 
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24 Discontinued operations continued 
Cash flows from discontinued operations included in the consolidated statement of cash flows are as follows: 

2008  2007 

BuckHickman
£m

BuckHickman 
£m

Kent 
£m 

Total 
£m 

Net cash flows from operating activities  (1.2) (1.1) (0.3) (1.4)
Net cash flows from investing activities  24.4 (0.7) 20.4 19.7 

The net cash inflow from the disposal of businesses during the year of £24.4 million comprises the cash consideration, net of disposal  
costs paid (2007: £20.4 million, comprising the cash consideration, net of disposal costs paid, of £21.6 million, less tax paid of £1.2 million). 
Cash generated from discontinued operations is analysed in note 25. 

25 Cash generated from operations 
2008 

(53 weeks) 
 

£m 

2007 
(52 weeks)  

(restated) 
£m 

Continuing operations   
Profit after tax from continuing operations  49.8 42.3 
 
Adjustment for:   
– tax  21.4 20.0 
– depreciation  7.9 8.5 
– amortisation of intangible assets  11.2 10.2 
– profit on sale of property, plant and equipment  (0.8) (1.4) 
– preference dividends  5.6 6.7 
– interest income  (0.9) (0.6) 
– interest expense  11.7 13.6 
– premium on redemption of preference shares  1.3 1.4 
– gain on purchase of preference shares  (0.9) (0.3) 
– additional pension scheme funding (UK defined benefit plan)  (3.1) (2.4) 
– decrease in net pension asset (other defined benefit plans)  (3.0) (2.7) 
– increase in other post-retirement obligations  – 0.2 
– share-based payments  2.3 2.1 
 
Changes in working capital (excluding the effect of business disposals/acquisitions):   
– increase in inventories (2.2) (12.7)
– increase in trade and other receivables  (6.7) (1.8)
– increase in trade and other payables  4.2 8.7 

Cash generated from continuing operations  97.8 91.8 

Discontinued operations   
(Loss)/profit after tax from discontinued operations  (13.5) 10.1 
 
Adjustment for:   
– loss/(gain) on disposal  13.6 (10.1) 
– tax  0.1 0.1 
– depreciation  0.1 0.9 
– amortisation of intangible assets  0.1 0.5 
– decrease in reorganisation provision  (0.1) (2.7) 
 
Changes in working capital:   
– (increase)/decrease in inventories  (0.1) 0.6 
– decrease in trade and other receivables  1.1 0.8 
– decrease in trade and other payables  (2.5) (1.4) 

Cash generated from discontinued operations  (1.2) (1.2) 

Total cash generated from operations  96.6 90.6 
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25 Cash generated from operations continued 
Proceeds from the sale of property, plant and equipment comprise: 

Note 
2008 

£m 
2007 

£m 

Net book amount  10 1.1 3.7 
Profit on sale   0.8 1.4 

Proceeds   1.9 5.1 

26 Analysis of changes in net financial liabilities 
Cash 

and cash
equivalents 

£m

Bank 
overdrafts 

£m

Loans due
within one 

year 
£m 

Loans due 
after one

year 
£m

Preference  
shares  

£m 

Derivative  
financial  

instruments  
£m 

Net 
financial 
liabilities 

£m 

At 30 January 2006 40.5 (4.9) (87.7) (167.6) (110.2) (0.2) (330.1)
Net decrease in cash, cash equivalents and  
bank overdrafts  (7.1) (6.0) – – – – (13.1)
Decrease/(increase) in debt  – – 83.9 (47.7) – – 36.2 
Purchase of preference shares  – – – – 8.4 – 8.4 
Premium on redemption of preference shares  – – – – (1.4) – (1.4)
Derivative financial instruments  – – – – – 0.1 0.1 
Other changes  – – (0.1) 0.1 – – – 
Exchange movement  (1.2) – 3.8 15.9 0.1 – 18.6 

At 28 January 2007  32.2 (10.9) (0.1) (199.3) (103.1) (0.1) (281.3)
Net increase in cash, cash equivalents and  
bank overdrafts  5.6 10.9 – – – – 16.5 
Decrease/(increase) in debt  – – 0.1 (2.9) – – (2.8)
Purchase of preference shares  – – – – 18.5 – 18.5 
Premium on redemption of preference shares  – – – – (1.3) – (1.3)
Derivative financial instruments  – – – – – (2.8) (2.8)
Other changes  – – (0.1) 0.1 – – – 
Exchange movement  (0.2) – – (0.7) – – (0.9)

At 3 February 2008  37.6 – (0.1) (202.8) (85.9) (2.9) (254.1)

Other changes reflect the scheduled repayment of debt becoming due within the next financial year. 

27 Employees and Directors 

Note 

2008 
(53 weeks) 

 
£m 

2007 
(52 weeks)  

(restated) 
£m 

Employee benefit expense during the year for continuing operations was as follows:    
Wages and salaries   104.0 103.7 
Social security costs   16.9 17.3 
Net pension credit  28 (0.2) (0.3)
Post-retirement medical benefits  28 0.5 0.7 
Share-based payments  21 2.3 2.1 

  123.5 123.5 
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27 Employees and Directors continued 

The average monthly number of persons employed (including Executive Directors) was as follows: 

Note
2008 

Number 
2007  

Number 

Marketing and Distribution Division   
Americas  1,593 1,609 
Europe and Asia Pacific  1,958 1,887 

 3,551 3,496 
Industrial Products Division  520 514 
Head Office  44 41 

Continuing operations  4,115 4,051 
Discontinued operations (2007: period up to disposal)  24 642 1,116 

 4,757 5,167 

Directors’ remuneration 
A detailed analysis of Directors’ remuneration, including salaries, performance-related bonuses and long-term incentives, is provided under 
the headings Directors’ remuneration, Share options, performance share plan and restricted share plan in the Remuneration Report on 
pages 64 to 70, which form part of these financial statements. 

The total remuneration of the Directors comprises: 

2008 
£m 

2007 
£m 

Aggregate emoluments  2.3 2.0 
Company contributions to money purchase pension schemes  0.3 0.2 

 2.6 2.2 

Number of Directors to whom retirement benefits are accruing under:   
– a money purchase plan  1 1 

In addition to the above, the charge for share-based payments in respect of the Directors was £0.5 million (2007: £0.3 million). There were 
no gains made by Directors/former Directors on the exercise of share options during the year (2007: £47,500). 

Details of the highest paid Director are given on page 68 under the heading Directors’ remuneration. 

The key management of the Group are deemed to be the Board of Directors who have authority and responsibility for planning and 
controlling all significant activities of the Group. 
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28 Pension commitments and other post-retirement obligations 

Note 
2008  

£m 
2007 

£m 

Non-current assets    
Retirement benefit assets (note a)  a 53.4 56.8 

Non-current liabilities    
Retirement benefit liabilities (note a)  a (14.0) (22.2) 
Post-retirement medical benefits (note b)  b (8.0) (7.4) 

 (22.0) (29.6) 

a) Pensions 
The Group operates pension plans throughout the world covering the majority of its employees. These plans are devised in accordance  
with local conditions and practices in the countries concerned and include defined contribution and defined benefit plans. The Group’s two 
principal defined benefit plans are in the UK and in the US.  

The net pension (charge)/credit and balance sheet (liability)/asset of the Group’s pension plans are as follows: 

 

2008 
(53 weeks) 

 
£m 

2007 
(52 weeks) 

(restated) 
£m 

Pension (charge)/credit from continuing operations   
Defined benefit plans  – UK  (0.3) (0.5) 
   – US  2.9 2.8 
   – Other plans  (0.1) (0.2) 
Defined contribution plans  (2.3) (1.8) 

Net pension credit from continuing operations  0.2 0.3 

Pension charge from discontinued operations (defined contribution plans) (0.1) (0.6) 

Defined benefit balance sheet (liability)/asset:  
– UK plan (13.5) (21.6)
– US plan  53.4 56.8 
– Other plans (0.5) (0.6)

 39.4 34.6 

2007 figures have been restated to reflect the classification of the BuckHickman business as a discontinued operation. 

The disclosures relating to the UK and US defined benefit plans are set out below, based on valuations performed by Watson Wyatt 
Worldwide, Actuaries and Pension Consultants, as at 3 February 2008, using the projected unit credit method. 

The principal assumptions are as follows: 

UK Plan 
2008 

%

UK Plan  
2007

%

US Plan  
2008 

% 

US Plan 
2007 

% 

Rate of increase in pensionable salaries  5.0 4.5 4.5 4.5 
Rate of increase in pensions in payment (where applicable) 3.0 3.0 3.5 3.0 
Discount rate  6.2 5.3 6.5 6.0 
Inflation assumption  3.5 3.0 3.0 3.0 
Expected return on plan assets    
– equities  7.8 7.8 7.8 7.8 
– gilt bonds  4.5 4.8 – – 
– corporate bonds 6.2 – – – 
– cash/other  5.0 4.5 4.4 4.8 
– weighted average  6.7 6.6 7.8 7.8 
Life expectancy of a 60 year old male/female current retiree  25 yrs/28 yrs 25 yrs/28 yrs 24 yrs/26 yrs 24 yrs/26 yrs 
Life expectancy of a 60 year old male/female future retiree  26 yrs/29 yrs 26 yrs/29 yrs 25 yrs/26 yrs 25 yrs/26 yrs 

The expected return for each asset class is based on a combination of historical performance analysis, the forward looking views of the 
financial markets (as suggested by available yields), and the views of investment organisations. 
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28 Pension commitments and other post-retirement obligations continued 
For 2008, the rates of longevity for the UK Plan are based on standard tables PA92, projected to the year 2005, with an age rating of minus 
three years applied for non pensioners and minus two years for pensioners. For the US Plan, the rates of longevity are based on standard 
tables RP 2000 with generational projections using scale AA. 

The amounts recognised in the balance sheet are determined as follows: 

UK Plan 
2008

£m

UK Plan 
2007 

£m

UK Plan 
2006 

£m

UK Plan 
2005

£m

US Plan 
2008 

£m

US Plan 
2007 

£m

US Plan 
2006 

£m 

US Plan 
2005 

£m 

Present value of defined benefit obligations  (77.6) (85.2) (89.6) (73.4) (85.4) (85.7) (91.9) (81.0)
Fair value of plan assets  64.1 63.6 60.0 52.5 138.8 142.5 143.9 125.3 

Net (liability)/asset  (13.5) (21.6) (29.6) (20.9) 53.4 56.8 52.0 44.3 

The major categories of plan assets as a percentage of total plan assets are as follows: 

UK Plan 
2008

%

UK Plan 
2007 

%

US Plan  
2008  

% 

US Plan 
2007  

% 

Equities  56.5 60.2 99.0 99.0 
Gilt bonds  21.6 38.4 – – 
Corporate bonds 20.7 – – – 
Cash/other  1.2 1.4 1.0 1.0 

The UK plan invests predominately in equities and gilts on an index-tracking basis. The UK equity index-tracking fund constitutes 40% of  
the pension scheme’s investment benchmark and will include a holding of Premier Farnell shares in the ratio of Premier Farnell’s market 
capitalisation to the market capitalisation of the UK FT-Actuaries All Share Index. The US plan assets at 3 February 2008 include ordinary 
shares issued by Premier Farnell plc with a fair value of £3.5 million (28 January 2007: £4.3 million). 

The amounts recognised in the income statement are as follows: 

UK Plan 
2008

(53 weeks) 
£m

UK Plan 
2007

(52 weeks) 
£m

US Plan  
2008 

(53 weeks) 
£m 

US Plan 
2007 

(52 weeks) 
£m 

Current service cost  (0.1) (0.1) (2.8) (3.0)
Interest cost  (4.4) (4.2) (5.0) (4.7)
Expected return on plan assets  4.2 3.8 10.8 10.5 
Past service costs  – – (0.1) – 

Total (charge)/income (included in operating expenses)  (0.3) (0.5) 2.9 2.8 

Changes in the present value of the defined benefit obligation are as follows: 

UK Plan 
2008

£m

UK Plan 
2007

£m

US Plan  
2008  

£m 

US Plan 
2007 

£m 

Beginning of year  (85.2) (89.6) (85.7) (91.9)
Current service cost  (0.1) (0.1) (2.8) (3.0)
Interest cost  (4.4) (4.2) (5.0) (4.7)
Actuarial gains 8.9 5.5 4.2 1.6 
Actual benefit payments  3.2 3.2 3.5 3.2 
Past service costs  – – (0.1) – 
Currency translation adjustment  – – 0.5 9.1 

End of year  (77.6) (85.2) (85.4) (85.7)
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28 Pension commitments and other post-retirement obligations continued 
Changes in the fair value of plan assets are as follows: 

UK Plan 
2008 

£m

UK Plan  
2007  

£m 

US Plan  
2008  

£m 

US Plan 
2007 

£m 

Beginning of year  63.6 60.0 142.5 143.9 
Expected return on plan assets  4.2 3.8 10.8 10.5 
Contributions  3.4 2.9 – – 
Actual benefits paid  (3.2) (3.2) (3.5) (3.2)
Actuarial (losses)/gains  (3.9) 0.1 (10.3) 5.5 
Currency translation adjustment  – – (0.7) (14.2)

End of year  64.1 63.6 138.8 142.5 

Actual return on plan assets  0.3 3.9 (0.6) 16.0 

Analysis of the movement in the balance sheet (liability)/asset: 

UK Plan
2008

£m 

UK Plan  
2007 

£m 

US Plan  
2008  

£m 

US Plan 
2007 

£m 

(Liability)/asset at beginning of year  (21.6) (29.6) 56.8 52.0 
Total (expense)/income as above  (0.3) (0.5) 2.9 2.8 
Contributions  3.4 2.9 – – 
Net actuarial gains/(losses) recognised in the year  5.0 5.6 (6.1) 7.1 
Currency translation adjustment  – – (0.2) (5.1)

(Liability)/asset at end of year  (13.5) (21.6) 53.4 56.8 

Cumulative actuarial losses recognised in equity: 

UK Plan 
2008 

£m

UK Plan  
2007  

£m 

US Plan  
2008  

£m 

US Plan 
2007 

£m 

Beginning of year  (8.1) (13.7) (0.9) (8.0) 
Net actuarial gains/(losses) recognised in the year  5.0 5.6 (6.1) 7.1 

End of year  (3.1) (8.1) (7.0) (0.9) 

History of experience gains and losses: 

UK Plan 
2008

UK Plan 
2007

UK Plan 
2006

UK Plan 
2005

US Plan 
2008

US Plan  
2007 

US Plan 
2006 

US Plan 
2005 

(Loss)/gain on plan assets:    
Amount (£m)  (3.9) 0.1 6.1 2.0 (10.3) 5.5 3.4 7.9 
Percentage of plan assets  (6.1%) 0.2% 10.2% 3.8% (7.4%) 3.9% 2.4% 6.3% 
Experience (losses)/gains on defined  
benefit obligations:    
Amount (£m)  (0.5) 0.1 (5.4) 0.2 (0.5) (0.5) (1.9) (0.1)
Percentage of the present value of the plan 
liabilities  (0.6%) 0.1% (6.0%) 0.3% (0.6%) (0.6%) (2.1%) (0.1%)
Gains/(losses) from change in assumptions:    
Amount (£m)  9.4 5.4 (9.6) (7.0) 4.7 2.1 0.4 (17.7)
Percentage of the present value of plan liabilities 12.1% 6.3% (10.7%) (9.5%) 5.5% 2.4% 0.4% (21.9%)

The contributions expected to be paid during the financial year ended 1 February 2009 amount to £3.4 million in respect of the UK Plan and 
nil in respect of the US Plan. 
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28 Pension commitments and other post-retirement obligations continued 

b) Post-retirement medical benefits 
In the US, the Group provides unfunded post-retirement medical benefits to certain US employees. The method of accounting for these is 
similar to that used to account for pension obligations. The charge for the year was £0.5 million (2007: £0.7 million) and the balance sheet 
obligation at 3 February 2008 amounted to £8.0 million (2007: £7.4 million). 

The disclosures relating to post-retirement medical benefits are based on an actuarial valuation performed by Watson Wyatt Worldwide, 
Actuaries and Pension Consultants, as at 3 February 2008. 

The principal assumptions were as follows: 

2008  
% 

2007 
% 

Discount rate  6.5 6.0  
Medical inflation  5.0* 5.0* 
Life expectancy of a 60 year old male current retiree  24 yrs 24 yrs 
Life expectancy of a 60 year old male future retiree  25 yrs 25 yrs 

* The assumed long-term rate of medical inflation is 5.0% per annum. In 2008, the initial rate has been assumed to be 9.5% which is assumed to reduce to the long-term rate  
at 0.5% per annum over 9 years. In 2007, the initial rate was 10.0% assumed to reduce to the long-term rate at 0.5% per annum over ten years. 

For 2008, future life expectancy is based on RP 2000 mortality tables with generational projections using scale AA. 

The amounts recognised in the income statement are as follows: 

2008 
(53 weeks) 

£m 

2007 
(52 weeks) 

£m 

Service cost  0.1 0.2 
Interest cost  0.4 0.5 

Total charge (included in operating expenses)  0.5 0.7 

Changes in the present value of the defined benefit obligation are as follows: 

2008 
£m

2007
£m

2006 
£m 

2005 
£m 

Beginning of year  (7.4) (7.1) (5.5) (4.7)
Service cost  (0.1) (0.2) (0.2) (0.3)
Interest cost  (0.4) (0.5) (0.4) (0.6)
Payments  0.5 0.5 0.5 0.4 
Actuarial losses  (0.7) (0.8) (1.1) – 
Currency translation adjustment  0.1 0.7 (0.4) (0.3)

End of year  (8.0) (7.4) (7.1) (5.5)

Cumulative actuarial gains and losses recognised in equity: 

2008 
£m  

2007 
£m 

Beginning of year  (1.9) (1.1) 
Net actuarial losses recognised in the year  (0.7) (0.8) 

End of year  (2.6) (1.9) 

The effect of a 1% movement in the assumed medical cost trend rate is as follows: 

Increase  
£m 

Decrease 
£m 

Increase/(decrease) in the aggregate of the current service cost and interest cost  0.1 (0.1)
Increase/(decrease) in the defined benefit obligation  0.9 (0.9)
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28 Pension commitments and other post-retirement obligations continued 
History of experience gains and losses: 

2008  2007 2006 

Experience losses on defined benefit obligation:    
Amount (£m)  (0.9) (0.3) (0.4) 
Percentage of the present value of liabilities  (11.3%) (4.1%) (5.6%) 
Gain/(loss) arising from change in assumptions:  
Amount (£m)  0.2 (0.5) (0.7) 
Percentage of the present value of liabilities  2.5% (6.8%) (9.9%) 

29 Operating lease commitments 
The Group has total minimum lease payments under non-cancellable operating leases as follows: 

Land and buildings   Other assets 

2008
£m

2007 
£m   

2008 
£m 

2007 
£m 

Due within one year  4.0 2.9  0.3 0.7 
Due between one and five years  6.7 5.6  2.3 1.2 
Due after five years  0.4 0.5  –  – 

Continuing operations  11.1 9.0  2.6 1.9 
Discontinued operations  – 11.5  – 2.0 

 11.1 20.5  2.6 3.9 
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Independent Auditors’ Report 
to the Members of Premier Farnell plc

 
 

We have audited the Consolidated Financial Statements of Premier 
Farnell plc for the period ended 3 February 2008 which comprise 
the Consolidated Income Statement, the Consolidated Balance 
Sheet, the Consolidated Cash Flow Statement, the Consolidated 
Statement of Recognised Income and Expense, the Accounting 
Policies and the related notes. These Consolidated Financial 
Statements have been prepared under the accounting policies  
set out therein. 

We have reported separately on the parent Company Financial 
Statements of Premier Farnell plc for the period ended 3 February 
2008 and on the information in the Directors’ Remuneration Report 
that is described as having been audited. 

Respective responsibilities of Directors and Auditors 
The Directors’ responsibilities for preparing the Annual Report  
and the Consolidated Financial Statements in accordance with 
applicable law and International Financial Reporting Standards 
(IFRSs) as adopted by the European Union are set out in the 
Statement of Directors’ Responsibilities. 

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

We report to you our opinion as to whether the Consolidated 
Financial Statements give a true and fair view and whether the 
Consolidated Financial Statements have been properly prepared  
in accordance with the Companies Act 1985 and Article 4 of the 
IAS Regulation. We also report to you whether in our opinion the 
information given in the Directors’ Report is consistent with the 
Consolidated Financial Statements. The information given in the 
Directors’ Report includes that specific information presented in the 
Business Review that is cross referred from the Business Review 
section of the Directors’ Report. 

In addition, we report to you if, in our opinion, we have not received 
all the information and explanations we require for our audit, or if 
information specified by law regarding directors’ remuneration and 
other transactions is not disclosed. 

We review whether the Corporate Governance Statement reflects 
the Company’s compliance with the nine provisions of the 
Combined Code (2006) specified for our review by the Listing Rules 
of the Financial Services Authority, and we report if it does not.  
We are not required to consider whether the Board’s statements  
on internal control cover all risks and controls, or form an opinion on 
the effectiveness of the Group’s corporate governance procedures 
or its risk and control procedures. 

We read other information contained in the Annual Report and 
Accounts and consider whether it is consistent with the audited 
Consolidated Financial Statements. The other information 
comprises only the Chairman’s Statement, the Business Review, 
the Directors’ Report, the Corporate Governance Statement, the 
unaudited part of the Remuneration Report, and the items listed  
in the contents section of the Annual Report and Accounts.  
We consider the implications for our report if we become aware  
of any apparent misstatements or material inconsistencies with  
the Consolidated Financial Statements. Our responsibilities do  
not extend to any other information. 

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

We planned and performed our audit so as to obtain all the 
information and explanations which we considered necessary in 
order to provide us with sufficient evidence to give reasonable 
assurance that the Consolidated Financial Statements are free from 
material misstatement, whether caused by fraud or other irregularity 
or error. In forming our opinion we also evaluated the overall 
adequacy of the presentation of information in the Consolidated 
Financial Statements. 

Opinion 
In our opinion: 

– the Consolidated Financial Statements give a true and fair view, 
in accordance with IFRSs as adopted by the European Union, of 
the state of the Group’s affairs as at 3 February 2008 and of its 
profit and cash flows for the period then ended; 

– the Consolidated Financial Statements have been properly 
prepared in accordance with the Companies Act 1985 and 
Article 4 of the IAS Regulation; and 

– the information given in the Directors’ Report is consistent with 
the Consolidated Financial Statements. 

PricewaterhouseCoopers LLP 
Chartered Accountants and Registered Auditors 
London 

 April 2008 22
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Company Balance Sheet (UK GAAP)
At 3 February 2008

 
 

Note  
2008 

£m 
2007  

£m 

Fixed assets    
Investments  c 61.0 60.0 

 
Current assets    
Debtors  – due within one year  d 4.5 2.1 
   – due after more than one year  d 1,058.5 1,076.2 

  1,063.0 1,078.3 
Creditors – amounts falling due within one year  e (56.5) (49.9) 

Net current assets   1,006.5 1,028.4 

Total assets less current liabilities   1,067.5 1,088.4 
Creditors – amounts falling due after more than one year  e (572.1) (565.0) 
Provisions for liabilities and charges (deferred tax)  g (1.9) (2.6) 

Net assets   493.5 520.8 

 
Capital and reserves    
Ordinary shares  i 18.2 18.2 
Equity element/nominal value of preference shares  f 15.2 18.4 
Share premium account  j 23.0  21.6 
Capital redemption reserve  j 2.6 1.4 
Merger reserve  j 0.6 0.6 
Retained earnings  j 433.9 460.6 

Total equity shareholders’ funds  k 493.5 520.8 

The Company Financial Statements on pages 109 to 116 were approved by the Board of Directors on  April 2008 and were signed on its  
behalf by: 

 

The accounting policies and notes on pages 110 to 116 form an integral part of the Company financial statements. 

22

Mark Whiteling
Director 



 

  
 

110 

Accounting Policies (Company financial statements)

 
 

Basis of preparation 
The financial statements of the Company have been prepared under 
the historical cost convention and in accordance with applicable  
UK accounting standards. A summary of the more important 
accounting policies of the Company, which the Directors consider  
to be the most appropriate, is set out below together with an 
explanation of where changes have been made to previous policies 
on the adoption of new accounting standards in the year. 

The preparation of financial statements in conformity with generally 
accepted accounting principles requires the use of estimates and 
assumptions that affect the reported amounts of assets and liabilities 
at the date of the financial statements and the reported amounts of 
revenues and expenses during the reporting period. Although these 
estimates are based on management’s best knowledge of the 
amount, event or actions, actual results ultimately may differ from 
those estimates. 

The financial year ended 3 February 2008 was a 53 week period 
(financial year ended 28 January 2007: 52 week period). 

Adoption of New Accounting Standards 
FRS 29 (IFRS 7), Financial Instruments: Disclosures, was adopted 
during the year with the additional disclosure requirements given in 
notes d and h to the Company Financial Statements. 

Foreign currencies 
Transactions in foreign currencies are recorded using the rate of 
exchange ruling at the date of the transaction. Monetary assets and 
liabilities denominated in foreign currencies are translated using the 
contracted rate or the rate of exchange ruling at the balance sheet 
date and the gains or losses on translation are included in the 
income statement. 

Retirement benefits 
Employees of the Company are able to participate in the Premier 
Farnell UK Pension Scheme, comprising both a defined benefit  
and a defined contribution plan. The assets of the plan are held 
separately from those of the Company in an independently 
administered fund. 

Defined benefit plan 
The Company is unable to identify its share of the underlying assets 
and liabilities of the scheme on a consistent and reasonable basis 
and therefore, as permitted by FRS 17, accounts for the plan as  
if it were a defined contribution plan. The Consolidated Financial 
Statements include full disclosures of the UK defined benefit plan  
in accordance with IAS 19 which is similar to FRS 17 (note 28). 

Defined contribution plan 
Payments to the defined contribution plan are charged as an 
expense as they fall due. 

Deferred taxation 
Full provision is made, on an undiscounted basis, for deferred 
taxation resulting from timing differences between the profits 
computed for taxation purposes and profits stated in the accounts 
to the extent that there is an obligation to pay more tax in the future 
as a result of the reversal of those timing differences.Deferred tax 
assets are recognised to the extent that they are expected to  
be recoverable. 

Financial instruments 
Under FRS 25, the Company’s cumulative, convertible, redeemable 
preference shares are required to be split into debt and equity 
components with the preference dividend being reclassified as a 
finance cost. The fair value of the debt element is established on 
issue of the shares, based on the discounted cashflows of the 
instrument to the date of maturity and is then increased each year 
on an amortised cost basis through the income statement in order 
to arrive at the redemption amount payable on maturity of the 
shares. On purchase and cancellation of preference shares by the 
Company, a gain or loss is recognised in the income statement 
based on the difference between the book value and fair value of the 
financial liability element of the instrument at the date of purchase. 
The difference between the book value and fair value of the equity 
element of the instrument is recognised as a movement in retained 
earnings. In addition, a transfer is made to non-distributable reserves 
from retained earnings in order to maintain the legal nominal value  
of share capital. The accounting for the Company’s preference 
shares in accordance with FRS 25 is identical to that under IAS 32, 
further details for which are given in note 15 to the Consolidated 
Financial Statements. 
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The Company uses derivative financial instruments to hedge its 
exposure to foreign exchange and interest rate risks arising from 
financing and investment activities. In accordance with its treasury 
policy, the Company does not have or issue speculative derivative 
arrangements. All transactions in financial instruments are  
matched to an underlying business requirement. Derivative financial 
instruments are recognised at fair value. At period ends, the gain or 
loss on re-measurement to fair value is recognised in the income 
statement. However, where derivatives qualify for hedge accounting, 
recognition of any resulting gain or loss will depend upon the nature 
of the item being hedged (see accounting policy on hedging). 

The fair value of forward currency contracts has been determined 
based upon market forward exchange rates at the balance sheet 
date. The fair value of short-term deposits, loans and overdrafts with 
maturities of less than one year are assumed to approximate to their 
book values. 

The fair value of the Company’s US dollar Guaranteed Senior  
Notes has been estimated using quoted market prices for  
similar instruments. 

The fair value of the Company’s preference shares is based on the 
quoted market price. 

Hedging 

Cash flow hedges 
Where a derivative financial instrument is designated as a hedge of 
the variability in cash flows of a recognised asset or liability, or highly 
probable forecast transaction, the effective part of any gain or loss 
on the derivative financial instrument is recognised directly in equity. 
If a hedge of a forecast transaction subsequently results in the 
recognition of a financial asset or liability, the associated gains or 
losses that were recognised directly in equity are reclassified into 
profit or loss in the same period(s) during which the interest 
income/expense is recognised. For other cash flow hedges, the 
associated cumulative gain or loss is removed from equity and 
recognised in the income statement in the same period(s) as which 
the hedged forecast transaction affects profit or loss. The gain or 
loss on any ineffective part of the hedge is immediately recognised in 
the income statement. 

Hedge of net investment in foreign operations 
The gain or loss on the translation of a net investment in a foreign 
operation and the instrument used to hedge this are recognised 
directly in the income statement. 

Share-based payments 
The accounting for share-based payments is similar to IFRS 2, full 
details of which are given in the Accounting Policies and note 21 to 
the Consolidated Financial Statements. 

The cost for share-based incentives, in respect of shares in the 
Company, granted to employees of group companies other than 
Premier Farnell plc, is treated as an increase in investments with the 
corresponding credit direct to reserves. 

Ordinary share capital 
Ordinary share capital is classified as equity and dividends are 
recognised as a liability in the period in which they are approved. 

Cash flow 
The Company has taken advantage of the exemption from 
disclosing a cash flow statement under Financial Reporting 
Standard 1 (revised). 

Shares in subsidiary undertakings  
Shares in subsidiary undertakings are initially stated at cost. 
Provision is made where, in the opinion of the Directors, a 
permanent diminution in value has occurred. 
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a. Premier Farnell plc – income statement 
Premier Farnell plc has not presented its own income statement as permitted by Section 230 of the Companies Act 1985. The profit  
after taxation for the financial year dealt with in the accounts of the Company is £3.7 million (2007: £11.1 million) which relates entirely  
to continuing operations. Gains/losses that have been credited/charged directly to reserves are detailed in note j to the Company  
Financial Statements. 

The audit fee in respect of the Company was £0.1 million (2007: £0.1 million). 

b. Employees and Directors 
Staff costs during the year were as follows: 

2008 
(53 weeks) 

£m 

2007 
(52 weeks)  

£m 

Wages and salaries  5.9 4.9 
Social security costs  0.9 0.7 
Pension costs  0.8 0.8 
Share-based payments  1.3 1.0 

 8.9 7.4 

 

2008 
Number 

2007  
Number 

Average monthly number of persons employed (including Executive Directors)  54 47 

Directors’ remuneration is summarised in note 27 to the Consolidated Financial Statements. A detailed analysis of Directors’ remuneration, 
including salaries, performance-related bonuses, retirement benefits and long-term incentives, is provided under the headings Directors’ 
remuneration, Directors’ interests, Share options, Performance share plan and Restricted share plan in the Remuneration Report on  
pages 64 to 70, which form part of these financial statements. Details of the highest paid Director are given on page 68 under the heading 
Directors’ remuneration. 

The Executive Directors received all of their remuneration from Premier Farnell plc. However, it is not practical to allocate such costs 
between their services as executives of the Company and their services as Directors of the Group. 

c. Investments 
2008 

£m 
2007  

£m 

Shares in subsidiary undertakings  56.5 56.5 
Share-based payments  4.5 3.5 

 61.0 60.0 

The cost for share-based incentives, in respect of shares in the Company, granted to employees of group companies other than Premier 
Farnell plc, is treated as an increase in investments with the corresponding credit direct to reserves.  
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c. Investments continued 
The principal trading subsidiary undertakings of Premier Farnell plc, owned either directly or indirectly through subsidiaries,  
are as follows: 

 
Country of incorporation 

and operation 

Premier Farnell UK Ltd  UK 
Farnell Electronic Components Pty Ltd  Australia 
Farnell Electronic Components Limited  New Zealand 
Farnell GmbH  Germany 
Farnell Denmark AS  Denmark 
Oy Farnell (Finland) AB  Finland 
Farnell Components AB  Sweden 
Farnell AG  Switzerland 
Farnell Components (Ireland) Limited  Eire 
Farnell (France) SAS  France 
Farnell (Netherlands) BV  Netherlands 
Farnell-Newark InOne Distribuidora de Componentes Electronicos Ltda  Brazil 
Farnell Components Pte Ltd  Singapore 
Farnell Components (M) SDN BHD  Malaysia 
Farnell Components (HK) Ltd  Hong Kong 
Farnell Components SL  Spain 
Farnell Italia SRL  Italy 
Farnell (Belgium) NV  Belgium 
Premier Electronics (Shanghai) Co Ltd (previously Farnell Newark InOne (Shanghai) Co Ltd)  China 
Farnell Electronics India Pvt Ltd India 
Newark Corporation  USA 
Newark Electronics Corporation  USA 
MCM Electronics Inc  USA 
Akron Brass Company  USA 
Premier Farnell LLC  USA 
Premier Farnell Canada Limited  Canada 
Premier Industrial Holland BV  Holland 
Premier Farnell Electronics de Mexico SRL  Mexico 
TPC Wire & Cable de Mexico SRL  Mexico 

All of the above are wholly owned. 

Companies incorporated in the UK are registered in England. 

All companies are involved in distribution activities. Premier Farnell LLC and Akron Brass Company are also involved in  
manufacturing activities. 

The Directors consider that to list all subsidiary undertakings would lead to a statement of excessive length. A full list of subsidiary 
undertakings will be annexed to the Company’s next annual return. 

d. Debtors 

 
2008 

£m 
2007  

£m 

Amounts falling due within one year:   
Corporate tax recoverable 3.5 – 
Other debtors  0.6 1.4 
Prepayments and accrued income  0.4 0.7 

 4.5 2.1 

 
Amounts falling due after more than one year:   
Amounts owed by subsidiary undertakings  1,058.5 1,076.2 

None of the categories within debtors contain impaired assets. 

The balances above do not include any impaired assets. The Company does not hold any collateral as security. The carrying amount of 
debtors is a reasonable approximation to fair value. 
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e. Creditors 

Note
2008 

£m 
2007  

£m 

Amounts falling due within one year:   
Bank overdrafts (unsecured)  34.1 20.4 
Corporate taxes  – 3.5 
Payroll and other taxes including social security  – 0.2 
Other creditors  0.1 0.1 
Accruals and deferred income  22.3 25.7 

 56.5 49.9 

 
Amounts falling due after more than one year:   
Unsecured loans  176.0 162.6 
Amounts owed to subsidiary undertakings  310.2 299.3 

 486.2 461.9 
Preference shares  f 85.9 103.1 

 572.1 565.0 

Unsecured loans comprise:   
Bank loans  61.8 47.8 
5.3% US dollar Guaranteed Senior Notes payable 2010  33.5 33.7 
5.9% US dollar Guaranteed Senior Notes payable 2013  80.7 81.1 

 176.0 162.6 

Bank overdrafts, unsecured loans and preference shares are repayable as follows:   
Within one year  34.1 20.4 
Between two and five years  95.3 81.5 
After five years  166.6 184.2 

 296.0 286.1 

f. Preference shares 
Cumulative, convertible, redeemable preference shares of £1 each 

2008
Number

2007  
Number 

Authorised  32,000,000 32,000,000 
Allotted, called up and fully paid  5,773,721 7,010,221 

 

2008 
£m 

2007  
£m 

Equity element  15.2 18.4 

Debt element  85.9 103.1 

The accounting and disclosure for preference shares in accordance with FRS 25 and FRS 26 is identical to IAS 32, Financial Instruments: 
Disclosure and Presentation, and IAS 39, Financial Instruments Recognition and Measurement. Further details relating to the accounting, 
rights and restrictions of the preference shares are given in note 15 to the Consolidated Financial Statements, together with an explanation 
of movements in the equity and debt elements during the year. 
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g. Deferred tax 

 
2008 

£m 
2007  

£m 

Provision at beginning of year  (2.6) (4.0) 
Credit in the year  0.1 1.1 
Taken to equity (purchase of preference shares)  0.6 0.3 

Provision at end of year  (1.9) (2.6) 

Deferred tax provision comprises:   
Short-term timing differences  0.5 1.0 
Preference shares  (2.4) (3.6) 

 (1.9) (2.6) 

During the year, as a result of the change in UK corporation tax rates which will be effective from 1 April 2008, deferred tax balances have 
been re-measured. Deferred tax relating to temporary differences which are expected to reverse prior to 1 April 2008 have been measured 
at 30% and deferred tax relating to temporary differences expected to reverse after 1 April 2008 have been measured at the tax rate of 
28%, being the tax rates which will apply on reversal. The impact of this is a credit within the deferred tax charge for the year of £0.2 million 
(2007: nil). 

h. Financial instruments 
The Company is exposed to a number of different market risks in the normal course of business including liquidity, credit and interest rate 
risk. The policies and procedures in place to control these risks are detailed in note 19 to the consolidated financial statements. 

The Company’s objectives, policies and strategies with respect to Financial instruments are outlined in the Company’s Accounting Policies. 

Hedge of net investment in foreign subsidiaries 
The Company has both US dollar and Euro denominated borrowings which it has designated as a hedge of net investment in its US and 
European Monetary Union member subsidiaries. The fair value of the US dollar borrowings at 3 February was £119.9 million (28 January 
2007: £112.1 million) and the fair value of the Euro borrowings was £7.5 million (28 January 2007: £19.1 million). 

The Company has no derivative financial instruments. 

Maturity of financial liabilities 
The table below analyses the Company’s financial liabilities into relevant maturity groupings based on the remaining period at the  
balance sheet date to the contractual maturity date. The amounts disclosed in the table are the contractual undiscounted cash flows. 
Balances due within 12 months equal their carrying balances as the impact of discounting is not significant. 

Less than 
1 year 

£m

Between  
1 and 2  

years  
£m 

Between  
2 and 5  

years  
£m 

Over  
5 years  

£m 

At 3 February 2008    
Borrowings 9.7 9.7 111.1 81.6 
Preference shares 5.1 5.1 15.3 111.4 
Trade and other payables 0.1 – – – 

 14.9 14.8 126.4 193.0 

At 28 January 2007    
Borrowings 8.6 8.6 101.8 85.9 
Preference shares 6.2 6.2 18.7 135.5 
Trade and other payables 0.1 – – – 

 14.9 14.8 120.5 221.4 

The Company is a joint borrower with another group company in respect of multi-currency bilateral bank facilities of £198.1 million, which 
carry a LIBOR based floating rate of interest. The facilities expire mid-2010 and at 3 February 2008 £112.3 million of those facilities are 
unutilised. All of the facilities incur commitment fees at market rates. 
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h. Financial instruments continued 
The effective interest rates of interest-bearing financial liabilities at the year end were as follows: 

2008 2007  

Short-term borrowings  6.3% 5.7% 
Bilateral bank facilities  5.8% 5.0% 
US dollar private placement notes 5.7% 5.7% 

The book and fair values of the Company’s financial instruments are as follows: 

Book value 
2008 

£m

Fair value 
2008 

£m

Book value  
2007  

£m 

Fair value  
2007  

£m 

Long-term borrowings 176.0 181.7 162.6 159.9 
Preference shares 101.1 78.0 121.5 100.0 
Short-term borrowings 34.1 34.1 20.4 20.4 
Other payables 0.1 0.1 0.1 0.1 
Other receivables 0.6 0.6 1.4 1.4 

The book value of the preference shares at 3 February 2008 comprises the equity element of £15.2 million (2007: £18.4 million) and the 
debt value of £85.9 million (2007: £103.1 million). 

i. Ordinary shares 
Details of the Company’s ordinary share capital are given in note 20 to the Consolidated Financial Statements. 

j. Movements in share capital and reserves 

Note

Ordinary 
share

capital 
£m

Equity
element of 
preference 

shares 
£m

Share 
premium 

£m

Capital
redemption 

reserve 
£m

Merger 
reserve 

£m

Retained 
earnings  

£m 
Total 

£m 

At 29 January 2007 18.2 18.4 21.6 1.4 0.6 460.6 520.8 
New share capital subscribed  – – 1.4 – – – 1.4 
Profit for the year  – – – – – 3.7 3.7 
Share-based payments  – – – – – 2.3 2.3 
Ordinary dividends paid  – – – – – (32.7) (32.7)
Purchase of ordinary shares – – – – – (2.5) (2.5)
Purchase of preference shares  f   
– equity element  – (3.2) – – – 3.1 (0.1)
– deferred tax  – – – – – 0.6 0.6 
– transfer to non-distributable reserve  – – – 1.2 – (1.2) – 

At 3 February 2008 18.2 15.2 23.0 2.6 0.6 433.9 493.5 

 
k. Reconciliation of movements in shareholders’ funds 

2008 
£m 

2007  
£m 

Profit after taxation  3.7 11.1 
Ordinary dividends paid  (32.7) (32.6) 
New share capital subscribed  1.4 1.2 
Share-based payments  2.3 2.1 
Purchase of ordinary shares (2.5) – 
Purchase of preference shares   
– reduction in equity element (3.2) (1.5) 
– gain arising on equity element  3.1 1.2 
– deferred tax  0.6 0.3 
Currency translation  – 0.1 

Net change in shareholders’ funds  (27.3) (18.1) 
Shareholders’ funds at beginning of year  520.8 538.9 

Shareholders’ funds at end of year 493.5 520.8 

l. Contingent liabilities 
The Company has guaranteed the loans of certain subsidiary undertakings which at 3 February 2008 amounted to £22.2 million  
(2007: £35.2 million). 

m. Ordinary dividends 
Ordinary dividends proposed but not yet paid in respect of the financial year ended 3 February 2008 are detailed in note 7 to the 
Consolidated Financial Statements. 



117 
Premier Farnell 
Annual Report & Accounts 2008 

 

Independent Auditors’ Report 
to the Members of Premier Farnell plc

 
 

We have audited the Company Financial Statements of Premier 
Farnell plc for the period ended 3 February 2008 which comprise 
the Company Balance Sheet, the Company Accounting Policies 
and the related notes. These Company Financial Statements have 
been prepared under the accounting policies set out therein. We 
have also audited the information in the Directors’ Remuneration 
Report that is described as having been audited. 

We have reported separately on the Consolidated Financial 
Statements of Premier Farnell plc for the period ended  
3 February 2008. 

Respective responsibilities of Directors and Auditors 
The Directors’ responsibilities for preparing the Annual Report,  
the Directors’ Remuneration Report and the Company Financial 
Statements in accordance with applicable law and United  
Kingdom Accounting Standards (United Kingdom Generally 
Accepted Accounting Practice) are set out in the Statement  
of Directors’ Responsibilities. 

Our responsibility is to audit the Company Financial Statements  
and the part of the Directors’ Remuneration Report to be audited  
in accordance with relevant legal and regulatory requirements and 
International Standards on Auditing (UK and Ireland). This report, 
including the opinion, has been prepared for and only for the 
Company’s members as a body in accordance with Section 235  
of the Companies Act 1985 and for no other purpose. We do not,  
in giving this opinion, accept or assume responsibility for any other 
purpose or to any other person to whom this report is shown or into 
whose hands it may come save where expressly agreed by our prior 
consent in writing. 

We report to you our opinion as to whether the Company Financial 
Statements give a true and fair view and whether the Company 
Financial Statements and the part of the Directors’ Remuneration 
Report to be audited have been properly prepared in accordance 
with the Companies Act 1985. We also report to you, whether in our 
opinion, the information given in the Directors’ Report is consistent 
with the Company Financial Statements. The information given in 
the Directors’ Report includes that specific information presented  
in the Business Review that is cross referenced from the Business 
Review section of the Directors’ Report. 

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

We read other information contained in the Annual Report and 
Accounts and consider whether it is consistent with the audited 
Company Financial Statements. The other information comprises 
only the Chairman’s Statement, the Business Review, the Directors’ 
Report, the Corporate Governance Statement, the unaudited part  
of the Remuneration Report, and the items listed in the contents 
section of the Annual Report and Accounts. We consider the 
implications for our report if we become aware of any apparent 
misstatements or material inconsistencies with the Company 
Financial Statements. Our responsibilities do not extend to any  
other information. 

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

We planned and performed our audit so as to obtain all the 
information and explanations which we considered necessary in 
order to provide us with sufficient evidence to give reasonable 
assurance that the Company Financial Statements and the part  
of the Directors’ Remuneration Report to be audited are free from 
material misstatement, whether caused by fraud or other irregularity 
or error. In forming our opinion we also evaluated the overall 
adequacy of the presentation of information in the Company 
Financial Statements and the part of the Directors’ Remuneration 
Report to be audited. 

Opinion 
In our opinion: 

– the Company Financial Statements give a true and fair view,  
in accordance with United Kingdom Generally Accepted 
Accounting Practice, of the state of the Company’s affairs  
as at 3 February 2008; 

– the Company Financial Statements and the part of the Directors’ 
Remuneration Report to be audited have been properly prepared 
in accordance with the Companies Act 1985; and 

– the information given in the Directors’ Report is consistent with 
the Company Financial Statements. 

PricewaterhouseCoopers LLP 
Chartered Accountants and 
Registered Auditors 
London 

 April 200822
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Glossary

 
 

AFDEC – Association for Franchised Distributors of Electronic 
Components 

Asean – Association of South East Asian Nations 

BiTC – Business in the Community 

CSR – Corporate Social Responsibility 

EEAS – Energy Efficiency Accreditation Scheme 

EDE – Electronic Design Engineers 

EuP Directive – Energy using Products Directive 

GAAP – Generally Accepted Accounting Principles 

IPD – Industrial Products Division 

KPI – Key Performance Indicator 

MDD – Marketing and Distribution Division 

MRO – Maintenance Repair and Operation 

OEM – Original Equipment Manufacturer 

PFLC – Premier Farnell Leadership Council 

REACH – Registration, Evaluation, Authorisation and restriction  
of Chemicals 

RoHS – Restriction on Hazardous Substances 

SIA – Semiconductor Industry Association 

SKU – Stock Keeping Units 

STAR – Safety Through Accountability and Recognition 

WEEE – Waste Electrical and Electronic Equipment
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Shareholder Information

 

2008/2009 financial calendar 
Quarter one results  5 June 2008
Annual General Meeting  17 June 2008
Quarter two and interim results  11 September 2008
Quarter three results 11 December 2008
Financial year end  1 February 2009
 

 Final ordinary dividend key dates  Interim ordinary dividend key dates 

 Ex-dividend  Record  Payment   Ex-dividend  Record  Payment 

Ordinary shares  28 May 2008  30 May 2008 25 June 2008  17 Sept 2008  19 Sept 2008 15 Oct 2008 

        
     Half-yearly preference dividend key dates 

 Ex-dividend  Record  Payment   Ex-dividend  Record  Payment 

Preference shares  2 July 2008 4 July 2008  28 July 2008  31 Dec 2008  5 Jan 2009 26 Jan 2009 

Annual General Meeting 
The 2008 Annual General Meeting will be held at Premier Farnell 
plc, 25/28 Old Burlington Street, London, W1S 3AN, on 17 June  
at 10.00 am. 

Registrar 
Enquiries concerning shareholdings or dividends should be 
addressed in the first instance to the Company’s Registrar, 
Computershare Investor Services PLC, PO Box 82, The Pavilions, 
Bridgwater Road, Bristol, BS99 7NH, United Kingdom or telephone 
+44 (0) 870 707 1648. 

Alternatively, shareholders can contact Computershare online  
via their free Investor Centre facility.  

Shareholders have the ability to register for electronic shareholder 
communications, set up or amend bank details for direct credit  
of dividend payments, amend address details, request dividend 
payment in a foreign currency, view payment history and access 
information on the Company’s share price. For more information  
or to register please visit www-uk.computershare.com/investor. 

Share dealing service 
A low cost telephone dealing service has been arranged with 
Stocktrade (a division of Brewin Dolphin Ltd.) which provides a 
simple way of buying or selling Premier Farnell plc shares. Basic 
commission is 0.5 per cent up to £10,000, reducing to 0.2 per cent 
thereafter (subject to a minimum commission of £15). For further 
information call 0845 601 0995 (or +44 131 240 0414 from outside 
the UK) and quote reference LowCo0195. Please note that some 
transactions may be subject to money laundering regulations  
and you may be required to provide certain personal details to 
Stocktrade prior to any sale or purchase of shares. 

Registrar and share transfer office  
Computershare Investor Services PLC 
The Pavilions 
Bridgwater Road 
Bristol 
BS13 8AE
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Historic Record

 
 

2008
£m

2007 
£m

2006  
£m 

2005 
£m 

Revenue from continuing operations  744.7 723.3 670.0 631.8 
   
Operating profit before RoHS inventory provision and reorganisation costs  88.0 83.1 73.1 68.9 
RoHS inventory provision  – – (6.6) – 
Reorganisation costs  – – (5.3) – 

Total operating profit from continuing operations  88.0 83.1 61.2 68.9 

Profit before taxation and accounting for preference shares  77.2 70.1 47.2 55.4 
Preference dividends  (5.6) (6.7) (6.7) – 
Premium on redemption of preference shares  (1.3) (1.4) (1.5) – 
Gain on purchase of preference shares  0.9 0.3 – – 

Profit before taxation from continuing operations  71.2 62.3 39.0 55.4 

Profit after taxation from continuing operations  49.8 42.3 32.1 42.6 
(Loss)/profit after taxation from discontinued operations  (13.5) 10.1 (1.0) 2.4 
Preference dividends  – – – (6.6)

Profit attributable to ordinary shareholders  36.3 52.4 31.1 38.4 

Dividend per share   
– proposed  9.2p 9.0p 9.0p 9.0p 
– paid  9.0p 9.0p 9.0p 9.0p 

Basic earnings per share (pence)  10.0p 14.4p 8.6p 10.6p 
Exceptional items (pence)  – – 2.2p – 

Adjusted earnings per share (pence)  10.0p 14.4p 10.8p 10.6p 

Basic earnings per share from continuing operations (pence)  13.7p 11.6p 8.9p 9.9p 
Exceptional items (pence)  – – 2.2p – 

Adjusted earnings per share from continuing operations (pence)  13.7p 11.6p 11.1p 9.9p 
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high service, multi-channel distribution
group supporting millions of engineers and
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Transforming Premier Farnell

Premier Farnell Plc

Group Headquarters
25–28 Old Burlington Street
London W1S 3AN
T +44 (0) 20 7851 4100
F +44 (0) 20 7851 4110

150 Armley Road
Leeds LS12 2QQ
T +44 (0) 870 129 8606
F +44 (0) 870 129 8611

www.premierfarnell.com

Go online to access the
2008 Annual Report and see
video of our strategy in action.
www.premierfarnell.com/annualreport2008

Better for you, better for the environment
As a responsible corporate citizen we always consider
the environmental impact of our operations. And as an
electrical components distribution company we are
always looking for new ways to use technology to our
benefit, and yours.

In order to to integrate new technologies to ensure
our investors get the most from this report and take
advantage of an environmentally friendly alternative to a
traditional annual report, we have developed an online
annual report with you in mind. Complete with videos,
downloads and a note taking function, our online annual
report is easy to navigate and user-friendly.

We hope that you will be a friend to the environment and
sign up to receive all future shareholder communications
electronically by contacting the Company’s registrars,
Computershare at:

Website: www.computershare.com
Phone: +44(0) 870 702 0000
Fax: +44(0) 870 703 6101
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