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United Drug Medical Limited

Directors’ report

The directors present their annual report and financial statements of the company for the year ended 30
September 2012

Principal activity and business review

On 1 October 2011, the company acquired the trade, assets and habilities of its subsidiary companies,
Mantis Surgical Limited and Pyramed Limited The employees of these businesses also transferred to
United Drug Medical Limited

The principal activity of the company in the year under review was that of wholesale and retail distribution
of orthopaedic and other health care products The directors intend to continue to develop the activities of
the company, having already established a number of new trading divisions in the current year

Results and dividends

The results for the year are set out m the profit and loss account on page 7 and the related notes

The directors do not recommend the payment of a dividend (2011 £ml)

Risks and uncertainties

The directors consider that the principal risks and uncertainties faced by the company are in the following
categories-

Economic risk

The nisk of increased inflation having an adverse impact on the company 1s managed through strict cost
controls

Competition risk

The directors of the company manage competition risk through close attention to customer requirements
and ensuring services provided by the company satisfy such requirements.

Fmancial risk

The company operates financial risk management policies to manage credit, interest rate and other
financial nsks The primary objective of the company’s policies is to minimise financial nsk at a
reasonable cost

Directors

The directors who held office during the year were as follows

B McGrane
P Dempsey



United Drug Medical Limited

Directors’ report (continued)

Political and charitable donations

The company did not make any political or charitable donations durmg the year (2011 £nil)

Disclosure of information to auditor

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are
each aware, there 1s no relevant audit information of which the company’s auditor 1s unaware; and each
director has taken all the steps that they ought to have taken as a director to make themselves aware of any

relevant audit information and to establish that the company’s auditor is aware of that information

Auditor

Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and
KPMG will therefore continue n office

On behalf of the Board

DNY

P Dempsey 17 December 2012
Director




United Drug Medical Limited

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

The directors are responsible for preparing the directors’ report and the financ:al statements n accordance
with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year. Under that law
the directors have elected to prepare the financial statements in accordance with UK Accounting Standards
and apphcable law (UK Generally Accepted Accounting Practice).

Under company law the directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affairs of the company and of the profit or loss of the company
for that period

In preparing these financial statements, the directors are required to.
m select switable accounting policies and then apply them consistently,
m  make judgements and estimates that are reasonable and prudent,

m state whether applicable UK Accounting Standards have been followed subject to any material
departures disclosed and explained m the financial statements, and

® prepare the financial statements on the going concern basis unless 1t 1s inappropriate to presume that
the company will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company’s transactions and disclose with reasonable accuracy at any time the financial position
of the company and enable them to ensure that the financial statements comply with the Companies Act
2006 They have general responsibility for taking such steps as are reasonably open to them to safeguard
the assets of the company and to prevent and detect fraud and other irregularities

On behalf of the Board

(PCW%

P Dempsey 17 December 2012
Dhrector
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Independent auditor’s report to the members of United Drug Medical Limited

We have audited the financial statements of United Drug Medical Limited for the year ended 30 September
2012 which compnse the profit and loss account, the balance sheet and the related notes The financial
reporting framework that has been applied n their preparation 1s applicable law and UK Accounting
Standards (UK Generally Accepted Accounting Practice)

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

Respective responsibilities of dwrectors and auditor

As explained more fully i the directors’ responsibilities statement set out on page 4, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and
fair view Our responsibility 1s 1o audit, and express an opimion on, the financial statements 1n accordance
with applicable law and International Standards on Auditing (UK and Ireland) Those standards require us
to comply with the Auditing Practices Board's (APB’s) Ethical Standards for Auditors

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements 1s provided on the APB’s website at
www frc org uk/apb/scope/private cfin

Opinion on financial statements
In our opinion the financial statements

e give atrue and fair view of the state of the company’s affairs as at 30 September 2012 and of its profit
for the year then ended,

¢ have been properly prepared in accordance with UK Generally Accepted Accounting Practice, and

* have been prepared 1n accordance with the requirements of the Companies Act 2006

5

KPMG an Inish partnershup and a member firm of tha KPMG natwork
of independent member firms affilated with KPMG International
Cooperative { XPMG Intarnational”) a Swiss entity



Independent auditor’s report to the members of United Drug Medical Limited
(continued)

Opinion on other matter prescribed by the Companies Act 2006

In our opimien the information given in the directors’ report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report i respect of the following matters where the Companies Act 2006 requires us to
report to you if, in our opinion

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

¢ the financial statements are not 1n agreement with the accounung records and returns, or
* certain disclosures of directors’ remuneration specified by law are not made, or

* we have not recerved all the information and explanations we require for our audit

DJ\,& Ce

hartered Accountants
| Stokes Place

St Stephen’s Green
Dublin 2

Ireland

17 December 2012



United Drug Medical Limited

Profit and loss account
Jor the year ended 30 September 2012

Notes 2012 2011

£ £

Turnover — continuing operations 2 19,225,270 4,765,793
Cost of sales (10,344,167) (2,116,525)

Gross profit 8,881,103 2,649,268
Net operating costs {8,093,539) (2,428,796)

Operating profit — continuing operations 787,564 220,472

Interest recervable 5 - 26

Profit on ordinary activities before taxation 6 787,564 220,498
Tax on profit on ordinary activities 7 (292,274) (112,889)

Profit for the financial year 16 495,290 107,609

The company had no recognised gains or losses tn the current financial year or the preceding financial year
other than those dealt with in the profit and loss account

The notes on pages 9 to 23 form part of these financial statements




United Drug Medical Limited

Balance sheet

as at 30 September 2012
Notes 2012 2011
£ £ £ £

Fixed assets
Tangible assets 9 1,142,411 762,373
Investments 10 15,944,916 15,944,916
Current assets
Stock ii 7,940,099 2,927,496
Debtors 12 5,042,842 4,481,118
Cash at bank and n hand 576,799 388,525

13,559,740 7,797,139
Creditors: amounts falling due
within one year I3 {13,003,028) (5,169,969
Net current assets 556,712 2,627,170
Total assets less current liabilities 17,644,039 19,334,459
Creditors amounts falling due 14 (10,300,000) {12,500,000)
after one year
Net assets 7,344,039 6,834,459
Capital and reserves
Called up share capital 15 50,000 50,000
Profit and loss account 16 7,217,894 6,722,604
Capttal contribution reserve 17 76,145 61,855
Shareholders’ funds 18 7,344,039 6,834,459

These financial statements were approved by the board of directors on 17 December 2012 and signed on its
behalf by

P Dempsey De/:_j
Director
Company Registered Number 2090807

The notes on pages 9 to 23 form part of these financial statements.



United Drug Medical Limited

Notes
(forming part of the financial statements)

1

Accounting policies

The following accounting policies have been applied consistently in dealing with items which are
conswdered material 1n relation to the financial statements

Basis of preparation

The financial statements have been prepared in accordance with applicable accounting standards and
under the historical cost accounting rules.

Cash flow statement

The company 1s exempt from the requirement to prepare a cash flow statement under FRS 1 on the
grounds that 1t 1s a wholly owned subsidiary undertaking of United Drug plc The cash flows of the
company are included in the published consolidated financial statements of United Drug plc

Consolidation

The company is a wholly owned subsidiary of a company established under the law of a member
state of the European Community and 1t is therefore exempt from the requirement to prepare
consohdated financial statements by virtue of the Companies Act 2006 Consequently these
financial statements deal with the results of the company as a single entity.

Going concern

The company’s business activities, together with the factors likely to affect its future development,
performance and position are set out 1n the directors’ report on page 2 The company 1s 1n a strong
net asset position with adequate cash balances

After making enquiries, the directors have a reasonable expectation that the company has adequate
resources to continue in operational existence for the foreseeable future Accordingly, they continue
to adopt the gomng concern basis in preparing the company’s financial statements

Turnover

Turnover represents the net invoiced value (excluding value added tax) of goods delivered and
provided to customers and is stated after deducting returns and allowances



United Drug Medical Limited

Notes (continued)

1

Accounting policies (confinued)
Taxation

The charge for taxation ts based on the profit/loss for the year and takes into account taxation
deferred because of timing differences between the treatment of certain items for taxation and
accounting purposes

A net deferred tax asset is regarded as recoverable and therefore recognised only when, on the basis
of all available evidence, it can be regarded as more likely than not that there will be suitable taxable
profits from which the future reversal of the underlying timing differences can be deducted.

Deferred tax 1s measured at the average tax rates that are expected to apply n the periods in which
the timing differences are expected to reverse, based on tax rates and laws that have been enacted or
substantively enacted by the balance sheet date. Deferred tax is measured on a non-discounted basis

Pensions

The company operates a defined contribution pension scheme. The assets of the scheme are held
separately from those of the company 1n an independently admimstered fund. Contributions payable
for the year are charged to the profit and loss account

Foreign currencies

Transactions n foreign currencies are recorded using the rate of exchange ruling at the date of the
transaction or at a contracted rate  Monetary assets and hiabilities denominated 1n foreign currencies
are translated using the rates of exchange ruling at the balance sheet date or by reference to fixed
rates of exchange under related forward contracts, where such contracts exist  All exchange
differences are included 1n the profit and loss account

Tangible fixed assets and depreciation
Tangibie fixed assets are stated at cost less depreciation
Depreciation 1s provided at the following annual rates in order to write off the cost less estunated

residual value of each asset over its estmated useful life or, 1f held under a finance lease, over the
iease term, whichever 1s the shorter

Leasehold property 5% straight line
Furniture and fittings 10%-20% straight line
Motor vehicles 33% straight line
Office equipment 20%-33% straight line

10



United Drug Medical Limited

Notes (continued)

1

Accounting policies (continued)
Leasing and hire purchase commutments

Assets held under finance leases and hire purchase contracts, which are those where substantially all
the risks and rewards of ownership of the asset have passed to the company, are capitalised in the
balance sheet and depreciated over their useful lives

The interest element of the rental obligations 1s charged to the profit and loss account over the period
of the lease and represents a constant proportion of the capital repayments outstanding Outstanding
future lease obligations in respect of such assets are included in creditors

Rentals paid under operating leases are charged to the profit and loss account on a straight line basis
over the lease term

Stock

Stocks are stated at the lower of cost and net realisable value, after making due allowance for
obsolete and slow moving items Cost conststs of invoice price  Net reahsable value 1s the actual or
estimated selling price, less all costs to be mcurred in marketing, selling and distnbution

Equity-settled share based payment transactions

The company’s ultimate parent, Umted Drug plc, operates share option schemes which allow
employees to acquire shares in United Drug plc  They are all equity-settled arrangements under FRS
20, Share-based payments. Where United Drug plc grants options over 1ts shares to employees of
this company, the far value of share entitlements granted 1s recogmised as an employee expense in
the profit and loss account with a corresponding increase in a capital contribution reserve The fair
value is determined by an external valuer using a binomial model. Share entitlements granted by
United Drug plc are subject to certain non-market based vesting conditions Non-market vesting
conditions are not taken into account when estimating the fair value of entitlements as at the grant
date The expense for the share entittements shown in the profit and loss account 1s based on the fair
value of the total number of entitiements expected to vest and 1s allocated to accounting periods on
straight line basis over the vesting period The cumulative charge to the profit and loss account 1s
only reversed where entitlements do not vest because all non-market performance conditions have

not been met or where an employee in receipt of share entitlements leaves the company before the
end of the vesting penod.

Turnover
2012 2011
£ £
Turnover analysed by geographical market is as follows:
United Kingdom 19,225,270 4,765,793

All turnover denves from the sale of orthopaedic and other healthcare products On 1 October 2011
the company acquired the trade and assets of its subsidiary companies

11



United Drug Medical Limited

Notes (continued)

3  Staff costs and numbers

The average monthly number of employees (including directors) during the year was as follows

Admnistration 29 8
Sales representatives 64 10
923 18

The aggregate payroll costs of these persons were as follows
2012 2011
£ £
Wages and salaries 4,763,607 863,960
Social security costs 531,592 109,151
Other pension costs 80,646 26,470
Share-based payment expense 14,290 1,055
5,390,135 1,000,636

4  Directors’ emoluments

2012 2011
£ £

The directors of the company received the following emoluments

Directors’ emoluments (including pension
contributions) 206,104

One director (2011 nil) 1s accruing benefits under the company’s defined contribution scheme The

directors of the company did not recetve any emoluments for services provided in their capacity as
directors of the company in the prior year

5 Interest receivable
2012 2011

Interest arising from cash deposits and investments - 26

12




United Drug Medical Limited

Notes (continued)
6  Profit on ordinary activities before taxation

Profit on ordinary activities before taxation 1s stated after charging the following

2012 2011
£ £
Depreciation 282,804 185,846
Auditor’s remuneration 60,000 27,979
Operating leases 482,471 371,359
7  Taxation
{a) Analysis of charge in year
2012 2011
£ £
UK corporation tax
Current tax for the year 245,670 150,648
Adjustments 1n respect of prior years (12,242) 1,084
233,428 151,732
Deferred tax
Ongination/reversal of timing differences 222 (40,150)
Adjustments 1n respect of prior years 57,909 (1,872)
Impact of the reduction in tax rates 715 3,179
58,846 (38,843)
Total tax charge 292,274 112,889

13




United Drug Medical Limited

Notes (continued)
7 Taxation (continued)
(b) Factors affecting current tax charge for year

The current tax charge for the year 1s higher (2011 higher) than the standard rate of corporation
tax in the UK 25 % (20101 27%) The differences are explained below

2012 2011

£ £

Profit on ordinary activities before tax 787,564 220,498

Current tax at 25 % (2011 27%) 196,891 59,534
Effects of

Expenses not deductible for corporation tax purposes 52,004 61,340

Depreciation in excess of capital allowances (3,475) 29,489

Adjustments 1n respect of prior years (12,242) 1,084

Short term timing differences 250 285

Current tax charge for the year 233,428 151,732

(c) Factors affecting fature tax charges

The main rate of UK corporation tax reduced to 24% with effect from 1 April 2012 and wil! as
a consequence of substantially enacted provisions reduce to 23% with effect from 1 April
2013 It is expected that the fall in the main corporation tax rate will result 1n a reduction of
the company’s future current tax charge

14



United Drug Medical Limited

Notes (continued)

8 Transfer of trade, assets and liabilities
On 1 October 2011, the company acquired the business trade, assets and liabilities of its
substdiary undertakings, Pyramed Limited and Mantis Surgical Limited The assets and habilities

transferred were as follows.

Book Value Adjustments Fair Value

£ £ £
Tangible assets 83,209 - 83,209
Stock 2,382,723 - 2,382,723
Debtors 1,681,351 - 1,681,351
Cash 870,511 - 870,511
Creditors (1,291,486) - (1,291,486)
Net assets transferred 3,726,308 - 3,726,308
Satisfied by
Amounts due from United Drug Medical Limited 3,726,308

15




United Drug Medical Limited

Notes (continued)

10

Tangible fixed assets

Cost
At 1 October 2011
Additions

At 30 September 2012

Depreciation
At 1 October 2011
Charge for year

At 30 September 2012

Net book value
At 30 September 2012

At 30 September 2011

Fixed asset investments

L.easehold
property
£

495,332

495332

238,822
54,200

293,022

Shares in subsidiary undertakings

Cost
At beginning of year
Acquired during year

At end of year

16

Fixtures

fittings &

Motor office
vehicles equipment Total
£ £ £
36,738 1,223,049 1,755,119
- 662,842 662,842
36,738 1,885,891 2,417,961
26,329 727,595 992,746
7,347 221,257 282,804
33,676 948,852 1,275,550
3,062 937,039 1,142,411
10,409 495,454 762,373
2012 2011
£ £
15,944,916 -
- 15,944.916
15,944,916 15,944,916




United Drug Medical Limited

Notes (continued)

10 Fixed asset investments (continued)

The following are the company’s subsidiary undertakings at 30 September 2012

Company Name Country of Principal Holding of
Incorporation activity ordinary shares
New Splint Limited United Kingdom Dormant 100% |
Mantis Surgical Limted United Kingdom Dormant 100%
Pyramed Limited Umted Kingdom Dormant 100%
11 Stocks
2012 2011
£ £
Stock for resale 6,588,819 1,778,421 '
Stock on permanent and temporary loan 1,351,280 1,149,075
7,940,099 2,927,496

The estimated replacement cost of stock does not differ significantly from the amounts shown
above.

17




United Drug Medical Limited

Notes (continued)

12

13

14

Debtors

Trade debtors

Other debtors

Prepayments and accrued income
Amounts due from group undertakings
Deferred tax asset

Corporation tax

Deferred tax has been recogmised i full and relates to’

Difference between accumulated depreciation
and capital allowances
Other timing differences

Creditors: amounts falling due within one year

Trade creditors

VAT

Other taxes and social security
Accruals and deferred mcome
Amounts owed to group undertakings

Creditors: amounts falling due after more than one year

Amounts owed to group undertakings

2012
£

3,400,079
494
571,752
1,057,077
7,796
5,644

5,042,842

B aaa————

2012

5,622
2,174

7,796

2012
£

2,368,305
615,015
203,955

1,370,221

8,445,532

13,003,028

2012
£
10,300,000

2011
£

606,054
87,451
3,472,899
66,641
248,073

4,481,118

2011

51,178
15,463

66,641

2011
£

720,166
113,150
90,266
104,869
4,141,518

5,169,969

2011
£
12,500,000

Amounts owed to group undertakings are unsecured, interest free and without any specific

repayment terms




United Drug Medical Limited

Notes (continued)

15

16

17

18

Called up share capital

Allotted, called up and fully paid
50,000 ordinary shares of £1 each

Profit and loss account

At beginning of year
Profit for the financial year

Atend of year

Capital contribution reserve

Opening capital contribution reserve

Capital contribution during the year (see note 20)

Closing capital contribution reserve

Reconciliation of movement in shareholders’ funds

Opening shareholders’ funds
Total recognised gains and losses for the financial year
Movement 1n capital contribution reserve (see note 20)

Closing sharcholders’ funds

19

2012

50,000

2012
£

6,722,604
495290

7,217,894

2012

61,855
14,290

76,145

2012
£

6,834,459

495,290
14,290

7,344,039

2011

50,000

2011
£

6,614,995
107,609

6,722,604

2011

60,800
1,055

61,855

2011
£

6,725,795

107,609
1,055

6,834,459



United Drug Medical Limited

Notes (continued)

19 Commitments

20

The company had annual commitments under non-cancellable operating leases as follows

2012 2012 201t 2011
£ £ £ £
Land & Other Land & Other
buildings buildings

Operating leases which expire
Within one year - 57,891 - 5,795
Between two to five years - 139,705 - 60,048
Greater than five years 319,000 - 305,000 -
319,000 197,596 305,000 65,843

Share-based payment

United Drug plc operates an Executive Share Option Plan (ESOP) which was established during
2010. Under the ESOP share options may be granted to management which may entitle them to
purchase shares in United Drug plc so as to provide an incentive to perform strongly over an
extended period and to encourage alignment of their interests with those of sharcholders. The terms
of share options granted under the ESOP are set out 1n the United Drug ple annual report for the year
ended 30 September 2012, which is publically available. During the year 3,192,350 (201 1: nil) share
options were granted under the ESOP

The terms of the former Executive Share Option Scheme (ESOS) are also set out in the Umited Drug
plc annual report for the year ended 30 September 2012

The measurement requirements of IFRS 2 Share-based Payment, have been implemented n respect
of share options that were granted after 7 November 2002

The total expense for share options recognised n the profit and loss account is

2012 2011
£°000 £000

Share based payment 14 1

20




United Drug Medical Limited

Notes (continued)
20 Share-based payment (continued)
A summary of the details in respect of share options granted under the ESOP during the year to

employees providing services t¢ United Drug ple or subsidiary companies, including persons
providing services to this company, 1s set out below

2012 2011
Grant Date 17 November 2011
Fair value at grant date €0.43
Share price at grant date €2.08
Exercise price €2.09
Expected volatihity 32.2%
Expected hife 6.3 years
Expected dividend yield 4.3%
Risk-free interest rate 2.2%
Valuation mode Binomial
Performance pertod 3 years
Vesting period 3 years

The number and weighted average exercise price of outstanding share opttons are as follows:

Weighted Weighted
average average
exercise Number of exercise Number of
price share options price  share options
2012 2012 2011 2011
€ '000 € '000
Outstandmg at beginmng of year 2.78 10,522 282 13,545
Forfeited during the year 2.77 (368) 3.12 (1,209)
Exercised during the year 1.91 (905) 185 (881)
Lapsed during the year 1.95 (2,028) 3.83 (933)
Granted during the year 2.30 3,192 - -
QOutstanding at end of year 2.81 10,413 278 10,522
Exercisable at end of year 2.81 2,791 258 3,731

Durmg the year the Remuneration Committee determined that the performance target for Basic Tier
share options granted on 11 June 2009 (2011: 17 June 2608} had not been satisfied and that such
share options had lapsed

The weighted average share price at the date of exercise of share options during the year was €2 20

(2011 €230) The weighted average remaming contractual hife for the share options outstanding at
30 September 2012 was 4.28 years (2011 4 83 years).

21



United Drug Medical Limited

Notes (continued)
20 Share-based payment (continued)

At 30 September 2012, the range of exercise prices of outstanding share options was from €1 99 to
€4 06 (2011 €1 90 to €4 06)

Analysis of share options outstanding at year end
Share options by exercise price

Number of Number of
Exercise share options share options

Price 2012 2011

| € ‘000 ‘000
|

| 190 ; 910

' 195 ] 2,098

| 199 726 756

‘ 209 3,152 -

| 232 1346 1,438

| 2 83 1,100 1,100

| 332 1,000 1,000

3 48 1,245 1,245

3.83 630 690

406 1214 1285

10,413 10,522

21 Group membership

The company is a wholly owned subsidiary undertaking of United Drug (UK) Holdings Limited, a
company registered and operating n the United Kingdom whose ultimate parent undertaking 1s
United Drug plc, a public hmited company incorporated and operating 1n the Republic of Ireland

The only group in which the results of the company are consolidated is that headed by United Drug
plc The consolidated financial statements of United Drug plc are available to the public and may be
obtained from

| The Company Secretary
| United Drug plc

United Drug House
Magna Drive

Magna Business Park
Citywest Road

Dublin 24

, 22




United Drug Medical Limited

Notes (continued)

22 Related party transactions
As the company is a wholly owned subsidiary of United Drug (UK) Holdings Limited and the
company’s voting rights are controlled within the group headed by United Drug plc, the company
has taken advantage of the exemption in FRS 8 not to disclose transactions or balances with wholly
owned subsidiaries which form part of the group

23 Guarantees
The company has guaranteed certain bank loans, loan notes and other bank facilittes of United Drug

plc and subsidiaries (the group) by way of composite cross guarantees At 30 September 2012, the
total amount of group borrowings and facilities guaranteed amounted to €287 8m (2011 €231 3m)

23




