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STRATEGIC REPORT
FOR THE YEAR ENDED 31 AUGUST 2018

The directors present the strategic report for the year ended 31 August 2018.

Fair review of the business
The activity of the company continued to be the supply of goods to the veterinary profession.

The directors aim to present a balanced and comprehensive review of the development and performance of the
company during the period and its position as at 31 August 2018. The directors' review is consistent with the
size and nature of the business and-is written in the context of the risks and uncertainties the company faces.-

The directors consider the key performance indicators are those that communicate the financial performance
and strength of the company as a whole, these being turnover, gross profit margin, profit on ordinary activities
before taxation and net assets.

The directors are satisfied with the results for the year which has seen turnover increase by 7.92% from
£50,004,166 to £53,963,530; the gross profit margin has increased from 5.01% to 5.60% and the profit on
ordinary activities before tax increasing by 24.85% from £769,696 to £960,972.

The results above incorporate retrospective rebates to customers which this year have been approved by the
Board at £1,211,395(2017 - £1,259,480). ’

The year was influenced by two main factors, the improved price of milk worldwide and the weakness of sterling
against the Euro, which has helped the price of beef, lamb and pork, these factors have influenced the buying
patterns of the veterinary practices.

The strength of the dairy sector was expected to drive up prices and hence the opportunity to improve margin at
the time of price rises. In fact prices only rose by modest levels and our largest supplier did not increase prices
in this financial year at all. This means our margin has remained similar to last year with only a slight
improvement. The company maximised any margin at price increase points by increasing stocks, which peaked
at over £8.5m margin in spring 2018. We have completed a further extension to our warehouse which holds 380
pallets of product.

The immediate future for agricultural product prices remains good and single farm payments had a favourable
exchange rate. However, the drought in early summer adversely affected wheat & barley yields and hence
concentrates are £30/tonne up versus last year.

The market in Northern Ireland has now seen the development of corporate business, Vets4pets have increased
their outlets and currently do not buy from the company. CVS and IVC have continued to purchase existing
businesses in Northern Ireland in 2018 and both continue to purchase through the company and our business
with these practices has grown. The company has no borrowings and continues to have a strong cash flow.

Although enquiries were made about purchase of additional land adjacent to the current site, no progress has
been made on this matter.




T "VETERINARY SURGEONS SUPPLY COMPANY LIMITED — — ~ -~ = 77 =777~

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 AUGUST 2018

Principal risks and uncertainties
The directors consider that the principle risks and uncertainties facing the company are:

Economic Risk

The impact of:

1. Rises in interest rates and inflation
2. Wages inflation

3. Government policy

Other risks

The company believes that pre Brexit sales volumes should be good, if sterling remains close to 90p to the Euro.
Changes to the profitability will continue to follow the trends set over the past few years, earnings from interest
have fallen as forecast, and every effort has been made to run higher stock levels to maximise price increases,
although our biggest supplier had no price rise in our financial year. Other income sources should show
continued growth.

Our concern is that after Brexit the Agricultural market could fall, unless full access to European markets is
maintained. The company is more dependent on Agriculture than other UK wholesalers, with 65% large animal
product sales, whereas in GB, the Veterinary Wholesaler Market is only 23% large animal products. The
dependence of Northern Ireland on Agribusiness and food, and the ‘Strategy for Growth'’ that the local assembly
is committed too, should be positive, provided the UK can find the funding to support it. The withdrawal of
European regional funds will be detrimental to our growth and future investments will be influenced by the
uncertainty of Brexit.

Future developments
The directors have not had further discussions about the purchase of land adjacent to the current premises,
however would consider it if the opportunity were to arise.

Currently the major 1T projects are complete, a system to permit bespoke bonuses for practices has been
developed and we are looking at further developments to integrate practice management systems to the
company's system.

The new General Manager has taken over the day to day duties of the current MD, who retired in August 2018,‘
but he will remain on the board as a director until the 2020 AGM, the number of directors remains unchanged.

By order of the board

Mrs Siobhan McKee
Secretary
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DIRECTORS' REPORT
FOR THE YEAR ENDED 31 AUGUST 2018

The directors present their annual report and financial statements for the year ended 31 August 2018.

Principal activities
The principal activity of the company continued to be that of the supply of goods to the veterinary profession.

Directors
The directors who held office during the year and up to the date of signature of the financial statements were as
follows:

Mr Norman McMordie
Mr John Henderson
Mr James Wilson

Mr Michael Maybin (Resigned 26 January 2018)
Mr Neil Johnston (Appointed 26 January 2018)
Mr Andrew Mayne (Appointed 26 January 2018)

Mr Alan Gordon (Resigned 26 January 2018)
Mr Gilbert McKnight .

Results and dividends
The results for the year are set out on page 9.

Ordinary dividends were paid amounting to £224,950. The directors do not recommend payment of a final
dividend.

Statement of directors’ responsibilities
The directors are responsible for preparing the strategic report, directors' report and the financial statements in
accordance with applicable law and regulations.

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

+ select suitable accounting policies and then apply them consistently;

+ make judgements and accounting estimates that are reasonable and prudent;

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

+ prepare the financial statements on the going concern basis unless it is inappropriate to presume that
the company will continue in 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
are also responsible for safeguarding the assets of the company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.
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DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 AUGUST 2018

Statement of disclosure to auditor

So far as each person who was a director at the date of approving this report is aware, there is no relevant audit
information of which the company’s auditor is unaware. Additionally, the directors individually have taken all the
necessary steps that they ought to have taken as directors in order to make themselves aware of all relevant
audit information and to establish that the company’s auditor is aware of that information.

By order of the board

Mrs Siobhan McKee
Secretary

Date: ........ 24 ».‘.4-.(..‘.( g




VETERINARY SURGEONS SUPPLY COMPANY LIMITED

INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF VETERINARY SURGEONS SUPPLY COMPANY LIMITED

Opinion .

We have audited the financial statements of Veterinary Surgeons Supply Company Limited (the ‘company’) for
the year ended 31 August 2018 which comprise the statement of income and retained earnings, the statement of
financial position, the statement of cash flows and notes to the financial statements, including a summary of
significant accounting policies. The financial reporting framework that has been applied in their preparation is
applicable law and United Kingdom Accounting Standards, including FRS 102 The Financial Reporting Standard
applicable in the UK and Republic of Ireland (United Kingdom Generally Accepted Accounting Practice).

In our opinion the financial statements:
« give a true and fair view of the state of the company's affairs as at 31 August 2018 and of its profit for the
year then ended;
= have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice;
and
» have been prepared in accordance with the requirements of the Companies Act 2006.

- Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the Auditor's responsibilities for the audit
of the financial statements section of our report. We are independent of the company in accordance with the
ethical requirements that are relevant to our audit of the financial statements in the UK, including the FRC’s
Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Conclusions relating to going concern
We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to
report to you where:
« the directors' use of the going concern basis of accounting in the preparation of the financial statements is
not appropriate; or
- the directors have not disclosed in the financial statements any identified material uncertainties that may
cast significant doubt about the company’s ability to continue to adopt the going concern basis of accounting
for a period of at least twelve months from the date when the financial statements are authorised for issue.




VETERINARY SURGEONS SUPPLY COMPANY LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF VETERINARY SURGEONS SUPPLY COMPANY LIMITED

Other information

The directors are responsible for the other information. The other information comprises the information included
in the annual report, other than the financial statements and our auditor's report thereon. Our opinion on the
financial statements does not cover the other information and, except to the extent otherwise explicitly stated in
our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the
work we have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact.

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of our audit:
+ the information given in the strategic report and the directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and
+ the strategic report and the directors' report have been prepared in accordance with applicable legal
requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the company and its environment obtained in the course of
the audit, we have not identified material misstatements in the strategic report and the directors' report.

We have nothing to report in 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 in agreement with the accounting records and returns; or

- certain disclosures of directors’ remuneration specified by law are not made; or

+ -we have not received all the information and explanations we require for our audit.
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INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF VETERINARY SURGEONS SUPPLY COMPANY LIMITED

Responsibilities of directors

As explained more fully in the directors' responsibilities statement, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the directors determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the company or to cease operations,
or have no realistic alternative but to do so.

Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council's website at. http://www.frc.org.uk/auditorsresponsibilities. This description forms part of our
auditor's report.




VETERINARY SURGEONS SUPPLY COMPANY LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF VETERINARY SURGEONS SUPPLY COMPANY LIMITED

The purpose of our audit work and to whom we owe our responsibilities

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

forand on behalf of GMcGLISBURN & ¢ TRV AN

Mr Stgphen Houston FCA (Senior Statutory Auditor)
| 2 7 ul.ld

Chartered Accountants
Statutory Auditor Century House
40 Crescent Business Park
Lisburn
Co Antrim
BT28 2GN
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STATEMENT OF INCOME AND RETAINED EARNINGS
FOR THE YEAR ENDED 31 AUGUST 2018

2018 2017

Notes £ £

Turnover 3 53,963,530 - 50,004,166
Cost of sales (50,940,421) (47,501,109)
Grpss profit 3,023,109 2,503,057
Distribution costs (1,136,022) (976,110)
Administrative expenses (1,448,846) (1,249,784)
Other operating income 513,800 485,339
Operating profit 4 952,041 762,502
Interest receivable and similar income 7 8,941 7,284
Interest payable and similar expenses 8 (10) (90)
Profit before taxation 960,972 769,696
Tax on profit 9 (175,055) (154,796)
Profit for the financial year 785,917 614,900
Retained earnings brought forward 5,096,311 4,685,911
Dividends 10 " (224,950) (204,500)
Retained earnings carried forward 5,657,278 5,096,311

The Income Statement has been prepared on the basis that all operations are continuing operations.




STATEMENT OF FINANCIAL POSITION

AS AT 31 AUGUST 2018

— VETERINARY-SURGEONS SUPPLY COMPANY-LIMITED

Fixed assets
Tangible assets

Current assets
Stocks

Debtors
Cash at bank and in hand

Creditors: amounts falling due within
one year

Net current assets

Total assets less current liabilities
Provisions for liabilities

Net assets

Capital and reserves

Calied up share capital

Share premium account

Profit and loss reserves

Total equity

Mr Norman McMordie
Director

Company Registration No. NI1003708

Notes

1"

13
14

15

17

20

2018

£ £

822,054
6,892,737
2,526,933
3,940,433
13,360,103
(8,268,627)

5,091,476

5,913,530

(25,925)

5,887,605

102,250

- 128,077

5,657,278

5,887,605

2017

£ £

526,926
6,844,646
2,309,235
5,371,404
14,525,285
(9,701,605)

4,823,680

5,350,606

(23,968)

5,326,638

102,250

128,077

5,096,311

5,326,638

-10-
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STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 AUGUST 2018

Notes

Cash flows from operating activities
Cash (absorbed by)/generated from
operations

Interest paid

Income taxes paid

Net cash (outflow)/inflow from operating
activities

Investing activities

Purchase of tangible fixed assets

Proceeds on disposal of tangible fixed assets
Interest received

Net cash used in investing activities

Financing activities
Dividends paid

Net cash used in financing activities

Net (decrease)/increase in cash and cash
equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Relating to:

Cash at bank and in hand

Bank overdrafts included in creditors
payable within one year

2018
£ £
(1,015,323)
(10)
(164,320)
(1,179,653)
(451,381)
23,804
8,941
© (418,636)
(224,950)
(224,950)
(1,823,239)
5,317,581
3,494,342
3,940,433

(446,091)

2017

3,301,260
(90)
(106,414)

3,194,756

(123,315)
36,550
7,284

(79,481)

(204,500)

(204,500)

2,910,775
2,406,806

5,317,581

5,371,404

(53,823)

-1 -
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 AUGUST 2018

1.1

1.2

1.3

14

Accounting policies

Company information

Veterinary Surgeons Supply Company Limited is a private company limited by shares incorporated in
Northern Ireland. The registered office and place of business is 29 Enterpnse Crescent, Ballinderry Road,
Lisburn, Co Antrim, BT28 2BP.

Accounting convention

These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland” (*FRS 102”) and the requirements of the
Companies Act 2006.

The financial statements are prepared in sterling, which is the functional currency of the company.
Monetary amounts in these financial statements are rounded to the nearest £.

The financial statements have been prepared under the historical cost conventlon The principal
accounting policies adopted are set out below.

Going concern

At the time of approving the financial statements, the directors have a reasonable expectation that the
company has adequate resources to continue in operational existence for the foreseeable future. Thus the
directors continue to adopt the going concern basis of accounting in preparing the financial statements.

Turnover

Turnover is recognised to the extent that it is probable that the economic benefits will flow to the company
and the revenue can be reliably measured. Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable for goods and services provided in the normal
course of business , exclusive of VAT and trade discounts.

Revenue from the sale of goods is recognised when the significant risks and rewards of ownership of the
goods have passed to the buyer (usually on dispatch of the goods), the amount of revenue can be
measured reliably, it is probable that the economic benefits associated with the transaction will flow to the
entity and the costs incurred or to be incurred in respect of the transaction can be measured reliably.

Tangible fixed assets

Tangible fixed assets under the cost model are stated at historical cost less accumulated depreciation and
any accumulated impairment losses. Historical cost includes expenditure that is directly attributable to

. bringing the asset to the location and condition necessary for it to be capable of operating in the manner

intended by management.

The company adds to the carrying amount of an item of fixed assets, the cost of replacing part of such an
item when that cost is incurred, if the replacement part is expected to provide incremental future benefits to
the company. The carrying amount of the replaced part is derecognised. Repairs and maintenance are
charged to the profit and loss during the period in which they are incurred.

Land is not depreciated. Depreciation on other assets is charged so as to allocate the cost of assets less
their residual value over their estimated useful lives, using the straight line method.

-12-
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 AUGUST 2018

1.5

1.6

1.7

Accounting policies (Continued)

Depreciation is recognised so as to write off the cost or valuation of assets less their residual values over
their useful lives on the following bases:

Freehold land and buildings 5% straight line

Fixtures and fittings 10 % straight line
Computers 33% straight line
Motor vehicles 25% straight line

The assets' residual values, useful lives and depreciation methods are reviewed, and adjusted
prospectively if appropriate, or if there is an indication of a significant change since the last reporting date.

Gains or losses on disposals are determined by comparing the proceeds with the carrying amount and are
recognised in the profit and loss account.

Impairment of fixed assets

At each reporting period end date, the company reviews the carrying amounts of its tangible assets to
determine whether there is any indication that those assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss (if any). Where it is not possible to estimate the recoverable amount of an individual asset,
the company estimates the recoverable amount of the cash-generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in
use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the risks specific to the asset for
which the estimates of future cash flows have not been adjusted.

if the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount.
An impairment loss is recognised immediately in profit or loss, unless the relevant asset is carried at a
revalued amount, in which case the impairment loss is treated as a revaluation decrease.

Recognised impairment losses are reversed if, and only if, the reasons for the impairment loss have
ceased to apply. Where an impairment loss subsequently reverses, the carrying amount of the asset (or
cash-generating unit) is increased to the revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount that would have been determined had no
impairment loss been recognised for the asset (or cash-generating unit) in prior years. A reversal of an
impairment loss is recognised immediately in profit or loss, unless the relevant asset is carried at a
revalued amount, in which case the reversal of the impairment loss is treated as a revaluation increase.

Stocks

Stocks are stated at the lower of cost and estimated selling price less costs to complete and sell. Cost
comprises direct materials and, where applicable, direct labour costs and those overheads that have been
incurred in bringing the stocks to their present location and condition.

At each reporting date, an assessment is made for impairment. Any excess of the carrying amount of
stocks over its estimated selling price less costs to complete and sell is recognised as an impairment loss
in profit or loss. Reversals of impairment losses are also recognised in profit or loss.

Cash at bank and in hand

Cash at bank and in hand are basic financial assets and include cash in hand, deposits held at call with
banks, other short-term liquid investments with original maturities of three months or less, and bank
overdrafts. Bank overdrafts are shown within borrowings in current liabilities.

-13-
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 AUGUST 2018

1.8

Accounting policies (Continued)

Financial instruments

The company has elected to apply the provisions of Section 11 ‘Basic Financial Instruments’ and Section
12 ‘Other Financial Instruments Issues’ of FRS 102 to all of its financial instruments.

Financial instruments are recognised in the company's statement of financial position when the company
becomes party to the contractual provisions of the instrument.

Financial assets and liabilities are offset, with the net amounts presented in the financial statements, when
there is a legally enforceable right to set off the recognised amounts and there is an intention to settle on a
net basis or to realise the asset and settle the liability simultaneously.

Basic financial assets

Basic financial assets, which include debtors and cash and bank balances, are initially measured at
transaction price including transaction costs and are subsequently carried at amortised cost using the
effective interest method unless the arrangement constitutes a financing transaction, where the transaction
is measured at the present value of the future receipts discounted at a market rate of interest. Financial
assets classified as receivable within one year are not amortised.

Other financial assets

Other financial assets, including investments in equity instruments which are not subsidiaries, associates
or joint ventures, are initially measured at fair value, which is normally the transaction price. Such assets
are subsequently carried at fair value and the changes in fair value are recognised in profit or loss, except
that investments in equity instruments that are not publicly traded and whose fair values cannot be
measured reliably are measured at cost less impairment.

Impairment of financial assets
Financial assets, other than those held at fair value through profit and loss, are assessed for indicators of
impairment at each reporting end date.

Financial assets are impaired where there is objective evidence that, as a result of one or more events that
occurred after the initial recognition of the financial asset, the estimated future cash flows have been
affected. If an asset is impaired, the impairment loss is the difference between the carrying amount and the
present value of the estimated cash flows discounted at the asset's original effective interest rate. The
impairment loss is recognised in profit or loss.

If there is a decrease in the impairment loss arising from an event occurring after the impairment was
recognised, the impairment is reversed. The reversal is such that the current carrying amount does not
exceed what the carrying amount would have been, had the impairment not previously been recognised.
The impairment reversal is recognised in profit or loss.

Derecognition of financial assets

Financial assets are derecognised only when the contractual rights to the cash flows from the asset expire
or are settled, or when the company transfers the financial asset and substantially all the risks and rewards
of ownership to another entity, or if some significant risks and rewards of ownership are retained but
control of the asset has transferred to another party that is able to sell the asset in its entirety to an
unrelated third party.

Classification of financial liabilities

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest in the
assets of the company after deducting all of its liabilities.

-14 -
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 AUGUST 2018

1.9

1.10

Accounting policies (Continued)

Basic financial liabilities

Basic financial liabilities, including creditors, bank loans, loans from fellow group companies and
preference shares that are classified as debt, are initially recognised at transaction price unless the
arrangement constitutes a financing transaction, where the debt instrument is measured at the present
value of the future payments discounted at a market rate of interest. Financial liabilities classified as
payable within one year are not amortised. '

Debt instruments are subsequently carried at amortised cost, using the effective interest rate method.

Trade creditors are obligations to pay for goods or services that have been acquired in the ordinary course
of business from suppliers. Amounts payable are classified as current liabilities if payment is due within
one year or less. If not, they are presented as non-current liabilities. Trade creditors are recognised initially
at transaction price and subsequently measured at amortised cost using the effective interest method.

Other financial liabilities

Derivatives, including interest rate swaps and forward foreign exchange contracts, are not basic financial
instruments. Derivatives are initially recognised at fair value on the date a derivative contract is entered
into and are subsequently re-measured at their fair value. Changes in the fair value of derivatives are
recognised in profit or loss in finance costs or finance income as appropriate, unless hedge accounting is
applied and the hedge is a cash flow hedge.

Debt instruments that do not meet the conditions in FRS 102 paragraph 11.9 are subsequently measured
at fair value through profit or loss. Debt instruments may be designated as being measured at fair value
though profit or loss to eliminate or reduce an accounting mismatch or if the instruments are measured and
their performance evaluated on a fair value basis in accordance with a documented risk management or
investment strategy.

Derecognition of financial liabilities
Financial liabilities are derecognised when the company’s contractual obligations expire or are discharged
or cancelled.

Equity instruments

Equity instruments issued by the company are recorded at the proceeds received, net of direct issue costs.
Dividends payable on equity instruments are recognised as liabilities once they are no longer at the
discretion of the company.

Taxation
The tax expense represents the sum of the tax currently payable and deferred tax.

Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as
reported in the income statement because it excludes items of income or expense that are taxable or
deductible in other years and it further excludes items that are never taxable or deductible. The company’s
liability for current tax is calculated using tax rates that have been enacted or substantively enacted by the
reporting end date.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 AUGUST 2018

1.1

Accounting policies (Continued)

Deferred tax

Deferred tax liabilities are generally recognised for all timing differences and deferred tax assets are
recognised to the extent that it is probable that they will be recovered against the reversal of deferred tax
liabilities or other future taxable profits. Such assets and liabilities are not recognised if the timing
difference arises from goodwill or from the initial recognition of other assets and liabilities in a transaction
that affects neither the tax profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at each reporting end date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the
asset to be recovered. Deferred tax is calculated at the tax rates that are expected to apply in the period
when the liability is seftled or the asset is realised. Deferred tax is charged or credited in the income
statement, except when it relates to items charged or credited directly to equity, in which case the deferred
tax is also dealt with in equity. Deferred tax assets and liabilities are offset when the company has a legally
enforceable right to offset current tax assets and liabilities and the deferred tax assets and liabilities relate
to taxes levied by the same tax authority.

Employee benefits .
The costs of short-term employee benefits are recognised as a liability and an expense, unless those costs

* are required to be recognised as part of the cost of stock or fixed assets.

112

The cost of any unused holiday entitlement is recognised in the period in which the employee’s services
are received.

Termination benefits are recognised immediately as an expense when the company is demonstrably
committed to terminate the employment of an employee or to provide termination benefits.

Retirement benefits
Payments to defined contribution retirement benefit schemes are charged as an expense as they fall due.

Foreign exchange

Transactions in currencies other than pounds sterling are recorded at the rates of exchange prevailing at
the dates of the transactions. At each reporting end date, monetary assets and liabilities that are
denominated in foreign currencies are retranslated at the rates prevailing on the reporting end date. Gains
and losses arising on translation are included in the income statement for the period.

Judgements and key sources of estimation uncertainty

In the application of the company’s accounting policies, the directors are required to make judgements,
estimates and assumptions about the carrying amount of assets and liabilities that are not readily apparent
from other sources. The estimates and associated assumptions are based on historical experience and
other factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised where the revision affects only that
period, or in the period of the revision and future periods where the revision affects both current and future

periods.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 AUGUST 2018

2 Judgements and key sources of estimation uncertainty (Continued)

Key sources of estimation uncertainty
The estimates and assumptions which have a significant risk of causing a material adjustment to the
carrying amount of assets and liabilities are as follows.

Fixed assets

The annual depreciation charge on fixed assets depends primarily on the estimated lives of each type of
asset and estimates of residual values. The directors regularly review these asset lives and change them
as necessary to reflect current thinking on remaining lives in light of prospective economic utilisation and
physical condition of the assets concerned. Changes in asset lives can have a significant impact on
depreciation and amortisation charges for the period. Detail of the useful lives is included in accounting
policies.

Stock

At each Balance Sheet date the company's stocks are assessed for impairment. If stock is impaired, the
carrying amount is reduced to its selling price less costs to complete and sell. The assessment of the
selling price of such stock involves some estimation uncertainty.

Debtors :
Short term debtors are measured at transaction price, less any impairment. Impairment of such debtors
involves some estimation uncertainty.

Other creditors (retrospective discount)

Retrospective discount payable is based on the calculation of certain aspects of customer discount applied
in relation to revenue. The calculation involves some estimation uncertainty. The directors review and -
agree the level of discount to be applied annually.

3 Turnover and other revenue

2018 2017
£ £
Turnover analysed by class of business
Sale of goods 53,963,530 50,004,166
2018 2017
£ £
Other significant revenue
Interest income 8,941 7,284
Service sales 513,800 485,339
2018 2017
£ £
Turnover analysed by geographical market )
UK 52,709,766 48,693,129
Ireland 1,253,764 1,311,037

53,963,530 50,004,166
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 AUGUST 2018

4  Operating profit
Operating profit for the year is stated after charging/(crediting):

Exchange gains

Fees payable to the company's auditor for the audit of the company's
financial statements

Depreciation of owned tangible fixed assets

Profit on disposal of tangible fixed assets

Cost of stocks recognised as an expense

2018
£

(2,573)

9,750
143,256
(10,807)

50,940,421

2017
£

(10,360) -

9,750
156,920
(18,647)

47,501,109

Exchange differences recognised in profit or loss during the year, except for those arising on financial

instruments measured at fair value through profit or loss, amounted to £2,573 (2017 - £10,360).

5 Employees

The average monthly number of persons (including directors) employed by the company during the year

was:

Administrative
Distribution

Their aggregate remuneration comprised:

Wages and salaries
Social security costs
Pension costs

6 Directors' remuneration

Remuneration for qualifying services
Company pension contributions to defined contribution schemes

2018 2017
Number Number
24 23

26 24

50 47

2018 2017

£ £
1,580,218 1,452,711
149,210 131,535
89,162 71,631
1,818,590 1,655,877
2018 2017

£ £
274,600 293,669
10,854 15,117
308,786

285,454

The number of directors for whom retirement benefits are accruing under defined contribution schemes

amounted to 1 (2017 - 1).

-18 -



—=— VETERINARY-SURGEONS SUPPLY-COMPANY LIMITED — = - —== - - ===

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 AUGUST 2018

6 Directors’ remuneration (Continued)

Remuneration disclosed above include the following amounts paid to the highest paid director:

2018 2017
£ £
Remuneration for qualifying services 4 169,600 193,669
Company pension contributions to defined contribution schemes 10,854 15,117
7 interest receivable and similar income
2018 2017
£ £
Interest income
Interest on bank deposits 8,934 7,284
Other interest income : 7 -
Total income 8,941 7,284
Investment income includes the following:
Interest on financial assets not measured at fair value through profit or loss 8,934 7,284
8 Interest payable and similar expenses
2018 2017
£ £
Interest on financial liabilities measured at amortised cost:
Interest on bank overdrafts and loans 10 2
Other finance costs:
Other interest - 88
10 90
9 Taxation
2018 2017
£ £
Current tax
UK corporation tax on profits for the current period 173,098 164,314

-19-



-—— VETERINARY SURGEONS SUPPLY COMPANY LIMITED -~ ~ — — - B

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 AUGUST 2018

9 Taxation (Continued)

Deferred tax

Origination and reversal of timing differences 1,957 (7,844)
Changes in tax rates - (1,674)
Total deferred tax 1,957 (9,518)
Total tax charge 175,055 154,796

The actual charge for the year can be reconciled to the expected charge for the year based on the profit or
loss and the standard rate of tax as follows:

2018 2017
£ £
Profit before taxation 960,972 769,696
Expected tax charge based on the standard rate of corporation tax in the UK
of 19.00% (2017: 19.00%) 182,585 146,242
Tax effect of expenses that are not deductible in determining taxable profit 1,518 1,207
Effect of change in corporation tax rate - (4,644)
Depreciation on assets not qualifying for tax allowances (9,048) 11,991
Taxation charge for the year 175,055 154,796
10 Dividends
2018 2017
£ £
Interim paid 224,950 204,500

Ordinary dividends of £240,288 (2017 - £224,950) were proposed after the year end but not recognised as
a liability.
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11

12

13

14

Tangible fixed assets

Cost

At 1 September 2017
Additions

Disposals -

At 31 August 2018

Depreciation and impairment
At 1 September 2017
Depreciation charged in the year
Eliminated in respect of disposals
At 31 August 2018

Carrying amount
At 31 August 2018
At 31 August 2017

Financial instruments

Carrying amount of financial assets

Debt instruments measured at amortised cost

Carrying amount of financial liabilities

Measured at amortised cost

Stocks

Finished goods and goods for resale

Debtors

Amounts falling due within one year:

Trade debtors
Other debtors
Prepayments and accrued income

Freehold land Fixtures and Computers Motor Total
and buildings fittings vehicles

£ £ £ £ £

1,215,702 561,664 416,499 265,332 2,459,197

326,898 13,010 8,773 119,700 468,381

. - : - (22,215)  (114,330) (136,545)

1,542,600 574,674 403,057 270,702 2,791,033

927,131 458,501 389,254 157,385 1,932,271

26,850 18,272 22,759 75,375 143,256

- - (22,215)  (84,333) (106,548)

953,981 476,773 389,798 148,427 1,968,979

588,619 97,901 13,259 122,275 822,054

288,572 103,164 27,244 107,946 526,926

2018 2017

£ £

1,905,218 1,679,636

7,739,965 8,883,499

2018 2017

£ £

6,892,737 6,844 646

2018 2017

£ £

1,902,000 1,635,780

21,673 58,601

603,260 614,854

2,526,933 2,309,235
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15 Creditors: amounts falling due within one year

2018 2017
Notes £ £
Bank loans and overdrafts 16 446,091 53,823
Trade creditors 5,709,482 7,239,083
Corporation tax 173,132 164,354
Other taxation and social security 355,530 653,752
Other creditors 1,211,395 1,259,480
Accruals and deferred income 372,997 331,113
8,268,627 9,701,605
16 Loans and overdrafts

2018 2017
£ £
Bank overdrafts 446,091 . 53,823

17 Provisions for liabilities
2018 2017
Notes £ £
Deferred tax liabilities ' 18 25,925 23,968

18 Deferred taxation

The following are the major deferred tax liabilities and assets recognised by the company and movements

thereon:
Liabilities
2018
Balances: . £

Accelerated capital allowances 25,925

Movements in the year:

Liability at 1 September 2017
Charge to profit or loss

Liability at 31 August 2018

Liabilities
2017
£

23,968

2018

23,968
1,957

25,925
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19

20

21

22

Retirement benefit schemes

2018 2017
Defined contribution schemes . £ £
Charge to profit or loss in respect of defined contribution schemes 89,162 71,631

The company operates a defined contribution pension scheme for all qualifying employees. The assets of
the scheme are held separately from those of the company in an independently administered fund.

Share capital :
2018 2017

£ £
Ordinary share capital
Issued and fully paid
102,250 Ordinary shares of £1 each 102,250 102,250
102,250 102,250
Capital commitments
Amounts contracted for but not provided in the financial statements:
2018 2017
£ £
Acquisition of tangible fixed assets 57,306 298,000
Related party transactions
Remuneration of key management personnel
The remuneration of key management personnel is as follows.
2018 2017
£ £
Aggregate compensation 411,868 308,786

Key management includes the Board of Directors and the General Manager of the company.
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23

24

Directors' transactions

Dividends totalling £19,5625 (2017 - £14,050) were paid in the year in respect of shares held by the

company's directors.

During the year Veterinary Surgeons Supply Company Limited traded with a number of veterinary practices
of which many of the directors are partners. These transactions are carried out at arms length during the
normal course of business. During the year, total sales of £3,269,320 (2017 - £3,723,729) were made to
these practices and at the balance sheet date, an amount of £72,635 (2017 - £51,231) was included in
trade debtors and due to the company from these practices, with retrospective discounts included in other.

creditors of £160,380 (2017 - £109,792) due to the practices.

Cash generated from operations

Profit for the year after tax

Adjustments for:

Taxation charged

Finance costs

Investment income

Gain on disposal of tangible fixed assets
Depreciation and impairment of tangible fixed assets

Movements in working capital:
(Increase) in stocks
(Increase)/decrease in debtors
(Decrease)/increase in creditors

Cash (absorbed by)/generated from operations

- 2018 2017

£ £

785,917 614,900
175,055 154,796
10 90

(8,941) (7,284)
(10,807) (18,647)
143,256 156,920
(48,091)  (1,719,078)
(217,698) 726,879
(1,834,024) 3,392,684
(1,015,323) 3,301,260
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VETERINARY-SURGEONS SUPPLY COMPANY-LIMITED - - -

DETAILED TRADING AND PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED 31 AUGUST 2018

Turnover
Sales of goods

Cost of sales
Opening stock of finished goods

Finished goods purchases
Closing stock of finished goods

Gross profit

Other operating income
Service sales

Distribution costs

Administrative expenses

Operating profit

Investment revenues
Bank interest received
Other interest received on corporation tax

Interest payable and similar expenses
Bank interest on loans and overdrafts
Interest on overdue taxation - not financial liabilities

Profit before taxation

2018
£ £
53,963,530
6,844,646
50,988,512
(6,892,737)
(50,940,421)

5.60% 3,023,109

513,800
1,136,022
1,448,846
- (2,584,868)
952,041
8,934
7
8,941
10
(10)

1.78% 960,972

2017
£ £

50,004,166

5,125,568
49,220,187

(6,844,646)

(47,501,109)

5.01% 2,503,057

485,339
976,110
1,249,784
(2,225,894)
762,502
7,284
7,284
2
88
(90)

1.54% 769,696
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SCHEDULE OF ADMINISTRATIVE EXPENSES
FOR THE YEAR ENDED 31 AUGUST 2018

Distribution costs

Wages and salaries

Social security costs

Temporary staff

Staff training and recruitment

Staff pension costs defined contribution
Rates

Waste disposal

Power, light and heat

Repairs and maintenance

Insurance

Motor running expenses

Postage, courier and delivery charges
Sundry expenses

Depreciation

Administrative expenses
Wages and salaries

Social security costs

Staff training and recruitment
Staff pension costs defined contribution
Directors’ fees

Rates

Power, light and heat
Repairs and maintenance
Insurance

Computer running costs
Motor running expenses
Legal and professional fees
Non audit remuneration paid to auditors
Audit fees

Bank charges

Credit card charges

Bad and doubtful debts
Printing and stationery
Advertising

Sponsorship
Telecommunications

Sundry expenses
Depreciation

Profit or loss on sale of tangible assets (non exceptional)

Profit or loss on foreign exchange

2018
£

667,940
57,672
11,426

2,393
36,370
41,884
11,745
17,678
80,383
52,260
50,989
15,572

4,613
85,097

1,136,022

774,852
91,538
4,905
52,792
126,000
20,942
5,280
19,343
13,382
126,825
15,744
17,436
3,450
9,750
3,923
25,034
(7,000)
16,706
3,736
37,190
9,119
33,120
58,159
(10,807)
(2,573)

1,448,846

2017
£

619,037
54,107
11,203

450
28,887
28,338

8,718
13,555
16,017
44,513
44,503
10,861

8,150
87,771

976,110

702,471
77,428
19,615
42744

120,000
14,169

4,049
4,781
10,385
81,091
8,715
19,900
3,200
9,750
2,975
20,022
(21,286)
16,235
3,450
33,167
8,397
28,384
69,149
(18,647)
(10,360)

1,249,784




