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E Moss Limited

Directors' report

The directors present their annual report and the audited financial statements for the 15 months ended 31
March 2007 The company has changed its acceunting reference date to 31 March

Principal Activities

The company 1s a wholly owned subsidiary of and operates as the Community Pharmacy division of
Aibance Boots ple

The principal activity of the company continues to be the retaihing of pharmaceutical and atlied products

The company operated 944 branches nationwide at the period end (2005 - 957)

Business Review

As shown 1n the company’s profit and loss account on page 10 and as explained below the company’s
sales for the 15 months are 31 7% higher than the 12 months ended 31 December 2005 and the profit
after tax has simlarly improved from £36,100,000 to £62,709,000

The balance sheet on page 12 of the financial statements shows that the company’s financial position at
the penod end 15, 1n net asset terms, consistent with the prior period

Revenue increased by 31 7% to £1,188 mulhon for the 15 months Trading profit increased 52 7% for
the 15 months over the preceding period due to both revenue and trading margin growth and the profit
on sale of 54 pharmacies as a result of the divestment programme to comply with the undertakings
given to the Office of Fair Trading at the time they approved the merger between Alliance UmChem
and Boots pic Total dispensing volumes increased by 31 7% to 89 8 million items for the 15 months

In England and Wales the adjustments to the reimbursement rate m relation to gereric prescription
medicines, which came 1nto effect from the beginning of October 2006, slowed market growth in value
terms 1n the s1x months to 31 March 2007 as anticipated This regulatory action was expected and we
have taken steps to mitigate the impact of these changes

We continue to develop the role of retail pharmacists 1n the provision of healthcare services Total
service income, which came primanly from Medicine Use Reviews and other locally commiussioned
services, while still relatively modest, increased over 100 % 1n the 15 months

Over 70% of our pharmacies now incorporate private consultation facilities  This, together with our
pharmacist accreditation programmes, has enabled us to increase the number of Medicine Use Reviews
carried out by our pharmacists by almost ten tumes in the 15 months compared to the 9 months from 1
April 2005 when the service started under the new contract Over 86,000 reviews were carried out 1n
the 15 months and over 77,000 during the year to 31 March 2007, which we believe 15 well above our
overall healthcare market share At the beginning of October 2006 the Department of Health raised the
fee rate for Medicine Use Reviews from £23 to £25 per review and for pharmacies that were already
carrymng out such reviews further increased the upper limit from 250 to 400 reviews per annum The
new pharmacy contract was introduced in Scotland in April 2006 and since the Minor Ailment Service
became fully operational m July 2006 we have signed up over 126,000 patients

In Scotland the smoking ban in public indoor spaces was introduced at the end of March 2006 Since
then we have seen significant increases in the provision of smoking cessation services and sales of
related products 1n our Scottish pharmacies  Similar bans in Wales and Northern Ireland have just been
implemented in Aprit 2007 with the ban in England to take effect from the beginning of July By the
pertod end, around 365 of our pharmacies were providing state funded stop smoking services in
support of the public health agenda
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The National Health Service continues to plan for electronic prescriptions to be fully operational across
all pharmacies in England by the end of 2007, the introduction being planned mn phases The imtial
service, which has now been fully deployed mnto all our pharmacies m England, enables pharmacies to
scan barcodes on paper subscriptions printed by doctors  This service, coupled with smart cards 1ssued
by Primary Care Trusts to individual pharmacists who are registered users of the new system, enables
pharmacies to claim an allowance of £200 per month for running the system Once the vast majority of
doctors and pharmacies have the new system operational, printed bar-coded prescriptions will be
superseded by electronically transferred prescriptions from the doctor to the patient’s nominated
pharmacy A simular electronic prescription service 1s scheduled to begin roll out in Scotland in
September 2007

During the 15 months three central dispensaries were opened which dispense high volumes of acute
and repeat prescriptions in a highly efficient way to local pharmacies This breught the total number of
central dispensaries to 13 at the period end The changes being introduced by the Department of
Health, ncluding the introduction of electronic prescriptions, mean that we see an increasing role for
such central dispensaries over the coming years, thereby freeing up community-based pharmacists to
spend an increasing proportion of their ttme providing services and advice to their patients, m addition
to dispensing acute prescriptions

During the last four months of the period we successfully triatled a new *“your local Boots pharmacy”
branded format for our community pharmacies This combines a strong Boots branded retail offer,
including own label products and the Boots Advantage Card loyalty scheme, with a tailored community
focused prescription and service proposition  Following the success of this tnal, m which we are
seeing substantial increases in both retail sales and dispensing volumes, n late March 2007 we
announced that we are to roll out this new format, investing around £65 muillion of capital to re-brand
and refit the majority of the Community Pharmacy network over two years, starting in the summer

The number of pharmacies 1n the Community Pharmacy business reduced by a net 15 1n the 15 months
as a result of the divestment programme to comply with the undertakings given to the Office of Farr
Trading at the time they approved our merger While fulfilling these undertakings our Community
Pharmacy busmess has not acquired pharmacies at 1ts historical rate  Since the beginning of 2007 we
have stepped up the rate of acquisitions, acquiring 16 pharmacies in the quarter to 31 March bringing
the total acquired during the 15 months to 37 At 31 March 2007 the Community Pharmacy business
operated 994 retail outlets, of which 939 were pharmacies

[t 15 intended to continue expanding the number of pharmacies operated by the company through
acquiring new branches either individually or m groups As set out i note 20, the company already has
sufficient funding 1n place to meet its foreseeable needs

Details of significant events since the balance sheet date are contamned in note 27 to the financial
statements on page 27

Principal nsks and uncertainties

Compentive pressure in the UK 1s a continuing nisk for the company, which could result in it losing
sales to 1ts key competitors The company manages the nisk by providing value added services to its
customers, having fast response times and mamntaining strong relationships with customers

There 15 a risk, applicable to all other pharmacy businesses in the industry that the Department of
Health could take further action to reduce drug tanff prices still further

The company 1s financed by loans from its parent company as shown n note 20 on page 25 to the
financial statements, these loans are aligaed to LIBOR and therefore the company has hirmited interest
rate exposure The company’s only third party debt 15 n respect of finance leases and is as disclosed in
note 18 to the financial statements on page 24

Group risks are discussed in the Group’s Annual Report which does not form part of this report
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Dividend

The directors have declared and paid an interim dividend of 21 17p per ordinary share, £51,639,000
(2005 — mterim dividend 12 95 per ordinary share £31,600,000) They do not recommend a final
dividend (2005 £mil)

Environment

The company recognises the importance of 1ts environmental responsibilities, monitors its impact on
the environment and designs and implements policies te reduce any damage that might be caused by
the company’s activities Initiatives designed to minimise the company’s impact on the environment
nclude improving our energy use efficiency, switching from conventional to hydro power and
minimising the production of waste (both hazardous and non-hazardous)

Employees

Details of the number of employees and related costs can be found in note 3 to the financial statements
on page 16

Information 1s provided to employees and their views ascertained through the operation of a tramming
and management scheme and the publication of regular information sheets

During the period, the policy of the company has been to employ suitably qualified disabled persons
and, as far as possible, to offer those individuals the same training, career development and promotion
opportunities within the company as are offered to those who are not disabled

Directors and their interests
The directors who held office throughout the period, except as noted, are as follows

B M Andrews

S W J Duncan

S Hulme

P D Kennerley

S F Liebling

A ] M Prosser

S M Rockhill (resigned 1 August 2006)

T J Scicluna

C D Aylward

C Rose (appointed 1 December 2006, resigned 31 May 2007)
M F Muller (Company Secretary, appoimnted 1 February 2006)

None of the directors histed above held any shares in the company

S W J Duncan s also a director of Alliance Boots plc, the ultimate parent company, and his interests in
the shares of that company are shown in the Alllance Boots plc financial statements
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Directors and their interests (continued)

The interests of the other directors in the shares of Alhance UniChem Ple and Alhiance Boots plc at
31 March 2007 and 1 January 2006 are as follows

Beneficial holdings
31 March 31 December
2007 2005

Alhance Boots  Alliance UniChem
ple 37 & 7/39p  Ple 10p Ordmmary

Ordinary Shares Shares
No. No.
B M Andrews 10,131 10,209
P D Kennerley 5,506 1,331
C D Aylward 3,795 2,267
S F Liebling 3,734 -
S Hulme 2,783 -
S M Rockhill 6,509 4,817
Alhance UniChem Plc share options
1 January Granted Exercised in 31 March
2006 m the 15 Lapsed in 2007
No. the 15 months the 15 No.
months period months
period No. period
No. No
B M Andrews - - - - -
S Hulme 52,603 - 52,603 - -
P D Kennerley 63,304 - 63,304 - -
S F Liebling 53,804 - 53,804 - -
A ] M Prosser 53,804 - 53,804 - -
$ M Rockhill 84,631 - 84,631 - -
T J Scicluna 47,642 - 47.642 - -
C D Aylward 85,344 - 85,344 - -
Alhance Boots ple share options
1 January Share Share Exercised 31 March
2006 options options n 2007
No granted in  awarded in the 15 No.
the 15 the 15 months
months months period
period No. period No. No.
B M Andrews - - - - -
S Hulme - 4,368 11,350 - 15,718
P D Kennerley - 1,482 15,437 - 16,919
S F Liebling - 1,482 12,259 - 13,741
A J M Prosser - 1,482 11,804 - 13,286
S M Rockhill - 4,836 13,167 - 18,003
T I Scicluna - 2,853 15,437 - 18,290
C D Rose - - - - -
M F Muller - 1,482 12,713 - 14,195
C D Aylward - 8,121 10,215 - 18,336

No directors had any interests 1n any other group companies
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Payment of suppliers

It 1s the policy of the company to abide by the payment terms negotiated with each of its suppliers
whenever 1t 1s satisfied that the invoiced goods or services have been suppled in accordance with agreed
terms and conditions The trade creditors of the company at 31 March 2007 were equivalent to 72 days (80
days 1n 2005) purchases, based on average daily amount invoiced by supphers during the period

Auditors

Each of the persons who 1s a director at the date of approval of this report confirms that

1) so far as the director 1s aware there is no relevant information of which the company’s auditors are
unaware,

2) the director has taken all the steps that he/she ought to have taken as a director in order to make
himself/herself aware of any relevant audit information and to establish that the company's auditors are
aware of that information

This confirmation 1s given and should be interpreted i accordance with the provisions of s234ZA of the
Companies Act 1985

Deloitte & Touche LLP have expressed their willingness to continue in office as auditors and a resolution
to appoemt them will be proposed at the forthcoming Annual General Meeting

Approved by the Board of Directors
and signed on behalf of the Board

M F Muller
Director

9 june 2007
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Statement of directors’ responsibilities

The directors are responsible for preparing the Annual Report and the financial statements in
accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year
Under that law the directors have elected to prepare the financial statements 1n accordance with
United Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting
Standards and applicable law) The financial statements are required by law to give a true and
farr view of the state of affairs of the company as at the end of the financial year and of the
profit or loss of the company for that period In preparing those financial statements, the
directors are required to

s select suitable accounting policies and then apply them consistently,
¢ make judgements and estimates that are reasonable and prudent,
» state whether applicable UK Accounting Standards have been followed, and

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

The directors are responsible for keeping proper accounting records that disclose with
reasonable accuracy at any time the financial position of the company and enable them to ensure
that the financial statements comply with the Compames Act 1985 They are also responsible
for safeguarding the assets of the company and hence for taking reasonable steps for the
prevention and detection of fraud and other wrregularities
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Independent auditors' report to the members of E Moss Limited

We have audited the financial statements of E Moss Limited for the 15 months ended 31 March 2007
which comprise the profit and loss account, the statement of total recognised gains and losses, the note
of historical cost profits and losses, the balance sheet and the related notes 1 to 27 These financial
statements have been prepared under the accounting policies set out theremn

This report 1s made solely to the company’s members, as a body, 1n accordance with section 235 of the
Companies Act 1985 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 n an auditor’s report and for no other purpose
To the fullest extent permtted 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 responsibihities of directors and auditors

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

Our responsibility 1s to audit the financial statements 1n accordance with relevant United Kingdom legal
and regulatory requirements and International Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the financial statements give a true and fair view in
accordance with the relevant framework and are properly prepared 1n accordance with the Compan:es
Act 1985 We also report to you whether in our opinion the mnformation given in the Directors® Report
1s consistent with the financial statements

In addition we report to you, 1f in our opinion, the company has not kept proper accounting records, 1f
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 1s not disclosed

We read the other information contained in the directors’ report for the above period and consider
whether 1t 15 consistent with the audited financial statements We consider the implications for our
report if we become aware of any apparent misstatements or material inconsistencies with the financial
statements Qur responsibilities do not extend to any other mformation

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland)
1ssued by the Auditing Practices Board An audit includes examination, on a test basis, of evidence
relevant to the amounts and disclosures in the financtal statements It also includes an assessment of the
significant estimates and judgements made by the directors in the preparation of the financial
statements and of whether the accounting policies are appropniate to the circumstances of the company,
and are consistently apphed and adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary m order to provide us with sufficient evidence to give reasonable assurance that
the financtal statements are free from material misstatement, whether caused by fraud or other
uregularity or error In forming our opinion, we also evaluated the overali adequacy of the presentation
of information 1n the financial statements
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Independent auditors' report to the members of E Moss Limited
(continued)

Opmion

In our opinion

the financial statements give a true and fair view 1n aceordance with United Kingdom
Generally Accepted Accounting Practice of the state of the company’s affairs as at 31 March
2007 and of its profit for the 15 months then ended,

the financial statements have been properly prepared 1n accordance with the Companies Act
1985, and
the information given in the Directors’ Report 1s consistent with the financial statements

Nolo by » Bk Lot

Deloitte & Touche LLP
Chartered Accountants and Registered Auditors
London

LO] June 2007
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Profit and loss account

For the 15 months ended 31 March 2007

Turnover

Existing operations
Acquisitions

Continuing operations
Discontinued operations

Total turnover
Cost of sales

Gross profit
Administrative expenses
Other operating income

Operating profit

Existing operations
Acquisitions

Continuing operations
Discontinued operations

Total Operating profit

Loss on disposal of fixed assets in continuing

operations

Profit on disposal of pharmacy licences

Profit on ordinary activities before interest

Interest receivable and symlar income
Interest payable and simular charges

Profit on ordinary activities before taxation

Tax on profit on ordinary activities

Retained profit for the financial year

Notes

22

2007 2005

15 months £000
£'000 Restated
1,166,864 902,296
21,025 -
1,187,889 902,296
1,106,729 834,757
81,160 67,539
1,187,889 902,296
(867,931) (671,140)
319,958 231,156
(217,711 {153,553)
1,362 470
101,196 78,073
2,413 -
103,609 78,073
91,551 68,164
12,058 9,909
103,609 78,073
(112) 2n
16,165 322
119,662 78,374
35 9
(30,345) (27,202)
89,352 51,181
(26,643) (15,081)
62,709 36,100

10
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Statement of total recognised gains and losses
For the 15 months ended 31 March 2007

Total recognised gains and losses relating to the period

Prior year adjustment on adoption of FRS 20

Total garns and losses recognised since the last annual report and
financial statements

Note of historical cost profit and losses
For the 15 months ended 31 March 2007

Reported profit on ordinary activities before taxation

Dhfference between an historical cost depreciation charge and the actual
depreciation charge for the period

Historical cost profit on ordinary activities before taxation

Historical cost profit on ordinary activities for the period retamed
after taxation and dividends

Note

23

2005

2007 £'000

15 months Restated
£000 (Note 22)
62,709 36,100
489 -
63,198 36,100
2007 2005

15 months £000
£000 Restated
89,352 51,181

21 17

89,373 51,198
11,091 4,517

11




E Moss Limited

Balance sheet
31 March 2007

Note 31 March 31 December
2007 2005
£'000 £000
Restated
Fixed assets
Intangible assets 10 496,113 507,418
Tangsble assets 1 83,517 80,948
Investments 12 141,652 119,302
721,282 707,668
Current assets
Stocks 13 70,464 77,095
Debts subject to financing arrangements
Securitised receivables - 41,357
Non-recourse receipts - {35,000)
Net securitised receivables 14 - 6,357
Debtors 14 177,542 66,534
Cash at bank and n hand 6,281 -
Deferred tax 16 3,161 -
257,448 149,986
Creditors: amounts falling due within one
year 15 (262,920) (223,413)
Net current habilities (5,472) (73,427)
Total assets less current habilities 715,810 634,241
Creditors: amounts falling due after more
than one year
Amounts owed to group undertakings 20 (378,651) (306,600)
Obligations under finance leases 18 (9,784) (10,097)
Provisions for habilities 16 - (2,921)
Net assets 327,375 314,623
Capital and reserves
Called up share capital 17 243,938 243,938
Share premum account 21 15,000 15,000
Revaluation reserve 21 15,678 14,957
Profit and loss account 21 52,759 40,728
Equity shareholders’ funds 327,375 314,623

These financial statements were approved by the Board of Directors on

Signed on behalf of the Board of Directors

S W J Duncan P D Kennerley
Director Director

A 3(.—.-\:. oL

MeENL

M F Muller
Director

12
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Notes to the accounts
Period ended 31 March 2007

1 Accounting policies
Basis of preparation

The financial statements have been prepared under the historical cost convention, as modified by the revatuation
of fixed assets, in accordance with United Kingdom Generally Accepted Accounting Practice and applicable
United Kingdom Law The principal accounting policies adopted within that convention are set out below
These have been apphed consistently throughout the period and the prior year except for the adoption of FRS 20
‘Share-Based Payments’, details of which are set out 1n note 9

Exemption from requirement to prepare group financial statements

The company 1s entitled to the exemption conferred by Section 228 of the Companzes Act 1985 from the
requirement to prepare group financial statements These financial statements represent the trade and position
of E Moss Limited as an individual entity

Cash flow statement

The group has taken advantage of the exemption allowed under Financial Reporting Standards No 1 (Revised),
“Cash Fiow Statements” from the requirement to present a cash flow statement because 1t 1s a wholly owned
subsidiary undertaking of Alliance Boots plc whose consolidated financial statements are publicly available

Turnover

Turnover 1s the amount derived from the sale of goods and services in the normal course of business outside the
company, net of trade discounts, value added tax and other sales related taxes

Retail pharmacy lhicences

Retail pharmacy licences, being the exclusive right to be reimbursed for the dispensing of prescription
medicines from a specified location, are capitalised, where there 1s an asset that can be separated from the other
idenufiable assets that together form a retail pharmacy business As they do not have a finite economic hife they
are not amortised and are subjected to an annual impairment test The directors’ valuation of retail pharmacy
licences less any impairment in value 15 ncluded 1n intangible fixed assets

Tangible fixed assets and depreciation

Tangible fixed assets are stated at cost less accumulated depreciation Depreciation 1s calculated to write down
the cost of these assets to their estimated residual values on a straight line basis over the period of their
estimated useful economic lives

Freehold property - 50 years

Long and short leasehold properties - the shorter of the period of the lease and 50 years
Fixtures, fittings and equipment - between 3 and 10 years

Motor vehicles - between 4 and 5 years

Freehold land 1s not depreciated
Leased assets

Assets held under finance leases are capitalised and depreciated over the estimated useful life of the asset
Finance charges are allocated over the primary period of the lease in proportion to the capital element of the
lease outstanding Costs of operating leases are charged to the profit and loss account on a straight line basis

Investments

Investments are stated at cost less provision for impairment

Stocks

Stocks consist of goods held for resale and are stated at the lower of cost and net realisable value
Pensions

The company participates in a defined benefit scheme operated by the Alliance Boots plc Group However,

E Moss Limited 1s unable to idenufy its share of the underlying assets and liabilites The company itself
accounts for the scheme 1n its financial statements as 1f 1t were a defined contribution scheme 1n accordance with
FRS 17

13
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Notes to the accounts
Period ended 31 March 2007

For the defined contribution scheme the amount charged to the profit and loss account in respect of pension
costs 1s the contributions payable in the period Differences between contributions payable mn the period and
contributions actually paid are shown as either accruals or prepayments in the balance sheet

Share-based payments

The Company has applied the requirements of Financial Reporting Standard 20 Share-based payment (“FRS
20") In accordance with the transitional provisions, FRS 20 has been applied to all grants of equity instruments
after 7 November 2002 that were unvested as of 1 January 2006

The fair value of the employee services received m exchange for the grant of options over the shares of the
parent company is recognised as an expense The total amount expensed over the vesting period 1s determined
by reference to the fair value of the options granted, excluding the impact of any non-market vesting conditions
Nen-market vesting conditions are imncluded 1n assumptions about the number of options that are expected to
become exercisable At each balance sheet date, the estimate of the number of options that are expected to
become exercisable 1s revised, and the impact of the revision of the original estimates 1s recognised in the
mcome statement and a corresponding adjustment 15 made to equity

Taxation

Current tax, ncluding UK corporation tax and foreign tax, is provided at amounts expected to be paid (or
recovered) using the tax rates and laws that have been enacted or substantively enacted by the balance sheet
date

Deferred tax 1s provided m full on iming differences which result in an obligation at the balance sheet date to
pay more tax, or a right to pay less tax, at a future date, at rates expected to apply when they crystallise based on
current tax rates and law, at the balance sheet date Deferred tax 1s not provided on timing differences arising
from erther the revaluation of fixed assets or rolled over gains where there 15 no commitment to sell the asset
Deferred tax 1s only provided on unremitted eamings of subsidiartes and associates where there 1s a commitment
to remit the earmings Deferred tax assets are recognised to the extent that they are regarded as more likely than
not to be recovered Deferred tax assets and liabilities are not discounted

Securifised receivables

Where the company has sold trade receivables and received an imitial cash payment on a non-recourse basis in
return, the gross amount of the trade receivables sold 1s disclosed on the face of the balance sheet as secuntised
recervables and the amounts received as non-recourse receipts The company retamns an interest in the
recervables represented by the net of these two amounts

Fixed charges 1n respect of securitised receivables are paid by Alhance Boots plc

2. Analysis of turnover and profit, acquisitions and continuing operations
Discontinued Continuing Total Total
Operations Acquisitions operations 15 months 2005
2007 2007 2007 2007 £000
£000 £°000 £000 £000 Restated
Turnover 81,160 21,025 1,085,704 1,187,889 902,296
Cost of sales (54,326) (13,920)  (799,685) (867,931) (671,140)
Gross profit 26,834 7,105 286,019 319,958 231,156
Administrative expenses (14,776) (4,692) (198,243) (217,711) (153,553)
Other operating income - - 1,362 1,362 470
Operating profit 12,058 2,413 89,138 103,609 78,073

Turnover and profit before taxation are derived almost entirely from the provision of pharmaceutical and related
goods and services 1n the United Kingdom
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Notes to the accounts
Period ended 31 March 2007

3.

Information regarding directors and employees

2007
15 months 2005
£'000 £000
Directors' emoluments
Aggregate emoluments 3,512 1,835
Company contributions to pension schemes 287 117
3,799 1,952
No. No
Number of directors who
- are members of a defined benefit scheme 7 8
- exercised options n the 15 months period 7 5
£000 £7000
The highest paid director received
Emoluments 1,037 475
Company contributions to pension schemes 145 34
1,182 509

All remuneration was n respect of the management of the company during the period

5 W J Duncan 1s also a director of Alliance Boots ple, the ulimate parent company Details of his emoluments
are shown 1n Alliance Boots plc’s financial statements

15




E Moss Limited

Notes to the accounts
Period ended 31 March 2007

3

Information regarding directors and employees (continued)

Average number of persons employed (including directors)

Sales and distnbution
Admunistration

Staff costs during the period (including directors)

Wages and salaries

Social secunty costs

Pension costs

Share based payments charge

Other operating income

Dividends received from investments

Operating profit

Operating profit 1s after charging:
Depreciation
Owned assets
Assets held under finance leases and hire purchase contracts
Rentals under operating leases
Land and buildings
Pension contribution costs
Alhance Boots integration costs
Audit fees payable pursuant to legislation

Fees to auditors for other services amounted to £nul (2005 - £ml) dunng the period

Interest payable and similar charges

Bank loans and overdrafis
Finance leases and hire purchase contracts

2007 2005
15 months
No. No
8,019 7,787
493 425
8,512 8,212
2007
15 months 2005
£'000 £'000
141,031 103,581
10,614 7,980
4,176 6,302
1,682 929
157,503 118,792
2007
15 months 2005
£000 £'000
1,362 470
2007
15 months 2005
£'000 £'000
12,594 9,448
310 296
16,313 13,185
13,659 5,600
4,329 -
95 74
2007
15 months 2005
£000 £'000
29305 26,372
1,040 830
30,345 27,202

16
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Notes to the accounts
Period ended 31 March 2007

7. Tax on profit on ordinary activities

United Kingdom corporation tax at 30% (2005 —30%)
Adjustments in respect of prior periods

Deferred taxation

Ongination and reversal of timing differences — pension
- other

Adjustment 1n respect of prior periods

Total deferred tax

Tax on profit on ordinary activities

Reconciliation of the current tax charge

Profit on ordinary activities before taxation

Tax charge at standard rate

Permanent differences

Dividends from UK companies, not taxable
Tming differences {reversing) — pension
Tming differences (reversing) — other
Other prior period adjustment

Current tax charge for the penod

8. Equity dividends paid

Interim dividend paid 21 17p per ordinary share (2005 — 12 95p)

2007 2005
15 months £000
£'000 Restated
34,025 16,457
(1,300) 524
32,725 16,981
(2,048) (1,680
(4,122) 1,294
88 (1,514)
(6,082) (1,659)
26,643 15,081
2007
15 months 2005
£'000 £000
89,352 52,110
26,806 15,633
1,478 820
(409) (141)
2,048 1,680
4102 (1,535)
{1,300) 524
32,725 16,981
2007
15 months 2005
£'000 £9000
51,639 31,600
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Notes to the accounts
Period ended 31 March 2007

9 Share based payments

The company participates 1n a number of share based compensation schemes for employees operated by the
Alhance Boots Group Certain employees of the company are eligible for participation in these schemes The
schemes take a variety of forms and details of active schemes are given below On acquisition of Alliance
UniChem Plc by Boots Group PLC all former Alliance UmiChem schemes that the company's employees
participated vested and were exercised on merger apart from the Save As You Earn scheme

The Group operates a Performance Share Plan for performance periods commencing from 1 Apni 2006 Under
the new scheme, executive Directors and certain senior executives can receive ordmary shares 1f a performance
condition based on TSR relative to a UK retail index comprising the FTSE 350 General Retailers index and the
FTSE 350 Food and Drug Retailers index (weighted 50% each) or based on the Group's Earnings Per Share
growth depending on the individual’s award Further details of this scheme are set out in the Board report on
remuneration Fair value for the TSR element 1s estimated at the beginning of each performance period based on
expected performance and thereafter adjusted only for the impact of leavers Fair value 15 determined by an
external valuer using a Monte Carlo pricing model for the TSR element and by reference to the market vaiue of
the share at the date of the grant, with future dividends included

The Group provides UK employees with the opportunity to participate 1n the Group's Save As You Earn
(SAYE) scheme which allows qualifying employees the opportunity to make regular savings over a fixed period
of three, five or seven years These savings accumulate with mterest at a guaranteed rate At the end of the
savings contract a bonus 1s added to the savings and participants have the option to use their savings to buy
shares in Alliance Boots plc at a fixed price In common with other UK companies, the option price 1s set at a
20% discount to the market price of the Company's shares at the date of grant Exercise of an option 1s subject to
continued employment The Allance UniChem SAYE scheme existing at the date of merger has been continued
with the exercise price being adjusted to reflect being part of Alliance Boots The fair value of options on the
date of grant has been estimated by an independent third party using a proprietary valuation model based on the
binomial option pricing model The inputs nto the model for options granted in the period were option price
(£6 37), expected annual volatiity (18-20%) based on historic volatility, expected dividend yield (3 7%),
expected term of options being of either three, five or seven years, a share price of £8 07 and a risk-free rate
{4 7-4 9%) This resulted 1n the calculated fair value of an option to be either £1 97, £2 11 or £2 10 for a three,
five or seven year expected term option respectively

The number and weighted average exercise prices of executive options granted are as follows

15 months ended 12 months ended
31 March 2007 31 December 2005
Weighted
Weighted average
average Number of exercise
exercise price options price Number of
£ No £ options No
Outstanding at 1 January 4 54 1,474,231 4 06 1,826,172
Granted during the peniod - - 608 402,637
Transfers to other group companies - - 4 06 180,486
Forfeited during the period 432 100,568 453 127,872
Exercised during the period 4 55 1,373,663 419 446,220
Outstanding at the end of the period - - 4 54 1474,231

Exercisable at the end of the peniod .

The exercise price range and average contractual ife of executive options outstanding as at 31 March 1s as

follows

31 March 2007 31 December 20035
Exercise price range - £2 8510 £6 08
Weighted average contractual life - 4 8 years
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9. Share based payments {(continued)

The number and weighted average exercise prices of SAYE options granted are as follows

15 months 12 months
ended ended
31 March 31 December
2007 2005
Weighted
Weighted average
average exercise Number
exercise price  Number of price of
£ optwons No £  options No
Outstanding at 1 January 323 2,293,034 294 2,389,985
Granted in the period 637 812,712 443 539,545
Transfers to other Group companies - - 292 16,629
Forfeited in the period 371 399,161 326 230,970
Exercised n the peniod 285 868,123 286 388 897
Outstanding at 31 March 467 1,838,462 323 2,293,034

Exercisable at the end of the period

The weighted average fair value of SAYE options granted during the period was £2 02 per share The exercise
price range and average contractual life of SAYE options outstanding as at 31 March 1s as follows

31 March 2007 31 December 2005
Exercise price range £2 18 to £6 37 £2 1810 £4 43
Weighted average contractual hife 2 9 years 2 6 years

The fair value at measurement date for equity instruments {other than share options) granted during the year was

as follows
31 March 2007 31 December 2005
Weighted average fair value Weighted average
per share  fair value per share
Performance share plan awards £7 47 -

The total expense recognised in the period in respect of share-based compensation was £1,682,000 (2005
£929,000) anising entirely from equity settled share-based compensation transactions

10. Intangible fixed assets

In accordance with FRS 10, intangible fixed assets, which are regarded as having an indefinite useful economic
life, are not amartised but are subject to an annual impairment test

The annual impairment test supports the carrying value of the pharmacy licences and, consequently, there was
no impawument charge in the period

Retail

pharmacy

licences

£000

At | January 2006 507,418
Acquired 30,568
Disposals (41,873)

At 31 March 2007 496,113
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1. Tangible fixed assets
Fixtures,
Long Short fittings,
Freehold leasehold leasehold and Motor
property property property equipment vehicles Total
£'000 £000 £000 £°000 £°000 £°000
Cost or valuation
At 1 January 2006 14,074 9,922 6,939 87,174 4,258 122,367
Additions 682 81 799 17,924 1,807 21,293
Disposals (1,505) (324) (1,152) (5,782) (1,527) (10,290)
At 3t March 2007 13,251 9679 6,586 99,316 4,538 133,370
Accumulated
depreciation

At 1 January 2006 2,643 837 1,484 34,826 1,629 41,419
Charge for peniod 344 180 579 10,811 990 12,904
Disposals (233) (72) (178) (3,019 977) (4,470)
At 31 March 2007 2,754 945 1,885 42,627 1,642 49,853
Net book value
At 31 March 2007 10,497 8,734 4,701 56,689 2,896 83,517
At 31 December 2005 11,431 9,085 5,455 52,348 2,629 80,948

Certan freehold and long leasehold properties were revalued in 1991 at £945,000 The historical cost of these
properties 15 £91,000 and their historical net book value 1s £63,000 Included in fixtures, fittings and equipment
are assets held under finance lease contracts having a net book value of £22,000 (2005 - £37,000)

Included 1n long leasehold property are assets held under finance lease having a net book value of £7,670,834
(2005 £7,800,134) Included in short leasehold property are assets held under finance lease having a net book
value of £1,742,180 (2005 £2,448,961)
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12. Investments

Cost

At 1 January 2006

Investments acquired during the period
Dividends from newly acquired subsidiaries
Post-acquisition cost adjustments

Hive —up of subsidiary investments
Strike-off of subsidiaries

Disposals

At 31 March 2007

Shares in Other
subsidiaries |nvestments Total
£000 £'000 £000
118,125 1,177 119,302
26,823 290 27,113
(26,010) - (26,010)
21,722 4)) 21,721
10,178 - 10,178
(10,607) - (10,607)
- (45) (45)
140,231 1,421 141,652

The company has investments 1 the following subsidiary undertakings acquired during the period

Name of subsidiary undertaking

P T Gibbs (Chemists) Limited
Coulson & Fisher (Shelford) Limited
J T Hope Evans (Cambridge) Limited
Hamson Parkinson & Co Limited
York House Pharmacy Limited
Ernest Oldcorn Limited

Time Pharmacy Limited

P M Nixon Limited

Linthorns Limited

David Hayes Pharmacy Limited

Country of
Registration
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales

The company has the following material investments acquired in 2005

AP (NI} (No 1) Ltd (formerly E A Bairds N'Ards Ltd) Northern Ireland

AP (NI) (No 2) (formerly E A Baird & Co)
AP (NI) (No 3) (formerly Bairds Chemists)

Northern Ireland
Northern Ireland

Activity

Retail Pharmacy
Retail Pharmacy
Retail Pharmacy
Retail Pharmacy
Retail Pharmacy
Retail Pharmacy
Retail Pharmacy
Retail Pharmacy
Retail Pharmacy
Retail Pharmacy

Retail Pharmacy
Retail Pharmacy
Retail Pharmacy

% of ordinary

shares held
100
100
100
100
100
100
100
100
100
100

100
100
100

To avoid a statement of excessive length, details of mvestments which are not significant have been omitted

In the opimion of the directors the aggregate value of the shares 1s not less than the total amount at which they

are stated in the balance sheet

Fair value and acquisition information i relation to the acquisitions where the trade and assets have been
transferred to E Moss Limited in the period 1s set out below No acquisition 1s considered to be matenal in

1solation
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12. Investments (continued)
Book value  Fair value
Composition £000 £000
Intangible fixed assets - 30,568
Tangible fixed assets 539 339
Stock 1,253 1,253
Debtors 2,024 2,024
Cash 2,791 2,791
Creditors (2,335) (2,333)
4,272 34,840
Satisfied by -
Cash 34,840
Total consideration 34,840
13.  Stocks
Stocks consist of goods held for resale Their replacement cost does not differ sigmificantly from the carrying
value
i4.  Debtors
2007 2005
£'000 £'000
Trade debtors 139,474 47,718
Amounts owed by group undertakings -
Other debtors 10,462 9,121
Prepayments and accrued income 11,535 9,695
Assets held for sale 16,071 -
177,542 66,534

Secuntised recervables

During 2001, the company along with UniChem Ltd, entered into a five year agreement to sell UK recervables
up to Alhance No | PLC (“Alliance™) Alliance had issued £100m of securitised notes to independent investors
to finance the purchase of the receivables The company had provided subordinated finance totalling £6 4m,
representing the excess of the face value of the receivables sold over the £35m recerved The secured notes
were serviceable only from the cash flows generated from the secunitised receivables, the subordinated finance
of £6 4m from the company and the £8 2m of finance provided by Un:Chem Ltd

The agreement ended in Apnil 2006

22




E Moss Limited

Notes to the accounts
Period ended 31 March 2007

15.

16.

Creditors amounts falling due within one year

Bank loans and overdrafis

Trade creditors

Obligations under finance leases and hire purchase contracts
(note 18)

Amounts owed to group undertakings

Corporation tax

Other taxes and social security

Other creditors

Accruals and deferred income

Provisions for habilities

Deferred taxation
Balance at 1 January
Restated for share options

Credit for the period
Prior period credit

Balance at 31 March 2007

The amounts provided 1n the financial statements and the amounts not provided are

Capntal allowances 1n advance of depreciation
OFT Divestments

Short term timing differences

Revaluation of property and goodwill
Chargeable gains deferred by roll over relief
Pension accrual

Share Options

2007 2005
£'000 £'000
- 3,943
5,089 8,077
251 243
204,743 182,268
22,694 9.791
4,119 3,114
5,991 5,374
20,033 10,603
262,920 223,413
2005
2007 £'000
£'000 Restated
2,921 5,069
- (248)
2,921 4,821
(6,170) (386)
88 (1,514)
(3,161) 2,921
Provided Not provided
2005
2007 £'000 2007 2005
£'000 Restated £'000 £'000
5,598 4,096 - -
(5,558) - - -
(798) {686) - -
- - 4,703 4,487
- - 8,955 9,217
(2,048) - - -
(355) (489)
(3,161) 2,921 13,658 13,704
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17.  Called up share capital

Authonsed:
400,000,000 ordinary shares of £1 each

Called up, allotted and fully paid:
243,937,797 ordinary shares of £1 each

During the period, the company 1ssued no ordinary shares of £1 each

18 Financial commitments

Obligations under finance leases and hire purchase contracts
Minimum lease payments due

Within one year

Within two to five years

After five years

Operating lease commitments

2007 2005
£'000 £'000
400,000 400,000
243,938 243,938
2007 2005
£'000 £000
251 243

960 960
8,824 9,137
10,035 10,340

At 31 March 2007 the company was commutted to making the following payments during the next year i

respect of non-cancellable operating leases on land and buildings

Leases which expire
Within one year

Within two to five years
After five years

Capital commitments

2007 2005
Land and Land and
Buildings  Buldings

£000 £°000

1,812 449

2,921 933

8,732 10,573

13,465 11,955

Capital expenditure contracted for, to the extent that 1t has not been provided for at the pertod end, amounts to

£1,331,303 (2005 - £5,373,569)
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19.

20.

Pension scheme

The company participates 1n a defined benefit scheme operated by the Alliance Boots plc Group However, E
Moss Limited 1s unable to wdentify its share of the underlying assets and habilities The company 1itself accounts
for the scheme as 1f 1t were a defined contribution scheme 1n accordance with FRS 17 The pension scheme
deficit at 31 March 2007 15 £ 28m (2005 £48 im) Full disclosure of the group pension scheme prepared in
accordance with IFRS 1s shown m the consolidated financial statements of Alhance Boots plc, which are
publicly available

During the period the company made contributions amounting to £16,006,854 (2005 £5,072,547) The
company will make a contmbution of 20 6% of salaries during the next financial year and will also be required to
pay a proportion of the group’s pension funding deficit of £11 7m

In addition the company operates a humber of defined contributions schemes for which the pension cost charge
for the period amounted to £1,828,028 (2005 - £ 1,229,931)

Amounts owed to group undertakings

Amounts due to group undertakings are as follows

2007 2005
£'000 £000
Amounts falling due within one year (Note 15)
Ultimate parent undertaking - 31
Fellow subsidiaries 204,743 181,957

204,743 182,268

Amounts falling due after one year
Fellow subsidiaries 378,651 306,600

583,635 488,868

The balance due afier one year comprises a loan of £250,000,000 and a credit facility of £128,651,000 against a
total facility of £200,000,000 With effect from 30 Apnil 2007 the company renegotiated the loan and credit
facilities These now amount to £300,000,000 and £250,000,000 respectively These are both mterest bearing
debts with the interest rate based on a three and one month LIBOR rate respectively The loan and facility are
repayable on 31 December 2008 and are considered sufficient to meet the foreseeable needs of the company

23




E Moss Limited

Notes to the accounts
Period ended 31 March 2007

21. Movement on reserves

Profit and loss

Revaluatton reserve

Share premium reserve £°000

£°000 £000 Restated
Balance at | January 2006 15,000 14,957 40,728
Retawned profit for the 15 months - - 11,070

Realised revaluation surplus - 721 (721)

Share based payments - - 1,682
Balance at 31 March 2007 15,000 15,678 52,759

The revaluation reserve arose on the revaluatton of freehold and long leasehold properties in November 1991
and the directors’ valuation of retail pharmacy hicences

The share based payment arises in connection with the Employee Share Ownership Plan trust, a discrenonary
trust set up to facilitate the operation of the company’s long term incentive scheme for senior management The
amount represents the consideration paid for the Alliance Boots plc shares purchased by the trust which had not
vested unconditionally in employees at the balance sheet date

22. Reconcihation of movement in equity shareholder’s funds

31 March 31 December

2007 2005

Restated

£'000 £'000

Profit for the penod 62,709 36,100
Movements relating to share based payments 1,682 929

Dividends paid on equity shares (51,639) (31,600)
Net addition to equity shareholder’s funds 12,752 5,429
Opening equity shareholder’s funds as previously reported 314,134 308,946
Prior year adjustment — implementation of FR520 489 248
Opening equity shareholder’s funds as restated 314,623 309,194

Closing equity shareholder’s funds 327,375 314,623
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23.

24

25.

26.

27

Prior year adjustment

The company policy for accounting for Share Based Payments has changed during the period to accord with
Financial Reporting Standard 20 Share Based Payments (‘FRS 20”) The comparative figures in the pnimary
statements and notes have been restated to reflect the requirements of FRS 20

The effects of these changes 1n accounting policy are summarised below

2005
£000
Profit and loss account
Increase 1n administrative expenses 929
Decrease 1n tax on profit on ordinary activities (241)
Decrease 1n profit for the financial year 688
Balance sheet
Increase 1n deferred tax asset and Net Assets 489
Increase in retained earmings as at 31 December 2005 489
Increase in equity shareholders funds as at 31 December 2005 489

Contingent habihities

The company has entered into a Cross Guarantee arrangement with Alliance Boots plc, 1n favour of a thurd party
n respect of finance facihties extended to the group The arrangement ended during the period and as a result
there was no hiability under this arrangement (2005 - £nil)

Ultimate parent company and controlling party

The simmediate parent company 15 Alliance Unichem Group Limited On 31 July 2006 the company’s ultimate
parent company, Alliance UniChem Plc, completed the merger with Boots Group Plc Consequently on 31 July
2006 the company’s ultimate parent company changed from Alliance UniChem Plc to Alhance Boots plc The
ultimate parent company and controlling party at the balance sheet date 1s Allilance Boots plc, a company
icorporated in Great Bnitain, which 1s the parent undertaking of the only group which includes the company
and for which group financial statements are prepared Group financial statements are obtainable from The
Secretary at Alhance Boots plc, Head Office, 4th Floor, 361 Oxford Street, Sedtey Place, London WI1C 2JL

Related party disclosures

The company has taken advantage of the exemption in paragraph 3(c) of Financial Reporting Standard No 8
“Related Party Disclosures™ not to disclose transactions with entities that are part of the group or investees of
the group qualifying as related parties

Subsequent Events

Since the penod end the company has divested a further 19 branches to comply with the undertaking given to
the Office of Fair Trading at the time they approved the merger between Alitance UniChem Ple and Boots
Group Ple
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