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Chairman’s Statement

On behalf of the Board of Directors, I am pleased to place before you the consolidated financial statements of Bestway
(Holdings) Limited (the *Company™) and its subsidiaries (the “Group™} for the year ended 30 June 2017,

Business overview

The Group continues to boast a portfolio consisting of the 2nd largest independent wholesaler and 3rd largest tetail pharmacy
in the UK, in addition to the largest cement manufacturer and 2nd largest private bank in Pakistan.

Group revenue for the year ended 30 June 2017 totalled £3.0 billion compared to £2.8 billion in the previous year. an
increase of 5%. Underlying profit before tax increased by 10% to £440.8 mullion compared to £400.7 millien in the previous
year.

In the UK last summer’s vote to leave the European Union has caused inevitable uncertainty. Nobody yet knows what the
long-terin effect of leaving the EU would be However, our initial review indicates that there will be no significant impact on
the Group.

In order to maximise the opportunities offered by the challenging operating environment, Bestway Wholesale has continued
to focus on improving its operational efficiencies and enhance its value added services to its customers in the Independent
Retail Sector.

During the period under review Well Pharmacy has invested strategically in Advanced Dispensing, Managed Care and
Digital. Through these investments the management seeks 10 cater to the constantly evolving customer tasies and habits.

In Pakistan, Bestway Cement Limited has decided to set up a brownfield plant with clinker production capacity of 6,000
tonnes per day. Additionally, it has decided to invest in a wasle heat recovery power plant which will save 9MWs per annum
at its Farooquia site in Hattar, KP Pravince of Pakistan

Our banking subsidiary; United Bank Limited has maintained its leadership position in the local banking sector. In March
2017 UBL became the first bank in Pakistan to establish a digital branch — a completely automated tacility without the
physical presence of branch staff. In October 2017 UBI, was judged as the “Best Bank for Corporate Finance & Capital
Market Development” at the Pakistan Banking Awards 2017

Social responsibility

In June 2017 Bestway Group organised its 23rd annual charity event at Royal Ascot. The chosen charity this year was the
NSPCC — National Society for Prevention of Cruelty to Children. Bestway Foundation has a long standing relationship with
this national charity going back to 2001.

During the period under review Bestway Foundation donated £240,000 to fifteen local and national charities, including
British Asian Trust, Crimestoppers, GroceryAid and Funding Neuro, among others.

Bestway Foundation alsa provided £174,000 in scholarships to studenis of South Asian origin to various universities such as
University College London; London School of Econortics, Westminster University, Nottingham University and Kings
College London.

In the UK, Bestway Wholesale has continued with its patronage of the Retail Development Awards (RDAs). The RDAs
underline ouwr commitment to the UK independent retail sector. Well Pharmacy nominated Stroke Association as its
nominated charity partner for the year.

Tn Pakistan, Bestway Cement is actively supporting World Wildlite Fund in its mega tree plantation through the Earth Hour
2017 initiative. Under the said initiative Bestway Cement has planted 3,000 saplings in the vicinity of its five plant sites.
United Bank Limited donated £224,000 to the education and healthcare canses in Pakistan.

Outlook

The Board remains confident that Bestway is strategically placed in today’s challenging global environment and that our
strength leads to opportunity. Our time tested proactive approach has served us well and has positioned us for long-term
growth. Thanks to a highly diversified business model, and a clear and well-articulated strategy with a focus on
tundamentals, we look forward to the future with enthusiasm and confidence.

In Pakistan our businesses are uniquely placed to benefit from the Govemment’s increased focus on infrastructure
development projects through the China Pakistan Economic Cotridor. In the UK we are a business of scale and are well
placed to face the challenges that lie ahead and to continue to contribute to the long-term success of the Group.

Sir MA Pervez OBE HPK (Chairman)
22" March 2018
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Strategic report: Group Chief Executive’s review

On behalf of the Board of Diirectots, | am pleased to present the audited financial statements for Bestway (Holdings) Limited
for the year ended 30 June 2017.

Review of business

2017 has been a year of profit growth and rapid debt repayment for Bestway Group. Despite difficult business conditions
and uncertainty in the UK, we have maintained our market share across the Wholesale and Pharmacy businesses

Business conditions in Pakistan have remained stable during the year and we have capitalised on opportuaities to enhance
our market share in the cement and banking sectors through Bestway Cement Limited and Umited Bank Limited

There has been a strong emphasis on cash generation across all business units and during the year, £177.3 million of debt
was repaid. thus reducing the Group’s liabilities as well as the residual risk to rising interest rates.

Group financial performance

During the year ended 30 June 2017, the Group’s revenue increased by 5% to £3.0 billion from £2.8 billion in 2016. All our
businesses were profitable for the year under review and overall Group underlying profit before tax increased by 10% to
£440.8 million as compared to £400.7 million in 2016. This was due to an improvement 1n the underlying performance of the
Wholesale and Cement business as well as the benefit of devaluation in the British Pound following the Brexit
announcement,

Tangible fixed assets after depreciation as at 30 June 2017 stood at £964.9 million, compared to £850.6 millien mn the
previous year.

The Trading Group has improved cash in hand to £109.0 million in 2017 as compared to £90.2 million in 2016

During the year, the Group made repayments of £177.3 miilion as part of its ongoing de-leveraging strategy This included
£132.9 million of repayments of debt in the UK, which had been taken as part of the acquisition of Well Pharmacy, as well as
repayments of £44.4 million of debt by Bestway Cement Limited as part of Pakcern’s acquisition.

The Group refinanced the £290 million outstanding debt in September 2017 and this new facility provides the Group with the
funding security to develop its businesses and execute its growth sirategy.

Bestway Wholesalc

Market conditions in the wholesale sector remain challenging with the continuing pressure of multiple convenience providers
taking a keener interest in the sector. The independent retail sector has been suffering as the supermarket chains have been
growing their presence in the sector However. Bestway Wholesale has retained focus on executing 1ts strategic plans and
was able to increase profitability.

Revenue in the wholesale business amounted to £1.78 billion, a decrease of 3.8% compared to the cotresponding period last
year. Like for like revenue, excluding the revenue from Bestway Northern Limited following its acquisition nte the Group,
decrcased from £1.71 billion to £1.66 billion. The 2,.9% decrease was in line with the performance of the broader wholesale
sector due to tobacco sales being under pressuve.

Bestway Wholesale was able to increase profit before tax from £7.1 million in 2016 to £33.7 million during the year.
However, it should be noted that the 2017 figure includes an exceptional profit on the disposal of certain non-strategic
properties of £13.5 million (2016: £0.0 million). Additionally, the acquisition of Bestway Northern during the financial year
contributed £6.0 million of profit before tax to the group. Therefore, underlying profit before tax increased from £7.1 million
to £14.2 million during the year. This was an encouraging performance aided by margins increasing to historic levels. It is
also encouraging that our conscious decision to invest in margin in 2016 to support the independent retail sector against the
increased competition from the multiples has resulted in increased loyalty amongst our customer base.

Bestway Northern Limited became a wholly owned member of the Group in April 2017 as part of a group reorganisation
projectl. In the 3 months to 30 June 2017, Bestway Northern Limited contributed £6 0 million to the consolidated profit
before tax for the vear and £115.8 million of revenue

Trading stock as at 30 June 2017 amounted to £171.1 million, which includes £34.5 million held by Bestway Northern
Limited as at the year end. Excluding this, trading stock as at 30 Junc 2017 is £136.6 million compared to £131.6 miltion in
the previous year,

During the year. the business has continued to maintain its focus on the three pillars of Symbol & Club. Foodservice and
Digital;

Symbol & Club: The Best-one and Xtra Local retail club membership continues to grow as we ensure preater discipline and
compliance amang our affiliated stores. During the year, we continued the Great Rebate and MyRewards schemes to help
our cuslomers increase their margins and profitability.

Foodservice: Our catering sales grew 7 6% during the year to £154 5 million.
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Strategic report: Group Chief Executive’s review (continued)

Bestway Wholesale (continued)

Digital. Qur online business now has 62,000 registered users compared to 37,000 in the prior year. Weekly sales grew 12.0%
with total app and website sales averaging £26 million a month. The mobile app accounts for nearly 25% of all online
transactions, compared to 15% in the prior year.

Investment Property- UK

The UK investment praperty portfolio was rationalised during the year with low yiclding assets disposed of. The market
value of the investment properties held fell from £120 million in June 2016 to £113 million in June 2017. This is principally
due to the disposal of assets with £17 mullion of value, offset by the consolidation of Bestway Northern’s investment
property with value of £7 million as well as a £3 mullion gain on the increase in the fair value of the remaining assets.

‘Well Pharmacy

The period under review reflects a difficult period of trading for Well Pharmacy. There were significant chalienges presented
by government intervention, both directly in pharmacy via reduction in NHS funding and indirectly via National Living
Wage policy, which resulted in Well Pharmacy’s profitability reducing for the year ended 30 June 2017.

Despite, the continued reduction in Government funding, Well Pharmacy is well-placed to adapt to market conditions and
deliver on its strategic plans. In the mediumn-term, there will need to be focus on driving efficiencies in the business without
compromising on patient service, while concentrating on digital and technology services to grow market share.

Revenue of the pharmacy business for the year ended 30 June 2017 was £779.2 million compated to £802.7 million m the
prior year. The sales contraction was driven by a reduction in funding and drug reimbursement price as the margin
mechanism recovers margin overpayment from prior periods. Well's market share of the prescriptions nationally remained
broadly at 6.0%.

Profit before tax decreased trom £27.5 million in 2016 to £3.6 million in 2017. this was driven by a reduction in funding as
well as a significant Category M clawback provision which related to a prior period. When adjusting for the prior periods’
clawback provision Well’s profit before tax still decreased, but to a lesser extent.

In 2015 Well Pharmacy introduced new initiatives like B2B trading under “Bestway Medhub” and ~WellCarePlus”, a care
home pharmaceutical supply solution. The B2B business has grown steadily during the period under review and delivered on
its forecast profit target through growing volume of accounts and sales per account. WellCarePlus has grown sales steadily
during the year. The conversion of sales to profitable margin remains a challenge. however as scale grows this will tum
positive,

Well Pharmacy is also investing significantly in its technology initiatives through its central dispensing project (“Advanced
Dispensing™) and is also currently developing a digital proposition for customers. We expect these initiatives to be launched
in the coming year and to start generating returns.

Bestway Cement Lintited (*BCL’)

BCL continues to maintain ils position as the largest cement manufacturer and market leader in Pakistan. Significant
irvestments have been made in long-term growth drivers including infrastracture and human capital development. The gap
between supply and demand has enabled the Pakistani cement sector to maximise sales with the benefit of stable pricing and
BCL has benefited from this for the majority of the year.

A number of cement manufacturers are significantly advanced in their capacity expansion prajects, and it is likely that the
additional capacity in the sector will impact both price and capacity utilisation. There was evidence of this in the latter part of
the year as one competitor went live with their new plant. Nonetheless, BCL is well placed for a change in market conditions
given it is the lowest cost producer in the country and it bas a diversified cement brand portfolio.

During the period under review, BCL’s despatches increased by 20.3% to 8.3 million tonnes from 6.9 million tonnes in 2016
This included 0.8 million tonnes of clinker sold separately to another cement manufacturer that suffered from production
issues.
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Strategic report: Group Chief Executive’s review (conftinued)

Bestway Cement Limited (‘BCL’) (continued)

Domestic despatches increased by [0.2% to 6.3 mullion tonnes from 5.9 million tonnes in 2016. Exports grew by 3.{% to 989
thousand tonnes as compared to 941 thousand tonnes in 2016. BCL maintained its position as the largest cement producer
and the market leader in the domestic market and the largest exporter to Afghanistan and India

Revenue for the financial year 2017 increased by 31.4% to £388.3 million compared to £295.7 million for 2016. BCLs
protit before tax recognised in the Group’s accounts during the period under review increased by 29.2% to £125.0 million
compared to £96.7 million for 2016 Ilowever, the numbers benefited from a weakening of the pound which resulted in a
oneg-oft foreign exchange gain on conversion. In PKR terms, BCL's profit hefore tax increased 10.3% during the year under
review.

During the year, BCL repaid £44.4 million of its long (erm debt which stood at £73.5 million as at June 2017.

BCL completed the construction work on the 12MW Waste Ileat Recovery Power Plant {(WHRPP) at its Kallar Kahar plant
on schedule and this is now fully operational.

In response to the expansion drive in the sector, BCL started development on a brownfield cement plant with a capacity of
6.000 tonnes of clinker per day along with a2 WHRPP of 9 MWs capacity at its Faroogia site. This will enable BCL to
maintain its market leader position going forward, once all market announced expansions are completed.

For the year ended 30 June 2017, BCL declared a combined dividend of 12 PKR per share (£0.09 per share) or 120%.
United Bank Limited (‘UBL")

UBL is the second largest private bank in Pakistan and has a branch network of 1,363 branches globally, with presence in
four continents and serving over 4 million customers The bank’s long term strategy is to evolve its leading corporate and
consumer lending segments whilst creating opportunities through new digital platforms and product development.

The market 1n Pakistan for banks has been challenging given the low-interest rate environment and there is likely to be
ongoing pressure on interest rates in Pakistan 1in the medium term. Despite these challenges, UBL has been able to counteract
a low interest rate environment through continued focus on expanding its low-cost deposit base and diversitying of its non-
fund income portfolio to maintain its market share. Going forward, UBL is investing heavily in its technology initiatives and
in developing a digital proposition for customers which will leave UBL well placed to continue to drive volume growth to
counteract market conditions.

UBL increased its net interest income by 9.3% during the year from £395.6 million in 2016 to £432.3 mullion in 2017. UBL’s
profit before tax 1ecognised in the Group’s accounts durmg the period under review increased from £307.8 million in 2016 to
£318.4 million, However, the numbers benefited from a weakening of the pound which resulted in a one-oft foreign
exchange gain on conversion. In PKR terms, UBL’s profil before tax decreased 11.4% during the year due to the reducing
interest rate environhment,

The bank declared a total dividend of 13PKR (£0.10) per share or 130% during the year ended 30 June 2017

UBL’s total assets at 30 June 2017 were £14.6 billion compated to £12.1 billion for the corresponding period last year, an
increase of 20.6%. UBL’s deposit base grew by 12.4% to £9.7 bullion for the year to 30 June 2017,

As part of its Digital Strategy program, UBL re-launched its net banking mobile app in May 2017 which now offers greater
functionality and flujdity to users. It has already attained 205,000 downloads to date and this number continues to rise.

During the year UBL was awarded the “Best Bank for Corporate Finance & Capital Market Development™ award at the 2nd
Pakistan Banking Awards.

Principal risks & uncertainties

The Group’s wholesale business is exposed to duty frand on alcohol and non-duty paid tobacco. The Group mitigates these
risks through frequently reviewing its product offerings in an attempt to diversify this range. thus reducing the averall risk
faced by the Group. The increasing influence of multiple convenience businesses in the wholesale sector is also a threat as it
imposes pressure on margins. The Group ensuwes that it frequently reviews its costs so as to be able to remain price
competitive whilst also maintaining margins,

The Group's pharmacy business is cxposed to Government policy on the funding of the pharmacy sector which remains an
uncertainty in the business. While the net benefits the pharmacy sector has on public finances is undisputed, the guantum of
central government funding is still uncertain. The Group continues to mitigate this risk through looking for alternative
revenue streams in an attempt to diversify revenue away from the government.

6
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Strategic report: Group Chief Executive’s review (continued)
Principal risks & uncertainties (continued)

Due to the Group’s presence in Pakistan, it is exposed to foreign exchange risk and interest rate movements. As the
performance of the cement industry is directly correlated to the state of the economy, a key risk is the performance of the
Pakistani economy. Additionally, the increase in power costs in Pakistan continues to pose a threat to the cement sector.

The Group’s banking subsidiary taces the risk of future net interest margin compression as the State Bank of Pakistan has cut
interest rates in the last year. There is economic risk as the performance of the banking sector is directly correlated wath the
state of the economy and the interest rate environment. As with any bank there is regulatory compliance risk in Pakistan and
the overseas territories that the bank operates in.

The Group has taken the necessary measures to reduce the key risks in the business.

On 23 June 2016, the UK electorate voted to discontinue its membership of the EU. Until further clarity is known regarding
terms in which the UK will exit, the Directors are not able to assess the impact on the Company or what impact the widei
regulatory and legal consequences of the UK leaving the EU would be on the Group. Initial review, however, indicates that
there will be no significant impact on the Group.

Key performance indicators
The Board of Directors uses many performance indicators, both financial and non-financial, to monitor the Group®s position,

Among the financial performance indicators within the wholesale business, the key performance indicators are gross profit
margin, sales per depot, sales per department, wage cost per depot, stock availability and stock levels.

The financial performance indicators within the pharmacy business include, the key performance indicators are prescription
growth, over the counter sales growth, profitability per branch, stock levels and cost per prescription.

Financial performance indicators in the cement business are margin, daily despatches and cost of production.

Among the financial performance indicators within the banking business, the key performance indicators are deposit levels,
assets under management, return on assets, return on equity, net interest margmn and non-financial income.

General non-financial performance indicators are staff turnover, staff, supplier and customer satisfaction and health and
safety reports, amongst athers.

The Board is of the belief that the monitoring of the aforementioned indicators is an effective aspect of business performance
review.

Future outlook
The Group’s focus is to continue to enhance market share in its respective business sectors.

The wholesale business will tocus on organic growth which is supported by investments in existing and new initiatives
Despite the tough trading conditions, we are confident that we will continue to provide maximum support to our customers
by delivering the best prices, value and service to them.

The pharmacy sector is adversely affected by the reduction in government funding. In the medium term, there will be
financial pressure on the pharmacy market, however, with low operating costs, Well pharmacy is in a sound position. We
will continue to focus on outperforming the market in both prescription volumes and margin deliver. Well is also focused on
delivering its strategic plans whilst minimising capital expenditure and expediting good control of working capital. Well is
investing significantly in technology initiatives that will enable us to reduce our cost to serve as well as enable a growth in
market share.

The cement sector in Pakistan is likely to see a wave of capacity expansion in the market, given certain competitors have
announced their intention to set up new plants. This is likely to result in downwards pressure on price as the market competes
to maintain its capacity utilisation. This, coupled with rising coal prices, is likely impact profitability in the short to medium
term, however, this should balance out in the long-term once a supply-demand equilibrium is reached. Nonetheless, BCL, is
comparatively better positioned to face these challenges as it is one of the most efficient and lowest cost producers in the
country and has a strong brand presence. Moreover, BCL has already begun steps on its brownfield expansion project in
Farooqia to maintain its market leading position in the cement sector.

The Pakistan banking sector continues to be operating in a low interest rate environment and in the short term this is unlikely
to change. UBL will continue its focus on managing and improving its asset portfolio, enhancing its consumer banking assets
and expanding its network both through branches and through digital channels The bank is well positioned to take benefit
from the implementation of the China Pakistan Economic Corridor (CPEC). UBL will also continue its strategy of increasing
deposit volumes and diversifying its income base to protect against adverse interest rate movements. UBL is investing
significantly in its technology infrastructure and in developing a digital proposition for customers to supplement volume
growth.
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Strategic report: Group Chief Executive’s review (continued)

Future outlook fcontinned)

We see challenges ahead of us both in the UK and in Pakistan as the respeclive cconomies go through an economic
stabilisation phase. We will continue to enliance our market share in UK whalesale and pharmacy scctors and in the Pakistan
cencnt and banking sectors whenever suitable opportunities arise.

In the lagt twelve months we have continued Lo demonstrate the strength of our business model and to create value for all our
stakeholders  This has been accomplished with the continved support of our employees and owr highly successful
relationships with suppliers and customers.

I woudd like 10 thank all our suppliers and employecs for their commitment to the business. 1 would also like to thank my
fellow Diectos for their contribution to our stralegic deliberations.

. kA —- a— PR e

Z. M Choudrey CBE, BA {Hons), FCA
Group Chief Executive
"2 March 2018
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Directors® report

The Directors submit their report and the financial statements of Bestway (Iloldings) Limited for the year ended 30 June
2017.

Principal activities
The principal activities of the Group duting were in the wholesale, pharmacy, cement and financial services sectors.
Directors

The Directors who held office during the year were as follows:

Sir MA Pervez OBE HPk (Group Chairman)

ZM Choudrey CBE, BA (Hons), FCA (Group Chief Executive)
MY Sheikh

R Pervez, ACA

D Pervez, BA (Hons), MA Oxon, Solicitor

AK Bhatti; resigned 14 November 2016

AK Chaudhary: resigned 14 November 2016

AM Chaudhary, MBA; resigred 14 November 2016

Indemnity provisions
No qualifying third party provision is in foree for the benefit of any Director of the Company.
Employee involvement and equal opportunities

The Group systematically provides employees with intormation on matters of concern to them and consults with employees
on a regular basis to ensure that their views can be taken into account in making decisions which are likely to affect their
interests The Group encourages the involvement of employees in the Group’s performance and ensures that it provides
employees with the information required such that they are able to achieve a common awareness of the financial and
economic factors affecting its performance.

The Group is an equal opportunities employer and its policies for the recruitment, tramning, career development and
promotion of employees are based on the relevant merits and abilities of the individuals concerned. It recognises its
responsibilities towards the disabled and gives full and fair consideration to applications for employment from them, having
regard to their particular aptitudes and abilities. So far as particular disabilities permit, the Group will give continued
employment and arrange appropriate training for any existing employee who becomes disabled. It is the policy of the Group
that the training, career development and promotion of disabled persons should as far as possible be identical to that of other
employees,

Financial instruments

The Group’s policy is to finance its operations on a medium term basis from retained profits, related party borrowings and
bank facilities. Additional uncommitted borrowing and overdraft facilities are utilised for short term financing requirements.

The financial instruments utilised by the Company are borrowings, short-term cash deposits and items such as trade creditors
which arise directly from its operations. Borrowing and deposit facilitics are on a tloating rate basis. The Company’s policy
is not to trade in other financial instruments.

Dividends

On 21% March 2018, Bestway (Holdings) Limited declared and paid an ordinary dividend of £69.3 million in respect of the
year ended 30 June 2016, No amount has been accrued for in the financial statements of Bestway (Holdings) Limited with
respect to this dividend.

On 22° March 2018, Bestway (Holdings) Limited declared a final ordinary dividend of £6.0 million in respect of the year
ended 30 June 2017. No amount has been accrued for in the financial statements of Bestway (Holdings) Limited with respect
to this dividend.

Bestway (Holdings) Limited did not declare any dividends n the previous financial year.
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Directors’ report (continued)
Ultimate parent company

On 21% March 2018, Bestway (Holdings) Limited became a wholly owned subsidiary of Bestway Group Limited, a company
incotporated in the United Kingdom on 9 Oclober 2017.

Share repurchase

During the year, a number of Directors, who were also shareholders, left the Company and as a result the Company
tepurchased 24,930 of shares held by those exiting Directors and other sharcholders, with a nominal value of £1 cach, The
Company still held these shares al the year end, hut these shares were subsequently cancelled For further information please
see the Slatement of Changes in Equity.

Share issue movements

On 215 March 2018, Bestway (Holdings) Limited called up 47,949 previously unpaid ordinary shaies. These sharcs were
fully paid by 3estway Group Limited on the samne day.

Political donations
Political donations made in the year totalled £159,500 (2016: £127,000}.
Other information

An indication of likely future developments i the business and particulars of significant cvents which have occurred since
the end of the financial year have been included in the Strategic report on page 4.

Disclosure of information to auditor

The Directors who held office at the date of approval of this Dircotors’ report confirm that, so far as they are each aware,
there is no relevant audit information of which the Company’s auditor is unaware, and each Directot has taken all the steps
that they ought to have taken as a Director to make themselves aware of any relevant audit information and to establish that
the Company’s auditor is aware of that information.

Going Concern

The financial stalements have been prepared on a going concern basis, which assumes the Company and Group will have
sufficient cash to pay its debts as and when they become payabte, for a period of at least 12 months from the date the
financial statements were authorised for issue. The Dircctors believe this to be appropriate as the Group balance sheet shows
net assets of £2.0 billion (2016: £1.9 billicn) as at the balance sheet date and the Group made profit after tax of £360 million
(2016: £257 million) and generated cash of £383 million (2016: £12 million outflow) in the financial year ended 30 June
2017. Additionally, in September 2017 the Group refinanced third party debt on a 5 year lerm with no mandatory repayments
untii Maich 2019.

Auditor

Puisuant to Section 487 of the Companics Act 2006, the auditor will be decmed to be reappointed and KPMG LLP will
therefore continue in office.

By order of the board

T L 2 Abbey Road

Z M Choudrey CBE, BA (Hons), FCA Park Royal

Durector London
NWI0 73W

Z2- 72 Mareh 2018
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Statement of Directors’ Responsibilities in respect of the Annual report and the
Financial Statements

The Directors are responsible for preparing the Annual report and the Group and parent Company financial statements in
accordance with applicable law and regulations

Company law requires the Directors to prepare Group and parent Company financial statements for each financial year.
Under that law they have elected to prepare the Group financial statements in accordance with International Financial
Reporting Standards as adopted by the European Union (IFRSs as adopted by the EU) and applicable law and have elected to
prepare the parent Company financial statements in accordance with UK Accounting Standards and applicable law (UK
Generally Accepted Accounting Practice), including FRS 101 Reduced Disclosure Framework

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 Group and parent Company and of their profit or loss for that period. In preparing
each of the Group and parent Company financial statements, the Directors are required to:

e  select suitable accounting policies and then apply them consistently;
«  make judgements and estimates that are reasonable, relevant and reliable,

* for the Group financial statements, state whether they have been prepared in accordance with IFRSs as adopted by the
EU.

«  for the parent Company financial statements, state whether applicable UK accounting standards have been followed,
subject to any material departures disclosed and explained in the financial statements;

e assess the Group and parent Company’s ability to continue as a going concern, disclosing, as applicable, matters related
to going concern; and

e use the going concern basis of accounting unless they either intend to liquidate the Group or the parent Company or to
cease operations, or have no realistic alternative but to do so.

The Directors are respansible for keeping adequate accounting records that are sufficient to show and explain the parent
Company’s transactions and disclose with reasonable accuracy at any time the financial position of the parent Company and
enable them to ensure that its financial statements comply with the Companies Act 2006. They ate responsible for such
internal control as they determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error, and have general responsibility for taking such steps as are reasonably open to
them to safeguard the assets of the Group and to prevent and detect fraud and other irregularities.

The Directors are responsible for the maintenance and integrity of the corporate and financial information included on the
Company’s website. Legislation in the UK governing the preparation and dissemination of financial statements may differ
from legislation in other jurisdictions.



KPMGLLP

15 Canada Squaie
London

El4 5GL.

United Kingdom

Independent auditor’s report to the members of Bestway (Holdings) Limited

Qpinion

We have audited the financial stalements of Bestway (Holdings) Limited (“the Company®) for the year ended 30 June 2017
which comprise the consolidated income statement, consolidated statement of comprehensive income, consolidated balance
sheet, consolidated statement of changes in equity, consolidated cash flow statement, company balance sheet, company
statement of changes in cquity and related notes, including the accounting policies in note 3 and note 46,

[t our opinion-

*  the financial statements give a true and fair view of the state of the Group’s and of the parent Company’s affairs as at 30
June 2017 and of the Group’s profit for the year then ended;

»  the Group financial statements have been properly ptepaied in accordance with International Financial Reporting
Standards as adopted by the Enropean Union;

+ the paent Company financial statements have been properly prepaved in accordance with UK Generally Accepted
Accounting Practice, including FRS 10! Reduced Disclosure Framework; and

« the financial statements 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 are described below. We have fulfilled ou: ethical responsibilities under, and are independent of the
Group in accordance with, UK ethical requirements including the FRC Ethical Standard, We believe that the audit evidence
we have obtained is a sufficient and appropriate basis for our opinion.

Going concern
We are required to report to you if we have concluded that the use of the going concein basis of accounting is inappropriate

or there is an undisclosed material uncertainty that may cast significant doubt over the use of that basis for a period of at least
twelve months fiom the date of approval of the financial statements, We have nothing to report in these respects,

Strategic report and Directors’ report

The Directors are responsible for the Strategic 1eport and the Directois’ report. OQur opinion on the financial statements does
not cover those reports and we do not express an audit opinion thereon,

Qur responsibility is to read the Strategic report and the Directors® report and, in doing 50, consider whether, based an our
financial statements audit work, the information therein is materially misstated or inconsistent with the financial stalements
ot our audit knowledge. Based sclely on that work:

we have not identified material misstatements in the Strategic report and the Directors’ report;
in our opinion the infoimation given in those reports for the financial year is consistent with the financial statements;

and
. in our opinion those reports have been prepared in accordance with the Companies Act 2006.



Independent auditor’s report to the members of Bestway (Holdings) Limited (continued)

Matters on which we are required to report by cxception
Under the Companies Act 2006, we are required to report ta you if, in out opinion:

»  adcquate accounting rccords have not been kept by the parent Company, or retutns adequate for our audit have not been
received from branches not visited by us; or
the parent Company financial statements are not in agieement with the accounting records and 1eturns, or

s cenain 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,

We have nothing to report in these respects.
Directors’ responsibilities

As explained more fully in their statement set out on page 11, the Directors are responsible for: the preparation of the
financiat statements and for being satistied that they give a true and fair view; such internal control as they determine is
neccssaty to enable the preparation of financial statements that are free from material misstatement, whether due to fiaud or
error; assessing the Group and parent 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 they either intend to liquidate the Giaup or
the parent Company or to cease pperations, or have no realistic atternative but to do so.

Auditor’s responsibilities

Our objectives are to abtain reasenable assurance about whether the financial statements as a whole are free fiom material
misstatement, whether due to fraud or error, and to issue our opinion in an auditor’s report. Reasonable assurance is a high
level of assurance, but does not guarantee that an audit conducted in accordance with TSAs (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 aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of the
financial statements.

A fuller description of our responsibilities is provided on the FRC’s website at www. fre.org.ulk/auditorstesponsibilities.

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

This report is made solely to the Campany’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies
Act 2006. Our audit work has been undeitaken 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 1esponsibility 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.

M/& Uopdcid

Mike Woodward (Senior Statutory Auditor)
for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants
15 Canada Square
London
El14 5GL
72_ March 2018
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Consolidated Income Statement

For the year ended 30 June 2017

Bestway (Holdings) Limited
Registered number 01392861

Annual report and financial statements
For the year ended 30 June 2017

Note Trading Banking Total Trading Banking Total
Group Group Combined Group CGroup Combined
217 2017 2017 2016 2016 2016
£004 £000 £000 £000 £000 £000
Revenue 5 2,947,721 - 2,947,721 2.812.703 - 2.812,703
Cost of sales (2,446,223) - {2,446,223) 1(2,3364535) - (2,336,455
501,498 - 501,498 476,248 - 476,248
Interest income 6 - 766,535 766,535 - 659,734 659,734
Interest expense 14 - (334235 (334,239 - (264132)  (264,132)
Net interest income - 432,300 432,300 - 395,602 395,602
Gross written premium - 17,941 17,941 - 12,051 12,051
Premium ceded to reinsurer - (10,545) (10,545) - (7,540) (7,540)
Net written premiums 6a - 7,396 7,396 - 4,511 4,511
Gross benefits and claims paid = (10,970) (10,970) - (4,784) 4,784)
Claims ceded to reinsurer - 7,306 7.306 - 2,991 2,991
Movement in technical provisions - 47 47 - (204} (204)
Net henefits and claims 65h - (3,617 3,617 - (1.997) (1.997)
Net fee, commission and brokerage 7 - 105,495 105,495 - 91,423 91.423
income
Gross profit 501,498 541,574 1,043,072 476,248 489,539 965,787
Dividend income on investments - 13,659 13,659 - 15,370 15,370
(Gains and losses on investments 9 - 55,936 55,936 - 60,153 60,155
Other operating income 8 18,451 2,097 20,548 7.189 1.565 %754
Other gains and losses okl 3,523 269 3,792 3,045 2,973 6,020
Distribution expenses (11,732) - 11,732y (7.606) - (7,606)
Administrative expenses 10 (356,213) (303,349) (659,562) {338.550) (264,528) (603,078)
Share of profit of equity accounted 22 1,608 8,209 9,817 - 2,703 2,703
investees net of tax
Restructuring costs - - - (4.273) - (4.273)
Other operating expenses (2,962) - (2,962) - - -
Operating profit 154,173 318,395 472,568 136,053 300,779 443,832
Finance income 12 678 - 678 736 - 736
Finance expense /3 (32,415) - (32,415) (43,862) - (43,862)
Net Finance expense 31,737 - (31,737) (43,126) - (43,126)
|Unerlying Profit before taxation 122,436 318,395 440,831 092,027 307,779 400,706 |




Consolidated Income Statement (continued)

For the vear ended 30 June 2017

Note
Underlying Profit before taxation
One off gain on group reorganisation 17
Profit before taxation
Tax on profit 15
Profit after taxation
Attributable to:
Equity holders of the parent
Non-controlling interests 39

Investors of UBL funds

Profit for the year

Bestway ([ loldings} Limited
Registered number 01392861

Annual report and financial statements
For the year ended 30 June 2017

Trading Banking Total Trading  Banking Total
Group Group Combined Group Group  Combined
2017 2017 2017 2016 2016 2016
£000 £000 £000 £000 £000 £000
122,436 318,395 440,831 92,927 07,779 400,706
102,702 - 102,702 - - -
225,138 318,395 543,533 92,927 307,779 400,706
(49,753) (133,432) (183,185) (32,372 (110,872) (143,244)
175,385 184,963 360,348 60,555 196,907 257,462
136,825 102,509 239,334 31,329 103,393 134,722
38,560 80,965 119,525 29226 86,458 115,684

- 1,489 1,489 - 7,056 7,056
175,383 184,963 360,348 60,555 196,507 257,462

The results shown above are derived entirely from continuing operations.

The notes on pages 22 to 108 are an integral part of these consolidated financial statements



Bestway (Holdings) Limited
Registered number 01392861

Annual report and tinancial statements
For the year ended 30 June 2017

Consolidated Statement of Comprehensive Income
For the year ended 30 June 2017

Note | Trading Banking Total | Trading Banking Total
Group Group Combined Group Group Combined
2017 2017 7 2016 2016 2016
£000 £000 £000 £000 £000 £000
Profit after taxation 175,385 184,963 360,348 60,555  196.907 257,462
[tems that will not be reclassified
subsequently to profit or loss:
rP:gg; attributable to investors of UBL - (1.489) (1,489) - (7.056) (7.056)
Rev.aluation of property, plant and ) ) _ ) 4.863 4,863
equipment
ﬁ;élilﬁit;urement of net defined benefit (1,038) 294) 1332) | GA473) (247D (5.944)
Tax on remeasurement of net defined 31 . 31 - - .

benefit liability

(1,007)  (1,783) 2,790) | (3,473)  (4.664) (8,137)

Items that are or may be reclassified
subsequently to profit or less when
specific conditions have been met:

Loss arising on revaluation of non- 19 - (2,344) (2,344) - (45) (45)
banking fixed assets

Surplus / (loss) arising on available for 3,820 (61,820) (58,000) | (1.763) 22.965 21.202
sale sceuritics

Other losses 4) - 4) - (5.59]) (5.592)

Exchange gain on translation of foteign

- 6,298 17,032 23,330 | 184,696 - 184,696
operations

10,114 (47,132) (37,018) | 182,933 17,328 200.261

Other comprehensive incame for the

gear 9,107 (48,915)  (39,808) | 179460 12,664 192,124

';eoat:l comprehensive income for the 184,492 136,048 320,540 | 240015 209,571 449,586

Total comprehensive income
attributable to:

Equity holders of the paient 143,682 76,213 219,895 | 123,559 116,101 241,660
Neon-controlling interests 40,810 59,835 100,645 | 114,456 93.470 207,926
;f:?l comprehensive income for the 184,492 136,048 320,540 | 240015 209,571 449,586

The notes on pages 22 to 108 are an inlegral part of these consolidated tinancial statements.
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Bestway (Holdings) Limited
Registered number 01392861

Annual report and financial statements
For the year ended 30 June 2017

Consolidated Balance Sheet

As at 30 June 2017
At 30 June At 30 June
Note 2017 2016
£000 £000
Non-current assets
Group goodwill 16 206,294 214,977
TFrading Group
Other intangible assets 18 464,443 501,173
Property, plant and cquipment 19 653,118 378,741
Investment property 20 114,987 122,266
Banking Group
Other intangible assets 18 7,494 7,100
Property, plant and equipment 19 311,760 271,857
Investment property 210 19,634 25.543
Reinsurance assets 12,877 10,606
Investments in associates 22 31,600 23,803
[nvestments in financial assets 25 4,392,263 3,636,520
Lending to financial institutions and advances 27 1,991,887 1.543,610
8,206,357 6,936,196
Current assets
Trading Group
Inventories 24 298.020 238,407
Other tinancial assets classitied as held for sale 447
Tax receivable 8,048 7.303
Trade and other receivables 26 214,202 210,863
Cash and cash equivalents 28 108,973 90,157
Banking Group
Investments in financial assets 25 3,315,760 2,764,453
Lending to financial institutions and advances 27 2,752,614 2,587,324
Tax receivable 96,501 53,456
Trade and other receivables 26 307,489 272,438
Cash and cash equivalents 28 1,354,340 942,470
8,455,947 7.167.318
TOTAL ASSETS 16,662,304 14,103,514
Current liabilities
Trading Group
Trade and other payables 29 526,225 546,855
Tax payable - 998
Bank overdraft 28 38,320 7,394
Other interest bearing loans and borrowings 32 50,965 26,544
Provisions 33 20,694 12,864
Banking Group
Trade and other payables 29 263,407 344,178
Deposits and other accounts 317 9,162,686 8,225,328
Payable to investors of UBL funds 13,016 99.630
Bills payable 40 129,188 87,272
Bank overdratt 28 3,950 4,065
Other interest bearing loans and borrowings 32 2,802,778 1,555,115

13,011,229  10.910,243




Consolidated Balance Sheet (continued)
As at 30 June 2017

Non-current liabilities
Trading Group

Other intevest bearing loans and borrowings
Employee bencefits

Deferred tax liabilities

Preference shares

Banking Groeup

Other interest bearing loans and borrowings
Deposits and other accounts

Employee benefils

Deferred tax liabilities

Provisions

Other financial fiabilities

TOTAL LIABILITIES

TOTAL NET ASSETS

Equity

Share capital

Share premium

Revaluation reserve

Capital redemption reserve
Statutory reserve

Reserve perlaining to UBL funds
Translation reserves

Retained carnings

Equity attributable to equity holders of the parent

Non-controlling interests

TOTAL EQUITY

Bestway ([ Toldings) Lunited
Registered number 01392861

Annual report and financial statements
For the year ended 30 June 2017

Note At 30 June A1 30 Jung
2017 2016
£000 £000

32 408,416 542,435
35 12,053 11,151
34 151,466 145,085
32 58,178 516
32 131491 6,727
31 577,074 415,790
32 6,555 7,716
34 58,024 72,640
33 17,091 14,663
30 191,511 BS5,718
1,611,859 1,302,441
14,623,088 12,212,684
2,039,216 1,490,830

45 71 96
3,055 3,055

271,243 302,403

39 14

205,124 185,270

1,178 8,133

225,775 222,774

612,618 469,408

1,319,103 1,191,153

39 720,113 699,677
2,039,216 1,890,830

The notes on pages 22 to 108 are an integral part of these consolidated financial statcments.

These financial statements weic approved by the Board of Directors on 27 March 2{118 and were sigied on its behalf by:

Z M Choudrey, CBE, BA (Hons), FCA

2

[ R YRR -t

(Chief Executive)

Company registered number: 01392861

M Y Sheilh

{Director)

\/’\/\
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Consolidated Cash Flow Statement

For the year ended 30 June 2017

Cash flows from operating activities
Profit for the year

Adjustments for

Share of profit of equity accounted investees
Finance income

Other gains and losses

Finance costs

One off gain

Taxation

Depreciation of property, plant and
equipment

Amortisation of intangible assets

Profit on disposal of property, plant and
equipment

Profit on disposal of investment property
(Decrease) / increase in provisions
Increase / (decrease) in pension provision
Impairment of goodwill

Impairment of intangible assets

Operating cash flows before movements in
working capital

{Increase) / decrease in inventories
Decrease / (increase) in receivables
Increase in payables

Decrease / increase in investments

Tax paid
[nterest paid

Net cash from / (used in) operating
activities

Cash flows from investing activities
Interest received

Proceeds on disposal of property, plant and
equipment

Proceeds on disposal of investment property
Purchases of property. plant and equipment
Purchases of investment property
Proceeds on disposal of intangible assets
Purchase of intangible assets

Acquisition of subsidiary net of cash
Dividends received / (paid)

Dividends paid to non-controtling interest

Net cash from / (used in) investing
activities

Bestway (Holdings) Limited
Registered number 01352861

Annual report and financial statements
For the year cnded 30 June 2017

Trading Banking Total Trading Banking Total
Group Group Combined Group Group  Combined
2017 2017 2017 2006 2016 2016
£000 £000 £000 £000 £000 £000
173,385 184,963 360,348 60,555 166,907 257,462
(1,608) (8,209) (9,817) - (2,703) (2,703)
(678) - (678) (736) - (736)
{3,523) (269) (3,792) (3,045) (2,975) (6,020)
32,415 - 32,415 43.862 - 43,862
(102,702) - (102,702) - - -
49,753 133,433 183,186 32372 110,872 143.244
39,213 15,903 55,116 35,279 10.899 46,178
37,923 2,941 40,864 37,243 2,690 39,933
(206) - (206) (248) (167 (415)
(13,548) - (13,548) - - -
5,022 2,428 7,450 8.380 18,261 26,641
902 (1,161) 259 4,122 2,007 6,129
13,641 - 13,641 11.529 - 11,529
(848) - (848) - - -
231,141 330,029 561,170 229313 335,791 565,104
(25,586) - (25,586) 5,874 - 5.874
138,197 (1,019,026) (880,829) 1,857  (640,684)  (638,827)
47846 1314470 1,362,316 27.247  1,138470 1,165,717
447 (1,307,050) (1,306,603) (10) (1,481.518) (1,481,528)
392045  (681,577)  (289,532) 264,281  (647,941)  (383,660)
(51497 (176477)  (227,974) (36.821) (141,338) (178,159)
(32,415) - (32,415) (43.862) - (43,862)
308,133 (858,054)  (549,921) 183,598  (789.279)  (605,681)
678 - 678 736 - 736
4,921 22,737 27,658 2.862 1,002 3,804
30,778 6,602 37,380 781 - 781
(56,183) {72,365)  (128,548) (35.346) (38.845) (74.191)
(282) . (282) (301 - (301)
2,050 - 2,050 1.074 - 1.074
(2,385) (3,089) (5,474) (5t3) (1,317 (1.83()
2.526 - 2,526 (3.709 - (3.709)
69,205 (69,205} - - - -
(32,265)  (44,938)  (77,203) | (60.517) - (60517
19,043 (160,258)  (141,215) (94.933) (39.160)  (134.093)
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Consolidated Cash Flow Statement (continued)

For the year ended 30 June 2017

Cash flows from financing activities
Net borrowings (from) / to third parties
Net borrowings {(from) / to related party
Repurchase of own shares

Net cash (used in} / from financing
activities

Net (decrease) / increase in cash and
cash equivalents

Cash and cash equivalents at beginning
of year

Effect of foreign exchange rate changes

Cash and cash equivalents at end of
year

Bestway (Holdings) Limited
Registered number 01392861

Annual report and financial statements
For the year ended 30 June 2017

Trading Banking Total Trading Banking Total
Group Group Combined Group Group  Combined
2017 2017 2017 2016 2016 2016
£000 £000 £000 £000 £000 £000
(123,624)y 1415886 1,292,262 (84.910) 800.292 715382
(122,774) - (122,774) 11,918 - 11,918
(92,931) (2,019) (94,950) - - -
(339,329) 1,413,867 1,074,538 (72.992) 800,292 727,300
(12,153) 395,555 383,402 15,673 (28,147) (12,474)
82,763 938,405 1,021,168 65,012 856,089 921,701
43 16,430 16,473 2,078 109,863 111,941
70,653 1,350,390 1,421,043 82.763 938.405 1,021,168

The notes on pages 22 to 108 are an integral part of these consolidated financial statements.
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Bestway (Holdings) Limited
Registered number 01392861

Annual report and tinancial statements
For the yeat ended 30 June 2017

Notes (forming part of the financial statements)

1. General information

Bestway (Holdings) Limited (the ~Company™) is a private Company limited by shares, incorporated, domiciled and
registered in England in the UK under the Companies Act The registered number is 01392861 and the regisiered address is 2
Abbey Road, Park Royal. London NW10 7BW,

The Group financial statements consohdate those of the Company and its subsidiaries {together referred 10 as the “Group™)
and equity account the Group’s interest in associates. The parent Company financial statements present information about the
Company as a separate entity and not about its Group

The Group financial statements have been prepared and approved by the Directors in accordance with International Financial
Reporting Standards as adopted by the EU ("Adopted IFRSs”). The Company has elected to prepare its parent Company
financial statements in accordance with FRS 101; these are presented on pages 109 to 115.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods presented in
these Group financial statements.

Judgements made by the Directors, in the application of these accounting policies that have significant effect on the financial
statements and estimates with a signiticant risk of material adjustinent in the next year are discussed in note 44,

These financial statements are presenicd in pounds sterling because that is the currency of the primary economic
environment in which the Group operates.

2. Adoption of new and revised standards

Amendments to IFRSs that are mandatorily effective for the current year

The following new standards and interpretations to existing standards have been published and are mandatory for the
Group's future accounting. The application ot the amendments has had no material impact on the disclosures or the amounts
recognised in the Group’s consolidated financial statements.

IAS | (amendments): Firancal statement disclosure

1AS 27 {amendments): Separaie Financial statements

IAS 16 and 1AS 38, Clarification of Acceptable Methods of Depreciation and Amortisation

Annual Improvements to IFRSs — 2012-2014 Cycle: Amendments to IFRS 5, IFRS 7, IAS 19 and 145 34

New and revised IFRSs in issue bui not yet effective

At the date of authorisation off these financial statements, the Group has not applied the following new and revised IFRSs
that have been issued but are not yet effective and had not yet been adopted by the EU;

IFRS 9: Financial instruments

IFRS 13: Revenue from contracts with customers

IFRS 16: Leases

IAS 12 (amendments): Recognition of Deferred Tax Assets for Unrealised Losses
1AS 7 (amendments). Disclosure Imtiative

1AS 40 (amendments): Investment Property

Annual Improvements to [FRSs — 2014-2016 Cycle

IFRIC Interpretation 22: Foreign Currency Transactions and Advance Consideration

Standards which the Directors believe may have a matetial impact on the financial statements are discussed mn detail below.

® [IRSS. Financial Instruments
In July 2014, the International Accounting Standards Board issued the final version of TFRS 9 Financial Instruments

IFRS 9 15 cffective fot annual periads beginning on or after | January 2018. with eatly adoption permitted.
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Bestway (Holdings) Limited
Registered number 01392861

Annual report and financial statements
For the year ended 30 June 2017

Notes {continued)
2. Adoption of new and revised standards (continued)
New and revised IFRSs in issue but not yet effective (continued)

The actual impact of adopting IFRS 9 on the Group's consolidated financial statements in 2018 is not known and canmot be
reliably estimated because it will be dependent on the financial instruments that the Group holds, particularly within the
Banking Group, and economic conditions at that time as well as accounting elections and judgements that it will make in the
future. The new standard will require the Group to revise 1ts accounting processes and internal controls related to reporting
financial instruments and these changes are not yet complete.

Classification — Financial assets

[FRS 9 contains a new classification and measurement approach for financial assets that reflects the business model in which
assets are managed and their cash flow characteristics.

IFRS 9 contains three principal classification categories for financial assets: measured at amortised cost, fair value through
other comprehensive income (FVOCI) and tair value through ptofit or loss (FVTPL). The standard eliminates the existing
1AS 39 categories of held to maturity, loans and receivables and available for sale.

A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated as at
FVTPL:

-~ the asset is held within a business model whose objective is to hold assets to collect contractual cash flows: and

- the contractual terms of the financial assel give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

A debt instrument is measured at FVOCI only if it meets both of the following conditions and is not designated as at FVTPL:

- the asset is held within a business model whose objective by both collecting contractual cash flows and selling financial
assets, and

- the contractual terms of the financial asset give rise on specified dates to cash {lows that are solely payments of principal
and interest on the principal amount outstanding.

On initial recognition of an equity investment that is not held for trading. the Group may irrevocably elect to present
subsequent changes in tair value in OCl This election is made on an investment-by-investment basis

All other financial assets are classified as measured at FVTPL..

In addition, on initial recognition, the Group may irrevocably designate a financial asset that otherwise meets the
requirements to be measured at amortised cost or at FVOCI as at FVTPL il doing so eliminates or significantly reduces an
accounting mismatch that would otherwise arise.

A financial asset is classified into one of these categories on initial recognition. However, for financial assets held at initial
application, the business mode! assessment is based on facts and circumstances at that date Also, IFRS 9 permits new
elective designations at FVTPL or FVOCI to be made on the date of initial application and permits or requires revocation of
previous FVTPL elections at the date of initial application depending on the facts and circumstances at that date.

Impawrment - Financial assets

[FRS 9 replaces the -incurred loss® model in IAS 39 with a forward-looking “expected credit loss® (ECL) model. This will
require considerable judgement as to how changes in economic factors affect ECLs, which will be determined on a
probability-weighted basis. The new impairment model will apply to financial assets measured al amortised cost or FVOCI,
except for investments in equity instruments, and to contract assets. Under [FRS 9, loss allowances will be measured on
either of the following bases:

— 12-month ECLs. These are ECLs that result from possible default events within the [2 months after the reporting date; and
- lifetime ECLs. These are ECLs that result from all possible default events over the expected life of a financial instrument.

Lifetime ECl. measurement applies if the credit risk of a financial asset at the reporting date has increased significantly since
initial recognition and 12-month ECL measurement applies if it has not. An entity may determine that a financial asset’s
credit risk has not increased significantly if the asset has low credit risk at the reporting date. However, lifetime ECL
measurement always applies for trade receivables and contract assets without a significant financing component; an entity
may choose to apply this policy also for trade receivables and contract assets with a significant financing component. The
expectation is that impairment losses are likely to increase and become more volatile for assets in the scope of the [FRS 9
impairment model.
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2. Adoption of new and revised standards (continued)
New and revised IFRSSs in Issue but not yet effective (continsed)
Classification - Financial habilities

IFRS 9 largely retains the existing requirements in 1AS 39 for the classification of financial liabilities. However, under 1AS
39 all fair value changes of liabilities designated as at FVTPL are recognised in profit ot loss. wheteas under IFRS 9 these
fair value changes are generally presented as follows:

— the amount of change i the tair value that is attributable to changes in the credit risk of the liahility is presented in OCI,
and

— the remaining amount of change in the fair value is presented in profit or loss.

The Group will start the process of evaluating the impact of this new standard over the next 6 months.

& [FRS 15 Revenue from contracts with customers

In April 2016, the TASB issued clarifications to [FRS [5, which provides additional clarity on revenue recognition related to
tdentitying performance obligations, application guidance on principal versus agent and licenses of intellectual property.
IFRS 15 is effective for annual periods beginning on or after | January 2018, with early adoption permitted.

The Group will start the pracess of evaluating the impact of this new standard over the next 6 months

® /[FRSV6 Leases

In January 2016, the TASB issued [FRS 16 Leases ("IFRS 16", which provides guidance for leases whereby lessees will
recognise a liability for the present value of future lease liabilities and record a corresponding asset on the balance sheet.
There are minimal changes to lessor accounting IFRS 16 15 effective tor annual periods beginning on or after 1 January
2019, with early adoption permitted.

The Group are assessing the impact of the aceounting changes that will arise under IFRS 9, [FRS 13 and IFRS 16 and at this
point it is not possible to definitely determine whether the changes will have a material impact on the consolidated income
statement and consolidated balance sheet. Beyond the information above, it 1s not practicable to provide a reasonable
estimate of this effect.

The Group will start the process of evaluating the impact of this new standard over the next 6 months.
All other new and revised Standards are not expecied to have a material impact on the financial statements.
3. Significant accounting policies

Basis of accounting

The financial statements have been prepared on the historical cost basis, except for the revaluation of certain properties and
financial instruments that are measured at faii values at the end of each reporting period, as explained in the accounting
policies below,

Going concern

The Group accounts have been prepared on a going concern basis. The Gtoup balance sheet shows net assets of £2 billion
(2016: £1.9 billion) as at the balance sheet date The Group is profitable with profit atter tax of £360 million (2016. £257
million) in 2017. The Group has significant cash and bank balances of £1.4 bilhon (2016' £1.0 billion). It 1s for these reasons
that the Directors believe it is appropriate to prepare the accounts on a going concern basis. The Ditectors are confident that the
Group has access to sufficient financial resources lo meets its liabihties as they fall due for at least 12 months from the date of
signing these financial statements
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3. Significant accounting policies (continued)

RBasis of consolidation
Subsidiaries

Subsidiaries are entities controlled by the Group. The Group controls an entity when it is exposed to, or has rights to, variable
returns from its involvement with the entity and has the ability to affect those returns through its power over the entity. In
assessing control, the Group takes into consideration potential voting 1ights that are currently exercisable. The acquisition
date is the date on which contrel is transterred to the acquirer. The financial statements ot subsidiaries are included in the
consolidated financial statements from the date that control commences until the date that control ceases. Losses applicable
to the non-controlling interests in a subsidiary are allocated 1o the non-controlling interests even if doing so causes the non-
controlling interests to have a deficit balance.

Due to the size and significance of the United Bank Limited, in order to provide users of the financial statements clarity in
the financial statements, the results have been separately disclosed between those of the *Trading Group™ (incorporating the
Holding Companies, Wholesale, Pharmacy and Cement operations) and those of the “Banking Group”™ (incorporating the
Bank and Insurance operations).

Associates

Associates are those entities in which the Group has significant influence, but not control, over the financial and operating,
polictes. Significant influence is presumed to exist when the Group holds between 20 and 50 per cent of the voting power of
another entity.

Associates are accounted for using the equity method (equity accounted investees) and are initially recognised at cost except
for in the individual financial statements of the investor, where this is held at cost less any impairment losses. The Group's
investment includes goodwill identified on acquisition, net of any accumulated impairment losses. The consolidated financial
statements include the Group’s share of the total comprehensive income and equity movements of equity accounted
investees, from the date that sigrificant influence commences untii the date that significant influence ceases. When the
Group's share of losses exceeds its interest in an equity accounted investee, the Group’s cairying amount 18 reduced to nil
and recognition of further losses is discontinued except to the extent that the Group has incurred legal or constructive
obligations or made payments on behalf of an investee.

Change in subsidiary ownership and loss of contro!
Changgs in the Group’s interest in a subsidiary that do not result in a loss of control are accounted for as equity transactions.
Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group transactions, are
eliminated. Unrealised gains arising from transactions with equity accounted investees are eliminated against the investment
to the extent of the Group’s interest in the investee. Unrealised losses are eliminated in the same way as unrealised gains, but
only to the extent that there is no evidence of impairment.

Business combinations

All business combinations are accounted for by applying the acquisition method. Business combinations are accounted for
using the acquisition method as at the acquisition date, which is the date on which control is transferred to the Group.

For acquisitions on or after | January 2010, the Group measures goodwill at the acquisition date as:

~the fair value of the consideration transferred; plus

-the recognised amount of any non-controlling interests in the acquiree: plus

-the fair value of the existmg equity interest in the acquiree; less

-the net recognised amount (generally fair value) of the identifiable assets acquired and liabilities assumed.

When the excess is negative. a bargain purchase gain is recognised immediately in profit or loss. Costs related to the
acquisition, other than those associated with the issue of debt or equity securittes, are expensed as incurred.

Any contingent consideration payable is recognised at fair value at the acquisition date. If the contingent consideration is
classified as equity, it is not remeasured and settlement is accounted for within equity. Otherwise, subsequent changes to the
fair value of the contingent consideration are recognised in profit or loss.

On a transaction-by-transaction basis, the Group elects to measure non-controlling interests, which have both present
ownership interests and are entitled to a proportionate share of net assets of the acquiree in the event of liquidation, either at
its fair value or at its proportionate mterest in the recognised amount of the identitiable net assets of the acquiree at the
acquisition date, All other non-controlling interests are measuted at their fair value at the acquisition date.
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3. Significant accounting policies (continued)

Foreign Currency

Transactions in foreign currencies are transtated to the respective functional currencies of Group entities at the foreign
exchange rate ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the
balance sheet date are retranslated 1o the functional currency at the foreign exchange rate ruling at that date Foreign
exchange differences arising on translation are recognised in the income statement. Non-monetary assets and labilities that
are measared in terms of historical cosl in a foreign currency ate translated using the exchange rate at the date of the
transaction. Non-monetary assets and liabiities denominated in foreign currencies that are stated at tair value are retranslated
to the functional currency at foreign exchange rates ruling at the dates the fair value was determined.

The assets and liabilities of foreign operations, including goodwill and fair value adjustments arising on consolidation, are
translated to the Group’s presentational currency. Sterling, at foreign exchange rates ruling at the balance sheet date. The
revenues and expenses of foreign operations are translated at an average rate for the year where this rate approximates to the
toreign exchange rates ruling at the dates of the transactions. Exchange differences arising from this translation of foreign
operations are reported as an item of other comprehensive income and accumulated in the trapslation reserve or non-
controlling interest, as the case may be.

Intangible assets- Goodwill

Goodwill is stated at cost less any accumulated impairment losses. Gooadwill is allocated to cash-generating units and is not
amortised but is tested annually for impairment, In respect of equity accounted investees, the carrying amount of goodwill is
included in the carrying amount of the investment in the investee

Intangible assets- Licences and other intangible assets

Intangible assets acquired on the acquisition of pharmacies are stated at cost less accumnulated amortisation. Expenditure on
internally generated goodwill and brands is recognised 1n the income statement as an expense as incutred.

Amortisation

Amortisation is charged 1o administrative expenses in the income statement on a straight-line basis over the estimated useful
lives of intangible assets unless such lives are indefinite. Intangible assets with an indefinite useful life and goodwill are
systematically tested for impairment al each balance sheet date. Other intangible assets are amortised from the date they are
available for use. The estimated useful lives are as follows:

Licenses 20 years
Software 3-10 years
Revenue recognition

Wholesale

Revenue is measured at the fair value of the consideration received or receivable and represents the invoiced amounts
receivable for goods provided to customers in the normal course of business, net of discounts, VAT and other sales-related
taxes. Revenue is reduced for estimated customer returns, rebates and other similar allowances. Revenue is recognised when
the risks and rewards of ownership are transferred to the customet, which is at the point of sale (ot on despatch for delivered
items)

The revenue and profit before taxation were derived from its principal activity and performed solely in the United Kingdom.

Pharmacy

Revenue includes cash sales and goods sold on credit, exclusive of VAT. NHS sales, included in Group revenuc arc
estimated for May to June by reference to the number of items dispensed, the expected cost of drugs, together with the
remuneration element published by the National Health Service. Revenue is recognised when the risks and rewards of
ownership are transferred to the customer, which is at the point of sale (or on despatch for delivered items)

Cement

Revenue fiom the sale of goods in the course of ordinary activities is measured at the fair value of the consideration received
or receivable, net of returns, trade discounts and volume rebates. Revenue is recogmsed on the despatch of goods to the
customer.

Investment Property

Revenue represents the gross value of rents receivahle. Rental income from operating leases is recognised on a straight-line
basis over the term ol the relevant lease. Initial direct costs incurred in negotiating and arranging operating leases arc added
to the carrying amount of the leased asset and recognised on a straight-line basis aver the lease teim,
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3. Significant accounting policies (continued)
Leases

The Group as lessee

Payments made under operating leases are recognised in the income statement on a straight-line basis over the term of the
lease l.ease incentives received are recognised in the income statement as an integral part of the total lease expense.

The Group as lessor

Rental income from operating leases is recognised on a straight-line basis over the term of the relevant lease.
Employee benefits

Defined contribution plans

A defined coniribution plan is a post-employmeni benefit plan under which the Company pays fixed contributions nto a
separate entity and will have no legal or constructive obhigation to pay further amounts. Obligations for contributions to
defined contribution pension plans are recognised as an expense in the income statement in the pertods during which services
are rendered by employees.

Defined benefit plans

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The Group’s net obligation
in respect of defined benefit pension plans and other post employment benefits is calculated by estimating the amount of
future benefit that employees have earned in return for their service in the current and prior periods; that benefit is discounted
to deterniine its present value, and the fair value of any plan assets (at bid price) are deducted. The Group determines the net
interest on the net defined benefit liability/asset for the period by applying the discount rate used to measure the defined
benefit abligation at the beginning of the annual period to the net defined benefit lability/(asset).

The discount rate is the yield at the reporting date on bonds that bave a credit r1ating of at [east AA that have maturity dates
approximating the terms of the Group’s obligations and that are denominated in the currency in which the benefits are
expected to be paid.

Remeasurements arising from defined benefit plans comprise actuarial gains and losses, the return on plan assets (excluding
interest) and the effect of the asset ceiling (if any, excluding interest). The Group recognises them immediately in other
comprehensive income and all other expenses related to defined benefit plans in employee benefit expenses in profit or loss,

When the benefits of a plan are changed, or when a plan is curtailed, the portion of the changed benefit related to past service
by employees, or the gain or loss on curtailment, is recognised immediately in profit or loss when the plan amendment or
curtailment occurs.

The calculation of the defined benefit obligations is performed by a qualified actuary using the projected unit credit method.
When the calculation results in a benefit 1o the Group, the recognised asset is limited to the present value of benefits
available in the form of any future refunds from the plan or reductions in future contributions and takes into account the
adverse effect of any minimum funding requirements.

The Group recognises gains and lasses an the settlement of a defined benefit plan when the settlement occurs. The gain or
loss on a settlement is the difference between the present value of the detined benetit obligation being settled as determined
on the date of setilement and the settlement price, including any plan assets transferred and any payments made directly by
the Group in connection with the settlement.

The Group presents defined benefit costs within administrative expenses (see note 35) in its consolidated inconie statement.
Net-interest expense ot income is recognised within finance expenses (see note 13),

Investment property

[nvestment property, which is property held to earn rentals and / or for capital appreciation (including property under
construction for such purposes). is stated at its fair value at the balance sheet date. Gains or losses arising from changes in
the fair value of investment property are included in profit or loss for the peried in which they arise.

An investment property is derecognised upon disposal or when the investment property is permanently withdrawn trom use
and no future economic benefits are expected from the disposal. Any gain or loss arising on derecognition of the property
(calculated as the difference between the net disposal proceeds and the carrying amount of the asset) is included in profit or
loss in the period in which the property is derecognised.

Rental income trom investment property is accounted for as described in the revenue recagnition accounting policy.
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Taxation

Tax on the prafit or loss for the year comprises current and deferred tax. Tax is recognised in the income statement except to
the extent that it relates to items recognised directly in equity, in which case it is recognised in equity.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates enacted or
substantively enacted at the balance shect date, and any adjustment to tax payable in respect of previous years,

Deferred tax is provided on temporary differences between the carrying amounts of assets and labilities for financial
reporting purposes and the amounts used for taxation purposes. The following temporary differences are not provided for: the
initial recognition of goodwill; the initial recognition of assets or liabilities that attect neither accounting nor taxable profit
other than in a business combination, and differences relating to investments in subsidiaries to the extent that they will
probably not reverse in the foreseeable future. The amount of defeired tax provided 1s based on the expected manner of
realisation ot settlement of the carrying amount of assets and liabulities, using tax rates enacted or substantively enacted at the
balance sheet date

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available against
which the temporary difference can be utilised For investment property that is measured at fair value deferred tax is
provided at the rate applicable to the sale of the property except for that part of the property that is depreciable and the
Group’s business model is to consume substantially all of the value through use. In the latter case the tax rate applicable to
income is used.

Property, plant and equipment

Property, plant and equipment within the trading Group are stated at historical cost less accumulated depreciation and
accunulated impairment losses. Where parls of an item of property, plant and equipment have different useful lives, they are
accounted for as separate items of property, plant and equipment.

Land and buildings within the Banking Group are revalued by professionally qualified valuers every 24 months to ensure that
their net carrying value does not differ materially trom their fair value. A surplus arising on revaluation is credited to the
surplus on revaluation of fixed assets account. Any deficit arising on subsequent revaluation of fixed assets is adjusted
against the balance in the above-mentioned surplus account The surplus on revaluation of fixed assets, to the extent of
incremental depreciation, 15 transferred te unappropriated profit.

Leases in which the Group assumes substantially all the risks and rewards of ownership of the leased asset are classified as
finance leases. Where land and buildings are held under leases the accounting treatment of the land is considered separately
from that of the buildings. Leased assets acquired by way of finance lease are stated at an amount equal to the lower of their
fair value and the present value of the minimum lease payments at inception of the lease, less accumulated depreciation and
less accumulated impairment losses. Lease payments arc accounted for as described above

Assets in the course of construction represent the assets under development but not yet complete at the balance sheet date.
All such assets are held at cost and transferred to the relevant asset class on completion.

Depreciation method, useful lives and residual value are reviewed at each balance sheet date. Depreciation is charged to the
income statement for all property, plant and equipment other than freehold and long leasehold land at rates calculated to
write each asset down to its estimated residual value over its expected useful life as follows:

Freehold and long leasehold properties 2% straight line

Plant and machinery 5 - 25% straight line or reducing balance
Fixtures. fittings and equipment 10 - 25% 1educing balance
Motor vehicles 20 - 25% reducing balance

Classification of financial instruments issued by the Group

Following the adoption of [AS 32, financial instruments issued by the Group are treated as equity only to the extent that they
meet the following two conditions:

{a) they mclude no contractual obligations upon the Group to deliver cash or other financial assets or to exchange financial
assets or financial liabilities with another party under conditions that are potentially unfavourable to the Group: and

{b) whete the instrument will or may be settled in the Company’s own equity nstruments, it 18 either a non-derivative that
includes no obligation to deliver a variable number of the Company’s own equity nstruments o1 is a derivative that will be
settled by the Company’s exchanging a fixed amount of cash or other financial assets fot a fixed nuember of its own equity
instrunients.
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Classification of financial instruments issued by the Group (continued)

To the extent that this definition is not met, the proceeds of issue are classified as a financial liability. Where the instrument
so classified takes the legal form of the Company’s own shares, the amounts presented in these financial statements for called
up share capitai and share prtemium account exclude amounts in relation to those shares.

Non-derivative financial instruments

Non-derivative financial instruments comprise investments in equity and debt securities, trade and other receivables, cash
and cash equivalents, interest-bearing loans and borrowings, and trade and other payables.

Investments in debt and equity securities

[avestments in debt and equity securities are stated at amortised cost less impairment. Financial instruments held tor trading
or designated upon initial recognition are stated at fair value, with any resultant gain or loss recognised in profit or loss.

QOther investments in debt and equity securities held by the Group are classified as being available-for-sale and are stated at
fair value, with any resultant gain or loss being recognised directly in equity (in the fair value reserve), except for impairment
losses and, in the case of monetary items such a debt securities, foreign cxchange gains and losses. When these investments
are derecognised, the cumulative gain or loss previously recognised directly in equity is recognised in profit or loss. Where
these investiments are interest-bearing, interest calculated using the etfective interest method is recognised in profit or loss.

Trade and other recervables

Trade and other receivables are recognised initially at fair value. Subsequent to initial recognition they are measured at
amortised cost using the effective interest method, less any impairment losses.

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits. Bank overdratts that are repayable on demand and form
an integral part of the Group’s cash management are included as a component of cash and cash equivalents for the purpose
only of the cash flow statement.

Interest-bearing loans and borrowings

Interest-bearing borrowings are recognised initially at fair value less attributable transaction costs. Subsequent to initial
recognition, interest-bearing borrowings are stated at amortised cost using the effective interest method, less any impairment
losses.

Trade and other pavables

Trade and other payables are recognised initially at fair value. Subsequent to initial recognition they are measured at
amortised cost using the effective interest method.

Infra-group financial instrument

Where the Company eniers into financial guarantee contracts to guarantee the indebtedness of other compames within its
Group, the Company considers these to be insurance arrangements and accounts for them as such. In this respect, the
Company treats the guarantee contract as a contingent liability until such time as it becomes probable that the Company will
be required to make a payment under the guarantee,

Trrventories

Inventories are stated at the lower of cost and net reakisable value, Cost comprises direct materials and, where applicable,
direct labour costs and those overheads that have been incurred 1 bringing the inventories to their present location and
condition. Cost is calculated using the weighted average method. Net realisable value represents the estimated setling price
less all estimated costs of completion and costs to be incurred in marketing, selling and distribution. Provision is made for
obsolete and slow moving items.

Impairment excluding inventories, investmenté properties and deferred tax assets
Financial assets (including receivables)

A financial asset not carried at fair value through profit or loss is assessed at each teporting date to determine whether there
is objective cvidence that it is impaired. A financial asset is impaired if objective evidence indicates that a loss event has
occurred afler the initial recognition of the asset, and that the loss cvent had a negative effect on the estimated future cash
tlows of that asset that can be estimated reliably.
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3. Significant accounting policies {continued}

Impairmeny excluding inventories, investment properties and deferred fax assets (continued)
Financial assets (including receivables) (continued)

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the ditference between its
carrying amount and the present value of the estimated future cash flows discounted at the asset’s original eftective interest
rate. Interest on the impaired asset continues to be recognised through the unwinding of the discount. When a subsequent
event causes the amount of impairment loss to decrease, the decrease in impairment loss is reversed through profit or loss,

Non-firancial assels

The carrying amounis of the Group’s non-financial assets, other than invesiment property, inventories and deterred {ax
assefs, are reviewed at each reporting date to determine whether there is any indication of impairment If any such indication
exists, then the asset’s recoverable amount is estimated. For goodwill, and intangible assets that have indefinite useful lives
or that are npt yet available for use. the recoverable amount is estumated each year at the same trme.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value less costs to sell.
In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate
that retlects current market assessments of the time value of money and the risks specific to the asset. Tor the purpose of
impairment testing, assets that cannot be tested individually are grouped together into the smallest group of assets that
generates cash inflows from continuing use that are largely independent of the cash inflows of other assets or groups of assets
(the ~cash-generating unit™). The goodwill acquired in a business combination, for the purpose of impairment testing, is
allocated to cash-generating units, or (“CGU™). Subject to an operating segment ceiling test. for the purposes of goodwill
impaitment testing, CGUs to which goodwil] has been allocated are aggregated so that the level at which impairment is
tested reflects the lowest level at which goodwill is monitored for internal reporting purposes. Goodwill acquired in a
business combination is allocated to groups of CGUs that are expected to benefit from the synergies of the combination.

An impairment loss is recognised if the camrying amount of an asset or its CGU exceeds its estimated recoverable amount.
Impairment losses are recognised in profit or loss. Impaiwrment fosses recognised in respect of CGUs are allocated first to
reduce the carrying amount of any goodwill allocated to the units, and then to reduce the carrying amounts of the other assets
in the unit (group of units) on a pro rata basis.

Aun impairment loss in respect of goodwill is not reversed. In respect of other assets, unpairment losses recognised in prior
periods are assessed at each reporting date for any indications that the loss has decreased or no longer exists. An impairment
loss is reversed 1f there has been a change in the estimates used to determine the recoverable amount. An impairment loss is
reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that would have been
determined, net of depreciation or amortisation, if no impairment loss had been recognised.

Provisions

A provision is recognised in the balance sheet when the Group has a present legal or constructive obligation as a result of a
past event, that can be reliably measured and it is prabable that an outflow of economic benefits will be required to settle the
obligation. Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects risks
specific to the liability.

Retrospective rebates and discounts

The Group’s cash and carry subsidiaries negotiate discounts directly with suppliers. These discounts are accounted for once
the Directots are confident that those companies are entitled to the discount. Supplier allowances and credits are recorded as
a reduction of cost of sales as they ate earned according to the underlying agreement. Allowances consist primaiily of
premotional allewances, quantity discounts and payments under merchandising agreements Amounts rceeived under
pramotional or other merchandising allowance agreements thal require specific perfoimance are recognised when the
performance is satisfied. the amount is fixed and determinable and the collection is reasonably assured.

Financial income and expenses

Interest income and interest payable 1s recognised in profit or loss as it accrues, using the effective interest method. Dhvidend
Income is recognised in the income statement on the date the entity’s right to receive payments is established. Toreign
currency gains and losses are reported on a net basis

Reserves Categorisation
Translation peserve

The translation reserve comprises all foreign cunency dififerences arising from the translation of the financial statements of
foreign operations. as well as the effective portion of any foreign currency differcaces arising from hedges of a net
investment n a foreign operations.
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3. Significant accounting policies (continued)
Reserves Categorisation (continued)

URI. Funds

The reserve perlatning to UBL funds relates to the consotidated geoeral reserve position on the mutual funds under
management of UBL Fund Managers Limited.

Statutory reserve

The statutory reserve is in relation to the requisition of State of Bank of Pakistan’s Banking Companies Ordinance, which
requires the transfer of certain percentage of profits to a statutory capital reserve to meet capital adequacy requirements.

Revaluation reserves

The revaluation reserve relates to the revaluation of property, plant and equipment immediately before its reclassification as
investment property and the revaluation of availabie for sale securities.

The Banking Group additional specific accounting policies

Interest income and expense

[nterest income and expense are recognised in profit or loss using the effective interest method. The “effective interest rate’ is
the rate that exactly discounts the estimates future cash payments and receipts through the expected life of the financial asset
or financial liability (or, where appropriate, a shorter period) to the carrying amount of the financial asset or financial
liability. When calculating the effective interest rate, the Group estimates future cash flows considering all contractual terms
of the financial insirument, but not future credit losses.

The calculation of the effective interest rate includes transaction costs and fees and points paid or received that ate an integral
part of the effective interest rate. Transaction costs include incremental costs that are directly attributable to the acquisition or
issue of a financial asset or financial liability.

Interest income and expense presented in the statement of profit or loss and OCl include:

- Interest on linancial assets and financial Liabilities measured at amortised cost calculated on an effective interest
basis; and

- Interest on available-for-sale investment sccurities calculated on an effective interest basis

Fair value changes on other derivatives held for risk management purposes, and other financial assets and financial liabilities
carried at FVTPL are presented in net income from other financial instruments at FVTPL in the statement of profit or loss
and OCI.,

Fees, commission and brokerage income

Fees. commission and brokerage income are recognised during the year on an accrual basis when the service has been
rendered, except when those fees are an adjustment to the yield on the related asset, in which case they are amortised over the
expected maturity of the asset using the etfective interest rate method.

Dividend income

Dividend income is recognised when the right to receive the dividend is established.
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3. Significant accounting policies fcontinued)

The Banking Group additional specific accounting policies fcontinued)
Insurance revenue

Premium teceived under a policy is recognised as written from the date of attachment of the policy to which it relates.
Premium incone under a policy is recognised over the period of insurance fron inception to expiry as follows:

(a) For direct business, evenly over the period of the policy:
(b) For proportional reinsurance busincss, evenly over the period of underlying insurance policies; and
(¢) For non-proportional reinsurance business, in accordance with the pattern of the reinsurance service.

Where the pattern of incidence of risk varies over the period of the policy, premium is recogmsed as revenue in accordance
with the pattern of'the incidence of risk.

Administrative surcharge is recognised as premium at the time the policies are written.

Commission income from re insurers is recognised at the time of issuance of the underlying insurance policy by the Banking
Group. 'This income is detined and accounted {or as revenue in accordance with the pattern of recognition of the reinsurance
premium to which it relates. Profit commission, if any, which the Banking Group may be entitled to under the terms of
reinsurance is recognised on an accrual basis.

Dividend income is recognised when the right to receive the dividend is established.
Gain / loss on sale / redemption of investments is taken to profit and oss account in the year of sale / redemption

Profit on held to maturity instruments is recognised on a time proportion hasis taking into account the effective yield on the
investment.

Interest / profit on bank deposit accounts is accounted for on an accrual basts.
Foreign currency transactions

Transactions in foreign currencies are translated at the foreign exchange rates prevailing on the transaction date. Monetary
asscts and liabilities in foreign currencies are expressed in GBP terms at the rates of exchange prevailing at the statement of
financial position date (£1; PKR 136.11). Forwaid foreign exchange contracts and foreign bills purchased are measured at
fair value using forward exchange rates applicable to their respective maturities

Non-moenetary assets and liabilities in foreign currencies are expressed in GBP terms at the rates of exchange prevailing at
the date of initial recogpition of the non-monetary assets or liabilities

Translation gains and {osses

Translation gains and losses are taken to the profit and loss account, except those arising on translation of foreign currency
equity securities classified as Available for Sale and on translation of the net investment in foreign branches and subsidiaries
which are taken to reserves until the disposal of the net investment, at which time these are recognised in the profit and loss
account.

Foreign operations and subsidiaries

The assets and liabilities of foreign operations and subsidiaries are translated to GBP at exchange rates prevailing at the
statement of financial position date. The results of foreign operations and subsidiaries are translated at the average rate of
exchange for the year.

Loans and advances

Loans and advances to banks/customers are initially measured at fair value plus incremental direct transaction costs and
subsequently measured at then amortised cost (less impairment losses) using the effective interest method. For details
pertaming to impairment, refer to accounting policy seetion on impairment

Advances ate written off when there is no realistic prospect of tecovery The amount so written off is a book eéntry and does
not necessatily prejudice the Banking Group's tight of recovery against the custemer,
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3. Significant accounting policies {(continued)

The Banking Group additional specific accounting policies (continued)
Restructured Loans

A restructured loan is one where the Banking Group., for economic or legal reasons relating to the borrower's difficulty,
grants to the borrower concessions that would not be considered in normal circumsiances. Restructuring would normally
involve modification of the terms ot advances / securities which could include alteration of repayment period / repayable
amount / the amount of instalments / rate of interest (due to reasons other than competition). The restructuring of an asset is
only granted in situations where the customer has showed a willingness to repay the borrowing and is expected to be able to
meet the revised terms of the restructuring. The restructured troubled loan is measured by reducing its recorded value to its
net realisable value, taking into account the cost of all concessions at the date of the restructuring. The reduction in the
carrying value is recorded as a charge to the protit and loss statement in the period in which the loan is restructured.

[n relation to loans and advances, the modifications of terms and conditions related to security and collateral arrangements or
the waiver of certain covenants which do not affect payment arrangements, are not regarded as sufficient indicators of
impairment or restructuring, as such changes do not necessarily indicate credit issues affecting the borrower's payment
ability.

The Banking Group derecognises a loan when there are substantial modifications to the terms of the loan on restructuring
Reverse Repurchase agreement

In this case, the amount advanced (being the purchase price) is classified as loans and advances while the differential
between the purchase price and the resale price is amortised over the period of the agreement and recorded as interest
income. Securities held as collateral are not recognized in the books, unless these are sold to third parties, in which case the
obligation to return them is recorded at fair value as a trading liability under borrowings from financial institutions.

Investment securities

Investments of the Group, other than investments in subsidiaries and associates, are classified as held for trading, held to
maturity and available for sale.

Held for trading

The Group classifies its investrents in equity and debt instruments as held for trading and these ave fair valued with any
gains / losses taken through profit and loss. These are the securities which are either acquired for generating a profit trom
short-term fluctuations in market prices, interest rate movements and dealer’s margin, or are securities included in a portfolio
in which a pattern of short term profit taking exists.

Held to maturity

These are securities with fixed or determinable payments and fixed maturities, in respect of which the Banking Group has the
positive intent and ability to hold to maturity.

Available for sale

These are investments, other than those in subsidiaries and associates that do not fall under the held for trading or held to
maturity categories.

Initial measurement

All purchases and sales of investments are recognised on the trade date, L.e. the date that the Group commits to purchase or
sell the investment. Investments are initially recognised at fair value which, in the case of investments other than held for
trading, includes transaction costs associated with the investments. Transaction costs on investments held for trading are
expensed as incurred.

Subsequent measurement
Held for trading

These are measured at subsequent reporting dates at fair value. Gains and losses on re-measurement are included in the profit
and loss account.

Held fo maturity

These are measured at amortised cost using the effective interest rate method, less any impairment loss recognised to reflect
irrecoverable amounts.
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3. Significant accounting policies (comtinued)

The Banking Group additional specific accounting policies (continued)
Investment securities (continued)

Subsequent measurement (continued)

Available for sale

[nvestments in debt and equity securities held by the Group are classificd as being available-for-sale and are stated at fair
value, with any resultant gain or loss being recognised directly in equity (in the revaluation reserve), except for impairment
losses. When these investments are derecognised, thc cumulative gain or loss previously recognised directly in equity is
recognised in profit or toss.

Financial assets
Initial measurement
All financial agsets are recognised initially at fair value other than specific policies disclosed for Loans and advances.

Subsequent measurement

Financial assets, other than the specific items mentioned above, are carried at fair value with changes reportable to profit and
loss.

Derecognition
Financial assets are derecognised when the right (o receive the cashflows has expired.

Impairment

Losses tor impaired loans are recognised when there is objective evidence that impairment of a loan or portfolio of loans has
occurred Losses which may anse from future events are not recognised.

Imparrment of financial instruments carried at amortised cost or debt securities

The Banking Group considers evidence of impairment for loans and advances, held-to-maturity and available for sale
investment securities at both a specific asset and a collective level All individually significant loans and advances and held-
to-maturity investment securities are assessed for specific impairment. Those found not to be specifically impaired are then
collectively assessed for any impairment that has been incurred but not yet identified. Loans and advances and held-to-
malurity investment securities that are not individually significant are collectively assessed for impairment by grouping
together loans and advances and held-to-maturity investment securities with similar risk characteristics.

The Banking Group assesses a financial asset for specific impairment if it becomes probable that the borrower 15 facing
significant financial difficulty. The Banking Group also assesses for specific impairment and makes specific provision if
necessary, if there is evidence of any significant credit deterioration or any event which indicates a reduced ability for the
borrower to repay its interest and principal. The indicators of impairment can include, among other things:

a) Net worth of the risk counterparty / borrower turning negative

b) Delay in interest and or principal repayments

¢) Breach in financial covenants

d) Likelihood of borrower entering bankruptey / financial reorganization.

e) Rating downgrade by external credit rating agencies.

Y Natignal or local economic conditions that correlate with defaults on the assets in the borrower group {e.g. an
increase in the unemployment rate in the geographical area of the borrowers, a decrease in oil prices for loan assets
to ofl producers, or adverse changes in industry conditions that affect the borrowers in the group).

g)  Substantial decline in value of secunity provided lo the Bank, especially when security is prime consideration for
the lending. The unsecured portion of the exposure may be subjected to impairment tesuing.

h)  Invocation of contractual comiort by the Bank such as corporate guarantee/put option which is not honoured by the
countcrparty

In assessing collective impairment, the Banking Group uses statistical modelling of historical trends of the probabifity of
default, the timing of recoveries and the amount of loss incutred, and makes an adjustment if’ curtent economic and credit
conditions arc such that the actual losses are likely to be greater ot lesser than is suggested by historical iends. Default rates,
loss rates and the expected timing of future recoveries are regularly benchmarked against actual outcomes to ensure that they
remain appropriate
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3. Significant accounting policies (continued)

The Banking Group additional specific accounting policies (continued)
Impairment (continued)

Impaiment losses on loans and receivables and debt securities classified as held to maturily are calculated as the difference
between the carrying amount and the present value of estimated futute cash flows discounted at the asset’s original effective
interest rate.

Impairment losses are recognised in profit or loss and reflected in an allowance account against loans and receivables or
held-to-maturity investment securities If an event occurring after the impairment was 1ecognised causes the amount of
impairment loss to decrease. then the decrease 1n impairment loss is reversed through profit or loss.

Impairment of available for sale debt securities

Impairment losses on available for sale (AFS) investment securities are recognised by reclassifying the losses accumulated in
the revaluation reserve in equity to profit or loss. The cumulative loss that is reclassified from equity to profit or loss is the
ditference between the acquisition cost. net of any principal repayment and amortisation, and the current fair value, less any
impairment loss previously recognised in profit or loss. If, in a subsequent period, the fair value of an AFS debt instrument
increases and the increase can be objectively related to an event happening after the impairment loss was recognised, then the
impairment loss is reversed, with the amount of the reversal recognised in profit or loss.

1AS 39 does not further describe the nature of an 'event’ that gives rise to reversal of an impairment loss through protit or
loss, nor does it discuss situations in which there continues to he some objective evidence of impairment but in which the
amount of the impairment may be reduced

The Banking Group considers all available evidence of impairment, including observable market data or information about
events specifically relating to the securities which may result in a shortfall in recovery of future cash flows These events
may include a significant financial difficulty of the issuer, a breach of contract such as a default, bankruptcy or other
financial reorganisation, or the disappearance of an active market for the debt security because of financial difficulties
relating to the issver, information about the issuer's liquidity, business and financial risk exposures. level of and trends in
default for similar financial assets, national and local economic conditions. While assessing for objective evidence of
impairment, the Group considers the performance of the underlying collateral, changes in credit rating, credit enhancements,
default events etc.

Impairment loss is calculated as the difference between the carrying amount and the fair value.

Impairment losses are recognised in profit or loss. If an eveni occurring after the impairment was recognised causes the
amount of impairment |oss to decrease, then the decrease in impairment loss is reversed through profit or loss.

Available for sale equity investments are impaired when there has been a significant or prolonged decline in their fair value
below their cost. The determination of what is significant or prolonged requires judgment. In making this judgment, the
Group evaluates, amonhg other factors, the normal volatility in share price.

Impairment of investments in associates

The Group considers that a decline in the recoverable value of the investment in an associate below its cost may be evidence
of impairment. Recoverable value is calculated as the higher of fair value less costs to sell and value in use. An impairment
loss is recognised when the recoverable value falls below the carrying value and is charged to the profit and loss account. A
subsequent reversal of an impairment loss, up to the cost of the investment in the associate. is credited to the prefit and loss
aceount.

Impairment m non-financial assets (excluding deferred tax)

The carrying amounts of non-financial assets are reviewed at each reporting date for impairment whenever events or changes
in circumstances indicate that the carrying amounts of these assets may not be recoverable. If such indication exists, and
where the carrying value exceeds the estimated recoverable amount, assets are written down to their recoverable amount. The
resulting impairment loss is charged to the profit and loss account except for an impairment loss on revalued assets, which is
adjusted against the related revaluation surplus to the extent that the impairment loss does not exceed the revaluation surplus.

Derivative financial instruments

Derivative financial instruments are included in trade and other receivables and are initially recognised at fair value on the
date on which the derivative contract is entered intc and are subsequently re-measured at fair value using appropriate
valuation techniques. All derivative financial instruments are carried as assets when their fair value is positive and liabilities
when their fair value is negative. Any change in the fair value of derivative financial instruments during the period is taken to
the profit and loss account.
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3. Significant accounting policies (continued)

The Banking Group additional specific accounting policies (continued)
Hedge accounting

The Banking Group makes usc of derivative instruments to manage exposures to interest rate and foreign currency. In order
to manage particular risks, the Banking Group may undertake a hedge. The Banking Group applies hedge accounting for
transactions which meet the specified ¢riteria,

At the inception of the hedging relationship, the Banking Group formally documents the relationship between the hedged
item and the hedging instrument, mmcluding the nature of the risk. the objective and strategy for undertaking the hedge and the
method that will be used to assess the effectiveness of the hedging relationship. A formal assessment is also undertaken to
ascertain whether the hedging instrument is expected to be highly effective in offsetting the designated risk in the hedged
item. A hedge 13 regarded as highly effective if, during the period for which the hedge is designated, changes in the fair value
or cash flows attributable to the hedged item are expected to be offset by between 80% to 125% by corresponding changes in
the fair value or cash flows attributable to the hedging instrument.

For qualifying cash flow hedges, the fair value gain or loss associated with the cffective portion of the cash flow hedge is
recognised initially in the statement of changes in equity, and recycled through the profit and loss account wn the periods
when the hedged item will affect profit or loss. Any gain or lass on the ineffective portion of the hedging instrument is
recogiused in the profit and loss account immediately.

When a hedging instrument expires or is sold, or when a hedge no longer mects the criteria for hedge accounting, any
cumulative gain or loss existing in equity at that time remains in equity and is recognised when the hedged item is ultimately
recognised in the profit and loss account.

Non-derivative financial instruntents

Non-derivative financial instruments comprise investments, trade and other debtors. cash and cash equivalents. loans and
borrowings, and trade other creditors

Offsetting financial instruments

Financial assets and financial liabilities are set off and the net amount 1s reported in the financial statements when there is a
currently legally enforceable right to set off and the Banking Group intends to either settle on a net basis. or to realise the
assets and 1o settle the liabilities simultaneously.

Fair valye measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date in the principal or, in its absence, the most advantageous market to which the
Banking Group has access to at that date. The fair value of a liability reflects its non-performance risk.

When avaijlable, the Banking Group measures the fair value of an instrument using the quoted price in an active market for
that instturnent. A market is regarded as active if transactions for the asset or liability take place with sufficient frequency
and volume to provide pricing information on an ongoing basis.

If there is no quoted price in an active market, the Banking Group then uses valuation techniques that maximise the use of
relevant observable inputs and minimise the use of unobservable mputs.

The best evidence of the fair value of a financial instrument at initial recognition is normally the ransaction price — i.e. the

fait value of the consideration given or received.

The Banking Group recognises transters (if any) between levels of the fair value hierarchy as of the end of the reporting
period.

Borrowings and deposits

Borrowings and deposits from banks and deposits from customers are recorded at fait value which is the amount of proceeds
received and subsequently under amortised cost accounting,

Borrowings from banks also include securitics sold under repurchase agreements. Securities sold subject to a repurchasc
agreement ate continued to be recorded as investments since the risk and rewards associated with the security is not
transterred while the amount of cash advanced is reported as borrowings lrom financial institutions. The differential between
the sale price and the repurchase price is amortised over the period of the agreement and tecorded as an interest expense.

Deposity include remunerative and nen-temunerative deposits, Non-remunerative deposits are non interest bearing whereas
the remunerative deposits are of saving ot term nature with interest component.
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3. Significant accounting policies (confinued)

The Banking Group additional specific accounting policies (continued)
Bills payable

Bills payable represent payables against the banker's cheques which are secured cheques by the Banking Group in favor of
payee afler collection of funds from the remitter.

Provisions

A provision is recognised if, as a result of a past event, the Banking Group has a present legal or constructive obligation that
can be estimated reliably, and it is probable that an cutflow of economic benefits will be required to settle an obligation.
Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and the risks specific to the liability. The unwinding of the discount is recognised as
a finance cost.

Insurance contracts

Insurance contracts are those contracts under which the Banking Group as insurer has accepted significant insurance risk
from the insurance contract holder (insured) by agreeing to compensate the insured if a specified uncertain future event (the
insured event) adversely affects the insured. Once a contract has been classified as an insurance centract it remains an
insurance contract for the remainder of its lifetime, even if the insurance risk reduces significantly during this period, unless
all rights and obligations are extinguished or expire.

The takaful contracts are based on the principles of Wakala. The takaful contracts which are agreed, usually adopt the
concept of tabarru (to donate for benefit of others) and mutual sharing of losses with the overall objective of eliminating the
element of uncertainty.

Leases (ljarah}

Assets leased out under ljarah are considered to be operating lease and are stated at cost less accumulated depreciation and
accumulated impairment losses, if any. Assets under Ljarah are depreciated over the term of the lease.

ljarah income is recognized on an accrual basis.

Insurance contracts / takaful are classified into following main categories, depending on the duration of risk and whether or
not the terms and conditions are fixed.

- Fire and property damage

- Marine, aviation and transport
-~ Motor

- Miscelianeous

These contracts are normally one year insurance contracts except marine and some contracts of fire and property and
miscellaneous class. Normally all marine insurance contracts and some fire and property contracts have three months period.
In miscellaneous class, some engineering nsurance contracts have more than one year period whereas nornlally tiavel
insurance contracts expired within one month time.

Fire and property insurance contracts mainly compensate the Banking Group’s customers for damage suffered to their
properties or for the value ot property lost. Customers who undertake commercial activities on their premises could also
receive compensation for the loss of earnings caused by the inability to use the insured properties in theil business activities.

Marine, aviation and transport insurance covers the loss or damage of ships, cargo, terminals, and any transport or property
by which cargo is transferred, acquired, or held between the points of origin and final destination.

Mator insurance is to provide protection against losses incurred as a result of traffic accidents and against liability that could
be incurred in an accident.

Miscellaneous insurance includes various types of coverage mainly burglary. loss of cash in safe and cash in transit,
engineering losses, accident and health, money and other coverage

Bankers blanket insurance covers losses as a result of dishonest or fraudulent acts by officers and employees of the bank,
including on premises coverage of cash, coverage of cash during transit and coverage of forged cheques.

The Banking Group also accepts insurance nisk pertaining to insurance contracts of other insurer as reinsurance inward I'he
insurance risk involved in these contracts is similar to the contracts undertaken by the Banking Group as insuter. All
reinsurance inward contracts are facultative (specific risk) acceptance contracts.
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3. Significant accounting policies (continued)

The Banking Group additional specific accounting policies (continued)
Reinsurance contracts

These are contracts entered into by the Banking Group with reinsurers for compensation of losses suffered on insmance
contracts issued. These reinsurance contracts include both facultative and treaty arrangements contracts and are classified in
same categorics of insurance contracts for the purpose of these special purpose financial statements.

Reinsurance assets represent balances due from reinsurance companies and reinsurance recoveries against outstanding
claims Due from reinsurance companies are carried at cosl less any provision for impairment. Cost represents the fair value
of the congideration to be received. Reinsurance recoveries against outstanding claims are measured at the amount expected
to be received

Reinsurance assets are not offsel against related insurance liabilities. Income or expenses from reinsurance contract are not
offsct against expenses or income from related insurance assets.

Reinsurance liabilities represent balances due to reinsurance companies Due to reinsurance companies are carried at cost
which is the fair value of the consideration to be paid.

Reinsurance assets or liabilities are derecognised when the contractual rights are extinguished or expired.
Insurance contracy liabilities

The Ranking Group recognizes liability in respect of all claims incurred up to the statement of financial position date which
is measured at the undiscounted value of expected future payments. These liabilities are known as provision for outstanding
claims, The claims are considered at time of the incident giving rise to the claim except as otherwise expressly indicated in
the insurance contract The liability for claims includes amount in relation to unpaid reported claim, claims mcurred but not
reported (IBNR) and expected claims settlement cost.

Provision for hability in respect of unpaid reported claims is made on the basis of individual case estimates.
Staff retirement and other benefits
The Banking Gronp operates the following staff retirement schemes for its employees

a) For new employees and for those who opted for the below mentioned conversion option introduced in 2001, the Banking
Group operates,

- an approved contributory provident fund (defined contribution scheme), and
- an approved gratuity scheme (defined benefit scheme).

b) For employees who have not opted for the conversion option introduced in 2001. the Banking Group operates :

- an approved non-contributory provident fund in lieu of the contributory provident fund: and
- an approved funded pension scheme, introduced in 1986 (defined benefit scheme).

In 2001, the Banking Group modified the pension scheme and introduced a conversion option for employees covered under
option (b) above to move to option (a). This conversion option ceased on 31 December 2003.

The Banking Group also operates a contributory benevolent fund for all its eligible employees (defined benefit scheme).

Annual contributions towards defined benetit schemes arc made on the basis of actuarial advice using the Projected Unit
Credit Method.

For the defined contribution scheme, the Banking Group pays contributions to the fund on a petiodic basis and has no further
payment obligation once the contributions have been paid. The contributions are recognised as an expense when the
abligation to make payments to the fund has been established. Prepaid contributions are recognised as an asset to the extent
that a eash refund or a reduction in future payments is available.

Other benefits
a) Employees’ compensated absences

The Banking Group makes provisions for compensated vested and non-vested absences accumulated by its eligible
employees on the basis of actuatial advice under the Projected Unit Credit Method

b) Post retirement medical benetits (defined benefit scheme)
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3. Significant accounting policies (continued)

The Banking Group additional specific accounting policies fcontined)
Staff retirement and other benefits (continued)

The Banking Group provides post retirement medical benefits to eligible retived employees. Provision is made on the basis of’
actuarial advice under the Projected Unit Credit Method.

c}) Employee motivafion and retention scheme

The Banking Group has a long term motivation and retention scheme for its employees. The liability of the Banking Group
1 respect of the schene for each year, ifany, is fixed, and s accounted for in the year ta which the scheme relates,

Remeasurement of Defined Benefit Obliganions

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions are recognised in the
statement of comprehensive income when they occur with no subsequent recycling through the profit and loss account.

Actuarial gains and losses pertaining to long term compensated absences are recognised in the profit and loss account
immediately.

4. Operating segments

The Group’s revenue and profit before taxation arose principally from its banking, cement, wholesale and pharmacy
activities. The Group’s revenue, profits before taxation and net assets are principally attributable to activities in the United
Kingdom and Pakistan. Segmental analysis is presented after elimination of inira-group sales, profits / (losses) and balances.

The Holding Company analysis disclosed below pertains to Bestway (Holdings) Limited, Bestway UK HoldCa Limited and
Bestway Securities Limited. Included within these figures are the interest costs relating to debt required for the acquisition of
Bestway Panacea Holdings Limited, impairment of goodwill for all entities where goadwill arises in the holding company,
gains arising on the group reorganisation, foreign exchange movements and efumination of subsidiaries retained carnings on
acquisition where applicable.

Wholesale Pharmacy Cement Banking Holding Total

Group Companies
2017 2017 2017 2017 2017 2017
£000 £000 £000 £000 £000 £000
Revenue 1,779,797 779,208 388,716 - - 2,947,721
Net interest income - - - 432,300 - 432,300
Profit before taxation 33,717 3,555 124,942 318,395 62,924 543,533
Net assets 503,174 280,271 350,811 1,238,987 (334,027) 2,039,216
Wholesale Pharmacy Cement Banking Holding Total

Group Companies
2016 2016 2016 2016 2016 2016
£000 £000 £000 £000 £000 £000
Revenue 1,714,286 802,732 295.685 - - 2,812,703
Net interest income - - - 395,602 - 395,602
Profit / (loss) before taxation 7,109 27,542 96,731 307,779 (38,455) 400,706
Net assets 282,372 273,235 299,830 1,221,881 {186,488) 1,890,830
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5. Revenue

Trading Group

Wholesale. sale of goods
Pharmacy: sale of goods

Cement: sale of goods

[nvestment property- rental income

6. Interest income
Banking Group

Operating Inierest Income on.

Available for sale invesiments

Held for trading securities

Held to maturity securities

Loans and advances 10 tinancial institutions
[L.oans and advances to customers
Placement with banks

Interest income on individually impaired loans is £28.9 million (2016: £23.5 million}
6a. Net written premiums
Banking Group

Gross written premium
Gross premiums written
Change in provision for unearned premiums

Premuum ceded 1o reinsurer
Re-insurance ceded

Change in prepaid reinsurance premium ceded

Net written premiums

Bestway (Holdings) Limited
Registered number 01392861

Annual report and financial statements
For the year ended 30 June 2017

2017 2016
£000 £000
1,773,111 1,706,494
779,208 802,732
388,509 295,510
6,893 7.967
2,947,721 2,812,703
2017 2016
£000 £000
266,728 238,003
12,059 13,400
226,918 188,584
15,680 7,622
243,574 209,507
1,576 2,618
166,535 659.734
2017 2016
£000 £000
17,548 14,428
393 (2,377)
17,941 12,051
(10,058) (9,003)
(487) 1.463
(10,545) (7.540)
7,396 4511
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Notes (continued)

6b. Net benefits and claims

Banking Group

Fire

Marine
Motor
Miscellaneous

Tatal

Fire
Marine
Motor

Miscellaneous

Total

Gross benefits
and claims paid

2017
£000

(2,586)

(430)
(2,108)
(5,846)

(10,979)

Gross benefits
and claims paid

2016
£000

(821

(274)
(1,367)
(2,322}

(4,784)

Claims ceded to
reinsurers

2017
£000

2,347
386
355

4,218

7,306

Clatms ceded to
reinsurers

2016
£000

733
220
285

1,753

2,991

7. Net fee, commission and brokerage income

Banking Group

Commission on remittances

Rebate income on home remittances - net*

Commission on ATM / Debit cards
Corporate service charges / finance / facility fee
Commission on intercity cheque / cash deposit and

withdrawals

Comunission on cash management

Trade income

Bank assurance commission
Commission on consumer loans
Minimum balance charges
Commission on inward / outward cheque clearance
Commission on utility bills
Commission on cheque book issuance
Commission from financial institutions
Fee for management of funds

Others

Gross change in
contract liabilities

2017
£000

33
(56)
(104)
(2,618)

(2,447)

Gross change in
contract liabilities

2016
£000

(1,421)
(38)
65
{1.538)

(2,932

Bestway (Holdings) Limited
Registered nnumber 01392861

Annual report and tinancial statements

For the year ended 30 Junc 2017

Change in contract
liabilities ceded to
reinsurers

2017

£000

(225)
30
12

2,677

2,494

Change in contract
liabilities ceded to
reinsurers

2016

£000

1.367
56
(49)
1,354

2,728

2017
£000
10,101
6,859
8,581
11,0490
3,596

4,436
19,576
5,578
5,732
2,046
1,351
2,034
2,734
1,650
8,879
11,302

105,495

Net benefits
and claims

2017
£000

{133)
70
(1,845)
(1,569)

3617}

Net benefits
and claims

2016
£000

(142)
(36)
(1,066)
759

(1,997)

2016
£000
11,804
6,675
6,371
10,550
3,452

3,394
17,947
4,562
4,809
2,139
1,127
1,813
2,525
2,432
4,536
7,287

91,423

* This includes pay out to correspordents for home remittances amounting to £19.5 mullion (2016: £17 3 mullion)
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Notes (continued)
8. Other operating income

Trading Group

Net gain on disposal of investment property

Net gain on disposal of property. plant and equipment

Management fee income {rom a related party
Other income

Banking Group

Investment property rental income
Qther income

9. Gains and losses on investments

Ranking Group

Income from dealing in foreign currencics
Gain on sale of securitics - realised

Unrealised gain on revaluation of investments classified as held for trading

Other income

Bestway (Holdings) Limited
Registered number 01392861
Anmaal report and financia) statcments

2017
£000

13,548
206
4,101

2017
£000

1,576
521

2,097

2017
£000

13,174
37,656
466
4,640

55,936

For the year ended 30 June 2017

2016
£000

194
4,874
2,121

7,189

2016
£000

1,314
251

1,565

2016
£000

14,528
36.614
3,014
5,998

60,155

This relates to investment income, gains and losses relating to banking operations other than net interest mcome. Other

investment income is shown in note &, which relates to non-operating investment revenues.

10. Expenses and auditor's remuneration

[ncluded in profit arc the following:

Unrealised {gain) on revaluation of
investments classitied as held tor trading
Impairment of goodwill

(lncrease) in fair value of investment property
Operating expenses of investment property
Restructuring costs expensed asg incurred

Trading
Group
2017
£000

13,641
(3,523)
700

6

Banking

Group Total
2017 2017
£000 £000
(466) {466)

- 13,641

{209) (3,792)

- 700

- 6

Trading  Banking
Group Group

2016 2016
£000 £000

- (3014)
11,529 .
(3.045)  (2,975)
200 -
4,273 -

Total
2016
£000

(3,014)

11,529
(6,020)
200
4,273

The restructuring costs relate to the separation of the pharmacy business from its legal parent and set-up of the operation as a
discrete re-branded business known as Well Pharmacy. This process was completed in November 2015
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Notes (continued)

10. Expenses and auditor's remuneration (continued)

Auditor’s remuneration:

Audit of these financial statements

Amounts receivable by the Compeany's auditor gnd 1ts associates in respect of

Audit of financial statemients of subsidiaries of the Company

Taxation compliance services
Other tax advisory services

All other services

Bestway (11oldings) Limited
Registered number 01392861

Annual report and financial statements
Far the year ended 30 June 2017

2017
£000

-
th

658
202

69
192

1,136

2016
£0600

633
125

42

835

Amounts paid 1o the Company's auditor and its associates in respect of services to the Company, other than the audit of the
Company’s financial statements, have not been disclosed as the information is required instead to be disclosed on a

consolidated basis.

11. Staff numbers and costs

The average monthly number of emplayees (including executive Directors) was:

Office and Management
Retailing
Manufacturing
Distribution

Banking

Their aggregate remuneration comprised:

Wages & salaries
Social security costs
Qther pension costs

Trading Banking Trading  Banking

Group Group Total Group Group Total
2017 2017 2017 2016 2016 2016
Number Number Number Number  Number Numbe1
2,574 - 2,574 2,407 - 2.407
9,585 - 9,585 9,527 - 9,527
1,611 - 1,611 1,438 - 1,438
659 - 659 660 - 660
- 10,693 10,693 - 10,256 10,256
14,429 10,693 25,122 14,032 10.256 24,288

Trading Banking Trading  Banking
Group Group Total Group Group Total
2017 2017 2017 2016 2016 2016
£000 £000 £000 £000 £000 £000
239,869 110,624 350,493 224,543 91,008 315551
17,658 I,111 18,769 16,997 966 17,963
5,421 1,044 6,465 5,468 1,032 6.500
262,948 112,779 375,727 247,008 93,006 340,014
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Notes (continued)

12. Finance income
Trading Group
Bank deposits

QOther interest
Interest trom related parties

13. Finance expense

Trading Group

Interest on bank overdrafts and loans

Accrued preference dividends

[nterest to related parties

Net interest expense on detined benefit obligation

14. Interest expense

Banking Group

On deposits

On securities sold under repurchase agreements
On short term borrowings

On fong term borrowings

Bestway {Holdings) Limited
Registered number 01392861

Annual report and financial statements
For the year ended 30 June 2017

2017
£000

18

105
555

678

2017
£000

237,791
77,439
14,640

4,365

334,235

2016
£000

129

607

2016
£000

36,928

6,729

43,862

2016
£400

161,017
58,957
10,999

3.159

264,132
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Notes (continued)
15. Taxation

i) Analysis of charge in period
Recognised in the income statement

Current tax expense

UK corporation tax on profits for the period
Adjustments in respect of previous periods
Foreign tax: Current tax on income 1n the period

Current tax expense

Deferred tax expense

Origination and reversal of temporary differences
Reduction in tax rate

Adjustiments in respect of previous periods

Deferred tax expense {note 34)

Total tax expense

Income tax recognised in other comprehensive income

Remeasurements of defined benefit liability / {asset)

ii) Reconciliation of effective tax rate

Profit for the year
Total tax expense {including tax on equity accounted invesiees)

Profit excluding taxation

Tax using the UK corpotation tax rate of 19.75 % (2016 * 20%)
Effects of.

Expenses that are not deductible in determining taxable profit
[ncome not taxable for tax purposes

Other timing differences

Higher rates of tax on overseas earnings

Under provided in previous years

Overseas withholding tax

Rate change impact

Total tax expense (including tax equity accounted investces)

iii) Factors that may affect future current and total tax charges

Bestway {Holdings) Limited
Registered number 01392861

Annual report and financiaf statements
For the year ended 30 June 2017

2017
£000

7,162
(2,178)
159,084

164,068

20,470
(4,463)
3,110

19,117

183,185

2017
£000

2017
£000

360,348
183,185

543,533

107,348

26,635
(42,392)
12,041
72,454

933
10,629
(4,463)

183,185

2016
£000

16,249

13,685
125,496

155,430

(6,425)
{5.761)

{12,186)

143,244

2016
£000

(1,943)

(1,943

2016
£000

257,462
143,244

400.706

80,141

2,049
(8,100)
(11,641)
63,050
13,685
9,821
(5,761)

143,244

Reductions in the UK corporation tax from 20% to 19% (effective from 1 April 2017) and to 18% (effective 1 April 2020)
were substantively enacted on 26 October 2015, and an additional reduction to 17% (effective 1 April 2020) was
substantively enacted on 6 September 2016 This will reduce the company's future current tax charge accordingly. The
deferred tax lability at 30 June 2017 relating to UK entities has been calculated based on these rates, No such changes are

expected for foreign operations
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Notes (continued)

16. Group goodwill

Total

£000
Cost
At 1 July 2015 212.520
Exchange differences 15,170
At 30 June 2016 227,690
Exchange differences 4.646
At 30 June 2017 232,336
Accumulated impairment charge
At 1 July 2015 -
Impairment for the year 1,529
Exchange differences 1,184
At 30 June 2016 [2.713
Impairment for the year 13,641
Exchange diffetences (312)
At 30 June 2017 26,042
Net book value
At 30 June 2017 206,294
At 30 June 2016 214,977
At 1 July 2015 212,520

The itmpaitment charge predominantly represents the unwinding of goodwill booked based on the future cashflow benefit the
Group realised on acquiring a functioning cement plant following the purchase of Pakcem Limited

The impairment charge is recognised in administrative expenses in the income statement Managemeni has also
conducted a sensitivity analysis taking into consideration the impact of reasonably possible changes in the discount
factor. budgeted cash flows and growth assumptions. The results of this indicate no turther impairments are required.

Goodwill acquired in a business combination is atlocated, at acquisition, to the cash generating units (CGUs), or group
of units that arc expected to benefit from that business combination The carrying amount of goodwill had been
allocated as follows:

Group goodwill by cash generating units 2017 2016 2015
£000 £000 £000

Wholcsale 12,055 12,055 12,055
Cement 101,544 112,028 115.668
Pharmacy 40,829 41,330 41,574
Banking 51,866 49,564 43,223
206,294 214,977 212,520
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Notes (conlinued)

16. Group goodwill (continied)

The Group tests goodwill annually for impairment, or more frequently if there arc indicators that goodwill might be
impaired.

The recoverable amounts ot the CGUs and the group of units are determined from the higher of value in use and fair value
less costs of disposal calculations. Tn accordance with [AS 36:19, if either the fait value less costs of disposal o the value in
use is found to be higher than the carrying amount, the asset is not unpaired, and there is no need to calculate the other
amount.

Goodwill in pharmacy business:

The goodwill in the pharmacy business has 2 deemed indefinite life and is assessed annually for impairment. Impairment has
been considered in ¢comparison to the Group's total carrying amount compared to cash generating units of the pharmacy
Group.

The 1ecoverable amount of the pharmacy cash generating unit has been cafculated with reference to its value in use, The key
assumptions of this calculation are shown below:

2017 2016
Period on which management approved farecasts are based 20 years 20 years
Growth rate applied beyond approved forecast period 2% 2%
Discount rate 9.2% 9.3%

Management have used an approved forecast period of greater than 5 years because the 20 year life of the asset is deemed
more appropriate given the average length of the licences

The growth rates used in value in use calculation reflect the average industry growth rate over 20 years,

The recoverable amount of the Pharmacy business has been calculated with reference to 1ts fair value less cost to sell. In
calculating this value, management have assumed an increase n budgeted EBITDA Budgeted EBITDA was based on
expectations of future outcomes taking into account past experience, adjusted for anticipated revenue growth. Revenue
growth was projected based upon the latest forecasts at the time of review and is 1n line with the average growth rate for the
industry.

Goodwill n wholesale business
The goodwill in the wholesale business has a deemed indefinite life and is assessed annually for impairment. Impairment has

been considered in comparison to the Group’s total carrying amount compared to cash generating units of the wholesale
Group.

The recoverable amount of the wholesale cash generating unit has been calculated with reference to its value in use. The key
assumptions of this calculation are shown below:

2017 2016
Period on which management approved forecasts are based 5 years 5 years
Growth rate applied beyond approved forecast period nil nil
Discount rate 6.0% 3%

The prowth rates used in value in use calculation reflect the average industry growth expected.

The recoverable amount of the wholesale business has been calculated with reference to its fair value less cost to sell. In
calculating this value. management have assumed an increase in budgeted EBITDA, Budgeted EBITDA was based on
expeciations of future outcomes taking into account past experience, adjusied for anticipated revenue growth. Revenuc
growth was projected based upon the latest forecasts at the time of review and is in line with the average growth rate for the
industry.

Goodwill in cement business-

The goodwill in the cement business has a deemed indefinite life and is assessed annually for impairment. For the Cement
business. where a quoted share price is available, the fair value is determined using the Group's percentage share of the
market capitalisation in the respective subsidiaries. Since the goodwill allocated to the Cement segment is denominated 1n
PKR, the goodwill assessment is performed in PKR. The Group assumes costs 10 sell to be 10% of the fair value, to cover
professional, legal costs and taxes relating to the transaction. This assumption is based on historic examples of disposals of
similar sized businesses.
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Notes (continued)

16. Group goodwill (continued)

Goodwill in banking business

The goodwill in the banking business has a deemed indefinute life and is assessed annually tor impairment. For the banking
business, where a quoted share price is available, the fair value is determined using the Group's percentage share of the
market capitalisation in the respective subsidiaries. Since the goodwill allocated to the business segment are denominated in
PKR, the goodwill assessment 1s performed in PKR. The Group assumes costs to sell to be 10% of the fair value, to cover
professicnal, legal costs and taxes telating to the transaction. This assumption 1s hased on historic examples of disposals of
similar sized businessecs.

17. Acquisition of subsidiary

Acquisitions in the current period

On 14" November 2016, Bestway (Holdings) Limited acquired 26% of the shares in Oakleat Limited (refer to note 23). On 4
April 2017, Bestway Northern Holdings Limited, a wholly owned subsidiary of Bestway (Holdings) Limited. acquired the
remaining 74% of the share capital of Oakleaf Limited, by issue of £57,662,428 in preference shares in Bestway Northern
Holdings Limited.

The primary reason for the acquisicion was because QOakleat Limited owned 100% of the shates in Bestway Northemn
Limited, a Company which also operates in the wholesale business, and has common directorship with Bestway (Holdings)
Limited. In the 3 months to 30 June 2017, Bestway Northern Limited contributed revenue of £106.1 million and net profit of
£3.0 million to the consolidated net profit for the year, If the acquisition had occurred on 1 July 2016, Group revenue would
have been £3,321.8 million and net profit would have been £430.0 million. In determining these amounts, management has
assumed that the fair value adjustments that arose on the date of acquisition would have been the same if the acquisition
occurred on ! July 2016,

Effect of acquusition
The acquisition had the following effect on the Group’s assets and liabilities
Oaldeaf
Limited
£000
Fair Value of Oakleal Limted’s consclidated net assets at the
acquisition date:
Property, plant and equipment 53,307
Investment praperty 6,851
Investment in listed securities* 32,425
Inventories 36,026
Trade and other receivables 140,134
Cash and cash equivalents 21,126
Interesi-hearing loans and borrowings (15.375)
Trade and other payables (59,888)
Deferred tax liabilities (4,220)
Total net assets acquired 210,386
Consideration paid
Debt instruments issued 57,662
Fair value of previous equity interests 50,024
Total consideration 107,386
One off gain on group reorganisation recognised in Income Statement 102,702

*I'he investment in listed securities represents the market value of shares held in Bestway Cement Limited not owned by
the Group on acquisition, these have been eliminated on consolidation.

Acguisition related costs

‘The Group did not incur any acquisition related costs at this stage of the step acquisition
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Notes (continued)

17. Acquisition of subsidiary (continued)

Acquisitions in the current period (contimued}

Acquired recerivables

The fair value of acquired receivables was £140.1 million, of which £135 2 milliop is due from Group entities. The gross
contractual amounts receivable are £140.1 million and, at the acquisition date, £140 | million of contractual cash flows were
net expected to be received.

Acquisitions in the prior period

On the 28 August 2015, Bestway National Chemists a wholly owned subsidiary of Bestway UK HoldCo Limited, acquired
100% of the share capital of Ideal Healthcare Limited for £4,398,000 satisfied in cash The acquisition of Ideal Heaithcare
Limited, four pharmacies and an online prescription business in Weymouth, is complimentary to the Bestway National
Chemists business and increases the businesses UK shop fiont presence.,

In the 10 months to 30 June 2016 the subsidiary contributed net profit of £0.2 million to the consolidated net profit for the
year. 1f the acquisition had occurred on first day of the accounting period, the subsidiary would have continued revenue of
£0.6 million and profit before tax of £0.1 million to the Group. In determining these amounts, management has assumed that
the fair value adjustments that arose on the date of acquisition would have been the same if the acquisition occurred on first
day of the accounting peried. In the year ended 30 June 2017, the subsidiary contributed revenue of £1.1 million., profit
before tax of £0.2 million and net profit of £0.2 million to the Group.

Effect of acquisition

No goodwill arose on the purchase, The fair values of the identifiable assets and liabilities of Ideal Healthcare Limited as at

the date of acquisition were:
Ideal Healtheare Limited

£000
[ntangible assets (Licences) 3.161
Property, plant and equipment 188
Inventories 154
Debtors 889
Cash in Bank 689
Trade and other payables {668)
Provision for liabilities (15)
Tatal net assets acquired 4,398
Consideration paid:
Cash price paid 4,398
Total consideration 4,398

Goodwill

Acquisition related costs

The Group incurred acquisition related cost of £10,000 related to legal and professional services. These costs have been
included in administrative expenses in the Group's consclidated statement of comprehensive income.

Acquired receivables

The fair value of acquired receivables was £889.000. The gross contractual amounts receivable are £889,000 and, at the
acquisition date, £nil of contractual cash flows were not expected to be received.
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Notes (continued)

18. Other intangible assets
Trading Group

Cost

At 1 July 2015

Acquired on acquisition of a subsidiary
Additions purchased externally
Exchange difference

Disposals

At 30 June 2016

Additions purchased externally
Exchange difterence

Disposals

At 30 June 2017

Amortisation and impairment
At} July 2015

Charge for the yeat

Exchange differences
Disposals

At 30 June 2016
Impairment

Charge for the year
Exchange differences
Disposals

At 30 June 2017
Net book value
At 30 Junc 2017

At 30 June 2016

At | July 20135

Bestway (Holdings) Limited
Registered number (11392861

Annual report and financial statcments
For the year ended 30 June 2017

Licences Total
£000 £000
563,515 563,515
3,161 3,161
513 513

68 68

(1.964) (1.964)

565293 565,293
2,385 2,385
1 1
(3.881) (3.881)

563,808 563,808

27.738 27.738
37.243 37,243
29 29
(890) (890)
64.120 64,120
(848) (848)
37,923 37.923

1 1
(1,831) (1,831

99,365 99,365

464,443 464,443

505173 501,173

535,777 535.777

Licences are amortised over the estimated usetill cconomic life of the asset, which is 20 years.



Notes (continued)

18. Other intangible assets (continued)
Banking Group

Cost

At 1 July 20615

Additions purchased externally
Exchange difterence

At 30 June 2016

Additions purchased externally
Disposals

Exchange difference

At 30 June 2017

Amoriisation and impairment
Ay T Tuly 2015
Charge for the year

At 30 June 2016
Charge for the year
Disposals

Exchange differences

At 30 June 2017
Net book value
At 30 June 2017

At 30 June 2016

At L July 2015

Bestway (Holdings) Limited
Registered number 01392861

Annual report and financial statements
For the year ended 30 Junc 2017

Software
£000

11,594
1.317
926

14,137
3.089
37
756

17,945

4347
2,690

7,037
2,941
37
509

10,451

7,494

7,100

Software is amortised over the estimated useful economic life of the asset, which is between 3 and 10 years.

Total
£000

11.8%4
1,517
926

14137
3.089
(37)
756

17,945

4347
2,690

7,037
2,941
(37
509
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19. Property, plant and equipment

Bestway (Holdings) Limited
Registered number 01392861

Annual report and financial statements
For the year ended 30 June 2017

Trading Group Land and Plant and Fixtures, Motor Assels in Total
buildings machinery fittings and vehicles course of
equipment construction

£000 £000 £000 £300 £000 £000
Cost or valuation
At 1 July 2015 307,961 318.171 80,981 10,237 653 718,003
Additions 1,551 4,651 19,907 2,511 6,726 35.346
Acquired in business - - 188 - - 188
combination
Disposalg (2,127 (1.661) (2.650) (1.2200 - (7.658)
Exchange difference 10,667 36,445 244 285 722 48,363
Transfers - 767 23 - (790) -
Transfers from invesiment (L,501) - - - (&1} (1,552)
praperty
At 30 June 2016 316,551 358,373 98,693 11,813 7,260 792,690
Additions 6,363 9,232 16,406 4,578 19,802 56,183
Acquired in business 50,481 1,540 1.287 - - 53.308
combination
Disposals (2.126) (3.854) (699) (2,516) - (9,195)
Exchange difference 2,337 7,435 48 3 (25) 9.827
Transfers 2,092 8.247 (442) - (9.897) -
Transfers to investment 796 - - - - 796
property
At 30 June 2017 376,496 380,973 115,293 13,707 17,140 903,609
Depreciation
At 1 July 2015 50.663 88.070 30,164 5816 - 174,713
Charged in year 7,716 11,769 13,333 2,461 - 35279
Disposals {1.657) (600} (1.835) (953) - (5,045)
Exchange difference 1,944 6.824 127 107 - 9,002
AL 30 June 2016 58,666 106,063 41,789 7,431 - 213,949
Charged in year 8213 13,723 14,615 2,660 - 39,213
Disposals (514) (1,627) (545) (1,794) - (4,480)
Exchange difference 401 1,365 26 17 - 1,809
At 30 June 2017 66,768 119,524 55,885 8.314 - 250,491
Net book value
At 30 June 2017 309,728 261,449 59,408 5,393 17,140 653,118
At 30 June 2016 257,885 252,310 56,904 4382 7.260 578,741
A1 30 June 2015 257,298 230,101 50.817 4,421 653 543,290
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Notes (continued)
19, Property, plant and equipment (continued)

Property, plant and equipment under construction

The amount of borrowing costs capitalised during the period was £406,653 (2016. £28,653) with a capitalisation rate of 6.3%
(2016: 6.9%).

Assets pledged as security

Freehold land and buildings with a carrying amount of £309.7 million (2016: £257 9 million) have been pledged to secure
borrowings of the Group. The Group is not allowed to pledge these assets as security for other borrowings or to sell them to
another entity.

Banking Group Land and Plant and Fixtures, Motor Assets in Total
buildings machinery fittings and vehicles course of
equipment construction

£000 £000 £000 £000 £000 £000
Cost or valuation
At | July 2015 159,615 6,159 32,836 2,397 25,404 226,411
Additions 10,372 1.108 9.652 871 13,607 35610
Disposals (262) (2,119 {444) (349) (6) (3,180}
Exchange difference 24,195 1,086 9,914 489 5,102 40,786
Transfers from mvestment (5,399) - (9 - - (5,408)
property
Revaluation 4,863 - - - - 4,863
At 30 June 2016 193,384 6,234 51,949 3.408 44,107 299,082
Additions 47,858 2,491 21.257 655 104 72.365
Disposals (902) (2,954} (1,037) (591) (21.303) (26,787)
Exchange difference 4.085 234 1.530 130 1,735 7,714
At 30 June 2017 244,425 6,005 73,699 3,602 24,643 352,374
Depreciation
At | July 2015 86 1,541 9.156 473 - 11,256
Charged in year 2,682 1,548 6,263 406 - 10,899
Disposals (104) (1.672) (329) (242) - (2,347
Exchange difference 752 405 6,046 214 - 7,417
AL 30 June 2016 3,416 1,822 21,136 851 - 27,225
Charged in year 4,094 1,515 9,712 582 - 15,503
Disposals (595) (1,913) (983) (359) - {4,050)
Exchange difference 307 100 1,071 58 - 1,536
At 30 June 2017 7,222 1,524 30,936 932 - 40,614

Net book value

At 30 June 2017 237,203 4,481 42,763 2,670 24,643 311,760
At 30 June 2016 189,968 4,412 30,813 2,557 44,107 271,857
At 1 July 2015 159,529 4,618 23.680 1,924 25.404 215,155
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Notes (continued)

19. Property, plant and equipment (continued)

The properties of the Banking Group were last tevalued by independent professional valuers as at 31 December 2015, The
revaluation was carried out by M/s, Pirsons Chemicals Engineering (Private) Limited, M/s. Sadruddin Associates, M/s.
Engincering Pakistan International (Private) Limited and M/s. Indus Surveyors (Private) Limited on the basis of professional
assessment of present market values, 'he accumulated surplus arising against the revaluation of fixed assets as at 30 June
2017 amounts to £146.8 million.

The properties of UBL. UK were last revalued by independent professional valuer. Quantum Valuation LLP, as at 31
December 2015, The accumulated surplus arising against the revaluation of fixed assets as at 30 June 2017 amounts to £9 2

million.

The independent valuers provide the fair value of the Banking Group’s property portfolio every 24 months. Had there been
no revaluation, the carrying amount of revalued assets would have been as follows:

Cost  Accumulated Net book

Banking Group depreciation value
2017 2017 2017
£000 £000 £000

Freehold land 5478 - 5478

Leaschold land 22,696 10 22,686

Buildings on freehold land 10,596 943 9,653

Buildings on leaschold land 32,104 932 31,173

Buildings on leaschold land 70,874 1,885 68,990

Cost  Accumulated Net book

Banking Group depreciation value
2016 2016 2016
£000 £000 £000

Freehold fand 3,389 - 5,589

Leasehold land 9,527 (10} 9.517

Buildings on freehold land 13.753 (2.304) 11,449

Buildings on leasehold land 4,063 (762) 3,301

Buildings on leasehold tand 32,932 (3,076) 29.856
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Trading Group Total
£000
Cost or valuation
At T July 2015 117.801
Additions 301
Dispasals (781)
Exchange difterence 348
Transfers to property plant and equipment 1,552
Revaluation 3.045
At 30 June 2016 122,266
Acquired on acqutsition of a subsidiary 6,851
Additions 282
Disposals (17,230)
Exchange difference 9]
Transters from property plant and equipment (796)
Revaluation 3.523
At 30 June 2017 114,987
Net book value
At 30 June 2017 114,987
At 30 June 2016 122,266
At 1 July 2015 117,801

An investment property fair value exercise was undertaken in the year to 30 June 2017, based on a desktop valuation
performed by Jones Lang La Salle - Chartered Surveyors, wdependent valuers not connected with the Group. Jones Lang La
Salle is a member of the Royal Institution of Chartered Surveyars and the valuation conforms to international Valuation
Standards. The Independent valuers provide the fair value of the Trading Group’s investment property portfolio every 12
months. The valuations, which are supported by market evidence, are prepared by considering the aggregate of the net annual
rents receivable from the properties and where relevant, associated costs. A yield which reflects the specific risks inherent in
the net cash flows is then applied to the net annual rentals to arrive at the property valuation.

Investment properties of £6.9 million were acquired on the acquisition of Oakleat Limited (a Company which owns 100% of
the share capital in Bestway Northern Limited (see Note 17 for more information)). The fair valuee of these properties at 30
June 2017 were arrived at on the basis of an external valuation carried out at that date by Jones Lang La Salle - Chartered
Surveyors, independent valuers not connected with the Group. Jones Lang La Salle is a member of the Royal Institution of
Chartered Surveyors and the valuation contorms to international Vaiuation Standards. The fair value was determined on an
open market existing use basis. In estimating the fair value of the properties. the highest and best use of the properties is their
curreni use.

Any gain or loss arising from a change in fair value is recognised in profit or loss.

Details of the Group's investment properties and information about the fair value hierarchy as at the end of the reporting

period are as follows:
Fair value as

Level 1 Level 2 Level 3 at 30/06/17
£000 £000 £060 £000

Commercial property units:
Located in the United Kingdom - 113,148 - 113,148
Located in Pakistan - - 1,839 1,839
. 113,148 1,839 114,987
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20. Investment property {continued)
Fair value as

Level 1 Level 2 Level 3 at 30/06/16
£000 £000 £000 £000

Commercial property units;
Located in the United Kingdom - 119,763 - 119,763
Located 1n Pakistan - - 2,503 2,503
- 119,763 2,503 122,266

The Group nieasures fair values using the following fair value hierarchy that 1eflects the significance of the inputs used in
making the measurements: Level 1 — Fair value measurements using quoted prices (unadjusted) in active markets for
identical assets and liabilives; Level 2 — Fair value measurements using inpuls other than quoted prices included within Level
1 that are observable for the assets or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices): Level 3 —
Fair value measurements using input for the asset or liablity that are not based on observable market data (i.e unobservable
inputs)

There were no transfers between Levels 1 and 2 during the year.

The Trading Group has pledged £113.1 million (2016: £119.8 million) of its investment property to secure general banking
facilities granted to the Trading Group.

Banking Group Total
£000
Cost or valuation
At 1 July 2015 11,845
Additions 3,235
Transfers from property plant and equipment 5,408
Exchange ditferences 2,080
Revaluation 2,975
At 30 June 2016 25.543
Disposals (6,602)
Exchange differences 430
Revaluation 263
At 30 June 2017 19,634

Net book value

At 30 June 2017 19,634
At 30 June 2016 25,543
At 1 July 2015 11,845

The fair value of investment property was determined by external, independent property valuars, having appropriate
recognised professional qualifications and recent experience in the location and category of the property being valued The
independent valuers provide the fair value of the Group’s investment property portfolio every financial year.

The last external valuation of investment properties was performed by M. 1. Surveyors (Pvt) Lumited {domestic operations)
on 26 August 2016 and Chesterton International LLC {(International branches) on 2 July 2016

The valuations. which are supported by market evidence, are prepared by considering the aggregate of the net annual rents
teceivable from the properties and where relevant, associated costs. A yield which reflects the specific tisks inherent in the
net cash flows is then applied to the nel annual rentals Lo arrive at the property valuation, Any gamn or loss atising from a
change in fair value is recognised i profit or loss.
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There are no significant restrictions on the ability of the Group to access or use assets and settle liabilities.

The Group and Company have the following investents in subsidiaries as at the financial year end,

Trading Group
Bestway Securities Limited (direct)

UK Company
number

09106250

Bestway Northern Ho idings Limited { direcr)

Bestway Cement Limited (direct}
Bestway Power Limited* (direct)
Bestway Spinning Limited* (directy
Bestway UK HoldCo Limited
Oakleaf Limited®

Bestway Northern Limited

Bestway Limited*

Bestway Panacea Holdings Limited’
Bestway Wholesafe Limited
Palmbest Limited

Batleys Properties Limited

MAP Trading Limited'

Euroimpex (U.K.) Limited*

Batleys Limited*

Bestway Direct Limited*

Prospect Pharmaceuticals*»
Bestway Pharmacy NDC Limited®
Donald Wardle and Son™

Opus Pharmaceuticals Limited*~
Bestway Panacea Healthcare Limited'
Bestway Nationat Chemists Limited'
Partslade Medical Supplies Limited™
FA Parkinson (Chemists) Limited~'
Parkinson (Paisley) Limited™
Bestway Belfast Chemists Limited”
Ebbw Vale Consortium Limited*»
CaredU Pharmacy Limited™

Ideal Healthcare Limiteq®

Pills Limited*

RLI Consultancy Limited*

CCS (West Street) Limited*

G Lightfoot & Son Limited*

Crown Imperial Associates Limited*
Crewe Complete Solution Limited*
Thomas Hetherington 1imited*
PH.C Pharmacy Limited*

Cannon St. (HCC) Limited*

09106288

02675585
02596168
09225479
01207120
02548785
Ga170G410
01826942
01584125
00675326
04103203
09225435
01050265
02914910
058383155
09225514
09225457
01663067
SC038900
5C204178
NI626625
01338409
03983332
03443725
SC271830
03283312
06149560
00626296
03262921
057654907
SC095304
SC115847
01659041

Registered
office

B
T
N
N
N
B
T
B
B
A
B
B
B
B
B
B
B
A
A
A
A
A
A
A

1

H
J
A
A
A

—

A
A
A
A
A

i
D
C

Effective
Class of Ownership %,
shares held 2017 2016
Ordinary 100 160
Ordinary 100 0
Ordinary 54.50 53.86
Ordinary 140 100
Ovdinary 100 100
Ordinary 100 106
Ordinary 100 0
Ordinary 106 ]
Ordinary 100 100
Ordinary 100 100
Ordinary 100 100
Ordinary 100 100
Ordinary 100 100
Ordinary 100 100
Ordinary 160 100
Ordinary 100 100
Ordinary 140 100
Ordinary 1} 100
Ordinary 100 100
Ordinary 100 100
Ordinary 100 100
Ordinary 100 100
Ordinary 34 80
Ordinary 100 100
Ordinary 160 100
Ordinary 100 100
Ordinary 169 {00
Ordinary 100 100
Ordinary 100 100
Ordinary 100 100
Ordinary 160 [00
Ordinary 100 100
Ordinary 104 100
Ordinary 100 100
Ordinary 100 100
Ordinary 100 100
Ordinary 100 100
Ordinary 67 67
Ordinary 59 59
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21. Investments in subsidiaries (continued)

LUK
Company  Registered Class of
number office shares held
P Williams Chemists (Chester) Limited* 03210568 A Ordinary
Three Swans Pharmacy Limited* 06973508 H Ordinary
Penrith 1lealth Centre (PD) Consortium Limited* 01775075 E Ordinary
Penrith Health Centre (PD) Consortium Limited* 01775075 E A
Batleys Glasgow Limited™® SC125810 B Ordinary
Benson (Grocers) Limited* SC256747 B Ordinary
Beilevue Cash and Carry Limited* SC046528 B Ordinary
Banking Group
United Bank Limited” (direct) L Ordinary
UBL Insuters Limited (direct) 0 Ordinary
United Bank AG Zurich™ R Ordinary
United National Bank Limited” 04146820 M Ordinary
UBL Bank (Tanzania} Limited" Q Ordinary
United Executives & Trustees Company Limited™ P Ordinary
UBL Fund Managers Limited™ 8 Ordinary
Al Ameen Financial Services (Pvt.) Limited™ S Ovrdinary

Effective
Ownership %

2017 2016
100 100
50 50
50 50
77 77
100 100
100 100
100 100
5597 5577
7900  79.00
8577 5577
3067 3067
55.77 5577
55.77 5377
55.14  55.14
55.14 5514

* These entities are dormant and are exempt from the requirements of Companies Act 2006 relating to the preparation and
filing of thetr individual accounts in respect of the year ended 30 June 2017 by virtue of Section 480 of the Act. All other
entities are included in the consolidation.

* The subsidiary undertakings listed above are exempt fiom the Companies Act 2006 requirements relating to the audit of
their individual accounts by virtue of Section 479A of the Act as this Company has guaranteed the subsidiary Company
under Section 479C of the Act

' These entities requare financial support from Bestway (Holdings) Limited.

” These entities have 31 December year ends, in line with industry standards.

° This entity has 5 April year end, in line with the tax year.

1”"
B-
C-
D-
E-
F-
G-
H-
I-
J-
K-
L-
M-
N-
0-
P-
Q-
R-
S-
T-

Merchants Warehouse, Castle Street, Manchester, UK, M3 4LZ

2 Abbey Road, Park Royal, London, UK, NWI10 7BW

64 Burnedge Lane, Grasscroft, Oldham, Ol.4 4EB

Citypoint 2 25 Tyndrum Street, Glasgow, G4 01Y

4 Mason Court Gillan Way, Penrith 40 Business Park, Penrith, Cumbtia, CAEl 9GR
The Health Centre, Victoria Road, Hartlepool, TS26 8DB

29 Devonshire Street, Keighley, West Yorkshire, BD21 2BH

The Three Swans Surgery, Rollestone Street, Salisbury, SP1 1DX

18-20 Main Street, Beith, Ayrshire, Scotland, KA15 2AD

70 Ballygomartin Road, Belfast, BT13 3NE

20 Muirside Road, Baillieston, Glasgow, G69 TAD

13th Floor, UBL Building, Jinnah Avenue, Blue Area, Islamabad, Pakistan

2 Brook St, London WIS 1BQ

Bestway Building, 19-A, College Road, F-7 Markaz, [slamabad, Pakistan

126-C, Jami Commercial. Street No. 14, Phasc VII. DI1A, Karachi, Pakistan

State Life BUILDING No 1, LI. Chundrigar Road, Karachi, Pakistan

26 MKWEPU / Kaluta Street, P.O. BOX 5887, Dares Salaam, Tanzani, Tanzania.
United Bank AG (Zurich), Feldeggstrasse 55, P.O Box No 1176, 8034, Zunich, Switserland
4th Floor, STSM Building. Beaumont Road, Civil Lmes, Karachi, Pakistan
Newport House, 15 The Grange, St Peters Port, GY1 2QL, Guernsey
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The nature of the activities of the Group's associates is in banking, encrgy and pharmacy services. These are seen as
complementing the Group's operations and contributing to achieving the Group's overali strategy. The Group has the

{ollowing indirect investment in associates:

Trading Groap Registered office  Class of shares held
Victoria Pharmacy Limited* U Ordinary
Victoria Pharmacy Lunited* U A
Keighley Heaith Centre Limited* v Ordinary
Raillieston Health Centre Pharmacy Limited* w Ovrdinary
Banking Group

DHA Cogen Limited™ X Ordinary
Oman Exchange Company™ z Ordinary
Khushhali Bank Limited™ Y Ordinary

* Dormant in the financial year. All entities are included in the consolidation

” These entities have 31 December year ends, in line with industry standards

Effective
Ownership %
2017 2016
25.00 25.00
43.00 43.00
33.00 33.00

36.00 36.00
11.71 11.71
13.94 13.94
16.56 16.56

All of the above associates ave accounted for using the equity method in these consolidated financial statements as set out i

the Group's accounting policies in note 3.

U- ‘lhe Health Centre, Victoria Road, Hartlepool, TS26 8DB

V- 29 Devonshire Street, Keighley, West Y orkshire, BD21 2BH

W- Baillieston Heaith Centre, 20 Muirside Road, Baillieston, Glasgow, G69 7AD
X- D- 35, Block-5 Clifton, Karachi, Pakistan

Y- 55-C, 5th Floor, U-Fone Tower, Jinnah Avenue, Blue Area, Tslamabad

7~ Said Rajab Building 39, 3727. Ruwi High Street, Mezzanine Floor, Ruwi Area, 889, Muscat, Oman

Trading Group

Bestway Northern Limited

On 14" November 2016, Bestway {(Holdings) Limited purchased a 26% interest in Oakleaf Limited, a Company which owns
100% of the share capital in Bestway Northern Limited, which is principally engaged in the wholesale business and a related
party through commmon directorship. On 4% April 2017, Bestway Northern Holdings Limited, a wholly owned subsidiary of
Bestway (Holdings) Limited, purchased a further 74% of the share capital in Oakleaf limited, making it a wholly owned
subsidiary (see note 17.) Oakleaf Lintited is an immaterial associate in the Group, however Bestway Northern Limited is

material, and theretfore its financial information is disclosed as follows:

Percentage ownership interest
Non-current assets
Current assets

Non-current hiabilities
Current liabilities

Net Assets (100%)

Group’s share of net assets (26%)

Carrying amount of interest in associate

1 his investment was disposed of in full in the {inancial year to 30 June 2017. Note 23 details this disposal.

2017
£000

26%
44,049
217,019

{20,586)
{58.553)

181,929

47,291

47,291
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22. Investments in associates and equity accounted investees (continued)

Bestway Northern Limited (continued) 2017

£000
Revenue 157.600
Profit from continuing operations 4.530
Other comprehensive income {100%) 5,974
Total comprehensive income (100%) 10,504
Group share of total comprehensive income (26%) 2,731
Banking Group

The Banking Group’s investment in associates as at 30™ June 2017 totalling £31.6 million (2016: £23.8 million) is
immaterial when disaggregated by entity.

The Banking Group’s interests in individually immaterial assaciates is analysed, in aggregate, in the below table.

2017 2016

£000 £000

Carrying amount of interests in associates 31,600 23.803
Share of:

Profit from continuing operations 8,209 2,703

Exchange differences (412) 3,518

Total comprehensive income 7,797 6,221

23. Disposal of associates

On 4" April 2017, Bestway (Holdings) Limited obtained contro! of Bestway Northern Limited, and subsequently the
associate holding (se¢ note 22) was disposed of. Equity accounting for the step acquisition of Bestway Northern Limited
from an associate to a subsidiary in the year is as follows:

Bestway
Northern
Limited
2017
£000

Carrying amount of interest in associate (note 22) 47.291
Group share of total comprehensive income {note 22) 2,731

Net book value of interest in associate 50,022

Fair value of shares on disposal (50.022)

Profit on disposal of associate
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24. Inventories

Trading Group 2017 2016
£000 £000

Stores, spares and Joase toals 45,829 43,176
Raw matenals 3477 3,139
Work-in-progress 17,744 5,681
Finished goods 230,970 186,411
298,020 238,407

The cost of inventories recognised as an expense during the year in respect of continuing operations was £2,789 million
(2016: £2,336 million}.

The cost of inventories recognised as an expense includes £4.7 million (2016: £8.4 million) in respect of write~downs of
inventory to net realisable value.

£298 million of inventories are expected to be recovered in the next twelve months (2016: £238 million)
Inventories with a carrying amount of £227 million (2016: £185 million) have been pledged as security for cerlain of the

Trading Group's borrowings.

25. Investments in financial assets

Banking Group Current  Non-current Total  Current Non-current Total
2017 2017 2017 2016 2016 2016
£000 £000 £000 £000 £000 £000

Available-for-sale investments
carried at fair value

Market Treasury Bills 1,745,618 -~ 1,745,618 466,231 1.644 467,875
Pakistan Investment Bonds 492,080 1,576,370 2,068,450 723,909 1,766,429 2,430,338
Government of Pakistan Sukuk 697 tit,626 112,323 - 47,466 47,466
Government of Pakistan Eurobonds - 96,936 96,936 36,423 77485 113,908
Ordinary shares of listed companies 164,660 364 165,024 188,907 403 189,310
Preference shares 2,737 - 2,737 2,929 - 2,929
Ordinary shares of unlisted 1,898 - 1,898 1,738 - 1,738
companies

Term Finance Certificates 3913 - 3913 8,372 5,025 13,397
Units of mutual funds:

lnvestment in REIT 3,623 - 3,623 3,275 - 3,275
Foreign bonds 91,454 364,458 455912 102,255 314,022 416,277
Other bonds - 1,318 1,318 - 2,137 2,137

2,506,680 2,151,072 4,657,752 1,534,039 2,154,611 3,688,650

Trading investments carried at

fair value

Market Treasury Bills 67,764 - 67,764 7,378 - 7,378

Pakistan Investment Bonds 144,831 6,376 151,207 82,374 13,966 95,340

Ordinary shares ot listed companies 7,192 - 7,192 4,137 - 4,137

Term Finance Certificates 197 - 197 4,122 - 4,122

Government of Pakistan Sukuks - - - 11.246 - 11,246
219,984 6,376 216,360 109,257 13,966 123,223
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Banking Group (continued) Current Non-current Total Current  Non-current Total
2017 2017 2017 2016 2016 2016
Held-to-maturity investments £000 £000 £000 £000 £000 £000
carried at amortised cost
Market Treasury Bills 61,568 - 61,568 281,999 - 281,999
Pakistan Investment Bonds 544,358 1,924,862 2,469,420 761,661 1,302,472 2,064,133
Government of Pakistan Eurobonds 1,010 38,154 39,164 37,760 25,052 62.812
Other Federal Government Securities - - - 38,501 - 38,501
Term Finance Certificates 1,340 49,881 51,221 13,780 22,137 37,917
Sukuk Bonds 559 78,817 79,376 10.121 36.438 46,539
Participation Term Certificates 13 - 11 20 - 20
Debentures 17 - 17 16 - 16
Foreign Bonds 6,709 141,035 147,744 3,882 83,887 87.769
Recovery Note 302 2,066 2,368 300 2,008 2,308
CDC SAARC Fund 1 - 1 - 2 2
616,075 2,234,815 2,850,890  1.150,040 1,471,996 2,622,036
Impairment provision on investments (26,979 - (26,979 (28.883) (4,053) (32.936)
3,315,760 4,392,263 1,708,023 2,764,453 3,636,520 6,400,973
Listed investments in current assets are held at fair value.
26. Trade and other receivables
Trading Group 2017 2016
£000 £000
Amount receivable for the sale of goods 129,956 145,828
Alfowance for doubtfui debts {2,990) (2,173)
126,966 143,655
Trade receivables from related parties 1,277 -
Other debtors 50,361 30,676
Prepayments and acerued income 35,598 36,532
214,202 210,863

Trade reccivables disclosed above are classificd as loans and receivables and are therefore measured at amortised cost. All

balances are classified as current,
Banking Group

Other debtors
Prepaymenis and accrued income

2017 2016
£000 £'000
307,014 272,144
475 294
307,489 272,438

Included within trade and other recervables is £13 million (2016: £24 million) cxpected to be eeovered in more than 12
months. All other trade and other receivables 1o both curtent and prior year are current and expected 10 be recovered within

12 months.
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27. Lending to financial institutions and advances

Banking Group Current Non-current Total Current  Non-current Total
2017 2017 2017 2016 2016 2016
£000 £000 £000 £000 £000 £000

Lending to financial institutions

Call money lending 3,022 1,033 4,055 45897 10,268 56,165

Repurchase agreement lending 21,915 7,496 29411 42,222 9,446 51,668

Other lending to financial institutions 185,372 63,404 248,776 137,448 30,753 168,201

Provision against lending to financial {4,061) {1,389 (5,450) (5,092) (1139 {6,231)

institutions

206,248 70,544 276,792 220,475 49328 269,803
Advances

Loans, cash credits, running finances, 2,431,067 1,820,013 4,251,080 2,246,454 1,418,272 3,664,726
etc.

Bills discounted and purchased 295,816 221,462 517,278 294,216 185,750 479,966
Provision against advances (180,517) (120,132)  (300,649)  (173,821) (109,740)  (283,561)

2,546,366 1,921,343 4,467,709 2,366,849 1,494,282  3.861.131

2,752,614 1,991,887 4,744,501  2.587.324 1,543,610 4,130,934

Movement in provision against advances 2017 2016

£000 £000
Balance at the beginning of the period 283,561 271,786
Charge for the year 17,493 15,502
Transfer in 10,844 2,223
Write backs (16,926) (49,678)
Exchange differences 5,677 37,728
Balance at the end of the period 300,649 283.561

£194 million of the total provision as at year end relates to the collective provision (2016: £184 million)

28. Cash and cash equivalents

Trading Banking Total Trading Banking Total

Group Group Group Group
2017 2017 2017 2016 2016 2016
£000 £000 £000 £000 £000 £000
Cash and cash equivalents 108,973 1,354,340 1,463,313 90,157 942,470 1,032,627
Bank overdrafts (38,3200 (3,950) (42,270 (7.394) (4,065) (11,459)
70,633 1,350,350 1,421,043 82,763 938,405 1,621,168

Cash and cash equivalents comprise cash and short-term bank deposits with an original maturity of three moaths or less. net
of outstanding bank overdrafts. The carrying amount of these assets is approximately equal to their fair value,
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29. Trade and other payables

Trading Banking Total Trading Banking Total
Group Group Group Group

2017 2017 2017 2016 2016 2016

£000 £600 £000 £000 £000 £000

Trade creditors 447,534 - 447,534 365,824 - 365.824
Interest payable - 96,959 96,959 84,275 84,275
Workers welfare fund payable - 16,884 16,884 9,895 9,893
Other banking group payables - 144,974 144,974 - 244,445 244,445
Insurance payables - 3,436 34306 - 4,493 4,493
Other taxation and social security costs 7,936 - 7,936 3.920 - 3.920
Amouats due to related parties - - - 122,774 - 122,774
Other ¢creditors and accruals 70,755 1,154 71,909 54,337 1,070 55,407
526,225 263,407 789,632 546855 344,178 891,033

Trade credutors and accruals principally comprise amounts outstanding for trade purchases and ongeing costs. The Group has
financial risk management policies in place to ensure that all payables are paid within the pre-agreed credit terms. The
Directois consider that the carrying amount of trade payables approximates to their fair value.

Trade and other payables in both current and prior year are current and expected 10 be paid within 12 months.

30. Other financial liabilities

Banking Group 2017 2016
£000 £000
Provisjon against off - balance sheet obligations 392 1,053
Deferred income 2,389 5,341
Delerred liabitities 90,524 15,390
Acceptances 98,206 63,934
191,511 85.718
31. Deposits and other accounts
Banking Group Current  Non-current Total Current  Non-current Total
2017 2017 2017 2016 2016 2016
£000 £000 £000 £000 £000 £000
Customers
Fixed deposits 2,520,901 265,338 2,786,239 2,331,734 117,869  2.449,603
Savings deposits 2,646,411 273241 2,919,652 2,297,836 116,155 2,413,991
Sundry deposits 220,135 13,864 233,999 169.490 8,568 178,058
Margin deposits 41,644 2,623 44,267 42,274 2.137 44,411
Current accounts - remunerative 51,847 - 51,847 82,902 4,191 87,093
Current accoun(s - non-remunerative 3,332,306 - 3332306 2927451 147,983  3.075.434
Financial Institutions
Remunerative deposits 228,837 14,412 243,249 276,637 13,984 290,621
Non-remunerative deposits 120,605 7.596 128,201 97,004 4,903 101,907
9,162,686 577,074 9,739,760  8.225,328 415790 8.641,118

Deposits include remunerative and non-remunerative deposits, Non-remuncrative deposits are non-interest beaymg whereas
the temunerative deposits are of saving or terin nature with interest component

64



Bestway (Holdings) Limited
Registered number 01392861

Annual report and tinancial statements
[or the year ended 30 June 2017

Notes (continued)

32. Other interest-bearing loans and borrowings

Trading Group 2017 2016
£000 £000

Non-current liabilities
Shares classitied as debt 58,178 516
Loan trom related parties - 30,000
Secured bank loans 408,416 512,435
466,594 542,951

Current liabilities

Current portion of secured bank loans 50,965 26,544
50,965 26,544
Total [oans and borrowings 517,559 569,495

The cumulative preference shares have been classified as non-curtent liabilities in the current and prior year as they are
redeemable in greater than a year.

516,000 of cumulative preference shares with a par value of £) cach, are redeemable 10 years from the initial date of issue
and accrue dividends at 8% and 10%. In both the current and prior year the dividend has been waived. consequently no
charge has been recognised in the profit and loss account. Holders ol cuniulative preference shares are entitled to priority
over other shareholders in receipt of their 8% and 10% preference dividends or on share redemption on distribution of assets
in a winding up. Holders are not entitied to attend or vote at general meetings of the Company except where there is default
in respect of, or proposed resolutions to modity, their rights, Preference shareholder consent is required for the issue of new
or additional preference shares and modifications to the Directors' borrowing powers under the Articles of Association.

On 4th April 2017, Bestway Northern Holdings Limited acquired a 74% share of Oakleat Limited, with the consideration
being satisfied via the issue of 57,662,428 preference shares with a par value of £1 each and a coupon rate of 6%, with
interest being paid quarterly over 10 years. Holders of cumulative preference shares are entitled to priority over other
shareholders in receipt of their preference dividends or on share redemption on distribution of assets in a winding up.
Holders are not entitled to attend or vote at general meetings of the Company ¢xcept where there is default in respect of, or
proposed resolutions to modify, their rights. Preference shareholder consent is required for the issue of new or additional
preterence shares and moditications to the Directors' borrowing powers under the Articles of Association.

Bank loan

During the 2015 period the Group attained bank finance in order to compiete its acquisition of Panacea Holdings Limited
This cansists of two tranches, The first tranche amounted to £195.000,000 which is repaid biannually until 6 October 2029,
and the second tranche amounted to £425,000,000 repayable on 6 October 2021, The loans initially attracted interest of
LIBOR + 3.75% and LIBOR + 4.75% respactively. Fees associated with the raising of finance were capitalised and released
over the initial expected life of the loan. It was estimated that the refinancing would take place in the year ended 30 June
2017. As such the remaining balance was fully amortised this year. See note 41 for information on the refinancing
transaction that took place subsequent to the year ended 30 June 2017.

During the 2015 period the Group alse acquired a term tinance facility of 25 billion Pakistant Rupees from a syndicate of
banks with Allied Bank Limited as the lead bank. This facility is repayable in 10 stepped up semi annual instalments starting
from October 2015. Interest is payable on semi annual basis at the rate of 6 months' KIBOR (Karachi [nter-Banking Offering
Rate) plus 0.20% per annum. The facility is secured against all present and future assets excluding land and buildings of the
cement group.

During the 2017 period the Group attained bank finance, comprising a £60 million loan maturing mn 2018 and bearing an
interest rate of LIBOR + 3,85%. During this period, Bestway Northern Limited also became part of the Group (see Note 17
for more information). As such, its bank loans of £10.6 million were brought inio the Group. This loan is repayable on
October 2020 and bears an interest rate of LIBOR + 3.5%
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32. Other interest-bearing loans and borrowings (continued)

Analysis of borrowings by currency: Nominal interest Year of Carrying Carrying
Currency rate maturity amount amount

2017 2016

£000 £000

[Loan from related parties GBP LIBOR + 4% 2020 - 30,000
Shates classified as debt GBP 8% 2 2
Shares classified as debt GBP 10% 514 514
Shares classified as debt GBP 6% 2027 57,662 -
58,178 516

Term Loan A GBP LIBOR + 3% 2020 68,663 114,713
Term Loan B GBP LIBOR + 4.5% 2021 210,773 297,639
Term Loan C GBP LIBOR + 3.85% 2020 60,000 -
Term Loan D GBP LIBOR + 3% 2020 10,563 -
Loan fees amortisation GBP - (8,640)

349,999 403,712

Syndicate loan PKR KIBOR + 0.2% 2020 109,382 135.267

459,381 538.979

517,559 569.495

All interest bearing loans and borrowings ate at amortised cost. All carrying amounts are equal to tace value.

Banking Group Carrying Carrying
amount amount
2017 2016
£000 £000

Unsecured borrowing at amortised cost Sub note
Call borrowings a 85,778 62.063
Other borrowings b 104,067 68,465

189,845 130,528
Secured borrowing at amortised cost

Export refinance scheme c 97,174 82,229
Refinance facility for modernisation of SME d 109 -
Long term tinancing facility e 109,660 72,242
Repurchase agreement botrowings I 2,537,481 1,276,843

2,744,424 1,431,314

2,934,269 1,561,842
Amount due for setilement within 12 months 2,802,778 1,555,115
Amount due for settlement after 12 months 131,491 6,727

2,934,269 1,561,842
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32. Other interest-bearing loans and borrowings (continued)

All balances have been iranslated from PKR as at the balance sheet date.

(a) These are unsecured borrowings carrying mark-up at rates ranging from 0 85% to 6.00% per anhum and are repavable
latest by October 2017.

(b} These borrowings carry mark-up at rates ranging from 2.10% to 6.39% per annum, and are repayable by December 2019.
p

{¢) The Banking Group has entered into agreements with the State Bank of Pakistan (SBP) for extending export finance to
customers. As per the termns of the agreement, the Bank has granted the SBP the right to recover the outstanding amounts
from the Bank at the date of maturity of the finances by directly debiting the Bank's current ac¢ount maintained with the
SBP. These borrowings are repayable by May 2024. These carry mark-up at rates ranging from 1.0% to 2.0% per annum.

(d) These berrowings have been obtained from the SBP to finance modernisation of Small and Medium Enterprises {SME)
by providing financing facilities for purchase of new plant and machinery for Balancing, Modemisation and Replacement
(BMR) of existing units and setting up of new units. in addition, financing for import / local purchase of new generators up
to a maximum capacity of 500 KVA is also ¢ligible under this Scheme. These boirowings are repayable by October 2019,
These carry mark-up af a rate of 6.0%

(e) These borrowings have been obtained from the SBP for providing financing facilities to exporters for adoption of new
technologies and modernizing their piant and machinery These botrowings are repayable by June 2027, These carry mark-up
at rates ranging from 2.00% to 9.45% per annum.

() These repurchase agreement borrowings are secured against Market Treasury Bills and Pakistan lnvestment Bonds and
carry mark-up at rates ranging from 5.70% to 6 10% per annum. These borrowings are repayable latest by July 2017.

All interest bearing loans and borrowings are at amortised cost. Al carryin% amounts are equal to face value. All carrying
amounts are in Pakistani rupees translated to sterling at the closing rate on 30" June 2017.

33. Provisions

Trading Group Reduction in Dilapidation Other Total
pharmacy funding provision

£000 £000 £000 £000

At the beginning of the year 9800 480 2,584 12.864

Adddtional provision in the year 19,750 - - 19,750

Utilisation of provision (9,800} {480) (1.640) (11,920)

At the end of the year 19,750 - 944 20,694

All provisions in both financial years are current and are expected to be used within one year. Other provisions inciude lease
premiums and other provisions for liabilities incurred as part of the Group’s operations.

The reduction in government funding relates to a provision made for the NHS funding cut announced by the Department of
Health (DoH) and NHS England. Additionally a provision for Category M adjustments relating to the NHS year ended
March 2017 was made. This relates to an estimate of the cumulative margin overpayment received from the DoH for the year
to 30 June 2017. The estimate included in the accounts is a figure provided by the Dol via the Pharmaceutical Services
Negaotiating Committee (PSNC) as the quantum of the margin over delivery.

Banking Group Fire Marine Motor Miscellaneouns Total

£006 £000 1000 £000 £000
At the beginning of the year 4,217 859 2,432 7,155 14,663
Claims incurred during the year 2,256 486 2,213 8.464 13,419
Claims paid during the year (2.586) (430) (2,108} (5,846) (10,970)
Premium written in the vear 4,552 1,712 5,327 5,957 17,548
Prentiums earned during the vear (4,508) (1.743) (4,688) (6.600) {(17.941)
Exchange differences 137 24 52 159 372
At the end of the year 3,668 906 3,228 9,28% 17,001

The movement in provisions is due to the normal course of business of providing insurance contracts. Ail provisions in both

financial years are non-current.
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The following are the major deferred tax liabilities and assets recognised by the Company and movements thereon during the
current and prior reporting petiod.

Trading Group

At 1 July 2015

Charge / (credit) to profit
and loss

Charge to the OCI
Exchange difterences

At 30 June 2016

On acquisition

(Credit) / charge to profit
and loss

Charge to the OCI
Timing difference
Exchange differences

At 30 June 2017

Trading Group

At T July 2015

Charge / (credit) to profit
and loss

Charge / {credit) to the OCI
Exschange differences

At 30 June 2016

On acquisition

(Credit) / charge to profit
and loss

Charge / (credit) to the OCI
Timing difference
Exchange ditterences

At 30 June 2017

Property, Intangible  Investment
plant & assets property
equipment
£000 £000 £000
52,601 105,233 2,236
232 (20.842) 88
7,741 1,061 -
60,574 85472 2,324
1,378 - -
(2,141) {11,741) 2.849
5471 (2,756} -
1,791 (1,490) -
67,073 69,485 5,173
Sub total Employee  Tax credits
benefits
£000 £000 £000
146,321 (1,114) (2,368)
602 - (5.927)
84 (488) -
9,008 - (969)
156,015 (1,602) (9,264)
4,194 - -
(8,794) - 9,763
317 29 -
2,715 - -
454 - (499
154,901 (1,573) -

Investments Tax losses Sub total
and associates

£000 £000 £000

4,938 {18.707) 146,321

1,710 19,414 a02

84 - 84

913 (707) 9.008

7,645 - 156,015

2.816 - 4,194

2.204 (25) (8,794)

317 - 317

- - 2.715

i53 - 454

13,195 (25) 154,901

Short term Other Total
timing

£000 £000 £000

1.466 49 144,354

{1,572 - (6.897)

- - (404)

(13) 6 8,032

(119) 55 145,085

(26) - 4,168

(806) 8 171

(53) {60) 231

- - 2,715

(85%) 3 (903

(1,861) - 151,467

Deferred tax assets and liahilities arc offset where the Group has a legally enforccable right to do so The following is the
analysis of the deferred tax balances (afier offset) for financial reporting purposes'

Trading Group

Deterred tax liabilities
Deferred tax assets

Net deferred tax liability

2017 2016
£000 £000
154,926 156,070
(3,460) (10,983)
151,466 145.085
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34. Deferred Tax (continued)

Banking Group Employee Tax losses  Retivement
benefits fund
£000 £000 £000
At 1 July 2015 {2,444) - (12,773)
(Credit) / charge to protit and (522) (3,352) (1,255)
loss
{Credit) / charge to the OCl - (304) (1,834)
Exchange differences (413) (384) (2,198)
At 30 June 2016 (3,379) (4,040) {18,060)
(Credit) / charge to profit and (2,357) 2,002 18,218
loss
Charge / {credit) to the OCI - 205 (873)
Exchange differences 40N (169) (932)
At 30 June 2017 (3,777 2,002) (1,648)
Banking Group Sub total Investments
£000 £000
At 1 July 2015 (11.543) 34.656
On acquisition (3,197) -
Charge / (credit) to profit and 1.021 16,596
loss
(Credit) / charge to the OCI {2,132) 9,760
Exchange differences (11,545) 54,656
At 30 June 2016 (17,853} 81.012
Charge / (credit) to profit and 19,910 (553)
loss
{Credit) to the OCI (1,241) (34,076)
Exchange differences (651) 3,165
At 30 June 2017 165 49,548

Bestway (Holdings) Limited
Registered number 01392861
Annual report and financial statements
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Property, Investment Sub total
plant & property
equipment
£000 £000 £000
3.513 159 (11,543)
(175) 107 (5.197)
3.159 - 1.021
828 35 (2,132)
7,325 301 (17,853)
1,953 94 19,910
(369 (204) (1,241)
(1.253) 1,744 (651)
7,656 1,935 165
Associates  Short term Total
timing
differences
£000 £000 £000
3.740 5.451 52302
(674) (234) (6,105)
- (49) 17.568
478 769 8.875
3,740 5,451 52,302
3.544 5,937 72,640
21 (198) 18,947
- (727 (36,044)
107 (139 2,481
3,439 4,872 58,024

Deferred tax assets and liabilities are offset where the Group has a legally enforceable right to do so. The following is the
analysis of the deferred tax balances (after offset) for financial reporting purposes.

Banking Group

Deferred tax liabilities
Deferred tax assets

Net deferred tax liability

2017 2016
£000 £000
67,451 98.119
(9.427) (25,479
58,024 72.640
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35. Employee henefits
Trading Group

The Trading Group operates a number of pension plans throughout the world, devised in accordance with local conditions
and practices. Lhe majority of the plans are defined benefit plans and are funded by payments to separately administered
trusts or insurance companies. The principal plans are in the United Kingdom and Pakistan,

United Kingdom Scheme

The Schemes are subject to the funding legislation, which came into force on 30 December 2003, outlined in the Pensions
Act 2004. This, together with documents issued by the Pensions Regulator, and Guidance Notes adopted by the Financial
Reporting Council, set out the framework for funding defined benefit occupational pension plans in the UK.

The trustces of the Schemes are required to act in the best interest of the Schemes’ beneficiaries. The appointment of the
trustees is determined by the Scheme’s trust documentation. It is policy that one third ot all trustees should be nominated by
the members.

Full actuarial valuations were carried out as at 30 April 2014 for the Main Scheme and 31 December 2012 for the Officers
Scheme in accordance with the scheme funding requirements of the Pensions Act 2004 and the funding of the Schemes are
agreed between the Company and the trustees in line with those 1equirements. These in particular require the surplus/deficit
to be calculated using prudent, as opposed to best estimate actuarial assumptions.

These actuarial valuations showed a deficit of £2,215.000 for the Main Scheme and £342,000 for the Officers’ Scheme.

The Company has agreed with the trustees that it will aim to eliminate the deficit for the Main Scheme over a period of 5
years from 30 April 2015 by the payment of annual contributions of £455.000 increasing each year by 3%, The Company has
agreed with the trustees that it will aim to eliminate the deficit for the Officers® Scheme over a period of 2 years and 8
months from 1 April 2014 by the payment of annual contributions of £200,000 in respect of the deficit. In addition and in
accordance with the actuarial valuations, the Company has agreed with the trustees that it witl meet expenses of the Schemes
and levies to the Pension Protection Fund.

Defined benefit pension schemes

The information disclosed below is in respect of the whole of the plans for which the Group is the sponsoring employer
throughout the periods shown

Present values of scheme liabilities, fair values of assets and deficit: 2017 2016

£000 £000
Present value of scheme liabilities (39,529) (36,230)
Fair value of assets 27,5394 25,079
Deficit (11,935) {11,151)
Related deferred tax asset 1,573 1,602
Net liability (10,362) (9,549)

The present value of plan habilites is measured by discounting the best estimatc of future cash flows ta be paid out by the
plan using the projected unit credit method The value calculated in this way is reflected in the net liability in the balance
sheet as shown ahove.

All actuarial gains and losses are recognised in the year in which they oceur in Other Camprehensive Income (OCI).
Impact of the Asset Ceiling

The Group has reviewed implications of the guidance provided by IFRIC 14 and have concluded that it is not necessary to
make any adjustments to the [AS 19 figures in respect of an asset ceiling or Minimum Funding Requirements as at 30 June
2017
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35. Employee benefits (continued)

Movements in present value of defined benefit obligations:

Defined benefit obligation at beginning of period
Current service costs

Interest cost

Actuarial losses

Benefits paid

Exchange differences

At the end of the period

Bestway (Holdings) Limited
Registered number 01392861

Annual report and financial statements
For the year ended 30 June 2017

There have been no scheme amendments, curtailments or settlements in the accounting period.

Movements in fair value of plan assets:

Value ot scheme assets at beginning of period
Transfer from group Company

Expected return on plan assets

Actuarial gains

Contributions by employer

Benefits paid

At the end of the period

Expense recognised in the profit and loss account:

Interest on defined benetit pension plan obligation
Expected return on defined benefit pension plan assets

Total expense

Expense recognised in other comprehensive income:

Actuarial losses
Actuarial gains

Total expense

2017 2016
£000 £000
36,230 30.635
363 212
1,178 1,278
2,792 4,724
971 (1,010)
(63) 391
39,529 36.230
2017 2016
£000 £000
25,079 -
- 23,606

765 930
1,754 718
716 703
(720) (878)
27,594 25.079
2017 2016
£000 £000
1,178 1,278
(765) (930)
413 348
2017 2016
£000 £000
2,792 4,724
(1,754) (718)
1,638 4,006
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35. Employee benefits (continued)

The fair value of the plan assets and the return on those assets were as follows:

2017 2016

£000 £000

Cash 419 764
Equities 9,028 7,545
Bonds 1,166 1,177
Hedge funds 44 139
Liability Driven Investments (LD1) 5,227 4,991
Diversified growth 11,710 10,463
27,594 25079

None of the fair values of the assets shawn above include any direct investments in the Company's own financial instruments
or any property occupied by, or other assets used by, the Company All of the schete assets have a quoted market price in an
active market with the exception of the Trustee’s bank account balance.

It is the policy of the Trustees and the Company to review the investment strategy at the time of each funding valuation. The
Trustees’ investment objectives and the processes undertaken to measure and manage the risks inherent in the Schemes’
investment strategy are documented in the Schemes’ Statement of [nvestment Principles

All equity securities and government bonds have quoted prices in active markets. All other plan assets are not quoted in an
active market.

Actuarial assumptions

The following are the principal actuarial assumptions at the reporting date (expressed as weighted averages)

2017 2017 2016 2016

UK Pakistan UK Pakistan

Discount rate 2.60% 7.75% 3.05% 7.25%
Inflation (RP1) 3.40% - 3.10% -
Inflation (CPT) 2.40% - 2.10% -
Future salary increases 3.60% 5.75% 3.30% 6.25%

The assumptions relating to longevity underlying the pension liabilities at the balance sheet date are based on standard
actuarial mortality tables and include an allowance for future improvements in longevity. The assumptions are equivalent to
expecting a 65-year old to live for a number of years as follows:

- Current pensioner aged 65: 22.2 years (male), 24.1 years (female).
- Future retiree upon reaching 65: 23.9 years (male), 25.9 years (female).
Sensitivity analysis

The calculation of the defined benefit obligation is sensitive to the assumptions set out above. The fellowing table
summarises how the impact on the defined benefit obligation at the end of the teporting period would have increased /
(decreased) as a result of a change in the respective assumptions:

Change in assumption Change in liabilities
Discount rate Deciease 00.25% p.a. Increase by 4.4%
Rate of inflation Increase of 0.25% p.a. Increase by 1.4%
Rate of salary growth Increase ot 0.25% p.a. Increase by 0.5%
Rate of mortality Increasc in life expectlancy of 1 year Increase by 3.7%
Commutation Members commute an exira 10% of Decrease by 0 6%

Post A Day pension on retirement
The sensttivitics shown above are approximate. Each sensitivity considers onc change in isolation The inflation sensitivity

mcludes the impact of changes to the assumptions for revaluation, pension increases and salary growth The average duration
of the defined benefit obligation at the petiod ended 30 June 2017 15 18 years
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35. Employee benefits (continued)
Sensitivity analysis (continued)

The Schemes typically expose the Company to actuarial risks such as investment risk, interest rate risk, salary growth risk,
mortality risk and longevity risk. A decrease in corporate bond yields. a rise in inflation or an increase in life expectancy
would result in an increase to plan liabilities. This would detrimentally impact the balance sheet position and may give rise in
increased charges in future P&L accounts This effect would be partially offset by an increase m the value of the Schemes’
bond and LDI holdings, and in qualitying death mn service insurance policies that cover the mortality risk. Additionally, caps
on inflationary increases are in place to protect the plan against extreme inflation.

Funding

The best estimate of contributions to be paid by the Company to the Schemes for the period beginning 1 July 2017 1s
£552,000.

Banking Group

The Banking Group operates a funded pension scheme established in 1986. The Banking Group also operates a tunded
gratuity scheme for new employees and for those employees who have not opted for the pension scheme.

The Bank also operates a contributory benevolent fund scheme and provides post retirement medical benefits to eligible
retired employees. The benevolent fund scheme and the post-retirement medical scheme cover all regular employees of the
Bank who joined the Bank pre-privatization

The liabilities of the Bank in respect of these schemes are determined based on actuarial valuations carried out using the
Projected Unit Credit Method. Actuarial valuations of the defined benefit schemes are carried out every year and the latest
valuation was carried out as at 30 June 2017,

The number of employees covered under the following defined benefit schemes are:

Banking Group 2017 2016
Pension fund 6,861 6,926
Gratuity fund 8,703 8,329
Benevolent Fund 4,329 4,596
Post-retirement medical benefit scheme 8,016 9,882

Principal actuarial assumptions

The actuarial valuations were carried out as at 30 June using the following significant assumptions

Banking Group 2017 2016
Discount rate and expected rate of return on plan assets 7.25% 7.25%
Expected rate of future salary increase 5.75% 525%
Expecied rate of increase in pension and medical benefit 1.75% 1.25%
Expected rate of increase in pension 7.75% 7.25%
Post-retirement mortality at age 60~

Pension fund 12.32 12.29

Benevolent Fund 8.25 8.11

Post-retirement medical benefit scheme 13.77 13.73
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35, Employee benefits (continued)

Present values of scheme liabilities, tair values of
assets and deficit:

Present value of scheme liabilities
Fair value of plan assets

Present value of scheme liabilities
Fair value of plan assets

Fair value of plan assets

Defined benefit obligation at 1 July 2016
Current service cost

Interest cost

Benetfits paid

Return allocated to other funds
Actuarial loss on obligations

Exchange difference

At 30 June 2017

Pension Gratuity
fund fund
2017 2017
£000 £000

20,313 4.884

(23.027) (5,118)

(2,714) {234)
Pension Gratuity
fund fund
2016 2016
£000 £000
21,789 4,367
(22.799 (4.749)
(1,010} (382)

Pension Gratuity
fund fund
£000 £000

21,789 4,367
67 783

371 344
(3,390) (1,216)
965 -
(667) 488
678 116
20,313 4,584
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Post-

retirement

Benevolent medical
Fund benefit Total
2017 7 2017
£000 £000 £000
3.331 9,764 38,292
(3,593) - (31.738)
(262) 9,764 6,554

Post-

retirement

Benevolent medical
Fund benefit Total
2016 2016 2016
£000 £000 £000
3,507 8.675 38,338
(3,441) - (30.989)
66 8,675 7,349

Past-

Benevolent retirement

Fund medical
benefit Total
£000 £000 £000
3,307 8,675 38,338
58 36 946
249 6235 2,085
(524) (974) (6,104)
- - 965
(66) 1,174 929
107 228 1,126
3,331 9,764 38,292
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35. Employee benefits {continued)

Movement in fair value of plan assets.

Value of scheme assets at 1 July 2016
Interest income on plan assets
Contribution by employer

Benefits paid

Amount paid by the fund to the Bank
Actuarial gain on plan assets
Exchange difference

At 30 June 2017

Expense recognised in profit and loss account:

Current service cost

Net interest on defined benefit asset or liability
Return allocated to other funds

Employees' contribution

Current service cost
Net interest on defined benefi{ asset or liability
Return allocated to other funds

Bestway (Holdings) Limited
Registered number 01392861

Annual report and financial statements
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Post-
retirement
Pension Gratoity Benevolent medical
fund fund Fund benefit Tota)
£000 £000 £000 £000 £000
22,371 4,749 3,441 - 30,561
1,879 372 243 - 2,494
84 351 20 - 653
- - 20 - 20
(2,685) (1.179) (425) . (4,289)
734 493 197 - 1.424
644 132 97 - 873
23,027 5,118 3,593 - 31,738
Post-
retirement
Pension Gratuity Benevolent medical Total
fund fund Fund benefit
2017 2017 2017 2017 2017
£000 £000 £000 £000 £000
67 785 58 36 946
(1,008) (28) 4] 625 (405)
965 - - - 965
- - (20 - (20)
24 757 44 661 1,486
Post-
retirement
Pension Gratuity medical Total
fund fund benefit
2016 2016 2016 2016
£000 £000 £000 £000
17 601 30 748
(925) [€1)] 616 (340)
915 - - 915
107 570 646 1,323
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35. Employee benefits (contimied)

Movement recagnised mn the staternent of
comprehensive income:

Actuarial gain on obligations

Experience adjustments

Return on plan assets over interest income
Adjustment for mark up

Actuarial gain on obligations

Experience adjustments

Return on plan assets over interest income
Adjustment tor mark up

Pension
fund
2017
£000

(33)
(634}
(734)

52

(1,349)

The fair value of the plan assets and the return on those assets were

as follows

Cash and cash equivalents
Quoted ordinary shares

Ungquoted term finance certificates
Pakistan investment bonds
Special savings certificates
Reverse Repo

Bestway (Holdings) Limited
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Post-

retirement

Gratuity Benevolent medical
fund Fund benefit Total
2017 2017 2017 2017
£000 £000 £000 £000
4 (64) (169) (262)
484 {2) 1.343 1,191
(493) (197) - (1,424)
4 3 - 61
(n (258) 1,174 (434)

Post-

retirement

Pension Gratuity medical
fund fund benefit Total
2016 2016 2016 2016
£000 £000 £000 £000
1,017 (16) 1,758 2,759
2,033 200 (406) 1.827
(541) (193) - (734)
2,509 8] 1,352 3,852

Pension Gratuity  Benevolent
fund fund Fund Total
2017 2017 2017 2017
£000 £000 £000 £000
86 14 10 110
1,225 210 177 1,612
569 36 68 673
10,389 2,925 1,414 14,728
10,759 626 1,920 13,305
- 1,306 3 1,309
23,028 5,117 3,592 31,737
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35. Employee benefits (continued)

The fair value of the plan assets and the return on those assets were

as follows

Quoted otdinary shares

Quoted term finance certificates
Unquoted term finance certificates
Pakistan investment bonds
Special savings certificates

Other

Pension
fund

2016
£000

894
418
247
11.296
9,486
458

22,799

Bestway (Holdings) Limited
Registered number 01392861
Annual repart and financial statements
For the year ended 30 June 2017

Gratuity
fund

2016
£000

35
73

278

1,898
8

4.749

Total
2016
£000

949
491
247
14,011
11,384
466

27,548

The funds primarily invests in government securities and accordingly do not carry any sigmficant credit risk Thess are
subject fo interest rate risk based on market movements, Investment in term finance certificates are subject to credit risk and
inferest rate risks, while equity securities are subject to price risk. These risks are regularly monitored by Tiustees of the

employee tunds.

Sensitivity analysis

Sensitivity analysis has been performed by varying one assumption keeping all other assumptions constant and calculating
the impact on the present value of the defined benefit obligations under the various employee benefit schemes The
increase/{decrease) in the present value of defined benefit obligations as a result ot a change In each assumption is

summarised below:

Pension Gratuity Benevolent

Banking Group fund
2017
£000

Tncrease in discount rate by 1% 607

Decrease in discount rate by 1% 689

Increase in expected future increment in salary by

1% -
Decrease in expected future increment in salary by

1% -
Increase in expected future increment in pension by

1% 620
Decrease in expected future increment in pension by
1% (549)

Increase in expected future increment in medical
benefit by 1% -
Decrease in expected future increment in medical
benefit by 1% ~

fund
2017
£000

{395)
461
466

(406)

Post-~

retirement
medical Pension Gratuity
Fund benefit  fund fund
2017 2017 2016 2016
£000 £000 £000 £000
(176) 948) (821) (345)
199 1,154 939 402
13 - - 406
(13) - - (354
- - 245 -
- - (213) -
- 1,092 - -
- (927) - -

Post-
retirement
medical
benefit

2016
£000

(731)

868

196

(172)

Although the analysis does not take account of the full distribution of expected cash flows, it does provide an approximation

of the sensitivity of the assumptions shown.

Expected contributions to be paid to the funds in the next financial year

The Banking Group contributes to the pension and gratuity funds according to the actnary's advice. Based on actuarial
advice, management estimates that the expected contribution of £1.58 million in the financial year to 30 June 2017.
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Notes (continued)

35. Employee benefits (continued)

Funding policy

The Bank endeavours to ensure that liabilities under the vanous employee benefit schemes are covered by the Fund an any
valuation date having regards to the various actuarial assumptions such as projected future salary increase, expected future
contributions to the fund, projected increase in liability associated with future service and the projected investment income of

the Fund.

36. Operating lease arrangements

Trading Group 2017 2016
£000 £000

Lease payments under operating leases
recognised as an expense in the year 15,775 15,469

At the balance shect date, the Group had outstanding commitments for future minimum lease payments under non-
cancellable operating leases, which fall due as follows:

2017 2016

£000 £000

Legs than one year 14,193 13.911
Between one to five years 46,125 43,869
More than five years 62,472 60,389
122,790 118,169

Operating lease payments represent rentals payable by the Group for certain of its office properties Leases are negotiated
for an average term of 8 years and rentals are fixed for an average of 8 years with an option to eatend for a further period at
the then prevailing market rate,

Leases as lessor

The investment propertics are let under operating leases The future nunimum lease payments under non-canceilable leases
are as follows:

2017 2016

£000 £0600

Less than one year 4,640 5,223
Between one and five years 13,133 15,282
More than five years 54,583 54,216
72,356 74,721

During the year £6.9 mitlion (2016: £8.6 miilion) was rccognised as rental income.

Banking Group

At 30 June 2017 the Banking Group had no annual commutments under non-cancellable operating leases (20162 nil)
37. Capital Commitments

At 30 June 2017 the Group had entered nlo contracts to purchase property. plant and equipment; the Tiading Group
cammitment was £9,488.000 (2016, £2.555,000) and the Banking Group commitment was £10,373.000 (2016: £18,400,000)
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Notes (continued)
38. Contingent liabilities
Trading Group

‘The UK Group. which excludes Bestway Cement Limited, became party to a Senjor Facilities Agreement with JP* Moigan
Limited on 6 October 2014, wherehy the liabilities to JP Morgan Limited ot each of the Group and Bestway Northern are
cross guaranteed by each of the companies. The loans under agreement at 30 June 2017 amount to £290 million (2016: £430
million). See¢ note 41 for information on the refinancing transaction that took place subsequent to the year ended 30 June
2017.

Regarding Bestway Cement Limited, appeals against the Competition Cormnission of Pakistan’s (CCP) orders were also
filed as an abundant precaution in the Honorable Supreme Court of Pakistan under Section 42 of the Competition Ordinance,
2007, During the year, the cases were fixed for hearing on time to time, however, due to non availability of defendant, the
hearings of the case were adjourned. These appeals are still pending and management is confident of a taverable outcome of
the case, accordingly no provision has been made in these financial statements.

The CCP issued a show cause notice dated 28 October 2098 to 21 cement companies (including the Company) under section
30 of the Competition Ordinance, 2007. On 27 August 2009, CCP imposed a penalty aggregating £8.43m on the Company
and Pakcem (acquired by the Company). The cement manufacturers {including the Company) have challenged the CCP arder
n the Honorable High Court and the Honorable High Court has passed an interim order restraming CCP from taking any
adverse action against those 21 cement companies.

The Commissioner Inland Revenue (Appeals-T) (CIR {A}) while deciding the appeal filed against the Order-in-Original No.
20 of 2013 dated 07 May 2013 (the OIO) for the years 2010, 2011 and 2012 passed by the tax authority raising alleged
aggregate demand of £143.67 million (including £25.06 million related to Mustehkam Cement Limited (MCL). which was
amalgamated into the Company in 2013), remanded the case back to the tax authority by observing that the QIO is
completely silent about the earlier judgment passed by the Customs, Excise and Sales Tax Appellate Tribunal dated 30 April
2003 on the similar issue that the cement produced/sald by the Company was less than the quantity of cement worked out in
standard mix of 95:5 (5 being gypsum). The Company is in appeal against the order of the CIR(A) which is pending disposal
to date. On similar issue in a parallel case, the Appellate Tribunal Infand Revenue (the ATIR) has set aside the demand raised
by the tax authority by abserving that working out production on the basis of working back gypsum percentage should not be
followed as there are many other ingredients required to manufacture cement.

Further, taking up the reassessment proceedings, the tax authority passed the Order-in-Original No. 09/065 of 2014 dated 18
March 2013 (the Order) by following a completely difterent view that the production of cement should be worked out at the
rate of 98% of installed capacity for all years under review. Resultantly, an aggregate demand of £64.27 million (including
£11.74 million related to MCL) against the Company was raised. Being aggrieved with this decision, the Company filed an
appeal before the CIR(A) who upheld the treatment followed by the tax authority with modification that instead of 98%, the
capacity should be worked out on average production in parallel cases for the years. However, the tax authority has worked
out production by applying a rate of 86.66% instead of 98%. As a result demand of £39.74 million {(including £6.92 million
related to MCL} along with default surcharge and penalty was raised. On appeal filed by the Company the ATIR has
annulled the orders of tax authority. The tax authority has filed reference before the Honourable Islamabad High Court
against the appellate orders of the ATIR.

Banking Group

In previous years, penalties amounting to £30,54 million have been levied by the FE Adjudication Cour{ of the State Bank of
Pakistan relating to alleged contraventions of the requirements of foreign exchange regulations with respect to issuance and
certification of BE-Forms by the Bank to certain customers (Exporters) whoe failed to submit the export documents there
apainst, As a result foreign exchange on account of export proceeds have not been repatriated. The Bank maintains that it
fully discharged its liability, in accordance with the law and has filed a civil suit in the High Court of Sindh challenging the
levy of the penalty. The High Court has granted a stay on action being taken against the Bank The management, based on
the advice from legal counsel. is confident that the view of the Bank will prevail and the Bank will not be exposed to any loss
on this account.

United Bank Limited Yemen (UBL) issued two Standby Letters of Credit (SBLCs) for £9.47 million and £10.26 million in
favor of Ministry of Oil and Minerals, Yemen (MOM) against the counter SBLCs of a foreign bank. In March 2015, the
Counterparty to the performance agreement notified MOM of suspension of SBLCs because of force majeure. In September
2015, MOM filed a law suit against UBL at the Preliminary Commercial Court in Sana’a claiming the payment of both
SBLCs for the sum of £§5.73 million.

UBL management is pursuing the matter in the Cowrt in Yemen and so far no major debate has been held as hearing has been
adjourned to subsequent dates due to either non-appearance of legal counsel of Ministry of Oil and Mineral and non-
submission of responses required by legal counsel of UBL The case is still in the Court schedule however no summon is
received for next hearing.
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39. Non-controlling interest

Group

Balance at 1 July 2015

Share of total comprehensive income for the year
Payment of dividends
Adjustment arising from change in non-controfling interest

Balance at 30 June 2016

Share of total comprehensive income for the year

Payment of dividends

Adjustment arising from change in non-controlling interest
Issuance and repurchase of units

Balance at 30 June 2017

Bestway (Holdings) Limited
Registeted number 01392861

Annual report and hinancial statements
For the year ended 30 June 2017

Total
£000

552,268
207,926

(58,893)
(1.624)

699,677

100,645
(66,626)
(10,577)

(3.006)

720,113

Summarised financial information in respect of each of the Group’s subsidiaries that have material non-controtling interests is
set out below. The summarised financial information below represents amounts before intragroup eliminations.

Bestway Cement Limited

Current assets

Non-current assets

Current liabilities

Non-current liabilities

Equity attributable to owners of the Company

United Bank Limited

Current assets

Non-current assets

Current liabilities

Non-current liabilities

Equity attributable to owners of the Company
Non-controlling interests

2017
£000

114,127
486,597
{99,373)

(150,393)

(350,958)

7,803,247
6,763,003
(12,370,436)
(964,731)
(1,195,369)
(35,714)

2016
£000

84,019
471,744
(69,520)

(186.413)
(299.830)

6,613,771
5,500,154
(10.310,060)
(588,569)
(1.176,890)
(38,406)
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Notes (continued)

440. Financial instruments
Group

a) Capital risk management

The Group manages its capital to ensurc that entities in the Group will be able to continue as going concerns while
maximising the return to the sharcholders through the optimisation of the debt and equity balance. The Group's overall
strategy remains unchanged trom 2016.

The capital structure of the Group consists of net debt (borrowings disclosed in note 32 after deducting cash and bank
balances) and equity of the Group (comprising issued capital and retained earnings as disclosed in the Consolidated
Statement of Changes in Equity).

The Group is not subject to any externally imposed capital requirements.

Gearing ratio

2017 2016
The gearing ratio at the year-end is as follows' £000 £000
Debt 3,451,829 2,131,337
Cash and cash equivalents (1,421,044) (1,021,168)
Net Debt 2,030,785 1,110,169
Equity 2,065,767 1,191,153
Net debt to equity ratio 0.98 0.93

Debt is defined as long- and short-term borrowings as detailed in note 32, Cash & cash equivalents is defined as cash net of
outstanding bank overdrafls as detailed in note 28 Egquity includes all capital and reserves of the Group excluding non-
controlling interest share.

Trading Group
b) Financial risk

The foliowing table shows the carrying amounts of financial assets and {inancral liabilities by categories:

Financial Assets 2017 2016
£000 £000

Loans and Receivables

Amounts receivable tor sale of goods 126,967 143,655

Other receivables 50,363 30,676

Cash and cash equivalents 108,973 90,157

Total Financial Assets 286,303 264,488

Financial Liabilities

Overdraft 38,320 7.394
Trade payables 447,533 365,824
Amounts due to related parties - 152,774
Other interest bearing loans and borrowings 459,381 538,979
Total Financial Liabilities 945,234 1,064,971
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Notes (continued)
490. Financial instruments (continied)
b} Financial risk (continued)

Financial risk management objectives

The Trading Group's Corporate Treasury function provides services to the business, co-ordinates access to domestic and
international financial markets, monitors and manages the financial risks 1elating to the operations of the Trading Group
through internal risk reports which analyses exposures by degree and magnitude of risks. These risks include liquidity risk
and cash flow interest rate risk,

The Trading Group seeks to minimise the effects of these risks by detailed forecasting and cash management to ensure that
loan covenants are not breached The Group has a policy of using reasonable cash surpluses to pay down debt and thereby
reducing interest costs. The Group has also enteted into an interest ratc cap arrangement with JP Morgan to reduce the
exposure 1o large increases in LIBOR. The Group does not enter into or trade financial instruments, including derivative
financial instruments, for speculative purposes

¢} Credit Risk
Credit risk is the risk of financial loss to the Trading Group il a customer or counterparty to a financial instrument fails to

meet its contractual obligations, and arises principally from the Trading Group’s receivables from customers,

The Trading Group manages credit risk principally through the performance of credit checks on new customers and credit
control procedures. The trade debtor balances are made up of a large number of individual customer balances, none of which
are individually significant Cash and cash equivalents represents deposits at high quality financial institutions.

The carrying amount of financial assets represents the maximum credit exposure The maximum exposure to credit risk at the
reporting date is listed in financial assets within the table above. All trade receivables at the balance sheet date are within the
UK or Pakistan. See note 33 for more information on provisions relating to credit customers.

The average credit period taken on sales of goods for our wholesale business is 30 days. 66 days for the Pharmacy business
and 10 days for the cement business. No interest 15 charged on the receivables balance. The Trading Group has recognised
an allowance for doubtful debts of 100% against all receivables over 90 days because historical experience has been that
receivables that are past due beyond 90 days are less likely to be recoverable.

Before setting up a new customer account on credit, the Group assesses the potential customer's credit quality.

The aging of trade receivables at the balance sheet date was:

Gross Impairment Gross Impairment
2017 2017 2016 2016
£000 £000 £000 £000
Not past due 122,915 - 142,629 -
0-30 days past due 2,873 - 1,772 -
31-60 days past due 715 - 381 -
More than 61 days past due 3,454 2,990 1,046 2,173
129,957 2,990 145828 2173
Movement 1n the allowance for doubtful debts.
2017 2016
£000 £000
Balance at the beginming of the peiiod 2,173 1,851
Impairment losses recognised 1,067 394
Impairment losses reversed (250) {72}

Balance at the end of the period 2,990 2,173

In determining the recoverability of a trade reccivable the Croup considers any change in the credit quality of the trade
receivable from the date eredit was initially granted up to the reporting date. The concentration of credit tisk is limited due to
the customer base being large and unrelated,
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Nates (continved)

40. Financial instraoments (continued)

¢} Credit Risk (continued)

The Directors consider that the carrying amount of trade and other receivables is approximately equal 1o their fair value.
All trade and other receivables for the Trading Group are current and expected to be recovered within §2 months.

d) Interest rate and liguidity risk

The Group is exposed to interest rate risk because the Trading Group bortows funds at floating interest rates. namely LIBOR
and KIBOR (Karachi inter-bank ofter rate).

Ultimate responsibility for liguidity risk management rests with the board of Directors, which has established an appropriate
liguidity risk management framework for the management of the Trading Group's short, medium and long-term funding and
liquidity management requirements. The Trading Group manages liquidity risk by maintaining adequate reserves, banking
facilities and reserve borrowing facilities, by continuously monitoring forecast and actual cash flows, and by maltching the
maturity profiles of financial assets and liabilities. Details of additional undrawn facilities that the Group has at its disposal
to further reduce liquidity visk are set out below.

Liquidity and interest risk tables

The following tables detail the Trading Group's remaining contractual maturity for its non-derivative financial liabilities with
agreed repayment periods. The tabies have been drawn up based on the undiscounted cash fiows of financial fiabilities based
on the earliest date an which the Trading Group can be required to pay. The table includes both interest and principal cash
flows. To the extent that interest flows are floating rate. the undiscounted amount is derived from interest rate curves at the
balance sheet date. The contractual maturity is based on the earliest date on which the Trading Group may be required o
pay.

Weighited average 1 year
effective interest or
rate less 1-5 years 5+ years Total
% £000 £000 £000 £000
30 June 2017
Fixed interest rate instruments:
Shares classified as debt 10 52 206 7 975
Shares classified as debt 6 - - 37,662 57.662
Variable interest rate
instruments:
Bank Loans 43 34,000 371,720 - 403,720
Rank Loans KIBOR + 0.2 35,912 73470 - 109,382
69,964 445,396 58,379 573,739
30 June 2016
Fixed interest rate instruments:
Shares classified as debt 10 51 206 718 975
Variable interest rate
instruments:
Borrowings from related 2.53 14,214 15.082 233,156 266,452
perties
Bark Loans 49 34,481 160,343 313,307 508,131
Bank Loans KIBOR + 0.5 35,715 99,981 - 135,696
84,461 279.612 547,181 911,254
Financing facilities 2017 2016
£000 £000
Secured bank overdrafy facility:
Amount used 38,320 7,168
Amount unused 36,680 67,832
75,000 75,000
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40, Financial instruments {confinued)

d) Interest rate and liquidity risk (continued)
Sensitivity analysis

The Group has exposure to interest rate risk on:

-Bank loans that beat interest on LIBOR or KIBOR plus basis

A 1% change in LIBOR or KIBOR rates will increase or decreasc equity by:

Bank loans
Loan to related party

A 1% change in interest rates will increase or decrease protit and loss by:

Bank loans
Loan to related party

Banking Group

Bestway (Holdings) Limited
Registered number 01392861

Annual report and financial statements
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2017 2016
£000 £000
4,594 5,695

- 300
4,504 5,995
2017 2016
£000 £000
4,594 5,695

- 300
4,594 5,995

This section presents information about the Banking Group’s exposure to and its management and control of risks, in
particular, the primary risks associated with its use of financial instruments such as credit, market. liquidity, and operaticnal

risks.

Risk management

The Banking Group has an integrated risk management structure mn place. The Board Risk Management Committee (BMRC)
oversees the entire risk management process of the Bank. The Risk and Credit Policy Group is responsible for the
development and implementation of all risks policies as approved by the BMRC/Board of Directors. The Group is organised
into the functions of Market & Financial Institutions Risk, Credit Policy & Research, Credit Risk Management and
Operational Risk & Basel Il. Each risk function is headed by a senior manager who reports directly to the Group Head, Risk

and Credit Policy. The role of the Risk and Credit Policy Group include:

* Determining guidelines relating to the Banking Group’s risk appetite;

Recommending risk management policies in accordance with the Prudential Regulations. Basel II framework and

international best practices;

¢ Reviewing policies/manuals and ensuring that these are in accordance with BMRC/Board of Directors approved risk

management policies;

Reviewing the adequacy of credit training across the Banking Group:

Developing systems and resources to review the key risk exposures of the Banking Group;
Approving ciedits and granting approval authority to qualified and experienced individuals;

Organising portfolio reviews focusing on quality assessment, risk profiles, industry concentrations, ete ; and
Setting systemns to identify significant portfolic indicators, problem credits and level of provisioning required.
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40. Financial instruments (continued)
(e} Fair value measurements

Fair value is the price that would be received to sell an asset or paid to transfer a lability in an orderly transaction between
market participaats at the measurement date in the principal or, in its absence, the most advantageous market to which the
Banking Group has access to at that date.

favestments which are tradable in an open market are revalued at the market prices prevailing on the statement of financial
position date. The fair value of unquoted equity mvestments is carried af cost fess impairment, 1f any.

The fair vatue of fixed term loans, other assets (except for unrealised gain on derivative financial instruments and forward
exchange contracts), other liabilities (except for unrealised loss on derivative financial instruments and forward exchange
contracts) and fixed term deposits cannot be caleulated with sufficient reliability due to the absence of a cwrrent and active
market for these assets and liabilities and reliable data regarding market rates for similar instruments

In the apinion of the management, the fair value of the remaining financial assets and liabilives are not significantly different
from their carrying values since these are either short-term in nature or, in the case of customer loans and deposits, are
trequently repriced.

The information set out below provides information about how the Group determines fair values of various financial assets
and financial liabilities.

- Level | fair value measurements are those derived from guoted prices (unadjusted) in active markets for identical assets or
liabilities;

- Level 2 fair value measurements are those derived from inputs other than quoted prices included within Level 1 that are
observable for the asset or liability, either directly (1 e. as prices) or indirectly {i.e. derived from prices); and

-Level 3 fair value measurements are those derived from valuation technigues that include inputs for the asset or liability that
are not based on observable market data (unobservable inputs).
Fair value hierarchy as at 38 June 2817

Level i f.evel 2 Level 3 Carrying Value
£000 £000 £000 £000
Investments in financial assets measured at fair
value (Note 25)
Investments.
Government Securities (T-bills, PIBs, GoP
Sukuks and Eurobonds) B 4,236,500 b 4,236,500
Foreign Bonds - 455,919 - 455,919
Ordinary shares of listed companies 158,455 - - 158,455
Debt securities (TFCs) - 3,206 - 3,206
Investment in REIT 3,623 - - 3,623
Financial assets not megsured at fair value
{fnvestment in Associates - 31,600 - 31,600
Cuash and bank balances with treasury banks - 1,141,707 - 1,141,707
Balances with other banks - 212,008 - 212,008
Lending to financial institutions - 276,792 - 276,792
Advances - - 4,467,709 4,467,709
Other financial assets - - 249,273 249,273
Investments - 2,842,660 - 2,842,660
Financial linbilities not measured at fair value
Bills Pavable - - (129,188} (129,188)
Borrowings - (2,938,220) - (2,938,220)
Deposits and other aecounts - (9,739,760) - (9,739,760)
Other financial liabihties - - (404,945} {404,945)
162,078 (3,477,588} 4,182,849 867,339
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40. Financial instruments (continued)

(e) Fair value measurements {continued)

Fair value hierarchy as at 30 June 2016
Level 1 Level 2 Level 3 Carrying Value
£000 £000 £000 £000
Financial assets measured at fair value
Invesiments:

Government Securities {T-bills, P1Bs, GolP 2

Sukuks and Eurobonds) ' ) 3,169,727 ) 3,169,727
Foreign Bonds - 414,484 - 414,484
Ordinary shares of Iisted companies 181,309 - - 181,309
Debt securities {TFCs) - 10,472 - 10,472
[nvestment in REIT 31216 - - 3,216
Financial assets not measyred at fair value
Investment in Associates - 23.803 - 23,803
Cash and bank balances with treasury banks - 647,350 - 647,350
Balances with other banks - 294,822 - 294,822
Lending to finarncial instititions - 269.804 - 269,804
Advances - - 3,861,130 3,861,130
Other financial assets - - 224,156 224,156
Invesiments - 2,639,184 - 2,639,184
Financial liabilities not measured at fair value
Bills Payable - - (87,272) (87.272)
Borrowings - (1,565,907) - (1,563,907
Deposits and other accounts - (8,641.118) - (8,641,118)
Other financial habilives - - (458,301) (458,301)

184,525 (2,737.379) 3,539,713 986.859

Operating fixed assets and investment properties are carried at revalued amounts determined by professional valuers (fevel 2
measurement) based on their assessment of the market values as disclosed in note 20. Particulars relating to fair value of off-
balance sheet financial instruments are given in the following section.

During the year there have been no transfers between the levels.

The fair value of quoted securities other than those classified as held to maturity, is based on quoted market price. The fair
value of unquoted equity securities, other than investments in associates is determined on the basis of the break-up value of
these investments as per their latest available audited financial statements. The fair value of associates is based on the net
assets of the associates as per their latest financial statements.

The fair value of unquoted debt securities, fixed term loans, other assets, other liabilitics, fixed term deposits and borrowings
cannot be caleulated with sufficient reliability due to the absence of a curvent and active market for thesc assets and liabilities
and reliable data regarding market rates for similar instruments.

() Credir risk

Credit risk is the risk thal a customer or counterparty may not settle an obligation for full value, either when due or at any
time thereafler,
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Notes (continued)
40, Financial instruments (continued)
Y Credit risk (continued)

This risk arises from the potential that a customer's or counterparty’s willingness o1 ability to meet such an obligation is
impaired, resulting in an economic loss to the Banking Group. The credit risk managenient process is driven by the Bank's
Credit Palicy. which provides policies and procedures in relation to credit initiation, approval, documentation and
disbursement, credit maintenance and remedial management. Individual credil authorities are delegated to crediv officers by
the Board according 1o their seasoming/maturity Approvals for Corporate and Consumer loans are centralised, while
approval authorities for Commercial and SME exposures are delegated to a Regional level. All credit policy functions are
centrally organised.

Concentrations of credit risk exist it clients are engaged in similar activities, or are located in the same geographical region,
or have comparable cconomic characteristics such that their ability to meet contractual obligations would be similarly
affected by changes in economic, political or other conditions. The Banking Group manages limits and controls
concentrations of credit risk to individual counterparties and groups, and to industries, where appropriate. Limits are also
applied 1o porifolios or sectors where the Banking Group considers it appropriate to restrict credit nsk concentrations, or to
areas of higher risk, or to control the rate of portfolio growth,

The table below sets out information about the credit quality of financial assets and the allowance for impairment/loss held
by the Banking Group against those assets.

Lending to

financial L.oans and Investments Off balance
institutions advances (debt securities) sheet items
2017 2017 2017 2017
£000 £000 £008 £000

At amortised cost
Considered good 272,819 4,107,231 2,827.069 -
Watch list - 325,540 - -
Substandard - 30.641 - -
Doubtful 8,479 30,662 - -
Loss 943 274283 23,821 -
Less: Allowance for impairment (5.450) (300,648) {9,383} -

Available for sale
Considered good - - 4.476,456 -
Loss - - 717 -
Less: Allowance for impairment - - U -
Fair value through profit and loss - - 107,775 -

Off balance sheet
Trade-related contingent {iabilities - - - 1,301,120
Direct credit substitutes - - - 107,949
Transacrion-1elated contingent liabilities - - - 1,296,610
Forward contracts — purchase* - - - 1,783,952
Forward contracts — sale* - - - 1,754971
Derivatives - Interest rate swaps* - - - 40,114
FX options — purchased* - - - 1,328
FX options — sold* - - - 1,328
Forward purchase of Government securities* - - - 7,344
Forward sale of Government securitics* - - - 15,424
Other claims, commitments and - - - 148,881

contingencies

276,791 4,467,709 7,415,738 6,459,021

* These represent the notional amount of the derivatives trade
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40. Financial instruments (continued)

(0 Credit risk (continued)

At amortised cost

Considered good

Watch list

Substandard

Doubttul

Loss

Less: Allowance for impairment
Available for sale

Considered good

Watch list

Loss

Less: Allowance for impairment
Fair value through profit and loss
Off balance sheef

Trade-related contingent liabilities
Direct credit substitutes
Transaction-related contingent liabilities
Forward contracts - purchase
Forward contracts - sale
Derivatives - interest rate swaps
Detivatives - Cross currency swaps
FX options - purchased

FX options - sold

Forward purchase of Government securities

Lending to
financial
institutions
2016

£000

240955

7,560
1,303
(5,640)

244,178

Loans and
advances
2016
£000

3.276.353
167,016
30,427
20.437
256,802
(256,629)

3.494,406

Bestway (Holdings) Limited
Registered number 01392861
Annual report and financial statements
For the yeat ended 30 Junc 2017

Investments (debt
securitics)

2016

£000

2,356,246

879

23,497
(8.576)

3,131,622
10.622
3,116
(2,253)
107,775

5,622,928

Off balance sheet
items
2016
£000

1,055,394
137,393
1,015.030
1,304,560
1,198,076
54,883
3,369
1,556
1.536
9,855

4,781,672

Individually impared loans amount to £601 million (2016: £593 million). while individually impaired investments in

financial assets amount to £25 million (2016: nil).

[ncluded in the above loans and advances are restructured loans, details of which as of 30 June 2017 are as follows:

Gross amount
Allowance for impairment

Net carrying amount

2017 2016
£000 £000
311,828 310314

(52,262) (33.597)

259,566 276,717
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Notes (continued)
40. Financial instruments {continued)

() Credit risk (continued)

Bestway (Holdings) Limited
Registered number 013928061

Annual report and financial statements

For the year ended 30 June 2017

The table below shows the breakdown of the Banking Group’s on / oft-balance sheet credit exposure categorised by the

degree of risk of financial loss:

Lending to

financial Loans and Investments (debt OHf balance
institutions advances securities) sheet items
2017 2017 2017 2017
£000 £000 £000 £000
Neither past due nor impaired 271,819 4,044,138 7,522,694 6,459,021

Past due but not impaired
1 - 59 days - 52,322 - -
59 — 89 days - 10,779 - -
- 63,101 - -

Impaired partfolio
Not past due but impaired - 325,540 - -
Substandard - 30,641 - -
Doubtful §.479 30,662 - -
Loss 943 274283 24,538 -
Less. Allowance for impairment (5.450) {300,648) (10,100 -
276,791 4,467,709 7,537,131 6,459,021
Lending to

financial Loans and  Investments {debt Off balance sheet
institutions advances securities) items
2016 2016 2016 2016
£000 £000 £000 £000
Neither past due nor impaired 240,955 2,948,655 5,606,264 4,781,672

Past due but not impaired
1-59 days - 134,224 - -
59— 89 days - 131,272 - -
- 265.496 - -

Impaired portfolio

Not past due but impaited - 229,218 - -
Substandard - 30427 379 -
Doubtful 7,560 20,437 - -
Loss 1,303 256,802 26613 -
Less: Allowance for impairment (5,640) (256,629) (10,829 -
244,178 3,494,406 5,622,927 4,781,672
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Notes (continued)
40, Financial instruments (continued)
(f} Credit risk {continued)

The table below shows a breakdown of the credit exposure by collateral type:

Lending to
financial Loans and Investments
institutions advances (debt securities)
2017 2017 2017
£000 £000 £000
Cash - 244,341 .
Marketable securities 29,951 36,750 -
Property - 1,027,497 -
Stock - 981,639 -
Guarantee - 382117 7,213,503
Others 236.657 583,738 333,729
Unsecured 15,633 932,225 -
282241 4,748,307 7,547,232

Lending to
financial Loans and Investments
institutions advances  (debi securities)
2016 2016 2016
£000 £000 £0600
Cash - 243,170 -
Marketable securities 48,208 38,284 25,013
Property - 1.037,025 -
Stock - 789,221 -
Guarantee - 789,780 5,225,014
Others 139,145 100,603 383,770
Unsecured 62,464 752.95] -
249,817 3,751,034 5.633,797

The bank takes possession of the collaterals {mostly morigaged properties) in case of settlement arrangements with the

defaulted customers, Market value of such properties amounts to £11.7 million.

The bank has pledged its marketable securities amounting 1o £2,438.6 iillien against tepurchase borrowings.

The table below sets out the credit quality of trading debt securities:

State bank of Pakistan rating grade
Govt. bonds
2017
£000

1 -
2 151,635
3 19,122
4 62,144
5 376,425
6 6,917
Unrated 6,597,262

7,213, 505

Corporate bonds
and others

2017

£000

54,889
8,749
72.401
2,255
2,610

192,823

333727
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Notes (continued)
40. Financial instruments (continued)

(3 Credit risk (continued)

State bank ot Pakistan rating grade
Govt bonds
2016
£800

1 8,157
2 19,713
3 26,621
4 27.898
3 98,641
6 175.284
Unrated 4,905,058

5.261.372

Corporate bonds
and others

2016

£600

14,412
2,811
53,238
2,249
6,850
38,514
248352

372426

The table below sets out the credit quality of trading debt securitres. The analysis has been based on following ratings by

following rating agencies:

Rating grade Moody’s Fitch JCR-VIS S&P PACRA

1 Aaa AAA AAA AAA AAA
Aal AA+ AA+ AA+ AA+
Aal AA AA AA AA
Aa3 AA- AA- AA- AA-

2 Al A+ A+ At A+
A2 A A A A
A3 A- A- A~ A-

3 Baal BBB+ BBB+ BBB+ BBB+
BaaZ BBB BEBB BBB BBB
Baa3 BBB- BBB- BBB- BBB-

4 Bal BB+ BB+ BB+ BB+
RBa2 BB BB BB BB
Ba3 BB- BB- BB- BB-

5 Bi B+ B+ B+ B+
B2 B B B B
B3 B- B- B- B-

6 Caal and below CCC+ and below CCC+ and below  CCC+ and below  CCC+ and below
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40. Financial instruments (continued)

() Credit risk (continued)

Bestway (Holdings) Limited
Registered number 01392861

Annual report and financial statements

For the year ended 30 June 2017

The table below sets out the concentration of risk by sector and by geographical location:

Lending to

firancial Loans and Investments Off balance
institutions advances (debt securities) sheet
2017 2017 2017 2017
Concentration of Credit Risk £000 £000 £000 £000
Chemical and pharmaceuticals - 74,707 893 14,143
Agri business - 484,440 - 13,050
Communication - 137,875 - 91,512
Textile - 493,875 1.695 89.959
Sugar - 89,225 - -
Shoes and leather garments - 69,549 59121 2,988
Transportation equipment - 126,475 - 23,754
Financial 282,242 334,107 51.821 3.748.712
Electronics and electrical appliances - 97.112 - 937
Production and transmission of energy - 920,207 89,987 732.543
Paper and allied - 25,462 - -
Wholesale traders - 145,460 - 26,573
Fertilizer dealers - 159,530 19,028 3,480
Sports goods - 16,632 - -
Food industries - 192,012 - 10,688
Construction - 190,379 650 54,107
Engineering - 125,570 4191 85,486
Glass and allied - 2,795 8 18
Hotels - 47,964 - -
Polyester and fibre - 72316 31,651 4,877
Individuals - 362,542 123,569 26,189
Others including government securities - 600,122 7,164.620 1,530,005
282,242 4,768,356 7,547,234 6,459,021

Concentration by locations
Pakistan operations 181,826 3.219,699 6,699,008 3,292,387
Middle East 88,296 1.210,007 556,868 2,487,999
United States of America - 60,139 - 12
Karachi Export Processing Zone - 4,924 7,721 25,617
Europe 11,579 248,284 273,033 651,902
Africa 540 25,304 10,602 1,103
282,241 4,768,357 7,547,232 6,459,020
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40. Financial instruments (continued)

() Credit risk (continued)

Concentration of Credit Risk
Chemical and pharmaceuticals

Agri business

Communication

Textile

Sugar

Shoes and leather garments
Transportation equipment

Financial

Ele¢tronics and electrical appliances
Production and transmission of energy
Paper and allied

Wholesale traders

Fertilizer dealers

Sports goods

Food industries

Construction

Engineering

Gilass and allied

Hotels

Polyester and fibre

[ndividuals

Others including government securities

Concentration by locations
Pakistan operations

Middle East

United States of America
Karachi Export Processing Zone
Europe

Atrica

Rest of the Woarld

Bestway (Holdings) Limited
Registered number 01392861

Annual report and tinancial statements
For the year ended 30 June 2017

Lending to

financial Loans and Invesiments (debt
institutions advances securities)  Off balance sheet
2016 2016 2016 2016
£000 £000 £000 £000
- 68,760 995 1,533
- 471,184 - 27,088
- 93,355 - 59,006
- 415,042 1,689 289
- 86,488 - -
- 13,683 - 1,209
- 108,074 4,145 6,564
276,035 285,197 140,264 2,841,950
- 82.378 - 4,963
- 637,346 43,287 879,325
- 25178 - -
- 117,765 7,744 8,242
- 92318 2,035 544
- 274 - -
- 164,150 4,308 2,682
- 200,844 6,575 45,186
- 82,140 - 79,769
- 2,236 17 315
- 23,383 - -
- 35,490 - 2
- 489916 205,777 431,244
- 639,491 5.808,207 893,379
276,035 4,144,692 6,225,043 5,283,490
138,373 2,691,833 5,458,984 2,271,547
114,951 1,177,844 519,246 2.490.881
10,764 29,390 1.475 10,470
- 5,012 3,739 42,520
9,094 92,842 128,488 429,529
2,853 74,061 68,981 513
- 73,709 44,131 32,032
276,035 4,144.691 6,225,044 5,283,492
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Notes (continued)
40. Financial instruments (continued)

() Market risk

Market nisk ts the risk that the faw value of a financial instrument will ftuctuate due to movements in market prices. It results
from changes in interest rates, exchange rates and equity prices as well as from changes in the correlations between them.
Each of these components of market risk consists of a general market risk and a specific market risk that is driven by the
nature and composition of the portfolio.

Measuring and controlling market risk is usually carried out at a portfolio level. However, certain controls are applied, where
tecessary, to individual risk types, to particular books and to specific exposures. Controls are also applied to prevent any
undue risk concentrations in trading books, taking into account variations in price. volatility, market depth and liquidity
These cantrols include limits on exposure to individual market risk variables as well as limits on concentrations of tenors and
18suers.

Trading activities are centered in the Treasury and Capital Markels Group which facilitates clients and also runs proprietary
positions. The Group is active in the cash and derivative markets for equity, interest rate and foreign exchange.

The Market and Treasury Risk division performs market risk management activities. Within this division, the Market Risk
Management unit is responsible for the development and review of market risk policies and processes, and is involved in
research, financial modelling and testing / implementation of risk management systems, while Treasury Middle Office is
responsible for implementation and monitoring of matket risk and other policies, escalation of deviations to senior
imanagement, and MIS reporting,.

The functions of the Market Risk Management unit are as tollows:
s To keep the market risk exposure within the Group’s risk appetite as assigned by the Board of Directors.

¢ To develop, review and upgrade procedures for the effective implementation of market risk management policies
approved by the Board of Directors..

«  To review new product proposals and propese / recommend / approve procedures for the management of their
market risk. Various limits are assigned to different businesses on a product/portfolio basis The products are
approved through product programs, where risks are identified and limits and parameters are set. Any transactions /
products falling outside these product programs are approved through separate transaction / product memos,

+ To maintain a comprehensive database for performing risk analysis, stress testing and scenario analysis Stress
testing activities are performed on a quarterfy bagsis on both the Banking and Trading books

The Bank held £226 million (2016: £123 million) of Investments classed under trading portfolio. All its other assets and
liabilities were classed under non-trading portfolio.

Foreign exchange risk

Foreign Exchange Risk is the risk that the fair value of a financial instrument will fluctuate due to changes in foreign
exchange rates. Exposures are monitored by currency to ensure that they remain within the established limits for each
currericy. Exposures are also monitored on an overall basis to ensurc compliance with the Bank’s SBP approved Fareign
Exchange Exposure Limit.

The Banking Group is an active participant in the cash and derivatives markets for currencies and carries currency risk trom
these tiading activities, conducted primarily by the Treasury and Capital Markets Group (TCM). These trading exposures are
monitored through prescribed stress tests and sensitivity analyses.

The Banking Group's local reporting currency is the Pakistan Rupee. but its assets, habilities, income and expenses are
denominated in multiple currencies and converted to British pounds From tume to time. TCM proactively hedges foreign
currency exposures resulting from its market making activities, subject to pre-defined limits.
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44). Financial instruments (continued)
(g} Market risk (continued)

Fareign exchange risk (contined)

Pakistan Rupee
US Dollar
Pound Sterling
Japanese Yen
Euro

UAE Dirham
Bahraini Dinar
Qatari Riyal
Other Currencies

Pakistan Rupee
US Dollar
Pound Sterling
lapanese Yen
Euro

UAE Dirham
Bahraini Dinar
Qatari Riyal
Other Currencies

Sensitivity analysis

Assets Liabilities
2017 2017
£000 £000

11,236,878 9.946,071
1.916.876 1,165,458
268,144 311,606
1,135 1,824
54,015 102,160
675.475 1,301,093
93,902 166,532
170,449 227,068
149,378 113,355
14,566,252 13,335,167

Assets Liabilities
2016 2016
£000 £000

8,924,624 7,676,797
1,798,847 1,201,717
271,454 316,990
8,664 8.377
34,367 90,571
659,783 [.079,081(
84,907 132,519
190,856 249,150
140,522 143.427
12,113,924 10.898.629

Bestway {Holdings) Limited
Registered number 01392861

Annual report and financial statements
For the year ended 30 June 2017

Off - bafance sheet

items
2017
£000

(35,668)
(886.769)
117,173
(82)
48,916
626,476
62,535
51,005
16,414

Off - balance sheet
items
2016
£000

(92,480)
(630,002)
120,141
(157)
58,240
416,041
42,600
57,514
28,103

Net curreney
exposure
2017

£000

1,255.140
(135.352)
73,711
(772)

771

859
(10,096)
(5,614)
52,437

1,231,084

Net currency
Exposure
2016

£000

1,155,347
(32.872)
74,605
130

1,936
(3,256)
(5.012)
(779)
25,198

1,215,297

The effect of different levels of shocks in the exchange rates would have following impact on the equity of the Banking
Group. This analysis assumes that all other variables, in particular interest rates, remain constant,

Magnitude of shock (%)
Nelt foreign exposure

Loss on exchange rate change
Tax adjusted loss

Egquity position risk

20%
149,995
(29,999
(19.499)

30%
149.995
(44,998)
(29.249)

50%
148,995
(74,997}
(48,748)

Equity position risk is the risk that the fair value of a financial instrument will fluctuate due to changes in the prices of
individual stocks or the levels of equity indices. The Group’s equity book comprises of held for trading (HFT) and available
for sale (AFS) portfolios. The objective of the HFT portfolio is to make short-term capital gains, whilst the AFS portfolio is
maintained with a medium term view of earning hoth capital gains and dividend income. Product program manuals liave
been developed to provide guidelines on the objectives and policies, risks and mitigants, limits and contrels for the equity

portfolios of the Group.
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40, Financial instruments (contined)

(g) Market risk (continued)

Yield / inferest risk

Mismatch of interest rate sensitive assets and labilities

Bestway (Holdings) Limited

Registered number 01392861
Annual report and financial statements
Far the year ended 30 June 2017

Interest rate risk is the risk that fair value ol a financial insttument will fluctuate as a result of changes in interest rates,
including changes in the shape of yield curves. Interest rate risk is inherent in many of the Group's businesses and arises
from mismatches between the contiactual maturities or the re-pricing ot on and oft balance sheet assets and liabilities The
interest rate sensitivity profile is prepared on a quarterly basis based on the re-pricing or contractual maturities of assets

and liabilities.

Interest rate risk is monitored and managed by petforming periodic gap analysis, sensitivity analysis and stress testing and
taking appropriate actions where required.

The table below discloses the mismatch between contractual maturities and re-pricing of cash flows of on balance sheet

assets and liabilities:

Onu balance sheet
financial instruments

Assets

Cash and balances with
treasury banks

Balances with other banks
Lending to financial
institutions

Investments

Advances

Other assets

Liabilities

Bilis payable

Borrowings

Deposits and other accounts
Liabilities against assets
subject to finance lease
Payable to investors of
UBL Funds

Other liabilities

On balance sheet gap

Effective
yield /
interest
rate

%
0%

2%
5%

8%
6%

5%
3%

Non-interest

Over | year Over 2 years hearing

Uptol to to Over 5 financial

Total year 2 years 5 years years instruments
2017 2017 2017 2017 2017 2017
£000 £000 £000 £000 £000 £000
1,141,707 68,194 - - - 1,073,513
212,008 142,463 - - - 69,545
276,792 236,605 19,329 20,858 - -
7.733,502 3,028,042 890,035 1,940.741 1,610,040 264,644
4,467,709 4,178,657 73.196 134,831 63,168 17,857
249,273 - - - - 249,273
14,081.041 7,653,961 982,560 2,096,430 1,673,208 1,674,832
129,188 - - - - 129,188
2,938,220 2,799,882 108,756 21,488 - 8.094
9,739.760 5,158,545 112,362 237,506 56,062 4,175,285
19 39 - - - -

13.016 13,016 - - - -
391,890 - - - - 391.890
13,212,115 7.971.482 221118 258,994 56.062 4,704,457
868,878 (317,521) 761,442 1,837,436 1,617,146 (3,029,625)
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Notes (continued)
40, Financial instruments (continued)

(g) Market risk (continued)

Yield / interest risk (continued)

On balance sheet Effective Non-interest
financial instruments yield / Over | year Owver 2 years bearing
interest Uptol to to Over 5 financial
rate Total year 2 years 5 years years  instruments
2016 2016 2016 2016 2016 2016
Yo £000 £000 £000 £000 £000 £000
Assets
Cash and balances with 0% 647,350 51,313 - - - 596,037
treasury banks
Balances with other banks 0% 294.822 80,822 - - - 214,000
Lending to financial 3% 269,803 232,273 13,744 13,816 3,767 4,203
institutions
Investments 0% 6,418,394 2.166.659 910,887 1,601,319 1,246,529 493,000

Advances 8% 3,861,130 3.516,650 75,017 57,813 116,780 94,870
Oiher assels 224,156 - - - - 224,156

11,715,655 6,047,717 999,648 1,672,948 1,369,076 1.626,266
Liabilities

Bills payable - 87.272 - - - - 87.272

Borrowings 6% 1,565,907 1,365,907 - - - -

Deposits and other accounts 3% 8,641,119 5,029,174 124,104 263,553 42,769 3181518

Liabilitics against assets - 33 33 - - - -

subject to finance lease

Payable to investors of UBL - 99,630 - - - - 99.630

Funds

Other liabilities - 358,637 - - - - 358,637
10,752,598 6,595,114 124.104 263,553 42,769 3,727,058

On balance sheet gap 963,057 {547,397) 875,544 1,409,395 1,326.307  (2,100,792)
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40. Financial instruments (coniinued)

(g) Market risk (continued)
Yield / interest risk (continued)

Off-balance sheet financial
instruments*

Interest Rate Long Derivatives
Interest Rate Short Derivatives
Foreign currency forward purchases
Foreign currency forward sales

FX options - purchased

FX options ~ sold

Forward purchase of Government
securities

Forward sale of Government securities

Off-balance sheet Gap

Fair
Value

2017
£000

967

6,837

(22)

Total Yield / Interest Rate Risk Sensitivity Gap

Cum Yield / Interest Rate Risk Sensitivity Gap

Off-balance sheet financial
instruments*

Interest Rate Derivatives ~ Long
position

Interest Rate Derivatives - Short
position

Cross Currency Swap - Long pasition
Cross Currency Swap - Short Position
Foreign currency forward purchases
Fareign currency forward sales

FX options - purchased

FX options - sold

Forward purchase of Government
securities

Off-balance sheet Gap

Fair
Value

2016
£009

2,330

143

(24,853
66

418

Total Yield / Interest Rate Risk Sensitivicy Gap

Cum Yield / Interest Rate Risk Sensitivity Gap

Bestway (Holdings) Limited
Registered number 01392861
Annual report and tinancial statements

For the year ended 30 June 2017

Notional
Value Total Exposed to yield / interest rate
Up to
1year 1.2 years 2-5years > 5years
2017 2017 2017 2017 2017 2017
£000 £000 £000 £000 £000 £000
40,114 40,114 6,950 33,164 - -
(40.114) (36,338) (3,776) - -
1,783,952 1,783,952 1,783,952 - - -
(1,754,971) (1,734.971) {(1,754,971) - - -
1,328 1,328 1,328 - - R
(1,328) (1.328) - - R
7,344 7,344 7,344 ] ) ]
15,424 15,424 15,424 - - -
51,749 22361 29,388 - -
940,677  (275,110) 790,830 1.837.,436 1,617,146
- (275110) 515,719 2,353,156 3,970,302
Notional Total Exposed to yield / interest rate
Value
Up to
1 year 1-2 years 2-5years =5 years
2016 2016 2016 2016 2016 2016
£000 £000 £000 £000 £000 £000
60,642 60,642 998 6,170 33474 60,642
- (60,642) (998) 6,170y (53.474) (60,642)
3.722 3,615 3.615 - - 3.615
- (3.615) (3.615) - - (3,615)
1,441,469 1,470.275 1,470,275 - - 1,470.275
(1,323,810)  (1,225.686) (1.225,686) - -(1.225,686)
(719 1,719 1,719 - - 1,719
* (1.719) (1,719 - - (1.719)
10,890 10.890 10,890 - - 10,890
255479 235,479 - - -
1,218,537 (201.918)  875.545 1,409,394 1.326,308
- (291.918) 583,627 1993.021 3,319,329

* These financial mmstruments are measured at fair value (level 2 measurement)
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Notes (continued)

40. Financial instruments (continued)

(g) Market risk (continued)
Sensitivity analysis

The effect of different levels of shocks in the interest rate applicable as of the balance sheet date would have following
impact on the equity of the Banking Group. This analysis assumes that all other variables remain constant.

Magnitude of shock 2% 3% 4%
Total Assets - £000.000 13,869,696 13,869,696 13,869.696
Net fall in MVE - £000,000 362.581 543 861 723,134
Tax Adjusted Loss - £000,000 235,678 353,510 471,337

(h)  Liguidity risk

Liquidity risk is the risk that the Banking Group may be unable to meet its obligattons or to fund increases in assets as they
fall due without incurring unacceptable cost or losses.

The Assets and Liability Management Committee {ALCO) of the Banking Group is responsible for the oversight of liquidity
manggement and meets on a monthly basis or more frequently, 1f required.

The Banking Group’s approach te liguidity management is to ensure, as far as possible, that it will always have sufficient
liquidity to meet its liahilities when due, under both normal and stressed conditions, without incurring unacceptable losses ar
nsking sustamed damage to business franchises. A centrahized approach is adopied. based on an integrated framework
incorporating an assessment of all material known and expected cash flows and the availability of collateral which could be
used 0 secure additional funding if required. The framework entails carefil monitoring and control ot the daily liquidity
position, and regular liquidity stress testing under a variety of scenarios. These encompass both normal and stressed market
conditions, including general market crises and the possibility that access to markets could be impacted by a stress event
affecting some part of the Banking Group’s business.

Maturities of assets and liabilities - based on contractual maturity of the assets and liabilities of the Banking Group

The maturity protile presented below has been prepared on the basis of contractual maturities, Except for products that do not
have a contractual maturity which are shown in the first bucket.

Carrying Uptol Over 1 year  Qver 2 years QOver 5
30 June 2017 Amount year to 1 years ko S years years
£000 £000 £000 £000 £000
Assets
Cash and balances with treasury banks 1,141,707 1,141,707 - - -
Balances with other banks 212,008 212,008 - - -
Lending to financial institutions 276,792 206,247 28,578 41,967 -
Investments 7,733,502 3,346,576 862,344 2,005,718  1.518,864
Advances 4,467,709 2,546.367 255,105 984,747 681,490
Operating assets and Invesiment property 338272 83,045 6,075 27,733 221,418
Other asseis 396,261 383,481 220 283 12,278
14,566,251 7.919.431 1,152,322 3,060,448 2,434,050
Liabilities
Bills payable 129,188 129,188 - - -
Borrowings 2,938,220 2,806,728 2,524 33,345 95,622
Deposits and other accounts 9,739,760 9,162,686 112,021 403,002 62,051
Liabilities against assets subject 10 finance 39 - - 39 -
lease
Deferred tax liabilities 58,099 58,099 - - -
Payable to investors of UBL Funds 13,016 13,016 - - -
Other liabilities 456,844 258,817 5,745 13,547 178,735
13,335,166 12,428,534 120,290 449,933 336,408
Net inflow / (outfiow) 1,231,085 {4,509,103) 1,032,032 2,610,515 2,097,642
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40. Financial instruments (continued)

(k) Liguidity risk (continued)

Carrying Upto 1 Over | year  Over 2 years Over s
30 June 2016 amount year to 2 years to § years years
£0600 £000 £000 £000 £000
Assets
Cash and balances with teasury banks 647,350 647,350 - - -
Balances with other banks 264,822 294,822 - - -
Lending to financial institutions 269,804 220,475 23,240 26.089 -
Investments 6.418,393 2,789,794 942,611 1,491,493 1,194,495
Advances 3,861.130 2,366.849 117.261 816,424 5604396
Operating assets and Investment property 303,948 84.240 6,732 34,482 178,494
Other assets 318,478 294,482 509 8,082 15,405
12,113,925 6,698,012 1,000,353 2,376,570 1,948,990
Liabilities
Bills payable 87,272 87,272 - - -
Borrowings 1,565.907 1,559,180 - 6,727 -
Deposits and other accounts 8,041,117 8.225.328 97.032 304,423 14,334
Deferred tax liabilities 72.651 72,651 - - -
Payable to investors of UBL. Funds 99,630 99,630 - - -
Other ligbilities 432,049 338,649 7.050 13.541 72,809
10,898,626 10,382,710 104.082 324,691 87.143
Net inflow / foutflow) 1.215,299 (3.684.658) 986,271 2,051,879 1,861,847

i)  Operational risk

Operational risk is the 1isk of loss resulting from inadequate or failed internal processes, people and systems or from external
events.

The Operational Risk Division of the Bank is primarily responsible for the oversight of operational risk management across
the Banking Group. The operational risk management framework of the Banking Group is governed by the Operational Risk
Management Policy and Procedures, while the implementation is supported by an operational risk management system and
designated operational risk coordinators within different units across the Group. The framework is in line with international
best practices, flexible enough to implement in stages and permits the overall approach to evolve in response to
organizational learning and future requirements.

Loss data, collected through a well defined program, is evaluated and processes are reviewed for improvements in mitigation
techniques. Periodic workshops are conducted for Risk & Control Self Assessment and key risk exposures are identified and
assessed against existing controls to evaluate improvement opportunities. Key Risk Indicators are also defined for monitoring
of risk exposures.

Business Continuity Plans have becn implemented across the Bank, clearly defining the roles and responsibilities of
respective stakeholders, and covering recovery strategy, IT and structural backups, scenario and impact analyses and testing
directives The outsourcing policy has also heen augmented (o address risks associated with such arrangements.

41. Subsequent Events

On 19" September 2017, the Company, together with other companies in the Bestway (Holdings) Limited Group, became
party to a Senior Facilities Agreement, whereby the liabilities of each of the subsidiaries are cross guarantced by each of the
compdanies, The loans available to be drawn under the Senior Facilities Agteement amount to £225 million of term loan, and
£125 million of rolling credit facility. These funds were used to repay Term Loan A, Term Loan B and Term loan D in thei
entirety (sce note 38), therefore being a refinancing transaction.

On 21" March 2018, Bestway (Holdings) Limited declared and paid an ordinary dividend of £69.3 million in respect of the
year ended 30 June 2016 No amount has been accrued For in the financial statements of Bestway (Holdmgs) Limited with
respect to this dividend.

On 22" March 2018, Bestway (Holdings) Limited declared an final ordinary dividend of £6.0 milhion in respect of the year
ended 30 June 2017. No amount has been acerued for in the financial statements of Bestway {Holdings) Limited with tespect
1o this dividend,
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41. Subsequent Events (continued)

Bestway (Holdings) Limited did not declare any dividends in the previous financial year.

On 21 March 2018, Bestway (Holdings) Limited became a wholly owned subsidiary of Bestway Group Limited, a company
incorporated in the United Kingdom on 9 October 2017,

On 21* March 2018, Bestway {Holdings) Limited called up 47,949 previously unpaid ordinary shares. These shares were
fully paid by Bestway Group Limited on the same day.

UBL is party to a legal case relating to pension arrangement of certain banks in Pakistan which were previously under the
control of the Federal Government. On February 13" 2018, the Supreme Court has ordered at its discretion, tixation of
minimum pension of Rs 8,000 per month with 5% indexation on an annual basis and that the said increase would be on a
praspective basis. Subsequently, on 13% March 2018, UBL has filed a review petition agamst the judgment and has requested
the formation of a larger bench. Initial actuarial estimates show that the current judgment has a financial impact of £25m-
£45m. However, given the ongoing nature of the case actual quantum and timing of any financial impact cannot be
accurately determined.

UBL and its New York branch entered into a Written Agreement in 2013 with the Federal Reserve Bank of New York
(FRBN) to addiess certain compliance and risk management matters relating to primarily compliance with AML
Regulations. UBL Management is in the process of addressing the mafters highlighted in the Writien Agreement and in the
subsequent inspections. While the Bank seeks to comply with all possible laws and regulations there is no indication of any
financial impact at this stage.

42. Related party transactions

Balances and transactions between the Company and its subsidiaries, which are related parties, have been eliminated on
consolidation and are not disclosed in this note. Transactions between the Group and related party companies are disclosed
below.

Trading transactions

During the year, Group companies entered into the following transactions with related parties:

Sale of goods Purchase of goads
2017 2016 2017 2016
£000 £000 £000 £000
Bestway Northern Limited 28,740 34,976 211 30,121
Bestway Stores - 455 - -
Russell Supermarket - 195 - -
London Food & Wine - 129 - -
Map Rice Mill (Pvt) limited - - 2,864 3,365
Total 28,740 35,755 3,075 33,486
Management fee charged Net interest payable
2017 2016 2017 2016
£000 £000 £000 £000
Bestway Northern Limited 2,795 4,873 4,760 6.122
Total 2,795 4,873 4,760 6,122
The following amounts were outstanding at the balance sheet date:
Amounts owed by related Amounts owed to related
parties parties
2017 2016 2017 2016
£000 £000 £000 £000
Bestway Northern - - - 152,744
Bestway Stores - 69 - -
London Food & Wine - 3 - -
Map Rice Mill (Pvt) lintited 162 174 - -
Buybest Limited 595 - - -
Totai 757 274 - 152,744

Besiway Stores, Russell Supermarket, London Food & Wine and Buybest Limited are related parties of the Group because
certain Directors of Bestway (Holdings) Limited are also Directors of these companies. MAP Rice Mill (Pvt) Limited is &
related party of the Group because if shares common shareholders with MAP Trading Laimited.
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42, Related party transactions {continued)

During the year, Bestway (Holdings) Limited undertook a group reorganisation to sumplify the Group structure As a result,
Bestway Narthern Limited became an associate of the Group on 14th November 2016 until 4th April 2017; the date on which
1wt became a wholly owned subsidiary (see note 17 for more information). For the year ended 30th June 2017, Bestway
Northern Limited was therefore classified as a related party from (st July 2016 to 4th April 2017.

Sales and purchases of goods between related parties are either done so at cost or at cost plus a mark-up to cover
administrative expenses. The amounts outstanding are unsecured and will be settled in cash No guarantees have been given

or received. No provisions have been made for doubtful debts in respect of the amounts owed by related parties Other than
disclosed m note 32, no interest 1s charged.
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43. Remuneration of Directors
Remuneration of key management personnel
Trading Group

The remuneration of key management personnel and Directors of the Group, is set out below [n aggregate for cach of the
categories specified in IAS 24 Related Party Disclosures.

Aggregate key management personnel remuneration 2017 2016
£660 £000

Salaries, fees, bonuses and benefits in kind 28,471 20,086
Contribution to money purchase pension scheme 702 386
29,173 20,472

Aggregate Directors’ remuneration 2017 2016
£000 £000

Salaries, fees, bonuses and benefits in kind 6,047 5,143
Contribution to money purchase pension scheme 81 87
6,128 5,230

The aggregate of remuneration and amounts receivable under long term incentive schemes of the highest paid Director in the
Group was £1.8 million {2016: £1.6 million)

There were no Directors, in either year, to whoin relevant benefits under money purchase schemes are accruing in respect of
qualifying services to the Company.

Directors’ transactions

During the year sales transactions were entered into with certain Directors or persons connected with the Divectors These
transactions were entered into during the normal course of business, on an arm's length basis with certain of the Directors'
retail shops, although no specific payment terms are set.

The total value of the sales to those retail shops was £0.3 million (2016: £0.4 million). Certain of the retail shops have
common Directors. As required by the Companies Act 2006, the total sales value, by Director, is set out below.

2017 2016
£000 £000
ZM Choudrey 81 356
R Pervez 81 396
AM Chaudhary 178 -
The outstanding balances due from Directors in respect of these transactions were:
2017 2016
£000 £000
ZM Choudrey - 69
R Pervez - 69

All balances are repayable on demand and attract no interest

Duripg the year, AM Chaudhary sold 7,874,441 shares (equivalent to 1.4% of the total voting rights) held in Bestnay
Cement Limited.

During the year, AK Bhatti sold 2,370,897 shares (equivalent to 0.2% of the total voting rights) held in United Bank Lumited.
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43. Remuneration of Directors (continued)
Trading Group {coniinued)

Directors’ transactions (continued)

During the year, a number of Directors, who were alse shareholders. left the Company and as a result the Company
repurchased 24,930 of shares held by those exiting Directors and other shateholders, with a nominal value of £1 each. For
further informauon please see the Statement of Changes in Equity.

On 4th April 2017, Bestway Northern Holdings Limited acquired a 74% share of Oakleaf Limited, with the consideration
being satistied via the issue of 57,662,428 preference shares with par value of £1 per share and a coupon rate of 6%, with
interest being paid quarierly over 10 years. The exiting sharchelders are also Directors of Bestway (Holdings) Limited and
the outstanding balance of redeemable preference shares shown as non-cunent liabilities is as follows.

2017

£000

Sir MA Pervez 37,403
ZM Choudrey 10,130
MY Sheikh 10,130
57,663

Dividends payable in the year on these preference shares 15 as follows:

2017

£000

Sir MA Pervez 541
7M Choudrey 147
MY Sheikh 147

The current Directors of the Company and their immediate relatives control 83% (2016: 72%) of the voting shares of the
Company.

Banking Group
The Banking Group has certain related party transactions with the Company’s Directors.

The Banking Group enters into these transactions with the Directors in the normal course of business. Remuneration to the
Directors is determined in accordance with the terms of their appointment.

Deposits Interest Net Interest Directors
payable income expense Fees
2017 2017 2017 2017 2017
£000 £000 £000 £000 £000
Details of transactions with these Directors
is as follows: 24,940 121 1 941 109

During the year 2,370,897 shares of UBL were sold by the Company’s Directors and no additional shares were purchased
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44. Accounting estimates and judgements

In application of the Group's accounting policies, which are described in note 3, the Directors are required to make
Judgements, estimates and assumptions about the carrving amounts 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 resylts may differ from these estimates.

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

Trading Group
Revenue recognition

Pharmacy revenue includes estimates for May to June by reference to the number of items dispensed, the expected cost of
drugs. together with the remuneration element published by the National Health Service.

Critical judgements in applying the Group's accounting policies

The following are the critical judgements, apart from those nvolving estimations (which are dealt with separately below),
that the Directors have made in the process of applying the Group's accounting palicies and that have the most significant
effect on the amounts recognised in financial statements.

Deferred taxation on investment properties

For the purposes of measuring deferred tax liabilities or deferred tax assets arising from investment properties that are
measured using the fair value model, the Ditectors have reviewed the Group's investment property portfolios and conciuded
that the Group's investment properties are not held under a business model whose objective is to consume substantially all of
the economic benefits embodied in the investment properties over time, rather than through sale  Therefote, in determining
the Group's deferred taxation on investment properties, the Directors have determined that the presumption that the carrying
amounts of investment properties measured using the fair value model are recovered entirely through sale is not rebutted. As
a result, the Group has not recognised any deferred taxes on changes in fair value of investment properties as the Group is
net subject to any income taxes on the fair value changes of the investment properties on disposal

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources of estimation uncertainty at the reporting period that may
have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next
financial year, are discussed below.

Impairment of goodwill

Determining whether goodwill is impaired requires an estimation of the fair value of the cash-generating units less costs to
sell. The determination of a fair value and of suitable selling costs require a level of estimation. In situations where this is
lower than the book value of the net assets of the cash generating unit, a value in use calculation will need to be performed,
The value in use caloulation requires the entity to estimate the future cash flows expected to arise from the cash-gencrating
unit and a suitable discount rate in order to calculate present value. Details of the impairment loss calculation are set out in
note 10.

Fair value measurements and valuation processes

Some of the Group's assets and liabilities are measured at fair value for financial reporting purposes. In estimating the fair
value of an asset or a liability, the Group uses market-observable data to the extent it is available. Where Level ) inputs are
not available, the Group's Directors work closely with the qualified external valuers to establish the appropriate valuation
techniques and inputs to the model. The Chief Financial Officer reports the valuation committee's findings to the Board of
Directors of the Company every quarter to explain the cause of fluctuations in the fair value of the assets and liabilities.

Provisions

A provision is recognised in the balance sheet when the Group has a present legal or constructive obligation as a result of'a
past event. that can be reliably measured and it is probable that an outflow of economic benefits will be required to settle the
obligation. Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects risks
specific to the liability. The majority of the provision in the accounts relate to an estimate of the cumulative margin
overpayment received from the Department of Health for the year to 30 June 2017. The margin over delivery estimate
included in the accounts is a figure provided by the Department of Health.
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44, Accounting estimates and judgements (continued)
Inventory provisioning

The Group's sales are subject to changing consumer demands. As a result it is necessary to consider the recoverability of the
cost of inventory and the associated provisioning required. When calculating the inventory provision, management considers
the nature and condition of the inventory, as well as applying assurmiptions atound anticipated saleability of stock

Trading investments

When observable prices are not available for the Trading Group’s investments, as in the case of the Bestway Northemn
Limited acquisition in the year, the fair value at the measurement date is deterrmined using the income approach. The income
approach measures the present value of anticipated future economic benefits (i.c., net cash flows). The estimated net cash
flows are forecast over the expected remaining economic life and discounted to present value using a discount rate
commensurate with the level of risk associated with the expected cash flows.

Banking Group

Impairment

Losses for impaired loans are recognised when there is objective evidence that impairment ot a loan or portfolio of loans has
occurred. Losses which may arise from future events are not recognised.

Assets accounted for at amortised cost are evaluated monthly for impairment on a basis described in Note 3 on page 34. In
determining whether an impairment loss should be recorded in the income statement, the Banking Group makes judgements
as to whether there is any observable data indicating that there is a measurable decrease in the estimated future cash flows
from individual financing arrangements. This evidence may include observable data indicating that there has been an adverse
change in the payment status of counterparties in a portfolio, or national or local economic conditions that correlate with
defaults on assets in the portfolio. The specific counterparty component of the total allowance for impairment applies to
claims evaluated individually and is based upon management’s best estimate of the present value of the cash flows that are
expected to be received. In estimating these cash flows, management makes judgements about each counterparty’s financiat
situation and the realisable value of any underlying collateral. Each impaired asset is assessed on its merits, and the present
value of estimated cash flows considered recoverable is approved by the Board Credit Risk Committee.

Collectively assessed impairment allowances cover credit losses inherent in portfolios of items with similar credit risk
characteristics when there is objective evidence to suggest that they contain impaired items, but the individual impaired items
cannot yet be identified. In assessing the need for collective loss allowances, management considers factors such as credit
quality, portfolio size, concentrations and economic factors. In otder to estimate the required allowance, assumptions are
made to define the way inherent losses ate modelled and to determine the required input parameters set out in Note 3 on page
335, based on historical experience and current economic conditions,

The Banking Group considers its leasing, real estate, trade finance and corporate & structured finance portfolios to be
individuvally significant.

Banking Group — Taxation

The Income Tax returns of the Bank have been filed up to the tax year 2016 (accounting ycar ended 31 December 2015) and
were deemed to be assessed under section 120 of the Income Tax Ordinance, 2001 (Ordinance) unless amended by the
Commissioner of Inland Revenue.

The income tax authorities have issued amended assessment orders for the tax years 2003 to 2016, and created additional tax
demands (including disallowances of provisions made ptior to Seventh Schedule) of £100 million (31 December 2016: £100
million), which have been fully paid as required under the law. The Bank has filed appeals before the various appellate
forums against these amendments, Where the appellate authorities have allowed relief on certain issues, the assessing
authorities have filed appeals before higher appellate forums. Where the appellate authorities have not allowed relief the Bank
has filed appeals before higher appellate forums The management of the Bank 13 confident that the appeals will be decided in
favour of the Bank.

The tax returns for Azad Kashmir {AK) Branches have been filed up to the tax year 20£6 (financial year 2015) under the
provisions of section 120(1) read with section 14 of the Ordinance and in compliance with the terms of the agreement
between banks and the Asad Kashmir Council in May 2005. The retuins filed are considered as deemed assessment orders
under the law.,
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44. Accounting estimates and judgements (continued)

Taxation (coninued)

The tax authorities have also carried out momitoring for Federal Excise Duty, Sales tax and withholding taxes covering
periad from year ended 2007 to 2016, Consequently various add backs and demands were raised creating a total demand ot
£10 million {31 December 2016. £9 million). The Bank has filed appeals against all such demands and 1s confident that
these would be decided in the favour of the Bank.

The tax returns for UAE, Yemen and Qatar branches have been filed up to the year ended 31 December 2016 and for USA
branch up to the year ended 31 December 2015 under the provisions of the laws prevailing in the respective countries, and
are deemed as assessed unless opened for reassessment

For all the subsidiaries income tax returns have been filed up to the accounting year ended 31 December 2015 under the
provisions of the laws prevailing in the respective countries and are deemed as assessed unless opened for reassessment by
the tax authorities. Additionally, tax clearance has been issued for UBL UK till the accounting year 2014 and for UBL
(Switzerland) AG and UBL (Tanzania) Bank Limited till the accounting year 2013, There are no material tax contingencies
in any of the subsidiaries.

Banking Group Yemen operations

The Banking Group has 3 branches in Yemen which has been involved in war since 2015. In the last three years there have
been several sessions for peace. however, none of these yielded any resolute solution, rather with the passage of time the
political situation has got complex and volatile.

As a result of prevailing political and economic crisis, liquidity crisis also aggravated while US$ Liquidity crisis and non-
availability of Yemeni Riyal (YER) hard cash has added to the liquidity problem. Banking and financial services have also
been negatively impacted due to the prevailing crises, and corporations, traders and public at large continue to be affected
by the ongoing challenging situation on ground

During the crisis, in the inutial phase of the war, the Central Bank of Yemen kept the exchange parity unchanged. however
in April 2016 the Central Bank of Yemen (CBY) devalued Yemeni Riyal and revised the US$ to Riyal parity from YER
214.89 to YER 250.25 (16.45% devaluation). In September 2016 the legitimate government moved the CBY headquarters
trom the capital city of Sana’a to the port city of Aden as a political move Since the transfer of Headquarters to Aden, the
supervision and surveillance activities were run by Central Bank - Sana’a (CBY-8) while CBY stopped international
settfement and YER cash payments to financial institutions. In Mid-August 2017, Central Bank Aden (CBY-A) abolished
the YER/USS parity of 250.25 and instructed financial institutions to apply market based {loating rate instead of fixed
parity. Effective 15 August 2017, CBY-A has started publishing bid-offer parity of YER/US$ 370.71-372.36 implying
turther devaluation of approximately 48.5%. Despite two times devaluation within a span of 16 months, the YER continued
to lose its value in the open market and is currently traded at a further lower parity. CBY-A has also informed that their
SWIFT system, which remained un-operational since the shifting of

Headquarters to Aden, will shortly be re-instated. In view of recent development we envisage that CBY-A is gearing up 10
resume activities and take eftective control.

Out of the 3 branches in Yemen, the Banking Group is currently operating with 2 branches in Sana’a and Hoedeida under
close supervision of executives at the Business Continuity Plan (BCP) office, Karachi. The Branch in Aden is closed

due to restricted access to the premises in which it is located. Customers of Aden branch are being served from the other
two branches.

To suppott the team in Yemen branches, the Camp Oftice situated in Karachi, Pakistan is in continuous coordination with
the team in Yemen to ensure that they are provided unstinted support and assistance whenever required.

Ever since the crises started, the Bank’s risk is being managed very closely with a clear strategy to de-risk the Yemen Book
as far as practicable. As a result of this the bank has been able to reduce its clean exposure substantially, however
prevailing liquidity crisis and recent devaluation of YER has adversely affected the book. Going forward, the strategy is to
continuously reduce bank’s credit exposure without executing any new business and continue maintaining investments in
local currency sovereign bonds.

In addition the Yemen operations are not considered significant to the overall Group as its net assets of £20 7 million only
constitute 1% of the Group’s total net agsets
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44. Accounting estimates and judgements (continued)

Yemen operations (continued)

The Banking Group’s management has taken appropriate measures to support the sustainability of the business as may be
required in the prevalent circumstances and is of the view that as such there is no issue on going concern on Group in the
foresceable future.

45. Share capital

2017 2016
£000 £000
Authorised:
500,000 ordinary shares of £1 each 500 500
Allotted, called up and fully paid:
71,010 ordinary shares of £1 each 7 96

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote per
share at meetings of the Group.

On 21 March 2018, Bestway (Holdings) Limited became a wholly owned subsidiary of Bestway Group Limited. a company
incorporated in the United Kingdom on 9 October 2017.

On 21* March 2018, Bestway (Holdings) Limited called up 47,949 previously unpaid ordinary shares. These shares were
fully paid by Bestway Group Limited on the same day

Dividends

On 217 March 2018, Bestway (Holdings) Limited declared and paid an ordinary dividend of £69.3 million in respect of the
year ended 30 June 2016. No amount has been accrued for in the financial statements of Bestway (Holdings) Limited with
respect to this dividend.

On 22™ March 2018, Bestway (Holdings) Limited declared a final ordinary dividend of £6.0 million in respect of the year
ended 30 June 2017. No amount has been accrued for in the financial statements of Bestway (Holdings) Limited with respect
to this dividend.

Bestway (Holdings) I.imited did not declare any dividends in the previous financial year

Treasury shares

During the year, the Company purchased its own shates from exiting Directors who wished to leave the business;

2017

£000
At July 2016 5
Shares purchased in the yea 25

At 30 June 2017 25

On 20™ March 2018, 24,930 ordinary shates held in treasury by Bestway (Holdings) Limited were cancelled.
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Fixed asscts
Tnvestments

Current assets
Debtars: duc within one year
Debtors: duc after more than one year

Investments
Cash at bank and in hand

Creditors: amounts falling due within one ycar
Net current assets

Creditors: amounts falling due in greater than one
year

Total assefs less current liabilities

Provisions for liabilities
Net assets

Capital and reserves
Calicd up sharc capital
Share premium account
Capital redemption reserve
Profit and loss account

Shareholders® funds

Note

48

49
49

50

3

52

Bestway (Holdings) Limited
Registered number 01392861
Annual repost and financial statements

For the yeay ended 30 June 2017

2017 2016 20615
{(restated)* (1estated)*

£000 000 £000
423,158 402,811 401,860
423,158 402,811 401,860
59,759 35,021 11,752
194,198 199,204 185,913
253,957 225,225 197,665
- 447 437

362 3,113 1,416
254,319 256,785 199,518
(73,539) (98,938) (83,999)
180,780 157,847 115,519
(60,000) - -
603,938 560,658 517,379
- . (809)
543,938 560,658 516,570
it 96 96
3,055 3,055 3,055
39 14 14
549,773 557,493 513,405
543,938 560,658 516,570

*See note 55 for information regarding a restalement made to the prior years” Company Balance Sheel.

The notes on pages 111 to 115 arc an integral part of these financial statements

These financial staterments were approved by the board of Directors on 72 March 2018 and were signed on its behal{ by

P
Z M Choudrey, BA (Hons), FCA
Director

Company registered number: 01392861

M Y Sheikh
Director

/\4/_,\
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Company Statement Changes in Equity

Balance at 1 July 2015

Profit tor the year

Total comprehensive income for the period

Capital contribution from owners

Total transactions with owners

Balance at 30 June 2016

Protit for the year

Total comptehensive income for the period

Repurchase of own shares
Total repurchases of own shares

Balance at 30 June 2017

Called up Share
share premium
capital account
£000 £000

96 3,055

96 3.055

25) -

(25) -

71 3,055

The notes on pages 111 to 115 are an integral part of these financial statements

Bestway (Holdings) Limited
Registered number 01392861

Annual report and financial statements
For the year ended 3{ June 2017

Capital Profit

redemption and loss Total
reserve account equity
£000 £000 £000
14 513,405 516,570

- 67,440 67,440

- 67.440 67,440

- (23,352) (23,352)

- (23,352) (23,352)

14 557.493 560,658

- 76,211 76,211

- 76.211 76,211
25 (92.931) (92,931)

25 €92,931)  (92,931)

39 540,773 543,938
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Company notes (forming part of the financial statemenis)

46. Significant accounting policies
The separate financial statements of the Company are presented as required by the Companies Act 2006.

These financial statements were prepared in accordance with Financial Reporting Standard 101 Reduced Disclosure
Framework (“FRS 1017). The amendments to FRS 101 (2014/15 Cycle) issued mn July 2015 and effective immediately have
heen applied.

In preparing these financial statements, the Company applies the recognition, measurement and disclosure requirements of
International Financial Reporting Standards as adopted by the EU (“Adopted 1FRSs™), but makes amendments where
necessary in order to comply with Companies Act 2006 and has set out below where advantage of the FRS 101 disclosure
exemptions has been taken,

Uinder section s408 ot the Companigs Act 2006 the Company is exempt from the requirement to present its own profit and
loss account.

The basis of preparation is covered for all balances within note 3 of the financial statements.

In these financial statenments, the Company has applied the exemptions available under FRS 101 in respect of the following
disclosures:

- A Cash Flow Statement and related notes:

- Comparative period reconciliations tor share capital;

- Disclosures in respect of transactions with wholly owned subsidiaries,

- Disclosure in respect of the compensation of Key Management Personnel:
- Disclosures in respect of capital management; and

- The effects of new but not yet effective IFRSs.

As the consolidated financial statemeuts include the equivalent disclosures, the Company has also taken the exemptions
under IFRS 101 available in respect of the following disclosures:

- Centain disclosures required by IFRS 13 Fair Value Measurement and the disclosures required by [FRS 7 Financial
[nstruntent Disclosures.

The Company accounts have been prepared on a going concern basis. The Company balance sheet shows net assets of £544

million {2016: £361 miilion) as at the balance sheet date. The Company is profitable with profit after tax of £76 million (2016:

£67 million) in 2017. It is for these reasons that the Directors believe it is appropriate to prepare the accounts on a going concern
basjs. The Directors are confident that the Company has access to sufTicient financial resources 10 meets 1ts liabilities as they fali

due.
47. Profit for the year

As permitted by section 408 of the Companies Act 2006 the Company has elected not to present its own profit and loss
account for the year. The Company reported a profit for the financial year ended 30 June 2017 of £76,211,000 (2016:
£67.440,000). The auditor's remuneration for audii and other services is disclosed in note 1 to the consolidated financial

statements.
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Company notes (continued)

48. Fixed asset investments

Cost
At 1 July 2015 (restated)*
Additions

At 1 July 2016 (restated)*
Additions

At 30 June 2017

Net book value
At 30 June 2017

At 30 June 2016 (restated)*

At 30 June 2015 (restated)*

Shares in

group
undertakings
£000

401,860
951

402,811
1,747

404,558

404,558
402,811

401.860

*See note 55 for information regarding the prior year adjustment made to investments.

Bestway (Iloldings) Limited
Registered number 01392861
Annual report and fipancial statements

For the year ended 30 June 2017

Participating
interests Total
£000 £000
- 401,860
- a51
- 402,811
18,600 20,347
18,600 423,158
18,600 423,158
- 402,811
- 401,860

Details of the Company's subsidiaries at 30 June 2017 are as tollows {see note 2t for a full list of related undertakings and

indirect subsidiaries):

UK
Company
Name number
Bestway Securities Limited 09106230
United Bank Limited
Bestway Cement Limited
UBL Insurers Limited

Bestway Northern Holdings Limited
Bestway Power Limited
Bestway Spinning Limited

Registered Class of
office  sharcs held

Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary

nOmT oW

Details of the Company's investments in participating interests at 30 June 2017 are as follows

UK

Company

Name number
Oakleaf Limited

Class of

Registered office shares
held

E Ordinary

A- 2 Abbey Road, Park Royal, London, UK. NWI10 7BW

B- 13th Floor, UBL Building. Jinnah Avenue, Blue Area, Islamabad, Pakistan
C- Bestway Building, 19-A, College Road, F-7 Markaz, Islamabad, Pakistan
D- 126-C. Jami Commercial, Street No. 14, Phase VII, DHA. Karachi. Pakistan
E- Newport House, 15 The Grange, St Peters Port, GY1 20Q1., Guernsey

2017
Ownership
%o

100

51.60
53.86
55.60

100

100

100

2017
Ownership
Y

26

2016
Owmership
%

100

51.60
53.86
55.60

100
100

2016
Ownership
o

The investments in subsidiaries are all stated at cost less provision for impairment. Investment in associate stated at cost

See note 55 for mformation regarding the prior year adjustment made to investments.

See note 17 for information regaiding the acquisitions of subsidianies in the year

See note 22 for infotmation regarding investments in assoctates and nate 23 for information regarding disposal of associates
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Company notes (continued)
49, Debtors

Amounts falling due within one ycar:
Amounts owed by group undertakings
Other debtors

Amounts owed by group undertakings

Amounts falling due after one year:
Amounts owed by group undertakings

50, Creditors: Amounts falling due within one year

Amounts owed to group undertakings
Amounts owed to related party
Accruals and other creditors

Bestway (11oldings) Limited
Registered number 11392861

Annual report and financial statements
For the year ended 30 June 2017

*See note 35 for information regarding the prior year adjustment made to creditors falling due within one year.

51. Creditors: Amounts falling due in greater than one year

Bank loans

52. Share capital

Authorised:
500.000 ordinary share of £1 each

Allotted, called up and fully paid
71,010 ordinary shares of £1 each (2016: 935,940 ordinary shares of £1 each)

2017 2016

£000 £000

58,133 33,390

1,626 1,631

59,759 35,021

194,198 190,204

194,198 190,204
2017 2016 2015
(restated)®  (restated)*

£000 £000 £000
70,326 81,966 83,555
- 16,430 -
3,213 542 444
73,539 98,938 83,999
2017 2016

£000 £000

60,000 -

60,000 -

2017 2016

£000 £000

500 500

71 96

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to onc vote per

share at meetings of the Company.

On 21¥ March 2018, Bestway (Holdings) Limited became a wholly owned subsidiary of Bestway Group Limited, 2 company

incorporated in the United Kingdom on 9 October 2017.

On 21% March 2018, Bestway (Holdings) Limited called up 47.949 previously unpaid ordinary shares. These shares were

fully paid by Bestway Group Limited on the same day.
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Company notes (continued)
52. Share capital (continued)

Uividends

On 21" March 2018, Bestway (Holdings) Limited declared and paid an ordinary dividend of £69.3 million m respect of the
year ended 30 June 2016 No amount has been accrued for in the {inancial statements of Bestway (Holdings) Limited with
respect to this dividend.

On 22" March 2018, Bestway (Iloldings) Limited declared a final ordinary dividend of £6.0 million in respect of the year
ended 30 June 2017 No amount has been accrued for in the financial statements of Bestway (Holdings) Limited with respect
to this dividend.

Bestway (Holdings) Limited did not declare any dividends in the previous financtal year.
Treasury shares

During the year, the Company purchased its own shares from existing Directors who wished to leave the business;

2017

£000
At 1 July 2016 -
Shares purchased in the year 25
At 30 June 2017 25

On 20™ March 2018, 24,930 ordwary shares held in treasury by Bestway (Holdings) Limited were cancelled.
53. Subsequent Events

On 19th September 2017, the Company, together with other companies in the Bestway (Holdings) Limited Group, became
party to a Semor Facilities Agreement, whereby the liabilities of each of the subsidiaries ate cross guaranteed by each of the
companigs. The loans available to be drawn under the Senior Facilities Agreement amount to £225 million of term loan, and
£125 millon of rolling credit tacility. These funds were used to repay Term Loan A and Term Loan B in their entirety (see
note 38), therefore being a refinancing transaction.

On 21° March 2018, Bestway (Holdings) Limited declared and paid an ordinary dividend of £69.3 million in respect of the
year ended 30 June 2016. No amount has been accrued for in the financial statements of Bestway (Holdings) Limited with
respect to this dividend.

On 22 March 2018, Bestway (Holdings) Limited declared a final ordinary dividend of £6 0 million in respect of the year
ended 30 June 201°7. No amount has been accrued for in the financial statements of Bestway (IHoldings) Limited with respect
to this dividend.

Bestway (Holdings) [.imited did not declare any dividends in the previous financial year.

On 21* March 2018, Bestway (Holdings) Limited became a wholly owned subsidiary of Bestway Group Limited, a company
incorporated in the United Kingdom on 9 October 2017.

On 219 March 2018, Bestway (Holdings) Limited called up 47.949 previously unpaid ordinary shares. These shares were
fully paid by Bestway Group Lumnited on the same day.

54. Related party transactions
Remuneration of key management personnel

The Company has taken advantage of the exemption outfined i FRS 101:8()) and is therefore not required 1o disclose key
management persounel compensation, analysed into five categorics as presciibed by [AS 24 Related Party Disclosures.

Transactions with related parties

The Company has taken advantage of the exemption outlined in FRS 141:8(k) and is therefore not required to disclose
transactions with wholly owned subsidiaries, as preseribed by 1AS 24 Related Party Disclosures.

During the year, Bestway (Iloldings) Limited tecerved £55 0 million (2016: £52.9 million) in dividends {net of withholding
tax) trom United Bank Limited Duting the year. Bestway (teldings) Limited received £25 4 million (2016 £20.6 million}
in dividends (nct of withholding tax) from United Bank Limited.
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Company notes (coniinued)
54. Related party transactions (continued)
Transactions with related parties (continued)

As at 30" June 2017, Bestway (Holdings) Limited is owed £14,155 (2016; £nil) from United Bank Limited. As at 30" June
2017, Bestway (Holdings) Limited owes £3,010 (2016: £3,323) to Bestway Cement Limited As at 30™ June 2017, Bestway
{Holdings) Limited owes £nil (2016: £16,430,628) to Bestway Northern Limited.

No other transactions were entered into with the Company’s disclosable related parties, as defined by 1AS 24,

Aggregate Directors' remuneration

The costs relating to the Directors remuneration for the Company are mainly incurred by Bestway Wholesale Limited for the
wider Group, The amount attributable to services provided to the Company was £3.240.000 (2016 £2,848,000) The
agegregate of remuneration and amounts recefvable under long terin incentive schemes of the highest paid Director in the
Group was £1.640,000 (2016: £1,640,000).

55. Prior year adjustment

On 30 September 2014, Bestway (Holdings) Limited set up two additional intermediate holdings companies, Bestway UK,
HoldCa Limited and Bestway Securities Linuted to acquire its UK subsidiaries through a share for share exchange.

Bestway Securities Limited issued share capital to Bestway (Holdings) Limited with 2 nominal value of £15m (equal to the
total share capital held by all UK subsidiaries in return for ownership of the UK subsidiaries).

Whilst these share issues were appropriately reflected in the share registers of Bestway UK HoldCo Limited and Bestway
Securities Limited, the effect of these transactions were not appropriately reflected in the financial statements of Bestway
(Holdings) Limited. Instead of recording an investment in Besiway Securities Limited, the company reduced an
intercompany payable. Therefore accounting entries have now been recorded by the means of a prior year adjusiment to
adjust both Investments and Creditors: Amounts falling due within one year (Amounts owed to subsidiary) to appropriately
reflect the transaction. The adjustment has no impact on net assets and does not affect the profit or loss for the years then
ended.

The following table summarises the impact on the financial statements:

30 June 2015 Effect of prior year 30 June 2015

(previously stated) adjustment (restated)

£'900 £'000 £'000

Investments 371,598 30,262 401,860

Creditors: Amounts falling due within one year (33,737) (30,262) (83,999)

Net current assets 145,781 (30,262) 115,519

30 June 2016  Effect of prior year 30 June 2016

(previously stated) adjustment (restated)

£000 £000 £000

Investments 372,549 30,262 402,811

Creditors: Amounts failing due within one year (68.676) (30,262) {98,938)

Net current assets 188,109 (30,262) 157,847
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