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ALLIANCE BOOTS HOLDINGS LIMITED
(formerly Alliance Boots plc)

DIRECTORS’ REPORT

The Directors present thetr report and financial statements for the year ended 31 March 2008

PRINCIPAL ACTIVITY
The Company 1s a holding company within the Alliance Boots GmbH group

RE-REGISTRATION AS A PRIVATE COMPANY

On 30 July 2007, the Company re-registered as a private company and changed its name from Alhance Boots ple to
Alliance Boots Limited On 3 June 2008 the Company subsequently changed its name to Alhance Boots Holdings
Lumited

BUSINESS REVIEW AND FUTURE PROSPECTS

The Company was acquired by AB Acqusitions Limited on 26 June 2007 and was withdrawn from listing on the
London Stock Exchange on 28 June 2007

The results for the year are set out i detail on page 6 The profit on ordmary activities after taxation for the year 1s
£583 mullion (2007 £52 million)

During the year the Company acquired a number of subsidianes from other companies in the Alhiance Boots GmbH
group as detailed 1n note 8

The Directors do not anticipate any significant changes to the level of business activity 1n the coming year The
Directors are satisfied with the performance of the Company for the year and with 1ts financial position at the end of
the year The Directors consider the future prospects of the Company to be good

POLITICAL AND CHARITABLE DONATIONS

The Company made no political or chantable donations 1n the year

PARENT COMPANY

The smaliest group in winch the results of the Company are consolidated 1s that headed by Alhance Boots GmbH, a
company incorporated in Switzerland The consolidated financial statements of this group are available from the
Alliance Boots website at www allianceboots com

At 31 March 2008, the Company's immediate parent company was AB Acquisitions Limited, and the uliimate parent
company and controlling party was AB Acqusinons Holdings Limited AB Acqusiions Holdings Limuted 15 also
the parent undertaking of the largest group in which the company 1s consohdated

DIVIDEND

The Directors declared and paid interim dividends dunng the period totalhing £1,550 mullion, compnsing
£1,000 mullion paid on 6 August 2007, and £550 muillion paid on 20 August 2007 No dividends were paid by
Alliance Boots GmbH, whuch heads the smallest group in which the results of the Company are consolidated

AUDITORS

In accordance with Section 384 of the Companies Act 1985, a resolution for the re-appomntment of KPMG Audit Plc
as auditors of the Company 1s to be proposed at the forthcoming Annual General Meetung

FINANCIAL INSTRUMENTS

The Company’s policies are described in the Accounting Policies note on page 8 The exposure of the Company to
price nisk, credit nsk, hquidity nsk and cash flow nsk in respect of financial instruments 1s set out 1n notes 10 and 11
to the financial statements




ALLIANCE BOOTS HOLDINGS LIMITED
(formerly Alliance Boots plc)

PRINCIPAL RISKS AND UNCERTAINTIES

The Directors have considered the nsks attached to the Company’s financial instruments which principally comprise
loans 1o and from other group companies and external borrowings The Drrectors have taken a prudent approach 1n
thewr consideration of the various risks attached 1o these financial instruments A comprehensive description and
analysis of the principal nisks and uncertainties which impact the Group 1n which the Company 1s a part are disclosed
n the 2007/08 Annual Review of Alliance Boots The Directors’ policy on hedging 1s to hedge all financial nsks
where 1t 15 feasible and cost effective to do so

DIRECTORS

The Directors who served throughout the year, and subsequently are shown below

M Delve (appointed 29 May 2008)

K McCoy (appointed 29 May 2008)

S Pessina (resigned 29 May 2008)

G Fawrweather (resigned 29 May 2008)

O Barra (resigned 29 May 2008)

S W Duncan (resigned 29 May 2008)

D Murphy (apponted 26 June 2007, resigned 29 May 2008)
M Pagm (appomnted 11 July 2007, resigned 29 May 2008)
J Huth (appownted 11 July 2007, resigned 31 March 2008)
M Caprioh (appomted 11 July 2007, resigned 29 May 2008)
R Baker (resigned 11 July 2007)

S Wheway (resigned 11 July 2007)

Sir Nigel Rudd (resigned 26 June 2007)

G Dawson (resigned 26 June 2007)

A Loader (resigned 26 June 2007)

T Parker (resigned 26 June 2007)

H Plowx {resigned 26 June 2007)

P Ponsclle (resigned 26 June 2007)

M Stach {resigned 26 June 2007)

DISCLOSURE OF INFORMATION TO AUDITORS
As at the date of approval of this Directors’ Report, each of the Directors of the Company confirm that

e so far as they are aware, there 15 no relevant audit information of which the Company’s auditors are unaware,
and

¢ each Director has taken all 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 auditors are aware of that information

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

ENNSSNY

F Standish
Secretary

3\ July 2008




ALLIANCE BOOTS HOLDINGS LIMITED
(formerly Alliance Boots plc)

STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The Directors are responsible for preparing their report and financial statements 1n accordance with apphicable law
and regulations

Company law requires the Directors to prepare financial statements for each financial year Under that law the
Directors have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law) The financial statements are
required by law to give a tree and fair view of the state of affairs of the Company and of the profit or loss of the
Company for that period In preparing these financial statements, the Directors are required to

select sutable accounting policies and then apply them consistently,

make judgments and estimates that are reasonable and prudent,

state whether applicable UK Accounting Standards have been followed, subject to any matenal departures
disclosed and explained 1n the financial statements, and

prepare the financial statements on the going concem basis unless it 1S mappropriate to presume that the
Company will continue 1n business

The Directors are responsible for keeping proper accounting records that disclose wath reasonable accuracy at any
time the financial position of the Company and enable them to ensure that the financial statements comply with the
Companies Act 1985 They are also responsible for safeguarding the assets of the Company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregulanties




ALLIANCE BOOTS HOLDINGS LIMITED
(formerly Alliance Boots plc)

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF ALLIANCE BOOTS
HOLDINGS LIMITED

We have audited the financial statements of Alliance Boots Holdings Limited for the year ended 31 March 2008
which compnse the Profit and Loss Account, the Balance Sheet, and the related notes These financial statements
have been prepared under the accounting polictes set out theremn

Thus report 15 made solely to the company's members, as a body, in accordance with section 235 of the Compames
Act 1985 Our audit work has been undertaken so that we might state to the company’s members those matters we
are required to state to them n an auditor's report and for no other purpose To the fullest extent permutted by law,
we do not accept or assume responsibility to anyone other than the company and the company's members as a body,
for our audit work, for this report, or for the opiruons we have formed

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The directors’ responsibilities for prepanng the financial statements n accordance with applicable law and UK
Accounting Standards (UK Generally Accepted Accounting Practice) are set out m the Statement of Directors’
Responsibilities on page 4

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

We report to you our opimon as to whether the financial statements give a true and fair view and are properly
prepared in accordance with the Compames Act 1985 We also report to you whether m our opinion the information
given 1n the Directors' Report 1s consistent with the financial statements

In addition we report to you 1if, i our opinion, the company has not kept proper accounting records, 1f we have not
received all the information and explanations we require for our audit, or 1f information specified by law regarding
directors' remuneration and other transactions 1s not disclosed

We read the Directors' Report and consider the implications for our report 1f we become aware of any apparent
misstatements within 1t

BASIS OF AUDIT OPINION

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

We planned and performed our audit so as to obtamn all the information and explanations which we considered
necessary 1n order to provide us with sufficient evidence to give reasonable assurance that the financial statements
are free from material nusstatement, whether caused by fraud or other irregularity or error In forming our cpinton
we also evaluated the overall adequacy of the presentation of information 1n the financial statements

OPINION
In our opinion

« the financial statements give a true and farr view, m accordance with UK Generally Accepted Accounting
Practice, of the state of the company’s affairs as at 31 March 2008 and of sts profit for the year then ended,

= the financial statements have been properly prepared in accordance with the Compames Act 1985, and

* the information given 1n the Directors’ Report 1s consistent with the financial statements

Koz Aois Ae

KPMG Audit Plc Date C( Tu(7 205

Chartered Accountants
Registered Auditor
London




ALLIANCE BOOTS HOLDINGS LIMITED
(formerly Alliance Boots plc)

PROFIT AND LOSS ACCOUNT
for the year ended 31 March 2008

2007

restated

2008 (note 19)

Notes £million £mulhon

Other operating costs 3 (31) (24)
Exceptional items 2 (50) 4
OPERATING LOSS (81) (d4)]
Dividends recerved from group undertakings 602 10
Interest receivable and similar income 4 223 157
Interest payable and similar charges 5 (179) (84)
PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION 565 63
Tax credit/(charge) on profit on ordinary activities 6 18 (1n
PROFIT ON ORDINARY ACTIVITIES AFTER TAXATION 583 52

The amounts recorded n the current year derive from continuing activaties i the Umited Kingdom

There 15 no difference between the profit on ordinary activities before taxation and the retamed profit for the
financtal peniod as stated above and theiwr lustorical cost equivalents

There are no other recogmsed gains or losses for the year other than those recorded 1n the profit and loss account




ALLIANCE BOOTS HOLDINGS LIMITED
(formerly Alliance Boots plc)

BALANCE SHEET
as at 31 March 2008

FIXED ASSETS
Investments
Derivative financial mstruments

CURRENT ASSETS
Debtors
Cash at bank and 1n hand

CREDITORS: amounts falling due within one year
Borrowings
Other creditors

NET CURRENT (LIABILITIES)/ASSETS
TOTAL ASSETS LESS CURRENT LIABILITIES

CREDITORS: amounts faling due after more than one year
Borrowings

Other creditors

Dernvative financial instruments

NET ASSETS

CAPITAL AND RESERVES
Called up share capital

Share premum

Capital redemption reserve
Retained earmings

SHAREHOLDER’S FUNDS

These financial statements were approved by the Board of Directors on 31 July 2008

Signed on behalf of the Board of Directors

%

K McCoy
Darector

Notes

10
12

10
12
10

13
14
14
14

2007

restated

2008 (note 19)

£mulhon £mullion
6,354 1,193

1 -

6,355 1,193

145 1,547

236 290

381 1,837
(28) {225)
(535) {980)
{563) (1,205)

(182) 632

6,173 1,825
(1,877) (314
(3,749) M
- (2)
(5,626) (323)

547 1,502

362 360

19 2

29 29

137 1,111

547 1,502




ALLIANCE BOOTS HOLDINGS LIMITED
(formerly Alliance Boots plc)

NOTES TO THE ACCOUNTS
for the year ended 31 March 2008

1.

ACCOUNTING POLICIES

Basis of Preparation

Following the delisting of Alliance Boots plc and the re-registering as a private company, the Company has
opted to adopt Umted Kingdom generally accepted accounting principles and applicable accounting
standards (“UK GAAP”) and no longer presents its result under International Financial Reporting Standards
(“IFRS™) A summary explanation of the transition from IFRS to UK GAAP 1s presented 1n note 19 of this
report In accordance with UK GAAP, the financial statements have been prepared under the histoncal cost
convention, and the principal accounting polictes adopted within that convention are set out below

Under FRS 1 the company 15 exempt from the requirement to prepare a cash flow statement on the grounds
that Alliance Boots GmbH includes the company’s cash flows 1n 1ts own published consolidated financial
statements

The Company 1s exempt by virtue of 5228 of the Compames Act 1985 from the requirement to prepare
consolidated financial statements These financial statements present information about the Company as an
individual undertaking and not about 1ts Group

Investments
Investments held as fixed assets are stated at cost less provision for any impairment

Foreign currency transactions

Transactions 1n currencies other than the company’s functional currency are translated into the company’s
functional currency (pounds sterling) at the exchange rate ruling at the date of the transactions Monetary
assets and habilines denomunated in foreign currencies at the balance sheet date are translated at the
exchange rate ruling at that date Exchange gains and losses are recogmsed 1n the profit and loss account

Interest receivable

Interest receivable comprises 1nterest receivable on funds invested calculated using the effective interest rate
method, exchange gains, gamns on hedging instruments that are recogrused n the profit and loss account and
dividends received from investments

Interest payable
Interest payable comprises interest payable on borrowings calculated using the effective interest rate method,
exchange losses, and losses on hedging instruments that are recogmsed 1n the profit and loss account

Impairment of assets

The Company’s assets are reviewed at each balance sheet date to determune whether events or changes in
circumstances exist that indicate that their carrying amount may not be recoverable If such an indication
exists, the asset’s recoverable amount 15 estimated An impairment loss 15 recogmsed 1n the profit and loss
account for the amount by which the asset’s carrying amount exceeds its recoverable amount

Cash at bank and in hand

Compnses cash at bank and 1n hand and short term deposits with matunties of three months or less from the
date of acquisition and bank overdrafts Bank overdrafts are shown within borrowings 1n current liabilities on
the balance sheet

Financial instruments and derivative financial imstruments

Financial assets and liabilities are recogmised 1n the balance sheet at fair value when the Company becomes a
party to the contractual provisions of the instrument The Company uses dervauve financial mstruments to
hedge 1its exposure to currency translation and interest rate risks ansing from operating, financing and
mvesting activities




ALLIANCE BOOTS HOLDINGS LIMITED
(formerly Alliance Boots plc)

Financial instruments and derivative financial instrumeats (continued)

In accordance with 1ts treasury policy, the Company does not hold or 1ssue denvative financial instruments
for trading purposes However, denvatives that do not qualify for hedge accountung are accounted for at fair
value with movements taken to the profit and loss account

Denvative financial instruments are recognised mtially at fair value, with movements on remeasurement
recogmsed mmmediately mn the profit and loss account However, where denvatives qualify for hedge
accounting, recognition of any resultant gain or loss depends on the nature of the 1tem being hedged (see
below)

The fair value of interest rate swaps 1s the estumated amount that the Company would receive or pay to
terrnate the swap at the balance sheet date, taking into account current interest rates and the current
creditworthiness of the swap counterparties

The fair value of forward exchange contracts 1s their market price at the balance sheet date

Cashflow hedges

Where a denvative financial instrument 1s designated as a hedge in the vanability of cash flows of a
recognised asset or habality, or a highly probable forecasted transaction, the effective part of any gain or loss
on the denvative financial instrument 1s recognised directly in the hedging reserve

When the forecasted transaction subsequently results in the recogmtion of a non-financial asset or non-
financial hability the associated cumulative gain or loss 15 removed from equity and included 1n the 1mtial
cost or other carrying amount of the non-financial asset or hiability

If the hedged forecasted transaction subsequently results i the recogmition of a financial asset or financial
hability, the associated gans and losses that were recogmsed directly 1 equity are reclassified mto profit or
loss 1n the same period, or penods, duning which the asset acquired or liability assumed affects profit or loss

For cash flow hedges, other than those covered by the preceding two policy statements, the associated
cumulative gain or loss 15 removed from equity and recogmsed m the profit and loss account in the same
penod or periods duning which the hedged forecast transaction affects profit or loss The mneffective part of
any gain or loss 18 recogmsed immediately in the profit and loss account

When a hedging instrument expires or 15 sold, terminated or exercised, or the entity revokes designation of
the hedge relationship but the hedged forecast transaction 1s stll expected to occur, the cumulative gan or
loss at that pownt remamns 1n equity and 1s recogmsed in accordance with the above policy when the
transaction occurs If the hedged transaction 1s no longer expected to take place, the cumulative unrealised
gain or loss recogmsed in equity 18 recogmsed immediately i the profit and less account

Fair value hedges

Where a denvative financial instrument hedges the changes in the fairr value of a recogmused asset or hability
or an unrecogmised firm commutment (or an 1dentified portion of such an asset, hability or firm commutment),
any gawmn or loss on the hedging mstrument 1s recogmsed n the profit and loss account The hedged item is
also stated at farr value mn respect of the nisk(s) beng hedged, with any gain or loss recogmsed i the profit
and loss account

Hedge of monetary assets and liabiliies

Where a denvative financial instrument 1s used to hedge economically the currency translation exposure of a
recogmsed monetary asset or hability, no hedge accounting 1s apphed and any gamm or loss on the hedging
strument 1s recogmsed in the profit and loss account

Borrowings
Borrowings are recogmised nitially at fair value less attributable transaction costs

Subsequent to mitial recogmition, borrowings are stated at amorused cost with any difference between cost
and redemption value being recogmsed i the profit and loss account over the period of the borrowings on an
effective interest basis




ALLIANCE BOOTS HOLDINGS LIMITED
(formerly Alliance Boots plc)

Taxation

Tax on the profit or loss for the year represents the sum of current and deferred taxation ansing on those
profits Tax 1s recogmsed 1n the profit and loss account except to the extent that 1t 15 attnibutable to a gamn or
loss recogmsed directly 1n reserves, 1n which case the associated tax charge or credit 15 also included there

Current taxation

Current tax 15 the amount of tax estimated to be payable or recoverable 1n respect of the taxable profit or loss
for the year, along with adjustments to estunates 1 respect of previous periods The tax rate used 1s the rate
or rates enacted or substantially enacted for the period by the balance sheet date

Deferred raxanon

In accordance with FRS 19, deferred tax 1s provided 1n respect of all iming differences that have onginated,
but not reversed, by the balance sheet date Deferred tax 1s measured on a non-discounted basis at the tax
rates that are expected to apply n the periods m which the timing differences reverse, based on tax rates and
laws enacted or substantially enacted at the balance sheet date No provision 1s made for any potential
lhabality to corporation tax on capital gains ansing on disposals of assets where any hability 1s expected to be
deferred indefinitely Deferred tax assets are only recogmsed to the extent that the Directors believe there
will be sufficient taxable profits against which those assets can reverse in the futre

2. EXCEPTIONAL ITEMS

Exceptional 1tems 1n the current year comprise £50 million costs mcurred 1n connection with the acquisition
of the Company by AB Acquisitions Limited which was completed on 26 June 2007

3, OPERATING COSTS

Operatings costs included a fee of £10,000 (2007 £10,000) to the auditors i respect of audit fees of the
Company

Directors’ emoluments totalled £5,071,000 (2007 £7,589,000) Company contributions to Directors' money
purchase pension schemes totalled £264,000 (2007 £139,000) Compensation for loss of office totalled
£3,274,000 (2007 £1,805,000) Amounts paid to third parties in respect of directors’ services totalled
£18,300 (2007 £37,000) The emoluments of the highest paid director were £1,048,000 (2007 £1,987,000),
he 1s a member of a defined benefit pension scheme under which his accrued pension at the year end was
£98,000 (2007 £71,000), he exercised share options 1 2008 (2007 Nil) and received shares under a long
term 1ncentive scheme n 2007 and 2008 Durning the year, three directors (2007 four) accrued retirement
benefits under defined benefit schemes The total number of directors who exercised share options was three
(2007 none) The number of directors 1n respect of whose services shares were received or receivable under
long term incentive schemes was seven (2007 mne) The following directors were covered by directors and
officers indemnity insurance during the year ended 31 March 2008 S Pessina, G Fairweather, O Barra, S W
Duncan, M Pagm, R Baker, § Wheway, Sir Nigel Rudd, G Dawson, A Loader, T Parker, H Ploix, P
Ponsolle, M Stach

There were no employees during the year or the pnor year

INTEREST RECEIVABLE AND SIMILAR INCOME

2008 2007

£million £million

Interest receivable from subsidiary undertakings 185 122
Interest receivable from bank deposits 21 20
Other interest recervable 17 i5
223 157

10




ALLIANCE BOOTS HOLDINGS LIMITED
(formerly Alliance Boots plc)

s. INTEREST PAYABLE AND SIMILAR CHARGES

2008 2007
£million £million
Interest payable to subsidiary undertakings 58 42
Interest payable on bank loans and overdrafts 93 6
Interest payable on bonds 23 24
Financing fees 4 -
Other interest payable 1 12
179 84
6 TAX CREDIT/(CHARGE) ON PROFIT ON ORDINARY ACTIVITIES
2007
2008 (restated)
£mllion £million
The tax credit on the profit for the year consists of
Current taxation
UK corporation tax on profits for the year 14 (12)
Adjustments i respect of prior periods 5 1
Total current tax 19 {an
Deferred taxation
Ongnation and reversal of timing differences (1) -
Tax credit/(charge) for the year I8 (1)

Reconciliation of current tax charge

The standard rate of tax for the year, based on the UK standard rate of corporation tax 1s 30% (2007 30%)
The actual tax credit for the year differs from the standard rate for the reasons set out in the following

reconciliation
2007
2008 (restated)
£mullion £mullion
Profit on ordinary activities before taxation 565 63
Expected tax (charge)/credut at 30% (170) (19}
Dividends from UK companies not taxable 162 3
Non taxable mcome 22 5
Non deductible expenditure (1) (1)
Adjustments 1n respect of prior periods 5 1
Total current tax (charge)/credit for the year i8 (1)
Factors affecting future tax charges
The standard rate of corporation tax in the UK changed to 28% with effect from 1 April 2008
7. DIVIDENDS PAID
2008 2007
£mullion £mullion
Equity dividends on ordinary shares
Final dividend paid — il per share (2007 21p per share) - 101
Intenm/Special dividend — 159p per share (2007 10p per share) 1,550 48
1,550 149

11




ALLIANCE BOOTS HOLDINGS LIMITED
(formerly Alliance Boots plc)

8. INVESTMENTS
Shares in
group Loans to
undertakings group Total
restated undertakings Restated
£million £mllion £rmlhion
At 31 March 2007 — as restated 492 701 1,193
Additions 3,015 2,100 5,115
Currency translation differences - 46 46
At 31 March 2008 3,507 2,847 6,354
Subsidiary undertakings
The principal subsidiary undertalings of the Company are
Percentage held Percentage held Country of Country of Main activity
by Company by subsidiary operation incorporation
undertakings
Health & Beauty Division
Boots UK Liumuted 100 - UK England and Pharmacy-led health
Wales and beauty retailing
Alliance UnuChem - 100 Norway Norway Retail pharmacy
Norge A S operator
Boots Retail 100 - Eire Eire Pharmacy-led health
{Ireland) Limuted and beauty retaihing
Alliance Apotheek - 100 The The Netherlands Retail pharmacy
BV Netherlands operator
Boots Retail 100 - Thailand Thailand Pharmacy-led health
(Thailand) Limited and beauty retailing
Pharmaceutical Wholesale
Division
UniChem Limited - 100 UK England and Pharmaceutical
Wales wholesaler ‘
Alhance Healthcare - 992 Spam Spain Pharmaceutical |
SA wholesaler ‘
Alleanza Healthcare - 100 haly Ttaly Pharmaceuncal i
Italia SpA wholesaler |
Alliance Healthcare - 100 The The Netherlands ~ Pharmaceutical :
BV Netherlands wholesaler ‘
Alhance Healthcare = — 971 Czech Czech Republic  Pharmaceutical
510 Republic wholesaler i
Apteka Holding ZAO  — 66 Russia Russia Pharmaceutical !
wholesaler I
Holtung A S - 100 Norway Norway Pharmaceutical
wholesaler
Boots Beauty - 100 UK England and Wholesaling of Boots
International Limited Wales branded products
Contract Manufacturing
BCM Limuted 100 - UK England and Manufacturer
Wales

In addition to the holding 1 Apteka Holding ZAQO above, Hedef Alhance Helding A §, an associate 1n which the
Group has a 50% interest, has a direct interest of 30% n Apteka Holding ZAO

As permitted by Section 231(5) of the Companies Act 1985, only principal undertakings are shown A complete list
of all subsidiary undertakings 1s filed with the Company’s annual return

12



ALLIANCE BOOTS HOLDINGS LIMITED
(formerly Alliance Boots plc)

Associates and joint ventures
The principal associates and jomnt ventures of the Company, alt of which are indirectly held, are

Associates
Alhance
Healthcare S A
Andreae-Nons
Zahn AG
Galenica A G

Hedef Alliance
Holding A S
Joint venture

Guangzhou
Pharmaceutical
Corporation

Percentage
interest 1n
ordinary share
capatal

49

2999

255

30

50

Country of
operation

Portugal
Gemmany

Switzerland

Turkey

China

Country of
incorporation

Portugal
Germany

Switzerland

Turkey

China

Mam activity

Pharmaceutical wholesaler
Pharmaceutical wholesaler

Pharmaceutical manufacturer,
retailer and wholesaler

Pharmaceutical wholesaler

Pharmaceutical wholesaler

As permutted by section 231 (5) of the Companies Act 1985, only principal undertakings are shown

9. DEBTORS

Amounts falling due within one year
Amounts due from subsidiary undertakings
Other debtors and accrued income

2008 2007
£mithon £million
111 1,540

34 7

145 1,547

13




ALLIANCE BOOTS HOLDINGS LIMITED
(formerly Alliance Boots plc)

10. FINANCIAL ASSETS AND LIABILITIES

Outlined below 1s information regarding the contractual terms of the Company’s borrowings Further information on
the Company’s exposure to interest rate and currency nisk 1s provided i note 11

The carrying amount of financial assets and liabilities 1s as follows

31 March 31 March
2008 2007
£million £million
Current borrowings
Bank overdrafts repayable on demand (14) (14)
€300 mullion floating Eurobond 2007 - (204)
Medium term notes (14) (7
(28) _(225)
Non-current borrowings
Bank loans — semor facilities (1,575) -
£300 mullion Eurobond 2009 5 5% (302) (362)
Medium term notes - (12)
(1,877) 3i4)
Total borrowings (1,505) (539)
Cash and cash equivalents 236 200
Total borrowings net of cash and cash equivalents (1,669) (249)
Dernvative financial instruments 1 {2)
Net borrowings (1,668) (251)
Financial guaranice - %)
Amounts due from subsidiary undertakings 2,958 2,241
Amounts due to subsidiary undertakings 4,267) {955)
Net financial habilities (2,977) (1,026)

The Company’s principal net borrowings are from the following sources

1 A bond of £300 mulhon, 1ssued on 26 May 1999, was transferred from The Boots Company PLC to
Alhance Boots Limited on 20 January 2003 at 1ts market value on that date of £309 milhion The bond,
which carries a fixed mterest rate of 5 5% per annum, 15 due for repayment on 26 May 2009 and 1s held
at amortised cost

2 £1,550m of vanable rate commutted bank loans These loans, which are denomunated in Sterling and
Euro, are fully drawn and their carrying value at 31 March 2008 1s £1,575 mullion, mncluding the impact
of currency revaluation and reported net of unamortised fees incurred in respect of these loans The
loans are repayable between 2015 and 2016

3 £518 mullion of loans to parent undertakings are included within current liabihities and £3,749 mullion of
loans to subsidiary undertakings are included within non current Liabilities.

The Company’s bank overdrafis are repayable on demand
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ALLIANCE BOOTS HOLDINGS LIMITED
(formerly Alliance Boots plc)

10. FINANCIAL ASSETS AND LIABILITIES (continued)

Maturity profile of financial habihities before the impact of derivative financial instruments

The table below shows the contractual matunities of financial habilities on an undiscounted basis, including
interest payments Interest 15 calculated based on habilities held at 31 March 2008 without taking account of
any future debt assurance Floating rate interest has been estimated using prevailing interest conditions at 31
March 2008 Cash flows 1n non-Sterling currencies are wranslated using exchange rates at 31 March 2008

Carrying Contractual 1 year or

Terms and borrowings value  cash flows less 1-2years 2-5years >5years
repayment schedule March 2008 £million £mullton  £mllion £milion  £mmilion £million
Fixed

£300 mullion Eurobond 2009 5 5% (302) (333) (17) (316) - -
Medium term notes {4) ) (4) - - -
Floating

Bank leans — semor facilities (1,575) (2,611) (142) (121) (387) (1,961)
Bank overdrafts (14) (14) (14) - - -
Medium term notes (10) (10) (10) - - -
Total borrowings (1,905) (2,972) (187) (437) (387) (1,961)
Amounts due to subsidiary

undertakings (4,267) (4,528) (693) (3,835) - -
Total non-derivative financial

labilites (6,172) (7,500)  (880)  (4,272) (387) (1,961)
Currency swaps

-outflows (14 (14) - - -
-inflows 14 14 - - -

Currency exchange contracts
-outflows (364) (364)
-inflows 364 364 - - -

Total denvative — currency and
interest rate instrument hahilities - - - - - -
Total financial hablities (6,172) (7,500) (880) (4,272) (387) (1,961)

All floating rate borrowings re-price within six months of the balance sheet date
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ALLIANCE BOOTS HOLDINGS LIMITED

(formerly Alliance Boots plc)

10. FINANCIAL ASSETS AND LIABILITIES (continued)

Terms and borrowings
repayment schedule March 2007

Fixed

£300 mithion Eurobond 2009 5 5%
Med:um term notes

Floating

€300 mullion floating Eurobond
2007

Bank overdrafts

Medium term notes

Total borrowings

Amounts due to subsidiary
undertakings

Financial guarantee

Total non-denvative financial
hiabilities

Currency swaps

-outflows

-inflows

Currency exchange contracts
-outflows
-inflows

Total derivative — currency and

interest rate mstrument habilinies
Total financial habilities

Currency profile

Carrying Contractual 1 yearor

value  cash flons less 1-2years 2-S5years  >5years
£milhien £milbon  £mulhon £mullion £mullion £million
{302) (350) (an (a7 (316} -
(3) “ - C)) - -

(204) (207) (207) - -
(14) (14) (14) - - -
(16) (16) {12) @) - -
(539) (391) (250) (25) (316) -

(955) (955) (955) - -

©) : - - -
(1,503) {1,546) (1,205) (25 (316) -
(22) (13) ©) - -
20 12 8 - -
2) 2 O (D - -

(44) (37 (7 -
44 37 7 - -

(2) (2) (1) 8y -
(1,505) (1,548) {1,206) (26) (316) -

The analysis of financial assets and habilities by currency (before the effect of currency hedging) 1s as follows

31 March 2008

Bank overdrafts repayable on demand

Bank loans — semor facilities

£300 mullion Eurobond 2009 5 5%
Medum term notes

Total borrowings

Cash and cash equivalents
Denvative financial instruments

Amounts due from subsidiary undertakings
Amounts due to subsidiary undertakings
Bank overdrafts repayable on demand

Total Sterling Euros Other
£million £million £million £million
(14) (i4) - -
(1,573) (886) (689) -
(302) (302) - -
(14) - - (14)
(1,905) (1,202) (689) (14)
236 169 67 -

1 1 - -
2,958 2,230 589 136
(4,267) (3.513) (624) (130)
(2,977) (2,315) (657) (5)
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10. FINANCIAL ASSETS AND LIABILITIES (continued)

Total Sterling Euros Other
31 March 2007 £million £milhion £million £milhon
Bank overdrafis repayable on demand (14) (13) - (1
€300 mailion floating Eurobond 2007 (204) - (204) -
£300 rmlhion Eurobond 2009 5 5% (302) (302) - -
Medium tenn notes {19) - {7) (12)
Total borrowings (539) (315) (211) (13)
Cash and cash equivalents 290 288 2 -
Denvative financial instruments (2) (2) - -
Financial guarantee (9) 9) - -
Owed by subsidiary undertakings 2,241 1,804 423 14
Owed to subsidiary undertakings (955) (920} {34) (H)
Net financial (habilities)/assets 1,026 846 180 -

A companison of carrying values and fair values 1s set out below

Carrying Carrying
value Fair value value  Fair value
2008 2008 2007 2007
£million £million fmillion £million
Bank overdrafis repayable on demand (14) (14) (14) (14)
€300 mullion floating Eurobond 2007 - - (204) (204)
Medium term notes (14) (14) (19) {19)
Bank loans — semor facilities (1,575) (1,619) - -
£300 mulhon Eurobond 2009 5 5% (302) (286) (302) (295)
Total borrowings (1,903) (1,933) (539) (532)
Cash and cash equivalents 236 236 290 290
Denvative financial instruments 1 1 (2) (2)
Fiancial guarantee - - 9 €]
Amounts due from subsidiary undertakings 2,958 2,958 2,241 2,241
Amounts due to subsidiary undertakings (4,267) (4.267) (955) (955)
Net financial (liabilities)/assets (2,977 (3,005) 1,026 1,033

Fair values of bonds, and currency exchange contracts have been determuned with reference to quoted market prices

The fair values of cross currency swaps have been calculated by discounting the future cash flows of the individual
contracts using the appropriate market interest rate curve and currency rates prevailing at 31 March 2008

The fair value of bank overdrafts approximate to their carrying value due to their short term nature The carrymg
values of the semior facilities (which are vanable rate) are lower than the fair values of the instruments mawmly due to
the impact of unamortised fees included in the carrying vaiue

All fair values are shown excluding any accrued interest (clean prices)
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ALLIANCE BOOTS HOLDINGS LIMITED
(formerly Alliance Boots plc)

11.

FINANCIAL INSTRUMENTS
Capital structure risk management

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a
going concern

Liqudity rsk management

Access to cost-effective funding 1s managed by maintaining a range of commutted and uncommutted facilities,
sufficient to meet anticipated needs, arranging funding ahead of requirements, and developing diversified
sources of funding

The Company’s Liquidity 15 optimised through cash poeling and deposits or loans to and from subsidiary
compames

The Company’s core borrowing 1s provided through £1,550 mllion of commutted term loans which are fully
drawn, and inter-company funding arrangements The carrying value of the commutted term loans (which are
denominated 1in Euro and Sterling) at 31 March 2008 was £1,575 million, including the impact of currency
revaluation and reported net of unamortised fees incurred 1n respect of the loans These loans mature between
2015 and 2016 The Company also has access to a committed £820 milhion revolving credit facility, £200
mithion of which has been utihsed in providing a guarantee to the Boots Pension scheme, and £620 million of
which was available to the company and other borrowers at 31 March 2008 This facility provides access to
funding in a range of currencies and 1s available untl 2014

The Company monitors 1ts net debt position on a daily basis against both budget and a rolling two month cash
forecast The maturity profile of the Company’s financial habilities at 31 March 2008 are shown 1n note 10

Credit risk management

The maximum exposure to credit nsk 1s represented by the carrying amount of each financial asset, including
dersvative financial instruments, at the balance sheet date

The Company considers the possibility of significant loss in the event of non-performance by a financial or
commercial counterparty to be unlikely

Exposures to financial counterparties anse from the use of derivative financial mstruments, cash balances and
short term deposits The Company protects 1tself against the risk of financial loss ansing from failure of
external financial counterparties by setting ratings based limits to the maximum exposure to individual
counterparties or their groups Limuts are set by reference to ratings 1ssued by the major ratings agencies,
Standard and Poor’s and Moody’s Investors Service Limuted

At 31 March 2008 total exposures of the Company to external financial counterparties was £237 mullion of
which £1 mullion related to derivative financial assets and £236 rmullion of cash and cash equivalents

There has been no change to any methods or assumptions from the comparative period
Market nsk

Market risk 1s the risk that changes in market prices, such as currency exchange rates and mterest rates will
affect the Company’s income or the value of its holdings of financial instruments The objective of market
risk management 1s to manage market nisks within acceptable parameters The Company transacts n financial
instruments mcluding denvatives 1n order to manage these risks 1n accordance with the treasury policies of
the Company

There has been no change to any methods or assumptions from the comparative pertod
Currency risk

Company 1s party to a vanety of currency denvatives in the management of exchange rate exposures,
including cross currency swaps, and currency exchange contracts Movements in the fair value of all forward
contracts other than those designated and effective as cash flow hedges are reported directly in the income
statement

There has been no change to any methods or assumptions from the comparative period
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11. FINANCIAL INSTRUMENTS (continued)

The effect of currency swaps and forward contracts on net borrowings of the company are shown below

Before After Before hedging After

hedging 2008 hedging 2007 hedging

£million 2008 £million 2007

£mullion £million

Sterling (2,315 (2,932) 846 1050
Euro (657) (59) 180 (36)
Other (3) 14 - 12
(2,977 (2,977) 1,026 1,026

At 31 March 2008 the total notional amount of outstanding currency exchange contracts that the Company
has commutted was £1,041 mallion (2007 £312 mulhion)

At 31 March 2008 the balance sheet carrying value of the Company’s outstanding forward exchange
contracts was £ml (2007 £nl)

Currency risk — sensitivity analysis

The table below shows the Company’s sensitivity of non-Sterling exchange rates on non-Sterling financial
Instruments

A 10% strengthening of Sterling agamst the following currencies at 31 March 2008 would have
increased/(decreased) equity and the profit by the amounts shown below This analysis assumes that all other
variables, including mnterest rates, remamn constant In this table financial mstruments are only considered
sensitive for exchange rates where they are not i the functional currency of the Company

Impact on Impact on Impact on Impact on

equity Profit equity Profit

2008 2008 2007 2007

£million £million £million £mllion

Euro - 6 - 4
Other - 1 - 1
- 7 - 5

A 10 per cent weakening of Sterling against the same currencies at 31 March 2008 would have had the equal
and opposite effect to that shown above on the basis that all other vanables remain constant

Interest rate risk

The Company has a mixture of fixed and floating rate berrowangs Before the impact of derivative financial
mstruments, £306 mullion (10 %) of borrowings are at fixed interest rates {predominanty relating to the £300
mullion Eurobond 2009 5 5%) The re-pnicing nisk of the fixed borrowings coincides with their maturnity The
floating rate borrowings re-pnce within 6 months of the reporting date, based on short term borrowing rates
for the relevant currency

The Company has interest rate swaps with a notional pnincipal of £500 milhion to swap £500 mullion of
outstanding borrowings from floating to fixed interest rates In the period to March 2008 no amounts were
deferred i equity 1n respect of these instruments All of the fair value movements 1n these instruments from
inception to 31 March 2008 have been recogmised 1n the profit and loss account

After taking into account the impact of denvative financial mstruments, £802 mulhon (27%) of the
Company’s total borrowings are at fixed mterest rates All other borrowings re-price within 6 months of the
reporting date

At 31 March 2008 £500 mulhion (32%) of the principal outstanding under the semior facility was hedged

The rmpact of a 1% increase and a 1% decrease i interest rates on 31 March 2008 on the profit are shows in
the table below This analysis assumes that all other vanables had been constant throughout the year On thus
basis there would have been no significant amounts recognised directly 1n equity
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11. FINANCIAL INSTRUMENTS (continued)

1% increase in 1% decrease in 1% increase in 1% decrease in

interest rates interest rates interest rates interest rates
2008 2008 2007 2007
£million £mullion £mullion £million
Impact on profit/(loss) -
denvative financial instruments 21 2n - -
Impact on profit/(loss) -
vanable rate instruments (28) 28 12
(7) 7 12

Derivative financial instruments

Achieving hedge accounting 1s based on measuning the effectiveness of the denvative as a hedging instrument
as well as fulfilling hedge documentation rules The effectiveness test compares the change in fair value of the
designated denvative and the change i the fair value of the hedged item, to determune if this ratio falis within
the permitted range of 80% to 125% Any denivative that falls outside the permtted range 1s classified as
held-for-trading Gains or losses on the denivative are recogmsed immediately in the income statement except
were the derivative 15 designated within an effective cash flow relationship, 1n which case the gains and losses
are deferred in equity and are recycled through the profit and loss account at the tune that the hedged item 1s
recogmsed 1n the profit and loss account The hedge accounting treatment 15 described further in the
Accounting policies (note 1)

Where a derrvative does fall withun the permitted range but 1s not 100% effective, the ineffective element 1s
recogmsed in the profit and loss account immediately This gives nse to a gan or loss which 1s recognised
under interest recervable or mnterest payable as approprniate These gain or losses represent timung differences
that will reverse over the life of the financial instruments

12.  OTHER CREDITORS

2008 2007
fmllion £million
Amounts falling due after more than one year
Financial guarantee - 7
Amounts due to subsidiary undertakings 3,749
3,749 7
Amounts falling due within one year
Amounts due to subsidiary undertakings 518 955
Financial guarantee - 2
Other creditors 17 20
Taxation - 2
Accruals and deferred income - 1
535 980
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13. SHARE CAPITAL

Authonised and allotted

Ordinary shares of 37% pence each

Authonsed

Allotted, called up and fully paid

In issue

At beginning of year
Shares 1ssued

At end of year

2008

Number
of shares 2008
milhon £million
1,288 479
973 362

2007

Number
of shares 2007
million £million
1,288 479
968 360

31 March 2008
Number
of shares

milhon

968
5
973

31 March 2007
Number

of shares
million

486

482

968

During the year the Company 1ssued 5,412,087 ordinary shares at a premuum of 309p per share 11 exchange

for £18,714,950 cash

14. RECONCILIATION OF MOVEMENT IN CAPITAL AND RESERVES

Issue of new shares

Profit for the year
Dividends to shareholders
Movement in own shares
At 31 March 2007

Issue of new shares

Profit for the vear
Dividends to shareholders
Movement in own shares
At 31 March 2008

Capital Retained Total

Share Share  redemption earnings equity
capital premium reserve restated restated
£milhon £milion £million £million £million
181 2 29 1,213 1,425
179 - - - 179

- - - 52 52

- - - (149) (149)

- - - (3 (5)

360 2 29 1,111 1,502

2 17 - - 19

- - 583 583

- - - (1,550) (1,550)

- - - ) G

362 19 29 137 547
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15.

16.

17.

ULTIMATE PARENT COMPANY AND CONTROLLING PARTY

At 31 March 2008, the Company’s immediate parent company was AB Acquisitions Limuted, and its ultimate
parent company and controlling party was AB Acqusitions Holdings Limuted AB Acquisitions Holdmngs
Lirmited 15 also the parent undertaking of the largest group i which the Company 1s consolidated

AB Acquisitions Holdings Limited 1s incorporated in Gibraltar, and uts registered office 1s 57/63 Line Wall
Road, Gibraltar AB Acqusiions Holdings Limited 1s jomntly controlled by certain funds adwvised by
Kohlberg Kravis Roberts & Co L P and Alhance Sante Participations S A, a company indirectly wholly
owned by S Pessma

The smallest group mn which the results of the Company are consolidated 1s that headed by Alliance Boots
GmbH, a company incorporated mm Switzerland The consolidated financial statements of this group are
available from the Alhance Boots website at www alhanceboots com

RELATED PARTY TRANSACTIONS

The Company's related party transactions are with fellow subsidiary undertakings of the Alhance Boots
GmbH group, and this continues to be the case  Amounts due from and to fellow subsidiary undertakings are
set out within notes 9 and 12 of this report  Interest receivable from subsidiary undertakings 1s set out 1n note
4 and nterest payable to subsidiary undertakings 1s set out 1n note 5 Dividends recerved from subsidiary
undertakings during the year were £540 mullion Durning the year, the Company received charges from
another Group company for the provision of management services of £31 million

CONTINGENT LIABILITIES

On 21 December 2007, the Company became a Guarantor under both a £8,270 million multi-currency Semcr
Facilities Agreement and a £750 milhon multi-currency Subordmated Facility Agreement (together wath the
Agreements) between, amongst others, the Company as a Borrower and Deutsche Bank AG as the Facility
Agent for the Lenders As a Guarantor under the Agreements the Company has guaranteed the habilities of
fellow subsidhary undertakings within the Alliance Boots GmbH group under the Agreements

As at 31 March 2008 the gross borrowings outstanding under the Agreements 1n aggregate (including the
impact of currency translation and capitahised interest) were £8,645 million
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18.

SHARE-BASED COMPENSATION

On acquisttion of Alliance Boots plc by AB Acqusitions Limited all former Alliance Boots plc schemes
vested and were exercised on acquisition with the exception of the Save As You Earn scheme and certamn
Executive Share Option Plans held by non-UK employees

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

2008 2008 2007 2007
Weighted  Number of Weighted  Number of
average options average options
exercise price exercise price
£ £
Outstanding at 1 January 584 3,297,691 631 3,704,432
Busmnesses acquired - - 4,34 826,093
Forfeited dunng the year - - 626 (1,212,854)
Exercised during the year 594  (2,972,500) 367 (19,980)
Outstanding at the end of the year 4,93 325,191 584 3,297,691
Exercisable at the end of the year 493 325,191 4135 806,113

The exercise price range and average contractual hfe of executive options cutstanding as at 31 March 1s as
follows

2008 2007
Exercise price range £36710£6 14 £367t0 £7 10
Weighted average contractual hife 3 4 years 7 8 years

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

2008 2008 2007 2007
Weighted  Number of Weighted  Number of
average options average options
exercise price exercise price
£ £
Outstanding at 1 January 467 3,361,750 - -
Businesses acquired - - 343 1,977,742
Forferted dunng the year 565 (1,378,156) 527 (66,938)
Granted 1n the peniod - - 637 1,461,946
Exercised during the vear 353 (1,333,653) - -
Outstanding at the end of the year 493 636,187 4 67 3,361,750

Exercisable at the end of the year - - - -

The exercise price range and average contractual life of SAYE options outstanding as at 31 March 1s as
follows

2008 2007
Exercise price range £253 to £6 37 £2 18 to £6 37
Weighted average contractual life 2 3 years 2 9 years

The expense m respect of share-based compensation 1s recogmsed by the employing entities in the Group No
charge 15 recognsed i Alliance Boots Holdings Limited
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19. RESTATEMENT OF PRIOR YEAR COMPARATIVES TO UK GAAP FROM IFRS
Following the delisting of Allilance Boots plc and 1its re-registering as a private company, the Company has
opted to adopt UK GAAP accounting policies and no longer presents its results under International Financial
Reporting Standards (IFRS™)
The principat adjustment relates to the accounting for investments n subsidiary undertakings Under IFRS,
ivestments 1n subsidiary undertakings are required to be stated at fair value on acquisition and, where the
consideration 1s 1n the form of the 1ssue of share caputal of the Company, a merger reserve 15 recogmsed to
reflect the excess of the fair value over the nommal value of the shares Any dividends recesved out of the
pre-acquisition reserves of the subsidiary undertaking are deducted from the cost of the investment and a
corresponding transfer 1s made from the merger reserve to retained earmings Under UK GAAP, investments
in subsidiary undertakings are required to be tially stated at cost and, where the consideration 15 1n the
form of the 1ssue of share capital of the Company, and relief 1s available under sections 131 and 132 of the
Companies Act 1985, no merger reserve 15 recogmsed and the cost of the investment 1s represented by the
nomunal values of the shares ssued Impairments of investments made under IFRS have therefore been
reviewed based on the UK GAAP mvestment level and amended as appropriate  All dividends received are
recogmised in the profit and loss account
The table below shows the umpact on the balance sheet as previously presented at 31 March 2007
31 March 31 March
2007 Effect of 2007
IFRS transition UK GAAP
£million £million £million
FIXED ASSETS
Investments 7,571 (6,378) 1,193
CURRENT ASSETS
Debtors 1,547 - 1,547
Cash at bank and in hand 290 - 290
1,837 - 1,837
CREDITORS: amounts falling due within one year
Borrowings (225) - (225)
Other creditors (980) - {980)
(1,205) - (1,205)
NET CURRENT ASSETS 632 - 632
TOTAL ASSETS LESS CURRENT LIABILITIES 8,203 (6,378) 1,825
CREDITORS: amounts falling due after more than one year
Borrowings (G14) - (3i4)
Other payables O] - )
Denivative financial instruments (2) - 2)
(323) - (323)
NET ASSETS 7,880 (6,378) 1,502
CAPITAL AND RESERVES
Called up share capital 360 - 360
Share premium 2 - 2
Shares to be 1ssued 11 (11) -
Merger reserve 6,426 (6,426) -
Caputal redempuion reserve 29 - 29
Retained earnings 1,052 59 1,111
SHAREHOLDER’S FUNDS 7,880 (6,378) 1,502
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19 RESTATEMENT OF PRIOR YEAR COMPARATIVES TO UK GAAP FRCOM IFRS (continued)

The table below shows the mmpact on the balance sheet as previously presented at 31 March 2006

31 March 31 March
2006 Effect of 2006
IFRS transition UK GAAP
£million £million £mullion
FIXED ASSETS
Investments 3,046 (2,064) 982
CURRENT ASSETS
Debtors 1,245 - 1,245
Cash at bank and 1n hand 774 - 774
2,019 - 2,019
CREDITORS: amounts falling due within one year
Borrowings (291) - (2%1)
Other credators {(754) - (754)
(1,045 - (1,045)
NET CURRENT ASSETS 974 - 574
TOTAL ASSETS LESS CURRENT LIABILITIES 4,020 {2,064) 1,956
CREDITORS: amounts falling due after more than one year
Borrowings (531) - (531)
Other payables - - -
Denvative financial instruments - - -
(331) - (331)
NET ASSETS 3,489 (2,064) 1,425
CAPITAL AND RESERVES
Cailed up share capatal 181 - 181
Share premium 2 - 2
Merger reserve 2,123 (2,123) -
Capital redemption reserve 29 - 29
Retained earmings 1,154 59 1,213
SHAREHOLDER'’S FUNDS 3,489 (2,064) 1,425
The table below shows the impact on the profit and loss account for the year ended 31 March 2007
Year ended Year ended
31 March 31 March
2007 Effect of 2007
IFRS transition UK GAAP
£million £mllion £million
Other operating costs (24) - (24)
Exceptional items 4 - 4
OPERATING LOSS (20) - (20)
Dividends recerved from group undertakings 10 - 10
Impairment of investment in subsidiary undertakings 642 (642) -
Interest receivable and similar income 157 - 157
Interest payable and similar charges (84) - {84)
PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION 705 (642) 63
Tax charge on profit on ordinary activities (an - (11)
PROFIT ON ORDINARY ACTIVITIES AFTER TAXATION 694 (642) 52
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