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GBUK Group Limited
Strategic report for the year ended 30 June 2019

The directors present their Strategic report on the group for the year from 1 July 2018 to 30 June 2019.

Review of the business

The principal activity of the company during the year was to act as the holding company for GBUK
Group Limited and its subsidiary undertakings ("the group™), encompassing principal trading entities
GBUK LTD and GBUK Enteral Limited, which are engaged in the supply of medical devices and
consumables.

The GBUK group is the leading specialist provider of enteral, critical care and patient handling single-
use products and services in the UK and Europe. The group focuses on meeting customer demands
with market leading products, coupled with ongoing customer engagement.

In the year to 30 June 2019, the group continued to successfully execute its strategic plan, delivering
organic sales growth of £3,552,000, inorganic sales growth of £826,000 from the acquisition of R&J
Medical Limited on 10 September 2018 and increasing future growth potential, through internal
product development and the acquisition of product design IP on the 3 June 2019,

In total the group is reporting revenue of growth of 11% to £43,623,000 for the year to 30 June 2019.

During the year ended 30 June 2018 the products and activities of Intervene Group Limited overlapped
with those of GBUK LTD and GBUK Enteral Limited to such an extent that the directors decided, for
the benefit of customers, te continue all future operations of Intervene Group Limited via GBUK LTD
and GBUK Enteral Limited.

To this end, on the 20 June 2018 the directors approved the sale by Intervene Group Limited of
business, assets and activities associated with the supply of enteral products to GBUK Enteral Limited
and business, assets and activities associated with the supply of neuraxial products to GBUK LTD,
effective on the 1 July 2019.

All customer and supplier relationships held by Intervene Group Limited at the 30 June 2018 were
maintained, and all products available for sale on this date continued to be sold by GBUK group via
GBUK LTD and GBUK Enteral Limited.

The group is targeting continued revenue and profit growth in the coming years by continuing to focus
on new markets, market share gains and new product development te meet clinical needs.

Key performance indicators

The group considers growth in revenue as the key financial performance indicator, which is monitored
and reviewed by the Board on a monthly basis, placing a strategic focus on export growth in the year
to 30 June 2019.

The directors view of performance to the 30 June 2019 is based on the revenue growth of GBUK LTD,
GBUK Enteral Limited and the addition of R&J Medical Limited. In combination, the group increased
revenue over the prior year by £4,378,000 (11%) to £43,623,000 and on the same basis, increased
export revenue by £432,000 (5%) to £8,920,000.



GBUK Group Limited
Strategic report for the year ended 30 June 2019 (continued)

Principal risks and uncertainties

The group operates in a competitive environment and has successfully delivered year on year growth
by ensuring strong and effective procurement to enable the supply of competitively priced products.

The group continues to expand its customer and distributor base, in the UK and overseas, but the
NHS remains a key customer for the group, where an experienced and clinically trained sales team,
provide a high level of customer service for the group’s broad product portfolio.

The group benefits from strong long-term supplier and customer relationships, so the principal risk and
uncertainty for the group is the foreign exchange risk on the supply of products from overseas,
primarily with respect to the Euro and US Dollar.

The group takes proactive measures to manage this risk, including the use of forward exchange
contracts to hedge against exposure risk on trade payables and a monthly review of group exposure
by the directors. The directors accept that this does not fully eliminate exchange rate risk associated
with a devaluaticn of Sterling but considers that they achieve an appropriate balance of exposure to
these risks.

Exchange rates continue to be impacted by the uncertainty surrounding the UK decision on the 23 Jun
2016 to leave the EU, however, the continued actions of close monitoring and proactive measures to
mitigate risk and plan for Brexit, including increasing stock holding as part of our close work with
national health authorities, allow the directors to be confident about the group’s ongeoing success.

Position

The group has increased sales of all its key product categories and introduced new products, new
markets and new customers in the year to 30 June 2018. This has been combined with a strategic
focus on supply side opportunities with new and existing suppliers, to add value to customers, reduce
costs and mitigate movements in exchange rates.

The group continues o operate in a compelitive consumable market, but with an increasingly
diversified portfolic of products, customers and suppliers, it is in an excellent position for delivering
future growth.

Future developments

The strategic objectives of the business are set by the GBUK Group Limited Board and remain
focused on future growth, through expansion of both the group’s product portfolio and its customer
base.

This report was approved by the Board of Directors on f? December 2019 and signed by order of
the Board:

Mark Thompson

Director



GBUK Group Limited
Directors’ report for the year ended 30 June 2019

The directors are pleased to present their report and audited consolidated financial statements of the
company and its group for the year to 30 June 2019.

General information

The general information on the company and its group is provided in the Strategic report. The
directors do not recommend the payment of a dividend in the current year.

Results and dividends

The results of the group are shown in the consolidated statement of comprehensive income on page
10.

The directors report revenue of £43,623,000 for the year ended 30 June 2019, an increase of 11%
over comparable sales of £39,245,000 for the year ended 30 June 2018. Profit before income tax of
£4,884,000 (2018: £2,582,000 restated from £190,000), a profit for the financial year of £3,836,000
{2018: £1,989,000 restated from a loss of £403,000} and a net surplus of £5,953,000 (2018:
£12,401,000 restated from a deficit of £3,991,000). All restatements due to the reclassification of non-
redeemable Preference Shares intc Equity and the associated Preference Shares accumulated
interest being recognised as dividends payable.

Future developments

The future developments of the company and group have been discussed within the Strategic report.

Directors

The directors who held office during the year and up to the date of signing these financial statements,
unless otherwise indicated, are:

M C Thompson
M R Garbett

PV J Spiller

M J Geering

P H L Kalverboer
G R Dew

G R Mills

Going concern

In determining the going concern of the company the directors have considered the company’s current
and forecast profitability required to operate for a period of no less than 12 months from the date of
signing these financial statements. The directors are confident about the strong sales growth forecast
for the group and as such, these financial statements have been prepared on the going concern basis.

Financial risk management

The company's financial risk management objectives and policies are discussed in note 4.



GBUK Group Limited

Directors' report for the year ended 30 June 2019 (continued)

Statement of directors’ responsibilities

The directors are responsible for preparing the Report and consolidated financial statements in
accordance with applicable law and regulation.

Company law requires the directors to prepare financial statements for each financial year. Under that
law the directors have prepared the consolidated financial statements in accordance with International
Financial Reporting Standards (IFRSs) as adopted by the European Union and parent company
financial statements in accordance with International Financial Reporting Standards (IFRSs) as
adopted by the European Union. 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 the profit or loss of the group and parent company for that period.

In preparing the financial statements, the directors are required to:

select suitable accounting policies and then apply them consistently;

state whether applicable IFRSs as adopted by the European Union have been followed for the
consolidated financial statements and IFRSs as adopted by the European Union have been
followed for the company financial statements, subject to any material departures disclosed and
explained in the financial statements;

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

prepare the financial statements on the going concern basis unless it is inappropriate 1o presume
that the group and parent company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the group and parent company's transactions and disclose with reasonable accuracy at any
time the financial position of the group and parent company and enable them to ensure that the
financial statements comply with the Companies Act 2006 and, as regards the consolidated financial
staterments, Article 4 of the IAS Regulation.

The directors are also responsible for safeguarding the assets of the group and parent company and
hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

In the case of each director in office at the date the Directors’ Report is approved:

* 5o far as the director is aware, there is no relevant audit information of which the group and
parent company’s auditors are unaware; and

* they have taken all the steps that they ought to have taken as a director in order to make
themselves aware of any relevant audit information and to establish that the group and parent
company’s auditors are aware of that information.

Indemnity

Relevant officers of the company may be indemnified out of the company's assets against:

e any liability incurred by that officer in connection with any negligence, default, breach of duty or
breach of trust in relation to the company;

* any liability incurred by that officer in connection with the activities of the company in its capacity
as a trustee of an occupational pension scheme (as defined in section 235(6) Companies Act
2006); or

s any other liability incurred by that officer as an officer of the company.

No indemnity is authorised which would be prohibited or rendered void by any provision of Companies
Act 20086 or by any other provision of law.



GBUK Group Limited

Directors' report for the year ended 30 June 2019 (continued)

Independent Auditors

PricewaterhouseCoopers LLP were appointed as auditors of the company on 14 April 20186,
reappointed on the 21 December 2018 and will be proposed for reappointment in accordance with
Section 485 of the Companies Act 2006.

This report and the financial statements on pages 10 to 49 were approved by the Board of Directors
on | December 2019 and signed by order of the Board:

ol

//

Martin Garbett

Company Secretary



GBUK Group Limited

Independent auditors’ report to the members of GBUK Group
Limited

Report on the audit of the financial statements

Opinion

In our opinion, GBUK Group Limited’s group financial statements and parent company financial
statements (*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 2019 and of the group’s profit and the group’s and the parent company’s cash flows for
the year then ended;

. have been properly prepared in accerdance with International Financial Reporting Standards
{IFRSs) as adopted by the European Union and, as regards the parent company’s financial
statements, as applied in accordance with the provisions of the Companies Act 2006; and

. have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Report and consolidated financial
statements (the “Annual Report”), which comprise: the consolidated and company statements of
financial position as at 30 June 2019, the consolidated statement of comprehensive income, the
consolidated and company statements of cash flows, and the consolidated and company statements
of changes in equity for the year then ended; and the notes to the financiat statements, which include a
description of the significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)") and
applicable law. Qur responsibilities under ISAs (UK) are further described in the Auditors’
responsibilities for the audit of the financial statements section of our report. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Independence

We remained independent of the group in accordance with the ethical requirements that are relevant
to our audit of the financial statements in the UK, which includes the FRC’s Ethical Standard, and we
have fulfilled our other ethical responsibilities in accordance with these requirements.

Conclusions relating to going concern

ISAs (UK) require us to report to you when;

» the directors’ use of the going concern basis of accounting in the preparation of the financial
statements is not appropriate; or

s the directors have not disclosed in the financial statements any identified material
uncertainties that may cast significant doubt about the group’s and company’s ability to
continue to adopt the going concern basis of accounting for a period of at least twelve months
from the date when the financial statements are authorised for issue.

. We have nothing to report in respect of the above matters.



GBUK Group Limited

Independent auditors’ report to the members of GBUK Group
Limited (continued)

However, because not all future events or conditions can be predicted, this statement is not a
guarantee as to the group’s and parent company’s ability to continue as a going concern. For example,
the terms on which the United Kingdom may withdraw from the European Union are not clear, and it is
difficult to evaluate all of the potential implications on the group’s trade, customers, suppliers and the
wider econamy.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial
statements and our auditors’ report thereon. The directors are responsible for the other information.
Qur opinion on the financial statements does not cover the other information and, accordingly, we do
not express an audit opinion or, except to the extent otherwise explicitly stated in this report, any form
of assurance thereon.

in connection with our audit of the financial statements, our respansibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated. If we identify an apparent material inconsistency or material misstatement, we are required
to perform procedures to conclude whether there is a material misstatement of the financial statements
or a material misstatement of the other information. If, based on the work we have performed, we
conclude that there is a material misstatement of this other information, we are required to report that
fact. We have nothing to report based on these responsibilities.

With respect to the Strategic Report and Directors’ Report, we also considered whether the
disclosures required by the UK Companies Act 2006 have been included.

Based on the responsibilities described above and our work undertaken in the course of the audit,
ISAs (UK) require us also to report certain opinions and matters as described below.

Strategic Report and Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the
Strategic Report and Directors’ Report for the year ended 30 June 2019 is consistent with the financial
statements and has been prepared in accordance with applicable legal requirements.

in light of the knowledge and understanding of the group and parent company and their environment
obtained in the course of the audit, we did not identify any material misstatements in the Strategic
Report and Directors’ Report.

Responsibilities for the financial statements and the audit

Responsihilities for the financial statements

As explained more fully in the Statement of directors’ responsibilities, the directors are responsible for
the preparation of the financial statements in accordance with the applicable framework and for being
satisfied that they give a true and fair view. The directors are also 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.

8



GBUK Group Limited

Independent auditors’ report to the members of GBUK Group
Limited (continued)

In preparing the financial statements, the directors are responsible for assessing the group’s and the
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 the directors either intend to
liquidate the group or the parent company or to cease operations, or have no realistic alternative but to
do so.

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that
includes our opinicn. Reasonable assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with 1SAs (UK) will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the
FRC’s website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’
report.

Use of this report

This repor, including the opinions, has been prepared for and only for the parent company’s members
as a body in accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other
purpese. We do not, in giving these opinions, accept or assume responsibility for any other purpose or
to any other person to whom this report is shown or into whose hands it may come save where
expressly agreed by our prior consent in writing.

Other required reporting
Companies Act 2006 exception reporting

Under the Companies Act 2006 we are required to report to you if, in our opinion:

e we have not received all the information and explanations we require for our audit; or
adequate accounting records have not been kept by the parent company, or returns adequate
for our audit have not been received from branches not visited by us; or
certain disclosures of directors’ remuneration specified by law are not made; or
the parent company financial statements are not in agreement with the accounting records
and returns.

We have no exceptions to report arising from this responsibility.

Mkl

Ign Marsden (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Leeds

18 December 2019



GBUK Group Limited

Consolidated statement of comprehensive income for the year
ended 30 June 2019

Restated
2019 2018
Note £000 £'000
Continuing operations
Revenue 5 43,623 38,245
Cost of sales 6 (26,291) {24,496)
Gross profit 17,332 14,749
Selling and Distribution expenses 6 (3,217) (3,669)
Administrative expenses 6 (4,483) (4,257)
Depreciation and amortisation 6 (3,188) (3,389)
Operating profit 5,744 3,434
Analysed as:
Underlying Operating Profit 6,311 3,786
Management Fees 6 (256) (256)
Excepticnal items 10 {311) (96)
5,744 3,434
Finance income 11 - -
Finance costs 11 (860) (852)
Finance costs — net 11 (860) {852)
Profit before income tax 4,884 2,582
Income tax expense 12 (1,048) {593)
Profit for the financial year 3,836 1,989
Other comprehensive income:
Items that may be subsequently reclassified to
profit or loss
Cash flow hedges 24 483 396
fncome tax effect (80) (60)
Other comprehensive income for the year, net of tax 403 336
4,239 2,325

Total comprehensive income for the year, net of tax

As permitted by Section 408 of the Companies Act 2006, the income statement of the parent company
is not presented as part of these financial statements. The parent company’s profit for the financial year
was £7,245,000 {2018: loss £1,643,000).

The notes on pages 16 to 49 are an integral part of these consolidated financial statements.
10



GBUK Group Limited

Consolidated and company statements of financial position as
Registered number 09458917

at 30 June 2019

Restated Restated
Group Company Group Company
2019 2019 2018 2018
Note £000 £000 £'000 £000
Assets
Non-current assets
Property, plant and equipment 13 097 - 1,086 -
Intangible assets 14 22,709 - 23,832 -
Investments 15 - 36,238 - 34,679
Total non-current assets 23,706 36,238 24,918 34,679
Current assets
Inventories 17 9,000 - 5,814 -
Trade and other receivables 18 6,682 - 6,038 125
Cash and cash equivalents 19 2,448 9 3,142 5
Total current assets 18,130 9 14,994 130
Total assets 41,836 36,247 39,912 34,809

11



GBUK Group Limited

Consolidated and company statements of financial position as
at 30 June 2019 (continued) Registered number 09458917
Restated  Restated

Group Company Group Company
2019 2019 2018 2018
Note £'000 £000 £000 £000
Equity and liabilities
Attributable to equity holders of the company
Share capital 20/21 12 12 20 20
Share premium 20/21 8,376 8,376 16,730 16,730
Capital redemption reserve 21 8 8 - -
Hedging reserve 24 913 - 510 -
Accumulated losses (3,356) (5,085) (4,859} (9,997)
Total equity 5,953 3,311 12,401 6,753
Liabilities
Non-current liabilities
Bank borrowings 23 21,128 21,128 12,330 12,330
Deferred income tax liabilities 25 1,715 - 1,990 -
Total non-current liabilities 22,843 21,128 14,320 12,330
Current liabilities
Bank borrowings 23 2,500 2,500 2,000 2,000
Deferred consideration 120 120 - -
Trade and other payables 22 9,604 9,188 10,763 13,726
Current income tax liabilities 816 - 428 -
Total current liabilities 13,040 11,808 13,191 15,726
Total liabilities 35,883 32,936 27,511 28,056
Tetal equity and liabilities 41,836 36,247 39,912 34,809

The financial statements were authorised for issue by the Board of Directors on |%” December 2019
and were signed by ord%:

Martin Garbett // (o

Company Secretary

The notes on pages 16 to 49 are an integral part of these consolidated financial statements.
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GBUK Group Limited

Consolidated and company statements of changes in equity for
the year ended 30 June 2019

Restated Restated Capital Accumulated Hedging Total
Share Share redemption losses reserve equity
capital premium reserve
Group £°000 £000 £'000 £000 £000 £°000
Balance at 1 20 16,730 - (4,456) 174 12,468
July 2017
Eroﬁt for the _ _ - 1,089 - 1,989
financial year
Other
comprehensive - - - - 336 336
income
Comprehensive
income - - - 1,989 336 2,325
Preference shares
dividend payable B - ) (2.392) ) (2,392)
Balance at 30
20 16,730 - {4,859) 510 12,401

June 2018

Statement of changes in equity restated to present Preference Shares in equity (previously presented in
liabilities), as Preference Shares are not compulsory redeemable on the sale of Equity Shares.

Share Share Capital Accumulated Hedging Total
capital Premium  redemption losses / reserve equity
reserve retained profit
Group £600 £°000 £000 £000 £000 £000
Balance at 1 July 20 16,730 - {4,859) 510 12,401
2018
Profit for the year - - - 3,836 - 3,836
Other
F:omprehenswe i} . _ _ 403 403
income
Comprehensive
income - - - 3,836 403 4,239
Preference shares
dividend payable i ) ) (2,325) - (2328
Share premium
reduction (note 21) - (16,376 - 16,376 - -
Share buy-back
(note 21) (8} - 8 (8,362) - (8,362)
Balance at 30
12 354 8 4,666 913 5,953

June 2019

13



GBUK Group Limited

Consolidated and company statements of changes in equity for
the year ended 30 June 2019 (continued)

Restated Restated Capital Accumulated Hedging Total
Share Share redemption losses reserve equity
capital premium reserve
Company £000 £000 £000 £000 £000 £000
Balance at 1 July 20 16,730 - (5,962) - 10,788
2017
Loss for the year - - - (1,643) - (1,643)
Comprehensive
income/(expense) - - " (1,643) - {1,643)
Preference shares
dividend payable - - - (2,392) - (2,392)
Balance at 30
20 16,730 - {9.997) - 6,753

June 2018

Statement of changes in equity restated to present Preference Shares in equity (previously presented in
liabilities), as Preference Shares are not compulsory redeemable on the sale of Equity Shares.

Share Share Capital Accumulated Hedging Total
capital Premium  redemption losses / reserve equity
reserve retained profit
Company £000 £000 £000 £000 £000 £'000
Balance at 1 July 20 16,730 - (9,997} - 6,753
2018
Profit for the year - - - 7,245 - 7,245
Comprehensive
income/(expense) - - - 7,245 - 7,245
Preference shares
dividend payable ) ) ) (2,325) - (2,325)
Share premium
- 16, - 16,376 - -
reduction (note 21) (16.376)
Share buy-back a 8 8.362 8 362
(note 21) ( ) - ( ’ ) = ( y )
Balance at 30
12 354 8 2,937 - 3,311

June 2019
The notes on pages 16 to 49 are an integral part of these consolidated financial statements.
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GBUK Group Limited

Consolidated and company statements of cash flows for the
year ended 30 June 2019

Groun Companv Groun Combpanv
2019 2019 2018 2018
Note £000 £000 £'000 £000
Cash flows from operating activities
Cash generated from / (used in) 26 6,321 (3,621) 5,007 3,127
operations
Interest paid (711) (711) (710) (710}
Income tax paid {1,218) - (1,181) -
Net cash generated from / (used in)
operating activities 4,392 (4,332) 1,800 3,116
Cash flows from investing activities
Acquisition of subsidiaries 29 (1,318) (1,432) - -
Purchase of property, plant and 13 {223) - (144) -
equipment
Purchase of intangible assets 14 (313) - (261) -
Dividends received - 9,000 - -
Net cash used in investing activities (1,854) 7,568 (405) -
Cash flows from investing activities
Repayment of preference shares 21 {12,500} (12,500} - -
Deferred consideration repaid 29 - - {500) {500)
Deferred consideration introduced 29 126 126 - -
Proceeds from borrowings 23 11,267 11,267 ~ -
Repayment of borrowings 23 (2,125) (2,125) {1,975) (1,975)
Net cash (used in) / generated from (3,232) (3,232) {2,475) (2,475)
financing activities
Net (decrease) / increase in cash (694) 4 236 (58)
and cash equivalents
Cash and cash equivalents at 3,142 5 2,906 63
beginning of year
Cash and cash equivalents at 19 2,448 9 3,142 5

end of year

The notes on pages 16 to 49 are an integral part of these consolidated financial statements.
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GBUK Group Limited

Notes to the consolidated financial statements for the year
ended 30 June 2019

1 General information

General information

The principal activity of the company during the year was to act as the holding company of its group,
which during the year was principally engaged in the supply of medical devices.

GBUK Group Limited is a private limited liability company, incorporated and domiciled in the United
Kingdom. Its principal place of business is its registered office located at Woodland House, Blackwood
Hall Business Park, Selby, North Yorkshire YO8 50D.

2 Accounting policies

The principal accounting policies applied in the preparation of these consolidated financial statements
are set out below. These policies have been consistently applied during the years presented.

Basis of preparation

The consolidated financial statements of GBUK Group Limited have been prepared in accordance with
International Financial Reporting Standards, International Accounting Standards and Interpretations
issued by the IFRS Interpretations Committee (collectively IFRS IC) as adopted by the European
Union and the Companies Act 2006 applicable to companies reporting under IFRS. The consolidated
financial statements have been prepared under the historical cost convention, modified by the
valuation of financial derivatives.

The preparation of financial statements in conformity with IFRS requires the use of certain critical
accounting estimates and judgements. It also requires management to exercise its judgement in the
process of applying the group’s accounting policies. The areas involving a higher degree of judgement
or complexity, or areas where judgements and estimates are significant to the consolidated financial
statements are disclosed in note 3.

Going concern

In determining the going concern of the company the directors have considered the group’s current
and forecast prafitability required to operate for a period of no less than 12 months from the date of
signing these financial statements.

The directors are confident of meeting its future financial forecasts and its obligations to creditors as
the group is generating strong operating profits and cash and has appropriate financing facilities. As
such, these financial statements have been prepared on the going concern bhasis.

16



GBUK Group Limited

Notes to the consolidated financial statements for the year
ended 30 June 2019

2 Accounting policies {continued)
New and amended standards adopted by the group

IFRS 9: Financial Instruments

From 1 January 2019 the Group has applied IFRS 9 Financial Instruments (as revised in July 2014)
and the related consequential amendments to other IFRS. IFRS @ introduced new requirements for (1)
the classification and measurement of financial assets and financial liabilities, (2) impairment of

financial assets and (3) general hedge accounting.

In relation to the impairment of financial assets, IFRS 9 requires an expected credit loss model
opposed to an incurred credit loss model under 1AS 39. The expected credit loss model requires the
Group to account for expected credit losses and changes in those expected credit losses at each
reporting to date to reflect changes in credit risk since initial recognition of the financial assets.

During the year commencing 1 January 20119, the Group subsidiaries considered the existing financial
assets and amounts due from customers for impairment using reasonable and supportable information
that is availahle in accordance with the requirements of IFRS 9 to determine the credit risk on trade
receivables. This method did not generate a material difference between the amounts recognised
under IAS39 and under IFRS 9 for loss allowance against receivables, as such no amount has been
recognised against retained earnings upon transition. There have been no other changes to the
carrying amounts of financial instruments to be reported as a resuit of transition.

IFRS 15: Revenue from contracts with customers
IFRS 15 Revenue from contracts with customers has been applied from 1 January 2019 using the
modified retrospective approach.

Standards and interpretations in issue and not yet effective

At the date of authorisation of these financial statements, the following standards and interpretations,
which have not been applied to these consolidated financial statements, were in issue but not yet
effective:

Standard Issue date Effective for periods
commencing on or after

IFRS 16 Leases January 2016 1 January 2019

IFRIC 23 Uncertainty over Income Tax Treatments June 2017 1 January 2019

The main principle of the standard is to eliminate the dual accounting model for lessees under IAS 17,
which distinguishes between on balance sheet finance leases and off-balance sheet operating leases,
and to provide a single model for lessee accounting. IFRS 16 requires lessees to recognise right-of-
use assets and lease liabilities for all leases unless the lease term is 12 months or less or the
underlying asset is of low value. The standard represents a significant change in the accounting and
reporting of leases and it will impact the income statement and balance sheet as well as statutory and
Alternative Performance Measures used by the Group.
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Transition to IFRS 16 for the Group will take place on 1 July 2019 and the Group will adopt the fully
retrospective approach to transition. Under this approach, the comparatives in the consolidated
financial statements for the year ended 30 June 2019 will be restated.

As at 30 June 2019, the Group has non-cancellable operating lease commitments of £1,363,0000 (as
disclosed in note 27). The Group has reviewed all of the Group's leasing arrangements in light of the
new lease accounting rules and the Group has estimated that had IFRS 16 been applied in the year
ended 30 June 2019, the impact on the consolidated balance sheet as at 30 June 2019 would have
been:

« recognition of right-of-use assets of around £1,087,000 within non-current assets;

» financial liabilities would increase by around £1,197,000 to reflect the recognition of the discounted
lease liabilities; and

 an adjustment to opening retained earnings of around £110,000.

The new standard is expected to have an impact on the group’s resulis and the balance sheet, as the
majority of arrangements that are currently accounted for as operating leases (note 27) will come onto
the group’s balance sheet.

A full impact of IFRIC 23 has not yet been assessed. Other new standards or amendments to existing
standards not yet effective are considered as not relevant to the group.

Consolidation

Subsidiaries are ali entities over which the group has the power to govern the financial and operating
policies generally accompanying a shareholding of more than one half of the voting rights. Subsidiaries
are fully consolidated from the date on which control is transferred to the group. The consolidated
financial statements present the results of the company and its subsidiaries (‘the group’) applying
consistent accounting policies and after the elimination of intercompany transactions and balances
hetween group companies.

The company applies the acquisition method to account for business combinations. The cost of an
acquisition is measured as the fair value of the assets transferred, equity instruments issued and
liabilities incurred or assumed at the date of exchange, plus costs directly attributable to the
acquisition. ldentifiable assets acquired and liabilities and contingent liabilities assumed in a business
combination are measured initially at their fair values at the acquisition date. The excess of the cost of
acquisition over the fair value of the group’s share of the identifiable net assets acquired is recorded as
goodwill.
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Revenue

Revenue is recognised from the transfer of goods at a point in time when control of the goods transfers
to the customer in accordance with IFRS 15; Revenue from contracts with customers. This is
considered to occur when the huyer can direct the use of the goods, recovery of the consideration is
probable, the associated costs and possible return of goods can be estimated reliably and there is no

continuing management involved with the goods.

Revenue is measured at the fair value of the consideration received or receivable and represents the
amounts receivable for goods supplied, net of returns, discounts and rebates allowed by the group and
value added taxes.

The company recognises revenue on a principle-based approach of when a customer obtains control
of a goods or service and has the ability to direct the use and obtain the benefits from the goods or
services. Where payments are received from customers in advance of the goods being delivered, the
amounts are included as part of current liabilities.

Employee benefits

The group operates various post-employment schemes, including pension contributions.

(i) Defined contribution pension scheme

The group operates a defined contribution scheme for its employees. A defined contribution scheme
is a pension scheme under which the group pays fixed contributions into a separate entity. Once the
contributions have been paid the group has no further payment obligations. The contributions are
recognised as an expense when they are due. Amounts not paid are shown in accruals in the
Statement of financial position. The assets of the scheme are held separately from the group in
independently administered funds.

Exceptional items

Items that are material either because of their size, their nature, and are non-recurring, such as the
acquisition costs of a business combination. Exceptional items are shown separately in the statement
of comprehensive income where it is necessary to do so to provide further understanding of the
financial performance of the group.

Interest income

Interest income is recognised using the effective interest method.

Current and deferred income tax

The tax charge 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 in other comprehensive income or
directly in equity. In this case the tax is also recognised in other comprehensive income or directly in
equity, respectively.
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The current income tax charge is calculated on the basis of the tax laws enacted or substantively
enacted at the reporting date in the countries where the group’s subsidiaries operate and generate
taxable income. Management periodically evaluates positions taken in tax returns with respect to
situations in which applicable tax regulation is subject to interpretation. It establishes provisions where
appropriate on the basis of amounts expected to be paid to the tax authorities.

Deferred income tax is recognised, using the liability method, an temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the consolidated financial
statements. However, deferred tax liabilities are not recognised if they arise from the initial recognition
of goodwill; deferred income tax is not accounted for if it arises from initial recognition of an asset or
liability in a transaction other than a business combination that at the time of the transaction affects
neither accounting nor taxable profit or loss. Deferred income tax is determined using tax rates (and
laws) that have been enacted or substantially enacted by the reporting date and are expected to apply
when the related deferred income tax asset is realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised only to the extent that it is probable that future taxable
profit will be available against which the temporary differences can be utilised.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset
current tax assets against current tax liabilities and when the deferred income tax assets and liabilities
relate to income taxes levied by the same taxation authority on either the taxable entity or different
taxable entities where there is an intention to settle the balances on a net basis.

Foreign currency translation

The consolidated financia! statements are presented in pound sterling (£), which is the functional
currency of the company and the presentation currency of the group. All amounts in these
consolidated financial statements have been rounded to the nearest thousand, unless otherwise
indicated.

Transactions in foreign currency are initially converted to sterling at the rate ruling at the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies are translated into
sterling at rates of exchange prevailing at the reporting date. All differences on exchange are taken to
the consolidated statement of comprehensive income.

The assets and liabilities of foreign operations are translated to sterling at foreign exchange rates
prevailing at the reporting date. The income and expenses of foreign operations are translated into
sterling at rates approximating the foreign exchange rates ruling at the date of transactions. Foreign
exchange differences arising on the translation of foreign operations are recognised in other
comprehensive income and presented as a foreign currency translation reserve.
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Property, plant and equipment

All property, plant and equipment are stated at historical cost less depreciation. Historical cost includes
expenditure that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to
the group and the cost of the item can be measured reliably. The carrying amount of the replaced part
is derecognised. All other repairs and maintenance are charged to the income statement during the
financial period in which they are incurred.

Depreciation is calculated using the straight-line method to allocate cost to residual values over
estimated useful lives, as follows:

Land and buildings 10 to 20 years
Furniture, fittings and equipment 3to 5 years
Plant and machinery 5 years

The assets residual values and useful lives are reviewed and adjusted if appropriate at the end of each
reporting period. An asset’s carrying amount is written down immediately to its recoverable amount if
the asset’s carrying amount is greater than its estimated recoverable amount.

Intangible assets
{a) Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the group’s share of
the net identifiable assets of the acquired subsidiary at the date of acquisition. Goodwill on acquisitions
of subsidiaries is included in ‘intangible assets’. Goodwill is allocated to cash generating units
(“CGU's™) for the purposes of impairment testing and is tested annually for impairment and carried at
cost less accumnulated impairment losses. Impairment losses on goodwill are not reversed.

{b) Intellectual property

intellectual property is shown at historical costs. intellectual property acquired in a business
combination are recognised at fair value at the date of acquisition. These assets have a finite useful
life and are carried at cost less accumulated amortisation. Amortisation is calculated using the straight-
line method to allocate the cost over their estimated useful economic lives.

(c} Development costs

Development costs are capitalised only after technical and commercial feasibility of the asset for sale
or use has been established, and the asset will generate future economic benefits. These assets have
a finite useful life and are carried at cost less accumulated amortisation. Amortisation is calculated
using the straight-line method to allocate the cost over their estimated useful economic lives.
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Intangible assets {continued)

{(d) Customer and Supplier relationships

Customer and Supplier relationships acquired in a business combination are recognised at fair value
at the date of acquisition. These assets have a finite useful life and are carried at cost less
accumulated amortisation. Amortisation is determined by the relevant valuation method to allocate the
cost over their estimated useful economic lives.

(e)  Computer software

Costs associated with maintaining computer software programmes are recognised as an expense as
incurred. Computer software is stated at costs less accumulated amortisation and accumulated
impairment losses.

Where factors such as technological advancement or changes in market price indicate the residual
value or useful life have changes, these are amended prospectively to reflect the new circumstances.

The significant intangible assets recognised by the group, their useful economic lives and the methods
used to determine the cost of these intangibles acquired on acquisition are as follows:

Useful economic life Valuation method

Intellectual property 10 years Cost for acquired, Multiple of
estimated reserves and profits
for internally generated

Development costs 10 years Cost

Customer relationships 7 years Multi-Period Excess Earnings
Method (MEEM)

Supplier relationships 5 years “with and without” approach

Computer software 3 years Cost

The assets are reviewed annually for any indication that the carrying amount may be impaired.

Impairment of non-financial assets

Assets that have an indefinite useful life, for example goodwill, are not subject to amortisation and are
tested annually for impairment,

Assets that are subject to amortisation are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An impairment loss is
recognised for the amount by which the asset’s carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset's fair value less costs to dispose and value in use. For
the purposes of assessing impairment, assets are grouped at the lowest levels for which there are
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separately identifiable cash flows (cash-generating units). Non-financial assets other than goodwill that
suffered an impairment are reviewed for possible reversal of the impairment at each reporting date.

Inventories

Inventories, including stock in transit, are stated at the lower of cost and net realisable value. Cost is
calculated using the weighted average cost method. Net realisable value is based on estimated
selling price, less further costs expected to be incurred to completion and disposal. Provision is made
for obsolete, stow moving or defective items where appropriate.

Financial assets

The group has one classification of financial assets; loans and receivables. Management determines
the classification of its financial assets at initial recognition.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market. They arise principally through the provision of goods and services to
customers and are included in current assets, except for maturities greater than twelve months after
the end of the reporting period. These are classified as non-current assets. The group’s loans and
receivables comprise ‘trade and other receivables’ and ‘cash and cash equivalents’ in the balance
sheet.

Trade and other receivables

Trade receivables are amounts due from customers for goods and services provided in the ordinary
course of business. If collection is expected in one period or less, they are classified as current
assets. If not, they are presented as non-current assets.

Trade receivables are recognised initially at fair value and subsequently measured at amortised cost
using the effective interest method, less any provision for impairment.

Cash and cash equivalents

Cash and cash equivalents include cash in hand and cash held at banks.

Financial liabilities

The group has one classification of financial liabilities; other financial liabilities which include ‘trade
payables’ and ‘borrowings’.
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Trade payables

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary
course of business from suppliers. Accounts payable are classified as current liabilities if payment is
due within one period or less. If not, they are presented as non-current liabilities.

Trade payables are recognised initially at fair value and subseqguently measured at amortised cost
using the effective interest method.

Trade payables includes the value of stock in transit, when the transfer of ownership and legal titte has
taken place.

Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are
subsequently carried at amortised cost; any difference between the proceeds (net of transaction costs)
and the redemption value is recognised in the income statement over the period of the borrowings
using the effective interest method.

Derivative financial instruments

The group uses derivative financial instruments, forward contracts, to hedge its foreign currency risks.
These contracts are initially recognised at fair value on the date on which the contract is entered into
and are subsequently remeasured at fair value. Derivatives are carried as financial assets when the
fair value is positive and as financial liabilities when the fair value is negative.

Any gains or losses arising from changes in the fair value of derivatives are taken directly to the
statement of profit or loss, except for the effective portion of cash flow hedges, which is recognised in
OCI and |ater reclassified to profit or loss when the hedged item affects profit or loss.

At the inception of a cash flow hedge relationship, the Group formally designates and documents the
hedge relationship to which the Group wishes to apply hedge accounting and the risk management
objective and strategy for undertaking the hedge. Hedges are expected to be highly effective in
offsetting changes in cash flows and are assessed on an ongoing basis to determine that they actuatly
have been highly effective throughout the financial reporting periods for which they were designated.

For cash flow hedges that meet the strict criteria for hedge accounting the effective portion of the gain
or loss on the instrument is recognised in OCI in the cash flow hedge reserve, while any ineffective
portion is recognised immediately in the statement of profit or loss as other operating expenses.

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the statement of financial
position when there is a legally enforceable right to offset the recognised amounts and there is an
intention to settle on a net basis or realise the asset and settle the liability simultanecusly. The legally
enforceable right must not be contingent on future events and must be enforceable in the normal
course of business and in the event of default, insolvency or bankruptcy of the group or counterparty.
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Share capital

Ordinary shares and preference shares issued in prior years are classified as equity.

Leases

Leases in which a significant portion of the risks and rewards of ownership are operating leases (net of
any incentives received from the lessor) are charged to the income statement on a straight-line basis
over the period of the lease.

Fair value estimation

Fair values estimation under IFRS 13 requires the group to classify for disclosure purposes fair value
measurements using a fair value hierarchy that reflects the significance of the inputs used in making
the measurements on its financial assets. The fair value hierarchy has the following levels:

- Level (1) quoted prices (unadjusted) in active markets for identical assets or liabilities.
- Level (2) inputs other than quoted prices included within Level (1) that are abservable for the asset or

liability, either directly or indirectly.
- Level (3) inputs for the asset or liabilities that are not based on observable market data.
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Changes in accounting policies

As a result of the changes in the company’s recognition of preference shares, priar year financial
statements had to be restated.

On 13 November 2015 the company issued 11,950,000 preference shares at £0.001 per share par
value and on 12 September 2016 the company issued 4,442,989 preference shares at £0.001 per
share par value. In the prior year preference shares were recognised as borrowings, but it is now
agreed that the preference shares are not redeemable and therefore should be recognised as equity.
The reclassifications and the adjustments arising from the new recognition are therefore not reflected
in the restated balance sheet as at 30 June 2017, but are recognised in the opening balance

sheet on 1 July 2018.

The following table shows the adjustments recognised for each individual line item.

- As Preference Restated Restated
prosented - sauity Group  Group
30 June 30 June 1 July
2017 2017 2018
£'000 £000 £'000 £000
Assets
Non-current assets
Property, plant and equipment 1,248 - 1,248 1,248
Intangible assets 26,653 - 26,653 26,653
Investments - - - -
Total non-current assets 27,901 - 27,901 27,901
Current assets
Inventories 5,659 - 5,659 5,659
Trade and other receivables 5,229 - 5,229 5,229
Cash and cash equivalents 2,906 - 2,906 2,906
Total current assets 13,794 - 13,794 13,794
Total assets 41,695 - 41,695 41,695

26



GBUK Group Limited

Notes to the consolidated financial statements for the year
ended 30 June 2019

2 Accounting policies (continued)

__As Preference Restated Restated
Quomaly  Shuesle  Grow  Grow
30 June 30 June 1 July
2017 2017 2018
£000 £000 £000 £000
Equity and liabilities
Attributable to equity holders of
the company
Share capital 4 16 20 20
Share premium 354 16,376 16,730 16,730
Hedging reserve 174 - 174 174
Accumulated losses (4,456) - (4,456) (4,456)
Total equity (3,924) 16,392 12,468 12,468
Liabilities
Non-current liabilities
Bank borrowings 14,188 - 14,188 14,188
Preference shares 19,394 (19,394) - -
Deferred income tax liabilities 2,403 - 2,403 2,403
Total non-current liabilities 35,985 - 16,591 16,591
Current liabilities
Bank borrowings 1,975 - 1,975 1,975
Deferred consideration 492 - 492 492
Trade and other payables 6,626 3,002 9,628 9,628
Current income tax liabilities 541 - 541 541
Total current liabilities 9,634 3,002 12,636 12,636
Total liabilities 45,619 (16,392) 29,227 29,227

Total equity and liabilities 41,695 - 41,695 41,695
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Estimates and judgements are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the

circumstances.

The group makes estimates and assumptions concerning the future. In the future, actual experience
may differ from these estimates and assumptions. The estimates and assumptions that have a
significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within
the next financial period are addressed below.

Estimates
(a) Goodwill

The group tests annually whether goodwill has suffered any impairment, in accordance with the
accounting policy stated in note 2. For the purposes of assessing impairment, assets are grouped at
the lowest levels for which there are separately identifiable cash flows (cash-generating units). The
recoverable amounts of cash-generating units have been determined based on value-in-use
calculations. The use of this method requires the estimation of future cash flows using estimated
growth rates and appropriate discount rates as mentioned in note 14.

{b) Fair value of deferred consideration

Deferred consideration resulting from business combinations, is initially measured at fair value at the
acquisition date as part of the business combination. As part of the accounting for its acquisition of
R&J Medical Limited on 10 September 2018 deferred consideration of £126,000 is payable 15 months
after the acquisition date.

Judgements
{c} Intellectual property

The group made upfront payments to purchase patents and trademarks. Patents are granted for a
period of twenty years from the date of application, whilst Trademarks are granted for a period of ten
years, with an option to review for a further ten years. Once granted both Patents and Trademarks are
assumed to have a useful life of ten years and the costs of the application are amortised over this
period.

(d) Relationships

Customer and Supplier relationships acquired in a business combination are recognised at fair value
at the date of acquisition. The valuation of customer relationships is based on the excess earnings
method, representing the present value of future cash flows expected to be generated by customer
relationships. The valuation of supplier relationships is based on the with-or-without method, based on
comparing future cash flows expected to arise from having the intangible asset available against the
future cash flows expected to arise from not having the intangible asset availabie.
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4.1 Financial risk factors

The group's activities expose it to a variety of market and financial risk. The Board has overall
responsibility for the determination of the group’s risk management objectives and policies, and
receives quarterly financial reports through which it reviews the effectiveness of the processes in place
and the appropriateness of the objectives and policies.

Foreign exchange risk

The group operates internationally and is exposed to foreign exchange risk arising from various
currency exposures, primarity with respect to the Euro and US Dollar. The company uses forward
exchange contracts to hedge against exposure risk on trade payables, monitoring relevant foreign
exchange rates to reduce the impact of any significant devaluation in Sterling. Although the board
accepts that this does not fully eliminate exchange rate risk associated with a devaluation of Sterling, it
considers that they achieve an appropriate balance of exposure to these risks.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. The group’s exposure to the risk of changes in market
interest rates relates primarily to the group’s long-term debt obligaticns with LIBOR+ interest rates. The
group manages its interest rate risk by restricting the level of leverage acceptable to the business and
ensuring forecasts maintain a comfortable amount of headroom.

Liquidity risk

Liquidity risk is the risk that the company is unable to meet its current and future financial obligations as
they fall due at acceptable cost. The group’s working capital levels are sufficient to meet current
obligations as they fall due. The directors do not believe that there is any significant exposure to
liquidity risk on meeting future financial obligations as the group is generating strong operating profits
and cash and has appropriate financing facilities, some of which are currently undrawn but available, to
manage any liquidity requirement.

Credit risk

Credit risk is the risk of financial loss to the group if a customer or counterparty will default on its
contractual obligations. The group is exposed to credit risk from credit sales, but has strong credit
management processes in place, including a credit risk assessment of new customers and a monthly
review of creditworthiness of existing customers based on trade receivables ageing analysis.
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4.2 Capital management

The group’s objectives when managing capital are to safeguard the group’s ability to continue as a
going concern in order to provide returns to the parent undertaking and benefits for other stakeholders
and to maintain an optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the group may adjust the value of dividends paid,
capital returned to the immediate parent undertaking, issue new shares or sell assets to reduce debt,
subject to available distributable reserves. No changes were made in the objectives, policies or
processes during the year ended 30 June 2019. Capital consists of equity attributable to equity holders
of the group, which amounted to a surplus of £5,953,000 as at 30 June 2019, with accumulated losses
of £3,356,000.

5 Revenue

For management purposes, the group is organised into business units based on products and
markets, with a trading entity for each segment, as follows:

GBUK LTD supplies critical care and patient handling medical consumables.

GBUK Enteral Limited supplies enteral feeding consumables and devices.

R&.J Medical Limited supplies women's health medical devices and consumables.

Intervene Group Limited supplied enteral feeding consumables, but the trade and assets were

transferred to GBUK LTD and GBUK Enteral Limited on 1 July 2019,

GBUK Group Limited provides management services to the trading entities

Total revenue for the year ended 30 June 2019 was split between the trading entities as foilows:

2019 2018
Group £'000 £'000
GBUKLTD 15,423 13,261
GBUK Enteral Limited 27,374 17,542
Intervene Group Limited - 8,442
R&J Medical Limited 826 -
Total 43,623 39,245

Total revenue for the year ended 30 June 2019 relates to revenue primarily originated in the United
Kingdom.

2019 2018
Group £°000 £'000
United Kingdom 34,703 30,757
European Union 8,737 8,356
Rest of the World 183 132
Total 43,623 39,245

The revenue, profit for the year, total assets and total liabilities are attributable to the principal activities
of the group as described in the Strategic report on page 2.
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2019 2018
£000 £000
Cost of sales 26,291 24,621
Selling and distribution (net of remuneration & lease charges) 1,396 1,271
Employee benefit expense (note 8) 4,710 4,293
Depreciation and amortisation charges (notes 13 and 14) 3,188 3,389
Rent and service charges 373 398
Rates 131 123
Legal and professional fees 149 135
Computer costs 186 156
Management fee 256 256
Operating lease charges 112 152
Auditors’ remuneration {note 7) 84 78
Foreign exchange {gains) / losses (32) 148
Other expenses 724 820
Total operating expenses 37,568 35,840
7 Auditors’ remuneration
2019 2018
£000 £7000
Fees payable to the company’s auditors for the audit of the
parent company and consolidated financial statements 21 8
Fees payable to the company’s auditors for other services:
- Audit of the company's subsidiaries 46 30
- Tax services for the group 17 40
- Transaction services (note 10) 115 -
199 78
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2019 2018

£°000 £'000

Wages and salaries 4,141 3,792
Social security costs 412 401
Other pension costs 157 100
4,710 4,293

The average monthly number of employees, excluding executive directors, during the year was as
follows:

2019 2018
By activity Number Number
Administration 29 28
Research & Development 10 5
Sales 27 30
Warehouse 19 20
85 83

9 Directors’ remuneration
2019 2018
Group £'000 £'000
Aggregate remuneration (note 30) 898 787
Remuneration to highest paid director 281 271
8 13

Pension to highest paid director

The directors of all ‘GBUK group’ companies received their remuneration in 2019 from the parent
company GBUK Group Limited.
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10 Exceptional items

The exceptional items during the year are detailed below:

Group reorganisation and acquisition of subsidiary cost

2019 2018
£'000 £'000
311 96

Exceptional costs related to the acquisition by the company of the share capital of R&J Medical

Limited and refinancing by GBUK Group Limited in the year, and exceptional costs in relation to the

acquisition of Intervene Group Limited in the prior year, including legal services, financial and

commercial due diligence.

11 Finance income and finance costs

2019 2018
£000 £'000
Finance costs:
Bank interest (711) (710)
Amortisation of bank debt fees {156) (142)
Unwinding of discount 7 -
Other interest - -
Finance costs {860) (852)
Finance income:
Interest income on cash at bank - -
Finance income - -
Net finance costs {860) (852)
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2019 2018

£'000 £'000
Current tax:
Current tax on profit for the year 1,528 1,110
Adjustments in respect of prior pericds 1 -
Total current tax charge 1,529 1,110
Deferred tax:
Origination and reversal of temporary differences (480) (545)
Adjustment in respect of prior periods - 26
Impact of change in tax rate (1 2
Movement arising from the acquisition of business - -
Total deferred tax credit (note 24) {481) (517)
Total tax charge 1,048 593

Tax on the group’s profit before tax differs from (2018: differs from) the theoretical amount that would
arise using the standard tax rate applicable in the UK to profit of the consclidated entities as follows:

Restated
2019 2018
£'000 £000
Profit before income tax 4,884 2,582
Tax calculated at the standard rate of corporation tax in the
UK of 19.00% (2018: 19.00%) 928 491
Tax effects of:
Adjustments in respect of prior periods - 26
Tax rate changes 65 60
Effects of group relief - -
Expenses not deductible for tax purposes 55 16
Income tax charge 1,048 593

Factors that may affect future tax charges are covered under note 25 on deferred income tax.

34



GBUK Group Limited

Notes to the consolidated financial statements for the year
ended 30 June 2019

13 Property, plant and equipment

Furniture,
Land and Plant and fittings
buildings machinery and equipment Total
Group £°000 £000 £000 £000
At 1 July 2018 456 375 255 1,086
Additions 37 120 68 225
Depreciation charge (33) (140) (141) (314)
Closing net book amount 460 355 182 997
At 30 June 2019
Cost 642 834 710 2,186
Accumulated depreciation (182) (479) (528) (1,189)
Net book amount 460 355 182 997

Depreciation charge of £314,000 {2018: £307,000) has been charged in ‘Depreciation and
amortisation in the consolidated statement of comprehensive income.

The company GBUK Group Limited as an individual entity has no property, plant and equipment.
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Intellectval pep Customer Supplier

property relationships  relationships Goodwill Total
Group £000 £000 £'000 £°000 £'000 £000
At 1 July 2018 299 191 9,214 822 13,306 23,832
Acquisition of 338 - 400 - 700 1,438
subsidiary
{note 29}
Additions 77 236 _ _ _ 313
Amortisation

2 -

charge (38) (16) {2,380) (440) (2,874)
Closing net 676 411 7.234 382 14,006 22,709
book amount
At 30 June 2019
Cost 746 427 15,965 2,508 14,006 33,652
Accumulated
amortisation
charge (70) {16) (8,731) (2,126) - (10,943)
Closing net 676 411 7,234 382 14,006 22,709

book amount

Amortisation and depreciation charge of £3,188,000 has been charged in ‘Depreciation and
amortisation’ in the consolidated statement of comprehensive income, including £2,874,000 of
Intangible asset amortisation and £314,000 {2018: £307,000) of Fixed asset depreciation.

The company GBUK Group Limited as ar individual entity, has no intangible assets.

Impairment tests for goodwill

In accordance with I1AS 36 ‘impairment of assets’ goodwill is subject to an annual impairment review.
The directors do not consider the need for an impairment charge at 30 June 2018.

The recoverable amount of goodwill with a carrying value of £14,006,000 as at 30 June 2019 was
assessed based on separate value-in-use calculations. The carrying value of goodwill comprises the
GBUK acquisition on 13 November 2015 being £9,888,000, the Intervene acquisition on 12 September
2016 being £3,418,000, the R&J acquisition on 10 September 2018 being £700,000. The calculations
used pre-tax cash flow projections based on financial forecasts approved by management covering a
five-year period. Cash flows beyond the five-year period reduced in years six and seven reaching an
extrapolation rate of 2.0%, with a pre-tax rate of 16.9%, 11.3% & 17.0% respectively.

The impairment test used the same calculation basis with updated cash flow projections based on the
latest financial forecasts approved by management.
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14

Intangible assets (continued)

Key assumptions used in value in use calculations and sensitivity to changes in assumptions

The calculation of value in use for the cash generating unit is most sensitive to the following
assumptions:

Discount rates ~ the discount rate is based on the group’s weighted average cost of capital,
adjusted to reflect the pre-tax discount rate, calculated separately for the GBUK acquisition on
13 November 2015, the Intervene acquisition 12 September 2016 and the R&J acquisition 10
September 2018, at 16.9%, 11.3% and 17.0% respectively. A long-term increase in the
weighted average cost of capital above 24.5%, 12.1% or 17.0% respectively, without any other
variations would have an effect on the discounted cash flows of the cash generating unit and

then indicate a need for goodwill impairment;

Growth rates used to extrapolate cash flows beyond the forecast period — rates are based on
published industry research and long-range forecasts for country inflation rates. A reduction of
long term growth rates to negative growth rates would cause value in use to fall below the

carrying value;

Gross margin — gross margins are based on average values expected in 2019. Decrease in
demand can lead to a decline in the gross margin.

As of 30 June 2019, the group did not have any intangible assets with indefinite useful lives, and there
being no indication of impairment no annual impairment review of intangible assets has taken place.
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15 Investments

Company

£'000
Shares in subsidiary undertakings
At 30 June 2018 34,679
Acquisitions (note 29) 1,559
At 30 June 2019 36,238

On 10 September 2018, the company acquired 100% of the share capital of R&J Medical Limited and
on the 3 June 2019, the company acquired 100% of the share capital of Metis Design B.V.

At 30 June 2019, the company’s subsidiary undertakings were:

Percentage Place of
Name of undertaking shareholdin incorporation Nature of business
GBUK LTD 100% United Kingdom Supply of medical devices
GBUK Enteral Limited 100% United Kingdom Supply of medical devices
R&J Medical Limited 100% Northern Ireland  Supply of medical devices
Intervene Group Limited 100% United Kingdom Supply of medical devices
Metis Design B.V. 100% Netherlands Product design IP
Enteral UK Limited 100% United Kingdom Dormant
GB (UK) HC Limited* 100% United Kingdom Dormant
Quintal Healthcare Limited* 100% United Kingdom Dormant
Intervene Limited™™ 100% United Kingdom Dormant
Intervene Sales & Support Limited*™  100% United Kingdom Dormant
Surety Devices Limited* 100% United Kingdom Dormant

*Indirectly held

** Indirectly held and exempt from the requirements of the UK Companies Act 2006 relating to the
audit of individual financial statements by virtue of s479A of the act.

All undertakings with the exception of R&J Medical Limited and Metis Design B.V. share the parent
company registered address of Woodland House, Blackwood Hall Business Park, North Duffield,
Selby, YO8 5DD. R&J Medical Limited registered address is Marlborough House, 30 Victoria Street,
Belfast, BT1 3GG. Metis Design B.V. registered address is Strawinskylaan 3127, Atrium, 8e
Verdieping, 1077ZX Amsterdam.
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16 Fair value of financial instruments

Financial instruments comprise financial assets and financial liabilities.

Financial assets comprise of cash and bank balances and receivables. Financial liabilities consist of

borrowings and payables.

The fair value of the financial assets and liabilities are included at the amount at which the instrument

could be exchanged in a current transaction between willing parties, other than in a forced or

liquidation sale.

The fair values of financial instruments are not materially different from their carrying values largely

due to the short-term maturities of these instruments.

17 Inventories

Group Company Group Company

2019 2019 2018 2018

£'000 £000 £000 £000

Finished Goods 7,576 - 4,688 -
Stock in transit 1,424 - 1,126 -
Total inventories 9,000 - 5,814 -

The cost of inventories recognised is an expense and included in ‘cost of sales’ amounted to

£26,291,000 (2018: £24,590,000).
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18 Trade and other receivables

Group Company Group Company

2019 2019 2018 2018

Current £000 £000 £'000 £'000
Trade receivables 4,435 - 4,635 -
Other current financial assets 1,097 - 615 -
Prepayments and accrued income 1,150 - 788 125
Cash on deposit - - - -
Total trade and other receivables 6,682 - 6,038 125

The fair values of trade and other receivables are equivalent to the carrying amounts.

Trade receivables

Trade receivables that are less than 3 months past due are not considered impaired. At 30 June 2019,
trade receivables of £460,000 {company £nil) were more than 3 months past due. These relate to a
number of customers for whom there is no history of default. The ageing analysis of these trade

receivables is as follows:

Group Company Group  Company

2019 2019 2018 2018

£000 £'000 £'000 £000

3 — 6 months 310 - 139 -
Qver 6 months 150 - 106 -
450 - 245 -

As of 30 June 2019, none of the trade receivables (company £nil) were impaired and provided for in
full. By the date the financial statements were signed 98% of the amounts due had been collected.

The carrying amounts of receivables are denominated in pound sterling.

19 Cash and cash equivalents

Group Company

Group Company

2019 2019 2018 2018
£'000 £000 £’000 £'000
Cash and cash equivalents 2,448 9 3,142 5
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20 Ordinary Shares

Number of Share Share Total
shares capital £ premium £ £

Group and company
At 30 June 2018 & 30 June 2019 390,524 3,905 353,619 357,524

On incorporation, the company issued 1 ordinary share of £1 at par value.

On 13 November 2015, the company sub divided the 1 subscriber share into 100 ordinary shares of
£0.01 each.

On 13 November 2015, the company issued 250,000 ordinary A shares and 50,000 ordinary B shares
of £0.01 per share at a value of £3,000.

On 15 March 2016, the company issued 32,000 ordinary C shares of £0.01 per share at par value.
On 31 January 2017, the company issued 1,333 ordinary C shares of £0.01 per share at par value.

21 Preference Shares

Number of Share Share Total
shares capital £ premium £ £

Group and company
At 1 July 2018 16,392,809 16,393 16,376,416 16,392,809

Share premium reduction - (16,376,416) (16,376,416)

Share buy-back (8,362,201) (8,362) - (8,362)

At 30 June 2019 8,030,608 8,031 - 8,031

On 13 November 2015 the company issued 11,950,000 preference shares at £0.001 per share par
value and on 12 September 2016 the company issued 4,442,989 preference shares at £0.001 per
share par value. The Preference Shares are not redeemable. A cumulative preferential dividend is
compounded on the two issues at a rate of 12.5% and 11.0% respectively.

On 5 April 2019 the company bought back 8,362,201 preference shares at a total cost of £12,500,000,
covering £8,362 of nominal value, £8,353,839 of original share premium and £4,137,799 of cumulative
dividend. The capital reduction in preference shares was facilitated by a £9,000,000 dividend from
GBUK Enteral Limited and the transfer of preference share premium to create distributable reserves
as permitted by the Companies (Reduction reserves Capital) Order 2008 (S| 2008/1915) and resulted
in the creation of a capital redemption reserve equal to the nominal value of £8,362.

At the 30 June 2019 preference share accrued but unpaid cumulative dividend totalled £3,581,000
(2018: £5,393,000).
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22 Trade and other payables

Group Company Group Company
2019 2019 2018 2018
£000 £000 £'000 £000

Current
Trade payables 3,486 17 3,034 146
Amounts due to subsidiary undertakings - 5,437 - 8,088
Social security and other taxes 185 (202) 578 {141)
Accrued preference share dividend 3,581 3,581 5,393 5,393
Accrued expenses 2,352 355 1,758 240
9,604 9,188 10,763 13,726

23 Bank borrowings
Restated Restated

Group Company Group Company
2019 2019 2018 2018
£000 £000 £°000 £000

Non-current
Bank borrowings 21,128 21,128 12,330 12,330
Group Company Group Company
2019 2019 2018 2018
£000 £'000 £'000 £'000

Current

Bank borrowings 2,500 2,500 2,000 2,000

(i) Borrowings

At the 30 June 2018 bank borrowings include 2015 loans of Term A maturing 30 June 2020 and
bearing interest margin of 2,75%, and Term B maturing 30 November 2021 and bearing interest
margin of 3.25%. Plus 2016 loans of Term C maturing 30 September 2021 and bearing interest margin
of 2.75%, and Term D maturing 30 November 2021 and bearing interest margin of 3.25%.

On 5 Aprit 2019 the company increased bank borrowings with the same lender from £13,606,000 to
£25,000,000 to facilitate the buy-back of preference shares. This resulted in loans of Term A and Term
B only, both maturing 5 April 2023 and bearing interest margin of 3.25% and 3.75% respectively.

Bank horrowings include secured liabilities of £24,375,000 (2018: £16,700,000), secured by way of a
fixed and floating charge and net of borrowings fees £747,000 (2018: £395,000) which are being

amortised aver the life over the loans. Borrowing fees of £508,000 (2018: £nil} were amortised in the
year to 30 June 2019.

The carrying value of the bank borrowings are deemed to approximate their fair value.
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24 Hedging reserve

Assets Liabilities Assets Liabilities

2019 2019 2018 2018
£000 £000 £'000 £000
Forward foreign exchange contracts — 1,097 - 614 -
cash flow hedges
Income tax effect {184) - (104) -
Hedging reserve 913 - 510 -

At the year end, the group had contracted to purchase a total of £23,319,000 (2018: £23,666,000)
forward contracts at various fixed exchange rates. These agreements were entered into fo hedge the
currency risk of future purchases of medical devices in Euros and US dollars.

The derivatives were remeasured on the 30 June 2019 based on the forward rates available for
equivalent contracts at that date. The positive fair value of £483,000 (2018: £396,000) was recognised
in OCI, to be reclassified to profit or loss when the hedged item affects profit or loss.

The fair value hierarchy at 30 June 2019 was Level 2.
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25 Deferred income tax liabilities
Group Company Group Company

2019 2019 2018 2018
£'000 £000 £000 £000
Deferred tax assets
Deferred tax asset to be recovered after more than 12
months - - - -
Deferred tax liabilities
Deferred tax liability to be paid after more than 12 months 1,715 - 1,990 -
Deferred tax liability (net) 1,715 - 1,990 -

The gross movement on the deferred income tax account for the group is as follows:

Deferred tax asset Deferred tax liability

Total Accelerated Fair Fair value Total

def ota capital value of acquired . ota

Tax ¢ eferred allowances of intangible de erl|:edllt.ax

loss ax asset hedges assets iability

£000 £7000 £000 £'000 £000 £000

At 1 July 2018 - - {141) (104) {1,745) {1,990)

Acquisition of - - - - (125) (125)
business

Income - - 1 (80) 479 400

statement credit

{/ (charge)
(note 12)

At 30 June 2019 - - (140) (184) (1,391) (1,715)

Deferred income tax assets are recognised on tax losses and carried forward to the extent that the
realisation of the related tax benefit through future taxable profits is probable.

Factors affecting current and future tax charges

A change to the UK corporation tax rate to 17.00% has been substantively enacted at the balance
sheet date, so its effects are included in these financial statements.
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26 Cash generated from operations

Restated Restated
Group Company Graup Company
2019 2019 2018 2018
£°000 £000 £'000 £000
Profit / (Loss) before income tax 4,884 {1,755) 2,582 {1,155)
Adjustments for non-cash items:
Other comprehensive income 403 - 336 -
Depreciation (note 13) 314 - 307 -
Result on disposal of property,
plant and equipment (note 13} - - - -
Amortisation (note 14 & 23) 3,030 156 3,224 142
Deferred tax (note 25) - - - -
Fair value mavement 73 (N 69 8
Finance costs — net (note 11) 711 711 710 710
Changes in working capital:
Increase in inventories (3,128) - {155) -
{Increase)} / decrease in trade {466) 125 (809) (113)
and other receivables
Increase / (decrease) in trade 500 (2,851) {1,257) 3,535
and other payables
Cash generated from / {used in) 6,321 (3,621) 5,007 3,127

operations
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27 Operating lease commitments

The future aggregate minimum lease payments under non-cancellable operating leases are as follows:

Plant and Land and Plant and Land and

machinery buildings machinery buildings

2019 2019 2018 2018

Group £'000 £'000 £'000 £°000
Within one vear 59 369 109 472
Within two to five years 105 830 79 1,534
After more than five years - - - -
164 1,199 188 2,006

The company GBUK Group Limited as an individual entity has no operating lease commitments.

28 Contingencies

The group’s debt is secured by fixed and floating charges, cross guaranteed across the group.

At the year end, the group had contracted to purchase a total of £23,319,000 (2018: £23,666,000)
forward contracts at various fixed exchange rates. These agreements were entered into to hedge the

currency risk of future purchases of medical devices in Euros and US dollars.

GBUK Group Limited, the parent company of the Group, has provided a statutory guarantee to R&J
Medical Limited for al! outstanding liabilities to which it is subject to at 3¢ June 2019.

The guarantee enables these companies to take the BIS exemption from obtaining a signed statutory
opinion under section 479A of the Companies Act 2006.
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29 Business combinations

On 10 September 2018, the company acquired 100% of the share capital of R&J Medical Limited and
on the 3 June 2019, the company acguired 100% of the share capital of Metis Design B.V. The
following table sets out the fair values of the identifiable assets and liabilities acquired.

R&J Metis

2019 2019 2018

£000 £'000 £000
Net assets acquired
Intangible assets - 338 -
Property, plant and equipment 2 - -
Cash and cash equivalents 115 - -
Trade and other receivables 176 - -
Inventories 57 - -
Trade and other payables (29) - -
Current tax liabilities {75) - -
Net assets identified 246 338 -
Customer relationships 400 - -
Back orders - - -
Deferred tax liability on intangibles acquired (125) - -
Total identifiable net assets 505 338 -
Goodwill 700 - -
Total 1,221 338 -
Satisfied by:
Paid upon completion 1,095 338 -
Deferred consideration {(payable within 15 months) 126 -
Total 1,221 338 -

Acquisition related costs of £128,000 (2018; £nil) have been charged to Exceptional Items in the
consolidated income statement for the year ended 30 June 2019.

Based on a fair value review at the reporting date, no fair value adjustments have been made to the
net assets acquired or goodwill.

a7



GBUK Group Limited

Notes to the consolidated financial statements for the year
ended 30 June 2019

30 Related party disclosures

The following transactions were carried out with related parties:

(a) Purchase of services

Group Company Group Company

2019 2019 2018 2018

£000 £000 £000 £'000

Entity controlled by a director and 518 - 573 -
shareholder of the company

Ultimate parent undertaking 256 256 255 256

Services are charged on normal commercial terms and conditions.

(b) Year end balances arising from purchasing services

Group Company Group Company
2019 2019 2018 2018
£'000 £000 £'000 £000
Payables to related parties - - 5 -

{c) Key management personnel

Executive directors represent the key management personnel. The compensation paid or payable to
key management for employee services is shown below:

Group Company Group Company

2019 2019 2018 2018

£000 £000 £000 £'000

Salaries and other short-term 860 860 742 742
employee henefits

Post-employment benefits 38 38 45 45

Total 898 898 787 787

d} Directors

Group Company Group Company

2019 2019 2018 2018

£000 £'000 £000 £'000

Aggregate remuneration 860 860 742 742

Company contributions to money 38 38 45 45

purchase pension scheme
Total 898 898 787 787
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31 Events After the Balance Sheet Date

There are no post balance sheet events to report.

32 Ultimate controlling party

The company’s immediate, ultimate parent undertaking and controlling party is Cooperatief H2 Equity
Partners Fund IV Holding W.A..
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