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About Us
United Drug provides outsourced commercial solutions to international 
healthcare companies. We specialise in supply chain, packaging, sales 
and marketing, medical and regulatory services. We operate in five major 
international markets and employ over 7,000 people around the world. United 
Drug operates through three divisions...

Our Vision

To enable healthcare companies to 
operate more effectively – by providing 
better solutions for providers, payers  
and patients. 

1948
United Drug founded 
in West of Ireland

1986
Listed on ISEQ

2000
Acquisition of Ashfield 
Healthcare

EVOLUTION 
OF THE 
BUSINESS

Healthcare 
Supply Chain

Packaging  & 
Specialty

Quality, cost effective 
specialist supply 
chain solutions.

Innovative, secure 
commercial and 
clinical packaging 
solutions. 

See pages 14 to 17 

combines all of the Group’s 
healthcare logistics based 
businesses.

provides outsourced packaging 
solutions for pharmaceutical 
manufacturers. The division also 
provides enhanced care services 
directly to the patient in their own 
home for specialty products. 

See pages 18 to 21

Sales, Marketing  & 
Medical

provides contract sales 
outsourcing and related 
marketing and regulatory 
services to healthcare 
manufacturers. 

See pages 10 to 13 

Flexible, compliant, 
and service driven 
sales, marketing and 
regulatory solutions.



Financial Highlights

Operating Profit*

Revenue

Profit before tax*

Dividend per share

2006
Acquisition of Alliance 
Healthcare

2008
Acquisition of Sharp

2012
Acquisition of 
Pharmexx, Bilcare, 
DSA, Synopia, & 
Watermeadow

FTSE 250 
INDEx  
LISTED 
COmPANy

2011: €76.8m

2011: €1,746.5m

* before once-off acquisition costs, amortisation of intangible assets and exceptional item (2011).

2011: €68.5m

2011: 8.66 cent

€84.4m

€1,830.2m

€75.8m

9.04 cent

+10%

+5%

+11%

+4%

2012

2011

2012

2011

2012

2011

2012

2011
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Group Overview & Strategy
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OUR 
BUSINESS 
mODEL 57% 19%

Healthcare 
Supply Chain

Packaging  & 
Specialty

Key Services

• Logistics services

• Logistics administration

• Information services

•  Administration services  
& technical support

Combine our services internationally around the needs of healthcare companies

Double the size of the Group over the next 5 years through performance led growth

Increase the pace of internationalisation of the Group

Enter emerging markets as well as established ones

Provide services in the pre-approval as well as post-approval stage of a drug’s lifecycle

Be a world leader in quality, safety and compliance as a route to business development

Key Services
• Formulation services
• Packaging solutions
• Serialisation services
• Batch storage solutions

See pages 14 to 17 See pages 18 to 21

OUR 
STRATEGIC 
AmBITIONS

WHERE 
TO NExT... Deliver integration 

benefits from recent 
acquisitions.

Deliver on earnings 
growth story coupled 
with continued 
progressive dividend 
policy.

24%
Sales, Marketing  & 
Medical

Key Services
• Sales channel solutions
• Medical Communications
• Event Management
•  Medical information & 

Pharmacovigilence

of Group 
Operating
Profit

of Group 
Operating
Profit

of Group 
Operating
Profit

See pages 10 to 13 
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In depth knowledge, understanding of and focus on healthcare

Financially stable service provider operating a unique footprint of services in vital 
international markets

Commitment to and track record of best-in-class quality, safety, and compliance in 
life sciences

Technical expertise in highly regulated supply chain, packaging, marketing and 
regulatory services in healthcare

Extensive relationships with life science clients across multiple markets

Excellent facilities, systems and people

Operating profit Split by Geography

30% IRL
43% UK 26% US

1% EU  
(excluding IRL and UK)

Underline our position 
as ‘an international 
healthcare services 
group, headquartered 
in Ireland’.

Continue to 
internationalise 
our services across 
each of our business 
platforms.

OUR CORE 
CAPABILITIES
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Chairman’s Statement

In this, my first Chairman’s statement since taking over from Ronnie Kells 
in February 2012, I would like to acknowledge his significant contribution to 
the Company during his time as Chairman. Under his predecessors, United 
Drug began its corporate journey from Ballina in the West of Ireland, to 
becoming the leading pharmaceutical wholesaler on the island of Ireland, 
and then took the initial steps to expand beyond Ireland’s shores. 

Profit before tax

Dividend per share

2011: €68.5m

2011: 8.66 cent

€75.8m

9.04 cent

+11%

+4%

2012

2011

2012

2011

2012

2011

2012

2011

2012

2011

2012

2011

2012

2011

2012

2011
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But in the six years that Ronnie chaired the Board, which included 
a global recession, United Drug made significant progress in its 
strategic development, epitomised by the fact that in his final full 
year as Chairman, 65% of the Group’s profits came from markets 
other than the Republic of Ireland, illustrating its successful 
transformation into an international healthcare services company 
headquartered in Ireland. That momentum continued in 2012, 
even as he handed over the reigns. His steady leadership of the 
Board and support for the management team as they responded 
to the challenges and opportunities of the last six years was 
a major factor in the progress made, and helped deepen the 
foundations of our company.

Financial performance and dividend
The financial results for the year to 30 September 2012 are 
discussed in detail elsewhere in this report. From the Board’s 
perspective they were strong. Helped by favourable currency 
movements (after several years of unfavourable movements), 
all divisions delivered results ahead of 2011 and thus group 
earnings were ahead by 11%. In addition, 92% of operating 
profit was converted to cash, while return on capital averaged 
13%, compared to 13.4% last year. The lower ROCE is an 
artifact of the timing of the investments made during the 2012 
financial year.

Based on these results, we are proposing a final dividend 
of 6.56 cent per share, which together with our already paid 
interim dividend of 2.48 cent per share, represents an overall 
increase of 4% for the year. While the results of 2012 on a 
standalone basis could support a higher level of increase, in 
arriving at this, the Board has taken into account the dividend 
increases it maintained over recent years when earnings were 
not as strong. 
 
Strategic development
United Drug has embarked on a challenging journey for many 
years. Once a market leading position had been attained in the 
Republic of Ireland, a strategy to diversify beyond Ireland and 
into new, but related, service areas was devised and has been 
pursued for the last 12 years. While the Healthcare Supply 
Chain (HSC) division is where we began, our Sales, marketing 
& medical (Smm) division, and our Packaging & Specialty 
(P&S) division have both been built through acquisition into 
significant additional business areas. In 2012 each of these 
took further major steps on their path to scale. 

The Smm division, which at its core is market leader in the UK 
and Ireland in contract sales and marketing services, agreed 
in July to acquire Pharmexx, a large European Contract Sales 
Organisation (CSO), having operations in 18 countries across 
the globe. In a separate development, the division also entered 
into a commercial arrangement with a major Japanese CSO, 
expanding our reach into that important pharmaceutical 
market. With operations in North America, South America, 
Europe and Asia, the division is now one of the three leading 
global contract sales providers, and their mission in 2013 is to 
integrate and restructure the Pharmexx business to improve 
performance, capitalise on this position, and drive growth. In 
addition, some further acquisitions may be beneficial to further 
strengthen our market position in key markets.

Also during the year the Smm division acquired Watermeadow, 
a UK and US based medical communications business which 
combines well with our Informed business acquired in 2010. 
In the US it also added Drug Safety Alliance Inc., which fits 
neatly with our Alliance Healthcare business acquired in 2007, 
giving us a very strong presence in the US pharmaceutical 
product safety monitoring and medical information market. 
It also added a small company, Synopia, in the US which 
provides advisory services to companies as they seek to 
obtain appropriate reimbursement for their products in 
the complex US insurance landscape. All these services 
are complementary to the division’s mission to support 
pharmaceutical companies in their sales and marketing 
needs as they adapt to patents expiring, fewer blockbuster 
products, and cost and pricing pressures. 

The P&S division, which began with a small neutraceutical 
packaging acquisition in the UK in 2005, and which has 
since seen further pharmaceutical packaging acquisitions 
in Belgium, the Netherlands and most significantly of Sharp 
Corporation in the US, has long aspired to also service the 
specialist clinical trials packaging market. This market 
plays to two strengths in the Group; specialist packaging, 
and logistical management. Progress was being made in 
developing this business organically, but when the opportunity 
to acquire an established player arose during the year, we 
were delighted to add Bilcare Global Clinical Supplies to the 
division. With specialised facilities in the US and the UK and a 
team that has established itself in this market, our position in 
this market segment has been significantly enhanced.

The HSC division continued to make progress. Responding to 
the economic pressures in the Republic of Ireland, the division 
embarked on a major automation project, which is ongoing, 
to reduce cost to mitigate lower margins. They also initiated a 
major IT project to upgrade systems across the division with 
the goal of increasing efficiency.

DURING THE yEAR THE 
Smm DIVISION ACQUIRED 

WATERmEADOW, A UK 
AND US BASED mEDICAL 

COmmUNICATIONS BUSINESS 
WHICH COmBINES WELL 

WITH OUR INFORmED 
BUSINESS ACQUIRED IN 2010.
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The outstanding developments in the division during the 
year were the strong improvement in the performance of the 
medical and scientific business and the continuing excellent 
growth achieved by the Northern Irish operations and by the 
UK pre-wholesale joint venture, UDG. 

In all, we spent €63.4 million on capital projects during 
the year, the largest single part of which was to buy-back 
our magna Park warehouse for €29.9 million. The Board 
believes that having ownership of our full site in Dublin will 
give us important flexibility as the Irish market continues 
to evolve and we configure our business appropriately. The 
remaining €33.5 million was spent on various projects, some 
to automate and reduce costs, some to equip for growth, 
especially in our packaging businesses, and some to begin to 
replace our IT systems to ensure the Group has the platforms 
to support its ambitions. 

Financial resources
During the year we generated €77.6 million in free cash flow, 
spent €102.3 million on acquisitions and, as noted above, a 
further €63.4 million on capital projects. At year end we had 
net debt of €217.7 million, which represents approx. 2.2 times 
EBITDA. While our financing arrangements allow leverage 
of up to 3.5 times EBITDA, the Board has determined that it 
wishes to use 2.5 times as its broad guideline, to ensure the 
financial position of the Company is not overstretched even as 
we seek growth and strategic development. 
 

London Stock Exchange
During the year the Board engaged in a good debate about the 
merits of moving our primary listing to London, and ultimately 
agreed that it was difficult to attract broad international 
coverage and ownership for the Group due to its size and the 
concentration of share trading in Dublin. For this reason, and 
as we embarked on further significant internationalisation of 
the Group through additional acquisitions, we decided to delist 
from Dublin, and make London our primary trading market. 
At the FTSE Committee meeting held on December 12 it was 
confirmed that the Company will be included in the FTSE 250 
Index with effect from December 24, which should in the long 
term benefit trading and broaden our base of investors. 

Corporate governance
On pages 28 to 49 we have included the Directors’ Statement 
on Corporate Governance, the Report of the Remuneration 
Committee and the Directors’ Report. These incorporate 
significant detail on many aspects of our governance, and 
I will not seek to duplicate that information here but I will 
outline some of our activities this year.

We schedule at least six board meetings a year, one of which 
extends over two or three days to enable the Board to visit 
some of our locations. At these, in addition to reviewing 
performance and overseeing governance, we endeavour to 
spend time reviewing strategic development and new strategic 
opportunities as they arise. 

Separately we also schedule a full day meeting annually to 
focus solely on discussing and updating our strategic plans. 

In the last year we had seven additional board meetings, a 
number of which were called to consider single matters such 
as an acquisition evaluation, which reflects the significant 
level of corporate activity undertaken during the year.

Informal meetings of the non-executive directors are also 
held two to three times a year, and at one of these we 
are joined by the Chief Executive to discuss succession 
planning. Since my appointment I have also met with each 
director separately, to get their views on board matters and 
to identify any improvements they may wish to suggest for 
enhanced board effectiveness. We also conduct an on-line 
survey of directors to formally obtain their feedback on board 
effectiveness. In 2013 we plan to have an effectiveness review 
conducted by a third party.

Our Audit, Remuneration and Nomination Committees were 
also proactive, and information on their work is included 
elsewhere. Our fourth committee was the Acquisitions and 
Finance Committee. As the year progressed, and with the 
Board actively engaged with our acquisition activity, we 
re-evaluated the purpose of this committee and decided to 
redefine it. Recognising the importance of risk oversight, 
which heretofore has been overseen by the Board directly 
and by the Audit Committee for financial risks, we have now 

Chairman’s Statement
continued

AS WE EmBARKED ON 
FURTHER SIGNIFICANT 

INTERNATIONALISATION 
OF THE GROUP THROUGH 

ADDITIONAL ACQUISITIONS, 
WE DECIDED TO DELIST  

FROm DUBLIN, AND mAKE 
LONDON OUR PRImARy 

TRADING mARKET.
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delegated risk oversight, other than specific financial risk, 
to this committee, redefined its role in acquisition oversight, 
and reconstituted it to ensure it had only independent non-
executive director members to comply with best practice. 
Chris Brinsmead was appointed as Chair. All this was done as 
we began the new financial year and we hope this move will 
further enhance our governance, while ensuring the Board’s 
agenda is focused on key matters.

Barry McGrane, Annette Flynn and board development
Since year end Barry mcGrane, our Finance Director since 2001 
and an employee of the Group for over 20 years, has indicated 
his desire to step down from his executive role in may of 2013, 
but has agreed to remain as a non-executive director until 
our AGm in early 2014, (subject of course to his re-election 
at our upcoming AGm). Barry has been an integral part of 
United Drug’s journey of transformation, which we very much 
appreciate, and we wish him the very best for the future.

Annette Flynn, formerly an executive director, but a non-
executive director for almost the past two years, has indicated 
that she will not seek re-election at our upcoming AGm. 
We are disappointed to lose Annette, thank her for her 
considerable contributions both as an executive and non-
executive director, and wish her continued success.

Following these changes our board will comprise three 
executive directors, six non-executive directors, of whom one 
will be non-independent, and myself. We believe we need to 
continue to add to our board diversity, particularly in the light 
of our continued internationalisation, and the Nomination 
Committee is therefore currently conducting a search for 
additional non-executive director candidates. I hope to report 
on progress in the coming months.

Management and outlook
2012 has been encouraging despite continued challenges in the 
world economy, and particularly in Europe. All our business 
units made progress and have good momentum as we enter 
2013. The acquisitions made in the second half of 2012 will 
take time to absorb, streamline and drive forward, but we are 
confident that further growth can be achieved in 2013. 

None of this would be possible without the hard work, 
enthusiasm and vision of Liam FitzGerald and his team.  
As we continue to grow, the demands on them will increase. 
The Company has proactive management recruitment 
and development programmes in place and the Board will 
continue to encourage this to ensure we have sufficient talent 
available to support the further growth and development that 
we are confident lies ahead.

Peter Gray
Chairman 

2012 HAS BEEN 
ENCOURAGING DESPITE 

CONTINUED CHALLENGES IN 
THE WORLD ECONOmy, AND 
PARTICULARLy IN EUROPE. 
ALL OUR BUSINESS UNITS 

mADE PROGRESS AND HAVE 
GOOD mOmENTUm AS WE 

ENTER 2013.
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Chief Executive’s Review 

2012 has been a highly significant year for United Drug in terms of 
strategic development and earnings momentum. The Group completed 
five acquisitions during the summer period, each adding strongly to our 
strategic position in our chosen service-markets. Equally, the Group 
saw robust performance across each of its divisions, with a stand-out 
performance from Sharp, our US based packaging business, and a notable 
return to strong growth within our medical and scientific businesses.

Operating Profit

Revenue

2011: €76.8m

2011: €1,746.5m

€84.4m

€1,830.2m

+10%

+5%

2012

2011

2012

2011

2012

2011

2012

2011

2012

2011

2012

2011

2012

2011

2012

2011
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This momentum led to group earnings increasing by 11% over 
the previous year. We were also particularly pleased by the cash 
performance across the Group which led to greater than 92% of 
earnings before interest and tax being converted to cash. A large part 
of this excellent performance was driven by good working capital 
management in our wholesale distribution business in Ireland where 
we both reduced stocks and improved our receivables position.

Today, United Drug is a global leader in healthcare packaging 
solutions, a global leader in healthcare sales & marketing solutions, 
and a very strong regional player in healthcare supply chain solutions 
in the UK and Ireland.

Our goal is to continue to increase the pace of internationalisation of 
the Group and, as publicly stated, to double the size of the Group’s 
earnings by 2016. We took some significant steps along this road 
during 2012. We also have a goal to enter relevant services in 
the clinical trials phase of a drug’s development as well as in the 
commercialisation phase, where we currently concentrate. Again, 
2012 saw us progress this goal through the acquisition of Bilcare 
(clinical trials formulation and packaging services) and Drug Safety 
Alliance (DSA), both of which offer services around drugs in the pre-
approval phase.

We believe that our track record as regards quality procedures 
and the legislation that surrounds these procedures is of critical 
importance. Our track record has been strong in this regard. We 
subject ourselves to rigorous internal audit testing and are regularly 
audited by both our clients and the relevant regulatory authorities in 
each country of operation. We are committed to being ‘best in class’ 
in this area and have an ongoing investment programme to ensure 
that we put safety first, and demonstrate the strongest possible 
commitment to our clients to help us secure their trust and their 
business. Our understanding of and specialisation in healthcare, and 
the complex and rigorous standards that surround it, is, I believe, a 
basis of competitive advantage.

We have also led the way in terms of product serialisation and track 
& trace technologies in our supply chain and packaging businesses. 
Again, our goal is to be a world leader in investment by ensuring the 
supply chain is secure and that product provenance is maintained at 
all levels, to ensure patient safety. We believe commitments to the 
highest possible level of supply chain integrity will resonate with our 
clients and lead to further business opportunities.

There is strong business development momentum across the 
Group at this time. We have had significant recent contract wins in 
Sharp, our European Packaging business, and our pharma logistics 
joint venture with Alliance Boots, UDG. We have also recently been 
selected as a successful supplier in connection with a national 
tender in Ireland to treat patients requiring regular anti-biotic 
infusions in the community as opposed to the traditional hospital 
environment. This is a significant move by the Irish Health Service 
Executive (HSE), to allow patients to be safely treated in a way that is 
better for them, the patient, and in a way that is less demanding for 
a stretched hospital sector. We are hopeful that the HSE might seek 
to have other diseases requiring regular infusions or injections such 
as cancer, rheumatoid arthritis and multiple sclerosis, managed in a 
similar way in the community, with private sector engagement.

The key driver behind United Drug’s revenue growth lies in decisions 
by the healthcare industry to outsource, with increasing pace, 
areas of high fixed cost, non-core activity. Our goal is to offer large 
traditional drug and medical device companies, a more flexible 

and efficient way of doing things. Furthermore, we seek to offer 
smaller innovative companies the opportunity to enter markets with 
a full range of end–to-end market entry, commercialisation, and 
regulatory services without having to invest in costly and unnecessary 
infrastructure on a market-by-market basis. We believe United Drug 
can offer a footprint of end-to-end services in many markets that 
none of our competitors can match.

We further believe, in time, that the breadth and range of services we 
can lever for a company could ultimately lead to opportunities to take 
on a product or range of products as agents or sub-licensees across 
various jurisdictions where we offer a full portfolio of services, giving 
us enhanced margin opportunities and significant and differentiated 
business development opportunities.

It was pleasing that our healthcare supply chain division delivered 
earnings growth this year despite considerable regulatory headwinds 
both in Ireland and the United Kingdom. Within this division, our 
Northern Ireland wholesaling business, both contract pharma 
logistics (or pre-wholesaling) businesses, and our medical and 
scientific business, all delivered strong earnings growth. Despite 
the low margins and austerity risk associated with our traditional 
wholesaling and distribution businesses, they continue to deliver 
exceptional cash performance and, in some areas, are showing 
strong earnings growth. We remain committed to these businesses 
and are investing nearly €20 million in our Northern Ireland and 
Republic of Ireland facilities in pursuit of optimum efficiency.

I would like to thank all of my colleagues for the excellent job they 
have done this year and for their continued hard work. Between 
the five acquisitions we have completed this year, the subsequent 
integration work, and significant automation and IT projects across 
the Group, people have worked really hard to get results and I want to 
take this opportunity to really thank them for their efforts.

During 2013, we will be focussing on delivering value through the 
integration of recently acquired businesses, completing ambitious 
automation and IT projects and continuing to deliver earnings 
momentum through ongoing and targeted business development 
initiatives.

I believe United Drug has built a strong platform to continue to grow 
as a leading international healthcare services group, headquartered 
in Ireland, focused on professional, strategic, outsourced partnership 
with the healthcare industry.

Liam FitzGerald
Chief Executive

OUR GOAL IS TO CONTINUE 
TO INCREASE THE PACE OF 
INTERNATIONALISATION OF 

THE GROUP AND, AS PUBLICLy 
STATED, DOUBLE THE SIzE OF 

THE GROUP’S EARNINGS By 2016. 
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Operations Review - SALES, MARKETInG & MEDICAL (SMM)

Locations
north America  
Canada, United States

South America  
Argentina, Brazil

Europe 
Austria, Belgium, Czech Republic, Denmark, Finland, France, Germany, Ireland, Italy,  
the Netherlands, Norway, Portugal, Spain, Sweden, Switzerland, Turkey, UK

Asia
Hong Kong, Japan

The Smm division provides outsourced 
sales, marketing and medical services to 
the global healthcare industry. In 2012, 
divisional revenue grew by 7% to €214 
million and operating profits of €21 million 
were 2% ahead of 2011.

% of Group Operating  Profit

24%
2011: 26%
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Operations Review - SALES, MARKETInG & MEDICAL (SMM)

12

Strategic Priorities
 

INTEGRATE PHARmExx, DRUG SAFETy ALLIANCE (DSA), 
SyNOPIA Rx AND WATERmEADOW INTO THE ASHFIELD 
GROUP

LOOK AT FUTURE OPPORTUNITIES IN JAPAN, USA, 
SPAIN AND CANADA

SUSTAIN ORGANIC GROWTH

RE-BRAND AND POSITION THE DIVISION AS PARTNER 
OF CHOICE FOR PHARmA

Operating Profit

Revenue

2011: €20.1m

2011: €199m

€20.6m

€214m

+2%

+7%

2012

2011

2012

2011

2012

2011

2012

2011

2012

2011

2012

2011

2012

2011

2012

2011
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In contract sales outsourcing we have continued to strengthen 
our position as market leader in the UK and Ireland and 
have grown our business in the US. The total number 
of sales representatives in these markets is declining, 
but the proportion being outsourced is increasing as the 
pharmaceutical industry seeks a more flexible and cost 
effective means of promoting their products. We have 
achieved strong growth in our nurse-led services business 
in the UK and Ireland and generally with smaller and more 
specialised pharmaceutical companies in the US who prefer 
our more flexible and focused approach. Both of these areas 
provide further growth opportunities going into 2013.

In September 2012, we assumed control of all parts of 
the Pharmexx group of companies not subject to ongoing 
competition clearance. On 9 November 2012, the outstanding 
competition clearance was received and the acquisition 
was completed on 20 November 2012. Pharmexx is a multi-
country contract sales business with operations throughout 
Europe and in Canada and Latin America. This acquisition 
significantly strengthens our contract sales business, 
positioning us as a major international service provider and 
provides a platform around which we can cross-sell our 
marketing and medical services to a wide range of clients 
in multiple jurisdictions. We are currently implementing 
a detailed integration plan and putting our processes and 
procedures in place in the acquired business to improve 
efficiency, expand business development capability and 
increase margins.

To add further to our global contract sales offering we have 
just entered into a commercial arrangement with a major 
Japanese contract sales and research organisation to 
provide contract sales services in Japan (the second largest 
pharmaceutical market in the world). A number of projects 
have already been secured through our existing pharma 
relationships and an active business development programme 
is in place in a market where we see great potential.

Our medical affairs business has also had another very 
good year. Growth in our US business has been added to 
by a profitable first year’s trading in the UK. Business wins 
have been achieved in the areas of medical affairs, patient 
adherence and medical telesales. 

The acquisitions, late in the year, of Drug Safety Alliance 
(DSA) and Synopia add significantly to our medical affairs 
offering both in the US and as a basis for a wider international 
offering. DSA along with our existing business will allow us to 
provide an integrated call centre and case processing product 
safety service. Synopia adds market access services to our 
offering to clients in the US market. 
 
Our events management business is now the number one 
global event management company serving the healthcare 
sector. The business has delivered good revenue growth over 
the last year and been very successful winning new business, 
with 42 new clients added over the period. In the last year the 
business has managed more than 1,700 meetings and events 
in 47 countries, looking after over 145,000 delegates. 

Our healthcare communications and consultancy business 
had another good year with revenues and profits ahead of 
last year. This offering was enhanced with the acquisition of 
Watermeadow, a healthcare communications business with 
offices in Oxford, manchester and New york. The acquisition 
increases the scope and scale of our medical writing business 
to over 200 people and widens our pharmaceutical client 
base. We are now one of the leading global healthcare 
communications and consultancy businesses and are well 
positioned for growth in the coming years.

IN CONTRACT SALES 
OUTSOURCING WE 

HAVE CONTINUED TO 
STRENGTHEN OUR POSITION 
AS mARKET LEADER IN THE 
UK AND IRELAND AND HAVE 
GROWN OUR BUSINESS IN 

THE US. 
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Operations Review - HEALTHCARE SUPPLy CHAIn

Locations
Ireland, the Netherlands, UK 

% of Group Operating  Profit

57%
2011: 58%

The Healthcare Supply Chain division 
combines all of the Group’s healthcare 
logistics based businesses. In 2012, 
divisional revenue of €1.46 billion was 3% 
higher than last year, and operating profits 
of €48 million were 9% ahead of 2011.
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Operations Review - HEALTHCARE SUPPLy CHAIn

16

Strategic Priorities
 
GOAL IS TO BE THE SUPPLy CHAIN PARTNER OF CHOICE FOR 
HEALTHCARE CLIENTS ON AN INTERNATIONAL BASIS

EVOLVED FROm LOW mARGIN WHOLESALING TO HIGHER 
mARGIN SPECIALIST DISTRIBUTION SERVICES

LEADING PLAyER IN EACH OF OUR mARKETS

DEFENSIVE, CASH GENERATIVE BUSINESSES

FOCUS ON: 
–UTILISING OUR SCALE AND COST ADVANTAGES 
– ExPANDING SERVICES TO mEET EVOLVING CUSTOmER NEEDS 

IN HIGHER mARGIN AREAS

Operating Profit

Revenue

2011: €44.4m

2011: €1.41bn

€48.3m

€1.46bn

+9%

+3%

2012

2011

2012

2011

2012

2011

2012

2011

2012

2011

2012

2011

2012

2011

2012

2011
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Revenue in Irish wholesale was ahead of 2011, despite 
continuing healthcare austerity measures, due to further 
growth in our market share and ongoing volume growth in 
the market. However, margins were down slightly. In pre-
wholesale (contract logistics for pharmaceutical companies) 
in Ireland we also strengthened our market leading 
position through a number of new contract wins in both the 
pharmaceutical and consumer parts of our business.

Last year, we implemented major changes within our Irish 
business, including the outsourcing of all deliveries to third 
party operators, a reduction in working hours in certain 
locations and staff redundancies. These changes have yielded 
significant cost savings in 2012. We are currently investing 
in further automation in our Dublin warehouse, which when 
combined with the ongoing impact of the last years changes 
will enable the business to offset much of the impact of 
government austerity measures and manage future volume 
growth in a highly cost effective and efficient manner.

In Northern Ireland, our wholesale business continues to 
outperform the market and has grown profits significantly in 
the year. Although still subject to government intervention, 
prices in this market have been more stable in recent years, 
and underlying volume growth has seen this business 
contribute significantly to group profits. We have recently 
completed a major automation and expansion project in our 
Belfast operation that will facilitate the expected growth in 
this business in the coming years and drive further efficiency 
in our Northern Ireland operation.

Our UK pre-wholesale joint venture with Alliance Boots, 
has continued to perform very well and is now the strong 
market leader in the outsourced UK pre-wholesale market. 
multiple new contract wins have driven a very significant profit 
increase in 2012. 

A number of strategically important new business wins 
within our medical and scientific business in Ireland, the 
UK and the Netherlands have enabled the business to grow 
profits substantially in 2012. The momentum from these new 
business wins and ongoing cost restraint leave this business 
well positioned for future growth.

Our pharmaceutical ‘specials’ business in the UK has been 
negatively impacted by the November 2011 NHS introduction 
of a “drug tariff” which sets a fixed reimbursement price on 
the most popular products in the market. However, we have 
developed new services to import named patient medicines 
from overseas and to manage the distribution of these 
medicines on behalf of pharmaceutical manufacturers. When 
combined with strong growth in our own brand “Arjun” range 
of affordably priced specials, these new services will make a 
growing contribution to group profits.

IN NORTHERN  
IRELAND, OUR WHOLESALE 
BUSINESS CONTINUES TO 

OUTPERFORm THE  
mARKET AND HAS GROWN 
PROFITS SIGNIFICANTLy IN 

THE yEAR.
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Operations Review - PACKAGInG & SPECIALTy

Locations
Belgium, Ireland, the Netherlands, UK, US

% of Group Operating  Profit

19%
2011: 16%

The Group’s packaging businesses provide 
outsourced packaging, storage, logistics, 
and project management services to the 
pharmaceutical and biotech industry in the 
US, UK and Continental Europe. The Group’s 
specialty businesses provide specialty pharmacy, 
cold chain logistics, homecare and compliance 
services in Ireland. In 2012, divisional revenue 
grew by 16% to €161 million and operating profits 
of €15 million were 26% ahead of 2011.
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Operations Review - PACKAGInG & SPECIALTy

20

Strategic Priorities
 
INTEGRATE BILCARE INTO PACKAGING DIVISION AND POSITION 
DIVISION AS BOTH CLINICAL AND COmmERCIAL PACKAGING 
SOLUTIONS PROVIDER

INVEST IN BILCARE TO ENHANCE GROWTH PROSPECTS

SUSTAIN ORGANIC GROWTH IN SHARP CORPORATION

COmPLETE TURNAROUND IN EUROPEAN PACKAGING 
BUSINESS

POSITION DIVISION TO CAPITALISE ON INCREASING 
OUTSOURCING POTENTIAL IN BOTH US AND EU

Operating Profit

Revenue

2011: €12.3m

2011: €138m

€15.5m

€161m

+26%

+16%

2012

2011

2012

2011

2012

2011

2012

2011

2012

2011

2012

2011

2012

2011

2012

2011
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Our US commercial packaging business has had another 
excellent year. There has been an increase in outsourcing 
of packaging services throughout the year and we have 
increased our market share in this growing market which 
has helped drive a substantial revenue increase. In addition, 
we have strengthened our long term relationship with a 
number of customers by signing multi-year contracts. We are 
confident that this business will continue to grow in 2013 and 
beyond.

Our commercial packaging business in Europe has 
considerable capacity available to it but we have not yet filled 
sufficient capacity to drive strong returns in this business. 
Consolidation and integration of this business continued 
during the year. We have now aligned our US and EU 
commercial business development teams. This has resulted 
in a number of significant contract wins in 2012, which 
will begin to generate revenue toward the end of 2013. We 
continue to see significant opportunity in this alignment and 
in the European commercial packaging market generally and 
we believe we are well placed to capture those opportunities 
in 2013 and beyond.

In September 2012, the Group acquired the US and UK 
clinical services business from Bilcare Limited. The acquired 
business is complementary to our existing business and 
provides clinical trial packaging, logistics and supply 
chain management services to the pharmaceutical and 
biotechnology industry. In October, we rebranded the acquired 
business Sharp Clinical Services. We will continue to integrate 
the business into the division in 2013.

Our Irish specialty business continued to win new customers 
and market share in 2012. We now treat approximately 
20,000 patients in their homes each year. We have also 
developed innovative track and trace solutions, which are 
complementary to the services offered by our packaging and 
supply chain businesses.

THERE HAS BEEN AN 
INCREASE IN OUTSOURCING 

OF PACKAGING SERVICES 
THROUGHOUT THE yEAR 

AND WE HAVE INCREASED 
OUR mARKET SHARE IN THIS 

GROWING mARKET
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Highlights  Amortisation
  of intangible
  assets and
 IFRS acquisition  Increase
 based costs Adjusted on 2011
 €’mn  €’mn  €’mn  %

Revenue  1,830.2  -  1,830.2  5
Operating profit  67.6  16.8  84.4  10
Profit before tax  59.0  16.8  75.8  11
Diluted earnings  
per share (cent)  19.89  5.48  25.37  11
Dividend per share (cent)  9.04  -  9.04  4

   2012  2011

Net debt (€’mn)    217.7 1 21.5
Net debt/EBITDA* (times)    2.22  1.31

*  EBITDA before once-off acquisition costs and exceptional item (2011) including annualised 

EBITDA of companies acquired during the year.

Costs of €3.3 million were incurred during the year on the 
acquisition activity undertaken over the last 12 months. These costs 
were primarily professional fees for due diligence, legal negotiations 
and contracts and banking services. Given the size of these costs 
in the year they are shown separately on the face of the income 
statement.  

The Group completed the acquisition of five businesses during the 
year. The net cash outflow on these acquisitions was €102.3 million 
with deferred consideration payable of €38.1 million. The net assets 
acquired with these acquisitions were €56.3 million with goodwill of 
€84.1 million.

The Group announced a programme to buyback and cancel 5 
million shares during 2011. This programme was completed during 
2012.  At 30 September 2011, 4.6 million of the shares had been 
bought back and cancelled.

Finance Review 

Overview
Group revenue for the year was 5% higher than in 2011 at €1.83 billion. 
Operating profit, before once-off acquisition costs and amortisation of 
intangible assets, was 10% ahead of 2011 at €84.4 million. Pre-tax profit, on 
the same basis, was 11% ahead of 2011 at €75.8 million. 
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The Group’s share of investment in the medco joint venture had 
been classified as an asset held for sale at 30 September 2011. This 
asset was sold to our joint venture partners in October 2011 for 
Stg£8.2 million.

Revenue
Revenue for the year is 5% ahead of 2011 at €1.83 billion. Each 
of our three divisions reported revenues ahead of last year. 
Acquisitions completed during the year contributed €16 million to 
revenue.

Adjusted Operating Profit
Operating profit for the year of €84.4 million was 10% higher than 
in 2011, with profits in each of our three divisions ahead of last year. 
Acquisitions completed during the year contributed €0.7 million to 
operating profit.

Adjusted Profit before Tax
Net interest costs for the year of €8.6 million are €0.3 million higher 
than in 2011. After interest costs profit before tax of €75.8 million is 
11% higher than in 2011.

Adjusted Earnings per Share
Earnings per share for the year were 11% ahead of 2011 at 25.37 
cent.

Cash flow
Net debt increased by €96.2 million during the year. Within this the 
net cash inflow from operating activities was €77.6 million and the 
net cash outflow on acquisitions completed during the year was 
€102.3 million with a further €63.4 million spent on the purchase of 
property, plant and equipment. 

Balance sheet
year end net debt was €217.7 million. The net debt to EBITDA ratio 
is 2.22 times and interest is covered 11.6 times by EBITDA. Our 
financial covenants are based on net debt to EBITDA not to exceed 
3.5 times and EBITDA interest cover to be greater than three times.

Forward-looking information
Some statements in this announcement are forward-looking. They 
represent expectations for the Group’s business, and involve risks 
and uncertainties. The Group has based these forward-looking 
statements on current expectations and projections about future 
events. The Group believes that expectations and assumptions with 
respect to these forward-looking statements are reasonable. 
However, because they involve known and unknown risks, 
uncertainties and other factors, which in some cases are beyond 
the Group’s control, actual results or performance may differ 
materially from those expressed or implied by such forward-looking 
statements.

Financial risk management
The management of the financial risks facing the Group is governed 
by policies reviewed and approved by the Board. These policies 
primarily cover liquidity risk, credit risk, interest rate risk and 
currency risk. The primary objective of the Group’s policies is to 
minimise financial risk at reasonable cost. The Group does not 
trade in financial instruments. 

The Group uses financial instruments throughout its businesses: 
borrowings and cash resources are used to finance the Group’s 
operations; trade receivables and payables arise directly from 
operations; and interest rate swaps are used to manage interest 

rate and currency risks and to achieve the desired currency profile 
of borrowings. Further details of financial instruments used by the 
Group are provided in note 28 to the financial statements.

Liquidity risk management
The Group ensures that it has sufficient financing facilities available 
through cash flow generated from operating activities, loan notes 
issued, committed banking facilities and access to equity markets 
to meet its projected short and medium term funding requirements.

Interest rate risk management
The Group finances its operations through a mixture of retained 
profits, bank borrowings and funding raised on the US private 
placement market. The Group’s policy is to borrow in the required 
currencies at both fixed and floating rates of interest and use 
interest rate swaps to manage the Group’s exposure to interest rate 
fluctuations.

Currency risk management
United Drug’s reporting currency and that in which its share 
capital is denominated is the euro. Given the nature of the Group’s 
businesses, exposure arises in the normal course of business to 
other currencies, principally sterling and the US dollar.

The majority of the Group’s activities are conducted in the local 
currency of the country of operation. The primary foreign exchange 
risk arises from the fluctuating value of the Group’s net investment 
in different currencies. Borrowings, to finance acquisitions or major 
capital expenditure programmes, are made in the currency of the 
country of operation.

Where sales or purchases are invoiced in other than the local 
currency and there is not a natural hedge with other activities within 
the Group, the policy is to eliminate at least 50% of the currency 
exposures through forward currency contracts. A proportion of the 
Group’s operating profits are denominated in currencies other than 
our reporting currency, and, where appropriate, foreign currency 
hedges are put in place to minimise the exchange rate volatility on 
the retranslation of these profits to euro for reporting purposes.

Barry McGrane
Finance Director

REVENUE FOR THE yEAR IS 5% 
AHEAD OF 2011 AT €1.83 BILLION. 
EACH OF OUR THREE DIVISIONS 
REPORTED REVENUES AHEAD 
OF LAST yEAR. ACQUISITIONS 

COmPLETED DURING THE yEAR 
CONTRIBUTED €16 mILLION TO 

REVENUE.
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Environment
United Drug is committed to ensuring that we limit the impact 
that our businesses have on the environment. We ensure 
that the relevant statutory requirements are in place, that the 
highest standards are adhered to and good environmental 
practice is applied in managing our businesses. 

Examples of our ambitions across the Group to ensure that we 
are avoiding damaging the environment where it is avoidable 
include our Healthcare Supply Chain’s participation in the 
Carbon Disclosure Project (CDP) reducing our annual carbon 
emissions by 639.3 tonnes (18%) since 2008 in that division.

As well as this, the new building extension at the Sales, 
marketing and medical Service’s headquarters has been built 
to reduce the impact that it has on the environment, including 
rain water harvesting, solar hot water heating and creating 
green roof spaces. The Ashfield House extension was also 
selected as one of the finalists in the Sustainable Urban 
design category of the Green Footprints Challenge Awards 
2012. The award encourages businesses across Leicestershire 
to act in a green and sustainable manner. 

With over 7,000 employees across the globe, United Drug recognises the 
importance of acting responsibly as a group of companies. United Drug 
has strived to integrate corporate social responsibility into our businesses 
in all of its markets. All of the companies within our Group are encouraged 
to embrace responsibility for their actions and we encourage and assist 
them to have a positive impact through their activities on the environment, 
consumers, employees, communities and other stakeholders. We are 
committed to embedding the highest professional and ethical standards 
throughout our organisation, ensuring that the Group’s reputation and 
the trust of its stakeholders are the foundation of its success and are of 
fundamental importance for the future success of the organisation.

WE ENSURE THAT THE 
RELEVANT STATUTORy 
REQUIREmENTS ARE 
IN PLACE, THAT THE 

HIGHEST STANDARDS ARE 
ADHERED TO AND GOOD 

ENVIRONmENTAL PRACTICE 
IS APPLIED IN mANAGING 

OUR BUSINESSES. 

1
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Workplace
United Drug is dedicated to ensuring that the workplaces 
across the Group are safe and enjoyable. 

United Drug strives to ensure that everyone who works for 
us or who uses our services benefits from our commitment 
to health, safety, quality and employee support. We have on-
going programmes to continually improve our performance in 
these areas and a dedicated team to support and monitor our 
progress.

Across the Group, we are dedicated to supporting the well-
being of our employees. We have begun upon a journey to 
provide Employee Assistance Programmes (EAP) to any 
employee that would like to benefit from the service, ensuring 
the well-being of employees and their families. 

Human capital development 
United Drug has a proven track record of developing people’s 
careers in a proactive fashion. Our people’s ability to drive and 
develop existing and new business opportunities continues 
to be a central pillar of our growth strategy. Our success is 
based on our ability to attract, develop and retain talent at 
every level in the organisation. We believe our preparedness 
to present our people with significant responsibility at an early 
stage in their careers is something that provides an exciting 
environment for ambitious professionals and is a central 
aspect of our ability to continue to attract talented individuals. 

Our approach is focussed on developing and enhancing 
the leadership and management capability of the entire 
organisation. We know that how we reach our goals is 
critically important. Our corporate values of Ingenuity, Focus, 
Energy, Expertise and Partnership emanate from our senior 
leadership cohort and all of our people initiatives are designed 
to develop and enhance these values.

Community
This year United Drug decided to channel fundraising support 
into a charity theme, that was chosen by employees, via an 
online voting mechanism, to be ‘children’s welfare’. Our 
chosen charities in this regard were Barnardos in the UK and 
Ireland and United Way in the United States.

In march, a major fundraising initiative was launched across 
the Group for the various charities. In Ireland activities ranged 
from bake sales, to car washes, gala entertainment evenings 
and a ‘golf classic’. In the UK there were car boot sales, table 
quizzes and a charity song. In the US employees participated 
in a 24 hour walk around their building. In October a group of 
28 staff members flew to Spain to walk 78km of the Camino de 
Santiago as part of our fundraising efforts.

Other support that we have provided to the communities local 
to our offices has included the continuous sponsorship of the 
talented musician Harriet Eyley in Leicestershire. Our Worthy 
Causes Fund has continued to fund her further education 
as she progresses as a musician. The money raised for the 
Worthy Causes Fund is through golf days, a parachute jump, 
a football tournament and various other fundraising events. 
Through our business in Northern Ireland we also support 
a cancer charity, and contribute needed product to the 
developing world via ‘International Health Partnership’ (IHP).

Conclusion 
United Drug remains committed to the improvement 
and expansion of our CSR programme as we believe 
that responsible and sustainable business practices and 
responsible engagement with our communities enhances our 
reputation and staff morale to the benefit of all stakeholders.

Details of our Group policies and activities are also available 
on the Group’s website, www.united-drug.com.

2

3

4

Photo captions:

1 Harriet Eyley, soprano opera singer.

2 Worthy Causes Fund parachute jump.

3 & 4  Employees from across the United Drug Group walked part  

of the Camino de Santiago to raise money for Barnardos.
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Board 
name Length of service

Chris Brinsmead* 2.5 years

Chris Corbin 9.5 years

Liam FitzGerald (Chief Executive) 16 years

Annette Flynn*    8 years

Hugh Friel* 3.5 years

Peter Gray* (Chairman)   8 years

Gary mcGann*   8 years

Barry mcGrane (Finance Director) 11 years

John Peter*  7 years

Alan Ralph 4.5 years

Philip Toomey* 4.5 years

Audit Committee 
name Length of service

Hugh Friel* Newly appointed

John Peter*   7 years

Philip Toomey* (Chairman)  4.5 years

Remuneration Committee 
name Length of service

Chris Brinsmead* 2.5 years

Hugh Friel* 3.5 years

Peter Gray* Newly appointed

Gary mcGann* (Chairman)   6 years

John Peter*   7 years

Philip Toomey* 4.5 years

nomination Committee 
name Length of service

Chris Brinsmead*  Newly appointed

Liam FitzGerald 12 years

Peter Gray* (Chairman)  6 years

Gary mcGann*  6 years

Philip Toomey*  4 years

Risk, Acquisitions & Finance 
Committee
(formerly the Acquisitions and Finance 

Committee) 

name Length of service

Chris Brinsmead* (Chairman) 2.5 years

Hugh Friel* 3.5 years

Peter Gray*   8 years

Gary mcGann*   7 years

1

4

7

10

2

5

8

11

3

6

9
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1. Chris Brinsmead*
Chris Brinsmead (53) was appointed a non-executive director 
of United Drug plc on 12 April 2010. Chris was formerly 
Chairman of Astrazeneca Pharmaceuticals UK, President of 
Astrazeneca UK and Ireland and President of The Association 
of the British Pharmaceutical Industry (ABPI). Chris is 
also a non-executive director of other companies including 
Domino Printing Sciences plc and is a former director of The 
Association of the British Pharmaceutical Industry. 

2. Chris Corbin
Chris Corbin (56) was appointed a director of United Drug 
plc on 20 June 2003 and is managing Director of the Sales, 
marketing & medical division. Chris founded Ashfield 
Healthcare Limited and previously held sales management 
positions with Parke Davis, Fisons, Astra and may & Baker. 
Chris was formerly Patron for SETPOINT Leicestershire, 
Chairman of Leicestershire Business Awards and a member 
of Derbyshire magistrates Bench. 

3. Liam FitzGerald - Chief Executive
Liam FitzGerald (47) was appointed a director on 23 October 
1996 and appointed Chief Executive on 1 October 2000. Liam 
joined United Drug plc in 1993 and was previously managing 
Director of United Drug Distributors. Prior to joining United 
Drug plc, Liam worked in Dimension marketing Limited 
and Jefferson Smurfit Group plc. Liam is currently a non-
executive director of Warner Chilcott plc and was formerly a 
non-executive director of C&C Group plc and Chairman of the 
marketing Society and Traidlinks. 

4. Annette Flynn*
Annette Flynn (46) was appointed a non-executive director of 
United Drug plc on 7 march 2011. Prior to being appointed 
as a non-executive director, Annette served as an executive 
director since 28 September 2004. Annette joined United 
Drug plc in 1996 and held various senior roles throughout 
the Group, including managing Director of the Packaging 
& Specialty division and Head of Group Strategy. Prior to 
joining United Drug plc, Annette held senior positions with 
Kerry Group plc working in their Irish, UK and US operations. 
Annette is also a non-executive director of Grafton Group plc.

5. Hugh Friel*
Hugh Friel (68) was appointed a non-executive director of 
United Drug plc on 29 April 2009. Hugh was formerly Chief 
Executive of Kerry Group plc and Chairman of Tourism 
Ireland. Hugh also previously worked with Aer Lingus, New 
york, mobile Oil Corp., London and Erin Foods, Ireland. 

6. Peter Gray* - Chairman
Peter Gray (58) is Chairman and non-executive director of 
United Drug plc. Peter was appointed Chairman on 7 February 
2012, having served as a non-executive director since 28 
September 2004. Peter formerly held senior executive 
positions in a number of Irish public companies the most 
recent being that of Vice Chairman and Chief Executive of 
ICON plc, the Irish based multinational pharmaceutical 
development services company. 

7. Gary McGann*
Gary mcGann (62) was appointed a non-executive director of 
United Drug plc on 28 September 2004 and was appointed the 
Senior Independent non-executive director on 20 November 
2007. Gary is Group Chief Executive of the Smurfit Kappa 
Group. Before joining the Jefferson Smurfit Group in 1998 as 
Chief Financial Officer, Gary held various senior executive 
positions in Irish industry. Gary is also Chairman of Aon 
mcDonagh Boland, a member of the European Round Table of 
Industrialists (ERT), Deputy Chairman of the Confederation of 
European Paper Industries (CEPI) and a director of IBEC. 

8. Barry McGrane - Finance Director
Barry mcGrane (49) was appointed a director on 31 August 
2001. Barry joined United Drug plc in 1993 and has held 
various senior finance roles throughout the Group and also 
that of Company Secretary. Formerly, Barry worked with 
Reflex Investments plc and Andersen, Dublin. 

9. John Peter*
John Peter (69) was appointed a non-executive director of 
United Drug plc on 1 September 2005. John is a member 
of the Board of Solvay UK Holdings Limited, responsible for 
co-ordinating Solvay’s business in the UK. John was formerly 
Chief Executive of Solvay Healthcare in the UK and Ireland and 
held various senior positions in research and development, 
international marketing and business development in Europe 
and the US. 

10. Alan Ralph
Alan Ralph (43) was appointed a director on 19 June 2008. 
Alan joined United Drug plc in 1999 and currently holds 
responsibility for the Healthcare Supply Chain division. Prior 
to this, Alan held various roles throughout the Group including 
managing Director of the Pharma Wholesale division and 
Group Financial Controller. Formerly, Alan worked with Banta 
Corporation and Price Waterhouse. 

11. Philip Toomey*
Philip Toomey (59) was appointed a non-executive director 
of United Drug plc on 27 February 2008. Philip was formerly 
Global Chief Operating Officer for the financial services 
industry practice of Accenture. Philip has wide ranging 
international consulting experience and was a member of the 
Accenture Global Leadership Council. Philip is also a non-
executive director of Kerry Group plc.

* non-executive director.
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Directors’ Statement on Corporate Governance

The directors strive to maintain the highest standards of corporate governance. This statement details how the Company applies 
the main principles and provisions of the 2010 UK Corporate Governance Code (‘the Code’) and the Irish Corporate Governance 
Annex (‘the Annex’), which applied to the Company for the year ended 30 September 2012. The Board welcomes corporate 
governance developments including the publication of the updated UK Corporate Governance Code (2012) which applies to the 
Group for the year ending 30 September 2013.

Board of directors
Role
The Board is responsible for the leadership, oversight and the long-term success of the Group. The Board has reserved certain 
items for its review including the approval of Group strategic plans, financial statements, budgets, risk management, significant 
acquisitions and disposals, investments in significant joint ventures, significant property transactions, significant capital 
expenditure, dividends and board appointments.

The roles of Chairman and Chief Executive are separate with a clear division of responsibility between them. The Board has 
delegated responsibility for the management of the Group, through the Chief Executive, to executive management. The Board has 
also delegated some of its responsibilities to board committees, details of which are set out on pages 29 to 31. The Board receives 
reports at its meetings from the Chairman of each committee on current activities. 

Non-executive directors are expected to constructively challenge and debate management proposals and to examine and review 
management performance in meeting agreed objectives and targets. In addition, they are expected to input their knowledge and 
experience in respect of any challenges facing the Group and in relation to the development of strategy and strategic plans.

All directors are required to allocate sufficient time to the Group to discharge their responsibilities effectively.

The Group’s professional advisers are available for consultation by the Board as required. Individual directors may seek independent 
professional advice at the Group’s expense, where they judge it necessary to discharge their responsibility as a director.

Membership, size and structure
The Board is comprised of eleven directors, four executive directors and seven non-executive directors. Biographical details are 
set out on page 27.

It is board policy that a majority of the Board is comprised of non-executive directors and that the Chairman is a non-executive director.

The Board believes the current board size and structure to be appropriate as it facilitates proper representation of the business 
through the executive directors, while ensuring independence is maintained. The current size and structure also ensures that the 
Board continues to have the appropriate skills, expertise and experience necessary to enable it and its committees to discharge their 
responsibilities effectively and also enable the Committees to operate without undue reliance on individual non-executive directors.

The Chairman ensures that the skills, expertise and experience of the Board are harnessed to best effect in addressing significant 
issues facing the Group by ensuring; (i) directors are properly informed on all matters; (ii) that discussions foster constructive 
challenge and debate; and (iii) that adequate time is provided for discussions so that the view of each director is presented and 
considered. 

The balance of skills, knowledge, experience and the tenure of the Board are regularly assessed and reviewed to ensure they 
remain appropriate and as a result the composition of the Board may change from time to time. There are currently no plans 
for the size or structure of the Board to materially change, however as noted in the Chairman’s Statement, to ensure continued 
phased renewal and refreshment and to further enhance diversity, a search for additional non-executive director candidates is 
currently being undertaken. The Board recognises the importance and benefit of diversity and is committed to achieving a greater 
level of diversity, including gender diversity. 

Independence of non-executive directors
The Board has evaluated the independence of each of its non-executive directors and has determined that each of the non-
executive directors, with the exception of ms. Flynn, is independent. In arriving at this conclusion, the Board considered many 
factors including the principles relating to independence contained in the Code. As with all directors, ms. Flynn brings independent 
judgement to bear on board related matters however due to ms. Flynn being a former employee of the Group she is determined 
not to be independent. 

On appointment as Chairman, mr. Gray met the independence criteria set out in the Code.

The Board has determined that at least half the Board, excluding the Chairman, is comprised of independent non-executive directors.
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Chairman
mr. Gray was appointed Chairman of the Board on 7 February 2012. The process undertaken relating to the appointment of 
mr. Gray as Chairman is set out on page 31. The Chairman leads the Board and has responsibility to ensure it is effective and 
efficient, that it considers the key strategic issues facing the Group and that the directors receive accurate, relevant, timely and 
clear information. In addition, the Chairman ensures appropriate and effective interaction with shareholders and that the Board is 
apprised of the views of shareholders.

Senior Independent non-executive director
mr. mcGann was appointed the Senior Independent non-executive director on 20 November 2007. mr. mcGann is available to 
shareholders who have concerns that cannot be addressed through the Chairman, Chief Executive or Finance Director and is 
available to meet major shareholders on request. mr. mcGann is also available to act as intermediary for directors, if necessary. 

Company Secretary
The appointment and removal of the Company Secretary is a matter for the Board. All directors have access to the advice and 
services of the Company Secretary, who is responsible for ensuring that board procedures are followed and that applicable rules 
and regulations are complied with. 

Meetings
The Board routinely meets at least six times a year and additionally as required. The Board usually makes at least one visit a year 
to a group subsidiary. As noted in the Chairman’s Statement, the Board met fourteen times during the year. Details of directors’ 
attendance at these meetings are set out on page 34.

The Chairman sets the agenda for each meeting in consultation with the Chief Executive and the Company Secretary. The agenda 
and board papers are circulated prior to each meeting to provide the directors with relevant information and enable them to fully 
consider the agenda items in advance of the meeting. In the event a director is unavailable to attend a board meeting, he or she 
can communicate their views on any items, to be raised through the Chairman at the meeting.

Appointment, retirement and re-election
The non-executive directors are engaged under the terms of a letter of appointment. A copy of the standard letter of appointment 
is available on request from the Company Secretary. It is board policy that non-executive directors are normally appointed for 
an initial term of three years. Non-executive directors are typically expected to serve two, three year terms however the Board 
may invite them to serve longer. After three years’ service and subsequently after six years’ service each non-executive director’s 
performance is reviewed by the Nomination Committee and a recommendation is made to the Board whether a further period of 
service is recommended. ms. Flynn’s term of appointment as a non-executive director is for two years. 

While the Group’s Articles of Association provide among other provisions that directors must submit themselves for re-election at 
least every three years, in accordance with the recommendation contained in the Code, the Board has adopted the practice that all 
directors shall retire at each Annual General meeting and, unless stepping down from the Board, offer themselves for re-election.

Induction, training and development
On appointment, directors are provided with briefing materials on the Group and its operations. Visits to group businesses 
and briefings with senior management are arranged as appropriate and ongoing briefings are also provided to all directors. 
The individual training and development requirements for each director are also reviewed. During the year the Board visited 
businesses in the UK, during which they received a tour of the facilities and met local management. Presentations by internal and 
external parties are also made to the Board and committees, as appropriate. 

Remuneration, share ownership and share dealing
Details of directors’ remuneration and share ownership are set out in the Report on Directors’ Remuneration on pages 35 to 43. Since 
2010 it has been company practice to put the remuneration report to a non-binding advisory vote at the Annual General meeting.

The Group has a policy on dealing in shares that applies to all directors and senior management. This policy adopts the terms of 
the model Code as set out in the Listing Rules. 
 
Board committees
The Board has established four permanent committees to assist in the execution of its responsibilities. These committees are 
the Audit Committee, Remuneration Committee, Nomination Committee and Acquisitions and Finance Committee, which was 
amended to the Risk, Acquisitions & Finance Committee post year end. 

Each committee has specific terms of reference under which authority is delegated to it by the Board. The terms of reference of 
each committee are reviewed annually and are available on the Group’s website. The current membership of each committee, and 
each member’s length of service, is set out in this report and on page 26. Details of attendance at the meetings held during the 
year are set out on page 34. The Chairman of each committee reports to the Board. The Chairman of each committee also attends 
the Annual General meeting and is available to answer questions from shareholders.
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Board committees (continued)
Audit Committee
The Audit Committee is comprised of three non-executive directors considered by the Board to be independent. The members of 
the Committee are mr. Toomey (Chairman), mr. Friel and Dr. Peter. On 7 February 2012, following his appointment as Chairman of 
the Board, mr. Gray retired from and mr. Friel was appointed a member of the Committee.

The Chief Executive, mr. FitzGerald and the Finance Director, mr. mcGrane, are not members of the Committee but normally 
attend meetings at the invitation of the Committee. In addition the Chairman of the Board, mr. Gray, attends meetings at the 
invitation of the Committee. The Head of Internal Audit and the external auditor also attend meetings and have direct access to the 
Chairman and the Committee for independent discussions. During the year the Committee met a number of times with the Head 
of Internal Audit and the external auditor without other executive management being present.

The Committee meets a minimum of three times a year. During the year under review the Committee met eight times. Details of 
attendance at the meetings held during the year are set out on page 34.

The Committee has determined that mr. Toomey, a Fellow of the Institute of Chartered Accountants in Ireland, is the Committee’s 
financial expert.

The Committee’s responsibilities include:

• monitoring the integrity of the Group’s financial statements;

• reviewing the effectiveness of the Group’s internal financial control and financial risk management systems;

• monitoring and reviewing the effectiveness of the Group’s internal audit function;

• monitoring and reviewing the external auditor’s independence and objectivity;

• making recommendations to the Board on the appointment, re-appointment or removal of the external auditor; and

•  reviewing the Group’s confidential reporting arrangements whereby employees can raise concerns about possible wrongdoing 
in confidence.

The Committee discharged these responsibilities during the year by: 

•  Reviewing the Group’s interim management statements which were issued in February and August 2012, the interim report 
for the six months ended 31 march 2012 and the preliminary announcement and the Annual Report for the year ended 30 
September 2012. The Committee’s review incorporated a review of the consistency of, or, any changes to significant accounting 
policies; significant judgemental areas; and disclosure and compliance requirements. During August 2012, the Committee 
reviewed the external auditor’s 2012 year end audit plan and during November 2012 reviewed in detail the 2012 report prepared 
by the external auditor relating to their year end audit. 

•  Discussing the Group’s internal financial control and financial risk management systems with management, the Head of 
Internal Audit and the external auditor; considering internal audit and external audit reports received; and discussing and 
reviewing the results of the Group’s financial internal control and financial risk management systems assessment.

•  The Committee reviewed and approved the internal audit function’s charter and audit plan and reviewed the adequacy of the 
resources of the internal audit function. Internal audit reports and resulting action points were also regularly reviewed and 
followed up to ensure resolution. Progress of the audit plan was also reviewed. 

•  The Committee monitored and reviewed the independence and objectivity of the external auditor by receiving confirmation 
from the external auditor that in their professional judgement they are independent from the Group, including details of their 
internal policies and procedures for maintaining independence and monitoring independence compliance. The Group external 
audit partner is replaced every five years and in this regard a new audit partner was appointed during the year. There are no 
contractual obligations which restrict the Committee’s choice of external auditor. 

  The Committee reviewed and monitored the Group’s policy on the hiring of former employees of the external auditor to senior 
managerial positions in the Group within three years of having previously been employed by the external auditor. 

  The Committee also reviewed and monitored the Group’s policy on the provision of non-audit services by the external auditor 
whereby the external auditor may not provide services which would result in it auditing its own firm’s work, conducting 
activities that would normally be undertaken by management, having a mutuality of financial interest with the Group, being 
predisposed to accept or insufficiently question the Group’s point of view or acting in an advocacy role for the Group. Other 
than as outlined, the Group does not impose an automatic ban on the external auditor undertaking non-audit work. The 
external auditor is permitted to provide non-audit services that are not, or are not perceived to be, in conflict with auditor 
independence, provided it has the skill, experience, competence and integrity and is considered by the Committee to be 
the most appropriate to undertake such work in the best interests of the Group. The engagement of the external auditor in 
non-audit work must be pre-approved by the Committee or entered into pursuant to pre-approved policies and procedures 
established by the Committee and approved by the Board. The nature, extent and scope of non-audit services provided to the 
Group by the external auditor and the economic importance of the Group to the external auditor were also monitored to ensure 
that independence and objectivity was not impaired. 

Directors’ Statement on Corporate Governance
continued
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Board committees (continued)
Audit Committee (continued)
  Details of amounts paid to the external auditor during the year for audit and other services are set out in note 3 to the financial 

statements. During the year the Committee gave approval to the external auditor providing non-audit services principally in 
relation to tax and transaction services. The Committee is satisfied that the fees paid to the external auditor for non-audit 
services did not compromise their independence.

•  The Committee recommended the re-appointment of the external auditor to the Board. Prior to making the recommendation, 
the Committee considered matters incorporating the effectiveness of the external auditor, the reasonableness of the fees 
charged by reference to certain benchmarks and the outcome of the independence and objectivity review.

• The Committee reviewed the Group’s confidential reporting policy and procedures. 

Remuneration Committee
Details of the composition and activities of the Committee during the year are set out in the Report on Directors’ Remuneration on 
pages 35 to 43. Details of attendance at the meetings held during the year are set out on page 34.

nomination Committee
The Nomination Committee is chaired by the Chairman of the Board and is comprised of a majority of non-executive directors 
considered by the Board to be independent. The members of the Committee are mr. Gray (Chairman), mr. Brinsmead, mr. 
FitzGerald, mr. mcGann and mr. Toomey. On 7 February 2012, mr. Kells retired as a member of the Committee upon his retirement 
from the Board and mr. Gray was appointed Chairman of the Committee. Also on 7 February 2012, mr. Brinsmead was appointed a 
member of the Committee.  

The Committee meets at least once a year. During the year under review the Committee met twice. Details of attendance at the 
meetings held during the year are set out on page 34.

The Committee’s responsibilities include:

•  reviewing the structure, size and composition, including the skills, knowledge and experience required by the Board, and 
making recommendations regarding any changes in order to ensure that the composition of the Board and committees is 
appropriate for the Group’s requirements;

• establishing processes for the identification of suitable candidates for appointment to the Board; and

• overseeing succession planning for the Board and senior management.

During the year the Committee reviewed and recommended to the Board the re-appointment of mr. Friel at the conclusion of his 
specified term of office, reviewed the Group’s succession plan for directors and senior management and reviewed the process for 
the identification of potential suitable candidates for appointment to the Board. 

A Nomination Sub-Committee, comprised of mr. mcGann (Chairman), mr. Kells and mr. Toomey, was engaged to identify a potential 
successor for the then Chairman, mr. Kells and to recommend a chosen candidate to the Board. The Sub-Committee met eight times 
and was assisted by Barry Herriott, an independent consultant specialising in top level management and board appointments. The 
Sub-Committee in consultation with the independent consultant determined that due to the calibre of internal candidates, there was 
no requirement to seek external candidates. Following conclusion of the process, the Sub-Committee recommended to the Board 
that mr. Gray succeed mr. Kells as Chairman of the Board, which was unanimously approved. 

Acquisitions and Finance Committee
The Acquisitions and Finance Committee advised the Board on matters relating to acquisitions and finance. At year end the 
Committee was comprised of mr. Gray (Chairman), mr. Brinsmead, mr. FitzGerald, ms. Flynn, mr. Friel, mr. mcGann and mr. 
mcGrane. On 7 February 2012, mr. Kells retired as a member of the Committee upon his retirement from the Board and mr. Gray 
was appointed Chairman of the Committee.

The Committee meets during the year as required. During the year under review the Committee met four times. Details of 
attendance at the meetings held during the year are set out on page 34.

Post year end the remit of the Committee was amended and extended to incorporate risk oversight and the Committee was 
accordingly re-named the Risk, Acquisitions & Finance Committee. The Committee is currently comprised of four non-executive 
directors considered by the Board to be independent. The members of the Committee are mr. Brinsmead (Chairman), mr. Friel, 
mr. Gray, and mr. mcGann. The Chief Executive, mr. FitzGerald and the Finance Director, mr. mcGrane are not members of the 
Committee but attend meetings at the invitation of the Committee.  
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Performance evaluation
The Board conducts an annual review of its own performance and that of its committees and of each individual director, including 
the Chairman. The review performed seeks to ensure all aspects of the Board are operating efficiently and effectively. The review 
also seeks to identify areas of strength and weakness in order to facilitate development.

During the year this review was primarily achieved through discussions held by the Chairman with directors on an individual 
basis and through a detailed questionnaire completed by each director. In addition, the Chairman also met with the non-executive 
directors as a group. The Senior Independent non-executive director met with the other non-executive directors, without the 
Chairman present, to review the performance of the Chairman, taking the views of the executive directors into account. The 
Chairman and the Senior Independent non-executive director provided the Board with a summary of the results of the evaluation 
process for consideration and discussion, the outcome of which was satisfactory. The methodology applied encompasses 
evaluation on an individual and group basis and provides a forum for open communication. 

The Board acknowledges the recommendation contained in the Code for evaluation of the Board to be externally facilitated at least 
every three years and accordingly has committed that the evaluation process in 2013 will be externally facilitated.

Internal control and risk management
The directors have overall responsibility for the Group’s internal control and risk management systems and for reviewing the 
effectiveness of these systems. 

The system of internal control is designed to manage, rather than eliminate, the risk of failure to achieve business objectives and 
can provide only reasonable but not absolute assurance against material misstatement or loss.

There is a continuous process for identifying, evaluating and managing the significant risks faced by the Group which has been in 
place during the year under review and up to the date on which the financial statements were signed. The Group’s management 
operates a risk management process, which identifies the key risks facing the business and during the year reported directly to the 
Board on how the risks are being managed. This is based on each business producing a risk register, which identifies its key risks, 
evaluates the probability of those risks occurring, the likely impact should the risks materialise and actions being taken to manage 
those risks to the desired level. This information is compiled and reviewed by the Risk Register Group, which includes executive 
directors. The Risk Register Group discusses these risks, and other risks faced at group level, and this process culminates in the 
Group risk register. During the year the Group risk register was reviewed and approved directly by the Board. With effect from October 
2012, the Group risk register will be reviewed by the Risk, Acquisitions & Finance Committee and the Chairman of the Committee will 
report to the Board regarding this matter. On an ongoing basis, management ensures that steps are taken to further embed internal 
control and risk management into the operations of the Group and to identify any areas for improvement.

The Audit Committee receives reports from both internal and external auditors and satisfies itself as to the adequacy of the 
Group’s internal financial control and financial risk management systems. The Chairman of the Audit Committee reports to the 
Board on significant matters considered by the Committee and the minutes of its meetings are circulated to all directors.

Further key procedures that have been established and are designed to provide effective internal control include:
• a management structure with clearly defined lines of responsibility and delegation of authority;

•  the approval by the Board of comprehensive annual budgets, and the monthly monitoring of performance against these 
budgets;

•  the preparation of the Group accounts is managed by group finance and supported by a network of finance personnel with 
appropriate expertise across the Group. The financial information for each entity is subject to review at both reporting entity 
and group level. The interim and annual group accounts are also reviewed by the Audit Committee in advance of being 
presented to the Board for approval;

• the approval by the Board for all major capital and acquisition projects; and

• the existence of an independent internal audit function, which reviews key business processes and controls.

The directors confirm that they have reviewed and are satisfied with the effectiveness of the internal control and risk management 
systems, which operated during the year covered by the financial statements and up to the date on which the financial statements 
were signed. In particular, they have considered the significant risks affecting the business and the way in which these risks are 
managed, controlled and monitored.

Directors’ Statement on Corporate Governance
continued
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Communication with shareholders
The Group recognises the importance of shareholder communications and has an established and ongoing investor relations 
programme. There is regular dialogue with institutional shareholders as well as general presentations at the time of the release 
of the annual and interim results. During the year the Chief Executive made a presentation at the Company’s Annual General 
meeting. In addition, executive directors met with investors in the UK, Ireland, Continental Europe and the US. An investor day 
was also held in London, which was attended by the Chairman and executive directors, with significant shareholders together 
with various analysts and brokers present. In addition to the investor day, the Chairman attended further meetings with significant 
shareholders during the year, when requested. The Board is briefed regularly on the views and concerns of institutional 
shareholders and receive analysts’ reports on the Company on a regular basis. 

Results announcements are released promptly to shareholders. Interim management statements were also issued in February 
and August 2012, in accordance with requirements under the EU Directive 2004/109/EC (‘the Transparency Directive’). In addition, 
information including acquisition details is notified to the stock exchange in accordance with the requirements of the Listing Rules.

The Group’s website, www.united-drug.com provides the full text of the annual and interim reports, investor presentations, interim 
management statements and other stock exchange announcements. 

The Group also responds throughout the year to numerous shareholder queries on a wide range of matters.

General meetings
The Company’s Annual General meeting affords shareholders the opportunity to question the Chairman and the Board. The Notice 
of Annual General meeting, the Form of Proxy and the Annual Report are issued to shareholders at least 21 working days before 
the meeting. At the meeting, resolutions are voted on by a show of hands of those shareholders attending, in person or by proxy. 
After each resolution has been dealt with, details are given of the level of proxy votes cast on each resolution and the number of 
votes for, against and withheld. If validly requested, resolutions can be voted by way of a poll whereby the votes of shareholders 
present and voting at the meeting are added to the proxy votes received in advance of the meeting and the total number of votes 
for, against and withheld for each resolution are announced. Details of proxy votes received are made available on the Company’s 
website following the meeting.

All other general meetings are called Extraordinary General meetings (EGms). An EGm called for the passing of a special 
resolution must be called by providing at least 21 clear days’ notice. Provided shareholders have passed a special resolution at 
the immediately preceding Annual General meeting and the Company allows shareholders to vote by electronic means, an EGm to 
consider an ordinary resolution may, if the directors deem it appropriate, be called by providing at least 14 clear days’ notice.

A quorum for a general meeting of the Company is constituted by three or more shareholders present in person or by proxy 
and entitled to vote. The passing of resolutions at a meeting of the Company, other than special resolutions, requires a simple 
majority. To be passed, a special resolution requires a majority of at least 75% of the votes cast.

Shareholders have the right to attend, speak, ask questions and vote at general meetings. The Company specifies record dates for 
general meetings, by which date shareholders must be registered on the Company’s register to be entitled to attend. Record dates 
are specified in the Notice of Annual General meeting. Shareholders may exercise their right to vote by appointing a proxy/proxies, 
by electronic means or in writing, to vote some or all of their shares. The requirements for the receipt of valid proxy forms are set 
out in the Notice of Annual General meeting. A shareholder, or a group of shareholders, holding at least 5% of the issued share 
capital of the Company, has the right to requisition a general meeting.

A shareholder, or a group of shareholders, holding at least 3% of the issued share capital of the Company, has the right to put 
an item on the agenda or to table a draft resolution for inclusion on the agenda of a general meeting, subject to any contrary 
provision in company law. 

Memorandum and Articles of Association
The Company’s memorandum and Articles of Association sets out the objects and powers of the Company and may be amended by 
a special resolution passed by the shareholders at a general meeting of the Company.

Corporate social responsibility
The Group’s corporate social responsibility policies and activities are summarised on pages 24 and 25.
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Compliance statement
The Board has taken the necessary steps to ensure compliance with the provisions set out in the Code and in the Annex 
throughout the year ended 30 September 2012.

Going concern
After making enquiries, the directors have a reasonable expectation that the Company, and the Group as a whole, have adequate 
resources to continue in operational existence for the foreseeable future. For this reason, they continue to adopt the going concern 
basis in preparing the financial statements.

Attendance at board and committee meetings
Attendance at board and committee meetings during year ended 30 September 2012 is set out below.

  Audit Remuneration nomination Acquisitions and
 Board Committee Committee Committee Finance Committee

 A B A B A B A B A B

C. Brinsmead(i)   14 14 - - 5 5 1 1 4 4
C. Corbin   14 13 - - - - - - - -
L. FitzGerald 14 14 - - - - 2 2 4 3
A. Flynn 14 14 - - - - - - 4 4
H. Friel(ii)  14 14 3 3 5 5 - - 4 4
P. Gray(iii) 14 14 5 5 2 2 2 2 4 4
R. Kells(iv) 6 6 - - 3 3 1 1 3 3
G. mcGann 14 14 - - 5 5 2 2 4 4
B. mcGrane 14 14 - - - - - - 4 4
J. Peter 14 14 8 8 5 5 - - - -
A. Ralph 14 14 - - - - - - - -
P. Toomey 14 13 8 8 5 5 2 2 - -

Column A details the number of meetings held during the year when the director was a member of the Board/Committee.
Column B details the number of meetings attended during the year when the director was a member of the Board/Committee.

(i) mr. Brinsmead was appointed a member of the Nomination Committee on 7 February 2012.
(ii) mr. Friel was appointed a member of the Audit Committee on 7 February 2012.
(iii)  mr. Gray ceased to be a member of the Audit Committee and was appointed a member of the Remuneration Committee on 7 

February 2012.
(iv)  mr. Kells retired from the Board, Remuneration Committee, Nomination Committee and Acquisitions and Finance 

Committee on 7 February 2012.

Directors’ Statement on Corporate Governance
continued
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Composition and Role
The Remuneration Committee is comprised of six non-executive directors considered by the Board to be independent. The members of the 
Committee are mr. mcGann (Chairman), mr. Brinsmead, mr. Friel, mr. Gray, Dr. Peter and mr. Toomey. On 7 February 2012, mr. Kells retired 
as a member of the Committee upon his retirement from the Board and mr. Gray was appointed a member of the Committee.  

The Chief Executive, mr. FitzGerald, is not a member of this committee but may be invited to attend meetings however is not present when 
his own remuneration is discussed. 

The Committee meets at least once a year. During the year under review the Committee met five times. Details of attendance at the 
meetings held during the year are set out on page 34.

The Committee’s responsibilities include:

• determining the Group’s policy on executive remuneration;

• considering and approving the remuneration of the executive directors and certain senior group executives; and

• reviewing the design of share incentive plans and approving the granting and vesting of awards under such schemes.

During the year the Committee reviewed executive remuneration arrangements to ensure that they continued to be aligned with 
shareholders’ interests and company strategy and also determined all aspects of executive remuneration, including the granting of 
awards under the Company’s Long Term Incentive Plan (LTIP). The Committee also approved the granting of awards under the Company’s 
Executive Share Option Plan (ESOP), reviewed the performance target of share options scheduled to vest and prepared this report on 
directors’ remuneration.

The Committee uses the services of external independent consultants to provide advice on compensation and remuneration matters as 
required. During the year the Committee engaged the London office of Deloitte LLP to provide advice on compensation and remuneration 
related matters, including advice on remuneration best practice developments, and additionally at the end of the 2012 financial year to 
undertake an Executive Remuneration Review. Following consideration of this and the Company’s remuneration policy, the Committee 
decided to implement changes to the remuneration arrangements for the 2013 financial year as set out on page 43. The Committee was 
exclusively responsible for appointing and setting the terms of reference of the consultant. While Deloitte LLP provided additional services 
to the Group during the year, the Committee is satisfied that the value of the relevant services received is not material to either party and do 
not consider there to be any conflict of interest in this regard. 

Remuneration policy
The Remuneration Committee aims to ensure that remuneration packages are competitive and that they will attract and retain individuals 
of the quality required and motivate them to perform in the best long term interests of shareholders.

Remuneration packages for executive directors generally consist of basic salary and benefits, performance related bonus, participation in 
the LTIP and pension benefits.

Share options are also granted under the ESOP to management, excluding participants in the LTIP, across the Group to encourage 
alignment with the long term interests of shareholders. An Employee Share Participation Scheme (ESPS) was also previously operated 
however this scheme is currently being wound down. 

The Company believes that shareholders are entitled to have a ‘say on pay’ and, accordingly, the Report on Directors’ Remuneration is 
presented to shareholders each year at the Company’s Annual General meeting for the purposes of an advisory vote.

Executive directors’ remuneration
Basic salary and benefits
The basic salaries of executive directors are reviewed annually having regard to personal performance, divisional and/or group 
performance, significant changes in responsibilities and competitive market practice in their area of operation. Employment-related 
benefits principally relate to the use of company cars and health benefits. No fees are payable to executive directors.

Performance related bonus
Annual bonuses are payable to the executive directors in respect of the financial year to 30 September, subject to the achievement of clearly 
defined performance targets. For 2012 and prior years the maximum bonus potential, as a percentage of basic salary, was 80% for the 
Chief Executive and 60% for the other executive directors. 

The performance targets for each executive director, which are also set annually, incorporate targets for group profitability based upon 
a challenging budget approved by the Board and personal goals. The performance targets for mr. Corbin and mr. Ralph also incorporate 
targets for divisional profitability based on budget. The weighting of the performance targets varies. For the 2012 financial year, 50% to 66% 
of bonus potential was for divisional and/or group performance and 33% to 50% of bonus potential was for the achievement of personal 
goals. Personal goals are aligned to support the long term success of the Group and generally incorporate strategic, talent development 
and governance related objectives, which are also weighted to ensure further alignment with the requirements of the Group.  

Report on Directors’ Remuneration
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Executive directors’ remuneration (continued)
Performance related bonus (continued)
For the 2012 financial year, the Committee has determined that the Group and divisional targets were substantially achieved. Personal 
performance targets were also generally met. However the level of achievement varied by individual and in accordance with the weighting 
of personal targets.   

Share Incentive Scheme
The share incentive scheme was closed during 2010. The scheme was previously operated for executive directors and senior executives, 
excluding the Chief Executive. Under the terms of the scheme, the Committee could award shares, on a contingent basis, with a value of 
up to a maximum of 20% of basic salary where superior annually set financial targets were achieved. Shares which were awarded under 
the scheme were subject to restrictions, primarily the risk of forfeiture of the shares awarded, should the employee leave the Group within 
three years. The cost of this scheme has been recognised over the vesting period. 

Long Term Incentive Plan
The LTIP, approved by shareholders at the Company’s 2010 Annual General meeting, replaced the share incentive scheme and the 
Chief Executive’s former Long Term Incentive Plan. The scheme is designed to encourage alignment with the long term interests 
of shareholders. Awards are granted at the discretion of the Remuneration Committee and are subject to a vesting period and the 
satisfaction of challenging performance targets, the details of which are set out on page 40. Under the Plan the market value of an award 
may not exceed 150% of a participant’s base salary in any plan year. During the 2012 financial year, in line with practice to date, the Chief 
Executive received an award equivalent to 75% of his base salary while the remaining executive directors received an award equivalent to 
50% of their base salary. Awards will normally vest no earlier than the third anniversary of the award date and in the case of share options 
cannot normally be exercised later than the seventh anniversary of the award date. The cost of this scheme is recognised over the vesting 
period. 

The LTIP rules provide for the granting of awards, up to a maximum of 10% of the Company’s issued share capital over a ten year period, 
taking account of any other share scheme operated by the Company and also provide for a claw back of awards by the Remuneration 
Committee in the event that within twelve months the basis on which awards were determined to vest is shown to be manifestly misstated.

Executive Share Option Plan/Executive Share Option Scheme
The ESOP, approved by shareholders at the Company’s 2010 Annual General meeting, replaced the 2002 Executive Share Option 
Scheme (ESOS). Share options are granted under the ESOP to management across the Group, excluding participants in the LTIP, to 
encourage alignment with the long term interests of shareholders. Similar to the LTIP, share options are granted at the discretion of 
the Remuneration Committee and are subject to a vesting period and the satisfaction of challenging performance targets, the details of 
which are set out on page 42. Share options granted will normally vest no earlier than the third anniversary of the award date and cannot 
normally be exercised later than the seventh anniversary of the award date. 

Share options granted under the former ESOS have a vesting period of three years for Basic Tier share options and five years for Second 
Tier share options and are subject to meeting specific performance targets. Details of the ESOS performance targets are also set out in 
this report on page 42.

The cost of the ESOP and ESOS are recognised over the vesting period.

The ESOP rules provide for the granting of awards, up to a maximum of 10% of the Company’s issued share capital over a ten year period, 
taking account of any other share scheme operated by the Company and also provide for a claw back of awards by the Remuneration 
Committee in the event that within twelve months the basis on which awards were determined to vest is shown to be manifestly misstated.

Pensions
All pension benefits are determined solely in relation to basic salary. Fees paid to non-executive directors are not pensionable.

mr. Ralph participates in a defined benefit pension plan, which is accrued annually to provide up to 55% of his final pensionable salary at 
retirement. mr. Corbin is a member of a defined contribution pension plan with contributions capped at the permitted level under UK tax 
legislation.

Following further changes in Irish and UK tax legislation during the prior year, mr. Corbin, mr. FitzGerald and mr. mcGrane accepted an 
alternative arrangement whereby they each receive a supplementary taxable non-pensionable cash allowance equal to the cost to the 
Group of their pension benefit foregone, further details of which are provided in note (i) to the directors remuneration table.

Share ownership guidelines
To ensure continued alignment of executive director interests with those of shareholders, share ownership guidelines were formally 
established in December 2012. Under the share ownership guidelines, each executive director is encouraged to build, over a five year 
period, a shareholding in the Company with a valuation at least equal to their annual basic salary. The existing shareholdings held by the 
executive directors, as shown on page 42, are predominantly substantially in excess of these guidelines.

Service contracts
Executive director service contracts can be terminated by the Company giving 12 months notice.

Report on Directors’ Remuneration
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non-executive directors’ remuneration
The remuneration of the non-executive directors is determined by the Board. The fees paid to non-executive directors are set at a 
level which will attract individuals with the necessary experience and ability to make a substantial contribution to the Group’s affairs 
and reflect the time and commitments of their board duties. A basic fee is paid to non-executive directors with additional fees paid 
to the members of committees, chairmen of committees and to the Chairman of the Board. The non-executive directors do not 
participate in the Company’s performance-related cash or equity incentive plans.

Directors’ remuneration
A pay freeze on executive director salaries and non-executive director fees was instituted in 2010 and continued in 2012. However during 
2012 mr. Corbin was awarded a 7% salary increase following a review of his role and responsibilities following significant growth in his 
division both organically and through acquisition. 

Directors’ remuneration 2012

Basic
salary/fees

Other
fees

Benefits
in kind

Cash
performance

bonus

Pension
contribution
or equivalent(i) Sub-total

LTIP
expense(ii)

ESOS
expense(iii)

Total
2012

€’000 €’000 €’000 €’000 €’000 €’000 €’000 €’000 €’000

Executive directors
C. Corbin 344 - 49 189 175 757 92 (17) 832
L. FitzGerald 570 - 42 410 228 1,250 245 (51) 1,444
B. mcGrane 304 - 23 164 122 613 87 (28) 672
A. Ralph 333 - 25 181 72 611 95 (31) 675
Sub-total 1,551 - 139 944 597 3,231 519 (127) 3,623

non-executive directors
C. Brinsmead 48 9 - - - 57 - - 57
A. Flynn(iv) 48 30 - - - 78 - - 78
H. Friel 48 9 - - - 57 - - 57
P. Gray(v) 48 77 - - - 125 - - 125
R. Kells(v) 17 38 - - - 55 - - 55
G. mcGann 48 19 - - - 67 - - 67
J. Peter 48 9 - - - 57 - - 57
P. Toomey 48 15 - - - 63 - - 63
Sub-total 353 206 - - - 559 - - 559
Total 1,904 206 139 944 597 3,790 519 (127) 4,182

On 19 November 2012, 26,994 shares awarded to mr. Corbin under the share incentive scheme vested in accordance with the 
scheme rules and were released from trust.

Directors’ remuneration 2011

Basic
salary/fees

Other
fees

Benefits
in kind

Cash
performance

bonus

Pension
contribution
or equivalent(i) Sub-total

ESOS
expense(ii)

LTIP
expense(iii)

Total
2011

€’000 €’000 €’000 €’000 €’000 €’000 €’000 €’000 €’000
Executive directors
C. Corbin 309 - 31 172 166 678 57 53 788
L. FitzGerald 570 - 41 405 207 1,223 78 142 1,443
A. Flynn(iv) 89 - 11 - 18 118 - 7 125
B. mcGrane 304 - 22 135 111 572 41 50 663
A. Ralph 333 - 24 118 72 547 43 55 645
Sub-total 1,605 - 129 830 574 3,138 219 307 3,664

Non-executive directors
C. Brinsmead 48 9 - - - 57 - - 57
A. Flynn(iii) 27 21 - - - 48 - - 48
H. Friel 48 9 - - - 57 - - 57
P. Gray 48 19 - - - 67 - - 67
R. Kells 48 109 - - - 157 - - 157
G. mcGann 48 19 - - - 67 - - 67
J. Peter 48 9 - - - 57 - - 57
P. Toomey 48 9 - - - 57 - - 57
Sub-total 363 204 - - - 567 - - 567
Total 1,968 204 129 830 574 3,705 219 307 4,231

The following shares awarded under the share incentive scheme vested on 1 December 2010 in accordance with the scheme rules:  
mr. Corbin; 19,508, ms. Flynn; 9,487, mr. mcGrane; 16,410 and mr. Ralph; 11,026. These shares together with the 61,538 shares which 
vested on 22 December 2009 in accordance with the scheme rules to mr. FitzGerald were released from trust on 14 march 2011. Sh
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Directors’ remuneration (continued)
(i)  Irish and UK tax legislation impose penalty taxes on annual pension contributions and increases in pension fund values accruing 

to individual employees where proscribed maximum amounts are exceeded. As a result of legislative changes, the Remuneration 
Committee determined that impacted executive directors should either continue to accrue pension benefits as previously, or 
alternatively accept pension benefits limited by the revised proscribed maximum amounts and receive a supplementary taxable 
non-pensionable cash allowance equal to the cost to the Group of the pension benefit foregone.

  The alternative arrangements were accepted by mr. FitzGerald and mr. mcGrane with effect from 8 December 2010 and by mr. 
Corbin with effect from 5 April 2011. mr. FitzGerald and mr. mcGrane were members of a defined benefit pension scheme therefore 
their existing pension fund values have been frozen at the permitted levels and they received a supplementary taxable non-
pensionable cash allowance equal to the cost to the Group of the pension benefits foregone. The Remuneration Committee was 
advised independently on this matter by a firm of actuaries, Aon Hewitt, separately from the then ongoing advisers to the pension 
fund, mercer. As an additional safeguard in setting the rate of the supplementary cash allowance, the Committee has retained the 
right to review the rate after five years, should market conditions such as long-term interest rates materially change this actuarial 
equivalence. mr. Corbin is a member of a defined contribution scheme therefore his pension contributions are capped at the 
permitted level and he accrued a supplementary taxable non-pensionable cash allowance equal to pension contributions foregone.

  The amount of the allowance awarded to each director has been set by the Remuneration Committee such that there is no 
additional cost to the Group from the arrangement. 

(ii)  Vesting of awards granted under the LTIP is contingent upon the satisfaction of performance targets, which are set out on  
page 40. The LTIP expense is calculated in accordance with IFRS 2 Share-based Payment.  

(iii)  Vesting of share options granted under the former share option scheme is contingent upon the satisfaction of performance targets, 
which are set out on page 42. During the year the Remuneration Committee determined that the performance target for Basic Tier 
share options granted on 11 June 2009 had not been satisfied and that such share options had lapsed thereby resulting in a net 
credit to the income statement, calculated in accordance with IFRS 2 Share-based Payment. 

(iv)  Other fees earned by ms. Flynn include €21,000 (2011: €16,000) for consultancy services provided to the Group. ms. Flynn resigned 
as an executive director and was appointed a non-executive director on 7 march 2011.

(v) mr. Kells retired from the Board and mr. Gray was appointed Chairman on 7 February 2012.

During the 2012 financial year, the Chief Executive, mr. FitzGerald acted as a non-executive director for C&C Group plc and Warner 
Chilcott plc. mr. FitzGerald retained fees totalling €84,238 (2011: €96,445) in respect of these appointments. mr. FitzGerald was also 
granted 28,660 (2011: 10,100) share options in Warner Chilcott plc in respect of this position. mr. FitzGerald held a total of 47,730 (2011: 
19,070) share options in Warner Chilcott plc at 30 September 2012. mr. FitzGerald resigned as a non-executive director of C&C Group 
plc on 29 February 2012. 

Directors’ pension benefits
The pension benefits attributable to existing executive directors under the defined benefit pension scheme are as follows:

Increase in accrued
pension during the year

(excluding inflation)
2012

Transfer value
of increase

2012

Accumulated accrued
pension at year end

2012

€’000 €’000 €’000

L. FitzGerald - - 211
B. mcGrane - - 115
A. Ralph 6 54 56
 6 54 382

Increase in accrued
pension during the year

(excluding inflation)
2011

Transfer value
of increase

2011

Accumulated accrued
pension at year end

2011
€’000 €’000 €’000

L. FitzGerald - - 211
A. Flynn - - 62(i) 

B. mcGrane - - 115
A. Ralph 8 58 51
 8 58 439

(i)  Represents accrued pension up to 7 march 2011.

Accrued pension shown is that which would be paid annually on normal retirement date.

Report on Directors’ Remuneration
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Directors’ remuneration (continued)
Share incentive scheme
Details of outstanding shares awarded under the share incentive scheme are set out below.

1 October
2011

number

Vested
 in year 
number

30 September
2012

number

C. Corbin 26,994 - 26,994
 26,994 -  26,994

26,994 shares were awarded to mr. Corbin in recognition of the performance by the Sales, marketing & medical division in respect of 
the 2009 financial year. 17,804 shares were acquired from market on 19 November 2009 at a price of €2.30 per share. As reported on 
page 37, the 26,994 shares vested in accordance with the scheme rules and were released from trust on 19 November 2012.

LTIP 
Details of outstanding share options granted under the LTIP to directors are set out below.

1 October
2011

number

Granted
in year

number

30
September 

2012
number

Weighted
average

option price
of share 
options

outstanding
 at 30

September
2012

€

C. Corbin   137,617 77,832 215,449 0.05
L. FitzGerald   373,544 185,869 559,413 0.05
B. mcGrane   132,815 66,086 198,901 0.05
A. Ralph   145,266 72,282 217,548 0.05
   789,242 402,069 1,191,311  

Share options Exercise price Performance period Vesting date Expiry date(i)

Market price  
of award(ii)

number € €

Chris Corbin 77,832 0.05 1 October 2011 - 30 September 2014  24 may 2015  23 may 2019 2.30
66,088 0.05 1 October 2010 - 30 September 2013  20 may 2014  19 may 2018 2.31

1,599 0.05 1 October 2009 - 30 September 2012  14 June 2013  13 June 2017 2.12(iii)

 69,930 0.05 1 October 2009 - 30 September 2012  14 June 2013 13 June 2017 2.32
 215,449      

L. FitzGerald 185,869 0.05 1 October 2011 - 30 September 2014  24 may 2015  23 may 2019 2.30
185,064 0.05 1 October 2010 - 30 September 2013  20 may 2014  19 may 2018 2.31

4,213 0.05 1 October 2009 - 30 September 2012  14 June 2013 13 June 2017 2.12(iii)

 184,267 0.05 1 October 2009 - 30 September 2012  14 June 2013 13 June 2017 2.32
 559,413      

Barry mcGrane 66,086 0.05 1 October 2011 - 30 September 2014  24 may 2015  23 may 2019 2.30
65,800 0.05 1 October 2010 - 30 September 2013  20 may 2014  19 may 2018 2.31

1,498 0.05 1 October 2009 - 30 September 2012  14 June 2013 13 June 2017 2.12(iii)

 65,517 0.05 1 October 2009 - 30 September 2012  14 June 2013 13 June 2017 2.32
 198,901      

Alan Ralph 72,282 0.05 1 October 2011 - 30 September 2014  24 may 2015  23 may 2019 2.30
71,969 0.05 1 October 2010 - 30 September 2013  20 may 2014  19 may 2018 2.31

1,638 0.05 1 October 2009 - 30 September 2012  14 June 2013 13 June 2017 2.12(iii)

 71,659 0.05 1 October 2009 - 30 September 2012  14 June 2013 13 June 2017 2.32
 217,548      

(i) Awards will lapse at close of business on the expiry date.
(ii) Represents market value of share price on date immediately preceding grant date.
(iii) Represents dividend equivalent award, which was calculated in accordance with the rules of the LTIP.
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Directors’ remuneration (continued)
LTIP (continued)
The vesting of awards granted under the LTIP is subject to the satisfaction of the following performance targets:

(a) Total Shareholder Return (TSR) performance target
Up to 50% of the award will vest depending upon the Company’s TSR over the three-year performance period compared with 
the TSR of constituents of the FTSE 250 Index (2011: constituents of the mSCI Europe Health Care Index).

The extent of the award, subject to the TSR performance target, vesting will be determined as follows:

Company’s TSR ranking Proportion vesting 
Below median  0%
At median  25%
Between median and upper quartile 25% to 100% pro-rata
At or above upper quartile  100%

TSR is based upon the return that a company has provided for its ordinary shareholders, reflecting share price movements and 
assuming reinvestment of dividends.

The Committee may from time to time and at their discretion modify the peer group. Following review and in consultation with 
Deloitte LLP, during the year the Committee amended the peer group from the mSCI Europe Health Care Index to the FTSE 250 
Index, commencing with the award granted during the 2012 financial year, as it was determined to be a more appropriate peer 
group. 

(b) Cash flow performance target
Up to 50% of the award will vest depending upon the Company’s aggregate cash flow performance over the three-year 
performance period.

The extent of the award, subject to the cash flow performance target, vesting will be determined as follows:

Aggregate cash flow performance Proportion vesting
Below 80% EBIT conversion rate 0%
At 80% EBIT conversion rate* 25%
Between 80% and 90% conversion rate* 25% to 100% pro-rata
At or above 90% EBIT conversion rate* 100%

*      vesting under the cash flow performance target is also contingent on an aggregate minimum cash flow generation by the 
Company of €200 million (2011: €200 million) over the three-year performance period.

At 30 September 2012 senior executives, excluding the executive directors, had options to subscribe for 312,996 (2011: 177,812) 
shares in accordance with the terms of the LTIP. The share-based payment expense recognised in the income statement in respect 
of these share options amounted to €132,035 (2011: €67,490).

Report on Directors’ Remuneration
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Directors’ remuneration (continued)
ESOP/ESOS
A summary of share options outstanding to directors and the secretary, including family interests, under the former ESOS and 
current ESOP is set out below. Share options have not been granted to directors under the ESOP as directors participated in the 
LTIP. Details of the executive share option schemes are set out in this report and in note 27.

Share options exercised during year

1 October
2011

number

Granted
in year

number

Exercised
in year

number

Lapsed
in year (i) 

number

30
September 

2012
number

Weighted
average

option price
of share 
options

outstanding
 at 30

September
2012

€

Weighted
average
exercise

price
€

Weighted
average
market 

price
at date of

exercise
€

Basic Tier share options
C. Corbin(ii) 524,000 - (52,500) (200,500) 271,000 3.16 1.90 2.15
L. FitzGerald 790,400 - (105,000) (297,400) 388,000 3.25 1.90 2.30
B. mcGrane 487,100 - (52,500) (158,600) 276,000 3.14 1.90 2.16
A. Ralph 419,500 - - (173,500) 246,000 3.09 - -
K. Geoghegan (Company Secretary) 50,000 - - (25,000) 25,000 4.06 - -
 2,271,000 - (210,000) (855,000) 1,206,000    

 
Second Tier share options
C. Corbin(ii) 402,500 - (105,000) - 297,500 3.28 1.90 2.15
L. FitzGerald 440,000 - (140,000) - 300,000 3.63 1.90 2.30
B. mcGrane 215,000 - (35,000) - 180,000 3.55 1.90 2.27
A. Ralph 197,500 - (17,500) - 180,000 3.59 1.90 2.13
K. Geoghegan (Company Secretary) 10,000 - - - 10,000 3.95 - -
 1,265,000 - (297,500) - 967,500    

ESOP share options
C. Corbin(ii) 20,000 70,000 - - 90,000 2.14 - -
K. Geoghegan (Company Secretary) 20,000 40,000 - - 60,000 2.17 - -
 40,000 110,000 - - 150,000    

(i)  During the year the Remuneration Committee determined that the performance target for Basic Tier share options granted on 
11 June 2009 had not been satisfied and that such share options had lapsed.

(ii) Includes family interests, mr. Corbin was not personally granted any share options under the ESOP.

The closing share price at 30 September 2012 was €2.95. At 30 September 2012, the number of share options outstanding, including 
unvested share options, with an exercise price below €2.95 were: mr. Corbin; 291,000, mr. FitzGerald; 148,000, mr. mcGrane; 131,000, 
mr. Ralph; 131,000 and ms. Geoghegan; 60,000.

Exercise dates
Currently Within Between Between 

exercisable 1 year 1-2 years 2-5 years

Basic Tier share options 
C. Corbin(i) 76% 24% - -
L. FitzGerald 74% 26% - -
B. mcGrane 82% 18% - -
A. Ralph 82% 18% - -
K. Geoghegan (Company Secretary) - 100% - -

Second Tier share options
C. Corbin(i) 32% 68% - -
L. FitzGerald 8% 92% - -
B. mcGrane 14% 86% - -
A. Ralph 14% 86% - -
K. Geoghegan (Company Secretary) - 100% - -

ESOP share options
C. Corbin(i) - 22% - 78%
K. Geoghegan (Company Secretary) - 33% - 67%

(i)  Includes family interests, mr. Corbin was not personally granted any share options under the ESOP.
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Directors’ remuneration (continued)
ESOP/ESOS (continued)
These share options are exercisable for a period of either:

•  seven years from the third anniversary of the date on which the share options were granted (Basic Tier share options);

•  five years from the fifth anniversary of the date on which the share options were granted (Second Tier share options); or

•  four years from the third anniversary of the date on which the share options were granted (ESOP share options).

None of the share options expire prior to 1 July 2013.

At 30 September 2012 management, excluding the executive directors and family interests, had options to subscribe for a 
maximum of 8,184,500 (2011: 7,026,000) shares in accordance with the terms of the ESOS and ESOP. The share-based payment 
expense recognised in the income statement in respect of these share options totalled €208,861 (2011: €520,892).

The vesting of share options is subject to the following performance targets:

Share options granted after 13 February 2002 and up to and including 8 February 2010:

•   Basic Tier share options are exercisable only when EPS growth exceeds the growth of the Irish Consumer Price Index by 5% 
compounded, over a period of at least three years subsequent to the granting of the share options.

•   Second Tier share options are exercisable only when EPS growth exceeds the growth of the Irish Consumer Price Index by 
10% compounded, over a period of at least five years subsequent to the granting of the share options. In addition to this 
requirement, Second Tier share options may only be exercised if EPS growth over the same period places the Company:

 (1)   In the top 25% of companies listed on the ISEQ index, in which case these share options may be exercised in their entirety;

 (2)  In the midpoint position of companies listed on the ISEQ index, in which case half of the share options may be exercised;

 (3)   Between the midpoint and the top 25% of companies listed on the ISEQ index, in which case the proportion of the share 
options which may be exercised increases on a straight line basis;

 (4)  Below the midpoint position of companies listed on the ISEQ index, in which case no share options may be exercised.

Share options granted after 8 February 2010 are exercisable if:
•   EPS growth is not less than the movement in the Irish Consumer Price Index, plus 3%, compounded, over the performance period.

Details of all share options outstanding to directors and the secretary, including family interests, will be available for inspection at 
the Company’s forthcoming Annual General meeting.

Directors’ interests in share capital
The beneficial interests, including family interests, of the directors and secretary in office at 30 September 2012 in the ordinary 
share capital of the Company were as follows:

30 September 2012 1 October 2011
number number

C. Brinsmead 15,000 15,000
C. Corbin 1,862,681 1,862,681
L. FitzGerald 812,017 787,017
A. Flynn 184,733 184,733
H. Friel 21,435 20,775
P. Gray 100,000 20,000
G. mcGann 8,177 8,177
B. mcGrane 805,167 748,091
J. Peter 5,000 5,000
A. Ralph 107,588 97,588
P. Toomey 84,334 84,334
K. Geoghegan (Company Secretary) 14,990 14,990

The directors and secretary have no beneficial interests in any Group subsidiary or joint venture undertakings. 

On 19 November 2012, mr. Corbin sold 26,994 shares at Stg£2.33 per share following the vesting and release from trust of 
such shares under the Company’s former share incentive scheme. On 23 November 2012 mr. mcGrane exercised 56,000 share 
options at €1.99 per share option and subsequently sold 45,000 shares on 26 November 2012 at Stg£2.36 per share.
 

Report on Directors’ Remuneration
continued
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Remuneration arrangements amendments for 2013
In 2012 the Company took some significant strategic steps and also delisted from Dublin making London its primary trading 
market and will subsequently be included in the FTSE 250 Index with effect from 24 December 2012. 

Against this background, the Committee, with support from Deloitte LLP, undertook a review of remuneration arrangements to ensure 
that they continued to meet the aim of the remuneration policy. The Committee concluded that the level of variable remuneration awards 
being offered by the Company was significantly below that of comparative companies and that the arrangements did not sufficiently 
incentivise out-performance of the Company’s key performance metrics; earnings and cash generation.     

Amendments to the executive directors’ 2013 remuneration arrangements were therefore approved by the Committee as set out below 
however the pay freeze on executive director salaries, which has largely been in place since 2010, will remain for the 2013 financial year, 
other than the salary of mr. Ralph, which will be reviewed upon his appointment as Chief Financial Officer in June 2013.

Performance Related Bonus
For the Chief Executive, the maximum bonus potential, as a percentage of basic salary, will increase from 80% to 100% but 
the maximum bonus for “on target” performance will reduce from 80% to 70%. In addition, whereas previously 50% of bonus 
potential was based on personal goals, and 50% on financial goals, for 2013 personal goals will accrue a maximum of 20%. 
For other executive directors the maximum bonus potential will increase from 60% to 100% but the reward for “on target” 
performance will remain 60%. Similar to the arrangements for the Chief Executive, the majority of the incentive will be based 
on the achievement of financial goals, and the element attributed to personal goals will be smaller than heretofore. The 
increased bonus potential for all executive directors will only be earned through achievement of a stretch target based on out-
performance over a challenging group, and where applicable, divisional target.  

LTIP
Under the LTIP approved by shareholders at the Company’s 2010 Annual General meeting, the market value of an award may 
not exceed 150% of a participant’s base salary in any plan year. The LTIP award for the 2013 financial year, as a percentage of 
base salary, will increase from 75% to 100% for the Chief Executive and from 50% to 100% for the other executive directors. As 
per previous LTIP awards, 50% of the award will require the achievement of a TSR performance target and 50% of the award will 
require achievement of a cash flow performance target. 

The increased TSR stretch element will be subject to the pro-rata performance target as per the award granted in the 2012 
financial year. However it will only be earned, if additionally, an underpin requiring that EPS growth is not less than the 
movement in the Irish Consumer Price Index, plus 3%, compounded, over the performance period, is achieved.

The cash flow target will require 100% (previously 90%) EBIT cash conversion for maximum vesting to be achieved, with pro-
rating of the award vesting adjusted accordingly. In addition, the cash flow underpin will increase to €264 million, excluding 
acquisition cash flows (previously €200 million). 

The Committee believes these amendments to the remuneration arrangements will ensure that the Company retains and 
attracts talent critical to the Company’s continued growth, internationalisation and achievement of strategic goals, are 
sufficiently stretching, provide an appropriate balance between fixed and variable remuneration and are in the best interests of 
shareholders. 

Also following review, the Committee determined that the LTIP award for the 2013 financial year should be made during the 
grant period following the release of the Company’s 2012 final results, accordingly, the following LTIP award of nominal value 
share options was granted on 7 December 2012: mr. Corbin; 107,462, mr. FitzGerald; 172,563 and mr. Ralph; 100,661. The ESOP 
award for the 2013 financial year was also granted on 7 December 2012 with ms. Geoghegan receiving an award, subject to 
similar performance conditions to the prior year ESOP award, of 30,200 share options with an exercise price of Stg£2.68. 

Other than as set out in this report, there have been no further changes in the interests of the directors, the secretary and their 
families in the share capital of the Company or group companies between 30 September 2012 and 17 December 2012.

On behalf of the Remuneration Committee

G. McGann  P. Gray 
Director  Director
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Principal Risks and Uncertainties 

The Group and the Company are required to give a description of the principal risks and uncertainties which they face, details of 
which are set out below.

Details of the Group’s internal control and risk management systems are also set out in the Directors’ Statement of Corporate 
Governance on page 32.

Risk Mitigation 
 
major health policy change and/or continued austerity 
gives rise to a significant deterioration in the ongoing 
ability of governments or other payers to fund healthcare, 
which may adversely affect the Group’s business or 
business model in affected states. 

 

 
The Group’s operations are diversified through product and 
service offerings and geographically. The Group monitors 
developments on an ongoing basis and continuously seeks 
to address developments through products or services 
that match changing requirements, as well as modifying 
operational practices and underlying business models. 

 
Significant changes in pharmaceutical distribution, 
particularly by reason of:
(i) changes in supply chain models;
(ii) a significant increase in generic products; or
(iii)  increases in the parallel trade of 

pharmaceuticals,may adversely affect the Group. 

 
The Group’s strategy fundamentally anticipates a changing 
market. The Group monitors developments closely through 
market intelligence and the maintenance of strong 
relationships within the industry to ensure changes are 
identified and appropriately responded to. 
 

 
All of the Group’s activities are subject to stringent quality 
and other standards. A failure to meet those standards 
could result in operating licenses being withdrawn or 
suspended, and products and services being defective or 
failing to meet medical, legal and other requirements. 
This could lead to reputational and financial damage to the 
Group. 

 
maintenance of quality standards is prioritised across the 
Group with a comprehensive, rigorous quality framework and 
organisation supporting all aspects of the Group’s operations, 
which is audited to best in class standards. 
 
 
 

 
A failure to appropriately identify and manage financial 
risks arising from the present global economic 
environment may give rise to adverse financial 
performance or unexpected impairments or losses. 

 
The Group applies rigorous processes for the identification 
and mitigation of financial risk. 
 
 

A restructuring of the Eurozone or its membership 
could result in a foreign exchange exposure which does 
not currently exist, arising from the Group’s assets and 
liabilities being denominated in euros and its euro cash 
balances. 

The Group actively monitors and manages currency risk.  
However, the Group does remain exposed to systemic risks 
affecting the Eurozone and its members.  
 
 

Acquisitive growth is central to United Drug’s strategy. 
A failure to execute and properly integrate significant 
acquisitions may adversely affect the Group. 
 

All potential acquisitions are rigorously assessed and 
evaluated to ensure the Group’s strategic and financial criteria 
are met. Comprehensive integration plans are developed for 
all acquisitions and executed by experienced management.  
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Risk Mitigation 

The Group is subject to significant legal and regulatory 
obligations, specifically in respect of:  
(a) protection of patient information;  
(b) health and safety; and 
(c)  the manner in which it deals with healthcare 

professionals in the promotion or sale of healthcare 
products where in each case non-compliance could 
result in the withdrawal of operating licenses, 
significant liability and reputational risk. 

 
The Group continually reviews its activities and the legal 
and regulatory obligations associated with them, and has 
implemented systems to ensure that compliance is at all 
times attained. 
 
 
 
 
 

 
The success of the Group is built upon an effective 
management team committed to achieving a superior 
performance in each division. Should the Group not 
attract, retain or develop suitably qualified and motivated 
employees, this could have an impact on business 
performance. 

 
Succession planning, remuneration policies and management 
development are monitored by the Group to ensure they 
remain relevant and appropriate. 
 
 
 

 
Group Technology Systems (IT/IS) fail to meet business 
requirements or are rendered inoperable (whether by 
external interference, failure or a failure to properly 
execute the implementation of new or improved systems), 
exposing the Group to adverse financial consequences. 
 
 
 

 
A comprehensive business technology strategy has been 
implemented, which includes monitoring and review systems 
to ensure it continues to align with and fully meets the 
requirements of, the Group’s overall strategic intent.  Robust 
protocols, processes and systems are in place to identify, 
resolve and mitigate against external interference and 
systems failures, and ensure new or improved systems are 
executed without business risk. 

The nature of the Group’s business requires it to hold for 
its own account or the account of customers, significant 
levels of stock in a limited number of locations, which 
if damaged or destroyed could give rise to business 
interruption and significant liability to the Group. 
 

The Group maintains adequate insurance coverage for all 
relevant insurable risks, and as far as possible reduces 
legal liability to customers through robust contractual 
arrangements. Business continuity plans are in place to limit 
any business interruption that may arise from loss of stock. 
 

 
The Group operates a number of defined benefit 
schemes. The funding levels of these schemes may be 
adversely affected by volatility in asset valuations and 
so give rise to a requirement to make significant cash 
contributions. 
 

 
The Group has implemented strategies to mitigate against 
the ongoing cost of its defined benefit pension schemes and 
closely monitors the ongoing cost of those schemes. 
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Directors’ Report

The directors present their report and audited financial statements for the year ended 30 September 2012.

Dividends
An interim dividend of 2.48 cent (2011: 2.41 cent) per share was paid on 13 July 2012. Subject to shareholder approval at the 
Company’s 2013 Annual General meeting, it is proposed to pay a final dividend of 6.56 cent (2011: 6.25 cent) per share on 25 
February 2013, to ordinary shareholders on the Company’s register at 5.00 p.m. on 23 November 2012, thereby giving a total 
dividend for the year of 9.04 cent (2011: 8.66 cent) per share. A Dividend Reinvestment Plan (DRIP), which enables shareholders 
who elect to participate to use their cash dividend to acquire additional shares in the Company, is available in respect of the final 
dividend. The final date for receipt or cancellation of elections under the DRIP will be 1 February 2013.

Board of directors
mr. Kells retired as Chairman and from the Board at the conclusion of the Company’s Annual General meeting held on 7 February 
2012.

ms. Flynn will retire from the Board at the conclusion of the Company’s Annual General meeting to be held on 12 February 2013.

In accordance with the recommendation contained in the UK Corporate Governance Code, the Board has adopted the practice of 
annual re-election for all directors, unless a director is stepping down from the Board.
 
Substantial interests
The Company received notification of the following interests of 3% or more in its ordinary share capital:

 At 17 December 2012  At 30 September 2012

Ordinary shares  
number

% of issued share 
capital (excluding 

treasury shares)
Ordinary shares  

number

% of issued share 
capital (excluding 

treasury shares)

Prudential plc group of companies 35,291,243 14.73 35,291,243 14.73
FmR LLC (Fidelity) 14,479,052 6.04 14,479,052  6.04
FIL Limited(i) (Fidelity) 7,337,052 3.06 - -
Aviva plc and its subsidiaries(ii) - - 7,360,294 3.07

(i)  Interest in the Company’s ordinary share capital was below 3% at 30 September 2012.
(ii)  Interest in the Company’s ordinary share capital was below 3% at 17 December 2012.

These entities have indicated that the shareholdings are not ultimately beneficially owned by them.

Company listing and share price
At 30 September 2012, the Company’s shares were listed on the London Stock Exchange and Irish Stock Exchange. Following a 
review of the Company’s listing arrangements, the Board determined that inclusion in the FTSE UK Index would be in the best 
interests of the Company and its shareholders as a whole, accordingly the Company’s shares were delisted from the Irish Stock 
Exchange on 4 October 2012. 

The price of the Company’s shares ranged between €1.85 and €2.95, with an average price of €2.21 during the year ended 30 
September 2012. The share price at the end of the 2012 financial year was €2.95 and the market capitalisation of the Group was 
€706 million. 

Authority to allot shares and disapplication of pre-emption rights
At the Annual General meeting held on 7 February 2012, the directors received the authority from shareholders to allot shares up to an 
aggregate nominal value representing approximately one third of the issued share capital of the Company and the power to disapply the 
statutory pre-emption provisions relating to the issue of new equity for cash. The disapplication is limited to the allotment of shares in 
connection with the exercise of share options, any rights issue, any open offer or other offer to shareholders and the allotment of shares 
up to an aggregate nominal value representing approximately 5% of the issued share capital of the Company.

These authorities are due to expire at the Company’s 2013 Annual General meeting, consequently at the forthcoming Annual 
General meeting, shareholders will be asked to renew these authorities until the date of the Company’s Annual General meeting to 
be held in 2014 or the date 15 months after this forthcoming Annual General meeting, whichever is the earlier.
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Purchase of own shares
At the Annual General meeting held on 7 February 2012, authority was granted to the Company, or any of its subsidiaries, to 
purchase a maximum aggregate of 10% of the Company’s shares.

Special resolutions will be proposed at the Company’s 2013 Annual General meeting to renew the authority of the Company, or 
any of its subsidiaries, to purchase up to 10% of the issued share capital of the Company and in relation to the maximum and 
minimum prices at which treasury shares (effectively shares purchased and not cancelled) may be re-issued off-market by the 
Company. If granted, the authorities will expire on the earlier of the date of the Company’s Annual General meeting in 2014 and the 
date 15 months after this forthcoming Annual General meeting, whichever is the earlier.

The directors will only exercise the power to purchase shares if they consider it to be in the best interests of the Company and its 
shareholders as a whole.

Share buyback
On 24 may 2011, the Company commenced a share buyback programme to acquire up to 5 million of the Company’s shares. At 30 
September 2011, the Company had repurchased 4,560,611 shares at a total cost of €10.5 million. During the financial year ended 
30 September 2012, the remaining 439,389 shares were repurchased at a cost of €1.0 million. All shares acquired under the share 
buyback programme were cancelled. 

The share buyback programme was conducted in accordance with the terms of the general authority to make market purchases of 
its own shares granted to the Company by shareholders and with other applicable legislation and regulatory requirements.

Takeover directive 
The Group’s principal banking and loan note facilities include provisions that, in the event of a change of control of the Company, 
could oblige the Group to repay the facilities together with penalties. Certain customer and supplier contracts and joint venture 
arrangements also contain change of control provisions. Additionally, the Company’s Long Term Incentive Plan and share option 
schemes contain change of control provisions which potentially allow for the acceleration of the exercisability of awards in the 
event that a change of control occurs with respect to the Company.

mr. FitzGerald may in certain circumstances be entitled to terminate his employment with the Company in the event that a change 
of control occurs with respect to the Company. If mr. FitzGerald’s contract is terminated he may be entitled to receive payment 
equal to his basic salary, annual bonus and the pension contribution made on his behalf in the year immediately preceding the 
termination in full and final discharge and satisfaction of all and any claims arising in these circumstances.

Political donations
No political donations, which require disclosure in accordance with the Electoral Acts 1997 to 2002 were made by the Group during 
the year.

Accounting records
The directors believe that they have complied with the requirements of Section 202 of the Companies Act, 1990 with regard to 
books of account by employing accounting personnel with appropriate expertise and by providing adequate resources to the 
finance function. The books of account of the Company are maintained at the Company’s registered office, United Drug House, 
magna Drive, magna Business Park, Citywest Road, Dublin 24, Ireland.

Auditor
In accordance with Section 160(2) of the Companies Act, 1963, the auditor, KPmG, Chartered Accountants, will continue in office 
and a resolution authorising the directors to fix their remuneration will be proposed at the forthcoming Annual General meeting.

Annual General Meeting
The Annual General meeting of the Company will be held on 12 February 2013. your attention is drawn to the letter to shareholders 
and the Notice of Annual General meeting available on the Company’s website, www.united-drug.com which sets out details of the 
matters which will be considered.
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Directors’ Report 
continued

Statement of Directors’ Responsibilities
The directors are responsible for preparing the Annual Report and the Group and Company financial statements, in accordance 
with applicable law and regulations.

Company law in the Republic of Ireland requires the directors to prepare group and company financial statements for each 
financial year. Under that law the directors are required to prepare the Group financial statements in accordance with International 
Financial Reporting Standards (IFRSs) as adopted by the EU and have elected to prepare the Company financial statements in 
accordance with IFRSs as adopted by the EU and as applied in accordance with the provisions of the Companies Acts, 1963 to 2012.

The Group and Company financial statements are required by law and IFRSs as adopted by the EU to present fairly the financial 
position and performance of the Group and the Company. The Companies Acts 1963 to 2012 provide in relation to such financial 
statements that references in the relevant part of that Act to financial statements giving a true and fair view are references to their 
achieving a fair presentation.

In preparing each of the Group and Company financial statements, the directors are required to:
• select suitable accounting policies and then apply them consistently;
• make judgements and estimates that are reasonable and prudent; 
•  state that the financial statements comply with IFRSs as adopted by the EU and, in the case of the Company, as applied in 

accordance with the Companies Acts 1963 to 2012; and
•  prepare the financial statements on the going concern basis unless it is inappropriate to presume that the Group and the 

Company will continue in business.

Under applicable law and the requirements of the Listing Rules issued by the Financial Services Authority, the directors are also 
responsible for preparing a Directors’ Report and reports relating to directors’ remuneration and corporate governance that 
comply with that law and those rules. In particular, in accordance with the Transparency (Directive 2004/109/EC) Regulations 2007 
(‘the Transparency Regulations’), the directors are required to include in their report a fair review of the business and a description 
of the principal risks and uncertainties facing the Group and the Company and a responsibility statement.

The directors are responsible for keeping proper books of account that disclose with reasonable accuracy at any time the financial 
position of the Group and Company and enable them to ensure that its financial statements comply with the Companies Acts, 1963 to 
2012 and as regards the Group financial statements Article 4 of the IAS Regulations. They are also responsible for taking such steps 
as are reasonably open to them to safeguard the assets of the Group and to prevent and detect fraud and other irregularities.

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

Responsibility statement in accordance with the Transparency Regulations
Each of the directors, whose name and function are listed on pages 26 and 27 confirm that, to the best of his or her knowledge and belief:
•  the Group financial statements, prepared in accordance with IFRSs as adopted by the EU, give a true and fair view of the 

assets, liabilities and financial position of the Group at 30 September 2012 and its profit for the year then ended; 
•  the Company financial statements, prepared in accordance with IFRSs as adopted by the EU and as applied in accordance with 

the Companies Acts 1963 to 2012, give a true and fair view of the assets, liabilities and financial position of the Company at 30 
September 2012; and

•  the Directors’ Report contained in the Annual Report includes a fair review of the development and performance of the business 
and the position of the Group and the Company, together with a description of the principal risks and uncertainties that they face.
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Other information
Other information relevant to the Director’s Report may be found in the following sections of the Annual Report:

Information Location in the Annual Report
Principal activities, business review and future developments Chairman’s Statement, Chief Executive’s Review,  

Operations Review and Finance Review – pages 4 to 23
Results Financial Statements – pages 52 to 114
Corporate governance
Details concerning the appointment and the re-election  
of directors 
Details concerning the amendment of the Company’s  
Articles of Association

Directors’ Statement on Corporate Governance  
 – pages 28 to 34 
 
 

Directors’ remuneration, including the interests of the directors 
and secretary in the share capital of the Company

Report on Directors’ Remuneration – pages 35 to 43 

Principal risks and uncertainties Principal risks and uncertainties – pages 44 and 45
Principal key performance indicators Finance Review – pages 22 and 23; and
Financial risk management objectives and policies of the Group 
and the Company 

Financial Statements – note 28 
 

Company’s capital structure including a summary of the rights 
and obligations attaching to shares

Group Statement of Changes in Equity – page 54; and  
Financial Statements – notes 15, 17, 18 and 28 

Long Term Incentive Plan, share option and equity settled 
incentive schemes and employee share schemes details

Report on Directors’ Remuneration – pages 35 to 43; and
Financial Statements – note 27 

Events after the balance sheet date Financial Statements – note 31
Significant subsidiary undertakings Financial Statements – note 45

 
The Directors’ Report for the year ended 30 September 2012 comprises these pages and the sections of the Annual Report 
referred to under ‘Other information’ above, which are incorporated into the Directors’ Report by reference.

On behalf of the Board

P. Gray  L. FitzGerald
Director  Director

17 December 2012
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Independent Auditor’s Report to the members of United Drug plc

We have audited the Group and Parent Company financial statements (the ‘financial statements’) of United Drug plc for the 
year ended 30 September 2012 which comprise the Group income statement, the Group and Parent Company statements 
of comprehensive income, the Group and Parent Company statements of changes in equity, the Group and Parent Company 
balance sheets, the Group and Parent Company cash flow statements and the related notes. These financial statements have 
been prepared under the accounting policies set out therein.

This report is made solely to the Company’s members, as a body, in accordance with section 193 of the Companies Act, 1990. 
Our audit work has been undertaken so that we might state to the Company’s members those matters we are required to state 
to them in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume 
responsibility to anyone other than the Company and the Company’s members as a body, for our audit work, for this report, or 
for the opinions we have formed.

Respective responsibilities of directors and auditor
The directors’ responsibilities for preparing the Annual Report and the financial statements in accordance with applicable 
law and International Financial Reporting Standards (IFRSs) as adopted by the EU are set out in the statement of directors’ 
responsibilities on page 48.

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory requirements and 
International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the financial statements give a true and fair view in accordance with IFRSs as 
adopted by the EU and, in the case of the Company, as applied in accordance with the provisions of the Companies Acts, 1963 
to 2012, and have been properly prepared in accordance with the Companies Acts, 1963 to 2012 and in the case of the Group 
financial statements Article 4 of the IAS Regulation. We also report to you, our opinion as to; whether proper books of account 
have been kept by the Company; whether at the balance sheet date, there exists a financial situation requiring the convening of 
an extraordinary general meeting of the Company; and whether the information given in the Directors’ Report is consistent with 
the financial statements. In addition, we state whether we have obtained all the information and explanations necessary for the 
purposes of our audit, and whether the Parent Company balance sheet is in agreement with the books of account.

We also report to you if, in our opinion, any information specified by law or the Listing Rules of the Financial Services Authority 
regarding directors’ remuneration and transactions is not disclosed and, where practicable, include such information in our 
report.

We are required by law to report to you our opinion as to whether the description of the main features of the internal control 
and risk management systems in relation to the process for preparing the consolidated Group financial statements, set out in 
the annual Corporate Governance Statement is consistent with the consolidated financial statements. In addition, we review 
whether the Directors’ statement on corporate governance, reflects the Company’s compliance with the nine provisions of the 
UK Corporate Governance Code specified for our review by the Listing Rules of the Financial Services Authority, and we report if 
it does not. We are not required to consider whether the Board’s statements on internal control cover all risks and controls, or 
form an opinion on the effectiveness of the Group’s corporate governance procedures or its risk and control procedures.

We read the other information contained in the Annual Report and consider whether it is consistent with the audited financial 
statements. The other information comprises only the Directors’ Report, the Chairman’s Statement, the Chief Executive’s 
Review, the Operating Review, the Finance Review, the Corporate Social Responsibility Statement, the Directors’ Statement on 
Corporate Governance and the Report on Directors’ Remuneration. We consider the implications for our report if we become 
aware of any apparent misstatements or material inconsistencies with the financial statements. Our responsibilities do not 
extend to any other information.
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United Drug plc - Annual Report 2012 - Financial Statements

Basis of audit opinion 
We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing 
Practices Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the 
financial statements. It also includes an assessment of the significant estimates and judgements made by the directors in the 
preparation of the financial statements, and of whether the accounting policies are appropriate to the Group’s and Company’s 
circumstances, consistently applied and adequately disclosed.

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

Opinion
In our opinion:
•	 	the	Group	financial	statements	give	a	true	and	fair	view,	in	accordance	with	IFRSs	as	adopted	by	the	EU,	of	the	state	of	the	

Group’s affairs as at 30 September 2012 and of its profit for the year then ended;
•	 	the	Parent	Company	financial	statements	give	a	true	and	fair	view,	in	accordance	with	IFRSs	as	adopted	by	the	EU	as	

applied in accordance with the provisions of the Companies Acts, 1963 to 2012, of the state of the Parent Company’s affairs 
as at 30 September 2012;

•	 	the	Group	financial	statements	have	been	properly	prepared	in	accordance	with	the	Companies	Acts,	1963	to	2012	and	
Article 4 of the IAS Regulation; and

•	 	the	Parent	Company	financial	statements	have	been	properly	prepared	in	accordance	with	the	Companies	Acts	1963	to	2012.

Other matters
We have obtained all the information and explanations which we considered necessary for the purposes of our audit. In our opinion 
proper books of account have been kept by the Company. The Company balance sheet is in agreement with the books of account.

In our opinion, the information given in the Directors’ Report and the description in the Annual Corporate Governance 
Statement of the main features of the internal control and risk management systems in relation to the process for preparing 
the consolidated Group financial statements is consistent with the financial statements.

The net assets of the Company, as stated in the Company balance sheet on page 103, are more than half of the amount of its 
called-up share capital and, in our opinion, on that basis there did not exist at 30 September 2012 a financial situation which 
under Section 40 (1) of the Companies (Amendment) Act, 1983 would require the convening of an extraordinary general meeting 
of the Company.

Roger Gillespie
for and on behalf of
KPMG
Chartered Accountants, Statutory Audit Firm
1 Stokes Place
St. Stephens Green
Dublin 2
Ireland

17 December 2012
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Group Income Statement
for the year ended 30 September 2012

 
 

 
 

Total
2012 

Pre-
exceptional 

item
2011 

Exceptional 
item
2011 

Total
2011 

 Notes €’000 €’000 €’000 €’000

Revenue 1 1,830,206 1,746,452 - 1,746,452 
Cost of sales  (1,528,523) (1,470,014) - (1,470,014)
Gross Profit  301,683 276,438 - 276,438 
Distribution expenses  (211,853) (193,381) (9,752) (203,133)
Administrative expenses  (11,418) (7,405) - (7,405)
Other operating expenses 11 (13,512) (14,534) - (14,534)
Acquisition costs 26 (3,307) - - - 
Share of joint ventures’ profit after tax 12 6,007 1,134 - 1,134 
Operating profit 3 67,600 62,252 (9,752) 52,500 
Finance income 4 8,012 8,322 - 8,322 
Finance expense 4 (16,626) (16,657) - (16,657)
Profit before tax  58,986 53,917 (9,752) 44,165 
Income tax expense 6 (11,373) (9,699) 1,991 (7,708)
Profit for the financial year  47,613 44,218 (7,761) 36,457 
      
      
Profit attributable to:      
Owners of the parent  47,700   36,419 
Non-controlling interests 20 (87)   38 
Profit for the financial year  47,613   36,457 
      
      
Earnings per share      
Basic 8 19.96c   15.10c
Diluted 8 19.89c   15.05c

On behalf of the Board

P. Gray  L. FitzGerald
Director  Director
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Group Statement of Comprehensive Income
for the year ended 30 September 2012

 Notes 2012 2011 
  €’000 €’000

    
Profit for the financial year  47,613 36,457 
Other comprehensive income/(expense):    
Foreign currency translation adjustment 18 29,959 (3,625)
Loss on hedge of net investment in foreign operations 18 (2,131) (98)
Group defined benefit pension schemes:    
- Actuarial (loss)/gain 27 (6,522) 297 
- Movement in deferred tax 25 751 552 
Group cash flow hedges    
- Effective portion of cash flow hedges - movement into reserve  2,193 4,222 
- Effective portion of cash flow hedges - movement out of reserve  (4,325) (3,207)
Effective portion of cash flow hedges 18 (2,132) 1,015 
- Movement in deferred tax - movement into reserve  (274) (528)
- Movement in deferred tax - movement out of reserve  540 401 
Net movement in deferred tax 18 266 (127)
Other comprehensive income/(expense) for the financial year  20,191 (1,986)
Total comprehensive income for the financial year  67,804 34,471 
    
Total comprehensive income attributable to:    
Owners of the parent  67,891 34,433 
Non-controlling interests 20 (87) 38 
  67,804 34,471 
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Group Statement of Changes in Equity
for the year ended 30 September 2012

 
Equity share 

capital
Share 

premium
Retained 
earnings

Other 
reserves 
(note 18)

Attributable 
to owners of 

the parent

Non-
controlling 

interests Total equity
 €’000 €’000 €’000 €’000 €’000 €’000 €’000

        
At 1 October 2011 12,331 139,604 289,142 (61,155) 379,922 96 380,018 
        
Profit for the financial year - - 47,700 - 47,700 (87) 47,613 
Other comprehensive income/(expense):       
Effective portion of cash flow hedges - - - (2,132) (2,132) - (2,132)
Deferred tax on cash flow hedges - - - 266 266 - 266 
Translation adjustment - - - 29,959 29,959 - 29,959 
Loss on hedge of net investment in 
foreign operations - - - (2,131) (2,131) - (2,131)
Actuarial loss on defined benefit 
schemes - - (6,522) - (6,522) - (6,522)
Deferred tax on defined benefit schemes - - 751 - 751 - 751 
Total comprehensive income/(expense) 
for the year - - 41,929 25,962 67,891 (87) 67,804 
New shares issued 45 1,679 - - 1,724 - 1,724 
Share buyback - - - (1,040) (1,040) - (1,040)
Cancellation of treasury shares (22) - (1,040) 1,062 - - - 
Share-based payment expense - - - 766 766 - 766 
Translation adjustment - - - 3 3 - 3 
Dividends paid to equity holders - - (20,845) - (20,845) - (20,845)
Release from share-based payment 
reserve - - 68 (68) - - - 
At 30 September 2012 12,354 141,283 309,254 (34,470) 428,421 9 428,430 
        
for the year ended 30 September 2011        

 
Equity share 

capital
Share 

premium
Retained 
earnings

Other 
reserves  
(note 18)

Attributable 
to owners of 

the parent

Non-
controlling 

interests Total equity

 €’000 €’000 €’000 €’000 €’000 €’000 €’000

        
At 1 October 2010  12,396  132,891  282,286 (59,214)  368,359  58  368,417 
        
Profit for the financial year - - 36,419 - 36,419 38 36,457 
Other comprehensive income/(expense):       
Effective portion of cash flow hedges - - - 1,015 1,015 - 1,015 
Deferred tax on cash flow hedges - - - (127) (127) - (127)
Translation adjustment - - - (3,625) (3,625) - (3,625)
Loss on hedge of net investment in 
foreign operations - - - (98) (98) - (98)
Actuarial loss on defined benefit 
schemes - - 297 - 297 - 297 
Deferred tax on defined benefit schemes - - 552 - 552 - 552 
Total comprehensive income/(expense) 
for the year - - 37,268 (2,835) 34,433 38 34,471 
New shares issued 163 6,713 - - 6,876 - 6,876 
Share buyback - - - (10,467) (10,467) - (10,467)
Cancellation of treasury shares (228) - (10,467) 10,695 - - - 
Share-based payment expense - - - 1,154 1,154 - 1,154 
Translation adjustment - - - (4) (4) - (4)
Dividends paid to equity holders - - (20,429) - (20,429) - (20,429)
Acquisition of treasury shares - - - - - - - 
Release from share-based payment 
reserve - - 484 (484) - - - 
At 30 September 2011 12,331 139,604 289,142 (61,155) 379,922 96 380,018 
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Group Balance Sheet
as at 30 September 2012

 Notes 2012 2011 
  €’000 €’000

ASSETS    
Non-current    
Property, plant and equipment 9 156,101 100,902 
Goodwill 10 320,605 222,226 
Intangible assets 11 64,464 40,419 
Investment in joint ventures and associates 12 24,238 20,036 
Derivative financial instruments 28 1,585 1,460 
Deferred income tax assets 25 1,574 385 
Employee benefits 27 13,619 12,209 
Total non-current assets  582,186 397,637 
Current    
Inventories 13 158,958 142,636 
Financial asset 26 2,568 - 
Trade and other receivables 14 345,287 284,687 
Current income tax asset  1,950 - 
Cash and cash equivalents  71,919 108,256 
Derivative financial instruments 28 1,791 1,338 
Assets classified as held for sale 12 - 9,243 
Total current assets  582,473 546,160 
Total assets  1,164,659 943,797 
    
EQUITY    
Capital and reserves attributable to equity holders of the parent    
Equity share capital 15 12,354 12,331 
Share premium 17 141,283 139,604 
Other reserves 18 (34,470) (61,155)
Retained earnings 19 309,254 289,142 
  428,421 379,922 
Non-controlling interests 20 9 96 
Total equity  428,430 380,018 
    
LIABILITIES    
Non-current    
Interest-bearing loans and borrowings 21 285,389 221,697 
Provisions 23 19,060 9,606 
Employee benefits 27 22,051 18,099 
Derivative financial instruments 28 5,141 9,744 
Deferred income tax liabilities 25 16,427 10,799 
Total non-current liabilities  348,068 269,945 
Current    
Interest-bearing loans and borrowings 21 605 476 
Bank overdrafts 21 1,078 - 
Trade and other payables 22 350,615 278,812 
Current income tax liabilities  5,176 4,584 
Provisions 23 29,906 9,358 
Derivative financial instruments 28 781 604 
Total current liabilities  388,161 293,834 
Total liabilities   736,229  563,779 
Total equity and liabilities  1,164,659 943,797 

On behalf of the Board

P. Gray  L. FitzGerald
Director  Director
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Group Cash Flow Statement
for the year ended 30 September 2012

  2012 2011 
 Notes €’000 €’000

    
Cash flows from operating activities    
Profit before tax  58,986 44,165 
Finance income 4 (8,012) (8,322)
Finance expense 4 16,626 16,657 
Exceptional item 5 - 9,752 
Operating profit (pre-exceptional item)  67,600 62,252 
Share of joint ventures profit after tax 12 (6,007) (1,134)
Gain on previously held interest  - (2,530)
Gain on sale of joint venture  (300) - 
Impairment of property, plant & equipment 9 - 672 
Depreciation charge 9 15,824 14,884 
Profit on disposal of property, plant and equipment 3 (106) (87)
Amortisation of intangible assets 11 13,512 14,534 
Share-based payment expense 27 766 1,154 
(Increase)/decrease in inventories  (11,245) 2,075 
(Increase) in trade and other receivables  (7,264) (9,953)
Increase/(decrease) in trade payables, provisions and other payables  34,391 (6,940)
Exceptional item 23 (5,447) (2,956)
Interest paid  (9,477) (10,824)
Income taxes paid  (14,663) (9,371)
Net cash inflow from operating activities  77,584 51,776 
Cash flows from investing activities    
Interest received  731 1,835 
Purchase of property, plant and equipment 9 (63,366) (17,001)
Proceeds from disposal of property, plant and equipment  1,362 201 
Acquisition of subsidiaries (net of cash and cash equivalents acquired) 26 (102,341) (12,048)
Acquisition consideration refunded in respect of prior years  - 984 
Deferred acquisition consideration paid 23 (1,741) (7,651)
Investment in joint ventures 12 - (9,368)
Proceeds from disposal of joint venture  9,570 - 
Dividends received from joint ventures 12 4,248 2,303 
Net cash outflow from investing activities  (151,537) (40,745)
Cash flows from financing activities    
Proceeds from issue of shares (including share premium thereon, net of scrip dividend)  1,724 4,031 
Shares purchased under share buyback programme  (1,040) (10,467)
Proceeds from interest-bearing loans and borrowings  54,636 - 
Repayments of interest-bearing loans and borrowings  (200) (34,048)
Decrease in finance leases  (32) (471)
Dividends paid to equity holders of the Company 7 (20,845) (17,584)
Net cash inflow/(outflow) from financing activities  34,243 (58,539)
Net decrease in cash and cash equivalents  (39,710) (47,508)
Translation adjustment  2,295 (448)
Cash and cash equivalents at beginning of year  108,256 156,212 
Cash and cash equivalents at end of year  70,841 108,256 
Cash and cash equivalents is comprised of:    
Cash at bank and short term deposits  71,919 108,256 
Bank overdrafts  (1,078) - 
  70,841 108,256 
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Significant Accounting Policies
for the year ended 30 September 2012

United Drug plc (‘the Company’) is a public limited company incorporated in Ireland. The consolidated financial statements of 
the Company for the year ended 30 September 2012 comprise the Company and its subsidiaries (together referred to as ‘the 
Group’) and the Group’s interest in joint venture and associate undertakings using the equity method of accounting.

The accounting policies applied in the preparation of the financial statements for the year ended 30 September 2012 are set out below.

Statement of compliance
The Group financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS) as 
adopted by the EU. The individual financial statements of the Company (‘Company financial statements’) have been prepared in 
accordance with IFRS as adopted by the EU and as applied in accordance with the Companies Acts, 1963 to 2012. The Company 
has availed of the exemption contained in Section 148(8) of the Companies Act 1963, which permits a company that publishes its 
Company and Group financial statements together to exclude the Company income statement and related notes that form part 
of the approved Company financial statements, from the financial statements presented to its members.

 IFRS that were adopted by the EU and that were effective for annual periods ending on or before 30 September 2012, have been 
applied in the preparation of the Group and Company financial statements. The following standards and interpretations and 
amendments to existing standards were adopted during the financial year. 

•		IAS 24 (revised) – Related party disclosures- this revised standard removes the requirement for government related entities to 
disclose details of all transactions with the government and other government related entities and it clarifies and simplifies the 
definition of a related party. This standard did not have a significant impact on the Group’s financial statements.

•		Amendments to IFRS 7 – Financial instruments: Disclosures’ on transfers of assets - the amendments promote transparency 
in the reporting of transfer transactions and improve users’ understanding of the risk exposures relating to transfers of 
financial assets and the effect of those risks on an entities financial position, particularly those involved in securitisation of 
financial assets. This standard did not have a significant impact on the Group’s financial statements.

•		Amendment to IFRIC 14 – Prepayments of a minimum funding requirement - this amendment applies to entities that are 
required to make minimum funding contributions to defined benefit pension plans. It removes an unintended consequence 
of IFRIC 14, IAS 19 – The limit on a defined benefit asset, minimum funding requirements and their interaction, relating to 
voluntary pension pre-payments when there is a minimum funding requirement. This amendment did not have a significant 
impact on the Group’s financial statements.

•	 Improvements to IFRSs 2010 – the improvements include changes in presentation, recognition and measurement plus 
terminology and editorial changes. These improvements have not had a significant impact on the Group’s financial statements.

The IASB and the International Financial Reporting Interpretations Committee (IFRIC) have issued the following standards and 
interpretations that are not yet effective for the Group:

•	Amendment	to	IAS	1	–	Financial	statement	presentation	regarding	other	comprehensive	income

•	Amendment	to	IAS	12*	–	Income	taxes

•	Amendments	to	IFRS	1*	–	First	time	adoption,	on	fixed	dates	and	hyperinflation	

•	Amendment	to	IAS	19	–	Employee	benefits

•	IAS	27	(revised	2011)*	–	Separate	financial	statements

•	IAS	28	(revised	2011)*	–	Associates	and	joint	ventures

•	Amendment	to	IAS	32*	–	Financial	instruments:	Presentation,	on	offsetting	financial	assets	and	financial	liabilities

•	Amendments	to	IFRS	1*	–	First	time	adoption,	on	government	loans

•	Amendments	to	IFRS	7*	–	Financial	instruments:	Disclosure,	on	offsetting	financial	assets	and	financial	liabilities

•	IFRS	9*	–	Financial	instruments:	classification	and	measurement

•	IFRS	10*	–	Consolidated	financial	statements

•	IFRS	11*	–	Joint	arrangements

•	IFRS	12*	–	Disclosure	of	interest	in	other	entities

•	IFRS	13*	–	Fair	value	measurement

•	Annual	improvements	2011*
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Significant Accounting Policies
for the year ended 30 September 2012 
continued

A	number	of	the	standards	(*)	set	out	above	have	not	yet	been	EU	endorsed.	These	standards,	interpretations	and	amendments	
to existing standards will be applied for the purposes of the Group and Company financial statements with effect from their 
respective effective dates. These are not expected to have a material impact on the Group or Company financial statements.

Basis of preparation
The Group and Company financial statements are prepared on a historical cost basis except for the following items which are 
measured at fair value or grant date fair value:

•	 derivative	financial	instruments;

•	 pension	assets;	and

•	 share-based	payment	arrangements.

The preparation of financial statements in conformity with IFRS requires management to make judgements, estimates and 
assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities, income and 
expenses. Actual results may differ from these estimates. Estimates and underlying assumptions are reviewed on an ongoing 
basis. Revisions to accounting estimates are recognised in the period in which the estimates are revised and in any future 
periods affected. 

Information about critical judgements in applying accounting policies that have the most significant effect on the amounts 
recognised in the financial statements is included in the following notes:

•	 goodwill	–	note	10;

•	 intangible	assets	–	note	11;

•	 trade	and	other	receivables	–	note	14;

•	 provisions	–	note	23;

•	 employee	benefits	(including	share-based	payments)	–	note	27;	and

•	 financial	instruments	–	note	28.

The accounting policies set out below have been applied consistently by all of the Group’s subsidiaries and joint ventures to all 
periods presented in these financial statements. 

Functional and presentation currency
The consolidated financial statements are presented in euro and rounded to the nearest thousand, which is the Company’s 
functional currency.

Basis of consolidation
The Group’s financial statements include the financial statements of the Company and all of its subsidiaries and joint ventures.

Accounting for subsidiaries, joint ventures and associates
Subsidiaries are entities controlled by the Group. Control exists when the Group has the power, directly or indirectly, to govern 
the financial and operating policies of an entity so as to obtain benefit from its activities. In assessing control, potential voting 
rights that currently are exercisable or convertible are taken into account. The financial statements of subsidiaries are included 
in the Group financial statements from the date that control commences until the date that control ceases.

Intragroup balances and any unrealised or income and expenses arising from intragroup transactions are eliminated in 
preparing the Group financial statements. Unrealised gains arising from transactions with equity accounted joint ventures are 
eliminated against the investment to the extent of the Group’s interest. Unrealised losses are eliminated in the same way as 
unrealised gains, but only to the extent there is no evidence of impairment.

Joint	ventures	are	those	entities	over	whose	activities	the	Group	has	joint	control,	established	by	contractual	arrangement	
and requiring unanimous consent for strategic financial and operational decisions. An associate is an enterprise over which 
the Group has significant influence, but not control, through participation in the financial and operating policy decisions of the 
investee.	Joint	ventures	and	associates	are	included	in	the	financial	statements	using	the	equity	method	of	accounting,	from	the	
date that joint control and significant influence commences until the date that joint control and significant influence cease. The 
income statement reflects in operating profit, the Group’s share of profit after tax of its joint ventures in accordance with IAS 31, 
Interests	in	Joint	Ventures.	The	Group’s	interest	in	its	net	assets	is	included	as	investment	in	joint	ventures	in	the	balance	sheet	
at an amount representing the Group’s share of the fair value of the identifiable net assets at acquisition plus the Group’s share 
of post acquisition retained profits or losses and other comprehensive income and dividends received of the joint ventures and 
goodwill arising on the investment.
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Business combinations
Business combinations are accounted for using the acquisition method as at the acquisition date, which is the date on which 
control is transferred to the Group. 

The Group measures goodwill at the acquisition date as:

•	 the	fair	value	of	the	consideration	transferred;	plus

•	 the	recognised	amount	of	any	non-controlling	interests	in	the	acquire;	plus

•	 if	the	business	combination	is	achieved	in	stages,	the	fair	value	of	the	pre-existing	equity	interest	in	the	acquire;	less

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

When the excess is negative, a bargain purchase gain is recognised immediately in profit or loss.

The consideration transferred does not include amounts related to the settlement of pre-existing relationships. Such amounts 
are generally recognised in profit or loss.

Transaction costs, other than those associated with the issue of debt or equity securities that the Group incurs in connection 
with completed business combinations are expensed as incurred.

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

When share-based payment awards (replacement awards) are required to be exchanged for awards held by the acquiree’s 
employees (acquiree’s awards) and relate to past services, then all or a portion of the amount of the acquirer’s replacement 
awards is included in measuring the consideration transferred in the business combination. This determination is based on the 
market-based value of the replacement awards compared with the market-based value of the acquiree’s awards and the extent 
to which the replacement awards relate to past and/or future service.

Intangible assets
Intangible assets that are acquired by the Group are stated at cost less accumulated amortisation and impairment losses, when 
separable or arising from contractual or other legal rights and when they are reliably measurable.

Amortisation is charged to the income statement on a straight-line basis over the estimated useful lives of the intangible 
assets. Intangible assets are amortised over the following range of periods:

Customer relationships 3-10 years 
Trade names 5-10 years 
Technology 5-10 years 
Contract based 4-8 years

Property, plant and equipment
Property, plant and equipment is reported at cost less accumulated depreciation and impairment losses. Cost includes 
expenditure that is directly attributable to the acquisition of the asset. Depreciation is calculated, on a straight line basis on 
cost less estimated residual value, to write property, plant and equipment off over their anticipated useful lives using the 
following annual rates:

Land and buildings  
- Freehold land not depreciated 
- Freehold buildings 2% 
Plant and equipment 10% - 20% 
Computer equipment 20% - 33% 
Motor vehicles 20%

Depreciation is provided on additions with effect from the first day of the month following commissioning and on disposals up to 
the end of the month of retirement. The residual value of assets, if not insignificant, and the useful life of assets is reassessed 
annually. Gains and losses on disposals are determined by comparing the consideration received with the carrying amount at 
the date of disposal and are included in operating profit.
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Assets held for Sale
Non-current assets that are expected to be recovered primarily through sale rather than continuing use are classified as held 
for sale. These assets are shown in the balance sheet at the lower of their carrying amount and fair value less any disposal 
costs. Impairment losses on initial classification as assets held for sale and subsequent gains or losses on re-measurement 
are recognised in the income statement.

Impairment reviews and testing
The carrying amounts of the Group’s non-financial assets, other than inventories, (which are carried at the lower of cost and net 
realisable value) and deferred tax assets, (which are recognised based on recoverability), are reviewed at each reporting date to 
determine whether there is any indication of impairment.

The recoverable amount of a non-financial asset or cash generating unit is the greater of its fair value less cost to sell and 
value in use. In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax 
discount rate that reflects current market assessments of the time value of money and the risks specific to the asset. For the 
purpose of impairment testing, assets are grouped together into the smallest group of assets that generates cash inflows 
that are largely independent of the cash inflows of other assets or groups of assets (the “cash generating unit”). Goodwill 
acquired in a business combination is allocated to cash generating units that are expected to benefit from the combination’s 
synergies. An impairment loss is recognised if the carrying amount of an asset or its cash generating unit exceeds its estimated 
recoverable amount.

Goodwill is tested for impairment at each balance sheet date.

A financial asset is assessed at each reporting date to determine whether there is any objective evidence that it is impaired. A 
financial asset is considered to be impaired if objective evidence indicates, that one or more events have had a negative effect 
on the estimated future cash flows of that asset.

An impairment loss in respect of a financial asset measured at amortised cost, is calculated as the difference between its 
carrying amount and the present value of the estimated future cash flows discounted at the original effective interest rate. An 
impairment loss arising on financial assets is recognised in the income statement. Individually significant financial assets are 
tested for impairment on an individual basis. 

An impairment loss, other than in the case of goodwill, is reversed if there has been a change in the estimates used to 
determine the recoverable amount. An impairment loss is reversed only to the extent that the asset’s carrying amount does not 
exceed the carrying amount that would have been determined, net of depreciation or amortisation, if no impairment loss had 
been recognised.

All impairment losses are recognised in the income statement.

Leases
Leases of property, plant and equipment, where the Group assumes substantially all the risks and rewards of ownership, 
are classified as finance leases. Finance leases are capitalised at the inception of the lease at the lower of the fair value of 
the leased asset and the present value of the minimum lease payments. The corresponding rental obligations, net of finance 
charges, are included in interest-bearing loans and borrowings. The interest element of the finance cost is charged to the 
income statement over the lease period so as to produce a constant periodic rate of interest on the remaining balance of the 
liability for each period. The property, plant and equipment acquired under finance leases are depreciated over the shorter of 
the useful life of the asset or the lease term.

Leases where substantially all of the risks and rewards of ownership are retained by the lessor are classified as operating 
leases. Payments made under operating leases are charged to the income statement on a straight line basis over the term of 
the lease.

Inventories
Inventories are measured at the lower of cost and net realisable value. Cost is based on the first in, first out principle and 
includes all expenditure which has been incurred in the normal course of business in bringing the products to their present 
location and condition. Net realisable value is the estimated selling price of inventory on hand in the ordinary course of 
business less all costs expected to be incurred in marketing, distribution and selling.

Significant Accounting Policies
for the year ended 30 September 2012 
continued
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Foreign currency
Transactions in foreign currencies are translated into the functional currency of the related entity at the foreign exchange rate 
ruling at the date of the transaction. Non-monetary assets and liabilities carried at historic cost are not subsequently re-
translated. Non-monetary assets carried at fair value are subsequently re-measured at the exchange rate at the date fair value 
was determined. Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are translated into 
functional currencies at the foreign exchange rate ruling at that date. Foreign exchange differences arising on translation are 
recognised in the income statement, except for qualifying cash flow hedges and a financial liability designated as a hedge of the 
net investment in a foreign operation which are recognised directly in other comprehensive income.

The assets and liabilities of foreign operations, including goodwill and fair value adjustments arising on consolidation, are 
translated to euro at the foreign exchange rates ruling at the balance sheet date. The revenues and expenses of foreign 
operations are translated to euro at the average exchange rate for the financial period. Foreign exchange differences arising on 
translation of the net investment in a foreign operation are recognised directly in other comprehensive income.

On disposal of a foreign operation, accumulated currency translation differences are recognised in the income statement 
as part of the overall gain or loss on disposal. However, it the foreign operation is a non-wholly owned subsidiary, then the 
relevant proportion of the translation difference is allocated to non-controlling interests. When a foreign operation is disposed 
of such that control, significant influence or joint control is lost, the cumulative amount in the translation reserve related to that 
foreign operation is reclassified to profit or loss as part of the gain or loss on disposal. When the Group disposes of only part 
of its interest in a subsidiary that includes a foreign operation while retaining control, the relevant proportion of the cumulative 
amount is reattributed to non-controlling interests. When the Group disposes of only part of its investment in an associate or 
joint venture that includes a foreign operation while retaining significant influence or joint control, the relevant proportion of the 
cumulative amount is reclassified to profit or loss. The cumulative currency translation differences arising prior to 1 October 
2004 (the transition date to IFRS) have been set to zero for the purposes of ascertaining the gain or loss on disposal of a foreign 
operation subsequent to that date.

Translation differences arising from 1 October 2004 are presented as a separate component of equity in the foreign currency 
translation reserve to the balance sheet.

Hedge of net investment in foreign operation
Foreign currency differences arising on the retranslation of a financial liability designated as a hedge of a net investment in 
a foreign operation are recognised directly in other comprehensive income to the extent that the hedge is effective and are 
presented within equity in the foreign currency translation reserve. To the extent that the hedge is ineffective, such differences 
are recognised in profit or loss. When the hedged part of a net investment is disposed of, the associated cumulative amount in 
equity is transferred to profit or loss as an adjustment to the profit or loss on disposal.

Financial guarantee contracts
Where the Group enters into financial guarantee contracts to guarantee the indebtedness of other parties, the Group considers 
these to be insurance arrangements and accounts for them as such. The Group treats the guarantee contract as a contingent 
liability until such time as it becomes probable that the Group will be required to make a payment under the guarantee.

Revenue recognition
Revenue represents the fair value of consideration received or receivable (net of returns, trade discounts and rebates) for products 
and services provided in the course of ordinary activity to third party customers in the financial reporting period. The fair value 
of sales is exclusive of value added tax and after allowances for discounts and is recognised in the income statement when the 
significant risks and rewards of ownership have been transferred to the buyer, the consideration can be measured reliably and it is 
probable that the economic benefits will flow to the Group. Discounts granted to customers are recognised as a reduction in sales 
revenue at the time of the sale based on managements’ estimate of the likely discount to be awarded to customers.

Revenue from services rendered is recognised in the income statement in proportion to the stage of completion of the related 
contract or fully when no further obligations exist on the related service contract. Where the outcome of the contract can be 
measured reliably, stage of completion is measured by reference to services completed to date as a percentage of total services 
to be performed. Where services are to be performed rateably over a period of time, revenue is recognised on a straight-line 
basis over the period of the contract.

When the Group acts in the capacity of an agent rather than as the principal in a transaction, the revenue recognised is the net 
amount of commission earned by the Group.
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Exceptional items
With respect to exceptional items, the Group has applied an income statement format which seeks to highlight significant 
items within Group results for the year. Such items may include restructuring costs, profit or loss on disposal or termination 
of operations, litigation costs and settlements, profit or loss on disposal of investments and impairment of assets. The Group 
exercises judgement in assessing the particular items, which by virtue of their scale and nature, should be disclosed in the 
income statement and related notes as exceptional items. The Group believes that such a presentation provides a more helpful 
analysis as it highlights material items of a non-recurring nature.

Finance income and expense
Finance income comprises interest income on funds invested, changes in the fair value of financial assets at fair value through 
profit or loss, and gains on hedging instruments that are recognised in profit or loss. Interest income is recognised as it accrues 
in profit or loss, using the effective interest method.

Finance expense comprises interest expense on borrowings, unwinding of the discount on provisions, changes in the fair value 
of financial assets at fair value through profit or loss and losses on hedging instruments that are recognised in profit or loss. All 
borrowing costs are recognised in profit or loss using the effective interest rate method.

Employee benefits
Pension obligations
A defined contribution pension plan is a post-employment benefit plan under which an entity pays fixed contributions into a 
separate entity and will have no legal or constructive obligation to pay further amounts. Obligations for contributions to defined 
contribution pension plans are recognised as an expense in the income statement as incurred.

A defined benefit plan is a post-employment plan other than a defined contribution plan. The Group’s net obligation in respect 
of defined benefit pension plans is calculated, separately for each plan, by estimating the present value of the amount of future 
benefits that employees have earned in return for their service in the current and prior periods, less the fair value of any plan 
assets. The discount rate applied is the yield at the balance sheet date on high quality corporate bonds that have maturity dates 
approximating the terms of the Group’s obligations. The calculation is performed by a qualified actuary using the projected unit 
credit method. All actuarial gains and losses as at 1 October 2004, the date of transition to IFRS, were recognised in full against 
retained earnings as permitted by IFRS 1. The Group recognises current and past service costs, interest on scheme obligations 
and expected return on scheme assets in administrative expenses in the income statement. Actuarial gains and losses for 
subsequent periods are recognised in the statement of recognised income and expense as they arise.

Performance related incentive plans
The Group recognises the present value of a liability for short term employee benefits including costs associated with 
performance related incentive plans in the income statement when an employee has rendered service in exchange for these 
benefits and a constructive obligation to pay those benefits arises.

Share-based payment transactions
The Group operates a long term incentive plan and share option scheme which allow executive directors and employees acquire 
shares in the Company. The Group also operated share incentive schemes which awarded shares to executive directors and 
employees. All schemes are equity settled arrangements under IFRS 2 Share-based Payment. 

The grant-date fair value of the share-based payment awards granted to employees is recognised as an employee expense, 
with a corresponding increase in equity, over the period that the employees become unconditionally entitled to the awards. The 
amount recognised as an expense is adjusted to reflect the number of awards for which the related service and non-market 
performance conditions are expected to be met, such that the amount ultimately recognised as an expense is based on the 
number of awards that meet the related service and non-market performance conditions at the vesting date. For share-based 
payment awards with market based vesting conditions, the grant-date fair value of the share-based payment is measured to 
reflect such conditions and there is no true-up for differences between expected and actual outcomes.

Income tax expense
Income tax expense for the year comprises current and deferred tax. Taxation is recognised in the income statement except to 
the extent that it relates to items recognised directly in equity or other comprehensive income, in which case the related tax is 
recognised directly in equity or other comprehensive income.

Current tax is the expected tax payable on the taxable income for the year, using tax rates and laws that have been enacted or 
substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of previous years.

Significant Accounting Policies
for the year ended 30 September 2012 
continued
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Income tax expense (continued)
Deferred tax is provided using the balance sheet liability method, providing for temporary differences between the carrying 
amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. If the deferred 
tax arises from initial recognition of an asset or liability in a transaction other than a business combination that at the time of 
the transaction does not affect accounting nor taxable profit or loss, it is not recognised. The amount of deferred tax provided 
is based on the expected manner of realisation or settlement of the carrying amount of assets and liabilities, using tax rates 
enacted or substantively enacted at the balance sheet date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available against which 
the asset can be utilised. Deferred tax assets are reduced to the extent that it is no longer probable that the related tax benefit 
will be realised.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and assets, and 
they relate to income taxes levied by the same tax authority on the same tax entity or on different tax entities, but they intend to 
settle current tax liabilities and assets on a net basis.

Segmental reporting
Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating decision 
maker who is responsible for allocating resources and assessing performance of the operating segments. The Group has 
determined that it has three reportable operating segments: Healthcare Supply Chain, Packaging & Specialty and Sales, 
Marketing & Medical.

Cash and cash equivalents
Cash and cash equivalents comprise cash balances and deposits, including bank deposits of less than three months maturity from 
the commencement date. Bank overdrafts that are repayable on demand and form an integral part of the Group’s cash management 
are included as a component of cash and cash equivalents for the purpose of the Group and Company cash flow statement.

Financial instruments
Derivative financial instruments
The Group uses derivative financial instruments to hedge its exposure to foreign exchange and interest rate risks arising 
from operational, financing and investment activities. In accordance with its treasury policy, the Group does not hold or 
issue derivative financial instruments for trading purposes. However, derivatives that do not qualify for hedge accounting are 
accounted for as trading instruments.

Derivative financial instruments are recognised at fair value. The gain or loss on re-measurement to fair value is recognised 
immediately in the income statement, except where derivatives qualify for hedge accounting, in which case recognition of any 
resultant gain or loss depends on the nature of the item being hedged, as set out below.

The fair value of interest rate swaps and forward exchange contracts is the estimated amount that the Group would receive or 
pay to terminate the swap or the forward contract at the balance sheet date, taking into account current interest rates and the 
current creditworthiness of the swap counterparties. 

Cash flow hedges
Where a derivative financial instrument is designated as a hedge of the variability in cash flows of a recognised asset or liability, 
or a highly probable forecasted transaction, the effective part of changes in the fair value of the derivative financial instrument is 
recognised directly in other comprehensive income in the cash flow hedge reserve. When the forecasted transaction results in the 
recognition of a non-financial asset or non-financial liability, the associated cumulative gain or loss is removed from equity and 
included in the initial cost or other carrying amount of the non-financial asset or liability. In other cases, the associated cumulative 
gain or loss is removed from equity and recognised in the income statement in the same period or periods during which the 
hedged item affects profit or loss. The ineffective part of any gain or loss is recognised immediately in the income statement.

When a hedging instrument expires or is sold, terminated or exercised, or the entity revokes designation of the hedge 
relationship but the hedged forecast transaction is still expected to occur, then hedge accounting is ceased prospectively 
and the cumulative gain or loss at that point remains in equity and is recognised in accordance with the above policy when 
the transaction occurs. If the hedged transaction is no longer expected to take place, the cumulative unrealised gain or loss 
recognised in equity is reclassified immediately to the income statement.
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Fair value hedges
Where a derivative financial instrument is designated as a hedge of a change in the fair value of an asset or liability, gains 
or losses arising from the re-measurement of the hedging instrument to fair value are reported in the income statement. 
In addition, any changes in the fair value of the hedged item which is attributable to the hedged risk is adjusted against the 
carrying amount of the hedged item and reflected in the income statement. Where the adjustment is to the carrying amount 
of a hedged interest-bearing financial instrument, the adjustment is amortised to the income statement with the objective of 
achieving full amortisation by maturity.

Non-derivative financial instruments
Non-derivative financial instruments comprise trade and other receivables, cash and cash equivalents, loans and borrowings, 
and trade and other payables. Non-derivative financial instruments are initially recognised at fair value and subsequently 
measured at amortised cost.

A financial instrument is recognised when the Group becomes a party to the contractual provisions of the instrument. Financial 
assets are de-recognised if the Group’s contractual rights to the cash flows from the financial assets expire or if the Group 
transfers the financial asset to another party without retaining control of substantially all risks and rewards of the asset. 
Purchases and sales of financial assets are accounted for at trade date i.e. the date that the Group commits itself to purchase 
or sell the asset. Financial liabilities are de-recognised if the Group’s obligations specified in the contract expire or are 
discharged or cancelled.

Interest-bearing loans and borrowings
Interest-bearing loans and borrowings are recognised initially at fair value less attributable transaction costs. Subsequent to 
initial recognition, interest-bearing loans and borrowings, other than those accounted for under the fair value hedging model 
outlined above, are stated at amortised cost with any difference between cost and redemption value being recognised in the 
income statement over the period of the borrowings on an effective interest basis. Effective interest rate is calculated by taking 
into account any issue costs and any expected discount or premium on settlement.

Provisions
A provision is recognised in the balance sheet when the Group has a present legal or constructive obligation as a result of a past 
event, and it is probable that an outflow of economic benefits will be required to settle the obligation which can be measured 
reliably. If the effect is material, provisions are determined by discounting the expected future cash flows at a pre-tax rate that 
reflects current market assessments of the time value of money and, where appropriate, the risks specific to the liability.

Share capital
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary shares and share 
options are recognised as a deduction from equity, net of any tax effects.

Where share capital recognised as equity is repurchased, the amount of the consideration paid, including directly attributable 
costs, net of any tax effects, is recognised as a deduction from equity. Repurchased shares are classified as treasury shares and 
are presented as a deduction from total equity.

Significant Accounting Policies
for the year ended 30 September 2012 
continued
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1. Revenue   
  2012 2011 
  €’000 €’000

    
 Goods for resale 1,548,384 1,479,727 
 Services 276,470 260,560 
 Commission income 5,352 6,165 
 Total revenue 1,830,206 1,746,452 
    

 
Commission income relates to the sale of products where the Group acts as an agent in the transaction rather than as a 
principal.

2. Segmental information
Segmental information is presented in respect of the Group’s operating segments and geographical regions. The operating 
segments are based on the Group’s management and internal reporting structure. Inter-segment pricing is determined on an 
arm’s length basis. Segment results, assets and liabilities include items directly attributable to a segment as well as those 
that can be allocated on a reasonable basis. Due to the nature of certain liabilities, which are not segment specific, they have 
not been allocated to a segment but rather have been disclosed in aggregate immediately after the relevant segment note. 
Segment capital expenditure is the total cost incurred during the period to acquire segment assets that are expected to be 
used for more than one period and is comprised of property, plant and equipment, goodwill and intangible assets.

Operating segments
United Drug is a leading healthcare services provider in Ireland, the United Kingdom, North America and Continental 
Europe. IFRS 8 Operating Segments requires the reporting of information for operating segments to reflect the Group’s 
management structure and the way financial information is regularly reviewed by the Group’s Chief Operating Decision 
Maker, which the Group has defined as the Board of Directors. The segmental information of the business as presented 
corresponds with these requirements. Operating profit before acquisition costs, amortisation of intangible assets and 
exceptional items in 2011 represents the key measure utilised in assessing the performance of operating segments. 

The Group’s businesses are divided into the following operating segments:

-  Healthcare Supply Chain  
The Healthcare Supply Chain segment combines all of the Group’s healthcare logistics based businesses.

-  Sales, Marketing & Medical (SMM) 
The SMM segment provides contract sales outsourcing and related marketing services to healthcare manufacturers.

-  Packaging & Specialty 
The Packaging & Specialty segment provides outsourced packaging solutions to pharmaceutical manufacturers.

Geographical analysis
The Group operates in four principal geographical regions being the Republic of Ireland, the United Kingdom, North 
America and Continental Europe. In presenting information on the basis of geographical segments, segment revenue is 
based on the geographical location of the Group’s subsidiaries. Segment assets are based on the geographical location of 
the assets.

Inter-segment revenue is not material and thus not subject to disclosure.

Notes forming part of the Group Financial Statements
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Notes forming part of the Group Financial Statements
continued

2. Segmental information (continued)
 The segment results for the year ended 30 September 2012 are as follows:   

 
 

 
 

 
 

Healthcare 
Supply Chain

2012 

Sales, 
Marketing & 

Medical
2012 

Packaging & 
Specialty

2012 
Group Total

2012 

 Income statement items  €’000 €’000 €’000 €’000

       
 Segment revenue  1,455,782 213,867 160,557 1,830,206 
 Adjusted	operating	profit*  48,322 20,575 15,522 84,419 
 Amortisation of intangible assets  (5,940) (4,227) (3,345) (13,512)
 Acquisition costs  - (2,288) (1,019) (3,307)
 Operating profit  42,382 14,060 11,158 67,600 
 Finance income     8,012 
 Finance expense     (16,626)
 Profit before tax     58,986 
 Income tax expense     (11,373)
 Profit for the financial year     47,613 
 *	excluding	amortisation	of	intangible	assets	and	acquisition	costs.   
       
 
 
 

 
 
 

 
 
 

Healthcare
Supply Chain

2011 

Sales, 
Marketing
& Medical

2011 

Packaging
& Specialty

2011 
Group Total

2011 
   €’000 €’000 €’000 €’000

       
 Segment revenue  1,409,496 198,989 137,967 1,746,452 
 Adjusted	operating	profit*  44,378 20,130 12,278 76,786 
 Amortisation of intangible assets  (6,644) (4,199) (3,691) (14,534)
 Exceptional item  (6,061) (1,886) (1,805) (9,752)
 Operating profit  31,673 14,045 6,782 52,500 
 Finance income     8,322 
 Finance expense     (16,657)
 Profit before tax     44,165 
 Income tax expense     (7,708)
 Profit for the financial year     36,457 
 *	excluding	amortisation	of	intangible	assets	and	exceptional	items.     
 
 
 
 

 
 
 
 

 
 
 
 

 
Healthcare

Supply Chain
2012 

Sales, 
Marketing
& Medical

2012 

 
Packaging

& Specialty
2012 

 
 

Group Total
2012 

 Balance sheet items  €’000 €’000 €’000 €’000

       
 Segment assets  593,978 308,174 259,131 1,161,283 
 Unallocated assets     3,376 
      1,164,659 
 Segment liabilities  302,847 102,024 33,573 438,444 
 Unallocated liabilities         297,785 
      736,229 
       
 
 
 

 
 
 

 
 
 

Healthcare
Supply Chain

2011 

Sales, 
Marketing
& Medical

2011 

Packaging
& Specialty

2011 

 
Group Total

2011 
   €’000 €’000 €’000 €’000

       
 Segment assets  581,886 203,475 155,638 940,999 
 Unallocated assets     2,798 

     943,797
 Segment liabilities  256,534 49,904 26,263 332,701 
 Unallocated liabilities             231,078 
      563,779 
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2. Segmental information (continued)

 
Unallocated assets and liabilities comprises amounts relating to interest-bearing loans and borrowings, derivative financial 
instruments, current income tax and deferred income tax.

       
 
 
 

 
 
 

 
 
 

Healthcare
Supply Chain

2012 

Sales, 
Marketing
& Medical

2012 

Packaging
& Specialty

2012 

 
Group Total

2012 

 Other segmental information  €’000 €’000 €’000 €’000

       
 Depreciation  6,360 7,286 2,178 15,824 
 Capital	expenditure*  53,535 90,001 44,679 188,215 
 Amortisation of intangible assets  5,940 4,227 3,345 13,512 
 Share-based payment expense  240 310 216 766 
       
 
 
 

 
 
 

 
 
 

Healthcare
Supply Chain

2011 

Sales, 
Marketing
& Medical

2011 

Packaging
& Specialty

2011 

 
Group Total

2011 
   €’000 €’000 €’000 €’000

       
 Depreciation  6,721 1,907 6,256 14,884 
 Capital	expenditure*  15,260 26,402 5,254 46,916 
 Amortisation of intangible assets  6,644 4,199 3,691 14,534 
 Share-based payment expense  577 474 103 1,154 
       

 
The results and assets of joint ventures and associates are included within the individual business segment in which they 
are included for internal reporting, which is primarily Healthcare Supply Chain.

       
 
 
 

 
 
 

Republic
of Ireland

2012 

United
Kingdom

2012 

Continental 
Europe

2012 

North
America

2012 

 
Group Total

2012 

 Geographical analysis €’000 €’000 €’000 €’000 €’000

       
 Revenue 1,116,281 507,175 47,761 158,989 1,830,206 
 Segment assets 626,626 327,323 66,096 144,614 1,164,659 
 Capital	expenditure* 46,825 41,186 33,365 66,839 188,215 
       
 
 
 

 
 
 

Republic
of Ireland

2011 

United
Kingdom

2011 

Continental 
Europe

2011 

North
America

2011 

 
Group Total

2011 
  €’000 €’000 €’000 €’000 €’000

       
 Revenue 1,097,992 483,623 40,620 124,217 1,746,452 
 Segment assets 570,581 269,055 31,198 72,965 943,799 
 Capital	expenditure* 12,461 29,947 541 3,967 46,916 
       
 *	capital	expenditure	comprises	acquisition	of	property,	plant	and	equipment,	goodwill	and	intangible	assets.
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3. Statutory and other information   
  2012 2011 

  €’000 €’000

    
 Operating profit is stated after charging/(crediting):   
 Depreciation of property, plant and equipment  15,824  14,884 
 Profit on disposal of property, plant and equipment (106) (87)
 Amortisation of intangible assets  13,512  14,534 
 Operating lease rentals:   
 - Land and buildings  3,825  6,108 
 - Other assets  8,689  8,315 
 Foreign exchange loss  52  207 
    
    
  2012 2011 

  €’000 €’000

    
 Auditor’s remuneration   
    
 Description of services   
 Audit services   
 -	Group*  410  415 
 - Company  10  10 
 Other assurance services   
 -	Group**  77  75 
 Tax advisory services   
 -	Group***  33  38 
 Other non-audit services   
 - Group  35  82 
   565  620 
    
 *	includes	€32,000	(2011:	€59,000)	in	relation	to	joint	ventures.   
 **	includes	€4,000	(2011:	€7,000)	in	relation	to	joint	ventures.   
 ***	includes	€7,500	(2011:	nil)	in	relation	to	joint	ventures.   
    
 Fees payable to other KPMG firms outside of Ireland are as follows:   
  2012 2011 

  €’000 €’000

    
 Audit	services*  246  147 
 Other	assurance	services**  99  11 
 Tax	advisory	services***  15  - 
 Other	non-audit	services****  2  - 
   362  158 
    
 *	includes	€28,000	(2011:	€31,000)	in	relation	to	joint	ventures.   
 **	includes	€3,000	(2011:	€4,000)	in	relation	to	joint	ventures.   
 ***	includes	€8,000	(2011:	nil)	in	relation	to	joint	ventures.   
 ****	includes	€2,000	(2011:	nil)	in	relation	to	joint	ventures.   
    
 
 

Details of directors’ remuneration, pension entitlements and interests in share options are set out in the Report on 
Directors’ Remuneration.

Notes forming part of the Group Financial Statements
continued
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4. Finance income and expense   
  2012 2011 

  €’000 €’000

    
 Finance income   
 Income arising from cash deposits 787 1,835 
 Fair value adjustment to fair value hedges 2,900 - 
 Fair value adjustment to guaranteed senior unsecured loan notes - 2,539 
 Fair value of cash flow hedges transferred from equity 4,325 3,207 
 Fair value movement on interest swaps not designated as hedges - 741 
  8,012 8,322 
    
 Finance expense   
 Interest on bank loans and other loans   
 - wholly repayable within five years (6,237) (5,194)
 - wholly repayable after five years (2,153) (4,626)
 Interest on finance leases (31) (38)
 Unwinding of discount on provisions (519) (642)
 Foreign currency loss on retranslation of guaranteed senior unsecured loan notes (4,325) (3,207)
 Interest on overdrafts (451) - 
 Fair value adjustment to guaranteed senior unsecured loan notes (2,900) - 
 Fair value adjustment to fair value hedges - (2,539)
 Ineffective portion of cash flow hedges (10) (411)
  (16,626) (16,657)
 Net finance expense (8,614) (8,335)

5. Exceptional item   
  2012 2011 

  €’000 €’000

    
 Redundancy costs - 8,264 
 Onerous leases - 816 
 Impairment of property, plant & equipment - 672 
  - 9,752 
 Exceptional taxation credit - (1,991)
 Net exceptional items after taxation - 7,761 
    
 
 
 

During the prior year, redundancy costs were incurred in relation to the rationalisation of the Group’s businesses.  
This rationalisation also gave rise to onerous leases and an impairment of property, plant & equipment. 



70

6. Income tax and expense     
 Recognised in the income statement     
    2012 2011 

    €’000 €’000

      
 Current income tax     
 Ireland     
 Adjustment in respect of prior years   (270) 638 
 Current year income tax on profit for the year   (2,182) (1,461)
    (2,452) (823)
 Overseas     
 Adjustment in respect of prior years   584 23 
 Current year income tax on profit for the year   (10,027) (8,205)
    (9,443) (8,182)
 Total current income tax expense   (11,895) (9,005)

 Deferred income tax     
 Origination and reversal of temporary differences:     
 Property, plant and equipment   (290) (779)
 Intangible assets   3,681 3,530 
 Employee benefits   (666) (176)
 Other items   (2,203) (1,278)
 Total deferred income tax credit   522 1,297 
 Income tax expense   (11,373) (7,708)
      

 
Other items primarily relate to a deduction against taxable profits in respect of goodwill arising on the acquisition of certain 
subsidiary undertakings of €1,060,000 (2011: €783,000).

      
 The pre-exceptional tax charge in 2011 is €9,699,000 and the tax credit related to the exceptional item is €1,991,000.
      

 
The deferred income tax credit for the year to 30 September 2012 included a charge of €210,000 in respect of prior years 
(2011: €304,000).

      
 Factors affecting the tax charge in future years     

 
The UK statutory corporation tax rate reduced to 24%, effective from 1 April 2012 and will, as a consequence of substantially 
enacted provisions, reduce to 23% effective from 1 April 2013.

      
 Reconciliation of effective tax rate     
  2012 2012 2011 2011 

  % €’000 % €’000

      
 Profit before tax  58,986  44,165 
 Taxation based on Irish corporation tax rate 12.5 (7,373) 12.5 (5,521)
 Expenses not deductible for tax purposes  (782)  (253)
 Tax on income from joint ventures  751  142 
 Differences in foreign tax rates  (4,073)  (2,433)
 Adjustments in respect of prior years  104  357 
   (11,373)  (7,708)
      
 The Group’s share of joint ventures’ profit after tax includes a tax charge of €2,000,000 (2011: €210,000).

Notes forming part of the Group Financial Statements
continued
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7. Dividends - equity shares   
  2012 2011 

  €’000 €’000

    
 Dividends paid   
 Final dividend for 2011 of 6.25 cent (2010: 6.06 cent) per share 14,915 14,571 
 Interim dividend for 2012 of 2.48 cent (2011: 2.41 cent) per share 5,930 5,858 
 Total dividends 20,845 20,429 
    
 Total dividends 20,845 20,429 
 Scrip issue - (2,845)
 Dividends paid per group cash flow statement 20,845 17,584 
    

 

The directors have proposed a final dividend for 2012 of 6.56 cent (2011: 6.25 cent) per share amounting to €15,721,000 
(2011: €14,915,000), subject to shareholder approval at the Annual General Meeting. The total dividend for the year is 9.04 
cent (2011: 8.66 cent) per share.

    

 
The final dividend for 2012 has not been provided for on the balance sheet at 30 September 2012, as there was no present 
obligation to pay the dividend at year end.

8. Earnings per ordinary share   
  2012 2011 

  €’000 €’000

    
 Profit attributable to the owners of the parent 47,700 36,419 
 Adjustment for amortisation of intangible assets (net of tax) 9,831 11,004 
 Adjustment for acquisition costs (net of tax) 3,307 - 
 Adjustment for exceptional item (net of tax) - 7,761 

 
Earnings adjusted for amortisation of intangible assets, acquisition costs and exceptional item  
(net of tax) 60,838 55,184 

    
    
  Number Number

  of shares of shares

    
 Weighted average number of shares 238,928,214 241,134,302 
 Number of dilutive shares under options 887,476 834,662 
 Weighted average number of ordinary shares including share options 239,815,690 241,968,964 
    
 Basic earnings per share - cent 19.96 15.10 
 Diluted earnings per share - cent 19.89 15.05 
 Adjusted	basic	earnings	per	share	-	cent* 25.46 22.89 
 Adjusted diluted earnings per share - cent* 25.37 22.81 
    
 *	excluding	amortisation	of	intangible	assets,	acquisition	costs	and	exceptional	item	(2011)	(net	of	tax).  
    

 

The adjusted figures for earnings per share are intended to demonstrate the results of the Group after eliminating the 
impact of amortisation of intangible assets, acquisition costs and exceptional items (2011) (net of tax) and are deemed by 
management to be a key metric of monitoring group performance.

    

 

Treasury shares have been excluded from the weighted average number of shares in issue used in the calculation of 
earnings per share. 9,687,350 (2011: 6,757,600) anti-dilutive share options have been excluded from the calculation of 
diluted earnings per share.

    

 
The average market value of the Company’s shares for the purposes of calculating the dilutive effect of share options was 
based on quoted market prices for the period.
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9. Property, plant and equipment      
 
 
 

 
 
 

Land and
buildings

2012 

Plant and
equipment

2012 

Motor
Vehicles

2012 

Computer
equipment

2012 

 
Total
2012 

  €’000 €’000 €’000 €’000 €’000

 Cost      
 At 1 October 2011 75,629 68,656 3,800 23,332 171,417 
 Additions in year 34,936 14,431 77 13,922 63,366 
 Arising on acquisition 342 3,041 1,090 559 5,032 
 Disposals in year (26) (2,140) (2,159) (762) (5,087)
 Translation adjustment 3,426 2,449 (453) 1,048 6,470 
 At 30 September 2012 114,307 86,437 2,355 38,099 241,198 
 Depreciation      
 At 1 October 2011 13,884 40,222 2,701 13,708 70,515 
 Depreciation charge for the year 2,876 8,578 260 4,110 15,824 
 Eliminated on disposal (26) (1,561) (1,629) (615) (3,831)
 Translation adjustment 717 1,486 42 344 2,589 
 At 30 September 2012 17,451 48,725 1,374 17,547 85,097 
 Carrying amount      
 At 30 September 2012 96,856 37,712 981 20,552 156,101 
       
 
 
 

 
 
 

Land and
buildings

2011 

Plant and
equipment

2011 

Motor
Vehicles

2011 

Computer
equipment

2011 

 
Total
2011 

  €’000 €’000 €’000 €’000 €’000

 Cost      
 At 1 October 2010 70,910 64,504 4,898 18,669 158,981 
 Additions in year 5,112 6,067 144 5,678 17,001 
 Arising on acquisition - 368 69 393 830 
 Impairment - (409) - (478) (887)
 Disposals in year (80) (1,665) (1,300) (865) (3,910)
 Translation adjustment (313) (209) (11) (65) (598)
 At 30 September 2011 75,629 68,656 3,800 23,332 171,417 
 Depreciation      
 At 1 October 2010 11,336 34,070 2,946 11,407 59,759 
 Depreciation charge for the year 2,620 8,146 848 3,270 14,884 
 Impairment - (79) - (136) (215)
 Eliminated on disposal (47) (1,848) (1,088) (813) (3,796)
 Translation adjustment (25) (67) (5) (20) (117)
 At 30 September 2011 13,884 40,222 2,701 13,708 70,515 
 Carrying amount      
 At 30 September 2011 61,745 28,434 1,099 9,624 100,902 
       
 No borrowings are secured on the above assets with the exception of the leased assets noted below.
       
 Leased property, plant and equipment     

 

The Group leases items of property, plant and equipment under a number of finance lease agreements. At 30 September 
2012, the carrying amount of leased assets included in property, plant and equipment was €673,000 (2011: €592,000) and 
related depreciation amounted to €126,000 (2011: €329,000).

  

Notes forming part of the Group Financial Statements
continued
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10. Goodwill     
    2012 2011 

    €’000 €’000

 Cost     
 At beginning of year    222,226 206,089 
 Deferred & contingent consideration written back (note 23)   - (1,019)
 Revision to prior year acquisitions   - 92 
 Acquisition consideration refunded   - (984)
 Acquired during the year (note 26)   84,120 20,518 
 Translation adjustment   14,259 (2,470)
 At end of year   320,605 222,226 
      
 Goodwill arises in connection with acquisitions. 
      

 

Goodwill acquired through business combinations has been allocated to cash-generating units (CGUs) for the purpose of 
impairment testing. The cash-generating units represent the lowest level within the Group at which associated goodwill is 
monitored for management purposes and is not bigger than the segments determined in accordance with IFRS 8 Operating 
Segments. A total of 17 (2011:15) cash-generating units have been identified and these are analysed between the operating 
segments in the Group below. The increase in the numbers of CGUs in 2012 relates to CGU’s that have been acquired during 
the year and have not been integrated into existing CGUs of the Group.

      
  2012 Number of 2011 Number of 
  €’000 CGUs €’000 CGUs

      
 Healthcare Supply Chain 87,839 5 82,637 5 
 Sales, Marketing & Medical 133,140 7 73,510 6 
 Packaging & Specialty 99,626 5 66,079 4 
  320,605 17 222,226 15 
      

 
In accordance with IAS36 Impairment of Assets, the CGUs to which significant amounts of goodwill have been allocated are 
as follows:

    2012 2011 

    €’000 €’000

    
 United Drug Medical Group   46,564 44,096 
 Ashfield In2Focus Group   33,941 31,055 
      

 

A reasonably possible change in assumptions in the goodwill impairment model for the significant CGUs would not result in 
an impairment.

The recoverable amounts of cash-generating units are based on value in use calculations. The cash flow forecasts used 
for the value in use computations exclude incremental profits and other cash flows derived from planned acquisition 
activities. The computations use five year cash flow forecasts. For individual cash-generating units, forecasts for up to three 
years have been approved by senior management. The remaining years’ forecasts have been extrapolated using primarily 
growth rates of between 3% to 12% (2011: 4% to 10%) based on the historical annual growth experience of individual cash-
generating units. There are two cash generating units with growth rates of between 16% to 24% for these periods, but 
these have significant scalability with revenue growth rates of between 6% to 8%. For the purposes of calculating terminal 
values, a terminal growth rate of 2.5% (2011: 2.5%) has been adopted. The cash flows are discounted using appropriate risk 
adjusted pre-tax discount rates averaging 10% (2011: 10%).

      

 

The key assumptions used for the value in use computations are that the markets will grow in accordance with publicly 
available data, the Group will maintain its current market share, gross margins will be maintained at current levels and that 
overheads will increase in line with expected levels of inflation. The cash flow forecasts assume appropriate levels of capital 
expenditure and investment in working capital to support the growth in individual cash generating units.

      
 There was no impairment charge for the year ended 30 September 2012 (2011: €nil).
      

 
For the purposes of performing sensitivity analysis, a discount rate of 11% and a terminal growth rate of 2% were applied to 
the cashflow forecasts. Applying these assumptions did not indicate any impairment. 
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11. Intangible assets      
 
 

 
 

Customer
relationships

Trade
names

Contract
based

 
Technology

 
Total

  €’000 €’000 €’000 €’000 €’000

 Cost      
 At 1 October 2010 48,030 27,537 16,921 817 93,305 
 Arising on acquisition 3,401 2,593 - 2,573 8,567 
 Translation adjustment (527) (282) (23) (94) (926)
 At 30 September 2011 50,904 29,848 16,898 3,296 100,946 
 Arising on acquisition 28,263 5,252 - 2,182 35,697 
 Translation adjustment 3,136 2,044 393 254 5,827 
 At 30 September 2012 82,303 37,144 17,291 5,732 142,470 
 Amortisation      
 At 1 October 2010 24,332 12,702 9,154 154 46,342 
 Amortisation during the year 7,035 4,240 2,744 515 14,534 
 Translation adjustment (234) (105) (7) (3) (349)
 At 30 September 2011 31,133 16,837 11,891 666 60,527 
 Amortisation during the year 6,286 4,041 2,541 644 13,512 
 Translation adjustment 2,262 1,324 300 81 3,967 
 At 30 September 2012 39,681 22,202 14,732 1,391 78,006 
       
 Carrying Amount      
 At 30 September 2012 42,622 14,942 2,559 4,341 64,464 
 At 30 September 2011 19,771 13,011 5,007 2,630 40,419 
       

 
The amortisation charge for the year has been charged to other operating expenses in the income statement. Intangible 
assets are amortised over their useful lives, ranging from two to ten years, depending on the nature of the asset.

12. Investment in joint ventures and associates   
 The Group’s interest in its joint ventures and associates, all of which are unlisted, is set out below.  
    
   €’000

    
 At 1 October 2010  22,433 
 Investment during the year  9,368 
 Share of profit after tax  1,134 
 Dividends received from joint ventures  (2,303)
 Transfer to subsidiary undertaking  (1,090)
 Translation adjustment  (263)
   29,279 
 Assets classified as held for sale  (9,243)
 At 30 September 2011  20,036 
 Acquired during the year  177 
 Share of profit after tax  6,007 
 Dividends received from joint ventures  (4,248)
 Translation adjustment  2,266 
 At 30 September 2012  24,238 
    

 

On 17 October 2011, the Group disposed of its 50% shareholding in Medco Health Solutions [Ireland] Limited to Medco 
Health Solutions, Inc. for a consideration of Stg£8.2 million. This gave rise to a gain of €300,000 being the difference 
between the fair value of the previously held asset at the date of sale and the consideration received. The gain has been 
included within the administrative expenses in the income statement.

Notes forming part of the Group Financial Statements
continued
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12. Investment in joint ventures and associates (continued)   
 The investment in joint ventures and associates is comprised as follows:
    
   2012 

   €’000

    
 Non-current assets  24,301 
 Cash and cash equivalents  36,053 
 Other current assets  17,688 
 Non-current liabilities  (21,834)
 Current liabilities  (38,017)
 Group share of carrying amount of net assets  18,191 
 Goodwill  6,047 
   24,238 
    
   2011 

   €’000

    
 Non-current assets  26,589 
 Cash and cash equivalents  38,060 
 Other current assets  142,700 
 Non-current liabilities  (21,948)
 Current liabilities  (161,655)
 Group share of carrying amount of net assets  23,746 
 Goodwill  5,533 
   29,279 
    

 
Included in investment in joint ventures and associates is goodwill with a carrying value of €6,047,000 (2011: €5,533,000). 
This goodwill is subject to annual impairment testing on a similar basis to the goodwill arising in the Group’s subsidiaries. 

  2012 2011 

  €’000 €’000

 Group share of revenue 59,437 618,468 
 Group share of expenses, inclusive of tax (53,430) (617,334)
  6,007 1,134 
    

 
The reduction in revenue and expenses on 2011 is attributable to our significant joint venture, UniDrug Distribution Group 
Limited, accounting for their contractual relationships on an agent basis in 2012.

    
 Capital commitments   

 
At 30 September 2012 and 30 September 2011, there was no authorised or contracted capital expenditure in respect of joint 
ventures.

 
The following are the significant joint ventures of United Drug plc at 30 September 2012, which are included 
within the Healthcare Supply Chain operating segment.  

    
 Incorporated and trading in the United Kingdom and Ireland  

 Name Nature of business Group Share

 UniDrug Distribution Group Limited Distribution of pharmaceutical products 50%
    

 
UniDrug Distribution Group Limited has its registered office at UDG House, Amber Business Park, South Normanton, 
Derbyshire, DE55 2FH.

    
 Magir Limited Healthcare and retail organisation 25%
    
 Magir Limited has its registered office at 44 Montgomery Road, Belfast, BT6 9ML.
    
 All shares held are ordinary shares.   
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13. Inventories   
  2012 2011 

  €’000 €’000

    
 Raw materials 11,867 10,759 
 Work in progress 5,563 3,443 
 Finished goods 141,528 128,434 
  158,958 142,636 
    

 

In 2012, raw materials, work in progress and finished goods recognised as cost of sales amounted to €1,417,478,000 (2011: 
€1,420,340,000). There was no material write-down of inventories to net realisable value during the years ended  
30 September 2012 and 2011.

    
 Current replacement cost does not differ materially from historical cost.   
    

 

At 30 September 2012, the level of consignment inventory within the Group amounted to €186,534,000 (2011: €140,012,000). 
The risks and rewards associated with consignment inventory are not transferred to the Group until the inventory is sold to 
customers.

14. Trade and other receivables       
      2012 2011 

      €’000 €’000

        
 Current       
 Trade receivables     280,135 250,026 
 Other receivables     48,531 17,776 
 Prepayments and accrued income     16,621 16,885 
      345,287 284,687 
        
 The maximum exposure to credit risk for trade receivables at the reporting date by geographical region was:
        
      2012 2011 

      €’000 €’000

 Geographic analysis of credit risk       
 Republic of Ireland     134,820 139,155 
 United Kingdom     79,638 77,052 
 Continental Europe     29,253 12,561 
 North America     36,424 21,258 
      280,135 250,026 
        

 
There is no material concentration of credit risk with regard to individual customers included in Group trade receivables. 
Details of how the Group manages credit risk are set out in note 28.

        

 
The ageing of trade receivables at 30 September 2012 and 2011 was:

Gross value
2012 

Impairment
2012 

Net
2012 

Gross value
2011 

Impairment
2011 

Net
2011 

  €’000 €’000 €’000 €’000 €’000 €’000

        
 Not past due 241,658 (3,830) 237,828 227,945 (3,412) 224,533 
 Past due       
 0 - 30 days 25,041 (659) 24,382 15,502 (315) 15,187 
 31 - 90 days 11,465 (319) 11,146 6,431 (105) 6,326 
 91 - 180 days 3,262 (140) 3,122 3,043 (469) 2,574 
 +181 days 7,248 (3,591) 3,657 5,157 (3,751) 1,406 
  288,674 (8,539) 280,135 258,078 (8,052) 250,026 
        
 All amounts included in trade receivables are part of the normal operating cycle of the Group. 

Notes forming part of the Group Financial Statements
continued
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14. Trade and other receivables (continued)       
 The movement in the allowance for impairment in respect of trade receivables during the year was as follows:
        
      2012 2011 

      €’000 €’000

        
 At beginning of the year     8,052 10,108 
 Bad debts written off during the year     (699) (2,263)
 Acquired during the year     497 - 
 Impairment loss recognised during the year     626 212 
 Translation adjustment     63 (5)
 At end of year     8,539 8,052 
        

 

Trade receivables are assessed individually for impairment. The increase in the allowance for impairment in respect of 
trade receivables during the year to 30 September 2012 primarily arises from the businesses acquired during the year. 
The general economic climate and the difficult trading conditions being experienced by customers of the Group remains 
consistent with 2011 and is closely monitored by the Group.

15. Share capital     
 Equity share capital     

 
 

 
 

Number
of shares

2012 

 
2012 

€’000

Number
of shares

2011 

 
2011 

€’000

      
 Authorised     
 Ordinary shares of 5 cent each 367,471,934 18,373 367,471,934 18,373
 Redeemable ordinary shares of 5 cent each 7,528,066 377 7,528,066 377
  375,000,000 18,750 375,000,000 18,750
 Allotted, called up and fully paid     
 Ordinary shares of 5 cent each 239,544,133 11,977 239,078,522 11,954
 Redeemable ordinary shares of 5 cent each 7,528,066 377 7,528,066 377
 In issue at 30 September 247,072,199 12,354 246,606,588 12,331
      

 

The redeemable ordinary shares do not rank for dividend and do not carry voting rights. The redeemable ordinary shares 
can be redeemed by the Company with the agreement of holders of such shares. All redeemable ordinary shares are held by 
the Group.

      

 

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to attend, 
speak, ask questions and have one vote per share at general meetings of the Company. In accordance with the trust deeds, 
the trustee of the Ashfield In2Focus share scheme (see note 18) refrains from exercising voting rights attached to shares 
held. At 30 September 2012, 19,918 (2011: 25,549) shares were held by the trustee. All shares rank equally with regard to 
the Company’s residual assets.

      
  

Number of
ordinary shares

Number of  
redeemable

ordinary shares  
  2012 2011 2012 2011 

 In issue at beginning of year 239,078,522 240,373,654 7,528,066 7,528,066 
 Exercise of share options 905,000 880,875 - - 
 Customer share scheme - 1,042,464 - - 
 Scrip issue - 1,342,140 - - 
 Shares bought back and cancelled (439,389) (4,560,611) - - 
 In issue at end of year 239,544,133 239,078,522 7,528,066 7,528,066 
      

 
During the year the Company bought back and cancelled 439,389 (2011: 4,560,611) ordinary shares for consideration of 
€1,040,000.

16. Profit attributable to United Drug plc
The profit recorded in the financial statements of the holding Company for the year ended 30 September 2012 was 
€39,979,000 (2011: €51,158,000). As permitted by Section 148(8) of the Companies Act, 1963, the income statement of the 
Company has not been separately presented in these financial statements.
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17. Share premium   
  2012 2011 

  €’000 €’000

 At 1 October 139,604 132,891 
 Premium arising on shares issued 1,679 6,713 
 At 30 September 141,283 139,604 

18. Other reserves       
 
 
 

 
 
 

 
Cash flow

hedge

Share-
based

payment

 
Foreign

exchange

 
Treasury

shares

Capital
redemption

reserve

 
 

Total

  €’000 €’000 €’000 €’000 €’000 €’000

        

 At 1 October 2011  1,914  6,193 (63,598) (5,892)  228 (61,155)
 Effective portion of cash flow hedges (2,132) - - - - (2,132)
 Deferred tax on cash flow hedges 266 - - - - 266 
 Share-based payment expense - 766 - - - 766 
 Release from share-based payment reserve - (68) - - - (68)
 Translation adjustment - 3 29,959 - - 29,962 

 
Loss on hedge of net investment in foreign 
operations - - (2,131) - - (2,131)

 Release of treasury shares on vesting - (16) - 16 - - 
 Share buyback - - - (1,040) - (1,040)
 Cancellation of treasury shares - - - 1,040 22 1,062 
 At 30 September 2012  48  6,878 (35,770) (5,876) 250 (34,470)
        
 
 
 

 
 
 

 
Cash flow

hedge

Share-
based

payment

 
Foreign

exchange

 
Treasury

shares

Capital
redemption

reserve

 
 

Total

  €’000 €’000 €’000 €’000 €’000 €’000

        
 At 1 October 2010 1,026 5,883 (59,875) (6,248) - (59,214)
 Effective portion of cash flow hedges 1,015 - - - - 1,015 
 Deferred tax on cash flow hedges (127) - - - - (127)
 Share-based payment expense - 1,154 - - - 1,154 
 Release from share-based payment reserve - (484) - - - (484)
 Translation adjustment - (4) (3,625) - - (3,629)

 
Loss on hedge of net investment in foreign 
operations - - (98) - - (98)

 Release of treasury shares on vesting - (356) - 356 - - 
 Share buyback - - - (10,467) - (10,467)
 Cancellation of treasury shares - - - 10,467 228 10,695 
 At 30 September 2011 1,914 6,193 (63,598) (5,892) 228 (61,155)
        

Cash flow hedge reserve
The cash flow hedge reserve comprises the effective portion of the cumulative net change in the fair value of cash flow 
hedging instruments related to hedged transactions that have not yet occurred.

Share-based payment reserve
This reserve comprises amounts expensed in the income statement in connection with share-based payments, net of 
transfers to retained earnings on the exercise, lapsing or forfeiting of share awards.

Foreign exchange reserve
The currency translation reserve comprises all foreign exchange differences from 1 October 2004, arising from the 
translation of the net assets of the Group’s non-euro denominated operations, including the translation of the profits of 
such operations from the average exchange rate for the year to the exchange rate at the balance sheet date.

The reserve also includes all foreign exchange differences arising from the translation of liabilities that hedge the 
Company’s net investment in foreign operations.

Notes forming part of the Group Financial Statements
continued
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18.  Other reserves (continued)
Capital redemption reserve
The capital redemption reserve of €250,000 (2011: €228,000) is a legal reserve which has arisen from the Company buying 
back and cancelling its ordinary shares (see note 15).

Treasury shares
Dublin Drug Company Limited
During the year ended 30 September 1998, the Group acquired Dublin Drug Company Limited for consideration of 
€11,726,000, which at the date of its acquisition held 2,225,438 ordinary shares of 32 cent each in United Drug plc which had 
a nominal value of €706,000 and at the date of their acquisition represented 9.84% of the Company’s issued ordinary share 
capital. Subsequent to the acquisition, these ordinary shares were converted into redeemable ordinary shares of 32 cent 
each.

On	29	January	2002,	1,150,000	of	these	redeemable	ordinary	shares	of	32	cent	each	were	redeemed	at	their	market	value	
both out of the proceeds of a placing in the market of 1,150,000 new ordinary shares of 32 cent each and the distributable 
reserves of the Company, in accordance with Article 3A of the Articles of Association of the Company and Section 207 of the 
Companies Act, 1990, and immediately thereafter were cancelled.

During the year ended 30 September 2003, the Company’s shareholders approved a 7 for 1 split of the ordinary share capital 
and redeemable ordinary share capital of the Company. At 30 September 2012, Dublin Drug Company Limited continued 
to hold 7,528,066 redeemable ordinary shares and they have been treated as treasury shares in the balance sheet in 
accordance with the requirements of company law.

Ashfield In2Focus Limited
During the year ended 30 September 2005, a subsidiary undertaking, Ashfield Healthcare Limited, subsequently renamed 
Ashfield In2Focus Limited, acquired 95,000 shares in the Company, on the open market, at a cost of €366,000. These shares 
have been allocated to employees subject to the risk of forfeiture should the employee leave the company during the vesting 
period. As at 30 September 2012, the balance of shares held in the Company was 19,918 (2011: 25,549) shares.

Share incentive scheme
At 30 September 2012, the balance of shares held under the share incentive scheme was 26,994 (2011: 26,994) shares. 

Summary
At 30 September 2012, 7,574,978 (2011: 7,580,609) treasury shares were held by the Group, representing 3.06% (2011: 3.07%) 
of the issued ordinary and redeemable ordinary share capital of the Company.

19. Retained earnings   
  2012 2011 

  €’000 €’000

    
 At beginning of year 289,142 282,286 
 Net income recognised directly in the income statement 47,700 36,419 
 Net income recognised directly in other comprehensive income   
 - Actuarial (loss)/gain on defined benefit schemes (6,522) 297 
 - Deferred income tax on defined benefit schemes 751 552 
 Dividends paid to equity holders (20,845) (20,429)
 Share buyback (1,040) (10,467)
 Release from share-based payment reserve 68 484 
 At end of year 309,254 289,142 
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20. Non-controlling interests   
  2012 2011 

  €’000 €’000

    
 At 1 October 96 58 
 Share of (loss)/profit for the financial year (87) 38 
 At 30 September 9 96 
    

 
The	non-controlling	interests	is	with	respect	to	Verotech	AB,	a	business	in	Sweden,	which	distributed	specialist	analytical	
chemistry equipment.

21. Interest-bearing loans and borrowings   
  2012 2011 

  €’000 €’000

 Non-current   
 Bank borrowings 130,589 74,019 
 Finance leases 150 311 
 Guaranteed senior unsecured notes 154,650 147,367 
  285,389 221,697 
 Current   
 Bank borrowings 200 200 
 Bank overdrafts 1,078 - 
 Finance leases 405 276 
  1,683 476 
    
 Interest-bearing loans and borrowings are repayable as follows:   
  2012 2011 

  €’000 €’000

 Bank borrowings, overdrafts and guaranteed senior unsecured notes   
 Within one year 1,278 200 
 After one but within two years 41,217 220 
 After two but within five years 192,637 123,963 
 After five years 51,385 97,203 
 Finance leases   
 Within one year 405 276 
 After one but within two years 150 208 
 After two but within five years - 103 
  287,072 222,173 
 Non-current 285,389 221,697 
 Current 1,683 476 
  287,072 222,173 
    
    
 During 2004, the Group completed a debt financing in the US Private Placement Market. The following notes remain outstanding:
    
  2012 2011 

  $’000 $’000

    
 5.68% Series ‘B’ guaranteed senior unsecured notes, 2014 40,000 40,000 
 5.85% Series ‘C’ guaranteed senior unsecured notes, 2016 22,000 22,000 
  62,000 62,000 

Notes forming part of the Group Financial Statements
continued
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21. Interest-bearing loans and borrowings (continued)   

 
In September 2010, the Group completed a US$130 million debt financing in the US Private Placement Market. The following 
notes remain outstanding:

    
  2012 2011 

  $’000 $’000

 4.60% Series ‘A’ guaranteed senior unsecured notes, 2017 65,000 65,000 
 5.25% Series ‘B’ guaranteed senior unsecured notes, 2020 65,000 65,000 
  130,000 130,000 
    

 
All the loan notes were issued by United Drug Finance Limited, a wholly owned subsidiary, and have been guaranteed by 
United Drug plc and other group undertakings.

    

 
The US dollar proceeds were swapped into euro and the fixed interest rates applicable to the debt were swapped into a 
mixture of fixed and floating rate debt to generate the desired interest profile.

    
 These loans are repayable in full on maturity.   
    
 Borrowing facilities   

 
At 30 September 2012, the Group had €104,407,000 of undrawn overdraft and loan facilities. Of these facilities, €79,407,000 
were committed, with a maturity date of November 2015.

    

 
At 30 September 2011, the Group had €85,890,000 of undrawn overdraft and loan facilities. Of these facilities, €60,890,000 
were committed, with a maturity date of August 2014.

22. Trade and other payables   
  2012 2011 

  €’000 €’000

 Current   
 Trade payables 245,909 218,311 
 Accruals and deferred income 80,692 39,579 
 Other payables 8,508 8,333 
 PAYE,	VAT	and	social	welfare 15,506 12,589 
  350,615 278,812 

23. Provisions      
 
 
 
 

 
 
 
 

Deferred &
contingent

consideration
2012 

 
Onerous

leases
2012 

 
Redundancy

costs
2012 

 
 

Total
2012 

 
 

Total
2011 

  €’000 €’000 €’000 €’000 €’000

       
 At beginning of year 11,628 1,678 5,658 18,964 17,708 
 Increase in provision during the year - - - - 9,080 
 Deferred & contingent consideration written back - - - - (1,019)
 Arising on acquisitions (note 26) 38,105 - - 38,105 4,053 
 Utilised during the year (1,741) (1,299) (5,447) (8,487) (10,966)
 Release to income statement (250) (249) (211) (710) - 
 Unwinding of discount 519 - - 519 642 
 Translational adjustment 480 68 27 575 (534)
 At end of year 48,741 198 27 48,966 18,964 
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23. Provisions (continued)      
     2012 2011 

     €’000 €’000

       
 Non-current    19,060 9,606 
 Current    29,906 9,358 
     48,966 18,964 
       

Deferred & contingent consideration
The deferred and contingent consideration liability above represents the fair value of amounts which may become payable 
in connection with the acquisition of subsidiaries over the period from October 2012 to August 2015. Payment is dependent 
on achieving predetermined targets based on future performance and profitability. During the year payments were made of 
€1,741,000 (2011: €7,651,000) with respect to prior year acquisitions. 

24. Operating leases   
 Leases as lessee   

 
Non-cancellable operating lease rentals are payable as set out below. These amounts represent the minimum future lease 
payments, in aggregate, the Group is required to make under existing lease agreements.

    
  2012 2011 

  €’000 €’000

    
 Less than one year 17,304 11,836 
 Between one and five years 26,568 22,565 
 More than five years 8,477 53,016 
  52,349 87,417 
    

 
The Group leases certain property, plant and equipment under operating leases. The leases typically run for an initial lease 
period with the potential to renew the leases after the initial period.

    

25. Deferred income tax assets and liabilities      
 Recognised deferred income tax assets and liabilities are attributable to the following:  
        
 
 

 
 

Assets
2012 

Liabilities
2012 

Net
2012 

Assets
2011 

Liabilities
2011 

Net
2011 

  €’000 €’000 €’000 €’000 €’000 €’000

        
 Property, plant and equipment - (2,660) (2,660) - (1,977) (1,977)
 Intangible assets - (7,975) (7,975) - (6,238) (6,238)
 Employee benefits 3,192 (4,990) (1,798) 2,768 (4,554) (1,786)
 Derivative financial instruments 10 - 10 - (256) (256)
 Other items - (2,430) (2,430) - (157) (157)
 Deferred income tax assets/ (liabilities)  3,202 (18,055) (14,853)  2,768 (13,182) (10,414)
 Reclassification (1,628) 1,628 - (2,383) 2,383 - 

 
Net deferred income tax assets/ 
(liabilities)  1,574 (16,427) (14,853)  385 (10,799) (10,414)

        

 
No deferred income tax is recognised on the unremitted earnings of overseas subsidiaries and joint ventures as the 
Group does not anticipate additional tax on any ultimate remittance.

Notes forming part of the Group Financial Statements
continued
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25. Deferred income tax assets and liabilities (continued)      
 Movement in temporary differences during the year     
 
 
 

 
 
 

 
1 October

2011 

 
Recognised in

profit or loss

Recognised in
other 

comprehensive
income

 
Arising on

acquisition

 
Translation
adjustment

 
30 September

2012 

  €’000 €’000 €’000 €’000 €’000 €’000

        
 Property, plant and equipment (1,977) (290) - - (393) (2,660)
 Intangible assets (6,238) 3,681 - (4,807) (611) (7,975)
 Employee benefits (1,786) (666) 751 - (97) (1,798)
 Derivative financial instruments (256) - 266 - - 10 
 Other items (157) (2,203) - - (70) (2,430)
  (10,414) 522 1,017 (4,807) (1,171) (14,853)
        
 
 
 

 
 
 

 
1 October

2010 

 
Recognised in

profit or loss

Recognised in
other 

comprehensive
income

 
Arising on

acquisition

 
Translation
adjustment

 
30 September

2011 

  €’000 €’000 €’000 €’000 €’000 €’000

        
 Property, plant and equipment (1,305) (779) - (5) 112 (1,977)
 Intangible assets (7,992) 3,530 - (1,743) (33) (6,238)
 Employee benefits (2,158) (176) 552 - (4) (1,786)
 Derivative financial instruments (129) - (127) - - (256)
 Other items 1,050 (1,278) - 14 57 (157)
  (10,534) 1,297 425 (1,734) 132 (10,414)
        

26. Acquisition of subsidiary undertakings      
 During the year ended 30 September 2012, the Group completed five acquisitions:
       

 

-		On	26	June	2012,	the	Group	acquired	the	entire	issued	share	capital	of	Watermeadow	Medical	Limited	and	Watermeadow	
Consulting Inc., a leading healthcare communications and consultancy group providing services that include medical 
writing and preparation of promotional and educational materials typically for products pre-launch. 

       

 

-		On	26	July	2012,	the	Group	agreed,	subject	to	merger	control,	to	acquire	the	entire	issued	share	capital	of	Pharmexx	
GmbH (“Pharmexx”), a leading international trading company and provider of logistics and services in the pharmaceutical 
sector. With effect from 12 September 2012, United Drug assumed control over, and financial risk in, all of the Pharmexx 
group of companies not subject to ongoing competition clearances. The Irish and UK businesses continued to operate 
independently from the Group until clearance was received from the Irish Competition Authority. On 9 November 2012, 
clearance was received and the acquisition was completed on 20 November 2012.

       

 

-  On 28 August 2012, the Group acquired the entire issued share capital of Drug Safety Alliance Inc. (“DSA”) and Synopia RX 
LLC (“Synopia”). DSA provides safety and risk management services supporting pharmaceuticals, biotech, medical device, 
animal and consumer health organisations. The services include all the activities related to the detection, assessment, 
analysis and reporting of adverse drug reactions. Synopia provides market access services, which seek to accelerate the 
access and positioning of medicine in the payer market and include market research, payer strategy development and 
account management.

       

 

-  On 31 August 2012, the Group acquired the UK and US clinical services business (combined “Bilcare Global Clinical 
Supplies”). Bilcare Global Clinical Supplies is a leading clinical trials materials business providing services to global 
pharmaceuticals and biotech manufacturers and clinical research organisations from facilities in the US and UK. The 
services include the formulation, development, packaging, labeling and supply chain management of drugs used in the 
clinical trials process. 
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Notes forming part of the Group Financial Statements
continued

26. Acquisition of subsidiary undertakings (continued)      

 

The acquisitions of Pharmexx and Bilcare have been deemed to be material transactions and separate disclosure of the 
fair values of the identifiable assets and liabilities has therefore been made. None of the remaining business combinations 
completed during the year were considered sufficiently material to warrant separate disclosure of the fair values 
attributable to those combinations. 

       

 

Goodwill is attributable to the future economic benefits arising from assets which are not capable of being individually 
identified and separately recognised. The significant factors giving rise to the goodwill include the value of the workforce 
and management teams within the businesses acquired and the enhancement of the competitive position of the Group in 
the marketplace and the strategic premium paid by United Drug plc to create the combined Group. 

       
 The intangible assets arising on the acquisitions are primarily related to the trade names, customer relationships and 

technology of the businesses acquired. 
       
 The fair value of the assets and liabilities acquired (excluding net cash acquired) was as follows:
       
       
     2012 2011 

  Pharmexx Bilcare Others Total Total

  €’000 €’000 €’000 €’000 €’000

 Assets      
 Non-current assets      
 Property, plant and equipment 966 3,367 699 5,032 830 
 Intangible assets – other intangible assets 7,000 12,680 16,017 35,697 8,567 
 Investment in associate 177 - - 177 - 
 Total non-current assets 8,143 16,047 16,716 40,906 9,397
       
 Current assets      
 Inventories 1,242 360 - 1,602 - 
 Financial	asset* 2,568 - - 2,568 173 
 Trade	and	other	receivables** 31,132 7,099 6,760 44,991 6,417 
 Total current assets 34,942 7,459 6,760 49,161 6,590 

 Liabilities      
 Deferred income tax liabilities (2,100) (1,026) (1,681) (4,807) (1,734)
 Total non-current liabilities (2,100) (1,026) (1,681) (4,807) (1,734)
       
 Current liabilities      
 Trade and other payables (20,643) (4,309) (2,209) (27,161) (14,397)
 Current income tax liabilities (1,069) (260) (444) (1,773) (745) 
 Total current liabilities (21,712) (4,569) (2,653) (28,934) (15,142)
       
 Identifiable net assets acquired 19,273 17,911 19,142 56,326 (889)
 Intangible assets - goodwill 24,200 30,440 29,480 84,120 20,610 
 Total consideration (enterprise value) 43,473 48,351 48,622 140,446 19,721 
       
 Satisfied by:      
 Cash 32,269 48,848 30,343 111,460 20,957 
 Fair value of previously held 50% interest in TCP - - - - 3,620 
 Net cash acquired (4,866) (497) (3,756) (9,119) (8,909)
  27,403  48,351  26,587  102,341  15,668 
 Deferred and contingent acquisition consideration 16,070 - 22,035 38,105 4,053 
 Total consideration  43,473  48,351  48,622  140,446  19,721 

 

*		the	financial	asset	classified	as	a	current	asset	represents	the	fair	value	of	the	net	assets	of	the	UK	and	Republic	of	
Ireland subsidiaries of Pharmexx GmbH. The Group did not assume control of these subsidiaries until competition 
approval was obtained from the Irish Competition Authority. On 9 November 2012, approval was received and the 
acquisition was completed on 20 November 2012.

       

 
**	the	deferred	consideration	with	respect	to	Pharmexx,	that	is	payable	to	the	selling	shareholders,	is	matched	by	a	

receivable from the selling Shareholders on the acquired balance sheet of Pharmexx.
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26. Acquisition of subsidiary undertakings (continued)      

 

The initial assignment of fair values to identifiable net assets acquired has been performed on a provisional basis in respect 
of a number of the business combinations above given the timing of closure of these transactions. Any amendments to 
these fair values within the twelve month timeframe from the date of acquisition will be disclosable in the 2013 Annual 
Report as stipulated by IFRS 3 Business Combinations. 

  
 The acquisition related costs for these acquisitions which amounted to €3,307,000 are presented separately in the income 

statement. In the prior year, €199,847 of acquisition costs were incurred and these were included in administration 
expenses in the income statement.

 
 
       

 

The fair value of contingent consideration recognised at the date of acquisition is calculated by discounting the expected 
future payment to present value at the acquisition date. In general, for contingent consideration to become payable, pre-
defined profit thresholds must be exceeded. On an undiscounted basis, the future payments for which the Group may be 
liable in respect of acquisitions in the current year range from nil to €23,000,000.

       

 The Group’s results for the year ended 30 September 2012 includes the following amounts in respect of the businesses 
acquired during the year: 

      2012 
   Pharmexx Bilcare Others Total

   €’000 €’000 €’000 €’000

 Revenue  10,063 1,494 4,494 16,051 
       
 Gross Profit  9,761 451 1,742 11,954 
 Distribution expenses  (9,902) (391) (1,007) (11,300)
 Other	operating	expenses*  (114) (192) (329) (635)
       
 Operating (loss)/profit  (255) (132) 406 19 
 Net interest expense  (47) (124) (16) (187)
       
 (Loss)/profit before tax  (302) (256) 390 (168)
 Income tax  90 96 (93) 93 
       
 (Loss)/profit after tax  (212) (160) 297 (75)
  
 *	other	operating	expenses	consists	of	amortisation	of	intangible	assets.     

 Had these acquisitions been effected on 1 October 2011, the combined Group would have recorded total revenues of 
€1,984,559,000 and profit after interest and tax for the financial year of €42,990,000. 
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Notes forming part of the Group Financial Statements
continued

27. Employee benefits   
 The aggregate employee costs recognised in the income statement are as follows:
    
  2012 2011 

  €’000 €’000

    
 Wages and salaries 183,066 154,449 
 Social security contributions 20,375 18,307 
 Pension costs - defined contribution schemes 4,353 3,479 
 Pension costs - defined benefit schemes (1,540) 1,170 
 Share-based payment expense 766 1,154 
 Termination payments (included in exceptional item) - 8,264 
  207,020 186,823 
    
 The average number of employees, including executive directors, during the year was as follows:   
    
  2012 2011 

    
 Marketing, distribution and selling 3,366 3,451 
 Manufacturing 1,182 1,057 
 Administration 64 35 
  4,612 4,543 
    
 A further 1,129 (2011: 1,176) personnel are employed in the Group’s joint ventures.   
    
 (i) Defined contribution schemes   

 
The Group makes contributions to a number of defined contribution schemes, the assets of which are vested in independent 
trustees for the benefit of members and their dependants.

    
 (ii) Defined benefit schemes   

 
The following amounts were recognised on the balance sheet of the Group in respect of employee benefit schemes as at 30 
September:

    
  2012 2011 

  €’000 €’000

    
 Employee benefit asset 13,619 12,209 
 Employee benefit liability (22,051) (18,099)
  (8,432) (5,890)
    
 The Group operates a number of defined benefit schemes as at 30 September as follows:   
    
 Net liability   
  2012 2011 

  €’000 €’000

    
 Republic of Ireland defined benefit schemes (18,277) (14,054)
 Northern Ireland defined benefit scheme (3,774) (4,045)
 United States defined benefit scheme 13,619 12,209 
  (8,432) (5,890)
    

 

The Group operates a number of defined benefit schemes which are funded by the payment of contributions to separately 
administered trust funds. The contributions to the schemes are determined with the advice of independent qualified 
actuaries obtained at regular intervals using the projected unit method of funding. Each defined benefit scheme is 
independently funded and the assets are vested in the independent trustees for the benefit of members and their 
dependants. The valuations are not available for public inspection but the results are advised to members of the schemes. 
The most recent full actuarial valuations for the principal schemes were conducted as at 31 December 2011 for the 
Republic	of	Ireland	(ROI)	schemes,	1	April	2010	for	the	Northern	Ireland	(NI)	scheme	and	1	January	2012	for	the	US	scheme.	

    
  Assumed medical costs are not a component of the pension obligations of any of the Group’s pension obligations.
    
 The valuation method used for all Group defined benefit schemes is the projected unit method.  
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27. Employee benefits (continued)   

 
The principal long-term financial assumptions used by the Group’s actuaries in the computation of the defined benefit 
liabilities arising on pension schemes as at 30 September are as follows:

 
 
 

 
 
 

 
 
 

 
ROI

schemes

 
 
 

 
 
 

 
US

scheme

 
 
 

 
 
 

 
NI

scheme

 
 
 

  2012 2011 2010 2012 2011 2010 2012 2011 2010 

           

 Increase in salaries 3.00% 3.00% 3.50%
2.75-

4.00%
2.75-

4.00%
2.75-

4.00% 0.00% 4.00% 4.00%

 Increase in pensions 0-2.00% 0-2.00% 0-2.00% 0.00% 0.00% 0.00%
1.80-

3.00%
1.90-

3.30%
2.20-

3.30%
 Inflation rate 2.00% 2.00% 2.00% 2.75% 2.75% 2.75% 2.35% 2.60% 3.50%
 Discount rate 4.00% 5.25% 4.80% 3.40% 4.70% 5.00% 4.35% 5.05% 5.00%
           

 

The reduction in discount rates is reflective of changes in bond yields during the year. These changes are the primary reason 
for the actuarial losses during the year. In the Northern Ireland scheme, there is no longer a salary increase assumption 
due to a move to career average related earnings from 1 September 2012. This change and other changes to the scheme 
has resulted in a curtailment gain of €1,806,000. A curtailment gain of €1,175,000 has been recognised in the ROI schemes 
following a change in the pension arrangements.

           

 
The assumed long-term rates of return at 30 September analysed by class of investments in which the schemes’ assets are 
invested, are as follows:

 
 
 

 
 
 

 
 
 

 
ROI

schemes

 
 
 

 
 
 

 
US

scheme

 
 
 

 
 
 

 
NI

scheme

 
 
 

  2012 2011 2010 2012 2011 2010 2012 2011 2010 

           
 Equities 5.60% 7.15% 7.75% 7.70% 8.10% 8.40% 7.50% 8.50% 8.00%
 Bonds 2.90% 3.15% 3.75% 3.40% 4.30% 4.70% 2.70% 3.40% 3.80%
 Property 4.60% 6.15% 6.75% N/A N/A N/A 6.10% 7.80% 7.80%
 Other 1.40% 1.40% 2.00% N/A N/A N/A 2.70% 3.30% 3.70%
           

 

For the ROI schemes and the Northern Ireland scheme, the expected rate of return on plan assets is based on market 
expectations for investment returns over the entire life of the obligation. The investment return on bonds is based on market 
yields at the balance sheet date. The expected rate of return for equities and property is calculated assuming that equities 
and property will outperform bonds over the long term by 2.7% and 1.7% in the ROI schemes and 4.8% and 3.4% in the 
Northern Ireland scheme. The composition of actual Group scheme assets is detailed below.

           

 

For the United States scheme, the expected return on assets was derived using the expected return over a 20-year 
investment horizon of the recommended target allocation. The return is based on a building block approach recognising 
current yields for fixed income securities. The expected rate of return for equities assumes equities will outperform bonds 
over the long term by 3.3%.

 

All schemes used certain mortality rate assumptions when calculating scheme obligations. These are based on advice from 
published statistics and experience in each geographic region. This assumption will continue to be monitored in the light of 
general trends in mortality experience. The average life expectancy of a pensioner at age 65, in years, is as follows: 

 
  ROI schemes US scheme NI scheme
  2012 2011 2012 2011 2012 2011 

 Current pensioners       
 Male 22.3 22.9 17.8 17.8  22.0  22.0 
 Female 23.7 24.5 19.8 19.8  23.0  23.0 
        
 Future pensioners       
 Male 24.9 25.6 17.8 17.8  23.0  23.0 
 Female 25.9 26.7 19.8 19.8  25.0  25.0 
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Notes forming part of the Group Financial Statements
continued

27. Employee benefits (continued)
 The market value of the assets in the pension schemes at 30 September 2012 were:
          
 
 

 
 

 
 

ROI
2012 

 
 

US
2012 

 
 

NI
2012 

 
 

Total
2012 

  % €’000 % €’000 % €’000 % €’000

          

 Equities  77 20,428 53 10,101 40 6,558 60 37,087 
 Bonds  17 4,508 47 9,096 52 8,379 35 21,983 
 Property  2 655 - - 8 1,235 3 1,890 
 Other  4 1,037 - - - 16 2 1,053 

 
Fair value of scheme 
assets 100 26,628 100 19,197 100 16,188 100 62,013 

 
Present value of 
scheme obligations  (44,905)  (5,578)  (19,962)  (70,445)

 
Employee benefits 
(liability)/asset  (18,277)  13,619  (3,774)  (8,432)

 
Deferred income tax 
asset/(liability)  2,285  (4,990)  907  (1,798)

 Net (liability)/asset  (15,992)  8,629  (2,867)  (10,230)
          
 The market value of the assets in the pension schemes at 30 September 2011 were:    
          
 
 

 
 

 
 

ROI
2011 

 
 

US
2011 

 
 

NI
2011 

 
 

Total
2011 

  % €’000 % €’000 % €’000 % €’000

          
 Equities  73 15,472 48 7,754 40 5,311 56 28,537 
 Bonds  18 3,786 52 8,279 52 6,977 38 19,042 
 Property  3 657 - - 8 1,072 3 1,729 
 Other  6 1,271 - - - 37 3 1,308 

 
Fair value of scheme 
assets 100 21,186 100 16,033 100 13,397 100 50,616 

 
Present value of 
scheme obligations  (35,240)  (3,824)  (17,442)  (56,506)

 
Employee benefits 
(liability)/asset  (14,054)  12,209  (4,045)  (5,890)

 
Deferred income tax 
asset/(liability)  1,757  (4,554)  1,011  (1,786)

 Net (liability)/asset  (12,297)  7,655  (3,034)  (7,676)

 Movements in fair value of plan assets      
          
 
 

 
 

ROI
2012 

US
2012 

NI
2012 

Total
2012 

ROI
2011 

US
2011 

NI
2011 

Total
2011 

  €’000 €’000 €’000 €’000 €’000 €’000 €’000 €’000

          
 At beginning of year 21,186 16,033 13,397 50,616 21,275 15,976 13,000 50,251 

 
Expected return on 
scheme assets 1,313 1,064 851 3,228 1,451 1,036 774 3,261 

 Employer contributions 1,615 - 578 2,193 1,644 - 557 2,201 
 Employee contributions 64 - 107 171 59 - 106 165 
 Benefit payments (723) (150) (649) (1,522) (758) (106) (364) (1,228)

 

Actual return less 
expected return on 
scheme assets 3,173 1,456 606 5,235 (2,485) (895) (494) (3,874)

 Translation adjustment - 794 1,298 2,092 - 22 (182) (160)
 At end of year 26,628 19,197 16,188 62,013 21,186 16,033 13,397 50,616 
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27. Employee benefits (continued)

Movements in present value of defined benefit obligations    
          
 
 

 
 

ROI
2012 

US
2012 

NI
2012 

Total
2012 

ROI
2011 

US
2011 

NI
2011 

Total
2011 

  €’000 €’000 €’000 €’000 €’000 €’000 €’000 €’000

          
 At beginning of year 35,240 3,824 17,442 56,506 37,575 2,762 17,179 57,516 
 Current service costs 465 918 336 1,719 1,075 780 368 2,223 

 
Interest on scheme 
obligations 1,852 182 916 2,950 1,788 130 850 2,768 

 Employee contributions 64 - 107 171 59 - 106 165 
 Benefit payments (723) (150) (649) (1,522) (758) (106) (364) (1,228)

 
Actuarial loss/(gain) on 
experience variations 10,693 - - 10,693 (1,054) - - (1,054)

 
Effect of changes in 
actuarial assumptions (1,511) 611 1,964 1,064 (2,885) 225 (457) (3,117)

 Curtailment gain (1,175) - (1,806) (2,981) (560) - - (560)
 Translation adjustment - 193 1,652 1,845 - 33 (240) (207)
 At end of year 44,905 5,578 19,962 70,445 35,240 3,824 17,442 56,506 
          

 The actuarial (loss)/gain on the plan assets and present value of the defined benefit obligation is as follows:
       
  2012 2011 2010 2009 2008 

  €’000 €’000 €’000 €’000 €’000

       
 Actual return less expected return on scheme assets 5,235 (3,874) 1,133 984 (9,606)
 Actuarial (loss)/gain on experience variations (10,693) 1,054 (138) 35 (806)
 Effect of changes in actuarial assumptions (1,064) 3,117 (9,761) (3,863) 5,051 
 Total included in group statement of comprehensive income (6,522) 297 (8,766) (2,844) (5,361)
       

 
The	Irish	Government	pension	levy,	which	is	based	on	0.6%	of	the	scheme	assets	at	30	June	2012,	has	been	included	as	a	
reduction in the actuarial movement on plan assets and accordingly, has been recorded in the income statement.

       
 Historical information      
  2012 2011 2010 2009 2008 

  €’000 €’000 €’000 €’000 €’000

       
 Fair value of scheme assets 62,013 50,616 50,251 42,702 39,728 
 Present value of scheme obligations 70,445 56,506 57,516 42,862 37,179 
       
 Defined benefit pension expense recognised in the income statement     
       
 
 

 
 

 
 

ROI
2012 

US
2012 

NI
2012 

Total
2012 

   €’000 €’000 €’000 €’000

 Current service costs  (465) (918) (336) (1,719)
 Curtailment gain  1,175 - 1,806 2,981 
 Interest on scheme obligations  (1,852) (182) (916) (2,950)
 Expected return on scheme assets  1,313 1,064 851 3,228 
   171 (36) 1,405 1,540 
       
 
 

 
 

 
 

ROI
2011 

US
2011 

NI
2011 

Total
2011 

   €’000 €’000 €’000 €’000

 Current service costs  (1,075) (780) (368) (2,223)
 Curtailment gain  560 - - 560 
 Interest on scheme obligations  (1,788) (130) (850) (2,768)
 Expected return on scheme assets  1,451 1,036 774 3,261 
   (852) 126 (444) (1,170)
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Notes forming part of the Group Financial Statements
continued

27. Employee benefits (continued)
 The tax effect relating to these items is disclosed in note 25.    
       
 The cumulative actuarial loss recognised in other comprehensive income is €23,333,000 (2011: €16,811,000).
       
 The expected employers’ contribution for the year ended 30 September 2013 is €1,746,000.  
       
 Share-based payment      
     2012 2011 

     €’000 €’000

       
 Executive Share Option Plan/Executive Share Option Scheme expense   81 739 
 Long Term Incentive Plan expense    651 375 
 Share incentive scheme expense    16 16 
 Ashfield In2Focus share scheme expense    18 24 
     766 1,154 
       
 €392,000 (2011: €526,000) of the total share-based payment expense recognised in the income statement relates to the directors.

 Executive Share Option Plan/Executive Share Option Scheme

 

The Company’s Executive Share Option Plan (ESOP) was established during 2010. Under the ESOP share options may be 
granted to management which may entitle them to purchase shares in the Company so as to provide an incentive to perform 
strongly over an extended period and to encourage alignment of their interests with those of shareholders. The terms of 
the share options granted under the ESOP are set out in the Report on Directors’ Remuneration on pages 36 and 42. During 
the year 3,192,350 (2011: nil) share options were granted under the ESOP. In accordance with the terms of the ESOP, share 
options granted are exercisable at the market price of the underlying share on the last dealing day preceding the date  
of grant.

  

 
The terms of the former Executive Share Option Scheme (ESOS) are also set out in the Report on Directors’ Remuneration 
on pages 36 and 42. 

      

 
The measurement requirements of IFRS 2 Share-based Payment, have been implemented in respect of share options that 
were granted after 7 November 2002. 

      
 A summary of the details in respect of share options granted under the ESOP during the year is set out below.  
      
   2012 2011 

 Grant date 17 November 2011 -

 Fair value at grant date  €0.43 -
 Share price at grant date  €2.08 -
 Exercise price  €2.09 -
 Expected volatility  32.2% -
 Expected life  6.3 years -
 Expected dividend yield  4.3% -
 Risk-free interest rate  2.2% -
 Valuation	model  Binomial -
 Performance period  3 years -
 Vesting	period  3 years -
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27. Employee benefits (continued)
 The number and weighted average exercise price of outstanding share options under the ESOP/ESOS are as follows: 
      
 
 
 
 

 
 
 
 

Weighted
average
exercise

price
2012 

 
Number of

share options
2012 

Weighted
average
exercise

price
2011 

 
Number of

share options
2011 

  € ‘000 € ‘000

      
 Outstanding at beginning of year 2.78 10,522 2.82 13,545 
 Forfeited during the year 2.77 (368) 3.12 (1,209)
 Exercised during the year 1.91 (905) 1.85 (881)
 Lapsed during the year 1.95 (2,028) 3.83 (933)
 Granted during the year 2.30 3,192 - - 
 Outstanding at end of year 2.81 10,413 2.78 10,522 
 Exercisable at end of year 2.81 2,791 2.58 3,731 
      

 

During the year the Remuneration Committee determined that the performance target for Basic Tier share options granted 
on	11	June	2009	(2011:	17	June	2008)	had	not	been	satisfied	and	that	such	share	options	had	lapsed.

The weighted average share price at the date of exercise of share options during the year was €2.20 (2011: €2.30). The  
weighted average remaining contractual life for the share options outstanding at 30 September 2012 was 4.28 years (2011: 
4.83 years).

      
 At 30 September 2012, the range of exercise prices of outstanding share options was from €1.99 to €4.06 (2011: €1.90 to €4.06).
      
 Analysis of ESOP/ESOS share options outstanding at year end    
 Share options by exercise price:     
 
 
 

 
 
 

 
 
 

 
Exercise

price

Number of
share options

2012 

Number of
share options

2011 
   € ‘000 ‘000

      
   1.90 - 910 
   1.95 - 2,098 
   1.99 726 756 
   2.09 3,152 - 
   2.32 1,346 1,438 
   2.83 1,100 1,100 
   3.32 1,000 1,000 
   3.48 1,245 1,245 
   3.83 630 690 
   4.06 1,214 1,285 
    10,413 10,522 
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Notes forming part of the Group Financial Statements
continued

27. Employee benefits (continued)
 Long Term Incentive Plan 
 The Company’s Long Term Incentive Plan (LTIP) was established during 2010. The terms of share options granted under the 

LTIP during the year are set out in the Report on Directors’ Remuneration on pages 36 and 40. Share options were granted 
on 24 May 2012 and a total of 537,253 (2011: 477,015) share options were granted. In accordance with the terms of the LTIP, 
share options granted are exercisable at the nominal value of the underlying share as at the date of grant.

 A summary of the details in respect of share options granted under the LTIP in 2012 and 2011 is set out below.
      
 
 
 

 
 
 

2012 
Non-market

based
awards

2012 
Market

based
awards

2011 
Non-market

based
awards

2011 
Market

based
awards

 Grant date 24 May 2012 24 May 2012 20 May 2011 20 May 2011

 Fair value at grant date €2.22 €1.09 €2.28 €1.07
 Share price at grant date €2.27 €2.27 €2.33 €2.33
 Exercise price €0.05 €0.05 €0.05 €0.05
 Expected volatility 36.5% 36.5% 33.8% 33.8%
 Expected life 3 years 3 years 4.4 years 4.4 years
 Expected dividend yield - - - - 
 Risk-free interest rate 1.0% 1.0% 2.6% 2.6%

 Valuation	model Binomial
Monte Carlo 

Simulation Binomial
Monte Carlo 

Simulation

 Performance period 3 years 3 years 3 years 3 years
 Vesting	period 3 years 3 years 3 years 3 years
      
 The number and weighted average exercise price of outstanding share options under the LTIP are as follows: 
      
 
 
 
 

 
 
 
 

Weighted
average
exercise

price
2012 

 
Number of

 share options
2012 

Weighted
average
exercise

price
2011 

 
Number of

share options
2011 

  € ‘000 € ‘000

 Outstanding at beginning of year 0.05 967 0.05 523 
 Forfeited during the year - - 0.05 (45)
 Granted during the year 0.05 537 0.05 477 
 Dividend equivalents granted during the year - - 0.05 12 
 Outstanding at end of year 0.05 1,504 0.05 967 
 Exercisable at end of year - - - - 
      

The weighted average remaining contractual life for the share options outstanding at 30 September 2012 is 5.70 years 
(2011: 6.17 years).

 Share incentive scheme   

 
The share incentive scheme was replaced by the LTIP during 2010 consequently no (2011: nil) shares were awarded during 
the year. The terms of the share incentive scheme are set out in the Report on Directors’ Remuneration on page 36.

    
 The number of outstanding shares under the share incentive scheme are as follows:
    

 
  

Number of
 shares

2012

Number of
shares

2011
   ‘000 ‘000

 At beginning of year 27 114 
 Vested	during	the	year - (87) 
 At end of year 27 27 

Shares were awarded to senior management under the share incentive scheme for the financial year ended 30 September 
2007 and 30 September 2009. Shares were acquired from market on 13 March 2009 and 19 November 2009. On 1 December 
2010, 87,498 shares vested in accordance with the scheme rules and were released from trust on 14 March 2011.



United Drug plc - Annual Report 2012 - Financial Statements 93

B
us

in
es

s 
R

ev
ie

w
C

or
po

ra
te

 G
ov

er
na

nc
e

Fi
na

nc
ia

l S
ta

te
m

en
ts

Sh
ar

eh
ol

de
r 

In
fo

rm
at

io
n

27. Employee benefits (continued)
 Ashfield In2Focus share scheme   

 

Details of the Ashfield In2Focus share scheme are set out in note 18 and the number of outstanding shares under the 
scheme are as follows: 

 
 

 
 

Number of
shares

2012 

Number of
shares

2011 
  ‘000 ‘000

    
 At beginning of year 26 29 
 Released during the year (6) (3)
 At end of year  20 26 
    

28. Financial instruments and financial risk      
 Fair values versus carrying amounts      
 The fair value of financial assets and liabilities together with the carrying amounts shown in the balance sheet are as follows:
        
 
 
 

 
30 September 2012
 

 
Cash flow

hedges

 
Fair value

hedge

 
 

Receivables

Liabilities at
amortised

cost

Total
carrying 

value

 
 

Fair value
  €’000 €’000 €’000 €’000 €’000 €’000

        
 Trade and other receivables (note 14) - - 345,287 - 345,287 345,287 
 Derivative financial assets - 3,376 - - 3,376 3,376 
 Cash and cash equivalents - - 71,919 - 71,919 71,919 
  - 3,376 417,206 - 420,582 420,582 
        
 Trade and other payables (note 22) - - - 350,615 350,615 350,615 
 Interest bearing loans and borrowings (note 21) - 62,098 - 224,419 286,517 292,651 
 Finance lease liabilities (note 21) - - - 555 555 572 
 Bank overdrafts (note 21) - - - 1,078 1,078 1,078 
 Derivative financial liabilities 133 5,789 - - 5,922 5,922 
 Deferred and contingent consideration (note 23) - - - 48,741 48,741 48,741 
 Other provisions (note 23) - - - 27 27 27 
 Onerous leases (note 23) - - - 198 198 198 
  133 67,887 - 625,633 693,653 699,804 
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Notes forming part of the Group Financial Statements
continued

28. Financial instruments and financial risk (continued)
        
 
 
 

 
30 September 2011
 

 
Cash flow

hedges

 
Fair value

hedge

 
 

Receivables

Liabilities at
amortised

cost

Total
carrying 

value

 
 

Fair value
  €’000 €’000 €’000 €’000 €’000 €’000

        
 Trade and other receivables (note 14) - - 284,687 - 284,687 284,687 
 Derivative financial assets - 2,798 - - 2,798 2,798 
 Cash and cash equivalents - - 108,256 - 108,256 108,256 
  - 2,798 392,943 - 395,741 395,741 
        
 Trade and other payables (note 22) - - - 278,812 278,812 278,812 
 Interest bearing loans and borrowings (note 21) - 59,092 - 162,494 221,586 225,770 
 Finance lease liabilities (note 21) - - - 587 587 698 
 Derivative financial liabilities 7,578 2,770 - - 10,348 10,348 
 Deferred and contingent consideration (note 23) - - - 11,628 11,628 11,628 
 Other provisions (note 23) - - - 5,658 5,658 5,658 
 Onerous leases (note 23) - - - 1,678 1,678 1,678 
  7,578 61,862 - 460,857 530,297 534,592 
        

 
The fair values of the financial assets and liabilities disclosed in the above tables have been estimated using the methods 
and assumptions set out below. 

        
 Trade and other receivables/payables      
 For receivables and payables, the carrying value less impairment provision, where appropriate is deemed to reflect fair value.
        
 Cash and cash equivalents       
 For cash and cash equivalents, the nominal amount is deemed to reflect fair value. 
        
 Interest-bearing loans and borrowings     

 
The fair value of interest-bearing loans and borrowings is based on the fair value of the expected future principal and interest 
cash flows discounted at interest rates effective at the balance sheet date and adjusted for movements in credit spreads.

        
 Finance lease liabilities       
 For finance leases liabilities, fair value is the present value of future cash flows discounted at current market rates.
        
 Provisions       

 
The fair value of deferred and contingent consideration and other provisions represents the best estimate of amounts which may 
become payable in the future. These amounts are discounted to present value using appropriate risk adjusted discount rates.

        
 Derivative financial instruments       
        
 Derivative financial assets     2012 2011 

      €’000 €’000

        
 Non-current     1,585 1,460 
 Current     1,791 1,338 
      3,376 2,798 
        
 Derivative financial liabilities     2012 2011 

      €’000 €’000

        
 Non-current     5,141 9,744 
 Current     781 604 
      5,922 10,348 
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28. Financial instruments and financial risk (continued)
The fair value of interest rate swaps and forward exchange contracts is the estimated amount that the Group would receive 
or pay to terminate the swap at the balance sheet date, taking into account current interest rates.

        

 

The swaps are a mixture of fixed to fixed and fixed to floating rate swaps. The Group classifies the fixed to floating swaps as 
fair value hedges and has stated them at their fair value with a corresponding opposite adjustment to the underlying debt 
for the risk being hedged. Both of these adjustments are recorded within the income statement and to the extent they do 
not offset, this represents the ineffective portion of the fair value hedge. The fair value of these swaps at 30 September 2012 
was an asset of €2,930,000 (2011: asset of €28,000).

        

 

The fixed to fixed rate cross currency interest rate swaps are classified as cash flow hedges and are stated at their fair 
value. The fair value of these swaps at 30 September 2012 was a liability of €5,476,000 (2011: liability of €7,578,000), and 
the effective portion of this adjustment was accounted for in the cash flow hedge reserve. The fair value movement out of 
the cash flow hedge reserve during the year was €2,131,000 (2011: €2,940,000). This fair value movement represents an 
equal but opposite amount to the foreign exchange gain or loss recognised in the income statement on the retranslation of 
underlying foreign currency debt.

        

 
The interest element of the cash flow hedges will be recognised in the income statement in the periods to 30 September 
2020, as the associated interest on the hedged debt is recognised.

        

 
The Group has adopted the following fair value hierarchy in relation to its financial instruments that are carried in the 
balance sheet at fair value as at the year end:

 
 
 
 

•							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	observable	for	the	asset	of	liability	either	

directly (as prices) or indirectly (derived from prices); and
•							Level	3	–	inputs	for	the	asset	or	liability	that	are	not	based	on	observable	market	data	(unobservable	inputs).

        
 Fair value measurement as at 30 September 2012     
    Level 1 Level 2 Level 3 Total

    €’000 €’000 €’000 €’000

 Financial assets       
 Derivative financial instruments   - 3,376 - 3,376 
    - 3,376 - 3,376 
        
 Financial liabilities       
 Derivative financial instruments   - 5,922 - 5,922 
    - 5,922 - 5,922 
        
 Fair value measurement as at 30 September 2011     
    Level 1 Level 2 Level 3 Total

    €’000 €’000 €’000 €’000

 Financial assets       
 Derivative financial instruments   - 2,798 - 2,798 
    - 2,798 - 2,798 
        
 Financial liabilities       
 Derivative financial instruments   - 10,348 - 10,348 
    - 10,348  - 10,348  
        
 Capital management       

 

The directors consider capital to consist of equity (share capital, share premium and retained earnings) and long-term debt. 
The directors’ policy is to maintain a strong capital base to maintain investor, creditor and market confidence and to sustain 
the ongoing development of the group. The directors periodically review the capital structure of the Group, considering the 
cost of capital and the risks associated with each class of capital. The directors monitor the return on equity generated 
by the Group and the level of dividends paid to shareholders. There were no changes to the directors’ approach to capital 
management during the year. The Group is not subject to externally imposed capital requirements.
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28. Financial instruments and financial risk (continued)
      2012 2011 

      €’000 €’000

        
 Capital and reserves attributable to the equity holders of the company 428,421 379,922 
 Net debt     217,699 121,467 
 Capital and net debt     646,120 501,389 
        
 Financial risk management       

 

The Group’s multi-national operations expose it to different financial risks that include foreign exchange rate risks, credit 
risks, liquidity risks and interest rate risks. The Group has a risk management programme in place which seeks to limit the 
impact of these risks on the financial performance of the Group. The Board has determined the policies for managing these 
risks as set out below.

        
 Credit risk       

 

The Group has detailed procedures for monitoring and managing the credit risk related to its trade receivables based on 
experience, customer’s track record and historic default rates. Individual credit limits are generally set by customer and 
credit is only extended above such limits in defined circumstances. 

        

 

The Group establishes an allowance for impairment that represents the best estimate of incurred losses in respect of 
trade and other receivables. Where the Group is satisfied that no recovery of the amount owing is possible, the amount is 
considered irrecoverable and is written off directly against the receivable. 

        

 
At the balance sheet date there were no significant concentrations of credit risk. The maximum exposure to credit risk is 
represented by the carrying amount of each financial asset.

        
 Interest rate risk       

 

The majority of the Group’s ongoing operations are financed from a mixture of cash generated from operations and 
borrowings. Other than the US dollar private placement borrowings which are secured at fixed interest rates, borrowings 
are initially secured at floating interest rates and interest rate risk is monitored on an ongoing basis. Interest rate swaps 
and forward rate agreements are used to manage interest rate risk when considered appropriate having regard to the 
interest rate environment.

        

 

A reduction of one hundred basis points in interest rates at the reporting date would have increased profit before tax by the 
amounts shown below assuming all other variables including foreign currency rates remain constant. An increase of one 
hundred basis points on the same basis would reduce profit before tax by €1,430,000 (2011: €1,379,000).

        
 Effect of reduction of one hundred basis points     
      2012 2011 

      €’000 €’000

        
 Profit before tax     1,003 909 
        
 Currency risk       
 Structural currency risk       

 

A significant element of the Group’s operations are carried out in the UK and the US and as a result the Group is exposed 
to structural currency fluctuations in respect of sterling and the US dollar. Where practical, the Group finances investments 
through borrowings denominated in the same currency in which the related cash flows will be generated. To the extent that 
the non-euro denominated assets and liabilities of the Group do not offset, the Group is exposed to structural currency risk. 
Such movements are reported through the Group statement of other comprehensive income.

        

 

Sterling and US dollar denominated profits are translated into euro at the average rate of exchange for the financial year. 
The average rate at which sterling profits were translated during the year was Stg£0.8239 = €1 (2011: Stg£0.8685 = €1) and 
dollar profits were translated at US$1.2986 = €1 (2011: US$1.3951 = €1). 

        
 The Group is also subject to translational currency risk on the translation of profits earned in the UK and US.
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28. Financial instruments and financial risk (continued)
 Transactional currency risk       

 

The euro is the principal currency of the Group’s Irish and Continental European businesses, sterling is the principal 
currency for the Group’s UK businesses and the US dollar is the principal currency for the Group’s US businesses. The 
Group ensures that its net exposure is kept to an acceptable level by buying or selling foreign currencies at spot and forward 
rates where necessary. Details of the Group’s transactional foreign currency risk at 30 September 2012 and 2011 arising 
from foreign currency transactions are set out in the table below.

 
 
 

 
 
 

 
 
 

 
 
 

 
Sterling

2012 

 
USD
2012 

 
CHF

2012 

 
Total
2012 

    €’000 €’000 €’000 €’000

        
 Cash and cash equivalents   1,043 3,458 47 6,459 
 Trade receivables   386 730 63 5,972 
 Trade and other payables   (1,546) (1,383) (194) (5,417)
 Interest bearing loans and borrowings   - (122,593) - (122,593)
 Derivative financial liabilities   - (1,174) - (1,174)
    (117) (120,962) (84) (116,753)
        
        
 
 

 
 

 
 

 
 

Sterling
2011 

USD
2011 

CHF
2011 

Total
2011 

    €’000 €’000 €’000 €’000

        
 Cash and cash equivalents   3,628 1,467 604 6,718 
 Trade receivables   797 489 564 3,378 
 Trade and other payables   (2,914) (665) (56) (5,821)
 Interest bearing loans and borrowings   - (74,110) - (74,110)
 Derivative financial liabilities   - (1,700) - (1,700)
    1,511 (74,519) 1,112 (71,535)
        

 
The interest-bearing loans and borrowings included in the table above are designated as hedges of the Group’s net 
investment in foreign operations. Gains and losses arising on translation are taken to the foreign exchange reserve.

        

 

As set out in note 21, the Group has US$192 million (2011: US$192 million) debt financing from the US Private Placement 
Market. The US dollar proceeds were swapped into euro and the fixed interest rates applicable to the debt were swapped 
into a mixture of fixed and floating rate debt. 

        
 Sensitivity analysis on transactional currency risk      

 

For the purposes of performing sensitivity analysis on transactional currency risk, financial assets and liabilities 
outstanding at the balance sheet date and denominated in a currency other than the functional currency of individual 
entities, have been aggregated by currency and the impact of a five percent strengthening of the euro against the relevant 
currency calculated. This analysis assumes that all other variables, in particular interest rates, remain constant.

        
 US Dollar:       

 

Based on the value of US dollar denominated financial assets and liabilities held by individual entities with a functional 
currency other than the US dollar, a five percent strengthening of the euro against the US dollar at 30 September 2012 and 
30 September 2011 would have (reduced)/increased equity and profit after tax by the amounts shown below:

        
      2012 2011 

      €’000 €’000

        
 Equity     5,984 3,610 
 Profit after tax     (79) (31)

 Sterling:       

 

Based on the value of sterling denominated financial assets and liabilities held by individual entities with a functional 
currency other than sterling, a five percent strengthening of the euro against sterling at 30 September 2012 and 30 
September 2011 would not have had a material effect on equity or profit after tax of the Group.
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28. Financial instruments and financial risk (continued)
 Funding and Liquidity       
 Liquidity risk       

 

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due. The Group uses 
a combination of long and short-term debt and cash and cash equivalents to meet its liabilities as they fall due. This is 
in addition to the Group’s strong cash flow generation. The Group believes it has sufficient cash resources and bank debt 
facilities at its disposal, which provides flexibility in financing existing operations, acquisitions and other developments.

        

 
The following are the undiscounted contractual maturities of financial instruments, including interest payments and 
excluding the impact of netting arrangements:

        
 30 September 2012       
 
 

 
 

Carrying
amount

Contractual
cash flow

6-12
months

Between
1-2 years

Between
2-5 years

More than
5 years

  €’000 €’000 €’000 €’000 €’000 €’000

        
 Non derivative financial instruments      
 Other loans and borrowings 130,789 142,879 2,130 3,845 134,752 - 
 Bank overdrafts 1,078 1,239 1,174 - - - 
 Finance leases 555 572 207 142 13 - 
 Floating rate unsecured guaranteed senior notes 62,098 69,661 876 1,752 39,345 26,812 
 Fixed rate unsecured guaranteed senior notes 92,552 119,014 2,028 4,057 26,119 84,782 
 Trade and other payables 350,615 350,615 - - - - 
 Provisions 48,966 53,401 13,082 7,860 14,386 - 
 Derivative financial instruments       
 Cash flow hedges 5,789 7,445 127 254 1,634 5,303 
 Fair value hedges 133 149 2 4 84 57 
  692,575 744,975 19,626 17,914 216,333 116,954 
        
 30 September 2011       
 
 

 
 

Carrying
amount

Contractual
cash flow

6-12
months

Between
1-2 years

Between
2-5 years

More than
5 years

  €’000 €’000 €’000 €’000 €’000 €’000

        
 Non derivative financial instruments      
 Other loans and borrowings 74,219 80,754 1,159 2,081 76,535 - 
 Finance leases 587 698 110 214 198 - 
 Floating rate unsecured guaranteed senior notes 59,092 69,662 876 1,752 39,345 26,813 
 Fixed rate unsecured guaranteed senior notes 88,275 116,461 1,985 3,970 25,559 82,962 
 Trade and other payables 278,812 278,812 - - - - 
 Provisions 18,964 20,130 1,154 8,810 1,958 - 
 Derivative financial instruments       
 Cash flow hedges 7,578 9,998 170 340 2,194 7,124 
 Fair value hedges 2,770 3,267 41 82 1,845 1,258 
  530,297 579,782 5,495 17,249 147,634 118,157 
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28. Financial instruments and financial risk (continued)
 Maturity profile of net debt      

 
In respect of income-earning financial assets and interest-bearing financial liabilities, the following table indicates their 
effective interest rates at the balance sheet date and the periods in which they mature.

 30 September 2012       
 
 

 
 

 
 

 
Effective

interest rate

Less than
1 year

Between
1-2 years

Between
2-5 years

More than
5 years

   €’000 €’000 €’000 €’000

        
 Cash at bank and short term deposits  1.18% 71,919 - - - 
 Bank overdrafts  12.0% (1,078) - - - 
 Cash and cash equivalents   70,841 - - - 
 Other loans and borrowings  3.20% (72) (50) (130,667) - 
 Finance leases  5.48% (405) (138) (12) - 
 Floating rate unsecured guaranteed senior notes  2.16% - (16,644) (32,385) (13,069)
 Fixed rate unsecured guaranteed senior notes  4.39% - (15,482) (38,535) (38,535)
 Total loan notes   - (32,126) (70,920) (51,604)
 Total before derivatives   70,364 (32,314) (201,599) (51,604)
 Derivatives   1,011 (500) (573) (2,484)
 Net debt   71,375 (32,814) (202,172) (54,088)
        
 30 September 2011       
 
 

 
 

 
 

 
Effective

interest rate

Less than
1 year

Between
1-2 years

Between
2-5 years

More than
5 years

   €’000 €’000 €’000 €’000

        

 Cash at bank and short term deposits  1.39% 108,256 - - - 
 Other loans and borrowings  3.00% (200) (219) (73,800) - 
 Finance leases  4.64% (276) (208) (103) - 
 Floating rate unsecured guaranteed senior notes  2.59% - - (35,417) (23,675)
 Fixed rate unsecured guaranteed senior notes  4.39% - - (14,747) (73,528)
 Total loan notes   - - (50,164) (97,203)
 Total before derivatives   107,780 (427) (124,067) (97,203)
 Derivatives   734 896 (3,097) (6,083)
 Net debt   108,514 469 (127,164) (103,286)
        

 
The effect of the derivatives included above has been to swap US dollar denominated debt to euro denominated debt and to 
partially swap fixed rate interest into floating rate interest.

29. Capital commitments
Capital expenditure authorised but not contracted amounted to €12,189,000 (2011: €9,300,000) at the balance sheet date. 



100

Notes forming part of the Group Financial Statements
continued

30. Related parties   

 
The Group trades in the normal course of business with its joint venture undertakings. The aggregate value of these 
transactions is not material in the context of the Group’s financial results.

    

 

IAS 24 Related Party Disclosures also requires the disclosure of compensation paid to the Group’s key management 
personnel. This comprises its executive and non-executive directors, together with Persons Discharging Managerial 
Responsibility (‘PDMRs’) as defined in Section 12(8) of the Irish Market Abuse Directive Regulations.

    
 Remuneration of key management personnel   
  2012 2011 

  €’000 €’000

    
 Remuneration, including share-based payment expense 5,690 4,936 
 Pension contributions  765 609 
  6,455 5,545 
    

 
In accordance with IFRS 2 Share-based Payment, an expense of €497,000 (2011: €644,000) has been recognised in the 
income statement in respect of share options granted to key management personnel.

    

 
Details of the remuneration of the Group’s individual directors, together with the number of United Drug plc shares owned by 
them and their outstanding share options are set out in the Report on Directors’ Remuneration.

31. Events after the balance sheet date 
Subsequent to the year end, the Group received competition approval from the Irish Competition Authority, which allows 
the Group to assume control of the UK and Republic of Ireland subsidiaries of Pharmexx GmbH. The UK and Irish entities 
acquired were Pharmexx UK Holdings Limited, Pharmexx UK Limited and Pharmexx Ireland Limited.

On 12 September 2012, the date the Group acquired control of Pharmexx GmbH, the fair value of the net assets of these 
entities was recorded as a financial asset in the amount of €2.568 million (see note 26). Following Irish Competition 
Authority approval on 9 November 2012, the financial asset is being discharged by the acquisition of the following net assets 
measured at fair value:

  €’000

   
 Property, plant and equipment 154

Trade and other receivables 4,314
Cash 1,346
Trade and other payables (2,650)
Accruals (500)

 Deferred and current income tax liabilities (96)
 Net assets 2,568

Given the timing of the Irish Competition Authority approval, the initial assignment of fair values has been performed on a 
provisional basis and any amendments will be made within the twelve month measurement period.
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Company Statement of Comprehensive Income
for the year ended 30 September 2012

 Notes 2012 2011 

  €’000 €’000

    
Profit for the financial year  39,979 51,158 
Other comprehensive income/(expense):    
Company defined benefit pension schemes:    
- Actuarial (loss)/gain 41 (1,950) 770 
- Movement in deferred tax 34 244 (96)
Other comprehensive (expense)/income for the financial year  (1,706) 674 
Total comprehensive income for the financial year  38,273 51,832 
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Company Statement of Changes in Equity
for the year ended 30 September 2012

 
 
 

 
 
 

Equity
share

capital

 
Share

premium

 
Retained
earnings

 
Other

reserves

 
Total

equity
  €’000 €’000 €’000 €’000 €’000

       
At 1 October 2011  12,331 139,604 82,939 56,231 291,105 
       
Profit for the financial year  - - 39,979 - 39,979 
Other comprehensive income/(expense):       
Actuarial loss on defined benefit schemes  - - (1,950) - (1,950)
Deferred tax on defined benefit schemes  - - 244 - 244 
Total comprehensive income for the year  - - 38,273 - 38,273 
New shares issued  45 1,679 - - 1,724 
Share buyback  - - - (1,040) (1,040)
Cancellation of treasury shares  (22) - (1,040) 1,062 - 
Share-based payment expense  - - - 748 748 
Dividends paid to equity holders  - - (20,845) - (20,845)
Release from share-based payment reserve  - - 68 (68) - 
At 30 September 2012  12,354 141,283 99,395 56,933 309,965 
       
       
for the year ended 30 September 2011       
 
 
 

 
 
 

Equity
share

capital

 
Share

premium

 
Retained
earnings

 
Other

reserves

 
Total

equity
  €’000 €’000 €’000 €’000 €’000

       
At 1 October 2010  12,396 132,891 61,519 55,358 262,164 
       
Profit for the financial year  - - 51,158 - 51,158 
Other comprehensive income/(expense):       
Actuarial gain on defined benefit schemes  - - 770 - 770 
Deferred tax on defined benefit schemes  - - (96) - (96)
Total comprehensive income for the year  - - 51,832 - 51,832 
New shares issued  163 6,713 - - 6,876 
Share buyback  - - - (10,467) (10,467)
Cancellation of treasury shares  (228) - (10,467) 10,695 - 
Share-based payment expense  - - - 1,129 1,129 
Dividends paid to equity holders  - - (20,429) - (20,429)
Release from share-based payment reserve  - - 484 (484) - 
At 30 September 2011  12,331 139,604 82,939 56,231 291,105 
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 Notes 2012 2011 

  €’000 €’000

ASSETS    

Non-current    
Property, plant and equipment 32 12,001 3,275 
Investment in subsidiary undertakings 33 81,701 81,214 
Deferred income tax assets 34 1,273 877 
Total non-current assets  94,975 85,366 
Current    
Inventories 35 51,125 41,813 
Trade and other receivables 36 303,451 243,994 
Income tax asset  397 510 
Cash and cash equivalents  - 20,812 
Total current assets  354,973 307,129 
Total assets  449,948 392,495 
    
    
EQUITY    
Equity share capital 15 12,354 12,331 
Share premium 17 141,283 139,604 
Other reserves 37 56,933 56,231 
Retained earnings 37 99,395 82,939 
Capital and reserves attributable to equity holders of the parent  309,965 291,105 
    
LIABILITIES    
Non-current    
Provisions 40 - 199 
Employee benefits 41 7,013 5,361 
Interest bearing loans and borrowings 38 7,525 - 
Total non-current liabilities  14,538 5,560 
Current    
Trade and other payables 39 112,329 95,603 
Provisions 40 198 227 
Bank overdrafts 38 12,918 - 
Total current liabilities  125,445 95,830 
Total liabilities  139,983  101,390 
Total equity and liabilities  449,948 392,495 

On behalf of the Board

P. Gray  L. FitzGerald
Director  Director

Company Balance Sheet
as at 30 September 2012
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Company Cash Flow Statement
for the year ended 30 September 2012

  2012 2011 

 Notes €’000 €’000

    
Cash flows from operating activities    
Profit before tax  40,690 46,611 
Finance income  (107) (1,341)
Finance expense  4,967 6,262 
Operating profit  45,550 51,532 
Depreciation charge 32 1,043 725 
Share-based payment expense 41 261 417 
(Increase)/decrease in inventories  (9,312) 7,194 
(Increase) in trade and other receivables  (59,457) (63,907)
Increase in trade payables, provisions and other payables  16,524 1,780 
Gain on previously held interest  - (2,530)
Interest paid  (5,047) (7,006)
Income taxes paid  (994) (813)
Net cash outflow from operating activities  (11,432) (12,608)
Cash flows from investing activities    
Interest received  107 1,341 
Purchase of property, plant and equipment 32 (9,769) (830)
Investment in subsidiary undertakings  - (3,369)
Net cash outflow from investing activities  (9,662) (2,858)
Cash flows from financing activities    
Proceeds from issue of shares (including share premium thereon, net of scrip dividend)  1,724 4,031 
Proceeds of interest-bearing loans and borrowings  7,525 - 
Shares purchased under share buyback programme  (1,040) (10,467)
Dividends paid to equity holders of the Company  (20,845) (17,584)
Net cash outflow from financing activities  (12,636) (24,020)
Net decrease in cash and cash equivalents  (33,730) (39,486)
Cash and cash equivalents at beginning of year  20,812 60,298 
Cash and cash equivalents at end of year  (12,918) 20,812 
Cash and cash equivalents is comprised of:    
Bank overdrafts  (12,918) 20,812 
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32. Property, plant and equipment      
 
 
 

 
 
 

Land and
buildings

2012 

Plant and
equipment

2012 

Motor
Vehicles

2012 

Computer
equipment

2012 

 
Total
2012 

  €’000 €’000 €’000 €’000 €’000

 Cost      
 At 1 October 2011 3,829 5,162 947 5,183 15,121 
 Additions in year - 32 - 9,737 9,769 
 Disposals in year - - (66) - (66)
 At 30 September 2012 3,829 5,194 881 14,920 24,824 
 Depreciation      
 At 1 October 2011 1,030 5,147 924 4,745 11,846 
 Depreciation charge for the year 77 17 16 933 1,043 
 Eliminated on disposal - - (66) - (66)
 At 30 September 2012 1,107 5,164 874 5,678 12,823 
 Carrying amount      
 At 30 September 2012 2,722 30 7 9,242 12,001 
       
       
 
 
 

 
 
 

Land and
buildings

2011 

Plant and
equipment

2011 

Motor
Vehicles

2011 

Computer
equipment

2011 

 
Total
2011 

  €’000 €’000 €’000 €’000 €’000

 Cost      
 At 1 October 2010 3,829 5,144 1,015 4,371 14,359 
 Additions in year - 18 - 812 830 
 Disposals in year - - (68) - (68)
 At 30 September 2011 3,829 5,162 947 5,183 15,121 
 Depreciation      
 At 1 October 2010 953 5,018 976 4,242 11,189 
 Depreciation charge for the year 77 129 16 503 725 
 Eliminated on disposal - - (68) - (68)
 At 30 September 2011 1,030 5,147 924 4,745 11,846 
 Carrying amount      
 At 30 September 2011 2,799 15 23 438 3,275 
       
 No borrowings are secured on the above assets.

33. Investment in subsidiary undertakings   
  2012 2011 

  €’000 €’000

    
 Cost   
 At beginning of year 81,214 69,327 
 Additions in year - 11,175 
 Share options granted to employees of subsidiary undertakings 487 712 
 At end of year 81,701 81,214 
    
    
 The significant subsidiaries are detailed in note 45.   
    
    

Notes forming part of the Company Financial Statements
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Notes forming part of the Company Financial Statements
continued

34. Deferred income tax assets   
  2012 2011 

  €’000 €’000

    
 At beginning of year  877 1,006 
 Temporary differences - arising in income 152 (33)
 Employee benefits - arising in other comprehensive income 244 (96)
 At end of year  1,273  877 

35. Inventories   
  2012 2011 

  €’000 €’000

    
 Finished goods 51,125 41,813 
    

 
In 2012, finished goods recognised as cost of sales amounted to €651,794,000 (2011: €612,889,000). There was no material 
write-down of inventories to net realisable value during the years ended 30 September 2012 and 2011.

    
 Current replacement cost does not differ materially from historical cost.   
    

 

At 30 September 2012, the level of consignment inventory within the Group amounted to €171,933,000 (2011: €125,831,000). 
The risks and rewards associated with consignment inventory are not transferred to the Group until the inventory is sold to 
customers.

36. Trade and other receivables     
    2012 2011 

    €’000 €’000

      
 Current     
 Trade receivables   56,035 58,569 
 Amounts due from subsidiary undertakings   231,763 170,667 
 Other receivables   11,869 14,067 
 Prepayments and accrued income   3,784 691 
    303,451 243,994 
      
 All amounts fall due within one year.     
      
 The maximum exposure to credit risk for trade receivables at the reporting date by geographical region was:
      
    2012 2011 

    €’000 €’000

 Geographic analysis of credit risk     
 Republic of Ireland   56,035 58,569 
      

 
There is no material concentration of credit risk with regard to individual customers included in the Company trade 
receivables. Details of how the Group manages credit risk are set out in note 28.
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36. Trade and other receivables (continued)     
 The ageing of trade receivables at 30 September was:     
      
  Gross value Impairment Gross value Impairment
  2012 2012 2011 2011 
  €’000 €’000 €’000 €’000

      
 Not past due 56,894 (880) 59,196 (627) 
 Past due     
 0 - 30 days 282 (262) 219 (219) 
 31 - 90 days - - 1 (1) 
 91 - 180 days 1 - 5 (5) 
 +181 days - - 3 (3) 
  57,177 (1,142) 59,424 (855) 
      
 The movement in the allowance for impairment in respect of trade receivables during the year was as follows:
      
    2012 2011 

    €’000 €’000

      
 At beginning of the year   855 1,040 
 Bad debts written off during the year   (41) (250)
 Impairment loss recognised during the year   328 65 
 At end of year   1,142 855 

37. Capital and reserves   
  Other Retained
  reserves earnings
  €’000 €’000

    
 At 1 October 2010 55,358 61,519 
 Profit for the financial year - 51,158 
 Release from share-based payment reserve (484) 484 
 Share buyback (10,467) - 
 Cancellation of treasury shares 10,695 (10,467)
 Dividends paid to equity holders - (20,429)
 Actuarial gain on defined benefit pension scheme - 770 
 Deferred tax on defined benefit pension scheme - (96)
 Share-based payment expense 1,129 - 
 At 30 September 2011 56,231 82,939 
 Profit for the financial year - 39,979
 Release from share-based payment reserve (68) 68 
 Share buyback (1,040) - 
 Cancellation of treasury shares 1,062 (1,040)
 Dividends paid to equity holders - (20,845)
 Actuarial loss on defined benefit pension scheme - (1,950)
 Deferred tax on defined benefit pension scheme - 244 
 Share-based payment expense  748 - 
 At 30 September 2012 56,933 99,395
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Notes forming part of the Company Financial Statements
continued

37. Capital and reserves (continued)   

 

Other reserves represents a share-based payment reserve of €6,850,000 (2011: €6,170,000), a treasury shares reserve 
of (€5,742,000) (2011: (€5,742,000)), a goodwill reserve of (€93,000) (2011: (€93,000)), a non-distributable reserve of 
€55,668,000 (2011: €55,668,000) and a capital redemption reserve of €250,000 (2011:228,000).

    

 

The Company’s non-distributable reserve consists of €16,762,000 (2011: €16,762,000) transferred from the share premium 
account against which goodwill, arising from acquisitions in financial periods prior to 1 October 1999, is offset on 
consolidation and a transfer from the income statement of €38,906,000 (2011: €38,906,000) arising on the restructuring of 
group activities.

    
 Details of equity share capital are set out in note 15.   

38. Interest-bearing loans and borrowings      
      2012 2011 

     €’000 €’000

Non-current
 Bank borrowings     7,525 - 
      7,525 - 
        
 Current       
 Bank overdrafts     12,918 - 
      12,918 - 
        
        
 Interest-bearing loans and borrowings are repayable as follows:     
      2012 2011 

      €’000 €’000

 Bank borrowings and overdrafts       
 Within one year     12,918 - 
 After one but within two years     - - 
 After two but within five years     7,525 - 
      20,443 - 
        
 Details of how the Company manages risk exposures and accounts for financial instruments are set out in note 28.
        
 Foreign currency risk management       

 
The majority of trade conducted by the Company is in euro. Therefore, the level of transactional foreign exchange exposure 
is not material to the Company.

        
 Funding and Liquidity       

 
The following are the undiscounted contractual maturities of financial instruments, including interest payments and 
excluding the impact of netting arrangements:

        
 30 September 2012       
 
 

 
 

Carrying
amount

Contractual
cash flow

6 months
or less

 
6-12 months

Between
1-2 years

Between
2-5 years

  €’000 €’000 €’000 €’000 €’000 €’000

        
 Trade and other payables 112,329 112,329 112,329 - - - 
 Provisions 198 198 198    
  112,527 112,527 112,527 - - - 
        
 30 September 2011       
 
 

 
 

Carrying
amount

Contractual
cash flow

6 months
or less

 
6-12 months

Between
1-2 years

Between
2-5 years

  €’000 €’000 €’000 €’000 €’000 €’000

        
 Trade and other payables 95,603 95,603 95,603 - - - 
 Provisions 426 426 113 114 199 - 
  96,029 96,029 95,716 114 199 - 
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39. Trade and other payables   
  2012 2011 

  €’000 €’000

    
 Current   
 Trade payables 100,196 89,593 
 Accruals and deferred income 9,254 3,915 
 Other creditors 2,879 2,095 
  112,329 95,603 

40. Provisions      
 
 

 
 

 
 

 
 

Onerous
leases

 
Total

 
Total

    2012 2012 2011 
    €’000 €’000 €’000

       
 At beginning of year   426 426 674 
 Utilised during the year   (228) (228) (248)
 At end of year   198 198 426 
       
     2012 2011 

     €’000 €’000

       
 Non-current    - 199 
 Current    198 227 
     198 426 

41. Employee benefits    
 The aggregate employee costs recognised in the income statement are as follows:  
     
   2012 2011 

   €’000 €’000

     
 Wages and salaries  9,869 6,203 
 Social security contributions  1,061 731 
 Pension costs - defined contribution schemes  268 130 
 Pension costs - defined benefit schemes  394 535 
 Curtailment gain  (334) (560)
 Share-based payment expense  261 417 
   11,519 7,456 
     
 The average number of employees, including executive directors, during the year as follows:   
     
   2012 2011 

 Marketing, distribution and selling  84 65 
 Administration  66 35 
   150 100 
     
 (i) Defined contribution schemes    

 
The Company makes contributions to a number of defined contribution schemes, the assets of which are vested in 
independent trustees for the benefit of members and their dependants.



110

41. Employee benefits (continued)    
 (ii) Defined benefit schemes    

 

The Company operates a number of defined benefit schemes which are funded by the payment of contributions to separately 
administered trust funds. The contributions to the schemes are determined with the advice of independent qualified 
actuaries obtained at regular intervals using the projected unit credit method of funding. Each defined benefit scheme 
is independently funded and the assets are vested in the independent trustees for the benefit of members and their 
dependants. The valuations are not available for public inspection but the results are advised to members of the schemes. 
The most recent full actuarial valuations for the principal schemes were conducted as at 31 December 2011. The principal 
assumption used was that the annual rate of return on investments would be 3.5% higher than the annual rate of increase 
in pensionable salaries.

     
 Assumed medical costs are not a component of the pension obligations of any of the Company’s pension obligations.
     
 The valuation method used for Company defined benefit schemes is the projected credit unit method.
     

 
The principal long-term financial assumptions used by the Company’s actuaries in the computation of the defined benefit 
liabilities arising on pension schemes as at 30 September are as follows:

     
  2012 2011 2010 

     
 Increase in salaries 3.00% 3.00% 3.50%
 Increase in pensions 0-2.00% 0-2.00% 0-2.00%
 Inflation rate 2.00% 2.00% 2.00%
 Discount rate 4.00% 5.25% 4.80%
     

 
The reduction in discount rates is reflective of changes in bond yields during the year. These changes are the primary 
reason for the actuarial losses during the year.

     

 
The assumed long-term rates of return at 30 September analysed by class of investments in which the schemes’ assets are 
invested, are as follows:

     
  2012 2011 2010 

     
 Equities 5.60% 7.15% 7.75%
 Bonds 2.90% 3.15% 3.75%
 Property 4.60% 6.15% 6.75%
 Other 1.40% 1.40% 2.00%
     

 

The expected rates of return for each of the categories of the schemes’ assets are based on the current long term 
expectations for such rates. The expected rate of return for equities and property has been calculated assuming that 
equities and property will outperform bonds over the long term by 2.7% and 1.7%. The expected rate of return for bonds has 
been based on bond indices as at 30 September. The composition of actual Company scheme assets is detailed below.

     
 The mortality assumptions of the schemes have been discussed in detail on page 87.  
     
 The market value of the assets in the pension schemes at 30 September were:
     
   2012 2011 

   €’000 €’000

     
 Equities  7,839 5,899 
 Bonds  1,730 1,455 
 Property  251 242 
 Other  398 485 
 Fair value of scheme assets  10,218 8,081 
 Present value of scheme obligations  (17,231) (13,442)
 Employee benefits liability  (7,013) (5,361)
 Deferred income tax asset  877 670 
 Net liability  (6,136) (4,691)

Notes forming part of the Company Financial Statements
continued
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41. Employee benefits (continued)    
 Movements in fair value of plan assets
     
   2012 2011 

   €’000 €’000

     
 At beginning of year  8,081 8,350 
 Expected return on scheme assets  492 569 
 Employer contributions  356 243 
 Employee contributions  16 - 
 Benefit payments  (300) (323)
 Actual return less expected return on scheme assets  1,573 (756)
 At end of year  10,218 8,081 
     
 Movements in present value of defined benefit obligations
     
   2012 2011 

   €’000 €’000

     
 At beginning of year  13,442 14,747 
 Current service costs  177 402 
 Interest on scheme obligations  707 702 
 Actuarial gain on experience variations  (422) (628)
 Employee contributions  16 - 
 Benefit payments  (300) (323)
 Curtailment gain  (334) (560)
 Effect of changes in actuarial assumptions  3,945 (898)
 At end of year  17,231 13,442 
     

 Reconciliation of the actuarial gain to the plan assets and present value of the defined benefit obligation is as follows:
       
  2012 2011 2010 2009 2008 

  €’000 €’000 €’000 €’000 €’000

       
 Actuarial gain on experience variations 422 628 664 345 855 
 Actual return less expected return on scheme assets 1,573 (756) 150 (471) (3,231)
 Effect of changes in actuarial assumptions (3,945) 898 (3,511) 317 (25)

 
Total included in company statement of  
comprehensive income (1,950) 770 (2,697) 191 (2,401)

       
 Historical information      
  2012 2011 2010 2009 2008 

  €’000 €’000 €’000 €’000 €’000

       
 Fair value of scheme assets 10,218 8,081 8,350 7,241 7,151 
 Present value of scheme obligations 17,231 13,442 14,747 11,050 11,051 
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42. Operating leases   
 Leases as lessee   

 
Non-cancellable operating lease rentals are payable as set out below. These amounts represent the minimum future lease 
payments, in aggregate, the Company is required to make under existing lease agreements.

    
  2012 2011 

  €’000 €’000

    

 Less than one year  57 2,450 
 Between one and five years  83 9,801 
 More than five years - 49,787 
  140 62,038 
    
 
 
 

The Company leases certain property, plant and equipment under operating leases. The leases typically run for an initial 
lease period with the potential to renew the leases after the initial period. The decrease in commitments in 2012 is as a 
result of the Company acquiring the office and warehouse facilities in Dublin, which were previously leased.

43. Related party transactions   

 

The Company has related party relationships with its subsidiaries and with the directors of the Company. Details of the 
remuneration of the Company’s individual directors, together with the number of shares in the Company owned by them  
and their outstanding share options are set out in the Report on Directors’ Remuneration.

    
 Transactions with subsidiary undertakings   
  2012 2011 

  €’000 €’000

    
 Management charges to subsidiary undertakings 12,533 8,058 
 Sales to subsidiary undertakings 436,508 424,091 
    
 Details of balances outstanding with subsidiary undertakings are provided in note 36.  
    

 

IAS 24 Related Party Disclosures requires the disclosure of compensation paid to the Company’s key management 
personnel. This comprises its executive and non-executive directors, together with Persons Discharging Managerial 
Responsibility (‘PDMRs’) as defined in Section 12(8) of the Irish Market Abuse Directive Regulations.

    
 Remuneration of key management personnel   
  2012 2011 

  €’000 €’000

   
 Remuneration, including share-based payment expense 4,655 4,256 
 Pension contributions 500 443 
  5,155 4,699 
    

 
In accordance with IFRS 2 Share-based Payment, an expense of €416,000 (2011: €534,000) has been recognised in the 
income statement in respect of share options granted to key management personnel.

44. Contingent liabilities
Guarantees have been given by the Company in respect of borrowing facilities of certain subsidiary undertakings and customers.

Notes forming part of the Company Financial Statements
continued
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45. Significant subsidiary undertakings   
 The following are the significant subsidiary undertakings of United Drug plc at 30 September 2012:  
    
 Incorporated and trading in the Republic of Ireland  
 Name Nature of business Group share
 Ashfield Healthcare (Ireland) Limited Contract sales outsourcing 100%
 Blackhall Pharmaceutical Distributors Limited Distribution of pharmaceutical products 100%
 Intra Pharma Limited Distribution of medical and pharmaceutical equipment 

and consumables
100%

 Intra	Veno	Healthcare	Limited Distribution of medical and pharmaceutical equipment 
and consumables

100%

 J.V.A.	Analytical	Limited* Distribution of specialist analytical chemistry equipment 100%
 Pemberton	Marketing	International	Limited* Distribution of consumer products 100%
 TCP Homecare Limited(1) Delivery of prescribed medicines and infusions to patients 

in the home
100%

 Temperature Controlled Pharmaceuticals Limited(2)* Provision of specialty pharmaceutical distribution services 100%
 United Drug Wholesale Limited Wholesale distribution of pharmaceutical products 100%
 Unitech	Limited* Distribution of medical and scientific equipment and 

consumables
100%

    
 All of the above companies have their registered office at United Drug House, Magna Drive, Magna Business Park, Citywest Road, 

Dublin 24, except:
 (1)   This company has its registered office at Suites 2-3 Westland House, Westland Business Park, Willow Road, Clondalkin, Dublin 12.
 (2)  This company has its registered office at 15-17 Willow Business Park, Knockmitten Lane, Dublin 12.
    
 All shares held are ordinary shares.   
    
 Incorporated and trading in the United Kingdom  
 Name Nature of business Group share
 Arjun Products Limited(3) Distribution of specialised medicines 100%
 Ashfield In2Focus Limited(4) Contract sales outsourcing 100%
 Business Edge Solutions & Training Limited(4) Sales force effectiveness training services provider 100%
 Craig & Hayward Limited(3) Distribution of specialised medicines 100%
 Imotech Medical Limited(4) Distribution of medical equipment 100%
 InforMed Direct Limited(5) Health communications and consultancy services provider 100%
 Mantis Surgical Limited(4) Supply and distribution of surgical products 100%
 MASTA Limited(6) Service provider in the travel health field 100%
 Presearch Limited(4) Distribution of laboratory equipment 100%
 Pyramed Limited(4) Distribution of specialised medical equipment 100%
 Sangers (Northern Ireland) Limited(7) Wholesale distribution of pharmaceutical products 100%
 Sharp Clinical Services (UK) Limited(4) Clinical trials services provider 100%
 TD Packaging Limited(8) Primary and secondary packaging solutions provider 100%
 The Specials Laboratory Limited(9) Manufacturer of specialised medicines 100%
 Ulster Anaesthetics Limited(10) Distribution of medical equipment and consumables 100%
 United Drug (UK) Holdings Limited(4)* Investment holding company 100%
 United Drug Medical Limited(4) Supply and distribution of medical devices and surgical 

products
100%

 Universal WorldEvents Group Limited(4) Event management services provider 100%
 Watermeadow Medical Limited(4) Health communications and consultancy services provider 100%
    
 (3) This company has its registered office at 7 Thames Park, Lester Way, Wallingford, Oxfordshire, OX10 9TA. 

(4) This company has its registered office at Ashfield House, Resolution Road, Ashby de la Zouch, Leicestershire, LE65 1HW.
(5)  This company has its registered office at Hazelwood House, Larkwood Way, Tytherington Business Park, Macclesfield,  

Cheshire, SK10 2XR.
(6) This company has its registered office at Unit 15, Moorfield Business Park, Moorfield Close, Yeadon, Leeds, LS19 7YA.
(7) This company has its registered office at 2 Marshalls Road, Belfast BT5 6SR.
(8)  This company has its registered office at Unit 6, Stephenson Road, Groundwell Industrial Estate, Swindon, Wiltshire, SN25 

5AX.
(9)  This company has its registered office at Unit 2, Regents Drive, Low Prudhoe Industrial Estate, Low Prudhoe,  

Northumberland, NE42 6PX.
(10) This company has its registered office at Maryland Industrial Estate, Ballygowan Road, Castlereagh, Belfast BT23 6BL.
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45. Significant subsidiary undertakings (continued)
 Incorporated and trading in Continental Europe   
 Name Nature of business Group share
 Enestia	Belgium	N.V.(11)* Packaging solutions provider 100%
 Pharma	Logistics	Investments	B.V.(12) Packaging solutions provider 100%
    
 (11) This company has its registered office at Klöcknerstraat 1, 3930 Hamont-Achel, Belgium.

(12) This company has its registered office at Neptunus 12, 8448 CN Heerenveen, the Netherlands.
  

    
 Incorporated and trading in North America  
 Name Nature of business Group share
 Alliance Healthcare Information, Inc.(13) Pharmaceutical sales and marketing company 100%
 Drug Safety Alliance, Inc.(14) Safety and risk management services provider 100%

InforMed Direct, Inc.(15) Health communications and consultancy services provider 100%
 Sharp Clinical Services, Inc.(13) Contract packaging company 100%

Sharp Corporation(16) Contract packaging company 100%
Synopia RX, LLC(17) Market access services provider 100%
Universal WorldEvents, Inc.(18) Event management services provider 100%
Watermeadow Consulting USA, Inc.(19) Health communication and consultancy services provider 100%

    
 
 
 

(13) This company has its registered office at Corporation Trust Center, 1209 Orange Street, Wilmington, Delaware 19801.
(14) This company has its registered office at 5003 South Miami Boulevard, Suite 500, Durham, NC 27703.
(15) This company has its registered office at 7 Island Dock Road, Suite A, Haddam, CT 06438.
(16) This company has its registered office at 7541 Keebler Way, Allentown, PA 18106.
(17) This company has its registered office at 270 Cornerstone Drive, Suite 103, Cary, NC 27519.
(18) This company has its registered office at One Corporate Center, Hartford, CT, 06103-3220.
(19) This company has its registered office at 5 Washington Square, Albany, New York, 12205.

    
 *	subsidiary	undertakings	owned	directly	by	United	Drug	plc.  

46. Auditor remuneration
The auditor’s remuneration for the audit of the Company is detailed in note 3.

47. Section 17 Guarantees
Pursuant to the provisions of Section 17, Companies (Amendment) Act, 1986, the Company has guaranteed the liabilities of 
the following subsidiaries for the financial year ended 30 September 2012; Ashfield Alliance Limited, Ashfield Healthcare 
(Ireland) Limited, Blackhall Pharmaceutical Distributors Limited, Dublin Drug (Investments) Limited, Dublin Drug Company 
Limited,	Dublin	Drug	Public	Limited	Company,	Dugdale	Trading	Limited,	Intra	Pharma	Limited,	Intra	Veno	Healthcare	
Limited,	J.V.A.	Analytical	Limited,	Marker	(U.D.)	Ireland	Limited,	Pemberton	Marketing	International	Limited,	TCP	
Homecare Limited, Temperature Controlled Pharmaceuticals Limited, Unitech Limited, United Care Limited, United Drug 
(US) Holdings Limited, United Drug (Wholesale) Limited, United Drug Ayrtons (Dublin) Limited, United Drug Distributors 
Limited, United Drug Finance Limited, United Drug Packaging Group Limited and United Drug Property Holdings Limited. 
As a result, these companies will be exempted from the filing provisions of Section 7, Companies (Amendment) Act, 1986 
and Regulation 20 of the European Communities (Accounts Regulations), 1993 respectively.

48. Approval of financial statements
The Group and Company Financial Statements were approved by the directors on 17 December 2012.

Notes forming part of the Company Financial Statements
continued
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 United Drug plc is an Irish registered company. The Company’s ordinary shares are quoted on the London Stock Exchange.

Financial Calendar

Ex-divided date for 2012 final dividend 21 November 2012
Record date for 2012 final dividend 23 November 2012
Annual General Meeting     12 February 2013
Payment date for 2012 final dividend   25 February 2013 
Interim results announcement for 2013                 May 2013 
Financial year end             30 September 2013
Preliminary announcement of results for 2013        November 2013

Contacts for Shareholders

Secretary and registered office
Karen Geoghegan
United Drug plc, United Drug House, Magna Drive, Magna Business Park, Citywest Road, Dublin 24, Ireland.
Tel: +353 1 463 2300
Fax: +353 1 459 6893
Email: info@united-drug.com

Registered number
12244

Registrar
Enquiries concerning shareholdings should be addressed to:
Computershare Investor Services (Ireland) Limited, Heron House, Corrig Road, Sandyford Industrial Estate, Dublin 18, Ireland.
Tel: +353 1 447 5100
Fax: +353 1 447 5571
Email: webcorries@computershare.co.uk

Stockbrokers
Davy, Davy House, 49 Dawson Street, Dublin 2, Ireland.
Goodbody Stockbrokers, Ballsbridge Park, Ballsbridge, Dublin 4, Ireland.
Jefferies	Hoare	Govett,	a	division	of	Jefferies	International	Limited,	Vintners	Place,	68	Upper	Thames	Street,	London,	EC4V	3BJ,	UK.

Principal bankers
Ulster Bank, Ulster Bank Group Centre, George’s Quay, Dublin 2, Ireland.

Solicitors
A&L Goodbody, International Financial Services Centre, North Wall Quay, Dublin 1, Ireland.
Beauchamps	Solicitors,	Riverside	Two,	Sir	John	Rogerson’s	Quay,	Dublin	2,	Ireland.

Auditor
KPMG, Chartered Accountants, 1 Stokes Place, St. Stephen’s Green, Dublin 2, Ireland.

Website
Further information on United Drug plc is available on the Group’s website, www.united-drug.com.

Shareholder Information



Notes

116



w
w

w
.s

ou
rc

ed
es

ig
n.

ie



United Drug House
Magna Drive
Magna Business Park
Citywest Road
Dublin 24
Ireland

Telephone: +353 1 463 2300
Facsimile: +353 1 459 6893
Email: info@united-drug.com
Website: www.united-drug.com


