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Unaudited Unaudited Audited

30 June 30 June 31 December

2008 2007 2007

Notes £ £ £

Assets

Non-current assets

Plant and equipment 27,838 30,821 35,415

Total non-current assets 27,838 30,821 35,415

Current assets

Inventories 10,595 24,580 23,344

Trade and other receivables 4 881,617 1,384,443 183,283

Income tax asset 90,270 311,756 208,717

Cash and cash equivalents 5 1,036,218 1,654,829 2,637,892

Total current assets 2,018,700 3,375,608 3,053,236

Liabilities

Current liabilities

Trade and other payables (259,565) (535,678) (315,161)

Total liabilities (259,565) (535,678) (315,161)

Total net assets 1,786,973 2,870,751 2,773,490

Capital and reserves attributable to 

equity holders of the parent company

Share capital 6 115,238 110,707 115,238

Share premium 6 13,261,376 12,267,675 13,261,376

Merger reserve 1,152,165 1,152,165 1,152,165

Retained losses (12,741,806) (10,659,796) (11,755,289)

Total equity 1,786,973 2,870,751 2,773,490

Current assets includes cash and cash equivalents of £1,036,218 plus medium term deposits of £725,939 classified within

trade and other receivables (six months ended 30 June 2007: £1,654,829 plus £1,080,000; year ended 31 December 2007:

£2,637,892 plus £Nil).

The notes on pages 11 to 19 form part of the consolidated interim financial information.

Consolidated Balance Sheet
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Consolidated Cash Flow Statement

Unaudited Unaudited Audited

6 months 6 months year

ended ended ended

30 June 30 June 31 December

2008 2007 2007

£ £ £

Cash flows from operating activities

Loss before tax (1,073,247) (1,236,166) (2,463,126)

Adjustments for: 

Depreciation 9,082 6,705 15,194

Finance income (62,401) (87,997) (161,291)

Share-based payment charge 18,544 25,179 64,651

Cash flows from operating activities before changes in working capital (1,108,022) (1,292,279) (2,544,572)

Decrease in inventories 12,749 8,068 9,304

Decrease/(increase) in trade and other receivables 23,852 (144,967) (21,147)

(Decrease)/increase in trade and other payables (104,566) 224,632 79,095

Increase in bank overdraft 48,970 74,980 –

Cash used in operations (1,127,017) (1,129,566) (2,477,320)

Income tax received 186,633 – 195,034

Net cash used in operating activities (940,384) (1,129,566) (2,282,286)

Cash flows from investing activities

Purchase of plant and equipment (1,505) (17,417) (30,500)

(Acquisition)/disposal of medium term deposits (725,939) (40,969) 1,039,031

Interest received 66,154 85,514 156,148

Cash (used in)/generated by investing activities (661,290) 27,128 1,164,679

Cash flows from financing activities

Issue of ordinary shares – 16,500 1,016,500

Expenses paid in connection with share issues – – (1,768)

Cash generated by financing activities – 16,500 1,014,732

Decrease in cash and cash equivalents (1,601,674) (1,085,938) (102,875)

Cash and cash equivalents at beginning of period 2,637,892 2,740,767 2,740,767

Cash and cash equivalents at end of period 1,036,218 1,654,829 2,637,892

The notes on pages 11 to 19 form part of the consolidated interim financial information.
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1 Accounting policies

1.1 Basis of preparation

The unaudited Interim Report was approved by the Board of Directors on 18 September 2008.

The consolidated interim financial information for the six months ended 30 June 2008 and for the six months ended 

30 June 2007 is unaudited.

The consolidated interim financial information presented for the Group does not constitute “statutory accounts” within

the meaning of section 240 of the Companies Act 1985.

The consolidated financial information for the year ended 31 December 2007 has been extracted from the financial

statements of the statutory accounts of Futura Medical plc which were prepared in accordance with International

Financial Reporting Standards as adopted by the European Union (“IFRS”) and have been delivered to the Registrar of

Companies. The auditors have reported on those financial statements; their report was unqualified, did not include any

references to which the auditors drew attention by way of emphasis without qualifying their report and did not contain

any statements under either sections 237(2) or 237(3) of the Companies Act 1985.

The following new standards, amendments to standards and interpretations have been issued but are not effective for

the year ending 31 December 2008. The new standards, amendments to standards and interpretations will be relevant

to the Group but they have not been adopted early as the Directors do not expect these standards and interpretations 

to have a material effect on the financial statements:

● ‘Amendment to IFRS 2: Share-based Payment – Vesting conditions and cancellations’ effective 1 January 2009.

● IFRS 8 ‘Operating Segments’ effective 1 January 2009.

● IAS 1 (Revised) ‘Presentation of Financial Statements’ effective 1 January 2009.

● ‘Improvements to IFRSs’ effective 1 January 2009.

● IAS 27 (Amendment) ‘Consolidated and Separate Financial Statements’ effective 1 July 2009.

● IFRS 3 (Revised) ‘Business Combinations’ effective 1 July 2009.

1.2 Basis of consolidation

Where the Company has the power, either directly or indirectly, to govern the financial and operating policies of another

entity or business, so as to obtain benefits from its activities, it is classified as a subsidiary. The consolidated financial

information presents the results of the Company and its sole subsidiary Futura Medical Developments Limited (“FMDL”)

as if they formed a single entity (“the Group”). Intra group transactions and balances are eliminated in preparing the

consolidated financial statements.

FUTURA MEDICAL Interim Report 08  11

Notes to the Consolidated Interim 
Financial Information
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1 Accounting policies (continued)

1.3 Revenue

Revenue comprises the fair value received or receivable for exclusivity arrangements, consultancy fees, milestone 

income and royalties, net of value added tax.

The accounting policies for the principal revenue streams of the Group are as follows:

(i) Exclusivity arrangements and similar agreements are recognised as revenue in the accounting period in which 

the related services, or required activities, are performed or specified conditions are fulfilled in accordance with 

the terms of completion of the specific transaction.

(ii) Consultancy fees are recognised as revenue in the period in which the revenue becomes receivable.

(iii) Royalty income relating to the sale by a licensee of licensed product is recognised on an accruals basis in

accordance with the substance of the relevant agreement and based on the receipt from the licensee of the

relevant information to enable calculation of the royalty due.

(iv) Non-refundable milestone income is recognised as revenue in the accounting period in which the milestones are

achieved. If any milestone income is creditable against royalty payments then it is deferred and released to the

income statement over the period in which the royalties would otherwise be receivable.

1.4 Leased assets

Leases, which contain terms whereby the Group does not assume substantially all the risks and rewards incidental 

to ownership of the leased item are classified as operating leases. Operating lease rentals are charged to the income

statement on a straight line basis over the lease term. The Group does not hold any assets under finance leases.

1.5 Intangible assets

Research and development
Certain Group products are in the research phase and others are in the development phase. Expenditure incurred 

on the development of internally generated products is capitalised if it can be demonstrated that:

● it is technically feasible to develop the product for it to be sold;

● adequate resources are available to complete the development;

● there is an intention to complete and sell the product;

● the Group is able to sell the product;

● sale of the product will generate future economic benefits; and

● expenditure on the project can be measured reliably.

Capitalised development costs are amortised over the periods in which the Group expects to benefit from selling 

the products developed. The amortisation expense is included in research and development costs recognised in the

income statement. The useful life and the value of the capitalised development cost are assessed for impairment at 

least annually. The value is written down immediately if impairment has occurred and the unimpaired cost amortised 

over the reduced useful life. The Directors consider that the criteria to capitalise development expenditure are not 

met for a product prior to that product receiving regulatory approval for sale in at least one country.

Development expenditure, not satisfying the above criteria, and expenditure on the research phase of internal projects

are included in research and development costs recognised in the income statement as incurred.

Notes to the Consolidated Interim 
Financial Information
Continued
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1 Accounting policies (continued)

1.5 Intangible assets (continued)

Patents and trademarks
The costs incurred in establishing patents and trademarks are either expensed or capitalised in accordance with the

corresponding treatment of the development expenditure for the product to which they relate.

1.6 Plant and equipment

Plant and equipment is initially recognised at cost, and subsequently at cost less accumulated depreciation and any

accumulated impairment losses. Cost includes expenditure that is directly attributable to the acquisition of the items.

Depreciation is charged to the income statement at rates calculated to write off the cost, less estimated residual value,

of each asset on a straight line basis over their estimated useful lives.

The assets’ residual values and useful lives are determined by the Directors and reviewed and adjusted if appropriate 

at each balance sheet date.

1.7 Impairment of non-financial assets

Assets that are subject to depreciation are reviewed for impairment on a half yearly basis and when events or

circumstances suggest that the carrying amount may not be recoverable. For the purpose of assessing impairment,

assets are grouped at the lowest levels for which there are separately identifiable cash flows (cash generating units). 

An impairment loss is recognised immediately in the income statement for the amount by which the asset’s carrying

amount exceeds its recoverable amount.

Recoverable amount is the higher of fair value, less costs 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.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised estimate

of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would

have been determined had no impairment loss been recognised for the asset in prior periods. A reversal of an

impairment loss is recognised immediately in the income statement.

1.8 Inventories

Inventories are materials and supplies to be consumed in the course of research and development and are initially

recognised at cost, and subsequently at the lower of cost and net realisable value. Cost includes materials, related

contract manufacturing costs and other direct costs. Cost is calculated using the first-in first-out method. Net realisable

value is based on estimated selling price, less further costs expected to be incurred to completion and disposal.

A provision is recognised immediately in the income statement in respect of obsolete, slow-moving or defective items

where appropriate.

1.9 Financial instruments

Financial assets
The Group classifies its financial assets in the category of loans and receivables. They comprise ‘trade and other

receivables’ and ‘cash and cash equivalents’. They are recognised initially at fair value and subsequently at amortised

cost using the effective interest rate method.

FUTURA MEDICAL Interim Report 08  13
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1 Accounting policies (continued)

1.9 Financial instruments (continued)

Financial assets (continued)

Trade and other receivables are recognised initially at fair value and are subsequently measured at amortised cost using

the effective interest method, less an estimate made for impairment based on a review of all past due amounts at the

period end. A provision for impairment of trade and other receivables is established when there is objective evidence 

that the Group will not be able to collect all amounts due. If an impairment loss is required the carrying amount of the

trade or other receivable is reduced through the use of an allowance account and the amount of the loss recognised

immediately in the income statement in administrative costs.

Medium term deposits, comprising sterling fixed rate deposits, with original maturities of more than three months are

included in trade and other receivables.

Cash and cash equivalents are financial assets and comprise cash in hand and sterling fixed rate deposits with original

maturities of three months or less which are held by the Group so as to be available to meet short-term cash

commitments.

The Group assesses at each balance sheet date whether there is objective evidence that a financial asset is impaired.

Financial liabilities
The Group’s financial liabilities comprise trade and other payables recognised initially at fair value and subsequently 

at amortised cost using the effective interest rate method.

1.10 Government grants

Government grants are recognised at fair value where there is a reasonable assurance that the grant will be received 

and the Group will comply with all attached conditions. Government grants relating to costs defrayed are accrued and

recognised in the income statement over the period required to match them with the costs which they reimburse.

1.11 Taxation

Income tax is recognised or provided at amounts expected to be recovered or to be paid using the tax rates and tax

laws that have been enacted or substantively enacted at the balance sheet date. Research and development tax credits

are recognised on an accruals basis and are included as an income tax credit under current assets.

Deferred tax assets and liabilities are recognised where the carrying amount of an asset or liability on the balance sheet

differs from its tax base, except for differences arising on:

● the initial recognition of an asset or liability in a transaction which is not a business combination and which at 

the time of the transaction affects neither accounting nor taxable profit; and

● investments in subsidiaries and jointly controlled entities where the Group is able to control the timing of the

reversal of the difference and it is probable that the difference will not reverse in the foreseeable future.

Recognition of deferred tax assets is restricted to those instances where it is probable that taxable profits will be

available against which the difference can be utilised.

The amount of the asset or liability is determined using tax rates that have been enacted or substantively enacted 

by the balance sheet date and are expected to apply when the deferred tax liabilities/(assets) are settled/(recovered).

Deferred tax balances are not discounted.

Notes to the Consolidated Interim 
Financial Information
Continued
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1 Accounting policies (continued)

1.11 Taxation (continued)

Deferred tax assets and liabilities are offset when the Group has a legally enforceable right to offset current tax assets

and liabilities and the deferred tax assets and liabilities relate to taxes levied by the same tax authority on either:

● the same taxable group company; or

● different group entities which intend to settle current tax assets and liabilities on a net basis, or to realise the 

assets and settle the liabilities simultaneously, on each future period in which significant amounts of deferred 

tax assets or liabilities are expected to be settled or recovered.

1.12 Foreign currency translation

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the 

dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and

from the translation at period end exchange rates of monetary assets and liabilities denominated in foreign currencies 

are recognised in the income statement in the period in which they arise.

1.13 Employee benefits

(i) Defined contribution plans

The Group provides retirement benefits to all employees and Executive Directors (except the Chairman) who 

wish to participate in defined contribution pension schemes. The assets of these schemes are held separately 

from those of the Group in independently administered funds. Contributions made by the Group are charged 

to the income statement in the period in which they become payable.

(ii) Accrued holiday pay

Provision is made at each balance sheet date for holidays accrued but not taken at the salary of the relevant

employee at that date. The expected cost of compensated short term absence (i.e. holidays) is charged to the

income statement on an accruals basis.

(iii) Share-based payment transactions

The Group operates an equity-settled, share-based compensation plan. For all share options awarded to

employees, and others providing similar services, the fair value of the options at the date of grant is charged 

to the income statement over the vesting period. Non-market vesting conditions are taken into account by

adjusting the number of equity instruments expected to vest at each balance sheet date so that, ultimately, 

the cumulative amount recognised over the vesting period is based on the number of options that eventually 

vest. Market vesting conditions are factored into the fair value of the options granted. As long as all other vesting

conditions are satisfied, a charge is made irrespective of whether the market vesting conditions are satisfied. The

cumulative charge is not adjusted for failure to achieve a market vesting condition. If the terms and conditions 

of options are modified before they vest, the change in the fair value of the options, measured immediately before

and after the modification, is also charged to the income statement over the remaining vesting period.

The proceeds received when options are exercised, net of any directly attributable transaction costs, are credited to

share capital (nominal value) and the remaining balance to share premium reserve. All employee option holders enter 

into a HM Revenue & Customs joint election to transfer the employers’ national insurance contribution potential liability 

to the employee, therefore no asset or liability arises.

79725 Futura Interim  18/9/08  16:12  Page 15



16 FUTURA MEDICAL Interim Report 08

1 Accounting policies (continued)

1.14 Finance income

Interest income is recognised on a time-proportion basis using the effective interest rate method.

1.15 Critical accounting estimates and judgements

Critical accounting estimates, assumptions and judgements are continually evaluated by management based on

available information and experience. As the use of estimates is inherent in financial reporting, actual results could 

differ from these estimates.

Judgements
(i) Revenue recognition

The fee received in 2007 in respect of the TPR100 exclusivity agreement was recognised in the current period 

as the Directors consider that the relevant conditions of the agreement have now all been met.

(ii) Intangible asset recognition

The Directors consider that the criteria to capitalise development expenditure are not met for a product prior 

to receiving regulatory approval for sale in at least one country.

(iii) Deferred tax recognition

The Directors consider that, given the current stage of development of the business, deferred tax assets should

not be recognised before the Group is generating significant revenue.

Estimates and assumptions
(iv) Useful lives of plant and equipment

Plant and equipment is amortised or depreciated over its useful life. Useful lives are based on the Directors’

estimates of the periods over which the assets will be used in developing revenue generating products and 

the estimates are reviewed annually for continued appropriateness. The estimated useful lives are between 

2 and 5 years for computer equipment and between 3 and 10 years for furniture and fittings. Changes to

estimates can result in significant variations in the carrying value and amounts charged to the consolidated 

income statement in specific periods.

(v) Fair value of financial instruments

The Group determines the fair value of financial instruments using valuation techniques which can be significantly

affected by the assumptions used, including interest and discount rates and estimates of future cash flows.

(vi) Inventories

The Group reviews the net realisable value of its inventories on a half yearly basis to provide assurance that

recorded inventories are stated at the lower of cost or net realisable value. Factors that could impact realisable

value include the timing and success of future technological innovations in relation to product research and

development, competitor and Government actions, supplier prices and economic trends.

(vii) Share-based payments

The Group operates an equity-settled, share-based compensation plan. Employee and similar services received,

and the corresponding increase in equity, are measured by reference to the fair value of the equity instruments 

at the date of grant.

Notes to the Consolidated Interim 
Financial Information
Continued
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1 Accounting policies (continued)

1.16 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 that obligation.

Provisions are measured at the Directors’ best estimate of the expenditure required to settle the obligation at the 

balance sheet date, and are discounted to present value where the effect is material.

2 Segment reporting
The Group is organised and operates as one business segment, being the development of pharmaceutical drugs and

medical devices and their commercial exploitation. The main area of research and development continues to be in the

field of innovative products for the consumer healthcare market with the main focus being on sexual health.

The Group manages any overseas research and development from the UK, the primary business segment. Segment

revenue is based on the geographical location of the Group’s customers which at this stage is solely the UK. Since 

there is currently only one business segment and one geographical segment, no separate segment reporting has 

been prepared.

3 Loss per share
The calculation of the loss per share is based on a loss of £1,005,061 (six months ended 30 June 2007: loss of

£1,119,444; year ended 31 December 2007: loss of £2,254,409) and on a weighted average number of shares in 

issue of 57,618,840 (six months ended 30 June 2007: 55,343,656; year ended 31 December 2007: 55,603,121).

The loss attributable to equity holders of the parent company for the purpose of calculating the diluted loss per share 

is identical to that used for calculating the basic loss per share. The exercise of share options, or the issue of shares

under the long term incentive scheme, would have the effect of reducing the loss per share and is therefore anti-dilutive

under the terms of IAS 33 ‘Earnings per Share’.

4 Trade and other receivables
Unaudited Unaudited Audited

30 June 30 June 31 December

2008 2007 2007

£ £ £

Trade receivables 44,447 150,863 81,967

Other receivables 16,666 16,222 31,764

Medium term deposits 725,939 1,080,000 –

Prepayments and accrued income 94,565 137,358 69,552

881,617 1,384,443 183,283

Trade receivables that are under three months past due are not considered impaired.
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4 Trade and other receivables (continued)

As of 30 June 2008 there were no trade receivables past due (30 June 2007: £44,014 past due but not impaired, 

31 December 2007: £49,492 past due but not impaired). These related to established healthcare groups for whom 

there was no history of default. The ageing analysis of the past due trade receivables is:

Unaudited Unaudited Audited

30 June 30 June 31 December

2008 2007 2007

£ £ £

Under three months past due – 44,014 49,492

The other classes within trade and other receivables do not contain impaired assets. The Group does not hold any

collateral as security and the maximum exposure to credit risk at the reporting date is the fair value of each class 

of receivable.

5 Cash and cash equivalents
Unaudited Unaudited Audited

30 June 30 June 31 December

2008 2007 2007

£ £ £

Cash in hand 103,612 18,363 263,183

Sterling fixed rate deposits of up to three months maturity 932,606 1,636,466 2,374,709

Cash and cash equivalents 1,036,218 1,654,829 2,637,892

Medium term deposits, comprising sterling fixed rate deposits, with original maturities of more than three months are

included in trade and other receivables.

Bank overdraft of £48,970 (30 June 2007: £74,980, 31 December 2007: £Nil) is included in trade and other payables.

6 Share capital and share premium
There were no shares issued in the period.

On 20 June 2008 290,000 options over new ordinary shares were granted to employees (not Directors). During 

the period 445,000 options lapsed. Following these changes, there were 1,070,000 options over new ordinary 

shares outstanding.

Notes to the Consolidated Interim 
Financial Information
Continued
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7 Related party transactions
Related parties are the wholly owned subsidiary company, Futura Medical Developments Limited, and the Board.

Transactions between the Company and the wholly owned subsidiary company have been eliminated on consolidation

and are not disclosed in this note.

W D Potter, a Director of the Company, provides consulting services to the wholly owned subsidiary, Futura Medical

Developments Limited, through Stapleford Scientific Services Limited. Of the total fees and expenses, excluding VAT,

invoiced during the period of £42,804 (six months ended 30 June 2007: £39,421; year ended 31 December 2007:

£79,668), the amount outstanding at 30 June 2008 including VAT was £8,822 (six months ended 30 June 2007: £7,775;

year ended 31 December 2007: £7,651).
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The Interim Report 2008 can be downloaded from the Company’s website at www.futuramedical.co.uk.
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