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Futura Medical plc (“Futura”) develops
innovative products for the consumer
healthcare market.

The Company’s strategy is to develop innovative products and
out-license their manufacture and distribution to major pharmaceutical
and healthcare groups.

Futura s developing a portfolio of products in sexual healthcare and pain
relief management and 1s evaluating further therapeutic opportunities as
potential additions to its pipeline

Futura’s shares trade on the AIM market of the London Stock Exchange
and the company i1s based at The Surrey Research Park, Guildford, Surrey

Our business strategy is centred on selecting and
developing products based on five key criteria:

* Return on Investment: we focus on consumer + Strong Intellectual Property: the products are
heaithcare products that offer the potential for a underpinned by our developing and retaining valuable
significant retum on the costs of development intellectua! property Including know-how, patents and

e Product Profile: we focus on topically applied trademarks, to protect therr commercial position

medicines, either stand-alone or in combination with a + Licensing: we am to out-license our products dunng

medical device We only incorporate existing chermical thewr development to established pharmaceutical
entites into our products which gives our development and healthcare groups which offer the best potential
activities a lower nsk profile commercial opportunities

* QOver The Counter (“OTC"): our aim Is to produce
safe and effective OTC products made avalable to
consumers on a general retal basis or through chemists
without the need for a doctor's prescnption




Highlights

@® (CSD500 - CE mark approval expected shortly

® PETS500 - Worldwide agreement signed with Ansell Limited in February 2011

® TPR100 - Development agreement signed with GlaxoSrmithKline in June 2010

® TPR100-Rx — New prescription pain rehef product opportunity identified

@ Further in-house product opportunities under evaluation

® Reduced net loss of £1 09 milion (2009 Net loss of £1 39 million)

@® Cash resources of £0 82 million at 31 December 2010 (31 December 2009 £1 79 mullion}),

tax credit receivable £0 15 million at 31 December 2010 (31 December 2009 £0 12 million)

® £3 20 milion (£3 07 mithon net of expenses) fundrarsing by way of a placing of 4,737,402 new

ordinary shares at 67 50 pence per share in March 2011
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Futura at a Glance

We have six products in our development pipsline for sexual healthcare and pan relisf management CSDS500, PETS00,
MED2002, TPR100, TPR100-Rx and RAD100 We are also working on the next generation of product opportunities

Our licensing partnerships

Futura has signed a globa! distnbution agreement with
the world's langest branded condom manufacturer
and distributor, Reckitt Benckiser (‘RB”), makers

of the Durex® condom range, for CSD500 for the
Ifetime of its patents. CSD500 is a condom aimed at
helping healthy men maintain a firmer erection dunng
intercourse whilst weanng a condom.

Futura has also signed a global development and
keensing agreement with RB for MED2002, our
topical treatment for erechile dysfunction.

Futura signed a development agreement in June
2010 with GlaxoSmithKline ple (“GSK”) for TPR100,
our product for pain relief, Under the terms of the
agreement GSK will fully fund and be responsible
for all climical and regulatory development. GSK
will also make modest annual payments to Futura
whilst development work proceeds. Subject to
satisfactory chinical outcomes and regulatory
approvals both parties expect to enter into a
commercial distnbution agreement in due course.

Futura signed an exclusive worldwide agreement
in February 2011 with Ansell Limited (“Ansell”) for
the commercialisation of PET500 our product for
enhanced sexual control.
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— Our
proprietary drug delivery
technology

Futura has developed a highly efficient and propnetary
transdermal delivery technology, DermaSys®, for

the absorption of actve molecules through the skin
DermaSys® 15 a versatile technology in that it can be
talored to suit the specific active compound being used
and the therapeutic Indication Such targeted delivery
offers an optimised profile in terms of dose, onset time
and durattion of effect, as well as an improved safety
profile through lower systemic uptake and the reduced
nsk of side effects

Whilst developing PETS00, our product for enhanced
sexual control, we also expanded the DermaSys®

delivery technology platform and produced a new and
uniqus delivery system, DermaSys® AquaFree, which

does not contain any water DermaSys® AquaFree enables
drugs that are water sensitive (hydrolytically unstable

or which have only imited hiydrotytic statility) to be
developed into potentially commercially attractive products
with the additional benefit of rapid transdermal delivery

To maximise the value of these intellectual property
assets, we continue to evaluate ther use with a range of
compounds




Product Pipeline

The pnncipal activity of the Group 1s the research and development of medical devices and pharmaceutical drugs and
therr commercial exploitaton with the focus being on OTC products for sexual healthcare and pain relief management.
Sexual healthcare

Concept

— Commercialisation

csp500 L >
Next milestone Granting of the CE mark

CSD500 1s a condom that incorporates an erectogenic compound which comes into contact with the perus on

application of the condom: This 18 amed at helping healthy men mantain a firmer erection during intercourse
whilst weanng a condom

PETS00 | EU__>
Next milastone Pivotal clinical tnal

[ USA >

Next milestone Agree launch plan

PETS00 1s a spray for men with premature ejaculation It contains anaesthetic compounds which reduce
sensitvity to help prolong sexual intercourse Delivered by

MED2002 | >

Next milestone Prvotal clirical trial

MED2002 1s a topical gel applied directly to the perus for the treatment of male erectile dysfunction It s expected
to be the first OTC treatment for men with erectils dysfunction Delivered by

Pain relief management

Concept ¢ - Commercialisation
TPR100 | >
Next mitestone Ongoing developrment

TPR100 1s a product for the prowision of topical pam relief Earty clinical work has shown supencnty in terms of
skin penetration of the active compound compared with the market-leading product Delivered by

TPR100-Rxd >

Next milestone Early stage clirucal trial

TPR100-Rx will be a tugher strangth topical product avalable on prescnption for the treatment of profound
indications such as ostecarthntis and rheumatic pain Delivered by

RAD100 | >
Maxt muilestone Early stage clinical tnal

RAD100 will be a product which ams to provide rapid local anaesthesia pnor to Injection, vaccination or
cannulation Delwered by
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Chairman’s and Chief Executive's Joint Review

In the year to 31 December 2010 we made signidicant progress towards
our objective of becoming a profitable company with revenue streams from
muttiple products and a growing pipeling of new product opportunities We
now look forward to the launch of two revenue-generating products and
we expect recumng royalty income to commence in 2011, marking a major
milestone for the Company

Dunng the year we focused on advancing our two late-stage products,
CSD500 and PET500, and on an earlier stage opportunity, TPR100 Major progress was made across all three products

Dunng the first half of the year commercial discussions focused an our pain relief franchise, spectically In securing a
development partner for TPR100, a topically applied pan relef gel On 30 June 2010, we signed a development agreement
with GlaxoSmthKline Consurner Healthcare (*GSK”) for TPR100, work on which 1s progressing as planned

With CSD500, our innovative condom to help healthy men maintain a firm erection whilst weanng a condom, our effort was
centred on working with our commercial partner, Reckitt Benckiser pic (“RB"), to achieve the award of the GE mark for the
product ahead of #s launch as a Durex® branded condom We announced on 18 January 2011 that we were assisting RB
to address minor points raised by the notified body ahead of CE mark approval Singe that date and in comunction with RB
we had a very positive meeting with the regulatory body whers all cutstanding points were reviewed, the conclusion of these
discussions Is that we are confident that the CE mark should be awarded within the first half of this year

For PET500, our innovative spray for enhanced sexual contral, the key objective in the year was to successfully conclude
commercial discussions with potential distnbution partners Discussions progressed well dunng the latter part of the year,
culminating in the announcement on 7 February 2011 of an exclusive worldwide agreement with Ansell Limited (“Ansell”},
one of the world’s leading sexual health companies and the second largest condom company worldwide

We also progressed earlier stage opportuniies 1n our pipeline, and added a new opportunity In TPR100-Rx, a higher strength
topical pain relief product to treat profound indications such as osteoarthritis and rheumatic pan The product’s development
name includes the letters ‘Rx’ as this 1s expected to be a prescnption only medicine

We have begun the current financial year in a very strong position with commercial relationships with three global businesses
Ansell, GSK and RB The guality of these relationships is a reflection of the innovation and commercial potential of our products
and, in the case of PET500 and TPR100, an endorsement of our propnetary drug delivery technology, DermaSys®

Additionally, we announced today that we have raised £3 07 milion {net of expenses) by way of a placing, the net proceeds of
which strengthens our Group Statement of Financial Position However, we continue to manage our financial resources carefully,
wa work only on projects where the commercial and clinical opportunities are compeling and we own the intellectual property
nghts te all our products, hence protecting and maximising the potential commercial and shareholder retum
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Partfolio updates - Sexual healthcare

CSD500: Condom safety device

The updated regulatory dossier for CSD500 was submitted to the Notified Body for CE mark approval in the first half of 2010

and there have been subsequent discussions betwasen the Notified Body and SSL International ple (“SSL7), our commercial :
partnar In July 2010, SSL announced that it was to be acquired by RB, a deal that completed in November 2010 and which

wae belisve will be very positive for the Durex® brand and for CSD500 As disclosed above, Futura is currently assisting RB to

address and close the minor points raised by the Notified Body and we expect the award of the CE mark before the end of

June It s not the practice of RB to comment publicly about its new products ahead of therr launch but we look forward to the

commercial launch of CSD500 as a Durex® branded condom

CSDS500 has already gained the majonty of the requirements for CE marking including gaining a positive regulatory opinion, in
November 2008, from the Competent Authonty in the European Union ("EU") with respect to the pharmacsutical aspects of the
product, which confirmed that CSD500 1s a Class IIl medical device with an anciliary medicinal substance

As praviously announced, Futura commissioned a user study involving 108 couples in which CSD500 met its endpoints of
demonstrating the mantenance of a firmer eraction In heaithy men dunng intercourse whilst weanng a condom, increased
penile size and a longer lasting sexual expenence for women

In addihion {o positive clinical data, the results of our market research reinforce the commercial potential of CSD500 wath men
and women who already use condoms as well as with men and women who do net currently use them Market research,
conducted by an internationally recognised research company, showed that 88% of existing condom users would be interasted
in purchasing CSD500 and that 49% of non-condom users would be nterested in purchasing the product The research also
showed that 46% of men had expenenced some loss of sensitivity when using a condom dunng sexual intercourse, which

can lead to loss of erection This 15 one reason why some men avoid condoms, thersby increasing the nsks of unwanted
pregnancies and contracting or spreading sexually transmitted infections (“STIs"}

STis are a senous and growing problem In the UK, a Government report from the Health Protection Agency?, published in \
August 2010, ndicated that the number of new cases of STls in the UK continues to nse and that over the past 10 years there
has been a substantial increase n diagnoses of most STls

Wa have protected CSD500's unigue intellectual property position throughout the world including the pnncipal consumer
markats within Europe, the USA and Canada through patents now granted or proceeding to grant in 35 countnes and \
applications pending in a further two \
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Chairman’s and Chief Executive’s Joint Review contnuea

MED2002. Treatment for erectile dysfunction

MED2002, our topical gel for the treatment of men with erectile dysfunction, 1s also hicensed to RB and has the potential to
become the world's first non-prescnption pharmaceutical treatment for men with erectde dysfunction, a condrtion that affects, to
some degres, as many as 52% of men aged 40 or over2

A smplified development plan has been outlined for MED2002, which shares the same active compound as CSD500, and it 1s
expected that this product will be progressed by RB ance CSD500 receves CE mark approval

PET500: Enhanced sexual control

In February 2011 we signed an exclusive worldwide agresment with Ansell for the commercialisation of PETS00, our nnovativa
product for enhanced sexual control PETS500 1s a topical spray that combines our DermaSys® AquaFree delivery system with a
mild anaesthetic

Ansell 1s an ideal partner for this product, not least because it shares our belisf that *enhanced sexual control’ 1s a more
attractive marketing stance for the product than premature sjaculaton We believe that a clinically effective product to treat
premature gjaculation, but which 1s marketed as a product to enhance sexual control, will provide a much wider potential
market for the product and have greater acceptability from sufferers of premature ejaculation

Premature gjaculation 1s considered to be at least as prevalant as erectie dysfunction Morsover, whilst erectile dysfunction
tends to affect older men, premature ejaculation affects all ages We believe that PET500, backed by the globally recogrised
marketing strength of Ansell, has the opportunity to be as commercially successful as we expect CSD500 to be

As with CSD500, we are unabls to provide information on the launch and roll-out of PETS00 as Ansell does not comment
publicly about its new products ahead of therr launch However, no further clinical or regulatory work 1s required ahead of launch
in certain key temtones and we expsct recurnng royalty income from Ansell to commence during the current financial year

The branding of the product 1s currently being developed by Ansell, who will also be responsible for product manufacture and all

regutatory work in unsdictions where marketing authonsation 1s required In temtones where addtional clirical work 1s required
Futura will work closely with Ansell in the conducting of any studies
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Portfolio updates - Pain relief management

TPR100: Topical pain relief

In June 2010, we signed a development agreement with GSK for TPR100, our topical pain relief product Under the terms of
the agresment GSK will fully fund and be responsible for all cinical and regulatory development GSK will also make modest
annual payments to Futura whilst development work proceeds Subject to satisfactory clinicat outcomes and regulatory
approvals both parties expect to enter nto a commercial distnbution agreement in due course

Since signing the development agreement, work on TPR100 by GSK has progressed as planned

TPR100 leverages one of our key propnstary assets, DermaSys®, a highly efficient transdermal delivery system which facilitates
rapid absorpticn of pharmacologically actve compounds through the skan In TPR100 we are using DermaSys® for the topical
delivery of a non-steroidal anti-inflammatory drug (“NSAID") for pain relief Chnical tests camed out by Futura have shown that
TPR100 achieves between 30 to 40 times higher bicavailability than those achieved by the market-leading product TPR100's
speed of permeation brings potential benefits including the rapid onset of action of pan relief

We have previously consulted with relevant regulatory authonbes and believe the regulatory pathway for TPR100 in a number
of key commercial temtones 1s relatively straightforward as the active compound 1s well-charactensed and has already been
approved In both oral and topical form for the indication of pan relief

TPR100-Rx: Higher strength topical pain relief for prescription based indications

When we conducted the low dose in witre and clinical permeation studies for TPR100 we also studied a significantly higher
dose of the same NSAID These studies gave positive results, showing an excellent dose-related response which creates
the potential to treat more acute iIndications such as osteoarthntis and rheurmatic pan TPR100-Rx, with its targeted debvery
through the skin, has the potenhal benefit of avoiding the systemic side-effects seen in the use of oral NSAIDs

As this will be a prescription product. which 1s to an extent cutsids of our current area of expertise, we appointed external
consultants to assist us to progress TPR100-Rx commaeraially, which we belteve represents a substantial market opporturuty

We have received imitial expressions of nterest n TPR100-Rx from potential commercial partners but have decided to progress
a Phase [l study to generate further clinical data to enhance the valus of the product

FUTURA MEDICAL plc Annual Report 2010
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Chairman’s and Chief Executive's Joint Review gontnued)

RAD100: Rapid anaesthetic delivery

RAD100 was concewved in a similar way to TPR100-Rx in that the success of a low dose of topical anassthetic compound in
PET500 prompted us to explors the potential of a higher dose to prowvide rapid topical anaesthasia pnor to injecton, vaccination
or cannulation Demand in this market 1s already well developed, but poorty served, with treatments taking at least 30 to 45
minutes to take effect We believe that there 1s clear cormmercial potential for a product in which the speed of onset of skin
desensitisation 1s significantly increased In common with TPR100-Rx, RAD100 would be a prescnption product

in early 11 vitro work, previously reported, we have shown a 250% increase in the rata of permeation of a topical anaesthetic across
the skin, using RAD100 and the DemmaSys® AquaFres delivery system, when compared with an establiished product This substantial
Increasa N skin permeation s expected to equate to a more rapid onset of skin desensitisation compared to existing products

People

We continue to run a highly efficient business and benefit from considerable stability in our workforce Staff numbers, ncluding non-
Executive Directors, were ten at the year end, unchanged since 31 December 2008 We would like to offer our sincere thanks to all of
our staff, scientdic advsers and commercial partners for therr contnbution to the development of the Company throughout the year

Outiook

The current year has started extremely well We have signed a commercial deal with Ansall for PET500 and reman confident of
receving the CE mark for CSDS00 in the near future Both of these products are due to launch in the foregseeable future, with
the potential of transforming Futura into a revenue generating company, beginning this financial year

Our highly effective In-house research team has proposed a number of exciting new product opportunities, leveraging our
DemmaSys® delivery system in a number of diverse areas Our intention 1s to add a further three products to our pipeline dunng
the current year, broadening our range of target areas but continuing our focus on products with big potential to attract global
commercial partners

Dr W D Potter
Executive Chairman

J H Barder
Chief Executive

Note
! Health Protectron Report, Vol 4 No 34 London Health Protection Agency, Centre for Infactions, August 2010
2 Massachusetts Male Aging Study (MMAS), J Urol 1994 Jan, 151 (1) 54-61
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Directors’ Report: Financial Review |

The Group ended the year with costs firmly under control, a more advanced development portfolio and
the prospect of recumng royalty revenues

International Financial Reporting Standards
The Financial Review should be read in conjunction with the Group financial statements and the Notes
to the Group Financial Statements set out on pages 30 to 53

The Annual Report and Accounts (*Annual Report”) for the Group 1s presented under Intemational
Financial Reporting Standards (“IFRSs") as adopted by the European Union The financial staterments of the Company are
prepared in accordance with United Kingdom Generally Accepted Accounting Practice (“UK GAAP"} and are set out on
pages 54 to 57
Revenue
Group revenue for the year ended 31 December 2010 was £125,000 {2009 £50,000) Grant income for the year ended
31 December 2010 was £nil (2008 £30,000)

Losses
The Group continues to maintain a focus on tight control of alt expenditure

The Group's operating loss for the year ended 31 December 2010 was £1 34 million (2009 £1 53 mullion)

The Group's loss aftar taxation for the year ended 31 December 2010 was £1 09 millon (2009 £1 39 milion)

Loss per share for the year ended 31 December 2010 was 1 61 pence (2009 2 24 pence}

No dmdends were paid and ncne are proposed by the Board of Directors (“the Board™ (2009 £nil)

Financial instruments

The financial Instruments held by the Group are disclosed in note 13 of the Notas to the Group Financial Statements The
Group polcy on exposure to financial nsk 1s disclosed In note 2 of the Notes to the Group Financial Statements

Group research and development costs

The Group aims to achieve cost effective research and development (“R&D") and to bnng products to market through licensing

partners as soon as Is practicable

Group R&D costs each year reflect the number of products being developed, the stage of developrment reached for each and
the impact on ther progress of external factors

R&D costs of £760,637 (2009 £810,188) were lower compared to 2009, due to the scale down of actvity pending receipt of
marketing authonsation for CSD500
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Directors’ Report: Financial Review contrueq)

Group research and development costs {continued)
The table below shows the trend in our R&D costs and other administrative costs over the past five years ended 31 December

2010 2009 2008 2007 2006

£ £ £ £ £

R&D costs 760,637 810,188 1,380,616 1,508,269 1,079,086
Other administrative costs 700,399 796,186 1,007,964 1,227,320 1,029,075
Total operating costs 1,461,036 1,606,374 2,398,580 2,735589 2,109,061
R&D ratio 52% 50% 58% 55% 51%

The R&D ratio 1s the percentage of R&D costs relative to total operating costs The Board 1s mindful to keep a sensible

balance as reflected in this ratio Total R&D spend since formation of the business N 1997 totals £10 75 million (54 7% of total
cumulative operating costs) Dunng the year, the sole subsichary, Futura Medical Developments Limited continued to incur this
R&D expenditure which has been accounted for as explained i accounting policy note 1 7 of the Notes to the Group Financial
Staterments and has been written off as incurred for all reporting penods pnor to and including the year ended 31 December 2010

The Board considers that this overall tetal R&D spend relative to its pipeline of later stage products and emerging new products
distinguishes the Group's lower funding requirements and nisk profile from more typical businesses in the wider pharmmaceutical
Industry The Group's strategy I1s to focus on medical devices and pharmaceutical drugs that offer the potential for a significant
return on the costs of development As well as progressing its existing R&D programme, the Group continues to seek new
opportunities for potential products to add to its portfolio

Other administrative costs

Other adminustrative costs for the year ended 31 Dacember 2010 were £700,399 (2009 £796,186) These compnsed all other
operating costs excluding those relating to product development and associated intellectual property The main gonstituents
and therr relative proportions were

Year ended Year ended
31 December 31 December

2010 2009

Wages and salanes 63% 69%
Legal and professional adwisers 22% 18%
Office costs and staff expenses 13% 12%
bicensing negotiations 2% 1%
100% 100%

Bunng 2010 the Board reacted to the continuing difficutt economic condtions by reducing operating costs and achieved additional
cost savings, as a result of the scale down of research actmity pending recerpt of marketing authonsation for CSD500

Supphier payment policy

The Group's policy concerning the payment of its trade payables 1s to pay on the basis of the agreed terms of payment
established with each supplier, providing that all terms and conditions have been complied with and are in accordance with the
Group's financial control procedures
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Supplier payment policy (continued)

The average credit penod for the Group (expressed as creditor days) dunng the year ended 31 December 2010 was 45 days
(2009 33 days) At the year end the Company had trade creditors totaling £19,107 (2009 £29,542) giving nse to an average
credit penod for the year ended 31 December 2010 of 90 days (2009 34 days)

Chantable and political contnbutions
No political donations were made dunng either year Charrtable donations of £162 were made dunng the year (2008 £190)

Taxation

A tax credit of £225,731 (2009 £119,289) in respect of R&D expenditurs incurred has been recognised in the Group financial
statements The ncrease compared to 2009 reflects a widening of the scope of qualifying indirect activities included In the level
of R&D expenditure undertaken and includes pnor period adjustrents of £28,385, £27,366 and £23,600 In respect of the years
2007 to 2009 respectively

Caprtal structure and funding
The Group remains funded pnmanly by equity share capital This reflects the development status of its products, which is
summansed in the Product Pipeling on page 3

Cash held by the Group at 31 December 2010 totalled £0 82 milion This compnsed cash and cash equivalents and
medium-term deposits with onginal matunties of more than three months, shown below at sach year ended 31 December

2010 2009 2008 2007 2006

£m £m £m £m £m

Medium-term deposits - - - - 104
Cash and cash equivalents 0.82 179 078 264 274
Total cash 0.82 179 078 264 378

The Group had no bank borrowings at 31 December 2010 (2009 £ni)

©n 12 October 2010, the Group raised £66,800 following the 1ssue of 160,000 shares at 41 75 pence per share under the
employee share ophon scheme

On 11 March 2011, the Group raised £3 20 millon (£3 07 million net of expenses) by way of a placing of 4,737,402 new
ordinary shares at 67 50 pence per share The net proceeds raised are for general corporate and research and development
purposes

Cther significant sources of funding receved for the Group from formation of the business until 31 December 2010 compnsed

R&D tax credits £1 59 million, bank interest £0 88 million and R&D grants £0 28 million

D A Martin
Secretary
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Directors’ Report: Business Review

Prnincipal activity

The pnncipal actmity of the Group Is the R&D of pharmaceutical drugs and medical devices and therr commarcial exploitation
The Chairman's and Chief Executive’s Joint Review on pages 4 to 8 and the Drrectors' Report Financial Review on pages 9 to
11 set out 1n more detail the Group'’s actmties dunng the year and anticipated future developments

Research and development activities
The main area of R&D continues to be in the field of innovative pharmaceutical drugs and medical devices for the consumer
healthcare market with the focus beng on sexual healthcare and pain rehef management

Group strategy

The Group strategy 1s to focus on developing innovative products for the consumer healthcare market This stratagy responds
to the well publicised demaographic change of an ageing population, increasing prospenty, Government initiatives to increase
seff-medication, the natural desire for improved qualty of Iife and the Directors’ expectations that consumer healthcare
spending will Increase as a result The objective 1s to develop products such that each on its own has the potential to generate
significant annual revenues m excess of our total Group annual operating costs

The Group business strategy IS centred on selecting and developing products based on five key cntena

« Return on Investment: we focus on consumer healthcare products that offer the potential for a significant return on the
costs of developrment

e Product Profile: we focus on topically applied medicines, ether stand-alone or in combnation with a medical device We
only Incomorate existing chemical entities into our products which gives our development activities a lower nsk profile

e Over The Counter (“OTC"): our am Is to produce safe and effective OTC products made available to consumers on a
general retail basts or through chemists without the need for a doctor's prescnption

s Strong Intellectual Property: the products are underpinned by our developing and retaining valuable intellectual property
inctluding know-how, patents and trademarks, to protect thewr commaercial position

e Licensing: ws am 1o out-license our products dunng therr developrment to established pharmaceutical and healthcare
groups which offer the best potential commercial opportunities

Two of our products (CSD500 and MED2002) involve the application of the same chemical active cormpound, in each case in the
sexual healthcare field The development of our propristary transdermal delivery technology, DenmaSys®, has enabled the expansion
of our product pipelne to Include new active compounds {reducing the dependence on ons single active compound) PETS00,
TPR100, TPR100-Rx and RAD100 represent the next applications of our DermaSys® technology to our product pipeline

Long lead times for product development charactense the pharmaceutical Industry However, the Board seeks to dnve the
busmess through to revenue generation as soon as is practicable with due regard to regulatory standards and an appropnate
commercial approach This is achieved through swift decision-making, highly capable staff and the involvement of extemnal
expertise

At the samse time, the Board remain committed to keeping regular or fixed costs restncted to an appropnate leval through the

continued and judicious use of external consultants and professional advisers Clearly, the fower the Group’s costs the earlier
that venue generation would lead to a key future financial milestone of monthly break-even and profitability
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The consumer healthcare market and competitive environment
The Group develops products that address the needs of the consumer healthcare market The Group considers there to be two
distinct categones within this market

The first category 1s the global OTC market representing all sales of non-prascnption medicings  The non-prescnption drugs
being developed by the Group are shown in the Product Pipeline on page 3 These compnse the sexual healthcare products
PETS00 and MED2002 and the pain relief products TPR100, TPR100-Rx and RAD100 (this may be a prescnption only
product), which fit within the USS$2 6 billion global topical analgesics market' and where the market leader for topical analgesics
has annual sales of US$287 milkon* As PET500 and MED2002 could form new categones within the OTC market, no
published data 1s available on the OTC sexual healthcare market to substantiate market size estimates The prescnption markst
for erectile dysfunction treatments alone was estimated to be more than US$3 8 billion? in 2008

The second category 15 the global consumer medical devices market The Directors astimate that the market for consumer
medical devices 1s worth between US$23 hillicn and US$26 bilion The consumer medical device being developed by the
Group 1s shown in the Product Pipeline on page 3, this 1s the condom product CSD500, which fits within the US$3 3 biflon
global condem market® and where our distnbuticn partner RB, the makers of Durex®, arg the global lsader with 35% of the
branded condom market*

These consumer healthcare markets are dominated by global pharmaceutical and consumaer healthcare groups with established
distnbution networks Smaller R&0 companies, such as Futura, seek to out-license thewr innovative products to these larger
entities

Futura offers its licensing partners its ability to identify commercially attractive consumer healthcare product opportunities
coupled with a lower cost, expert and fast development model, backed by strong patent protection [n return for this, Futura
seeks significant royalties from future sales of these products through its partners and therr established distribution networks

Key performance indicators

The Directors consider the successful achievement of development, licensing and commercialisation milestones and the
number of products under development (beyond the evaluation stags) to be the major drivers of value creation for the Group
These are measures of the progress of the business towards its revenue generation goal and are considerad by the Directors to
be the key non-financial performance indicators used to determine achievement of Group strategy The Group's performance
with regard to such milestones 1s discussed in the Chairman's and Chief Executive's Joint Review on pages 4 10 8

The Directors consider Group cash and the absolute values of, and the ratio between, R&D costs and other administratve
overhead costs as being the Group's key financial performance indicators The cost related indicators assist in monitonng
financtal control to reduce the hurdle to achieving a key future financial mitestone of monthly break-even and profitability The
monitonng of cash gives due consideration to anticipated future spend required to priontise development opportunities and
to plan the resources required to achieve the goals of the business The Directors’ Report Financial Review on pages §to 11
considers these financial performance indicators

Nota

' 2006 calendar year Source OTC Yearbook 2007 (MSF), Nicholas Hall & Company

? Future estimate based on erectie dysfunction product sales data from 2008 Annual Reports for Plizes, Lilly and Bayer
3 2006 calendlar year Source “Condoms A Global Strategic Busmness Report™, Jan 2007, Global industry Analysts, inc
* SSL Internatonal pic Annual Report and Accounts 2009
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Directors’ Report: Business Review contnued

Principal nsks and uncertainties

The development of phammaceutical drugs and medical devices requires the necessary safety. stability and efficacy to be
demonstrated in clinical programmss In order to meet the requirements of the appropnate regutatory bodies These may not be
successful The Directors consider that the key nsks of the Group are

Clinical developrnent and regulatory risk

There can be no guarantee that any of the Group’s products will be able to abtain or mantain the necessary regutatory
approvals in any or all of the temtones in respect of which applications for such approvals are made Where regulatory
approvals are obtaned, there can be no guarantee that the conditions attached to such approvals will not be considered too
onerous by the Group or its distnbution partners in order to be able to market tts products effactively

The Group seeks to reducs this nsk by developing products using safe, well-charactensed active compounds with known
nsk profies, by seeking advice from regulatory advisers, consultations with regulatory approval bodies and by working with
expenenced distnbution partners

Commercial nsk
There can be no guarantes that the Group will succeed In establishing and mantaining the necessary contractual relahonships
with licensing partners for the Group’s products under development

Even if the Group's products are successfully developad and approved by the appropnate regulatory bodiss, they may not be
successfully launched by the Group’s icensing partners or enjoy commercial acceptance

The Group seeks to reduce this nsk by selecting expenenced licensing partners, maintaining and developing its relationship with
these partners and sesking the development of new products of interest to these partners

Funding risk

The Group continues to Incur substantial operating expenses Until the Group generates positive net cash inflows, from the
successful development and commercialisation of its products, it remains dependent upon additional funding through the
injection of equity capital from share 1ssues The Group may not be able to generate positive net cash inflows in the future or to
attract such addiional required funding at all, or on surtable terms In such circumstances the development programmes may
be delayed or cancelled and business operations cut back

The Group seeks to reduce this nsk by kesping a tight control on expendrture, avoiding tong-term supplier contracts {other than
clinical tnals), pnontising development spend on products closest to potential revenue generation, obtaining govemment grants
{(where applicable}, mantaining a focused portfolio of products under development and keeping shareholders informed of progress

As descnbed in the Chairman’s and Chief Executive's Joint Review on pages 4 to 8 and the Directors’ Report Financial Review
on pages 9 to 11 the current econonic environment Is challenging and the Group has reported an operating loss for the

year Whiist measures have been mplemented to preserve cash and secure additional funding, these ctroumstances create
uncertainty over future avallability of funding
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Pnncipal nsks and uncertainties {continued)

As explaned In the Directors’ Report Financial Review on page 11, equity funding of £66,800 was obtamed in October 2010
following employee share option exercises and addiional equity funding of £3 20 mullion {£3 07 milion net of expenses) was
obtained in March 2011

As a result of this the Directors have a reasonable expectation that the Group and the Company has adequate resources
to continue N operational existence for the foreseeable future For these reasons the Directors continue to adopt the going
concern basis in prepanng the financial statements

Treasury and financial nsk

Treasury and financial nsk management policy 1s concerned with financial nstruments and management of interest rate nsk and
foreign exchange rate nsk Financial nsks are quantfied in note 2 of thae Notes to the Group Financial Statements and were not
considered significant at the Group Statement of Financial Posihon date

Competition nsk

The Group’s current and future potantial compettors include, amongst others, major muttinational pharmaceutical and healthcare
companies with substantially greater resources than those of the Group There can be no assurance that competitors will not
succeed in developing systems and products that are more effective or economic than any of those developed by the Group, with
its distnbution partners, or which would render the Group's products obsolete or otherwise non-competiive

The Group seeks to reduce this nsk by secunng patent registration protection for its products, maintaining confidentiality
agreements regarding Group know-how and technelogy, monitonng technological developments and by selecting leading
businesses In their respective fields as licensing partners capable of addressing significant competition, should it anse

Intellectual property nsk

The commercial success of the Group and its ability to competa effectively with other comparres depend, amongst other
things, on its ability to obtain and mantan patents sufficiently broad n scope to provide protection for the Group's intellectual
property nghts against third parties and to exploit its pharmaceutical products The absence of any such patents may have a
matenal adverse effect on the Group's abibity to develop its business The Group seeks to reduce this nsk by only developing
products where legal advice ndicates patent protection would be available, seetung patent protection for the Group's products,
mantaining confidentiality agreements regarcding Group know-how and technology and monitonng technological developments
and the registration of patents by other parties

The commeraial success of the Group also depands upon not Infinging patents granted, now or in the future, to third parties

who may have filed applications or who have obtamed, or may obtain, patents relating to business processes which might
inhibit the Group's ability to develop and exploit s own products
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Directors’ Report: Corporate Governance

Introduction

The Board 1s committed to mantaining appropnate standards of corporate governance Although not mandatory for companies
trading on AIM, the Group accepts the pnnciples of good corporate governance as embodied in The UK Corporate Governance
Code {“the Codea™)

There have been no changes to our corporate governance processes and cur comphance with the Code following our annual
review

Statement of compliance

The Board considers that given the size and nature of the Group's actwittes 1t does not intend to comply with the Code in
raspect of certan items listed below This i1s considered by the Board to be reascnable and does not compromise the overall
pnnciples of corparate governance which the Board strongly supports

e The Remuneration Committes, in deciding on remuneration at its annual review each January, evaluates the performance of
the Group as a whole and that of the indmidual Directors The precise nature of this performance evaluation is not specified
in the Annual Report (Code A6 1)

o Where the Board permits Executive Directors to serve In roles with other companies, as long as they do not compromise
the Indmdual’'s ability to perform those services contracted to the Group, the earmings from such roles need not be
disclosed tc the Board nor paid to the Group (Code B 1 4)

The Board considers that the remuneration of Executive Directors should include a performance related element which ts
almost entirsly based on the award of share options or other share-based incentives as recommended by the Remuneration
Committee and detals are set out in the Directors’ Report Remuneration Report on pages 22 to 26

Board of Directors
The Board of Directors has overall responsibility for the Group

The Board compnses an Executive Charman (“Chairman”), a Chief Executive, two independent Non-Executive Directors and
two further Executve Directors The Chairman has share options in the Company and prowides consulting services to the
subsidiary, Futura Medical Developments Limited The two independent Non-Executive Directors do not have shareholdings
or share optiens in the Company and solely receve fees as Non-Executive Directors The Board continues to be satisfied that
it has an appropnate mix of ndependence and expenence In its Non-Executive Directors The roles of Charrman and Chief
Executive are intended to remain separate
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Board of Directors (contnued)

The Chairman provides strategic and operational guidance bnnging to bear his extensive expenence of the madical device
and pharmaceutical ndustnes He also oversees the duties performed by the Chief Executive and ensures that they are in ling
with Board expectations with & paricular emphasis on monitonng product development The Chief Executive manages the
day-to-day running and strategic dirsction of the Company in ine with policy decisions given by the Board and shareholder
expectations with particular emphasis on the commercial direction of the Group

The Board retains full control of the Group with day-ta-day operational control delegated by the Board to the Executive
Dirsctors The full Board meets bi-monthly and on any other occasions it considers necessary Dunng 2010, there were eight
Board meetings, three meetings of the Remuneration Committee, two meetings of the Audit Committee and one meeting of
the Nommnations Committee Apart from one Board meeting, which the Chairman was unable to attend, all meetings were fully
attendsd by therr constituent Directors

The Board 1s responsible for approving intenm and annual financial statements, formulating and monitonng Group strategy,
approving financial plans and reviewing performance, as well as complying with legal, regulatory and corporate governance
matters There 1s a schedule of matters reserved for the Board

Biographies of the Board members are set out below

Dr Wilham Potter, PhD

Executive Chairman

Dr Potter became Chairman in June 2001 He 1s an adwviser to the Nominations Committee and to
the Remuneration Committee He provides advice and expsriise on product development matters
bnnging to bear his considerable expenence gained over 30 years in R&D including bringing new
products to market iInvolving a wide range of medical devices He has extensive knowledge of
worldwide regulatory procedures, intellectual property 1ssues and Iicensing Dr Potter previously
worked at London International Group ple, including seven years as Group Scientific Affars Director
and at Smith & Nephew plc

James Barder

Chief Executive

Mr Barder joined the Company as Chief Executive in June 2001 He assists the Remuneratton
Commttee and the Nominations Commuttee (but 1s not a member of and does not vote on ether)

He has overall responsibility for all actiities of the Group, 1s a pnincipal contact for all shareholder

and investor relations matters and leads licensing and distnbution negotiations and new product
development activittes He first became involved with the Group as an investor in 1997 and has been
a Director of the subsidiary since 1998 Prior to becoming Chief Executve, he was Managing Drector
of Aon Capital Markets Umited Mr Barder has predominantly worked in the field of insurance and
finance including firms he founded and co-owned Mr Barder 1s also a Non-Executive Director of Lorega
Limited
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Directors’ Report: Corporate (Governance (ontnued

Derek Martin, BSc (Hons), ACA

Finance Director and Company Secretary

Mr Martin joined the Board in September 2008 He oversees the Group’s finance function and also its
compliance procedures Mr Martin qualfied as a Chartered Accountant in 1984 and has over 20 years
of expenence In a vansty of senior accounting roles in a diverse range of iIndustnes including, retail
software, telecoms and media Previous roles include Links of London, a retaif jewelter, and Entuity
Limited, a software development company

David Davies, BSc (Hons}, MBA

Product Development Director

Mr Davies joined the Board in September 2001 He 1s responsible for all product development
programmes for the Group Prior to joining the Company, Mr Davies was Director of Project
Management at Clintnals Ressarch Limited Ha has over 25 years of experience in pharmaceutical
and healthcars product development, within pharmaceutical comparnies and global contract clinical
research organisations Previous employers include Porton Down, Glaxo Group Ressarch, Wellcome
Research Limited, Zambon Umited and PPD Pharmaco bimited Mr Daviss 1s also company
secratary of the registered chanty Ordinary 2 Extracrdinary Limited and 1s a trustee of The Gary Evans
Chantable Trust

Jonathan Freeman, BA (Hons}, MBA

Senior Independent Non-Executive Director and Chairman of Remuneration Committee and
Audit Committee

Mr Freeman joined the Board i July 2003 and was appointed Senior Indspendent Non-Executive
Director in November 2003 As well as channg the Audit Committee and the Remuneration Committee,
he Is also a member of the Nominations Committee He prowides guidance on City regulatory matters,
corporate finance and investor relations He has worked in the UK financial services sector for over 20
years with previous roles ncluding Director of Beeson Gregory (now Evolution Secunties), Director ofa
number of quoted investment companies and most recently, Group Chief Executive Officer of Syndicate
Asset Management plc

Lisa Armold

Independeant Non-Executive Director and Chair of Norminations Committee

Ms Amold joined the Board in March 2008 As well as chainng the Nominations Committee, she is also
a member of the Remuneration Comimittee and the Audit Committee She has extensive expenence
of the investment and healthcare sectors She worked In the investment banking industry from 1984
to 2001, holding semior positions including Sector Head of Pharmaceuticals and Healthcare at UBS
and Commerzbank Since 2001, Ms Amold has worked in consultancy and Non-Executive roles
predommantly in the pensions, healthcare and technology sectors She i1s currently a Non-Executve
Director of the UK's Medicines and Healthcare products Regulatory Agency (“MHRA”), where she also
charrs the Risk & Audit Committes, and an adwiser to the Alled Domecq Pension Funds and the Kraft
UK Pension Fund {Trustees)
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Audit Committee

The Audit Comrmittes comprnses the Non-Executive Directors, J D Freeman and L Amold, and 1s chared by J D Freeman

as Senior Independent Non-Executive Director It meets as required and specifically to review the Intenm Report and Annual
Report and to consider the suitability and monttor the effectivenass of the internal control processes There were two Audit
Committee mestings dunng 2010 The Audit Committes reviews the findings of the external auditors and reviews accounting
policies and matenal accounting judgements

The independence of the auditors 1s considered by the Audit Committee The Audit Committee (with no Executive Director
present) meets at least once per calendar year with the auditors to discuss therr iIndependence and objectivity, the Annual
Report, any audit issuss ansing, internal control processes, appontment and fee levels and any other appropriate matters As
well as providing audit refated services, the auditors also provide taxation advice The fees in respect of audit and tax serices
are disclosed in Note 5 of the Notes to the Group Financial Statements Fees for non-audit services paid to the auditors are not
deemed to be of such significance to them as to impair therr ndependence and therefore the Audit Committee considers that
the objectmity and independence of the auditors 1s safeguarded

The terms of reference of the Audit Committes are set out In the Investors/Govemance section on the Group’s webstite at
www futuramedical com |

Internal control

The Board 1s responsible for establishing and maintaming the Group’s system of internal control and for reviewing its
effectivensss The systermn of internal control 1s designed to manage, rather than eliminate, the nsk of falure of the achievement
of business objectives and can only provide reasonable but not absoclute assurance aganst matenal misstatement or loss

The Audit Committee continues to monitor and review the sffectiveness of the system of internal control and report to the Board
when appropnate with recommendations

The annual review of internal control and financial reporting procedures did not highlight any 1ssues warranting the introduction
of an internal audit function it was concluded, given the cunent size and transparency of the operations of the Group, that an
internal audit function was not required

The main features of the internal control system are outhined below

¢ A control snvironment exists through the close management of the business by the Executive Directors The Group has a
defined organisational structure with delineated approval imits Controls are implemented and monitored by the Executve
Directors

e The Board has a schedule of matters expressly reserved for its consideration and this schedule includes acquisitions and
disposals, major capital projects, treasury and nsk management policies and approval of budgets

o The Group utikses a detaled budgeting and forecasting system Detailed budgets are prepared annually by the Executive
Dwrectors before submission to the Board for approval Forecasts are updated at least quarterly to reflect changes in the
business and are monitored by the Board ncluding future cash flow projections Actual results are monitored against
annual budgets in detaill on a six-monthly basis, with vanances highlighted to the Board

FUTURA MEDICAL pic Annual Report 2010 | 19




20

Directors’ Report: Corporate Governance ontrued

Internal control (continued)
e Financial nsks are identrfied and evaluated for each major transaction for consideration by the Board and senior
management

e Standard financial control procedures are operated throughout the Group to ensure that the assets of the Group are
safeguarded and that proper accounting records are mantaned

¢ Ansk review process is in operation whereby the Chief Exacutive and Finance Diractor present a report to the Board each
year on the key business nsks

Going concern

As disclosed in the Drectors’ Report Business Review on page 15 the Group financial statements have been prepared on the
going concern basis as the Directors have a reasonable expectation that the Group has adequate resources to continue In
operational existence for the foreseeable future

Directors' qualtifying third party indemnity provisions
The Group has made qualfying third party indemnity provisions in favour of the Directors against liability in respect of
procesdings brought by third parties and these remain in force at the date of this Directors’ Report

Nominations Committee

The Nominations Committee compnses the independsnt Non-Executive Directors and is chared by L Arold Dr W D Potter, as
Chairman, s Invited to attend and acts as an acwiser to the Nominations Committee because of his knowledge of the industry,
however, by wirtus of his executive role, he 1s not considered to be independent and 1s excluded from voting

The Nominations Committee monitors the requirements of the Group in respect of Board composition as the Group evolves and
with regard to succession planning There was one Neminations Committee meeting dunng 2010 The terms of reference of the
Nominations Committee are set out in the Investors/Governance sechon on the Group's website at www futuramedical com

Employees
At 31 December 2010, the Group’s employees compnsed two Non-Exscutive Directors, four Executive Directors and three
full-bme and one part-tme member of staff, ali of whom are employed by the subsidiary

The Executive Directors keep staff informed of the progress and development of the Group regularly through formal and
informal mestings and employee feedback 1s encouraged The Group has a policy of offenng share options or other

share-based incentives to all eligible employees with due consideration to the level of diution to shareholders

The Group does not discnminate betwesn employees and prospective employees on the grounds of age, race, disability,
rehgion or gender

The Beard recognises its obligation towards its employees to provids a safe and healthy workuang environment The Group
complies with health and safety legislation mcluding conducting regular nspections and nsk assessments
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Environmental, social and community matters

As a result of the size and nature of our gperations, the impact of the Group’s cperations on the local community and

the envirecnment 1s not considered to be significant Recycling of office supplies 1s undertaken where possible The Group
operates in a highly regulated mndustry and chnical tnals are conducted in compliance with regulatory requirements The Group
undertakes regular reviews of corporate social responsibility matters with policy updates and implements improvemenits to is
operations where identified In 2010 the Group introduced an approved Childcare Voucher Scheme

Relationship with shareholders

The Directors seek to bulld a mutual understanding of objectives between the Company and its shareholders The Company
reports formally to shareholders in its Intenm Report and Annual Report setting out detals of its actmties n addiion, the Group
keeps shareholders informed of events and progress through the 1ssue of regulatory news in accordance with the AIM Rules
for Companes (“AIM Rules™) of the London Stock Exchange The Chief Executive and Finance Dirsctor mest with institutional
shareholders following intenm and final results The Group also maintains investor relations pages and other informaticn
regarding the busmness, its products and activities on its website at www futuramedical com

The Annual Report is made availlable to shareholders at least 20 working days before the Annual Genesral Meeting (“AGM”)
along with notice of the AGM Directors are required to attend the AGM, unless unable to do so for personal reasons or dus to
pressing commercidl commitments, and shareholders are given the opportunily to vote on each separate resolution proposed
at the AGM The Company counts all proxy votes and will Indicate the level of proxies lodged for each resolution, after it has first
been dealt with by a show of hands

D A Martin
Secretary

FUTURA MEDICAL pic Annual Report 2010

21



22

Directors’ Report: Remuneration Report

Remuneration Committee. composrtion and terms of reference

The Remuneration Committes compnses the independent Non-Executive Directors and 1s chaired by J D Fresman Dr W D Potter,
as Charman, 1s invited to attend and acts as an adwser to the Remuneration Committee because of his knowledge of the industry
However, by virtus of his exacutive role, he 1s not considered to be independent and 15 excluded from voting

The purpose of the Remuneration Committee 1$ 10 ensurs that the Executive Directors and other employees are fary rewarded
for ther ndvidual contnbution to the overall performance of the Group The Committee considers and recommends to the
Board the remuneration of the Executive Dirsctors and 1s kept informed of the remuneration packages of sentor staff and invited
to comment on these There were three Remuneration Committee meetings dunng 2010

The Board retains responsibility for overall remuneration policy The terms of reference of the Remuneration Committes are set
out In the Investors/Governance section on the Group’s website at www futuramedical com

Policy on Executive Directors’ remuneration

Executive remuneration packages are designed to attract and retain executives of the necessary skill and calibre to run the
Group Direct benchmarking of remuneration is difficult given the speciahised nature and size of the Group The Remuneration
Committee recommends to the Beard remuneration packages by reference to indmdual performance and uses the

knowledge and expenence of the Non-Exacutive Directors and the Chairman, pubhshed surveys relating to AlM directors, the
pharmaceutical industry and market changes generally The Remuneration Committes has responsibility for recommending any
long-term incentive schemes

The Board determines whether or not Executive Directors are permitted to serve in roles with other companies Such
parmission 18 only granted where a role Is on a sinctly imited basis, where there are no confiicts of interest or competing
activities and prowiding there 1s not an adverse impact on the commitments required to the Group Earmings from such reles are
not disclosed to the Group

There are four main elements of the remuneration package for Executive Directors and staff

{i) Basic salanes and benefits in kind

Basic salanes are recommended to the Board by the Remuneration Committes, taking into account the performance of the
individual and the rates for similar positions in comparable companies Benefits in kind compnsing death in ssrace cover and
private medical Insurance are avallable to all staff and Executrve Directors (excluding the Chainman) Salary alternatives are
avalable instead of the benefits in kind Benefits in kand are non-pensionabie

(i} Share options and other share-based incentives

The Company operates approved and unapproved share option schemes for the Executive Directors and other employees to
motvate those indmduals through equity participation Unapproved share options are occasionally granted to key consultants
Exercise of share options under the schemes i1s subject to specified exercise pencds and compliance with the AIM Rules

The schemses are overseen by the Remuneration Committee which recommends to the Board all grants of share options

based on the Remuneration Committes’s assessment of personal performance and specifying the terms under which eligible
ndmduals may be invited to participate
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Policy on Executive Directors’' remuneration (continued)

The Code refers to the requirement for the perforrmance related elements of remuneration to form a significant proportion
of the total remuneration package of Executive Directors and should be designed to align their interests with those of the
sharehoiders In the development phasa of the Group and dunng the early stages of revenus generation, the Remuneration
Committee currently considers that the bast alignment of these interests is through the continued use of ncentves for
performance through the award of share options or other share-based arrangements

The Company operates a long-term incentive scheme The quantum of any awards recervable by the Executive Directors will
depend on the Company achieving set milestones and the share pnce at the time relative to targets set in advance As a guide,
if the approved milestones are achieved at the share pnce targets over the next 48 months and If the Company exercised

its discretion to settle the awards in equity then the additional shares 1ssued In after tax settlement would be equivalent to
approximately 3 26% of the issued share capital

(ni) Bonus scheme
The Group has an established discretionary bonus scheme for staff The Remuneration Committes considers that no cash
bonuses for Executive Directors will be awardad until the Group has obtained marketing authonsation for CSD500

(v} Pension contributions
The Group pays a defined contnbution to the pension scheme of Executive Directors (except the Chairman) and other
employees The individual pension schemes are pnvate and their assets are held separatsly from those of the Group

Salanes and benefits were reviewed in January 2011 to cover the penod from 1 Fabruary 2011 to 31 January 2012 Future
reviews will continue to be undertaken on an annual basis each January to snable the Group’s performance over the preceding
financial year and the strategy for the forthcoming year to be considered

Service contracts

All Executive Directors except the Chairman are employed under service contracts requinng six months’ notice by either party
All Non-Executve Directors and the Charman receve payments under appointment letters which are terminable by three
months' notice from erther party The service contracts of the Non-Executive Directors are made available for inspection at the
AGM In addition, the Chairman has a consulting contract through Stapleford Scientdfic Services Limited with the subsidiary
company, Futura Medical Developments Limited, requinng one month's notice by either party

All Directors are also directors of the substdiary company, Futura Medical Developments Limited
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Policy on Non-Executive Directors’ remuneration

The Non-Executive Directors and the Chairman each receive a fes for their services as a director, which 1s approved by

the Board, mindful of the time commitment and rasponsibiliies of their roles and of current market rates for cormparable
organisations and appointments Non-Executive Directors and the Chairman are reimbursed for traveling and other ncidental
expenses incurred on Group business

The Chaimman has receved share options and is eligible to recetve further grants of share options or other share-based
incentives In the future in accordance with Group policy Since this was the basis of his onginal appointment and he 1s not
considered independent by the Board, it i1s not the intention to seek sharehclder approval spectfically for any future grants of
share options to the Charman nor to require any shares acquired by wirtue of the exercise of those share options to be held by
the Chairman for at least one year after lsaving the Board

However, to maintan independence, the independent Non-Executive Directors do not participate in any incentive or share
option arrangements

The emaoluments of the Directors, who represent the key management parsonnel, were as follows

Year ended 31 December 2010

Year ended
Salary and 31 Decermnber
Directors’ Benefits 2009
Fees in Kind Pension Total Total
£ £ £ £ e
Executive Directors

W D Potter 30,000 - - 30,000 29,833
J H Barder 174,005 4,828 24,818 203,651 200,416
D B Davies 127,307 3,544 41,194 172,045 171,111
D A Martin 97,383 3,243 9,950 110,576 109,411

Non-Executive Directors
J D Freeman 26,500 - - 26,500 26,354
L Arnold 26,500 - - 26,500 26,354
Totals 481,695 11,615 75,962 569,272 563,479

The above fees and emolurnents exclude rembursed expenditure incurred in the conduct of Group business
In addition to the above emoluments, W D Potter provides consulting services to Futura Medical Developments Lirmited, the

wholly owned subsidiary, through the consulting company Stapleford Screntific Services Limited These senvices were provided
for fees of £83,600 plus reimbursed expenditure of £2,717 (2009 fees £83,600 plus expenses £3,136)
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Directors’ interests in shares

31 December 2010 31 Decamber 2009
Non- Non-
Beneficial beneficial Benseficial beneficial
Interosts Interests Interests Interests
W D Potter 131,098 - 131,098 -
J H Barder 328,712 416,500 378,712 466,500
D B Davies 532,572 - 532,572 -
D A Martin 125,000 - 125,000 -
Totals 1,117,382 416,500 1,167,382 466,500

On 17 May 2010 100,000 ordinary shares held jontly by the children of J H Barder and formerty treated as consolidated within
his and his wife's holdings, for the purposes of the AIM Rules, ceased to be treated as consohdated as his children attaned
the age of 18 Cther than as shown in the table, no Director had any interest in the shares of the Company or in the subsidiary
company, Futura Medical Developments Limited, at 31 December 2010 or at 31 December 2009

Directors’ interests in share options
The Board uses share options to align Directors’ and employees’ interests with those of shareholders in order to provide
incentives and reward them based on improvernents in Group performance

The total number of share options held by the Directors at 31 December 2010 and the related share-based payment expense
are set out below

31 December 2010 31 December 2009
Share-based Share-based
Options Payment Opticns Payment
Held Expanse Held Expense
W D Potter 200,000 7,701 100,000 1,859
J H Barder 450,000 17,162 200,000 3,718
D B Davies 400,000 15,405 200,000 3,718
D A Martin 500,000 12,595 400,000 12,582
Totals 1,550,000 52,863 900,000 21,877
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Directors’ interests in share options (continued)
The share options of the Directors under the Futura Medical plc Enterprise Management Incentive Scheme (included in totals
above) are set out below

Grant Number Exercise Earliest

Date Awarded Price/Share Exercise Date Expiry Date
D A Martin 9 July 2007 100,000 56 25p 1 February 2009 31 January 2014
D A Martin 20 June 2008 100,000 41 75p 1 February 2010 31 January 2015
D A Martin 23 July 2009 80,721 24 25p 1 August 2011 31 July 2016
J H Barder 23 July 2009 200,000 24 25p 1 August 2011 31 July 2016
J H Barder 6 July 2010 176,543 40 50p 1 August 2012 31 July 2017
D B Davies 23 July 2009 200,000 24 25p 1 August 2011 31 July 2016
D B Davies 6 July 2010 176,543 40 50p 1 August 2012 31 July 2017
Totals 1,043,807

In addition, on 8 July 2010 the following options were granted under the Futura Medical pic Unapproved Share Option Scheme
at 40 50p per share with an earliest exarcise date of 1 August 2012 and an expiry date of 31 July 2017 D A Martin 100,000,

J H Barder 73,457, D B Dawvies 23,457 and W D Potter 100,000 All share options were granted with an exercise pnce at or
above market value on the date of grant The independant Non-Executive Directors do not receive share options in order to
mamntan ther ndependence under the Code

The main vesting condition of the share options s that the Director remain employed with the Group as at the date of exercise

Directors’ interests in fong-term incentive scheme

Assuming that each remaining milestone 1s met, at the target share pnce and before the next target date ends, and if the
awards were to be equity-settled then the number of shares that could be awarded before tax to the parhcipating Executive
Directors 1s

2011 2012 2013 2014
W D Potter 253,346 103,346 103,346 103,346
J H Barder 253,346 103,346 103,346 103,346
D B Davies 253,346 103,348 103,346 103,346
D A Martin 203,346 103,346 103,346 103,346
Totals 963,384 413,384 413,384 413,384

The Directors consider that untit a milestone has been met it 1s not appropnate to recognise any share-based remuneration
charge In the Group Statement of Comprehensive Income In respect of the long-term incentive scheme

J D Freeman
Chairman of the Remuneration Committee
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Directors’ Report:
Statement of Responsibilities

Adequacy of information supplied to auditors

Each Director has taken all reasonable steps to make themself aware of any mformation needed by the Group's auditors for
the purpose of therr audit and to establish that the auditors are aware of that information The Directors are not aware of any
relevant audit information of which the auditors are unaware

Directors’ responsibilities
The Directors are responsible for prepanng the Annual Report and the financial statements in accordance with applicable law
and regulations

Company law requires the Directors to prepare financial statements for each financial year Under that law the Directors are
requred to prepare the Group financial statements in accordance with Intemational Financial Reporting Standards (“IFRSs”) as
adopted by the European Union and have elected to prepare the Company financial statements in accordance with applicable

law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice, ("UK GAAP™) Under
company law the Directors must not approve the financial statements unless they are satsfied that they give a true and farr view of
the state of affars of the Group and Company and of the total comprehensive profit or loss for the Group for that penod

The Directors are also required to prepars financial statements in accordance with the AIM Rules
In preparing these financial statements, the Directors are required to

e select surtable accounting policies and then apply them consistently,
¢ make Judgements and accounting estimates that are reasonable and prudent,

e state whether they have been prepared In accordance with IFRSs as adopted by the European Union,
subject to any matenal departures disclosed and explained in the financial statements,

¢ prepare a directors’ report and directors’ remuneration report which comply with the requirements of the Companies Act 2006

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Company's
transactions and disclose with reasonable accuracy at any time the financial position of the Company and enable them to
ensure that the financial staternents comply with the Companies Act 2006 They are also respenaibie for safeguarding the
assets of the Group and the Company and hence for taking reascnable steps for the prevention and detechon of fraud and
other iregulanties

Website publication

The Directors are responsible for ensurng that the Annual Report and the financial statements are made available on a website
Financial statements are published on the Company’s website (www futuramedical com) In accordance with legislation in the
United Kingdom governing the preparation and dissemination of financial statements, which may vary from legislation in other
Junsdictions The mantenance and integnty of the Company’s website 1s the responsibility of the Directors The Directors’
responsibility also extends to the ongomg integnty of the financial statements contained therein

By order of the Board

D A Martin

Secretary
11 March 2011
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Independent Auditor's Report

Independent audrtor's report to the members of Futura Medical plc

We have audited the financial statements of Futura Medical plc for the year ended 31 December 2010, which compnse Group
Statement of Comprehensive Income, Group Statement of Changes in Equity, Group Statement of Financial Position, Group
Staternent of Cash Flows, Parent Company Balance Sheet and the related notes The financial reporting framework that

has been applied in the preparation of the Group financial statements 15 applicable law and International Financial Reporting
Standards (“IFRSs") as adopted by the European Union The financial reporting framework that has besn applied in preparation
of the parent company financial statements 1s apphcable law and United Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice)

This report 15 made solely to the Company's members, as a body, In accordance with Chapter 3 of Part 16 of the Companies
Act 2006 Our audit work has been undsrtaken 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 permittad by faw, 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 auditors

As explaned more fully in the Directors’ Report Statement of Responsibilities, the Directors are responsible for the preparation
of the financial statements and for being satisfied that they give a true and farr view Qur responsibility 1s to audit and express an
opinton on the financial staterments in accordance with applicable law and International Standards on Auditing (UK and Ireland)
Those standards require us to comply with the Auditing Practices Board's (“APB's™ Ethicat Standards for Auditors

Scope of the audit of the financial statements
A descnption of the scope of an audit of financial statements 1s provided on the APB's website at www fre org uk/apb/scope/
pnvate ¢frm

Opinion on financial statements
In our cpmnion

e thefinancial statements give a true and farr view of the state of the Group’s and the parent company's affars as at
31 Dacember 2010 and of the Group's total comprshensive loss for the year then ended,

e the Group financial statements have been property prepared in accordance with IFRSs as adopted by the European Union,

s the parent company financial statements have been properly prepared in accordance with United Kingdom Generally
Accepted Accountng Practice, and

e thefinancial statements have been prepared in accordance with the requirements of the Companies Act 2008
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Opinion on other matters prescnbed by the Companies Act 2008
In our opirion the information given n the Directors’ Report for the financial year for which the financial statements are preparad
1s consistent with the financial statements

Matters on which we are required to report by exception
Wa have nothing to report in respect of the following matters whera the Companies Act 2006 requires us to repont to you if, n
our opinion

e adequate accounting records have not been kept by the parent company, or returns adequats for our audit have not been
received from branches not visited by us, or

e the parent company financial statements are not in agreement with the accounting records and returns, or
e certan disclosures of Directors’ remuneration specified by law are not made, or

we have not receved all the information and explanations we require for our audit

/bo L

Simon Brooker (senior statutory auditor)

For and on behalf of BDO LLP, statutory auditor
Reading

United Kingdom

11 March 2011

BDO LLP 1s a imited hability partnership registered in England and Wales {with registered number QC305127)

FUTURA MEDICAL plc Annual Report 2010

29



30

Group Statement of Comprehensive Income

For the year ended 31 December 2010

Year ended Year ended

31 December 31 December

2010 2008

Notes £ £

Revenue 15 125,000 50,000

Grant iIncome 4 - 30,000

Research and development costs (760,637) (810,188)

Administrative costs (700,399) (7986,186)

Operating loss 5 (1,336,036) {1,526,374)

Finance Income 8 19,265 14,398

Loss before tax (1,316,771) (1,511,978)

Taxation 9 225,731 119,289
Total comprehensive loss for the year attributable to owners

of the parent company (1,091,040) (1,392,687)

Loss per share (pence) 10 {1.61p) (2 24p)

All amounts relate to continuing actvities

The notes on pages 34 to 53 form part of these Group financial statements
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Group Statement of Changes in Equity

For the year ended 31 December 2010

Share Share Merger Retained Total

Capital Premium Reserve Losses Equity

Note £ £ £ £ £

At 1 January 2009 115,238 13,261,376 1,152,165 (13,642,427) 886,352

Total comprehensiva loss for

the year - - - (1,392,687) (1,392,887}
Share-based payment - - - 44,144 44,144
Shares 1ssued dunng the year 17 18,729 2,439,612 - - 2,459,341

Costs of share 1ssues - (144,341) - - (144,341)
At 1 January 2010 134,967 15,656,647 1,152,165 (14,990,970) 1,852,809

Total comprehensive loss for the year - - - (1,091,040) (1,021,040
Share-based payment - - - 71,976 71,976
Shares issued dunng the year 17 320 66,480 - - 66,800
At 31 December 2010 135,287 15,623,127 1,152,165 (16,010,034) 900,545

Share premium represents amounts subscnbed for share capital in excess of nominal value, less the related costs of share
Issues

Merger reserve represents the reserve anaing on the acquisition of Futura Medtcal Developments Limited in 2001 wia a share for
share exchange accounted for as a group reconstruction using merger accounting under UK GAAP

Retained losses represent cumulative net losses recogrised in the Group Statement of Comprehensive Income The total
comprehensive loss for the year represents the total recognised income and expense for the ysar

The notes on pages 34 to 53 form part of these Group financial statements
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Group Statement of Financial Position

As at 31 December 2010

As at As at
31 December 31 December
2010 2009
Notes £ £

Assets
Non-current assets
Plant and equipment 11 8,407 10,293
Total non-current assets 8,407 10,293
Current assets
Inventonss 12 9,378 10,825
Trade and other recenvables 14 64,314 147,761
Taxation 9 146,380 119,289
Cash and cash equivalents 15 824,821 1,789,173
Total current assets 1,044,893 2,067,048
Liabilties
Current habilities
Trade and other payables 16 (152,755) {224,532)
Total habilihies (152,755} {224,532}
Total net assets 900,545 1,852,809
Caprtal and reserves attnbutable to owners of the parent company
Share capital 17 135,287 134,967
Share premium 15,623,127 15,556,647
Merger reserve 1,152,165 1,152,165
Retamed losses {16,010,034) {14,990,970)
Total equity 900,545 1,852,809

The Group financial statements were approved and authonsed for issue by the Board on 11 March 2011

The notas on pages 34 to 53 form part of these Group financial statements

By order £f the Board
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Group Statement of Cash Flows

For the year ended 31 December 2010

Year ended Year ended
31 December 31 December
2010 2009
Notes £ £

Cash flows from operating activities
Loss before tax {1,316,771) (1,511,976)
Adjustments for
Depreciation 1 7,516 11,178
Finance income 8 {19,265) (14,398)
Share-based payment charge 18 71,976 44,144
Cash flows from operating activites before changes in working caprtal (1,256,544) {1,.471,052)
Dacrease/(increase) in inventones 12 1,447 (390)
Decrease/(increase) in trade and other recevables 14 81,193 (84,904)
(Decreass)/increase In trade and other payables 16 @1,777) 72,157
Cash used in operations {1,245,681) (1,484,189)
Income tax recenved 198,640 165,526
Net cash used in operating activities {1,047,041) (1,318,663}
Cash flows from investing activities
Purchase of plant and equipment T {5,630) {978)
Interest receved 21,519 11,561
Cash generated by investing activities 15,889 10,583
Cash flows from financing activities
Issue of ordinary shares 17 66,800 2,459,341
Expenses pad n connection with share issues - (144.341)
Cash generated by financing activities 66,800 2,315,000
{Decrease)/increase in cash and cash equivalents (964,352) 1,006,920
Cash and cash equivalents at beginning of year 1,789,173 782,253
Cash and cash equivalents at end of year 15 824,821 1,789,173

The notes on pages 34 to 53 form part of these Group financial statements
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Notes to the Group Financial Statements

For the year ended 31 December 2010

Accounting policies

1.1 Basis of preparation

The Group financial statements have been prepared and approved by the Directors in accordance with International
Financial Reporting Standards (*IFRSs”) as adopted by the Europsan Union

The accounting policies set out below have been apphed 1o all penods presented in these Group financial statements and
are in accordance with IFRSs as adopted by the European Union, and International Financial Reporting Interpretations
Committee {“IFRIC") interpretations that were applicable for the year ended 31 December 2010

1.2 Going concern

The Group had cash balancas of £0 82 milion at 31 December 2010, and a net cash outflow of £0 86 million in the year
The Directors expect a net cash outflow 1n the period to 31 March 2012 and recogrised that there would be a need for
increased funding As disclosed in note 22 the Group raised £3 20 million (£3 07 million net of expenses) by way of a
placing of 4,737,402 new ordinary shares at 67 50 pence per share in March 2011 and the Directors have prepared a cash
flow forecast which shows that the net placing proceeds provida sufficient working capital for the Group to meet its liabilities
In the review penod as they fall due

The Group financial statements have been prepared on the going concern basis which assumes that the Group will continue
in operational existence for the foreseeable future The Group financial statements do not reflect any adjustments that would
be required if they were to be prepared on a basis other than the going concern basis

1.3 Accounting developments
The following new standards, amendments to standards or interpretations, effsctive for the first tme from 1 January 2010,
have not had a matenal effect on the Group financial statements

e 'mprovements to IFRSs (2009)'
e |FRS 3 (Revised) ‘Business Combinations’
o |AS 27 (Amendment)} ‘Consolidated and Separate Financial Statements’

The following new standards, amendments to standards or interpretations have been issued but are not effective for the
year ended 31 December 2010 and have not been adopted early as the Directors do not expact them to have a matenal
effact on the Group financial statements

e ‘'mprovements to IFRSs {2010)’
o IAS 24 (Revised) 'Related Party Disclosures’

1.4 Basis of consolidation

Where the Company has the power, etther directly or indirectly, to govemn the financial and operating policies of another
entity or business, so as to obtan benefits from its actiities, 1t 1s classified as a subsidiary The Group financial statements
present the results of the Company and its sole subsidiary Futura Medical Davelopments Limited as if they formed a single
entity (*the Group”) Intra-group transactions and balances are sliminated in prepanng the Group financial statements
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Accounting policies (continued)

1.5 Revenue

Revenue compnses the fair value receved or receivable for exclusivity arrangements, consultancy fees, milestong ncome
or royalties, net of value added tax

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

() Exclusmty arrangements and similar agresments are recognised as revenus in the accounting penod m which the
related services, or required actmities, are performed or specified conditions are fufilled in accordance with the terms
of completion of the specific transaction

i) Consultancy fees are recognised as revenue in the accounting penod in which the revenue becomes recevable

i} Non-refundable milestone ncome 1s recogrused as revenue In the accounting penod 1n which the milestones are
achieved If any milestons income 15 creditable aganst royalty payments then it 1s deferred and released to the Group
Staternent of Comprehensive Income over the accounting penods in which the royalties would otherwise be receivable

(iv) Royalty ncome relating to the sale by a licensee of icensed product 1s recognised on an accruals basis in accordance
with the substance of the refevant agreement and based on the receipt from the licensee of the relevant information to
enable calculation of the royalty due

1.6 Leased assets

Leases, which contain terms whersby the Group does not assurme substantially all the nsks and rewards incidental to
ownership of the leased item are classified as operating leases Operating lease rentals are charged to the Group Statement of
Comprehensive Income on a straight-ine basis over the lease term The Group does not hold any assets under finance leases

1.7 Intangible assets
Research and development {(“R&D")
Expenditure incurred on the development of internally generated products i1s capitalised if it can be demonstrated that

¢ 1t s technically feasible to develop the product for it to be sold,
e adequate rescurces are avalable to complete the development,
e there s an intention to complete and sell the product,

e the Group I1s abls to out-license or sell the product,

¢ sale of the product will generate future econcmic benefits, and
e  expenditure on the project can bs measured rehably

Capitalised development costs are amortised over the penods in which the Group expects to bensfit from selling the
products developed but not exceeding five years The amortisation expense 18 included in R&D cests recognised in the
Group Statement of Comprehensive income The useful Ife and the value of the capitalised development cost are assessed
for impairment at least annually The value is wntten down immediately if imparment has occurred and the unimpared cost
amortised over the reduced useful Ife The Directors consider that the cntena to capitalise development expenditure are not
met for a product pnor to that product recemng marketing authonsation for sale in at least one country
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Notes to the Group Financial Statements oninusg

Accounting policies (continued)
Development expenditure not satisfying the above critena and expenditure on the research phase of internal projects are
included in R&D costs recognised In the Group Statement of Comprehensive Income as incurred

Patents and trademarks
The costs mcumed 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

1.8 Plant and equipment

Plant and equipment 1s initially recognised at cost, and subsequently at cost less accumulated depreciation and any
accumulated iImpairment lossas Cost includes expendrture that 1s directly attnbutable to the acquisition of the items
Depreciation i1s charged to the Group Statement of Comprehensive Income at rates calculated to wnte off the cost, less
estimated residual value, of each asset on a straight-line basis over ther estmated useful ives

The assets' restdual valuas and useful ives are determined by the Directors and reviewed and adjusted if appropnate at
each Group Statement of Financial Position date

1 8 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 imparment, agsets are grouped

at the lowest levels for which there are separataly identfiable cash flows {cash generating units) An imparment l0ss 1s
recognised immediately in the Group Statement of Comprehensive Income for the amount by which the asset’s carmying
amount exceeds its recoverable amount

Recoverable amount 1s the hugher of farr value, less disposal costs, and vatue In use In assessing value n use, the
esttmated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the tme value of money and the nsks specific to the asset

Where an impairment loss subsequently reverses, the camying amount of the asset 1s Increased to the revised estmate of
its recoverable amount, but so that the ncreased carrying amount does not excesd the carmying armount that would have
been deterrined had no imparrment loss been recognised for the asset in pnor penods A reversal of an impaimment loss 1§
recognised immediately in the Group Statement of Comprehensive Income

1.10 Inventones

Inventones are matenals and supplies to be consumed in the course of R&D and are iniially recogrised at cost, and
subsequently at the lower of cost and net realisable value Cost includes matenals, related contract manufactunng costs
and other direct costs Cost s calculated using the first-in, first-out method Net realisable valus 1s based on estimated
seling pnce, less further costs expected to be ncurred to completon and disposal

A provision Is recognised immediately in the Group Staternent of Comprehensive Income in respect of obsolete,
slow-moving or defective items, where appropnate
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Accounting pohicies {continued)

1 11 Financial instruments

Financial assots

The Group classifies its financial assets in the category of loans and recevables compnsing ‘trade and other recanvables’
and ‘cash and cash equivalents’ They are recogrused miially at fair value and subsequently at amortised cost using the
effective interest rate method

Trade and other recevables are recogrused intialty at fair value and are subsequently measured at amortised cost using
the effective interest rate method, less an estmate made for imparment based on a review of all past due amounts at the
year end A prowision for impairment of trade and other recevables 1s established when there is objective evidence that the
Group will not be able to collect all amounts due If an mpaiment loss 18 required the carrying amount of tha trade or other
receivable 1s reduced through the use of an allowance account and the amount of the loss recognised immediately In the
Group Statement of Comprehensive Income in administrative costs

Mechurm-term deposits, compnsing steriing fixed rate deposits with onginal maturtties of more than three months, are
included i trade and other recervables

Cash and cash equivalents are financial assets and compnse cash in hand and sterling fixed rate short-term deposits
with onginal matunties of three monthg or less which are held by the Group so as to be avalable to mest short-term cash
commitments

The Group assesses at each Statement of Financial Position date whether there 1s objective evidence that a financial asset
1$ Impared

Financial habilitias
The Group’s financial habilties compnse ‘trade and other payables’ recognised inmially at far value and subsequently at
amortised cost using the effective interest rate method

1.12 Government grants

Government grants are recogrised at far value where there 15 a reasonable assurance that the grant will be received

and the Group will cormply with all attached conditions Government grants relating to costs defrayed are accrued and
recognised in the Group Statement of Comprehensive Income over the penod required to match them with the costs which
they remburse

1 13 Taxation

Income tax 1s recognised or provided at amounts expected to be recovered or to be pad using the tax rates and tax laws
that have been enacted or substantively enacted at the Group Statement of Financial Position date R&D tax credits are
recognised on an accruals basis and are included as an income tax credit under cument assets
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Notes to the Group Financial Statements contnued

1. Accounting pohcies (continued)
Deferred tax assets and liabiliies are recogrised where the camying amount of an asset or lability on the Group Staterment
of Financial Position date differs from its tax base, except for differences ansing on

e the inmal recognition of an asset or lability in a transaction which 1s not a business combination and which at the trme
of the transaction affects neither accounting profit nor taxable profit, and

e nvestments in subsidianes and jontly controlled entiies where the Group is able to control the timing of the reversal of
the difference and it 1s probable that the difference will not reverse in the foreseeable future

Recogniton of deferred tax assets Is restncted to those instances where 1t 1s probable that taxable profits will be available
aganst which the difference can be utilised |

The amount of the asset or liability 1s determined using tax rates that have been enacted or substantively enacted by the
Group Statement of Financial Position date and are expected to apply when the deferred tax labilities/(assets) are settled/
{recovered) Deferred tax balances are not discounted

Deferred tax assets and liabilittes are offset when the Group has a legally enforceable nght to offset current tax assets and
labilires and the deferred tax assets and liabilities relate to taxss levied by the same tax authonty on either

e the same taxable group company, or

o  dfferent group entities which intend to settle current tax assets and labilites on a net basis, or to realise the assets and
settle the lliabihties simultanecusly, on each future penocd in which significant amounts of deferred tax assets or labiities
are expected to be settled or recovered

1.14 Foreign currency translation

Foreign currency transactions are translated mto the functional currency using the exchange rates prevaiing at the dates

of the transactions Foreign exchange gains and losses rasulting from the settiement of such transactions and from the
translation at penod end exchange rates of monetary assets and labiies denominated i foreign currencies are recognised
m the Group Statement of Comprehensive Income in the penod in which they anse

1.15 Employee benefits |
(i} Defined contnbution plans ‘
The Group provides retirement benefits to all employess and Executive Directors (except the Chairnan) who wish to \
participate in defined contnbution pension schemes The assets of these schemes are held separately from those of the
Group in independently administered funds  Contnbutions made by the Group are charged to the Group Statement of
Comprehensive Income n the penod in which they become payable

{1) Accrued holiday pay

Prowision 1s made at each Group Statement of Financial Position date for holidays accrued but not taken at the salary of
the relevant employes at that date The expected cost of compensated short-term absence (| e holidays) 1s charged to the
Group Staterment of Comprehensive Income on an accruals basis
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1.

Accounting policies (continusd)

() Share-based payment fransactions

The Group operates an equity-settled share-based compensation plan For all share options awarded to employees, and
others providing simitar services, the farr value of the share options at the date of grant 1s charged to the Group Statement
of Comprehensive Income over the vesting pencd Non-market vasting conditions are taken into account by adjusting the
number of equity instruments expacted to vest at each Group Statement of Financtal Position date so that, uttimately, the
cumulative amount recognised over the vesting penod 1s based on the number of share options that eventually vest Thers
are no market vesting conditions [f the terms and conditions of share options are modified before they vest, the change in
the farr value of the share options, measured immediately before and after the modification, s alsc charged to the Group
Statement of Comprehensive Income over the remaining vesting penod

The proceeds receved when share options are exercised, nst of any directly attnbutable transaction costs, are credited
to share capital {(nominal value) and the remaining balance to share premium All employee share option holders enter into
an HM Revenue & Customs joint election to transfer the employers' national insurance contnbution potental hability to the
employee, therefore no Group asset or llability anses

(v) Long-term incentive scharme

The Group operates a long-tenm ncentive scheme for the Executive Directors The quanturn of any awards recewvable by
the Executive Directors will depend on the Group achieving set milestones and the shars pnce at the tme relative to targets
set in advance The Group can exercise discretion in settling any award in equity or in ¢ash

1.16 Finance income
Interest ncome 1s recognised on a tme-proportion basis using the effective interest rate method

1.17 Critical accounting estimates and judgements

Cntical accounting estimates, assumptions and judgements are continually evaluated by the Dirsctors based on availlable
information and expenence As the use of estimates 1s inherent in financial reporting, actual results could differ from these
estimates

Judgements

() Revenue recognition

The feas nvaiced in respect of the TPR100 exclusvity agresment have been recogrised as revenus on an accruals basis in
the Group Statement of Comprehensive Income over the pencd of the agreement

(i) Intangible asset recognition
The Directors consider that the cntena to capitalise development expenditure are not met for a product pnor to recenng
marksting authonsation for sale in at least one country

(i) 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 1$ generating recumng royalty revenue
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Notes to the Group Financial Statements contnues

Accounting policies {continued)

Estimates and assumptions

{iv) Useful ives of plant and equipment

Plant and equipment is amortised or deprecated over its useful Iife  Useful ives are basead on the Directors’ estimates of
the penods over which the assets wili be used in developing revenue generating products and the estimates are reviewed
annually for continued appropnateness The estimated useful Ives are between two and five years for computer equipment
and between three and ten years for furniture and fittings Changes to estimates can result in significant vanations in the
camying value and amounts charged to the Group Statement of Comprehensive Income in specific penods

{v) Fair value of financial mstruments
The Group determines the farr 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

vt} Inventones

The Group reviews the net realisable value of its mventonies on a half-yearly basis to provide assurance that recorded
Inventones ara stated at the lower of ¢ost or neét realisable value Factors that could iImpact realisable value include the
timing and success of future technclogical mnovations in relation to product R&D, competiter and Government actions,
suppler prices and economic trends

(v} Share-based payments

The Group operates an equity-settled share-based ccmpensation plan as detaled in note 18 Employee (and similar)
services received and the corresponding Increase In equity are measured by reference to the fair value of the equity
instruments as at the date of grant

Financial nsk management

2.1 Financial nsk factors

The Group’s actvities expose it to a vanety of financial nsks market nsk {including foreign exchange rate nsk, cash flow
interest rate nsk and fair value interest rate nsk), credit nsk and iquidhty nsk

It 1s Group policy not to enter Into speculative positions using complex financial instruments The Group’s pnmary treasury
objective is to minimise exposurs to potential capital losses whilst at the same time securing favourable market rates of
mterest on Group cash deposits using money market deposits with banks Cash balances used to settle the liabilities from
operating actvities are also maintained in current accounts which earn interest at vanable rates

(i) Market nsk

Foreign exchange rate nsk

The Greup pnmanly enters into supplier contracts which are to be settled in sterling However, some contracts involve other
currencies including the US Dollar and the Euro Where large supplier contracts of more than £100,000 total value are to be
settled in foreign currencies consideration 1s given to settling the sums to be paid through conversion of sterfing deposits to
the appropnate foreign currency holdings at the outset of the contract to mintmise the nsk of adverse cumrency fluctuations
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Financial risk management (continued)
For contracts with smaller values the foreign exchange rate nsk i1s not considered sufficient to require the establishment of
foreign currency accounts unless specific circumstances are identfied which warrant this

At 31 December 2010 the Group had no trade payables denominated in a foreign currency (31 December 2009 £nil)

Cash flow interest rate nsk and fair value interest rate nsk

The Group’s interest rate nsk anses from short-term money market deposits Deposits which earn vanable rates of nterest
expose the Group to cash flow Interest rate nsk Deposits at fixed rates expose the Group to far value interest rate nsk The
Group analyses its interest rate exposure on a dynamic basis

The impact in the year ended 2010, of a dafined interest rate shift of a 1% higher rate of interest earned per annum applied
to the term deposits aver the pencd of the deposit, on the post-tax loss for the year and net assets would have been
£12,501 lower/hugher (2009 £9,931 lower/higher}

The impact in the year ended 2010, of a defined interest rate shift of a 1% lower rate of interest eamed per annum applied
to the term deposits over the pencd of the deposit, on the post-tax loss for the year and net assets would have been
£12,281 higher/lower (2009 £9,107 higher/lower)

(i) Credit nsk

Cradit nsk anges from cash and cash equivalents and deposits with banks and financial institutions as welt as credit
exposure n relation to outstanding recevables Group policy I1s to spread deposits over at lsast two institutions with
investment grade A2 or better (Moody's credit rating) and deposits are made in sterling only The Group does not expect
any losses from non-performance by these institutions

(i) Liquidity sk

Liquicity nsk anses from the Group's management of working capital It i1s the nsk that the Group will encounter difficulty n
mesting its financial obligations as they fall due Prudent iquidity nsk managemsnt involves mantaning sufficient cash and
cash equivalents and the monitonng of rolting forecasts of the Group’s iquidity reserve on the basis of expected cash flow

The Group had trade and other payables at the Group Statement of Financial Position date of £152,755 (2009 £224,532)
as disclosed in note 16, which matura within one year

2.2 Capital nsk management

The Group's objectives when managing capital are to safeguard the Group’s ability to continue as a going concern in order
to prowvide returns for equity holders of the Company and benefits for other stakeholders and to maintain an optimal capital
structure to mirsmise the cost of capital

2.3 Farr value estimation
The Group uses amortised cost, using the sffective interest rate method, to detenmine subsequent fair value, after inial
recognition, for its financial mstruments
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Notes to the Group Financial Statements contes

3. Segment reporting

The Group 1s orgarisad and operates as one businass segment, being the development of pharmaceutical drugs and
medical devices and therr commercial explotation The main area of R&D continues to be in the field of innovative products

for the consumer healthcare market with the focus baing on sexual healthcare and pain relief management

The Group manages any overseas R&D from the UK, the pamary business segment Segment revanus 1s based on the
geographical location of the Group's customars which at this stage 1s solely the UK Since there 1s currently enly one

business segment and one geographical segment, no separate segment reporting has been prepared

4. Grant income

Year ended Year ended
31 December 31 December
2010 2009
£ £
SEEDA R&D grant ncome recognised In
Group Statement of Comprehensive Income - 30,000
SEEDA R&D grant accrued income - 30,000
There were no unfulfilled conditions attaching to the grant iIncome that has been recogrised
5. Operating loss
Year ended Year ended
31 December 31 December
2010 2009
£ g
Operating loss is stated after charging
Depreciation of plant and equipment (note 11} 7,516 11,178
Inventones consumed/(added to) in R&D 1,447 {380)
Realised exchange losses/{gains) 39 {1,670)
Wages and salanes {note 6} 880,050 891,069
Operating lease costs (note 20) 59,217 66,345
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5.

Operating loss (continued)
The fees of the Group's auditors, BDO LLP, for services provided are analysed bslow

Year ended Year ended
31 December 31 December
2010 2009
£ %

Audit services
Parent company 24,480 24,000
Subsidiary 3,570 3,500

Tax services

Parert company 765 750
Subsidiary 3,315 3,250
Tatal fees 32,130 31,500

Wages and salanes

The average monthly number of persons (including all Directors) employed by the Group dunng the year was 10 (by
category R&D 4, administration 6) (2009 10, by category R&D 4, admnistration 6) and their aggregate emoluments were

Year ended Year ended

31 December 31 December

2010 2009

£ £

Wages and salanes 641,433 635,985
Social secunty costs 72,198 75,260
Other pension and Insurance benefits costs 113,830 118,609
Total cash-settied emoluments 827,561 829,854
Accrued holiday pay (19,487) 17,071
Share-based payment remuneration charge (note 18) 71,976 44,144
Total emoluments 880,050 891,069

All smployees of the Group are employed by Futura Medical Developments Limited
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Notes to the Group Financial Statements coninues

Directors’ emoluments

Year ended Year ended

31 December 31 December

2010 2009

£ £

Aggregate emoluments 493,310 488,754

Company penston contnbutions 75,962 74,725
Emoluments disclosed above include the following amounts in respect of the highest paid Director

Year ended Year ended

31 December 31 December

2010 2009

£ £

Aggregate emoluments 178,833 175,702

Company pension contributions 24,818 24,714

Buring the year, three Directors (2009 thres Directors) participated n a pnvate money purchase defined contnbution

pension scheme

Emolurments for ndividual Directors are disclosed within the Directors’ Report Remuneration Report on page 24

Finance income

Year ended Year ended

31 December 31 December

2010 2009

£ £

Interest receivable on fixed rate short-term deposits 19,265 14,398
19,265 14,398
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9.

Taxation
Current tax
Year ended Year ended
31 December 31 December
2010 2009
£ £
UK comoration tax credit on loss for the year 146,380 119,289
Adjustment for aver-provision in pror years 79,351 -
Taxation credit reported in the Group Statement of Comprehensive Income 225,731 119,289
The tax assessed for the year 1s different from the standard rate of corporation tax n the UK
The differences are explaned below
Year ended Year ended
31 December 31 December
2010 2008
£ £
Loss on ordinary actmties befors tax 1,316,771 1,611,976
Loss on ordinary activitias at the average standard rate of corporation tax
in the UK of 21% {2009 21%) 276,522 317,515
Expenses not deductible for tax purposes (128) {690)
Differance between depreciation and capital allowances {396) (2,141)
Other short-term tming differences (11,023) (13,081}
Unutiised tax lcsses (147,570) {203,947}
Schedule 23 deduction for share options 5,996 -
Additional relief attaching to R&D tax credit claims 22,979 21,633
QOver-provision In pnor years 79,351 -
Taxation credit reported in the Group Statement of Comprehensive Income 225,731 119,289

The Group has tax losses of £11,649,224 (2009 ©11,274,288) available for offset aganst future taxable profits
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Notes to the Group Financial Statements ontinuea

9. Taxaton (continued)
Deferred tax
Deferred tax assets amounting to £2,436,068 (2009 £2,211,958) have not been recognised on the basis that theur future
economic benefit Is not certain Assuming a prevailing tax rate of 20% (2009 20%) when the timing differences reverse,
the unrecognised deferred tax asset compnses
Year ended Year ended
31 December 31 December
2010 2009
g £
Depreciation in excess of capital allowances 10,612 10,235
Schedule 23 reclaim for share options 93,451 6,359
QOther short-term timing differences 2,160 6.057
Unutiised tax losses 2,329,845 2,189,302
2,436,068 2,211,953
10. Loss per share (pence)
The calculation of the loss per share 1S based on a loss of £1,091,040 (2009 loss of £1,382,687) and on a weighted
average number of shares in 1ssue of 67,563,969 (2009 62,219,312)
The loss attnbutable to equity holders of the Company for the purpose of calculating the fully diluted loss per share 1s
identical to that used for calculating the basic loss per share The exercise of share options, detalls of which are disclosed
In note 18, or the 1ssue 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’
11. Plant and equipment
Computer Furniture
Equipment and Fitbings Total
£ £ £
Cost
At 1 January 2010 58,517 53,044 111,561
Additions 5,630 - 5,630
Disposals (13,483 {898) (14,381)
At 31 December 2010 50,664 52,146 102,810
Depreciation
At 1 January 2010 51,208 50,060 101,268
Disposals (13,483) (898) (14,381)
Charge for year 5,498 2,018 7,516
At 31 December 2010 43,223 51,180 94,403
Net book value
At 31 December 2010 7,441 966 8,407
At 31 December 2009 7,308 2,984 10,293
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11. Plant and equipment (continued)

Computer Furniture
Equipment and Fittings Total

£ £ £
Cost
At 1 January 2009 57,719 53,044 110,763
Additions 978 - ar8
Disposals (180) - (180}
At 31 December 2009 58,517 53,044 111,561
Depreciation
At 1 January 2009 43,078 47,192 90,270
Disposals {180} - (180}
Charge for year 8,310 2,868 11,178
At 31 December 2009 51,208 50,060 101,268
Net book value
At 31 December 2009 7,309 2,984 10,293
At 31 December 2008 14,641 5,852 20,493

All fixed assets of the Group are held in Futura Medical Developments Limited

12. Inventories
31 December 31 December

2010 2009
£ £
Raw matenals and consumables 9,378 10,825

FUTURA MEDICAL plc Annual Report 2010 | 47



48

Notes to the Group Financial Statements contrued

13. Financial instruments by category
The accounting policies for financial instruments have been applied to the line items below

14.

31 December

31 December

2010 2009
£ £
Assets as per Group Statement of Financial Position
Loans and receivables
Trade and other recevables (note 14) 64,314 147,761
Cash and cash equivalents {note 15) 824,821 1,788,173
Total loans and receivables 889,135 1,936,934

31 December

31 December

2010 2009
£ £

Liabilities as per Group Statement of Financial Position
Total trade and other payables {(note 16) 152,755 224,532

Trade and other receivables

31 December

31 December

2010 2009
£ e

Amounts receivable within one year
Trade recevables - 57,500
Other recevables 16,829 9,659
Prepayments and accrued income 47,485 80,702
64,314 147,761

Trade recevables that are under three months past due are not considered impared At 31 December 2009 there were no

trade recevables past due but not mpared

The other classes within trade and other receivables do not contain imparred assets The Group does not hold any
collateral as secunity and the maximum exposure to credit nsk at the Group Statement of Financial Position date 1s the fair

value of each class of receivable
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15.

16.

17

Cash and cash equivalents
31 December 31 December

2010 2009

£ £

Cash at bank and in hand 51,215 13,861
Sterling fixed rate short-term deposits of up to three months matunty 773,606 1,775,212
824,821 1,789,173

Trade and other payables
31 December 31 December

2010 2009
£ £
Trade payables 75,903 83,486
Soctal secunty and other taxes 24,097 25,351
Accrued expenses and deferred ncome 52,755 115,695
152,755 224,532
Share capital
Authonsed
31 December 31 December 31 December 31 December
2010 2009 2010 2003
No. No £ c
Ordinary shares of 0 2 pence each 500,000,000 500,000,000 1,000,000 1,000,000
Allotted, called up and fully paid
31 December 31 December 31 December 31 December
2010 2009 2010 2009
No. No £ £
Ordinary shares of 0 2 pence each 67,643,311 67,483,311 135,287 134,967

The number of issued ordinary shares as at 1 January 2009 was 57,618,840
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Notes to the Group Financial Statements contueq

17.

18.

Share capital {continued)
Dunng the year ended 31 December 2009, the Company 1ssued shares of 0 2 pence each as follows

Gross Shares
Consideration Issued
Month Reason for issue £ No.
March 2009 Placing at 20 pence per share 1,000,000 5,000,000
November 2009 Placing at 30 pence per share 1,459,341 4,864,471
The number of issued ordinary shares as at 1 January 2010 was 67,483,311
Durng the year snded 31 December 2010, the Company i1ssued shares of 0 2 pence each as follows
Gross Shares
Consideration Issued
Month Reason for 1ssue £ No.
October 2010 Share option exercise at 41 75 pence per share 66,800 160,000

Share options

At 31 December 2010, the numbers of ordinary shares of 0 2 pence each subject to share options granted under the

Group's Approved and Unapproved Share Option Schemes were

Exercise At Grants At

Price per 1 January Dunng Options 31 December

Share 2010 Year Exercised 2010

Exercise Penod p No. No. No. No.
1 February 2008 — 31 January 2013 74 50 200,000 - - 200,000
1 February 2009 - 31 January 2014 56 25 300,000 - - 300,000
1 February 2010 - 31 January 2015 4175 290,000 - (160,000) 130,000
1 August 2011 - 31 July 2016 24 25 965,000 - - 965,000
1 August 2012 - 31 July 2017 40 50 - 840,000 - 840,000
1,755,000 840,000 (160,000 2,435,000

On 6 July 2010 share options over 840,000 new ordinary shares were granted to employees (ncluding Directors)
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18. Share options (continued)

On 12 Qctober 2010 share options over 160,000 new ordinary shares were exercised by employees (excluding Directors)

This generated additional funds of £66,800 for the Company

The shars options outstanding at 31 Decsmber 2010 represented 3 6% of the issued share capital as at that date (2009

2 6%) and would generate additional funds of £946,238 (2009 £672,838) if fully exercised The weighted average remaining

ife of the share options was 63 months (2009 66 months}, with a weighted average remaining exercise prce of 38 86p

(2009 38 34p)

The share options exercisable at 31 December 2010 totalled 830,000 (2008 500,000) with an average exercise pnce of

59 05p (2009 83 55p) and would generate additional funds of £372,025 (2009 £317,750) if fully exercised

The Group's share option scheme rules apply to 2,260,000 of the share options outstanding at 31 December 2010
(31 December 2009 1,580,000} and include a rule regarding forfeiture of unexercised share options by a Director or

employee upcn the cessation of therr employment (except in specific circumstances)

There were no market vesting conditons within the terms of the grant of the share optionsg

The Black-Schotes—Merton formula 1s the option pricing model applied to the grants of all share options made in respect

of calculating the far value of the share options

31 December

31 December

2010 2009
Inputs to share option pricing model
Grant date 6 July 2010 23 July 2009
Number of shares under option 840,000 965,000
Share pnce as at date of grant 40.50p 24 25p
Option exercise pnce 40.50p 24 25p
Expected Iife of options — based on previous exercise history 3years 3 years
Expected volatility — based on 30 day annualised history 52.94% 48 58%
Dividend wisld — no dividends assumed 0% 0%
Risk-free rate — yield on treasury stock as at date of grant 1.40% p.a. 230%pa
31 December 31 December
2010 2008
Qutputs generated from share option pricing mode!
Farr value per share under option 14.86p 8 48p
Total expected charge over the vesting period £124,824 £81,832
31 December 31 December
2010 2009
Recognised in tha Group Statement of Comprehensive income
The share-based remuneration charge (note 6) compnses
Share-based payments £71,976 £44,144
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Notes to the Group Financial Statements contnues

19.

21.

Pension costs

The pension charge represents contnbutions payable by the Group to independently administered funds which durng
the year ended 31 December 2010 amounted to £98,180 (2009 £107,052) Pension contnbutions payable one month in
arrears at 31 December 2010 totalled £3,433 (2009 £3,433) and are included in accrued expenses at the relevant Group
Statement of Financial Position date

Commitments
At 31 December 2010 the Group had operating lease commitments in respect of property leases cancellable on one
month’s notice of £5,412 (2009 £5,307)

Related party transactions

Related parties, as defined by IAS 24 ‘Related Party Disclosures’, are the wholly owned subsiciary company, Futura Medical
Developments Limited, and the Board Transactions between the Company and the wholly owned subsidiary company
have been eltminated on consoldation and are not disclosed in this note

Included within prepayments and accrued income 1s an amount of £247 in respect of a Cycle to Work Scheme loan to
J H Barder, a Director of the Company The loan of £742 was taken out In Apnl 2010 and 1s repayable by twelve equal
monthly instaiments

Included withun prepayments and accrued income 1s an amount of £247 in respect of a Gycle to Work Scheme loan to D B
Davies, a Director of the Company The loan of £742 was taken out in Apnl 2010 and ts repayable by twelve equal monthly
nstalments

W D Potter, a Director of the Company, provides consulting services to the wholly owned subsidiary, Futura Medical
Devetopments Limited, through Stapleford Scientific Services imited  Of the total fees and expenses, excluding VAT,
mvoiced dunng the ysar of £86,317 (2009 £86,736), the amount outstanding at 31 December 2010 including VAT was
£8,186 {2009 £8,535), which has since been settled in cash The amount invoiced dunng the year is considered to be a
refated party transaction disclosable under Rule 19 of the AIM Rules for Companies as 1t exceeds 0 25% in the relevant
class tests

Key management compensation
The Directors reprasent the key management personne! Details of their compensation and share options are given in note 7
and within the Directors’ Report Remuneration Report on pages 22 to 26
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22. Events after statement of financial position date
On 4 February 2011 the Group signed an exclusive worldwide agreement with Ansell Limited for the commercialisation of
PETS00, the Group's novel product for enhanced sexual control Ansell has already developed the strategy for the launch
of the product, which 1s expected to take place as soon as pracbcable  Under the terms of the agresment the Group wil
receive a significant royalty rate on sales and a modest upfront payment The branding of the product will be developed by
Ansell, which will also be responsible for the product’s manufacture and for funding of all regulatory work

As disclosed in the Directors’ Report Financial Review on page 11, ¢n 11 March 2011 the Group raised £3 20 million

{£3 07 millon net of expenses} by way of an underwntten placing of 4,737,402 new ordinary shares at 67 50 pence per
share The net proceeds raised are for general corporate and research and development purposes
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Parent Company Balance Sheet

For the year ended 31 December 2010
Company no 4206001

As at As at
31 December 31 December
2010 2009
Notes £ £
Fixed assets
Investment 3 394,298 322,322
Current assets
Debtors — due within one year 4 14,345 16,420
Debtors — due aftsr more than one year 4 14,548,550 13,563,433
Total debtors 14,562,895 13,579,853
Cash at bank and in hand 783,686 1,776,096
Total current assets 15,346,581 15,355,949
Creditors: amounts falling due within one year 5 {47,651) (52,342)
Net current assets 15,208,930 15,303,607
Total net assets 15,693,228 15,625,929
Capirtal and reserves
Called up share capital 6 135,287 134,967
Share premium account 7 15,623,127 15,556,647
Profit and loss account 7 {65,188) {65,685)
Equity shareholders’ funds 15,693,228 15,625,929

Thess financial statements were approved and authonsed for 1ssue by the Board on 11 March 2011

The notes on pages 55 to 57 form part of these parent company financial statements
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Notes to the Parent Company
Financial Statements

For the year ended 31 December 2010

Accounting policies
The parent company financial statements have been prepared under the histoncal cost convention and In accordance with
UK GAAP

Share-based employee remuneration

The Company has no employses but does 1ssue shares to satisfy share option awards made by its subsidiary company
The Company has apphed Financial Reporting Standard 20 ‘Share-based Payment' to all share optiens granted to
employees of the subsidiary The Company's investment in the subsidiary 1s increased by the capital contnbution equivalent
to the far value of the share-based payment charge incurred by the subsichary

Taxation
Current tax, including UK corporation tax, ts provided at amounts expected to be paid {or recovered) using the tax rates
and laws that have been enacted or substantively enacted by the balance shest date

A deferred tax asset in respect of unutiised tax losses amounting to £194,548 (2009 £123,071) has not been recognised
on the basis that the future economic benefit 1S not certan Assuming a prevailing tax rate of 20% (2009 20%) when the
tming differences reverse, the unrecognised deferred tax asset 1s £38,909 (2009 £24,614)

Loss attnbutable to shareholders

As permitted by section 408 of the Companies Act 2006 no separate Company profit and loss account has been included
In these financial staterments The Group less for the year includes a loss after tax of £71,477 {2009 loss after tax £71,744)
which 1s dealt with in the financial statements of the Company The total fees of the Company’s and Group’s auditors, BDO
LLP, for services provided are analysed in nots 5 to the Group financial statements

Investment

The investment represents 100% of the 1ssued ordinary shares in the subsidiary undertaking Futura Medical Developments
Lmited, a company incorporated w1 England and Wales, and 1s stated at cost plus capital contabution to the subsidiary

in respact of share-based payment charge, less any prowision for imparment The results of the subsiciary company are
included in the Group financial statements on pages 30 to 33

31 December 31 December

2010 2009
£ c
Cost 394,298 322,322
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Notes to the Parent Company Financial Statements

{continued)
4. Debtors
31 December 31 December
2010 2009
£ £
Amounts recevable within one year prepayments 14,345 16,420
Amounts recevable after more than one year
Amounts owed by subsidiary 14,548,550 13,563,433

5. Creditors: amounts falling due within one year

31 December

31 December

2010 2009
£ £
Trade creditors 19,107 29,542
Accruals and deferrsd incomse 28,544 22,800
47,651 52,342
6. Called up share capital
Authorised
31 December 31 December 31 December 31 December
2010 2009 2010 2009
No. No £ £
Ordinary shares of 0 2 pence each 500,000,000 500,000,000 1,000,000 1,000,000

Ordinary shares of 0 2 psnce each

31 December
2010
No.

67,643,311

Allotted, called up and fully paid

31 December 31 December

2009 2010
No £
67,483,311 135,287

31 December
2008
£

134,967

Details of shares 1ssued by the Company 1n the year ars given in note 17 to the Group financial statements and details of
share options outstanding are given in note 18 to the Group financial statements
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Reserves
Share Premium Profit and
Account Loss Account
£ £
At 1 January 2009 13,261,376 (38,085)
Retaned loss for the year - (71,744}
Share-based payment - 44,144
Shares 1ssued dunng the vear 2.439.612 -
Costs of share 1ssues (144,341) -
At 1 January 2010 15,556,647 (65,685}
Retaned loss for the year - (71,477}
Share-based payment - 71,976
Shares issued during the year 66,480 -
At 31 December 2010 15,623,127 {65,186)

Related party transactions

Details are given in note 21 to the Group financial statements

Events after balance sheet date
Details are given In note 22 to the Group financial statements
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