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Ferring Laboratories Limited

Strategic report

~

The directors present-the sirategic report and consolidated financlal statements for the year ended 31
Decerriber 2018.

Prlnclpal actlvities and strategic direction

The group is part of {iié Ferring Group which is an International blopharmaceitical group dedicated to the
development of innovative treatments that make a real differance to pecple's lives all over the world. The
research and development progiammes of the group focus on the Inteal dévelopient of first-n-class
therapeuﬂcs Peplides and protéins, together with collaborations with extamal partners = this provides the
* basls for Introducing new praducts and drug delivery systems, In the UK, the group focuses on the research,
devalopment sales and marketing of products in the gastroenterology. urology, reproductive health, men’s
health and endocnnology therapy areas. The success of both current and planned products within these
therapy areas lies at the core of the groups strategic direction, within a framewark of values called the
Ferring Philosophy. .

During the yea'r. the group continued its principal activities which are the dev‘elopment, manufacture, sales
and marketing of pharmaceutical products. The groupsopera(l'ons are based in the UK.

Going concern

The going coancem basls of accounting has been applied. This Is considered to be appropriate by the
directors as there are no material ungertainties related to events or condltions that may cast
significant doubt in the ability of the company to continue as a golng concern.

The directors acknowledgs that the Group has net liabilities. The directors have therefore sought and
obtained confirmation from the group parent company, Fernng BV of its'willingness and ability to
provide support to the group:

Review of the huslness

The group has two opefating busingsses, one in sales and marketing and arie In manufacturing Comblned -
revenue for the businesses was £69.3m (2017: £79. 8m) The sales and marketihg corhpany continuss to be
successful in Increaslng access to Its products. 2018 saw ah Improverment in sales volumag cornpared with
the prévious year while prices have reduced compared wlth préviolis years resulting In a decrease in Revenue
to £60.5m (2017: £66:2m). The manufacturing comipany within the group operates under a contract
manufacturing agreement with Feiring Intemational Centre SA and volumes have increased resulfing in
révénias of £8.8m (2017: £6.6m).

Principal risks and uncertalntles

- The group operates In 8 relatively highly regulated Industry due to the nature of Its products. There. Is a cost
assoclatéd with comiplylng with pharmaceutical regulations and this complidnce cost ls at dsk of increasing

depanding ori the regulations.in place at any polnt ln time. .

The group's most Important customers: are NHS orgenlsallons and healthcare practitioriers (includlng some
. operating In pnvate fortility cllnlcs) There Is a risk that changes to the group's cusfomer base could affect the
preseribing of jts products and so itis Important that the group continues to develop Its customer relationships and
product portfollo,

Given that tha gralip supplies pharmaceutical medicines, there is a risk that its products may experlence adveme
drug feports or supply problems (due to the véry high.speclfications to whlch they are manufactured) If these risks
materialise they cauld significantly affect turnover. .

" This:autcome of Brexit as the LK leaves the EU, presents uncartalntles and the Impllcatlons areé uriclear. The
comipany, will be Indlrectly affacted thraugh Its Investments Invastment companles wiil be taking action to mltigate
lhe risk of Brexit: The grouip have a Brexit plan in place looking at stock and delivery routes.
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Ferring Laboratories Limited

Strategic report

Financial risk management

The financial risk management of the group is managed by the graup's operating companies. These
operating companles are exposed to financlal risk through thelr financial assets and liabilities. The dirsctors
consider the most relevant components of financial risk for the group are: credit risk, liquidity risk, currency
risk and price risk. These risks are as follows:

o Crédit risk: credit contral procedures are In place and considered sufficient to recover trade debts.

o Liquidity risk: the company participates in a cash pool operated by the Ferring Group. All funds are
transferred to the cash pool periodically. The risk is minimised as surplus funds are transferred to
or from the group cash pool.

o Currency risk: this is negligible as it Is the group policy to involce In the debtor company's home
currency and export sales are minimal.

¢ Price risk: In terms of the group's UK sales and marketing activities, selling prices are known with
some certatnty in terms of medicines due to the aperation of the Pharmaceutical Price Regulation
schems, in which the company participates, although this scheme is subject to change from time to
time and most of the company's products’ are subject to some price diséounting. In terms of the,
groups manufacturing activities, there is no short-term price risk as the production is governed by a
contract manufacturing agreement within the Ferring global group. .

Key performance indicators ‘
The groups financial KPI's are sales performance versus budgset/plan and control of actual operating expenses
versus budget. These are used to monitor current performance and as part of langer range business plannlng
KPI performance was as follows: ’ .

Sales and marketing business:

o  Sales were 8% below budget mainly due to sales volume factors where the company’s largest product
performed below budget (but consistent with the previous year) and newly launched products did not perform
as anticipated due to market access challenges.

»  Operafing expenses were 9% below budget due to lower spending in Marketing expenses to compensate
the lower sales as well as due to restructuration of the marketing function In prewous ‘year decreaslng the

headcount fesources
° Recelvables in days were 35 days at the end of 2018 compared with a budget of 43 days.

Manufactunng business:

o  Sales volume was 122% of budget due to the effect on prewous year new producl launch and htgher

" volumes.
e Operating expenses were 8% below budget mainly due to changes In research and development

project spend.

These KPIs are used to monitor both current performance and as part of a longer-range business planning
which Is looks at a five year time horizon.

* Flnanclal position
As at the end of the financial year, the company had nat liabilities of £46.7m compared with net liabilities of

£17.3m for the previous year. The trading companies within the group continue to generate operating profits
and maintain positive cash balances (see page 14). The company had no third party borrowings during or at
the year end of 2018 (2017 £nll). .




Ferring Laboratories Limited

Strategic report

Future developments

The group Intends to continue Its current activities in the development manufacture sales and marketlng of
pharmaceutical products. The fulure sales outlook for the group Is likely to be challenging as competitive
pressures and customer éxpectation increase. However, the group is optimistic that It can meet these
challenges and continue to provide products which are valued In the therapeutic areas in which it operates.

Research and development

In addition to the Ferring global group carrying-out research and development activities In the UK, the
group itself Invests ih the development of pharmaceutical products based on patented drug delivery
technologies. The cost of research and development in the year amounted to £4.4m (2017: £4m).

N

On behalf of the board

...................................

Dr P Wiiden
Director

pate:{ T-03-20/ -




Ferring Laboratories Limited

Directors’ Report.

The Directors presént thelr report and the audited financial statemients for the year ended 31 December
2018. )

Results and dividends

The results for the year are set out on page 11.

The directors do not recommend payment of a final dividend (2017: £nil).

Branches ' )

The group has a branch, as defined in Section 1046(3) of the Companies Act 2006 based in Swltzerl‘a,nd.
Board of Directors ' . . . .

The directors who held office during the year and up to the date of signature of the financial statements were

as follows:

Mrs J Duvall
Dr P Wilden

Directors’ Indemnities )
The company has made qualifying third party indemnity provisions for the benefits of its directors which
were made during the year and remaln in farce at the date of this report.

Donations . 2018 2017
‘ . B £

During the year the group made the following contributions: . < .

Charitable 346,798 370,875

" Political 237,465 - ' 231,579

Donations were given to various charities including those lfnvblved In ecological research, preservation and
education. The largest charitable donations were as follows: -
2018 2017

. £ £
University of Dundee ‘ 30,000 215875
The Pushkin Trust ' _ 4 25,000 25,000
Royal Scottish Geographical Soclety - 25,000 °
The Prince's Trust South West . - 55,000
Duke of Edinburgh Awards Trust : - 50,000
Duke of Edinburgh Intemational Award Foundation : 100,000 -
Naked Heart Foundation ; 100,000
Nuffield Health . ) ‘30,000
The aggregate figure of political donations is made up as

Donations to political partles: Liberal Democrats . 237,465 . 231,579




Ferring Laboratories Limited

Directors’ Report((':ontinue'd)

Employment policfes

All group companles follow the ‘Ferring Philasophy' which means ‘People come first at Feming'. Employees
are kept Informed of the alms, objectives, aclivities and ﬂnanclal perfonnance of the Group and they are
encouraged to take a wider Interest in its affalrs.

The health and safety of employaes is very important to the Group. Safety awareness is promoted.in the Group
working environment and is reviewed in light of good practise and developing legislation.

Fefn‘ng Is an equal opportunities employer and is committed to maintaining a working culture which enables
all employess to make their own distinctive contribution. Employment policles are designed to be fair and
equitable, and to be consistant with the abllities of employees and the needs of the Group.

Auditor
Each of the persons who Is a director at the date of approval of this report confirms that:

o so far &s the Director s aware, there is no relevant audit information ofwhlch the Company s auditor Is
unaware; and :
o the Director has taken all the steps that he/she ought to have taken as a director in order to make
himself/herself aware of any relevant audlt information and to establish that the Company’s auditor Is
aware of that Information.

This confirmation is given and should be Interpreted in accordance with the provisions of s418 of the -
Companies Act 2006.

Deloitte LLP have indicated their willilngness to be reappointed for another term and appropriate arrémgements
have been put ln place for them to be deemed reappointed as auditor in the absence of an Arinual General
Meeting.

Strateglc report

The Directors have cho$en in accordance with section 414C(11) of the Companies Act 2006 to Include in the
Strateglc Repott matters otherwise required to be disclosed in the Directors' Report as the directars consider
these are of strategic Imporlance to the Company. These include financial risk management, - future
developments and research and development.

By Order of the Board

Dr P Wilden
Director

Date: 2_6,/ V?‘ZOIq




Ferring I'.abdratories> Limited

Directors’ Responsibllities Statement

The Directors are responsible for preparing the Strategic Report, the Directors’ Report and the ﬁnancial
statements in accordance with applicabie law and regulations.

Company law requires the Directors to prepare'ﬂna‘npial statements for each financial year. Under that law
the directors have elected to prepare the Group financial staterents In accordance with International Financial
Reporting Standards (IFRSs) as adopted by the European Union and the Parent Company financial
statements In accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom

Accounting Standards and applicable law). Under company law the directors must not approve the financlal
" statements unless they are satisfied that they give a true and fair vlew of the state of affairs of the Company
and of the profit or loss of the Company for that year.

In preparing the Parent Company financial statements, the Directors are required {o:

° select suitable accounting policles and then apply them consistently;

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

° state whether applicable UK Accounting Standards have bsen foliowed, subject to any matenal .
departures disclosed and explained in the financlal statements; dnd

° prepare the flnanclal statements on the going concern basis unless It is inappropriate to presume that

the Company will continue’in business.

In preparing the Group financlal statements, lnternational Accounting Standard 1 requires that Directors:

° properly select and apply accounting policies;

° present information, including accounting policies, in a manner that provndes relevant, reliable, -
comparable and understandable Information;

° provide additional disclosures when compliance with the specific requirements in IFRSs are Insufficient

to enable users to understand the Impact of particular transactions, other events and condmons on the
entity's financlal position and financlal performance; and
° : make an assessment of the Company's ability to continue-as a going concern.

The Directors are responsnble for keeping adequate accounting records that are sufficient to show and explaln
the Company's transactions and disclose with reasonable accuracy at any time the financial position of the
- Company and to enable them to ensure that the financial statements comply with the Comipanies Act 2006.
They are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps
for the prevention and detection of fraud and other Irregularities. .




Ferring Laboratories Limited

Independent Auditor's Report to the members of Ferring Laboratorles Limited

Report on the audit of the ﬂnanelal statements.

. Opinion
In our opinlon the financlal statements of Ferring Laboratories Limited (the ‘parent company’) and its
subsidiaries, (the ‘group’):
o the financial statements give a true arid falr view of the state of the group’s and of the parent
company's affairs as at 31 Decémber 2018 and of the group’s profit for the year then ended;
o the group ﬂnanclal statémants have been properly prepared in accordance with {nternational
Financlal Reporting Standards (IFRS5) as adopted by the Europedn Union;
s the parent company financial statemenis have been properly prepared in accordance with IFRSs as
_ adopted by the European Unlon and as epplled In accordarice with the provisions of the Companies
- Act 2006; and
« the finaricial statemients have been prepared in accordance with the requiréments of the Companies
Act 2006. .

We have audited the financlal statements which comprise:

the consolidated income statement afid statemént of coinprehensive income;
the consolidated and parent company balancae sheets;

the consalidated and parent company statements of changes in equity:

lhe related nofes 1 to 27.

The ﬁnancial reporting framework that has been applied In the preparation of the group financial statements
is appllcable faw and International Fihanclal Reporting Standards (IFRSs) as adopted by the European
Unlon. Thé finarnicial reporﬂng framewaork that has been applied in the preparation of the parent corfipahy
financlal stateiments is applicable law and United Kingdom Accounting Standards, including Finaricial
Reponlng Standard 101 "Reduced Disclosure Framework® (United Kingdom Generally Accepted Accounting
Practice).

Basls for oplnion

We conducted our audit in accordafice with lnternational Standards. on Auditing (UK) (ISAs(UK)) and
applicable law. Our responsibilities under those standards are further described in the auditor's
responsibilities for the audit of the financia) statements section of our report.

We are lndependent of the group and the parent company In. accordance with the ethical requirements that
are relevant to oUr audit of the financial statements in the UK, mcludlng the Financlal Reporting Couniil's

. (FRC) Ethical Standard, and we have fulfilled our other ethical respons|bilmes In accordance with these

. reduirements; We believe that the audlt évidence we tave obtained Is sufficient and appropnate to provide a

" basis for our opinion.

Concluslons relating to going concern :
We are required by ISAs (UK) to report in respect of the following matters where:
¢ thae directoss’ uge of the going concem basls of accounting In preparation of the finaricial
statefients Is riot appropriate; or
o the directors have not disclosed in the financial statements any Identified material uncertainties that
may cast slgnlﬁcant doubt about the group's or the pérént company's abllity to continue to adopt
the going concern basis of accouriting for-a geriod of at least twelve months from the date when the
financlal staternénts are authiarised for issue.

Wa have hothiirg to feport in respect of these matters.




Ferring Laboratories Limited

Independent Auditor's Report to the members of Ferrlng Laboratories Limited
(Contlnued)

Other information

The directors are responsible for the other information. The other information’ comprises the information
Included In the annual report, other than the financial statements and our auditor's report thereon. Our
opinion on the financial statements does not cover the other information and, except to the extent otherwise
explicitly stated in our report; we do not express any form of assurance concluslon thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other Information Is materially inconsistent with the financial
statements or our knowledge obtalned in the audit or otherwise appears to be materially misstated, if we.
identify such material inconsistencles or apparent material misstatements, we are required to determine
whether there is a material inisstatement in the financial statements or a material misstatement of the othar
information, If, based on the work we have performed, we conclude that there Is a material misstatement of
this olher information, we are required to report that fact. ¢

We have nothing to report in respect of these matters.

Responsibilities of directors

As explained more fully in the directors' responsibiiities statement, the directors are responsible for the
preparation of the financial statemenis and for belng salisfied that they give a true and fair view, and for such. .
internal control as the directors determine is necessary to enable the preparation of financial statemants that
are free from material misstatement, whether due to fraud oremor.

- In preparing the financlal statements, the directors are responsible for assessing the group's and the parent

companys ability to continue as a going concern, disclosing; as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors elther Intend to liquidate the group or
the parent company or to cease operations, or have no realistic alternative but to do so.

Auditor's responslbllltles for the audit of the financlal statements

Our abjectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from materlal misstatement, whether due tofraud or error, and to issue an auditor's report that Includes
our oplnion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted In accordance with ISAs (UK) wili always detect a‘naterial misstatement when it exists.

" Misstatements can arise from fraud or error-and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisloris of users taken on the.basls of these
financial statements.

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

N




Ferring Laboratories Limited

Independent Auditor's Report to the members of Ferring Laboratorles Limited
(Continued)

Report on other legal-and ragulatory requlrements .

-, *Oplinions on othér matters prescribed by the Compan!es Act 2006

in our opinion, | basad on the work undertaken In the course of the audll
s the Inforimation given in the sirategic report and the directors’ report for the financlal year for which
the finandlal stalements are prepared Is consistent with the financlal stataments; and
o the strategic report and lhe directors’ report have been prepared in accordancé with applicable legal
requlrements

in the light of the. knowiedge and understanding of the group and of the parant company and lhelr
environment abtalned in the coursé of he audit, we have not identified any material misstatenients In the
strateglc report or the directors’ report

Matters 6n which We are required to report by exception
Under the Companies Act 2006 we are requlred to report in respect of the following matters If, in our opinion:
o adequalé accounting records have not been kept by tha parent «company, or returns adequate for
our audlt have not been racelved from branchas not visited by us;or
-o  lhe parent company financlal statsments are nolin agresiment with the accounting records and.
réhirns; of
o certain disclosures ol directors’ remuneratlon specified by law are not made; or
o we have not recelved all the Information and explanations we require for our audit.

We have nothlng to report In respect of these matters.

Use of our report

This report i$ made solely | to the company's members, as a body, in accorddrnice with Chapter 3 of Part 16 of
the Companles Act 2008, Our audit work has been undertaken so that we mighit state la the company's
members those matters we arg requnred to state to them In an auditor’s report and for no other, purpose. To
the fullest extent permitted by law, we do not accept ‘or assume responsibllity to anyone other than thé
company and the company’s members as a body, for our audit work, for this report, or for the opinians we
hiave formed.

e

Andrew Homby (Sérilor statutory audltor)
for and on bahalf of Daloitie LLP
Statutory. Auditor

Reading, United Klrngdom

D‘_ate 29 March 2019




Ferrmg Laboratories Limited -

Consolldated Income Statement and Statement of Comprehensive Income
For the year ended 31 December 2018

: _ Notes 2018 2017

£ £
Revenue o "2 ., 69,258,868 - 72,814,590
Cost of sales o (51,767,510) (51,927,311)
Gross profit. ) 17,491,358 20,887,279 .
Distribution costs . ' (558,982) (459,668) . -
Administrative expanses : : (20,365,010) (22,069,836)

- Other operating income 5,708,397 4,776,073
Profit from operations . 2,276,763 3,133,848
Fihance costs A 4 (1,040,963) - ,029,112)
Profit before tax 5 1,235,800 2,104,736
Tax charge . 6 . (464,730) (684,302)
Profit for the year : 771,070 1,420,434
Exchange‘differences arising on translation of foreign , 6,686 (6,405)
operations _ _

Total éomprehenslve income for the year . : 777,756 1,414,029'

The consolldated income statement and statement of comprehensive income have been prepared on the
basls that aII operations are continuing.

\

,
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Ferring L.aboratories Limited

Consolidated Statement of Financlal Position

As at 31 December 2018

Reglstered Number 01508287

Non-current assets )
Property, plant and equipment
Intanglble assets .

Currant assets

Inventories

Trade and other receivables
Cash and cash equivalents

_ Total assets

Current liabllitles
. Trade and other payables
Current Income fax liabllity

Total assets less current liabllitles
Non-current {labilitles
Loans and borrowings

Deferred tax liabilites
Non current trade and other payables

Total liabilities

Net Habllitlas

Issued capital and reserves attributable to

owners of the parent
Share capital
Accumulated loss
Other reserves

Total equity

N

Notes

10
11

12

" 13

16
17

18

2018 2017
£ £

8,045,216 8,032,650
79,428 47,757
8,124,644 8,080,407
12,838,104 7,739,151
41,155,892 48,509,447

134,261 126,889 -
54,128,257 58,375,487
62,262,901 64,455,894
(17,225,604) (20,062,563)
, (101.223) (249,514)
(17,326,827) (20,312,077)
44,926,074 44,143,817
(60,700,000) (60,700,000)
(727.608) (709,308)
(13.700) (27.400)

(61,441,209)

(61,436,708)

(78,768,036) *(81,748,785)
(16,515,135) (17,292,891)
120,001° 120,001

. (16,626,996) (17,398,065)
(8,140) (14,826)

- (18,515,135) (17,292,891)

The financial statements were authorised for Issus and approved by the Board of Directors
on 29 Mar - 2019 and slgned on lis behalf by: i

%

Director

12



Ferring Laboratories Limited

Consolidated Statement of Changes in Equity,
For the year ended 31 December 2018

Share (Accumulated Other Total equity
capiltal loss) reserves
£ £ £ £

AU1 January 2017 g 120,001 (18,818,500) (8421) - (18,706,920)
Profit after tax and total '
comprehensive expense .
for the year : - 1,420,434 (6,405) 1,414,029
At 31 Decombear 2017 120,001  (17,398,066) (14.826) (17.292,891)
At 1 January 2018 . 120,001 (17,398,086) (14,826) (17,292,891)
Profit after tax and total
comprehenslve expense .
for the year ' - 771,070 6,686 777,766
At 31 December 2018 . 120,001 (16,626,936) (8,140) (16,515,135)

{Accumulated loss)/ earnings presents accumulated comprehensive Income for the year and prior perlods plus
share-based payments adjusiments and related tax credits less dividends pald,

Other reserves are in relation to foreign exchange differences on the translation of a'foreign subsidiary.

13



Ferring Laboratories Limited

Consolidated Statenment of Cash Flows
For the Year Ended 31 December 2018

Cash flows from operating activities
Profit hefore tax

Amomsation of Intanglble assets
Depreclation

FInanca Income

Flnance expense

Movement In grant provision
Loss on sale of tangible assels .

Notes

me &b~

Cash flows from operations before changes in worklng

capltat

(Incréase)/decrease In Inventories
Decreasel(Incredse) in trade and other recelvables
{Decreass) In trads and other payables :

Cash generated from operaﬂons

Tax paid

Net.cash generated from operating activities
Cash flows from Investing actlvitles
Prooeads from sale of tangible assels

Purchase of property. plant and equipment’
Purchase of intanglble assets

Interaist lecelved

Net cash used In Investing activities

Cash flows from flriancing activities
lntarest paid

- Net cash used In flnaricing atlivities

&I =

Net eash and cash equivalents generated/(used) in year

Opsning cash and cash equivalents
Effect of foralgn git"cbange rates

'clas‘ng tash.and cash equivalents

Presented by:
Cash and cash equivaleits |
Bank lpans and overdrafts

11
12

2018 2017
£ £
1,076,630 2,104,736
40,629 " 38,689
1,042,296 1,044,352
(8,056)
1,049,019 1,020,112
{13.700) (13.700)
17,449 (231)
3,204,267 4,203,168
(5,098,953) 1,889,494
7,353,690 (1.188:801)
(2.647.668) (2.551,745)
2,811,536, 2,352,106,
(694,820) (279,001)
2,216,516 2,073,105
168 998
(1,054,862) (1,072,446)
(89,916) .
- 8056
' (‘1,»138,555)’. (1,071.448)
(1,049,019) - (1.028,112) ~
" (1,049,0619) (1,028,112)
30,942 (27,455)
98,346 130,936
6.707 (7.135)
133995 98,346
134,261 126,889
(266). (@0543)
133,995 86,346

4



Ferring Laboratories Limited

Notes to the Consolidated Financial Stateuﬁents
For the Year Ended 31 December 2018

1. Statement of accounting policles

Basls of preparation

The company Is a private limited company limited by share capital, Inoorporaled in the United Kingdom under the
Companles Act 2006 and Is registered In England and Wales.

The company's registered numbeg Is 01508287 and the address of its reglstered office is Drayton Hall, Church Road,
West Drayton, Middlesex. UB7 7PS.

Ferting Laboratories Limited is a company incorporated and domiciled in the United Kingdom. The consolidated
financlal statements of the Company for the year ended 31 December 2018 comprise the Company and the subsldlaries
(together referred to as WHe “Group”).

The resulls have been prepared on the basis of the accountlng policies adopted In the financlel statements of Ferring
Laboratories Limited for the year ended 31 December 2018. These policles have been applled .consistently in all
material respecls in the preparalion of these results unless -otherwlise stated. The accounting policies set out below
have, unless olherwise stated; baen applied consistently to all years presented in these Group financial statements
and have been applled conslstenlly by Group entltles

The financial s!atemenls have been prepared in accordance with Intemational Financial Reporﬁng Standards as
adopted by the European Unlon (IFRSS as adopted by the EU), IFRIC Interpretations and the Companies- Act 2006
applicable to companles reporting inder IFRS. The financlal statements have been prepared on a going concern basls
and on a historical cost basis. These consolldated financlal statements are presented in Sterling, which Is the Group's
functional currency. Al financial Information has been rounded to the nearest £1.

No profit and loss account is presented by the company as permitted by Section 408 of the Companies Act 2006. For
the year endéd 31 December 2018 the company recorded a loss of £1,058,123 (2017: profit of £6,141,492).

Golng concern

The company meels Iits day-to-day worklng capital requirements through its cash reserves and borrowings. The
company's fofecasts and projections, taking account of reasonably possible changes in trading performance, show that
the company should be able to opérate within the leve! of its current cash reserves. As at 31 December 2018, the group

had net lfabilltles of £16.5m (2017 - £17.3m). The group Is dependant on the support of group parent company, Ferring
BV. Ferring BV has confi rmed that they intend to siipport the group for at léast one year after these financlal statements
are signed. After making engulries, the directors have a reasonable expectation that the company has adequate
resources to continue In operational existerice for the foreseeable future. The company thergfore continues to adopt
the going concern basls In preparlng its financlel statements. The net liabllities position of the group Is due to the
£60.7m loan from another group compatiy. This Is due to bé repald on 31 Decembaer 2021 (ses note 13). The group Is
part of a group cash pool which wﬂl cover.any llablllt:es as they fall due.

New and revised IFRSs in Issue but not yet effectlve

At the date of authorisatlon of these financlal statements the group had not applled the following new and revised IFRSs
that have been Issued but are not yet effective:

Standard Key requirements Effective date '
: - adopted by EU
IFRS 16 Leases — Introduces a single lessee accounting model and 1 January 2018

eliminates the previous distinction between an operating and a
finance leass, s

IFRS 18 replaces IAS 17 and'its interpretations, and the blggest changa intreduced is that almost all leases will be
brought onto lasseés’ balance sheels under a single mode! (except leases of lass than 12 months and leasés of low-
value assels), eliminating the distinction between operating and finance leases. Lessor accounling, however, remains
largely urichanged and the dlsllnclion between operating and finarice leases Is tetalned. IFRS 16 will be adopted inthe
Group's consolidated financlal statements when It becomes mandatory.
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Ferring Laboratories Limited

_ Notes to the Conisolidated Financial Statements
For the Year Ended 31 December 2018

1: Statement of accounting policles
New and revised IFRSs In Issue but not yet effective (continued)

For the Group's non-cancellable operatirig lease commitments of £4,314,920 as at 31 Decembar 2018 (2017
£4,790,889), preliminary assessments [ndicate ‘that the leass arrangemanty wlll continue to meet the definition of a
lease under IFRS 18. This will have an impact on the amounts recognised In the Group's finanicial slatermerits,
wheteby the company will recognise a ﬂght-of—use asset and a corresponding liabllity in respect of thesa leases.
Thi preliminary ¢ asséssmients have not yet identified the amount 6f the right-of-use asset and or corresponding
lease liability which wiil be recognlsed and nelther has the net impact on the incamie statemant of tha reversal of
the annual rental payments of approxfmately £9880,000- and the correspondlng réplatement with & depreclation
charge and Iniorést expense:

First time adoption of IFRS 9

The company has applled IFRS 9 ‘Flnancaal Instriments’ (IFRS) for the ﬁrst time In lhe year anded:31-Dacember
2018. IFRS 9 replaces IAS 39 ‘Financial Instruments: Recognition and measuremant‘ The sigaificant changes
are set out below.

The classification of financlal assets urider IFRS 9 {s based on whether the con(ractua\ cash flows of the Instiument
are solely payments of prlnc!pal and interest; and whether the business modal Is to colisct those contractual cash
flows anid/or sall the financial assets. All the company's financial assels were previously classified as loans and
racelvables unider IAS 39 and are classified as assets at amortised cost under IFRS 9.The application of IFRS 9
has not changéd the measurement of the company’s finanglal liabilities or the company's accoiinting palicies for
the recognition of derecagnition of financlal Instrumients. The classification and measurement of financial assels
under IFRS 9 Is set out I the accounhng polices below.

[}

There were no ad}ustments recognlsed (n prior periods or the' curre_hl_ perlod aﬁslhg on transition to IFRS 9,
First time adoption of IFRS 15 ‘

The group has adopted IFRS 15 Revanue from Conlracts with Customers in these finaniclal statements for the
annual reporllng perlad beginnilng 1 January 2018 Co equently thé group has changed Jis acoounﬂng policy
fnr révenua recognition. This change In accounting poncy has not resulted in any restaternent or adjustment to
the amounts recognlsed In the financial statements. As the accounting pollcy change gives tise {o rio quantative
impact, o IFRS 15 transltion note has bean presented in these finarical statéments.

The accounting policles for the _g'roup's revenua ara explalried below.
Revenug '

Revenus Is méasured based on the consideration speclfied In a contract with a customer Amounts collected on
behalf of third parties are excludad: Reveénua.is racognisad by the Grotip when it transfers controi over a product
or _se_rv_lqe to a customier.:

The Group generates favanue from the sale of pharmaceutical products:

Sale of goods .

Revenus fiom the sale of goods Is recognised when the customer takes possession which Is génerally when the
goods ara delivered, the customer hais full discrtion aver future uss of the' product, and there Is no unfuifilled
obligation thit could dffect the customer’s aceeplance of the product.

Dehvery occurs: when the:products have been shipped {o. the. spaclﬂc location, ths risks of obsoléscence and
losa have been transferred to the clistorer; and elllier the customer has accepted the products in accordance
with the sajes contract, the acceptance provisions have lapsed, of the group has objactive evidence that all
criteria for accepldnce have been satisfied. .
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Ferring Laboratories Limited

Notes to the Consolidated Financial Statements
For the Year Ended \31 December 2018

1. Statement of accounting policles (continued)
Critlcal accounting Judgements and key sources of estimation uncertainty

Estimates and Judgements are evaluated regularly and are bassd on historical experience and other factors, -
including expectations of futureé events that are believed to be reasonable given the circumstances prevailing when
lhe ﬁnanclal slataments are-approved.

The group makes estimates and assumptions concerning the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. However, the directors consider that there Is not a significant
risk of a material adjustment arising to the carrylng value of the group’s assets and liabilities as a rasult of the use
of these estimates and assumptions.

The carrying value of the group's assets I based on én eslimate of the valuation of Investments.
Basls of consolidation

The consolidated financlal statements incorporate the financial statements of the Company and lis subsidiarles up
to 31 Decémber 2018. Subsidiaries are those entitles-that are controlled by the Company. Control Is achleved
where the Company has the power over the Investee; Is exposed, or has rights, to varlable raturn from its
involvement with the investee; and has the ability to use Its powar lo affect its retums.

Inter-company transactlons balances and unrealised gains on transactions belwean Group companles are
gliminated. Estimated unreallsad losses are also eliminated. Where necessary, adjustments are made to the
fnanclal stalements of subsidiaries to bring the accounting policies used Into line wilh those used by the Group.

Revenue recognlﬂon

Revenlie is measured at the falrvalua of the consideration specified in a contract with a customer. This represents
amounts receivable for goods supplied, stated net of discounts, retums and value added taxes. The group
recognises revenue when it transfers control over a product. This occurs upon on accepted delivery by the
customer. .

Retirement benefit costs

The Group made pension payments on behalf of certaln of its full time UK employées through a money purchase
- (defined contnbutlon) scheme. Contributions and pension costs are based on pensionable salary and are charged
as an expensae as they fall due. The Group has no further payment obligations once the cantributions
hava baen paid.

Internally generated Intangible assets (development costsi

Expenditure on Internally developed products can bejudgemental and Is only capltalised if it can be -
demonstrated that:

- itls technically feaslble to develop the product for It to be sold

- adequate résources are available to complete the development
- therels an Intention to complete énd sell the product

~  The Group is able to see the product

- salgofthe product will generate future economic benefits, and
- expenditure on the project can be measured rellably.

Capitalised dévelopment costs are amoriised over the periods the Group expacts to benafit from selling the
products developad.

Development expenditure not satisfying the above criterla and expenditure on the research bhase of intemnal
projects ara recognised In theé consolldated statement of comprehensive income as incurred.
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Ferring Laboratories Limited

Notes to the Consolidated Financial Statements
For the Year Ended 31 December 2018

1. Statement of accounting policles (continued)
. Forelgn currency translation

a)  Funcllonal and presentation curency

ltems.includad In the financlal statemeits of each of the Group's entitles are measured using the cufrency of the
piimary ecénomlé envifonment in which the entlty operates ("the funclianal curréncy”). The consolidated financlal .
stataments are presenled in Sterling, which Is the subsldiarles functional and the Group's presenlatlonal curmrericy:

b) Transactions and balances.

Monstary assets and liabllitles denominated in foreign currencies are Iranslated Into Sterling at rates of exchange
ruling at the balance sheet date. Transactions in foreign currencles during the year are translated into Sterling at -
tha rate ruling an the date of the transaction. Exchange gains and lossés arising ofi transactions are racognlsed
in'the eonsolldated Income statemant in thé year they arise,

Operating leases
Rentals under operating leases are charged on a siraight line basis over lhe lsasé term.
Property, plant and equipment

Fréehold and leasshold properly, plant and machlnery, ﬁxlures. fittings and software, and assets under
construction are stated at costless accumulated depreciation and any recognised impalrment loss.

Depreciation Is charged to. admlnls(ratlve expenses so as to write off the cost of assets over their estimated useful
aconomic lives, using the following bases:

Freehold land and ieasehold property 40 or 50'years straight line method
Plantand machinsry . Between 5 énd 10 years stralght line method
Fixtures aiid fittings” " Bsiwean 5 and 10 years stralght line method
Assets under construction Not depreciated .

I’nfqng‘lblés

Externally acqulred Intangible assets aré inltially recognised at cost and subsequenﬂy amartised on a stralght
- line basls over their useful economic lives.

Amortisation is charged ta administrative expenses on the fallowing basis:
Computer software Between 5 and 10 years
Recognition of financial instrupients

Financial asgets and, financlal liabliities are recognlsed when the oompany becomas party to the coptractual
provlslons of the Instrument. .

Cash and cash equivalerits

Cash and.cash equlvalams comprise cash al barik andIn hand and other short-tsrm deposits held by the company
wlth malurﬂles of less lhan thrée months.
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Ferring Laboratories Limited

'Notes to the Consolidated Financial Statements
For the Year Ended 31 December 2018

1. Statement of accounting policies (continued)
Inventorles

Inventories ara valued at the lower of cost and net realisable value, after making dus a\lowance for obsolete and
slow moving items. '

This is on a product costing basls for Ferring Pharmaceuticals Limited, and a standard cost plus manufacturing
varlance basis for Ferring Controlled Therapeutics Limited.

Work In progress Is valued on the basls of direct costs plus attributable overheads based on a normal leve! .of
aclivity,

Provislon is made for any foreseeable losses where appropriate. No element of profit Is included in the valuation
of work In progress.

Trade, group and other recalvables

Trade recéivables are Initlally measured at thelr transactjon price. Group and other recelvables are Inittally
measured at falr value plus transaction costs. Recelvables are held to collect the contractual cash flows which
are solely payments of principal and interest. Therefare, these receivables are subsequently measured at
amortised cost using the effective interest rate method.

Impairment of financlal assets

An impalrment loss Is recognised for the expected credit losses on financlal assets when there is an Increased
probability that the counterparty will be unable to settle an instruments contractual cash flows on the contractual
due dates, a raduction in the amounts expected to be recovered, or both. :

The probabiilty of default and expected amounts recoverable are assessed using reasonable and supportable past
and forward-looking information that is available without unduse cost or effot. The expected credit loss Is a
probabiliy-weighted amount determined from a range of outcomes and takes into account the ime value of money.

For trade receivables, expected credit losses are measured by applying an expected loss rate to the gross carrying
amount. The expacted loss rate comprisas the risk of a défault accurring and the expected cash flows on default
based on the aging of the récelvable. The risk of a default occurring always takes inta conslideration ali possible
default events over the expected life of those receivablas (“the lifetime expscted cradit losses®). Differant provislon
rates and perlods aré used based on groupings of historic cra_dlt loss exparlence by product type, customer typs
and location.

Impairment losses and any subsequént reversals of impairment Iossss, are adjusted against the carrylng amount
of the recelvable and are recognised in profit or loss.

Financlal Ilabllltles and equity

Financlal Habllllles and equity instruments are_classiflied according lo the substance of the contractual
arrangements éntered inlo. An equlty instrument is any contract that evidences a resldual interast in the assats
of the company after deducting all of its Wabliltles. .

Trade, group and other payables are Inillally measured at falr value net of direct transaction costs and
subsequently measured at amortised cost.

Interest-bearing bank loans and, bank overdrafts are Initially measuredA at fair value, net of direct transaction costs
and are subsequently measured at amortised cost. FInance charges, Including préemiums payable on settlement
or redemption, are recognisad in profit or loss over the term of the loan using an effective rate of interest.

Equity instruments [ssued by the Company are recorded at falr value on Inltial recognition net of transaction costs.
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. Ferring Laboratories Limited

 Notes to the Consolidated Financial Statements
For the Year Ended 31 December 2018

1, Statement of accounting policles {continusd)
Financlal instruments measured in accorda_ﬁce‘ with IAS 39
The following accounting poilc'y applles to the impalmient of ﬂn‘anc_lal Instruments bg_fore 1 January 2018.

A provlslon for Impairment was recognlised in a separata loss allowance when there was objeclive avidénce that
amounts would not be racovered In dccordance with origlnal terms of the agreement, including customers with
financlal difficulties or in defuit on payments or customers expectod to enter bankruptey or llqulda!lon The
carrying value of the racelvable was reduced through the use of an allowance actount and any impalrment loss
wis racognised In profit or loss.

Amounts were wrilten-off when repayments of principal and any interest were more than 80 days past dus, or
when the customer is put into bankruptey of liquidation.

Taxatlori .

Cuirent tax s based on taxable profit for the year and Is calculated using tax fates that have been enacted of
substanhvely enacted. Taxabla profit differs from net profit as reponted In the income statément because it Is
adjusted for ltems of income or expense that are taxable ar tax. deductlbls In othier years (temporary differences)
and Iterns that are never taxable or daductible (permanent differeitces), Temporary differences principally arise
from using diffarent balance sheet values for assets and liabiiifies thanthelir fespective tax base values. Déferred
taxis generally provlded in respect of all these taxable temporary differences at the reporting date

Deferred tax liabllities ate recagnised far all taxable temporary differences. Deferred tax assets are ragarded as
recoverable and therefore recognlsed only when, on the basis of: all avallable evidence, itjs probable that sufficient
takable profits will be avallable agalnst which the future reversal of the underlylng lemporary differénicés can be
deducied. Such assets and liabllitfes are not recognised If the temporary diffsrences arise from goodwlll or from
the ifiitlal recognition (other than a business combination) of other assets and liabllitles in a transaction that affects

neither the tax profit nor the accounting profit. The carrying amount of deferred tax assels Is raviewed at gach
reporting date and reduced to the extent that it is no longer probable that sufficient taxable profits will be avallable
to allow ail of part of ihig asset to be récovered.

The measurément of deferred tax llabllities and assets reflects the tax consequences that would follow from the
mariner In whlch the Group expacts, at tha end of the reportirig year, to recover or seftle the carrylng arount of
its assels and liabilitles. Deferred tax assels and liabllitles ara not netted off sgalnst each ollier uniess they relate
fo taxes leviad by the séine aulhorlty and arlse in the same taxabls éntity.or In different taxable entiiies that Intend

to recover the {ax assels’ or sottle tha liabilitles simultangously on & nat bas(s. :

. Oeferred tax Is calculated et the tax rates that are expected to apply In tha year'when the liability s seflled or the
assel Is realised. Daferred fax is charged or credltad in (he Income statement, except wher It relates to items
charged or crédited directly 16 equity, in which case the deferred tax Is charged or credited to equity

" Goveinment grants )
Grants for revenue expenditure aré netted against the cost incurred by the Grouip: Where retention-of.a government
arantis dependent on the Group salisfying certain ctitéria, it is Tnftifly recognlsed as defered Indome; When the
ciitaria fot refention have bsen satisfied, the daferred Income balance Is refeased to the consolidated statoment

of comprehensiva Income or netied agalnst the asset purchased.
- A
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Ferring Laboratories Limited -

Notes to the Consolidated Financial Statements
For the Year Ended 31 December 2018

2, Reglonal revenue Information

Reglon . 2018

' . £

United Kingdom 61,249,134
Other European Union members ‘3,868,778 -

Rest of the world ’ 4.050,956

69,258,868

100% of turnover is generated from the principal aclivity of the group.

3. Employee costs

Wages and salarles
Soclal securlty costs
Pension costs

Number of erﬁployees

Production staff
Administraiive staff

Dlrectors

Wages and salarles

% . 2017 %
. : £
88.5 66,870,426 91.8
57 . 2,363,718 3.3
5.8 3,580,446 4.9
72,814,580

2018 207

£ \ £

8,212,120 9,654,012

1,182,239 - 4,316,176

783,640 © 834,158

10,177,999 11,803,346

2018 2017

No. No..

135 141

49 51

184 192

2018 2017

£ £

57514 " 59,199

———

As the aggregate director's remuneration does not exceed £200,000 in the current or prior year, the group is not

~ required 10 disclose information regarding the highest paid director.

There were no directors who were members of the Company’s defined contribution pension schema (2017: none).

Contributions were made to the director's personal pension scheme.

Key management personnel - remuneration

Short term employee benefils

2018 2017
£ £

841,453 818,209

) S ——————————
—
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Ferring Laboratories Limited

Notes to the Consolidated Financial Statements
Forthe Year Ended 31 December 2018

4. Net flnance costs

s
Finance income

Amounts recelvable from group companles
Bank interest recaivable

Finance costs

Otherinterest »
Amounts payable to group companies
Interest on taxation

NET FINANCE COSTS

5, Profit before taxation

The following Items have been chargadl(credlted) in arriving
at the profit before taxation:

N

Deferred grant income
: Depreclatlon and amortisation:
rty, plant and equipment owned
Ible"asséts
. (Loss)lproﬁt an disposal of tanglble assets
Operating lease payments
Directors remuneration
‘Exchange losses
Reséarch and. developmen!
Restructuring costs (fecovered)/expensed
Auditor's remuineration charged in Income Statement:
* Audit of financlal statements of the Cqmpany
Audlt of financlal statements of subsldjaries
Non- audit fees for special pro]ects. including data protection

. 2017

2018 _
£ £
6,535 .
1,621
8,056 .
2018 2017
£ £
1,071 434
1,047,143 1,027,840
805 7 s38
1,049,019 1,028,112
1,040,963 1,028,112
2018 2017
e £
(13,700) (13,700)
1,042,286 1,044,352
40,629 38,889
17,449 (231)
978,864 879,242
57.514 59,199
21,983 20,826
4,418,462 4,001,724
(118,762) 573475
8,296 23,804
66,289 60,142
31,525 7,500

Restructuring ¢osts included abova relate. to_redundancy costs incurred by the subsldlary company. Ferring

Pharmacsuticals lelled The credit this year relates to an over acérual last yaar belng released.




Fe»rring Lab(:ratories Limited

Notes to the Consolidated Financial Statements
For the Year Ended 31 December 2018 .

6. Tax charge
2018 2017
£ £
. Current {ax charge 465,103 - 560,980
Adjustment in respect of prior perlods (18,574) 58,779
UK deferred tax 18,201 64,543
464,730 684,302

Tax charge for the year .

Taxatlon has been calculated by applying the standard corporate tax rates fullng in the operating territorles of the
Group. The difference between the total current tax shown above and the amount calculated by applying the

standard rates of corporation tax to the profit before tax is as follows

2018 2017

£ . £

Profit /(loss) before tax . 1,235,800 2,104,736
Tax on United Kingdom proﬂl at an average rate of 19% (2017: 234,802 405,162
19,25%) '

)
Faclors affecting charge:- : )
Expenditure disallowed for taxation 248,995 ) 222,037
Higher/lower rate tax on overseas earnings (483) 4,684 .
Adjustments to previous periods (18 574) 57,900
Deferfed tax not recognised (5,481)
Tax charge for the year 464,730 ) 684,302

Following the enactment of Finance Act 2015 the maln rate of corporation tax will reduce by 2% reaching 17%
with efféct from 1 April 2020. As this change was substaniively enacted at the balance sheet date and no material
amount is expected to unwind prior to 1 April 2020; deferred tax is racognised at 17% in the current period.
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Ferting Laboratories Limited

'Nfote‘s to the Consolidated Financial Statements
Fot the Year Ended.31 December 2018

7. Property, plant and equipment

- L B4 - R
Fef E - g5 §
z25 £E 28 5 =
c 98 58 FA o E \
£ 2 Q. ] g 5
g E 0 §
[ w a '
£ £ £ £ £
Cost ' ) ,
At1 January 2018 3,606,908 6,992,192 968,326 705,477 12,272,902
Additions 19,151 - 71,867 863,844 1,054,862
Disposals s - (208,934) - (208,934)
Transfers : 176,911 626,051 5724, (807,886) -
' At31 December 2018 3802970  7.617243 836982 661635 - 13,118,830
Accumulated depreciation o _ ] : :
At 1 January 2018 1,008,800 2,795,455 435,997 4,240,252
Chargs for the yodr 213,806 730,328 98,162 - 1,042,296
On disposal . - - _(205,534) . - (208,934)
" At31December 2018 1222606 3525783 326225 o 5073814
Net book valug )
At-31 December 2018 - 2,580,364 4,091,460 514,757 861,835 8,045,216
At 31 December 2017 . 2,598,108 4,196,737 632,328 705,477 8,032,850

'll
I
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Ferring Laboratories Limited

Notes to the Consolidated Financial Statements ‘
For the Year Ended 31 December 2018

" 7. Property, plantand eqﬁlpment (continued)

vz g k- 5 %

25§ 3 T L :

2% 8 = P g . 3

-3 & Do 4 ﬂg

£3 a g 2 QB

B ]

w i 2 o

£ £ £ £ £
Cost . .
At 1 January 2017 3,621,180 6,603,956 846,255 432,774 11,504,175
Additions . - = 20,278 1,043,168 1,072,446
Disposals - (269,517) . (34,202) - (303,719)
Transfers 85,718 657,753 ' 26,984 (770,465) -
At 31 December 2017 _ 3,606,908 6,992,192 96{3.325 705,477 12,272,902
Accumulated depreclatlob L . . ]
At 1 January 2017 763,687 .. 2,362,082 373,183 - 3,498,852
Charge for the ysar 246,213 702,123 97,016 - 1,044,352
On disposal . - (_268.750) (34,202) - (302,952)
At 31 December 2017 1,008,800 2.795.455 ’ 435,997 - 4,240,252
: i

Net book value
At 31 December 2017 2,598,108 4,196,737 ) 532,328 705,477 . 8,032,650
At 31 Decamber 2016 . 2,757,603 4,241,874 ' 673,072 432,774 8,005,323 -
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Ferring Laboratories Limited

Notes to the Consolidated Financial Statements
For the Year Ended 31 December 2018

8. Intangible assets

Cost

At 1 January 2018

Additions

Disposals

At 31 December 2018

Accumulated amortisation

At 1 January 2018

Charge for the yesr N .
Depreclaticn eliminated oii disposals

At 31 December 2018

Net book value

At 31 December 2018

At 31 December 2017

Cost .
At1 January 2017
Dlsposals.

At 31 December 2017
Accumulated dmortisation
At1 January 2017

Charge for the 'yéas
Disposals -

At 31 December 2017

Net book value

At 31 Decerber 2017

At 31 Dacembar 2016

Computer
software
£ .

267513
83,815
(185,870)

171,558

219,756
40,629
(168,255) -

92,130

79,428

" 47,157

Computer
software
£

307,218
(39,705)

267,513

220,572
38,889
(39,705)

219,756

47,787

© 86,646
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Ferring Laboratories Limited . .

Notes to the Consolidated Financial Statements
For the Year Ended 31 December 2018

9. Inventorles

2018 2017

) £ £

Raw materials 990,237 " 2,087,710
Work in progress : ’ 380,149 1,250,864
Finished goods ) ' o . 11,457,718 4,400,577
12,838,104 7,739,151

The cosi of inventories recognised as an expense during the year was £48,303,003 (201 7: £47,477,568).

'During the year £668,938 (201 7. £150,397) was recognised as an expanse In the year in respect of the write-down
of invéntories.

10. Trade and ot}ler recelvables

2018 2017

£ £

Trade recelvables . ‘ 5,846,069 ' 7,270,277
Amount due from parent undertaking : . 34,458, 803 40,661,752
Prepayments and accrued incoma 86,164 438,776
Other receivables o ) ) 764,756 © 138,642
41,155,892 48,509,447

Amounts dus from parent undertéking are unsecured, interest free and repayable on demand.

Alitrade and other receivables are financlal assets. The book values of trade and olher recelvables are considered
by the Board to be approximates of thelr fair value,

No interast Is charged on late receivables. Before acceptlng any new customer the Company assesses the
customer’s credit quality and defines an appropriate credit llmll by customer. .

Ageing of trade receivables past due, but not impalred:

2018 2017

£ £
Less than 30 days ' ) . 746,990 -
' 746,990 -
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Ferring Laboratories Limited

" Notes to the Consolidated Financial Statements
For the Year Ended 31 December 2018

_ 10. Trade and other receivables (continied)

1,

12. Trade and other payables

Movement in the allowance of bad debts:

Ba'la'qce‘ at 1 January

Impalrment losses récognised
Unused amounts reversed

Increase I provision

Balance at 31 December

2018 2017

£ £

(13,781) (12,850)

5,557 499
8,224 ,

@ 593) ( ..430)

(7,593) (13,781)-

Iimpairment losses and any subsequent reversals-are recognised within.administrative expenses on the lncome

Statement. The aging of lmpalred debts Is as follows:

4

Less than 30 days
301060 days
60 to 90 days

90 to 120 days

Greater than 120 days

Cash and cash equivatents.

Cash and cash equivalents

Bank loans and overdrafts

Trade payables

Other tax and social security

Other payablas

Accruals and deferred income
unt due.lo parent undertaking and

Ar
other refated partles

2018 2017
£ £
- 13,781
- 1,788
5,805 -
7,593 13,781
2018 2017
E £
- 134,261 126,889
2018 2017
£ £
266 30,543
2,345,487 2,108,538 .
1,658,578 1,833,730
69,367 78,579
6:287,672 6,821,607
6,864,234 10,189,568
17,225,604 20,062,563

The baok values of tradé and cthér payables are conslidered by the Board-to be approxlinatbs of thelr falr valie,

Amounts due to parent undertaking and other related partles are unsecurad, interest free dnd repayable on
demand.
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Ferring Laboratorles Limited

Notes to the Consolidated Financlal Statements
For the Year Ended 31 December 2018

15. Financlal risk managa'ment {continued)

Credit risk )

Credit risk Is the sisk of financial loss 1o the Group if a customer or counterparty to a flnancial instrument falls to
meet its contractual obllgations The Group is malnly exposed to credil risk from credit salss. It is Group palicy,
implemented Iocally. to assass the credit risk of new customers befure éntering contracts Such credil ratings are
taken into account by loca} bustness practices,

The Group operate a cradit pollcy under which each new cusfomer s analysed tndrvldually for creditworthiness
before the Group's standard payment and delivery terms and conditions are offered. The Group's review .
includes extemal ratings, when avallable. Purchase limifs are éstablished fof each customar, which presents the
maxifmum open amount without raquiring further approval.

Credit risk also arises from cash and cash equivalents and deposnts with banks and financlal Institutions. For
banks and financlal institutions, only independently rated partiés with minimum rating °A” are accepted

Interest ratg fisk

The group Is exposed to cash flow Interest rate risk from fong term borrowings with wider group members. The
tong term loan of £60,700,000 has a curfent Interest rate of 1.6% in relation to £60,700,000. The tisk of
movement within this Interest rate equates to 2607 000 for each 100 basls point movemenl in lnterest rates
charged. .

Forelgn exchange. rlsk

Foreign exchange risk arises when individual group enllttes enter into transactlons denominated in a currency
other than thelr functional currency

The group Is.predominantly exposed to currency risk on trade transactions. The group manages forelgn
exchange fisk at.a local level by matching the curréncy in which révenue is generated with expenditure incurred.

Liquidity risk’

Liquidity risk arises from the Group’s managsment of working capilal and the finance charges and principal
repayments on its debt instrurénts, It s the risk that thie' Group will encounter difficulty In meeting its financial
obtlgatlons as they fall due.

The Group's policy is to ensure that It will always have sufficlent cash to allow it to meet its liabilities when they
become due. To achleve this alm, it seeks to activaly maintain cash balancss.

The Board recelves rolling cash flow projectlons on a monthly basis as well as informatich regarding cash
balances.

The liquidity risk of each group entily Is managed centrally by the wider graup treasury functlon Each operatlon
has a facility with group treasury.
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Ferring Laboratories Limited

Notes to the Consolidated Finaricial Statements
For the Year Ended 31 December 2018

16. Deferred tax

The movement on deferred tax liabllity arose as follows:

Brought forward
- Charged/(credited) lo tax charge In the income statemant
(See Note 7)

Deferred tax liabllity:-
Accelerated capital allowances
Short term temporary differences

17. Non current trade and other payables

Govefnment grants
Balance al 1 January 2017
Amortisation in the year

Balance at 31 December 2017

Balance at 1 Januarﬁ 2018
. Amortisation In the year

Balance at 31 December 2018

2018 2017

£ £
709,308 644,765
18,201 64.545
727,509 709,308

2018 2017

£ £
742,082 709,308
(14,553) -
727,509 709,308

£

41,100 -

{13,700)

27,400

27,400

(13,700)

13,700.
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Ferring Laboratories Limited

Notes to the Consolidated Finaricial Statements.
For the Year Ended 31 December 2018

18. Share capital

Number of
Ordinary £1
shares
Authorised ' . A
200,000 ordinary sr\lares of £1 each . 200,000

l
1

Allotted, called up and fully pald '
120,001 ordinary shares of £1 each 120,001

19. Related party transactions

200,000

120,001

]1 .ﬁ

Ferring Holding SA exhibits control over Farring Laboratories Limited, from a managemant perspectiva,

via the Board of Directors.

As.at 31 December 2018 the aroups had the following amounts due lol(from) the wider group, all of whlch

have an ultimate parent company of Farring Holdlng SA.

" The amounts outstanding at the balance sheet date are:

Company name ‘ . 2018 2017
_ £ £
FICSA : . . 30, 946 094 -
. FICSADK . A1
CPS$I (Scotiand) Limited (60,589,003) ° {60,700 000)
Nordic Pharma ' L. : 35,979
FicsABY ’ {4,304,820)
Ferring FMBH ) 221,243 -
Ferting Pharmaceullcals BV . 600,690 -
Ferrlng Pharmaceuﬁcals (Asia) Company 1,245 -
Ferring Private Limited - . - (2,556) -
During the year, finance costs were Incurred from the following member companias:
2018 2017
£ £
CPSI (Scotland) Limited A ’ © 971,200 971,200
FICSA ‘ 75,943 -
During the year finance Income was received fromi the following member companles
2018 2047
, £ £
FICSA ’ ' . 8,535 -
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Ferring Laboratories Lfmited

Notes to the Consolidated Financial Statements
For the Year Ended 31 December 2018

During the year, purchases wéremade from the following member companles

" 2018 2017

£ ’ £

Nordic pharma X : . 133,936 170,462
Marshall BV . : 801,222 382,330

20, Operating lease corﬁmltmants

At 31 December 2018, the Group had the following total commitments under non-canceflable operating ’

. leases: .
Land and bulidings
31 December 31 December
2018 2017
£ £
Payments due: i
Within ona year : 527,760 527,760
Within 2 to 5 years : 2,111,040 2,111,040
After 5 years . 1,275,420 1,803,180
3,914,220 4,441,980

Plant and machinery

31 December - 31 December
\ ’ 2018- 2017
- £ £

- Payments due: .
Within one year . 215,643 242,682
Within 2 to 5.years ' . 185,057 106,227
400,700 348,909

21. Uitimate controlling party
The Immediate parent undertaking Is Ferring BV, a company Incorporated in the Netherlands.

The targest and smallest group to consolidate the resulls of the company and group Is Ferring Holding SA
* whosa reglstered address I$ Ferring International Centre, SA Chemin de la Vergognausaz 50, 1162 St-Prex,
Switzerland. .

The uitimate parent undertaking Is Insula Carporation NV, a company reglstered In Curacao whose registered
address Is NV, Pletarmaal 15, Willemslad, Curacao, Netherland Antllles.

The ultlimate controlling party Is the Dr Frederik Paulsen Foundation.
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Ferring Laboratories Limited . Reglstered Number 01508287

Parent Company Balance Sheet
As at 31 December 2018

‘Notes 2018 2017

: . £ . R
Fixed assets -
Investments . 3 23 . 43,703,497 ’ 43,703,497

: Current assets n .- ‘

Dabtors ’ 24 32,235,116 ) 33,294,383
Creditors: amounts falling due within one Qe_a_r ’ 25 {18,098) (18,243) .
Net currént assets o i 32,217,017 © 33276,140
Total assets less currant Habilitles : © 761920,514 76,979,637
Craditors: Amounts falllng due in more than'one year 26 (60,700 000) . (60,700,000)
Net assets . . 15,220,514 16,279,637

Capltal and reserves

Called up share capital : 27 120,001 420,001
Retained earnlrgs 15,100,513 - 16,159,636
Tota) shareholders’ funds . 15,220,514 1 6;279;6}37

R .
p——————1

The loss of the Company for the yaar to 31 December 2018 was £1 .059,123 (2017: profit of £6,141,492).

The notes on pages 34 ta 39 form part of these financlal statements. Approved by the Board of Diréctors on
carsiierabenienenntnaninensasens e . and signed an its behdlf by:

" Dr P Wilden
Dlrector
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Ferring Laboratories Limited

-Parent Company Statement of cﬁanges in equity
For the Year Ended 31 December 2018

* At1 January 2017

Profit after tax and total
comprehensive expense
for the year

At 31 December 2017

At 1 January 2018

Loss after tax and total
comprehensive expanse
for the year

At 31 December 2018 -

45,100,513

Share Retalned Total equity
capltal earnings .
£ £ £
120,001 10,018,144 10,138,145
- 6,141,492 6,141.;192
420,001 16.159.,636' 16,279,637
120,001 16,159,636 16,279,637
- (1,059,123) . (1,059,123)
120,001 15,220,514
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Ferring Laboratories Limited

Parent Company notes to the finariclal ‘'statements -
For the Year Ended 31 December 2018 '

22. Accounting pollclas for Parent Company ﬂ'nan‘c’lal stateiments

The following acoountlng policles have been- dpplled consistenlly in dealing with ltems which are
consldered material in relatlon to the financlal statements of the Company.

Basls of preparation

These financlal statements. wera prepared in accordance with Financial Reportlng Standard 101 Reduced
Disclosure Framework.

’ The financial statements have bsen prepared under the historical cost- convenllon. as modifled by the
revalualion of derivativa financial. assets and financial Jiabilitigs at fair valte through ‘profit or loss, and in
accordance with the Companles Act 2006

The financial statements are prepared In sterting, which is the functional currency of the company.
Monetary amounts in these financlal statements are rounded to the nearest £1.

: Th'_e following disclosure ez(ampildns_{rom the requirements of IFRS have beenadopted In the praparation
of these financlal statements, in accordance with FRS 101: .

o  Comparative Information has not been given In respect of:

. a reconclllallon of the carrylng amount of each class of tanglble assels at the beglnnlng of the
period;

li. a recornciliation of the carrylng amount of each class of lntanglble assets at the beglnnlng of
the penod

e  The requirement to produce a third. slatement of financlal posluon when applymg a change
in accounting policy, retrospactive restatement or reclassification,

o  The requiremént to disclose information relaﬂng to the company's objeclives, pollcles and
processes for managing capital.

o The requltem'ent ta publlSh-a Statement of Cash Flows.

° Dmsclosure of the categorias of nnanclal inslmment and nature and extent of risks arlslng on thase
financial Inslrumenls .

e  The requirement to disclose the valuaﬂon techniques applied to assets and labilitiés held at
falr value.

*  The tequirement to disclose compensataon for key managament between short term employee
- banefils, post-employmerit benefits and other long term benefits.

«  The requlremenls to disclose related party transactions entered Inlo between two or mors, who!ly
owhed, mefmbers of 8 group;

e The requirement to disclose the future Impact of & new IFRS In issue but not effective at the
reporting date.

As permitted by 5408 Companles Act 2008, the company has not presented Its own. profit and foss
account and related notes as It prepares group accounts.
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Ferring Laboratories Limited

Parent Company notes to the financlal statements
For the Year Ended 31 December 2018

Golng concern review

The Companies Act 2006 require directors’ to confirm whether, after making appropriate enquiries, lhey
have reasonable expectations that the Company has adequate financlal resources to continue in
operatlonal existence for the foreseeable fulure. The group's forecasts and projections, taking account

- of reasonably possible changes In trading performance, show that the group should be able to operate
within the level of its current cash reserves. After making enquirles, the directors have a reasonable
expactation that the company has adequate resources to continue in operational existence for the
foresaeable future. The group therefore continues to adopt the golng concern basis In preparing lts
financial statements.

Defe'rreq tax

Deferred tax Is recognised in respect of all timing differences that have originated but not reversed at the

balance sheet date where transacllons or events that result In an obligation to pay more tax In the future

or a right to pay less tax in the future have occuried at the balance sheét date. Timing differences are

d:ﬁerences between the Company's taxable profits and its results as stated in the financial statements

that arise from the Incluslon of gains and losses in tax assessments In perlods different from those In
which they are recognised in the financlal statements.

. Deferred tax Is measured at the average tax rates that are expected to apply In the periods in which timing
differénces are expacted to reverse, based on tax rates and laws that have enacted or substantively
enacted by the balance sheet date. Deferred tax Is measured on a non-discounted basis.

'

Investment In subsidiary and assoclated undertakings

The Interest of the Company .In shares of subsidisry undertakings Is stated at cosl less provision for
impalrment. The carrylng values of fixed asset investments are reviewéd for Impalrmant if events or
changes in circumstances Indicate the carrying value may not ba racoverable. Impairment is recognised
by comparing the carrying amount to the higher of the recoverable amount and value in use.

Critlcal accountlng estimates and judgements

Estimates and judgements are evaluated regularly and are based on historical experlence and other
factors, Including expectations of future aevents that are belleved to be reasonable given the
clrcumstances ptevailing when the financlal slalements are approved. .

The company makes estimates and assumpllons concerning the future. The resulling accounting
astimates will, by defnition, seidom equal the related actual results. Howaver, the directors consider that
there Is not a significant risk of a material adjustiént arising to the carrying value of the compariy’s assels
and liabilities as a resuilt of the use of these estimates and assumptions.

The annual impalrment exercise Is based on an estimate of the valuation of investments,
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Ferring Laboratories Limited

Parent Company notes to the financial statements
For the Year Enided 31 December 2018

23, Investments

Cost
At 1 January 2018 and 31 December 2018

impalrmant
At 1 January 2018 and 31 December 2018

Net book value

At 31 December 2018

At 31 Decémber 2017

Excépt where Indicated below, all subsidiaries undertakings of the Com;}any are wholly owned. The
subsidlaries and assoclated undertakings of the Compariy at.31 December 2018 were as follows:-

Coimpany ’ . Country of registration or
R " Incorporation

Subslidiary undertakings

Ferring Asset Management Limited . England and Wales

Fariing Pharmaceuticals Limited England anhd Walas

Ferring Controlled Therapsutics Limited ’ England and Wales

" Ferring Controlled Thetapeutics (Switzerland) SA* Switzerland

£

72,726,498

208,023,001

43,703,497

43,703,497

Shares held

Class ' %
Ordinary .- .  100.00
Ordinary 100.00
Ordinary 100.00
Ordinary . 100.00

The principal activily of thess undertakings for the last relevant financlal year was as follows:

. Princlpal activity
Féming Assét Management Limited holding company
Farring Pharfnaceuﬂcals Limited sales arid marketmg of pharmaceutical products
Ferririg Controlled Therapautics Limited manufacture and sale of pharmaceutical products

Ferring Conlrolled Therapeutics (Switzerland) SA management of comrerclal devéloprant of fertility products
. Into the Ferring distribution nétwork

* Ferring Controlled Tharapeutics (Swltzerland) SAis a 100% direct subsidiary of Ferring Controlled

Therapeulis Limited.

The registerad ofﬁce of Ferring Asset Management Limited and Ferring Pharmaceutical's Limited is

Drayton Hall, Church Road West Drayton, Middlesex; UB7 7PS.

The registered office of Feriing Controlled Trierapseutics Limited Is 1 Redwood Place, East Kilbride,

South Lanarkshire, G74 5PB.

The registered office of Férring Controlled Therapeutics (Switzerland) SA Is.Chemin De La

Vargognausaz 50, 1162 St Prex, Switzeriand.




Ferring Laboratories Limited

Parent Company notes to the financial statements
For the Year Ended 31 December 2018

24, Debtors
.2018 2017
£ £

Amount dus from parent undertaking 32,235,115 ) v 33,294,383

Amounts due from parent undertaking are unsecured, interest free and repayable on de'mand.

25. Craditors: amounts falling due within one year

26.

27,

2018 2017

£ ‘ £

Trade payables . . . 200 -
Amount due to parent undertaking 1,000 . 1,000
Other tax and social security : . 130 . 829
Accruals and defarred income - 16,768 16,414
18,098 18,243

o —————
e ————

Amounts dus to parent uﬁdertaklng are unsecured, Interest free and repayable on demand.

Creditors: amounts falling due in more than one year '
N : 2018 2017
. £ . £
Amounts due to group undertakings 60,700,000 60,700,000

The above amounts owed to group underlakings relates to an intercompany loan from CPSI Scolland
Limited of £60,700,000 (2017 - £60,700,000) bearing interest at 1.6% (2017 - 1.6%) and repayable on
31 December 2021.

Share capital

Number of

Ordinary £1
shares ’ £
Authorlsed .
200,000 ordinary shares of £1 each o 200,000 200,000
Allotted, called up and fully pald . .
120,001 ordInary sharss of £1 each 120,001 ‘ 120,001

et rrrvir———— ——————
,
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