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Medical Device Inngvations Limited
The Directors' Report
Year Ended 31 December 2007

The directors present therr report and Lhe Minancial statements of the company for the year ended 31 December 2007

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW

The principal activity of the company during the year was the development of medical devices and management of the
related intellectual property

The nature of the business 15 such that the gencration of future benefit 15 uneertan The Directors therefore momitor
and control expendinure so as to ensure that 1t 15 relative to the levels of tnvestment recaived The Directors also
operate an ongoing policy of seehing potential new mvestment

Due to the nature of the business the huy financial performance mdicator used by the company 15 the montoring of
mcome and expenditure aganst approved budgets

FUTURE DEVELOPMENTS
The company continues 1ts programme of research and development mio new medical devices within the constrainis

imposed by current funding levels It 1s the company's inienlion to sell or out-licence thase lechnologies to commercial
partners.

POST BALANCE SHEET EVENTS
There are no post balance sheet events at present

RESULTS AND DIVIDENDS
The loss for the year amounted to £1,121,348 The direclors have not recommended a dividend

RESEARCH AND DEVELOPMENT
All costs are expensed within the profit and loss aceount as incurted The programme 1s devoted to the mvention and
development of new medical devices and the creation of a related broad intellectual property pertfolio

DIRECTORS
The directors who served the company duning the year were as follows

Mr A F Smith (Chairman)
Mr I Colticr

DrD J W Roach

Dr P Wall




Medical Device Innovations Limited
The Directors’ Report (conrnved)
Year Ended 31 December 2007

The beneficial interests of the direclors in the shares of the company during the year were as follows

At31 At ! January
Class of share December 2007 2007

Mr A F Smith (chairman) Ordinary 10p shares - -
A Ordinary 10p sharcs - -
B Qrdinary 10p shares

Mr D Cowier Ordinary 10p shares 833 500
A Ordinary 10p sharcs 444 4d4
B Qrdinary 10p shares - -
Dr DI W Roach QOrdinary 10p shares - -

A Ordinery 10p shares - -
B Ordinary 10p shares - -
Mr P Wall Ordinary 10p shares 250 250
A Ordinary 10p shares - -
B Ordinary 10p shares - -

DIRECTORS' RESPONSIBILITIES

The directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulations

Company law requires the direclors to prepare financial stalements far each finaneial year. Under that Yaw the directors
have elecled o prepare the financial statements in accordance with United Kingdom Genermlly Accepted Accounting
Practice (United Kingdom Accounting Standards and applicable law) The financial statements are required by law to
give a true and foir view of the state ol affars of the compony and of the profit or loss of the company for that pertod
In prepanng these linancial statements, the directors are required to

select sutable accounung policies and then apply them consistendly,
make judgements and esimates that are reasonable and prudent

prepare the [inancial stalemenls on the going concern basts wnless it 15 mappropriate o presume that the
company will continue 1n business

The directors arc responsible for keeping proper accounting records that diselose with reasonable accuracy at any lime
the financizl positon of the company and enable them to ensure that the financial stalements comply with the
Companies Act 1985 They are also responsible for safeguarding the assets of the cempany and hence for taking
reasonable steps for the prevention and detection of froud and other irregulonties

In so far as the direclors are aware
- there s no relevant audit information of which the company's audilor 15 unaware and

the directors have taken all steps that they ought to have taken to mahe themselves aware of any relevant audit
mlormation and to establish that the auditor 15 aware of that information




Medical Device Innovations Limited

The Directors' Report (contnued)
Year Ended 31 December 2007

AUDITOR
A resolution to re-appoint Champien Accountanls LLP 2s eudior for the ensuing year will be proposed ot the annual
general meeung in accordance with section 383 of the Compuamics Act 1983

Registered office Signed on behall of the directors
Daresbury Innovation Centre
Daresbury Seience and Innovation

Campus

Halton

Cheshire

WA4 4T85
Mr A F Smith
Chairman

Approved by the direclors on 24 June 2008




Medical Device Innovations Limited

Independent Auditor's Report to the Shareholders of
Medical Device Innovations Limited

Year Ended 31 December 2007

We have audited the financial statements of Medical Device Innovatons Limted for the year cnded
31 December 2007 on pages 7 to 20, which have been prepared on the basis of the accounting policies set out on
pages 1110 12

This report 1s made solely to the company's shareholders as a body. 1n accordance with Section 2335 of the Companies
Act 1985 Our audit work has been undertaken so that we might state to the company's shareholders those matters we
are required to state to them 1n an auditor's report and for no other purpose To the fullest extent permitted by law we
do not accept or assume responsibility to anyone other than the company and the company's shareholders as a body.
for our audit work. for this report, or for the opimions we have formed

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITOR

The directors’ responsibilities for preparing the financial statements in accordance with apphcable law and Umited
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are set out in the
Statement of Directors' Responsibilities

Our responsibtitty 1s to audit the financial statements 1n accordance with relevant legal and regulatory requirements
and Internanonal Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the financial statements give a true and fair view and are properly prepared
in accordance with the Compamies Act 1985 We also report 1o you whether in our opimien the informatien given in
the Directors’ Report 15 consistent with the financial statements

In addition we report to you if, 1n our opinion the company has not kept proper accounting records 1f we have not
received zll the information and explanations we require for our audit, or if information specified by law regarding
directors’ remuneration and other transactions 1s not disclosed

We read the Directors’ Report and consider the imphications for our report if we become awarce of any appaient
misstatements within 1t

BASIS OF AUDIT OPINION

We conducted our audit in accordance with International Standards on Audiing (UK and Ireland) 1ssued by the
Auditing Practices Board An audit includes examination on a test basis of evidence relevant to the amounts and
disclosures i the financial statements 1t also includes an assessment of the significant esumates and judgements made
by the directors in the preparation of the financial statements, and of whether the accounting policies are appropriate to
the company's circumstances consistently applied and adequatety disclosed

We planned and performed our audit so as to obtain all the information and explanations which we considered
necessary m order to provide us with sufficient evidence to give reasonable assurance that the financial statements are
free from matertal misstatement whether caused by fraud or other irregularity or error In forming our opinion we also
cvaluated the overall adequacy of the presentation of information 1n the financial statements




Medical Device Innovations Limited

Independent Auditor's Report to the Shareholders of
Medical Device Innovations Limited (contnued)

Year Ended 31 December 2007

OPINION
In our opimion

the financial statements give a true and fair view. in accordance with United Kingdom Generally Accepted
Accounting Practice, of the state of the company's affairs as at 31 December 2007 and of 11s loss for the year
then ended,

the financial statements have been properly prepared in accordance with the Compames Act 1985, and
the information given 1n the Directors’ Report 1s consistent with the financial statements

Without qualifying our opinion, we draw attention to Note 19 in the financial statements which indicates the existence
of a matenal uncertainty which may cast doubt about the Company's abtlity to continue as a going concern

Chhawer v Privrwaitrtder

CHAMPION ACCOUNTANTS LLP
2nd Floor
Refuge House Registered Auditors
33-37 Watergate Row
Chester
CH1 2LE

24 June 2008




Medical Device Innovations Limited

Profit and Loss Account

Year Ended 31 December 2007

Turnover

Cost of sales

Gross Losu

Admimstrative expenses
Other opernling income

Operating Loss

Interest receivable

Yoss on Ordinary Activities Before Taxation

Tax on loss on ordinary sctivilies

Loss for the Financial Year

All of the acuivilies of the company are classed as continuing

The company hes no recognised gains or losses other than the results forthe

The notes on pages 11 to 20 form part of these finnncinl statements

Note

year as set oul abave

2007
£
143,607

779 877
(636 270)

803.191
(5 675)

(1,433,786)

14,838

(1 418,948)

(297,600)

(1,121,348)

2006
£
294,107

733912
{439,803)

630,340
(250)

(1.070 093)

6,324

(1,063,771)

{1 063 771)




Medical Device Innovations Limited

Balance Sheet
31 December 2007
2007 2006
Note £ 3 3 E

Fixed Assets
Tangihle assets 8 2.919 6 167
Current Assets
Debtors 9 379 593 108,970
Cash at bank and 1 hand 954 443 284.164

1334 038 393,134
Creditors Amounts Falling due Within
One Year 16 177 997 129,539
Net Current Assets 1,156,041 263,395
Totnl Assets Less Current Liabilifies 1,158,960 269,762
Capiial and Reserves
Called-up equity share capital 14 3,047 3333
Share premium sccount 15 3994 723 4,071 293
Sharc cptions rescrve 16 156.323 107,627
Profit and loss account 17 (4,997,133) (3,912.691)
Shareholders' Funds 18 1,158,960 269 762

r——

These financial statements were approved by the directors and authorised for i1ssue on 24 June 2008, and are sipned on

their behal by

Mr [ Cothier

The notes on pages 11 to 20 form part of these finnacinl statemenis




Medical Device Innovations Limited
Cash Flow Statement

Year Ended 31 December 2007

2007
£ £
Net Cash Qutflow from Operatng Activittes (1354 6318)

Returns on Investments and
Servicing of Finance
Interest received 14 B38

Net Cash Inflow from Returns on Investments
and Servicing of Finance 14,838

Capital Expenditure
Payments to acquire tangible fixed assets (463)

Net Cash Outflow from Camital Expenditure (465}

Cash Outflow Before Financing (1,340,265)

Financiog

Issue of equity share capital 1.514
Share premium on ssuc of equity share capual 1,923 430
Increase 1n share option reserve 85602

Net Cash Inflow from Financing 2,010,546

Incrense/(Decrease) m Cash 670,281

RECONCILIATION OF OPERATING LOSS TO NET CASH OUTFLOW FROM

OPERATING ACTIVITIES
2007
£

Operating loss {1.433,7806)
Depreciation 3713
Decreasef{increase) in debtors 26 977
Increase/(dcerease) in creditors 48,438
Net cash outflow from operating activitres (1,354 638)

RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN NET FUNDS

2007

£
Increase/(Decrease) 1n cash in the penod 670.281
Movement in net funds in the period 670.281
Net funds at 1 January 2007 284.164
Net funds at 31 December 2007 934 445

2006

6.324

(2,702)

77
749,393
10815

£
(1,186,882)

(2.702)

(1,183.260)

760,785

(422 473)

!

20606

(1.070 095)
3054

(55 894)
(63 947)

(1 186.882)

e —

2006

(422 473)
(422 473)
706 639
784 164




Medical Device Innovations Limited
Cash Flow Statement(mnrmmy

Year Ended 31 December 2007

ANALYSIS OF CHANGES IN NET FUNDS

Nel cash
Cash in hand and at bank

Net funds

At
1 Jan 2007
£

284.164
284,164

e r—

At

Cash flows 31 Dec 2007
£ £

670.281 934 445

670.281 954,445

-10 -




Medical Device Innovations Limited

Notes to the Financial Statements

Year Ended 31 December 2007

1.

ACCOUNTING POLICIES

Basis of accounting

The financial statements have been prepared under the historical cost convention
Turnover

Tumover represents govemnment granis recervable which are recogmised in the profil and foss in the same period
as the related expenditure

Research and development

Research and development expenditurz is written off in the year n which 15 meurred

Tixed assets

All fixed assets are initially recorded at cost

Depreciatien

Deprecration 15 calculated 50 as to write off the cost of an nsset. less its esumated residual value, over the useful
econermnic e of that asset as follows

Fixtures & Fittings - 15% on cost

Compuler Equipment - 33%oncost

Operating lense agreements

Rentals applicable to operating leases where substantually all of the benefits and rishs of ownership remain with
Lhe lessor are charged agamst profils on a stratght line basis ever the penod of the lease

Pension costs

The company operates a defined contnibution pension scheme  The assets of the scheme are hcld separately

from those of the company i an independently admimstered fund. Ceninbutions payable for the year are
charged 1n the profit and loss account

Deferred taxation

Deferred tax 15 recogmsed m respect of all tming differences that have onginated but not reversed at the balance
sheet date where transachions or events have occurred at that date that will result 1 an obhigation to pay morc or
a night to pay less or to receive more tax with the following exceptions

-11-




Medical Device Innovations Limited

Notes to the Financial Statements

Year Ended 31 December 2067

1

ACCOUNTING POLICIES (fcontinued)

Provision 1s made for tax on gains ansing from the revaluation (and similar far value adjustments) of fixed
nssets, and gams on disposal of fined assets that have been rolled over into replacement assets, only to the
exient that, ot the balance sheet date. there 15 a binding agreemen! to dispose of the assels concemed
Ilowever. no provision 15 made where. on the basis of all available cvidence at the bafance shect dote 1t s
mote hikely than not that the taxabie pain will be rolled over into replacement assets and charged to tax only
where the replacement assets are sold

Deferred tax asseis are recognised only 1o the extent thal the dircctors consider thot it 18 more hkely than not
that there will be swtable taxable profits from which the future reversal of the uaderlying timing differences
can be deducted

Deferred tax 15 measured on an undiscounied basis at the tax rales that are expected to apply in the periods n

which uming differences reverse based on lax rates and laws enacted or substantively enacted at the balance
sheet date

Share-based payments

Expenses for share-based payment transactions are recogmsed during Lhe vesting penod in the profit and loss
account These expenses recognise the far value of the share options granted A corresponding amount is
reflected m additional paid-in capital

Finapcial instruments

Fmancial nstruments are classified and accounted for according to the substanee of the contructual
arrangernent. as either financial assets financial labihties or equity inslruments  An equity instrument 1s any
contract that evidences o residual interest in the assets of the company afler dedueting el of its liabilities.

TURNOVER

The turnover and loss before 1ay are attnibutable to the one princapal acuvity of the company

An analysis of turnover 1s given below

2007 2006
£ £
Government grant income 143,607 294,107
OTHER OPERATING INCOME
2007 2008
£ E
On-line filing credit 150 250
Consultancy fees and costs recharged 4 325 —
Other operaing mcome 1000 -
5675 250

~12 -




Medical Device Innovations Limited
Notes to the Financial Statements

Year Ended 31 December 2007

4. OPERATING LOSS

Operating loss 15 stated after charging

2007
Z
Research and development expenditure written ofF 779,877
Depreciation of owned lixed assuls 3,713
Auditoy's remuneration
- as audilor 5900
- for other services 33.328

5. PARTICULARS OF EMPLOYEES

The average number of staff employed by the company during the financial year amounted to

2007
No
Number of management staff 5

The aggregale payroll costs of the above were
2007
£

Wages and salares 320,276
Soc:al secunLy cosls 36,719
Other pensian costs 28,120
EMI und other share options 85.602
470,717

6. DIRECTORS' EMOLUMENTS

The directors’ oggregate emoluments in respect of qualifying services were
BEreg P q ying

2007
£
Aggregale emoluments 255,467
Value of company pension contrnibutions to money purchase
schemes 25,065
280,532

ra——
The number of directors who accrued benefits under company pension schemes was as follows

2007
No
Money purchase schemes 2

2006
£
733,914

3,054

5.800
22718

A

-13-




Medical Device Innovations Limited
Notes to the Financial Statements

Year Ended 31 December 2007

7. TAXATION ON ORDINARY ACTIVITIES

Analysis of charge in the year

Current tax

UK Carporation tax recoverable on Reusserch and
Development tax credus
Over/under provision i prior year

Tolal current tax

2007

{105,658)
(191,942}

(297 G0Q)

The company has 1ax losses to carry forward against future profits of approuimately £3 690,000

A deferred tox nsset has not been recogmsed 1n respect of these Tosses as the hkelihood of sufficient fulure
tanable profils to utilise these losses 15 uncertain. The estimated value of the deferred tax asset not recognised, 1f
measured ot the small companies rate for the year of 20%, 15 £738,000

8 TANGIBLE FIXED ASSETS

Cast
At 1 Januory 2007
Additions

At 31 December 2007

Depreciation
At 1 January 2007
Charge for the year

At 31 December 2007

Net Book Value
At 31 December 2007

At 31 December 2006

9. DEBTORS

Corporation tax repayable

VAT recoverable

Other deblors

Prepayments and sccrued income

144
179

2007

297 600
42,097
J6.520

3.376

379,593

Computer

equpment Total

£ £
13,760 13,997
463 465
14,225 14,462
7,772 7,830
3,678 3713
11,450 11.543
2,775 2919
5,988 6,167

2006

£
32.728
74 830
1.412
108.970

-14-




Medical Device Innovations Limited
Notes to the Financial Statements

Year Ended 31 December 2007

10 CREDITORS: Amounts Falling due Withm One Year

Trade creditors

PAYE and social secunty
Other creditors

Accruats and deferred income

11. SHARE-BASED PAYMENTS

(n) Share-based payments to third parties

2007
£
110,264

10,759

56,974
177 997

2006
£
65,815
20,759
16
42,949

129,339

The company has entered into various share-based arrangements with third-party inventors and suppliers of

SErvIces

Under Deeds for the Transfer of Iniellectual Property the company has agreed that. in consideration of inventors
assigning and transfermng intellectual property st will make payments 1n cash and grast 10 the inventors options
1o subscribe for shares vesting and excrcisable on vanous dates during a peniod from the date of the Deeds to
the dates of achieving ceriain milestones In event that the share options are not exercised wiihin five years from

the date of the Deeds the opurons will lapse

Using the Ininnsic Method of measuning fur value of the options and having regard to the vesting periods the

expenses recognised in the profit and loss account are as (oliow.

Option-based expenses attributable o
services

The movements in opuions granted o third parties were

Number of
Shares under
option

2007

QOutstanding at ! January
Options granted

Outslanding ot 31 December

Range of exercise pnce of options outstanding at 31 December 2007

Enercise Pnce Range

174
100

274

Average

coniractual hie

n years

£100 50
£400 50

aco7 2006
£ £
Werghted
AVErage e\ercise
price
2006 2007 2006
£ £
162 12759 214 80
12 400 00 400 00
174 290 51 227 59
Average
remaming
expected hife in
years
21
315

-15-




Medical Device Innovations Limited
Notes to the Financial Statements

Year Ended 31 December 2007

11. SHARE-BASED PAYMENTS (contnued)

(b) Share-based plans for executives and employees

Under the Medical Device Innovations Limited 2003 Enterpnse Management Investment Scheme the company
has gronied options to executive directors and sclected employees for them to acquire shares in the company
Under the terms of the Scheme the options lapse on the tenth anniversary of the date of lhe grant

On 30 January 2003 and 23 December 2004 My D Cotuer and Dr P Wall were each granted options lo acquire
shares in the company at an exercise price of 10p per share, the earhest date that such options can be exercised
being the first to occur of o sale of busmess ond assets of the company or the sale of the entire share capital of
the company or the admission of any of the company's shares to be dealt with on a Recognised Investment
eschonge

On 9 March 2007 Mr D Cottier, Dr P Woll and Mr T Kink were each granted options to acquire shares in the
company at an exercise price of 10p per share, the carliest dete that such oplions can be exercised being the first
to accur of a sale of business and assets of the company or the sale of the entire shere capital of the company ar
the admussion of any of the company's shares to be dealt with on a Recogmised Investment exchange

On 6 November 2007 Dr P Wall and Mr T Kink were each pranted opttons under an unapproved share optron
scheme to acquire shares in the company at an exercise price of 10p per share, the carliest date that such aptions
can be exercised being the first Lo ocewr of a sale of business nnd assets of the company or the sale of the entire
share capital of the company. the admission of any of the company’s shares to be dealt with on a Recognised
Investment exchange or the receipt of at least £2 million 1n equity funding

Using the Intninsic Method of measuning fair value of the options and having regard to the vesung penods the
expenses recogmsed in the profit and loss account are as foliow

2007 2006
Oplion-based expenses attnbutable to EMI
options 57,525 10,813

The movements 1a options granted under the Medical Device Innovations Limited 2003 Enterprise Management
Investment Scheme were

Number of Weighted

Shares under average exercise

EMI options price
20a7 2006 2007 2006

£ £

Qutstanding at | January 3,599 4,179 010 -
Opuaons granted 3,952 - c10 -
Options exercised (333} — {010} -
Outstanding at 31 December 7218 4,179 010 -

The weighted average contrzctual hfe and remaining expected life of options awnstanding ot 31 December 2006
were 10 years and 2 years respectively

-16-




Medical Device Innovations Limited

Notes to the Financial Statements

Year Ended 31 December 2007

11.

12.

SHARE-BASED PAYMENTS (conunued)

On 9 March 2007 and 6 November 2007 Mr D Cottier and Mr A Smuth were each granted options under an
unapproved share option scheme to acquire shares 1n the company at an exercise price of 10p per share the
earhest date that such options can be exercised being the first lo occur of a sale of business and assets of the
company or the sale of the entire share capial of the company or the admission of any of the company's shares
to be dealt with on a Recogmised Investment exchange or. in the case of the 6 November 2007 oplions @ receipt
of at teast £2 millien 1n equity funding

2007 2006
£ £
Option-based expenses attnbutable lo
unapproved oplions 28,077 -
Number of
Shares under Weighted
unapproved average exercise
options pnce
2007 2006 2007 2006
£ £
Options granted 1,879 - 010 -
Outstanding at 31 December 1.879 010 -

() Forther mformation on share-based payments

In view of the difficulty 1 measuring directly the fair value of the services recerved from employees and the fair
value of the intellectual property rights that it has acquired. the company has measured the faur value of the
services and intellectual property nghts by reference to the fair value of the options granted

Furthermore, n view of the [act that the company 1s unlisled and there 1s no histoncal data regarchng share price
volauhty, the Inirinsic Mcthod of measuning the fair value of the options has been used Under this method the
company has accounted for the options by recopmising the difference belween the market value of the shares at
the year end and the exercise price of the oplions, so that over the vesung period an expense 15 charged which s
equivalent to the option holder’s pains on exercise

COMMITMENTS UNDER OPERATING LEASES

AL 31 December 2007 the company had annual commitments under nen-cancellable operating leases as set out
below.

Land & Buildmgs
2007 2006
£ £
Operating leases which expire
Within 1 year 4 987 -
Withm 2 to 3 years - 19.946

4 987 19 946

-17-




Medical Device Innovations Limited

Notes to the Financial Statemenis

Year Ended 31 December 2007

13.

14

RELATED PARTY TRANSACTIONS
The company was under the control of Avlar Bioventures Fund 1l Limited Partnership, who owned 88 9% af the
ordmnary share capinl

Dunng the year directors' fees of £10,000 (2006 - £10,000) consultancy fees of £44,208 (2006 - £44.208) and
arrangement fees of £32 498 (2006 - £22,499) were payable to Avlar Bioventures Linnled

At the year end Medical Device Innovations Limited owed £11.833 (2006 - £12.021) 1o Avlm Biaventures
Limited

During the year £8,484 (2006 - £8 637) was paid 1o YTM Private Equity. in respect of momtonnag fces

YFM Private Equity act on behalf of Northwest Business Investment Scheme who are shareholders in the
company

SHARE CAPITAL

Aunthonsed share capital.

2007 2006
£ £
12,000 Ordinary shares of £0 10 each 1,200 1.000
24,000 A Ordinary shares of £0 10 each 2,400 2 400
48.000 B Ordinary shares of £0 10 each 4,800 2200
8,400 5,600
Allotted, called up and fully paid.
2007 2006
No £ No £
Ordwnary shares of £0 10 cach 1 083 108 750 75
A Ordinary shares of £0 10 each 14,001 1 400 14,001 1400
B Ordinary shares of £0 10 each 35,382 3.538 20.575 2,058
50,466 5.047 35,326 3.533

The following fully paid shares were aflotted durtng the year al a premium as shown below
14.807 B Ordimary shares of 10p each at a premtum of £129 20 per share
David Cottier exercised a share option of 333 ordinary shares on 26 February 2007

In the event of a retum of assets the holders of B Ordinary shares are entitled to repayment of the amount of any
premium paid thereon and the par value of such shares in prniorily 1o any premmum and par value paid on the A
Ordinary shares, which in turn are paid 1 pnonty te zny premum pawd on the Orchinary shares and the par value
of the Ordinary shares, any balance of net assets 1s distnbuteble amongst the sharcholders part passu pro rata to
the number of shares held

-18-




Medical Device Innovations Limited

Notes to the Financial Statements

Year Ended 31 December 2007

15

16.

17,

SHARE PREMIUM ACCOUNT

Balance brought forward
Casgh share 1sstie

Balance carmied forward

SHARE OPTIONS RESERVE

Balance brought lorward
Increase in share optian reserve

Exereise of share options during the year

Expury and forfeiture of share options

Balance carried forward

Represented by

Faur value of share options.
167 Ordinary shares of 10p
8,930 Ordinary shares of 10p

PROFIT AND LOSS ACCOUNT

Balance brought forwerd

Loss for the financial year

Exercise of share options n the year
Expiry and forfeiture ol share options

Balance carmcd forward

2007
£
4 071,293
1.923.430

3.994 723

2007
£
107 627
BS 602
(11.622)
(25.284)

156,323

2007
£
(3,912,691)
(1.121 348)
11622
25,284

{4.997 133)

2006
£
3.321 900
749393

4.071,293

107,627

—m

17,450
90,177

107,627

2006
£

(2 848 920)

(1063 7713

(3,912,691)

-19-




Medical Device Innovations Limited
Notes to the Financial Statements

Year Ended 31 December 2007

18 RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS

2007 2006
£ £ £ i

Laoss for the linancial year (1,121.348) {1063,77H)
New equity share capital subscribed 1,314 377
Premium on new share capital subscribed 1923430 749,393

1924.944 749 970
Increase 1n share option reserve £5.602 10813
Net additior/(reduction) to shareholders’
funds 885,198 (302 986)
Opening shareholders' funds 269,762 372.748
Closing shareholders' funds [,138 960 269.762

19. GOING CONCERN
The financial statements have been prepared on a poing concern basis

The Direciors have reviewed the funding positon of the Company for the forward perod and considered the
viasbility of business plans and budgets [or the twelve month perod to June 2009 Further funding will be
required to finance planned expenditure on the development of the Compony's 1P over this perind Talks arc
takung place with potential business partners with the aim of obtaiming further funding from the sale of 1P or
generating income from royallies Talks are also taking place with potential mvestors

The Dhrectors consrder that whilst the likelthood of obtaining the required level of funding 1s uncertam at the
present ume they are aptimistic that sufficient funding wiil be obtmned to enable the Company to continue to
trade with budgeled cvpendsture levels for the period 1o June 2009 Accordingly the Directors consider that the
gong concern basis 15 appropriate for the preparauion of these financial statements
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