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Report of the directors

The directors present their report and the financial statements of the company for the 18 month period
ended 31 December 2011

Principal activity and business review
The principal acuvity of the company during the pertod was the development of medical devices

During the period the company rassed a further £2 0 sulllon of investment funding These funds have been
used to further develop the company's products In 2012 the company has successfully raised a further £17
mullion 1n investment funding and 15 now close to compleung development and testing with a market launch
of the company's products planned for 2013

Directors

The directors who served the company during the period were as follows

J Bradley

1 H Herbert

A S Wight

CIWills

A E Buchan (appomnted 29 December 2010)
C I Webb (appomnrted 1 July 2011)

A Hewrtt {appointed 5 September 2011)
M Wyatt {appointed 17 May 2012)

A C Kibble (resigned 31 July 2011)

B N Blyth (rcsigned 30 Seprember 2011)
2 M French (resigned 18 April 2012)

Directors’ responsibilities statement
The dircctors are responsible for preparnng the Dircctors’ Report and the financial statements 1n accordance
with applicable law and regulations

Company law requires the directors to prepare financial statements for each finanenl year Under that law
the directors have elected to prepare the financial statements 1n accordance with Uniied Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable laws) Under
company law the directors must not approve the financial statements unless they ate satisfied that they give
a true and fair view of the state of affairs and profit ot loss of the company for that penod In preparing these
financml statements, the directors are required to

*  select suttable accounnng policies and then apply them consistently,
L] make judgements and accounting estimates that are reasonable and prudent, and

¢ prepare the financial statements on the going concern basis unless 1t 1s mappropnate to presume that
the company will continue 1n business
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Report of the directors (continued)

Directors’ responsibilities statement (continued)

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company’s transactions and disclose with reasonable accuracy at any time the financial position
of the company and enable them to ensure that the financial staternents comply with the Compames Act
2006 They are also responsible for safeguarding the assets of the company and hence for taking reasonable
steps for the prevenuon and detection of fraud and other irregulaniues

In so far as each of the directors 1s aware

. there 1s no relevant audit information of which the company’s avditor are unaware, and

. the directors have taken all steps that they ought to have taken as directors in order to make themselves
aware of any relevant audit informanon and to establish that the auditor are aware of that information

Auditor

Grant Thornton UK LLP are deemed to be re-appomted under section 487(2) of the Companies Act 2006

Small company provisions

This report has been prepared in accordance with the spectal provisions for small compantes under Part 15
of the Companues Act 2006

BY ORDER OF THE BOARD

G ] Foster
Secretaty
10 January 2013

Wellington House
Wynyard Avenue
Billingham
Cleveland

TS22 5TB
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Independent auditor's report to the members of Femeda
Limited

We have audited the financial statements of Femeda Limited for the eighteen month period ended

31 December 2011 which comprise the profit and loss account, the balance sheet and the related notes
The financial reporting framework that has been applied 1n their preparation 1s applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

This report 1s made solely to the company’s members, as a body, 1n accordance with Chapter 3 of Part 16 of
the Compantes Act 2006 Our audit work has been undertaken so that we might state to the company’s
members those matters we ate required to state to them tn an auditor’s report and for no other purpose To
the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
company and the company’s members as a body, for our audit work, for this report, or for the opinions we
have formed

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilites Statement set out on pages 3 and 4 the directors
are responsible for the preparation of the financial statements and for being satisfied that they give a true and
fatr view Our responsibibity 1s 1o audit and express an opinion on the financial statements 1n accordance
with applicable law and International Standards on Audiung (UK and Ireland) Those standards requuire us
to comply with the Auditing Practices Board’s (APB’s) Ethical Standards for Auditors

Scope of the audit of the financial statements
A description of the scope of an audit of financial statements 1s provided on the APB's website at

www fre org uk/apb/scope/private ¢fm

Opinion on financial statements
In our opinion the financial statements

®  pvea true and fair view of the state of the company’s affairs as at 31 December 2011 and of 1ts loss for
the eighteen month period then ended,

. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, and

. have been prepared 1n accordance with the requirements of the Compantes Act 2006

Emphasis of matter - going concern

In forming our opinion on the financial statements, which 15 not modified, we have constdered the adequacy
of the disclosure made n the accounting policies concerning the company's ability to continue as a going
concern As explamed in the accounting polictes, further funding will be required to enable the company to
meet 1ts obligations as they fall due and this indicates the existence of a matenal uncertainty, which may cast
doubt about the company's ability to continue as a going concern We understand that the directors are in
tegular dialogue with their investors and that the Board 1s satsfied that suffictent funding to enable the
company to meet 1ts debts as they fall due for the foreseeable future, and at least twelve months from the
date of this report, will be forthcommg The financial statements do not, therefore, include the adjustments
that would result 1f the company were unable to conunue as a going concern
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Independent auditor's report to the members of Femeda
Limited (continued)

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the mformation given in the Directors' Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to
teport to you if; 1n our opinion

. adequate accountng records have not been kept, or returns adequate for our audit have not been
teceived from branches not visited by us, or

s the financial statements are not 1 agreement with the accounting records and returns, or
certain disclosures of directors” remuneration specified by law are not made, or
we have not recetved all the information and explanations we require for our audit

S =y SN S VA G

Richard Hobson

Sentor Statutory Auditor

for and on behalf of Grant Thornton UK LLP
Statutory Auditor, Chartered Accountants
Leeds

10 January 2013
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Profit and loss account
18 months
to 31 Year to
December 30 June
2011 2010
Note £ £
Turnover - —
Other operating charges 1 (3,173,391) (982,016)
Operating loss 2 (3,173,391) (982,016)
Interest receivable 8,045 2,864
Loss on ordinary activities before taxation (3,165,346} (979,152)
Tax on loss on ordinary acuvites 5 - 378
Loss for the financial pernod 13 (3,165,346) (978,774)

All of the activities of the company are classed as continuing

The company has ne recogmised gams or losses other than the results for the periods as set out above

The accompanying accounting pahicies and notes form part of these financial statements.
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Balance sheet

31 December 30 June
2011 2010
Note £ L
Fixed assets
Tangtble assets 6 5,606 7,326
Current assets
Debtors 7 38,315 51,549
Cash at bank 759,960 1,415,871
798,215 1,467,420
Creditors amounts falling due wathin one year 8 (344,629) (198,638)
Net cutrent assets 453,586 1,268,782
Total assets less current habthities 459,192 [,276,108
Credrtors: amounts falhing due after more than one year 9 (207,467) (74,660)

251,725 1,201,442

Capital and reserves

Called-up equty share capital 12 110,928 109,440
Share premium account 13 5,416,846 3477332
Share options reserve 13 429,375 154,748
Profit and loss account 13 (5,705,424)  (2,540,078)
Shareholders' funds 14 251,725 1,201,442

The financial statements have been prepared i accordance with the special provisions for small compantes
under Part 15 of the Compantes Act 2006

These financial statements were approved by the directors and authorised for 1ssue on 10 January 2013 and
are signed on thetr behalf by

- ety

] Bradley
Director

Company Registration Number 04585850

The accompanying accounting policies and notes form part of these financial statements.
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Accounting policies

Basis of accounting

The financial statements have been prepared under the historical eost convenuon, and i accordance with
applicable UK accounting standards

The company's business and activities are set cut in the Report of the directors on pages 3 and 4 The
company mects 1ts day to day working capital requirements through investment from third party funders

Despite the current cconomic cimate, the directors believe that the company, once trading comminces later
in 2013, will achieve sigruficant growth within their chosen market and obtain strong levels of profitability
Whilst the product 1s approaching the end of 1ts development phase, the company has relied upon, and
contmucs to rely upon, external investment to meet ats day to day cash requirements On the basts of 1ts
forecasts, and funding commucted to date, there 1s a tisk that the company does not have sufficient cash o
meet its requirements for the next |2 months

The company has instireted a further mvestment round, under wiuch £1 0 milhion was mvested during April
2012 and May 2012 and a further £0 7 mullion 1n December 2012 A further amount of funding will be
required for the company to continue operations throughout 2013

After making enquines, the directors have a clear expectation that the company will obtain the investment
required to enable it to continue in operational existence fot the foresecable future Thete 1s also a clear
expectation that a CE mark accreditation will be obtained in the near future (an application was made n
December 2012)  For these reasons, they conynue to adopt the gomg concern basis in preparning the
financial statements Therefore these financial statements do not include any adjustments that would ansc 1f
the going concern basts of preparauon was not considered appropriate

Cash flow statement

The directors have taken advantage of the exemption n Financtal Reporung Standard No | (Revised 1996)
from including 2 cash flow statement i the financial statements on the grounds that the company 1s small

Research and development
Research and development expenditure 1s written off 1n the year in which 115 incurred
Fixed assets

Fixed assets are stated at cost less depreciation Deprectation 1s provided at rates calculated to write off the
cost of the fixed assets, less their residual value, over their useful expected lives on the following basts

Plant & machinery - 20% per annum

Where the expected future benefit attnburable to the asset in the continuing operattons of the business 1s not
probable, the asset ts written off in the year in which 1t 15 incurred
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Accounting policies (continued)

Foreign currencies

Monetary assets and liabilities 1n foreign currencies are translated into sterling at the rates of exchange ruling
at the balance sheet date Transactions in foreign currencies are translated into sterling at the rate of
exchange ruling at the date of the wransacuon Exchange differences are taken mnto account 1 arnving at the
operatng profit

Share-based payments

The company 1ssues equuity-settled share-based payments to certain employees (including directors)
Equity-settled share-based payments are measured at fair value at the date of grant The fair value
determined at the grant date of the equity-settled share-based payments 1s expensed on a straight-hine basis
over the vesting pertod, together with a corresponding increase n equity, based upon the company's
estimate of the shares that will eventually vest

Where the terms of an equity-sertled transaction are modified, as a munimum an expensc 1s recognised as 1f
the terms had not been modified In addition, an expense 1s recognised for any increase 1n the value of the
transaction as a result of the modificanon, as measured at the date of modification

Where an equity-settled transaction 1s cancelled, 1t 1s treated as tf 1t had vested on the date of the cancellauon,
and any expense not yet recogrused for the transaction 1s recognised immediately However, 1f a new
transacton 15 substituted for the cancelled transacuon, and designated as a replacement transactuon on the
date that it 1s granted, the cancelled and new transactions are treated as 1f they were a modificanion of the
onginal transaction, as described 1n the previous paragraph

The company has 1ssued cash-settled share-based payments to certain employees (including directors)
Cash-settled share-based payments are measured at the fair value of the liability on imitial recognition and 1s
expensed on a straight-hne basts over the vesting period The fair value of the hability 1s re-measured at each
balance sheet date untl settlement Changes as a result of the re-measurement of the fair value are
recognised 1n the profit and loss acecount

Fair value 1s measured using the Black Scholes valuanon model The expected life used in the model has
been adjusted, based on management's best estimate, for the effects of non-transferability, exercise
restrictions and behavioural considerations

Financial instruments

Financial Lkabihines and equaty instruments ate classified according to the substance of the contractual
arrangements cntered into An equity mnstrument 1s any contract that evidences a residual interest 1n the
assets of the ennty after deducting all of 1ts financial habiines

Where the contractual obligations of financial instruments (including share capital) are equivalent to a
similar debt instrument, those financial mmstruments are classed as financial habilives

Grant income

The company recognises grant income over the period to which the grant relates Any balance which has
been received which 1s not recogmsable 1n the profit and loss account 1s considered to be deferred income
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Notes to the financial statements

Other operating charges

Admunistrative expenses

Operating loss

Operatng loss 1s stated after charging/(crediting)

Amorusation of government grants re fixed assets
Research and development expenditure written off
Audttor's remuneration

Audit fees

Tax compliance fecs
Net loss on foreign currency translation
Operaung leases — land & buildings

Particulars of employees

The average number of staff employed by the company duning the financial period amounted o

Number of management staff

The aggregate payroll costs of the above were

Wages and salanes

Social security costs

Equity-setded share-based payments
Cash-settled share-based payments

11

18 months to Year to
31 December 30 June
2011 2010

£ £

3,173,391 982,016

18 months to Year to
31 December 30 June
20 2010

£ £
- {50,634

1,489,628 249,692
10,000 5,000

2,100 3,040

1,013 -

18,000 12,000

18 months to Yeat to
31 December 30 June
2011 2010

No No

5 5

18 months to Yeat to
31 December 30 June
2011 2010

£ L

376,457 220,519
44,628 27,528
274,627 137,793
132,801 74,666
828,513 460,506
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Notes to the financial statements (continued)

Directors

Remuneration n respect of directors was as follows

Emeoeluments

Remuneraton of the highest patd director was as follows

Emoluments

Tax on loss on ordinary activities

(2) Analysis of (credit)/charge in the pertod

Current tax

Corporation tax
Overprovision tn prior year

I otal current tax

{b) Factors affecting current tax (credit)/ charge

The tax assessed on the loss on ordinary acvines for the penod 1s hugher than the standard rate of

corporation tax 1n the UK of 20% (2010 - 21%)

Loss on ordinary activities before taxaton

Loss an ordinary activities mulaplied by the standard rate of corparauon tax

in the UK of 20% (2010 — 21%)
Expenses not deductble for tax purposes

Depreciation for the pentod 1n excess of capital allowances

Adjustments to tax charge 1n respect of previous periods
Unrelieved tax losses

Total current tax (note 5{a})

12
18 months to Year to
31 December 30 June
2011 2010
£ £
360,359 211,151
18 months 1o Yeat to
31 December 30 June
2011 2010
£ L
105,901 98,575
18 months to Year to
31 December 30 june
2011 2010
£ L
- (378)
- (378)
18 months to Year to
31 December 30 June
201 2010
£ L
{3,165,346) (979,152}
(633,069) {205,622)
81,827 44,679
15 (308)
- (378)
551,227 161,251

(378)




Femeda Limited
Financial statements for the eighteen month period ended 31 December 2011 13

Notes to the financial statements (continued)

5 Tax an loss on ordinary activities (continued)

The company has unreheved tax losses carned forward as at 31 December 2011 No deferred tax asset has
been recognised in respect of these tax losses as at 31 December 2011 {or 30 June 2010), as 1t 1s not probable
that there will be suitable taxable profits emerging 1in furure periods against which to relieve them Rehef for
these tax losses will only be recognised 1f 1t becomes probable that suitable taxable profirs will arisc 1n future
petieds The potential deferred tax asset untecogmsed as at 31 December 2011 15 £ 4,918,341 (30 June 2010

- £2,162,205)
6 Tangible fixed assets
Plant & machinery
£
Cost
At 1 July 2010 7,326
Additions 1,174
At 31 December 2011 8.500
Depreciation
At 1 July 2010 -
Charge for the penod 2,894
At 31 December 2011 2,894
Net book value
At 31 December 2011 5,606
At 30 June 2010 7,326
7 Debtors
3
December 30 Junc
2011 2010
£ L
Other debtors 34,257 47550
Called up share capital not pad 1,223 1,223
Prepayments and accrued income 2,835 2,776

38,315 51,549
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Notes to the financial statements (continued)

Creditors: amounts falling due within ene year

3n
December 30 june
2011 2010
£ L
Trade creditors 225,087 17,071
Other creditors 13,992 -
Accruals and deferred income 105,550 181,567
344,629 198,638

Creditors: amounts falling due after more than one year

31 December 30 June
2011 2010
£ £
Liability for cash-settled share-based payments due in more than one year 207,467 74,660

Share-based payments

The company has pranted share options to certain employees of the company Such options are exercisable
at a price established at the date the opuon 1s granted  The exercise pertod commences on the date of grant
and 1f the grants remain unexercised after a period of ten years, the options expire

Equity-settled share-based payments

The optons deemed to have vested fully are idenufied below The mputs into the Black Scholes option
pricing model were

- Expected volaulity 35%

- Expected life 10 years
- Rusk free rare 4%
Class of share Exercise pnice Fair value at date  Options vested at Options vested
of 1ssue 30 June 2010  and remaining at
31 December 2011
Ordmary £587 {588 2,880 2,880

T'he share opuons which have not yet deemed to have vested are detatled below

The vesung penod for these shares 1s deemed to be between 1 2 years and 2 3 years determined by the
specific vesung conditions in the share optrons The total expense of these options will be spread over the
period from grant date to vesting date
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Notes to the financial statements (continued)

Share-based payments (continued)

The company has recognised 2 total expense of 274,627 in the pertod (year ended 30 June 2010 £137,793)
for share options granted

Class of share  Exercise Fair value at date Options granted / :
price of 1ssue (lapsed) during the Opuons held at
penod 31 December 2011
B1 Ordinary £1 £17 131 (5,760) 17,820
B2 Ordinary L1 £17 1131 - 9216
Ordinary £18 £62254 - 1,152
Ordinary 114 186245 63,278 63278

The inputs into the Black Scholes option pricing model were

- Expected volaulity 45%
- Expected hfe 10 years
- Rusk free rate 4%

Fxpected volatihity was determmed by estimating the historical volaulity of sumilar companies in comparable
industries

Cash-settled share-based payments

In the prior year the company granted 23,040 ‘Phantom’ share options which give the parucipant a right to
cash equal to the opuions cancelled under the previous arrangement The company has recognsed a total
expense of £132,801 1n the peniod {year ended 30 June 2010 - £74,666) for these share opuions

Class of share  Exercise Fair value at 31  Options granted  Options held at
price December 2011  during the period 31 December 2011
Phantom shares £587 £1099 - 23,040

The fair value was determined using the Black Scholes option pricing model, with the following inputs
- Expected volaulity 45%

- Expected life 10 years
- Risk free rate 4%,

Expected volatlity was determined by esumaning the historteal volatilhty of simular companies in comparable
industries

Related party transactions

The directors consider that there 1s no ulumate controlling related party
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Notes to the financial statements (continued)

Share capital

Allotted and called up

31 December 2011 30 June 2010

No. £ No £
274,781 Ordimnary shares (2010 - 209,839) of
£0 01 each 274,781 2,748 209,839 2,098
310,802 Ordinary ‘A’ shares (2010 - 230,446)
of {001 each 310,802 3,108 230,446 2,305
10,493,267 Deferred shares of £001 each 10,493,267 104,933 10,493,267 104,933
13,924 (2010 - 10,404) B2 Ordinary shares of
£0 01 each 13,924 139 10,404 104

11,092,774 110,928 10,943,956 109,440

The amounts of paid up share capital for the following categotics of shares differed from the called up share
capital stated above due to vnpaid amounts and wete as follows

31 December 2011 30 June 2010
£ 4
Ordinary shares 1,223 1,223

Duting the perted, the following shares were 1ssued to rase additional captal for the business

- 64,942 Ordinary shares of £001 each
- 80,356 Ordunary 'A’ shares of £0 01 cach
- 3,520 B2 Ordmary shares of £0 01 cach

Total consideration for these share 1ssues was £2,037,693 of which £2,036,205 has been credited to the
share premium account

Reserves
Share premium  Share options Profit and loss
account reserve account
£ £ £
At 1 July 2010 3,477,332 154,748 (2,540,078)
Loss for the pertod - - (3,105,346)
Premium on tssue of new equuty shares 2,036,205 - -
Eapenses (n respect of tssue of new equity shares (96,691} - -
Equity-settled share-based payments charge in pentod - 274,627 -

At 31 December 2011 5,416,846 429,375 (5,705,424)
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Notes to the financial statements (continued)
Reconciliation of movements in shareholders’ funds
18 months to Year to
31 December 30 Junc
2011 2010
£ L
Loss for the financtal period (3,165,346) (978,774)
Issue of equity share capital 1,941,002 1,797,620
Equity-settled share-based payments charge 1n period 274,627 137,793
Net (reduction in)/addiuon to shareholders’ funds (949,717) 956,639
Opening shareholders' funds 1,201,442 244,803
Closing shareholders’ funds 251,725 1,201,442




