






Jean-Charles Tschudin
Non-Executive Director
Mr Tschudin joined the Board in 
November 2007. He has extensive 
experience in the pharmaceutical 
industry at a senior executive level 
on three continents and was recently 
President and Chief Operating Officer 
of Yamanouchi Europe, the largest 
Japanese company in Europe (now 
Astellas). He has also held senior 
positions at Johnson & Johnson, 
Schering-Plough, Syntex and 
Cardinal Health. Mr Tschudin is 
currently Non-Executive Director of 
SkyePharma plc and he also consults 
for the pharma industry.

Penny Freer
Non-Executive Director
Ms Freer has been involved in investment 
banking for 20 years. Most recently 
Head of Equities for Robert W. Baird 
in London, Ms Freer was previously 
responsible for Credit Lyonnais 
Securities’ small and mid cap equities 
activities. In 2004 she co-founded 
Capital Markets Group, an FSA 
authorised corporate advisory and 
investor relations business. She is a 
Director of Capital Markets Group Ltd, 
an international financial communications 
consultancy, and a Non-Executive 
Director of Empresaria Group plc.

Paul Phull
Managing Director, Europe 
and Executive Vice-President 
Sinclair Pharmaceuticals Ltd
Mr Phull has overall responsibility for 
Sinclair Group commercial operations 
and in particular for Sinclair’s own sales 
and marketing companies in Europe. 
In addition, Mr Phull is responsible for 
corporate development, looking for 
acquisition and collaboration opportunities 
on a global basis to develop the 
Company’s commercial objectives. 
Mr Phull is an experienced executive 
in international pharmaceutical 
commercialisation, having worked 
in the healthcare industry for over 
20 years.

Alan Olby
Finance Director 
and Company Secretary
Mr Olby has responsibility for the finance 
operations across the Group, including 
financial reporting, financing and tax 
planning. Mr Olby joined Sinclair in 
September 2005 having gained 
experience in the biotech sector working 
at Xenova Group plc and KS Biomedix plc. 
He qualified as a chartered accountant 
in 1996 and subsequently worked in 
corporate finance at Deloitte, supporting 
public and private companies with due 
diligence, working capital reviews and 
stock exchange transactions. 

Marco Mastrodonato
Executive Vice-President
Mr Mastrodonato has led the 
Business Development, Licensing 
and Products Development Division 
of Sinclair Pharma since the acquisition 
of Propharma Srl by the Company in 
May 2001. He founded Propharma Srl 
in 1999 and invented Gelclair®, 
Aloclair®, Xclair®, Atopiclair®, Sebclair®, 
Dermachronic® (a preservative-free 
range of hypoallergenic toiletries for 
paediatrics), Sinlice, Decapinol® 
Perioapplicator®, Decapinol® gel and 
Decapinol® Toothpaste. Mr Mastrodonato 
founded Protema Spa, an Italian 
agro-chemical company and the 
european operation of an 
international clinical research 
organisation, AAI Pharma Inc. 

Christophe Foucher
General Manager, Sinclair Pharma 
France, Southern Europe Director 
Mr Foucher was appointed General 
Manager in January 2008. In July 2008, 
he was appointed Southern Europe 
Director in charge of operations in 
Italy, Spain and Portugal.

Mr Foucher has 14 years’ experience 
in the pharmaceutical industry at 
senior level in Europe, Africa and Asia. 
Mr Foucher has a doctorate degree in 
Pharmacy, an INSEAD diploma in 
Finance and an MBA from IAE. He is 
fluent in English, French and Italian.

Mike Killeen
Executive Vice President 
North America
Mr Killeen joined following the 
acquisition of Propharma Srl in 
May 2001. At Propharma Srl, 
Mr Killeen held the position of 
Vice President of Sales and Marketing 
for the US and Pacific Rim. Prior to 
joining Propharma Srl, Mr Killeen was 
Director of Sales and Marketing at 
Carrington Laboratories Inc., prior 
to which he was Director of Business 
Development at Horizon Medical Inc.

Senior Management

Top:
Paul Phull

Middle row, left to right:
Alan Olby, Marco Mastrodonato, Christophe Foucher, 

Bottom: 
Mike Killeen

Financial statem
ents

19
Sinclair Pharma plc   

Annual report and accounts 2008

M
anagem

ent and governance
Year in review



20
Sinclair Pharma plc   
Annual report and accounts 2008

The Directors present their annual report on the affairs of the Group, together with the audited financial statements for the year ended 
30 June 2008.

BUSINESS REVIEW and future developments
Sinclair Pharma plc is an international specialty pharmaceutical company. Its sales and marketing operation is already present in France, 
Italy, the UK, Spain and Portugal, and a complementary marketing partner network spans more than 80 countries.

Sinclair has proven expertise in acquiring or developing commercially attractive and undervalued products, registering these products 
and bringing them to market within a short time frame. The Company focuses on niche therapeutic areas and its current portfolio 
includes products for dermatological conditions and oral health.

In addition to the risk factors and key performance indicators laid out below, there can be found further information about the business, 
its strategy, structure, products and the markets in which it competes, and future developments within pages 4 to 19 of this report.

Principal risks and uncertainties
Sinclair Pharma plc is a business that depends on product revenues through its own sales and marketing operations and marketing 
partners, a successful pipeline to build future revenues, other business development activities to generate future revenues, and good 
management of the finances of the Group. The main risks associated with these factors are outlined below. Information on financial 
risk management is set out in note 2 to the financial statements.

Risk associated with commercialised success of products
The Group’s revenues are, and will be, principally from sales of its products. There can be no assurance that current product revenues 
can be maintained or increased in the future. Product sales may be affected by adverse market conditions or other factors including: 
pricing pressures from governments or other authorities, competition from other products, the withdrawal of a product because of a 
regulatory or other reason, the financial or commercial failure of a marketing partner. Manufacturing of the majority of Sinclair products 
is outsourced and supply may be interrupted or products may be recalled should safety or other issues arise. 

Risk associated with pipeline products
Sinclair is currently seeking and will seek in the future, regulatory approval for its pipeline products. Approval of these products within 
the target timeframe or at any time is a risk, as the Company cannot guarantee the safety, efficacy and regulatory pathway of these 
products. Once approved, the commercial success of pipeline products cannot be guaranteed and the returns on the product may 
not be sufficient to cover the costs incurred through its development. The Group may choose to halt development of certain pipeline 
products in adverse financial conditions.

Competition and intellectual property risk
The position of Sinclair’s products in the market is dependent on its ability to obtain and maintain patent and/or trademark protection 
for its products, preserve its trade secrets, defend and enforce its rights against infringement and operate without infringing the 
proprietary or intellectual property rights of third parties. The validity and enforceability of patents and/or trademarks may involve 
complex legal and factual issues resulting in uncertainty as to the extent of the protection provided. The Group’s intellectual property 
may become invalid or expire before or during commercialisation of the product.

Key performance indicators
Sinclair measures its performance according to a wide range of criteria. The main criteria are as follows: 

Key Performance Indicators:	 2008	 2007	 Definition, method of calculation and analysis

EBITDA	 £1.3m	 £(1.1m)	 Sinclair’s goal is to become a sustainably  
		  Before 	 Before 	 profitable specialty pharmaceutical company.  
		  exceptional items	 exceptional items	 2008 was our first profitable full year since IPO

Revenues and revenue growth				    Marketing partner revenue grew by  
Divided into:				    46% in the year, driven by Decapinol® and  
Revenues through marketing partners	 £16.5m		  £11.3m	 dermo-cosmetics in particular. Licence fees from 
				    	 Aloclair® in Europe and Sebclair® in the US also  
					     helped to boost revenues. 
Revenues from own operations	 £13.7m		  £11.8m	 Revenue growth in our own operations was 16%  
					     which was achieved through a good performance 
					     in Italy and helped by the strength of the  
					     Euro against Sterling.

Gross margin	 64.2%	 65.1%	 Sinclair aims to achieve an overall gross margin 
				    for the Group in excess of 65%

Pipeline progress	 7 EU registrations	 1 US registration	 In order to create a platform for future growth,  
			   5 EU registrations	 pipeline development is planned and monitored  
				    with an objective of reaching the market within  
				    three years of starting development 

Directors’ Report
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Year in review

Results, earnings and dividends
The profit for the financial year was £3,338,000 (2007: loss of £4,206,000). The Directors do not recommend a dividend (2007: £nil).

Directors
The Directors of the Company who served during the year were:

Mr RS Harris			  Non-Executive Chairman
Dr MJ Flynn			  Chief Executive Officer
Mr JAP Randall			  Chief Financial Officer
Mr AJ Sinclair			  Non-Executive Director (resigned 3 December 2007)
Mr G Cook			  Senior Independent Director
Ms PA Freer			  Non-Executive Director
Mr J-C Tschudin			  Non-Executive Director (appointed 8 November 2007)

Biographies of the current Directors are detailed on pages 18 and 19. Dr Flynn and Mr Harris retire by rotation, and Dr Flynn will be 
available for reappointment at the AGM. Mr Harris has decided to step down from the Board at the AGM, and accordingly will not 
offer himself for re-election. Details of the resolution to reappoint Dr Flynn are contained in the AGM notice.

Directors’ interests
The interests of the Directors in the Group’s share capital at the date of this report, at 30 June 2008 and at the start of the year were 
as follows:

				  
		  Holding of ordinary shares of 1p at:

							       Date of	 30 June	 30 June  
							       this report	 2008	 2007

Dr MJ Flynn						     10,062,000	10,062,000	 9,409,300
Mr RS Harris						      43,478	 43,478	 43,478
Mr JAP Randall						      787,500	 787,500	 465,000
Mr G Cook						      100,000	 100,000	 100,000
Ms P Freer						      25,000	 25,000	 —
Mr J-C Tschudin						      225,000	 225,000	 —

Dr MJ Flynn’s holding includes 3,030,259 shares held by his wife (2007: 2,490,000). 
Mr RS Harris’s holding of 43,478 shares is held by his wife (2007: 43,478). 
Mr JAP Randall’s holding includes 22,500 shares held by his wife (2007: nil). 
Mr G Cook’s holding of 100,000 shares is held by his wife (2007: 100,000).

Details of the Directors’ share options, warrants and interests in shares held by the ESOT are included in the Directors’ Remuneration Report 
on pages 28 to 33.

Structure of the Company’s capital
The Company’s share capital comprises a single class of 1p ordinary shares, each carrying one vote and all ranking equally with 
each other. At 30 June 2008, the authorised share capital was £1,250,000 comprising 125,000,000 1p ordinary shares. 93,478,980 
1p ordinary shares were allotted and fully paid. There are no restrictions on the transfer of shares in the Company or on voting rights.

Authority to issue and buy back shares
Each year at the AGM the Directors seek authority to allot shares and buy back shares. The authorities, when granted, last for 15 months 
or until the conclusion of the next AGM if sooner. At the last AGM held on 3 December 2007, shareholders gave authority for the Directors 
to allot relevant securities up to £311,597 and to allot for cash, equity securities having a nominal amount not exceeding in aggregate 
£93,479 (being 10% of the issued share capital). Shareholders also gave authority for the Directors to make market purchases of up 
to 9,347,898 shares (being 10% of the issued share capital). The Company did not make use of these authorities during the year.
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Directors’ Report continued

Substantial shareholdings
At 13 October 2008, the Company has been notified (or are otherwise aware) of the following interests in 3% or more of the ordinary 
share capital.

								       Shareholding	 %

Dr MJ Flynn							      10,062,000	 10.71
Fidelity Investments							       9,460,597	 10.07
AXA Framlington Investment Management 							       7,723,230	 8.22
Mr AJ Sinclair							       7,250,000	 7.72
The Sinclair Pharma plc Employee Share Trust 							       6,431,454	 6.85
BlueCrest Capital Management							       6,034,247	 6.43
Paul Capital Partners							       4,000,000	 4.26
Gartmore Investment Management							       3,515,916	 3.74
Eureffect Asset Management							       3,284,831	 3.50
SG Private Banking							       3,114,000	 3.32

Significant agreements
The Companies Act 2006 requires the Company to disclose any significant agreements which take effect, alter or terminate upon 
a change of control of the Company. The Company is not party to any such agreement.

Directors and officers liability insurance
The Company has in place qualifying third party indemnity insurance for all Directors.

Health and safety
The Company acknowledges that the key to successful Health and Safety management requires an effective policy, organisation and 
arrangements, which reflect the commitment of senior management. To sustain that commitment we will continually measure, monitor 
and revise where necessary an annual plan to ensure that Health and Safety standards are adequate.

M �It is the policy of the Company to ensure, so far as is reasonably practicable, the health, safety and welfare of all the employees 
working for the Company. Equally, the Company accepts accept a similar responsibility for the Health and Safety of other persons 
who may be affected by our actions. Every employee has a legal and moral obligation to see that their acts or omissions do not 
place other employees, members of the public or colleagues in jeopardy.

M �The Company regards all Health and Safety legislation as the bare minimum and expects management to achieve their managerial 
targets without compromising Health and Safety.

M �The Company will provide, so far as is reasonably practicable, safe places and systems of work, safe plant and machinery, safe 
handling of materials and substances, the provision of adequate safety equipment and ensure that appropriate information, 
instruction and training is given.

M �The Company will ensure that suitable and sufficient risk assessments are completed as required by statutory legislation and all 
recommendations implemented. When this has been undertaken all relevant employees will be provided with sufficient information 
to enable them to complete their work activity safely.

M �The Company will ensure continued consultation with the workforce to enable all viewpoints and recommendations to be discussed 
at regular intervals.

Research and development
The Group actively reviews technical developments in its markets with a view to taking advantage of the available opportunities to 
maintain and improve its competitive position. The Group has continued to invest in the development of new products during the year, 
details of which can be found in the Business Review on pages 10 to 15.

Payment to suppliers
It is the Group’s policy to abide by the payment terms agreed with suppliers whenever it is satisfied that the supplier has provided 
goods and services in accordance with agreed terms and conditions. The Group’s creditors days outstanding at 30 June 2008 were 
77 days, (2007: 88 days). The Company has negligible trade creditors.

Employees
Our most important asset is our employees. We are committed to developing policies that encourage all employees to achieve their 
greatest potential and to continue to contribute to the success of the Group. We seek to develop employees’ potential by encouraging 
them to attend seminars, training courses, and providing help in seeking necessary professional qualifications to further their careers. 
We operate equal opportunities in recruitment, training and promotion regardless of gender, ethnic origin, nationality or disability.

Every employee qualifies for our share option plans. The conditions and restrictions on qualifying employees are set out on pages 28 and 30 
of the Directors’ Remuneration Report. This ensures that employees are able to share the success of the business as it grows and have 
a sense of ownership. Additionally, we have adaptable personnel policies, enabling flexible working practices including internet access 
from home using broadband and wireless technology.
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Disabled employees
It is our policy to treat applicants and employees with disabilities equally and fairly, and not to discriminate against the disabled 
in recruitment, training, career development and promotion.

Charitable and political donations
There were no charitable or political donations during the year (2007: £nil). 

Statement of Directors’ responsibilities in respect of the Annual Report, the Directors’ Remuneration Report 
and the financial statements
The Directors are responsible for preparing the Annual Report, the Directors’ Remuneration Report and the financial statements 
in accordance with applicable law and regulations.

Company law requires the Directors to prepare financial statements for each financial year. Under that law the Directors have prepared 
the Group and Parent Company financial statements in accordance with International Financial Reporting Standards (‘IFRS’) as adopted 
by the European Union, issued by the IASB. The financial statements are required by law to give a true and fair view of the state of affairs 
of the Company and the Group and of the profit or loss of the Group for that period.

In preparing those financial statements, the Directors are required to:

M �select suitable accounting policies and then apply them consistently;

M �make judgements and estimates that are reasonable and prudent;

M �state that the financial statements comply with IFRS as adopted by the European Union, and IFRS issued by the IASB; and

M �prepare the financial statements on the going concern basis, unless it is inappropriate to presume that the Company and Group 
will continue in business, in which case there should be supporting assumptions or qualifications as necessary.

The Directors confirm that they have complied with the above requirements in preparing the financial statements.

The Directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any time the financial 
position of the Company and the Group and to enable them to ensure that the financial statements and the Directors’ Remuneration 
Report comply with the Companies Act 1985 and, as regards the Group financial statements, Article 4 of the IAS Regulation. They are 
also responsible for safeguarding the assets of the Company and the Group and hence for taking reasonable steps for the prevention 
and detection of fraud and other irregularities.

The Directors are responsible for the maintenance and integrity of the Company’s website (www.sinclairpharma.com) and legislation 
in the United Kingdom governing the preparation and dissemination of financial statements may differ from legislation in other jurisdictions. 

Statement as to Disclosure of Information to Auditors
The Directors, in office at the date of this Report, have each confirmed that:

M so far as they are aware, there is no relevant audit information of which the Company’s auditors are unaware; and

M �each Director has taken all the steps that he/she ought to have taken as a Director to make himself/herself aware of any relevant 
audit information and to establish that the Company’s auditors are aware of that information.

This information is given and should be interpreted in accordance with the provisions of Section 234ZA of the Companies Act 1985.

Independent Auditors
PricewaterhouseCoopers LLP have expressed their willingness to continue in office as auditors and a resolution proposing their 
re-appointment and authorising the Directors to determine their remuneration will be proposed at the AGM.

Annual General Meeting
Details of the Annual General Meeting (AGM) of the Company will be posted to shareholders in due course, including the notice convening 
the AGM, together with explanatory information concerning the resolutions to be proposed.

By order of the Board

Alan Olby
Company Secretary 
31 October 2008 
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Compliance with the Combined Code on Corporate Governance
The Board supports the ideals of the Combined Code on Corporate Governance (the ‘Code’), issued by the Financial Services Authority 
in June 2006. This statement describes how the Company applies the principles of the Code and the Company’s compliance with the 
specific provisions of the Code. The principles set out in the Code cover four areas: the Board, Directors’ remuneration, accountability 
and audit and relations with shareholders. With the exception of the Directors’ remuneration (which is dealt with separately in the 
Directors’ Remuneration Report) the following section sets out how the Board has applied such principles.

The Board considers that it has complied with provisions of the Code throughout the year ending 30 June 2008, unless otherwise 
indicated below. 

Board and Board Committees
The Board of Directors
The Board of the Company is responsible for the Group’s system of corporate governance. At 30 June 2008 the Board comprised six Directors: 
an Executive Chief Executive Officer, Dr MJ Flynn; a Chief Financial Officer, Mr JAP Randall and four Non-Executive Directors including 
the Non-Executive Chairman.

Mr RS Harris is Non-Executive Chairman and Mr G Cook is the Senior Independent Director.

Details of Directors’ service contracts are given in the Directors’ Remuneration Report on page 32.

All the Directors have access to advice and services of the Company Secretary, who is responsible for ensuring that Board procedures 
and applicable regulations under the Company’s Articles of Association or otherwise are complied with. Each Director is entitled, 
if necessary, to seek independent professional advice at the Company’s expense.

Board meetings
The Board of Directors meets at least bi-monthly and has a defined schedule of matters reserved for its decision. It is responsible for 
the overall Group strategy, approval of major capital expenditure projects, and consideration of major financing matters of the Group. 
The Board met six times during the year. All Board members attended each meeting, other than Mr A Sinclair who attended one meeting 
and missed one meeting prior to his resignation, and Mr J-C Tschudin who attended all four meetings following his appointment.

Board Committees
The Board Committees, which are comprised solely of Non-Executive Directors, operate within clearly defined terms of reference and 
report regularly to the Board. The terms of reference of the Board committee’s are available for inspection on the Company’s registered 
website (www.sinclairpharma.com) and at the AGM (for 15 minutes prior to the meeting and during the meeting).

Audit Committee and auditors
The audit committee is composed entirely of independent Non-Executive Directors and is chaired by Mr G Cook and comprises 
Ms P Freer and Mr J-C Tschudin (appointed to the committee on 19 December 2007). Mr RS Harris stood down from the committee 
on 19 December 2007. The committee’s main responsibility is to review any reports from management and the auditors regarding 
the financial statements or the internal control systems implemented throughout the Group along with consideration of both interim 
and annual financial statements. It will also make recommendations to the Board on the appointment of the auditors and their audit 
fee. The Board considers that the members of the Audit Committee possess recent and relevant financial experience. The audit 
committee has unrestricted access to the Group’s auditors. Meetings are also attended, by invitation, to the Chief Executive and 
the Chief Financial Officer, and Finance Director. The audit committee met three times during the year. Each meeting was attended 
by all current members.

The terms of reference of the audit committee include the following responsibilities:

M 	�monitoring the integrity of the financial statements of the Company, and any formal announcements relating to the Company’s 
financial reporting performance, and reviewing financial reporting judgments contained in them;

M 	reviewing the Company’s internal financial controls and reviewing the Company’s internal control and risk management systems;

M 	�establishing and reviewing the Company’s ‘whistle-blowing’ arrangements;

M 	�review and challenge where necessary the Company’s financial statements, before submission to the Board;

M 	�making recommendations to the Board, for it to be put to shareholders for their approval in the AGM, in relation to the appointment, 
re‑appointment and removal of the external auditor and to approve the remuneration and terms of engagement of the external auditor;

M 	�reviewing the need for a separate internal audit function;

M 	�reviewing and monitoring the external auditor’s independence and objectivity and the effectiveness of the audit process, taking into 
consideration relevant professional and regulatory requirements;

M 	�developing and implementing policy on engagement of the external auditor to supply non-audit services, taking into account 
relevant ethical guidance regarding the provision of non-audit services by the external audit firm;

M 	�to review the consistency and application of accounting policies;

M 	�to establish procedures for the receipt, retention and treatment of complaints regarding accounting, internal accounting controls 
and auditing matters;

M 	�to meet with the external auditors at least twice each year; and

M 	�to review any auditors management letters and management’s responses.

Corporate Governance Report
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The Group’s auditors, PricewaterhouseCoopers LLP, provide non-audit services in addition to the provision of audit services. 
In the year ending 30 June 2008, non-audit services provided by PricewaterhouseCoopers LLP comprised advice with regard 
to taxation, International Financial Reporting Standards compliance, financial due diligence and other miscellaneous services. 
Where appropriate the partner managing the provision of non-audit services is different from the partner managing audit services 
and as such the Board believes the auditors remain objective and independent. The Board also considers the level of fees charged 
by PricewaterhouseCoopers LLP is not disproportionate or inappropriate to the size of the business and considers the Company 
therefore compliant with provision C3.2 of the Combined Code with regard to independence and objectivity. 

Nomination Committee
The nomination committee is chaired by Mr RS Harris and comprises Ms P Freer, Mr G Cook and Mr J-C Tschudin (appointed to the 
committee on 19 December 2007). The committee is responsible to the full Board for determining the qualities and experience required 
of the Company’s Executive and Non-Executive Directors and for identifying suitable candidates. In appropriate cases, recruitment 
consultants assist in the process. The Committee is responsible for succession planning. Executive and Non-Executive Directors are 
subject to election by shareholders at the first opportunity after their appointment and to re-election thereafter by the shareholders 
at least every three years. The nomination committee met once during the year, prior to Mr Tschudin’s appointment, the meeting was 
attended by all members.

The terms of reference of the nomination committee include the following responsibilities:

M 	�to review the structure, size and composition of the Board;

M 	�to prepare a description of the role and capabilities required for a particular appointment;

M 	�to identify and nominate candidates required for a particular appointment; and

M 	�to satisfy itself with regard to succession planning.

Remuneration Committee
The Remuneration Committee is made up entirely of independent Non-Executive Directors and is chaired by Ms P Freer and comprised 
Mr G Cook, and Mr J-C Tschudin (appointed to the committee on 19 December 2007). Mr RS Harris stood down from the committee 
on 19 December 2007. The committee is responsible for making recommendations to the Board on remuneration policy for the 
Company’s Executive Directors and the terms of their service contracts, with the aim of ensuring that their remuneration, including 
share options and awards under the Share Schemes, is based both on their own performance and that of the Group generally. 
The remuneration committee will also administer and establish performance targets for the Share Schemes and approve further grants 
or awards under them. In addition, it will advise on the remuneration policy for the Group’s employees. The remuneration committee 
met three times during the year, each meeting was attended by all members.

The terms of reference of the Remuneration Committee include the following responsibilities:

M 	�to determine the framework and policy and the individual packages for the remuneration of the Executive Directors, Chairman 
and members of the executive management;

M 	�to determine targets for any performance-related pay schemes;

M 	�to approve overall remuneration policy;

M 	�to review employee benefit structures; and

M 	�to produce an annual report of the Committee’s remuneration policy.

Appointments to the Board
Appointments to the Board are made on merit and against objective criteria. Care is taken to ensure that appointees have enough 
time to devote to the job. The Board keeps under review, and takes appropriate action, to ensure orderly succession for appointments 
to the Board and to senior management, so as to maintain an appropriate balance of skills and experience within the Company and 
on the Board. The Code provisions require the formation of a Nomination Committee to lead and oversee the application of the Code 
principles as they relate to Board and senior management appointments. 

The Board considers the other significant commitments of Non-Executive Directors prior to appointment, to ensure that they have 
sufficient time to meet what is expected of them, and keeps changes to these commitments under review. The terms and conditions 
of appointment of Non-Executive Directors are available for inspection at the Company’s registered office during normal business 
hours and at the AGM (for 15 minutes prior to the meeting and during the meeting).

Chairman and Chief Executive
The roles of chairman and executive management, led by the Chief Executive Officer, are separated and clearly defined:

a.	� the Non-Executive chairman, Mr RS Harris, is responsible for leadership of the Board, ensuring effectiveness in all aspects of its role, 
setting the Board’s agenda and conducting Board meetings, and ensuring effective communication with shareholders and the 
conduct of shareholders meetings; and

b.	� Executive management are led by the Chief Executive Officer, Dr MJ Flynn, who has been delegated responsibility by the Board for 
the day-to-day management of the Company within the control and authority framework set up by the Board. The levels of authority 
for management are periodically reviewed by the Board and are documented. The Chief Financial Officer, Mr JAP Randall and 
Directors of the Sinclair Pharmaceuticals Limited Board assist the Chief Executive Officer, in managing the business.

The division of responsibility between the chairman and the chief executive is clearly established, set out in writing and agreed by the Board. 



26
Sinclair Pharma plc   
Annual report and accounts 2008

Board balance and independence
The Board includes a balance of Executive and Non-Executive Directors such that no individual or small group of individuals can dominate 
the Board’s decision taking. The size of the Board and balance of skills is considered appropriate for the requirements of the business. 
No one other than the committee chairman and members is entitled to be present at a meeting of the audit, nomination or remuneration 
committees, but others may attend at invitation of the committee.

As a smaller company, Code provision A3.2 requires the Company to have at least two independent Non-Executive Directors. 
The Board considers that Mr RS Harris, Mr G Cook, Ms P Freer, and Mr J-C Tschudin are independent for the reasons set out below. 

The Board has reviewed the independence of the Non-Executive Directors, including an assessment of their overall character and 
approach, and concluded based on the following guiding principles that they are independent throughout the year. They have not 
been previous employees of the Group, have no material business relationships with the Group, are not members of the Company’s 
pension scheme or share option schemes (except for Mr RS Harris), have no close family ties with the Company’s advisers, Directors 
or senior employees, hold no cross directorships linking them with the other Directors, do not represent significant shareholders and, 
in the case of Mr G Cook, Ms P Freer, and Mr J-C Tschudin have served on the Board for less than five years. All the Non-Executive Directors 
have nominal shareholdings in the Company, which the Board considers appropriate without compromising independence. The Board 
considers that Mr RS Harris remains independent even in his capacity as Chairman.

Information and professional development
The Board is supplied in a timely manner with information in a form and of quality appropriate to enable it to discharge its duties. 
The Chief Financial Officer is responsible for ensuring the Directors receive accurate, timely and clear information, which is provided 
by operational management and enhanced or clarified where necessary.

All Directors receive induction on joining the Board and the chairman ensures that Directors continually update their skills and knowledge 
and familiarity with the Company required to undertake their role both on the Board and on Board committees. The Company provides 
the necessary resources for developing and updating its Directors’ knowledge and capabilities.

Under the direction of the Chairman, the Company Secretary’s responsibilities include good information flows within the Board and its 
committees and between senior management and Non-Executive Directors, as well as facilitating induction and assisting with professional 
development as required. The Company Secretary is responsible for advising the Board, through the Chairman, on all governance 
matters and for ensuring that Board procedures are complied with and applicable rules and regulations are followed. The appointment 
and removal of the Company Secretary is a matter for the Board as a whole.

The Directors have access to independent professional advice at the Company’s expense where they judge it necessary to discharge 
their responsibilities as Directors. Committees are also provided with sufficient resources to undertake their duties. 

Announcements
All major announcements are approved by the Chairman, the Executive Directors and panel of senior executive management and then 
circulated to the Board prior to issue. The Group also has internal and external checks to guard against unauthorised release of information.

Performance evaluation
A formal performance review of the Board, audit and remuneration committees and their chairmen were performed during the year by 
a process of self-assessment. In performing these reviews, criteria that were taken into account included the ability of the Director to: 
take the perspective of creating shareholder value; to contribute to the development of strategy and identification of risks; to provide 
clarity of direction to management; to be a source of wise counsel; to bring a broad perspective to discussions and an understanding 
of key issues; to commit the time required to fulfil the role; and to listen to and respect the ideas of fellow Directors and management. 

The senior Non-Executive Director Mr G Cook is responsible for the performance evaluation of the Chairman, taking into account the 
views of the Executive Directors.

Re-election
All Directors are submitted for re-election at regular intervals, subject to continued satisfactory performance. The Board keeps under 
review the need for refreshing the Board and takes appropriate action.

All Directors are subject to election by shareholders at the first AGM after their appointment, and to re-election annually. Non-Executive Directors 
are appointed for specified terms subject to re-election and to Companies Act provisions relating to the removal of a Director.

Accountability
Financial reporting
The Board is responsible for presenting a balanced and understandable assessment of the Company’s position and prospects, extending 
to interim reports and other price-sensitive public reports and reports to regulators as well as to information required to be presented 
by statutory requirements.

Corporate Governance Report continued
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Internal Control
The Directors are responsible for reviewing the effectiveness of the Group’s internal controls on an annual basis. There is an ongoing 
process to identify, evaluate and manage risk, which has been in place throughout the period and up to date of approval, in accordance 
with the Turnbull guidance, and it is regularly reviewed by the Board. The system is designed to manage rather than eliminate risk of 
failure to achieve business objectives. The system includes internal controls covering financial, operational and compliance areas, and 
risk management. There are limitations in any system of internal control, which can provide reasonable but not absolute assurance 
with respect to the preparation of financial information, the safeguarding of assets and the possibility of misstatement or loss. 

The additional key procedures designed to provide an effective system of internal control are the:

M 	�annual review of the control environment and procedures;

M 	�review and update of the Group’s policy and procedures;

M 	�review of external audit plans; 

M 	�review of significant issues arising from the external audit; and

M 	�discussions with management on risk areas identified by the management and the Board.

A risk assessment and review of internal controls was carried out during the year in compliance with the Turnbull guidelines. 
Risks were categorised by level of impact and likelihood of occurrence and for the high impact and high likelihood risks identified, 
the associated internal controls were reviewed and approved by the Board.

Control environment
The Group operates within a control framework developed and strengthened over a number of years and communicated as appropriate 
by a series of written procedures. These lay down accounting and financial control procedures, in addition to controls of a more operational 
nature. The key procedures that Directors have established with a view to providing internal control are as follows:

M 	�the establishment of the organisational structure and the delegated responsibilities of operational management;

M 	�the definition of authorisation limits, including matters reserved for the Board;

M 	�the establishment of detailed operational budgets for each financial year;

M 	�reporting and monitoring performance against budgets and rolling forecasts;

M 	�the security of physical property and computer information;

M 	�establishment and annual review of a Group wide insurance program;

M 	�detailed financial, legal and environmental due-diligence on all acquisitions; and

M 	�the establishment of in-house legal and human resource functions.

The Board has reviewed the need for an internal audit function and, based on advice from the Audit Committee and the relative size 
of the Group, has concluded that for the time being it would not be appropriate to establish an internal audit function.

Relations with Shareholders
The Directors place great importance on maintaining good communications with both institutional and private investors. The Company 
reports formally to shareholders twice a year with the publication of its interim and annual reports. More regular communication is 
provided through the website www.sinclairpharma.com where all press releases are posted. The Executive Directors also present to 
institutional shareholders and analysts at the time of the interim and full year results. Feedback from these meetings is provided to the 
Board through the Company’s brokers. Mr G Cook, the senior independent Director, is available to shareholders if and when required.

The AGM provides an opportunity to communicate with private and institutional shareholders and the Company welcomes their participation. 

Corporate Social Responsibility
The Company operates in the highly regulated pharmaceutical and medical devices sector. Hence every aspect of the products for 
which the Company owns the intellectual property and which are marketed or which are approved for marketing will have gone through 
an approval process overseen by EU, US or other national authorities to ensure their safety and efficacy.

The Company operates in a socially and environmentally responsible manner. Despite being in a relatively low-impact industry, the 
Company, proactively seeks ways of reducing any adverse impact upon our surroundings through recycling schemes, making more 
efficient use of utilities and seeking ways to reduce waste. The Group’s UK offices are designed with energy saving devices and a new 
recycling scheme has significantly increased the amount of paper recycled. In order to reduce unnecessary air travel, video conferencing 
facilities are available to employees. The Group adheres to relevant legislative, regulatory and environmental codes of practice.

Statement of compliance with the provisions of the Combined Code
The Board confirms that throughout the year ended 30 June 2008 the Company has complied with the provisions set out in 
Section 1 of the 2006 Combined Code on Corporate Governance issued by the Financial Services Authority, with the exception 
of C.3.4, a whistleblowing policy was approved by the Audit Committee at its meeting in June 2008 but this was not in place 
throughout the year.
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Introduction
The report sets out the Group’s remuneration policy and details of Directors’ remuneration. A resolution to approve this report will be 
proposed to shareholders at the AGM, details of the resolution may be found in the notice of the meeting which is enclosed with this 
annual report. This report is unaudited other than the sections noted as audited.

Remuneration Committee
The Remuneration Committee (the ‘Committee’) is made up entirely of Independent Non-Executive Directors and is chaired by Ms P Freer. 
The other serving members of the Committee during the year were Mr G Cook, Mr RS Harris, who resigned from the committee on 
19 December 2007 and was replaced by Mr J-C Tschudin. The Committee met twice during the year. Halliwell Consulting (‘Halliwell’), 
who have considerable experience in executive remuneration and share schemes, were appointed by the Committee to provide independent 
advice and analysis on remuneration matters, including the provision of competitive market data. Halliwell assisted the Group on the 
implementation of the Committee’s decisions and on the valuation of share-based payments under IFRS. Halliwell provides no other 
services to the Group.

None of the Committee has any conflicts of interest arising from cross-Directorships or day-to-day involvement in running the 
business The Committee makes recommendations to the board and no Director plays a part in any discussions about his own 
remuneration. A sub-group of the remuneration committee not comprising the Chairman assesses the Chairman’s remuneration.

Remuneration Policy
Executive remuneration packages are designed to attract, motivate and retain Directors and to reward them for enhancing value 
to shareholders. The performance measurement of the Executive Directors’ and key members of senior management and the 
determination of their annual remuneration package is undertaken by the Remuneration Committee. The Board determines the 
remuneration of the Non-Executive Directors.

There are four main elements of the remuneration policy:

M 	basic salaries and benefits in kind;

M 	shares and share option schemes;

M 	bonus scheme; and

M 	pensions.

The Company’s policy is that a substantial proportion of the remuneration of the Executive Directors should be performance related. 
As described below, Executive Directors may earn annual incentive payments in the range between 20% and 80% of their basic salary, 
together with the benefits of participation in share option schemes. Executive Directors are entitled to accept appointments outside 
the Company, providing these are approved by the Committee, but cannot be involved with a competing business except with the 
written consent of the Board. The Executive Directors’ external, remunerated, appointments are listed below.

Director		  Company 	 Remuneration

Dr MJ Flynn		  Axcan Pharma (Ireland) Limited	 £11,221
Mr JAP Randall		  Kinneir Dufort Limited	 £15,200

The Executive Directors also have the following non remunerated appointments: Dr MJ Flynn; Maggiore Ventures Limited, 
Mr JAP Randall; Kinneir Dufort Design Limited, Maggiore Ventures Limited, Avantis UK Limited, Operation Smile UK Limited.

(i) Basic salaries and benefits in kind
The Remuneration Committee, prior to the beginning of each year when an individual may change position or responsibility, determines 
basic salaries. In deciding appropriate levels, the committee considers the Group as a whole and takes into account the performance 
of the individual and the rates for similar positions in comparable companies. Basic salaries were last reviewed in September 2006.

Benefits in kind are not pensionable. Directors are paid a car allowance commensurate with their position within the Company and are 
members of the Group’s health plan schemes covering certain medical, optical and dental procedures.

(ii) Share option schemes
a. Sinclair Pharma plc 2003 Enterprise Management Incentive Share Option Scheme 
The Company operates an approved share option scheme, the Sinclair Pharma plc 2003 Enterprise Management Incentive Share 
Option Scheme (2003 EMI Scheme), pursuant to a resolution of the Board passed on 18 November 2003.

The Committee may grant options under the 2003 EMI Scheme to any number of employees. In order to be qualifying, an employee must:

M 	not own 30% or more of the issued share capital of the Company; and

M 	be employed by the Group for at least 25 hours a week, or, if less, for at least 75% of his working time.

Non-Executive Directors and/or consultants to the Group are not qualifying employees.

Directors’ Remuneration Report
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a. Sinclair Pharma plc 2003 Enterprise Management Incentive Share Option Scheme continued
Performance Conditions
Pursuant to Rule 3.3 of the 2003 EMI Scheme, the exercisability of a Directors’ share option is dependent upon the satisfaction of a 
performance condition. Set out in the table below is the performance conditions that apply to the options granted under the Scheme 
on 20 October 2004 and 4 October 2006.

Level of Performance vs. FTSE All Share Index	 Percentage of options which become exercisable

Below 20% out-performance	 0%
20% out-performance	 20%
Between 21% and 49% out-performance	 Pro-rata between 21% and 49% on a straight line basis
50% out-performance 	 50%
Between 51% and 124% out-performance	 Pro-rata between 51% and 99% on a straight line basis
125% out-performance and above	 100%

Options may be granted at any time other than during a close period or other than at any time when a grant would be in breach of any 
laws or regulations including the Model Code. No option may be granted after the tenth anniversary of the date of commencement of 
the 2003 EMI Scheme. No option may be assigned or transferred in any way, although the executors or personal representatives of a 
deceased option holder may in certain circumstances exercise options held by him. No consideration is payable for the grant of an option. 
The acquisition price payable for each ordinary share on exercise of an option will be determined by the Committee but will be an 
amount which is not less than the market value of an ordinary share at the date of grant. Performance conditions are measured over 
the three year vesting period. If performance conditions have been met, share options can be exercised over the next seven years.

During the year to 30 June 2007, Dr MJ Flynn and Mr JAP Randall were granted 299,149 and 297,030 unapproved share options 
respectively from the 2003 EMI Scheme. No options were granted to the Directors during the year to 30 June 2008. 

b. Sinclair Pharma plc 2003 Executive Incentive Plan
The Company also established the Sinclair Pharma plc 2003 Executive Incentive Plan (EIP) pursuant to a resolution of the Board passed 
on 18 November 2003. The EIP is intended to allow the Company to make performance share awards and grant options, make restricted 
share awards, award stock appreciation rights and cash based long-term incentives, or a combination thereof to senior executives and 
key employees. 

The Committee granted the performance share awards over the following number of shares to Directors in the year ended 30 June 2008, 
Dr MJ Flynn: 223,252 shares, Mr JAP Randall: 179,444 shares. No awards were made under the EIP in the year ended 30 June 2007.

A performance share award is a promise to deliver ordinary shares at the end of the performance period subject to the satisfaction 
of the performance conditions. The right will vest automatically and does not require any action by the award holder. 

An option right is a right to acquire ordinary shares, which is exercisable at the end of the performance period subject to the 
satisfaction of the performance conditions.

A restricted share award is a transfer of ownership of ordinary shares made on terms that the legal title of those ordinary shares 
is conditional upon the satisfaction of the performance conditions at the end of the performance period.

A stock appreciation right is a right to receive a cash award that is calculated based upon a formula linked to the price of ordinary shares 
and which will vest automatically at the end of the performance period subject to the satisfaction of the performance conditions.

A cash based long-term incentive is a right to receive a cash amount at the end of the performance period subject to the satisfaction 
of the performance conditions.

Awards made under EIP are not granted under an HMRC approved share scheme.

At the discretion of the Committee an award may be granted under the 2003 EIP to any Executive Director or employee of the Group 
who is required to devote the whole or substantially the whole of his working time to the Group.

Awards may be made at any time other than a close period or other than at any time when a grant would be in breach of any other 
applicable laws or regulations. No awards will be made more than ten years after the date of the adoption of the EIP. No award may 
be assigned or transferred in any way, although the executors or personal representatives of a deceased participant may in certain 
circumstances benefit from the award. No consideration is payable for the grant of an award.

The performance criteria period will, in the absence of any other period determined by the Committee, be the three consecutive 
financial years commencing with the financial year in which the award is made.
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b. Sinclair Pharma plc 2003 Executive Incentive Plan continued
The Committee will set performance conditions that they consider to be both relevant, stretching and designed to enhance the 
business having regard to the Combined Code and the guidelines and standards of principles published from time to time by the 
Association of British Insurers relating to best practice on share incentive schemes. The performance conditions must be met at the 
end of the performance period for the award to vest. The performance conditions for the awards granted on 25 July 2007 are:

Company’s share price on 25 July 2010					     Percentage of awards which will vest

Below 115p								        0%
115p – 124p								        25%
125p – 139p								        50%
140p – 174p								        75%
175p and above								        100%

The Committee determines at the date of the award, the acquisition price payable for each ordinary share when the award vests under EIP.

c. Replacement and New warrants
Replacement Warrants
On 2 December 2003, the Company and holders of 4,350,000 warrants (‘Old Warrants’) agreed to the issue of Replacement Warrants 
(‘Replacement Warrants’) in exchange for the release of 4,350,000 Old Warrants.

The Replacement Warrants provide the holder with a right to acquire such number of ordinary shares as are equal in amount to ‘target value’. 
Target value was calculated using the following formula:

Number of Old Warrants (or Unapproved Options) held by warrant holder multiplied by the IPO placing price per ordinary share.

Replacement Warrants are denominated in units. On the exercise of each unit of value a corresponding value of ordinary shares 
in the Company may be acquired. The maximum number of ordinary shares which can be acquired under the terms of the 
replacement, warrants shall not exceed the number of ordinary shares that may have been acquired under the terms of the 
Old Warrants. The acquisition price payable for ordinary shares shall be between £0.01 and £0.33 per unit and shall, in aggregate, 
be equal to the acquisition price payable for ordinary shares under the terms of the Old Warrants.

The Company and the holders of the warrants also entered into a joint election under section 4(4)(a) of the UK Social Security 
Contributions and Benefits Act 1992 to transfer legal responsibility for payment of the employers’ national insurance contributions 
to the holders of the Replacement Warrants.

Replacement Warrants are not granted under an HMRC approved share scheme. There are no performance conditions relating 
to replacement warrants.

No further grants of Replacement Warrants have been made since 2 December 2003.

New Warrants
In consideration for the transfer of the employers’ national insurance liability on the Replacement Warrants, a total of 784,875 New Warrants 
were granted on 2 December 2003 to the warrant holders (the ‘New Warrants’). The New Warrants were granted under the same terms 
and the same exercise price as the Replacement Warrants to which they relate.

The Replacement Warrants and new warrants are exercisable in whole or in part at any time.

These warrants shall lapse on the earlier of:

M 	the tenth anniversary of the date of grant; or

M 	the bankruptcy of the warrant holder.

There are no performance conditions relating to new warrants. No further grants of new warrants have been made since 2 December 2003.

Directors’ Remuneration Report continued
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c. Replacement, New and Consultant warrants continued
The Sinclair Pharma plc Employee Share Trust (ESOT)
The ESOT has been established to provide a vehicle through which share incentives and other benefits may be provided to past, 
present or future employees of the Company. The ESOT may for example gift, sell or grant options or warrants over shares to 
employees of the Company. 

On 3 December 2003, the trustees of the ESOT subscribed for 6,034,875 ordinary shares for the aggregate sum of £913,853. 
The trustees have agreed to use these ordinary shares to settle the Replacement Warrants and New Warrants over, in aggregate 
up to 6,034,875 ordinary shares held by Dr MJ Flynn, Mr JAP Randall, Mr ADS Prenn and Mr RS Harris. The trustees have allocated 
the ordinary shares to individual sub-funds in proportion to the warrants in issue for each holder. Further, the trustees have appointed 
an interest in these ordinary shares to the holders of the warrants such that following the exercise of all Replacement and New Warrants 
by a warrant holder; the assets in their sub-funds shall vest in their names absolutely.

Awards granted through ESOT are not granted under an HMRC approved share scheme. The performance conditions relating to awards 
granted through ESOT are listed above in paragraph (ii) (a) Share Option Schemes.

The interests appointed in these sub-funds to individual Directors can be summarised as follows:

								        Number of 
								        ordinary shares

Dr MJ Flynn								        3,448,500
Mr JAP Randall								        1,379,400
Mr RS Harris								        86,214

									         4,914,114

At 30 June 2008 the market value of the ordinary shares held within the Sinclair Pharma plc employee share trust (ESOT) on behalf of 
Directors was £1,781,000.

The interest in trust property shall lapse on the earlier of:

M 	the tenth anniversary of the date of appointment;

M 	the date of cessation of the beneficiary’s employment or Directorship with the Company; or

M 	the bankruptcy of the beneficiary.

The Committee has responsibility for supervising the schemes and the grant of options to Executive Directors under its terms.

d. Interest in Shares
In addition, on 3 December 2003, the trustees subscribed for 1,431,129 ordinary shares in the Company. The trustees appointed 
an interest in these ordinary shares to the following Directors at an exercise price of £1.15. 

								        Number of 
								        ordinary shares

Mr JAP Randall								        1,172,490
Mr RS Harris								        172,425

									         1,344,915

At 30 June 2008 the market value of the interests in ordinary shares held within the Sinclair Pharma plc employee share trust (ESOT) 
was £488,000.

The relevant trust property will vest absolutely to the above beneficiaries after the earliest of the following events:

M 	the day prior to the tenth anniversary of the date of appointment of the interest; or

M 	�as notified to the trustees at the discretion of the Committee, or on any take over, reconstruction, or passing of a resolution for the 
voluntary winding up of the Company.

The trustees may resolve that the interest in the trust property should vest absolutely to the beneficiary prior to the day prior to the 
tenth anniversary of the date of appointment.

The interest in trust property shall lapse on the earlier of:

M 	the tenth anniversary of the date of appointment.

M 	�the date of cessation of the beneficiaries or Directorship with the Company (unless such cessation is by reason of (a) injury, disability, 
retirement or redundancy or (b) be as notified to the trustees at the discretion of the Committee) for any reason, in which case the 
interest will lapse 40 days after such cessation; or

M 	the bankruptcy of the beneficiary.

There are no performance conditions relating to interests in shares.
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(iii) Bonus Scheme
The Committee establishes the objectives that must be met for each financial year if a cash bonus is to be paid. Account is taken of the 
relative success of the different parts of the business for which the Executive Directors are responsible and the extent to which the strategic 
objectives are being met. The Directors’ bonus is based upon profitability and share performance subject to targets being achieved.

(iv) Pensions
The Group operates a defined contribution scheme for the benefit of the Executive Directors and the employees. Both Dr MJ Flynn 
and Mr JAP Randall are members of the Sinclair Pharma plc retirement plan, which is a money purchase scheme. The Group contributed 
20% of their pensionable pay into the scheme during the year. Their dependants are eligible for a lump sum in the event of death in 
service. The assets of the pension scheme are held separately from those of the Group. 

Performance Graph 
The following graph shows the Company’s performance, measured by total shareholder return (TSR), compared with the 
performance of the FTSE Pharma and Biotech Index also measured by TSR. TSR is defined as share price growth and reinvested 
dividend. The FTSE Pharma and Biotech Index has been selected for this comparison because it was deemed to be the most appropriate.

The graph below shows the percentage change in total shareholder return (with dividends reinvested) from 10 December 2003 
(the date of Company’s flotation on AIM) to 30 June 2008.

 

Executive Directors’ contracts
It is the Group’s policy that Executive Directors should have contracts with a rolling term of 12 months providing for a maximum of 
12 months notice by either party. The current contracts for both Dr Flynn and Mr Randall were entered into on 18 November 2003.

In the event of early termination, the Directors’ contracts provide for compensation up to a maximum of basic salary, employer’s 
pension contributions and other benefits in kind for the notice period.

Non-Executive Directors’ contracts
All Non-Executive Directors have specific terms of engagement. Their remuneration is determined by the Board based upon surveys 
of fees paid to Non-Executive Directors of similar companies with similar responsibilities, undertaken by Halliwell. It is the Group’s 
policy that Non-Executive Directors should have contracts with a fixed term of 12 months providing for a maximum of 3 months 
notice by either party.

A basic fee is set for normal duties. Non-Executive Directors are appointed for an initial period of 12 months and subject to continuation 
of satisfactory performance and re-election at the AGM, will be renewed for a further 12 months. Non-Executive Directors are not 
eligible for pensions, incentives or any similar payments other than normal out of pocket expenses incurred on behalf of the business. 
Compensation for loss of office is not payable to Non-Executive Directors.

		   			  Notice period 
		  Date of contract	 Initial period 		  (both parties)

Mr RS Harris	 18 November 2003	 12 months 		  3 months
Mr G Cook	 12 July 2004	 12 months		  3 months
Ms P Freer	 25 January 2006	 12 months		  3 months
Mr J-C Tschudin	 8 November 2007	 12 months		  3 months

Directors’ Remuneration Report continued

Sinclair Pharma Plc v FTSE Pharma and Biotech

140

120

100

80

60

40

20

0
December

2003
June
2004

Sinclair Pharma – TSR FTSE Pharma and Biotech TSR 

December
2004

June
2005

December
2005

June
2006

December
2006

June
2007

June
2008

December
2007

Data provided by Teathers Ltd.



Year in review
M

anagem
ent and governance

Financial statem
ents

33
Sinclair Pharma plc   

Annual report and accounts 2008

Directors’ Emoluments (audited information)

				    Benefits	 2008	 	 2007

			   Salary/Fees	 in kind	 Bonuses	 Total	 Pension	 Total	 Pension 
		   	 £’000 	 £’000 	 £’000 	 £’000 	 £’000 	 £’000 	 £’000

Executive							     
Dr MJ Flynn		  265	 19	 —	 284	 53	 334	 53
Mr JAP Randall		  214	 18	 —	 232	 42	 273	 43
Non-Executive							     
Mr RS Harris		  60	 —	 —	 60	 —	 51	 —
Mr AJ Sinclair*		  14	 —	 —	 14	 —	 29	 —
Mr G Cook		  37	 —	 —	 37	 —	 33	 —
Ms P Freer		  42	 —	 —	 42	 —	 39	 —
Mr J-C Tschudin**		  21	 —	 —	 21	 —	 —	 —

			   653	 37	 —	 690	 95	 759	 96

  *Mr AJ Sinclair resigned on 3 December 2007 
**Mr J-C Tschudin appointed on 8 November 2007

Directors’ Share Options, Warrants and Interests in shares (audited information)
Details of the options, warrants and interests in Sinclair Pharma plc ordinary 1p shares held by Directors are as follows:
		  At	 Granted/	 At 

		  1 July	 (lapsed)	 30 June	 Exercise		  Exercisable

		  2007	 in the year	 2008	 Price (£)		  from		  to

Dr MJ Flynn						    
Replacement warrants	 3,000,000	 —	 3,000,000	 £0.01	 3 December 2003	 2 December 2013
New warrants	 448,500	 —	 448,500	 £0.01	 3 December 2003	 2 December 2013
EMI options	 105,819	 (105,819)	 —	 £0.945	 20 October 2007	 19 October 2014
Unapproved options	 185,165	 (185,165)	 —	 £0.945	 20 October 2007	 19 October 2014
Unapproved options	 299,149	 —	 299,149	 £1.01	 4 October 2009	 3 October 2016
Performance share awards	 —	 223,252	 223,252	 £0.01	 25 July 2010	 24 July 2017
Mr JAP Randall						    
Replacement warrants	 1,200,000	 —	 1,200,000	 £0.01	 3 December 2003	 2 December 2013
New warrants	 179,400	 —	 179,400	 £0.01	 3 December 2003	 2 December 2013
Interest in shares	 1,172,490	 —	 1,172,490	 £1.15	  3 December 2003	 2 December 2013
EMI options	 105,819	 (105,819)	 —	 £0.945	 20 October 2007	 19 October 2014
Unapproved options	 69,311	 (69,311)	 —	 £0.945	 20 October 2007	 19 October 2014
Unapproved options	 297,030	 —	 297,030	 £1.01	 4 October 2009	 3 October 2016
Performance share awards	 —	 179,444	 179,444	 £0.01	 25 July 2010	 24 July 2017
Mr RS Harris						    
Replacement warrants	 75,000	 —	 75,000	 £1.33	 3 December 2003	 2 December 2012
New warrants	 11,214	 —	 11,214	 £1.33	  3 December 2003	 2 December 2013
Interest in shares	 172,425	 —	 172,425	 £1.15	  3 December 2003	 2 December 2013

		  7,321,322	 (63,418)	 7,257,904			 

The market price of the Company’s ordinary shares to which the options relate fluctuated between 32.5p and 127.0p during the year. 
At 30 June 2008, the closing market price of the Company’s ordinary 1p shares was 36.25p.

Approval
This report was approved by the Board of Directors on 31 October 2008 and signed on its behalf:

Ms P Freer
Chairman Remuneration Committee
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We have audited the Group and parent Company financial statements (the ‘financial statements’) of Sinclair Pharma plc for the year ended 
30 June 2008 which comprise the Consolidated Income Statement, the Balance Sheets, the Cash Flow Statements, the Statements 
of Changes in Shareholders’ Equity and the related notes. These financial statements have been prepared under the accounting policies 
set out therein. We have also audited the information in the Directors’ Remuneration Report that is described as having been audited. 

Respective responsibilities of Directors and auditors 
The Directors’ responsibilities for preparing the Annual Report, the Directors’ Remuneration Report and the financial statements 
in accordance with applicable law and International Financial Reporting Standards (IFRSs) as adopted by the European Union 
are set out in the Statement of Directors’ responsibilities. 

Our responsibility is to audit the financial statements and the part of the Directors’ Remuneration Report to be audited in accordance 
with relevant legal and regulatory requirements and International Standards on Auditing (UK and Ireland). This report, including the opinion, 
has been prepared for and only for the Company’s members as a body in accordance with Section 235 of the Companies Act 1985 
and for no other purpose. We do not, in giving this opinion, accept or assume responsibility for any other purpose or to any other 
person to whom this report is shown or into whose hands it may come save where expressly agreed by our prior consent in writing. 

We report to you our opinion as to whether the financial statements give a true and fair view and whether the financial statements and 
the part of the Directors’ Remuneration Report to be audited have been properly prepared in accordance with the Companies Act 1985 
and, as regards the Group financial statements, Article 4 of the IAS Regulation. We also report to you whether in our opinion the information 
given in the Directors’ Report is consistent with the financial statements. The information given in the Directors’ Report includes that 
specific information presented in pages 4 to 19 that is cross referred from the Business Review section of the Directors’ Report. 

In addition we report to you if, in our opinion, the Company has not kept proper accounting records, if we have not received all the 
information and explanations we require for our audit, or if information specified by law regarding Directors’ remuneration and other 
transactions is not disclosed. 

We review whether the Corporate Governance Report reflects the Company’s compliance with the nine provisions of the 
Combined Code (2006) specified for our review by the Listing Rules of the Financial Services Authority, and we report if it does 
not We are not required to consider whether the Board’s statements on internal control cover all risks and controls, or form an 
opinion on the effectiveness of the Group’s corporate governance procedures or its risk and control procedures. 

We read other information contained in the Annual Report and consider whether it is consistent with the audited financial statements. 
The other information comprises only the Highlights, Sinclair at a glance, Products: Oral health, Products: Dermatology, Chairman’s Statement, 
the Business Review, Board of Directors and Senior Management, the Directors’ Report, the Corporate Governance Report, and the 
unaudited part of the Directors’ Remuneration Report. We consider the implications for our report if we become aware of any apparent 
misstatements or material inconsistencies with the financial statements. Our responsibilities do not extend to any other information. 

Basis of audit opinion 
We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing Practices Board. 
An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial statements and 
the part of the Directors’ Remuneration Report to be audited. It also includes an assessment of the significant estimates and judgments 
made by the Directors in the preparation of the financial statements, and of whether the accounting policies are appropriate to the 
Group’s and Company’s circumstances, consistently applied and adequately disclosed. 

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order to provide 
us with sufficient evidence to give reasonable assurance that the financial statements and the part of the Directors’ Remuneration Report 
to be audited are free from material misstatement, whether caused by fraud or other irregularity or error. In forming our opinion we also evaluated 
the overall adequacy of the presentation of information in the financial statements and the part of the Directors’ Remuneration Report to be audited. 

Opinion 
In our opinion: 

M �the Group financial statements give a true and fair view, in accordance with IFRSs as adopted by the European Union, of the state 
of the Group’s affairs as at 30 June 2008 and of its profit and cash flows for the year then ended;

M �the Parent Company financial statements give a true and fair view, in accordance with IFRSs as adopted by the European Union as 
applied in accordance with the provisions of the Companies Act 1985, of the state of the Parent Company’s affairs as at 30 June 2008 
and cash flows for the year then ended; 

M �the financial statements and the part of the Directors’ Remuneration Report to be audited have been properly prepared in accordance 
with the Companies Act 1985 and, as regards the Group financial statements, Article 4 of the IAS Regulation; and

M �the information given in the Directors’ Report is consistent with the financial statements. 

Independent Auditors’ Report
to the members of Sinclair Pharma plc
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Going concern
In forming our opinion on the financial statements we have considered the adequacy of the disclosures made in note 1 of the financial 
statements concerning the ability of the company to continue as a going concern due to the uncertainty associated with the Company’s 
ability to obtain further facilities, or generate additional funds. 

The matters explained in note 1 indicate the existence of a material uncertainty which may cast doubt about the Company’s ability to 
continue as a going concern. The financial statements do not include any adjustments that would result if the Company were unable 
to continue as a going concern. In view of this material uncertainty we consider that it should be drawn to your attention but our 
opinion is not qualified in this respect.

PricewaterhouseCoopers LLP 
Chartered Accountants and Registered Auditors  
Cambridge  
31 October 2008 
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		  2008	 	 2007

				    Pre-	 Exceptional		  Pre-	 Exceptional 
				    exceptional	 items		  exceptional	 items 
				    items	 (note 4)	 Total	 items	  (note 4)	 Total 
			   Note	 £’000	 £’000	 £’000	 £’000	 £’000	 £’000

Revenue		  3	 30,278	 —	 30,278	 23,178	 —	 23,178

Cost of sales			   (10,830)	 —	 (10,830)	 (8,087)	 —	 (8,087)

Gross profit			   19,448	 —	 19,448	 15,091	 —	 15,091

Selling, marketing and distribution costs		  	 (8,444)	 —	 (8,444)	 (7,195)	 —	 (7,195)

Administrative expenses		  	 (11,803)	 2,997	 (8,806)	 (10,375)	 (1,467)	 (11,842)

Operating profit/(loss)			   (799)	 2,997	 2,198	 (2,479)	 (1,467)	 (3,946)

Finance income		  7	 67	 380	 447	 95	 —	 95

Finance costs		  7	 (741)	 (330)	 (1,071)	 (129)	 —	 (129)

(Loss)/profit before taxation			   (1,473)	 3,047	 1,574	 (2,513)	 (1,467)	 (3,980)

Taxation		  8	 410	 1,354	 1,764	 (226)	 —	 (226)

(Loss)/profit for the year		  	 (1,063)	 4,401	 3,338	 (2,739)	 (1,467)	 (4,206)

Attributable to:							     

Minority interest			   1	 —	 1	 2	 —	 2

Equity holders of the Company			   (1,064)	 4,401	 3,337	 (2,741)	 (1,467)	 (4,208)

			   	 (1,063)	 4,401	 3,338	 (2,739)	 (1,467)	 (4,206)

							     

(Loss)/earnings per share (basic)		  10	 (1.2)p	 5.0p	 3.8p	 (3.2)p	 (1.6)p	 (4.8)p

(Loss)/earnings per share (diluted) 		  10	 (1.2)p	 4.8p	 3.6p	 (3.2)p	 (1.6)p	 (4.8)p

The notes on pages 40 to 64 are an integral part of these consolidated financial statements.

Consolidated Income Statement 
for the year ended 30 June 2008
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Balance Sheets 
at 30 June 2008 

						      Group	 	 Company

						      2008 	 2007 	 2008 	 2007 
					     Note	 £’000 	 £’000 	 £’000 	 £’000

Non-current assets 					   

Goodwill				    11	 48,110	 43,418	 —	 —

Intangible assets				    12	 14,811	 10,042	 885	 953

Investments				    14	 —	 —	 70,599	 60,047

Property, plant and equipment				    13	 1,827	 1,976	 —	 —

Non-current tax assets				    19	 708	 1,512	 —	 —

Other non-current assets					     317	 78	 —	 —

					     	 65,773	 57,026	 71,484	 61,000

Current assets					   

Inventories				    15	 3,380	 2,163	 —	 —

Trade and other receivables				    16	 14,469	 7,800	 37	 7,786

Current tax receivable				    	 1,580	 22	 —	 —

Cash and cash equivalents					     1,052	 2,791	 —	 398

						      20,481	 12,776	 37	 8,184

Total assets					     86,254	 69,802	 71,521	 69,184

Current liabilities					   

Financial liabilities – borrowings				    18	 (3,108)	 (567)	 (913)	 (101)

Trade and other payables				    17	 (11,666)	 (7,134)	 (685)	 (482)

Deferred income				    	 (566)	 (423)	 —	 —

Current tax liabilities					     (86)	 (66)	 —	 —

					     	 (15,426)	 (8,190)	 (1,598)	 (583)

Non-current liabilities					   

Financial liabilities – borrowings				    18	 (4,140)	 (709)	 (1,426)	 (384)

Non-current tax liabilities				    19	 —	 (1,146)	 —	 —

Deferred income					     (357)	 (822)	 —	 —

Other non-current liabilities				    	 —	 (547)	 —	 (547)

						      (4,497)	 (3,224)	 (1,426)	 (931)

Total liabilities				    	 (19,923)	 (11,414)	 (3,024)	 (1,514)

Net assets					     66,331	 58,388	 68,497	 67,670

Equity					   

Share capital				    21	 935	 935	 935	 935

Share premium account					     21,472	 21,472	 21,472	 21,472

Merger reserve					     50,474	 50,474	 55,574	 55,574

Other reserves				    24	 4,198	 271	 686	 686

Retained deficit					     (10,760)	 (14,775)	 (10,170)	 (10,997)

Total shareholders’ equity					     66,319	 58,377	 68,497	 67,670

Minority equity interests				    14	 12	 11	 —	 —

Total equity					     66,331	 58,388	 68,497	 67,670

The notes on pages 40 to 64 are an integral part of these consolidated financial statements.

Approved by the Board of Directors on 31 October 2008.

Dr MJ Flynn					   
Chief Executive Officer					   
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							       Attributable 		   
							       to equity 		   
		  Share 	 Share 	 Merger 	 Other 	 Retained 	 holders of 	 Minority 	 Total  
		  capital 	 premium 	 reserve 	 reserves 	 deficit 	 the parent 	 interest 	 equity  
Group 	 £’000 	 £’000 	 £’000 	 £’000 	 £’000 	 £’000 	 £’000 	 £’000 

Balance at 1 July 2006	 933	 21,386	 50,404	 749	 (10,807)	 62,665	 5	 62,670

Exchange differences arising  
on translation of overseas subsidiaries 	 —	 —	 —	 (478) 	 —	  (478) 	 —	  (478) 

Net gain recognised directly in equity 	 —	 —	 —	 (478) 	 —	 (478) 	 —	 (478)

Loss for the year 	 —	 —	 —	 —	 (4,208)	  (4,208) 	 2 	 (4,206) 

Total recognised  
(expense)/income for the year 	 —	 —	 —	 (478) 	 (4,208) 	 (4,686) 	 2 	 (4,684)

Share-based payments –  
value of employee services 	 —	 —	 —	 —	 240 	 240 	 —	 240

Options and warrants exercised 	 1 	 86 	 —	 —	 —	 87 	 —	 87

Shares issued on purchase of minority interest 	 1 	 —	 70 	 —	 —	 71 	 4 	 75

Balance at 30 June 2007	 935 	 21,472 	 50,474 	 271 	 (14,775) 	 58,377 	 11 	 58,388 

Exchange differences arising  
on translation of overseas subsidiaries	 —	 —	 —	 3,927	 —	 3,927	 —	 3,927

Net income recognised directly in equity	 —	 —	 —	 3,927	 —	 3,927	 —	 3,927

Profit for the year	 —	 —	 —	 —	 3,337	 3,337	 1	 3,338

Total recognised income for the year	 —	 —	 —	 3,927	 3,337	 7,264	 1	 7,265

Share-based payments –  
value of employee services	 —	 —	 —	 —	 678	 678	 —	 678

Balance at 30 June 2008	 935	 21,472	 50,474	 4,198	 (10,760)	 66,319	 12	 66,331

									         Attributable  
									         to equity  
				    Share 	 Share	 Merger	 Other	 Retained	 holders of 
				    capital 	 premium	 reserve	 reserves	 deficit	 the parent 
Company			   £’000 	 £’000 	 £’000 	 £’000 	 £’000 	 £’000

Balance at 1 July 2006 			   933	 21,386	 55,504	 686	 (2,573)	 75,936

Loss for the year 			   —	 —	 —	 —	 (8,664) 	 (8,664) 

Total recognised expense for the year 			   —	 —	 —	 —	 (8,664) 	 (8,664)

Share-based payments – value of employee services 			   —	 —	 —	 —	 240	 240

Options and warrants exercised 			   1	 86 	 —	 —	 —	 87

Shares issued on purchase of minority interest 			   1	 —	 70 	 —	 —	 71

Balance at 30 June 2007			   935 	 21,472 	 55,574 	 686 	 (10,997) 	 67,670 

Profit for the year			   —	 —	 —	 —	 149	 149

Total recognised income for the year			   —	 —	 —	 —	 149	 149

Share-based payments – value of employee services			   —	 —	 —	 —	 678	 678

Balance at 30 June 2008			   935	 21,472	 55,574	 686	 (10,170)	 68,497

The notes on pages 40 to 64 are an integral part of these consolidated financial statements.
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						      Group	 	 Company

						      2008 	 2007 	 2008 	 2007 
					     Note 	 £’000 	 £’000 	 £’000 	 £’000 

Cash flows from operating activities				  

Net cash outflow from operations				    25	 (3,250)	 (1,185)	 (4,687) 	 (2,787)

Interest paid					     (281)	 (68)	 (135)	 (36)

Interest paid on finance leases					     (41)	 (43)	 —	 —

Taxation paid					     (124)	 (303)	 —	 —

Net cash used in operating activities					     (3,696)	 (1,599)	 (4,822) 	 (2,823)

Investing activities				  

Interest received					     67	 115	 1,472	 48

Purchases of property, plant and equipment					     (166)	 (444)	 —	 —

Proceeds from sale of property, plant and equipment					     47	 74	 —	 —

Purchase of intangible assets				    	 (3,907)	 (952)	 —	 —

Proceeds from sale of product rights					     —	 1,315	 —	 —

Repayment of intra-group loan					     —	 —	 1,419	 539

Payment of contingent consideration regarding Groupe CS Dermatologie		  	 (223)	 —	 (223)	 —

Acquisition of subsidiary undertaking, net of cash acquired				    (14)	 (612)	 (14)	 (1,324)

Net cash used in investing activities					     (4,196)	 (504)	 2,654 	  (737)

Financing activities				  

Repayments of obligations under finance leases					     (156)	 (103)	 —	 —

Proceeds from borrowings				    	 5,370	 506	 1,780	 510

Repayments of borrowings					     (653)	 (184)	 (393)	 (25)

Proceeds from issue of share capital					     —	 88	 —	 88

Net cash from financing activities				    	 4,561	 307	  1,387	  573

Net decrease in cash, cash equivalents and bank overdrafts				    (3,331)	 (1,796)	 (781) 	 (2,987)

Cash, cash equivalents and bank overdrafts at 1 July				    	 2,604	 4,470	 398	 3,385

Exchange gains/(losses) on cash and bank overdrafts 					     373	 (70)	 —	 —

Cash, cash equivalents and bank overdrafts at end of year				    (354)	 2,604	 (383) 	 398

Cash, cash equivalents and bank overdrafts includes:				  

Cash and cash equivalents					     1,052	 2,791	 21	 398

Bank overdrafts 					     (1,406)	 (187)	 (404)	 —

Cash, cash equivalents and bank overdrafts				    	 (354)	 2,604	  (383)	 398

The notes on pages 40 to 64 are an integral part of these consolidated financial statements.

Cash Flow Statements
for the year ended 30 June 2008
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1. Accounting Policies
The principal accounting policies adopted in the preparation of these financial statements are set out below.

Basis of preparation
The financial statements have been prepared in accordance with International Financial Reporting Standards (‘IFRS’) and International 
Financial Reporting Interpretations Committee (‘IFRIC’) interpretations adopted by the European Union and with those parts of the 
Companies Act 1985 applicable to companies reporting under IFRS. The financial statements have been prepared on the going concern 
basis, under the historical cost convention as modified to fair value for certain financial assets and liabilities. 

The preparation of financial statements in conformity with generally accepted accounting practice requires the use of estimates and 
assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and the reported amounts 
of revenues and expenses during the reporting period. Although these estimates are based on management’s best knowledge of the 
amount, event or actions, actual results ultimately may differ from these estimates.

Going Concern
The Group had cash balances of £1.1m at 30 June 2008, and had a net cash outflow of £3.3m during the year. The Directors expect 
a further net cash outflow in the six months to 31 December 2008 and recognise that there will be a need to have increased facilities. 

The financial statements have been prepared on the going concern basis which assumes that the Group will continue in operational 
existence for the foreseeable future. The Directors have reviewed the working capital requirements of the Group for the next 12 months, 
and are confident that the further facilities required can be obtained. The Directors have also identified a number of steps that could 
be taken to improve the working capital situation, should the further facilities not be available in the timeframe required. The financial 
statements do not reflect any adjustments that would be required if they were to be prepared on a basis other than the going concern basis.

Accounting Developments
a. Standards, and interpretations effective in 2008
IFRS 7 ‘Financial instruments: Disclosures’ and the complimentary amendment to IAS1 ‘Presentation of financial statements – 
Capital disclosures’ introduces new disclosures relating to financial instruments and does not have any impact on the classification 
and valuation of the Group’s financial instruments, or the disclosures relating to taxation and trade and other payables. Disclosures 
have been presented within the financial statements accordingly.

IFRIC 8 ‘Scope of IFRS 2’, requires consideration of transactions involving the issuance of equity instruments where the identifiable 
consideration received is less than the fair value of the equity instruments issued in order to establish whether or not they fall within 
the scope of IFRS 2. This standard does not have any impact on the Group or Company’s financial statements.

IFRIC 10 ‘Interim financial reporting and impairment’, prohibits impairment losses recognised in an interim period on goodwill 
and investment sin equity instruments and in financial assets carried at cost to be reversed at a subsequent balance sheet date. 
This standard does not have any impact on the Group or Company’s financial statements.

IFRIC 11, ‘IFRS 2 – Group and treasury share transactions’, provides guidance on whether share-based transactions involving treasury 
shares or involving group entities (for example, options over a parent’s shares) should be accounted for as equity-settled or cash-settled 
share-based payment transactions in the stand-alone accounts of the Parent and Group Companies. This interpretation does not have 
any impact on the Group or Company’s financial statements.

b. Standards, and interpretations effective in 2008 but not relevant
The following standards and interpretations are mandatory for the first time but are not relevant to the Group’s operations:

IFRS 4, ‘Insurance contracts’; and

�IFRIC 9 ‘Re-assessment of embedded derivatives’.

c. Standards, amendments and interpretations to existing standards that are not yet effective and have not been adopted early by the Group
The following new standards, amendments to standards and interpretations have been issued, but are not effective for the financial 
year ended 30 June 2008 and have not been early adopted: 

IFRS 8, ‘Operating segments’, effective for annual periods beginning on or after 1 January 2009. IFRS 8 replaces IAS 14, ‘Segment reporting’, 
and requires a ‘management approach’ under which segment information is presented on the same basis as that used for internal 
reporting purposes. The expected impact is still being assessed in detail by management.

IAS 23 (amendment), ‘Borrowing costs’, effective for annual periods beginning on or after 1 January 2009. This amendment is not 
relevant to the Group as the Group currently applies a policy of capitalising borrowing costs. 

�IFRS 2 (amendment) ‘Share-based payment’, effective for annual periods beginning on or after 1 January 2009. Management is assessing 
the impact of changes to vesting conditions and cancellations on the Group’s financial statements. 

IFRS 3 (amendment), ‘Business combinations’ and consequential amendments to IAS 27, ‘Consolidated and separate financial statements’, 
IAS 28, ‘Investments in associates’ and IAS 31, ‘Interests in joint ventures’, effective prospectively to business combinations for which the 
acquisition date is on or after the beginning of the first annual reporting period beginning on or after 1 July 2009. Management is assessing 
the impact of the new requirements regarding acquisition accounting, consolidation and associates on the Group.

IAS 1 (amendment), ‘Presentation of financial statements’, effective for annual periods beginning on or after 1 January 2009. 
Management is in the process of developing proforma accounts under the revised disclosure requirements of this standard. 

IAS 32 (amendment), ‘Financial instruments: presentation’, and consequential amendments to IAS 1, ‘Presentation of financial statements’, 
effective for annual periods beginning on or after 1 January 2009. This is not relevant to the Group, as the Group does not have any 
puttable instruments. 

Notes to the Financial Statements 
for the year ended 30 June 2008
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1. Accounting Policies continued
d. Interpretations to existing standards that are not yet effective and not relevant for the Group’s operations
The following interpretations to existing standards have been issued and are mandatory for the Group’s accounting periods beginning 
on or after 1 January 2008 but are not relevant for the Group’s operations: 

IFRIC 12, ‘Service concession arrangements’.;

IFRIC 13, ‘Customer loyalty programmes’; 

IFRIC 14, ‘IAS 19 – the limit on a defined benefit asset, minimum funding requirements and their interaction’;

IFRIC 15, ‘Agreement for the construction of real estate’; and

IFRIC 16, ‘Hedges of a net investment in a foreign operation’. 

Basis of consolidation
The consolidated financial statements of Sinclair Pharma plc incorporate the financial statements of the Company and its subsidiaries. 
Subsidiaries are fully consolidated from the date on which power to control is transferred to the Group. Control is achieved where the 
Group has the power to govern the financial and operating policies of an entity so as to obtain benefits from its activities. They are 
de‑consolidated from the date on which control ceases. 

The acquisition method of accounting is applied to all business combinations made by the Group. The cost of an acquisition is measured, 
as the fair value of the assets purchased, equity instruments issued and liabilities incurred or assumed at the date of exchange, plus 
costs directly attributable to the acquisition. Identifiable assets acquired and liabilities and contingent liabilities assumed in a business 
combination are measured initially at their fair values on the date of acquisition, irrespective of the extent of the extent of any minority 
interest. The excess of the cost of the acquisition over the fair value of the Group’s share of identifiable net assets, including intangible 
assets acquired, is recorded as goodwill. If the cost of acquisition is less than the fair value of the Group’s share of net assets of the 
subsidiary acquired, the difference is recognised directly in the income statement.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring accounting policies used into line with 
those used by the Group. On consolidation, all intra-group transactions, balances, income and expenditure are eliminated.

Joint ventures
Entities that are jointly controlled are consolidated using the proportionate consolidation method on a line by line basis which combines 
the Group’s assets, liabilities, income and expenses with the Group’s share of assets, liabilities, income and expenses of the joint 
venture in which the Group has an interest.

Segment reporting 
The Group’s primary segment for reporting is by business segment: a group of assets and operations engaged in providing products 
or services that are subject to risks and returns that are different from those of other business segments. The Group operates in 
two business segments, sales through marketing partners and direct sales. Geographic location of assets are the Group’s secondary 
reporting segments. A geographic segment is engaged in providing products or services within a particular economic environment 
that are subject to risks and returns which are different from those of segments operating in other economic environments. 

Foreign currency translation
Items included in the financial statements of each of the Group’s entities are measured using the functional currency of the primary 
economic environment in which the entity operates (the ‘functional currency’). The consolidated financial statements are presented 
in Sterling, which is the Company’s and the Group’s functional and presentational currency. Transactions in foreign currencies are 
translated into the functional currency at the rate of exchange ruling at the date of transaction. Monetary assets and liabilities denominated 
in foreign currencies at the balance sheet date are translated at the rates of exchange prevailing at that date. Gains and losses arising 
on translation are included in the income statement. The results of operations that have a functional currency different from the 
presentational currency are translated at the average rate of exchange during the period and their balance sheets at the rates ruling at 
the date of the balance sheet. Exchange differences arising on translation from 1 July 2005 are taken directly to a separate component 
of equity, the cumulative translation reserve. Exchange differences on intra-group loan balances are taken to the income statement, 
unless they are considered long-term equity type investments.

Revenue recognition
Revenue from product sales is recognised upon shipment to customers. Provisions for rebates, product returns and discounts to 
customers are provided for as reductions to revenue in the same period as the related sales occurred. Royalties receivable under 
licensing agreements are recognised as they are earned and are recorded within revenue. The recognition of other payments received 
and receivable, such as licence fees, upfront payments and milestones, is dependent on the terms of the related arrangement, having 
regard to the ongoing risks and rewards of the arrangement, and the existence of any performance or repayment obligations, if any, 
with the third party. Amounts received and receivable are recognised immediately as revenue where there are no substantial remaining 
risks, no ongoing performance obligations and amounts received are not refundable. Amounts are deferred over an appropriate period 
where these conditions are not met.
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1. Accounting Policies continued
Goodwill
Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s share of the identifiable net assets, 
including intangible assets, of the acquired subsidiary at the date of acquisition. Goodwill is tested annually for impairment and 
carried at cost less accumulated impairment losses. Gains and losses on the disposal of an entity include the carrying amount of 
goodwill relating to the entity sold. Goodwill arising on the acquisition of a foreign entity is treated as an asset of the foreign entity 
denominated in foreign currency and translated at the balance sheet date according to the rate of exchange prevailing at that date.

Intangible assets 
a. Licences and trademarks
Licences and trademarks including product distribution rights and technical dossiers are recognised at cost. They have a definite useful 
life and are carried at cost less accumulated amortisation. Amortisation is calculated using the straight-line method to allocate the cost 
over their estimated useful lives (10 to 18 years).

b. Research and development
Research expenditure is recognised as an expense as incurred. Costs incurred on development activities are recognised as intangible 
assets when it is probable that the project will be a success, considering its commercial and technological feasibility, status of 
regulatory approval, and costs can be measured reliably. Other development expenditure is recognised as an expense as incurred. 
Development costs previously recognised as an expense are not recognised as an asset in a subsequent period. Development costs 
that have a finite useful life and that have been capitalised are amortised from the date of regulatory approval of the product on a 
straight-line basis over the period of its expected benefit, not exceeding ten years.

Property, plant and equipment
All property, plant and equipment is shown at cost less accumulated depreciation and impairment. Cost includes expenditure that 
is directly attributable to the acquisition of the assets.

Subsequent costs are included in the assets’ carrying amount or recognised as a separate asset, as appropriate, only when it is 
probable that future economic benefits associated with the item will flow to the Group and the cost of the item can be measured 
reliably. All other repairs and maintenance are charged to the income statement during the financial period in which they are incurred.

Land is not depreciated. Depreciation on other assets is calculated using the straight-line method to write off the cost of each asset 
to its residual value over its estimated useful life as follows:

M 	Freehold buildings over 15 to 45 years;

M 	Leasehold improvements expensed over period of lease;

M 	Office equipment depreciated at 15% to 50% per year; and

M 	Motor vehicles are depreciated at 20% per year.

The assets residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date.

Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned assets or where shorter, 
over the term of the relevant lease.

Investments in subsidiary undertakings
Investments in subsidiary undertakings are carried at cost less impairment provision. Such investments are subject to review, and any 
impairment is charged to the income statement.

Impairment of tangible and intangible assets excluding goodwill
Annually, the Group reviews the carrying amounts of its tangible assets where those assets have infinite lives, and intangible assets 
to determine whether there is any indication that those assets have suffered an impairment loss. If any such indication exists, the 
recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if any). Where the asset does 
not generate cash flows that are independent from other assets, the Group estimates the recoverable amount of the cash-generating 
unit to which the asset belongs. 

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated future cash 
flows are discounted to their present value using a pre-tax discount rate that reflects current assessments of the time value of money 
and the risks specific to the asset for which the estimates of future cash flows have not been adjusted. If the recoverable amount of an 
asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying amount of the asset (cash-generating unit) 
is reduced to its recoverable amount. An impairment loss is recognised as an expense immediately. 

Where an impairment loss subsequently reverses, the carrying value of the asset (cash-generating unit) is increased to the revised estimate 
of its recoverable amount, provided that the increased carrying amount does not exceed the carrying amount that would have been 
determined had no impairment loss been recognised for the asset (cash-generating unit) in prior periods. A reversal of an impairment 
loss is recognised as income immediately.

Inventories
Inventories are valued at the lower of cost and net realisable value. Cost comprises materials, direct labour and a share of production 
overheads if appropriate at the relevant stage of production. Provision is made for obsolete, slow-moving or defective items where 
appropriate. Net realisable value is determined at the balance sheet date on commercially saleable products based on estimated 
selling price less all further costs to completion and all relevant marketing, selling and distribution costs. 
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1. Accounting Policies continued
Borrowings 
Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently stated at amortised cost; 
any difference between the proceeds (net of transaction costs) and the redemption value is recognised in the income statement over 
the period of the borrowings using the effective interest method. 

Taxation
The tax expense represents the sum of the tax currently payable and deferred tax. The tax currently payable is based on taxable profit 
for the period. Taxable profit differs from net profit as reported in the income statement because it excludes items of income and expenses 
that are taxable and deductible in other periods and it further excludes items that are never taxable or deductible. The Group’s liability 
for current tax is calculated using tax rates that have been enacted or substantively enacted by the balance sheet date. 

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of assets and liabilities 
in the financial statements and the corresponding tax bases used in the computation of taxable profit, and is accounted for using 
the balance sheet liability method. Deferred tax liabilities are generally recognised for all taxable temporary differences and deferred 
tax assets are recognised to the extent that it is probable that taxable profits will be available against which deductible temporary 
differences can be utilised. Such assets and liabilities are not recognised if the temporary difference arises from goodwill or the initial 
recognition (other than a business combination) of other assets and liabilities in a transaction that affects neither the taxable profit 
nor the accounting profit. 

Deferred tax liabilities are recognised for taxable temporary differences arising from investments in subsidiaries and interests in joint 
ventures, except where the Group is able to control the reversal of the temporary difference and it is probable that the temporary 
difference will not reverse in the foreseeable future. The carrying amount of deferred tax assets are reviewed at each balance sheet 
date and reduced to the extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the 
asset to be recovered. 

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or the asset is realised. 
Deferred tax is charged or credited in the income statement, except when it relates to items charged or credited directly to equity, 
in which case the deferred tax is also dealt with in equity.

Leases
Leases, including hire purchase contracts, are classified as a finance lease whenever the terms of the lease transfer substantially all the 
risks and rewards of ownership to the lessee. All other leases are classified as operating leases. Assets held under finance leases and 
hire purchase contracts are capitalised and included in property, plant and equipment at fair value. Each asset is depreciated over the 
shorter of the lease term or its useful life. The obligations related to finance leases, net of finance charges in respect of future periods, 
are included, as appropriate, under current, or non-current liabilities. The interest element of a rental obligation charged to the income 
statement is allocated to accounting periods during the lease term to reflect a constant rate of interest on the remaining balance of 
the obligation for each accounting period. Rentals under operating leases are charged to income on a straight-line basis over the term 
of the relevant lease.

Pensions
The Group operates a defined contribution pension scheme for its employees. The assets of the scheme are held in independently administered 
funds. Contributions are charged to the income statement as they become payable in accordance with the rules of the schemes.

Other employee benefits
The expected cost of compensated short-term absence (i.e. holidays) is charged to the income statement when employees provide 
services that increase their entitlement. An accrual is made for holidays earned but not taken.

Share-based payments (options and warrants)
The Group grants share options and warrants to Directors, employees and certain consultants. Equity-settled share-based payments 
are measured at fair value at the date of grant and expensed on a straight-line basis over the expected life of the option or warrant, 
based on the estimated number of options or warrants that will eventually vest. The share options or warrants granted have varying 
performance criteria required for the option or warrants to vest and these are considered in the method of measuring the fair value. 
Where it is considered appropriate, the fair value is measured using the Black Scholes model. Where complex market performance 
criteria exist, a Monte Carlo model has been used to establish the fair value on grant. Equity settled share-based payments granted 
by the Company to employees of subsidiaries are recognised as an expense charged to the relevant subsidiary with an equal increase 
in the investment in subsidiary undertakings.

Trade receivables and trade payables
Trade receivables and trade payables do not carry any interest and are stated at their face value as reduced where appropriate with 
allowances for estimated irrecoverable amounts.

Cash and cash equivalents
Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short-term highly liquid investments with 
original maturities of three months or less, and bank overdrafts. Bank overdrafts are shown within borrowings in current liabilities 
on the balance sheet.
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1. Accounting Policies continued
Exceptional items 
Exceptional items represent significant items of income and expense which due to their nature or the expected infrequency of the 
events giving rise to them, are presented separately on the face of the income statement to give a better understanding to shareholders 
of the elements of financial performance in the year, so as to facilitate comparison with prior periods and to better assess trends in 
financial performance. 

Critical accounting estimates and judgements 
Estimates and judgements are continually evaluated and are based on historical experience and other factors, including expectations 
of future events that are believed to be reasonable under the circumstances. 

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will, by definition, seldom 
equal the related actual results. The estimates and assumptions that have a significant risk of causing material adjustment to the 
carrying amounts of assets and liabilities within the next financial year are discussed below. 

Estimated Impairment of Goodwill 
The Group tests annually whether goodwill has suffered any impairment, in accordance with the accounting policy set out above. 
The recoverable amounts of cash-generating units have been determined using value-in-use calculations. These calculations require 
the use of estimates. 

2. Financial risk management
Monitoring of financial risk is part of the Board’s ongoing risk management process. Other than short term forward currency contracts, 
the Group does not use financial derivatives, and it is the Group’s policy not to undertake any trading in financial instruments.

The main financial risks arising from the Group’s operations are foreign exchange risk, interest rate risk and credit risk.

Foreign exchange risk
The Group has transactional currency exposures as the majority of the Group’s revenues, and certain expenditures, are in currencies 
other than the functional currency of the Group, mainly Euros and US dollars. The Group’s bank borrowings are also denominated in 
Euro’s, other than a small Sterling overdraft.

The Group finances the majority of its activities in Europe and the US in the local currency, out of revenue receipts, excess currency 
receipts are then translated into Sterling either at the spot rate or through forward contracts. At 30 June 2008, the Group had outstanding 
forward contracts to sell €500,000 and $1,000,000 into Sterling (2007: none).

At 30 June 2008, if the Euro had strengthened/weakened by 5% against Sterling, with all other variables held constant, profit after 
tax would have been £1,029,000/(£1,077,000) (2007: £1,341,000/(£1,247,000)) higher/lower. The impact on total equity would have been 
£2,365,000/(£2,343,000) (2007: £2,093,000/(£1,922,000)) higher/lower. The impact on profit after tax is mainly as a result of the difference 
arising on translation of the intra-group loan balance with Sinclair Pharma France. The impact of a 5% movement in the US dollar against 
Sterling would be minimal.

Credit risk
Credit risk is managed on a group basis. The Group is exposed to credit risk through pre-wholesalers and marketing partners, such 
that if one or more of them is affected by financial difficulty, it could materially and adversely affect the Group’s financial results. 
Credit checks are made against new and existing counterparties on an individual basis and credit terms are set based on these reports. 
Concentration of credit risk in relation to trade receivables is analysed in note 16.

The Directors’ do not believe that the Group is exposed to concentrations of credit risk on other classes of financial instruments, 
and in particular in relation to cash and cash equivalents as these assets are held by the same institutions that the Group’s borrowings 
are with and all balances can be set off against one another.

Cash flow and interest rate risk
The Group does not have significant interest-bearing assets and therefore the Group’s income and operating cash flows are 
substantially independent of changes in market interest rates.

The Group’s interest rate risk arises from short and long-term borrowings. Borrowings at variable interest rates expose the Group 
to cash flow interest rate risk. At 30 June 2008, if interest rates on floating rate borrowings had been 0.5% higher/lower with all 
other variables held constant, profit after tax would have been £17,000 (2007: £4,000) higher/lower.

The Group does not enter into interest rate swaps or other derivative transactions to manage interest rate risk.

Price risk
The Group is not exposed to commodity or other market price risk.
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3. Segmental information
The Group organised into two operating segments, development, registration and commercialisation of products through marketing 
partners, and direct sales and marketing of pharmaceutical products. These segments are on the basis on which the Group reports 
its primary segment information.

				    2008	 	 2007

			   	 Marketing 			   Marketing 
			   	 partners	 Direct	 Total	 partners	 Direct	 Total 
Business segments		  	 £’000	 £’000	 £’000	 £’000	 £’000	 £’000

Revenue			   16,540	 13,738	 30,278	 11,344	 11,834	 23,178
Segment operating profit/(loss) before exceptional items		  836	 (1,635)	 (799)	 (1,974)	 (505)	 (2,479)
Exceptional items					     2,997	  		  (1,467)

Operating profit/(loss) 					     2,198			   (3,946)
Finance income					     447	  		  95
Finance cost					     (1,071)	  		  (129)

Profit/(loss) before tax					     1,574			   (3,980)
Taxation				    	 1,764	  		  (226)

Profit/(loss) for the financial year					     3,338	  		  (4,206)

During the year there was £813,000 (2007: £338,000) of sales at arm’s length prices between segments. The revenue analysis above 
is stated net of inter-company sales.

The Group now manages and reports all export business through the marketing partner segment, including the export relationships 
it inherited with the acquisitions of Sinclair Pharma France and Sinclair Srl. The comparative figures for 2007 have been amended to 
reflect this reclassification.

Other segmental items included in the income statement are:

				    2008	 	 2007

			   	 Marketing 			   Marketing 
			   	 partners	 Direct	 Total	 partners	 Direct	 Total 
Primary reporting format business sector		  	 £’000	 £’000	 £’000	 £’000	 £’000	 £’000

Depreciation			   177	 395	 572	 126	 316	 442
Intangible amortisation			   107	 1,376	 1,483	 82	 893	 975
Employee share-based payments			   494	 184	 678	 229	 11	 240

Segment assets and liabilities
				    2008	 	 2007

			   	 Marketing 			   Marketing 
			   	 partners	 Direct	 Total	 partners	 Direct	 Total 
Primary reporting format business sector		  	 £’000	 £’000	 £’000	 £’000	 £’000	 £’000

Segment assets		  	 22,709	 63,524	 86,233	 19,757	 49,521	 69,278
Unallocated assets					     21			   524

					     	 86,254			   69,802

Segment liabilities			   6,059	 11,908	 17,967	 5,197	 5,732	 10,929
Unallocated liabilities			   		  1,956			   485

				    		  19,923			   11,414

Capital expenditure			   178	 190	 368	 299	 628	 927
Purchase of intangibles			   869	 3,784	 4,653	 82	 2,268	 2,350

Unallocated assets and liabilities are cash and cash equivalents and borrowings in the Parent Company which are used to the benefit of the 
Group as a whole and therefore not allocated to a particular segment.
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3. Segmental information continued
				    2008	 	 2007

				    	 Rest of			   Rest of 
				    UK	 Europe	 Total	 UK	 Europe	 Total 
Secondary reporting format by location			   £’000	 £’000	 £’000	 £’000	 £’000	 £’000

Segment assets		  	 8,934	 77,320	 86,254	 16,785	 53,017	 69,802
Capital expenditure			   99	 269	 368	 741	 186	 927
Purchase of intangibles			   869	 3,784	 4,653	 376	 1,974	 2,350

The purchase of intangibles includes amounts capitalised as goodwill.

Revenue Analysis
By destination, the Group’s revenue derives from the UK, rest of Europe, USA and rest of world.

								        2008	 2007 
								        £’000	 £’000

United Kingdom						      	 2,450	 2,077
Rest of Europe							       18,517	 15,878
United States of America						      	 2,804	 3,278
Rest of World							       6,507	 1,945

							       	 30,278	 23,178
	

An analysis of revenue by category is set out in the table below:	

								        2008	 2007 
								        £’000	 £’000

Product revenue							       24,808	 20,091
Royalties							       660	 747
Licence fees and milestones						      	 4,810	 2,340

							       	 30,278	 23,178

4.Exceptional operating items
Exceptional items represent significant items of income and expense which due to their nature or the expected infrequency of the 
events giving rise to them, are presented separately on the face of the income statement to give a better understanding to shareholders 
of the elements of financial performance in the year, so as to facilitate comparison with prior periods and to better assess trends in 
financial performance.

								        2008	 2007 
								        £’000	 £’000

Foreign exchange gain/(losses)							       3,699	 (1,083)
Aborted acquisition costs							       (334)	 —
Goodwill impairment 							       (368)	 —
Provision for doubtful debt							       —	 (736)
Listing costs							       —	 (885)
Income from sale of product rights							       —	 1,237

							       	 2,997	 (1,467)

Foreign exchange gains of £3,699,000 represent the gain on the translation of an intra-group loan balance (2007: loss of £823,000). 
This is a non-cash item. 

Exceptional acquisition related costs were incurred in preparing for a major acquisition in July 2007. Sinclair was substantially outbid 
in this transaction which resulted in a charge of £334,000 for professional fees.

An impairment charge of £368,000 has been recorded against the goodwill arising on the acquisition of Sinclair Pharma UK Limited 
(formerly Ashbourne Pharmaceuticals Limited) in 2006, following the decision to restructure this operation and exit the dispensing 
doctors market in the UK. The restructuring plan was announced in July 2008.
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5. Operating profit/(loss)
								        2008	 2007 
Expenses by nature							       £’000	 £’000

Cost of inventory recognised as an expense							       9,244	 7,822
Royalties payable							       424	 245
Depreciation	 – owned							       379	 316
	 – leased							       193	 126
Impairment charges							       381	 28
Amortisation of intangible assets*							       1,483	 975
Employee benefit expense (note 6)						      	 8,785	 7,298
Foreign exchange (gain)/loss							       (3,694)	 1,083
Operating leases – land and buildings, and equipment							       845	 347
Research and development							       856	 543
Profit on disposal of property, plant and equipment							       (15)	 (9)
Profit on disposal of products rights							       (35)	 —
Legal and professional fees including patents costs						      	 2,448	 1,644
Distribution expenses (excluding salary costs)							       793	 522
Selling and marketing costs (excluding salary costs)						      	 4,163	 4,018
Other expenses							       1,830	 2,166

Total cost of sales, selling, marketing and distribution and administrative expenses				    28,080	 27,124

*Amortisation and impairment of intangible fixed assets is included in the income statement under administrative expenses.

Services provided by the Group’s auditors
During the year the Group obtained services from the Group’s auditors as described below:	

								        2008	 2007 
								        £’000	 £’000

Fees payable to the Company’s auditors for the audit of Parent Company and consolidated financial statements		  124	 77
		

Fees payable to the Company’s auditors and its associates for other services		
Audit of accounts of the Group’s UK subsidiaries pursuant to legislation					     71	 65
Other assurance services pursuant to legislation							       —	 231
Services relating to taxation							       27	 13
Services related to corporate finance transactions entered into or proposed to be entered into by the Group		  50	 —

								        272	 386
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6. Employees and Directors
The average monthly number of employees (including Executive Directors) employed by the Group during the year was:

					     Group	 	 Company

						      2008	 2007	 2008	 2007 
						      Number	 Number	 Number	 Number

Sales and distribution					     78	 72	 —	 —
Production					     28	 25	 —	 —
Administration					     48	 45	 2	 2

	 					     154	 142	 2	 2

Staff costs for the above employees	
					     Group	 	 Company

						      2008	 2007	 2008	 2007 
						      £’000	 £’000	 £’000	 £’000

Wages and salaries					     6,276	 5,503	 512	 607
Social security costs					     1,254	 1,086	 64	 76
Pension costs					     577	 469	 95	 96
Share-based payment					     678	 240	 118	 66

Total staff costs					     8,785	 7,298	 789	 845

Key management compensation		
					     Group	 	 Company

						      2008	 2007	 2008	 2007 
						      £’000	 £’000	 £’000	 £’000

Salaries and short-term employee benefits					     1,276	 1,600	 512	 607
Post-employment benefits					     121	 114	 95	 96
Share-based payment					     282	 123	 118	 66

	 					     1,679	 1,837	 725	 769

The key management figures given above include Directors. Details of Directors’ remuneration is set out in the Directors’ Remuneration 
Report on page 33.

Pensions
UK, Italian and Swedish operations operate their own defined contribution pension schemes. The Group made contributions to all 
schemes as follows:

					     Group	 	 Company

						      2008	 2007	 2008	 2007 
						      £’000	 £’000	 £’000	 £’000

UK operations					     175	 154	 99	 96
Italian operations					     185	 75	 —	 —
Swedish operations					     18	 25	 —	 —
French operations					     199	 216	 —	 —

	 					     577	 470	 99	 96

At 30 June 2008 the Group had unpaid pension contributions of £4,415 (2007: £33,000).
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7. Finance Income and costs
								        2008	 2007 
								        £’000	 £’000

Finance costs		
Interest on bank loans and overdrafts							       (326)	 (63)
Interest due on finance leases							       (41)	 (43)
Net foreign exchange losses on financing activities							       (338)	 —
Unwinding of discount on contingent consideration for Groupe CS Dermatologie 				    (18)	 (17)
Other finance charges 							       (18)	 (6)
Exceptional finance costs 							       (330)	 —

Finance costs						      	 (1,071)	 (129)
		

Finance income		
Bank interest receivable							       22	 81
Interest receivable on tax refund regarding Groupe CS Dermatologie – exceptional item				    380	 —
Other finance income							       45	 14

Finance income							       447	 95

Net finance expense						      	 (624)	 (34)

Exceptional finance costs relate to costs incurred during the year in arranging finance facilities that the Directors decided not to enter 
into in October 2008 as the terms were unfavourable and which have therefore been written off in these financial statements. 

8. Taxation on loss on ordinary activities
								        2008	 2007 
								        £’000	 £’000

Current tax		
UK Corporation tax underprovided for prior years						      	 —	 3
Research and development tax credits receivable							       (140)	 —
Overseas tax							       81	 4
Deferred tax
Deferred overseas tax							       (351)	 203
Deferred overseas tax under provided in prior year							       —	 16
Release of overseas tax provision – exceptional item						      	 (1,354)	 —

Tax (credit)/expense on operating profit/(loss)						      	 (1,764)	 226

On 8 July 2008, Sinclair Pharma France received judgement in its favour in the case against the French tax authorities relating to disputed 
tax charges levied on Groupe CS Dermatologie prior to its acquisition by Sinclair. The provision against this tax asset has therefore been 
released as an exceptional item, and interest receivable also recovered of £380,000 included in finance income.

Factors affecting the tax charge
The tax assessed on the loss on ordinary activities for the year is higher than the standard rate of corporation tax in the UK of 28% 
(2007: 30%). The differences are reconciled below:

								        2008	 2007 
								        £’000	 £’000

Profit/(loss) on ordinary activities before tax							       1,574	 (3,980)
		

Operating profit/(loss) multiplied by the standard		
rate of corporation tax in the UK of 28% (2007: 30%)						      	 441	 (1,194)
Expenses not deductible for tax purposes							       329	 277
Research and development tax credit							       (140)	 (10)
(Utilised)/unrelieved UK tax losses							       (578)	 1,187
Unrelieved/(utilised) overseas tax losses							       155	 297
Tax rate difference							       (3)	 18
Decelerated capital allowances							       (50)	 (41)
Release of overseas tax provision							       (1,354)	 —
Temporary difference arising from share-based remuneration						      —	 51
Tax underprovided in prior years							       —	 3
Deferred tax underprovided							       —	 16
Other temporary differences							       (564)	 (378)

Total tax 							       (1,764)	 226
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8. Taxation on loss on ordinary activities continued
Deferred tax: Group
The Group has a potential deferred taxation asset, which has not been recognised in the accounts, due to uncertainties surrounding 
suitable future taxable profits as follows:

								        2008	 2007 
								        £’000	 £’000

Taxation losses							       (2,908)	 (3,914)
Accelerated capital allowances							       (198)	 (191)
Future tax relief for share-based remuneration							       (507)	 (1,767)
Other temporary differences							       (618)	 (630)

Unprovided deferred taxation asset							       (4,231)	 (6,502)

No deferred tax is recognised on the distributed profits of subsidiaries and joint ventures as they are reinvested by the Group and no tax is 
expected to be payable on them for the foreseeable future. Since acquisition, subsidiaries have earned profits of £1,024,000 (2007: £728,000) 
that have not been remitted to the Company.

Deferred tax: Company
£nil (2007: £nil) is provided for deferred taxation on the balance sheet.

9. Loss for the financial year
As permitted by section 230 of the Companies Act 1985, the Company’s income statement has not been included in these financial 
statements. The Company’s profit for the financial year was 149,000 (2007: loss of £8,664,000).

10. earnings/(loss) per share
The basic earnings/(loss) per share has been calculated by dividing the profit/(loss) for the year, by the weighted average number of 
shares in existence for the year. Shares held by the Employee’s Share Trust, including shares over which options have been granted 
to Directors and staff, have been excluded from the weighted average number of shares for the purposes of calculation of the basic 
loss per share.

Diluted earnings per share is calculated by adjusting the weighted average number of ordinary shares outstanding to assume conversion 
of all dilutive potential ordinary shares. Potential ordinary shares of the Company are share options, warrants and awards. A calculation 
has been undertaken to determine the number of shares that could have been acquired at fair value (determined as the average annual 
market price of the Company’s shares) based on the monetary value of the subscription rights attached to outstanding options, 
warrants and awards.

							       2008	 2007

Profit/(loss) attributable to equity shareholders (£’000)						      3,337	 (4,208)
Weighted average number of shares						     87,241,256	 86,915,094
Adjustment for share options, warrants and awards					     	 4,523,701	 n/a
Diluted weighted average number of shares					     	91,764,957	 86,915,094
Basic profit/(loss) per share						      3.8p	 (4.8)p
Diluted profit/(loss) per share					     	 3.6p	 (4.8)p
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11. Goodwill
Cost								        £’000

At 1 July 2006								        46,203
Additions through business combinations								        368
Purchase of minority interest in Sinclair Pharma AB								        74
Exchange adjustments								        (716)

At 30 June 2007								        45,929
Additions								        67
Exchange adjustments								        4,993

At 30 June 2008								        50,989

Accumulated amortisation and impairment	
At 1 July 2006, 30 June 2007 								        2,511
Impairment charge (note 4)								        368

At 30 June 2008								        2,879

Net book value	
At 30 June 2008								        48,110

At 30 June 2007								        43,418

At 30 June 2006								        43,692

Accumulated amortisation and impairment represents amounts charged prior to 30 June 2004, before transition to IFRS.

Goodwill has been allocated to the following cash generating units:
 									         £’000

Marketing partners								        14,234
Sinclair Italy								        4,493
Sinclair France								        29,383
Sinclair UK (formerly Ashbourne Pharmaceuticals)								        —

 									         48,110

Exchange adjustments arise purely as a result of the impact of the difference in the Sterling: Euro exchange rate at the beginning 
and end of the year on balances denominated in Euros.

Additions in the year include £53,000 from a revision to the earn-out provision relating to the acquisition of Groupe CS Dermatologie, 
and £14,000 from paying up unpaid share capital in Sinclair Pharma Srl.

An impairment charge of £368,000 has been recorded against the goodwill arising on the acquisition of Sinclair Pharma UK Limited 
(formerly Ashborne Pharmaceuticals Limited), following the decision to restructure this operation and exit the dispensing doctors 
market in the UK.

The earn-out liability relating to the acquisition of Groupe CS Dermatologie was fixed at ¤800,000 during the year. ¤300,000 was paid 
in January 2008 with the remaining ¤500,000 included in other payables at 30 June 2008.

Goodwill is not amortised but tested annually for impairment or more frequently if there are indications that it may be impaired. 
Goodwill has been allocated to four separate cash generating units for the purpose of Impairment testing. Value in use calculations 
are utilised to calculate recoverable amount. Value in use is calculated as the net present value of the projected post tax cash flows 
of the cash generating unit. The discount rate applied ranges from 11% to 12.4% which is in line with the Group’s post tax weighted 
average cost of capital of approximately 12%. The cash flows, which have been approved by the Board, have been projected over 
five years and represent the Directors’ best estimate of future product revenues. Growth rate assumptions have been applied at an 
individual product level, and range from 0% for non core products to 20% for key brands. The Directors believe that any reasonably 
possible change in the key assumptions on which the recoverable amounts are based would not cause the carrying amount of 
goodwill to exceed its recoverable amount.

Company
The Company has no goodwill at either 30 June 2008 or 30 June 2007.
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12. Intangible assets
					     Group	 	Company

						      Licences  
						      and product  
						      rights	 Other	 Total	 Other 
	 					     £’000	 £’000	 £’000	 £’000

Cost			 
At 1 July 2006					     8,601	 1,225	 9,826	 1,225
Additions					     1,908	 —	 1,908	 —
Disposals					     (19)	 —	 (19)	 —
Exchange adjustments					     (204)	 —	 (204)	 —

At 30 June 2007					     10,286	 1,225	 11,511	 1,225
Additions	  				    4,586	 —	 4,586	 —
Disposal					     (491)	 —	 (491)	 —
Exchange adjustments					     2,173	 —	 2,173	 —

At 30 June 2008					     16,554	 1,225	 17,779	 1,225

Amortisation and impairment			 
At 1 July 2006					     286	 204	 490	 204
Charge for the year					     907	 68	 975	 68
Disposals					     (19)	 —	 (19)	 —
Impairment charge					     28	 —	 28	 —
Exchange adjustments					     (5)	 —	 (5)	 —

At 30 June 2007					     1,197	 272	 1,469	 272
Charge for the year					     1,415	 68	 1,483	 68
Disposals					     (51)	 —	 (51)	 —
Impairment charge					     13	 —	 13	 —
Exchange adjustments					     54	 —	 54	 —

At 30 June 2008					     2,628	 340	 2,968	 340

Net book value						    
At 30 June 2008					     13,926	 885	 14,811	 885

At 30 June 2007					     9,089	 953	 10,042	 953

At 30 June 2006					     8,315	 1,021	 9,336	 1,021

The other intangible assets arose on the buy-out of future royalty obligations on certain of the Group’s products. The Directors have 
determined that the useful economic life of the other intangible asset is 18 years, being the period of the future royalty obligation that 
was bought out.

Additions in the current period include the derma-cosmetic products acquired from Syrio Pharma SpA (¤3,272,000) and Laboratoires 
Derma Omnium (¤1,264,000); distribution rights to a new dermatology product to be launched in the current year, and new patent 
licences. £1,365,000 in relation to these additions was outstanding at 30 June 2008 and is included in other payables. 

Disposals realised no cash proceeds as they were made in part settlement of the outstanding liability in respect of prior period additions.

Exchange adjustments arise purely as a result of the impact of the difference in the Sterling: Euro exchange rate at the beginning and 
end of the year on balances denominated in Euros.
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13. Property, plant and equipment
					     Freehold 		    
					     land and 	 Leasehold	 Office	 Motor 
					     buildings	improvements	 equipment	 vehicles	 Total 
Group				    £’000	 £’000	 £’000	 £’000	 £’000

Cost					   
At 1 July 2006				    672	 394	 925	 20	 2,011
Exchange Adjustments				    10	 (4)	 (40)	 (1)	 (35)
Additions				    10	 115	 280	 211	 616
Additions through business combinations				    —	 —	 132	 179	 311
Disposals				    (2)	 (52)	 (172)	 (162)	 (388)

At 30 June 2007				    690	 453	 1,125	 247	 2,515
Exchange Adjustments				    47	 3	 76	 17	 143
Additions				    10	 —	 294	 64	 368
Disposals				    —	 —	 (104)	 (134)	 (238)

At 30 June 2008			   	 747	 456	 1,391	 194	 2,788

Depreciation					   
Depreciation at 1 July 2006				    6	 116	 328	 3	 453
Exchange adjustments				    (4)	 (1)	 (26)	 (2)	 (33)
Charge for the year				    23	 46	 284	 89	 442
Disposals				    (3)	 (52)	 (167)	 (101)	 (323)

At 30 June 2007				    22	 109	 419	 (11)	 539
Exchange adjustments				    —	 8	 47	 1	 56
Charge for year				    25	 51	 368	 128	 572
Disposals				    —	 —	 (100)	 (106)	 (206)

At 30 June 2008				    47	 168	 734	 12	 961

Net book value					   
At 30 June 2008				    700	 288	 657	 182	 1,827

At 30 June 2007				    668	 344	 706	 258	 1,976

At 30 June 2006				    666	 278	 597	 17	 1,558

The net book value of office equipment, leasehold improvements includes £384,000 (2007: £428,000) in respect of assets held under 
finance leases and hire purchase agreements. Depreciation for the year on those assets was £193,000 (2007: £126,000). 

Company
The Company has no property, plant and equipment at either 30 June 2008 or 30 June 2007.
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14. Investments
							       Shares in 	 Loans to 
							       subsidiary 	 Group	  
							       undertakings 	 undertakings	 Total  
Company						      £’000	 £’000	 £’000

Cost			 
At 1 July 2006						      25,931	 38,258	 64,189
Additions						      1,394	 269	 1,663
Capitalisation of existing loans						      14,837	 (14,837)	 —
Capital contribution re employee share options						      118	 —	 118
Exchange adjustments						      —	 (823)	 (823)

At 30 June 2007						      42,280	 22,867	 65,147
Additions						      67	 8,782	 8,849
Loan waiver						      —	 (571)	 (571)
Capital contribution re employee share options						      560	 —	 560
Exchange adjustments						      —	 3,699	 3,699

At 30 June 2008						      42,907	 34,777	 77,684

Impairment 			 
At 1 July 2007						      (5,100)	 —	 (5,100)
Charge for the year						      (1,325)	 (660)	 (1,985)

At 30 June 2008						      (6,425)	 (660)	 (7,085)

Net book value			 
At 30 June 2008						      36,482	 34,117	 70,599

At 30 June 2007						      37,180	 22,867	 60,047

At 30 June 2006						      25,931	 38,258	 64,189

Additions to cost of investments in subsidiary undertakings include £53,000 from a revision to the earn-out provision relating to the 
acquisition of Groupe CS Dermatologie (now part of Sinclair Pharma France Holding SAS), and £14,000 from paying up unpaid share capital 
in Sinclair Pharma Srl. Additions to loans to Group undertakings include a reclassification of balances previously included in trade and other 
receivables, to reflect the long-term nature of these balances. The impairment charges in the year relate to the cost of investment in, and loan 
balance due from Sinclair Pharma UK Limited and follow the decision to restructure the operations and exit the dispensing doctors market.

The Company’s subsidiary undertakings and investments as at 30 June 2008 are as follows:

		  Country of		  Proportion	 Nature of 
		  incorporation	 Holding	 held	 business

Sinclair Pharmaceuticals Ltd	 England	 Ordinary shares	 100%	 Pharmaceutical products
Pharmarights Ltd	 England	 Ordinary shares	 100%	 Distribution rights
Sinclair Pharma UK Ltd
(formerly Ashbourne Pharmaceuticals Ltd)	 England	 Ordinary shares	 100%	 Pharmaceutical products
Sinclair Pharma Srl*	 Italy	 Ordinary shares	 100%	 Pharmaceutical products
Salix Pharma AB	 Sweden	 Ordinary shares	 100%	 Pharmaceutical products
Sinclair Pharma AB	 Sweden	 Ordinary shares	 100%	 Pharmaceutical products
Sinclair Srl 	 Italy	 Ordinary shares	 100%	 Pharmaceutical products
Sinclair Pharma France Holding SAS 	 France	 Ordinary shares	 100%	 Holding company 
(formerly Sinclair Pharma France SAS)	
Sinclair Pharma France Distribution SAS	 France	 Ordinary shares	 100%	 Dormant
Sinclair Pharma France Fabrication SAS	 France	 Ordinary shares	 100%	 Dormant
Sinclair Pharma France SAS (formerly CS SAS)	 France	 Ordinary shares	 100%	 Pharmaceutical products
Laboratories Novopharma Srl	 Spain	 Ordinary shares	 50.01%	 Pharmaceutical products
CS Portugal LDA	 Portugal	 Ordinary shares	 50%	 Pharmaceutical products

*90% of the issued share capital is held by Sinclair Pharma plc, 10% is held by Sinclair Pharmaceuticals Ltd.
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15. Inventories
								        2008	 2007 
Group							       £’000	 £’000

Raw materials							       939	 563
WIP							       188	 33
Finished goods							       2,253	 1,567

								        3,380	 2,163

Company
The Company had no inventories at 30 June 2008 (2007: nil).

16. Trade and other receivables
					     Group	 	 Company

						      2008	 2007	 2008	 2007 
						      £’000	 £’000	 £’000	 £’000

Trade receivables					     12,154	 7,433	 —	 —
Less provision for impairment of trade receivables					     (113)	 (809)	 —	 —

Trade receivables – net				    	 12,041	 6,624	 —	 —
Amounts due from Group undertakings					     —	 —	 —	 7,768
Other receivables					     1,144	 400	 —	 —
Prepayments and accrued income					     1,284	 776	 37	 18

						      14,469	 7,800	 37	 7,786

Amounts due from Group undertakings have been reclassified to investments to reflect the long-term nature of these balances.

The ageing of trade receivables is as follows:

							       Group

								        2008	 2007 
								        £’000	 £’000

Not yet due							       8,259	 5,958
Up to 3 months past due						      	 3,634	 710
Over 3 months past due						      	 261	 765
Impaired						      	 (113)	 (809)

							       	 12,041	 6,624

Receivables past due but not impaired relate to wholesalers and marketing partners for whom there is no recent history of default.

Movements on the Group’s provision for impairment of trade receivables are as follows:

							       Group

								        2008	 2007 
								        £’000	 £’000

At 1 July							     
Provision for receivables impairment							       809	 70
Receivables written off during the year as uncollectible							      107	 798
Unused amounts reversed							       (803)	 (59)

								        113	 809
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16. Trade and other receivables continued
The table below shows the top three debtors at 30 June 2008, and the comparative balance as at 30 June 2007.

							       Group

								        2008	 2007 
								        £’000	 £’000

Company A							       2,265	 587
Company B							       1,187	 —
Company C							       656	 458

								        4,108	 1,045

The carrying amounts of the Group’s trade and other receivables are denominated in the following currencies:

							       Group

								        2008	 2007 
								        £’000	 £’000

Sterling							       1,232	 1,114
Euro							       10,567	 5,653
US dollar							       2,616	 1,020
SEK							       54	 13

								        14,469	 7,800

Amounts owed by Group undertakings are interest free, unsecured and have no fixed date of repayment.

17. Trade and other payables 
					     Group	 	 Company

						      2008	 2007	 2008	 2007 
						      £’000	 £’000	 £’000	 £’000

Trade payables					     6,418	 5,258	 117	 292
Amounts due to Group undertakings					     —	 —	 —	 32
Other taxes and social security costs					     426	 506	 —	 —
Other payables					     2,060	 331	 410	 125
Accruals 					     2,762	 1,039	 158	 33

 						      11,666	 7,134	 685	 482

Amounts due to Group undertakings are interest free, unsecured and have no fixed date of repayment.
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18. Borrowings
					     Group	 	 Company

						      2008	 2007	 2008	 2007 
						      £’000	 £’000	 £’000	 £’000

Non-current borrowings
Bank loans					     4,022	 507	 1,426	 384
Obligations under finance leases					     118	 202	 —	 —

	 					     4,140	 709	 1,426	 384

Current borrowings
Obligations under finance leases					     218	 214	 —	 —
Bank loans					     1,350	 166	 530	 101
Bank overdrafts					     1,406	 187	 383	 —
Other borrowings					     134	 —	 —	 —

	 					     3,108	 567	 913	 101

Total borrowings					     7,248	 1,276	 2,339	 485

Borrowings included above are repayable as follows:		
On demand or within one year					     3,108	 567	 913	 101
Over one and under two years					     1,299	 215	 530	 101
Over two and under five years					     2,841	 494	 896	 283

Total borrowings					     7,248	 1,276	 2,339	 485

The carrying amounts and fair value of non-current borrowings are £4,140,000 and £4,234,000 (2007: £709,000 and £769,000) respectively. 
The fair value of current borrowings equals their carrying amounts.

The Group has un-drawn committed borrowing facilities in the UK and France of £2,478,000 (2007: £1,174,000) available at 30 June 2008.

Bank loans include a fixed rate term loan with interest of 5.9% and a floating rate term loan with interest charged at 2.45% over LIBOR. 
Both loans are repayable in quarterly instalments over five years.

The Group’s borrowings in France of £3,650,000 (2007: £nil) are secured by a pledge over all assets of Sinclair Pharma France SAS, 
and the Italian overdraft balance of £1,020,000 (2007: £179,000) is secured on the trade receivables of Sinclair Srl.

The Company’s bank loans and overdraft are secured by a fixed and floating charge over the assets of the Company and the Group’s 
other UK based subsidiaries. The loan has interest charged at 2.45% over LIBOR and is repayable in quarterly instalments over five years.

The minimum lease payments under finance leases fall due as follows:
					     Group	 	 Company

						      2008	 2007	 2008	 2007 
						      £’000	 £’000	 £’000	 £’000

Not later than one year					     229	 234	 —	 —
Later than one year but not more than five					     128	  222	 —	 —

Future finance charges on finance lease					     (21)	 (40)	 —	 —

Present value of finance lease liabilities					     336	 416 	 —	 —

Amounts due under finance leases are secured on the assets to which they relate.
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19. Non-current tax
					     	 	 Group

								        2008	 2007 
	 							       £’000	 £’000

Assets		
Deferred tax asset						      	 708	 364
Overseas tax recoverable						      	 —	  1,148

								        708	 1,512
		   

Liabilities		
Overseas tax provision							       —	  1,146

A deferred tax asset arises as a result of the fair value adjustment to the carrying value of intangible assets on the acquisition of 
Groupe CS Dermatologie.

On 8 July 2008, Sinclair Pharma France received judgement in its favour in the case against the French tax authorities relating to disputed 
tax charges levied on Groupe CS Dermatologie prior to its acquisition by Sinclair. The provision against this tax asset has therefore been 
released as an exceptional item.

The movement on the deferred tax asset is as follows:
					     	 	 Group

								        2008	 2007 
	 							       £’000	 £’000

At beginning of the year							       364	 583
Reclassified to current tax						      	 (7)	 —
Credited/(charged) to the income statement						      	 351	 (219)

At 30 June							       708	 364

20. Financial instruments
Group
The Group’s financial instruments comprise; cash and cash equivalents, finance leases, borrowings, deferred income and various trade 
and other receivables and trade and other payables that arise directly from its operations. The Group’s policies and additional disclosures 
relating to the management of foreign exchange, credit, cashflow and liquidity and pricing risk are set out in note 2. Trade and other 
receivables and trade and other payables have been excluded from all of the following disclosures other than currency risk disclosures.

The Group had the following financial instruments at 30 June each year:
					     Assets	 	 Liabilities

						      2008	 2007	 2008	 2007 
						      £’000	 £’000	 £’000	 £’000

Other non-current assets				    	 317	 78	 —	 —
Cash and cash equivalents				    	 1,052	 2,791	 —	 —
Bank overdrafts					     —	 —	 1,406	 187
Trade and other receivables				    	 14,469	 7,800	 —	 —
Trade and other payables					     —	 —	 11,666	 7,134
Deferred income					     —	 —	 923	 1,245
Other non-current liabilities					     —	 —	 —	 547
Borrowings – Finance leases					     —	 —	 336	 416
Borrowings – Bank loans					     —	 —	 5,372	 673
Borrowings – Other					     —	 —	 134	 —

 						      15,838	 10,669	 19,837	 10,202
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20. Financial instruments continued
Interest rate risk profile
Floating rate instant access deposits earned interest at prevailing bank rates as set out below. The Group had no fixed term and no fixed 
rate interest earning deposit accounts.

					     2008	 	 2007

						      Fixed	 Floating	 Fixed	 Floating 
Financial assets					     £’000	 £’000	 £’000	 £’000

Cash	 Sterling					     —	 1	 —	 260
Cash	 Euro					     —	 1,022	 78	 2,252
Cash	 US dollar					     —	 26	 —	 201
Cash	 SEK					     —	 3	 —	 —

						      —	 1,052	 78	 2,713

Floating rate		
The weighted average interest rate on floating rate financial assets is stated in the table below:	

						      2008	 2007 
						      Weighted average rate	 Weighted average rate

Sterling						      2.5%		  5.0%
Euro						      1.3%		  1.8%
US dollar						      1.7%		  1.7%

					     2008	 	 2007

						      Fixed	 Floating	 Fixed	 Floating 
Financial liabilities					     £’000	 £’000	 £’000	 £’000

Bank overdraft	 Euro			   —	 1,406	 —	 187
Borrowings – Finance leases	 Euro			   132	 —	 100	 —
Borrowings – Finance leases	 Sterling			   204	 —	 316	 —
Borrowings – Bank loans and other borrowings	 Euro			   3,044	 2,462	 75	 598

						      3,380	 3,868	 491	 785

The weighted average interest rate on floating rate financial liabilities is 7.0% (2007: 6.9%).

Fixed rate
The weighted average interest rate on fixed rate financial liabilities is stated in the table below:

						      2008	 2007 
					     	 Interest	 Interest  
						      rate	 rate

Sterling – Finance leases					     10.3%–17.9%	 7.4%–17.9%
Euro – Finance leases					     5.0%–14.2%	 5.0%–14.2%
Euro – Bank loans					     6.0%	 6.4%

Trade and other receivables, trade and other payables and other non-current liabilities are non-interest bearing.

In accordance with IAS 39 ‘Financial instruments: Recognition and measurement’ the Group has reviewed all contacts for embedded 
derivatives that are required to be separately accounted for. There were no such derivatives at 30 June 2008 or 30 June 2007.

The Directors consider that the fair value of the Group’s financial instruments do not differ significantly from their book values, 
other than bank loans, as set out in note 18.

Foreign currency exposure
At 30 June 2008 the Group’s operating companies have financial instrument assets of £2,642,000 (2007: £1,593,000) and financial 
instruments liabilities of £376,000 (2007: £189,000) denominated in US dollars, financial instrument assets of £12,230,000 (2007: £8,369,000) 
and financial instrument liabilities of £14,852,000 (2007: £7,140,000) denominated in Euros.
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20. Financial instruments continued
Company
The Company had the following financial instruments at 30 June each year.

					     Assets	 	 Liabilities

						      2008	 2007	 2008	 2007 
						      £’000	 £’000	 £’000	 £’000

Cash and equivalents					     —	 398	 —	 —
Bank overdrafts					     —	  —	 383	 —
Trade and other receivables					     37	 7,786	 —	 —
Trade and other payables					     —	 —	 685	 482
Other non-current liabilities					     —	 —	 —	 547
Borrowings – Bank loans					     —	 —	 1,956	 485

						      37	 8,184	 3,024	 1,514

Bank overdrafts and loans are subject to floating rates of interest. The weighted average interest rate on bank overdrafts and loans was 
6.0% (2007: 4.5%). The Company held cash deposits on instant access terms at weighted average interest rate of 2.5% (2007: 5.0%) 
during the year.

Trade and other receivables, trade and other payables and other non-current liabilities are non-interest bearing.

Foreign currency exposure
At 30 June 2008, the Company had financial instrument assets of £nil (2007: £960,000) and financial instrument liabilities of £2,351,000 
(2007: £1,032,000) denominated in Euros.

21. Called-up share capital	
			   2008	 2007	 2008	 2007 
Group and Company		  Number	 Number	 £’000	 £’000

Authorised				  
Ordinary shares of 1p	 125,000,000	 125,000,000	 1,250	 1,250
Issued and fully paid				  
Ordinary shares of 1p				  
At 1 July	 93,478,980	 93,291,215	 935	 933
Allotted on exercise of share options	 —	 130,000	 —	 1
Allotted on acquisition of additional shares  
from minority interest in Sinclair Pharma AB		  —		  57,765		  —		  1

At 30 June	 93,478,980	 93,478,980	 935	 935

See note 22 for details of share options and warrants over ordinary shares. 

22. Options and warrants over shares of Sinclair Pharma plc
The Company has issued share options and warrants to Directors and employees of the Group. Share options have been issued from the 
Sinclair Pharma plc 2003 Enterprise Management Incentive Scheme (‘2003 scheme’) which was approved by the Board on 18 November 2003. 
Under this scheme the Company can grant both qualifying options (EMI options) and unapproved options over ordinary 1p shares in 
the Company. During the year, the Company also issued Performance Share Awards under the 2003 Executive Incentive Plan (EIP). 
The scheme rules for each of these schemes are summarised in the Directors’ Remuneration Report. 

The Company has also issued replacement warrants, new warrants and interests in ordinary shares to certain Directors and former 
Directors subject to various conditions as set out in the Directors’ Remuneration Report.

Consultant warrants
Consultant warrants have been granted to subscribe for ordinary shares to certain consultants (‘Consultant warrants’). These warrants 
are exercisable at any time but will lapse on the earlier of:

M 	the tenth anniversary of the date of grant; 
M 	12 months after a death of a warrant holder; 
M 	the cessation of a consulting contract; 
M 	subject to the discretion of the Board; or 
M 	the bankruptcy of the warrant holder.

All ordinary shares issued under a Consultant warrant will rank pari passu with all other ordinary shares then in issue other in relation 
to dividends, which have a record date prior to the date of issue. There are no performance conditions relating to Consultant warrants. 

The Company has also issued warrants to Innovator Capital Limited (‘ICL warrants’) to subscribe for ordinary 1p shares in the Company. 
ICL warrants vest immediately on issue and can be exercised for a period of three years.
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22. Options and warrants over shares of Sinclair Pharma plc
The number of shares subject to options and warrants at 30 June 2008, the date of grant and periods in which they may be exercised 
are given below.

		  Exercise	 Outstanding at	

Date of grant		  price	 30 June 2008	 30 June 2007	 Exercise period

Share Options				  
1 May 2001		  67p	 31,200	 64,200	 10 December 2003 – 30 April 2011
10 December 2003		  115p	 738,000	 849,000	 10 December 2003 – 9 December 2013
20 October 2004		  94.5p	 196,358	 1,069,838	 20 October 2007 – 19 October 2014
1 June 2005		  115p	 37,500	 87,500	 1 June 2008 – 31 May 2015
6 October 2005		  115p 	 30,000	 30,000	 6 October 2008 – 5 October 2015
4 October 2006		  101p	 1,818,022	 1,938,585	 4 October 2009 – 3 October 2016
Performance share awards			 
25 July 2007		  1p	 1,764,647	 —	 25 July 2010 – 24 July 2017
Replacement warrants				  
3 December 2003		  1p	 4,200,000	 4,200,000	 3 December 2003 – 2 December 2013
3 December 2003		  67p	 75,000	 75,000	 3 December 2003 – 2 December 2013
3 December 2003		  133p	 75,000	 75,000	 3 December 2003 – 2 December 2013
New warrants				  
3 December 2003		  1p	 627,900	 627,900	 3 December 2003 – 2 December 2013
3 December 2003		  67p	 11,214	 11,214	 3 December 2003 – 2 December 2013
3 December 2003		  133p	 11,214	 11,214	 3 December 2003 – 2 December 2013
Consultant warrants	 			 
31 May 2001		  133p	 53,815	 53,815	 10 December 2003 – 30 April 2011
3 December 2003		  115p	 600,000	 600,000	 10 December 2003 – 2 December 2013
Interests in shares	 			 
3 December 2003		  115p	 1,431,129	 1,431,129	 3 December 2003 – 2 December 2013
ICL warrants				  
1 December 2005		  187.5p	 127,677	 127,677	 1 December 2005 – 30 November 2008
30 March 2006		  187.5p	 236,400	 236,400	 30 March 2006 – 29 March 2009

				    12,065,076	 11,488,472	

23. Share-based payments
All employees of the Group are awarded share options subject to qualifying conditions. Options are granted to employees under 
the 2003 scheme. Options granted under the scheme have a fixed exercise price based on the market price at the date of the grant. 
The contractual life of all options and warrants is ten years with the exception of ICL warrants, three years. Options cannot normally 
be exercised before the third anniversary of the date of grant. 

Options were valued using the Black Scholes option-pricing model where no market conditions were attached and the Monte Carlo Model 
where market conditions applied. Directors and other senior employees of the Group are normally granted options with market performance 
conditions. The Group has taken the exemption provided in IFRS 1, which allows the charge for share-based payment to be calculated 
only in respect of options granted to employees after 7 November 2002, which had not yet vested by 1 July 2005. For each relevant 
option grant, individual valuation assumptions were assessed based upon conditions at the date of the grant. The range of assumptions 
in the calculations is as follows:

				    Expected 
		   	 Expected	 dividend	 Expected	 Risk-free	 Performance	 Valuation 
Award	 Grant date	 term	 yield	 volatility	 rate	 conditions	 method

2003 scheme	 20 October 2004 	 3 years	 0%	 53.5%	 4.52%	 None	 Black Scholes
2003 scheme 	 20 October 2004 	 5 years	 0%	 53.5%	 4.61%	 Market	 Monte Carlo 
2003 scheme	 1 June 2005 	 3 years	 0%	 33.6%	 4.21%	 None	 Black Scholes
2003 scheme	 6 October 2005 	 3 years	 0%	 29.8%	 4.25%	 None	 Black Scholes
2003 scheme	 4 October 2006	 3 years	 0%	 26.9%	 4.86%	 None	 Black Scholes
2003 scheme	 4 October 2006	 5 years	 0%	 26.9%	 4.77%	 Market	 Monte Carlo 
ICL warrants	 1 December 2005	 3 years	 0%	 29.2%	 4.26%	 None	 Black Scholes
ICL warrants	 30 March 2006	 3 years	 0%	 28.0%	 4.49%	 None	 Black Scholes
EIP scheme	 25 July 2007	 3 years	 0%	 25.2%	 5.69%	 None	 Black Scholes
EIP scheme	 25 July 2007	 3 years	 0%	 25.2%	 5.69%	 Market	 Monte Carlo 
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23. Share-based payments continued
The fair values per option granted are set out in the tables below. 

The expected lapse rate for the above awards is 7% evenly over the three year vesting period, other than ICL warrants which have 
no vesting period and therefore 0% lapse rate.

					     Number	 Share	 Fair value 
					     of options/	 price on	 price on 
					     awards	 grant date 	 grant date	 Fair value 
Award			   Grant date	 granted 	 (pence)	  (pence)	 £

2003 scheme			   20 October 2004 	 21,987	 96p	 87p	 19,129
2003 scheme			   20 October 2004 	 288,526	 96p	 38p	 109,640
2003 scheme			   20 October 2004 	 810,033	 96p	 31p	 251,110
2003 scheme			   1 June 2005 	 37,500	 115p	 34p	 12,750
2003 scheme			   6 October 2005 	 30,000	 115p	 39p	 11,700
2003 scheme			   4 October 2006	 668,148	 101p	 25p	 166,168
2003 scheme			   4 October 2006	 1,295,189	 101p	 12p	 152,185
ICL warrants			   1 December 2005	 127,677	 187.5p	 16p	 20,735
ICL warrants			   30 March 2006	 236,400	 187.5p	 13p	 29,834
EIP scheme			   25 July 2007	 1,157,420	 118.7p	 118p	 1,364,019
EIP scheme			   25 July 2007	 721,146	 118.7p	 71p	 510,716

A reconciliation of share option and warrant movements for the years ended 30 June 2008 and 30 June 2007 is set out below:

		  2008	 	 2007

			   Weighted average		  Weighted average	
			   exercise price		  exercise price  
		  Number	 (pence)	 Number	 (pence)

Outstanding at 1 July	 11,488,472	 64.7p	 9,778,595	 58.0p
Granted	 1,878,566	 1p	 1,978,337	 101.0p
Forfeited	 (1,251,901)	 88.1p	 (138,460)	 105.0p
Lapsed		  (50,061)		  79.5p		  —		  —
Exercised		  —		  —		  (130,000)		  67.0p

Outstanding at 30 June		 12,065,076		  52.2p		 11,488,472		  64.7p

Exercisable at 30 June		  8,452,407		  52.2p		  8,362,549		  51.8p
Exercisable and market price  
exceeds exercise price at 30 June	 4,827,900	 1.0p	 7,858,443	 44.0p

The following table summarises information about the range of exercise prices for share options and warrants outstanding at 30 June 2008 
and 30 June 2007.

		  2008	 	 2007

		  Weighted			   Weighted 
		  average		  Weighted average 	 average		  Weighted average  
		  exercise 	 Number of	 remaining life (years)	 exercise 	 Number of	 remaining life (years)

Prices	 price	 of shares	 Expected	 Contractual	 price	 shares	 Expected	 Contractual

Under 40p	 1.0p	 6,592,547	 0.9	 6.4	 1.0p	 4,827,900	 1.4	 6.4
41p to 80p	 67.0p	 117,414	 0.3	 4.7	 67.0p	 150,414	 0.7	 5.3
81p to 120p	 108.9p	 4,851,009	 1.1	 6.5	 106.8p	 6,006,052	 1.8	 7.5
121p to 160p	 133.0p	 140,029	 —	 4.4	 133.0p	 140,029	 —	 5.5
Over 160p	 187.5p	 364,077	 0.6	 0.6	 187.5p	 364,077	 1.6	 1.6

		  	12,065,076				   11,488,472		

The total charge for the year relating to employee share-based payment plans was £678,000 (2007: £240,000) all of which related to 
the above equity based transactions.
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24. Other Reserves
							       Cumulative  
							       translation 	 Warrant  
							       reserve	 reserve 	 Total  
Group						      £’000	 £’000	 £’000

At 1 July 2006						      63	 686	 749
Exchange differences arising on translation of overseas subsidiaries				    (478)	 —	 (478)

At 30 June 2007						      (415)	 686	 271
Exchange differences arising on translation of overseas subsidiaries				    3,927	 —	 3,927

At 30 June 2008						      3,512	 686	 4,198

									         Warrant  
									         reserve  
Company								        £’000

At 1 July 2006, 30 June 2007 and 30 June 2008								        686

Warrant reserve
Other reserves arose on the grant of 784,875 warrants in settlement of the National Insurance liability on certain warrants and unapproved 
share options that were issued by the Company. 

During the year ended 30 June 2004, the Company entered into a joint election with the holders of certain warrants for the transfer 
of the employer’s National Insurance liability arising on the exercise of the warrants. In consideration for the transfer of this liability, 
the Company granted additional warrants over units to subscribe for shares, which, as at the date of grant, provided the warrant 
holders with a right to subscribe for 784,875 shares. 

The warrants were granted at the same exercise price as the warrants that attracted the National Insurance liability, which was less than 
market value on the date of grant reflecting the value of the National Insurance liability transferred to the holders. Accordingly, the intrinsic 
value (the difference between market price and the grant price) was transferred from the National Insurance provision and is included 
in the warrant reserve, which is released to the profit and loss account reserve as the underlying warrants are exercised.

25. Cash flows from operating activities
					     Group	 	 Company

						      2008	 2007	 2008	 2007 
					     	 £’000	 £’000	 £’000	 £’000

Profit/(loss) before tax					     1,574	 (3,980)	 149	 (8,664)
Finance income					     (447)	 (95)	 (1,462)	 (856)
Finance costs					     741	 129	 466	 56
Share-based payment – value of employee services				    	 678	 240	 118	 122
Depreciation					     572	 442	 —	 —
Amortisation of intangible assets					     1,483	 975	 68	 68
Impairment charges				    	 381	 28	 1,985	 5,100
Partial waiver of loan account				    	 —	 —	 571	 —
Profit on disposal of property, plant and equipment					     (15)	 (9)	 —	 —
Profit on sale of product rights					     (35)	 (1,237)	 —	 —
(Decrease)/increase in provision for doubtful debts					     (696)	 749	 —	 —
Exchange (gain)/loss				    	 (4,424)	 611	 (4,057) 	 821

Changes in working capital (excluding effects of acquisitions)			   	 (188)	 (2,147)	 (2,162)	 (3,353)
(Increase)/decrease in inventories				    	 (888)	 484	 —	 —
(Increase)/decrease in receivables				    	 (4,528)	 (358)	 (2,311)	 872
Increase/(decrease) in payables				    	 2,676	 651	 (214)	 (306)
(Decrease)/increase in deferred income				    	 (322)	 185	 —	 —

Net cash outflow from operations				    	 (3,250)	 (1,185)	 (4,687) 	 (2,787)

Non-cash transactions
During the year, the Group disposed product rights of £455,000 for which no cash proceeds were received. The disposal proceeds 
being used to reduce the outstanding balance due for the purchase of other product rights with the same party.
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26. Operating lease commitments 
At 30 June 2008 the Group had commitments in respect of non-cancellable operating leases as follows:

				    2008	 	 2007

				    Land and 			   Land and 
				    buildings	 Equipment	 Total	 buildings	 Equipment	 Total 
Group			   £’000	 £’000	 £’000	 £’000	 £’000	 £’000

Commitments under non-cancellable operating leases	 			 
Within one year			   670	 235	 905	 504	 213	 717
Between two and five years			   1,170	 82	 1,252	 1,464	 215	 1,679
After five years			   249	 1	 250	 249	 —	 249

				    2,089	 318	 2,407	 2,217	 428	 2,645

Company
The Company had no operating lease commitments at 30 June 2008 (2007: nil).

27. Capital commitments
The Group had capital commitments of £nil at 30 June 2008 (2007: £21,922).

28. Related party transactions
Group
During the year, the Company paid £nil (2007: £4,180) to Kinneir Dufort Ltd for product design in relation to the gingivitis products. 
Mr JAP Randall, the Chief Financial Officer of the Company and is also a Non-Executive Director of Kinneir Dufort Ltd. The contract 
was entered into in May 2006. There was no amount outstanding at 30 June 2008 (2007: £nil).

An agreement was made on 5 April 2001 between Sinclair Pharmaceuticals Ltd (‘Sinclair’) and Axcan Pharma (Ireland) Ltd (‘Axcan’) 
to appoint Sinclair as exclusive distributor of Axcan to supply and distribute Photofrin® in Europe. Sinclair shall also provide the 
following services to Axcan:

	 a. 	�reception of products, sampling, labelling, quarantine, services and organisation and delivery of the samples for bio-assembly 
to a person designated by Axcan from time to time; and

	 b. 	�warehousing of products for the benefit of Axcan and shipping of such products to independent distributors pursuant to 
directions given by Axcan from time to time.

During the year, the Company was charged £500,074 (2007: £362,935) by Axcan for the cost of Photofrin® sold in the year less 
reimbursable costs. At 30 June 2008 the amount owing to Axcan was £269,940 (2007: £128,632).

Dr MJ Flynn, Chief Executive Officer is a remunerated Non-Executive Director of Axcan Pharma (Ireland) Ltd as disclosed in the 
Directors’ Remuneration Report.

Company: transaction with subsidiaries
The Company is responsible for financing of the Group, managing Group funds and setting Group strategy. Finance is then provided 
to operating subsidiary undertakings, details of intercompany loans are set out in notes 14, 16 and 17.

The Company has been charged for expenses paid by subsidiaries of £857,205 (2007: £714,876).

In addition, options over the Company’s shares have been awarded to employees of subsidiary companies. In accordance with IFRIC 11, 
the Company has treated the awards as a capital contribution to the subsidiaries, resulting in an increase in the cost of investment of 
£560,000 (2007: £118,000).
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