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Since NeutraHealth was incorporated in November 2 0 0 4 we have focused on our strategy
o f building a group of g ro w t h c o m p a n i e s within the developing nutraceutical market. O v e r
the medium term, we will build the group both organically and through acquisitions. Major
acquisitions will provide a cornerstone for market development and we will be pursuing
smaller bolt-on businesses to realise immediate synergies and enhance our existing
o fferings. Organic growth is e q u a l l y i m p o rtant and this will be delivered through c o n t i n u e d
market leading p roduct innovation and penetrating new sales channels.

We anticipate that NeutraHealth will be the nexus for several brands and businesses
and we aim to create value by realising synergies in product offerings, customer
service, regulatory compliance and purchasing and distribution functions.

Acquisitions
The Company’s results for the period to December 2005 have been encouraging since
the acquisition of BioCare Limited in August 2005.

The development of BioCare following last year’s acquisition has been significant. We
recruited James McEuen from Johnson & Johnson’s healthcare division as Managing
Director to complement the existing management team. We have implemented new
customer handling and stock management systems, and successfully launched new
products.

We have also developed a transactional website that is being launched in March,
making access to our products easier, and we are actively pursuing new export
markets in addition to those we have already secured.

In Febru a ry 2006 we acquired Nutrigold Limited for an initial consideration of
£ 0 .5 million. It is active in the practitioner channel and complements our existing off e r i n g
with practitioners. Operations are being relocated to N e u t r a H e a l t h ’s existing p remises in
B i rmingham, creating economies of scale and immediate cost savings, and allowing
existing management to continue to focus on growing the business. A n d rew Wren, the
f o u n d e r, joins our management team thus adding to our skill and knowledge b a s e .

During the year under review, we have met with and assessed many potential
businesses as acquisition targets. Our criteria for stategic acquisitions include
established businesses in attractive market segments that are profitable, cash-flow
positive, and with strong growth potential. In 2006, we will continue our mission of
finding and securing the best businesses to join the NeutraHealth group in a market
place that continues to be fragmented and ready for further consolidation.

Financials 
The following financial review should be read in conjunction with the Group’s
consolidated statements and related notes.

This review covers only four months of trading following the acquisition of BioCare
Limited in August 2005.

Key figures include:

● Turnover £2.4 million
Nearly half of turnover was generated from our top twenty products, which
include our probiotic capsules and adult multivitamin tablets. FloraGuard, which
is a gastrointestinal support supplement, was one of our top ten selling products
in only one year after being launched. New customer handling systems have
helped to enhance our customer services and support our plans for growth.

● PBIT £0.4 million
Healthy gross margins and good cost control ensured that we delivered an
operating profit margin of 15.1%, even after charging IFRS costs for the grant of
share options. The profit for the period is reduced by the expenses incurred for
the ten months before our first acquisition was secured (see table below).
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● Net cash from operating activities £1.0 million
Cash flow generation in the period was strong, helped by the collection of
significant other debtors following the acquisition of BioCare. We expect
significant ongoing positive cash flows, reflecting the nature of our operations,
which are not capital intensive. 

● Cash £2.3 million
Cash reserves at the year end were healthy due to our successful fundraising
activities and good cash flow generation. In 2006 our debt repayment obligation
is £0.4 million, and we have settled the initial £0.5 million for the acquisition of
Nutrigold in cash. The final BioCare deferred consideration of £1.0 million due to
be paid in August 2006 will be satisfied by either shares or loan notes, and will
not affect cash flow this coming year.

The split of trading results pre and post acquisition are shown below.

Pre Post
acquisition acquisition
10 months 4 months Total

£’000 £’000 £’000

BioCare turnover – 2,419 2,419
BioCare cost of sales – (1,117) (1,117)
BioCare administrative expenses – (660) (660)
BioCare profit before interest and tax – 642 642
NeutraHealth administrative expenses* (100) (116) (216)
Group profit before interest and tax* (100) 526 426
* excluding share option charges and trademark amortisation of £60,000

Adoption of IFRS
In January 2006, the Company announced the adoption of International Financial
Reporting Standards (“IFRS”).

Adoption of IFRS is required for all AIM-listed companies for accounting periods
starting January 2007 at the latest. We have chosen to adopt IFRS early as this will
provide our investors with a consistent basis of accounts preparation from our first
Report and Accounts going forward. There are two standards in particular that affect
NeutraHealth group.

Goodwill (IFRS 3)
Under IFRS3 “Business Combinations” goodwill is subject to annual impairment
testing, or more frequent review if there is an indication that there may have been an
impairment in value. 

The acquisition of BioCare Limited in August 2005 included the purchase of goodwill.
Under UK GAAP, assuming a useful economic life of 20 years, £250,000 of goodwill
would have been amortised to 31 December 2005, and £740,000 amortised in the year
to 31 December 2006. Under IFRS, the charge arising from the impairment review for
the period to December 2005 is nil. 

Trademarks (IFRS 3)
Under IFRS3 “Business Combinations” intangible assets that are separately identifiable
are split out from goodwill on acquisition. The fair value of the asset must be amortised
over the estimated useful life.

The acquisition of BioCare Limited in August 2005 included a portfolio of trademarks
with an existing valuation of £326,000. Under UK GAAP, these assets would not have
been recognised separately from goodwill. Under IFRS, £12,000 has been amortised
for the period to 31 December 2005, and £37,000 will be amortised for the year to
31 December 2006 based on the provisional fair value. 

Share options charge (IFRS 2)
IFRS 2 “Share Based Payment” sets out how share based payments should be
measured and recognised in the financial statements. 



Share options issued during the year, valued using the Black-Scholes valuation
method, gave rise to a charge of £48,000 for the period to 31 December 2005. Similarly
the expected charge for the year to 31 December 2006 is £120,000. Under existing UK
GAAP there would be no charge to the profit and loss. However, UK GAAP is being
brought into line with IFRS for 2006 onwards.

Market outlook
The nutraceutical market continues to offer an exciting environment in which to
operate. Growth in the Vitamins, Minerals and Supplements sector in 2004 was 11%,
continuing the trend of accelerating growth since 2002. We expect this growth rate will
remain steady for the next few years and will increase demand for Neutrahealth’s
products.

There are several other factors that are driving the nutraceutical market. Much media
attention is being focused on children’s poor diets and the proliferation of junk-food
advertising. There is an increasing promotion in the media of fish oils to assist children
with learning difficulties. Generally there is a continued increase in the awareness and
acceptance of the benefits of natural products. These factors will continue to generate
growth in the market, and NeutraHealth is and will continue to be well placed with
products to fulfil the demand.

In addition, changes in legislation, including the EU Food Supplements Directive that
came into force in August 2005, have created an impetus for change with smaller
companies finding the burden of regulatory compliance increasingly onerous. The same
legislation is encouraging harmonisation across the EU and over time this is likely to
increase the export potential for companies who have an innovative edge in terms of
branding and product development.

These all underline the opportunities that NeutraHealth was created to exploit. We have
every reason to be confident about the future.

Michael Toxvaerd Robin Hilton
Chief Executive Finance Director

27 February 2006
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The Directors of NeutraHealth are:
Martin Gatto (Non-Executive Chairman)
Martin has considerable experience as Chief Financial Officer of a number of large
public companies, most recently implementing successful turnaround strategies at
British Energy Plc, Midland Electricity plc and Somerfield plc. Prior to that he gained
international experience as Chief Financial Officer at Hilton International Co where he
was also responsible for business development and property. He is a graduate of
Brunel University and is a Fellow of the Chartered Institute of Management
Accountants. Martin also holds a number of non-executive directorships, including
Luminar plc.

Michael Toxvaerd (Chief Executive)
Michael has led high growth SME businesses within a variety of sectors. He was most
recently CEO of Danish Electronics Group SEM Holding A/S during a three year period
of growth rates, rapid expansion and industry consolidation. He is also a non-executive
director of Danish construction company Eske Huse A/S. Michael has an MBA from
Cranfield School of Management, part of Cranfield University.

Robin Hilton (Finance Director)
Robin is a chartered accountant with a listed company background and experience in
top tier accounting firms. Robin trained as an accountant with Andersens before joining
The Health Clinic as Group Financial Controller, assisting in the group’s IPO in July
2000. He moved to Australia in 2002 to join Ernst & Young in business development for
two years. He was awarded the prestigious Odgers Prize from Cranfield School of
Management, completing an MBA in Summer 2005.

Anthony Good (Non-Executive Director)
Anthony founded the Good Relations Group, which was the first public relations
company to be quoted on the London Stock Exchange. He has more recently operated
as an independent consultant to Marks & Spencer plc and Scottish & Newcastle plc
and was previously a director of Gowrings plc. He holds several non-executive
directorships and is currently Chairman of Cox & Kings Limited and Cox & Kings India
(Private) Limited.

Raymond Hill (Non-Executive Director)
Raymond is a director of the British Herbal Medicine Association having previously
been Secretary. He was also Chairman of the Health Food Institute from 1996 to 2002
and is an Honorary Member of the National Institute of Medical Herbalists. Raymond
has considerable experience as a health food retailer, distributor and mail order
operator. He is a Member of the Chartered Institute of Marketing.

Sir Gulam Noon, MBE (Non-Executive Director)
Sir Gulam is the founder and Chairman of Noon Products Limited, one of the largest
suppliers of Indian food products into Britain’s major supermarkets including
Sainsburys, Waitrose, Morrisons and Safeway. He currently holds a number of high
profile positions in industry and commerce. Sir Gulam is also Chairman and Managing
Director of Bombay Halwa Ltd, suppliers of indian sweets and aviation catering. He is a
board member and was formerly President of the London Chamber of Commerce and
Industry, was the founder Chairman of the Asian Business Association and is a board
member of Transport for London. Sir Gulam was awarded the ‘Best Business Leader’
Award at the SAGE Business Awards in 2003.



The directors have pleasure in presenting their report and accounts for the period from incorporation on 18 November 2004 to
31 December 2005.

Principal activities
The Company’s principal activity is to act as a holding company. The principal activity of the Group is the sale and distribution of
nutraceutical products.

Review of the business
A review of the business and future developments is included in the Chairman’s Statement and Operating and Financial Review set
out on page 1 and pages 2 to 4 respectively.

Results and dividend
The profit after taxation for the period was £250,000.

There is no dividend for the period. 

Directors and directors’ interests
The directors who served throughout the period and their interests (including the interests of connected parties) at the period end in
the share capital of the Company were as follows:

Ordinary shares of
10 pence each

2005
Number

Executive directors
M H Toxvaerd: appointed 25 November 2004 1
R D Hilton: appointed 14 November 2005 –

Non-executive directors
S M Gatto: appointed 25 November 2004 2,428,571
A B M Good: appointed 30 December 2004 3,952,380
R A Hill: appointed 17 January 2005 197,619
Sir G K Noon: appointed 30 December 2004 4,047,618

The shareholdings are all beneficial and have not changed between 31 December 2005 and 16 February 2006.

Directors’ interests in options to purchase shares in the Company are disclosed in the Report on Directors’ Remuneration on pages 9
to 10.

None of the directors had an interest in a contract of significance to which the Company was a party during the period.

None of the directors have any discloseable interests in any other group company.

The directors on incorporation were Pinsents Company Services Limited and Pinsents Director Limited, both of whom resigned on
25 November 2004. S Willingham was appointed on 25 November 2004 and resigned on 20 January 2005.

Company policy on the payment of creditors
The Company acts as a holding company. As a non-trading company, it has no defined payment policy. The policy for group trading
companies is that payments are made within the terms established with suppliers, provided that the supplier is also complying with
all relevant terms and conditions. The number of days’ purchases outstanding at 31 December 2005 is 34.

Political and charitable donations
Charitable donations during the period were £nil. There were no political donations.

NeutraHealth plc
Report and Accounts 2005
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Substantial shareholdings
At the close of business on 16 February 2006 the directors were aware of the following substantial shareholdings:

Ordinary shares of Percentage
10 pence each holdings

number %

Rathbone Investment Management 17,100,000 12.87
Singer & Friedlander 8,585,250 6.46
Fidelity Investments 7,600,000 5.72
Hargreave Hale & Co 7,450,000 5.61
Artemis Investment Management 6,450,000 4.85
Framlington Investment Management 6,450,000 4.85
Octopus Asset Management 5,285,000 3.98
RAB Capital Limited 5,100,000 3.84
Stirling S L Mrs 4,761,905 3.58
Stirling J K Esq 4,761,905 3.58
Aberdeen Asset Managers 4,686,683 3.53
Noon G K Sir 4,047,618 3.05

Auditors
The directors have resolved to reappoint RSM Robson Rhodes LLP as the Group’s auditors. The reappointment will be proposed at
the forthcoming Annual General Meeting. 

By Order of the Board

Robin Hilton ACA

Company Secretary

27 February 2006
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Policy statement
It is the objective of the Board to attain a high standard of Corporate Governance. As an AIM listed company, full compliance with
the Combined Code is not a formal obligation. The Company has, however, sought to adopt the provisions of the code that are
appropriate to its size and organisation and establish frameworks for the achievement of this objective.

Board and Committees
The Board
The Board comprises two executive and four non-executive directors. The roles of the (non-executive) Chairman and Chief Executive
are separated. The non-executive directors bring relevant experience from different backgrounds. The Board generally meets at least
six times per annum to consider the current state of the business and strategic issues. Board papers including detailed management
accounts are circulated in advance of meetings. The Board considers strategic matters, investment expenditure, business
development policy, expenditure on major capital items, annual operating budgets, management structure and internal control
procedures.

Non-executive directors have access to all information and, if required, external advice at the expense of the Company.

Remuneration Committee
The Remuneration Committee comprises Anthony Good as Chairman, Sir Gulam Noon and Raymond Hill, and determines the terms
and conditions of service of executive directors, and the Chairman. The report of the Board on directors’ remuneration is set out on
pages 9 to 10.

Nominations Committee
The Nominations Committee comprises Sir Gulam Noon as Chairman, Raymond Hill, Anthony Good and Martin Gatto, and is
responsible for proposing to the Board the structure, size and composition of the Board, preparing a description of the role and
capabilities required for a particular appointment and identifying and nominating candidates to fill Board and senior management
positions as and when they arise. 

Technical Committee
The Technical Committee comprises Raymond Hill as Chairman and Michael Toxvaerd. Directors and management with responsibility
for technical matters within Group companies also attend meetings. The Committee is responsible for the oversight of the Group’s
compliance with industry regulatory frameworks.

Audit Committee
The Audit Committee comprises Sir Gulam Noon, Raymond Hill, Anthony Good and Martin Gatto as Chairman. The Audit Committee
meets at least twice annually and in addition the auditors may request a meeting at any time. The Audit Committee is responsible for
reviewing the interim and final accounts prior to submission to the Board. The Committee agrees the scope and approach to the
annual audit and interim review in advance with the auditors. The Committee keeps under review the appointment and remuneration
of the external auditors, their cost effectiveness, their independence and objectivity.

Internal control and risk management
The Board is responsible for maintaining an appropriate system of internal control to provide reasonable (but not absolute) assurance
of the quality and reliability of financial information used to direct the business, safeguard assets and recognise liabilities in
accordance with company law and generally accepted accounting practices. Authority levels for purchase and capital commitments
are defined. The Company has developed detailed budgets and monthly management reporting of actual results against budgets
and analyses variances in performance. Regular re-forecasting and projection of results are carried out during the year.

The Board has established a formal process for the assessment of key risks to the business. The risk assessment is updated on an
ongoing basis and is reviewed regularly at Board meetings.

Going concern
The directors have prepared and reviewed financial forecasts and the cash flow requirements to meet the Group and Parent
Company’s financial objectives. The directors are satisfied that, taking into account the current cash resources and facilities available
to the business and its future cash requirements, it is appropriate to prepare accounts on a going concern basis.

Investor relations
Management endeavours to maintain a regular dialogue with institutions and analysts particularly in relation to interim and full year
results. All shareholders will receive the Report and Accounts and the Interim Financial Statements. The website
(www.neutrahealthplc.com) contains investor information including regulatory announcements, financial statements and share price
data.

The Board welcomes as many investors as possible to the Annual General Meeting and invites discussion on issues facing the
Company. At least 21 days notice is given for the AGM.

08



09

NeutraHealth plc
Report and Accounts 2005
Report on Directors’ Remuneration

Introduction
As an AIM listed company, the preparation of a Report on Directors’ Remuneration is not an obligation. The Company has, however,
sought to provide information which is appropriate to its size and organisation.

The Companies Act 1985 requires the auditors to report to the Company’s members on certain parts of the Report on Directors’
Remuneration and to state whether these parts of the report have been properly prepared in accordance with the Companies Act
1985. The report has therefore been divided into separate sections for unaudited and audited information.

Unaudited information
Remuneration Policy
The Remuneration Committee determines the policy on executive directors’ remuneration. The objectives of the policy are to ensure
that:

● Senior executive rewards and incentives are aligned with the performance of the Company and the interests of shareholders

● The level of remuneration provided is sufficient to attract and retain executives of an appropriate calibre

Salary and benefits of directors are reviewed annually, taking into account Company and individual performance with reference to
institutional guidelines and current market practices.

Executive directors’ remuneration comprises four elements:

● Annual salary

● Annual bonus: an annual bonus is payable to the executive directors on the achievement of Company objectives, defined at the
outset of each year.

● Share based incentives: share based incentives are awarded to executive directors and key members of the management
team, allowing participation in share price growth for the purpose of aligning the interests of management with those of
shareholders. The Remuneration Committee oversees the award of share options and the management of option schemes. 

● Benefits in kind: executive directors are provided with private medical cover. Lump sums, via death in service insurance
policies, to a maximum of 4 times basic salary are provided.

Audited information
Aggregate Directors’ Remuneration
The total amounts for directors’ remuneration were as follows:

2005
£’000

Emoluments 95

Details of directors’ remuneration for the period ended 31 December 2005 are as follows:

Basic Performance Benefits Total
salary related bonus in kind 2005
£’000 £’000 £’000 £’000

Executive directors
M H Toxvaerd 52 17 – 69
R D Hilton 6 – – 6

Sub total 58 17 – 75

Non–executive directors
S M Gatto 14 – – 14
A B M Good 2 – – 2
R A Hill 2 – – 2
Sir G K Noon 2 – – 2

Total 78 17 – 95
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Report on Directors’ Remuneration – continued

Directors’ share options
Details of directors’ share options at 31 December 2005 are as follows:

At Exercise Earliest
31 December price exercise Date of 

Granted 2005 p date expiry

Executive directors
M H Toxvaerd 1,259,000 1,259,000 10 4/2/2007 4/2/2015
M H Toxvaerd 1,550,000 1,550,000 10 10/2/2007 10/2/2015
M H Toxvaerd 9,523,809 9,523,809 10.5 31/8/2007 31/8/2015
R D Hilton 1,666,666 1,666,666 13.5 14/11/2007 14/11/2015

Sub total 13,999,475 13,999,475

Non-executive directors
S M Gatto 629,500 629,500 10 4/2/2007 4/2/2015
S M Gatto 775,000 775,000 10 10/2/2007 10/2/2015
S M Gatto 4,761,904 4,761,904 10.5 31/8/2007 31/8/2015

Total 20,165,879 20,165,879

The share options issued to R D Hilton may only be exercised if the Company’s share price has been at least 20 pence for the
10 consecutive business days prior to the date of exercise.

All other share options can be exercised unconditionally as disclosed in the prospectus for Admission to trading on AIM in
August 2005.

No share options relating to the directors were exercised or lapsed in the period.

On behalf of the Board

Robin Hilton ACA

Company Secretary

27 February 2006
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Company law in the United Kingdom requires the directors to prepare financial statements for each financial year which 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
these financial statements, the directors are required to:

● select suitable accounting policies and then apply them consistently;

● make judgements and estimates that are reasonable and prudent;

● state whether applicable International Accounting Standards have been followed, subject to any material departures disclosed
and explained in the financial statements.

The directors are responsible for ensuring that the Company and the Group maintain proper accounting records which disclose with
reasonable accuracy at any time the financial position of the Company and enable them to ensure that the financial statements
comply with the Companies Act 1985. They are also responsible for safeguarding the assets of the Company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.



We have audited the Group and Parent Company financial statements (“the financial statements”) of NeutraHealth plc on pages 13
to 33. These financial statements have been prepared under the accounting policies set out therein. We have also audited the
information in the Report on Directors’ Remuneration that is described as having been audited. 

This report is made solely to the Company’s shareholders, as a body, in accordance with section 235 of the Companies Act 1985.
Our audit work has been undertaken so that we might state to the Company’s shareholders those matters we are required to state to
them in an auditors’ report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the Company and the Company’s shareholders as a body, for our audit work, for this report, or
for the opinions we have formed.

Respective responsibilities of directors and auditors
The directors’ responsibilities for preparing the Report and Accounts, the Report on Directors’ Remuneration, and the financial
statements in accordance with applicable law and International Financial Reporting Standards (“IFRSs”) as adopted for use in 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 Report on Directors’ Remuneration to be audited in
accordance with relevant legal and regulatory requirements and International Standards on Auditing (UK and Ireland). We report to
you our opinion as to whether the financial statements give a true and fair view and whether the financial statements and the Report
on Directors’ Remuneration to be audited have been properly prepared in accordance with the Companies Act 1985 and Article 4 of
the IAS Regulation. We also report if, in our opinion, the Directors’ Report is not consistent with the financial statements, if 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 read other information contained in the Report and Accounts and consider whether it is consistent with the audited financial
statements. The other information comprises only the Chairman’s Statement, the Operating and Financial Review, the Directors’
Report, the Report on Corporate Governance and the Report on Directors’ Remuneration. 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 Report on Directors’ Remuneration to be audited. It also includes an assessment of the significant
estimates and judgements made by the directors in the preparation of the financial statements and of whether the accounting
policies are appropriate to the Group’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 Report on
Directors’ Remuneration 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 Report on Directors’ Remuneration to be audited.

Opinion
In our opinion: 

● the Group financial statements give a true and fair view, in accordance with IFRSs as adopted for use in the European Union, of
the state of affairs of the Group as at 31 December 2005 and of its profit for the period then ended;

● the Parent Company financial statements give a true and fair view, in accordance with IFRSs as adopted for use in the
European Union, of the state of affairs of the Parent Company as at 31 December 2005; and

● the financial statements and the part of the Report on Directors’ Remuneration to be audited have been properly prepared in
accordance with the Companies Act 1985 and Article 4 of the IAS Regulation.

RSM Robson Rhodes LLP
Chartered Accountants and Registered Auditors
London, England

27 February 2006
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Consolidated Income Statement

Revenue 4 2,419

Cost of sales (1,117)

Gross profit 1,302

Administrative expenses (936)

Profit from operations 366

Investment revenues 5 91
Finance costs 6 (94)

Profit before tax 363

Income tax expense 7 (113)

Profit for the period 8 250

Earnings per share
Basic 10 0.5p
Diluted 10 0.4p

2005
Period ended 31 December 2005 Note £’000

All amounts relate to continuing operations.

As permitted by section 230 of the Companies Act 1985, no separate profit and loss account is presented in respect of the Parent
Company.

Profit for the period – – 250 250
Recognition of share based payments – 48 – 48
Issue of share capital (see note 18) 13,285 524 – 13,809
Costs of share issues – (524) (308) (832)

At 31 December 2005 13,285 48 (58) 13,275

Share Capital Retained
capital reserves earnings Total

Period ended 31 December 2005 £’000 £’000 £’000 £’000

Consolidated Statement of Changes in Equity
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Consolidated Balance Sheet

Assets
Non-current assets
Goodwill 11 14,826
Other intangible assets 12 323
Property, plant & equipment 13 348
Available-for-sale investments 15 3
Deferred tax assets 22 32

15,532

Current assets
Inventories 16 367
Trade and other receivables 17 985
Cash and cash equivalents 17 2,280

3,632

Total assets 19,164

Equity and liabilities
Capital and reserves
Share capital 18 13,285
Capital reserves 19 48
Retained earnings 20 (58)

Total equity attributable to equity holders of the parent 13,275

Non-current liabilities
Bank loan 21 3,547
Deferred tax liabilities 22 37

3,584

Current liabilities
Trade and other payables 23 1,622
Current tax liabilities 298
Bank overdrafts and loans 21 385

Total liabilities 2,305

Total equity and liabilities 19,164

2005
As at 31 December 2005 Note £’000
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Company Balance Sheet

Assets
Non-current assets
Property, plant & equipment 13 2
Investment in subsidiaries 14 17,481
Deferred tax assets 22 32

17,515

Current assets
Trade and other receivables 17 33
Cash and cash equivalents 17 1,906

1,939

Total assets 19,454

Equity and liabilities
Capital and reserves
Share capital 18 13,285
Capital reserves 19 48
Retained earnings 20 (60)

Total equity 13,273

Non-current liabilities
Bank loan 21 3,547

3,547

Current liabilities
Trade and other payables 23 2,249
Bank overdrafts and loans 21 385

Total liabilities 2,634

Total equity and liabilities 19,454

2005
As at 31 December 2005 Note £’000

These financial statements were approved by the Board of Directors on 27 February 2006.

Signed on behalf of the Board of Directors

Robin Hilton ACA
Director
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Consolidated Cash Flow Statement

Operating activities

Cash receipts from customers 2,348
Cash paid to suppliers and employees (1,310)

Cash generated from operations 1,038

Income taxes paid (24)
Interest paid (45)

Net cash from operating activities 969

Investing activities

Interest received 91
Proceeds on disposal of available-for-sale investments 29
Purchases of property, plant & equipment (10)
Payments for intangible assets (9)
Acquisition of subsidiary 24 (14,694)

Net cash used in investing activities (14,593)

Financing activities

Proceeds on issue of shares 12,758
Cost of issue of shares (782)
New bank loans raised 3,928

Net cash from financing activities 15,904

Cash and cash equivalents at the end of the period 2,280

2005
Period ended 31 December 2005 Note £’000
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Company Cash Flow Statement 

Operating activities

Cash receipts from customers & subsidiaries 1,204
Cash paid to suppliers and employees (232)

Cash generated from operations 972

Interest paid (44)

Net cash from operating activities 928

Investing activities

Dividends received 500
Interest received 86
Purchases of property, plant & equipment (2)
Acquisition of subsidiary 24 (15,510)

Net cash used in investing activities (14,926)

Financing activities

Proceeds on issue of shares 12,758
Cost of issue of shares (782)
New bank loans raised 3,928

Net cash from financing activities 15,904

Cash and cash equivalents at the end of the period 1,906

2005
Period ended 31 December 2005 Note £’000
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NeutraHealth plc (the Company) is a Public Limited Company incorporated in the United Kingdom. The addresses of its
registered office and principal place of business are disclosed in the introduction to the Report and Accounts. The principal
activities of the Company and its subsidiaries (the Group) are described in note 4.

The financial statements have been prepared in accordance with International Financial Reporting Standards. As this is the
Company’s first financial period, the disclosures required by IFRS 1 concerning the transition from UK GAAP to IFRS have not
been given. The financial statements have also been prepared in accordance with IFRSs adopted for use in the European Union
and therefore comply with Article 4 of the EU IAS Regulations.

The financial statements have been prepared on the historical cost basis. The principal accounting policies adopted are set out
below.

Basis of consolidation
The consolidated financial statements incorporate the financial statements of the Company and the entities controlled by the
Company (its subsidiaries). Control is achieved where the Company has the power to govern the financial and operating policies
of an entity so as to obtain benefits from its activities.

The results of subsidiaries acquired during the period are included in the consolidated income statement from the effective date
of acquisition.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies into line
with those of other members of the Group.

All intra-group transactions, balances, income and expenses are eliminated on consolidation.

Business combinations
The acquisition of subsidiaries is accounted for using the purchase method. The cost of the acquisition is measured at the
aggregate of fair values, at the date of exchange, of assets given, liabilities incurred or assumed, and equity instruments issued
by the Group in exchange for control of the acquiree, plus any costs directly attributable to the business combination. The
acquiree’s identifiable assets, liabilities and contingent liabilities that meet the conditions for recognition under IFRS 3 are
recognised at their fair values at the acquisition date, except for non-current assets that are classified as held for sale in
accordance with IFRS 5 Non-Current Assets Held for Sale and Discontinued Operations, which are recognised and measured at
fair value less costs to sell.

Goodwill arising on acquisition is recognised as an asset and initially measured at cost, being the excess of the cost of the
business combination over the Group’s interest in the net fair value of the identifiable assets, liabilities and contingent liabilities
recognised. If, after reassessment, the Group’s interest in the net fair value of the acquiree’s identifiable assets, liabilities and
contingent liabilities exceeds the cost of the business combination, the excess is recognised immediately in profit or loss.

Goodwill
Goodwill arising on the acquisition of a subsidiary or a jointly controlled entity represents the excess of the cost of acquisition
over the Group’s interest in the net fair value of the identifiable assets, liabilities and contingent liabilities of the subsidiary or
jointly controlled entity recognised at the date of acquisition. Goodwill is initially recognised as an asset at cost and is
subsequently measured at cost less any accumulated impairment losses. 

For the purpose of impairment testing, goodwill is allocated to each of the Group’s cash-generating units expected to benefit
from the synergies of the combination. Cash-generating units to which goodwill has been allocated are tested for impairment
annually, or more frequently when there is an indication that the unit may be impaired. If the recoverable amount of the cash-
generating unit is less than the carrying amount of the unit, the impairment loss is allocated first to reduce the carrying amount
of any goodwill allocated to the unit and then to the other assets of the unit pro-rata on the basis of the carrying amount of
each asset in the unit. An impairment loss recognised for goodwill is not reversed in a subsequent period.

On disposal of a subsidiary or a jointly controlled entity, the attributable amount of goodwill is included in the determination of
the profit or loss on disposal.

Revenue recognition
Revenue is measured at the fair value of the consideration received or receivable and represents amounts receivable for goods
and services provided in the normal course of business, net of discounts and sales related taxes. 

Sales of goods are recognised when goods are delivered and title has passed.

2. Significant accounting policies

1. General information
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Interest income is accrued on a time basis, by reference to the principal outstanding and at the effective interest rate applicable,
which is the rate that exactly discounts estimated future cash receipts through the expected life of the financial asset to that
asset’s net carrying amount.

Dividend income from investments is recognised when the shareholders’ rights to receive payment have been established.

Research and development expenditure
Expenditure on research activities is recognised as an expense in the period in which it is incurred.

An internally-generated intangible asset arising from the Group’s development expenditure is recognised only if all of the
following conditions are met:

• an asset is created that can be identified;

• it is probable that the asset created will generate future economic benefits; and

• the development cost of the asset can be measured reliably.

Internally-generated intangible assets are amortised on a straight-line basis over their estimated useful lives. Where no
internally-generated intangible asset can be recognised, development expenditure is charged to profit or loss in the period in
which it is incurred.

Leasing
Leases are classified as finance leases 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 are recognised as assets of the Group at their fair value at the inception of the lease or, if
lower, at the present value of the minimum lease payments. The corresponding liability to the lessor is included in the balance
sheet as a finance lease obligation. Lease payments are apportioned between finance charges and reduction of the lease
obligation so as to achieve a constant rate of interest on the remaining balance of the liability.

Finance charges are charged to profit or loss, unless they are directly attributable to qualifying assets, in which case they are
capitalised in accordance with the Group’s general policy on borrowing costs (see below). 

Rentals payable under operating leases are charged to profit or loss on a straight-line basis over the term of the relevant lease.
Benefits received and receivable as an incentive to enter into an operating lease are also spread on a straight-line basis over the
lease term.

Borrowing costs
Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are assets that
necessarily take a substantial period of time to get ready for their intended use or sale, are added to the cost of those assets,
until such time as the assets are substantially ready for their intended use or sale. Investment income earned on the temporary
investment of specific borrowings pending their expenditure on qualifying assets is deducted from the borrowing costs eligible
for capitalisation.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.

Taxation
Income 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 profit as reported in the income
statement because it excludes items of income or expense that are taxable or deductible in other years 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 recognised 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 from the initial
recognition (other than in 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 on investments in subsidiaries and associates,
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.
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The carrying amount of deferred tax assets is 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
realised. Deferred tax is charged or credited to profit or loss, except when it relates to items charged or credited directly to
equity, in which case the deferred tax is also dealt with in equity.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against current
tax liabilities and when they relate to income taxes levied by the same taxation authority and the Group intends to settle its
current tax assets and liabilities on a net basis.

Other intangible assets
Other Intangible fixed assets include trademarks and website costs.

Trademarks are stated at fair value less accumulated amortisation. Trademarks are valued on an individual basis and amortised
over their estimated useful lives of between 5 and 20 years.

Website costs are stated at cost less accumulated amortisation. Amortisation is charged over the estimated useful life of
5 years.

Property, plant and equipment
Leasehold improvements and plant, machinery and office equipment are stated at cost less accumulated depreciation and any
accumulated impairment losses. 

Depreciation is charged so as to write off the cost or valuation of assets over their estimated useful lives, using either the
straight-line or the reducing-balance methods.

The following rates are used for depreciation of leasehold improvements, plant, machinery and office equipment:

Leasehold improvements Over the remaining life of the lease

Plant, machinery and Between 10% and 33% reducing balance and straight line
office equipment

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

The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is determined as the
difference between the sales proceeds and the carrying amount of the asset and is recognised in profit or loss.

Impairment of tangible and intangible assets excluding goodwill
At each balance sheet date, the Group reviews the carrying amounts of its tangible 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 it is not possible to estimate the
recoverable amount of an individual asset, 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 market assessments of the
time value of money and the risks specific to the asset.

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 immediately
in profit or loss, unless the relevant asset is carried at a revalued amount, in which case the impairment loss is treated as a
revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is increased to the
revised estimate of its recoverable amount, but so 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 years. A
reversal of an impairment loss is recognised immediately in profit or loss, unless the relevant asset is carried at a revalued
amount, in which case the reversal of the impairment loss is treated as a revaluation increase.

Inventories
Inventories are stated at the lower of cost and net realisable value. Cost comprises direct materials and, where applicable,
direct labour costs and those overheads that have been incurred in bringing the inventories to their present location and
condition. Cost is calculated using the weighted average method. Net realisable value represents the estimated selling price
less all estimated costs of completion and costs to be incurred in marketing, selling and distribution.
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Financial Instruments
The Group is committed to mitigating financial risk to the extent that it is practical having regard to the size and nature of the
organization. The following policies are operated:

• Contracts are negotiated with key suppliers that limit price rises to the growth in the retail price index and for variations in
raw material prices.

• The Group is committed to hedging the interest rate payable on the bank borrowing if interest rates increase twice in any year.

• The Group maintains positive cash reserves.

Financial assets and financial liabilities are recognised on the Group’s balance sheet when the Group becomes a party to the
contractual provisions of the instrument.

Trade receivables
Trade receivables are measured at initial recognition at fair value, and are subsequently measured at amortised cost using the
effective interest rate method. Appropriate allowances for estimated irrecoverable amounts are recognised in profit or loss when
there is objective evidence that the asset is impaired. The allowance recognised is measured as the difference between the
asset’s carrying amount and the present value of estimated future cash flows discounted at the effective interest rate computed
at initial recognition.

Investments
Investments are recognised and derecognised on a trade date basis where the purchase or sale of an investment is under a
contract whose terms require delivery of the investment within the timeframe established by the market concerned, and are
measured at fair value, plus directly attributable transaction costs.

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly liquid investments that
are readily convertible to a known amount of cash and are subject to an insignificant risk of changes in value.

Financial liabilities and equity
Financial liabilities and equity instruments issued by the Group are classified according to the substance of the contractual
arrangements entered into and the definitions of a financial liability and an equity instrument. An equity instrument is any
contract that evidences a residual interest in the assets of the Group after deducting all of its liabilities. The accounting policies
adopted for specific financial liabilities and equity instruments are set out below.

Bank borrowings
Interest-bearing bank loans and overdrafts are initially measured at fair value, and are subsequently measured at amortised
cost, using the effective interest rate method. Any difference between the proceeds (net of transaction costs) and the settlement
or redemption of borrowings is recognised over the term of the borrowings in accordance with the Group’s accounting policy for
borrowing costs (see above).

Trade payables
Trade payables are initially measured at fair value, and are subsequently measured at amortised cost, using the effective interest
rate method.

Provisions
Provisions are recognised when the Group has a present obligation as a result of a past event, and it is probable that the Group
will be required to settle that obligation. Provisions are measured at the directors’ best estimate of the expenditure required to
settle the obligation at the balance sheet date, and are discounted to present value where the effect is material.

Share based payments
The Group issues equity-settled share based payments to certain employees. Equity-settled share based payments are
measured at fair value (excluding the effect of non market-based vesting conditions) at the date of grant. The fair value
determined at the grant date of the equity-settled share based payments is expensed on a straight-line basis over the vesting
period, based on the Group’s estimate of the shares that will eventually vest and adjusted for the effect of non market-based
vesting conditions.

Fair value is measured using the Black-Scholes pricing model. The expected life used in the model has been adjusted, based
on management’s best estimate, for the effects of non-transferability, exercise restrictions and behavioural considerations.
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Critical judgements in applying the group’s accounting policies
Intangible assets acquired as part of an acquisition of a business are capitalised separately from goodwill if those assets are
separable and their fair value can be measured reliably. In making its judgements, management have considered the recognition
criteria for intangible assets set out in IFRS 3 and IAS 38. In acquiring BioCare Limited in August 2005, a number of trademarks
were acquired. These have been treated as separable assets and estimated a fair value of £326,000.

Key sources of estimation uncertainty
Preparation of the consolidated financial statements in accordance with IFRSs requires management to make estimates and
assumptions affecting recognition and measurement in the consolidated balance sheet and Income statement, as well as the
disclosure of contingent assets and liabilities. Actual results could differ from these estimates. In particular, estimates are
required when:

• Assessing the need for and measurement of impairment of goodwill.

• Determining the fair value of trademarks and their expected useful lives.

• Determining the fair value of share based payments.

Assessing whether goodwill is impaired requires an estimation of the value in use of the cash-generating units in which goodwill
has arisen on acquisition. The value in use calculation requires the entity to estimate the future cash flows of expected to arise
from the cash-generating unit and a suitable discount rate in order to calculate present value. There is no impairment in the
value of the goodwill based on our calculation.

Determining the fair value of trademarks involves an assessment of a combination of factors including whether the trademark is
in use, whether the trademark has value to a third party, and what is the present value of future cash flows arising from the
trademark. Trademark value only becomes certain once it is agreed with any purchaser. The provisional value of trademarks and
their expected useful lives will be reviewed within 12 months of the acquisition date.

Determining the fair value of share based payments requires adjustments to reflect non-transferability, vesting conditions, and
behavioural considerations. The date and number of options exercised may differ from the amounts used in arriving at the fair
value.

The whole of the turnover is attributable to the one principal activity of the Group being the sale and distribution of nutraceutical
products. For management purposes, all results are reported as part of this single activity.

An analysis of the Group’s revenue is as follows:

2005
£’000

Sales of goods 2,419

2,419
Investment income 91

2,510

All turnover originates in the United Kingdom. A geographical analysis of turnover by destination is as follows:

2005
£’000

United Kingdom 2,170
Europe (excluding UK) 194
Rest of World 55

2,419

4. Revenue

3. Critical accounting judgements and key sources of estimation uncertainty
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2005
£’000

Interest on bank deposits 91

2005
£’000

Interest on bank overdrafts and loans 89
Other finance costs 5

Total borrowing costs 94

All borrowing costs arose from continuing operations.

2005
£’000

Current tax 145
Deferred tax (note 22) (32)

Income tax expense for the period 113

Income tax is calculated at 30% of the estimated assessable profit for the period. 

The total charge for the period can be reconciled to the accounting profit as follows:

2005
£’000 %

Profit before tax 363

Tax at the income tax rate of 30% 109 30.0
Tax effect of tax losses incurred before qualifying trade commenced 18 5.0
Tax effect of expenses that are not deductible in determining taxable profit 18 5.0

Tax expense and effective tax rate for the period 145 40.0

2005
£’000

Profit for the period has been arrived at after charging:
Depreciation of property, plant and equipment 19
Amortisation of intangible assets 12
Research and development 4
Staff costs (see note 9) 391
Auditors’ remuneration for audit services 25
Share based payments (see note 27) 48

Amounts payable to RSM Robson Rhodes by the Company and its UK subsidiary undertakings in respect of non-audit services
were £182,000.

8. Profit for the period

7. Income tax expense

6. Finance costs

5. Investment revenues
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The average monthly number of employees (including executive directors) for the period following acquisition of BioCare
Limited on 31 August 2005 was:

2005
Number

Sales and administration 47

2005
£’000

Their aggregate remuneration comprised:
Wages and salaries 358
Social security costs 33

391

2005
£’000

Earnings
Earnings for the purposes of basic and diluted earning per share

(profit for the period attributable to equity holders of the parent) 250

2005
000

Number of shares
Weighted average number of ordinary shares for the purposes of basic earnings per share 54,211
Effect of dilutive potential ordinary shares: 

Share options 8,851

Weighted average number of ordinary shares for the purposes of diluted earnings per share 63,062

Group
Total
£’000

Cost
Arising on acquisition of a subsidiary (see note 24) 14,826

At 31 December 2005 14,826

Impairment
At 31 December 2005 –

Carrying amount
At 31 December 2005 14,826

The Group tests goodwill annually for impairment, or more frequently if there are indications that goodwill might be impaired.

11. Goodwill

10. Earnings per share

9. Staff costs
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Group
Trademarks Website costs Total

£’000 £’000 £’000

Cost
Additions – 9 9
Acquired on acquisition of subsidiary (see note 24) 326 – 326

At 31 December 2005 326 9 335

Accumulated amortisation
Amortisation for the period 12 – 12

At 31 December 2005 12 – 12

Carrying amount
At 31 December 2005 314 9 323

Group
Plant,

machinery
Leasehold and office

improvements equipment Total
£’000 £’000 £’000

Cost
Additions – 10 10
Acquired on acquisition of subsidiary 74 283 357

At 31 December 2005 74 293 367

Accumulated depreciation
Depreciation charge for the period 5 14 19

At 31 December 2005 5 14 19

Carrying amount
At 31 December 2005 69 279 348

Company
Office equipment

£’000

Cost
Additions 2

At 31 December 2005 2

Accumulated depreciation
Depreciation charge for the period –

At 31 December 2005 –

Carrying amount
At 31 December 2005 2

13. Property, plant and equipment 

12. Other intangible assets
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Company
2005
£’000

Investment at cost (see note 24) 17,481

Details of the Company’s subsidiaries at 31 December 2005, all of which are incorporated and operate in England and Wales
are as follows::

Proportion
Place of of Proportion

incorporation ownership of voting Principal
Name of subsidiary and operation interest power held activity

BioCare Limited UK 100% 100% Sale of 
nutraceutical 

products
Aquacell International Limited UK 100% 100% Dormant
BioCare (Holdings) Limited UK 100% 100% Dormant
BioCare 2000 Limited UK 100% 100% Dormant
BioCare Agricultural Supplies Limited UK 100% 100% Dormant
BioCare Clinics Limited UK 100% 100% Dormant
BioCare Dental Supplies Limited UK 100% 100% Dormant
BioCare Diagnostic.com Limited UK 100% 100% Dormant
BioCare Enterprises Limited UK 100% 100% Dormant
BioCare Europe Limited UK 100% 100% Dormant
BioCare Group Limited UK 100% 100% Dormant
BioCare Health & Beauty Limited UK 100% 100% Dormant
BioCare International Limited UK 100% 100% Dormant
BioCare Laboratories Limited UK 100% 100% Dormant
BioCare Lipid Nutrition Limited UK 100% 100% Dormant
BioCare Medicals Limited UK 100% 100% Dormant
BioCare Nutrition Limited UK 100% 100% Dormant
BioCare Pharmaceutical Supplies Limited UK 100% 100% Dormant
BioCare Pharmacies Limited UK 100% 100% Dormant
BioCare Pro-Biotic Fermentation Cultures Limited UK 100% 100% Dormant
BioCare Scientific Limited UK 100% 100% Dormant
BioCare Sports Nutrition Limited UK 100% 100% Dormant
BioCare Veterinary Supplies Limited UK 100% 100% Dormant
Biopet Limited UK 100% 100% Dormant
Biovet Limited UK 100% 100% Dormant
Cellguard Limited UK 100% 100% Dormant
Duocap Limited UK 100% 100% Dormant
Duocaps International Limited UK 100% 100% Dormant
Oncovite Limited UK 100% 100% Dormant
Pharmaguard Limited UK 100% 100% Dormant
Travelguard International Limited UK 100% 100% Dormant

14. Subsidiaries
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Group
2005
£’000

Available-for-sale investments
Fair value 3

The Group has not designated any financial assets that are not classified as held for trading as financial assets at fair value
through profit and loss.

The investments included above represent investments in listed equity securities that offer the Group the opportunity for return
through dividend income and fair value gains. They have no fixed maturity or coupon rate. The fair values of these securities are
based on closing bid prices.

Group
2005
£’000

Finished goods 367

Trade and other receivables
Group Company

2005 2005
£’000 £’000

Amounts receivable from the sale of goods 857 –
Other amounts receivable 128 33

985 33

The directors consider that the carrying amount of trade and other receivables approximates their fair value.

Cash and cash equivalents
Cash and cash equivalents comprise cash held by the Group and short-term bank deposits with an original maturity of three
months or less. The carrying amount of these assets approximates their fair value.

Credit risk
The Group’s principal financial assets are bank balances and cash, trade and other receivables, and investments. 

The credit risk on liquid funds is limited because the counterparties are banks with high credit-ratings assigned by international
credit-rating agencies.

The Group’s credit risk is primarily attributable to its trade receivables. The amounts presented in the balance sheet are net of
allowances for doubtful receivables. An allowance for impairment is made where there is an identified loss event which, based
on previous experience, is evidence of a reduction in the recoverability of the cash flows.

The Group has no significant concentration of credit risk, with exposure spread over a large number of counterparties and
customers.

17. Other financial assets

16. Inventories

15. Investments
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2005
£’000

Authorised:
300,000,000 ordinary shares of 10p each 30,000

Issued and fully paid:
132,851,905 ordinary shares of 10p each 13,285

The Company has one class of ordinary shares which carry no right to fixed income.

Issues during the period
On 16 December 2004, 11,990,000 ordinary shares were issued for cash at par.

On 30 December 2004, 450,000 ordinary shares were issued for cash at par.

On 17 January 2005, 150,000 ordinary shares were issued for cash at par.

On 18 February 2005, 15,000,000 ordinary shares were issued for cash at par.

On 18 February 2005, 500,000 ordinary shares were issued credited as fully paid up at a price of 10p per ordinary share as
consideration for services provided prior to admission to AIM.

On 30 August 2005, 95,238,095 ordinary shares were issued for cash at a price of 10.5p per ordinary share.

On 14 November 2005, 9,523,810 ordinary shares were issued credited as fully paid up at a price of 10.5p per ordinary share as
part consideration for the purchase of BioCare Limited.

Group and Company
Share

Share options
premium reserve Total

£’000 £’000 £’000

Recognition of share-based payments – 48 48
Shares issued at premium 524 – 524
Costs of equity issue in August 2005 (524) – (524)

At 31 December 2005 – 48 48

Group
£’000

Profit for the period attributable to equity holders of the parent 250
Costs of initial equity issue in February 2005 (205)
Costs of equity issue in August 2005 exceeding share premium on issue (103)

At 31 December 2005 (58)

Company
£’000

Profit for the period attributable to equity holders 248
Costs of initial equity issue in February 2005 (205)
Costs of equity issue in August 2005 exceeding share premium on issue (103)

At 31 December 2005 (60)

20. Retained earnings

19. Capital reserves

18. Share capital
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Group and Company
2005
£’000

Bank loan 3,932

The borrowings are repayable as follows:
On demand or within one year 385
In the second year 945
In the third year 945
In the fourth year 945
In the fifth year 712

3,932
Less: Amounts due for settlement within 12 months (shown under current liabilities) (385)

Amounts due for settlement after 12 months 3,547

The carrying amounts of the Group’s borrowings are all denominated in GBP.

The average interest rate paid was as follows:
2005
£’000

Bank loan 6.5%

The bank loan is arranged at floating rates, thus exposing the Group to cash flow interest rate risk.

The Group has one principal bank loan:

A loan of £4.0 million. The loan was raised on 31 August 2005. Repayments will commence on 28 February 2006 and will
continue until 31 August 2010. The loan is secured by a fixed and floating charge over the Group’s assets. The loan carries
interest at 2.0% plus LIBOR.

The following are the major deferred tax liabilities and assets recognised by the Group, and the movements thereon, during the
current reporting period.

Accelerated Share
capital based

allowances payments Total
£’000 £’000 £’000

Credit to profit or loss for the period – (32) (32)
Acquisition of subsidiary 37 – 37

At 31 December 2005 37 (32) 5

The following is the analysis of the deferred tax balances for balance sheet purposes:
2005
£’000

Deferred tax liabilities 37
Deferred tax assets (32)

5

At the balance sheet date, the Company has unused tax losses of £61,000 available for offset against future profits. No deferred
tax asset has been recognised in respect of these losses as it is not certain whether they can be offset against profits in the
company in which they arise.

22. Deferred tax

21. Bank loan
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Group Company
2005 2005
£’000 £’000

Trade creditors and accruals 390 23
Other creditors 261 51
Amounts owed to Group companies – 1,204
Deferred consideration for acquisition of subsidiary 971 971

1,622 2,249

Trade creditors, accruals and other creditors principally comprise amounts outstanding for trade purchases and ongoing costs.

The directors consider that the carrying amount of trade payables approximates their fair value.

The fair value of deferred consideration has been calculated by discounting the gross payable at a discount rate of 4.5%.

On 31 August 2005, the Group acquired 100% of the issued share capital of BioCare Limited for consideration of £17.5 million
including directly attributable costs. The transaction has been accounted for by the purchase method of accounting. 

The net assets acquired in the transaction, and the goodwill arising, are as follows:

Provisional
Book fair value Provisional
value adjustments fair value
£’000 £’000 £’000

Net assets acquired:
Trademarks – 326 326
Property, plant and equipment 357 – 357
Investments available-for-sale 32 – 32
Inventories 377 – 377
Trade receivables 786 – 786
Other receivables 824 – 824
Cash and cash equivalents 816 – 816
Trade payables (431) – (431)
Other payables (375) (20) (395)
Deferred tax liability (37) – (37)

2,349 306 2,655
Goodwill 14,826

Total consideration: 17,481

Satisfied by:
Cash 14,858
Shares 1,000
Deferred consideration 971
Directly attributable costs 652

Net cashflow arising on acquisition:
Cash consideration paid (15,510)
Cash and cash equivalents acquired 816

(14,694)

The goodwill arising on the acquisition of BioCare Limited is attributable to the anticipated revenue of the distribution of the
Group’s products in new and existing markets and the anticipated future operating synergies from the combination.

24. Acquisition of subsidiary

23. Trade and other payables
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The fair value adjustment for trademarks reflects the estimated value in the trademark portfolio held by BioCare at acquisition.
These values are provisional. The fair value adjustment to other payables arises through changes in Corporation tax liabilities as
a result of BioCare joining the NeutraHealth Group.

B i o C a re Limited contributed £2.4 million revenue and £0.6 million profit before tax for the period between the date of acquisition
and the balance sheet date.

If the acquisition had been completed on 1 January 2005, total Group revenue for the period would have been £7.6 million, and
profit for the period would have been £0.7 million. Up to the date of acquisition, profits were significantly reduced by the
drawings of the previous directors.

2005
£’000

Commitments for the acquisition of property, plant and equipment 45

The Group as lessee
2005
£’000

Minimum lease payments under operating leases recognised as an expense in the period 41

At the balance sheet date, the Group has outstanding commitments under non-cancellable operating leases which fall due as
follows:

2005
£’000

Within one year 158
In the second to fifth years inclusive 688
After five years –

846

Operating lease payments represent rentals payable by the Group for certain of its office properties and for certain equipment. 

26. Operating lease arrangements

25. Commitments



Equity-settled share option scheme
The Company has a share option scheme for certain employees of the Group. Options are exercisable at a price equal to the
average quoted market price of the Company’s shares on the date of grant. The vesting period is two years. If the options
remain unexercised after a period of 10 years from the date of grant, the options expire. Options may be forfeited if the
employee leaves the Group before the options vest.

Details of the share options outstanding during the period are as follows:
2005

Weighted
average

Number exercise
of share price
options pence

Granted during the period 20,869,582 10.7

Outstanding at the end of the period 20,869,582 10.7

Exercisable at the end of the period Nil

The options outstanding at the end of the period have a weighted average remaining contractual life of 9.6 years. In 2005,
options were granted on 4 February, 10 February, 31 August and 14 November. The estimated fair values of the options granted
on those dates are £21,000, £25,000, £155,000, and £40,000 respectively.

These fair values were calculated using the Black-Scholes option pricing model. The inputs into the model were as follows:
2005

Weighted average share price 10.7 pence
Weighted average exercise price 10.7 pence
Expected volatility 11%
Expected life 2 years
Risk free rate 4%
Expected dividend yield Nil

Expected volatility was determined by calculating the historical volatility of the Company’s share price for the full period
preceding the date of grant. The expected life used in the model has been adjusted, based on management’s best estimate, for
the effects of non-transferability, exercise restrictions and behavioural considerations.

The Group recognised total expenses of £48,000 related to equity-settled share based payment transactions during the period,
of which £47,000 relates to directors of the Group (see note 29).

On 28 February 2006, the Group acquired 100% of the issued share capital of Nutrigold Limited for cash consideration of
£0.5 million plus directly attributable costs. There is a further £0.3 million payable up until 31 December 2009 on the attainment
of specified levels of growth, payable in cash and shares. Net assets acquired in the transaction are expected to be £0.1 million,
subject to the finalisation of completion accounts. The transaction will be accounted for by the purchase method of accounting. 

Other than disclosed above, there were no events taking place after the balance sheet date requiring disclosure in the financial
statements.

28. Events after the balance sheet date

27. Share-based payments
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Compensation of key management personnel

The remuneration of the directors, who are the key management of the Group during the period was as follows:

2005
£’000

Short-term benefits 95
Share based payments 47

142

The remuneration of directors and key executives is determined by the Remuneration Committee having regard to the
performance of individuals and market trends. Further information about the remuneration of individual directors is provided in
the audited part of the Report on Directors’ Remuneration.

29. Related party transactions
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NOTICE IS HEREBY GIVEN that the Annual General Meeting of NeutraHealth plc will be held at the offices of KBC Peel Hunt at 111
Old Broad Street, London, EC2N 1PH on 19 April 2006 at 1pm for the following purposes: 

Ordinary business 
1. To receive and adopt the Company’s Report and Accounts for the period ended 31 December 2005, the Directors’ Report and

the Auditors’ Report on those accounts.

2. To approve the Report on Directors’ Remuneration as set out in the Report and Accounts. 

3. To re-appoint RSM Robson Rhodes LLP to hold office from the conclusion of this Meeting until the conclusion of the next
general meeting of the Company at which accounts are laid and to authorise the directors to fix their remuneration.

4. To reappoint S M Gatto retiring by rotation in accordance with the Company’s articles of association.

5. To reappoint M H Toxvaerd retiring by rotation in accordance with the Company’s articles of association.

6. To reappoint R D Hilton retiring by rotation in accordance with the Company’s articles of association.

7. To reappoint A B M Good retiring by rotation in accordance with the Company’s articles of association.

8. To reappoint R A Hill retiring by rotation in accordance with the Company’s articles of association.

9. To reappoint Sir G K Noon retiring by rotation in accordance with the Company’s articles of association.

Special business 
To consider and, if thought fit, to pass the following resolutions of which resolution 10 will be proposed as an ordinary resolution and
resolutions 11 and 12 will be proposed as special resolutions:

10. In addition to the authority given to them pursuant to an ordinary resolution of the Company passed on 30 August 2005, to
authorise the directors in accordance with section 80 Companies Act 1985 (“the Act”), to exercise all powers of the Company to
allot relevant securities (as defined in that section) up to a maximum aggregate nominal amount of £664,259 (representing 5 per
cent. of the Company’s issued ordinary share capital).

11. In addition to the authority given to them pursuant to a special resolution of the Company passed on 30 August 2005, to
authorise the directors in accordance with section 95 of the Companies Act 1985 to allot equity securities (within the meaning of
section 94 of that Act) pursuant to the authority conferred by resolution 10 above as if section 89(1) of the Act did not apply to
the allotment provided that such power shall be limited to a maximum aggregate nominal amount of £664,259.

12. The Company be and is generally and unconditionally authorised for the purposes of section 166 of the Act to make one or
more market purchases (within the meaning of section 163(3) of the Act) of ordinary shares of 10 pence each in the capital of
the Company provided that:

(a) The maximum aggregate number of ordinary shares authorised to be purchased is 6,642,595 (representing 5 per cent. of
the Company's issued ordinary share capital).

(b) The minimum price (exclusive of expenses) which may be paid for such shares is 10 pence per share.

(c) The maximum price (exclusive of expenses) which may be paid for an ordinary share shall not be more than 5 per cent.
above the average of the middle market quotations for an ordinary share as derived from the London Stock Exchange Daily
Official List for the five business days immediately preceding the date on which the ordinary share is purchased.

(d) Unless previously renewed, varied or revoked, the authority hereby conferred shall expire at the conclusion of the
Company’s next Annual General Meeting or 18 months from the date of passing this resolution, if earlier.

(e) The Company may make a contract or contracts to purchase its own shares under the authority hereby conferred prior to
the expiry of such authority which will or may be executed wholly or partly after the expiry of such authority and may make
a purchase of its own shares pursuant to any such contract.

By order of the Board

Robin Hilton ACA
Company Secretary

15 March 2006

1. A member entitled to attend and vote at the Meeting is also entitled to appoint one or more proxies to attend and, on a poll, vote instead of him. The proxy need not
be a member of the Company.

2. To be effective, the instrument appointing a proxy and any authority under which it is executed (or notarially certified copy of such authority) must be deposited at
the Company’s registrars, Capita Registrars, The Registry, 34 Beckenham Road, Beckenham, Kent BR3 4TU not less than 48 hours before the time for holding the
Meeting. A form of proxy is enclosed with this notice. Completion and return of the form of proxy will not preclude shareholders from attending and voting in person
at the meeting.

3. Pursuant to Regulation 41 of the Uncertificated Securities Regulations 2001, the Company specifies that only those shareholders registered in the relevant register of
members of the Company at close of business on 17 April 2006 shall be entitled to attend and vote at the Annual General Meeting or, if the Meeting is adjourned,
close of business on such date being not more than two days prior to the date fixed for the adjourned meeting. Changes to entries on the register of members after
close of business on shall be disregarded in determining the right of any person to attend or vote at the Meeting. 

4. The authority remaining under the resolutions passed on 30 August 2005 referred to above gives the Directors the powers to allot relevant securities to satisfy the
deferred consideration for the purchase of BioCare Limited, and to allot relevant securities up to an aggregate nominal value of £150,000. 

Registered Office:
180 Lifford Lane
Kings Norton
Birmingham B30 3NU
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