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Cosmo’s pipeline

Product and Indication Drug type Preclinical I II III MA Launch Partner

Lialda®/ Mezavant®/ Mesavancol®
Mild to moderate Ulcerative Colitis

5-ASA
Giuliani/Shire

Zacol NMX®
Intestinal Disorders (nutraceutical)

Dietary supplement
Dr. Falk

Uceris/Cortiment
Mild to moderate Ulcerative Colitis

Cortico-steroid Salix- USA & upon  
closing Japan
 Ferring – Rest of  
World

Rifamycin SV MMX®
• Travellers’ Diarrhoea 

 

• Uncomplicated Diverticulitis

Antibiotic Upon closing  
licensed to Salix in USA,  
Latam & Asia
Dr. Falk – Europe &  
Australia, (excluding Italy) 
Crinos –Italy

CB-17-01
• Chromoendoscopy for colorectal 

cancer prevention in surveillance 
patients

• Chromoendoscopy for colorectal 
cancer prevention in UC patients

Diagnostic

Upon closing  
licensed to Salix in USA

CB-01-12 
Antibody AntiTNFα

Immunosuppressant

CB-17-04
Sub mucosal injectable composition

Medical device

CB-03-01 (NCE) 
Acne

Steroid ester, 
 androgen antagonist

CB-03-01 (NCE) 
Alopecia

Steroid ester, 
 androgen antagonist

CB-06-02
Genital Warts

Tellurium 
Licensed in from BioMas

USA, EU

Italy, Eastern Europe

UCERIS

EU

PoC

PoC

USA

EU

CORTIMENT

Phase 
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Highlights

• We generated USD 22.4 million royalties &  

manufacturing plus USD 5.0 million milestone 

income (which are due upon the first time  

net sales reach USD 75 million) assuming 

Uceris® attained net sales of USD 100.1 million. 

• Lialda® has achieved continuous gains in  

market share. This has now reached around  

31% of the 5-ASA tablet market in the USA.

• Phase III clinical trials for Methylene Blue 

MMX® continue in North America and Europe. 

• On 3 June 2014 we announced a new product, 

SIC 8000, a submucosal injectable composition 

that is intended for use by endoscopists when 

extracting polyps in the colon. On 23 June 2014 

the FDA agreed to the Company’s proposal for 

the next development steps as a medical device. 

Target market entry is the first half of 2015. 

• The phase II dose ranging clinical trial for  

CB-03-01 in Acne in the US was successfully 

completed. This helped us identify the correct 

dosage, there were no adverse events and  

statistical significance was attained in compar-

ison to placebo. The company has managed  

to terminate by means of mutual consent the 

license with Valeant, in order to continue the 

development on a stand-alone basis.

• Work on the Proof of Concept trial for CB-03-01 

in alopecia continues. It is targeted to be  

completed in 2015. 

• Together with our licensee Dr. Falk Pharma  

we decided to discontinue the phase III clinical 

trials of Rifamycin SV MMX® for Travellers’ 

Diarrhoea in India because new guidelines 

imposed by the Indian Authorities made 

patient recruitment too difficult. These trials 

are being continued in various Latin American 

countries starting in the second half of 2014  

and are planned to be concluded in the first half 

of 2015. 

• On 2 January 2014 we received USD 95.7 million 

from the sale of the last tranche of Santarus 

shares to Salix.

• In February we executed a public share buy back 

repurchasing 4% of the shares ie 599,830 shares 

for a price of CHF 93.25 each and in April we paid 

out a dividend of EUR 1 per share. 

• Overall revenues increased by 54.6% to EUR 41.1 

million with the strongest growth coming from 

Manufacturing of MMX® products which  

grew by 96.9% to EUR 16.6 million and royalties, 

which grew by 104.0% to EUR 14.8 million. 

• After tax profit increased by 21.3% to  

EUR 76.8 million. 
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Cosmo at a glance

Cosmo Pharmaceuticals S.p.A. is a specialty  

pharmaceutical company headquartered in Lainate, 

Milan, Italy, and is listed on the SIX Swiss Exchange 

(SIX:COPN). Cosmo’s objective is to become a global 

leader in the field of optimized therapies for selected 

Gastrointestinal diseases, colonoscopy and selected 

topically treated Skin Disorders. The Company’s 

clinical development pipeline specifically addresses 

innovative treatments for inflammatory bowel  

disease and for colon cancer prevention.  

In addition, the Company is developing new  

chemical entities for the topical treatment of skin 

diseases. 

Cosmo’s proprietary multimatrix technology, 

MMX®, provides an excellent base for the  

development of new, patentable, yet lower-risk 

products, manufactured at the Company’s own 

GMP-approved plant. Currently Cosmo has three 

products in the market, nine in clinical trials and 

three in preclinical development.

Key figures

EUR 1,000 30.6.2014 30.6.2013

 

Income statement

 

 

 

 

Revenues 41,077 26,562

Cost of sales (10,061) (9,519)

R&D costs (9,202) (5,791)

SG&A costs (7,230) (4,575)

Operating result 14,606 6,692

Profit before taxes 79,377 64,869

Profit for the period 76,808 63,339

Shares

Weighted average number of shares 14,443,541 14,032,154

Earnings per share (in EUR) 5.318 4.514

Statement of financial position 30.6.2014 31.12.2013

Non-current assets 118,886 54,673

Cash and cash equivalents 28,713 46,338

Other current assets 51,413 141,993

Liabilities 24,610 22,849

Equity attributable to owners of the Company 174,390 220,140

Equity ratio (in %) 87.63% 90.59%
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Dear Shareholder

We are very pleased with the developments in the 

first half of 2014. Following the acquisition of  

Santarus by Salix and the consequent sale of our 

2,991,044 shares of Santarus to Salix (which gener-

ated a profit of EUR 65.1 million), we rapidly moved 

to set the future of our products distribution in the 

US. In the meanwhile, in the first quarter Salix  

substantially stocked up the distribution network 

and this caused net sales in the first quarter 2014 to 

increase substantially; for the first half of the year 

Uceris® net sales are estimated to have reached USD 

100.1 million which is substantially more than we 

had projected. Lialda® continues growing on high 

levels but we have reached our royalty cap in the  

second quarter. Nevertheless we can all be proud of 

the fact that it seems very likely that the premier 5 

ASA and the premier steroid used to treat mild to 

moderate ulcerative colitis are coming from your 

Company. 

Our move into colonoscopy continues with full 

force. While working hand in hand with Key  

Opinion Leaders in Colonoscopy in conjunction 

with the development of Methylene Blue MMX®, 

we noticed that there was room for substantial  

improvement in the process applied in extracting 

polyps that the endoscopist wanted to take out. 

This led to the development of SIC 8000, which we 

made public in June. SIC 8000 is a sub-mucosal  

injectable composition. The endoscopist injects the 

composition under the polyp that is to be extracted 

where it creates a stained cushion that separates 

the underlying mucosa from the tissue that is to be 

extracted. This allows a faster and safer procedure 

by the endoscopist. The product is classified as a 

medical device, and its approval process shall be a 

lot shorter than for drugs. After our most recent  

discussions with the FDA we believe that we can  

introduce it to the market in the first half of 2015.

In the meantime, we are proceeding with the 

phase III Methylene Blue MMX® trials according to 

plan.

We are also very pleased about the results of  

our Phase II Dose Ranging Acne clinical trials of  

CB-03-01, our topical anti androgen application.  

It was completed in time, with no adverse events, 

allowed the identification of the best dose and this 

dose attained results that were statistically signifi-

cantly better than placebo. You will recall that our 

licensee Medicis had been acquired to Valeant 

whose main focus is the acquisition of marketed 

products. As the license provided for a hand-over  

of the development to Valeant after phase II and  

we wanted instead to develop in-house, we got in 

touch with Valeant and terminated the existing  

license agreement by mutual consent. The license  

is now replaced by a right of first refusal to Valeant, 

should we decide to re-license the product.

The Phase III trial is planned to start by year end.

In the case of Rifamycin SV MMX®, phase III 

clinical trials for Travellers’ Diarrhoea in India, 

which have been held up by changing regulations 

by the Indian Authorities,were finally stopped,  

due to uncertainties in the regulatory environment. 

We decided then to move the trial to Latin America, 

using the CRO that had already worked with  

Santarus in its pivotal trial. We are confident that 

this trial will be completed by the first half of 2015. 

Last but not least we gained access to two new 

exciting projects, the biosimilar anti tnf MMX® and 

the tellurium genital warts ointment through the 

two small companies we participated in, AIMM and 

BioMAS, and we are confident that these will lead 

to exciting new opportunities. 

 

Products in the market

In the first half of 2014 Lialda®, Mezavant® and  

Mesavancol® sales growth continued; royalty  

revenues are equal to EUR 5.8 million in line with 

the same period of the previous year due to the  

royalties cap reached in second quarter 2014. In  

the first half of 2014 Cosmo delivered 136.3 million 

tablets at a production revenue of EUR 8.9 million, 

an increase of 29.7 million tablets or 27.9%, and an 

increase in the revenue of 24.4% due to the different 

product mix (bulk or packaged product).

Uceris® showed very strong growth in the US. 

We are assuming net sales increased to USD 100.1 

million generating EUR 8.8 million royalty,  

EUR 3.7 million milestones and EUR 7.7 million 

manufacturing income.

Letter to Shareholder
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Products in clinical development

For SIC 8000 we have completed the meeting with 

the FDA. They agreed to a class 2b classification and 

to the development plan we proposed. At end  

July a meeting with the Italian regulatory body ISS  

(who is taking the lead role for registration in the 

EU) is scheduled. The objective is to determine  

the requirements for CE registration. We believe 

that no clinical trials should be necessary for  

registration. 

The Methylene Blue MMX® phase III trial  

continues as planned. At end of June all 13 sites are 

operational. We now count on the randomizations 

and treatments to speed up so that all 1,270  

colonoscopies can be performed before year end.

It is also planned to start a phase III clinical  

trial for Methylene Blue MMX® in patients with IBD 

in the second half of 2014.

The Rifamycin SV MMX® trial in Latin America 

is expected to enroll 200 patients with first patient 

in scheduled in Q4. The results of these patients will 

be added to the data from the 803 patients generated 

in India. Dr. Falk Pharma is progressing with the 

phase II trial for non complicated Diverticulitis in 

Europe. At end June they had recruited 61 patients in 

a trial that is scheduled to enroll 450 patients. 

 The phase II dose ranging trial for CB-03-01 in 

acne was successfully completed. An end of phase II 

meeting with the FDA is scheduled for September 

where we will be presenting our Phase III clinical 

trial design. 

The phase II proof of concept trail for CB-03-01 

in alopecia is scheduled to start in the second half  

of 2014. It will take around one year to complete.

The phase II clinical trial for AS 101, the tellurium 

based topical application to treat genital warts, is 

scheduled to start in the second half this year. 

Products in preclinical development

AIMM has developed a biosimilar anti tnf which  

is currently being developed to scale so that pre  

clinical work can be started, hopefully in the second 

half of 2014. 

Business development

In March we purchased a 17.24% stake in BioMAS, an 

Israeli company dedicated to the development of  

Tellurium for therapeutic applications. At the same 

time we got the world- wide license for all topical  

applications of their main product AS 101. 

Strategic relationships

We now hold a 6.48% stake in AIMM, a Dutch  

Antibody company and a 17.24% stake in BioMAS, 

an Israeli Tellurium company. 

Personnel

Per 30 June 2014 we employed 179 persons in the

Group; 18 more than a year ago.
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Post closing Events

On 9 July the Company announced that the boards 

of Salix Pharmaceuticals Ltd and Cosmo had signed 

an “Agreement and Plan of Merger and Reorganiza-

tion” in which Cosmo Technologies Ltd will 

conduct a reorganization, pursuant to which all 

assets and liabilities will be transferred to Cosmo 

Technologies (Two) Ltd other than certain assets 

to be acquired by Salix, consisting of the business 

related to the pharmaceutical products Uceris®, 

Rifamycin MMX® and Methylene Blue MMX®, 

including related intellectual property and licensing 

rights in certain territories. Promptly subsequent 

to and conditioned on the prior consummation of 

the reorganization, a new indirect wholly-owned 

subsidiary of Cosmo Technologies Ltd will merge 

with and into Salix with Salix as the surviving 

entity and acquirer for accounting purposes. Salix 

shareholders will receive shares of Cosmo Technolo-

gies Ltd as consideration in the merger and the 

stake of Cosmo Pharmaceuticals S.p.a. in Cosmo 

Technologies Ltd will be diluted to no less than 

20.1%. Following the Transactions, Salix will be 

an indirect wholly-owned subsidiary of Cosmo 

Technologies Ltd and Cosmo Technologies Ltd will 

be renamed Salix Pharmaceuticals, plc (“Salix plc”) 

and listed on NASDAQ.

Th e closing of this transaction is subject to the 

approval of the US Federal Trade Commission and 

of Salix shareholders and scheduled to take place 

approximately in November 2014. 

In sum, Cosmo will have around 19.4 million 

shares of Salix Pharmaceuticals plc, the combined 

entity. Additionally we would get 50% of Salix 

revenues from Uceris® Japan and Rifamycin SV 

MMX® if outlicensed outside of the US and 

we would continue being the sole supplier of all 

products for a price equal to 5% of net sales.

On 8 July we also announced that the license 

agreement that we had signed with Medicis 

(who was subsequently acquired by Valeant) had 

been terminated by mutual consent and that we 

regained full rights to CB-03-01. While this does 

mean that we are giving up a USD 20 million 

milestone, which we would have received after 

the successful conclusion of phase II meeting 

with the FDA, and that we will be bearing the full 

development costs of CB-03-01 ourselves, this step 

allows us to strengthen the skin franchise and now 

gives us the option of considering spinning this 

company off  in the near future. 

Th is is thus an extremely exciting time for your 

Company. Our products in the market are proving 

to be great successes, we have made progress in the 

development of our entire clinical pipeline, the 

potential Salix transaction links us to the strongest 

GI company in the US and culminates our drive 

to fi nd the best possible partner for the marketing 

of our products in the most important market. 

Additionally, the recovery of CB-03-01 vastly 

increases the strategic options of our skin activities. 

Th us we look at the future with continued 

optimism. We thank our employees and partners 

for their dedication and our shareholders for their 

support. We are looking forward with confi dence 

to the full-year results of Cosmo.

Lainate, 29 July 2014

Mauro Ajani  Alessandro Della Chà

Chairman of the Board  Chief Executive Offi  cer

shares of Salix Pharmaceuticals plc, the combined 

Lainate, 29 July 2014

Mauro Ajani  Alessandro Della Chà
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Key value drivers

Cosmo’s most important value driver is the decidedly 

entrepreneurial approach to opportunities  

and risks. Careful cash management has been a 

long-standing principle of the Company and this 

has made it possible to build up Cosmo’s cash  

generation capacity and implement strategies that 

can be executed with the Company’s own financial 

resources.

Cosmo developed its MMX® technology based on 

a clear market need. To this end high-level technical 

competence was required and Cosmo continues 

building on this to ensure a sustainable development 

pipeline and product portfolio into the future. After 

developing the MMX® technology, the Company  

discovered that many of the drugs that were being 

prescribed and developed for Colon Diseases had 

compliance or safety issues and so Cosmo set out to 

identify such drugs. This ability to look laterally  

sets the Company apart from a pure research-driven  

organization. In developing these applications, the 

Company has established a broad knowledge of the 

colon’s physiology and the absorption of pharmaceu-

tical products in the gastrointestinal tract. This gives 

rise to new opportunities. The Company believes 

that the blend of its knowledge of the colon and the 

unique characteristics of the MMX® technology give 

it a strong competitive edge in developing new medi-

cations for the colon without becoming overexposed 

to the expensive and high-risk pure research process 

for new chemical entities. Cosmo primarily works 

with molecules that already are on the market.  

The Company seeks to improve their safety profile,  

their efficacy or to make them more patient or user  

friendly. Whilst many of the Company’s products 

primarily represent improvements over their  

predecessors, these products are much more likely  

to gain regulatory approval than entirely new  

chemical entities.

Lialda®

(as the product is called in the USA) or Mezavant® 

(in Europe) or Mesavancol® (in Italy) is the first 

proprietary product Cosmo developed, an MMX® 

application of the off-patent mesalamine.

Uceris®, Cortiment®

developed in-house, using the off-patent Budesonide 

with the MMX® technology, is the first oral  

corticosteroid indicated for Ulcerative Colitis in  

the US.

Rifamycin SV MMX®

developed in-house, using the off-patent Rifamycin 

SV, is targeted at Travellers’ Diarrhoea and Colon  

Infections which are frequently concomitant with 

Colon Inflammations. In the USA this is a new 

chemical entity.

Methylene Blue MMX®

Methylene Blue has been used in colonoscopies  

in selected hospitals since many years where it  

is applied via spray catheter to make polyps and  

adenomas better recognizable. Though it provides 

better results, the technique has not gained large 

market acceptance because it is messy and time 

consuming. By formulating a Methylene Blue  

tablet we aim to increase adenoma and polyp detec-

tion in colonoscopies without the complications  

of manual Methylene Blue sprays. A phase III for  

patients undergoing colonoscopy for colon cancer 

detection is currently underway and a phase III for 

IBD patients is being planned. 
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SIC 8000

SIC 8000 is a sub-mucosal injectable composition 

that is injected into the mucosa under polyps  

that need to be taken out. Once injected, the  

composition lifts the polyp, creates a long lasting 

cushion and allows the endoscopist to cut out the 

polyp easier, faster and safer than has previously 

been possible. 

CB-03-01

is the first new chemical entity that the Company  

is developing. It is a steroid ester, androgen  

antagonist derived from 11-deoxycortisone, which 

tightly mimics the profile of an ideal anti-androgen 

for topical use. Various indications are being  

pursued with different formulations, the most  

advanced ones being for Acne and for Alopecia.

A further important key value driver lies in the 

Company’s attention to its partnerships. Cosmo’s 

key expertise lies in its ability of identifying  

business opportunities that can be developed  

at lower risks. We then want to exclusively  

manufacture these products in house because  

we think that this gives us greater know-how  

protection and also leads to new business ideas.  

As a small company it is crucial to determine what 

risks can be taken in building up a distribution  

organization and what partners should be sought  

if partnerships make more sense. Cosmo’s first 

three products, Lialda®/Mezavant®/Mesavancol®, 

Uceris® /Cortiment® and Rifamycin SV MMX®, all 

have the potential of attaining peak sales of several 

hundred million USD each, but they are primarily 

gradual improvements. Peak sales can only be 

achieved with dedicated efforts so it is important  

to find partners that have the will and skills to  

do this. The Company believes that it has the  

ideal partner in Shire for Lialda®, in Salix for the  

US efforts for Uceris®, Rifamycin SV MMX® and  

Methylene Blue, and in Ferring and Dr. Falk  

Pharma for the European efforts in Cortiment®  

and in Rifamycin SV MMX®. 
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Business strategy

Cosmo is a specialty pharma development and  

manufacturing company focusing on colon & skin 

diseases and endoscopy. Our aim is to constantly 

increase our knowledge on how the colon absorbs 

substances and how these could be brought to the 

colon so that they can attain maximum efficacy 

with least possible negative side effects. In skin  

diseases we focus on topically applicable substances 

in order to minimize side effects. In endoscopy we 

develop products that help the endoscopists identify 

and extract pre cancerous and cancerous lesions. 

The blend of our knowledge of the colon,  

the unique characteristics of the MMX® technology 

and our excellent and highly specific manufacturing 

expertise give us a strong competitive edge in  

developing new applications for the colon without 

having to resort to the expensive and risky, pure  

research process for new chemical entities. The  

approval of Uceris® confirmed the MMX® technology 

as technology of great versatility and gives credence 

to developments of topical mucosa treatments  

with peptides or proteins. The Company’s portfolio,  

distribution and manufacturing strategy has 

evolved accordingly. Contrary to many much larger 

companies that have farmed out the manufacturing 

of their drugs, we believe that the control and  

continuous improvement of manufacturing skills 

is essential in product development and stability 

and provides a strong barrier against generic  

incursions. Exclusivity in manufacturing all MMX® 

products is thus an inalienable part of our business 

policy.

Product portfolio strategy

Cosmo’s product portfolio strategy is focused on  

diseases of the colon, primarily on Inflammatory 

Bowel Diseases (IBD). To date, the majority of  

gastroenterologists treating IBD have followed a 

step-up strategy, first prescribing 5-ASA-based 

drugs to their patients, then moving on to cortico-

steroids, then on to immune-suppressants and  

finally to biologic products. So after developing  

the 5-ASA product, the Company set about to  

identify corticosteroids, immune suppressants  

and biologics whose efficacy or safety profile could 

be improved by the MMX® technology. This led to 

the Company’s pipeline. During our clinical trials 

we then became aware that IBD patients had  

a much higher risk of colon cancer but that  

endoscopists had difficulties in identifying polyps 

and adenomas in inflamed colons. Using liquid 

methylene blue applied through spray catheters 

was proving cumbersome so we set about to develop 

a solution that would eliminate subjectivity and  

increase efficacy for the endoscopist. This led to 

Methylene Blue MMX® tablet. While subsequently 

observing routine excisions of polyps and adenomas 

during colonoscopies we found that endoscopists 

were injecting saline solution under polyps with 

the intention of separating these from the under-

lying mucosa so that they could extract them with a  

reduced colon perforation risk. The saline solution 

was proving impractical so we developed SIC 8000 

which we believe will considerably support the  

endoscopists in their endeavours. These steps not 

only make Cosmo one of the most comprehensive 

colon specialized companies but they also move us 

into considerable larger markets than IBD.

Recently Cosmo has been building up its skin 

competence in relation with the development of 

CB-03-01. This is a new chemical entity that is  

targeted at androgen regulation in Acne, Alopecia 

and Hirsutism, all diseases that have seen very  

few new product developments in the last years. 

CB-03-01 is applied topically. It penetrates the skin 

well and acts by displacing the androgen from the 

sebaceous gland or hair follicle. In blood it quickly 

metabolizes to cortexolon and thus only has very 



12 Cosmo Pharmaceuticals Half-Year Report 2014 – Business strategy

minimal side effects. It is now the Company’s  

intention to continue building the understanding 

of skin diseases and topical ways to treat them and 

to continuously expand our portfolio of products  

for the topical treatment of skin diseases.

Distribution strategy

Whilst product development and manufacturing 

excellence can be attained in relatively small  

organizations, getting the product approved,  

adequately reimbursed and sold in each market  

requires local knowledge and this requires massive 

financial and personnel resources. Management 

felt that setting up local organizations and  

managing these was going to deter from the unique 

skills of the Company and in all likelihood lead  

to local organizations that would not be on par  

with the best local marketing and distribution  

companies. So, instead of building up sales forces 

around the world, the Company has focused on 

identifying the best possible partner in each market 

with the intention of establishing long and  

mutually beneficial relationships. This lead to  

the licensing relationships with Santarus, Dr. Falk 

Pharma and Shire who all have been doing an  

excellent job in getting the product approved,  

reimbursed and sold. In the case of Santarus we  

had the foresight to be compensated in Santarus 

shares and were handsomely rewarded when  

Santarus agreed to be acquired by Salix. With the 

now announced Salix transaction we expand  

on this strategy. Upon closing we will be fully  

integrating three selected GI products for the  

US market into Salix, retaining exclusive  

manufacturing, but becoming Salix’s largest  

shareholder. This is an evolution of our strategy  

and could well be continued in the future in other 

products and or other markets. 

Manufacturing strategy

The experience gained by years of manufacturing 

was the basis for the establishment of the MMX® 

technology. The technology, and the related  

know-how comprise a significant part of the unique 

selling proposition of Cosmo. Thus the Company 

will retain all manufacturing of MMX® products  

in-house. In order to mitigate manufacturing risk 

we have decided to embark on the project of  

building a second manufacturing plant which  

will be located in Ireland. Cosmo also intends to 

manufacture a significant part of the skin products 

it develops.

The Company’s contract drug manufacturing  

activity for unrelated parties will be continued with 

a steady migration to higher value added products. 

However, capacity additions will be concentrated on 

MMX® and other own product manufacturing.
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Consolidated income statement (unaudited)

EUR 1,000 Notes 30.06.2014 30.06.2013

Revenue 3 41,077  26,562 

Other income  22  15 

Cost of sales  (10,061) (9,519)

Research and development costs  (9,202) (5,791)

Selling, general and administrative costs  (7,230) (4,575)

Net operating expenses 4 (26,471) (19,870)

Operating result  14,606  6,692 

Financial income 5 66,818  58,542 

Financial expenses 5 (2,047) (365)

Profit (loss) before taxes  79,377  64,869 

Income tax expenses 6 (2,569) (1,530)

Profit (loss) for the period  76,808  63,339 

Profit (loss) attributable to:    

Owners of the company  76,808 63,339

Non controlling interest  –* –*

Earnings per share  EUR EUR

Basic 7 5.318 4.514

Diluted 7 5.253 4.288

 *  less than EUR 1 thousand

Financials
Half-year consolidated financial statements as at 30 June 2014
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Consolidated statement of comprehensive income (unaudited)

EUR 1,000 Notes 30.06.2014 30.06.2013

Profit (loss) for the period (A)  76,808 63,339 

Other comprehensive income that will not be reclassified subsequently to 

profit or loss

   

 

  Actuarial gains/(losses) 14  (32) 19

  Income tax 14 9 (5)

Total other comprehensive income that will not be reclassified  

subsequently to profit or loss, net of tax (B1)

   

(23)

 

14

Other comprehensive income that will be reclassified subsequently to 

profit or loss

   

  Gains/(Losses) on fair value of available for sale financial assets 9  (377) 23,240 

  (Gain)/Losses on disposal of available for sale financial assets reclassified 

through profit or loss

 

5

 

(63,406)

 

(32,013)

  Income tax   97 1

Total other comprehensive income that will be reclassified subsequently 

to profit or loss, net of tax (B2)

   

(63,686)

 

(8,772)

Total other comprehensive income, net of tax (B)=(B1+B2)  (63,709) (8,758)

Total comprehensive income (A)+(B) 12 13,099 54,581

Total comprehensive income attributable to:    

Owners of the company  13,099 54,581

Non controlling interest  –*  –* 

 *  less than EUR 1 thousand
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Consolidated statement of financial position (30 June 2014, unaudited)

EUR 1,000 Notes 30.06.2014 31.12.2013

Assets    

Non-current assets    

Property, plant and equipment   21,000  21,704 

Goodwill   109  109 

Other intangible assets 8  13,297  16,346 

Financial assets 9  83,390  15,513 

Deferred tax assets  1,090 1,001 

Total non-current assets   118,886  54,673 

Current assets    

Inventories  4,549 2,859 

Trade receivables   16,952  11,619 

Current tax assets  1,441 1,512 

Other receivables and other assets 10 3,710 4,180 

Current financial assets 9  24,761  121,823 

Cash and cash equivalents 11  28,713  46,338 

Total current assets   80,126  188,331 

Total assets  199,012 243,004 
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 EUR 1,000 Notes 30.06.2014 31.12.2013

Equity    

Share capital  3,749 3,749 

Share premium   47,845  47,845 

Treasury shares  (48,432) (2,339)

Stock option plan reserve   1,531  30 

Available for sale financial assets reserve  (331)  63,355 

Employee benefits actuarial gains/losses reserve  (158) (135)

Retained earnings   93,378  38,902 

Profit/(Loss) for the period   76,808  68,733 

Equity attributable to owners of the company   174,390  220,140 

Non controlling interests   12  15 

Total equity 12 174,402 220,155 

Liabilities

Non-current liabilities    

Interest-bearing loans and borrowings 13 8,795 9,762 

Employee benefits 14  452  412 

Deferred tax liabilities  2,861 2,976 

Total non-current liabilities   12,108  13,150 

Current liabilities    

Interest-bearing loans and borrowings 13 2,021 1,986 

Trade payables  6,539 4,157 

Current tax liabilities  1,752 1,005 

Other current liabilities 15 2,190 2,551 

Total current liabilities   12,502 9,699 

Total liabilities   24,610  22,849 

Total equity and liabilities  199,012 243,004 
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Consolidated cash flow statements (unaudited)

EUR 1,000 Notes 30.06.2014 30.06.2013

Profit (loss) before taxes  79,377 64,869 

Income taxes paid (net)   (1,530) (6,329)

Depreciation and amortization 4 4,405 2,658 

Accrual to employee benefits 14 181  177 

Share payment based expenses 16  1,501  9 

Financial expenses on subsidized loans at amortized cost 13  4  8 

Accrued interest   602  – 

Financial gain on sale of financial assets available for sale (Santarus shares) 5 (65,089)  (58,178)

   19,451 3,214 

Change in inventories   (1,690)  (1,183)

Change in trade receivables  (5,333)  (1,935)

Change in trade payables  2,382 1,372 

Change in other receivables and other assets   470  86 

Change in other current liabilities  (361)  16 

Change in current tax liabilities  (319) 1,039 

Payment of employee benefits 14 (173) (164)

Cash flows from operating activities   14,427  2,445 

Investments in property, plant and equipment   (568)  (1,345)

Investments in other intangible assets 8 (123)  (444)

Disposals of property, plant and equipment   9 – 

Disposals of other intangible assets   30 –

Investments in financial assets available for sale  

(investment securities and Biomas shares)

 

9

 

 (69,192)

 

(2,594)

Disposal of financial assets available for sales  

(Santarus shares and investment securities)

 

5

 

 99,081 

 

66,839 

Additional investment in Cosmo R&D interests 12  (5)  (35)

Cash flows from investing activities  29,232 62,421 

Proceeds from interest-bearing loans and borrowings 13 –  979 

Repayments of interest-bearing loans and borrowings 13  (936) (1,171)

Purchase of treasury share  (46,093)  – 

Sale of treasury share 12 – 3,173 

Dividends paid   (14,255)  – 

Cash flows from financing activities   (61,284) 2,981 

Net increase/(decrease) in cash and cash equivalents  (17,625) 67,847 

Cash and cash equivalents at the beginning of the period  46,338 27,302 

Cash and cash equivalents at the end of the period   28,713 95,149 

Cash at hand 11  8 11 

Bank accounts 11 28,705 95,138 

Advances on invoices and bank overdraft  –  – 

Total cash and cash equivalents at the end of the period   28,713 95,149 
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Consolidated statements of changes in equity (unaudited)
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Net equity as at 1 January 2013  14,995,743 3,749  47,845 (16,456) 1,655 51,613 (124) 36,109 210 124,601 

Transactions with treasury shares    2,941    232  3,173 

Additional investment in  

subsidiary interests

 

 

 

 

       

14 

 

(49)

 

 (35)

Personnel cost for stock options     9     9 

Stock option exercised  

during the period

     

(342)

   

342 

  

– 

Total comprehensive  income  

for the period

 

 

 

 

 

 

 

 

 

 

 

(8,772)

 

14

 

63,339 

 

 

 

54,581 

Net equity as at 30 June 2013  14,995,743 3,749  47,845 (13,515) 1,322 42,841 (110) 100,036 161 182,329 

Net equity as at 1 January 2014  14,995,743 3,749 47,845 (2,339)  30 63,355 (135) 107,635 15 220,155 

Purchase of treasury shares    (46,093)      (46,093)

Dividends payment        (14,255)  (14,255)

Additional investment in  

Cosmo R&D interest

        

(2)

 

(3)

 

(5)

Personnel cost for stock options     1,501     1,501 

Total comprehensive income  

for the period

 

 

 

 

 

 

 

 

 

 

 

(63,686)

 

(23)

  

76,808 

 

 

 

 13,099 

Net equity as at 30 June 2014  14,995,743 3,749 47,845 (48,432) 1,531 (331) (158) 170,186 12 174,402 
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Explanatory notes

1 General information

Cosmo Pharmaceuticals S.p.A. with its subsidiaries 

Cosmo S.p.A., Cosmo Technologies Ltd., Cosmo  

Research & Development S.p.A., Cosmo Dermatos 

S.r.l., Cosmo Technologies (Two), Cosmo Pharma-

ceuticals Inc. and Cristoforo Colombo Real Estate 

S.r.l., (“Cosmo Pharmaceuticals” or “Company” or 

“Group”) is a specialty pharmaceutical company: 

the Company’s objective is to become a global leader 

in the field of optimized therapies for selected  

gastrointestinal and selected topically treated skin 

disorders. The Company’s clinical development 

pipeline specifically addresses innovative treat-

ments for Inflammatory Bowel Diseases (IBD),  

colorectal cancer diagnosis, colonoscopy and a  

new chemical entity that is being developed for the 

topical treatment of Acne, Alopecia and Hirsutism.

Cosmo’s proprietary multimatrix technology, 

MMX®, provides an excellent base for the develop-

ment of new, patentable, yet low-risk products, 

manufactured at the Company’s own GMP-approved 

plant. Currently, Cosmo, through its appointed 

partners, has three products on the market and six 

in clinical development. 

Since 12 March 2007, Cosmo Pharmaceuticals’ 

shares have been publicly listed on the Swiss Stock 

Exchange (SIX: COPN). The Company’s stock  

market capitalization as at 30 June 2014 was equal  

to CHF 2.268.855.915,90 

Headquarters and registered address are at via 

Cristoforo Colombo, 1 – 20020 Lainate (Milano), Italy.

The structure of the Company as of 30 June 2014 

is the following:

2 Basis of preparation and accounting policies 

These half-year condensed financial statements 

have been prepared in accordance with the Interna-

tional Financial Reporting Standards (IFRS) issued 

by the International Accounting Standards Board 

(IASB). The designation IFRS also includes all valid 

International Accounting Standards (IAS), as well 

as all interpretations of the International Financial 

Reporting Interpretations Committee (IFRIC),  

formerly the Standing Interpretations Committee 

(SIC). 

In particular, these half-year condensed financial 

statements have been prepared in accordance with 

IAS 34, “Interim Financial Reporting”, and accord-

ingly do not include all information and disclosures 

as required by IFRS for complete financial 

statements. 

The accounting principles and policies used in 

preparation of the interim consolidated financial 

statements are consistent with those used in the 

annual consolidated financial statements for the 

year ended 31 December 2013, except as otherwise 

stated under “New accounting standard and IFRIC 

interpretations” in the following paragraphs.

The preparation of the interim financial state-

ments requires the Management to make estimates 

and assumptions that affect the reported amounts 

of revenues, expenses, assets, liabilities and disclo-

sure of contingent assets and liabilities at the date 

of the interim financial statements. If in the future 

such estimates and assumptions, which are based 

on the Management’s best judgement at the date of 

the interim financial statements, deviate from the 

Cosmo  
Pharmaceuticals S.p.A.

99.58%
Cosmo Research  

& Development S.p.A.

100%
Cosmo  
S.p.A.

100%
Cosmo  

Dermatos S.r.l.

100%
Cosmo

Technologies Ltd.

100%
Cosmo

Technologies Ltd. II

100%
Cosmo  

Pharmaceuticals Inc

100%
Cristoforo  Colombo 

Real  Estate S.r.l.
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actual circumstances, the original estimates and 

assumptions will be modified as appropriate in the 

period in which the circumstances change. 

These condensed interim consolidated financial 

statements should be read in conjunction with the 

consolidated financial statements for the year  

ended 31 December 2013 as they provide an update of 

previously reported information. Operating results 

for the six months ended 30 June 2014 are not neces-

sarily indicative of the results that may be expected 

for the year ending 31 December 2014. The interim 

consolidated financial statements are expressed in 

thousands of euros unless stated otherwise, round-

ing the amounts to the nearest thousand.

New accounting standard and IFRIC 

interpretations

The accounting policies adopted are consistent with 

those of the previous financial year, as no new  

IFRS or IFRIC interpretations that became effective 

on 1 January 2014 are relevant for the Group’s 

operations.

Standards, amendments and interpretations  

effective from 1 January 2014 but not applicable 

to the Group

On 16 December 2011, the IASB issued certain 

amendments to IAS 32 – Financial Instruments: 

Presentation to clarify the application of certain  

offsetting criteria for financial assets and financial 

liabilities in IAS 32. The amendments are effective 

for annual periods beginning on or after 1 January 

2014 and are required to be applied retrospectively.

On 20 May 2013, the IASB issued the IFRIC Inter-

pretation 21 – Levies, an interpretation of IAS 37 

– Provisions, Contingent Liabilities and Contingent 

Assets. The interpretation sets out the accounting 

for an obligation to pay a levy that is not income 

tax. The interpretation addresses what the obligat-

ing event is that gives rise to pay a levy and when a 

liability should be recognized. IFRIC 21 is effective 

for annual periods beginning on or after 1 January 

2014.

On 29 May 2013, the IASB issued an amendment 

to IAS 36 – Recoverable Amount Disclosures for 

Non-Financial Assets addressing the disclosure of 

information about the recoverable amount of im-

paired assets if that amount is based on fair value 

less cost of disposal. The amendments are effective 

retrospectively for annual periods beginning on or 

after 1 January 2014. Earlier application is permitted 

for periods when the entity has already applied IFRS 

13.The application of this amendment will result in 

an expanded disclosure in the Notes to the Consoli-

dated financial statements in case of impairment 

based on fair value less cost of disposal.

On 27 June 2013, the IASB issued narrow scope 

amendments to IAS 39 – Financial Instruments: 

Recognition and Measurement entitled “Novation 

of Derivatives and Continuation of Hedge Account-

ing”. The amendments will allow hedge accounting 

to continue in a situation where a derivative, which 

has been designated as a hedging instrument, is 

novated to effect clearing with a central counterpar-

ty as a result of laws or regulation, if specific 

conditions are met. Similar relief will be included 

in IFRS 9 – Financial Instruments. The amendments 

are effective retrospectively for annual periods  

beginning on or after 1 January 2014. 

On 21 November 2013, the IASB published  

narrow scope amendments to IAS 19 – Employee 

benefits entitled “Defined Benefit Plans: Employee 

Contributions”. These amendments apply to contri-

butions from employees or third parties to defined 

benefit plans in order to simplify their accounting 

in specific cases. The amendments are effective, 

retrospectively, for annual periods beginning on or 

after 1 July 2014 with earlier application permitted.

Accounting principles, amendments and  

interpretations not yet applicable and not early 

adopted by the Group

The following standards, amendments and  

interpretations to existing standards have been  

published but are not yet effective and not early 

adopted by the Group. The Group is currently  

assessing any effect that the adoption of these new 

standards, amendments and interpretations to  

existing standards may have on the financial state-

ments if they are relevant for the Group operations.
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On 12 November 2009, the IASB issued a new 

standard IFRS 9 – Financial Instruments that was 

subsequently amended. The standard, having an 

effective date for mandatory adoption of 1 January 

2015 retrospectively, represents the completion of 

the first part of a project to replace IAS 39 and intro-

duces new requirements for the classification and 

measurement of financial assets and financial  

liabilities. The new standard uses a single approach 

to determine whether a financial asset is measured 

at amortised cost or fair value, replacing the many 

different rules in IAS 39. The approach in IFRS 9  

is based on how an entity manages its financial  

instruments and the contractual cash flow  

characteristics of the financial assets. The most  

significant effect of the standard regarding the  

classification and measurement of financial  

liabilities relates to the accounting for changes in 

fair value attributable to changes in the credit risk 

of financial liabilities designated as at fair value 

through profit or loss. Under the new standard 

these changes are recognised in Other comprehen-

sive income and are not subsequently reclassified  

to the Income statement.

On 6 May, 2014 the IASB issued amendments  

to IFRS 11 – Joint arrangements: Accounting for  

acquisitions of interests in joint operations,  

clarifying the accounting for acquisitions of an  

interest in a joint operation that constitutes a  

business. The amendments are effective, retrospec-

tively, for annual periods beginning on or after  

1 January 2016 with earlier application permitted.

On 12 May, 2014, the IASB issued an amend-

ment to IAS 16 – Property, Plant and Equipment and 

to IAS 38 – Intangible Assets. The IASB has clarified 

that the use of revenue-based methods to calculate 

the depreciation of an asset is not appropriate  

because revenue generated by an activity that in-

cludes the use of an asset generally reflects factors 

other than the consumption of the economic  

benefits embodied in the asset. The IASB also  

clarified that revenue is generally presumed to  

be an inappropriate basis for measuring the con-

sumption of the economic benefits embodied in  

an intangible asset. This presumption, however, 

can be rebutted in certain limited circumstances. 

These amendments are effective for annual periods 

beginning on or after 1 January, 2016, with early  

application permitted.

On 28 May, 2014, the IASB issued IFRS 15 –  

Revenue from contracts with customers. The  

standard replaces specific industry guidance, and 

will require issuers in all industries and countries 

to use a new five-step model to recognize revenue 

from customer contracts. The standard is effective 

for fiscal periods beginning after 15 December, 2016, 

and requires either full or modified retrospective 

application.

Summary of significant accounting policies  

and practices

The accounting principles used in preparation  

of the interim consolidated financial statements  

are consistent with those used in the annual  

consolidated financial statements for the year  

ended 31 December 2013. The major principles 

adopted are detailed below.

Principles of consolidation

Subsidiaries in which the Company has direct or  

indirect controlling interest are consolidated.  

Control is defined as the power to govern the  

financial and operating policies of an enterprise  

so as to obtain benefits from its activities. Control  

is normally evidenced when the Company owns,  

either directly or indirectly, more than 50% of  

the voting rights or potential voting rights of a  

company’s share capital that are currently  

exercisable. The consolidated financial statements 

of Cosmo Pharmaceuticals include the accounts  

of Cosmo Pharmaceuticals S.p.A., Cosmo S.p.A., 

Cosmo Technologies Ltd., Cosmo Research &  

Development S.p.A., Cosmo Dermatos S.r.l.,  

Cosmo Technologies (Two), Cosmo Pharmaceuticals 

Inc. and Cristoforo Colombo Real Estate S.r.l.

The consolidation commences from the date  

on which the subsidiary has been incorporated or 

established.

The financial statements of subsidiaries are 

combined in the consolidated financial statements 
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from the date that control commences until the 

date that control ceases. Non-controlling interest  

in the net assets of consolidated subsidiaries and 

non-controlling interest in the profit or loss of  

consolidated subsidiaries are presented separately 

from the interest of the owners of the parent in  

the consolidated statement of financial position 

and income statement respectively. 

Accounting policies of subsidiaries have been 

changed where necessary to ensure consistency 

with the policies adopted by the Group. 

Intercompany transactions, balances,  

dividends and unrealized gains on transactions  

between Group companies have been eliminated  

in consolidation. 

All assets and liabilities of foreign consolidated 

companies with a functional currency other than 

the euro are translated using the exchange rates  

in effect at the balance sheet date. Income and  

expenses are translated at the average exchange 

rate for the period. Translation differences  

resulting from the application of this method are 

classified as equity until the disposal of the  

investment. Average rates of exchange are used to 

translate the cash flows of foreign subsidiaries in 

preparing the consolidated statement of cash flows.

Property, plant and equipment

Property, plant and equipment are stated at cost  

including related expenses, less accumulated  

depreciation (see below) and impairment losses. 

Depreciation is recognized starting from the 

month in which the asset is available for use or  

potentially able to provide the economic benefits  

associated therewith on a systematic basis, whereby 

the assets are depreciated over their useful lives or, in 

the event of disposal, until their final month of use.

Residual amounts, useful lives and the  

depreciation methods are reviewed at the end of 

every accounting period. 

Improvements to third-party assets are  

classified under property, plant and equipment  

depending on the nature of the asset to which it  

refers. The depreciation period is based on the lower 

of the asset’s remaining useful life and the residual 

duration of the lease of the principal asset. 

Assets held under finance leases, which provide 

the Group with substantially all the risks and  

rewards of ownership, are recognized as assets of 

the Group at their fair value or, if lower, at the  

present value of the minimum lease payments.  

The corresponding liability to the lessor is included 

in the financial statements as financial liabilities. 

Leases where the lessor retains substantially all  

the risks and rewards of ownership of the assets are 

classified as operating leases. Operating lease  

expenditures are expensed on a straight-line basis 

over the lease terms.

Business combinations and goodwill

Business combinations are accounted for using  

the acquisition method of accounting. The consid-

eration transferred in a business combination is 

measured at fair value at the date of acquisition. 

This consideration includes the cash paid plus the 

fair value at the date of exchange of assets given,  

liabilities incurred or assumed and equity  

instruments issued by the Group. The fair value  

of the consideration transferred also includes con-

tingent consideration arrangements at fair value. 

Directly attributable acquisition-related costs are 

expensed in the current period and reported within 

general and administration expenses. At the date  

of acquisition the Group recognizes the identifiable 

assets acquired, the liabilities assumed and any 

non-controlling interest in the acquired business. 

The identifiable assets acquired and the liabilities 

assumed are initially recognized at fair value. 

Where the Group does not acquire 100% ownership 

of the acquired business, non-controlling interests 

are recorded as the proportion of the fair value of 

the acquired net assets attributable to the non-con-

trolling interest. Goodwill is recorded as the surplus 

of the consideration transferred over the Group’s  

interest in the fair value of the acquired net assets. 

Any goodwill and fair value adjustments are record-

ed as assets and liabilities of the acquired business 

in the functional currency of that business.  

Goodwill is not amortized, but is assessed for  

possible impairment at each reporting date and is 
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additionally tested annually for impairment.  

Goodwill may also arise upon investments in  

associates, being the surplus of the cost of invest-

ment over the Group’s share of the fair value  

of the net identifiable assets. Such goodwill is  

recorded within investments in associates.  

Changes in ownership interests in subsidiaries  

are accounted for as equity transactions if they  

occur after control has already been obtained and  

if they do not result in a loss of control.

Other intangible assets

Other intangible assets are recognized as assets 

where it is probable that the use of the asset will 

generate future economic benefits and where the 

costs of the asset can be determined reliably. Other 

intangible assets that are acquired by the Group  

are stated at cost less accumulated amortization 

(see below) and impairment losses, if any. 

Other intangible assets with definite useful 

lives are amortized on a straight-line basis over 

their useful lives, being the estimated period over 

which the Group will use the assets. 

Other intangible assets are amortized from the 

date they are available for use. 

Residual amounts, useful lives and the  

amortization methods are reviewed at the end  

of every accounting period. Patents and rights  

are amortized over their useful lives. 

Expenditures on research activities, under-

taken with the prospect of gaining new technical 

knowledge and understanding, are recognized in 

the income statements as an expense as incurred. 

Development costs are capitalized as an intangible 

asset if all of the following criteria are met:

 _ the technical feasibility of completing the  

intangible asset so that it will be available for 

use or sale; 

 _ the intention to complete the intangible asset 

and use or sell it; 

 _ the ability to use or sell the intangible asset; 

 _ the asset will generate probable future  

economic benefits and demonstrate the  

existence of a market or the usefulness of the 

intangible asset if it is to be used internally; 

 _ the availability of adequate technical, financial 

and other resources to complete the  

development and to use or sell it;

 _ the ability to measure reliably the expenditure 

attributable to the intangible asset during its 

development. 

Following initial recognition of the development 

expenditure as an intangible asset, the cost model 

is applied requiring the intangible asset to be  

carried at cost, less any accumulated amortization 

and accumulated impairment losses. The intangible 

asset is amortized on a straight-line basis over the 

period of its expected benefit, starting from the 

date of full commercial use of the product. During 

the period of development, the asset is tested for 

impairment annually. 

If specific events indicate that impairment of 

an item of intangible asset may have taken place, 

the item’s recoverability is assessed by comparing 

its carrying amount with its recoverable amount. 

The recoverable amount is the higher between 

the fair value net of disposal costs and the value in 

use, as defined in the following paragraph.

Impairment of property, plant and equipment 

and intangible assets

The carrying amounts of the Group’s tangible and 

intangible assets are reviewed at each balance sheet 

date to determine whether there is any indication 

of impairment. If any such indication exists,  

the asset’s recoverable amount is estimated. 

For goodwill assets that have an indefinite  

useful life and intangible assets that are not yet 

available for use, the recoverable amount is esti-

mated at each balance sheet date. 

An impairment loss is recognized whenever the 

carrying amount of an asset or its cash-generating 

unit exceeds its recoverable amount. Impairment 

losses are recognized in the income statements. 

The recoverable amount is the higher of an as-

set’s fair value less costs to sell, if there is an active 

market, and its value in use. If there is no binding 

sales agreement, the fair value is estimated at the 

amount expressed by an active market, by recent 

transactions or on the basis of the best available 
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information indicating the amount that the Com-

pany would obtain from the asset’s sale. 

Value in use is the present value of the estimated 

future cash flows expected to arise from the  

continuing use of an asset or cash-generating unit 

and from its disposal at the end of its useful life. 

The cash flows are determined on the basis  

of reasonable and documented assumptions  

representing the best estimate of the future  

economic conditions that will take place over the 

residual useful life of the asset, giving greatest 

weight to external indicators. The discounting rate 

(pretax) takes into account the risk implicit in the 

business sector and the financial component based 

on the timing. With the exception of losses on 

goodwill, impairments in value are reversed when 

there is an indication that the impairment loss may 

no longer exist and there has been a change in the 

estimates used to determine the recoverable 

amount. An impairment loss is reversed only to the 

extent that the asset’s carrying amount does not  

exceed the carrying amount that would have been 

determined, net of depreciation or amortization,  

if no impairment loss had been recognized.

Financial assets

Financial assets within the scope of IAS 39 are clas-

sified as financial assets at fair value through profit 

or loss, loans and receivables, held-to-maturity  

investments, or available-for-sale financial assets, 

as appropriate. When financial assets are recog-

nized initially, they are measured at fair value, 

plus, in the case of investments not at fair value 

through profit or loss, directly attributable transac-

tion costs. The Group determines the classification 

of its financial assets on initial recognition and, 

where allowed and appropriate, re-evaluates this 

designation at the end of each financial year. 

All “regular way” purchases and sales of  

financial assets are recognized on the trade date, 

which is the date that the Group commits to  

purchase the asset. 

Regular way purchases or sales are purchases  

or sales of financial assets that require delivery of 

assets within the period generally established by 

regulation or convention in the marketplace. 

Available-for-sale financial assets are those  

non derivative financial assets that are designated 

as available for sale or are not classified in any of  

the three preceding categories. After initial meas-

urement, available-for-sale financial assets are 

measured at fair value, at the close of business on 

the balance sheet date, with unrealized gains or 

losses recognized directly in equity until the invest-

ment is derecognized or determined to be impaired, 

at which time the cumulative gain or loss previous-

ly recorded in equity is recognized in profit or loss. 

The fair values of listed investments are based 

on current market prices. If the market for a finan-

cial asset is not active and for unlisted securities, 

the Group establishes fair values by using valuation 

techniques. These include the use of recent arm’s-

length transactions, reference to other instruments 

that are substantially the same, discounted cash 

flow analysis, and option-pricing models refined to 

reflect the Company’s specific circumstances.

At each balance sheet date, the Group assesses 

whether a financial asset or group of financial  

assets is impaired. 

If an available-for-sale financial asset is  

impaired, an amount comprising the difference  

between its cost (net of any principal payment and 

amortization) and its current fair value, less any 

impairment loss previously recognized in profit or 

loss, is transferred from equity to profit or loss.

Inventories

Inventories are stated at the lower of acquisition or 

production cost in accordance with the first-in first-

out (FIFO) principle and net realizable value.

Trade and other receivables and payables

Trade and other receivables are stated at amortized 

cost net of impairment losses. The impairment loss 

is calculated on the basis of recovery assessments  

by analyzing each receivable considered unlikely to  

be collected and the overall risk of non-recovery of 

the receivables. When the payment of the sum due is 

postponed beyond normal credit terms offered to 

customers, it is necessary to discount the receivable. 



26 Cosmo Pharmaceuticals Half-Year Report 2014 – Explanatory notes

Trade and other payables are measured at amor-

tized cost which reflects the effective interest rate in 

the income statement and represents the rate used 

to discount the expected future cash flows to the  

carrying value of the assets to which they relate.

Derivative financial instruments

Derivative financial instruments are used for hedg-

ing purposes, in order to reduce currency, interest 

rate and market price risks. In accordance with  

IAS 39, derivative financial instruments qualify for 

hedge accounting only when at the inception of the 

hedge there is formal designation and documenta-

tion of the hedging relationship, the hedge is 

expected to be highly effective, its effectiveness 

can be reliably measured and it is highly effective 

through-out the financial reporting periods for 

which the hedge is designated. 

All derivative financial instruments are  

measured in accordance with IAS 39 at fair value. 

When derivative financial instruments qualify 

for hedge accounting, the following accounting 

treatment applies:

Fair value hedge – Where a derivative financial 

instrument is designated as a hedge of the exposure 

to changes in fair value of a recognized asset or  

liability that is attributable to a particular risk and 

could affect the income statement, the gain or loss 

from re-measuring the hedging instrument at  

fair value is recognized in the income statement. 

The gain or loss on the hedged item attributable  

to the hedged risk adjusts the carrying amount of 

the hedged item and is recognized in the income 

statement. 

Cash flow hedge – Where a derivative financial 

instrument is designated as a hedge of the exposure 

to variability in future cash flows of a recognized  

asset or liability or a highly probable forecasted 

transaction and could affect the income statement, 

the effective portion of any gain or loss on the deriv-

ative financial instrument is recognized directly in 

equity. The cumulative gain or loss is removed from 

equity and recognized in the income statement at 

the same time as the economic effect arising from 

the hedged item affects income. The gain or loss 

associated with a hedge or part of a hedge that has 

become ineffective is recognized in the income 

statement immediately. When a hedging instru-

ment or hedge relationship is terminated but  

the hedged transaction is still expected to occur,  

the cumulative gain or loss realized to the point of 

termination remains in shareholders’ equity and  

is recognized in the income statement at the same 

time as the underlying transaction occurs. If  

the hedged transaction is no longer probable,  

the cumulative unrealized gain or loss held in 

shareholders’ equity is recognized in the income 

statement immediately.

Interest-bearing loans and borrowings

Interest-bearing loans and borrowings are initially 

recognized at fair value less attributable transaction 

costs. Subsequent to initial recognition, interest-

bearing loans and borrowings are stated at 

amortized cost with any difference between cost 

and redemption value being recognized in the  

income statement over the period of the borrowings 

on an effective interest basis. They are included  

in current liabilities, except for maturities greater 

than 12 months after the balance sheet date.

Forms of remuneration involving participation 

in stock capital (stock option plans)

The Group grants additional benefits to the Board 

and senior management and key employees 

through stock option plans. Pursuant to IFRS 2, 

“Share-based payment”, these plans represent a 

form of remuneration for the beneficiaries. The  

cost is equal to the fair value as calculated on the 

date the option rights are granted and is recorded in 

the income statement on a straight-line basis over 

the vesting period, i.e. the date between the date 

the stock option plan was granted and the date the 

rights matured. The corresponding entry is made  

directly to shareholders’ equity. Changes in fair value 

after the grant date do not have an effect on the  

initial valuation. At each balance sheet date, the 

Group revises its estimate of the number of options 

that are expected to become exercisable. It recognizes 

the impact of the revision to original estimates, if 
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any, in the income statements, with a correspond-

ing adjustment to equity. The proceeds received net 

of any directly attributable transaction costs are 

credited to share capital (nominal value) and share 

premium when the options are exercised. 

Revenue and cost recognition

Revenue, income, costs and charges are recorded 

net of discounts and allowances. 

Revenue from the sale of goods is recognized in 

the income statement when the significant risks 

and rewards of ownership have been transferred  

to the buyer. Revenue from services rendered is  

recognized in the income statement in proportion 

to the stage of completion of the transaction at the 

balance sheet date. The stage of completion is  

assessed by reference to surveys of work performed. 

No revenue is recognized if there are significant un-

certainties regarding recovery of the consideration 

due, associated costs or the possible return of goods 

cannot be estimated reliably and there is no contin-

uing management involvement with the goods. 

Revenues from licensing contracts for non- 

refundable up-front fees, in situations where no 

further performance obligation exists, are recog-

nized on the earlier of when payments are received 

or collection is assured. Up-front fees related to  

future performance obligations are either spread 

over the duration of such obligations or part of the 

revenue provisioned therefore. Where continuing 

significant involvement is required in the form of 

support, revenues are recognized over the relevant 

period. 

Revenues from licensing contracts for mile-

stones are recognized in the period the outcome  

can be estimated reliably, which is in general when 

the milestone is successfully achieved, which is  

determined when the funding party agrees that the 

required results stipulated in the agreement have 

been met. 

Income from royalties is recognized on an  

accrual basis and represents income earned  

as a percentage of product sales, in accordance  

with the terms of the relevant agreement. 

Research government grants are recognized at 

their fair value at the moment in which the Group 

issuing the grant has confirmed its approval and 

the proceeds are definite; they are recognized in the 

income statement over the period necessary to 

match them with the costs that they are intended 

to compensate. 

Rental income from investment property is  

recognized in the income statement on a straight-

line basis over the term of the lease. 

Interest income is accounted for based on the 

effective rate of return on an accrual basis. 

Payments made under operating leases are  

recognized in income statements on a straight-line 

basis over the term of the lease. 

Minimum lease payments made under finance 

leases are apportioned between the finance expense 

and the reduction of the outstanding liability. 

Expenditures on research activities, undertaken 

with the prospect of gaining new technical knowl-

edge and understanding, as well as development 

costs not capitalized, are recognized in the income 

statement as an expense as incurred.

Income tax

The tax charge for the period is determined on the 

basis of prevailing laws and regulations. Taxes on 

income are recognized in the income statement  

except to the extent that they relate to items direct-

ly charged or credited to equity, in which case the 

related income tax effect is recognized in equity. 

Deferred tax assets and liabilities are determined 

on the basis of all the temporary differences between 

the carrying amount of an asset or liability in the 

statement of financial position and its correspond-

ing tax basis. Deferred tax assets resulting from 

unused tax losses and temporary differences are  

recognized to the extent that it is probable that  

future taxable profit will be available against which 

they can be utilized. 

Current and deferred income taxes and  

liabilities are offset when there is a legally  

enforceable right to offset. 

Deferred tax assets and liabilities are measured 

at the substantively enacted tax rates that are 



28 Cosmo Pharmaceuticals Half-Year Report 2014 – Explanatory notes

expected to apply to taxable income in the periods 

in which temporary differences will be reversed. 

Cosmo Pharmaceuticals S.p.A. and its Italian 

subsidiaries have elected to take part in the domes-

tic tax consolidation program pursuant to Articles 

117/129 of the Consolidated Income Tax Act (TUIR). 

Cosmo Pharmaceuticals S.p.A. acts as the consoli-

dating company in this program and calculates a 

single taxable base for the group of companies  

taking part, thereby enabling benefits to be realized 

from the offsetting of taxable income and tax losses 

in a single tax return. Each company participating 

in the consolidation transfers its taxable income  

or tax loss to the consolidating company. Cosmo 

Pharmaceuticals S.p.A. recognizes receivables  

from companies contributing taxable incomes,  

corresponding to the amount of IRES (corporate  

income tax) paid on its behalf. In the case of a  

company bringing a tax loss into the consolidation, 

Cosmo Pharmaceuticals S.p.A. recognizes a payable 

to that company for the amount of the loss actually 

set off at a group level.

Treasury shares

Treasury shares are presented as a deduction from 

equity. The purchase cost of treasury shares and the 

sales proceeds of any subsequent sale are presented 

as movements in equity.

Dividend distribution

Dividend distribution to the company’s share-

holders is recognized in the Group’s financial 

statements in the period in which the dividends  

are approved by the Company’s shareholders.

Segment reporting

The Management has identified only one business 

segment, which is the pharmaceutical segment. 

Indeed, the Management did not identify other 

operating segments to which specific and different 

risks and benefits can be related to and the Manage-

ment’s reports to support the decision process are 

regularly and consistently prepared. 

Moreover, the Management did not believe that 

costs of investments could be reasonably allocated 

unless through an arbitrary allocation which would 

not provide a better disclosure than that provided 

by the pharmaceutical sector considered as a whole. 

In particular, under the Group’s current organi-

zational structure most of the investments made 

and costs incurred by the Group while performing 

its production activities cannot be allocated to a 

specific geographical area or to a specific customer 

segment, or to the production of specific products. 

Therefore, the Management believes that, to 

date, segment reporting by either geographical  

area or products or customers would not improve  

the understanding of the Group results or the 

 presentation of risks and profitability.

3 Revenue

In H1 2014 revenue, in comparison with the same 

period of previous year, increased by EUR 14,515 

thousand or 54.6% to EUR 41,077 thousand, and is 

detailed here below:

EUR 1,000 30.06.2014 30.06.2013

Manufacturing on behalf of 

third parties:

 

 

  

Manufacturing of generic 

products and specialty 

drugs

 

 

5,884 

 

 

5,377

Manufacturing of MMX® 

products

 

16,617 

 

8,438

Related services  65 204

Other revenues from sales  53 38

Licence fees, up-front fees 

and milestones

 

3,661 

 

5,252

Royalties 14,797 7,253

Total revenue 41,077 26,562

Manufacturing of generic products and specialty 

drugs increased by 9.4% to EUR 5,884 thousand.

The item “Manufacturing of MMX® products”  

relates to manufacturing of Shire’s Lialda®/ 

Mezavant® and of Giuliani’s and Nogra Pharma's 

Mesavancol® and to manufacturing of Santarus’ 

Uceris® and of Ferring’s Cortiment®.

Cosmo continues being the sole manufacturer of  

Lialda®/Mezavant®/Mesavancol® and during the 

period 1 January – 30 June, 2014 Cosmo delivered 
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136.3 million tablets at a production revenue of  

EUR 8,914 thousand (in the period 1 January –  

30 June, 2013, 106.6 million tablets, EUR 7,165 thou-

sand) an increase of 29.7 million tablets or 27.9%, 

and an increase in the revenue of 24.4% due to the 

different product mix (bulk or packaged product). 

In H1 2014 “manufacturing of MMX® products” 

include EUR 7,703 thousand for Uceris®/Cortiment® 

tablets (Budesonide MMX®) sold to Santarus and 

Ferring (EUR 1,273 thousand in H1 2013), an increase 

of 505.1%, considering Santarus’ estimated net 

sales for H1 2014 equal to USD 100.1 million

Revenue from “Related services” as at 30 June 

2014 decreased by 68.1% to EUR 65 thousand.

 “License fees, up-front fees and milestones” in  

H1 2014 relates to USD 5.0 million, or EUR 3,661 

thousand, due from Santarus on first time Uceris®’ 

sale reaching USD 75.0 million; in H1 2013 relates to 

USD 7.0 million, or EUR 5,252 thousand, due from 

Santarus at the first sale of Uceris®.

Revenue from “royalties” in the period 1 January 

– 30 June, 2014 includes EUR 5,925 thousand  

relating to the royalties on Lialda®/Mezavant®/ 

Mesavancol® (EUR 5,850 thousand in H1 2013):  

in H1 2014 Cosmo has reached the royalties  

cap on the sale of Lialda®/Mezavant® contractually 

foreseen by the license agreement with Nogra 

Pharma.

In H1 2014 revenue from “royalties” also include 

EUR 8,862 thousand relating to the royalties on  

Uceris®/Cortiment® sales (EUR 1,393 thousand in  

H1 2014): royalties for Uceris® are estimated  

by considering Santarus’ estimated net sales for  

H1 2014 equal to USD 100.1 million.

4 Net operating expenses 

Net operating expenses presented in the income 

statement by function are detailed and commented 

by nature below:

EUR 1,000 30.06.2014 30.06.2013

Other income  22 15

Changes in inventories of 

finished goods and work in 

progress

 

 

(93)

 

 

380

Raw materials and 

 consumables used

 

(3,738)

 

(3,538)

Personnel expenses (7,572) (6,292)

Outsourced preclinical and 

clinical trial costs

 

(3,085)

 

(2,644)

Other operating expenses (7,600) (5,133)

Depreciation and 

 amortization

 

(4,405)

 

(2,658)

Total net operating expenses (26,471) (19,870)

Personnel expenses

The item, which includes the cost of the entire 

staff, comprises the following: 

EUR 1,000 30.06.2014 30.06.2013

Salaries and wages  4,897  4,972 

Social security contributions  1,147  1,109 

Employee benefits  180  176 

Stock options  1,317  9 

Other costs  31  26 

Total personnel expenses  7,572  6,292 

Despite the increase in the entire staff, and with 

the exclusion of the stock options costs, H1 2014 

personnel expenses are in line with the same period 

of the previous year mainly due to the one-off bonus 

payments of EUR 1,686 thousand in January 2013 to 

management and staff.

The entire staff as at 30 June 2014 and 2013 is 

shown by category here below:

No. of people 30.06.2014 30.06.2013

Managers  16 13

Junior managers  12 10

Employees  70 65

Workers  81 73

Total number  179 161
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Outsourced preclinical and clinical trial costs

Preclinical and clinical trials costs outsourced to 

subcontractors and expensed in the income  

statement in H1 2014 and H1 2013 mainly refer to  

CB-03-01 and to CB-17-01 project.

Other operating expenses

The item comprises the following:

EUR 1,000 30.06.2014 30.06.2013

Service costs 7,060 4,438

Operating lease expenses  99 87

Other operating costs  441 608

Total other operating 

expenses

 

7,600 

 

5,133

The increase in “Service costs” in H1 2014 is 

mainly due to the milestone payment of EUR 720 

thousand (USD 1 million) paid to Biomas for  

exclusive licence for the product CB 06-02 (see  

note 9 Financial assets) and to advertising and  

marketing costs of EUR 1,488 thousand for the  

advertising campaign on Zacol in Italy.

Depreciation and amortization

The item comprises the following:

EUR 1,000 30.06.2014 30.06.2013

Depreciation of property, 

plant and equipment

 

1,263 

 

1,217

Amortization of other 

 intangible assets

 

3,142 

 

1,441

Total depreciation and 

amortization

 

4,405 

 

2,658

Depreciation of property plant and equipment 

mainly refers to the whole real estate property in 

Lainate (industrial plant, laboratories and offices) 

headquarter of the Group and to machinery and 

production facilities for the manufacturing busi-

ness of pharmaceuticals product.

Amortization of other intangible assets mainly 

refers to the patent and rights and to the amortiza-

tion of the R&D capitalized costs on Budesonide 

MMX®. The amortization is calculated on a 

straight-line basis over the period of its expected 

benefit.

5 Financial income and expenses

The item comprises the following:

EUR 1,000 30.06.2014 30.06.2013

Financial income   

Financial gain on sale of 

Santarus shares

 

65,089 

 

58,178

Other 1,729 364

Total financial income 66,818 58,542

Financial expenses

Interests on medium and 

long term bank loan

 

 25 

 

31

Interests on financial lease 

payables

 

 95 

 

100

Other 1,927 234

Total financial expenses 2,047 365

Financial income 

 (expense), net

 

64,771

 

58,177
 

“Financial gain on sale of Santarus shares” refers to 

the gain on the sale of 2,991,044 Santarus shares 

(NASDAQ: SNTS) tendered to Salix for USD 32 per 

share as part of Salix’s bid to acquire all of Santarus 

in a transaction that was completed on 2 January 

2014. The gross proceeds amounted to EUR 70,409 

thousand (corresponding to USD 95,713 thousand) 

and the related transaction fees & expenses were 

EUR 19 thousand. Considering the average price of 

EUR 1.772 paid per share, the realized gain amounts 

to EUR 65,089 thousand, of which EUR 64,016 thou-

sand were accounted as gain reclassified through 

profit or loss from the fair value reserve as at  

31 December 2013.

Other financial income as at 30 June 2014 mainly 

includes EUR 147 thousand for interest on cash and 

cash equivalents (EUR 172 thousand in H1 2013), 

EUR 1,200 thousand for interest and gain on the 

sale of listed bonds and securities (EUR 5 thousand 

in H1 2013), foreign exchange differences for 

EUR 368 thousand (EUR 187 thousand in H1 2013). 

Other financial expenses as at 30 June 2014 

mainly include EUR 1,159 thousand for foreign  

exchange differences (EUR 215 thousand in H1 2013), 

EUR 758 thousand for loss on the sale of listed bonds 

and securities (EUR 0 thousand in H1 2014) and 
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EUR 1 thousand for interest expenses calculated  

on the present value of the liabilities for defined 

benefits plan (EUR 1 thousand in H1 2013). 

6 Income tax expenses

The item comprises the following: 

EUR 1,000 30.06.2014 30.06.2013

Income tax I.R.E.S. and 

other corporation taxes

 

2,422 

 

1,350

Income tax I.R.A.P.  245 128

Current income tax 2,667 1,478

Deferred tax assets 5 172

Deferred tax liabilities (103) (120)

Deferred tax (98) 52

Total income tax expenses 2,569 1,530

Cosmo Pharmaceuticals S.p.A. and its Italian sub-

sidiaries have elected to take part in the domestic 

tax consolidation program, pursuant to Articles 

117/129 of the Consolidated Income Tax Act (TUIR).

7 Basic and diluted earnings per share

Basic earnings per share are calculated by dividing 

the net profit (loss) for the period attributable to  

ordinary shareholders by the weighted average 

number of ordinary shares outstanding during the 

period. Basic earnings per share are as follows:

 30.06.2014 30.06.2013

Net profit attributable to 

shareholders (in EUR 1,000)

 

76,808 

 

63,339

Weighted average number of 

outstanding ordinary shares

 

14,443,541 

 

14,032,154

Basic earnings per share 

(in EUR)

  

 5.318 

 

4.514

Diluted earnings per share are calculated by  

dividing the net profit for the period attributable  

to ordinary shareholders by the weighted average  

number of ordinary shares outstanding during  

the period, plus the weighted average number of  

potential ordinary shares. 

With reference to the stock option plan, the  

potential number of ordinary shares is represented 

by the shares that would be issued as a consequence 

of the conversion of all options into ordinary shares; 

regarding the stock option plan set up in March 2012 

and in March 2014, as the weighted average market 

price in H1 2014 was higher than exercise price, the 

potential shares are included in the calculation of di-

luted earnings per share for H1 2014 starting from  

1 January 2014.

 30.06.2014 30.06.2013

Net profit attributable to 

shareholders (in EUR 1,000)

 

76,808 

 

63,339

Weighted average number of 

outstanding ordinary shares

 

14,443,541 

 

14,032,154

Incremental shares from 

 assumed options exercise

 

178,917 

 

738,036

Adjusted weighted average 

number of outstanding 

 ordinary shares

 

 

14,622,458 

 

 

14,770,189

Diluted earnings per share 

(in EUR)

 

5.253 

 

4.288

8 Other intangible assets

As at 30 June 2014, “Other intangible assets” in-

cludes capitalized development costs of EUR 16,810 

thousand net of cumulated amortization of 

EUR 8,405 thousand, for the development of  

Budesonide MMX®. The asset is amortized on a 

straight-line basis over the period of its expected 

benefit.

9 Financial assets

The item is detailed as follows:

a) Non-current

EUR 1,000 30.06.2014 31.12.2013

Financial assets available 

for sale – AIMM shares

  

2,594 

 

 2,594 

Financial assets available for 

sale – BIOMAS shares

 

1,444

 

–

Other financial assets avail-

able for sale – non current 

investment securities

 

  

79,352 

 

 

 12,919 

Non current financial  

assets

 

 83,390 

  

15,513 
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b) Current

EUR 1,000 30.06.2014 31.12.2013

Financial assets available 

for sale – Santarus shares

 

– 

 

 69,316 

Other financial assets  

available for sale – current 

investment securities

 

 

 24,761 

 

 

 52,507 

Current financial assets  24,761  121,823 

On 11 March 2014, as a consequence of a capital  

increase, the Group acquired an interest  

corresponding to 17.24% of the capital of BIOMAS 

Ltd (Israel), a company focused on the development  

of Tellurium for therapeutic applications, for  

the total amount paid of EUR 1,444 thousand  

(USD 2 million). At the same time the Group got  

the worldwide license for all topical applications  

of their main product CB 06-02 (see note 4 Net  

operating expenses).

AIMM shares refers to 6.48% of the capital  

of AIMM Therapeutics B.V. (Amsterdam – The  

Netherlands), a company focused on antibody  

discovery, acquired in June 2013 for the total 

amount paid of EUR 2,594 thousand (for further  

details see note 17 Related parties transactions).

As at 30 June 2014, investment in BIOMAS  

and AIMM have been maintained at the initial  

recognised cost, considered representative of its 

fair value.

Non current investment securities consist of 

Italian Treasury and listed bonds; current  

investment securities consist of short term or  

marketable securities which represent temporary 

investments, but which do not satisfy all the  

requirements for being classified as cash  

equivalents: gains and losses arising from the  

adjustment to the fair value, were recognized in  

the “comprehensive income”.

10 Other receivables and other assets

The item comprises the following:

EUR 1,000 30.06.2014 31.12.2013

Government grant  941  941 

VAT receivables 1,924 2,427 

Prepaid expenses  298  210 

Other prepaid  547  602 

Total other receivables and 

other assets

 

3,710 

 

4,180 

11 Cash and cash equivalents

“Cash and cash equivalents” comprises the 

following:

EUR 1,000 30.06.2014 31.12.2013

Cash at hand  8  14 

Bank accounts  28,705  46,324 

Total cash and cash 

 equivalents

 

 28,713 

  

46,338 

The liquidity of the Group includes availability on 

current bank account and short-term “time depos-

it” bank contracts.

12 Total shareholders’ equity

The item “Total shareholders’ equity” comprises the 

following:

EUR 1,000 30.06.2014 31.12.2013

Share capital 3,749 3,749 

Share premium  47,845  47,845 

Treasury shares (48,432) (2,339)

Stock option plan reserve 1,531  30 

Available for sale financial 

assets reserve

 

(331)

  

63,355 

Employee benefits actuarial 

gains/losses reserve

 

(158)

 

(135)

Retained earnings  93,378  38,902 

Profit/(Loss) for the period  76,808  68,733 

Equity attributable to  

owners of the company

 

 174,390 

 

 220,140 

Non controlling interests  12  15 

Total equity 174,402 220,155 
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Share capital

As at 30 June 2014, Cosmo Pharmaceuticals had 

14,995,743 shares issued, fully subscribed and paid 

up, each share with a nominal value of EUR 0.25, 

for a total share capital of EUR 3,749 thousand.

Share premium

As at 30 June 2014, “Share premium” of EUR 47,845 

thousand refers to the proceeds from the 2007  

offering of new shares at the IPO and from the share 

capital increase for Cosmo Research & Development 

S.p.A. (formerly BioXell) acquisition in 2010.

Treasury shares

Treasury shares are valued at weighted average cost 

and have been deducted from equity. 

As at 30 June 2014, the number of treasury shares 

amounted to 741,099; during the H1 2014, 599,830 

treasury shares were purchased in a share buyback 

at a purchase price of CHF 93.25 per shares for the 

purpose of creating a new stock option plan. The 

share buy-back was completed on 24 February 2014 

and the three largest shareholders sold a total of 

355,330 shares to the Company, the remaining 

shareholders tendered 244,500 shares. The number 

of shares outstanding developed as follows:

 2014

As at 1 January 14,854,474 

Treasury shares  

Purchased (599,830)

Sold –

As at 30 June 14,254,644 

Stock option plan reserve

In H1 2014, the expense for the stock options allocated 

in March 2012 and March 2014, amounted to  

EUR 1,501 thousand of which EUR 1,317 thousand 

for management and personnel and EUR 184  

thousand for non-Executive Directors (in H1 2013  

EUR 9 thousand for management and personnel).

As at 30 June 2014, “Stock option plan reserve” 

refers to the stock options plans allocated in 2012 

and 2014, with vesting date 22 March 2015 and  

26 March 2017, and expiry date 15 April 2015 and  

26 March 2020 respectively.

Available-for-sale financial asset reserve

As at 30 June 2014, “Available-for-sale financial asset 

reserve” is mainly due to measurement at fair value 

of the Italian Treasury and listed bonds which are 

included in the financial assets available for sale 

(non current and current).

Employee benefits actuarial gains/losses reserve

As at 30 June 2014, “Employee benefits actuarial 

gains/losses reserve” includes the cumulated  

actuarial gains/losses on the employee benefits,  

recorded following the application of the amend-

ment to IAS 19. 

Non-controlling interests

“Non controlling interests” refers to minority  

interests originated in 2010 with the Cosmo  

Research & Development S.p.A. (formerly BioXell) 

business combination and corresponding to 1.04% 

of its capital including non-owners profit (loss) 

since the acquisition date. After the business  

combination, the additional investment in the sub-

sidiary is accounted as equity transaction, with the 

gain/loss accounted in the “Retained earnings”.

In the H1 2014 they decreased by EUR 3 thousand 

due to the additional purchase of shares in the  

subsidiary held by outside investors (0.09% of the 

capital for a total consideration of EUR 5 thousand) 

accounted as equity transaction, with the loss of 

EUR 2 thousand accounted in the “Retained 

earnings”. 

As at 30 June 2014 “Non controlling interests” 

are equal to 0.42% of the equity interest of the  

subsidiary Cosmo Research & Development S.p.A. 

(formerly BioXell).

Dividend

During the H1 2014 the shareholder’ equity  

attributable to owners of the company decreased  

by EUR 14,255 thousand due to the dividend  

distribution of EUR 1 per share, approved by the 

General Assembly of Shareholders on 16 April,  

2014, on the 14,254,644 shares outstanding.
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13 Interest-bearing loans and borrowings 

 (current and non-current)

Non-current and current “Interest-bearing loans 

and borrowings” are detailed here below: 

a) Non-current

EUR 1,000 30.06.2014 31.12.2013

Bank loans 1,481 1,762 

Total bank loans 1,481 1,762 

Financial lease liabilities 7,314 8,000 

Total financial lease 

 liabilities

 

7,314 

 

8,000 

Total interest-bearing loans 

and borrowings (non current)

 

8,795 

 

9,762 

b) Current

EUR 1,000 30.06.2014 31.12.2013

Advances on invoices and 

bank overdraft

 

–

 

–

Bank loans  662  654 

Total bank loans  662  654 

Financial lease liabilities 1,359 1,332 

Total financial lease 

 liabilities

 

1,359 

 

1,332 

Total interest-bearing loans 

and borrowings (current)

 

2,021 

 

1,986 

In H1 2014 the Group has reimbursed the instal-

ments of the loans and of the financial leases in 

accordance with the contractually foreseen repay-

ment schedules.

14 Employee benefits

The item “Employee benefits” (“trattamento di fine 

rapporto”/TFR) only refers to the Italian companies 

of the Group and has been determined on an actuar-

ial calculation method, in compliance with the 

revised IAS 19. 

Movements in the period are as follows: 

EUR 1,000 As at Changes in the period As at 

  1 January 

2014

 

Accrued

Interest 

 costs

Actuarial 

(Gains)/losses

 

Utilized

30 June 

2014

Employee benefits 412 180 1 32 (173) 452

Total Employee benefits 412 180 1 32 (173) 452

EUR 1,000 As at Changes in the period As at 

  1 January 

2013

 

Accrued

Interest 

 costs

Actuarial 

(Gains)/losses

 

Utilized

30 June 

2013

Employee benefits 385 176 1 (19) (164) 379

Total Employee benefits 385 176 1 (19) (164) 379
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The principal assumptions for the purpose of the 

 actuarial valuation were as follows: 

% 30.06.2014 30.06.2013

Discount rate (EUR Com-

posite A yield curve)

 

2.29%

 

3.20%

Inflation rate 2.00% 2.00%

Future salary increase 

 (inflation rate included)

 

4.00%

 

4.00%

Future pension increase n/a n/a

Mortality rate RGS 48 RGS 48

Average annual departure 

rate

 

6.61%

 

7.05%

Amounts recognized in the income statements are 

as follows: 

EUR 1,000 30.06.2014 30.06.2013

Current services cost* 180 176

Interest expenses on  

obligation**

 

1

 

1

 *  of which 172 and 170 respectively for 2014 and 2013, 

amount transferred to external fund.

**  interest expenses calculated on the present value of the 

liabilities for defined benefits plan.

Amounts recognized in the Other comprehensive 

income are as follows:

EUR 1,000 30.06.2014 30.06.2013

Actuarial (gains)/losses 32 (19)

15 Other current liabilities

The item comprises the following:

EUR 1,000 30.06.2014 31.12.2013

Social security payables  322  417 

VAT payable  832  998 

Other liabilities 1,020 1,123 

Advances from customers  12  12 

Accrued expenses and 

 deferred income

 

 4 

 

 1 

Total other current liabilities 2,190 2,551 

16 Share-based payments

The extraordinary shareholders’ meeting of 14  

December 2006 authorized the increase of the share 

capital of a maximum of nominal EUR 378,000 with 

the issuance of 1,513,200 new shares at the service 

of an employee stock ownership plan (ESOP), to  

be implemented within the following five years. At 

the shareholders’ meeting the Board of Directors 

was formally authorized to execute such plan.

On 18 December 2007, the Board of Directors 

granted a total of 1,013,568 options ("Option series 

1") with a vesting period of three years and an  

exercise price of CHF 22 per share, and expiring at  

14 December 2011. The fair value of options granted, 

determined using the Black-Scholes valuation  

model, resulted in a value of CHF 3.14 per option. 

The general assembly of shareholders on 15 

April 2010 revoked the first approval and replaced it 

by a new approval granting the Board a new author-

ity to again issue 1,513,200 shares up to 15 April 

2015. On 30 April 2010 the Board of Directors decided 

to extend the exercise period of the existing plan to 

15 April 2015 (originally 14 December 2011). 

This modification to the original stock option 

plan (SOP) has determined the variation in the fair 

value of options: therefore the difference in the fair 

value estimated as at 30 April 2010 considering the 

original SOP expiring on 14 December 2011 and the 

same SOP with extended expiring date to 15 April 

2015 (both with vesting date 18 December 2010), was 

charged to profit and loss over the residual vesting 

period (30 April 2010 – 18 December 2010). The total 

variation of fair value amounts to CHF 0.051 per  

option, for a total amount of CHF 51,692. 

The options granted were recognized as costs 

over the vesting period ended on 18 December 2010. 

In relation to the "Option series 1", after the 2013  

exercise of 852,588 options as at 30 June 2014, no  

options are outstanding (998,304 options exercised 

and 15,264 options forfeited). The exercise of all the 

options in 2013 and in 2012 has been settled through 

the assignment of treasury shares and no capital  

increase has occurred. 

On 22 March 2012, the Board of Directors grant-

ed a total of 15,264 options ("Option series 2") with a 
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vesting period of three years and an exercise price 

of CHF 22 per share, and expiring at 15 April 2015. 

The fair value of options granted, determined on 

the basis of a binomial tree generated by the Fincad 

program – technique similar to the Black-Scholes 

valuation model –, resulted in a value of CHF 4.06 

per option. The options granted are recognized as 

costs over the vesting period. 

After the February 2014 shares buy-back for the 

purpose of creating a new stock options plan, on  

26 March 2014, the Board of Directors granted a  

total of 638,000 options with a vesting period of 

three years, expiring at 26 March 2020 and an  

exercise price of CHF 100.36 for 150,000 options 

("Option series 3") and of CHF 79.64 for 488,000  

options ("Option series 4"). 

The fair value of options granted, determined on 

the basis of a binomial tree generated by the Fincad 

program – technique similar to the Black-Scholes 

valuation model –, resulted in a value of CHF 24.20 

per option ("Option series 3") and of CHF 35.01 per  

option ("Option series 4"). The options granted are 

recognized as costs over the vesting period. 

In H1 2014, in relation to the "Option series 2", 

"Option series 3","Option series 4" the expense for 

the value of employees’ and Directors’ services  

exchanged for stock options amounted to EUR 1,501 

thousand of which EUR 1,317 thousand for manage-

ment and personnel and EUR 184 thousand for 

non-Executive Directors (in H1 2013 EUR 9 thousand 

for management and personnel). 

Option series Number Grant  

date

Vesting 

date

Expiry  

date

Exercise 

price

Fair value of  

the  option at the 

grant date

     CHF CHF

1) Issued 18 December 2007 1,013,568 18/12/07 18/12/10 14/12/11 22 3.14

Expiry date variation  

30 April 2010

    

15/04/15

  

0.051

2) Issued 22 March 2012 15,264 22/03/12 22/03/15 15/04/15 22 4.06

3) Issued 26 March 2014 150,000 26/03/14 26/03/17 26/03/20  100.36 24.20

4) Issued 26 March 2014  488,000 26/03/14 26/03/17 26/03/20  79.64 35.01

Number Weighted average 

exercise price

  CHF 

Outstanding as at 1 January 2013  867,852  22.00 

Granted during the period –  22.00 

Forfeited during the period – –

Exercised during the period (852,588)  22.00 

Expired during the period – –

Outstanding as at 31 December 2013  15,264  22.00 

Exercisable as at 31 December 2013 –  22.00 

Granted during the period  638,000  84.51 

Forfeited during the period – –

Exercised during the period – –

Expired during the period – –

Outstanding as at 30 June 2014  653,264  83.05 

Exercisable as at 30 June 2014 – –
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The share options outstanding at the end of the  

financial period had an weighted average exercise 

price of CHF 84.51 and a remaining contractual life 

of 5.7 years.

Option series 1 

 

Issued  

18 December 

2007

Previous monthly average at grant  

date share price (in CHF)

 

21.16

Exercise price (in CHF) 22.00

Expected volatility 19%

Option life 360 days

Discount rate due to the vesting period 7.12%

Risk-free interest rate 2.75%

 

 

Expiry date 

variation  

30 April 2010

Previous monthly average at grant  

date share price (in CHF)

 

20.29

Exercise price (in CHF) 22.00

Expected volatility 30%

Option life 1,200 days

Risk-free interest rate (2007 – 2011) 0.37%

Risk-free interest rate (2007 – 2015) 0.93%

Option series 2 

 

Issued  

22 March 

2012

Previous monthly average at grant  

date share price (in CHF)

 

21.15

Exercise price (in CHF) 22.00

Expected volatility 30%

Option life 24 days

Risk-free interest rate 0.18%

Option series 3 

 

Issued  

26 March 

2014

Previous monthly average at grant date 

share price (in CHF)

 

100.36

Exercise price (in CHF) 100.36

Expected volatility 30%

Option life 1.096 days

Risk-free interest rate 0.35%

Option series 4 

 

Issued  

26 March 

2014

Previous monthly average at grant  

date share price (in CHF)

 

100.36

Exercise price (in CHF) 79.64

Expected volatility 30%

Option life 1.096 days

Risk-free interest rate 0.35%

17 Related-party transactions

The Company is controlled by Cosmo Holding S.p.A. 

and others as per shareholders’ agreement, which 

as at 30 June 2014 owns 7,181,040 of the Company 

shares amounting to 47.9%. 

Related-party transactions are carried out on an 

arm’s-length basis. The Board of Directors is notified 

of any proposed related-party transaction and the  

Directors involved must abstain from the related  

discussion and vote on decisions relating to related-

parties transactions. Should the nature, value or 

specific characteristics of a transaction so  

require, the Board of Directors will draw on the  

assistance of independent experts.

Cosmo Bioscience Inc. development activities

Cosmo Bioscience Inc., a company also controlled 

by the same ultimate shareholders as Cosmo  

Pharmaceuticals S.p.A., highly experienced in  

biological analysis, carried out scientific tests and 

development activities for the Group in the total 

amount of EUR 369 thousand consisting on work on 

Methylene Blue MMX®. 
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Investment in AIMM Therapeutics B.V.

On 7 June 2013 the Group entered into a transaction 

with AIMM Therapeutics B.V., a Dutch biotech  

company that is a leading developer of antibodies. 

This is “a related party transaction” because the CEO 

of AIMM is related to a non executive board member 

of Cosmo Pharmaceuticals S.p.A. The Group  

subscribed to 86.46% of new B shares issued  

corresponding to 6.48% of the total capital of AIMM 

Therapeutics B.V. for EUR 2,594 thousand. The B 

shares have a liquidation preference and an  

anti-dilution protection and are convertible into 

common shares. In addition to the shares the 

Group have got the right to license 3 antibodies  

developed by AIMM for gastrointestinal applica-

tions at pre agreed terms for the next 3 years. Upon 

certain conditions these rights are extended by a 

further two years and a further 2 antibodies. 

In H1 2014 no guarantees or other commitments 

have been granted to related parties.

18 Subsequent events

On 9 July the Company announced that the boards of 

Salix Pharmaceuticals Ltd and Cosmo had signed  

an “Agreement and Plan of Merger and Reorganiza-

tion” in which Cosmo Technologies Ltd will conduct 

a reorganization, pursuant to which all assets and 

liabilities will be transferred to Cosmo Technologies 

(Two) Ltd other than certain assets to be acquired  

by Salix, consisting of the business related to  

the pharmaceutical products Uceris®, Rifamycin SV 

MMX® and Methylene Blue MMX®, including  

related intellectual property and licensing rights  

in certain territories. Promptly subsequent to  

and conditioned on the prior consummation of the  

reorganization, a new indirect wholly-owned  

subsidiary of Cosmo Technologies Ltd will merge 

with and into Salix with Salix as the surviving  

entity and acquirer for accounting purposes.  

Salix shareholders will receive shares of Cosmo 

Technologies Ltd as consideration in the merger 

and the stake of Cosmo Pharmaceuticals S.p.A.  

in Cosmo Technologies Ltd will be diluted to no less 

than 20.1%. Following the transactions, Salix will 

be an indirect wholly-owned subsidiary of Cosmo 

Technologies Ltd and Cosmo Technologies Ltd will 

be renamed Salix Pharmaceuticals, plc (“Salix plc”) 

and listed on NASDAQ.

The closing of this transaction is subject to the 

approval of the US Federal Trade Commission and to 

the approval of Salix shareholders. 
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Information for investors

Capital structure

EUR 1,000 30.06.2014

Equity attributable to owners of the company 174,390

Share capital 3,749

Reserves 92,341

Profit for the period 78,300

Number of registered shares 14,995,743

Nominal value per share (in EUR) 0.25

 

Major shareholders

No. 

of shares

% of share 

capital

Cosmo Holding S.p.A. and 

others in Shareholders 

agreement

 

 

7,181,040

 

 

47.9%

dievini Hopp Biotech GmbH 

& Co. KG 

 

1,477,623

 

9.9%

Heinrich Herz AG/Logistable 1,114,080 7.7% 

Share price data

CHF Price Date

First trading day 22.30 12.03.2007

   

H1 2014 lowest 84.20 03.01.2014

H1 2014 highest 169.00 20.06.2014

H1 2014 last trading day 151.30 30.06.2014

Market capitalization  

(in CHF million)

 

2,268.86

 

30.06.2014

Share earnings

EUR 30.06.2014

Earnings 5.421

Stock exchange information

Listing SIX Swiss Exchange,  

Main Board

Security ID COPN

ISIN IT0004167463

Swiss security number 

(Valor)

 

2862650

Number of shares 14,995,743

Research coverage

Jefferies  

International

Peter  

Welford

 

Phone: +44 20 7029 8668

Canaccord 

Genuity

Julie  

Simmonds

 

Phone: +44 20 7523 8377

Calendar

Key reporting dates 

Annual Report 2014 – 25 March 2015

Annual General Shareholders Meeting – 23 April 

2015

Upcoming conferences

Investora

Zurich, 1 October 2014

Jefferies European Health Care Conference

London, 19 – 20 November 2014

German Equity Forum

Frankfurt, 24 – 26 November 2014
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Share price

Trading volumes
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Concerning forward-looking statements

This report contains certain “forward-looking 

 statements”, which can be identified by the use of 

 terminology such as “could”, “might”, “propose”, 

“addressable”, “outlook”, “attractive” or similar 

wording. Such forward-looking statements reflect 

the current views of the Management and are not 

guarantees of future performance and involve risks 

and uncertainties. Readers are cautioned that 

 actual results may differ materially from those in 

the forward-looking statements as a result of 

 various factors. Cosmo is providing the information 

in this report as of this date and does not undertake 

any obligation to update any forward-looking 

 statements contained in it as a result of new infor-

mation, future events or otherwise.
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Contacts and addresses

Cosmo Pharmaceuticals S.p.A.

Via Cristoforo Colombo, 1

20020 Lainate (Milan) 

Italy

Phone: +39 02 9333 7614

Fax: +39 02 9333 7663

www.cosmopharma.com

Cosmo S.p.A.

Via Cristoforo Colombo, 1

20020 Lainate (Milan)

Italy

Phone: +39 02 9333 7614

Fax: +39 02 9333 7663

Cosmo Research & Development S.p.A.

Via Cristoforo Colombo, 1

20020 Lainate (Milan)

Italy

Phone: +39 02 9333 7276

Fax: +39 02 9333 7663

Cosmo Dermatos S.r.l.

Via Cristoforo Colombo, 1

20020 Lainate (Milan)

Italy

Phone: +39 02 9333 7276

Fax: +39 02 9333 7663

Cristoforo Colombo Real Estate S.r.l.

Via Cristoforo Colombo, 1

20020 Lainate (Milan)

Italy

Phone: +39 02 9333 7614

Fax: +39 02 9333 7663

Cosmo Technologies Ltd.

1st floor, Connolly Building

42–43 Amiens Street 

Dublin 1

Ireland

Phone: +353 181 70 370

Fax: +353 182 30 718

Investor and public relations

Chris Tanner, CFO and Head of Investor Relations

Phone: +39 02 9333 7617

Fax: +39 02 9357 1445

ctanner@cosmopharma.com

Publications and further information

investor.relations@cosmopharma.com
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