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INTERNATIONAL ISOTOPES INC. AND SUBSIDIARIES 

Notes to Unaudited Condensed Consolidated Financial Statements 

 

 

(1) The Company and Basis of Presentation 

 

International Isotopes Inc. (the ñCompanyò) was incorporated in Texas in November 1995. The consolidated 

financial statements include all the accounts of the Company and its wholly owned subsidiaries, 

International Isotopes Idaho Inc., International Isotopes Fluorine Products Inc., and International Isotopes 

Transportation Services Inc., all of which are Idaho corporations.  The Companyôs headquarters and all 

operations are located in Idaho Falls, Idaho. 

 

Nature of Operations ïThe Companyôs business consists of six major business segments which include: 

Nuclear Medicine Standards, Cobalt Products, Radiochemical Products, Fluorine Products, Radiological 

Services, and Transportation. 

 

With the exception of certain unique products, the Companyôs normal operating cycle is considered to be 

one year.  Due to the time required to produce some cobalt products, the Companyôs operating cycle for 

those products is considered to be three years.  All assets expected to be realized in cash or sold during the 

normal operating cycle of business are classified as current assets.  

 

 Principles of Consolidation ï The consolidated financial statements include the accounts of the Company 

and its wholly owned subsidiaries International Isotopes Idaho Inc., International Isotopes Fluorine Products 

Inc., and International Isotopes Transportation Services Inc.  All significant intercompany accounts and 

transactions have been eliminated in consolidation. 

 

Interim Financial Information ï The accompanying unaudited condensed consolidated financial statements 

have been prepared in accordance with accounting principles generally accepted in the United States of 

America for interim financial information and pursuant to the rules and regulations of the Securities and 

Exchange Commission.  Accordingly, they do not include all of the information and notes required by 

accounting principles generally accepted in the United States of America for complete financial statements.  

In the opinion of management, all adjustments and reclassifications considered necessary in order to make 

the financial statements not misleading and for a fair and comparable presentation have been included and 

are of a normal recurring nature.  Operating results for the three and six month periods ending June 30, 

2009, are not necessarily indicative of the results that may be expected for the year ending December 31, 

2009.  The accompanying financial statements should be read in conjunction with the Companyôs most 

recent audited financial statements. 

 

Research and Development ï For the three and six months ended June 30, 2009, costs related to the work on 

the de-conversion and fluorine extraction project have been reported as research and development expense.  

These costs were reported as general and administrative expense for the period ended March 30, 2009; 

consequently, the year to date information has been reclassified to report these costs as if they had been 

previously reported as research and development expense. 
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Recent Accounting Pronouncements 

 

In April 2009, the FASB issued FSP FAS 107-1 and Accounting Principles Board (ñAPBò) Opinion No. 28-

1 (collectively, ñFSP FAS 107-1ò), ñInterim Disclosures about Fair Value of Financial Instruments.ò  FSP 

FAS 107-1 amends SFAS No. 107, ñDisclosures about Fair Value of Financial Instruments,ò to require an 

entity to provide disclosures about fair value of financial instruments in interim financial information.  The 

FSP FAS 107-1 also amends APB Opinion No. 28, ñInterim Financial Reporting,ò to require those 

disclosures about the fair value of financial instruments in summarized financial information at interim 

reporting periods.  Under FSP FAS 107-1, the Company will be required to include disclosures about the fair 

value of its financial instruments whenever it issues financial information for interim reporting periods.  In 

addition, the Company will be required to disclose in the body or in the accompanying notes of its 

summarized financial information for interim reporting periods and in its financial statements for annual 

reporting periods, the fair value of all financial instruments for which it is practicable to estimate that value, 

whether recognized or not recognized in the statement of financial position.  FSP FAS 107-1 is effective for 

periods ending after June 15, 2009 and its adoption is expected to have no impact on the Companyôs results 

of operations and financial condition but will require additional disclosures about the fair value of financial 

instruments in its financial statements. 

 

(2) Current Developments and Liquidity 

 

Business Condition ï Since inception, the Company has suffered substantial losses. During the six-month 

period ended June 30, 2009, the Company had a loss of $1,346,561 and operations used cash of $1,155,422.  

During the same period in 2008, the Company had a loss of $712,654 and operations used cash of $533,465. 

The Company believes that continued growth in its current business segments will continue to improve 

revenue and cash flow for the Company.  However, the Company will continue to invest in the design and 

licensing of a larger scale uranium de-conversion and fluorine extraction facility.  Management expects to 

generate sufficient cash flows from the existing business segments to meet operational needs during 2009; 

however, there is no assurance that these cash flows will occur.  In addition, the Company will likely require 

additional capital to support ongoing efforts to expand the Company business to include the envisioned large 

scale uranium de-conversion processing and fluorine extraction plant.  Site studies as well as initial design 

and licensing activities for this new facility will continue through the remainder of 2009.  

 

 

(3) Net Loss Per Common Share - Basic and Diluted 

 

At June 30, 2009, and 2008, the Company had the following common stock equivalents outstanding that 

were not included in the computation of diluted net loss per common share as their effect would have been 

anti-dilutive, thereby decreasing the net loss per common share:  
 

2009 2008

Stock options 27,080,000    18,780,000    

Warrants 21,533,331    13,333,331    

Restricted stock awards issued under the

    2006 Equity Incentive Plan 994,850         -                 

850 shares of Series B redeemable

   convertible preferred stock 425,000         425,000         

50,033,181    32,538,331    

June 30,
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(4)  Investments 

 

At June 30, 2009 the Company owned a 24.5% interest in RadQual, LLC, with which the Company 

holds an exclusive manufacturing agreement for nuclear medicine products. The Company accounts for 

this investment at cost and has recorded $1,290,000 as an investment. At June 30, 2009 and December 

31, 2008, the Company had receivables from RadQual, LLC in the amount of $426,840 and $399,140 

respectively, which are recorded as part of accounts receivable.  For the six months ended June 30, 2009 

and 2008, the Company had revenues from RadQual, LLC in the amount of $1,607,490 and $1,505,798 

respectively, which are recorded as part of sale of product. 

 

 

(5) Purchased Assets  

 

During the three months ending June 30, 2009, the Company acquired new equipment for use in the 

cobalt products and transportation segments totaling $13,801 and $34,332 respectively.  Assets 

purchased for the fluorine extraction segment totaled $7,844.  All  assets purchased totaled $55,977 and 

were paid in full at the time of purchase with the exception of transportation equipment which was 

financed with a three year note in the amount of $25,106 bearing a 9.4% interest rate. 

 

 

(6) Inventories 

 

Inventories consist of the following at June 30, 2009, and December 31, 2008: 

 

      

June 30, 2009 December 31, 2008

Raw materials $ 251,058                    $ 256,576                  

Work in progress 2,448,945                 2,261,678               

$ 2,700,003                 $ 2,518,254               

 
 

  

 

 

 

 

(7)  Notes Payable 

 

In April 2009, the Company renewed a promissory note with Compass Bank.  The new note bears interest at 

7.25%, requires monthly installments of $9,090 and matures in April 2011.  At June 30, 2009, the 

outstanding balance on the note was $519,137.  

 

 

(8) Stockholdersô Equity, Options and Warrants   

 

Employee Stock Purchase  
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During the six months ended June 30, 2009, the Company issued 80,072 shares of common stock to 

employees for proceeds of $13,615.  Subsequent to June 30, 2009, the Company issued 29,485 shares of 

common stock to employees for proceeds of $6,265.  All of these shares were issued in accordance with the 

Companyôs employee stock purchase plan. 
 

Stock-based Compensation Plans   

 

Employee/Director Grants - The Company accounts for issuances of stock-based compensation to employees 

under the provisions of Statement of Financial Accounting Standards (SFAS) No. 123(R). SFAS 123R 

requires the recognition of the cost of employee services received in exchange for an award of equity 

instruments in the financial statements and is measured based on the grant date fair value of the award. 

SFAS 123R also requires the stock option compensation expense to be recognized over the period during 

which an employee is required to provide service in exchange for the award (the vesting period).  

 

During May 2009, the Company issued 7,500,000 options to officers and directors under the 2006 Equity 

Incentive Plan.  The options have an exercise price of $0.32 per share, vest 25% on the first anniversary of 

the grant date and 25% after each additional one-year period of continuous service and expire 10 years from 

the date of grant.  These options had a fair value of $1,743,898 or $0.23 per share as estimated on the date of 

grant using the Black-Scholes option pricing model with the following weighted average assumptions: risk 

free interest rate of 2.37%, expected dividend yield of 0%, expected volatility of 84.03% and an expected 

life of 6.25 years. 

 

Non-Employee Grants - The Company accounts for its issuances of stock-based compensation to non-

employees for services using the measurement date guidelines enumerated in SFAS 123(R) and EITF 96-18.  

Accordingly, the value of any awards that were vested and non forfeitable at their date of issuance were 

measured based on the fair value of the equity instruments at the date of issuance.  The non-vested portion of 

awards that are subject to the future performance of the counterparty are adjusted at each  reporting date to 

their fair values based upon the then current market value of the Companyôs stock and other assumptions 

that management believes are reasonable.  The fair value of the stock options granted was calculated using 

the Black-Scholes option pricing model.  

 

During May 2009, the Company issued 800,000 non-employee options under the 2006 Equity Incentive 

Plan.  The options were issued to individuals providing consulting services for the depleted uranium de-

conversion facility.  These options have an exercise price of $0.32 per share, vest 20% on the first and 

second anniversary of the grant date and 30% per year thereafter and expire in May 2019.  The options had a 

grant date fair value of $182,202 or $0.23 per share as calculated using the Black-Scholes option pricing 

model.  In accordance with EITF 96-18, these options will be revalued using the Black-Scholes option 

pricing model each reporting period.   

 

At June 30, 2009, the Company had 1,200,000 options outstanding to non-employees with a fair value of 

$182,324 or $0.15 per share as estimated using the Black-Scholes option pricing model with the following 

weighted average assumptions: risk free interest rate of 2.93%, expected dividend yield of 0%, expected 

volatility of 84.10% and an expected life of 6.20 years. 

 

Option awards outstanding as of December 31, 2008, and June 30, 2009, and changes during the six months 

ended June 30, 2009, were as follows:  
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Weighted

Weighted Average Aggregate

Average Remaining Intrinsic

Fixed Options Shares  Exercise Price Term Value

Outstanding at December 31, 2008 18,780,000    0.09$              

Granted 8,300,000      0.32              

Exercised -                 -                

Forfeited -                 -                

Outstanding at June 30, 2009 27,080,000    0.16 5.6 $3,658,600

Exercisable at June 30, 2009 16,880,000    0.06 3.8 $3,488,600

 
The intrinsic value of outstanding and exercisable shares is based on a June 30, 2009, closing price of the 

Companyôs common stock of $0.25 per share. 

 

As of June 30, 2009, there was approximately $1,828,650 of unrecognized compensation cost related to 

stock options that will be recognized over a weighted average period of 2.38 years.  

 

Restricted Stock Grants - During January 2009, the Company granted 1,243,563 shares of restricted stock to 

certain employees as part of their annual performance award and incentive under the 2006 Equity Incentive 

Plan.  Each restricted stock award was 20% vested on the date of grant and an additional 20% of the award 

will vest on each anniversary thereof until fully vested.  The restricted stock awards had a grant date fair 

value of $223,841. At the time of grant 20% of the shares, or 248,713 shares, were vested.  Simultaneously, 

at the request of employees, 77,091 shares were withheld to pay taxes on deemed employee compensation. 

 

Restricted stock awards outstanding as December 31, 2008, and June 30, 2009, and changes during the six 

months ended June 30, 2009, were as follows:  

Restricted Stock Awards Shares

Non-vested at December 31, 2008 -                 

Granted 1,243,563      

Vested 248,713         

Forfeited -                 

Non-vested at March 31, 2009 994,850         

 
The value of non-vested stock under the 2006 Equity Incentive Plan at June 30, 2009 is $248,713 and is 

based on a June 30, 2009 value of $0.25 per share.  As of June 30, 2009, there was approximately $109,322 

of unamortized deferred compensation that will be recognized over a weighted average period of 2.2 years. 

 

Compensation expense charged against income for stock based awards during the six months ended June 30, 

2009 was $312,177, as compared to $179,585 for the six months ended June 30, 2008, and is included in 

general and administrative expense and research and development expense in the accompanying financial 

statements. 

 

For the three and six months periods ended June 30, 2009, there was no change in warrants outstanding. 
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(9)  Commitments and Contingencies 

 

Dependence on Third Parties 

 

The production of HSA Cobalt is dependent upon the U.S. Department of Energy, and its prime operating 

contractor, which controls the reactor operations and, therefore, controls the continued production of cobalt in 

the government funded reactor.   Nuclear Medicine Reference and Calibration Standard manufacturing is 

conducted under an exclusive contract with another of our customers, RadQual, LLC, which in turn has an 

agreement in place with several companies for distributing the product.  Sale of radiochemical iodine is 

dependent upon continued supply of the material from a single source in South Africa.  A loss of any of these 

customers or suppliers could adversely affect operating results by causing a delay in production or a possible 

loss of sales. 

 

Contingencies 

 

Because all of the Companyôs business segments involve radioactive materials the Company is required to 

have an operating license from the Nuclear Regulatory Commission (ñNRCò) and specially trained staff to 

handle these materials.  The Company has an NRC operating license and has amended this license several 

times to increase the amount of material permitted within the facility.   Additional processing capabilities and 

license amendments could be implemented that would permit processing of other reactor produced 

radioisotopes by the Company but this license does not currently restrict the volume of business operation 

performed or projected to be performed in the coming year.  An irrevocable, automaticly renewable letter of 

credit against a Certificate of Deposit at Wells Fargo Bank has been used to provide the financial assurance 

required by the NRC for the Idaho facility license. 

 

 

(10)  Segment Information  

 

Segment information has been prepared in accordance with SFAS No. 131, ñDisclosure About Segments of 

an Enterprise and Related Information.ò 

 

The Company has six reportable segments which include; Nuclear Medicine Standards, Cobalt Products, 

Radiochemical Products, Fluorine Products, Radiological Services, and Transportation. Information 

regarding the operations and assets of these reportable business segments is contained in the following table: 
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