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BILLAM PLC

CHAIRMAN’S STATEMENT

"A watershed in the history of Billam plc" your Company. In my last annual report I highlighted the opportunities that
existed for your Company. Today [ am pleased to report to you that we are currently fulfilling all our aspirations as an
investor in digital technologies, the life sciences and most mportantly their convergence.

Your Board has pledged to deliver growth in net assets in order to create shareholder value. In an unpopular sector that
has seen much censolidation, in difficult and depressed capital markets [ am pleased to say that we continue to make
strong progress and remain one of the best performing sme ! investment companies over the period.

During the year your directors and executive have worked very closely with many of the investee companies in the
portfolio, as they strive to accelerate organic growth and t¢ acquire complementary technologies. We have continued to
develop our extensive network within academia, as researc h collaborators and as advisers, perceiving this as pivotal to
future success.

Your Company has adopted an investment policy that embraces a synergistic appreach to portfolio management and
development as being a key driver of growth and increasec net asset value. Over the course of the next few months your
Board intends to demonstrate the very significant merits ol having identified and adopted this strategy.

1 would like to take this opportunity to thank my executive Angus Forrest and Peter Hoskins and fellow directors for all
their hard work on behalf of your Company, and further al those loyal shareholders whose confidence and support we
enjoy and appreciate.

kw2

Victor Beamish
Chairman
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BILLAM PLC

CHIEF EXECUTIVE'S REPORT

Executive report

I am pleased to report that for the second year Billam plc tas made substantial progress with further advances in the
current year.

Citing CybIT Holdings plc as an example which floated o1 the Alternative Investment Market of the London Stock
Exchange in March 2001, and has subsequently acquired F leetstar from Trafficmaster plc, enabling CybIT to become a
leading player in the European telematics market.

Investment policy
Our focus continues to be on companies with strong mana;.ement which offer products with identifiable and quantifiable
benefits to business users operating in growth markets. The addition of a life science portfolio serves only to increase
our corporate opportunities,
Investment activity
During the year Billam plc made further investments in tel :matics, financial modelling and database management. Qur
acquisition of World Life Sciences Limited presents a portfolio of interesting life science investments at varying stages
of development.
Performance in the year 1 January 2001 to 31 Decembsr 2001
Our previously identified target to increase net asset value: faster than the benchmark indices is shown below.
Net assets per share increased by 26.4%* in the year.
FTSE Techmark All share index - 37%
FTSE All share index -15%
FTSE AIM index -38%
*Please see note 26 page 32.
Outlook for the portfolio
We are confidently expecting further significant growth in net asset value in the short, medium and longer terms.

Communications

The website is constantly updated to provide all shareholders with up to date information about the Company and its
investments. We would encourage shareholders to register on the website in order to receive the information by e-mail.

Conclusion

The contribution by my colleagues, particularly my fellow executive Peter Hoskins, has been substantiat enabling not
oaly Billam plc to develop its business but also many of th2 companies in the investment porttolio.

Angus Forrest
Chief Executive

19 June 2002
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BILLAM PLC

PORTFOLIO REVIEW

The portfolio of investmenis is described in detail below with a description of each of the companies. The investment
strategy has been to invest in technical companies operating in the most dynamic and exciting markets. This year with
the acquisition of World Life Sciences Limited your Comy any has acquired a portfolio of life science businesses.

Autonomics Limited

Autonomics is developing its first product, TransAccs, a fivancial modelling tool, under the guidance of chief executive
John Taylor. TransAccs targets the multi-million dollar wrldwide market for financial ptanning sofiware.

Billam AG

Billam AG, a wholly owned subsidiary, is based in Bern, { witzerland. Formed to help handle investments on mainland
Europe.

CybIT Limited

CyblIT is the UK's first dedicated telematics Application Scrvice Provider and Internet Service Provider. It has access to
leading technology, a comprehensive range of products, ar d offers a first class service. Growth prospects are
cxponential. In March 2001 it floated on AIM raising £2.€ million. Since then management has been strengthened with
key appointments. Through the latter part of 2001 CybIT began to identify possible acquisitions. After reviewing
several opportunities it acquired Fleetstar, the telematic division of Trafficmaster enabling it to become a ieading player
in the European zone.

Danum Group Limited

Danum is the holding company for IntegriSys Limited which supplies medical data to doctors and medical practitioners
over the internet and health organisation intranets. In December 2001 IntegriSys Limited merged with Primary Care
Group Systems Limited, a supplier of software and IT syst:ms to the medical profession, to expand the capabilities of the
companies and accelerate the pace of market exploitation. Billam plc is currently working with the management and
major shareholders to effect a buy-out of the core technolozy which it intends to reposition with key strategic pariners.

EiRx Therapeutics Limited

EiRx, the emerging Irish biopharmaceutical company, is u:ing novel technology to identify new gene targets involved in
the control of the natural process of programmed cell deatt or apoptosis. When this natural process becomes
uncontrolled it can give rise to a number of different disea: es including cancers. Once the controlling genes are
identified and validated as potential targets, the company ks for collaborative partners to commercialise the target.

The company has created a proprictary discovery micro-ar ay. In addition the company's technology platform has
already given rise to a number of leads from which the firs: validated targets will be identified for further in-house
development or licensing out to pharmaceutical developmdnt companies.

Fulcrum Pharma ple

Fulcrum Pharma ple is the first independent company to ol fer global virtual drug development and strategic outsourcing
services to the pharmaceutical industry. Having establishe d highly successful operations in the UK and Japan, Fulerum
has its sights firmly set on the US,
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BILLAM PLC

PORTFOLIO REVIEW

Inaplex Limited

Inaplex is a developer of data management software. Inap it, the first product, has been launched, It interfaces with
Goldmine, the leading mid-market CRM package from FrontRange Solutions Inc. Initial sales of the product have been
well received and it is now being promoted by FrontRange. A second product Metaview is being developed and is being
betatested for a launch in late 2002,

IVU Traffic Technologies AG
Berlin, Germany

VU develops intelligent software which offers innovative and efficient solutions to the varied demands of a mobile
society. It is one of the world's leading suppliers of IT Systems for optimising logistic processes, and has extensive
expertise and a quarter of a century of experience. It is undertaking research into key technologies like traffic telematics,
mobile communications and the internet, and has created a1 extreme information platform elogistically addressing
solutions for a world on the move. Elogistics takes what a ypears 1o us to be cbvious - our actual location - and
incorporates this into an innovative solution to create a nevs dimension of fast and comprehensible information.

Physiomics plc

Physiomics is the integrated, system-level approach to the study of human physiclogy. It looks at the next hierarchical
level of phenotype and considers how ihe proieome within and among cells cooperates 10 produce the biochemistry and
physiology of individual cells and organisms. This will ul' imately lead to the elucidation of the physiological dynamics
of entire organisms.

Syngenix Limited

Syngenix ‘ProVector' technology provides a means of targ:ting drugs to the nervous system allowing a larger quantity of
the drug to get to the intended site of action, improving the efficacy while reducing side effects. Syngenix's targeting
technologies represent a major step in the development of 1ew drugs to treat diseases of the nervous system. The
technologies can be applied to, not only existing drugs, bu to many of the new drugs under development.

TigerEx Group Limited

TigerEx was founded in March 2000 by Paul Barnes and Michael Waller-Bridge, formerly senior officers of the
Tradepoint Stock Exchange. TigerEx aims to become the [ rincipal service company to a series of associated joint venture
companies planned around the world. They will bring tog:ther stock exchanges, institutional banking houses and broker-
dealers in an internet-based order routing system. Initially the proposed service will operate in the Pacific/Oceania
Region. It is designed to allow on-line invesiors to trade, « lear and settle in any major market, including their home
market, through a single consolidated account with their Ic cal broker.

TigerEx can enable partners to create new financial products. It also offers institutional paitners a reliable, low cost,
liquid cross-border trading platform in association with paiticipating Stock Exchanges. By extending the reach of
participating markets and aggregating transactions, TigerE < aims to add liquidity and reduce total trading costs.

Following the successful launch of TigerEx, the company -aised additional funds in a round lead by Prudential
Corporation in June 2002.
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BILLAM PLC

PORTFOLIO REVIEW

Trimex Group Limited

TRI-MEX is a global telematic solutions provider which u ligquely monitors vulnerable, valuable, perishable or hazardous
cargoes in real time. It focuses on tracking and monitoring the actual cargoes, rather than just the transport vehicles, in
complex global supply chains. TRI-MEX systems reduce (e risks and costs of movements arising from theft, poor

environmental controt or inefficient supply chain managenwent. It addresses a global market in which $30 bitlion of
cargo is stolen each year.

URCO ple

URCO, a subsidiary, makes investments in early stage scientific research, particularly digital technology and life science
situations, being developed in UK Universities and scientiric institutes.

Subsidiary undertakings

Billam AG - The Company has a 100% interest in Billam .AG, a company registered in Switzerland, Billam AG’s
business is to make and manage investments in quoted coripanies.

URCO ple - The Company has a 90.91% interest in URCC. URCO’s business is to make and manage investments in
start-up and early stage companies.

World Life Sciences Limited — The Company had a 100% interest in World Life Sciences at 31 December 2001.

ON BEHALF OF THE BOARD

e

A G P Forrestv
Director

19 June 2002
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BILLAM PLC

REPORT OF THE DIRECTORS

The directors have pleasure in submitting their report, together with the consolidated financial statements of the Group
for the year ended 31 December 2001.

Principal activity and business review

The Company is registered as a Public Limited Company 11 terms of the Companies Act 1985, The Company’s shares of
0.1p each are listed on the Alternative Investment Market 1 AIM) of London Stock Exchange.

The Company does not qualify as an investment company within the meaning of the Companies Act 1985. Normally the
absence of Section 266 status would require the Company 0 adopt a different presentation of the accounts other than that
recommended by the Association of Investment Trust com sanies. However, the directors believe it would be misleading
for the format of accounts to be changed as this would obs :ure and distort both the revenue and capital performance of
the Company. Accordingly the Company’s accounts have been prepared in accordance with the Statement of
Recormmended Practice for Investment Trusts.

The principal activity of the Group is as an Investment comipany investing in listed and unlisted companies which are
focused on exploiting digital technologies to give business users quantifiable advantages; and companies developing and
exploiting life sciences.

A review of the activity and progress of the business incluling the portfolio of investments is contained in the
Chairman’s statement and the Chief Executive’s report.

Subsidiary undertakings

The subsidiaries of the Company are investment companies.

Corporate governance and compliance

The Company is committed to applying the principles of ¢ »wporate governance. It has complied throughout the financial
year with the principles of the Combined Code (“the Code ") as described below. The Board is accountable to the
Company's shareholders tor good corporate governance. his report and the Remuneration Report describe how it
applies the provisions of the Combined Code.

Directors

The Company supports the concept of an effective Board | rading and controfling the Company. It meets regularly and
special meetings are convened as and when matters require urgent consideration. The Board is responsible for approving
Company policy and strategy and there is a schedule of m: tters specifically reserved to it for decision. Management
supply the Board with appropriate and timely information ind the directors are free to seek any turther information they
consider necessary. All directors have access to advice frcem the Company Secretary and independent professionals at
the Company's expense,

The Board consists of one executive director and four non- executive directors., All the non-executive directors are
independent of management and any business or other relazionship which could interfere with the exercise of their
independent judgement. This provides a balance whereby the Board's decision making cannot be dominated by an
individual or small group. The Chairman of the Board is Victor Beamish and the Company's business is run by Angus
Forrest, the Chief Executive.
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BILLAM PLC

REPORT OF THE DIRECTORS

The Board members are described on page 2.
All directors are subject to re-election every three years an 1, on appointment, at the first AGM after appointment.
Relations with shareholders

Investor communication is recognised as being a priority. The Company values the views of its shareholders and
recognises their interest in the Company's strategy and per ormance, Board membership and quality of management. It,
therefore, encourages shareholders to offer their views.

The AGM provides an opportunity for shareholders, partic slarly private investors, to question the Board on issues
arising. During the year enquiries are received and answeied on a wide spectrum of topics relevant to the business.

All shareholders can gain access to the Company’s presentations, as well as to the annual report and other information
about the Company through the Company’s website www.aillampic.co.uk.

The notice convening the AGM is the notice of the meetin 1 sent to shareholders with this report. A separate motion will
be put 10 the meeting on each substantial issue.

In line with the Combined Code, for the 2002 AGM , the rotice is dispatched more than 20 working days in advance and
the level of proxy votes lodged for and against each resolu ion will be disclosed at the meeting together with details of
any abstentions.

Accountability and audit

The Board presents a balanced and understandable assessnient of the Company's position and prospects in all reports as
well as in the information required to be presented by statutory requirements.

The Audit Committee comprises Victor Beamish, Mark Lo rimer and Juliet Hoskins, all of whom are independent non-
executive directors. The terms of reference of the Commit :ee include keeping under review the scope and results of the
external audit and its cost effectiveness. The Committee roviews the independence and objectivity of the external
auditors. This includes reviewing the nature and extent of non-audit services supplied by the external auditors to the
Company, seeking to balance objectivity and value for moey.

Going concern

After making enquiries, the directors have a reasonable expectation that the Company has adequate resources to continue
in operational existence for the foreseeable future. For thi: reason they continue to adopt the going concern basis in
preparing the financial statements.

Internal control

The Board is responsible for maintaining a sound system cf internal control to safeguard shareholders' investment and the
Company's assets and for reviewing its effectiveness. Such a system is designed to manage, but not eliminate, the risk of
failure to achieve business objectives. There are inherent limitations in any control system and accordingly even the
most effective systems can provide only reasonable, and not absolute, assurance against material misstatement or loss.
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BILLAM PLC

REPORT OF THE DIRECTORS

Assessment of business risk

A system of business risk identification and assessment, ar d evaluation is in place within the management process
throughout the Group. The Board regularly reviews opera ing and strategic risks.

The Group’s operating procedures include a comprehensivz system for reporting financial and non-financial information
to the Board including:

. Reports from management with review of the husiness at each Board meeting, focusing on any new
decisions/risks arising

= Discussion with senior personnel

- Consideration of reports prepared by third parties
= Preparation of plans for business development

. Preparation and review of annual budgets

Centrol procedures

Detailed operational procedures have been developed for each of the Group's operating businesses that embody key
controls. The implications of changes in law and regulaticns are taken into account within these procedures.

The Board confirms that it has conducted a review of the ctfectiveness of the Group’s system of internal controls
described above for the financial year and up to the date of this report in accordance with the guidance set out in Internal
Control Guidance for Directors on the Combined Code.

The Board has considered the need for an internal audit function but has decided that this is not justified at present given
the size of the Company. However, it will keep the decisicn under review on at least an annual basis.

Appointment of directors

The Board deals with all matters relating to the appointment of directors including determining the specification,
identifying suitable candidates and selection of the appointze. No separate Nominations Committee has been formed.

Throughout the year the Articles of Association have required each director to seek re-¢lection after no more than three
years in office. Therefore the Board considers it inappropriate that directors be appointed for a tixed term as
recommended by the Code.

Results and dividends

The net return of the Group for the year before taxation am ounted to £2,140,000 (2000: £4,114,000). The directors do
not recommend a dividend for the year ended 31 Decembe- 2001.
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BILLAM PLC

REPORT OF THE DIRECTCRS

Assets

The net assets of the Group at 31 December 2001 totalled : 210,523,000 (2000: £6,277,000). The net assets per ordinary
share as at 31 December 2001 were 0.91p* (2000: 0.72p).

*Please see note 26 page 32.
Policy for paying creditors

The Company's policy is to pay creditors in accordance wi h agreed payment terms. Trade creditors at the year end
amount to 30 days of average supplies.

Significant shareholdings

According to the Company’s register of substantial sharehnldings at 17 June 2002, the following had notified the
Company of their interest in 3% or more of the Company’: issued ordinary share capital:

Number of
shares
A G P Forrest 32,100,000
P L Hoskins 30,579,158
Sharelink Nominees Limited 15,435,745
Waterhouse Nominees (Europe) Limited 15,184,542

Directors and secretaries

The directors of the Company who served during the year wre shown below. All served throughout the year except where
stated.

V N Beamish

A G P Forrest

J A Hoskins

M B A Lorimer

F J P Madden {appointed 18 December 2001 : nd resigned 14 June 2002)

A G P Forrest retires by rotation in accordance with the Atticles of Association and, being eligible, offers himself for re-
appointment,

These directors who held office at the year end had the fol owing interests in the shares of the Company, which include
beneficial and family interests.

As at 31 December 2001 As at 31 December 2000
Ordinary shares of 0.1p Ordinary shares of 0.1p
V N Beamish 11,500,000 1,000,000
A G P Forrest 82,100,000 60,000,000
I A Hoskins 3,900,000 3,000,000
M B A Lorimer 1,530,000 1,500,000

F ] P Madden - -
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BILLAM PLC

REPORT OF THE DIRECTORS

Directors and secretaries (continued)

There have been no changes in these interests between 31 Jecember 2001 and 14 June 2002, All the above interests are
beneficial.

Details of directors share options are given on page 36.
The directors had no other interests in the shares of the Co npany.

The Company has no contracts with any of the directors, s:tve for a service contract with Mr A G P Forrest, details of
directors’ remuneration are shown on page 34.

The other directors hold office in accordance with letters o appointment and the Company’s Articles of Association.

Taxation status

The close company provisions of the Income and Corporation Taxes Act 1988 do not apply to the Company.

Directors’ responsibilities for the financial statements

Company law in the United Kingdom requires the director: to prepare financial statements for each financial year which
give a true and fair view of the state of affairs of the Company and the Group and of the total return of the Group for that
year. In preparing those financial statements, the directors are required to:

- select suitable accounting policies and then apply them consistently;

- make judgements and estimates that are reasonuble and prudent; and

- state whether applicable accounting standards b ave been followed, subject to any material departures
disclosed and explained in the financial stateme nts.

The directors are responsible for keeping proper accountin 1 records, for safeguarding the assets of the Company and for
taking reasonable steps for the prevention and detection of fraud and other irregularities.

Auditors

In accordance with section 385 of the Companies Act 198!, a resolution proposing the re-appointment of Grant
Thornton, as auditors, will be put to the forthcoming Annual General Meeting,

ON BEHALF OF THE BOARD

~ 3 é\/r{,j'}

A G P Forres
. L
Direcior

19 June 2002
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REPORT OF THE INDEPENDENT AUDITO RS TO THE MEMBERS OF BILLAM PLC

We have audited the financial statements of Billam Plc for the year ended 31 December 2001 which comprise the
consolidated statement of total return, the balance shee s, the consolidated cash flow statement, the consolidated
statement of recognised gains and losses, the principal wccounting policies and notes 1 to 31. These financial statements
have been prepared under the accounting policies set o 1t therein,

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the annual eport and the financial statements in accordance with United
Kingdom [aw and accounting standards are set out in (] e statement of directors’ responsibilities.

Our responsibility is to audit the financial statements ir accordance with relevant legal and regulatory requirements and
United Kingdem auditing standards.

We report to you our opinion as to whether the financi: 1 statements give a true and fair view and are properly prepared in
accordance with the Companies Act 1985, We also rejort to you if, in our opinion, the directors' report is not consistent
with the financial statements, if the Company has not k 2pt proper accounting records, if we have not received all the
information and explanations we require for our audit, »r if information specified by law or the listing rules regarding
directors’ remuneration and fransactions with the Growup is not disclosed.

We read other information contained in the annual rep« rt (including the corporate governance statement), and consider
whether it is consistent with the audited financial staterients. This other information comprises the Chatrman's
statement, the Chief Executive's report, the portfolio re view, the report of the directors and the report on remuneration.
We consider the implications for our report if we becot 1c aware of any apparent misstatements or material
inconsistencies with the financial statements. We are r ot required to consider whether the Board's statements on internal
control cover all risks and controls, or form an opinion on the effectiveness of the Group's corporate governance
procedures or its risk and control procedures. Our respansibilities do not extend to any other information.

Basis of opinion

We conducted our audit in accordance with United Kingdom auditing standards issued by the Auditing Practices Board.
An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial
statements. It also includes an assessment of the signif cant estimates and judgements made by the directors in the
preparation of the financial statements, and of whether the accounting policies are appropriate to the Group's
circumstances, consistently applied and adequately dis«losed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary
in order to provide us with sufficient evidence to give 12asonable assurance that the financial statements are free from
material misstatement, whether caused by fraud or othc r irregularity or error. In forming our opinton we also evaluated
the overall adequacy of the presentation of information in the financial statements.

Opinion

In our opinion the financial statements give a true and Jair view of the state of affairs of the Company and the Group at
31 December 2001 and of the return for the Group for the year then ended and have been properly prepared in
accordance with the Companies Act 1985,

G G N ==
GRANT THORNTON

REGISTERED AUDITORS
CHARTERED ACCOUNTANTS

SHEFFIELD
19 June 2002
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BILLAM PLC

CONSOLIDATED STATEMENT OF TOTAL RETVJRN (incorporating the revenue account)

For the year ended 31 December 2001

2001 2001 2001 2000 2000 2000
Note £2000 £000 £000 £000 £°000 £000
Capital levenue Total Capital Revenue Total
Gains on investments 11 2,841 - 2,841 1,820 - 1,820
Income 1 - 510 510 - 287 287
Gross revenue and capital
return 2,841 510 3,351 1,820 287 2,107
Administrative expenses 2 - (1,210) (1,210) - (229) (229)
Net return before
exceptional items 2,841 (700) 2,141 1,820 58 1,878
Surplus arising on
fundamental rcorganisation
of discontinued operations 3 - - - - 2,237 2,237
Net return before finance
costs and taxation 2,841 (700) 2,141 1,820 2,295 4,115
Interest payable and similar
charges 4 - (1) (1) - (1) (1)
Return on ordinary
activities before taxation 2,841 (701) 2,140 1,820 2,284 4,114
Tax on ordinary activities 6 (406) 150 (256) (500) - (500)
2,435 (551) 1,884 1,320 2,204 3,614
Minority interests
attributable to equity
shareholders - 10 10 - -
Return attributable to
equity shareholders 20 2,435 _ (541) 1,894 1,320 2,294 3,614
Return per ordinary share
Continuing operations
Basic 2 0.27p _ (0.06p) 0.21p 0.30p 0.01p 0.31p
Discontinued operations
Basic - - - - 0.52p 0.52p

The total revenue column of this statement is the profit anc loss of the Group.

The impact of the acguisition on the above statement (note 26} is not considered by the directors to be material and is
therefore not disclosed.

The accompanying accounting pelicies and notes form an ntegral part of these financial statements,
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BILLAM PLC

BALANCE SHEETS AT 31 DECEMBER 2001

Group Company
2001 2000 2001 2000
Note £7000 £000 £2000 £°000
Fixed assets
Negative goodwill ? 60y - - -
Tangible assets 1) 2 1 1 1
Investments 11 11,272 3,902 11,240 3,954
11,214 5,903 11,241 3,953
Current assets
Debtors 13 62 307 20 257
Cash at bank and in hand 863 751 3 731
925 1,058 23 988
Creditors: amounts falling due within one year 13 (862) (184) (722) (174)
Net current assets 63 874 (699) 814
Total assets less current liabilities 11,277 6,777 10,542 4,769
Provision for liabilities and charges 17 (756) (500) {756) -
Minority interests 2 - - -
10,523 6,277 9,786 4,764
Capital and reserves
Called up share capital 13 1,295 1,005 1,295 1,005
Share capital to be issued 13 344 - 344 -
Share premium account 2) 4,640 4,595 4,640 4,595
Other reserves
Capital reserve realised 2) 1950 - 190 -
Capital reserve unrealised 2) 3,565 1,320 2,731 (180)
Merger reserve 2) 1,680 - 1,680 -
Revenue account 2) {1,191} (643) (1,094) (651)
Shareholders’ funds 21 10,523 6,277 9,786 4,769
Total shareholders’ funds are attributable to:
Equity sharehoiders 10,365 6.119
Non-equity shareholders 158 158
10,523 6,277
Net asset value per share
Ordinary shares 21 0.91p 0.72p
Deferred shares 21 0.10p 0.10p

The financial statemgnts were approved by the Board of D rectors on 19 June 2002,

A G P Forrest eA—} {?)we "-} Director

Y N Beamish \ 1t ,é"\ o ;C;atrman

The accompanying accounting policids and notes form an ntegral part of these financial statements.
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BILLAM PLC

CONSOLIDATED CASH FLOW STATEMENT

Far the year ended 31 December 2001

Note
Net cash inflow/(outflow) from operating activities 23

Returns on investments and servicing of finance
Interest paid

Net cash outflow from returns on investments and
servicing of finance

Capital expenditure and financial investments
Purchase of tangible fixed assets

Net cash acquired with subsidiary undertaking
Purchase of investments

Sale of investments

Net cash outflow before financing
Financing

Repayment of borrowing

Issue of share capital

Net cash inflow from financing

Increase in cash in the year 25

2001
£000

)

830
(1,498;

500
(168)

50

2001
£000

220

(1)

51

50

101

2000
£000

)

(2)

{4.082)

(490)

5,277

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

2000
£000

(475)

i1

(4,084)

(4,560}

4,787

227
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BILLAM PLC

CONSOLIDATED STATEMENT OF RECOGNISED GAINS AND LOSSES

For the year ended 31 Degember 2001

2001 2001 2001 2000 2000 2000

£7000 £000 £7000 £'000 £000 £000

Capital  Hevenue Total Capital Revenue Total

Return for the financial year 2,435 (541) 1,894 1,320 2,204 3,614
Currency differences on foreign

exchange net investments - (7 (7) - - -

2,435 (548) 1,887 1,320 2,294 3614

The accompanying accounting policies and notes form an ntegral part of these financial stalements,
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BILLAM PLC

PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies of the Group remain uncianged from the previous year and are set out below. The
Group has adopted FRS 18 - Accounting Policies and the < irectors have reviewed the accounting policies to ensurc they
are the most appropriate to the Group's circumstances. No changes have been made from the previous year.

BASIS OF ACCOUNTING

The accounts have been prepared under the historical cost :onvention, as modified by the revaluation of investment
assets. The accounts have been prepared in accordance wi h applicable accounting standards. except as explained below,
and with the Statement of Recommended Practice (SORP) for the Financial Statements of Investment Trust Companies
(see note 31).

BASIS OF CONSOLIDATION

The ¢onsolidated statement of total return and the consolid ated balance sheet includes the financial statements of the
Company for the year ended 31 December 2001 and the financial statements of the subsidiary for the year ended 31
December 2001,

The results of subsidiaries acquired are included in the consolidation statement of total return from the date control
passes. Profits or [osses on intra-group transactions are eli ninated in full.

GOODWILL

Goodwill arising on consolidation representing the excess of fair value of the consolidation given over the fair value of
net assets acquired, is capitalised and amortised on a straight line basis over its estimated useful economic life. Negative
goodwill is written back to the statement of total return to ‘natch the recovery of the non-monetary assets acquired.

INVESTMENTS

Listed investments are valued at mid market prices. Unlisied investments are valued at the Board's estimate of net
realisable valuc. Unlisted investments are vaiued with refe rence to available information including market prices of
simnilar companics, latest dealings, accounting information and professional advice as appropriate in accordance with the
guidelines issued by the British Venture Capital Associaticn.

Realised surpluses or deficits on the disposal of investmen s and permanent impairments in the value of investments are

taken to capital reserve - realised, and unrealised surpluses and deficits on the revaluation of investments are taken to
capital reserve - unrealised, as explained in the capital reserve policy below.

INVESTMENT VALUATION
Listed investments

Investments which are listed on a stock market such as All4, the Neuer Markt or similar markets are valued at their
closing mid-price.

Where listed investments are subject to restrictions on sale or the marketability of the holding is limited then a discount
to the listed market price may be applied.
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BILLAM PLC

PRINCIPAL ACCOUNTING POLICIES

INVESTMENT VALUATION (CONTINUED)
Unlisted shares
Valuation methods used are those applied by the BVCA (E ritish Venture Capital Association). This is as follows:

In the 12 months following investment the value shown is ost. This continues until the first set of audited accounts is
published covering a period of at least six months since the date of investment,

All unlisted investments are individually reviewed in line with internal guidelines for factors which may atfect value and
their valuations may be adjusted. These factors include:

®  Progress against financial, commercial and technologi :al milestones set at the time of the Company’s invesiment;
* Reliable financial information more recent than the au dited accounts;

¢  Non-recurring profits and losses;

*  Abnormal tax charges:

e Imminent sale or flotation;

¢ Further issues of shares;

*  Adverse earnings forecasts;

e Large cash holdings; and

-

Very high gearing.

In the course of this review, increases above cost based valuations of unquoted investments are in normal circumstances
only made if substantiated by significant third party transa-tions in the relevant shares.

INCOME

Dividends receivable on quoted equity shares are brought into account on the ex-dividend date.

Dividends receivable on equity shares where no ex-divider d date is quoted are brought into account when the
Company’s right o receive payment is established.

Fixed returns on non-equity shares are recognised on a tim2 apportionment basis so as to reflect the effective yield on the
shares. Other returns on non-equity shares are recognised when the right to the return is established.

The fixed return on a debt security is recognised on a time apportionment basis so as to reflect the effective yield on the
debt security. Where the Company has elected to receive its dividends in the form of additional shares rather than in
cash, the amount of the cash dividend is recognised as incc me. Any excess in the value of the shares received over the
amount of the cash dividend is recognised in capital reserv :s.
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BILLAM PLC

PRINCIPAL ACCOUNTING POLICIES

DEPRECIATION

Depreciation is calculated to write down the cost, less estirated residual value, of all tangible assets, by equal annual
instalments over their expected useful economic lives. The: rates generaliy appticable are:

Office equipment 33113%
EXPENSES

All expenses are accounted for on an accruals basis. Expe wses are charged through the revenue account except as
follows:

- expenses which are incidental to the acquisition of an investment are included within the cost of the investment;

- expenses which are incidental to the disposal of a1 investment are deducted from the disposal proceeds of the
investment; and

- expenses are charged to capital reserve-realised where a connection with the maintenance or enhancement of the
value of the investments can be demonstrated.

TAXATION

Provision is made for deferred taxation using the liability 11ethod, on all material timing differences to the extent that it is
probable that the liability will crystallise.

The tax effect of different items of income/gain and expen liture/loss is allocated between capital and revenue on the
same basis as the particular item to which it relates using the Company’s effective rate of tax for the accounting period.

FOREIGN CURRENCY

Transactions denominated in foreign currencies are record:«l in the local currency at actual exchange rates as at the date
of the transaction or, where appropriate, at the rate of exchinge in a related forward exchange contract. Monetary assets
and liabilities denominated in foreign currencies at the yea- end are reported at the rates of exchange prevailing at the
year end or, where appropriate, at the rate of exchange in a related forward exchange contract. Any gain or loss arising
from a change in exchange rates subsequent to the date of he transaction is included as an exchange gain or loss in
capital reserve or in the revenue account depending on whother the gain or loss is of a capital or revenue nature
respectively.

RETIREMENT BENEFITS
Defined Contribution Pension Scheme

The pension costs charged against operating profits are the contributions payable to the scheme in respect of the
accounting period.
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BILLAM PLC

PRINCIPAL ACCOUNTING POLICIES

CAPITAL RESERVE
Capital reserve - realised
The following are accounted for in this reserve:

- gains and losses on the realisation of investments

- realised exchange differences of a capital nature;

- expenses and finance costs, together with the rela ed taxation effect, charged to this reserve in accordance with
the above poelicies; and

- realised gains and losses on transactions undertak :n to hedge an exposure of a capital nature.

Capital reserve - unrealised
Increases and decreases in the valuation of investments held at the year end are accounted for in this reserve.
DEFERRED TAXATION

Deferred tax is provided for using the tax rates estimated to arise when the timing differences reverse and is accounted
for to the extent that it is probable that a liability or asset will crystallise. Unprovided deferred tax is disclosed as a
contingent liability.

ACQUISITION OF SUBSIDIARY PREVIOUSLY HE LD AS AN INVESTMENT

The group previously held an investment in World Life Sc ences plc and during the year has acquired the remaining
share capital of the company and so the company has beco ne a subsidiary undertaking. Paragraph 9 of schedule 4A and
paragraph 50 of FRS 2 requires that goodwill shalt be calc 1lated as the difference between the fair values of the
identifiable assets and liabilities and the acquisition cost. .As the original investment was held at valuation prior to the
acquisition of the remaining share capital the write down cf the investment to cost would have resulted in a loss on
investments of £934,000 being charged to the capital section of the statement ot total return.

However, the directors consider that as there was no loss to the group it would fail to give a true and fair view to write
down the investment and charge the loss to the staterment cf total return. Instead the goodwili arising on the acquisition
has been calculated as the sum of goodwill arising from ea:h purchase, calculated as the difference between the cost of
the purchase and the proportion of the fair value of the identifiable assets and liabilities acquired at the date of that
purchase. The effect of the treatment adopted is to reduce the negative goodwill arising by £934,000 and to increase the
return on ordinary activities by the same amount.
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BILLAM PLC

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2001

INCOME

Total income comprises:
Bank deposit interest

Other income

Other income
Management fees

Other

ADMINISTRATIVE EXPENSES

Administrative expenses includes the following:

Auditors’ remuneration for

- audit

- other services to the Company and its UK subsidiaries
Exchange gains and losses

EXCEPTIONAL ITEMS

Surplus arising on fundamental reorganisation

INTEREST PAYABLE AND SIMILAR CHARGES

On bank loans and overdrafts

2001 2000
£000 £7000
Revenue Revenue
3 38

507 249

510 287

327 249

180 -

507 249
2001 2000
£:000 £000
Revenue Revenue
16 11

13 10

- 1
2001 2000
£000 £000
Discontinued
operations
Revenue Revenue
- 2,237

2001 2000
£°900 £000
Revenue Revenue
1 1
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BILLAM PLC
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2001

DIRECTORS AND EMPLOYEES

Statt costs during the year were as follows: 2001 2000
£000 £000
Revenue Revenue
Wages and salaries 856 155
Social security costs 15 8
Pension costs 15 -
886 163
The average number of employees (including directors) of the Group were:
2001 2000
Number Number
Revenue Revenue
Management of investments 5 4
Remuneration in respect of directors was as follows (further details are shown on page 34):
2001 2000
£°000 £000
Fees 43 8
Emoluments 277 69
Pension contributions 1o money purchase schemes 15 -
335 77
The amounts set out above include remuneration in respec of the highest paid director as follows:
2001 2000
£000 £000
Emoluments 277 69
Pension contributions 15 -
292 69
TAX ON ORDINARY ACTIVITIES
The taxation for the year is made up as follows:
2001 2001 2001 2000
£000 £000 £000 £7000
Capital Revenue Total Capital
Deferred tax 406 (150) 256 500
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BILLAM PLC

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2001

RETURNS FOR THE FINANCIAL YEAR

The Parent Company has taken advantage of Section 230 ¢ f the Companies Act 1985 and has not included its own
Statement of Total Returns in these financial statements. 7'he Group return attributable to ordinary shareholders includes
£2,658,000 (2000: £2,106,000) which is dealt with in the f nancial statements of the Company.

RETURN PER ORDINARY SHARE

The return per ordinary share is based on the weighted ave -age number of ordinary shares in issue during the year of
883,160,990 (2000: 435,654,217) and the following figure:

2001 2001 2001 2000 2000 2000

£000 £000 £000 £000 £000 £000

Capital Revenue Total Capital Revenue Total

Return after taxation 2,435 (541) _ 1,894 1,320 2,294 3,614
Return per ordinary shares 4.27p (0.96p) _ ©.21p 0.30p 0.53p 0.83p

In the year to 31 December 2000 £2,237,000 of revenue re ated to discontinued operations.

INTANGIBLE FIXED ASSETS

Negative
goodwill on
consolidation
£°000

The Group
Additions and at 31 December 2001 60
Written back in the year and at 31 December 2001 -
Net book amount at 31 December 2001 60

The negative goodwill arises on the acquisition of World Life Sciences plc and is calculated as shown in note 26. The
credit will be released to the statement of total return, in fu:ure years. The release will be determined by the directors as
the assets to which it relates are realised.

TANGIBLE FIXED ASSETS
Office
equipment
Group £9000
Cost

At 1 January 2001
Acquisition of subsidiary undertakings
At 31 December 2001

Depreciation
At 1 January 2001 and at 31 December 2001

2
3
1
Net book amount at 31 December 2001 2
Net book amount at 31 December 2000 1
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BILLAM PLC

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2001

TANGIBLE FIXED ASSETS (CONTINUED)

Office
equipment
Company £000
Cost
At 1 January 2001 and at 31 December 2001 2
Depreciation
At 1 January 2001 and at 31 December 2001 1
Net book amount at 31 December 2001 1
Net book amount at 31 December 2000 1
INVESTMENTS
Group Company
2001 2000 2001 2000
£000 £000 £2000 £000
Investments listed on a recognised investment
exchange 5,642 2,994 4,564 194
Subsidiary undertakings {note 14} - - 3,176 852
Other unlisted investments* 4,573 2,628 2,875 2,628
Loans 1,057 280 625 280
11,272 5,902 11,240 3,954
*Please see note 26 page 32
Other
Listed Subsidiary Unlisted
Listed overseas undertakings investments Loans Total
Group £000 £000 £°000 £000 £000 £000
Cost
At 1 January 2001 800 374 701 2,628 280 4,783
Acquired with subsidiary
undertakings 1,078 - - 1.798 432 3,308
Additions 563 33 - 537 345 1,498
Sales
Proceeds - - - {500) - (500}
Realised gains on sales - - - 190 - 190
Reclassify as subsidiary
{see note 26) (843) - - - - (843)
At 31 December 2001 1,598 447 701 4,673 1,057 8,436
Unrealised appreciation/
{depreciation)
At 1 Januvary 2001 2,000 {180) {701) - - 1,119
Increase/(decrease) in
unrealised appreciation 2,939 (188) - (100) - 2,651
Write down of investment to
cost (see note 20) (934) - - - - {934)
At 31 December 2001 4,003 (368) (7010) (100} - 2,836
Cost or valuation at
31 December 2001 5,603 39 - 4,573 1,057 11,272
31 December 2000 2,800 194 - 2,628 280 5,902
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BILLAM PLC

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2001

INVESTMENTS (CONTINUED)

Other
Listed Subsidiary Unlisted
Listed overseas undertakings investments Loans Total
£000 £'000 £°000 £7000 £000 £000
Company
Cost
At 1 January 2001 - 374 1,533 2,628 280 4,835
Additions 520 33 2,324 557 345 3779
Sales
- proceeds - - - (500) - (300
- realised gains on sales - - - 190 - 190
At 31 December 2001 520 407 3,877 2,875 625 8,304
Unrealised appreciation /
(depreciation)
At 1 January 2001 - (180} (701} - - (881)
Increase/(decrease) in
unrealised appreciation 4,005 (188) - - - 3,817
At 31 December 2001 4,005 (368) (701) - - 2,936
Cost or valuation at
31 December 2001 4,525 39 3,176 2,875 625 11,240
31 December 2000 - 194 852 2,628 230 3,954
Group Company
2001 2000 2001 2000
£000 £000 £000 £000
Realised gains on sales 190 - 190 -
Increase/(decrease) in unrealised appreciation 2,651 1,820 3,817 (180
Gain/(Joss) on investments 2,341 1,820 4,007 (180}
SIGNIFICANT INTERESTS

Details of investments, other than subsidiary undertakings. in which the Company or Group had an interest of 10% or
more of the nominal value of the allotted shares of any cla: s, or of the net assets at the end of the year, are as follows:

Percentage held by:

Company Group

‘B’ ordinary shares Total share Total share

Name of undertaking only capital capital
Autonomics Limited 100.0% 10.0% 10.0%
CybIT Hotdings plc - 44.0% 44.0%
Danum Group Limited - 321% 32.1%
EiRx Therapeutics Limited - - 23.3%
Fulerum Pharma plc - - 10.0%
Physiomics plc - - 20.3%
Syngenix Limited - - 7.9%

All the above are incorporated and operate within the Unit:d Kingdom.
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BILLAM PLC

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2001

SIGNIFICANT INTERESTS (CONTINUED)

The directors consider that the conditions required to categorise an investment as an associated undertaking are not met
as the investments are held as part of the Group’s investme nt portfolio. The Group does not seek to influence the day to

day management of the companies in which its investment s are made.

In addition to the above the Group has a holding of 3% or nore in the following investments:

Name of undertaking

TigerEx Group Limited

Inaplex Limited

Knowledge Technology Solutions plc

Restrictions on Investments

Country of incorporation

Bermuda
United Kingdom
United Kingdom

There is a restriction on the sale of Knowledge Technolog:- Solutions ple's shares which restricts Billam plc's

ability to sell its shares. This restriction expires in July 20)2.

INVESTMENTS

The Group, either directly or through its subsidiary, has a | olding of 3% or more that is material in the context of the

financial statements in the following investments:

Unlisted Investments
TigerEx Group Limited
Danum Group Limited
Autonomics Limited
Inaplex Limited

EiRx Therapeutics Limited
Physiomics ple

Syngenix Limited

Listed investments

CybIT Holdings plc

Knowledge Technology Solutions plc
World Life Sciences ple

Fulcrum Pharma plc

Total
cost
£'000

619
1,232
506
67
1,000
100
480

Total
cost
£7000

1.000
145

701

Carrying
value at

31 December
2001

£°000

619
1,232
506
67
1,000
100
480

Carrying
value at

31 December
2001

£000

4,744
406

1,078

Further details of these investments are given in the portfo io review on pages 4 to 6.

Carrying
value at

31 December
2000

£000

619
503
306

Carrying
value at

31 December
2000

£000

2,800
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BILLAM PLC

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2001

INVESTMENTS (CONTINUED)

During the year, material disposals of the following unquo ed investmenis were made up as follows:

Danum Group Limited

SUBSIDIARY UNDERTAKINGS

At 31 December 2001 the subsidiary undertakings were as follows:

Billam AG

World Life Sciences
Limited
Urco ple

DEBTORS

Trade debtors
Amounts owed by other group un
Other debtors
Prepayments and accrued income

Country of
incorporation

Switzerland
United Kingdom

United Kingdom

dertakings

CREDITORS: AMOUNTS FALLING DUE WITHIN ¢3JNE YEAR

Bank overdraft

Amounts owed to group undertak
Trade creditors

Social security and other taxes
Other creditors and accruals
Director's loan account

Pension contributions

ings

Cosl Carrying value Disposal
2001 2000 proceeds Gain
£'000 £000 £'000 £'000
310 310 500 190
Class of Proportion
share held by Proportion
«apital Parent held by the Nature of
held Company Group business
Ordinary 100% 100% Investment
company
Ordinary 49.6% 100% [nvestment
company
Onvdinary 18.21% 90.91% Investment
company
Group Company
2001 2000 2001 2000
£000 £000 £000 £000
- 205 - 90
- - - 80
58 94 18 79
B 4 g 2 8
62 307 20 257
Group Company
2001 2000 2001 2000
£7000 £000 £°000 £000
11 - 11 -
- - 146 -
292 47 212 47
11 25 11 25
477 112 2N 102
56 - 56 -
15 - 15 -
862 184 722 174
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BILLAM PLC

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2001

PROVISIONS FOR LIABILITIES AND CHARGES

These are in respect of deferred taxation and comprise:

Group Company
2001 2000 2001 2000
£000 £000 £°000 £000
Timing differences related to capital 1,148 500 1,148 -
Losses available
- capital (242) - (242) -
- revenue {150) - {150) -
756 500 756 -
DEFERRED TAXATION

Group  Company

2001 2001
£000 £7000
At 1 January 2001 500 -
Charged/(credited) during the year
- revenue (150) (150)
- capital 406 906
At 31 December 2001 756 756
There is no material amount of unprovided deferred tax.
SHARE CAPITAL
2001 2000
£000 £000
Authorised
1,842,050,000 ordinary shares of 0.1p each 1,842 1.842
157,950,000 deferred shares of 0.1p each 158 158
2,000 2,000
Allotted, called up and fully paid
1,137.339,329 (2000: 847,546,633) ordinary shares of 0.1} each 1,137 847
157,950,000 deferred shares of 0.1p each 158 158
1,295 1,005

Allotments during the year

4,999,977 ordinary shares of 0.1p per share were issued on 30 May 2001 at 1p per share. The difference between the
total consideration of £50,000 and the total nominal value > £5,000 has been credited to the share premium account.

284,792,719 ordinary shares of 0.1p per share were issued in the period 8 November 2001 and 31 December 2001 to
satisfy a share for share exchange of the acquisition of a subsidiary company, World Life Sciences plc (now World Life
Sciences Limited). The difference between the issue price of £1,965,070 and the nominal value of £284,793 has been
credited to merger reserve.
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BILLAM PLC

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2001

SHARE CAPITAL (CONTINUED)

The deferred shares, which were issued as part of the re-or zanisation at 30 May 2000, have:
= no right to any dividend,;

- the right to receive notice of any general meeti1g and to attend such meeting, but no right to vote
there at; and
. the right on a winding up or other return of caj ital (after payment of the debts and liabilities of the Company

and an amount equal to the amounts paid up, o: credited as paid up, including any premium on the ordinary
shares of the Company, together with any unp: id arrears of dividend declared on such shares) to an amount
equal 1o the amounts paid up or credited as pail up on such deferred shares.

Since the year end 49,891,818 shares of 0.01p each were i: sued at an issue price of 0.69p each for the acquisition of
ordinary shares in World Life Sciences plc. This is shown as shares to be issued of £344,000.

SHARE PREMIUM ACCOUNT AND RESERVES

Share Capital Capital
premiuvm reserve reserve  Merger Revenue
accoutt realised unrealised reserve account
£000 £7000 £000 £000 £000
Group
At 1 January 2001 4,595 - 1,320 - {643)
Premium on allotments during the year 45 - - 1,680 -
Retained net revenue for the year - - - - (541)
Exchange differences - - - - (7}
Net gain on realisation of investments - 190 - - -
Net change in unrealised appreciation - - 2,651 - -
Tax effect of capital items - - (406) - -
Write down investment to cost - - (934) - -
Transfer to goodwill - - 934 - -
At 31 December 2001 4,640 190 3,565 1,680 (1,191)
Company
At 1 January 2001 4,595 - (180) - (651)
Premium on allotment during the year 45 - - 1,680 -
Retained net revenue for the year - - - - (443)
Net gain on realisation of investments - 190 - - -
Net change in unrealised appreciation - - 38L7 - -
Tax effect of capital items - - (906) - -
At 31 December 2001 4,640 190 2,731 1,680 {1,094)
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BILLAM PLC

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2001

NET ASSET VALUE PER SHARE

The net asset value per share and the net asset values attritutable to each class of share at the year end calculated in
accordance with the Articles of Association were as follows:

Net asset value per share Net assets attributable

2001 2000 2001 2000

p p £000 £0060

Ordinary shares 0.91 0.72 10,365 6,119
Deferred shares 0.10 0.10 158 158
10,523 6,277

The net asset value per ordinary share is based on net assels at the year end and on 1,137,339,329 (2000: 847,546,633)
ardinary shares being the number of ordinary shares in isst e at the year end.

RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS’ FUNDS

2001 2000

£000 £000

Total recognised gains for the year 1,887 31614
New share capital subscribed 2,015 3,277
Share capital to be issued 344 -
4,246 8,891

Shareholders’ funds at 1 January 2001 6,277 (2,614
Shareholders’ funds at 31 December 2001 10,523 6277

RECONCILIATION OF OPERATING RETURNS TC NET CASH FLOW FROM OPERATING
ACTIVITIES

2001 2000
£000 £000
Operating return 2,141 1,878
Write down investment in World Life Sciences plc to cost (see note 20) (934) -
Surplus on fundamental reorganisation - 2,237
Depreciation and amortisation - 1
Gain on sale of investments {190) -
Unrealised increase in investment appreciation (1,717} (1,820)
Decrease in debtors 379 118
Increase/{decrease) in creditors 54 (652)
Exceptional loss on disposal of fixed assets - 123
Exceptional gain arising on CVA - {2,360
220 (473)
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BILLAM PLC

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2001

ANALYSIS OF CHANGES IN NET FUNDS

Atl At 31

January December

2001 Cash flow 2001

£000 £000 £000

Cash at bank and in hand 751 112 363
Overdraft - (11) (11)
751 1M 852

RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN NET FUNDS

2001 2000

£000 £000
Increase in cash in the year 101 227
Cash inflow from financing - 490
Change in net funds resulting from cash flows 101 717
Other non-cash items - 238
Net funds/{debt) at 1 January 2001 751 (204)
Net funds at 3] December 2001 852 751

ACQUISITION

GOn 8 November 2001 the Group acquired 49.9% of the sh: re capital of World Life Sciences plc satisfied by the issue of
284,792,719 ordinary shares of 0.1p each in a share for shire exchange. The remaining share capital has been acquired
by the further issue of shares since 31 December 2001 and the shares issued together with the premium are included
under share capital and reserves as shares to be issued.

Goodwill arising on the acquisition has been capitalised. The acquisition has been accounted for by the acquisition
method of accounting.

The return after taxation and minority interest of World Li & Sciences plc for the year ended 31 December 2001 was
£412,000 deficit.

The assets and Hahilities of World Life Sciences ple acquited were as fotlows: Book value
and fair
value
£'000
Fixed assets
Tangible assets 1
Investments® 3,308
3,309
Current assets
Debtors 133
Cash at bank and in hand 830
Total assets 4,272
Creditors
Trade creditors (5%
Other creditors (67
Total liabtilities {126)
Net assets 4,146
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BILLAM PLC

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2001

ACQUISITION (CONTINUED)

41.8% of net assets in 2000
58.2% of above fair values
Increase in value of investment recognised since acquisiticn in 2000

Share of net assets acquired in 2000
Share of net assets acquired in 2001
Negative goodwill

Satisfied by:

[ssue of shares

Share capital to be issued

Cash previously spent (se¢ note 11)

The fair values used are provisional.

£000

800
2412

934
4,146

800
2412

(6
3,152

1,965
344
843

3,152

*The values attributed to investments are strictly in accord ance with the Group's accounting policy and in accordance
with the BVCA guidelines. The investments are held at cc st or, where the investments are quoted, at their mid market
value. In the opinion of the directors the open market valuz at the date of acquisition was £1 million in excess of the

carrying value and this was taken into account when under aking the acquisition of World Life Sciences ple. This has

not been reflected in the net asset value calculations.

CONTINGENCIES, GUARANTEES AND FINANCIAL COMMITMENTS

There were no guarantees or commitments at 31 Decembe 2001 or at 31 December 2000.

RETIREMENT BENEFITS

Defined Contribution Pension Scheme

The Group operatcs a defined contribution scheme for the enefit of the directors. The assets of the scheme are

administered by trustees in a fund independent from those f the Group.
COMMITMENTS UNDER OPERATING LEASES

There were annual commitments under operating leases as follows:

Group
2001 2000
Land and buildings £7000 £000
Operating leases which expire:
Within one year - 16

Company
2001 2000
£000 £7000
- 16
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BILLAM PLC

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2001

TRANSACTIONS WITH RELATED PARTIES

Company Relationship Income Expenditure Loan  Balance owing

to/(from)

related party

at year end

Cybit plc Investment 126,50 - - -
World Life Sciences

Limited Investment* 40,000 510 9,300 93,510

Autonomics Investment 3.000 - - -

* World Life Sciences Limited is a subsidiary at the end of the year,

INVESTMENT COMPANY STATUS

The Company is not an investment company within the me aning of Section 266, Companies Act 1985 as the Articles of
the Company do not absolutely prohibit the distribution of capital profits, However, it manages its affairs in a manner
which is similar to that of an Investment Trust. As such, the directors consider it appropriate to continue to present the
financial statements in accordance with the Statement of R :2commended Practice (SORP) applicable for investment
trusts. Under the SORP, the financial performance of the CCompany is presented in a statement of total return in which
the revenue column is the profit and loss account of the Ccmpany. The revenue column excludes the following capital
iterns which, since the Company is not an investment company, the Companies Act and accounting standards would
ordinarily require to be included in the profit and loss account: profits on disposal of investments, calculated by reference
to their previous carrying amount, of £189,338 (2000: £nil: and management expenses and finance costs charged to
capital, net of tax, of £nil {2000: £nil) and realised exchanye losses of £9,999 (2000: £nil). In the opinion of the directors
the inclusion of these items in the profit and 1oss account v ould cbscure and distort both the revenue and capnal
performance of the Company, and would not show clearly the revenue profits emerging to be distributable by way of
dividend, The directors therefore consider that these depaitures from the specific provisions of Schedule 4 of the
Companies Act relating to the form and content of accounts for companies other than investment companies and these
departures from accounting standards are necessary to give a true and fair view. The departures have no effect on total
return or on the balance sheet.
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Directors’ remuneration

The policy of the Board is to provide executive remunerati an packages designed to attract, motivate and retain directors
of the calibre necessary to maintain the Group's position a: a market leader and to reward them for enhancing shareholder
value and return. It aims to provide sufficient levels of reruneration to do this, but to avoid paying more than is
necessary.

The Remuneration Comimittee has responsibility for makir g recommendations to the Board on the Company's general
policy on remuneration and also specific packages for indi /idual directors. It carries out the policy on behalf of the
Board.

The membership of the committee is as follows: Victor Be amish {Chairman), Juliet Hoskins and Mark Lorimer.

All members are independent non-executive directors. No1e of them has any personal financial interest in the matters to
be decided {other than as shareholders), potential conflicts of interest arising from cross-directorships nor any day-to-day
involvement in running the business.

The Commiittee meets at least once a year. As well as con: idering conditions in the group as a whole, it takes into
account the position of the Company reiative to other companies and is aware of what these companies are paying,
though comparisons are treated with caution to aveid an up-ward ratchet in remuneration. The Committee consults the
Chief Executive, has access to professional advice within t1e company and obtains its own independent professional
advice from outside the company.

Main Elements of Remuneration

The three main elements of the directors' remuneration pac kage are basic annual salary, performance related bonus and
share option incentives.

Basic annual salary

Each executive director's basic salary is reviewed annually by the Committee. In deciding upon appropriate levels of
remuneration the Committee believes that the Company should offer average levels of base pay reflecting individual
responsibilities compared to similar jobs in comparable co npanies. Exceptional performance is rewarded through
performance related pay. Executive directors' basic salari-:s were last reviewed on 17 October 2001.

Performance related bonus

A bonus scheme has been established which recognises the success of the business for which the executive directors are
responsible. For a bonus to be awarded, the business must meet a pre-determined target which is set by the Committee.
This is based on the Company's increase in net asset value after taking into account new share issues. The annual bonus
payments are not pensionable.

Options

Options have been granted to executives and directors. Thz granting of options ensures that the holders are incentivised
to concentrate on growing shareholder value. The exercise of options is not dependent upon performance criteria.
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Summary of Directors’ remuneration

Aggregate  Company contributions
emoluments to money purchase
Salary Bonus Fees Total Total pension scheme
2001 2001 2001 2001 2000 2001 2000
£000 £000 £'000 £'000 £000 £'000 £000
Executive

A G P Forrest 127 150 21 68 15 -

Non-executive
V N Beamish 15 - 15 15 4 -
J A Hoskins 10 - 10 10 3 -
M B A Lorimer 15 - 15 15 1 -
F ] P Madden 2 - 3 2 - - -
169 150 43 319 76 15 -

Executive directors’ pension arrangements

The Company contributes an amount equivalent to 9% of t1¢ executive director’s basic salary paid into a money
purchase scheme of their choice. No other earnings of or | ayments to directors are pensionable. There have been no
changes in the terms of directors' pension entitlements during the year. There are no unfunded pension promises or

similar arrangements for directors.
The normal retirement age is 65.

Non-executive directors

The remuneration of the non-executive directors is determined by the Board within the limits set out in the Articles of
Association. Non-executive directors do not have a contra 1 of service and are not eligible to receive pension

contributions.

Directors’ interests

The interests of the directors and their families in the ordinary shares of the Company are shown below, together with the

share options.

Ordinary shares

V N Beamish
A G P Forrest

J A Hoskins

M B A Lorimer
F ] P Madden

A:- at 31 December 2001

As at 1 January 2001

(or date of appointment)

11,500,000
82,100,000
3,900,000
1,500,000

1,000,000
6(.000,000
3,000,000
1,500,000
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Share options

V N Beamish
A G P Forrest

J A Hoskins

M B A Lorimer
F J P Madden

Number

4,000,000
25,000,000
4,000,000
4,000,000

Exercise price

1.0p
1.0p
1.0p
1.0p

The options, all of which were issued during the year, are ( xerciseable at any time prior to 28 February 2008. No
director’s share options were exercised or lapsed during th: year. The share price at 31 December 2001 was 0.5p.

Other than shown above, no director had any interest in the shares of the Company or any of its subsidiaries at 31
December 2001 and there have been no changes in directo s interests since that date and the date of this report.

ON BEHALF OF THE BOARD

Angus Forrest
Director

19 June 2002

Page 36




