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Kiotech International plc
Annual Report and Accounts
for the year ended 31 December 2010

Kiotech International plc supplies natural
high performance feed additives to
enhance growth, health and sustainability
in agriculture and aquaculture.

The Group significantly increased its scales,
profit and underlying earnings? per share
over those of the previous yecr and also
largely completed the integration of the
Optivite Group.
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Highlights

Financial highlights

» 146% increase 1 underlying profit before tax and exceptional items! to £1 9m
(2009 £0 8m)

» 58% mcrease in underlying earnings per shcre? to 7 27p (2009 4 60p)
s Sales advamcee to £21 6m (2009 £11 Om)
® Cash balance of £3.5m at 31 December 2010 (2009 £5 0m)

» 74% mcrease mn the proposed inal dividend to 2 00p per share
(2009 1 15p)

Operational highlights

s Integration of Optivite largely complete with planned benefts being realised
ecarlier than anticipated

» Good performance from our internahonal agnculture division

= Purchase of Manton Wood produchon and head office site completed for £1 &m

! Undeilying profit before tax and excephonal items comprses profit before tax of €1 5m
(2009 £1 dm) adjusted for closure and restructunng costs of €0 3m (2009 €, gams on sale
of intellectual property of €l (2009 £0 7m) and share-based payment expense of £0 lm
(2009 €0 03m)

? Underlying earnings per share represents profit for the year before exceptional items and prnor year
tax adjustments divided by the weighted average number of shares in 1ssue
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Chairman’s statement

I com pleased to report a very successful year for the
Group, enhanced by the completion of the majonty
of the integraton projects following the acqusihon
of Ophwvite 1n September 2009 The Group 1s now
well placed to buld on 1ts trading brands supplying
natural arimal feed additives for global agneultural
markets with specialty products which improve the
heaith cnd output of crumals, thereby increasing
profits for the former

The kalance sheet remans strong with good cash
generation and management s focus 1s to develop
the business in mternahonal markets through organic
growth and sutclble acquisitions which fit well with
our strategy

Financial review

Total underlying preht before tax and exceptonal
itemns! more than doubled to €1 877 milhon (2009

£0 764 million) from total revenues of £21 565 mullion
(2009 £10 955 mullhon) This cutturn was boosted by
a maden full year contnbuhon from Ophwvite coupled
with orgaruc growth (2009 3 months contribbution)

Profit before tax of £1 517 rmullion (2009 £1 409
rmullion) includes excephonal costs of £0 261 rmilion
relahng to the restructunng of the Group and site
closures The previocus year's result was boosted by

cn excephonal proft of £0 675 rmillion ansing from the
sale of the Ultrabite sports fisung brand

Underlying econings per share? mcreased 58% to 7 27
pence per share (2009 4 60 pence per share) and
diluted underlying ecrnings per share rose 59% to
7 20 pence per share (2009 4 53 pence per share)

The Board 1s dehghted to declare a final dividend

of 2 00 pence per share an mcrease of 74% over

the previous yecr s final dividend of 1 15 pence
Shareholder approval will be sought at the Annual
General Meehng, to be held on 30 June 2011 to pay
the final dividend on 29 July 2011 to shcoreholders on
the register on 8 July 2011

In October 2010 we completed the acqusthon of a
long leasehold interest n Ophwvite's Manton Wood
preduchon and head office site for £1 532 rmllhion
meluding costs The preruses compnse the moan
producton facilihes for the Group s feed addibive
business and its adminustraive and finance functions
have been substantdlly centralised on the site The
acquisibon provides secunty of tenure from which to
make long term mvestment decisions and 1s earmungs
enhancing Further expenditure of £0 125 mulhon has
been incurred n the latter part of 2010 and ecrly

2011 on extending the prermises and new producton
facihhes cosing €0 190 milion will be completed
n 2011

The balance sheet remans strong and debt free with
a year-end cash balance of £3 531 mullion (2009

£5 015 million) It 1s expected that these funds will
be used to mvest in the expcmsion of the business
through appropnate acquisihons

On 1 October 2010 the Company consolidated its
share capital on the basis of one ordinary share
for every 23 ordinary shares The Directors bebeve
that the consolidahon was desirable with a view
to achieving a lugher merket pnce per share and
reducing the signiicance of the bid-offer spread
Accordingly all relevant pnor year numbers have
been restated

Optivite integration

As previously reported, procduchon of our feed
addibive products has now been consohdated ct
Manton Wood This plant has almost trebled its
production throughput, with the additional Agl
volume cand growth from our mternatonal operabons
We have also recently comrussioned a third
production hne ot Manton Wood, which has enabled
us to transfer our omega-3 supplements from Optivite’s
North Scernle site, as well as providing addibonal
capacty for our acid product range The North Scarle
site has just been closed leaving the Group operating
from two production sites Mcnton Weod for the
functional feed additive business and Boroughbndge
n North Yorkshire where Vitntion, our organic feed
business 1s located

The office extension at Manton Wood was completed
n November, when the Ophvite Internabonal team
transterred from their leased ofices We continue to
occupy Agl's offices at Aldermaston in Berkshire
where a numbser of adrministrators contnue to
support the Agil export business It 1s our intention

to transfer these funchons {c Manton Wood n the
coming months and n due course close and sell the
Aldermaston office

Optwnite s UK business has a high proportion of low
margnn products which were eather sold on a rescle
basis or manufactured at the North Scarle plant and
supplied to price sensihve markets The value-added
products manufactured at this site have now been
transierred to Manton Wood where consohdation
will help to improve ther margins The manufacture
of some low margin commeodity products has been
outsourced and we have exited from othets




Following the sales and produchon consoldation,
overall UK sales have dechned but profitability 1s
expected to improve as the sales team focus on
selling mgher margin products to customers who
value our more sophishcated and mn-house designed
ranges which improve both the hedith and output of
arumals

Operations — Internatonal agriculture

The Agil core business delivered another sohd
performance The mternahonal division operahng
under the Ophwite and Kiotechagnl brands, continued
to make progress duning the year Of the 61 countries
supplied, there were parhcularly strong performances
n Argentna, Bangladesh, Japan, Korea, Malaysia,
Mexico and Turkey In 2009 a maor Chilecn
integrator bought sigrficemit volumes of Salkil
Kiotechagtl s leadmng acidifier product Sales were
cdisrupted by the earthquake in ecrly 2010, however,
we have recently won back some of this business
with Ophvite s Salgard brand, which demonstrates the
vaiue of operating more than one trading brand

The man focus of the nternatonal sales team 1s to
contnue to mtroduce a number of new products

to our distnbutors around the world Malaysia
demonstrated the potental of Agil's Neutox, our new
feed satety product, which achieved significant sales
growth in that country Other new products being
launched include a new range of enzymes cnd
omega-3 supplements the latter enhancing ferhhty
viabilty of young animals growth ate and also
increase the omega-3 content of meat and eggs Our
omega-3 supplements range 1s creahng considerable
interest in developing countnes such as China where
human health, especially in chuldren 1s a key factor
in household purchasing decisions

In China and Brazl we are staring to make inroads
into the larger meat producers The Chinese
agncultural market was weak 1n the first half of

the year, owing to a number of infechous disease
outhreaks and a downturn m consumption, which led
te lower pig pnices However the second half saw an
unprovement which has contnued into 2011

Genex®, an Optvite registered performance
enhancing acid and essenhal ol combinahon 1s
cunrently under tnal with a number of mager pig
producers iIn China We are also supplying o number
of smatller customers in that country through our
local distnbubon channel with a range of products

In Brazl, we are now seling ocur acidifier products

to some of the major mtegrators and we anbcipate
volumes fo grow as our products gain wider use

Kiotech International pic
Annual Report ond Accounts
for the year ended 31 December 2010

Operations — UK agnculhure

Cur UK agnculture business was re-structured dunng
the yecr resulhing n the formction of a new sales
team Sales are now focused on ow higher mcorgin
feed addiive products to the maor integrators,
vitarmn and rmineral premixers and the pig and
poultry home-mix segment It 1s stll early days

1n reasing the profitaloihity of our UK diviston as
customers tend to spend time assessing and inaling
our products before imcorporating them mto then
feeding regume However the team has been making
progress and we are confident we have the products
and the people to Improve our performance n

the UK

Vitnhon our organuc feed brend had a sohd yeco
with the focus on wideming margmns rather than
chasing volume Viintion accounts for around 17 per
cent of total group tarnover, and the key to improving
profitaloihty m 1ts market 15 to ensure raw matenals coe
bought well and that any pnee increases are quuckly
passed on through seling pnces The well publicised
gran price mflabon expenenced ot the end of 2010
and running o 2011 has meant the Vitnhon team

1s focused on ensunng our margins care maontamned
We anticipate that more stnngent EU legislation,
relating to the proportion of use of solely orgaric raw
mcrtenals in feed coming into force over the next 12
months, will favour Vilnmbton owing to 1its dedicated
organc feed content, mill and formulations We wat
to see how thus lecuslahon will mfluence the decisions
of our compettors in therr commuitrment to thus miche
market

Operations — Aquaculture

Cur Head of Aquaculture based in Thailomd  has been
working with a number of farmers and hatchenes

m the reqion on Shnmp Tiapia cnd Asicm Sea Bass
species The product technology has been well
receved although, as expected, tnal data 1s mixed
reflecting the mherent nature of malling at fish fcom
level where disease and events such as flooding can
undermine results In addibon there 1s a lecorung
curve for local farmers as they understand how to use
Aquathce® effechvely This process 15 continuing anc
we are cbout to start tnals with one of South East Asias
largest feed mull and fcom groups Furthermore we
are conhnung to work with a major muth-nahonal
whose aquaculture team understemds the potenbal

of Aquabce® cnd are continuing to test the product
to assess its scope  Aquatce® 15 a unique technology
and requires focused sates support in order for it to
gaun acceptance m the aquaculture industry We

are conscious that it may be some tme before we
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Chairman’s statement continued

genetate sigrdicant sales from this technology but we
will continue to work with key partners to achieve thus

Board roles and responsibilities

Our stiategy 1s lo posiben the Company lo benefit
from the mcreasing demand for meat protein across
both the developed and developing world economies
by supplying meat producers with innovahve naturct
feed addiive solubons Management bebeve the best
way to achugve thas 15 to buld a group which goes to
market through a senes of individual trading brands
supported by a cential inance, produchon and
research and development infrastructure Follewing
the success of the Optivite ocaquisilion and subsequent
integration we now consider 1t appropriate lo speed
up our accuusition process by redefiiing roles and
rasponsibiihes at Board level

Riwshard Cdwands, who has been Chief Execultve sinca
Novembor 2006 becomes Execubve Vice-Choarman
and will be responsible for implemeniing our
acousiion strategy He will also retcun responsiolity
for Aquahce® to ensure continuity of i1ts commerccl
development

David Bullen cirrently Chief Opercting Otticer, will
bocome Chuef Execubve, responsible for execubve
mecmagement of the Kiolech Group David has played
a key role in managing the successiul ntegrabon

of Ophvite cnd has a clear understending of the
combined business

These appointments take effect utnmedictaly

People

I would hke to thank ail staff for thenr hend work and
commitment dunng 2010 A sigmiticant crmount wers
uchieved in integrating the lwo compamies cthead of
the acquisthon bmetable, which 1s commenciable and
reflects the teamwork and quality of our people

*We are continuing
our search to identify
suitable acquisitions,
at the right price,
which offer both
strategic and
commercial benefits
to the Group.”

Outlook

The Gioup has made a sold starl to the year, with
further sales growth i our inlerncohonal division
Management's focus 15 to captuie the cross-seling
opporiuruties between the Optvite and Kiotechagil
brands as well as launch a number of new product
Wdeas acress the Group Owr tertory expansion
Inihatves will concentrate on China and Brazd which
between them account for over 40 per cent of world
pig and powtry meat produchion

We are continuing our search o identity sutable
acqusihions, at the nght price which offer both
strategic and commercial benehts to the Group

Richard S Rase
Chaurman
25 May 2011
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Directors’ report

The directors present thewr annual report and audited
fincmeical staternents for the year ended 31 December
2010

Directors

The directors dunng the year under review and up to
the date of signing the inanaal statements were

Richard Rose

Richard Edwards

Peter Lawrence

Richard Scragg

David Bullen

Karen Pnor

Mark Nicholls (retred 26 Apnl 2010)

Principal activibes

The pnincipal actwvihes of the Group and Company 1n
the year under review werte those of the manufacture
and supply of crumal feed addibves and the
commercial development of biochenucal stimulants
for aquaculture

Results and dividends

The consohdated income statement for the year 1s set
out on page 10

The profit for the year before tcx was €1 517m (2009
£1 409m) The drrectors propose a final dividend of
2 00p per share (2009 1 15p)

Substantial shareholdings

At 11 May 2011, the Company had been notbfied
of the following holdings of 3 per cent or more of its
1ssued share capital

Ordinary per cent

shares held
ISIS EP LLP 2 898 576 16 1%
Amah Global Investors 2,457,601 13 6%
Unicorn Asset Management 2,257,986 12 5%

Artermis Investrment Mcnagement 879 917 49%

AXA Framhington Investment
Managernent

Wilkamns de Broe

842,803 4 7%
736,256 4 1%

Group research and development activities

The Group 18 continually resecrching into cnd
developing new products and markets Detonls of
expenditure incurred and wntten off dunng the year
cre shown m the notes to the financial statements

Kiotech International plc
Annual Report cnd Accounts
for the year ended 31 December 2010

Review of the business and future developments

A full review of the year, together with an incicaton
of future developments 15 given 1n the Chaurman'’s
staternent on pages 2 to 4

Principal risks and uncertainties

The directors present below their review of the
prncipal nsks and uncertcanties facing the business

If any of the followng nsks matenahse the Company’s
business, financial condition, prospects and shoxre
price could be matenally and adversely affected

The directors consider the following nsks atong with
specific incncial nsks outhned in Note 2 18 to the
financial statements are the most sigmficemit but
net necessanly the only ones associated with the
Company and 1ts businesses

Compehhon

The Group operates m compehhve global markets
and there are no assurances that the Group's
compehhveness will mprove or that it will win any
additional market share from any of its competitors
or maantain exishng moarket shares We review our
pricing and take action to control our cost base to
ensure that we remain as compettve as possible
and protect owr margins Falure to do this may
result i matenally lower margins and loss of
mecoket shcre

Dependence on key customers

The Group 1s dependent on a number of customers
and distnbuters in each of the temtones it sells to
The loss of one or mote of Its key customers could
result mn lower than expected sales and have a
signtficont impact on the scale of its operations The
Group seeks to mimmise relance on key terntones
and indmvidual customers and distnbutors

Prices of raw matenals

The Group s profitaoility moy be reduced due

to Increases m the price of raw matenals and
commochhes, which can expenence pnce
volahlity caused by the price of ol demand
and speafic commeodity market and cunrency
fluctuabens In mitigahon the Group seeks to pass
on increased costs to its customers and a number
of suppliers are used 11 order to secure the best
pritces and there 1s close monutenng of margins
with individual customeis
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Directors’ report continued

Key performance indicators

The key periormance indicators (CKPis™) for the
Group are those that communicate the fincmaal
performance and strength of the Group, as a
whole, to shareholders In addition other key
non-incncal performance mceators are also used
by management i running cnd assessing the
performance of the ndmvidual businesses within
the Group A summary of the KPIs 15 as follows

2010 2009
£000 <000
Financial
Revenue 21,565 10955
Gross profit 5,947 3132
Underlymg profit before tax
excephonal items and
share-based payments 1,877 764
Non-financial
Hedalth and safety — major accidents
reportable to the Board in the yeco nu il

The Group dalso regerds the on-going achievemnent
oi product registrabons cnd quality assurance
accreditabons as a mcaor KPI

Directors’ interests

The directors interests in the shares of the Company
were os stated below

Ordinary sheares of 23p each
31 Dec 31 Dec

2010 2009

as restated

(or date of appointment)

R S Rose 31,057 31,057
R P Edwcnds 32,681 32681
P A Lawrence 27,950 27 950
R H Scragg 288,588 288 588
DM A Bullen —_ -
K L Prior 9,780 —
M R Nicholls - 3105

Directors’ remuneration

Emolurmnents Post-

and employment

compensation benefis

2010 2010

£000 £000

R S Rose 22 —
R P EQwards 232 37
P A Lawrence 26 —
R H Scragg 113 6
D M A Bullen 184 6
K L Prior 175 5
M R Nicholls 107 —

Emoluments emd compensahon ansing during the
vear 15 shown 1n the table above and includes
amounts pand to third parhes totaling £134 000 and
an apportionment of share-based payrment charges
totaliing £78.000

Emoluments payable to the highest pand director are
shown n the table above (2009 £203 000)

Under the Groups enterpnse rmanagement incenhve

scheme and unapproved share scheme the following
directors have the nght to acquire Ordinary shares of
23p each as {ollows

31 Dec 31 Dec
Option price 2010 2009

{pence per share) as restated

R S Rose 16100 21,739 2173%
11500 21,739 21,739

R P Edwends 6900 620,736 272,910
3174 108,694 108,694

P A Lawrence 16974 21,739 21739
11500 21,739 21739

R H Scragg 8625 21,739 —
D M A Bullen 8050 21,739 21,739

3174 32,608 32608
69 00 260,869 250 869
8625 86,956 —

K L Pnor 69 00 130,434 130,434
86 25 86,956 —

M R Nicholls 166 75 — 10 849
11500 — 21739

3174 — 32,608

6% 00 — 32,608




On 1 October 2010 the Company undertock a 1 for
23 share consolidation Accordingly, all pnor yecr
interests and ophons have been restated

Creditors payment policy

The Company agrees terms and condihions for its
business transachons with its supphers and payments
are made on these terms subject to the terms and
conditions being met by the suppliers Trade creditors
at the year-end amounted to 60 days (2009 62 days)
of average supplies for the year agamnst terms agreed
with our suppliers

Internal financial control

The board of directors 1s responsible for the Groups
system of internal inanaial contrel Internal control
systems are designed to meet the parbculcnr needs

of the comparies concerned and the nsks to which
they cre exposed This provides reasonable, but not
absolute, assurance aganst matenal rmsstatement or
loss Stnct incmcral emd other controls coe exercised
by the Group over 1its subsichiary compcarues by day-to-
day supervision of the busmnesses by the directors

Corporate governance

The Company s shares are traded on the Alternatve
[nvestment Market of the London Stock Exchange and
the Compamy 1s therefore not required to report on
comphance with the Combined Code The directors
support the Combined Code cnd are implementng
many of the recommendations which are relevant to
a business the size of Kiotech Internatonal plc

Chantable and polihcal contributions

There were no chantable donations made in the year
(2009 £rul) There were no donations made to political
parties (2009 Crul)

Stockbrokers

FinnCap 15 the Company's stockbroker end nominated
adviser

The closing share price on 31 December 2010 was
88 3p per 23p nominal share (2009 3 62p per 1p
norminal sheare)

Kiotech International plc
Annual Report and Accounts
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Independent auditors

A resolubon propoaing that PncewaterhouseCoopers
LLP be reappomted will be put to the Annual General
Meeting

Indemnities

By wvartue of, and subject to Article 172 of the current
Arhcles of Associahion of the Company the Company
has granted an indemmnuity to every director, alternate
drector, Secretary or other officer of the Company
Such provisions reman i force at the date of this
report The Group has arranged approprnate mnsurance
cover for any legal action aganst the duectors and
officers

Statement of directors’ respensibilities

The duectors are responsible for prepanng the Annual
Report and the fincmaal statements 1in accordance
with applcable law and reguiahons Company law
requures the directors to prepare financial statements
for each financial year Under that laow the directors
have prepared the Group and Parent Company
finamcial statements in accordance wath Internabonat
Financial Reporting Standards (IFRSs) as adopted

by the Europecn Uruon Under company low the
directors must not approve the financial statements
unless they are sahshed that they gave a true and

fair view of the state of affaus of the Group ond the
Company and of the profit or loss of the Group for thort
penod In prepanng these financial statements, the
directors are required to

s select suitable accounting policies and then apply
them consistently,

» mcake judgements and accounting eshmates thort
are reasonable and prudent

» state whether apphcable [FRSs as adopted by the
Europecn Urnuon have been followed, subject to
cany matencl departures disclosed and explcaned
m the inancal statements

= prepare the incnaal statements on the going
concern basis unless it 1s mappropndte to presume
that the Company will continue 1n business
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Directors’ report continued

The directors are responsible for keeping adequate
accountng records that are sufficient to show cnd
explan the Company’s transachons and disclose
with reasonable accuracy at any tme the fincmcial
position of the Company and the Group and
enable thern to ensure that the finanaal statements
comply with the Compcmues Act 2006 They are
dlso responsible for safeguarding the assets of the
Company and the Group and hence for taking
reasonable steps for the prevention and detechon of
fraud and other rregulcnhes

The duectors are responsible for the mantenance
ond integnty of the Company s website Legnslation in
the Uruted Kingdom governing the preparaton and
dissermination of incncoial statements may differ from
legislation m other junscdictions

Staterment of disclosure to auditors
So far as the duectors coe aware

(o) there 15 no relevant audit mformation of which the
Group's auditors are unaware and

(b) they have taken all the steps that they ought
to have taken as directors 1n order to make
themselves aware of any relevant audit
informeahon and to estabhsh that the Group s
auditors are aware of that mformathon

On behalf of the Board
@" e ﬁ,\_gf‘

Karen L Prior
Company Secretary
25 May 2011
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Independent auditors’ report to the members of

Kiotech International plc

We have audited the Group and Parent Company
fincncial statements (the ' finoncal statements )

of Kiotech Internatonal pic for the year ended 31
December 2010 which compnse the Conschdated
mcome statermnent, the Consolidated statement of
comprehensive mcome the Consolidated and parent
company balance sheets, the Consclidated cnd
parent compaony statements of changes in equty, the
Consohdated and parent compamny statements of cash
flows and the related notes The financial reporing
freamework that has been applied in theu preparahon
15 apphcable law and Internatonal Financial
Reporting Stemdards (IFRSs) as adopted by the
Europecm Union ond, as regards the Parent Company
fincmcial staternents, as applied 1n accordance with
the provisions of the Compcrues Act 2006

Respective responsibilities of directors and auditors

As explained more fully i the Directors’
Responsibihtes Staterment set out on pages 7 cnd 8
the durectors are responsible for the preparation of the
fincmaal statements and for being sabisfied that they
give a true and farr view Our responsibibty 1s to aqudit
and express an opimion on the financaal statements

n accordance with applicable law and Internchonal
Standards on Auditing (UK ond Irelond) Those
standczds requure us to comply with the Audihng
Practces Boaxrd s Ethacal Standecrds for Auditors

Thus report ncluding the opimons, has been prepared
for and only for the company s members as o body

in accordance with Chapter 3 of Part 16 of the
Compcmues Act 2006 and for no other purpose We

do not, in giving these opimions accept or assume
responsibiity for any other purpose or to any other
person to whom thus report 1s shown or into whose
hands it may come save where expressly agreed by
our prnor consent n wntng

Scope of the audit of the inancial statements

An audit nvolves obtaiming evidence about the
amounts ond disclosures n the finanaal statements
sufficient to give reasonable assurance that

the incncial statements are free from matenal
mussiaternent, whether caused by fraud or error This
includes an assessment of whether the accounting
policies coe appropnate to the Group s and Penent
Company s circumstcmces and have been consistently
applied and adequately disclosed, the reasonableness
of significant accountng estimates made by the
drrectors, and the overall presentaton of the incmcial
statements

Opimion on financial statements
In our opmon

s the financial statements give d true and (aur
wview of the state of the Group’s and of the Parent
Company's cffonrs as at 31 December 2010 and
of the Group's profit and Group's and Parent
Company s cash flows for the year then ended,

» the Group inancial statements have been properly
prepared in accordance with IFRSs as adopted by
the Europecm Union,

®* the Parent Company financial statements have
been preperly prepared in accordance with
IFRSs as adopted by the Europecm Uruon and as
applied in accordance with the provisions of the
Comparues Act 2006 and

= the financal statements have been prepcred
n accordance with the requuements of the
Comparues Act 2006

Opmion on other matter prescnibed by the
Compamies Act 2006

In our epinion the mfermation given n the Drectors’
Report for the fincnaal year for which the financiatl
statements are prepared 1s consistent with the
finanaal statements

Matters on which we are required to report

by excephon

We have nothung to report m respect of the iollowing
matters where the Cormnpares Act 2006 requures us to
report to you if 1 our opion

s adequate accounting records have not been kept
by the Parent Company or returns adequate for
our audit have not been recerved from branches
not visited by us, o1

s the Parent Company financal statements are not
In agreement with the accounting records and
returns, or

s certaan disclosures of directors remunerction
specified by low cre not made or

we have not received all the indormeaton and
explanations we require for our audit

I an Mrmovf\

Ian Mornson (Senior Statutory Auditor)

for and on behalf of PncewaterhouseCoopers LLP
Chartered Accountonts ond Statutory Auditors
Shefheld

25 May 2011
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Consolidated income statement
for the year ended 31 December 2010

2010 2009
Notes £000 2000
Revenue 3 21,565 10955
Cost of sales (15,618) (7 823)
Gross profit 5,947 3132
Adrmrsstrative expenses (4,225) (2429
Closure and restructunng costs 5 (261) —
Ganns on sale of intellectual property [} —_ 675
Operating protit 1,461 1378
Finance income ? 56 31
Protit betore income tax 1,517 1 409
Income tax expense 12 (229) (194)
Protit for the year rom contimung operations 1,288 1215
Profit for the year attributable to
Owners of the parent 1,282 1211
Non-controlling mnterest 6 4
Profit for the veax 1,288 1215

The Conschdated income statement has been prepared on the basis that all operahons are conhnuing cperahons

As restated
Basic ecrnungs per share (pence) 10 701 @52
Diluted ecrmings per share (pence) 10 694 9 37

The Company has elected to take the exemphon under section 408 of the Comparues Act 2006 to not present the Parent
Campany profit and loss accounit The profit for the Parent Company for the year was £1 334 000 (2009 £1 148 000)

Consolidated statement of comprehensive income
for the year ended 31 December 2010

2010 2009

£000 £000
Profit for the year 1,288 1218
Currency translation difference 5 1
Total comprehensive income for the year 1,293 1216
Attributable to owners of the parent 1,287 1212
Non-controlling mterest -] 4
Total comprehensive iIncome for the yeor 1,293 1216

The notes on pages 14 to 36 form port of these finanaal statements
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Consolidated and parent company
balance sheets os at 31 December 2010

Group Company
2010 2009 2010 2009
Notes £000 <000 £000 <000
Non current assets
Intangible assets 13 7,007 6772 7.007 6772
Property plant and equuprnent 14 2,619 663 2,609 652
Investrments in subsicdhicanes 15 — — 233 2,624
Deferred income tax assets 21 289 — 289 —
2,215 7 435 10,138 10 048
Current assets
Inventones 16 1,200 1261 1,042 1230
Trade and other receivables 17 5,284 4911 5,297 4 847
Cash and cash equivaients 18 3,531 5015 3,357 4 901
10,015 11 217 9,696 10 978
Total assets 19,930 18 652 19,834 21026
Equity and habihties
Catled up share capital 25 4,209 4 209 4,209 4 209
Share prermum account 2,957 2 957 2,957 2 957
Other reserves 27 613 508 507 507
Specal reserve 4,441 4 441 4,441 4 441
Retained earnings 26 2,517 1 445 2,602 1478
14,737 13 560 14,816 13 592
Non-controlling interest 51 45 —_ —
Total equity 14,788 13 605 14,816 13 592
Non-current habihtes
Borrowings 20 3 30 3 30
Deferred income tax babibhes 21 944 493 044 493
947 523 47 523
Current liabilities
Trade and other payables e 3,907 4109 3,789 6 487
Corporabon toax 288 415 282 424
4,195 4524 4,071 6911
Total labilities 5,142 5047 5,018 7 434
Total equity cmd liabihties 19,930 18 652 19,834 21026

The notes on pages 14 to 36 form part of these fincncial statements
Approved by the Board and authonsed for 1ssue on 25 May 2011
Richard P Edwards

= R Piedds

Company Number 03345857
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Consolidated and parent company statements
of changes in equity for the year ended 31 December 2010

Share Non-
Share premium  Speciat Other Retained controlling Total

capital account reserve reserves ecrnings interest equity
Group €000 £000 £000 £000 £000 £000 £000
Balance at 1 Janucary 2009 2511 — 4 441 249 335 — 7 536
Profit —_ —_ - — 1211 4 1,215
Currency translahon dufferences -— — — 1 —_ — 1
Total comprehensive income for the year —_ — — 1 1,211 4 1216
Transachons with ownets
Issue of sharas 14698 2957 —_ 228 — - 4 883
Share-based payment adjustments — — — 30 — —_ 30
Drndends relating to 2008 — —_ — — (101) — (101
Transcchions with owners 1 698 2957 — 258 (101) —_ 4812
Non-controlling interests ansing on acquisihon
of subsiciory —_ — — — — 41 41
Balance at 31 December 2009 4,209 2,957 4,441 508 1,445 45 13,605
Profit — — — — 1282 6 1288
Currency translation differences — — — 5 — _ 5
Total comprehensive mcome f{or the year —_ — — 1282 [¢] 1293
Transactons with gwners
Share-based payment adjustments — _ —_ 100 — — 100
Dmvidends relating to 2009 — _ — — 210 —_ (210)
Transcchons with owners — — — 100 2100 — (110)
Balance ot 31 December 2010 4,209 2,957 4,441 613 2,517 Sl 14,788

Share
Share premium  Special Cther Retained Total

capital account reserve reserves earnings equity
Company £000 £000 £000 £000 €000 €000
Balomce at 1 January 2009 2511 — 4 441 249 335 7,536
Profit —_ — — — 1148 1148
Total comprehensive income for the yvear — — — — 1148 1148
Transachons with owners
Issue of sheoes 14698 2,957 — 228 — 4 883
Shere-based payment adjustments —_ —_ — 30 — 30
Dmvidends relabng to 2008 — — — - (10D (101)
Ansing on ve up of subsidcmes — —_ —_ — 6 96
Transachons with owners 1698 2 957 — 258 5 4908
Balance at 31 December 2009 4,209 2,957 4,441 507 1,478 13,592
Profit — — — — 1334 1334
Total comprehensive inceme for the year — —_ — — 1334 1334
Transachons with owners
Share-based payment adpustments —_ —_ - 100 — 100
Drndends relatmg to 2009 — — - - (210} (210
Transachons with owners — — — 100 (210} (110
Balance at 31 December 2010 4,209 2,957 4,441 607 2,602 14,816

The notes on pages 14 to 36 form part of these financial statements




Kiotech International plc
Annual Report and Accounts
for the yecr ended 31 December 2010

Consolidated and parent company statements
of cash flows for the year ended 31 December 2010

Group Compony

2010 2009 2010 2009

£000 <000 £000 £000
Cash generated from operating activities 1,211 2 421 (1,236) 2,379
Interest pend —_ (D —_ —_
Income teot pend (197) (340) (203) (121)
Neot cash generated from operating activities 1,014 2 080 (1,439 2258
Cash flows generated from investing activities
Acquisihon of subsidiary net of cash aocquired —_ 3 127) —_ (3 972)
Cash acquured from subsichanes hived up — — — 517
Purchases of property plemt omd equprment (2,071) 44 (2,069 (14
Proceeds from cdisposal of property plont and equuprment 10 — 10 —_
Payments to acquire intangible fixed assets (256) (226) (256} (226)
Interest received 56 31 56 31
Dividends received _ — 2,391 —
Net cash used in investng activihes (2,261) (3 366) 132 (3 664)
Cash flows from financing actlvities
Proceeds from 1ssucmce of shares _— 4 541 _— 4 541
Dividend pand to Company s shareholders (210) (10D (210> (10D
Repayment of borrowmngs (27) (7) (27) -
Net cash used in financing activihes 237) 4433 (237) 4 440
Net (decrease)/mncrease In cash and cash eqquuvalents {1,484) 3 147 (1,544) 3034
Cash and cash equivalents at the beginning of the yvecr 5,015 1 868 4,901 1 867
Cash cmd cash equivalents at the end of the year 3,531 5015 3,357 4 901

Group Company

2010 2009 2010 2009
Cash generated from operating activities £000 £000 £000 <000
Profit before Income tax 1,517 1,409 1,556 1204
Adjustments for
Finance mcome (56) 30 (2,447) [€2))
Depreciaton and amortsation 137 82 134 14
Profit on disposal of plant and ecquuprment (1o — (10) —
Share-based payments 100 30 100 30
Prowvision agaanst investment in subsidicres —_ -—_— 2,391 —_
Changes in working capital
Inventones 91 (183) 188 (&
Trade and other recervables (373) 350 {450) 713
Trade and other payables (195) 764 (2,698) 368
Cash generated from operating activities 1,211 2421 €1,236) 2 379

The notes on pages 14 to 36 form part of these finoncial statements
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Notes to the financial statements
for the year ended 31 December 2010

22

General information

Kiotech International plc ("the Company”) and 1its subsichiaries (together “the Group™) manutacture cnd supply products
to enhance health growth and sustaanabiity 1 agneulture and aguaculture

The Company 1s traded on the Londen $tock Exchange AIM mcarket and s incorperated cnd dormuciled i the UK
The addzress of its registered office 15 Unit 5 Manton Wood Enterpnse Park Worksop Nothnghamshire S80 2RS

On 30 September 2009 the company acqured the Optvite group of companies and the results for these enbhes are
included 1n these financial statements from 1 October 2009

On 1 October 2010 the Compamy undertook a 1 for 23 share consolidation  Accordingly dll relevemnt prior yedr numbers
have been restated

Summary of significant accounhng policies

Basis of prepcxation

The Group has presented its anmual report and financial statements n accordance with International Finemeial
Reporting Standards (IFRS) as endorsed by the Europecn Union IFRIC interpretahons and the Compearues Act 2006
apphcable to compamies reporting under [FRS The financal statements cre prepared on a gomng concern bxasis under
the hustoncal cost convenhon

The prepcration of inancial statements 1in conformity with generally accepted accounting principles requires the

use of estirnates and assumptions that aftect the reported amounts of assets and hakiibes at the date of the financial
statements cnd the reported amounts of revenues and expenses dunng the reporbng penod Although these eshmates
are based on management’s best knowledge of the amount event o1 actions actual results ulhmately may differ from
those estimates

The eshmates and underlying assumptions are reviewed on an on-geing basis Revisions to accounhng eshmates cre
recegrused 1n the period mn wiuch the estimate 1s revised if the revision affects only that penod or in a penod of the
revision and future pencds if the revision affects both current cnd future pencds

The pnncipal accounting policies of the Group are set out below and have been applhed consistently 1n dealing with
items which are considered matenal n relation to the Group s inancial stoternents

Impact of accounting stamdards and interpretabons

At the date of cuthonsahon of these financial staterments, the following stondards and interpretchions to exishng
standoards are mandatory for the first ime for the accounting pencod ended 31 December 2010

Effechive from
[FRIC 9@ and 1AS 30 (amended 2009) Embedded Denvatives 30 June 2009
[FRIC 15 (ssued 2008) Agreements for Construction of Recl Estate 1 January 2010
[FRIC 16 (:ssued 2008} Hedges of a Net Investment 1n a Foreign Operciion 1 July 2009
[FRIC 17 (ssued 2008) Distnbutions of Non-cash Assets to Owners 1 July 2009
[FRIC 18 (issued 2009) ‘Transfers of Assets from Customers 1 July 2009
[AS 17 (canended) Leases 1 Jomuary 2010
IAS 27 (revised 2008) Consolidated and Sepcrate Financial Statements 1 July 2009
[AS 39 (amended 2008) ‘Finanaial Instruments Recognihon and Measurement
Ehgible Hedged lterns 1 July 2009
[FRS 1 (amended 2008) Fust-ime Adoption of IFRS 1 July 2009
[FRS 1 (amended 2009) Additonal Exemptions for Fust-time Adopters 1 Jonuary 2010
[FRS 2 (amended 2009) Group Cash-settled Share-based Payment Transactons 1 Janucry 2010
IFRS 3 (revised 2008) Business Combinations 1 July 2009

The adoption of these standards and interpretahons has not had a significemt impact on the Group
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Impact of accounting standards and interpretations continued

At the date of the cuthonsahon of these fincnaal statements, the following standards and interpretatons
were 1n 1ssue but not yet effective

Effechve from

IFRIC 14 (comended 2009) Prepayments of a Minumum Funding Requuement 1 January 2011
IFRIC 19 (1s50ed 2009) ‘Extinguishing Financaial Ligbibiies with Ecqty Instruments 1 July 2010
1AS 12 (cmended 2010) Deferred Tax Recovery of Underlying Assets 1 Jomuory 2012°
IAS 24 (revised 2009) Related Party Disclosures 1 January 2011
LAS 32 (amended 2009) Classification of Rights Issue’ 1 February 2010
IFRS 1 (amended 2010) ‘Limited Exemphon from Comparative [FRS 7 Disclosures for

Fust-time Adopters 1 July 2010
IFRS 1 {amended 2010) Severe Hypennflation and Removal of Fixed Dertes for

Fust-time Adopters 1 July 2011°
IFRS 7 {cmended 2010) Fincncial Instruments Disclosures’ 1 July 2011*
IFRS @ Gssued 2009) Financial Instruments 1 January 2013°

" Not yet endarsed by the EU

A review of the impact of these standards amendments and interpretabons continues At this stage the directors do not
beleve that they will give nse to any significont incncial impact

In 2010 the Group did not early adopt any new or amended stondards and does not plan to edrly adopt any of the
standards 1ssued but not yet effective

Basis of consolidation

The consolidated finanaal siatements comprise the accounts of the Company and s subsichanes drawn up to
31 December 2010

The purchase method of accounhng 15 used to account for the acquisihion of subsichanes by the Group The cost of

an acqusittion 1s measured os the foor value of the assets given equity mstruments 1ssued and halnlihes incurred or
assumed at the date of exchange plus costs directly attnbutable to the acquisihon  Idenhbfiable assets acquired and
contingent hakbiihes assumed mn o business combincthon ore measured miticlly of thewr four values ot the acquisitton
date urespective of the extent of any minonty interest The excess of the ¢ost of acquisiton over the far value of the
Groups share of the identhable net assets acquuired 15 recorded as goodwnll If the cost of accuusthon 1s less them the foar
value the chfference 15 recognised directly in the income staiement

Intercompany transactons balances and unrealised gonns on tramsachons between group comparies are eliminated
on consohdaton

Revenue recogrution

Revenue compnses the {ar value of the considerction received or recervable for the sale of goods in the ordinary course
of the Group s actinties Revenue 1s shown net of value added tax returns rebates and discounts and aiter ehminating
sales withun the Group

The Group recognises revenue on despatch of goods to the customer

15
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Notes to the financial statements continued
for the year ended 31 December 2010

25 Segment reporhng

Operating segments are reported i a manner consistent with the internal reporaing to the chief operating decision-
maker The chuef operating decision-maker who 1s responsible for allocatng resources and assessing performeance of the
operating segments has been identfied as the Bord

26

Foreign currency translation

Monetary assets and habihhes denomincted 1n foreign currencies are translated into Pounds Sterling at the rates ot
exchange ruling ot the balance sheet date Transachons i foreign currencies are recorded at the rate rubng ot the
date of the tramsachon All cdifferences are included 1n the profit or 1oss for the penod

(o]

()]

©

Functonal end presentatonal cwrency

Items included 1n the finanexal staterments of each of the Group's entities are mecasured using the currency of the
pnmeary ecohomic envuonment in which the entity operates { functional currency ) The consohidated financial
statements are presented mn Pounds Sterling which 15 the Company s funchonal and presentational currency

Transachons and balances

Foreign cunrency tramsactions are transiated nto the funcbonal currency using exchunge rates prevaling at the
date of the transachons Foreign exchange gains and losses resulting from the settiement of such transachons

and from the franslation at pened end exchange rates of monetary assets and habihhes denormunated 1n foreign
currencies coe recognised in the income statement except when deferred in equnty as quabifying cash flow hedges
and qualfying net investment hedges

Translation differences on non-monetary inancal assets and habibties are reported as part of the foar value goan
or loss Translabhon differences on non-monetary finanaial assets cnd habibhies such as ecnuties held at foor value
through profit or loss are recogrused as port of the four value goan or loss

GIoup comparues

The results ond finanaal posthon of all Group entihes that have a functional currency different frem the
presentahon currency are tromskated nto the presentation cuntency as follows

— assets and haihties for each balance sheet presented are translated at the closing exchange 1ate at the date of
the: balance sheet,

— mncome and expenses for each income statement are ranslated at average exchange rates (unless this average
15 not a reasonakle appreximation of the cumulatve effect of the ates prevailng on the transachon dates 1n
which ¢ase the incorne and expenses are tricnstated at the rate on the dates of the transachon) <and

— all resulting exchange differences are recognised as a separate component of equity

On consclidaton exchange differences ansing from the translation of the net mvestment in foreign operatiens and
of borrowings and other currency mnstruments designated as hedges of such nvestments are taken to shareholders’
equty When a fcreign operation 1s perhally disposed of or sold exchange differences that wete recogrused

m equity are recogrused 1n the income statement as part of the gaan or loss on sale Goodwnll and far value
adjustments ansmng on the acquisihon of a foreign enbty are treated as assets and habilthes of the foreign enhty
and translated at the closing exchange rate

27 Intangible assets

(@

Patents and trademarks

Separately cocuired patents and {rademarks cre shown at histoneal cost Patents and trademarks have finite
useful hfe and are camed at cost less accumulated amortisaton Amorhisabon 1s caleulated using the staight-ine
method to allocarte the cost of patents and trademcarks over thewr eshmated useful ives of 5 to 20 yecas
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(b) Goodwnll

Goodwill represents the excess of the cost of an accpasibon over the et value of the Group s share of the
entificble net assets gequired Goodwill 1s tested annually for impmrment and carned ot cost less accumulated
impairment losses Goodwll 15 allocated to the appropnate cash-generating unit for the purpese of imparrment
testing Any imparment 1s recognised immechately through the income statement and 1s not subsequently
reversed

() Development costs

Development costs are recogrused 1 1t 1s probable that there will be future econorruc benefits attnbutable to the
asset the cost of the asset con be measured reliably the asset 1s separately identificble and there 15 control over
the use of the asset The assets are amortised when avmlable for use on a stranght-hine basis over the penod over
which the Group expects to benett from these assets Research expenditure 1s wntten off to the profit and loss
acceount in the year 1n which 1t 15 ncurred

{d) Brands

Brand names acquired in ¢ busmness combination are recognised at far value based on an expected royalty
vaiue at the acquisibon date Brond nomes are deemed to have an indefinite useful life cond are not depreciated
However they are allocated to approprniate cash-generatng units and subject to imparment testing on an cnnual
basis Any impaurment 1s recogrused mmmedhately through the ncome statement and 1s not subsequently reversed

(@) Customer relationships

Customer relabonships acquired in a busness combinaton are recogrused at far value at the acquisihon date
Customer relahonshups are deemed to have a finite useful Iife and cxe carmed at foar value less amorhsation
Amorhsation 1s calculated using the stranght-line method over the expected useful bife of 10 years

Imparment of non-inanecial assets

The carrying amounts of the Group s assets cre reviewed at each balance sheet date to deterrmine whether there 15 ony
mndicaton of mparment If any such indication exasts the assets recoverable amount 15 estmated The recoverable
amount s the higher of its net seling pnce and its value i use For intangible assets that cre net yet available for use
goodwlll or intcngble assets with an indefinite useful ife an Imparment test 15 performed at each balance sheet date

In assessing value in use the expected tubure cash flows from the asset are discounted to ther present value using a
pre-tax discount rate that reflects curtent monket assessments of the time value of money and the nsks speciic to the
asset An imparrment loss 1s recognised 1n the mcome statement whenever the carrying amount of an asset or its cash-
generahng unit exceeds its recoverable amount

A previously recogrused impcarment loss 1s reversed if the recoverable amount increases as o result of a change in
the estimates used to determine the recoverable amount but not to an amount fugher than the carrying amount
that would have been determined (net of depreciation) had no impairment loss been recogrised i prior yecas For
goodwill a recogrused impcirment loss 1s not reversed

Investments
Fixed asset mvestrments are stated ot cost less provision for dimmution in value

Property, plant and equipment

Non-current assets are stated at cost less depreciation Cost includes the ongmal purchase price of the asset and the
costs attnbutdble to bnnging the asset to its working condition for its intended use Lond 15 not depreciated  Depreciabion
15 provided at rates calculated to wmnie off the cost less esttmated residual value of each asset over 1ts expected useful
lfe os follows

Buildings 50 years or penod of lease if shorter
Plent cnd machinery 4-10 yecas
Fixtures fithngs and equipment 3-10 yecas

Vehicles 3-5 yecns

17
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Notes to the financial statements continued
for the year ended 31 December 2010

211

212

Inventories

Inventones cre valued at the lower of cost and net realisable value Cost 1s determuned using the fustn first-out
method The cost of imshed goods compnses raw matenals direct labour other direct costs and related produchon
overheads Net realisable value 1s the estmated seling pnce in the ordinary course of business

Trade receivables

Trade recervables dre recogrused and carned at ongmal invowse amounts less an allowance for any amount eshmaied
to be uncollectable

2 13 Leasing and hire purchase

214

218

216

217

The Group has entered into hire purchase contracts and leases certain property plant and equipment

Assets obtaned under finance leases and hire purchase contracts whetre the Group has substantaliy all the nisks and
rewards of ownership are capitaitsed as property  plant and eqquipment and deprecicted over the shorter of the lease
term emd theur useful hves Obhgatons under such agreements cre included 1n borrowings net of the inance charge
allocated to fuhure perniods The finance element of the rental payment 15 charged to the iIncome statement so as to
produce constant periodic rates of charge on the net oblhigations cutstending 1n each penod

Leases 1n which a sigmificomt portion of the nsks and rewards of ownership are retmned by the lessor cre classified as
operating leases Payments made under operating leases are charged to the mncome staternent on ¢ strenght-line basis
over the penod of the lease

Taxahon

Current tax including UK corporchon tax and foreign tax s provided at amounts expected to be pand (or recovered)
using the tax rates and laws that have been enacted or substanhally enacted by the balance sheet date

Deferred iIncome tax 1s recognised  using the full hability method on temporary differences ansing between the tox
bases of assets and habilities and their carrying amount n the consolidated finoneial statements Deferrec mncome tax

15 determuned using tax rates (and laws) that have been enacted or substanbally enacted by the balance sheet date
and cre expected to apply when the related deferred tox asset 15 realised or deferred tox hability 15 settled Deferred tax
assets are recogrused only to the extent that 1t 15 probable thort future taxable proats will be avatlable agoinst whuch the
temporary differences can be uhlbised

Employee benefits

() Share-based payments
The group 155ues equity-settled share-based payments to certcan employees which must be measured at foar
value and recogrused as an expense 1n the mcome statermnent with a conresponding increase in equuty The for
values of these payments are measured at the dates of grant using option pncing moedels, taking into account
the ferms and condibons upon which the awards are gremted The four value 15 recogrused over the penod dunng
which employees become uncondenally enbiled to the aweards subject to the Group s eshmate of the number of
awards which will lapse either due to employees leaving the Group pror o vesting or due to non-market based
performance conditions not being met Proceeds received on the exercise of share options cre credited to share
capital and share premuum

(b) Pension obhgations

The Group operates a defined contrnibuiicn pension scheme and contributes ¢ percentage of salary to incdividual
employee schemes The pension expense represents contnbuhons payable in the year

Share capital
Ordinary shares are classified as equity  Incemental costs directly attnbutable to the 1ssue of new shares or options cre
shown mn equuty as a deduchen net of tax from the proceeds

Dividend distnbution

Dividend distnbuton to the Company s shareholders s recognised as a habiity m the Group s tinancial staterments in the
penod in which the dividends cue approved by the Company s shaaeholders
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2 18 Fincncial nsk management

The Group 15 expesed to a number of inanaal nsks including credit sk qguudity nsk market pnce nsk and exchange
rcte nsk

219

@

(b

©

(d)

)

Credyt Ruisk

Crecht nsk 15 the nsk of financial loss to the Group i a custormner or counterparty to a financial instrument foals to
meet its contractual obhgations and anses prmcipally from the Group s receivables from customers and deposits
with financiad mshivtions The Group s exposure to credit nsk 1s mfluenced mainly by the individual charactenshes
of each customer The Group has an established crechit policy under which each new customer 1s analysed for
creditworthiness betore the Groups payment and delivery terms and condihions are otfered Where possible nsk is
mururmised through setllement via letters of credit and purchase of crechit msurance The Group s mvestment polcy
resinets the investment of surplus cash to nterest bearning depesits with banks and buwlding societies with lugh
credit ratings

Licrucity risk

Licruidity nsk 1s the risk that the Group will not be able to meet its inancial obligations os they fall due The Group's
approdach to managmg hauedity is to ensure that 1t will always have sufficent houuchity to meet its iabihhes when
due under both normal and stressed conditions, without incumng unacceptable losses or damage to the Groups
reputation

Market pnce nsk

Market price nsk primanly comprses mnterest rate exposure nsk on its nvestment mcome The Group Lirmuts the
amount of exposure by continually assessing the performance of these investments and mantaaning flexibiity to
tramsfer to other investment vehicles as appropnate

Exchange rate nsk

The Group s pnnapal funchonal currency 1s Pounds Stering However, dunng the year the Group had exposure to
Euros and US Dollcns The Group s policy 1s to monntan natural hedges where possible, by matching revenue and
recelpts with expenditure

Capitend nsk

The Group s objectives when managing capital are to safeguard the Group s ability to continue as a going concern
n order to provide returns for shareholders and benetits for other stakeholders and to maniaon an optimal capital
structure to reduce the cost of capital In order to mantan or adjust the capital structure the Group may adjust

the amount of dividends payable to shareholders return capital to shareholders 1ssue new shares or sell assets {o
reduce debt

Critical accounting eshmates and judgements

The Group makes eshmertes and assurmphons concerrng the future The resulting adccounting estirncrtes will by
defimtion seldom equal the related actual results The estimates and assumptions that have a sigruficant nsk of coausing
a martenal adjustment to the carrying armounts of assets and liabihbes within the next incncal year are

o

)

Eshmcrted impanrment value of intangible assets

The Group tests annually whether intemgnble assets have suffered any imparment Imparment provisions are
recorded as applicable based on directors eshmates of recoverable values

Income taxes

The Group 1s subject to Income taxes predominately 1n the Umited Kingdom but also in other junsdichons
Sigruficant estimeries cre requued mn determining the provision for mcome tootes There are scme transachons and
calculahons for which the ulhmate tax determination 1s uncertam The Group recognises habihties for anheipated
quenes by the tax authonties based on estimates of whether additional taxes will be due Where the final tax
outcome of these matters 15 cifferent for the amounts that were tally recorded such differences will impact the
meceme tax end defented tax provistons mn the penod in which such determination s made

19
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2 20 Cash and cash equuvalents
Cash and cash equivalents include cash in hand deposits held on call with banks other short-term highly hguid
mvestments with onginal matunhes of three months or less end bonk overdrafts Bank overcdrafts are shown within
borrowings in current habilities on the balance sheet

3  Segment informaton
All revenues from external customers are denved from the sale of goods n the ordinary course of business to the
agncultural and aquacultural markets and are measured in a manner consistent with that n the income statement

Maonagement has determined the operatng segments based on the reports reviewed by the Board that are used to
make strategne decistons The Board considers the busmess frorn a geographic perspective

Management considers adjusted EBITDA to assess the performance of the operating segments which comprises profit
before mnterest tax depreciaton and amortisabon adjusted for share-based payments end excephonal items

Inter-segment revenue 1s charged at prevaling market prices

UK and Eire International Total
£000 £000 €000
Year ended 31 December 2010
Total segmental revenue 300 12,686 21,986
Inter-segment revenue — (421) (421)
Revenue from external customers 9 300 12,265 21,565
Adjusted EBITDA 243 1716 1,959
Depreciation end amortiscation o9 (38) 137
Income tax expense 68) {161 (229
Total assets 8,624 11 306 19,930
Total liabilities (1614) (3 528) (5,142)
Yecr ended 31 December 2009
Total segmental revenue 3,762 7 644 11 406
Inter-segment revenue (43%) 1z (451)
Revenue from external customers 3,323 7 632 10 $55
Adjusted ERITDA 95 720 815
Deprecichon and armorhsaton 59 23 82
Income tax cxpense {12) (181) (193)
Total assets 3 665 14 987 18,652
Total haloihities (2438 (2 609) (5 047)

The entity 1s dormiciled in the UK

The total of non-curtent assets other thamn fincneial instruments and deferred tax assets (there are no employment
benefit assets and nghts arnsing under insuramee contracts) located m the UK 15 €9 616 030 (2009 £7 424,000) and the
total of these non-current assets located i other countnies 15 £10 000 (2009 £11 000)
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2010 2009

£000 €000
Adjasted EBITDA for reportable segments 1,959 B15
Depreciation amorhsabhon and impaurment provisions (137) (82)
Share-based payment charges (100) {30
Finamce ncome 56 31
Closure and restructunng costs (261) —
Gauns on sale of mnitellectual property — &75
Protit betore tax 1,517 1409
Expenses by nature

2010 2009

£000 £000
Changes mn inventones of fimshed goods 72 392
Reorw matencals and consumables used 13,337 7 283
Employee expenses (note 8) 3,349 1498
Research and development expendifure 51 75
Transportation expenses 1,194 679
Other operatng expenses 1,867 —
Operating lease payments 297 103
Depreciabon crnorhsation and impaument charges 137 82
Share-based poyment choarges 100 30
(Profit)/loss on forexgn exchange transactions (156) 110
Total cost of sales, distributhion and adnmunustrative expenses 20,104 10 252

Closure and restructuring costs

During 2010 the Group closed a number of adrminisiratve and production sites which resulted mn costs associated with

staff redundancies removal costs exrly termination costs and asset disposals

Gain on sale of intellectual property

In 2009 the Company sold its intellectual property relating to the Ultrabite® sports fishing pheromone attractant brand

and the assocxated nghts under its lcense agreement with Ceias (Centre for the Envronment Fishenes ond Acuaculture
Science) whilst retcaning its lcensing nghts for the technology to the global agquaculture end commerctal fishing markets
under the Aquctice® brand This generated a gonn after cirectly attnbutable expenses of £675 000

Auditor remuneration

Dunng the year the Group obiained the followmng services from the Company s auchitor

2010 2009
Group £000 £000
Fees payahble to the Company s auditor for the cudit of Porent Company and
Consolidated finanecial statements 23 16
Fees payabile fo the Compemny s auditor for other services
The qudt of the Company s subsidicmes pursuant to leguslerion -— 8
Tax services 26 5
Other adwisory — 3
49 32
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8 Employees
Number of employees

The average monthly number of employees including directors dunng the yedar was

2010 2009
Number Number
Group
Produchon 28 [}
Admurustrahon 21 12
Sales and Technucal 23 ]
Total average headcount 72 24
Company
Producton 28 —
Adminstration 20 8
Sales and Technrcat 17 4
Total average headcount 65 12
|
2010 2009
£000 <000
Employment costs
Group
‘ Wages and salanes 2,910 1 305
Social secunty costs 297 126
| Other pension costs 142 &7
Share-based payment chaorges 100 30
3,449 1528
! 9 Finance income
2010 2009
€000 £000
Interest recervable on short-term bank deposits 56 31
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Ecrnings per share

2010 2009
As restated
Weighted average number of shares i ssite (000 s) 18,300 12,762
Adjusted for effects of dilubve potenbal ordinary shares (000 s) 173 196
Weighted average number for diluted ecrnings per share (000 s) 18,473 12 958
Profit attnbutable to equity holders of the compemy (2000 s) 1,282 1211
Basic earnings per share (pence) 701 @52
Diluted earnings per share (pence) 694 @ 37
2010 2009
£000 £000
Underlying profit atinbutable to ecquty owners
Profit atinbutable to equity owners 1,282 1211
Closure and restructunng costs (net of tax) 187 —
Gauns on sale of intellectual property (net of tax) — (628)
Prnior year tax adjustrments (138) —
Underlymng profit 1,331 583
Undetlying ecrnings per share (pence) 727 4 60
Diuted underlying earnings per share (pence) 720 453
Earnings pet share has been restated to take account of the 1 for 23 ordinary share consoldation
Diwvndend payable
2010 2009
£000 £000
2008 final dividend paid 0 92p per 23p share (as restated) —_ 101
2009 iinal dividend pand 1 15p per 23p share (as resicrted) 210 —
210 101

Dmwidends per share have been restated to take account of the 1 for 23 ordinary share consobhdaton
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12

Income tax expenses

2010 200¢
£000 £000
Current tax
Cuirent tax on profits for the year 288 180
Adustment for prior yecus (221) —
Total current tax &7 180
Deferred tax
Onginaton and reversal of temporary differences 79 14
Adjustment for pnor yedars 83 —_
Total deferred tax (note 21) 162 14
Income tmx expense 229 194
2010 2009
£000 <000
Factors affecting the tax charge for the year
Profit betore tox 1,517 1 409
Tax at domestic rates applcable to profits in the respectve countnes 425 397
Tax effects of
Non deduchble expenses 27 35
Capital dllowences 2 Qo
Resecnch and development tax credits a9y (142)
Exceptional gan of mtellectual property not subject to tox — (83)
Prior year tax adpustments (138) -
Other tax adjustments 32 [&))]
Tax charge 229 194

Dunrng the year the company reached agreement with HMRC 1n relahon to the deductabihity of capiialised development
costs and acqguired goodwill resulting m prior yecr tax adjustiments




13

Kiotech International plc
Annual Report and Accounts

for the year ended 31 Decernber 2010

Intangible assets
Customer Patents ond Development
Goodwill Brands relationships trademarks costs Total
£000 £000 £000 £000 £090 £000

Group and Compcmy
Cost
As at 1 Joanuary 2009 3 bb2 —_ —_— 46 B11 4 409
Addihons — —_ — —_ 226 226
Acqusthon of
subsichicries (note 30) 592 1 501 176 — — 2 269
As at 1 Joanuary 2010 4 144 1501 176 46 1037 6 904
Additicns — — — 13 243 256
As at 31 December 2010 4,144 1,501 176 59 1,280 7,160

Accumulated amortisation/impairment

As at 1 Januory 2009 —_ — — 3 126 1209
Charge for the yvear — — —_ 2 — 2
As at 1 Jonuery 2010 —_ — — 5 126 131
Charge for the year — — 18 4 — 22
As at 31 December 2010 — — 18 9 126 153
Net book value

As at 31 December 2010 4,144 1,501 158 50 1,154 7,007
As at 31 December 2009 4144 1 501 176 40 911 6772
As at 1 January 2009 3 552 — — 43 685 4 280

Goodwnll 15 allocated to the Group s cash-generating umits (CGU s) dentified according to trading brand The recoverable
amount of a CGU 15 determmed based on value-mm-use calculahons These calculations use pre-tax cash flow projections
based on fincmecial budgets approved by management covenng a five-year period Cash flows beyond a five-year
penod are extrapolated using estimated growth rates of 1% pet onnum (2009 1%)

The discount rate used of 12% (2009 12%) 15 pre-tax and reflects specific nsks relaing to the operating segments

Goodwill 15 dllocated as follows

At 31 December 2009 and 2010 <000
Acquisihon of Kiotechagn! operations 3552
Acquisiion of Optivite operchons 592
Total goodwrill 4,144

Bramds relate to the fatr value of the Ophwite brands acquired i the year ended 31 December 2009 These are deemed
to have an indefimte useful life due to the inherent intellectucd property contained 1 the products the longewity of the
product lives and gicbal market opportunities

Amortisation of customer relatonships and patents totalling £22 000 (2009 £2 000 1s ncluded in adrmiristrahve expenses

The carrying arnount of development costs was reduced to its recoverable amaount 1n previous yeears through recogruhon
of an mparment provision This provision was based on management forecasts of the remaring development costs and
expected future econormic benetits arising to the Group Costs capiialised in the current year are in Itne with management
forecasts of the expected remaning development costs hence no further mparment has been recogrused
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14 Property, plant and equupment

Fixtures,
Land and Plant and  fittings end
buildings machinery edquipment Total
£000 £000 £000 £000
Group
Cost
As at 1 January 2009 325 31 39 325
Additions — 26 18 44
Acquisthon of subsidianes (note 30) 5 234 100 339
As at 1 January 2010 330 291 157 778
Addihons 1532 223 316 2071
As at 31 December 2010 1,862 514 473 2,849
Depreciation
As at 1 January 2009 7 12 16 35
Chearge for the yecr 1 60 19 80
As at 1 January 2010 B8 72 35 115
Charge for the yecr 1 48 66 115
As at 31 December 2010 9 120 101 230
Net book value
As at 31 December 2010 1,853 394 372 2,619
As at 31 Decernber 2009 322 219 122 663
As at 1 January 2009 318 19 23 360
Held withun land and builldings 15 an amount of £700 000 (2009 £200 000) 1n respect of non-depreciable land
Plemt and machmmery includes the following amounts held under hire purchase contracts
2010 2009
£000 <000
Cost-capitalised hire purchase contracts 11 80
Accumulated deprecichon 3 {35
Net book value 8 45
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Fixtures,
Land and Plant and fittings and
buldings machinery ecuipment Total
£000 £000 £000 £000
Company
Cost
As at 1 January 2009 325 31 39 3985
Addibons _ 11 2 13
Acquisihen of subsichanes (note 303 5 187 o8 200
As at 1 January 2010 330 229 139 698
Reclassiication — an 17 _
Additions 1532 223 314 2 069
As at 31 December 2010 1,862 435 470 2,767
Deapreciation
As at 1 January 2009 7 12 16 35
Charge for the year 1 5 5 11
As at 1 Jonucry 2010 <] 17 21 46
Reclassiication — [&)) 3 —
Charge for the yeor 1 46 65 112
As at 31 December 2010 9 40 89 158
Net book value
As at 31 December 2010 1,853 375 381 2,609
As at 31 December 2009 322 212 118 652
As at T January 2009 318 19 23 360
Held within land and buildings 15 an amnount of £700 000 (2009 £200 000) 1n respect of non-depreciable land
Investment in subsidiaries
Unlisted
Investments
Company £000
Cost
As at 1 January 2009 1
Additions 4314
Ansing on hive up of subsidiary operations (note 30) (1 690}
As at 1 January 2010 and at 31 December 2010 2,625
Provisions for duninution in vatue
As at 1 January 2009 1
Charge for the year _
As at 1 January 2010 1
Charge for the yvear 2 391
As at 31 December 2010 2,392
Net book value
As at 31 December 2010 233
As at 31 December 2009 2624

Asat 1 Januory 2009
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15 Fixed asset mvestment continued
Holdings of more than 20 per cent

The Company holds more than 20 per cent of the share capital of the following comparies

Country of Shecoe
registration or Principal held
Company incorporation activity % held class
Subsidiary undertakings
Kiotech Limited Englond ond Wales  Dormant 100 Orcinary
Aquatice Limitect England and Wales  Dormant 100 Ordinary
Agu Lumited Englond and Wales  Dormant 100 Ordincery
Kiotechagnl Limited England and Wales  Dormoant 100 Ordinary
Optwvite Lirmited Engiond cnd Wales  Dormant 100 COrdinary
Cphivite International Limited England and Wales Dorrmant 100 Ordincoy
Kiotechagn (Shanghon) Agnculture
Science and Technology Limuted China Technelogy services 100 Orchinary
Ophvite Animal Nutntion Pnvate Lirited Incia Technology services 100 Ordinary
Optwite Latinoamerncana SA de CV Mexico Technology services 98 Orcincory
Ophwite SA (Propnietary) Lirmted South Afnca Technology services 60 Ordincry
16 Inventories
Group Compcmy
2010 2009 2010 2009
£000 €000 £000 <000
Raw matenals and consurnables 799 g18 799 818
Fimished goods and goods for resale 401 473 243 412
1,200 1291 1,042 1230

The cost of iInventeones recogrsed as expense and included mn "cost of sales” amounted to £13 265 000 (2009 £8 207 000)
for the Group and £12 793 000 (2009 £4 529 000) for the Company

17 Trade and other receivables

Group Company

2010 2009 2010 2009

€000 £000 £000 £000
Trade recervables 5,224 4 786 4,820 4593
Less provision for impairment of frade recervables (244) (252) (230) (252)
Trade recetvables — net 4,980 4534 4,590 4 341
Recervables from subsicicay undertakings —_ — 487 153
VAT recoverable 165 — 99 —
Other receivables -—_— 184 —_ 173
Prepayments and accrued income 139 193 121 180

5,284 4911 5,297 4 847

All receivables are stated at far value and are due within five yecars from the end of the reporting penod
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Trade and other receivables continued

The ageing analysis of net trade recervables 15 as follows

Group Company
2010 2009 2010 2009
£000 £000 £000 £000
Up to 3 months 3,500 2836 3,139 2 659
3 to 6 months 1,317 1422 1,295 1422
Over 6 months 163 276 156 260
Trade recevables — net 4,980 4534 4,590 4 341

As of 31 December 2010 trade recevables of £1 049 000 (2009 £1 000 0003} for the Group and €1 042 000 (2009 £965 000}

for the Compomy were past due but not impxared These relate to longstending customers for who there are no recent

history of default The ageing analysis of these recervables 15 as follows

Group Company
2010 2009 2010 2009
£000 <000 £000 £000
Up to 3 months 244 552 244 528
3 to 6 months 711 445 711 436
Over 6 months 94 3 87 1
1,049 1000 1,042 Q65

As of 31 December 2010 trade recervables of £244 000 (2009 £252 000) for the group andt £230 000 (2009 £252 000)
for the Company were impared and fully provided for The individually impanred recervables mannly relate 1o histonc
debt for which recovery 1s shll bemng sought The Group mitigates 1ts exposure to credit nsk by extensive use of crecit
nsurance and letters of crecht to remit amounts due The ageing of these trade recervables s as follows

Group Company

2010 2009 2010 2009

£000 £000 £000 £000

3 to 6 months 18 46 18 46

Over 6 months 226 206 212 206

244 252 230 252

Movement on the group prowision for impxnrment of trade recervables 15 as follows

Group Company

£000 £000

At 1 January 2010 252 252

Provisions for recervables created 56 42
Amounts recovered dunng the year (64) (64)

At 31 December 2010

244 230

29
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18

19

20
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Trade and other receivables conhnued
The carryning amounts of rade and other receivables are denominated n the followmg currencies

Group Company
2010 2009 2010 2009
£000 2000 £000 £000
Pounds sterling 2,775 2888 2,776 2 888
Eurocs 1,183 805 1,183 805
US Dollar 651 664 631 648
Other currencies 371 177 — —_—
4,980 4534 4,590 4 341

Cash and cash equivalents

Cash and cash equivalents comprnse cash and short-term deposits held by Group companies The canrying amount of
these assets approximcrtes to ther foir value

Trade and other payables

Group Compcmy
2010 2009 2010 2009
£000 £000 £000 <000
Trade payables 2,724 3223 2,538 3125
Amounts due to subsidiary undertakings —_ — 114 2490
Other payables — 301 _ 289
Taxes and social secunty costs 80 67 80 67
Accruals and deferred income 1,103 518 1,057 516
3,907 4109 3,789 4 487

Borrowings

The total amount due within one year at 31 December 2010 under hire purchase agreements 1s as follows

Group and Company

2010 2009
£000 £000
Due withun one year 3 27
Due within two to five years — 3
3 30

Deferred mcome tcx
2010 2009
Group £000 £000
At 1 January 493 —
Acquisition of subsidianes (note 30) — 479
ncome statement charge (note 12) 162 14
At 31 December 655 493

During the year as o result of the change mn the UX corporchon tax rate from 28% to 27% that was substantively

enacted on 27 July 2010 and picnned to be effectve from 1 Apnl 2011 the relevant deferred tax balances have been
re-measured Deferred tax balances at 31 December 2010 have been measured at 27%

Further reducthons to the UX tax rate have been announced The changes reduce the rate to 26% from 1 April 2011

and by 1% per annum thereatter to 23% by | Apnl 2014 The changes had not been substantively enacted at the

balance sheet date and  therefore are not recognsed in these financial statements The elfects of these changes are

not expected to have any matenal mpact on the inancial statements
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Accelerated Feor value

tex allowences gauns Losses Total

<000 £000 £000 £000

At 1 Jonucary 2009 — — —_ —_—

Income statement charge (note 12) 14 — —_ 14

Acgusihon of subsichanes (note 30) Q? 470 — 479

At 1 January 2010 23 470 — 493

Income statement chorge (note 12) 473 (22) (289) 162

At 31 December 2010 496 448 (289 655
Classified as

Deferred income tax asset 289

Deterred income tax labihty 944

2010 2009

Compcmy £000 £000

At 1 Jonuary 493 —

Hive up of subsidicnes — 479

Income statement charge 162 14

At 31 December 655 493

Deferred tax liabilities /¢assets)
Accelerated Faur value

tax allowances gains Losses Total

£000 £000 <000 <000

At 1 Jonuoary 2009 — — —_ —

Hive up of subsicianes (note 30) 23 470 — 493

At 1 January 2010 23 470 — 493

Income statement charge 473 (22) (289) 162

At 31 December 2010 496 448 289) 655
Classified as

Deferred income tax asset 239

Deferred income tax liabihty 944

Losses

In addition to the lesses noted above the Group and Company have not recogrused deferred tax assets of £530 000 1n

respect of unutilised tcoe losses totalling £1 963 000

Contingent liabilities

Cn the acquisthon of Agul pant of the considerchon was deferred pendmg receipt of rade recervables outstanding at
November 2006 Management 1s of the opinuon that £157 000 (2009 £193 000) of these trade receivables will not prove

to be recoverable and these have been wntten off in the financial stctements

In the event that these recervables are collected then these balances will be due to the vendor of the business ECO
Animal Health Group plc In view of the uncertaanty surrounding the recovery of these recevables the directors do not
consider 1t appropnate to provide for the deferred cons:derabon i these finaneial statements as this will only be pond

on recovery of the recevables
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23 Financial commitments

At 31 December 2010 the Group has future aggregate murumum lease payments under nen-cancellable operatng

leases as follows
Vehicles, planit
and equipment

Land and buildings

2010 2002 2010 2009
£000 €000 £000 <000
Less than one yecy 73 74 14 107
Between one and five yecos 67 143 - —
The Group leased properties unider non-cancellable operating lease agreements untl Oclober 2010 when a long
underlease was acquued from the landlord and future obhgahons ceased
The Group alse lexmes property under cancellable operating lease agreements requunng 3 menths notice
The lease expenditure charged to the iIncome statement dunng the year 1s disclosed 1n note 4
24 Capital commitments
The Group had cuthonsed copital commutments os at 31 December 2010 of £187 000 (2009 £54 000} in respect of
property plant and ecqupment
25 Share capital
2010 2009
£000 <000
Authorised
86 956 521 Ordinary shares of 23p each 20,000 —
2 000,000 000 Crdincry shares 1p each —_ 20 000
1.859 672 A’ shares of 99p each 1,841 1,841
21,841 21 841
Allotted, called up and fully pard
18 299 952 Orchinary shares of 23p each 4,209 —
251 078 696 Ordinary shares 1p each — 2511
Issue of ordincnry shares of 1p each — 1584
Shares 1ssued on acquisithon of subsidianes — 114
4,209 4 209

On 1 October 2009 the Compoany undertock a shore placement of 158 410 233 Orchinary shares of 1p to fund the
acquisibon of Ophvite Group This resulted n £2 957 000 (net of expenses) being credited to the share premium reserve
On the same day 11 410 000 Crdinary shares of 1p were ssued as considerabon shares resultng i £228 000 bewng

credited to the merger reserve
On 1 October 2010 the Compamy undertook a 1 for 23 orcinary share consohdahon

26 Retained earnmings

Group Company

£000 £000

At 1 January 2009 335 338
Profit for the year 1211 1148
Dividends relating to 2008 (101) (10D
Ansing on huve up of subsidianes (note 30) — e
At 31 December 2009 1445 1478
Profit for the year 1282 1334
Dividends relatng to 2009 (210) (210)
At 31 December 2010 2,517 2,602
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Other reserves

Other reserves comprise

2010 2009

£000 £000

Merger 1eserve 228 228
Share-based payment reserve 379 279
Tramslation reserve & 1
613 508

Movements in other resetves balances are shown in the Consolidated statement of changes m ety
Share-based payments

Movements 1n the number of share oephons cuistonding have been restated followng the share consolidation on 1
QOctcober 2010 and are as follows

Wexghted Shares
average 2010 2009
exercise price As restated
(v} 000 000
Cutstanding at 1 Janucry 76 1,619 821
Groanted dunng the year 82 392 798
Forfeited or cancelled dunng the yecr 5 (185) —
Cutstanding at 31 December 76 1,826 1619
Exercisable at 31 December 47¢ 679
Share options outstending at the end of the year have the following expuy dates and welghted averdge exercise prices
Weighted Shares
average 2010 2009
exXercse pnce As restated
Expury date {p) 000 000
2015 165 44 54
2016 86 397 273
2017 104 65 174
2018 32 163 320
2019 49 765 798
2020 82 392 —
1,826 1619

On 26 Apnl 2010 98 Q00 ophons were forfert on the retrement of a director On 28 May 2010 and 27 August 2010
ophons totalling 305 000 were awarded under the Compamy s Enterprise Mcnagement incenhve Scheme On

22 December 2010 87 000 optons ssued 1 2007 were cancelled and replaced by new ophons awarded under the
Company s Enterpnse Management Incentive Scheme The farr value of services recelved in refurn for share ophions
granted 15 measured by teference to the fair value of the share ophons granted The estimate of far value received 1s
calculated based on approptiate valuation models

The expense 15 apportioned over the veshing penod and 1s based on the number of incmcial nsbruments which are
expected to vest and the far value of those inancial mstruments at the date of grant The charge for the year in respect
of share ophons granted amounts to £100 000 (2009 £30 000)
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Share-based payments continued

The weighted average far value of cphons granted dunng the year was determined based on the following

assumptions using the Black-Scholes pricing Model

Grant date 28-May
Number of ophons granted (000) 283
Gramt price (p) 84625
Exercise pnice (p) 86 25
Veshng penod {years) 2
Opton expury (yecus) 10
Expected volahhty of the share pnice 37%
Dividends expected on the shares 133%
Rask-free rate 241%
Foor value {p) 2706
Related party transachons

Group and Compcny
The following transachons were camed out wath related parhes

27-Aug
22

88 21
86 25

2

10

37%

1 30%
1 80%
27 52

22-Dec
87

88 00
69 00
01

10
37%

I 31%
2 42%
34 80

P A Lawrence Choarman of ECO Ammal Hedalth Group plc 15 a non-execuhive drector of the Company ecmd £26 000

{2009 £22 000) was paad to ECO Armurnal Health Group ple in respect of has services and expenses

ECO Anumal Health Group plc had an accounting management agreement with the Group for which 1t received £10 000

per annum (2009 £41 000)

Work done by certain emplovees of ECO Arumal Health Group plc in connechtion with the resecach and development of

aquacwulture technology totalled £111 000 (2009 £92 000)

On 31 December 2011 ECO Armimal Health Group plc held 362 000 23p ordinary sheres amounhng to 2 01% of the

ordinary Share Capital (2009 8 333 000 1p ordinary shares amountng to 1 98% of the ordinary Shore Capital)

Electro Switch Limited @ company controlled by clese members of farmily of the Chewrman R S Rose recewved the sum

of £18 000 (2009 £5 000

There were no amounts due to related parhes at 31 December 2010 (2009 £10 000 was due to ECO Anunal Health

Group plc)

Key management compnses the directors of Kiotech Internctional plc and therr emoluments are as jollows

2010 2009

Total £000 £000
Salanes and other shert-term employment benefits 647 3c0
Post-employment benefits 54 11
Payments made to third porhes 134 117
Share-based payments 78 29
913 457




29

30

Related party transactons conhnued
Company

The fellowing transactions were carmed out with related parhes

Kiotech International ple
Annual Report and Accounts
for the year ended 31 December 2010

2010 2009
£000 £000
Sales of goods
— Subsidianes 421 450
Sales of services
— Subsidicmies 29 —
Purchases of goods
== Subsidicmes - —
Purchases of services
— Subsicdianes 23 —
Drvidends receved
— Subsichanes 2,391 _
Yecr-end balances with related parhes
2010 2009
£000 €000
Recevables from related parhes (note 17)
— Subsidicmes 487 153
Payables to related parties (note 19)
Business combinations
Group

On 1 October 2009 the Group acquured 100% of the share capital of Optivite Limited and Optivite International Lirmited
("Optrvite Group™) for €3 994 000 before costs

At that date the far value of the net assets and habilities of the Opavite Group equalled £3,647,000 and consequently
aqwves nse to goodwill on the transaction of £592 000

The acquired business contnbuted revenues of £3 151 000 and net proat after tox of £107 000 to the Group for the penod
1 October 2009 to 31 December 2009 If the acqusibon had occurred on 1 January 2009 Group revenue for 2009 would
have been £23 172 000 cnd net profit would have been €1 849 000 These camounts have been calculated using the
Groups accounting policies

The goodwill ansing on acquisthon 15 attnbutable to the synergies expected from combining the operations of the Group
with the Ophwvite Group

The foar value of the shares 1ssued was based on the pnce used for the share placing on 1 October 2009

Detcnls of net assets accuired and goodwill are as follows

2000
Purchase consideration €000
Cash pand 3 6562
Duect costs relahng to the ccquisthon 205
Four value of shares issued 342

Total purchase consideration 4199
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30 Business combinahons continued
The assets and habihtes as at } October 2009 ansing from the acquisibon cre as follows

Fair value Acquuee's carrying value
€000 <000
Cash and cash equivalents 731 731
Property plant and equipment 339 339
Investments in substdicmes 13 13
Brands 1501 —
Customer relationships 176 —_
Inventones 638 638
Trade and other recervables 3 546 3 546
Trade cnd other payables (2387 (2 387)
Borrowings (38) (38)
Corporahon tax (443) (443)
Deferred tax habihties 47%) (C)]
Other net assets 50 50
Fair value of assets 3 647 2 440
Goodwnll 592
Non-controlling (40)
Total purchase consideration 4,199
Purchase consideration settied mn cash 3 857
Cash and cash equuvalents in subsicharnes accquired (730)
Cash outflow on acquisition 3127

There wete no acquisibions 1n the year ended 31 December 2010

On 31 December 2009 the operations and net assets of Optwvite Lamted cnd Optivite International Limited were
transferred to Kiotech International ple as a hive up fremsaction

This represents a common control transaction and hence 1s outside the scope of IFRS3 The Group has therefore selected
to aceount for the transachon using predecesscr values which represent the value of the assets and habiihes n the
highest level of Group These values have therefore been determined from the carrying value of assets cnd habiities

in the consoidated Group as at 31 December 2009 The assets and habilihes transferred as at 31 December 2009 coe as

follows

Canying value
Company £000
Goodwnll 592
Cash and cash equivalents 517
Property plant and equipment 290
Investment in subsidianes 13
Brands 1501
Customer relcthonships 176
Inventones 752
Trade and other recewvables 3865
Trade and other payables (2 628)
Corparcation tax (267)
Borrowngs (29>
Deferred tex habilihes (493>

Carrying value of assets hived up 4,289
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Notice of Annual General Meeting

THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR
IMMEDIATE ATTENTION Ii you cre in any doubt

as to what acton to take, you should consult your
stockbroker, sohcitor, accountant or other approprnate
independent professional adwviser authonsed under the
Finemaial Services and Markets Act 2000 I you have
sold or otherwise transferred all your shares mn Kictech
International ple, please forward this document

and the accompanying form of proxy to the person
through whom the sale or transier was effected for
fransmussion to the purchaser or transferee

The Bocrd of Kiotech International plc considers

all of the proposed resolutions to be n the best
interests of shareholders as a whole and accordingly
recommends that shareholders vote i favour of all
the resoluhons proposed

Nohce of Annual General Meeting (AGM)

Notice 1s hereby given that the AGM of Kiotech
Internahonal plc will be held at the offices of FINNCap,
60 New Broad Street London EC2M 11J on Thwrsdcy
30 June 2011 at 10 30 arn {or the following purposes

Resolution 1

To recerve the Directors Report and the Financial
Statements for the year ended 31 December 2010

Resolution 2

To declare a final dividend of 2 00p per ordincry
share payable on 29 July 2011 to shareholders on the
register at close of business on 8 July 2011

Resolution 3

To re-elect Richard S Rose as a Director who retires by
rotation

Resolution 4

To re-elect Keren L Prior as a Drector who retires by
rotartion

Rescolution 5
To re-elect PncewaterhouseCoopers LLP as cuditors

Resolution 6

To authonse the Directors to agree the auditors’
remuneration

And

To consider and i thought fit pass the following
resolutions resolution 7 will be proposed as an
ordincory resolution of the Company and Resoluhons 8
and 9 as special resolutions of the Company

Resolution 7

THAT pursucnt to Sechion 551 of the Companies

Act 2006 the Directors be ond are generally and
unconditionally cruthonsed to exercise all powers of
the Compcny to allot shares in the Company or to
grant nghts to subscnbe for or to convert any secunty
mnto shares n the Company up to cn aggregate
norminal amount of £1,311,416, provided that (unless
previously revoked vamed or renewed) such authonty
to expire at the conclusion of the next annual general
meehng of the Company save that the Company
may make an offer or agreement before thus authonty
expues which would or rught requure shares to be
dliotted or nghts to subscnbe for or to convert any
secunty into sheoes to be gramted after thus authonty
expues and the Directors may allot shares or grant
such nghts pursuant to any such offer or agreement
as if this authonty had not expured

Resolution 8

That subject to the passing of Reselution 7 and
pursucnt to Sechon 570 of the Compamies Act 2006,
the Directors be and are generally empowered to allot
ecputy secunhes (within the mecarning of Section 560

of the Compcrues Act 2006) {or cash pursuant to the
authonty granted by Resolution 7 as i Sechon 561(1)
of the Comparues Act 2006 did not apply to any such
alloiment, prowvided thort this power shall be hmited to
the allotment of equaty secunhes

(a) i connechon with an offer of equity secunties
(whether by way of a nghts issue, open offer or
otherwise)

(1 to holders of ordinary shares in the capital
of the Company m propertion (as nearly as
practcable) to the respechive numbers of
ordinary shares held by them, and

() to holders of other equity secunhes in the
capital of the Company as requuired by the
nights of those secuntes or subject to such
nghts, as the Directors otherwise consider

necessary,

but subject to such exclusions or other arrangements
as the Directors may deem necessary or expedient

In relahon to treasury shares, frachonal enhbtlements,
record dates or any legal or prachcal problems under
the laws of any temtory or the requirernents of any
regulatory body or stock exchange, and

(b) otherwise tham pursucmt to paragraph (a) of this
resolution up to an aggregate nomnal cmount
of £198,699 and (unless previously revoked
vaned or renewed) thus power shall expire at the
conclusion of the next annual general meeting of
the Compomy save that the Company may make
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an offer or agreement before this power expues
which would or might recuire equity

securihes to be allotted for cash adter thus power
expres and the Directors may allot equuty
secunhes for cash pursucmt to any such offer or
agreement as if this power had not expired

Resolution 9

THAT pursuant to Secton 701 of the Comparues Act
2006 the Company be and it 15 hereby generally
and unconchhonally cuthonsed to make morket
purcheases (within the meamng of Secton 623(4) of
the Compames Act 2006) of ordincry shares of 23p
each mn the capital of the Company (erdinary shares)
provided that

(a) the maurnum aggregate number of ordmnary
shares hereby authonsed to be purchased 15
1 806 495

() the mimumum pnce (excluding expenses) which
may be pad for an ordinary share 15 23p,

(c) the mcoomum pnce (excluding expenses) whuch
may be pard for an ordmary share 15 not more
than the hugher of

(1) an amount equal to 105% of the average of
the middle market quotations for an ordinary
share as denved from the AIM appendix to
the London Stock Exchange Denly Official
List for the five business days before the
purchase 15 rade, and

() an amount equal to the higher of the pnice
of the last iIndependent trade of an crdinary

share cnd the highest current independent bid

for an ordinary shecre on the trading venue
whetre the purchase is ccaned out

(d) the authenty hereby conferred shall expire at the
conclusion of the next AGM of the Company after
the passing of this resolution or, 1If earlier, on 30
September 2012, ond

(e) the Company may make o contract to purchase
ordinary shares under the quthonty hereby
conferred pnor to the expury of such authonty
which will or may be executed wholly or partly
after the expury of such cuthonty

By Order of the Bocord AA‘A/‘

Karen Prior
Company Secretary
25 May 2011

Notes to the Notice of Annual General Meeting

Entitlement to attend and vote

1

Pursuant to Regulation 41 of the Uncertiicated Secuntes
Regulations 2001 the Company specifies that only those members
regnstered on the Company s register of mermbers 48 hours beifore
the time of the Meetng shall be enhtled to attend and vote at the
Meeting

Appointment of proxies

2

I you cre a member of the Company at the tme set out in note 1
above you cre enhtled to appomt a proxy to exercise all or any
of your nghts to attend speak and vote at the Meehng and you
should have received a proxy form wiath this notice of meetng
You ¢an only appeint a proxy using the procedures set out in
these notes and the notes to the proxy form

A proxy does not need to be a member of the Company but must
attend the Meeting to represent you Detcnls of how to appornt the
Charman of the Meehng or another person as your proxy using
the proxy form cue set out in the notes to the proxy form If you
wish your proxy to speak on your behalf at the Meeting you will
need to appoint your own chowoe of proxy (not the Chawrmem)
and give your instruchons direcily to them

You may appoint more than one proxy provided each proxy ts
appointed to exercise nghts aticched to different shares You may
not appomt more them one proxy to exerase nghts attached to
any one share To appomnt more than cne proxy please ocontact
the registrars of the Company Share Registiens Lumited on 01252
821 390

A vote withheld 15 not a vote 1n low which means that the vote
will not be counted 1n the catculation of votes for or aganst the
resolution I no vohng indication 1s given your proxy will vote or
absteun from votmng at his or her discrehon  Your proxy will vote
{or absteen from vohing) as he or she thunks it in relation to eny
other matter whuch 1s put belore the Meetng

Appowuntment of proxy using hard copy proxy form

6

The notes to the proxy form explamn how to direct your proxy

how to vote on each resoluten or withhold ther vete To appomt

a proxy using the proxy form the form must be

«  completed ond signed

¢ sent or dehivered to Share Registrans Lumtited at Suite E Fust
Floor @ Lion and Lamb Yaord Farnhaim Surrey GU9Q /LL or by
facsimile transrmssion 10 01252 719 232

« dllernatively the completed proxy form can be sconned and
emaled to proxes@shoneregustrcrs uk com.,

s andrecelved by Share Regustrars Limited no later than 48
hours (excluding non-business dorys) prior o the Meeting

In the case of a member which Is a company the proxy form

must be executed under its common seal or signed on its behal

by an officer of the Company or an attorney for the Company

Any power of attorney or any other cuthonty under wiuch the

proxy form 1s signed (or a duly certified copy of such power or

quthonty) must be ncluded with the proxy form

Appointment of proxy by joint members

7

In the case of point holders where more than one of the joint
holders purports to appomnt a proxy only the appomtment
submutted by the most senior holder will be aooepted Seruonty 15
determined by the order in which the nomes of the jomnt holders
appecr 1n the Company s register of members n respect of the
ont holding (the first-named being the most senor}

Changing proxy wnstruchons

8

To change your proxy mnstruchons sumply submii o new proxy
appomtment using the methods set out above Note that the
cut-off hme for receipt of proxy appointments (see above} dlso
apply in relabon to amended mstructions any amended proxy
appomniment recaved after the relevant cut-off tme will be
disregarded

Whete you have appomnted a proxy using the hard-copy proxy
form and would lke to change the mnstruchons using another
hard-copy proxy form please contact Share Regustrars Limited on
01252 821 390

If you submat more than one valid proxy appointment the
appomtment recerved last before the latest ime tor the receipt of
proxies will toke precedence




Termination of proxy appointments

? Inorder lo revoke o proxy mstruction you will need to inform the
Company using one of the lollowing methods
By sending o signed hord copy netice clecely stating your
intention o revoke your proxy appomtment to Share Registrcus
Liruted at Suite E Furst Floor 9 Lion and Lamb Yard  Fernhemm
Surrey GU@ 7LL or by facstmile transmussion to 01252 719 232 In
the case of a member which 15 a company the revocation notice
must be executed under its common seal or signed on 1ts behotf
by an officer of the Company or an attorney for the Company
Any power of attorney or any other authonty under which the
revocation notice 1s signed (or a duly cethfied copy of such power
or aquthenty) must be included with the revocahon notice
In either case the revocation notice must be recetved by Shcne
Registrars limited no Yater than 48 howss (excluding non-business
days) pror to the Meetng
If you atternpt to revoke your proxy appointment but the
revocation 1s received cdter the hme specified then subject to the
paragraph directly below your proxy appomtment will remenn
vahd
Appowintment of a proxy does not preclude you from attending
the Meetng and vohng m person If you horve appomted o proxy
and attend the Meeting in person your proxy dppomtment will
auiomatically be terminated

Issued shares and total voting rights

10 Asat 20 May 2011 the Company s 1ssued share capital compnsed
18 299 952 ordinary shares of 23p each The Company holds
235 000 crdinary shares of 23p each as treasury shares Each
ordinary share cames the nght to one vote at an Annual General
Meeting of the Company and  therefore excluding shores held as
treasury shares the total number of voting nghts 1n the Compony
as at 20 May 2011 15 18 064 952

Explanatory Notes on the Resclutions to be sent to Shmeholders

Resclution 1 Report and Accounts

The Drectors must present thetr report cnd the cnnual accounts to the
meehng This gives shareholders the opportunity to ask queshons on
the content before voting on the resolution

Resocluhon 2 Dividends

Subject to shareholder approval @ final dividend of 2 00 pence per
ordinary share payabie to ordinery shareholders on 8 July 2011 hos
been recommended by the Duectors for the year ended 31 December
2010 The final dividend cannot exceed the arnount recormmended
by the duectors

Resoclution 3-4 Directors

The Compaony s Articles of Assocation require one thud of the
Drrectors to retire and subrmt themselves tor elechon each yecr
Richard Rose and Karen Prior must therefore retire cnd subrrut
themselves to re-elechon ot thus AGM There are no Duectors of
the Company who are eligible to subnut themselves for re election
having been appomnted since the last Annual General Meeting

Resolution 5 Appomntment of Auditors

An ordmary resolution will be proposed to re-appaint
PncewcaterhouseCoopers LLP as the Company s cuditors to hold
office frorm the conclusion of the onnual general mesting unti the
concluston of the next general meehng at which accounts are lend
before the Compony

Resolution 6 Remuneration of the Auditors

An orcinary resolution will adso be proposed to authonse the Drectors
to determine the remunerateon payable to the auditors

Resoluban 7 Directors’ Authonty to Allot Shares

Thus Resolution seeks shareholder appioval for the directors to be
<authonsed to allot shares Under the provisions of sechion 551 of the
Compamies Act 2006 the diectors are not permitted to allot shares
unless cuthonsed to do so by the shareholders Thus Act provides
for such authonty te be granted enther by the Company 1n general
meshng or by the Articles of Assoaicrhion cnd in both cases such
authonty must be renewed every five years

This power will last untl the conclusion of the next annual general
meehng of the Company in 2012
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Resclution 8 Directors' Power to Disapply Pre-emphon Rights

Thes resclution which will be propcsed as a special reselution
supplements the directors authonty to allct shares in the Company
propesed by resolutien 7

Section 561 aof the Companies Act 2006 requures o compomy

proposing to allot equty secuntes (which includes selling shares held

In trecisury) to offer them first to exshng shareholders in proportion to

ther exishng shcreholdmgs Equuty secunties mcludes ordinary shenes

{(the only closs of share capital the Compxany has at present) but does

not mclude shares 1ssued under employee share schemes I resolution

8 15 passed the requirement imposed by sechon 561 will net apply to

allotments by the directors in two coses -

1 m connection with a nghts (or similar) 1ssue where strct
apphcation of the pnnaple in sechon 561 could (for exarnple)
either result in fractonal enbtlements to shcres ansing or require
the 1sue of shares where this would be impracteal beccuse of
local legal or regulaiory requirernents in any given cversecs
pnschichon and

2 allotments of shares for cash up to a total nominal vatue of
£198 699 (representing 5% of the Compamny s 1ssued share
capital at 20 May 2011) This gives the dueciors flexibuity to take
advantage of business cpportunthes as they anse whalst the 5%
lrmt ensures that exishing shareholders mterests are protected
m accordanoe with guidelines issued by insthitubonal mvestors
bochies

Thus authonty will expire ot the conclusion of the next annual general

meehng except m so far as commuiments to allet shares have been

entered mio before that date

Resolution 9 Company's Authority to Purchase Shares

In some circumstances comparues can find it advontageous o use
surplus funds to make market purchases of ther own shares Shares
purchased n thes way may erther be aomeelled (thus reducing the
totad number of shores 1N 1ssue and polentally increasing future
scrrungs on the remomning shares) or held as reasury shares in
accordance with the Companies Act 2006

This resolubion which will be oropased as a specal resclubcn secks
to renew the exishng cuthonty for the Compomy to purchese its own
shares 1n the market

The moournum price at whuch the shares may be purchased 1s 105%
of the average of the muddle market values of thase shcres tor the five
busness days before the purchose 15 made

Purchases of shares under the proposed authonty are requured by the
AIM Rules for Comparues of the Londen Stock Exchomge o be made
In complcanee with the Model Code Accordinglty the Company
would not exerase the authonty at o tme when the drectors would
be precluded from dealng 1n the Company s shares Specihically
purchases would not be made within the 60 days preceding the
aonnouncerment of the intenm or final results Thus proposal should niot
be taken as cn indicaton that the Company would purchase shores
at any particulor pnce or to imply any opinon on the part of the
directors as to the morket or other value of the Compamy s shares
The Compares Act 2006 enables certann Iisted compxrues to hold
shares in teasury as an alternahve to cancelling them following

a purchase of own shares in accordance waith that Act Shares held
In trecsury may subsequently be cancelled sold for cash or used to
sarhsfy share eptions and shore awards under the Compary s share
schernes Once held n treasury the Company 18 not enhiled to
exercise any nghts including the rght to attend and vote at meetngs
In respect of those shares Further no dividend or distnibushon of the
Company s assets may be made to the Company 1n respect of those
sheres wiulst held i treasury

Accordingly U the directors exercise the authonty conferred by
Resolution 9 the Compony will have the opton of holding those
shares in treasury rather than canceling them

Dunng the yecr the Duectors used the quthonty granted at the
annual generad meehng en 30 June 2010 to repurchase 235 000
shares at a pnce of 70 pence per share As at the date of this
document the Company had approximately 18 299 995 shores

1n ssue This resolution seeks authornty to purchase a mooamum of

1 806 495 shares representing approximately 10% of the clurrent
issued share eorpital
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