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Omega Diagnostics
Group PLC is an AIM-
quoted public company
on the London Stock
Exchange. Omega
sells a wide range of
products, primarily

in the iImmunoassay,
in-vitro diagnostics
(IVD) market, through
a strong distribution
network in over 100
countries.
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Our business

Omega s one of the UK's leading comparues in the fast growing
area of food intolerance testing and also specialises in tests for
autsmmune diseases {including anaemia, connective tissue disease
and renal disease), and infectious diseases {including Syphiks, TB,
Dengue Fever, Chagas disease and Malana) Omega has a strong
distnbution netwark, exporting to over 100 countnes

Food intolerance ¢2

Food infolerance 1s an adverse reaction 10 some sert of food or
ingredient that occurs every time the food 1s eaten, but particularly
f larger quantities are consumed Common offenders include milk
products, wheat and other grains that contain gluten

Autoimmune disease r4

Autoimmune diseases anse from an overactve Immune response
of tha body against substances and tissues normally present In
the body — 1€ the body attacks its own cells

Infectious disease re

Infectious diseases are clnically evdent diseasses that result

frorm the presence of infectious agents such as microbial agents,
including vwruses, bactena, {ungs, protozoa, multicellular parasites,
and aberrant proteins known as prions
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The Highlights of 2010

+14%

+8%
o

Sales

Gross Profit

Gross Profit Margin

o

+9%

Adjusted PBT”

Reported revenue up 14%

Gross profits up 8%

Adjusted PBT* up 9%

Macroarray based Food Detective™ kit sales up over 150%

* Adusted PBT 1s denved by taking headline profit before tax of £210k (2008 £267k) and adding back IFRS-related net discount charges
of £92k (2008 £16kK), amortisation of intangible assets of £109k (2009 £99k), share-based payment charges of £178k (2002 £78k} and
exceptional cost of ni (2009 £80k}

Total Revenue

+14°:
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Our Markets

Total Sales Total Sales (% increase)
£2.96m £2.26m +31%

31 March 2010 31 March 2009

Food
Intolerance

What is food intolerance?

Food intolerance is an adverse reactron to some sort of food or ingredient that
occurs every time the food is eaten, but particularty if larger quantties are consumed
Common offenders include milk products, wheat and other grains that contain gluten

Product information

Tests patients for reactions to different foods
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Our Preducts Across the Globe
¢ Spain ¢ UK ¢ Australia
¢ ltaly » France

Global Reach

+31 0/0 Growth

Allergy UK

“It 1s estmated that
up to 45% of the LUK
population has a food
ntolerance”
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Our Markets
Total Sales Total Sales (% Increase)
£0.66m £0.63m +5%
31 March 2010 31 March 2009

Autoimmune
disease

What are autoimmune diseases?

Autoimmune diseases arise from an overactve mmune response of the body against
substances and tissues normally present in the body —1e the body attacks its own cells

Product information

Anaemia, Celac Disease, Crohn's Disease, Connective Tissue Diseases, Liver Disease,
Microartenal Diseases, Thrombotic Disease, Thyrad Disease, Vasculitis, Renal Disease
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Our Products Across the Globe
* [ran ¢ ltaly ¢ UK
¢ [India ® Australia

Global Reach

+50/ O Growth
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Our Markets
Total Sales Total Sales (% decrease)
£1.79m £1.83m -2%
31 March 2010 31 March 2009

Infectious
disease

What are infectious diseases?

Infectious diseases are clinically evident diseases that result from the presence of infectious
agents such as microbial agents, Including viruses, bactena, fung, protozoa, muticellular
parasites, and aberrant proteins Known as prions

Product information

Brucellosts, Chagas Disease, Chlamydia; Dengue Virus, Hepatitis B, Herpes, Rotavirus,
Staphylococcus, Streptococcal Disease, Syphilis, Tuberculosis and Typhoid Gastritis and
tests for Pseudomonas aeruginosa bactena, significant in hospital acquired infections




Overview Annual Report and Accounts 2010 7
wWww amegadiagnostics com

Our Products Across the Globe

¢ India ®» UK ¢ Brazil
¢ Australia ® Iran

Global Reach

'20/ O Growth
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Our Markets

Cambridge Nutritional Sciences (CNS}  Genesis

8 23 42 25 34 39

Countries by Countries by Countries by Countries by Countries by Countries by
2008 2009 2010 2008 2009 2010

Distnibution Network for Food Detective

e

CNS have now sold into 42 countnes

Genesis have now sold into 39 countries
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Our Strategy

% Group Product Breakdown

48% 10% 29% 13%

Food intolerance  Autormmune Infectious disease  Other
disease
Our Strategy for Growth
Organic Growth
Strategy om * .
Acquisitions
Strategy

Our global distnbution network and increasing routes to market
have been crucial to our success this year. We now have a
significant presence in the food intolerance testing market

but opportunities still exist for more expansion in this area and
other high-growth niche markets such as Igk Allergy testing

% Group Sales
31 March 2010
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Chairman’s Statement

Dear Shareholder

| am pleased to report the progress
we have made throughout the Group,
both in delivering organic growth from
existing products and the completion
of a small acquisition in the year.

Strategy

The Group has achieved another year of sold progress where

the in-house strength of being able to build successful distrbution
relationships has fed to further growth for key products Food
Detectwva™ has performed particularly strongly where its market
positioring, focussed on the professional nuintionmst market in

the UK and abroad, has enabled growth into over 40 countries
The Genarrayt™ microarray assay system continues to offer
laboratores supernor performance over conventional microplate
formats and 1s now being used in all five continental regions we
report on These two products were key In delivering growth
following the acquisition of Genesis-CNS and 1t 1s pleasing to
report their ongoing success Future growth will also be dspendent
on our ability to usa the microarray platform for tests other than for
food intolerance, and our ability to identify and execute on other
opportunitias will be key to this

We also successfully actieved the opportunistic acquisition of
Co-Tek (South West) Ltd in September last year which, pnor to
its acquisition, was already a supplier to the Group through an
intermediary company Bringing Co-Tek into the fold has put
us In a position of being able to supply part of the range of
infectious disease products an a more competitive basis

We are grateful for the support from existing and new shareholders in
supporting the £1m fundraising for this transaction and we continue
to review suitable acquisition epportunibes in recogrition of a need
to transform ourselves if we are truly to delver shareholder and
stakeholder value and benefits

Financial

Tumover for the Group increased to £6 2 million (2009 £5 4 midion),
up 14% over last year We are pleased with the achievernent of this
result against an economic backdrop that has been challenging for
many, and we will continue to ensure a wide geographic coverage
for our products to mitrigate this nsk as far as possible

The Group achieved an EBITDA of £698k (2009 £915k) before
excephonal tems and share-based payment charges The relative
strength of sterling against the US dollar compared to the previous year
led to a turnaround in foreign exchange differences on trading actvites
of £122k, with a loss this year of £28k {2008 £94k gain} Tha remaining
difference of £95k anses on the increase in gross profit of £272k being
offset by increased investment in operational costs of £E367k, driven
largely by an increase in sales and marketing costs to support the
increased sales growth | have referred to above

We consistently report on adjusted profit before tax so shareholders
can easily gauge our performance as compared o external market
forecasts The Group achieved an increase in adjusted profit before tax
to £589k (2009 £540k) Thes figure is amved at by taking headline profit
before tax of £210k and adding back analyst-adjiusted tems including
IFRAS-related net discount charges of £82k, amortisaton of ntangible
assets of £10% and share-based payment charges of £178k

“Turnover has continued its growth
of recent years, climbing to £6.2
million representing an increase
of 14% over last year.”

David Evans
Non-executive Chairman




Net finance costs have reduced significantly to £87k (2009 £306K)
for two reasons Firstly, the bervgn environment for interest rates
has seen the UK base rate at 0 50% throughout the year which
has led to a reduction in net Interest on borrowings and secondly,
the strengthening of stering against the US dollar has the opposite
effect leading to translation gamns on US dollar berrowings

Proit after tax amounted to £187k (2009 £221k) which resulted in
earnings per share of 1 0p versus earnings per share of 14pin the
pravtous year

Balance sheet

The Group has intangible assets of £5 2 mifion {2009 £4 9 milion}
at the year-end comprnised of goodwill of £3 3 milien and intangible
assels of ©1 B milhon, separately identfied n bne with current IFRS
The Group performs annual impairment reviews under current
accounting standards and 1s comfortable with the carrying valus

of ts intangible assets given the growth and results for the year
Just ended

Net debt (total barrowings less cash) reduced to £1 26 miion from
£1 64 milion as the Group continues to generate cash in excess of
servicing its borrowings

Research and development

It 1s our aim to widen the use of our microarray platform into areas
capabile of delivenng increased value, to muror successes seen

with the food intolarance assays, which will raquire an increass

In production capacity Last year we embarked upon a project

to upgrade the method to manufacture array slides This project

had certain technical issues and, whilst progress was made,

the equipment supplier was unable to resclve all the 1ssues o our
satisfaction and we took the difficult decision to terminate the project
for our existing food Intolerance assays We have since sourced

Gverview Annual Report and Accounts 2010 1 1
www omegadagnostcs com

ncreased capacity for the tried-and-tested method and are
comfortable with the capacty now avallable for production needs
Future development needs can, to a large extent, be met from existing
capacity However, we believe that by working in conunction with the
supplier we can rasolve the technical Issues so that non-contact
printing can be commissioned for future intended applications

Board and empioyees

As announced during the year, Geoff Gower joined the Board on
22 December 2009 Geoff joined the Group in May 2009 as the
Managing Director of Genesis and CNS and tis expenencea in
operations and general managemant of diagnostics companies
will no doubt be of benefit for our future aims

| know the results achieved for the year don't happen automatically
and | would like to thank all employees for therr hard work where,
in the second half in particular, much effort was made in delivering
results in ine with expectaiions

Outlook
Trading n the first three months of the year 1s in ine with current
management expactation

We continue to review acquisiton opportunities io transform the Group
and whilst there can be no guarantes of completing any transaction,

| hope to be able to update you with prograss on this element of gur
strategy during this financial year B

(R A

David Evans, CA
Nen-executive Chairman
15 July 2010
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Chief Executive’s Review

Strategy update

Our global distribution network and increasing routes to market have
been crucial to our success this year, despite some Issues with the
microarray production technology. We now have a significant presence
in the food intolerance testing market but opportunities still exist for more
expansion in this area. While we continue to see good organic growth
with both the Genarrayt™ microarray and Food Detective™ macroarray
technologies, organic growth alone is not sufficient to see the change
that we all wish to see.

Acquisitive growth to ensure transformational change is key for the
year ahead and we believe that good value propositions exist that
can deliver growth.




I am pleased to report that the Group has seen an Increase In revenue
for the year to £6 20 milkon, some 14% ahead of last year’s figures
(2009 £5 44 milkon) Revenue Increased in two of the three key areas
of product application with the exception of infectious disease tests

infectious disease tests

Sales of Infectious disease tests decreased to £1 79 million (2009

£1 83 million) for the year representing a decline of 2 0% which was
due to lost tender business In a key market in the Middle East The
small acquisition of Co-Tek (South West) Ltd in late September 2009
gave the Group a secure supply of low-cost bactenal diagnostic
tests Prior to the acquisiion they had been exclusively supplying one
of our competitors, who in turn had been supplying us They, In turn,
had been acquired by another competitor In a consokdation deal,

s0 threatening our supply Our ability to capture and control the
supply chain, with decreased costs, has provided us with more
competitive prcing for our international markets We therefore
expect better results in the year ahead as we access larger volume
business with international tenders which traditionally have toanger
lead tmes We have also serzed the opportunity to conclude a
long-term supply agreement with the former supplier which

secures sales going forward

“We have continued to increase
sales of key products, particularly
in food Intolerance testing, through
further expansion of our global
distribution network and we are
going to build upon this success
by the introduction of new
products in high-value markets.”

Andrew Shepherd
Chief Executive
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Food intclerance
Food intolerance testing has seen a growth of 31% n the year
resutting in sales of £2 96 millon (2009 £2 26 milion)

For the Genairayt™ laboratory system and on-going reagent sales,
we have seen growth in sales to £104 milkon {2009 £0 72 million)
This growth has been achieved by the installation of 15 new systems
into a further eight terrtones as well as increasing the number of
installed systems in countries already active with Genarrayt™

This now brings the total number of installed systems up to 57

since launch Sales of Genarrayt™ food intolerance systems
reached £212k (2009 £146k) with sales of reagent kits reaching
£828k (2009 £574k)

As with the Genarrayt™ system, the Food Datective™ test for food
intolerance has seen sales nise to £790k (2008 £314k) with sales
nto many new countries around the world The number of countries
where we have now sold product has increased to 46 (2009 18),
resulting N an increase In volumes of approximately 150% to
34,241 kits (2009 13,392} Additional distrbutors from other
countries are In discussion and product registration has recently
been achieved In Brazi, one of the Group's largest singls markets
and a key strategic market going forward Registration n China

1s proceeding but the timescale for completion is somewhat
Indeterminate given the complex regulatory environment existing

In that country

The UK market has also seen a doubling in sales to £216k

(2009 £104k) following a promotional campaign and by opening up
sales to professional re-sellers in addition, the testing services for
{ocod intolerance and other related tests have shown an increase In
business to £371% (2009 £314k) and further development of this
side of the business i1s anticipated
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Chief Executive’s Review
{continued)

Autoimmune tests

Sales of autommune tests increasad by 5% to £660k (2009 £630k)
with growth restrained by the fact that the tests are manual assays
without a dedicated equipment platform In a market that 1s
Increasingty becorming controlled by ‘closed systems’, 1e tesis that
can only be used on dedicated equipment, we do not see this area
as a source for major growth in the future although some work has
been done on adapting several of the tests to be able to work on
other companies ‘open systems', 16 equipment that will allow the
use of any manufacturer's test kits

While the application of the Genarrayt™ microarray technology to
autoimmune disease testing had been considered, better prospects
for the application of this technclogy have emerged {see Research
and development}

Distnbution network

The Group’s strength in distnbution has seen 1t record growth i all
geographic regions into which 1t sells Apart from South and Central
America, all other regions showed double-digit growth In percentage
terms, growth which we expect to continue as we see a further roll
out of Genarrayt™ systems and increased sales traction of Food
Detectve™ with existing distnbutors

Cne area of business under development 1s the partnership with
regional affiliated laboratories who offer food intolerance tests under
the CNS name using the Genarrayt™ assay system and FoodPrint™
results trademark This allows local provision of iood intolerance
tasts in countries where, until recently, customers had to send therr
samples either to Europe or the US at great expense and with along
time delay This aspect of market expansion is starting to take hoid
in the Middie East and we plan to extend this side of the business

to other geographical areas throughout the year

Research and development

In early 2009 we invested in a high throughput, non-contact
mcroarray printer to handle the expected increase In Genarrayt™
business Unfortunately, several technical issues prevented the
squipment coming into routing production and the supplier was
unable to resolve themn to our satisfacton In December 2008 we
made the decision to retain the pravicus contact printing method
whilst trying to resolve the outstanding techmcal 1ssues with the
new equipment Although slightly less efficient than the non-contact
pninter, this meant we could continue production and supply of
Genarrayt™ kits By the end of March 2010, it was clear that the
Issues could not be resolved 10 our satisfaction and the decision
was taken to remain with the established method for producing food
intolerance arrays In order to increase capacity of the array shdes
we have invested in additional contact printers which have also
improved our yield We are confident that future anticipated growth
of Genarrayt™ products will be unaffected by the decision to stay
with the contact pnnting method for the immediate future and
manufacturing capacity 18 now secured for next year

During the year most of tha R&D resource was allocated to produchon
and product support dutes so the ability to develop new products was
reduced However, with resolution o produchon capacity Issues we
expect to be able to spend more tme developing additional products
on the Genarrayi™ microarray platiorm We am to deliver new vananis
of the lgG Genarrayt™ food intolerance assay to be able to compete
hetter with cur competitors and these will also include food additives
which, untit now, have not been included on the array Several projects
for new product developmant have been inihiated which we expect to
positively impact in the new financal year




The IgE Allergy testing market has been ideniified as a hugh-valus
niche market for application of the Genarrayt™ microarray

technology This will require the development of a ‘closed system’

which fully automates the test procedure and opportunites for
collaboration with instrumentatron companies are being explored
Adaptation of existing testing platforms for the arrays will mean
reduced time o market, less development nsk and cost Work
was completed on a Chinese vanant of the Food Detectve™
macroarray test and an Indian vanant s planned for the near
future which we expect to launch following the completion of
product regsstration formalites

Outiook

The outlook for the new financial year 1s encouraging and we
continue to review promising cpportunities, 8oth organic and
acquisitive The market for the Group's products continues to
axpand despite local ditficulties i some eurozone countries

The major growih in the world IVD market, in particular, m
countnes such as India, Chuna and Brazil, should compensate
for any reduction in sales in problematic markets, which 1s cne
of the key strengths of the Group's global distribution network W

Andrew Shepherd
Chief Executive
15 July 2010

“We aim to deliver new variants
of the IgG Genarrayt™ food
intolerance assay to be able
to compete better with our
competitors and these will also
include food additives which,
until now, had not been included
on the array.”
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Omega stl believes that viable
acquisiion opporiunites exist
and we are stll pursuing this
strategy in order to buitd
crtical mass and increase
sharsholder value
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Financial Review

The Group has achieved 14%
growth in sales for the year with
a particularly strong performance
In the second half.

The Group has reported an adjusted profit before tax of £689,511
(2009 £540,439) The Group reports on adjusted profit befors tax
{excluding {FRS-related items of share-based payment charges,
amortisation of iIntangible assets and discount charges} to provide
a better undarstanding of the results of our normal trading actvities
compared to external research forecasts

Trading activities

Revenue

Revenue for the year was £6,198,742 representing an increase of 14%
over the previous year {2009 £5,438,313) and includes growth in all
five major continental regions In particutar, the growth of Genarrayt™
systems and Food Detective™ kits for food intolerance has
underpinnad much of this

Gross profit

Gross profit for the year was £3,616,220 (2009 £3,344,264) resulung
in a gross margin percentage of 58 3%% (2009 &1 5%) As explained
at the time of the nterrm results, some supplers have increased
costs dus o the economi¢ environment but internally, the Graup

has also increased operational headcount to cope with increased
demand The margin has been mantained during the second half

of the year where the Group sold more Genarrayt™ systems than
it onginally expected and, whilst these provide a useful source of
revenus, they are sold at lower margins The substantal growth in
Food Detactive™ volumes has also driven revenue growth but the
mix between these sales and those from the laboratory services
dwvsion 1s weighted towards a lower margin than otherwise would
be the case

Admimistration costs

Administration costs, excluding exceptional costs, have increased
by £382,686 to £2,508,608 (2009 £2,125,922) A relatively small
foreign exchange loss on trading activities in the year of £28,146
(2009 £94,652 gan) represents an increased charge of £122,798
aver the previous year Share-based payments charges have
increased by £100,427 representing the larger one-year vesting
penod for options granted in December 2008 that falls within the
current year Other administrative increases of £159,461 reflect
ncreased headcount, general Increases to salanes across the
Group and the acquisition of the Co-Tek business dunng the year

There were no exceptional costs dunng the year (2009 £80,301)
as there were In the pravious year relating to an aborted acquisition
opportunity Costs of £80,978 related to the acguisition of Co-Tek
were treated as an acquisiiion cost in ine wath IFRS 3 Business
Combinations It should be noted that this Standard has since
been rewised so that future acquisition costs will be accounted

for through the statement of comprehensive income

Selhing and marketing

The increase n expenditure of £235,009 reflacts the investment in
salas and marketing targeted activites including the appointment of
two senior positions to support the expanded distnbution netwaork

Research and devetopment

Included within administration costs 1s expenditure on research

and davelopment activities which in the year amounted to £209,747
{2009 £226,068) It was disappointing to terrmuinate the project to
upgrade the manufacturing procedure for printing Genarrayt™
array sldes, but we have taken steps to ensure sufficient production
and development capacity exists with the praven contact prninting
method The technical Issues encountered with the intended upgrade
1o non-contact printing meant reduced resources being allocated
to other product developrment acivities Nevertheless, progress has
been achieved towards providing alternative versions of the Foad
Detectve™ kit, tailored for specific diets in other parts of the world

Operating profit

The Group generated an operating profit of £307,480 (2009
£572,968) and the reasons for the reduction in this measure are
highhghted abaove under Admimisiration costs and Selling and
marketing costs

Profit before tax

The profit belore tax was £210,008 (2009 £266,893) Howaver,

as highhkghted in the Chairman's Statement, the Group also reports
adjusted profit before tax {0 provide shareholders with the measure
of profit for a better companson with external market forecasts The
adjusted profit before tax for the year was £589,511 (2009 £540,439)
after adding back share-based payment charges of £178,375 {2009
£77,948), ;ntangible asset amortisation of £108,750 (2009 £98,750),
IFRS-related discount factors of £82,378 (2009 £16,547) and
exceptional costs of £nd (2009 £80,301)




Finance costs reduced significantly in the year to £97,909 (2009
£312,232) with the reductron principally being due to lower interest
charges where the UK base rate has remained at 0 5% throughout
the year and a currency gain of £41,978 {2009 £188,295 loss) on
US dollar borrowings due to the relative sirengthening of steriing
against the US dollar

Taxation

There is a tax charge of £22,909 {2009 £45,852) n the year,
comprising a charge for current tax of £33,177 (2009 £51,160) and
a deferred tax credit of £10,268 {2009 £5,308 credit) equating to an
eftective tax rate of 10 9% (2009 17 2%) Prior year adjusiments o
the tax charge anse when there are differences between estimated
figures chargeable to tax and final tax computations

Earmings per share

There was a basic earnings per share (EPS) after exceptional costs
of 1 0p (2009 1 4pj) reflecting the higher average number of shares
In 1ssue throughout the year Basic EPS before exceptional costs
was 10p (2008 2 Op}

Acquisitions

Acquisition of Co-Tek (South West) Limited

On 28 September 2009, the Group completed the acquisition of
Co-Tek, a company supplying bacteral infection tests, for a cash
consideration of £400,000 plus related acquisition costs of £80,978
There was a small cash balance of £1,554 in Co-Tek at completion
gving a net cash outlay of £479,424

Deferred consideration payments

On 10 March 2010, the Company made a finai payment of £101,275 1n
settlement of the agreed eam-out targets in respect of the acquisition
of Genesis and CNS This sum, together with the net outlay on the
acquisition of Co-Tek has been included on the consolidated cash
flow statemant under cutflow on acquisiion of subsicdiary

Treasury operations

Currency management

The Group conducts its operations in three man currencies being
sterling, euros and US dollars In the case of transactions in euros
and US dollars, the Group may be exposed to fluctuations in the
rates of exchange against stering Where possible, the Group
operates a natural hedge by entenng into transactions of both a
buying and seling nature that imits the risk of adverse exchange rate
losses The Company continues to hold a portion of its borrowings
in US delflars where this loan can be serviced from a net surplus

of US dollars generated from ds trading actviies The relative
strengthening of stering against the US doltar throughout the

vear has gven nse to a foraign exchange translation gain of £41,978
on these borrowings (2009 £188,295 loss) In part, this has been
offset by theloss of £28,146 {2009 £94,652 gain} referred to above
under Administrations costs

Interest rate management

Following conversion of a part of the sterling loan into US dollars,
the Group Imited rts exposure to nterest rate fluctuations by
entenng nto certain denvative financial Instruments In the case

of the remaining sterling loan, the Group entered into an agreement
with Bank of Scotland whereby the base rate element of the nterest
charge has been capped at 5 5% for the entire remaning term

In the case of the US dollar loan, the Group entered into two
agreamenis with Bank of Scotland, one to cap the interest rate
based on US Libor at 5% and one to operate a floor rate on US
Lshor of 2 26% Under IFRS, these denvative financial instruments
are required to be disclosed at ther far values as erther assets

or habiihies and there has been a fair value adjustment gain

Bustness Review Anaual Report and Accounts 2010 1 7
www ormegadiagnosiics com

through the income statement of £2,580 (2009 £9,871 charge)
Accordingly, at tha balance sheet date, the Group had assets of
denvative financial instruments of £196 {2009 £599) and labilities
of derivative financial nstruments of £7,717 (2009 £10,700)

Financing

The Group successfully raised £1 million of new equity In September
20089 to fund the acquisition of Co-Tek and to provide additional
working capital The 1ssue was oversubscnibed which provided the
opportunity for Dr Mike Walker, the vendor of Genests and CNS,

to have his shares placed with new institutional shareholders After
expenses iIncurred with the share issue of £80,807 the net funds
raised amounted to £919,193

Cash flow

Net cash inflow for the year was £66,246 2009 £100,043) which
meant that at the year end, the Group had cash and cash equivalents
of £678,800 (2009 £612,554) Cash generated from operations of
£212,283 (2009 £668,276) 15 lower than last year due mainly to the
record high sales figure achieved in March 2010 As such, the reported
Increase In trade receivables has reversed itself following the end of the
year as cash has been collected

Capital management

The Group funds its operations with a mixture of shart and long term
borrowings or equity as appropriate with a view to maximising returns
for shareholders whilst safeguarding the abilty to continue to operate
as a gong concern Acquisiion payments and financing have been
referred to in the Cash flow section so that in total, the Group's net
debt posttion has decreased to £1,258,375 {2009 £1,635,013) The
Group monitors 1its net debt position on a regular basis and produces
an annual budgst to help ensure it has adequate facilities with
appropriate matunty profilas for its cperational needs

Capital expenditure

The Group incurred £90,6685 (2009 £134,433) on plant and machinery
fixed assets Most of the expenditure was incurred at Genesis where
all the laboratenes underwent a refurbishment and an extension to the
kitting facility was puilt B

Kieron Harbinson
Group Finance Director
15 July 2010
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Board of Directors

David Evans, CA
Non-executive Chairman

Andrew Shepherd, BSc (Hons)
Chief Executive

Kieron Harbinson, FCCA
Finance Director

Aged 50, David Evans has considerable
experienca within the diagnostics industry
As Financial Birector he was a key member
of the team that floated Shield Diagnostcs
Limted In 1993 He became Chief Executive
Officer responsible for the merger of

Shield Diagnastics Group plc wath Axis
Biochermnicals ASA of Norway in 1999

to create Axis-Shield ple In addition o

his role as Non-exscutive Chairman of
Omega, he 1s Non-executive Chairman of
Immunecdiagnostic Systems Holdings plc
and Epistemn Holdings Plc, which are both
AlM-quoted medical groups eperating n
different industnal areas from Omega

Aged 54, Andrew Shepherd 1s the Founder
and Managing Director of Omega Diagnostics
Limited He has been involved in the medical
diagnostics industry for the last 35 years

He started his career in 1974 by holding
techrucal positons at G D Searle Limited and
subsequently attendsd university, graduating
with a Bachelor of Science in biology

He then moved into a sales and marketing
positton at Cambndge Life Sciences plc m
1981, before establishing his first diagnostics
company, Cambndge Biomedical Limited,

in 1982 In 1986 he moved to Scotland to
jon Bioscot Limited and, shortly afterwards,
establ:ished Omega Mr Shepherd used his
technical experience and knowledge of
exporting to oversee the growth of the export
of Omega products to in excess of £2 million
per annum Omega now exports to over 100
counires around the world, and he travels
regutarly o many of the countries in which
Omega customers are based

Mr Shepherd was also recently a member
of the Bill and Melinda Gates Foundaton's
{BMGF) Global Health Diagnostics Forum,
which provided guidance to BMGF in
adwising on technology and future
investments in worldwide diagnostics
programmes for developing countries

The Forum published a number of scientific
papers in a Nature magazine supplement
in November 2006 (www nature com/
diagnostics}

Aged 45, Kieron Harbinson joined Omega

in August 2002 as Finance Director

He 15 responsible for finance, nformation
technology, human resources and operations
planning Mr Harbinson joined Scotia Holdings
PLC in 1984 He qualified as an accountant in
1991, and became a Fallow of the Asscoiation
of Chartered Certified Accountants in 1997 He
remained with the company for approxmately
14 years, dunng which time he held various
roles including Group Financial Controller and
Chief Accountant These roles enabled him

to acquire a broad range of knowledge in

a high-growth technology cornpany, plus
expenence In corporate acquisitions, disposals
and intellectual property matters In addition
he gained experience in vanous debt

and equity transactions, and was involved

in raising over £100 milton for the company
He was also head of Tax and Treasury,
responsible for a treasury programme

of cash investments of over £50 million

and management of currency exposures

Mr Harbinson then joined Kymata Linited,

a start-up optoelectronics company, as
Finance Diractor Over a pericd of 18 months,
he was involved In raising approximately
US$85 milion of venturs capital funding He
was respansible for implementing financial
controls and accounting systemns, and by the
time he left in 2000 the company had grown
to over 200 employees The company was
sold in 2001 to Alcatel for €134 milion




Michael Gurner, FCA
Non-executive Director

Aged 65, Michael Gurner led the flotation of
the Company on AIM as Chairman and Chief
Executive He reviewed numerous potential
acquistion candidates before the Company
entered into the acquisition agresment with
Omega Diagnosiics Limited

He qualified as a Chartered Accountant

n 1967, before embarkung on a career n
merchant banking with Keyser Ullmann,
including M&A activities with the Ryan
Group of Companias and halding senior
management positions, including Managing
Director of a fully isted company, Gontinuous
Stationery plc, an acquisitive business forms
manufacturer between 1986 and 1991
Dunng this time, he was responsible for
acquisitions, including Prontaprint, the
photographic print retail chain, and led the
turnaround of #s performance in the ensung
18 months

Thereafter Mr Gurner focused on turning
around under-performing and aitng
businesses, In association with Postern
Executive Group Limited (‘Postern’), a leading
UK turnaround specialist which prowvided
management teams for iroubled companies
At Postern's request, he joined the board of
several companies which were successfully
turned around
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Geoff Gower, BSc (Hons)
Managing Director

Genesis Diagnostics Ltd
Cambndge Nutntional Sciences Ltd

Aged 54, Geoff Gower joined Genesis and
CNS as Managing Directer in May 2009

He 15 responsible for the performance and
development of both Companies Mr Gower
has besn involved in the medical diagnostics
industry since 1983

His career in science started at Unilever
Research in 1674 where he stayed for
ning years and at the same time obtained
a Bachelor of Science in Applied Biology
In 1983 he joined Seward Laboratory and
held senior production pesitions before
Jjoining 1Q (Bio) as Production Manager in
1985 Mr Gower has since held positions
as Operations Director, Country Manager,
General Manager and Managing Director
whilst working for Novo Nordisk, Dako and
Oxoid |In 2008 he established his own
consultancy company, Camsensia Ltd

Mr Gower has a wealth of expenence in
operations and, more recently, n commercial
and business development dunng his time at
Dako and Oxoid This included responsibiity
for the relecation and design of a new
manufactunng facility for Novo Nordisk
Diagnosties in 1990 totaling 4,270m?

He was intmatety involved i the growth

of Dako's micrebiology business and is
subsequent sale to Oxoid in 2006
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Directors’ Report Registered No. 5017761

The Directors present therr Annual Report and Group financial statements for the year ended 31 March 2010

Principal activities
The principal actvity of the Company 1s as a holding company The principal actwity of the Group 1s the manufacture, development and
distribution of medical diagnostic products

Results and dividends

The result for the year 1s a profit of £187,099 (2009 profit of £221,041) which has been taken te reserves The Directors do not propose
to pay a dmdend The results are discussed in more detall in the Chairman's Statement on pages 10 to 11 and the Financial Review on
pages 16 to 17

The Company has taken advantage of the exemption allowed under section 408 of the Companies Act 2006 and has not presented its own
income statement in these financial statements The Company profit for the year ended 31 March 201015 £212,537 (2009 loss of £33,739}

Business review and future development

Areview of business and future development is discussed i more detal in the Charman’s Staterment, Chief Executive’s Review and
Financial Review commencing on pages 10, 12 and 16 respectively Key performance indicatars are disclosed on page 3 Other KPls
with comparatives are discussed in the aforementicned reports

Research and development
Research and development actvity has decreased in the year Details of research and development activity are contamned in the Charman's
Statement, Chief Executive’s Review and Financial Review on pages 10 to 17 Costs in the year amounted to £209,747 (2009 £226,068)

Directors
The names of the Directors who have served the Company throughout the year are

Dawvid Evans

Michael Gurner

Kieron Harbinson

Andrew Shepherd

Geoff Gower (appointed 22 December 2009)

Biographies of all Directors still serving at the year-end are on pages 18 and 19

Directors’ interests

The beneficial iInterests of Directors who have served throughout the year are listed in the Directors’ Remuneration Report on pages 22
and 23 There are no non-beneficial interests held by Directors There have been no changes to any Director’s interasts in the shares of
the Company between 31 March 2010 and the date of this report

Major interests in shares
As at 22 June 2010, the Company had been notified that the following shareholders held more than 3% of the Company’s issued ordinary
share capital

Number of 4p

e S Qrdinary shares F'Eferltage
Brewin Dolphin Securnties 3,737,479 18 1%
Qctopus Invastments 3,700,220 17 93%
Willams de Broe 2,780,534 13 38%
Legal & General Investment Management 2,050,000 994%
Andrew Shepherd 1,319,830 6 40%
Biuehons Aim VCT2 plc 1,600,000 4 85%

Supplier payment policy
It 1s the Company’s poiicy to agree the terms of payment with its suppliers, 1o ensure its suppliers are made aware of those terms and to pay
in accordance with them

Trade craditors of the Company at 31 March 2010 were equivalent to 61 days (2009 66 days} based on the average daly amount invoiced
by suppliers duning the year
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Employees

The Company encourages commurication with iis employees and favours an environment where staff can put forward therr ideas, suggestions
and concerns on any matter that involves them The Company gives full and fair consideration to applications for employment made by disabled
people, having regard to their particular apttudes and abitties Where an employee becomes disabled in the course of ther employment, where
possible, arrangements will be made for appropnate retraining to match ther ahilities with therr duties

Principal risks and uncertainties
The Board meets regularly to review operations and to discuss nsk areas The Corporate Governance Report contains details of the Group's
systom of internal contral Note 23 to the accounts contains details of financial nsks faced by the Group

The Board 1s also aware of non-financial nsk areas including

General economi¢ conditions

The Group may be faced with changes in the general economic chimate in each terntory in which 1t operales that may adversely affect the
financial performance of the Group Factors wihich may contnbute Include the level of direct and indiract compstition against the Group,
industrial disruption, rate of growth of the Group's sectors and nterest rates The Group seeks to mitigate this nsk by conducting operations
on a broad geographic basis and by introducing new technologies to remain innovative

|
Regulatory nsk |
The manufacturing, marketing and use of the Group's products are subject to regulation by government and regulatory agencies in many '
countries Of pariicular importance Is the requirement to obtain and maintain approval for a product from the applicable regulatory agencies

to enable the Group’s preducts to be marketed Approvals can require clinical evatuation of data relating to safety, quality and efficacy of

a product The Group seeks to mitigate regulatory nisk by conducting its operations within recognised qualty assurance systems and

undergoes external assessment {a ensure compliance with these systems

Acquisition nisk

The success of the Group depends upon the ability of the Directors to assimilate and integrate the operations, personnel, technologies and
products of acquired companies The Group seeks to mitigate this nisk by selecting comparnies which mest certain selection critena and by
conducting a detaled dus diligence review

Donations
The Company made ne chantable donations in the year 2009 £130) nor any political donations (2009 £nil)

Auditors
The auditors, Emst & Young LLP, have indicated ther wilingress to continue in office and a resolution for therr reappointment will be
proposed at the forthcoming Annual General Meeting

Directors’ statement as to disclosure of information to auditors
The Directors who were members of the Board at the time of approving the Directors' Report are listed on page 20 Having made enquines
of fellow Directors and of the Company's auditors, each of these Directors confirms that

= {othe best of each Director's knowledge and belef, there 15 no information {that 1s, information needed by the Group’s audiiols i
connechion with prepanng therr report) of which the Company’s auditors are unaware, and

* egach Director has taken all the steps a director might reasonably be expected to have taken to be aware of relevant audit nformaton
and to establish that the Company's auditers are aware of that nformation

By order of tha Board

Kieron Harbinson
Company Secretary
15 July 2070
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Directors’ Remuneration Report

As an AIM-quotad Company, the Group 1s not required to produce a remuneraiion report that satisfies all the requirements of the Companies
Act However, the directors are committed to providing information on an open basis and present ther Remuneration Report as follows

Remuneration Committee

The Remuneration Committes 1s comprised of Michael Gurner, as Chaiman, and David Evans The committee meets as and when requtred
to determine and agres with the Board the policy for the remuneration of the Company's Chief Executive, Chairman, Executive Directors
and the Company Secretary The objective of this policy shall be to ensure that members of the executive management of the Company

are providad with appropnate iIncentives to encourage enhanced performance and are, in a far and reasonable manner, rewarded for

therr Individual contributions to the success of the Cempany No Director or manager shall be :rvolved in any decisions as to therr

own ramuneration

Remuneration policy

The Company’s policy 1s that the remuneration arrangements, including pensions, for subsequent financial years should be sufficiently
competitive to attract, retan and motvate high quality executives capable of achieving the Company's objectives, thereby enhancing
shareholder value

Incentive schemes/share option schemes
Geoff Gower was 1ssued with an option over 20,000 ordinary shares of the Company under the Company's EMI Share Option Scheme
on 5 May 2009 which was pnor to his appointment as an Executive Director an 22 December 2009

Directors’ service contracts

Andrew Shepherd entered into a service contract with the Company on 23 August 2006, under which he was appointed as Chief Executive
on an annual salary of £85,000 His salary was increased to £131,250 per annum from 1 Apnl 2009 The agreement will continue until
terminated by either party gving to the other not less than twelve months’ notice In wiiting

Kieron Harbinson entered into a service coniract with the Cempany on 23 August 2006, under which he was appointed as Finance Director
and Company Secretary on an annual salary of £72,500 His salary was increased to £94,500 per annum from 1 April 2009 The agreement
will continue untl terminated by either party gnvang to the other not less than three months' notice in wiiting

Dawvid Evans was appointed a Non-executive Director of the Company on 19 Septembesr 2006 and, was entifled to an annual fee of £25,000
from 1 Apnl 2008 The agresment will continue untii terminated by either party giving to the other not less than one month’s notice N writing

Michae! Gurner was appointed a Non-executive Director of the Company on 19 September 2006 and he was entitled to an annual fee of
£15,000 This fee was increased to £20,000 per annum from 1 January 2009 The agreement will continue untit terminated by ether party
gning 1o the other not less than one month’s notice In wnting

Michael Walker was appointed a Non-executive Director of the Company on 3 September 2007 and was entitled to an annual fes of
£15,000 He resigned as a Director on 11 November 2008

Geoff Gower entered Into a servica contract with the Company on 22 December 2009, under which he was appointed as an Executive
Director an an annual salary of £80,000 The agreement will continue until terminated by erther party giving to the other not less than
three months’ notice i wnting

Andrew Shepherd and Kieron Harbinson received bonuses within the year of £19,688 and £14,175 respectively These were non-contractual
and calculated at 15% of their basic annual salanes on the successful acquisition of Co-Tek (South West ) Ltd

Directors’ emoluments

Fees/basic Benefits Total Total
salary Bonuses n kind 2010 2009
Consolidated £ £ £ £ £
Executive
Andrew Shepherd 131,250 19,688 - 150,938 125,000
Kieron Harbinson 94,500 14,175 - 108,675 90,000
Geoff Gower {appointed 22 Decermber 2009) 22,285 - - 22,285 -
Non-executive
David Evans 25,000 -~ -~ 25,000 25,000
Michae! Gurner 20,000 - - 20,000 16,250

Michasl Walker - - - - 9212
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The amountis paid in the year towards Diractors’ pension contnbutions were as follows

Directors’ pension contributions

2010 2009
¢ £
Andrew Shepherd 6,562 8,375
Kieron Harbinson 4,500 5,083
Geoff Gower 1,783 -
Directors’ interests in the 4p ordinary shares of Omega Diagnastics Group PLC
31 March 2010 31 March 2009
Dawvid Evans 110,000 110,000
Mrichael Gurner 121,671 101,671
Kieron Harbinson 58,317 58,317
Andrew Shepherd 1,319,830 1,319,830
Geoff Gower 20,000 -
The Directors have no interest in the shares of subsichary companies
Directors’ share options
At Granted Lapsed Exercised At Earhest
1 April dunng dunng during 31 March Option Date of exercise Expuwy
2009 the year the year the year 2010 price grant date date
David Evans 390,822 - - - 380,822 19p 10/12/2008 10/12/2009 10/12/2018
Andrew Shepherd 703,480 - - - 703,480 19p 10/12/2008 10/12/2002 10/12/2018
Kieron Harbinson 468,987 - - - 468,987 19p 10/12/2008 10/12/2009 10/12/2018
Geoff Gower - 20,000 - - 20,000 19p 5/5/2009 5/5/2010 5/5/2019

David Evans was issued with an option under the Unapproved Ophon Scheme and Andrew Shepherd, Kieron Harbinson and Geofi Gowsr
wera 1ssued with options under the Company's EMI Optien Scheme

The share pnce at 31 March 2010 was 28 5p The tughest and lowest share price dunng the year was 36 5p and 170 respectvely

Under the terms of a warrant, Michael Gurner was entitled to subscribe for 45,835 ordinary shares of 4p each between 1 Apnl 2008 and
19 Sepiember 2 at an exarcise price of 80p per share The warrant lapsed on 19 September 2009

Michael Gurner
Non-executive Director
15 July 2010
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Corporate Governance Report

As an AlM-quoted Company, the Group 1s not required to produce a corporate governance report that satisfies all the requirements of the
Combined Code However, the directors are committed to providing information on an open basis and present their Corporate Governance
Report as follows

The Board of Directors

The Board currently compnses one Non-executive Ghairman, one Non-executive Director, and three Executive Directors, who are the
Chief Executive, the Finance Director and the Managing Director of Genesis Diagnostics Ltd and Cambndge Nutritional Sciences Lid
Oawvid Evans, Non-executive Chairman and Michasl Gurner, Non-executive Director are considered by the Board to be indepandent in
character and judgement Michael Gurner 1s the seror independent Non-executive Directar The Board meets at regular intervals and

Is responsible for setting corporate strategy, approving the annual budget, reviewing financial performancs, agreéeing the renewal of and
any new banking/treasury facilihes and approving major items of capital expenditure The Board 1s provided with appropriate information
In advance of Board meetings o enabtet to discharge its duties effectively Dunng the financiat year, the Board met on fifteen occasions
Dawid Evans atiended thirteen out of the fifteen meetings Michael Gurner attended fourteen of the fifteen mestings Andrew Shepherd
and Kieron Harbinson attended all fifteen meetings Geoft Gower, who was appointed on 22 December 2008, attended both meetings
which he was entitied to attend

The Charrman has additional Non-executive Directorstups of the following companies

BGenuine Tech KK

Epistem Holdings Plc

Immunodiagnostic Systems Holdings plc
Manne Biotech Limited

Momentum Bioscience Limited

Onyx Scientific Limited

Quotient Diagnostics Limited

Scancell Holdings plc

Scipac Limited

The Audrt Committee

The Audit Committee has met on two occasions during the year and once since the year-end The Commitiee 1s compnsed of David Evans,
as Charman, and Michae! Gurner and has pnmary responsibiity for monitonng the quality of internal controls, ensunng that the financial
performance of the Company 15 properly measured and reported on, and for reviewing reports from the Company’s auditors relating to the
Company's accounting and internal controls, in all cases having due regard to the interests of shareholders The Committee shall also review
prelminary results announcements, summary financial statemants, significant financial returns to regulators and any financial information
contained In certain other documents, such as announcemenis of a price-sensitive nature !

The Committee considers and makes recommendations to the Board, to be put to shareholders for approval at the Annual General Meeting, !
In refation to tha appointment, reappointment and removal of the Company's external auditors The Commiitee also oversees the relationship
with the external auditors including approval of remuneration levels, approval of terms of engagement and assessment of their independence
and objectvity In so doing, they take into account refevant UK professtonal and regulatory requirements and the refationship with the
auditors as a whole, including the provision of any non-audit services Ernst & Young LLP have been auditors to Omega Diagnostics Limited
('ODL) since 2000 and were appointed as Auditors to the Company following completion of the reverse takeover of QDL in September 2006

The Committea has reviewed the effactiveness of the Company's system of internal controls and has considered the need for an internal
audit function At this stage of the Company's size and development, the Committee has decided that an nternal audit function i1s not
required, as the Company’s internal centrols system in place is appropnate for its size The Committee wili review this position en an
annual basis

The Committee also reviews the Company's arrangemenis for its employees raising concerns, In confidence, about possible wrongdoing
in financial reporting or other matters The Commitiee ensures that such arrangements allow for Independent investigation and follow-up action

The Remuneration Committee

The Remuneration Committee has met on one occasion during the year The Commiitee 1s comprised of Michael Gurner, as Charman, and
David Evans and has pnimary responsibility for determining and agreeing with the Board the remuneration of the Company’s Chief Executive,
the Executive Directors, the Company Secretary and such other members of the Executive management as it 1s designated to consider

The remuneration of the Non-executive Directors shall be a matter for the Charrman and the Executive Directors of the Board No Director

or manager shall be involved in any decisions regarding their own remuneration
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Internal control
The Beard is responsible for the Company's system of internal control and for reviewing its effectiveness throughout the year Such a system
can only provide reasonable assurance against misstatement or loss

The Board monitors financial controls through the setting and approval of an annual budget and the regular review of maonthly management
accounts Management accounts contain a number of indicators that are designed to reduce the possibility of misstatement in financial
statements

Where the management of operational nsk requires cutside advice, this 1s sought from expert consultants, and the Company receves this
in the areas of employment law and health and safety management

The Company 1s comphant with Industry standard qualty assurance measures and undergoes regular external audits to ensure that
accreditation 1s mantained

Communication with shareholders

The Board recognises the importance of communication with its shareholders The Company maintains informative websites for Genesis,
QDL and CNS containing information ikely to be of nterest to existing and new investors In addition, the Company retains the services of
financial PR consultants, providing an additional contact point for nvestors  The Beard encourages sharehalder participation at its Annual
General Maating, where shareholders can be updated on the Company's activities and plans

Going concern

The Group's business activities, together with the factors likely to affect its future development, performance and position are set out In the
Busmess Review, which runs from page 12 to page 17 The financial posrtion of the Group, 1ts ¢ash flows, hiquidity posttion and borrowing
facilities are described in the Financial Review on pages 16 to 17 In addition, note 23 to the financial statements include the Group's objectives,
policies and processes for managing its capital, its financial sk management objectives, details of its financial Instruments and hedging
activities, and 1its exposures to credit nsk and fiquidity nsk The Group has adeguate financial resources together with long-term relationships
with a number of customers and suppters across different geographic areas and industnes

As a consequence, the Directors telieve that the Group is well-placed to manage its business nsks successfully despite the current
uncertan economic cutlook

The Directors have a reasonable expectation that the Group has adequate resources to continue In operational existence for the foreseeable
future Accordingly, they continue to adopt the going concern basis of accounting in prepanng the annuat financial statements

By order of the Board

4

Kieron Harbinson
Company Secretary
16 July 2010
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Statement of Directors’ Responsibilities

TFhe Directors are responsible for prepanng the Annual Report and the Group and Company financial statements in accordance with
applicable United Kingdom law and those International Financial Reporting Standards as adopted by the European Union

The Directors are required to prepare Group and Company financtal statements for each financial year Under Company Law, the Directors
must nat approve the financial statements unless they are sabisfied that they present farrly the financial position of the Group and Company
and the financial performance and cash flows of the Group and Company for that perod in prepanng those Group and Company financtal
staterments, the Directors are required to

+ select suitable accounting policies in accordance with IAS 8 Accounting Policies, Changes in Accountng Estirnates and Errors and then
apply them consistently,

« present infermation, including accounting policies, in a manner that provides relevant, reliable, comparable and understandable information,

+ provide additional disclosures when compliance with the specific requirements in IFRSs is insufficient to enable users to understand the
impact of parhicular transactions, other avents and conditions on the Group's financ¢ial positton and financial performance,

s state that the Group and Company has complied with IFRSs, subject to any matenal departures disclosed and explained in the financial
statements, and

* make |udgments and estimates that are reasonable and prudent

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Group's transactions and
disclose, with reasonable accuracy at any time, the financial posmion of the Group and Company and enabla them to ensure that the Group
and Company financial statements comply with the Companies Act 2006 They are alse responsible for safeguarding assets of the Group
and Company and hence for taking reasonable steps for the pravantion and detection of fraud and other rregulanites
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Independent Auditor’s Report

to the members of Omega Diagnostics Group PLC
|

We have audited the financial statements of Omega Diagnostics Group PLC for the year ended 31 March 2010 which comprise the
Consolidated Statement of Comprehensive Income, Consolidated Balance Sheet, Consolidated Statement of Changes in Equity,
Consolidated Cash Flow Statement, Company Balance Sheet, Company Statement of Changes in Equity, Company Cash Flow Staiement
and the related notes 1 to 23 The financial reporting framework that has been applied in therr preparation 1s applicable law and International
Financial Reporting Standards (IFRSs} as adopted by the European Union

This report 1s made solely to the Company’s members, as a body, In accordance with Chapter 3 of Part 16 of the Companies Act 2006
Our audit work has been undertaken so that we might state to the Company’s members those matters we are required to state to them in
an auditor's report and for no other purpose To the fullest extent permitted by law, we do not accept or assume responsibility to anyone
other than the Company and the Company’s members as a body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors
As explained more fully In the Statement of Directors’ Responsibiities on page 26, the directors are responsible for the preparation of
the financial statements and far being satisfied that they gve a true and farr view Our responsibiity is to audit the financial statements

in accordance with applicable law and International Standards on Auditing (UK and Ireland) Those standards require us to comply with
the Auditing Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit Involves obtaining evidence about the amounts and disclosures In the financial statements sufficient to give reasonable assurance
that the financial statements are free from matenal misstatament, whether caused by fraud or error This includes an assessment of whather
the accounting policies are appropnate to the Group's and the parent company's circumstances and have been consistently appled and

adequately disclosed, the reasonableness of significant accounting estimates made by the Directors, and the overall presentation of the
financial staterments

Opmnion on financial statements
In our opirion

 the financial statements give a true and farr view of the state of the Group’s and the parent company’s affairs as at 31 March 2010 and of
the Group's profit for the year then ended,

» the Group financial statements have been properly prepared in accordance with Internatonal Financial Reporting Standards (IFRSs) as
adopted by the European Union,

» the parent company financial statements have been property prepared in accordance with IFRSs as adopted by the European Union and
as applied In accordance with the prowisions of the Companies Act 2006, and

* the financtal statements have been prepared in accordance with the requirements of the Companies Act 2006

Opmion on other matters prescribed by the Compames Act 2006

In our opinton the infermation given in the Directors’ Report for the financial year for which the financial statements are prepared 1s consistant
with the financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you if, in our cpinion

* adequate accounting records have not been kept by the parent company, or returns adequate for our audit have not been receved from
branches not visitad by us, or

« the parent company financial statements are not in agreement with the accounting records and returns, or

« ceriain disclosures of Directors’ remuneration specified by law are not made, or

* wa have not receved all the information and explanatons we require for our audit

fnvf*‘/axg LLP

Mark William Harvey {Senior statutory auditor)
for and on beha!f of Ernst & Young LLP, Statutory Auditor
Edinburgh

15 July 2010
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Consolidated Statement of Comprehensive Income

for the year ended 31 March 2010
. - -~ -~

2010 2009
Total Total
Note £ £
Continuing operations
Revenue 7 6,198,742 5,438,313
Cost of sales {2,582,522) (2,094,049)
Gross profit 3,616,220 3,344,264
Admirustration costs (2,508,608) (2,125,922}
Selling and marketing costs (800,632) (565,623}
Other income — government grants
and related assistance 500 550
Exceptional administration costs 19 - {80,301)
Operating profit 7 307,480 572,968
Finance costs 5 {97,909) (312,232)
Finance income — Interast recevable 7 437 6,157
Profit before taxation 210,008 266,893
Tax chargs ] (22,909) {45,852}
Profit for the year/Total comprehensive income 187,099 221,01
Earmings Per Share (EPS) 22
Basic EPS on profit for the year
- before exceptional tems 10p 20p
— after exceptional items 10p 14p
Diluted EPS on profit for the year
- before excephional tems 10p 20p

- after exceptional items 10p 14p




Consolidated Balance Sheet
as at 31 March 2010
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2010 2009
Note £ £
ASSETS
Non-current assets
Intangibles 9 5,169,774 4,879,700
Property, plant and equipment 10 672,903 639,446
Deferred taxation 15 96,074 107,530
Dervative financial mstruments 23 196" - 599
5,928,947 5,627,275
Current assets
Inventories 11 814,344 782,380
Trade and other receivables 12 1,682,263 1,254,963
Income tax recevable 45,627 4,055
Cash and cash equialents 678,800 612,554
3,220,934 2,633,952
Total assets 9,149,881 8,261,227
EQUITY AND LIABILITIES
Equity
Issued capital 5,930,962 5,011,769
Retained earnings (281,074) (646,548)
Total equity 5,649,888 4,365,221
Liabilities
Non-current liabilhies
Long-term borrowings 13 1,593,491 1,875,263
Deferred taxation 15 583,249 575,065
Dernvative ninancial instruments 23 7,717 1C,700
Total non-current lizbiiies 2,184,457 2,461,028
Current habilites
Short-term borrowings 13 343,685 372,304
Other financial liabilities 20 - 131,580
Trade and ather payables 14 862,878 871,725
Income tax payable 108,973 59,369
Total current labiities 1,315,536 1,434,978
Total habilities 3,499,893 3,886,006
Total equity and liabilities 9,145,881 8,261,227

Y 74

David Evans Kieron Harbinson
Non-executve Charrman Finance Director
15 July 2010 15 July 2010
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Consolidated Statement of Changes in Equity

for the year ended 31 March 2010

Share Share Retained
capita! premium earnings Total
Note £ £ £
Balance at 31 March 2008 1,331,957 3,074,041 (945,537} 3,460,461
Issus of share capital ior non-cash consideration 30,289 575,482 - 605,771
Profit for the year ended 31 March 2009 - - 221,041 221,041
Share-based payments - - 77,948 77,948
Balance at 31 March 2009 1,362,246 3,649,523 (646,548) 4,365,221
Issue of share capital for cash consideration 200,000 800,000 - 1,000,000
Expenses in connection with share 1ssue - (80,807) - (80,807)
Profit for the year ended 31 March 2010 - - 187,099 187,089
Share-based payments - - 178,375 178,375
Balance at 31 March 2010 1,562,246 4,368,716 {281,074) 5,649,888
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2010 2009
Note £ £

Cash flows generated from operations
Profit for the year 187,099 221,041
Adwistments for
Taxation 22,909 45,852
Finance costs 97,909 312,232
Finance income {437) 6,157)
Operating profit before working capital movement 307,480 572,968
Increase In trade and other receivables (360,405) {169,672}
Increase in iInventones (48,964) {135,343}
{Decrease)increase In trade and other payables (24,926) 205,913
Loss/(gain) on sale of property, plant and equipment 1,873 {350}
Depreciation 10 102,925 85,484
Amortisation of intangible assets 9 108,750 98,750
Share-based payments 178,375 77,8948
Taxation paud (52,825) (67,422)
Net cash flow from operating activities 212,283 668,276
Investing activities
Finance iIncoma 437 6,157
Purchase of property, plant and equipment {90,485) (26,933)
Sale of property, plant and equipment 2,540 2,500
Qutflow on acquisition of subsidianes 8 {580,699) {167,471)
Net cash used in investing activities (668,207) {185,747)
Financing activities
Finance costs {(42,010) (67,603)
Proceeds fromissue of share capital 919,193 -
Lcan repayments (273,283) (264,259)
Finance lease repayments (81,730) {(50,624)
Net cash from/f{used in) financing activities 522,170 (382,486)
Net increase in cash and cash equivalents 66,246 100,043
Cash and cash equwalents at beginning of year 612,554 512,511
Cash and cash equivalents at end of year 678,800 612,564
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Company Balance Sheet

as at 31 March 2010
e

2010 2009
Note £ £
ASSETS
Non-current assets
Investments 21 8,113,040 7,676,225
Deferred taxation 15 - 16,214
Dervative financial nstruments 2 196 599
8,113,236 7,693,038
Current assets
Trade and other receivables 12 1,377,997 786,271
Cash and cash equivalents 12,214 114,866
1,390,211 901,137
Total assets 9,503,447 8,594,175
EQUITY AND LIABILITIES
Equity
Issued capital 6,920,637 6,001,444
Retaned earnings 253,745 {137,167)
Total equity 7,174,382 5,864,277
Liabihities
Non-current habilties
Lang-term borrowings 13 1,520,100 1,738,941
Cenvative financial nstruments 23 7717 10,700
lotal non-current hatulites 1,527,817 1,749,641
Current iabilities
Short-term borrowings 13 280,890 290,710
Other financeal habilities 20 - 131,580
Trade and other payables 14 439,165 556,478
Incoma tax payable 81,193 1,489
Total current liabilities 801,248 980,257
Totat habilites 2,329,065 2,729,898
Total equity and habilities 9,503,447 8,594,175
Dawid Evans Kieron Harbinson
Non-executive Charman Finance Director

15 July 2010 15 July 2010
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Company Statement of Changes in Equity

for the year ended 31 March 2010
. " |

Share Share Retained

capital premum earnings Total

€ € £ 3

Balance at 31 March 2008 1,704,239 3,691,434 (181,376} 5,214,297
Issue of share caprtal for non-cash consideration 30,289 575,482 - 605,771
Profit for the year ended 31 March 2009 - - {33,739) (33,739)
Share-based payments - - 77,948 77,948
Balance at 31 March 2009 1,734,628 4,266,916 (137,167) 5,864,277
Issue of share capital for cash consideration 200,000 800,000 - 1,000,000
Expenses in connection with share 1ssue - (80,807) - (80,807}
Profit for the year ended 31 March 2010 - - 212,537 212,537
Share-hased payments - - 178,375 178,375

Balance at 31 March 2010 1,934,528 4,986,109 253,745 7,174,382
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Company Cash Flow Statement

for the year ended 31 March 2010
-~ ]

2010 2009
£ £
Cash flows generated from operations
ProfitAloss) far the year 212,537 (33,739}
Adjustmenis for
Taxation 95,918 5,228
Finance costs 84,426 300,944
Finance iIncome (132 (838}
Operating profit before working capital movement 392,749 271,595
Increass in trade and other recewvables {591,726) (36,849)
{Decrease)/increassa In trade and other payables (117,312) 212,516
Share-based payments 178,375 77,948
Net cash flow from operating activities {137,914) 525,210
Investing activities
Finance Income 132 838
Qutitow on acquisition of subsichanes (582,253) (167,471)
Net cash used in investing activities (582,121) (166,633)
Financing activities
Finance costs {28,527) (56,314)
Proceeds from issue of share capital 919,193 -
Loan repayments (273,283) (264,259)
Net cash from/{used n) financing activities 617,383 (320,573)
Net ({decrease)/increase in cash and cash equivalents (102,652} 38,004
Cash and cash equivalenis at beginning of year 114,866 76,862

Cash and cash equivalents at end of year 12,214 114,866
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Notes to the Financial Statements

for the year ended 31 March 2010
- ]

1 AUTHORISATION OF FINANCIAL STATEMENTS

The financia! staterents of Omega Diagnostics Group PLC for the year ended 31 March 2010 were authonsed for issue by the Board
of Directors on 15 July 2010, and the balance sheets were signed on the Board's behalf by Dawid Evans and Kisron Harbinson Omega
Diagnostics Group PLC 1s a Public Limited Company incorporated in England The Company’s ordinary shares are traded on the

AlIM Market

2 STATEMENT OF COMPLIANCE WITH INTERNATIONAL FINANCIAL REPORTING STANDARDS (‘IFRS')

The financial statements have been prepared in accordance with IFRS, as adopted by the European Union, as they apply to the financial
statements of the Group and Company for the year encded 31 March 2010 respectively

3 SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation
The accounting policies which follow set out thase policies which have been applied consistently to all penods presented in these financial
statements These financial statements are presented in sterling

Changes in accounting policy

The accounting policies adopted are consistent with those of the previous financial year except for 1AS 1 (Revised) where the Consolidated
Statement of Recognised Income and Expense has been replaced with the Consolidated Statement of Comprehensive Income The revised
standard requires this statement to present all tems of recogrised iIncome and expense, either in one single statement, or in two linked
statements The Group has elected to present one statement

Basis of consolidation

The Group financial statements consolidate the financial statements of Omega Diagnostics Group PLC and the entities it controls (its
subsidianes) Control comprises the power to govern the financial and operating policies of the investee so as to obtain benefit from its
actwities and 1s achieved through direct or mdirect ownership of voting nghts Subsidianes are consolidated from the date of acquisition,
being the date on which the Group abtains control, and continue to be consolidated until the date that such control ceases The financial
staterments of the subsidianes used in the preparation of the consolidated financial statements are based on consistent accounting policies
Allinter-company balances and transactions, including unrealised profits arising from them, are elminated

Use of estimates and judgements
The preparaton of these financial statements requires management to make judgements, estmates and assumptions that affect the application
of accounting policies and the reported amounts of assets, habilites, ncome and expenses Actual results may differ from these estimates

Estimates and underlying assumptions are reviewed an an ongoing basis Revisions to accounting estimates are recegnised in the period
in which the estimate s revised and in any future penods afiected

The significant areas of estmation and uncertainty and cntical judgements in applying the accounting policies that have the most significant
effect on the amounts recogmised In the financial nformation are discussed below Further judgements, assumptions and estimates are set
out in the Group financial statements

Valuation of intangible assets
Management judgement 1s required to estimate the useful lives of intangible assets having reference to future economic benefits expected
to be derved from use of the asset Economic benefits are based on the fair values of estimated future cash flows

Impairment of goodwill

Goodwill1s tested annually for mparrment The test considers future cash flow projections of cash generating units that give nse to the
goodwill Where the discounted cash flows are less than the carrying value of goodwill, an imparrment charge 1s recognised for the
difference Further analysis of the estimates and jJudgements are disclosed in Note 9

Deferred tax assets

Management judgement Is required to determing the amount of deferred tax assets that can be recognised, based upon the likely tming and
level of future taxable profits togethar with an assessment of the effect of future tax planning strategies The carrying value of the deferred
tax asset at 31 March 2010 15 £96,074 (2009 £107,530} Further detalls are contained n Note 15

Earn-out valuation

Management judgement 1s required to determing the financial lability to be recogrused in respect of the eam-out Management bases their
sstimatian on the sales levels expected over the relevant penod on historic data, current market conditions and the likelthood of future budgets
being achieved At 31 March 2010 the Genesis Eam-out had a carrying value of £nil {2009 £131,580} having been paid out in fullin March 2010
As the earn-out was based on 7% of salas of certam products, the eam-out amount vaned due to the level of sales achieved
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Notes to the Financial Statements
{continued)
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3 SIGNIFICANT ACCOUNTING POLICIES {continued)

Presentation currency and foreign currencies

The financial staternents are presented in UK pounds sterling Transactions in currencies other than sterling are recorded at the prevaling
rate of exchange at the date of the transaction At each balance sheet date, monetary assets and liabiihes that are danominated i foresgn
currencies are retranslated at the rates prevailing on the balance sheet date Non-monetary assets and habiites that are denominated in
foreign currencies are translated at the rates prevailing at the date of the transaction Gains and josses ansing on retranstaiion are included
in the net profit or loss for the year

Revenue recognition

Revenue 1s measured at the far value of the consideration receved or recevabls and net of discounts and sales-related taxes Sales of
goods are recognised when the significant nsks and rewards of ownership are fransferred to the customer Thus will be when goods have
been dispatched and the callection of the refated receivable 1s reasonably assured Revenue relates to the sale of medical dragnostic kits

Goodwill

Business comhbinations are accounted for under IFRS 3 using the purchase mathod Any excess of the cost of the business combination
over the Group's interest in the net fair value of the identifiable assets, labilities and contingent llabilities 18 recognised in the batance sheet
as goodwill and s not amortised

After init:al recognition, goodwill 1s stated at cost less any accumulated impaiment losses, with the carrying valus being reviewed for
imparment, at least annually and whenever events or changes in circumstances indicate that the carrying value may be impaired

For the purpose of impairment testing, goodwill 1s allocated to the related cash generating units menitored by management, usually at
business segment level or statutory company level as the case may be Where the recoverable amount of the cash-ganerating unit 1s
lass than its carrying amount, iIncluding goodwill, an wmpairment loss 15 recognised in the income staterment

Intangible assets

Intangible assets acquired as part of a business combination are recognised outside goodwill f the asset 1s separable or anses from
contractual or other legal nghts and its fair value can be measured relably Following initial recognition at farr value at the acquisition
date, the histonic cost model 1s applied, with Intangible asssts being carned at cost less accumulated amortisation and accumulated
imparment losses Intangible assels with a finite Iife have no restdual value and are amortised on a straight line basis over the expected
usefu ives, with charges included 1in administration costs, as follows

Technology assets - 20vears
Customer relationship - Syears

The carrying value of intangible assets I1s reviewed for imparment whenever gvents or changes in circumstances ncicate the carrying value
may not be recoverable

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and any accumulated smparrment losses Depreciation
13 charged so as to write off the cost of assets to ther estimated residual values over ther estimated uselful fives, on a straight ine basis
as follows

Leasehold mprovements 10 years, straight line with no residual value
Plant and machinery - 8-10 years, straight Iine with no residual value
Motor vehicles — S years, straighi ine with no residual value

The carrying values of property, plant and equipment are reviewed for impairment f events or changes (n circumstances indicaie the
carrying value may not be recoverable, and are written down immediately to their recoverable amount Useful lives are reviewed annually
and where adjustments are required, these are made prospeciively

Impairment of assets

The Group and Company assesses at each reparting date whether there 1s an indication that an asset may be imparred If any such
indication exists, the Group and Company makes an estmate of the asset’s recoverable amount An asset’s recoverable amount 1s the
higher of an asset’s or cash-generating unit’s far value less costs to sell and its valus In use, and 1s determined for an individual asset, unless
the asset does not generate cash inflows that are largely independent of those from other assets or groups of assets Where the carrying
amount of an asset exceeds its recoverable amount, the asset 1s considered io be imparred and 1s wnttan down to its recoverable amount

In assessing value In use, the estmated future cash flows are discounted to therr net present value, using a pre-tax discount rate that reflacts
current market assessments of the time value of money and the nisks specific to that asset Impairment losses on continuing oparations are
recognised In the iIncome statement in those expense categones consistent with the function of the iImparred asset
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3  SIGNIFICANT ACCOUNTING POLICIES {continued)

Government grants

Government granis are recognised when it 1s reasonable to expect that the grants will be recenvad and that all related conditions will be met,
usually on subrrussion of a valid clam for payment Government grants in respect of capital expenditure are crecdited to a deferred income
account and are released io the mcome statement over the expected useful kves of the relevant assets by equal annual instalments

Borrowing costs
Borrowing costs are recognised in the income statement in the penod in which thay are incurred, except In the case of arrangement
fees for long-term borrowings, where the fee 1s amortised to the Income statement using the effegtive Interest rate method

Inventones

Inventones are stated at the lower of cost and net realisable value Costis defined as standard cost or purchase price and includes all direct
caosts incurred in bringing each product to its present location and condition Net realisable value 15 based on estimated selling price less any
further costs expected to ba incurred prior to completon and disposal

Leasing and hire purchase commitments

Assets hetd under financa leases and hire purchase contracts are capitaksed in the balance sheet and are depreciated over the shorter
of therr lease period and useful lfe The corresponding lease or hire purchase obligation 1s capitahised in the balance sheet as a hability
The interest element of the rental obligation 1s charged to the ncome statement over the penod of the lease and represents a constant
proportion of the balance of capital repayments outstanding

Rentals applicable to operating leases, where substantially all the benefits and risks remain with the lessor, are charged aganst profits
on a straight ine basis over the perod of the lease

Research and development costs

Expenditure on research, which 1s ncurred up to the pont of manufacturing validation, 1s written off as incurred Thereafter, expenditura
on product development which meets certan cntena 1s capitalised and amortised over its useful ife The manufactunng validation stage

15 when itis probable that the product will generats future economic benefits, and the following critena have been met technical feasibility,
intenticn and abiity to sell the product, avattability of resources to complete the development of the product, and the ability to measure
the expenditure attnbutable to the product The useful lie of the intangible asset 1s determined on a product by product basss, taking

into cons:deration a number of factors Development costs previcusly recognised as an expense are not recognised as an asset na
subsequent pernod

Exceptional items

The group presents as exceptional tems on the face of the iIncome statement, those matenal items of income and expense which, because
of the nature and expectad nfrequency of tha events giving nse to them, ment special presentation to allow shareholders to understand
better the elements of financial performance i the year, so as io facilitate companson with pnor periods and to assess betier trends In
financial performance

Cash and cash equivalents

Cash and cash equivalents in the balance sheet comprise cash at banks and in hand and short-term deposits with an onginal ratunty
of three months or less

Trade recevables

Trade recewvables are recegnised and carned at the lower of ongina! invoice amount and recovarable amount A provision for doubtful
amounts 1s made when there 1 objective evidence that collection of the full amount 1s no longer probable Balances are wntten off when
the probabilty of recovery is assessed as remote Payment terms vary from payment in advance to 90 days

Share-based payments

Equity-settied transactions

For eguity-settled transactions, the group measures the award by reference to the far valus at the date at which they are granted and tt
15 recognised as an expenss over the vesting penod, which ends on the date on which the relevant employees become fully entitled to
the award Farr value is deterrined using an appropnate pricing model In valuing equity-settled transactions, no account is taken of any
service and performance {vesting conditions}, other than conditions linked to the pnce of the shares of the Company {market conditions}
Any other conditions which are required to be met in order for an employee to become fully sntiled to an award are considered o be
non-vesting canditions Like market performance conditions, non-vesting conditions are taken inta account in determining grant date far
value No expense Is recognised for awards that do not utimately vest, except for awards where vesting 1s conditional upon a market or
non-vesting condition, which are treated as vesting wrespective of whether or not the market or non-vesting condition is satisfied, provided
that all other performance conditions are satisfied
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Notes to the Financial Statements
(continued)
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3 SIGNIFICANT ACCOUNTING POLICIES (continued)

At each balance sheet date before vesting, the cumulative expense is calculated, representing the extent to which the vesting penod

has expired and management's best estmate of the achievement or otherwise of vasting conditions and of the number of equity instruments
that will utimataly vest or, in the case of an instrument subject to a market or non-vesting condition, be treated as vesting as descrbed
above This ncludes any award where non-vesting conditions within the control of the Group or the employee are not met The movement

in cumulative expense since the previous balance sheet date 1s recogmised in the mcome statement, with a corresponding entry in equity

Where the terms of an equity-settled award are modified or a new award 1s designated as replacing a cancelled or settled award, the cost
based on the oniginal award terms continues to be recognised over the onginal vesting penod In addition, an expense 1S recognised over
the remainder of the new vesting pened for the ncremental fair value of any modification, based on the difference between the fair value

of the onginal award and the farr value of the modified award, both as measured on the date of the modiication No reduction s recognised
if this difference 1s negatve

Where an equity-settled award 1s cancelled, it 1s treated as i it had vested on the date of cancellation, and any cost not yet recogrised in
the iIncome statement for the award 1s expensad immediately Any compensation paid up to the far value of the award at the cancellation
or settlement date 1s deducted from equity, with any excess over fair value being treated as an expense in the Income statement

Pension conirthutions
Contributions 1o parsonal pension plans of employees on a defined contribution basis are charged to the ncome statement in the year
in which they are payable

Income taxes
Current tax assats and habihties are measured at the amount expected to be recovared from or paid to the taxation authorities, based
on tax rates and Jaws that are enacted or substantively enacted by the balance shest date

Deferred income taxs recogrised on all temporary differences ansing between the tax bases of assets and labiliies and ther carrying
armounts In the financial statements, with the following exceptions

+ where the temporary diffarence arises from the intial recogrition of goodwdl or of an asset or labilty in a transaction that 1s not a business
combination that at the time of the transaction affects neither accounting nor taxable profit or loss,

* Inrespect of taxable temporary differences associated with investments in subsidiaries, associates and joint ventures, where the timing
of the reversal of the temporary differences can be controlled and it 15 probable that the temporary differances will not reverse in the
foreseeable future, and

« deferred income tax assets are recogrised only 10 the extent that it 1s probabie that taxable profit will be avallable against wihich the
deductitle temporary differences, carned forward tax cradis or tax losses can be utilised

Defarred income tax assets and llabilibes are measured on an undiscounted basis at the tax rates that are expected to apply when the
related asset s realised or the hability (s setiled, based on tax rates and laws enacted or substantively enacted at the balance sheet date

Income tax and deferred tax 1s charged or credited in other comprehensive Income or directly to equity if it relates to tems that are cradited
or charged in other comprehensive iIncome or directly to equity Otherwise, income tax and deferred tax 1s recognised in profit or loss

Financial instruments
Financial assets, labites and eguity nstruments are classified according to the substance of the contraciual arrangements entered into
An equity instrument 1s any contract that evidences a residual interest in the assets of the group afier deducting all of i1s latnities

Trade recevables do not carry any interest and are stated at therr farr value as reduced by appropriate allowances for estmated rrrecoverable
amounts Trade payables are not interast-bearing and are stated at their far value

Interest-bearing toans and overdrafts are recorded at the proceeds received, less any repayments Accrued interest Is presented as part
of the loans and overdraits batances

A financial asset or liability 1s generally derecognised when the contract that gives nse to it 1s settled, sold, cancelled or expires

Where an existing financial iability 1s replaced by another from the same lender on substantially different terms, or the terms of an existing
kability are substantially moddied, such an exchange or modification is treated as a derecognition of the anginal hability and recognition
of the new liability, such that the difference In the respective carrying amounts together with any costs or fees incurred are recognised

Financial habiies have been recogrised at the present value of the consideration expecied to be payable by discounting the
expected future cash flows at prevading imterest rates At initial recognition, the quantum of hability to be recognised will depend upon
managemeni’s expectation, at that date, of the amount thal would ultmately be payable Where there s a change to the expectation
of an amount of deferred financial lability, the change is reflected through the Income statement Any changes to contingent financial
liabilities are reflected through goodwill
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The Group uses dervative financial Instrumenis to reduce its exposure to fuciuations in Interest rates, both n stering and US dollars

The Group does not hold or 1ssue denvatives for speculative or trading purposes Denvative financial instruments are recognised as assets
and llabilihies measured at therr farr values at the balance sheet date The fair valus of interest rate contracts 1s determined by reference to
market values for similar instruments that have similar matuntes Changes in far value are recogrused in the income statement included i
finance costs, due to the fact that hedge accounting has not been applied Under IAS 39, these denvatives are classified as financial assets
and habilihes at farr value through profit and loss

Financial assets and kabilities that are held for frading and other assets and labiities designated as such on inception are included in this
category Financial assets and liabilities are classified as held for trading If they are acquired for sale in the short-term Dervatives are also
classified as held for trading unless they are designated as hedge instruments Assetis ara carned in the balance sheet at fair value with

gains or losses recognised in the ncome statement

Company’s mvestments in subsidianes
The Company recognises Its investments in subsidiaries at cost The carrying value of investments Is reviewed for impaiment whenever
events or changes In circumstances indicate the carrying value may not be recoverable

New standards and interpretations not applied
IASB and IFRIC have issued the following standards and nterpretabons

International Accounting Standards {JAS/IFRS's)

Effective date*

IFRS 1 First Time Adoption of International Reporting Standards 1 July 2009
IFRS 1 Amendments to IFRS 1 — Additional Exemptions for First-Time Adopters 1 January 2010
IFRS 1 Amendments to IFRS 1 — Limited Exemption from Comparative IFRS 7 disclosures 1 Juty 2010
IFRS 2 Amendments to IFRS 2 - Group Cash-settled Share-based Payment Transactions 1 January 2010
IFRS 3 Business Combmations (revised January 2008) 1 July 2009
IFRS 9 Financial instruments  Classification & Measurement 1 January 2013
1AS 24 Related Party Disclosures {revised) 1 January 2011
IAS 27 Consolidated and separate financial statements (revised January 2008} 1 July 2009
IAS 32 Amendmeni to I1AS 32 Classification of Rights Issues 1 February 2010
IAS 39 Elgible Hedged ltems 1 July 2009

Improvements to IFRS (ssued Aprl 2009)

Various dates

Improvements to IFRS (issusd May 2010)

Various dates

.

International Financial Reporting Interpretations Committee {IFRIC)

Effective date’

- -

IFRIC 14 Amendment Prepayments of a Minmum Funding Regquirement 1 January 2011
IFRIC 17 Distributions of Non-Cash Assets to Owners 1 duly 2009
IFRIC 18 Transfer of Assets from Customers 1 July 2009
IFRIC 19 Extinguishing Financial Liabities with Equity Instruments 1 July 2010

*‘The effective dates stated heare are those given in the onginal IASBAFRIC standards and interpretations As the Group prepares Its financial
statements in accordance with IFRS as adopted by the European Union {EU), the application of new standards and interpretations wili be
subject to therr having been endorsed for vse in the EU via the EU Endorsement mechanism In the majority of cases this will result in an
effective date consistent with that given in the onginal standard or interpretation but the need for endorsement restricts the Group's
discretion to adopt standards early

The Group has not adopted IFRS 3 (revised) eary and so will apply it prospectively to all business combinabions on or after 1 Apnl 2010 Whilst it
15 not possible to estmate the outcome of adoption, the key features of revised IFRS 3 include a requirement for acquisition-related costs to be
expensed and not included in the purchase pnce, and for contingent consideration to be recognised at far value on the acquisition date {with
subseguent changas recognised in the income statement and not as a change to goodwil)

The Directors do not anticipate that the adoption of these standards and interpretations will have a matenal impact on the Group's financial
statements in the penod of initial application
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4 SEGMENT INFORMATION

The Group’s activities are In one business segment diagnostic tesbing kits which the directors consider to be its one operating segment
There are no other significant classes of business, either singularly or in aggregate Accerdingly, the Group's segment reporting 1s by
business segment This structure has been adopted as it 1s consistent with the Group's internal organisatonal and management structure,
and with its system of internal financial reporting to the chief operating decision maker {CODM]), the purposes of evaluating performance,
and making decisions about future allocations of resources

2010 2009

£ £

Segment revenues 6,198,742 5,438,313
Segment result - adjusted profit before tax 589,511 540,439

Adjusted PBT s derived by taking headline profit before tax of £210k (2009 £267k) and adding back IFRS-related net discount charges
of £92k (2009 E£16k), amortisation of intangible assets of £109k (2009 £99k), share-based payment charges of £178k (2008 £78k) and
exceptional cost of mi (2009 £80K)

There are no unallocated expensas

2010 2009
£ £
Assets and habilities
Segment assets 8,329,285 7,519,584
Unallocated assets 820,596 741,643
Total assets 9,149,881 8,261,227
Segment kabilities 862,878 871,725
Unallocated labiities 2,637,115 3,024,281
Total iabilities 3,499,993 3,896,006
Other segment information
Segmery capital expenditure 90,485 134,433
Segment depreciation 102,925 85,484
Segment amortisation of Intangibles 108,750 98,750
Segment impairment of trade recevables 525 455
Segment share-based payments 178,375 77.948

Geographical information

The Group's geographical information 1s based on the location of ts markets and customers Sales to external customers disclosed in the
geographical mformation are based on the gecgraphical location of its customers The analysis of segment assets and capital expenditure
1s based on the geograptvcal location of the assets

2010 2009
£ £

Revenues
UK 861,249 534,157
Eurczone 1,953,229 1,952,073
Qther Europe 211,271 197,065
Nerth Amenca 307,007 217,156
South/Gentral Amenca 327,577 302,162
Asia and Far East 1,365,977 1,212,651
Afnca and Middle East 1,172,432 1,023,049

6,198,742 5,438,313
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2010 2009
£ £
Assets
UK 8,329,285 7,519,584
Unallocated assets 820,596 741,843
Total assets 9,149,881 8,261,227
Liabihties
UK 862,878 871,725
Unallocated labilities 2,637,115 3,024,283
Total habilities 3,499,993 3,896,008
Capital expenditure
UK 90,485 134,433
Unallocated assets compnise cash, Income tax recevable and deferred taxation, derivatve financial nstruments and professional fees
incurred in respect of potential acquistions Unallocated labilities comprise interest-beanng loans, borrowings, other financial labdihies,
derwative financial instruments, deferred taxation, mcome tax payable
Information about major customers
Na single customer accounts for 10% or more of group revenuas
5 FINANCE COSTS
2010 2009
Consolidated £ £
Interest payable on loans and bank overdrafts 35,396 96,120
Exchange difference on loans (41,978) 188,295
Unwinding of discounts 31,131 64,583
Fair value agustment to acquisition 63,826 (57,907}
Fair value adustment to financial dervatives (2,580) 9,871
Finance leases 12,114 11,270
97,909 312,232
6 TAXATION
2010 2009
Consohdated £ £
(a) Income tax expense
Current tax — current year 81,193 59,274
Current tax — prior year adjustrment (48,016) (8,114)
Deferred tax — current year 9,899 19,243
Deferred tax — prior year adjustment {20,167) (24,601}
Tax charge for the year 22,909 45,852
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6 TAXATION (continued)

2010 2009
Consohdated £ £
(b) Reconciliation of total tax charge
Factors affecting the tax charge for the year
Profit before tax 210,008 266,593
Effective rate of taxation 28% 28%
Profit before tax multiphed by the eflective rate of tax 58,802 74,730
Effects of
Expenses not deductible for tax purposes and permanent differences 50,570 65,495
Transfers from previously unrecognised deferred tax asset 25,767 (16,214)
Research and development tax crediis {44,047} (35,444)
Tax over-provided in prior years (68,183) {32,715)
Tax charge for the year 22,909 45,852
7 REVENUE AND EXPENSES
2010 2009
Consolidated £ £
Revenues
Revenue — sales of goods 6,198,742 5,438,313
Finance income 437 6,157
Total revenue 6,199,179 5,444,470
No revenue was derved from exchange of goods or services in ether of the two years
2010 2009
Consolidated £ £
Operating profit 1s stated after chargmng/{crediting)
Deprecigtion 102,925 85,484
Amortisation of intangibles 108,750 98,750
Net foreign exchange losses/igans) 28,146 (94,652)
Research and development costs 209,747 226,068
Imparment of trade receivables 525 455
Operating lease rentals 175,242 174,556
Share-based payments 178,375 77,948
Auditors' remuneration
- Fees payable to the company’s auditors for the audit of the annual accounts 16,000 15,000
~ Fees payable to the company’s auditors for other services
- Taxation 17,050 20,950
- Local statutory audit of subsidiaries 20,000 17,500
- Local statutory audit of the parent company 3,000 2,500
- All other services 11,500 7.500

Al research and development costs were charged directly to administration costs in the income statement
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7 REVENUE AND EXPENSES {continued)

Staff costs
The average monthly number of employees (including Directors} was
2010 2009
Consolidated number number
Operations 43 35
Management and admiristration 21 21
Employee numbers 64 56
Their aggregate remuneration compnsed
2010 2009
£ £
Wages and salanes 1,751,650 1,423,073
Social security costs 168,722 140,265
Pension costs 40,962 45,365
Share-based payments 178,375 77.948
2,139,709 1,686,641

Equity-settled share-based payments
Consolidated and Company
The share-based paymeni plans are descnbed below

EMI Option Scheme and Unapproved Option Scheme

The plans are equity-settled plans and the fair value 1s measured at the grant date Under the above plans, share options are granted to
Directors and employeas of the Company The exercise price of the option is equal to the market price of the shares on the date of grant
The options vest one year after the date of grant and are not subject to any performance critena

The fair value of the options 18 estimated at the grant date using the Black-Scholes pricing model taking into account the terms and
conditions upon which the instruments were granted

The contractual Ife of each option granted 1s ten years and there I1s no cash settlement alternatve

Second Unapproved Option Scheme (SUCS)

The pian s an equity-settled plan and the far value 1s measurad at the grant date Under the above plan, share options may be granted to
third parties for provision of services to the company The exercisa price of the option 1s equal to the market price of the shares on the date
of grant The options vest three years after the date of grant and are not subject to any performance critera

The farr value of the options Is estrmated at the grant date using the Black-Scholes prnicing model taking into account the terms and
conditons upon which the instruments were granted

The contractual life of each option granted is ten years and there 1s no cash settlement alternative

Under the EMI Option Scheme 35,000 opticns lapsed during the year and a further 35,000 were granted Under the SUOS, 70,000 options
were granted in the year

The following table ilustrates the number and weighted average exercise prices (WAEP) of, and movements in, share options dunng the vear

2010 2010 2009 2009

No WAEP No WAEP

Qutstanding 1 Apnil 1,833,289 19 00p - -
Granted during the year under the EMI Option Scheme 35,000 20 29p 1,833,289 19 00p
Granted durnng the year under the SUQS 70,000 28 00p - -
Exercised dunng the year - - - -
Lapsed dunng the year under the EMI Option Scheme {35,000) 19 00p - -
Qutstanding at 31 March 1,903,289 - 1,833,289 -

Exercisable at 31 March 1,798,289 19 00p - -
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7 REVENUE AND EXPENSES (continued)
The following table lists the inputs to the mode! used for the year ended 31 March 2010 and 31 March 2009

EMI Option Scheme and

Unapproved Option Scheme SUOS

2010 2009 2010 2009
Dividend yield 0% 0% 0% -
Expected Volatiity 115% B84% 115% -
Risk-free interest rate 2% 2% 2% -
Weighted average remaining contractual ife 87 97 97 -
Weighted average share pnce 19p 19p 28p -
Exercise price 19p 19p 28p -
Model used Black-Scholes Black-Scholas Black-Scholes Black-Scholes

The expected Iife of the options s based on management’s assumption of the optiens' Iife due to the lack of any historical data on the
exercise peniod of these options The assumphen takes into account the expenence of employess and directors and 18 not necessarily
indicative of exercise patierns that may occur

The expected volatiity reflects the assumption that historical volatiity over a penod similar o the ke of 1he eption I1s indicative of future trends,
which may not necessarnly be the actual outcome

Directors’ remuneration

2010 2009

Consoltdated £ £
Fees 45,000 50,462
Emoluments 281,898 215,000
326,898 265,462

Contributions to personal pension 12,845 13,458
339,743 278,920

Members of a defined contrnibution pension scheme at the year end 3 2
2010 2009

Company e £
Fees 45,000 50,462
Emolumenis 281,898 215,000
326,898 265,462

Information in respect of individual director’s emcluments s provided in the Directors' Remuneration Report on pages 22 and 23
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8 ACQUISITION OF SUBSIDIARIES

On 28 September 2009, the Group acquired 100% of the voting shares of Co-Tek (South Waest) Ltd, an unlisted company in Devon, UK
Co-Tek 1s a manufacturer of staned bactenal suspensions for the diagnosis of bacienal diseases including Typhod, Brucellosis and Rickettsia

The acquisition was accounted for using the purchase method of accounting and the consclidated financia! statements includes the resulis
for the six-manth penod from acgusition date There was no trading in the two days between the acquisiton date and 30 September 2009

The farr values of the identifiable assets and habilities of Co-Tek as at the date of acquisition were

Co-Tek Faur value
book value adjustments Total
£ £ £
Intangible assets - 100,000 100,000
Property, plant and equipment 50,310 - 50,310
Inventories 3,000 - 3,000
Trade and other recevables 66,895 - 66,895
Cash and cash equivalenis 1,554 - 1,564
Trade and other payables (16,079) - {16,079)
Income tax payable (27,780) - (27.780)
Deferred tax liability (1,908) (28,000) {29,908}
Net assets 75,992 72,000 147,992
Goodwill on acquisiion 332,986
480,978
Fair value of consideration 400,000
Acquisition costs 80,978
480,978

Cost of the acquisition

The total acquisition cost of £480,978 for Co-Tek compnsed a cash payment of £400,000 and acquisition costs amounting to £80,978

Funding

Jo fund the cost of the acquisition, the Group raised £1,000,000 (before expenses of £80,807) via the placing of 5,000,000 new ordinary

shares at a price of 20p per share

Cash outflow on acquisition

2010 2009

£ £

Net cash acquired with Co-Tek 1,554 -
Acquisition costs (80,978} -
Cash paid (400,000) -
Defarred cash payment - (61,634)
Contingent consideration payments (101,275) {105,837)
Net cash outflow {580,699) (167,471)
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8 ACQUISITION OF SUBSIDIARIES (continued)

Goodwill
The acquisition of Co-Tek resuited in goodwill of £332,986 This goodwill represents the advantages and synergies which are expected
1o be derved from combining the Co-Tek business with the following elernents of the Omega business

s the additional economic benefit that 1s expected to be dernved from additional revenues of Omega-branded products from iis existing
distnbution network

+ the Omega customer relationships which already exist for its Micropath range

* Strength of existing Omega management team in diagnoshic-related acquisibons

* Existing sales & marketing persennel within Omega

From the date of acquisition, Co-Tek has contnbuted a loss of £1,183 to the Group profit for the year Following the acquisitien, negotiations
with Co-Tek's one main customer continued for a period of ime which eventually resulted in secunng a three-year supply agreement in May
2010 Duning the period from acquisiton to 31 March 2010, supplies to the customer were lower than normal dunng the negotation phase
but the signed agreement now guarantees minimum revenue over the full three-year penod of not less than £480,000 The loss of £1,183 1s
before internal management charges which are reallocated to subsidianes to reflect tharr share of Group Costs and management time spent
on specific projects The combined revenue and profit before tax for the Group, assuming Co-Tek had been acquired at the start of the
period would have been £6,303,893 and £242,026 respectively

The contingent consideration payment amounting to £101,275 (2009 £105,837) was the final sarn-out payment with respect to the

acquisition of Genesis-CNS The earn-out accrued at 7% of sales of relevant products over a three-year period from 1 Novernber 2006
to 31 October 2009

9 INTANGIBLES

Technotogy Customer

Goodwill assets relationship Total
Consolidated [ £ £ £
Cost
At 31 March 2008 . 3,194,351 1,875,000 - 5,169,351
Adjustment related to contingent consideration {133,297) - - {133,297
At 31 March 2009 3,061,054 1,975,000 - 5,036,054
Cn acquisition 332,986 - 100,000 432,986
Adjustment related to contingent consideration (44,182) - - (44,162)
At 31 March 2010 3,349,878 1,875,000 100,000 5,424,878
Accumulated amortisation and impairment
At 31 March 2008 - 57,604 - 57,604
Amortisation charge in the year - 98,750 - 98,750
At 31 March 2009 - 156,354 - 156,354
Amortisation charge in the year - 98,750 10,000 108,750
At 31 March 2010 - 255,104 10,000 265,104
Net book value
31 March 2010 3,349,878 1,719,895 90,000 5,159,774
31 March 2009 3,061,054 1,818,646 - 4,879,700
31 March 2008 3,194,351 1,917,396 - 5,111,747

Imparrment testing of goodwill

The Group tests goodwill annually for impairment, or more frequently if there are indicators of mparment The carrying amount of goodwall
18 ndicated In the table above The net book value of goodwill above for Genesis-CNS amounts to £3,016,892 (2009 £3,061,054) and for
Co-Tek to £332,986 (2009 £ni)

The recoverable amount of Ganesis-CNS and Co-Tek has been determined based on a value in use calculation using cash flow projections
based on the financial budget approved by the Board covening the period to 31 March 2011 The key assumptions used in the budget for
Genesis-CNS are the sales projections which are predicated on the continued success of the Genarrayt™ and Food Detective™ assays
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9 INTANGIBLES (continued)

being commercialised on an international basis and the gross margins which can be achieved from the sales of these products The key
assumption used in the budget for Co-Tek 1s the growth in sales of the Company’s Micropath™ range of products wherse increased volumes
ara dependent upon having accessed a lower manufactunng cost through the acquisition of Co-Tek itself In both cases, the Company also
makas assurnptions In regard to having sufficient producton personnel to cope with Increased volumes The discount rate applied to cash
flows 15 11% refleciing the pre-tax weighted average cost of capital {(WACC) for the group which takes account of other nisks specific to the
business such as currency nsk and price nsk The WACC 1s the weighted average cost of pre-tax cost of debt financing and the pre-tax cost
of equity financing Cash flows bayond the budget penod are extrapolated for Genesis-CNS over the next 4 years and Co-Tek over the next
6 years using a growth rate of 7% that equates to the current growth rate in the IVD industry Thereafter, a ml growth rate has been assumed
for prudence As a result, there has been no mparment to the carrying value of goodwilt

Sensitivity analysis

Base forecasts show headroom of £1 16m above carrying value for Genesis-CNS and headroom of £48,000 above carrying value for
Co-Tek Sensitivity analysis has been undertaken to assess the smpact of any reasonably possible change in key assumptions If the growtn
rate were to drop from 7% to 6% this would have the effect of reducing the headroom in Genesis-CNS by £105,000 over 5 years and in
Co-Tek by £15,000 over 7 years

For Genesis-CNS, the WACC would have to increase to 19 9% or the growth rate would have to be a decline of 5 3% for the headroom to
raduce to nil

For Co-Tek, the WACC would have to increase to 15 3% or the growth rate would have to reduce to 3 8% for the headroom to reduce to nil

The adjustment relating to the contingent consideration amounting to £44,162 resufts from a reassessment of the Genesis/CNS earmout
This 1s further analysed in note 20 Other than the adjustment abova there has been no impatrment to the carrying value of goodwall

10 PROPERTY, PLANT AND EQUIPMENT

Leasehold Plant and Motor

improvements machinery vehicles Total
Consoclidated £ £ e £
Cost
At 1 Apnl 2008 130,200 1,329,319 28,647 1,488,166
Addiions - 134,433 - 134,433
Disposals - {398) (10,479) (10,877)
At 31 March 2009 130,200 1,463,354 18,168 1,611,722
Additons 20,244 70,241 - 90,485
Acquisitions - 50,310 - 50,310
Disposals - {16,292) (18,168) {34,460}
At 31 March 2010 150,444 1,567,613 - 1,718,057
Accumulated amortisation and impairment
At 1 Apnl 2008 52,610 824,402 18,507 895,519
Charge n the year 13,020 69,810 2,654 85,484
Disposals - {391) (8,336) {8,727)
At 31 March 2009 65,630 893,821 12,825 972,276
Charge m the year 14,295 86,563 2,067 102,925
Disposals - {15,155) (14.892) (30,047)
At 31 March 2010 79,925 965,229 - 1,045,154
Net book valua
31 March 2010 70,519 602,384 - 672,903
31 March 2009 654,570 569,633 5,343 639,446
31 March 2008 77,690 504,917 10,140 592,647

The net book value of plant and machinery held under finance leases at 31 March 201015 £225,565 (2009 £280,671)
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11 INVENTORIES

2010 2009
£ £
Raw materials 539,685 527,509
Work In progress 151,810 121,135
Finished goods and goeds for resale 122,849 113,736
814,344 762,380

12 TRADE AND OTHER RECEIVABLES
2010 2009
Consolidated £ £
Trade receivables 1,527,928 1,070,348
Prepayments and other receivables 154,335 184,615
1,682,263 1,254,963

The Directors consider that the carrying amount of trade recervables and other receivables approximates their far value

2010 2009
Company £ £
Prapayments and other receivables 39,449 42,852
Due from subsidiary companies 1,338,548 743,419
1,377,997 786,271
Analysis of trade receivables

2010 2009
Consolidated £ £
Neither impaired nor past due 1,076,588 838,042
Past due but not impaired 451,340 232,306
2010 2009
Company £ £
Neither impaired nor past due 1,338,548 743,419

Ageing of past due but not imparred trade receivables
2010 2009
Consolidated £ ¢
Up to 3 months 377,461 202,732
Between 3 and 6 months 51,808 23,935
More than 6 months 22,071 5,830

The Directors consider that the carrying amount of trade receivables and other recewvables approximates therr far value

The credit qualty of trade receivables that are neither past due nor iImparred 1s assessed internally with reference to historical information
relating to counterparty default rates
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13 INTEREST-BEARING LOANS AND BORROWINGS AND FINANCIAL INSTRUMENTS

2010 2008
Consolidated £ £
Current
Bank loans 280,890 290,710
Obhgations under finance leases 62,795 81,594
343,685 372,304
Non-current
Bank loans 421,335 726,776
Obhgations under finance leases 73,391 136,322
Other loans 1,098,765 1,012,165
1,593,491 1,875,263
Bank loans compnse the following
£702,225 variable rate loan 2012 (pase rate + 2 0% 2009 base rate +2 0%) 702,225 1,017,488
702,225 1,017,488
Less current instalments {280,890) {290,710}
421,335 726,776

The Group uses finance leases and hire purchase contracts to acquire plant and machinery These leases have terms of renewal but no
purchase options and escalation clauses Renewals are at the option of the lessee Future minmum payments under finance leases and hire

purchase contracis are as follows

2010 2009
£ £
Future minimum payments due
Not later than one year 70,113 93,807
After one year but not more than five years 76,909 147,223
147,022 241,030
Less finance charges allocated to future perods 10,836 23,114
Present value of minmum lease payments 136,186 217,916
The present vatua of minimum lease payments 1s analysed as follows
Not later than one year 62,795 81,594
After one year tut not more than five years 73,3 136,322
136,186 217,918
2010 2009
Consolidated € £
Other loans cempnse the following
Vendor loan — 2014 (base rate) 1,098,765 1,012,165
1,098,765 1,012,165

The term loans are secured by a floating charge over the assets of the Group Cross guarantees between Omega Diagnostics Group PLC,
Omega Diagnostics Limited, Genesis Diagnostics Limited and Cambndge Nutntonal Sciences Limited are in place, and Omega Diagnostics
Group PLC has given the Bank of Scotland a debenture secured over the assets of the Company Two Directors have also provided personal

guarantees of £100,000 in support of the term toan
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13 INTEREST-BEARING LOANS AND BORROWINGS AND FINANCIAL INSTRUMENTS {continued)

There are two Bank of Scotland term loans of £300,000 (2009 £420,000) and US$611,100 (2009 US$855,540) repayable in equal menthly
instalments of £10,000 and US$20,370, both with a maturty date of 4 September 2012

2010 2009
Company € £
Current
Bank loans 280,890 290,710
280,890 290,710
Non-current
Bank loans 421,335 726,776
Other loans 1,098,765 1,012,165
1,520,100 1,738,941
Bank lgans comprise the foltowing
£702,225 vanable rate loan 2012 (base rate + 2 0% 2009 base rate +2 (%) 702,225 1.017.486
702,225 1,017,486
Less currant instalments {280,890) {290,710)
421,335 726,776
2010 2009
Company £ £
Other loans compnse the following
Vendor loan - 2014 (base rate) 1,098,765 1,012,165
1,098,765 1,012,165
14 TRADE AND OTHER PAYABLES
2010 2009
Caonsohdated € £
Trade payables 608,136 667,967
Socal secunty costs 82,737 42 682
Accruals and other payables 202,005 161,176
862,878 871,725

Trade payables and other payables comprnise amounts outstanding for trade purchases and ongoing costs The Directors consider that ihe
carrying amount of trade payables approximates therr farr valug

2010 2009

Company £ £
Trade payables 38,748 91,885
Accruals and other payables 63,331 67,718
Due to subsidiary companies 337,086 396,875
439,165 556,478

Trade payables and other payables compnse amounts outstanding for trade purchases and ongoing costs The Directors consider that the
camying amount of trade payables approximates therr far value
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The deferred tax asset 1s made up as follows
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2010 2009
Consohdated £ :
Decelerated capital allowances 14,009 18,228
Temporary differences 7,483 23,061
Tax losses camed forward 74,582 66,241

96,074 107,530
2010 2009
Company £ £
Tax losses carried forward - -
Temporary differences - 16,214
- 16,214
A deferred tax asset has been recognised for the carry forward of unused tax losses to the extent that it 15 probable that future taxable
profits will be avallable aganst which the unused tax losses can be utlised
The deterred tax hability 1s made up as follows
2010 2009
Consohdated ¢ .
Fair value adjustments on acquisition 571,332 564,481
Accelerated capital allowances 11,917 10,584
583,249 575,065
16 SHARE CAPITAL
2010 2009
Company number number
Authorised share capital
Crdinary shares of 4 pence each 77,500,000 77,500,000
Defarred shares of 0 9 pence each 600,000,000 600,000,000
Issued and fully paid share capital
At the baginning of the year 15,632,907 14,875,694
Issued dunng the year 5,600,000 757,213
At the end of the year 20,632,907 15,632,907
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16 SHARE CAPITAL (continued)

2010 2009
£ ¢
Shares allotted for cash
Aggregate nominal value 200,000 -
Share premium 800,000 -
Expense of Issue {80,807) -
Consideration received 919,193 -
Shares allotted for non-cash consideration
Aggregate nominal value - 30,289
Share premium - 575,482
Increase in 1ssued capital - 605,771
2010 2009
Consolidated number number
Issued and fully paid share capital
Al the beginning of the year 15,632,907 14,875,694
{ssued dunng the year 5,000,000 757,213
At the end of the year 20,632,907 15,832,907
2010 2009
£ £
Shares allotted for cash
Aggregate nominal valus 200,000 -
Share premium 800,000 -
Expensa of 1ssue {80,807) -
Consideration received 919,193 -
Shares allotted for non-cash consideration
Aggragate nominal value - 30,28S
Share premium - 575,482
Increase in 1ssued capital - 605,771

On 28 September 2009, the Gompany 1ssued 5,000,000 ordinary shares of 4p each at a pnce of 20p per share The costs involved in the
share 1ssue were £80,807

The Gompany granted warrants to those shareholders in Quintessentially English plc, on the register just pnor to the reverse fransaction
n 2006 These warrants entitled those shareholders to subscrbe far a total of 139,710 new ordinary shares The warrants had an exercise
price of 80p per share and an expiry date of 19 September 2009 None of the warranis were exercised

During the year to 31 March 2009, the Company granted options over 1,833,289 ordinary shares at an exercise price of 19p per share
The options will expire If not exercised within ten years of the date of grant

Additional shares were 1ssued in the financial year 2009 1o the onginal shareholders of Omega Diagnostics Limited in settlement of the
earn-out of £605,771 The number of new ordinary shares 1ssued was 757,213
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Operating lease commitments
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Future minmum rentals payable under non-cancellable operating leases are as follows

2010 2009
Consohdated £ £
Land and buldings
Withun 1 year 163,374 163,374
Within 2 to 5 years 211,186 374,559
Other
Within 1 year 11,869 10,599
Within 2 to 5 years 26,265 22,31
After & years - -

Land and buidings leases in force for Omega Diagnostics Lid premises extend to June 2011, at which point they may be re-negctiated

The land and bulldings leases in force for the premises of Genesis Diagnostics Ltd and Cambndgs Nutntional Sciences extend to

March 2013, at which point they may be re-negotiated

Other leases are in force for office equipment items and extend to tme penods ranging from June 2011 to May 2014 The leases may be

axtended at the expiry of therr term

Performance bonds

The Group has performance bonds and guarantses in place amounting to £30,000 at 31 March 2010 (2009 £30,000)

18 RELATED PARTY TRANSACTIONS

Remuneration of key personnel

The remuneration of the Directors, who are the key management personnel of Omega Diagnostics Group PLC, 15 set out below in aggregate

for each of the categones specified in IAS 24 Related Party Disclosures

2010 2009

£ £

Short-term employee benefits 326,898 265,462
Share-based payments 153,002 66,468
Post-employment benefits 12,845 13,458
492,745 345,388

Included within short-term employee benefits are amounis pad to MBA Consultancy of £25,000 (2009 £25,000), a company controlled by
David Evans and £15,000 (2002 £16,250) to Alberdale Catalyst Lid and £5,000 (2009 £nil) to Holdmer Associates Ltd, two companies

controlled by Michael Gurmer

Other related party transactions

Duning the year there have been transactions between the parent Comparny, Omega Diagnostics Limited, Genesis Diagnostics Limited,
Cambndge Nutriional Sciences and Co-Tek (South West) Lirmited, largely relating to payment of fees The amounts outstanding at the year

end are as follows

oDG [o] 0/ Genesis CNS Co-Tek
At 31 March 2010 £ £ £ £ [
Omeqga Diagnostics Group PLC (Entity) - (1,016,639) (309,680) 337,086 (12,219)
Omega Diagnostics Limited 1.016,639 - 77,639 889 9,458
Genesis Diagnostics Limited 309,690 {77.639) - {462,581) -
Cambndge Nutritional Sciences Limited {337,086) {889) 462,581 - -
Co-Tek (South West) Limited 12,219 (9,458) - - -




5 4 Financial Statements Annual Report and Accounts 2010
www OImegadiagnas ics.com

Notes to the Financial Statements

(continued)
o

18 RELATED PARTY TRANSACTIONS (continued)

0DG ooL Geneasts CNS Co-Tek
At 31 March 2009 £ £ £ £ £
Omega Diagnostics Group PLC (Entity) - {743,413} 187,660 209,215 -
Omega Diagnostics Limited 743,419 - 59,394 (7,163) -
Genasis Diagnostics Limited {187.,860) {69,394} - (96,035) -
Cambndge Nuintional Sciences Limited (209,215) 7,163 96,035 - -

Co-Tek {South West} Limited - - - - -

During the year there were transactions between the Company and its subsid:ares as follows

2010 2009

£ £

Balance at 1 April 346,544 580,515
Charges to subsidiary companies 1,190,833 959,658
Charges from subsidiary companies {511,886) (290,286)
Transfers of cash to subsidiary companies 821,000 802,509
Transfers of cash from subsidiary companies (845,030) {1,685,851)
Balance at 31 March 2010 1,001,461 346,644

Related party transactions in connection with the aborted transaction are disclosed in Note 19 below There were no balances outstanding
at the year end Note 13 discloses personal guarantees made by two of the Directors in suppon of the bank term loan Under the Omega
sarn-out (see Note 16), two of the Directors were 1ssued with 420,567 ordinary shares In the Company with a market value of £127,222 at
the time of 1ssue

19 EXCEPTIONAL ITEMS

Exceptional administration costs

Dunng the year to 31 March 2010, there were no exceptional administration costs Buring the year to 31 March 2009, the Company

was involved in the planned acquisiion of ancther company which required the Company to rasse new funds to complete the acquisition

The funding environment detenocrated throughout the process, due to the turmoil in worldwide financial markets and, in early November,

the Company concluded that due to these challenging circumstances it was not possible to raise suffictent funds to complete the transaction
The Company ncurred costs of £265,920 in connection with the aborted transaction but it was abte to significantly reduce the impact of these
costs fo 30% of the total by obtaining indemnities from third parbes for 70% of these costs Among these third parties were Or Mike Walker and
Dawid Evans who agreed to cover 30% and 10% of the costs respectively under an agreement entered into on 3 September 2008 As a result
the financial Impact of the aboned transaction to the Company was kmited to £80,201 Due to the one-off nature and value of these costs, they
are separately disclosed and treated as an exceptional item in the income statement so that they do not impact on the resulis from normal
trading operations
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Consolidated and Company £
As at 1 Aprl 2008 935,312
Fair valus adjustment to Genesis-CNS earn-out through finance costs 41,173
Fair vatue adjustment to Genesis-CNS earn-out through goodwill {133,296}
Genesis-CNS earn-out paid in year (105,837)
Shares allotted for non-cash consideraton o settle Omega eam-out {605,772}
As at 31 March 2009 131,580
As at 1 Apnl 2009 131,580
Far value adjustment fo Genesis-CNS earn-out through finance costs 13,857
Far value adjustrment to Genesis-CNS earn-out through goodwill {(44,162)
Genesis-CNS earn-out paid in year (101,275)
As at 31 March 2010 -
The earn-out relating to Genesis/CNS amounting to £131,580 in 2009 was contained within current financial labilities
21 INVESTMENTS
Company
The Company's nvestments in subsidiaries which are all 100% owned are compnsed of the followang
2010 2009
£ £
Investment in Omega Diagnostics Limnited 1,752,884 1,752,884
Investment in Genasis Diagnostics Limited 1,815,623 1,845,065
nvestment v Cambridge Nutrittonal Sciences Limited 4,063,553 4,078,274
Investment in Go-Tek {(South West) Limited 480,978 -
Investment 1n Bealaw (692} Limited 1 1
Investment in Bealaw (693} Limited 1 1
8,113,040 7,676,225

The movement in the cost of the nvestment in Genesis Diagnostics Lid of £29,442 reflects the change to the earn-out calkculation under IFRS 3
The movemnent in the cost of the iInvestment in Cambndge Nutnbional Sciences Ltd of £14.721 reflects the change to the earn-out calculation
under IFRS 3 Bealaw (692) Limited and Bealaw (693) Limited are both dormant compames which have never traded
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22 EARNINGS PER SHARE

Basic earnings per share are calculated by divding net profit for the year attributable to ordinary equity holders of the Group by the weighted
average number of ordinary shares outstanding durng the year

Diluted earmings per share are calculated by dividing the net profit attnbutable to ordinary equity holders of the Group by the weighted
average number of ordinary shares outstanding dunng the year plus the weighted average number of ordinary shares that would be 1ssued
on the conversion of all the ddutive potential orcinary shares into ordinary shares Diluting events are excluded from the cafculation whan the
average market price of ordinary shares 1s lower than the exercise price

2010 2009

£ £

Net profit attributable fo equity holders of the Group 187,099 221,041
2010 2009

Number Number

Basic average number of shares 18,153,455 15,356,891
Share cptions 471,581 -
Diluted weighted average number of shares 18,625,036 15,356,991

Earmings per share before exceptional items

The Group presents as excepticnal items on the face of the income statement, those matenal items of Income and expense which, because
of the nature and the expected infrequency of the events gving nise to them, ment separate presentation to allow shareholders to understand
better the elements of financial performance in the year, so as to faciitate companson with prior pericds and to assess better trends in
financial performance

To this end, basic and diluted earnings per share are also presented on this basis using both the basic and diuted weighted average number
of ordinary shares

Net profit before exceptional iterms attnbutable to equity holders of the Group 1s denved as follows

2010 2009

£ £

Net profit attrnbutable to equity holders of the Group 187,099 221,041
Exceptional tems - 80,301
Profit before exceptional items attnbutable to equity holders of the Group 187,099 301,342

23 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s principat financial nstruments compnse loans, finance leases and cash The main purpose of these financial instruments s
to manage the Group'’s funding and hquidity requirements The Group has other financial instruments, such as trade recaivables and trade
payables, which anse directly from its operations The prnncipal financial nsks to which the Group 1s exposed are those relating to foreign
currency, cradit, hquidity and interest rate These nisks are managed in accordance with Board-approved policies

Foreign currency nsk

The Group buys and sells goods and services in currencies other than the functional currency of its operatons The Group has US dollar
and euro denominated bank accounts Where possible, the Group will offset currency exposure where purchases and sales can be made
from these foreign currency bank accounts The Group's non-sterkng revenues, profis, assets, iabilties and cash flows can be affected by
movements in exchange rates It s Group palicy not to engage in any spaculative transaction of any kind At 31 March 2010 {and 31 March
2009} the Group has not entered into any hedge transactions
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23 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES {continued)

The following table demonstrates the sensitivity to a possible change in currency rates on the Group’s profit before tax through the impact
of sterling weakening against the US dollar, the euro and the Canadian dollar

Effect on
profit before tax
Decrease in and equrty
currency rate £
2010
Trade and other receivables 5% 33,635
Trade and other payables 5% {8,593}
Cash and cash equivalents 5% 10,519
Bank loans 5% (21,170)
2009
Trade and other receivables 5% 15,626
Trade and other payables 5% (7,510)
Cash and cash equwalents 5% 16,452
Bank loans 5% (31,447)

Anincrease In currency rate of 5% would have a similar opposte effect The sensitvity around bank loans above represents the entire iImpact
on the Company's profit before tax and equity

Credit nsk

The Group's credit nsk I1s pnmarily attrbutable to its trade recevables The Group conducts its cperations In many countries, so there I1s no
concentration of nsk in any one area In most cases, the Group grants credit without security to its customers Credit worthiness checks
are undertaken before entering Into contracts with new customers, and credit imits are set as appropnate The amounts presented in the
batance sheet are net of allowance for doubiful recevables An allowance for mparrment 1s made where there 1s an \dentifiable loss event
which, based on previous expenence, 1S evidence of a reduction in the recoverability of cash flows

Capttal management
An explanation of the Group’s caprtal management process and objectives 1s set out in the Capital managament section on page 17 of the
Financial Review

Liquidity nisk
The Group's objective 1s to mantain a balance between continuity of funding and flexibility of working capital arrangements through the use
of bank loans The Group also maintains its avarable financial assets to ensure conbnued liquidity
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23 FINANCIAL RISK MANAGEMENTY OBJECTIVES AND POLICIES {continued)

The table below summarises the matunty profile of the Group’s financial kabifites at 31 March 2010 based on the undiscounted cash flows of
llabiliies based on the earliest date on which the group can be required to pay

Less than Ato 12 1to S Mora than

3 months months years Syears Total
Consohdated £ £ £ £ £
2010
Trade and other payables 616,258 - - - 616,258
Obligations under finance leases 20,242 49,871 76,909 - 147,022
Bank loans 74101 219,864 428,514 - 722,479
Vendor loan - - 1,200,168 - 1,200,168

710,601 269,735 1,705,591 - 2,685,927
2009
Trade and other payables 691,078 - - - 691,078
Oblgations under finance feases 24,468 69,339 147,223 - 241,030
Bank loans 78,784 233,686 749,135 - 1,061,805
Vendor loan - - 733,334 478,337 1,211,671

794,330 303,025 1,629,692 478,337 3,205,384

The table below summanses the matunty profile of the Company’s financial labitites at 31 March 2010 based on the undiscounted cash
flows of labiities based on the earliest date on which the Company can be required to pay

Less than 3to12 1to5 Mare than
3 months months years 5 years Total
Company £ £ £ £ £
2010
Trade and other payables 375,835 - - - 375,835
Bank loans 74,101 219,864 428,514 - 722,479
Vendor loan - - 1,200,168 - 1,200,168
449,936 219,864 1,628,682 - 2,208,482
2009
Trade and cther payables 488,760 - - - 488,760
Bank loans 78,784 233,686 749,135 - 1,061,605
Vendar loan - - 733,334 478,337 1,211,671
567,544 233,686 1,482,469 478,337 2,762,036

Interest rate nsk

All of the Group's borrowings are at vanable rates of interest The Group has an exposurs to Intarest rate nsk on changes in US dollar and
sterling nterest rates To manage the interest rate nsk, the Group has taken out interast rate hadgs instruments relative to the two bank loans
which will be repaid by September 2012 The change in far value of these interest rate hedge instruments has been taken to the income
statement n full
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23 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

The following table demonstrates the sensitvty to a possible changa in interest rates on the Group's profit before tax through the impact
on floating rate barrowings and cash balances

Eftect on

profit before tax

{ncrease in and aquity

Consolidated basis ponts £
2010

Cash and cash eguivalents 25 1,614

Bank loans 25 (2,150}

Vendor loan 25 {2.750)
2009

Cash and cash equivalents 25 1,406

Bank Ioans 25 (2,639)

Vendor loan 25 (2,750)

The following table demonstrates the sensitivity to a possible change in Interest rates on the Company's profit before tax through the impact
on floating rate borrowings and cash balances

Effect on

profit before tax

Increase in and equity

Company basis ponts £
2010

Cash and cash equivalents 25 159

Bank loans 25 (2,150)

Vendor loan 25 (2,750)
2009

Cash and cash eguvalents 25 240

Bank lgans 25 (2,639)

Vendor loan 25 {2,750}

Fair values |
The carrying amount for all categories of financial assets and habiities disclosed on the balance sheet and in the related notes to the I
accounts 1s equal to the farr value of such assets and liablities as at both 31 March 2010 and 31 March 2009 The monetary value

attributable to these financial assets and habilities 1s the same value that has been disclesed in the related notes to the accounts

The valuation methods used to far value the financial assets and liabilities have been disclosed in Note 3 of the Notes to the Financial
Staternents under the heading of Financial instruments

The carrying amount recordad in the balance sheet of each financial asset as at 31 March 2010 and 31 March 2009, including denvative
financial Instruments, represent the Group's maximum exposure to cradit nsk
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23 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES {continued)

Denvative financial instruments

The Group uses the following hierarchy for determining and disclosing the farr value of nstruments by valuation technique

Level 1 quoted {unadjusted) prices In active markets for identical assets or liabiities,

Level 2 other techruigues for which all nputs which have a significant sffect on the recorded far value are observable, erther directly

or indirectly, and

Level 3 techniques which use inputs which have a significant effect on the recorded farr value that are not based on observable

market data

The far value of the financial dervatives, detaled below, have been valued using the hierarchy above and have been categonsed as level 2

2010 2000
Consolidated and Company £ €
Inciuded in non-current assets
Interest rate instruments 196 599
Included in non-current labilities
Interest rate instruments 7,017 10,700

The denvaiwe financial nstruments comprise

a) annterest rate cap of 5 5%, the floating rate option being Bank of England daily base rate
b) aninterest cap and floor of 5 0% and 2 25% respectively, the floating option rate being USD-Libor

The Greoup does not hold or 1ssue denvatives for speculative or trading purposes
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Notice of Annual General Meeting

Notice 1s hereby given that the Annual General Meetng of the Company will be held at the offices of the Company, Omega House,
Hillfoots Business Village, Alva, FK12 50Q on 18 August 2010 at 11am for the following purposes

Ordinary busmness

1

2

To receve the reports of the Drectors and the Auditors and the audited acceunts for the year ended 31 March 2010

To reappoint Emnst & Young LLP as Auditors of the Company to hold office until the conclusion of the next general meeting at which
accounts are lad before the Company and that therr remuneration be fixed by the Drectors

To re-elect Mr Andrew Shepherd as a Director of the Company
To elect Mr Geoff Gower as a Director of the Company

That in accordance with section 551 of the Companies Act 2006 the Directors be generally and unconditionally authonsed to allot shares
in the Company or grant nghts to subscnbe for or to corwert any secunty into shares in the Company (“Rights”) up to an aggregate
nominal amount of £412,658 12 provided that this authonty shall, un'ess renewed, varied or revoked by the Company, expire on the
conclusion of the next annual general mesting of the Company save that the Company may, belore such expiry, make an offer or
agreement which would or might require shares 10 be allotted or Rights to be granted and the Directors may allot shares or grant Rights
in pursuance of such offer or agreement notwithstanding that the authority conferred by this resolution has expired This authonty 1s in
substitution for all previous authortes conferred on the directors in accordance with sechon 80 of the Companies Act 1985 or section
551 of the Companies Act 2006, but without prejudice o any allotment already made or to be mads pursuant to such authonty

Special business
Resolutions 6 and 7 are proposed as special resolutions

6

That, conditional on the passing of resolution 5 abowe, and 1IN accordance with section 570 of the Companies Act 2006, the Drrectors be
generally empowered to allot equrty securties {as defined in section 560 of the Companies Act 2006) pursuant to the authonty conferred by
rasolution 5, as if section 561(1) of the Companies Act 2006 did not apply to any such allotment, provided that this power shall be imited to

61 the allotment of equity securities in connection with an 1ssue in favour of the holders of ordinary shares where the equity
securities respectively attributable to the interests of all holders of ordinary shares are proportionate {as nearly as may be) to the
respective number of ordinary shares held by them but subject to such exclusions or arrangements as the Directors may deem
necessary or expedient to deal with fractional entitlements ansing or any legal or practical problems under the laws of any
overseas terntory or the requirements of any regulatory body or stock exchange, and

62 theallotment of equity secunties otherwise than pursuant to sub paragraph 6 1 above up to an aggregate nominal amount
of £163,797 44,

and provided that this power shall expire on conglusion of the next annual general meeting of the Company save that the Company may,
before such expiry, make an offer or agreement which would or might require equity secunties 1o be aflotted after such expiry and the
Directors may allot squity secunties In pursuance of any such offer or agreement notwithstanding that the power conferred by this
resolution has expired

That the draft regulations produced to the meeting and, for the purposes of idantification, mtialled by the Charman be adopted as the
articles of association of the Company in substitution for, and to the exclusion of, the existing articles of association ncluding the relevant
provisions of the memorandum of assecration that would otherwise be treated as provisions of the Articles under section 28 of the
Companies Act 2006

By order of the Board

Kieron Harbinson
Company Secretary
15 July 2010
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{continued)
-

Notes:

1

A member entitled to attend and vote at the mesting corwvenad by the notice set out above 1s entitled to appeint a proxy to exercise all
or any of your rights to attend, speak and vote at the meeting ‘You may appoint more than ons proxy provided sach proxy IS
appointed to exercise nghts attached to different shares A proxy need not be a member of the Company

A form of proxy s enclosed To be effective, it must be deposited at the office of the Company's Registrars, Share Registrars Limited,
Suite E, First Floor, 8 Lion and Lamb Yard, West Street, Farnham, Sumrey GUS 7LE, so as to be received not later than 48 hours before
the time appointed for holding the Annuat General Meeting Cornpletion of the proxy does not preclude a member from subsequently
attending and voting at the meeting in person if he or she so wishes

Copies of contracts of service of directors with the company or with any of its substdiary undertakings, will be available for iInspection
at the registered office of the Company dunng normal business hours (Saturdays and pubiic holidays excepted) from the date of this
notice until the conclusion of the AGM

In accordance with Regulation 41 of the Uncertificated Secunties Regulations 2001, only those members entered on the Company’s
register of members not later than 17 August 2010 or, if the meeting 1s adjourned, sharsholders entered on the Company's register of
members not later than 48 hours befors the time fixed for the adjourned meeting shall be enttled to attend and vote at the meeting

Registered in England and Wales number 5017761

www omegadiagnostics com
Omega Diagnostics Group PLG
Omega House

Hilltoots Business Village

Alva FK12 5DG

Scottand

United Kingdom

Tel +44 (0)1259 763030
Fax +44 (0)1259 761853
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Explanatory note to the Companies Act 2006 aspects of the changes to the
proposed new articles of association

10

Resolution 7 1s a special resclution to adopt amended articles of association of the Company (“Articles”) A copy of the proposed
amended Articles, showing all the changes to the current Articles, 1s avalable on request from the Company Secretary and will be
avallabte at the meeting

Background to the changes

21 Company law has recently been overhauted by the Companies Act 2006 (“the 20086 Act”) The 2006 Act has been corming into
force In stages and the final provisions came into force on 1 October 2009 A number of provisions of the current Articles are
nconsistant with the 2006 Act or are redundant because of the changes made by the 2006 Act The board 1s recommending
that the opportunity I1s taken for a resolution to be put to the AGM to adopt amended Articles to bring them into ine with the
2006 Act and to update statutory references

22 The principal changes proposed to be introduced by the amended Articles are summansed in paragraphs 3 1o 15 below
Minor changes which merely reflect changes made by the 2006 Act have not been noted

Authorised share capital

31  The 2006 Act abolishes the requirement for a company to have an authonsed share capital Directors will still be Imited as
1o the number of shares they can at any time allot because allotment authonty continues to be required under the 2006 Act,
sava in raspect of employee share schemes

32 The effect of this resolution will be to remove the Company's authonsed share captal and the proposed amended Articles
reflect this

Redeemable shares

Under the Companies Act 1985, if a company wished to 1ssue redeemable shares, it had {0 include In iis Articles the terms and
manner of redemption The 2006 Act enables directors 1o determine such matters instead provided they are so authonsed by the
Articles The proposed new article 5 contains such an authorisation The Company has no plans to Issue redeemable shares but,
if it did so, the directors would need shareholders' authonty to Issue new shares in the usual way

Suspension of registration of share transfers

The current Articles permit the directors to suspend the registration of transfers Under the 2006 Act, share transfers must be
registered as soon as practicable The power in the Artictes to suspend the registration of transters is iInconsistent with this
requirament Accordingly, this power does not appear in the proposed amended Articles

Authority to purchase own shares, consolidate and sub-divide shares, and reduce share capital

Under the Companies Act 1985, a company requred specific enabling provisions in its Articles to purchase its own shares, to
consolidate or sub-divide its shares and to reduce its share capital or other undistnbuiable reserves as well as shareholder authonty
{0 undertake the relevant acticn The Articles in ther current form include these enabling prowsions Under the 2006 Act, a company
will only reguire shareholder authority to do any of these things and 1t will no longer be necassary for Articles to contain enabling
provisions Accordingly, the proposed amended Articles do not contan the relevant enabling provisions

Meetings and resolutions

71 Meetings other than annual general mestings are termed “general meetings” under the 2006 Act rather than extraordinary
generai meetings The 2006 Act dees not provide for extracrdinary resclutions or elective resolutions

72 The proposed amended Articles contain updated references accordingly and, whare apphcable, will replace references to
extraordinary resolutions with references to special resolutions

Voting by proxies on a show of hands

The Companies (Shareholders' Rights) Regulations 2009 amended the 2006 Act so that it now provides that each proxy apponted by
a member has one vote on a show of hands unless the proxy 1s appointed by more than one member in which case the proxy has one
vote for and one vote against if the proxy has been instructed by one or more members to vote for the resolution and by one or more
members to vote against the resolution The proposed amended Articles reflect these changes

Voting by corporate representatives
The Companes (Sharehclders’ Rights) Regulations 2009 amended the 2006 Act to enable multiple representatives appainted by the
same corporate member to vote in different ways on a show of hands and on a poll The proposed amended Aricles reflect this position

Memorandum of association

101 The 20086 Act significantly reduces the canstitutionat significance of a company's memorandum It provides that a memorandum
will record only the names of subscribers and the number of shares each subscnber has agreed to take in the company
Under the 2006 Act, the objects clause and all other prowisions which are contained Iin a company's memorandum, for existing
companies al 1 October 2009, are deemed to be contained in the company'’s articles of association

102 The effect of this resolution will be 1o remove all the prowvisions of the Company's memorandum of association which are
deemed to be contained m the Articles  References to the Company’s memorandum of association have been removed from
the proposed amended Articles where appropnate




6

Financial Statements Annual Report and Accounts 2010
WWW Ormegadiagnosics.com

Explanatory note to the Companies Act 2006 aspects of the changes to the
proposed new articles of association (continued)

"

12

13

14

15

Vacation of office by directors

111 There s no lenger a requirement for a director of a public company to retire when reaching the age of 70 The proposed
amended Articles do not contain a reference to retirement by reason of age

112 The Articles specify the crcumstances in which a director must vacate office The changes in the proposed amended Articles
update these provisions to reflect the approach taken on mental and physical incapacity in the model Articles for public
companies produced by the Department for Business, Innovation and Skills

Directors’ conflicts of interest
121 The proposed amended Articles contain updated provisions dealing with directars’ conflicts of interest in line with the 2006 Act
122 The 2006 Act distinguishes between the interest of a diractor in a transaction or arrangement with the company (“Transactional
Conflict”) and an interest or duty of the director which conflicts, or possibly may conflict, with his duty to the company
{“Sriuational Conflict™)
123 Transactional Conflicts
12 31 The 2006 Act requires the director to declare the nature and extent of his interest to the rest of the board Whether or
nct the director can count towards the quorum and vote on the transaction or arrangement depends on the company's
articles of association
123 2 The current Articles provide that a director with a Transactional Conflict — if the director’s interest 1s “matenal” — cannot
count towards the guorum or vote on the matter except in certain Imited crcumstances
1233 The proposed amended Articles update the 2006 Act's requirement to declare the nature and extent of the interest but
continue to exclude the director from the quorum and voing on the relevant resolution except in specified circumstances
124 Situational Conflicts
Directors are under a duty to avoid Situational Conflicts  The 2006 Act provides that the board of directors can authorise
Situational Canflicts provided certain conditions and safeguards are met  For example, the director seeking authonsaton of
the conflict cannot count towards the quorum or vote when the board decidas whether or net to authonse it The proposed
amended Ariicles expressly provide that the board of the Company will have the power under the 2006 Act to authonse
directors’ situational conflicts

Use of seals
The 2006 Act includes a more flexible regime for execution of documents Companies are no longer required 1o have a common seal
and share certificates can be executed other than under seal  The propossed amended Articles reflect this

Electronic communications

The 2006 Act makes 1t easier for companies and ther shareholders to communicate with each other by electronic communication
The proposed amendments to the Arlicles would enable the Company to send notices and other communications by e-mail to
shareholders who have agreed to receve such communications in this manner

Indemnity
The 2006 Act does not provide for auditors to be indemnified out of the Company’s assets  The proposed amended Articles reflect this
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