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Chairman’s Statement

Dear tellow Shareholder,

I'have pleasure in reporting the results of EKF Diagnostics for the year ended 31 Decernber 2011 It has been a year of continued progress with the year-end
numbers being ahead of our expectations in large part due to the contnbution made by our US business

Strategic direction
Before commenting on the results for the year | think it is worth reviewing where we are today and the future direction for the Group

We made our first acquisiion less than two years ago and since then we have made three further acquisibons including one in the financial year just ended The
primary, but not exclusive, focus has been on point-of-car e diagnostics and our product areas have been defined by the companies we have acquired haemoglobin,
glycated haemoglobin, haematocnt, glucose, lactate and acute kidney imury

In seeking to grow ininally through a series of acquisitons, there are imevitable challenges until one reaches a sufficient level of critical mass to drive
signtficant cost synergies through the orgamsation, however, we are not yet at that level !

Our key challenges with a Group spread over nine locations are ones of communication and co-ordination These challenges continue to be met and
I am pleased with the progress that we have made, parucularly n EKF Germany where we have moved from an owner-manzged environment to one capable
of living with the ngours of being a quoted company

We will seek to grow both organ:cally and via acquisibon but it is important for shareholders to understand that we are not seekeng to grow by acquisition at any
cost in endeavouring to achieve a level of critical mass We have reviewed many opporturuties and reached advanced levels of negotiation on more than one
occasion, but ulimately took the deaision not to comimut to a course of action where, although critical mass would have been achieved, it was unclear that future
enhancements n shareholder value would have been reahsed I hope that this sends a clear and obvious message that EKF 1s not engaged in growth by acquisition at
any cost.

Looking forward, in terms of buitding future value, 1 want the Group te focus in three areas

Firstly, to identify areas of unmet climcal need where we believe, either organically or through acquisiion, we can make a difference and provide a better
outcome for both pauent and chinician In that regard we are currently reviewing a number of interesung opportumties, some of which fall within the
framewark of point-of-care and some which do not.

We are becoming more creative in our thinking as to how we exploit these opportumties However, there 1s m reality a imit to how much we can leverage our
existing research and development capabihity, although we are currently examining expansion of our lactate platform into new areas and the underlying
Quotient technology into other disease tests That, however, 1s msufficient for the demands [ am placing on the orgamsaucn in my drive for future giowth
Therefore, we are examining a number of opportunities we are looking to access via corporate ventunng or ather creative mechanisms where that unique
combmnation of mnovation and entrepreneurship is captured Easy to say and difficult to achieve, but we beheve we have a number of such nable
apportumties in our sights

Secondly, to idenufy product hcensing epportumtes which will enhance our overall value to our distribution channel customers We are in active negotiatton
to achieve this We believe we offer many companies market reach they would not otherwise be able to achieve 1 a short timescale

Thurdly, to extend our channel reachin Europe and Asia We will achieve this by extending our direct sales channels in key territories and in Asia through
partnerships that offer the patents in those countries more cost-effective solutions

Acquisition of Stanbio
Stanbio Laboratory LP was acquired in June 2011 for a maximum consideration of $25 9m The Company raised approximately £12 4m net of expenses
through the 1ssue of Ordinary Shat es to fund the acquisition

Stanbio 15 an established 50 year old US-based, medical diagnostic devices distribution and manufactur ing busimess, with a strong brand and rebust product
sales Tt selis a broad range of products (inchuding EKF's Hemo Control device, under the brand name HemoPoint H2), both direct to a igh-quality customer
base and also through a distnbution network focused on North and South America This network complements the existing EKF chstribution channels Stanbio
has an FDA audited faciity in Texas and a facthity 1n Indiana

Stanbio’s preduct portfoho includes the manufacture and sale of chemical reagents used mainly wn laboratories for use across a range of auto analyser
nstruments, haemoglebin p1oducts primarily bought from EKF including both instruments and the microcuvettes, and rapid test strips (such as pregnancy
tests) where Stanbio acts as a distnbutor of products manufactured by third parties

Alere contract

At the same time 4s the acquisition of Stanbio we signed a contract with Alere Inc under which we appomted them as exclusive distributor of our Hemo
Control analyser (sold i the US as the HemoPoint H2) in the US In November 2011 we recerved Clinical Laboratory Improvement Amendments (CLIA)
warver allowing the device to be sold under the Alere name in the US and we shipped HemoPoint H2 instruments and cuvettes to them in March 2012 The
Board believes that access to one of the largest direct sales forces in the North American pont of care market will grow owr man ket share n the US
haemoglobin testing market sigmficantly




Chairman’s Statement

Results overview

Revenue

Revenue for the year was £21 7m (2010 £6 5m) This represented orgamic growth of 24% in EKF Germany and 144% 1n Quotient over the same period
previous year

Gross margin
Gross profit of £10 4m (2010 £2 9m) was achieved This represents a gross margn of 48% (2010 45%) 2010 gross margins have been restated to include
certain direct casts which were previously included in administrative expenses

Administration expenses and cperating profits

Adminmistration costs have risen as a result of the increased investment in sales and finance personnel to aid integranon and to develop the business Research
and development expenditure was £0 9m (2010 £0 1m) of which £0 6m was capitahsed as development costs The Group capitalises development expenditure
only when a successful product launch1s probable and otherwise charges expenditure to the mcome statement immediately The charge for depreciation and
the atnortisation of intangibles was £2 3m (2010 £08m) The operating loss was £2m (2010 £1 9m)

Adjusted earnings before interest, tax, depreciatton and amortisation

Farnings before interest, tax, depreciation and amortisation {EBITDA) for the year was £0 3m (2010 Loss £1 1m) A more meaningful measure 1s considered
to be Adjusted EBITDA of £1 6m (2010 £1 0m) which excludes the effects of share-based payments of £0 8m (2010 £0 2m) and exceptional costs of £0 5m
(2010 £19m)

Exceptional tems and share-based payments

Following a revis:on to International Financial Reporting Standard 3 “Business combinations”, acquisition costs are now expensed immediately Acquisiion
costs expensed during the year were £0 4m (2010 £1 6m} IFRS 3 also requires that mventory within acquired businesses 15 uphfted to fair value, resulung in
a£0 1m (2010 £0 3m} reduction i post-acquisition gross margin These have been teated as exceptional costs Charges for share-based payments were

£0 8m (2010 £02m)

Net finance costs
Net finance costs for the year were £0 3m (2010 £0 2m) This mamly represents the costof servicing the small amount of debt acquired withun EKF and
Stanbio, and the interest element on deferred consideration on acquisitions, offset by interest on deposits

Loss before tax
The loss before tax was £2 4m (2010 £2 1m) The loss 15 in hne with management expectations and was incurred because of the high tevel of exceptional
1tems associated wath acquisition costs, plus the investments required i the development of the Group

Loss per share
The basic loss per share was 135p (2010 3 51p} On a fully diluted basis the loss per share was 1 26p (2010 2 11p) from continuung operations only

Balance sheet

The Group had non-current assets at 31 December 2011 of £44 2 (2010 £26 1m) These consist of plant, property and equipment of £10 6m (2010 £5 5m),
ntangible assets of £33 1m (2010 £20 3m) available-for-sale assets of £0 3m (2010 £0 1m) and deferred tax of £0 2m (2010 £0 2in) The intangible assets
manly relate to the trade names, customer relationships, trade secrets, development costs and goodwll on acquisttions

The Group had cash in hand at 31 December 2011 of £5 3m (2010 £3 2m)

The Group’s main current assets are inventary totalling £4 8m (2010 £3 0m), and debtors of £4 3m (2010¢ £3 6m) Current habihties are £6 5m (2010
£5 1m) Non-current habilities, which consist of deferred consideration on acquisiions of £5 2m (2010 £4 2m), deferred tax habthties of £4 4m (2010 £2 8m)
relating 1o acqusitions and borrowings of £2 1m (2010 £0 3m)

Management and employees
We have sought to strengthen the management team during the period as we moved to establish a Group structure and culture thatis appropriate to meet the
demands of a rapudly growing public listed company

In September Richard Evans was appointed to Group Finance Directer replacing Paut Foulger who had heen undertaking the task on a part-ime basis 1 would
like to thank Paul for all his hard work during his period at the helm His talents have not been lost 1o the Group as he 1s continuing his invalvement in the
capacity of Company Secretary and his on-going contribution is appreciated

in February 2011 Richard Evans was hired by EKF firstly to oversee the transition in Germany from an owner-managed and controlled structure 1o one that
was capable of achieving the growth demands being placed upon that orgamsation Duiing that transiuon period he worked with the previous owner
Berthold Walther to ensure that change was achieved in as effecave a manner as possible Berthold will continue to work in an advisory capaaity for the
Group untl the end of June 2012 and remains a significant shareholder [ would like to thank Berthold for his assistance in this transition period and for
creating cne of the foundation stones on which this Group 1s built.

The day te day operations in Germany are heing managed by Steffen Borlich who was recently appointed as a General Manager Steffen brings with him over
20 years of experience working with EKF across several functiens

Followng the acquiston of Stanbio, the previous awner Bill Pippin has continued in s capacity as CEO and 1s very much commutted to the continued growth
of our operations 1n the Amenicas We have been very fortunate to be able to retain someone of Bill's calibre to tead our American operations

Yesterday we announced the appointment of Tony Wilks as Group Head of Sales [ have had the pleasure of working with Tony at IDS and [ know he 15 capable
of making a significant contribution to the EKF Group

With the acquisition of Stanbio and investment in additional resources, our headcount had reached 295 by the year end Our employees, both new and
established, have had many challenges to face over the year and will have many moren 2012 The Board would like to thank them for their efforts during the
past year We are sure they will cantinue to show the same comnutment and dedication tn the next 12 months




Qutlock

We have had the benefit of a strong tallwind as we completed 2011 and we expect ta continue to grow m 2012 in line with the current imarket expectation
Our first quarter’s tracing wall be broadly in Line wath that It1s important that ow 2011 result s seen i context and that none of us get caried away with a
heightened sense of expectation 2012 remains a transinonal year

We see the growth being achieved across a number of key areas

The launch of Quo-Lab and the striking of a distbution partnership ai rangement with a larger IVD company

The continued penetration of Quo-Test into world markets

The contribution from Alere

The continued process of tendering for Hemo Control and Hemopoint H2 1n developing countries, in United Nations orgamsations and national
btood banks

The launch of BHB to the wider diabetic commuinity thtough the development of a near-patient diagnostic device

We are aiso looking to achieve cost synei gies throughout the Group which should result in increases 1n gross margin once fully implemented

| am genutnely excited by the prospects for EKF Diagnostics and I believe the coi e team have dynamisim and a desire to succeed which will power the business
towards continued growth and success

Dawvid Evans
Executive Chairman




Chief Executive’s Review

EKF Diagnostics performed strangly in 2011 although we have some way to go before the business reaches its full potential We have grown orgamcally and
through acquisinon and have made good progress i developing our pipeline of new products We also mvested ime and resources 1n assessing the Group's
capabihties and completed the integration of the sales, marketng and finance functions Alongside this we have instigated an on going review of Group
manufacturing practices

It1s my behef that these changes have put EKF 1n a strong position to tackle the challenges that lte ahead 1 2012 and begin to realise 1ts business ambitions

Business performance

We conducted a detailed analysis of cur installed customer and product base in 2011 As a result of this we were able to focus our sales effort much more
effecnvely Speafically, we have undertaken a structured review of distributors in territories with a low mstalled base and have set in motion a programme to
drive volume 1n underperforming markets with the objective of increasing market share

The strong second half was the result of a number of factors, including a large order for the Hemo Control haemoglobin analyser from the Mexican insutute of
Social Security, the commencement of shipments of Hemo Control microcuvettes to Peru for an infant malnutrition programme and contimued orders of the
Quo-Test HbAlc analyser It was pleasing to note that in Q4 we shipped our 1,000th Quo-Test analyser

The mcrease in Quo-Test sales 1s primarily due to a more aggressive marketing sti ategy focused on placing products in chnics and small labs, particularly in
China where 1n January we recewed approval from the Safety for Food and Drugs Adnumstrat:on (SFDA}

Towards the end 0f 2011 we recerved a favourable report from SKUP (Scandinavian Evaluation of Laboratory Equipment for Primary Health Care) This study
will enable us to promote Quo-Test to a wider market, particularly in Western Europe where rebates for health tests are sigmificantly higher than in
developing countries

As mentioned in the Chairman's statement | am delighted to welcome Tony Wilks as Group Head of Sales 1 am confident that Tony’s experience and
knowledge of the in-vitro diagnosnics (IVD) sectar will enhance the team that we already have in place and that he wall play a key role in driving sales in 2012

Channel development

It was particularly pleasing to win the tender in Mexico in the face of fierce competition We were able to achieve this through close co-operation between
EKF's manufacturing site in Germany and Stanbio’s sales team m Texas This approach validates the strategy behind the acquisthon of Stanbio The collaboration
between the commercial and manufactuning departments across the Atlantic was very effective and | would tike to thank all involved

1 am also delighted to be able to announce that in March 2012 we shipped the first consignment of HemoPoint H2 instruments and cuvettes to Alere Inc 1n the
Umted States under the terms of our 2011 agreement. The Board believes that access to Alere’s direct sales force, one of the largest in the North American
point of-care market, will sigmificantly grow our market share 1 the US haemoglobin testing market

Another reason for optumism 1s evidence that ‘potnt-of-care” 1s beginning to establish itself in both Eastern Europe, where EKF has an established presence,
and 1 Asia where growth 15 being sumulated by an increasing per capita GDP and a greater inaidence of western diseases such as diabetes With the
mtroduction in 2012 of products aimed at emerging markets, such as Quo Lab and STAT-Site M, we feel we have a product portfolio that meets the needs of
the developing world at a price tallored to these markets

Regulatory

We are in the process of engaging with the US FDA via a Pre-IDE submussion for our Quo-Test Alc analyser Our application process, which 1s being managed
by our expert teams at Quotiert and Stanbio, 1s more rgorous than when previously subnutted by Quotient prior to 1ts acquisiion by EXF It is anticipated
that the subnussion under 510k regulations wall be made in 2012

Investing i the future

lhroughout 2011 we mvested in people and infrastructure As well as welcoming Richard Evans as Finance Director, Cormac Kilty has settled mto his role as
Chief Technology Officer New divisional managers have been put in place 1n Argutus, Quotient and EKF-dhagnostic GmbH in Germany We have also
appomted a Group Head of Marketing who leads our global marketng efforts, as well as a highly experienced team of regional sales managers and an
experienced Group Manufactuning Manager

In May 2011 we opened a new manufacturing plant in Poland in order to cope with increased demand for Hemo Control cuvettes

We continue to invest in Quotient’s facility just outside London, both to imp1ove manufacturing quality and to increase production capacity Duning the year
we invested approximately £0 6m to triple the size of the facity to 900 m? and allow Quotient to meet increasing demand for Quo-Test and the anticipated
demand for Quo-Lab The new facilities include a state-of-the-art clean raom, a dedicated Quality Assurance facihity and expanded warehousing and storage
The mvestment programme at Quotient will continue through the first half of 2012

Product development

The commercial launch of Quo-Lab, a low cost HbA1¢ analyser, and our Biosen HbA lc and glucose analyser are scheduled for the first half of 2012 We
previewed the Quo-Lab with great suecess in November at Medica, the world's biggest medical trade fair Partly as a result of this we are in advanced
negotiations with a number of distributors for Quo-Lab In addition we have received considerable attention from a number of larger comparnues who have
expressed an interest 1n hicensing the technology These discussions are engoing at the time of writing

The addition of other analytes cn to both the Quo-Test and Quo-Lab platforms are currently in development. [t 1s anticipated that we will make further
announcements dunng the second half of 2012

Other new product development projects include a strip based version of the STAT-Site M analyser for testing haemoglobin and -Hydroxybutyrate (BHB)
We also expect to undertake the first in-situ trals of our point-oF-care test for acute kidney injury towards the end of the year This analyser will utilise two of
our proprietary kidney markers

Longer-term opporturuties include a development project for a point of-care coagulaton test, and a pownt-of-care test for Vitamin D




In addition to the development of new products we have a number of programmes in place to drive down the costs of our existing products, thereby
increasimg margins and allowing them to be marketed to a wider1ange of customers

The future

Although 2012 will be another challenging year, with sign:ficant sales and product development milestones to achieve, 1t 1s one we are looking forward to
with opumism We beheve that we have the strategic, commercial and structural corner stones in place to fulfil our ambitions for the Group and its
shareholders

fficer




The Board

1 Dawid Evans

Executive Chairman (aged 51)

David has significant experience and contacts worldwide within the IVD industry and 1s currently Chairman of the following histed compames Omega
Diagnostics Group plc, Epistem Holdings ple and Scancell Holdings plc In addition he was fermerly Chairman of Immunodiagnostics Systems Holdings plc and
BBI Holdings plc (BBI) and Joint-Managing Director of Axis-Shield plc He also sits on the Board of a number of private companies

2 Julan Bamnes

Chief Executive Officer (aged 47)

Juhan was Group CFO of BBl where he undertook a management buyout 1n 2000, a flotation on AIM 1n 2004 and was responsible for selling the business to
Alere Inc (formerly IM! [nc) in 2008 for circa £85 mllien Julian remains on the board as a non-executive director of BBl In December 2009 Juhan became
CLO of the group and successfully completed fund raisings in June 2030 and June 2011 to acquire EKF-diagnostic GmbH Germany Group and Stanbio

3 Adam Reynolds

Non-Executive Director (aged 43)

Adam was a formet stockbroker speciahsing in corpor ate finance He has built, rescued and re-financed a number of public companies He s cutrently a
Director of Orogen Gold Pic, Armscote Plc, Hub Capital Partners Limited, Diablo Consulting Linuted and Wilton International Mar keting Limited

4 Gordon Hall

Non-Executive Director (aged 69)

Gordon has spent many years m the Worldwide IVD arena Much of his experience was gamed with Abbott, before beconung Managing Director of Shield
Diagnostics He subsequently held a number of hugh profile positions 1n hoth private and public companies and 1s currently @ Non-Executive Director of
Nanoco Group plc

5 Richard Evans

Finance Director (aged 54)

Richard qualified as a Chartered Management Accountant tr: 1983 and holds a degree from Edinbugh Umiversity and an MBA from INSEAD Before joining EKF
Richard was Finance Director, General Manager and finally Global Account Ditector at Hitachi Data Systems GmbH He has also held positions at Fisher
Scientafic, TRW Seat Belt Systems, Maxtor Corporation, United Technologies Carrier and Abbot Dhiagnostics GmbH 1n Germany

6 Dr Kevin Wilson

Mon-Executive Director (aged 61)

Kewvin has been on the board of a number of public and private businesses and was Senior Independent Director of BB from its AIM flotation to1ts sale in
2008 He has been active 1n Investment Banking and Stockbroking for 25 years as 4 corporate finance adviser and 15 FSA registered He carmes a PhDin
Finance and an MBA 1n Business and 15 a Visiting Fellow at Manchester Business School and Visiting Senior Lectw er 1n Finance and Accounting at the
University of Lancaster Management School

7 Paul Foulger

Former Finance Director and current Company Secretary {Aged 42)

Paul 1s a qualified certified accountant with extensive public and private company experience having been finance director at First Africa Oil ple, Cielo
Holdings ple, Elsevier Science, Giogen Gold ple and Porta Communicauons ple, amongst others He jointly led a management buy-out of financial
communications group, Hansard in 2004 and has been the Company’s finance director since June 2005 Paul was Finance Director for EKF until September
2011 and currently holds several other directorships Paul holds an MBA from Warwick Business School




Report of the Directors
for the year ended 31 December 2011

The Directors have pleasure in submitting this 1eport together with the audited financial siaternents of EKF Diagnosues Holdings ple for the year ended 31
December 2011

Directors
The Directors who held office duning the year and as at the date of signing the financial statements were as follows

David Evans

juhan Baines

Richard Evans (appownted 28 September 2011)
Dr Kevin Wilson

Adam Reynolds

Gorden Hall

Paul Foulger (resigned 28 September 2011)

Prnapal actvities
During the year the principal acovity of the Group continued to be that of a business focused within the in-witro diagnostic devices (IVD) market place

Business and financial review
The Board of Directors judge the Company’s financial performance by reference to the internal budget which it establishes at the beginning of each financial
year A comprehensive review of the year s given in the Charrman’s Statement on pages 2 to 4 and the Chief Executive's review on pages S and 6

The Group 1s a player 1n the in-vitro diagnostics business and works on the principle of selling value priced instrumentation which generates long-term
revenue streams of consumables The Group has an existing portfolio of technologies which produce these revenues and will add technologies which are
strategically appropriate to this portfohio should they become available providing the additions make economic sense

Future outlook
The Chairman's Statement on pages 2 to 4 and the Chief Executive’s Review on pages 5 to 6 give information on the future outlook of the Group

Key Performance Indicators (KPls}

The key performance wnd:cators currently used by the Group are revenue, adjusted EBITDA and cash resources The Group intends to establish other key
performance indicators in due course once the Group has matured sufficiently The Group does not use and does not at present intend to use non-financial key
performance indicators

Prnaipal nsks and uncertainties

The Directors continually identify, montor and manage the risks and uncertainties of the Group Risk s mnherent 1n all bitsinesses Set out below are certain
risk factors which could have an 1impact on the Group's long-term performance and mutigating factars adopted to alleviate these risks Thus list does not purport
to be an exhaustive summary of the nisks affecting the Group

Management and employees

The Group’s future success will be dependent on key employees and their on-going relationships with customers and suppliers It 15 believed that the Group 1s
of a size that no one individual represents a significant nsk to the Group The Group also encourages customer or supplter contacts to be maintained by more
than one individual Key staff are incentivised through a mixture of sales commission, profit retated bonuses and paracipation tn the Group LTIP and share
option schemes Main Board Directors ai e incentivised as detailed in the Directors’ Remuneration Report.

Politcal nsk
A significant proportion of the Group's revenues are accounted for by agreements in varous countries Any instability in those countries could affect
operations and the revenue of the Group

Regulatory nsk

There can be no guarantee that any of the Group's products will be able te obtain or mamtain the necessary regulatory approvals tn any or all of the territories
in respect of which apphcations for such approvals are made Where regulatory approvals are obtaned, there can be no guarantee that the conditions
attached to such approvals will not be considered too anerous by the Group or its distribution partners i order to be able to market its products effectively
The Group seeks to reduce this risk by developing products using safe, well-charactensed active compounds with known risk profiles, by seeking advice from
regulatory adwisers, consultations with regulatory approval bodies and by werking with expenenced distribution partners

Competitton nsk

The Group’s current and future potential competitors include, amongst others, major multinational pharmaceutical and healthcare companies with
substantzally greater resources than these of the Group There can be no assurance that competitors will not succeed 11 developing systems and products that
are more effective or economuc than any of those developed by the Group, with its distribution partners, or which would render the Group's products obsolete
or otherwise non-competitive The Group seeks to reduce this risk by securing patent registration protection for 1ts products, maintaiming confidentiahity
agreements regarding Group’s know-how and technology, momtoring technological developments and by selecting leading businesses in their respective
fields as distribution partners capable of addressing significant compeuttion, should 1t arise

Intellectual property nsk

The commeracial success of the Group and its ability to compete effectively with other compames depend, amongst other things, on its ability to obtain and
maintain patents sufficiently kroad in scope to provide protection for the Group’s intellectual property rights against third partes and to exploit its
pharmaceutical products The absence of any such patents may have a matenal adverse effect on the Group's ability to develop its business The Group seeks
to reduce this nsk by developing products where legal advice indicates patent protection would be available, seeleng patent protection for the Group's
products, maintaining confidentiality agreements regai ding Group know-how and technology and monitoring technological developments and the



registration of patents by other parties The commercial success of the Group also depends upon not infringing patents granted, now or in the future, to third
parties who may have filed applications or who have cbtained, or may obtain, patents relating to business processes which mght inhibit the Gicup’s abihity to
develop and explowt its own products

Effect of foreign currency

The Group n general does not hedge the foreign currency nsk arising from sales by an operaton denominated in a currency other than its functional
currency ln most cases substantial deposits on such sales are received at the ume of the order and the remaining balances are, to a large extent, matched by
overseas costs In respect of the translation of foreign currency assets, the Group endeavours to match a significant amount of foreign currency assets by
funding overseas operations through borrowings or loans denominated in the local currency

Financial nsk management
The Group has msutgated certain financial nsk management policies and procedures which are set out in note 3 to the financial statements

Going concem

The Directors have considered the apphcability of the going concern basis in the preparation of these financial statements This included the review of
internal budgets and financial results which show, taking into account reasonably probable changes in finaneaial performance that the Group shoutd be able to
operate within the level of its current funding arrangements

After making enquines, the Directors have a reasondble expectation that the Group has adequate reseurces to continue in operational existence for the
foreseeable future The Group therefore continues to adopt the going concern basis of preparation for 1ts consohidated financial statements

Creditors payment policy

It1s the pohicy of the Group to agree appropriate terms and conditiens for its transactions with supphers (ranging from standard written terms to individual
negotiated contracts) and for payment to be made 1n accordance with these terms provided the supplier has complied with its obligations The average
number of day's credit taken by the Group as at 31 December 2011 was 50 days (2010 35 days)

Environment
The Directors consider that the nature of the Group's activities 1s not inherently detmmental to the environment

Employees

The Group places value on the involvement of its employees and they are regularly briefed on the Group's activities The Group closely monutors staff attrition
rates which 1t seeks to mamtam at current low levels and aims to structure staff compensation levels at competitive rates in order to attract and retan hugh
calibre personnetl

Disabled employees
Apphcations for employment by disabled persons are always fully considered, beanng in mind the specific aptitudes of the applicant involved It1s the policy
of the Group that the tramming, career development and promotion of disabled persons, as far as possible, be identical with that of cther employees

Directors’ interests
The interests of those Directors serving at 31 December 2011 and as at the date of signing of these financial statements, all of which are beneficial, in the share
capital of the Company weie as follows

On 31 December 2011 On 1 January 2011

Ordinary Sharesof  Ordinary Shares of 1p each

1p each or on appomntment if later

David Lvans 1,534,325 1,367,660
Juhan Baines 1,550,527 1,357,127
Richard Evans 96,700 96,700
Kevin Wilson 1,137,846 1,017,846
Adam Reynolds 1,936,776 1,021,776
Gordon Hall 339,282 339,282

Substantial shareholdings
As at 16 March 2012, the following interests i 3% or more of the 1ssued Ordinary Share capital had been notfied to the Company

Percentage

Numbeyr of issued

Shareholder of shares share capital
Pershing Nonninees Limited - HECLT 22,013,660 B76%
HSBC Global Custody Nomunee UK - 667656 20,636,364 821%
Vidacos Nomunees Limited - BRITU ] 14,049,018 5 59%
HSBC Global Custody Nomunee Limited - 883031 10,303,349 410%
Nutraco Nominees Lirmted - 761083 9,573,171 381%
Nortrust Nominees Limited - TDS 8,795,118 350%
Nortrust Nominees Limuted - SLFND 7,940,898 3116%
Hargreave Hale Nominees Lunited - LON 8,795,118 350%




Statement of Directors’ responsibilities
The Directors are responsible for preparing the Annual Report and the financial statements 1n accordance with applicable law and regulations

Company law requires the Directois to prepare financial statements for each financial year Under that law the Directors have prepdred the Group and Parent
Company financial statements tn accardance with Internatonal Financial Reporting Standards [IFRSs) as adopted by the European ¥mon Under Company law
the Directors must not approve the financial statements unless they are satisfied that they give a true and fair view of the state of affairs of the Group and the
Company and of the profit or loss of the Company and Group for that penod In preparing these financial statements, the Directors are required to

»  select suitable accounting pohcies and then apply them consistently,

«  makejudgements and accounting eshmates that are reasonable and prudent,

s state whether applicable IFRSs as adopted by the European Union have been followed, subject to any material departures disctosed and explained

n the financial statements, and
. prepare the financial statements on the going concern basis unless 1t 1s tnapp1 oprate to presume that the Company will continue in business

The Directors are responsihle for keeping adequate accounting records that are sufficient to show and explain the Company’s transactions and disclose with
reasonable accuracy at any time the financiat position of the Company and the Group and enable them to ensure that the financial statements comply with
the Compantes Act 2006 They are also responsible for safeguarding the assets of the Company and the Group and hence for taking reasonable steps for the
prevention and detection of fraud and other irregulantes

The Directors are responsible for the mawntenance and integnty of the Company’s website Legislabon in the United Kingdom governing the preparation and
dissenmination of financial statements may differ from legislation in othet junsdictions

Directors hiability insurance

The Company has entered into deeds of indemnity for the benefit of each Director of the Company 1n respect of habilities to which they may become liable 1n
their capacity as Director of the Company and of any Company 1n the Group Those indemnites are quahfying third party indemmity provisions for the
purposes of Section 234 of the Companies Act 2006

Auditors
PricewaterhouseCoopers LLP have expressed their willingness to continue 1n office as auditors and a resolution to 1eappoint them wall be proposed at the
forthcoming Annual General Meeting

Disclosure of information to the Auditors

The Directors who hold office at the date of approval of this report confirm that so far as they are each aware, there 15 no relevant audit information of which
the Company s audiors are unaware, and each Director has taken all the steps that he cught to have taken as a Director in order to make him aware of any
relevant audit information and to establish that the Company’s auditors are aware of that information

Corporate governance
The Company's statement of corporate governance can be found in the Corporate Governance Report on page 20 of these financial statements The Cot porate
Goveinance Report forms part of this Directors’ Report and 1s incorporated nto it by cross-reference

Annual General Meeting
The resclutions to be proposed art the forthcomng Annual General Meeting are set out in the formal notice of the meeting, as set out on page 50

Recommendation
The Board considers that the resolutions to be proposed at the Annual General Meeting are 1n the best interests of the Company and 1t 15 unanimously
recommended that shareholders support these proposals as the Board intends to do in respect of therr own holdings

The Directors’ report was approved by the Board on 21 Maich 2012 and signed on its behalf by

litayd Epns

Richard Evans
Fmance Director
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Corporate Governance Statement

Compliance
The Directors recogmse the value of the principles of the UK Corporate Governance Code (the Code) Although, as an AIM Company, comphance with the Code
1s not required, the Group seeks to apply the Code where practicable and appropriate for a Coinpany of its size

The following statement describes how the Group as at 31 December 2011 sought to address the principles underlying the Code

Board composition and responsibility

The Board currently comprises three executive Directors and three non-executive Directors The Board notes that the Combined Code guidance recommends
that at teast half the Board should compnse independent non executive Directors The Board has determined that Kevin Whison, Adam Reynolds and Gordon
Hall are independent in character and judgement and that there are no relationships or circumstances which could matenally affect or interfere wath the
exerase of thewr independent judgement The Board 1s satisfied with the balance between executive and non-executive Directors which allows it to exercise
objecawvity n decision making and proper control of the Company's business The Board considers 1ts composition 1s appropnate i view of the size and
requirements of the Group’s business and the need to maintain a practical balance between executives and non-executives Due to the structure of the
Company 1t1s considered that it 1s not appropriate to change the successful Board composition at present

All Directors are subject to election by shareholders at the first Annual General Meeting after their appointment, and are subject to re election at least every
three years Non-executive Directors are appointed for a specfic term of office which provides for their removal in certain circumstances, including under
section 168 of the Compames Act 2006 The Board does not automatically re-nomunate non-executive hhrectors for election by sharehelders The terms

of appointment of the non-executive Directors can be obtained by request to the Company Secretary

The Board's primary objective 1s to focus on adding value to the assets of the Group by 1dentifying and assessing business opportunities and ensuring that
potential rsks are idenufied, montored and controlled Matters reserved for Board decisions include strategic long-term objectives and capital structure
of major transactions The unplementatien of Board decisions and day to day operations of the Group are delegated to Management.

Board meetings
11 Board meetings were held during the year The Director's attendance record during the year s as foliows

David Evans (Executive Chairman) 11
julbian Baines (Chief Executive Officer) 11
Richard Evans (Finance Director, appointed 28 September 2011} 2
Kevin Wilson (Non Executive Director) 11
Adam Reynolds (Non Executive Ditector) 11
Gordon Hall {(Non Executive Director)

Paul Foulger (Finance Director, resigned 28 September 2011) 7

Audit Committee
This compnises two non-executive Directors, Kevin Walson (Chairman) and Adam Reynoltds Kevin Wilson 1s the Semor Independent Director and has recent
and relevant finance experience The principal duties of the comnuttee are to review the half-yearly and amual financial statements before their submission
ta the Board and to consider any matters raised by the auditors The Commttee also reviews the independence and objectivity of the auditors The terms of
reference of the Commuittee reflect current best practice, including authenty to

. Recommend the appointment, re appowmntment and removal of the external auditors,

. Ensure the objectivity and independence of the auditors including occasions when non-audit services are provided, and

. Ensure approprate 'whistle-blowing arrangements are n place

The non-executive Directors may seek information from any employee of the Group and obtan external professional advice at the expense of the Company
if considered necessary Due to the relatively low number of personnel employed within the Group, the nature of the business and the current control and
review systems n place, the Board has deaided not to establish a separate internal audit department

Remuneration Committee
The Company has established a formal and transparent procedure for developing policy on executive remuneration and for fixing the remuneration packages
of mdividual Directors No Director 1s involved in deciding his own remuneration

The remuneration committee 1s made up of Gordon Hall (Chairman) and Kevin Wilson The commuttee considers the employment and performance of
indivedual executive Directors and determines their terms of service and remuneration It also has authonty to grant options under the Company’s Executive
Share Option Scheme

The Commuttee meets at least twice a year There 1s a division of responsibilities between the Execunve Chairman, who 15 responsible for the overall strategy
of the Group, and the CEQ, who 1s responsible for implementing the strategy and day to day running of the Group He 15 assisted by the Finance Director

Board appomtments
There is no formal Nominations Committee, the appoimntment of new Directors being considered by the full Board

Internal controt

The Directors are responsible for ensuring that the Group maintaimns a system of internal control to provide them with reasonable assurance regarding the
reliabihty of financial information used withun the business and for publication and that the assets are safeguarded There are inherent mitations in any
system of internal control and accordingly even the most effective system can provide only reasonable, but not absolute, assurance with respect to the
preparation of financial 1eporting and the safeguarding of assets
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The Group, m admumistering its business has put wn place strict authorsation, approval and control levels within which senior management operates These
controls reflect the Group’s crgamisational structure and business objectives The control system mncludes clear lines of accountability and covers all areas of
the organisation The Board operates procedures which include an appropriate control environment through the defimtion of the above organisation
structure and authonity levels and the identfication of the major business risks

Internal financial reporting

The Duectors are responsible for establishing and maintaining the Group'’s system of internal reporting and as such have put in place a framework of controls
to ensure that the on-going financial performance 1s measured 1n a tmely and correct manner and that nsks are idennfied as early as 1s practicably possible
There 1s a comprehensive budgeting system and monthly management accounts are prepared which compare actual results against both the budget and the
previous year They are reviewed and approved by the Board, and revised forecasts are prepared on a regular basis

Relations with shareholders

The Company reports to shareholders twice a year The Corpany dispaiches the notice of its Annual General Meeting, together wath a description of the items of
speaal bustness, at least 21 clear days before the meeting Each substanually separate 1ssue 1s the subject of a separate resolution and all shareholders have the
opportunity to put questions to the Boai d at the Annual General Meeting The Chairman of the Audit and Remuneration Commuttees normally attend the Annual
General Meeting and will answer questions which may be relevant to their work. The Chairman adwvises the meeting of the details of proxy votes cast on each of
the individual resolutions after they have been voted on in the meeting

The Chairman and the non executive Directors intend to mamtam a good and continuing understanding of the objectives and views of the shareholders

Corporate social responsibifity

The Board recogmses that it has a duty to be a good corporate citizen and 1s conscious that its business processes minnmse harm to the environment,
contributes as far as 1s practicable te the local commumities 1n which it operates and takes a responsible and positive approach to employment practices
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Report of the Remuneration Committee
for the year ended 31 December 2011

Statement of compliance

This report does not constitute a Directors Remuneration Report in accordance with the Directors Remuneration Regulations 2007 which do not apply to the
Company as1t1s not fully hsted This report sets out the Group policy on Directors remunerauon, including emoluments, benefits and other share-based

awards
made to each Director

Policy on Executive Directors’ remunerabon

Remuneration packages are designed to motivate and retain executive Directors to ensure the continued development of the Company and to reward them
for enhancing value to shareholders The main elements cf the remuneration package for executive Directors are basic salary or fees, performance related

bonuses, benefits and share option incentives

Drrectors' remuneration
The remuneranon of the Directors for the year ended 31 December 201115 shown below

Salary Benefits 2011 2010
and fees in kind Bonus £'000 £000
Executive Directors

Dawid Evans* 39 - - 39 21
Julian Baines 197 6 63 266 174
Richard Evans** 44 2 42 88 -
Paul Foulger* 67 1 50 118 115
347 g 155 511 310

Non-Executive Directors
Kevin Wilson 25 - - 25 13
Adam Reynolds 38 - - 38 50
Gordon Hall 25 - - 25 15
88 - - 88 78
Total fees and emocluments 435 9 155 599 388

* David Evans remuneration 1s paid through s personal consultancy, MBA Consultancy
** Richard Evans remuneration 1s disclosed from the day of his appeintment on 28 September 2011

*** Paul Foulger remuneration includes £80,000 invorced through Walton Inter national Marketing Linuted, a company 1 which he 1s a director Paul

Foulger resigned as a director on 28 September 2011

Directors’ share options
As at 31 December 2011 the following options to Directors of the Company existed

Option Holder
Option price per

Ordinary Share under option

Number of
Ordinary Shares

Exercise penod

David Evans 15p 8,545,638
Juhan Banes 15p 8,545,638
Richard Evans 20p 4,260,000
Gordon Hall 20p 500,000

1 January 2014 - 31 December 2020
1 |anuary 2014 - 31 December 2020
1January 2014 - 31 December 2020

29 [une 2006 - 28 june 2012

Haif of the options granted to Dawvid Evans and Julian Bawnes and all the options of Richard Evans are subject to the achievement of 15% compound annual
Earnings Before [nterest, Tax, Depreciation and Amartisation (EBITDA) growth for the three years commencing on 1 January 2011 The base EBITDA was
equal to twice the audited EBIT'DA achieved by Group for the six months ending 31 December 2010 The other half of the options granted to Dawnid Evans and
Juhan Baines are condittonal upon reaching the Company’s share price of 45p per share within the three years commencing 1 January 2011

On 28 June 2011, Adam Reynolds and Paul Foulger (current Secretary and former Director) exercised their options over 625,000 Ordmary Shares of 1pat a

prenuum of 19p The potental gain at the date of the exercise of their options was £62,500

The maximum entittements under the bontus and share incentive scheme to Directors to whom awards have been made are set out as follows

Director Maximum share entitlement
Adam Reynolds 883,659
Gorden Hall 400,000
Paul Foulger (Company Secretary and former Director) 883,659
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Independent Auditor’s Report to the Members of EKF Diagnostics Holdings plc

We have audited the Group and Parent Company financial statements (the “financial statements”) of EKF Diagnostics Holdings plc for the year ended

31 December 2011 which compnse the Consolidated Income Statement, the Consolidated Statement of Comprehensive [ncome, the Consolhidated and
Company Statement of Financial Position, the Consohdated and Company Statement of Cash Flows, the Consolidated and Company Statement of Changes in
Equity and the related notes The financial reporting framework that has been apphied 1 their preparation is apphicable law and internatignal Financial
Reporung Standards (1FRSs) as adopted by the European Union and, as regards the parent Company financial statements, as applied 1n accordance with the
provisions of the Companies Act 2006

Respective responsibibities of Directors and Auditors

As explained more fully in the Directers’ Responsibilines Statement set out on page 10, the Directors are responsible for the preparation of the financial
statements and for being satisfied that they give a trize and far view Qur responsibility 1s to audit and express an opinion on the finanoal statements in
accordance with applicable law and Internavonal Standards on Auditing (UK and Ireland} Those standards require us to comply with the Audiang Pracuices
Boatd’s Ethical Standards for Auditors

This report, including the opimons, has been prepared for and only for the Company's members as a body 1n accordance with Chapter 3 of Part 16 of the
Companies Act 2006 and for no other purpose We do not, in giving these opimons, accept or assume responsibility for any other purpose or to any other
person to whom this report 1s shown or into whose hands 1t may come save where expressly agreed by our pnor consentin wiiing

Scope of the audit of the financial statements

An audit involves obtaiming evidence about the amounts and disclosures in

the financial statements sufficient to give reasenable assurance that the financial statements are free from matenal misstatement, whether caused by fraud or
error This includes an assessment of whether the accounting policies are appropriate to the company's circumstances and have been consistently applied
and adequately disclosed, the reasonableness of sigmificant accounting estimates made by the Directors, and the overall presentation of the financial
statements In addition, we read ali the financial and non-financial infor mation 1n the Report and Accounts to dentify material inconsistencies with the
audited financial statements If we become aware of any apparent matertal nusstatements or inconsistencies we consider the implication for our report.

Opinion on financial statements
In our opinion
«  the financial statements give a true and fair view of the state of the Group’s and of the parent Company's affairs as at 31 December 2011 and of the
Group's loss and Group’s and parent Company’s cash flows for the year then ended,
+  the Group financial statemnents have been properly prepared in accordance with [FRSs as adopted by the European Umion,
s  the parent Company financial statements have been properly prepared mn accordance with IFRSs as adopted by the Eurcpean Umon and as applied
1n accordance with the provisions of the Cempanies Act 2006, and
«  the financial statements have been prepared 1n accordance wath the requirements of the Compames Act 2006

Opinion on other matter prescnbed by the Companies Act 2006
In our opinton the nformation given in the Director s* Report for the financial year for which the financal statements are prepared 1s consistent with the
financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following matter s where the Companies Act 2006 requires us to report to you 1f, 1n our opimon
= adequate accountng records have not been kept by the parent Company, or returns adequate for our audit have not been received from branches not
visited by us, or
. the parent Company financial statements are not in agreement with the accounting records and returns, or
*  certain disclosures of directors’ remuneration specified by law are not made, or
*  wehave not recerved all the informanen and explanations we require for our audit

MA \
Ly
Mark C Ellis (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors

Cardiff
21 March 2012
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Consolidated Income Statement

2011 2010
Notes £'000 £'000
Continuing operations
Revenue 5 21,658 6,483
Costof sales {11,277) (3,572)
Gross profit 10,381 2,911
Adrministrauve expenses 6,7 (12,906) (5,271)
Other income 485 430
Operating loss {2,040) (1,930)
Depreciation and amortisation 5 {2,321) (815)
Share based payment {753) (151)
Exceptional items 7 {534) (1,919)
EBITDA before exceptional items and share-based payment 5 1,568 955
Finance income 12 76 2B
Finance costs 12 (396) (187
Loss before income tax {2,360) (2.089)
Income tax (charge)/credit 13 {198) 49
Loss for the year from continuing operations (2,558) (2,040)
Discontinued operations
Loss for the year from disconhnued operations 36 {187) (1.372)
Loss for the year {2,745) (3412)
Loss attributable to
Owners of the parent (2,884) (3.435)
Non-controlling interest 139 23
{(2,745) (3.412)
Pence Pence
Loss per Ordinary Share from continuing and discontinued operations attributable to the equity holders of the
Company during the year
From continuing operations
Basic and diluted 14 (1 26) (211)
From discontinued operations
Basic and diluted 14 {0 09) {140)
Continuing and discontinued operations
Basic loss per share 14 (1 35) (351)

The notes on pages 21 to 49 are an integral part of these consolidated financial statements

The Company has elected tc take the exemption under section 408 of the Compames Act 2006 not to present the parent Company :ncome statement account

The loss for the parent Company for the year was £1,282,000 (2010 £2,112,000)
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Consolidated Statement of Comprehensive Income

2011 2010
Notes £'000 £000
Loss for the year (2,745) (3.412)
Other comprehensive iIncome
Actuarial loss on pension scheme 32 {2) (11)
Fair value adjustment in respect of available-for-sale financial assets 20 155 (6)
Currency translauon differences {408) 705
Other comprehensive (loss)income for the year {255) 688
Total comprehensive loss for the year (3,000) (2,724)
Attributable to
Owners of the parent (3,126) (2,747
Non-contrclling interests 126 23
Total comprehensive loss for the year (3,000) {2,724)

ltems stated above are disclosed net of tax The income tax relating to each component of other comprehensive income 15 disclosed 1n note 13

The notes on pages 21 to 49 are an integral part of these consolidated financial statements
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Consolidated and Company’s Statement of Financial Position
Group Group Company  Company
2011 2010 2011 2010
Notes £°000 £'000 £'000 £'000
Assets
Non-current assets
Property, plant and equipment 16 10,629 5,467 1,674 1,670
Intangible assets 17 33,116 20,260 - -
Investments in subsidiaries 18 - - 15,613 15,613
Deferred tax assets 27 168 217 94 94
Avalable-for-sale financial assets 20 280 135 280 135
Total non-current assets 44,193 26,079 17,661 17,512
Current assets
Inventories 22 4,811 2,983 - -
Trade and other receivables 21 4,273 3,625 23,354 7,210
Available-for sale financial assets 20 51 100 - -
Deferred tax assets 27 67 - - -
Cash and cash equivalents 23 5,338 3,192 2,773 1,766
Total current assets 14,540 9,900 26,087 8,976
Total assets 58,733 35,979 43,748 26,488
Equity attnibutable to owners
Ordinary shares 28 2512 1,681 2512 1,681
Share premum account 28 38,372 23,013 38,372 23,013
Other reserve 31 244 244 - -
Foreign currency reserves 31 1,577 1972 - -
Retained earnings 30 (5,664) (3,686) {4,967) (4.593)
37,041 23224 35917 20,101
Non-controlling interest 386 305 - -
Total equity 37,427 23,529 35917 20,101
Lizbilities
Non-current llabilities
Borrowings 25 2,097 309 - -
Deferred consideration 26 5,222 4,168 1,747 4,168
Deferred tax hiabilities 27 4,434 2,796 - -
Retirement benefit obhgation 32 97 88 - -
Total non-current habilities 11,850 7.361 1,747 4,168
Current liabilities
Trade and other payables 24 4,793 3,969 3,579 2,219
Deferred consideration 26 2,932 - 2,505 -
Current income tax liabilities 317 210 - -
Deferted tax habihtes 27 392 120 - -
Borrowings 25 435 229 - -
Provisions for other habilites and charges 33 587 561 - -
Total current habihties 9,456 5,089 6,084 2,219
Total habihties 21,306 12,450 7,831 6,387
Total equity and liabilities 58,733 35979 43,748 26,488
The nctes on pages 21 to 49 are an integral part of these financial statements
The financial statements were approved and authorised for 1ssue by the Board on 21 March 2012

b Tt/ G
Julian Bai Richard Evans

Chief Executive Officer Finance Dhrector
EKF Diagnostics Holdings plc
Registered no (44347937
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Consolidated and Company’s Statement of Cash Flows

Group Group Company  Company
2041 2010 2011 2010
Notes £'000 £'000 £'000 £°000

Cash flow from operating activities
Cash used 1 operations 35 (169) (1,010) (13,678) (8,558)
Interest pard (158) (167) 4 -
Income tax pawd (479) (232) - -
Net cash used In operating activities (80€) (1,409) (13,682) {8,558)

Cash flow from investing activities
Acquisinon of subsicharies, net of cash acquired 37 (8.689) (8,463) - (5553)
Purchase of property, plant and equipment (PPE) (1,555) (2474) (4} (1.670)
Purchase of intangibles (660) (4) - -
Proceeds from sale of PPE 35 15 3 - -
Proceeds from sale of intangible assets 36 1,220 562 1,220 -
Proceeds from avallable-for-sale financial assets 78 - 78 -
Interest received 8 28 581 109
Net cash {used in)/generated by investing activities (9,583) (10,348) 1,875 (7.114)

Cash flow from financing activities
Proceeds from 1ssuance of Ordinary Shares 28 12,774 14,498 12,774 14,498
New bank loans 450 - - -
Repayments an borrowings {451) (2.616) - -
Dividend payment to non-controlling interest {45) - - -
Repayment of deferred consideration {323) - - -
Net cash generated by financing activities 12,405 11,882 12,774 14,498
Net increasef{decrease) in cash and cash equivalents 2,016 125 967 (1.174)
Cash and cash equivalents at beginning of year 3,192 3,037 1,766 2,940
Exchange gains on cash and cash equivalents 11 30 - -
Cash and cash equivalents at end of year 23 5219 3,192 2,733 1,766
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Consolidated and Company’s Statement of Changes in Shareholders’ Equity

Foreign Non-
Share Share Other currency Retained controlling Total

capital  premium reserve reserve  earnings Total interest equity
Consolidated £°000 £000 £000 £000 £'000 £'000 £'000 £'000
At 1 January 2010 420 4,077 244 1,265 (386) 5,620 - 5,620
Comprehensive income
Loss for the year - - - - (3435) (3,435) 23 {3.412)
Other comprehensive Income
Actuanial loss on pension - - - - (11) (11) - (11)
Fair value adjustment in respect
of available-for-sale financial assets - - - - {6) (6) - (6)
Currency translation
Differences - - - 707 - 707 (2) 705
Total comprehensive income - - - 707 (3,452) {2,745) 21 {2,724)
Transactions with owners
Proceeds from shares 1ssued 1,261 18,936 - - - 20,197 - 20,197
Share-based payments - - - - 152 152 - 152
Total contributions by and distributions
to owners 1,261 18,936 - - 152 20,349 - 20,349
Non-controlling interests ansing
on business combinations - - - - - - 284 284
At 1 January 2011 1,681 23,013 244 1,972 (3,686) 23,224 305 23,529
Comprehensive income
Loss for the year - - - - (2.884) (2,884) 139 (2,745)
Other comprehensive income
Actuanal loss on pension - - - - (2) (2) - (2)
Fair value adjustment in respect
of available-for-sale financial assets - - - - 155 155 - 155
Currency translation differences - - - (395) - (395) (13) (408)
Total comprehensive income - - - {395) (2,731) {3,126) 126 {3,000)
Transactions with owners
Proceeds from shares 1ssued 831 15,359 - - - 16,190 - 16,190
Dividends to non contrelling interest - - - - - - {(45) (45)
Share-based payments - - - - 753 753 - 753
Total contrnibutions by and distnbutions
to owners axn 15,359 - - 753 16,943 {(45) 16,898
At 31 December 2011 2,512 38,372 244 1,577 (5,664) 37,041 386 37,427
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Consolidated and Company’s Statement of Changes in Shareholders’ Equity

continued
Share Share Retained

capital premium  earmings Total
Company £'000 £000 £'000 £°000
As at 1 January 2010 420 4,077 (2,627) 1,870
Comprehensive income
Loss for the year - - (2.112) (2.112)
Other comprehensive iIncoma
Fair value adjustment 1n respect of available-for- sale financial assets - - (6) {6)
Total comprehensive iIncome - - (2,118} {2,118)
Transactions with owners
Proceeds from shares 1ssued 1,261 18,936 - 20,197
Share-based payments - - 152 152
Total contributions by and distnbutions to owners 1,261 18,936 152 20,349
At 1 January 2011 1,681 23,013 {4,593) 20,101
Comprehensive income
Loss for the year - - (1,282) {1,282)
Other comprehensive income
Fair value adjustment 1n respect of available for-sale financial assets - - 155 155
Total comprehensive Income - - (1,127) {1,127}
Transactions with owners
Proceeds from shares 1ssued 831 15,359 - 16,190
Share based payments - - 753 753
Total contributions by and distributions to owners 8N 15,359 753 16,943
At 31 December 2011 2,512 38,372 (4,967) 35917
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Notes to the Financial Statements
for the year ended 31 December 2011

1 General information
FKF Diagnostics Holdings Plc 1s a company incerporated in England and Wales The Company 1s a public hmited company, which is isted on the AIM market
of the London Stock Exchange The address of the registered office 1s 14 Kinnerton Place South, London, SW1X 8EH

The principal actvity of the Group continued to be that of a business focused within the In-Vitro Diagnostic devices (IVD) market place During the year the
Group acquired Stanbio Laboratory LP, a US-based business to further strengthen its pesiion within the [VD industry The Group has presence n UK, US,
Germany, Poland, Russia and [reland and sell throughout the world including Asia

[he financial statements are presented m Briush Pounds Sterling, the currency of the pnimary econom:c environment 1n which the Company’s headquarters
1isoperated The Group compnses EKF Diagnostics Holdings Plc and its subsidiary Compames as set out in note 18

The registered number of the Company 15 04347937

2 Summary of significant accounting policies
The principal accounting pohicies applied in the preparation of these consohdated financial statements are set out below The policies have been consistently
apphed throughout the year, unless otherwise stated

Basis of preparation

The consolidated financial statements of EKF Diagnostics Holdings plc have been prepat ed i accordance with International Financial Reperting Scandards as
adopted by the European Unton (IFRS’s), IFRIC interpretations and the Companies Act 2006 applicable to compames reporting under IFRS Practice 1s
continuing to evelve on the apphication and interpretations of IFRS

The consolidated financial statements have been prepared under the historical cost convention, as modified by the revatuation of available-for-sale assets at
fair value through the income statement, share-based payment and pensions

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates It also requires management to
exercise 1ts judgement in the process of applying the Group’s accounting pohcies The areas involving a higher degree of judgement or complexaty, or arcas
where assumptions and estimates are sigiuficant to the consolidated financial statemnents are disclosed 1o note 4

2010 income statement figures have been restated to reclassify direct costs which were included 1n adrministrative expenses The reclassification resulted in
increastng cost of sales and reducing admemstrative expenses by £797,000 There was no impact on operating results of 2010

(a) Standards, amendments and interpretations effective in 2071
Thete are no IFRSs or IFRIC mterpretations that are effective for the first time for the financial year beginning on or after 1 January 2011 that would be
expected to have a material impact on the Group However the following new standards, amendments to standards or interpretations are mandatory for the
first ume for the financial year beginmng 1 January 2011, but are not currently considered o be relevant or material to the Group (although they may affect
the accounting for future transactions and events)
s  Rewvised IAS 24, ‘Related party disclosures’, 1ssued in Nevernber 2009 1t supersedes [AS 24, ‘Related party disclosures’, 1ssued 1n 2003 The revised
1AS 24 clanfies
and simplifies the defimtion of a related party The Group will need to disclose detanls of relationships between a parent and its subsidiartes
. ‘Classificatton of nghts 1ssues’ (Amendment to 1AS 32), issued in October 2009 The amendiment addresses the accounting for nghts tssues that are
denominated
n a currency other than the functional currency of the issuer
+ IFRIC 19, 'Lxtinguishing financial iabihities with equuity instruments” Ths clarifies the requirements of IFRSs when an entity renegotiates the terms
of a financial hability with 1ts creditor and the creditor agrees to accept the entity’s shares or other equity instruments to settle the financial hability
fully or partially
. ‘Prepayments of a mimimum funding requirement’ (Amendments to 1FRIC 14), 1ssued 1t November 2009 The amendments are effective for annual
penods beginming 1 January 2011

{b) Standards, amendments and interpretations to existing standards that are not yet effective and have not been adopted early by the Group
The following new standards, amendments to standards and interpretatiotis have beenissued, but are not effective for the financial year beginming 1 fanuary
2011 and have not been early adopted
. IFRS 9, ‘Financial instruments’, 1ssued i1 December 2009 This addresses the classification and measurement of financial assets and may affect the
Group's accounnng for its financial assets 1he standard s notapphcable untl 1 January 2015 but 1s available for early adoption The Group s yet
to assess [FRS 9's
full (mpact
*  1AS19, Employee benefits’ was amended in June 2011 The impact on the Group will be as follows to ehminate the corndor approach and
recogmse all actuanal gains and losses in OCl as they occur, to immediately recoguuse all past service costs; and to replace interest cost and
expected return on plan assets with a net interest amount that 1s calculated by applying the discount rate to the net defined benefit hability (asset)
The Group 15 yet to assess the full impact of the amendments
«  IFRS 10, Consohdated financial statements” builds on existing prinaiples by dentifying the concept of control as the determining factor in whether
an entity should be included within the consolidated financial statements of the Parent Company The standard provides additional guidance to
assist n the determinanon of contrel whet e thisis difficult to assess The Group 1s yet ta assess IFRS 10’s full impact and intends to adopt [FRS 10
no later than the accounting peried beginning on or after 1 January 2013
+  IFRS 11, "Joint arrangements’ effective for penods begimng on er after 1 January 2013 This standard significantly amends the accounting
treatment of joint arrangements but it ts not expected to impact the Company
. IFRS 12, 'Disclosures of interests in other entities’ includes the disclosure requirements for all forms of interests 1n other entittes, including joint
arrangements, associates, special purpose vehicles and other off balance sheet vehicles The Group is yet to assess IFRS 12 s full impact and intends
to adopt IFRS 12 no later than the accounting period begimming on or afier 1 January 2013
s  IFRS 13, 'Fair value measurement’, aims to improve consistency and reduce complexity by providing a prease definition of far vatue and a single
source of fair value measurement and disclosure requirements for use across IFRSs The requitements, which a: e largely ahgned between IFRSs
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2 Summary of significant accounting policies (contnued)

and US GAAP, do net extend the use of fair value accounting but provide guidance on how it should be apphied where its use 15 already required or
permutted by other standards within IFRSs or US GAAP The Group s yet to assess IFRS13's full impact and intends to adopt IFRS 13 no later than
the accounting pertod beginning on or after 1 January 2013

There are no other 1FRSs or IFRIC interpretations that are not yet effective that would be expected to have a maternial irnpact on the Group

Going concern
The Group meets 1ts day-to-day worlang capital requirements through the use of cash reserves and exisong bank faciities The Group has maintained its
liquidity profile through the year

The Directors have considered the applicability of the going concern basis 1n the preparation of these financial statements This included the review of
internal budgets and financial results which show, taking 1nto account reasonably probable changes in financial performance, that the Group should be able to
operate within the level of its current funding arrangements

The Directors have a reasonable expectation that the Company and the Group have adequate resources to continue 1n operation for the foreseeable future
For this reason they have adopted the going concern basis in the preparatton of the financial statements

Basis of consohdation

The consohidated financial statements incorporate the financial statements of the Company and 1ts subsidiary undertakings Subsidaries are all entities over
which the Group has the power to govern their financial and operating pohcies generally accompanying a shareholding of more than fifty per cent of the
voung nghts The existenice and effect of potential voting nights that are currently exercisable or convertible are considered when assessing whether the
Group controls another entity Subsidianes are fully consolidated from the date on which controlis transferred to the Group They are de-consohdated from
the date that control ceases

The Group uses the acquisitton method of accounung to account for business combimations. The consideraton transferred for the acquisition of a subsidiary 1s
the fair values of the assets transfer: ed, the habihities incurred and the equity interestsssued by the Group The constderation transferred includes the fair value
of any asset or lability resulting from a contingent consideration agreement Acquisition related costs are expensed as incurred Idenufiable assets acquired
and habilites and conongent habiliues assumed 1n a business combination are measured imtially at their fair values at the acquisition date On an acquisition
by acquisition basis, the Group recogmses any non-controlling interest in the acquu ee either at fair value or at the non controlling interest’s proportionate
share of the acquiree’s net assets

The excess of the consideratton transferred, the amount of any non-controlling interest 1n the acquiree and the acquisition date Fair value of any previous
equity interest in the acquiree over the fair vatue of the Group's share of the identifiable net assets acquired 1s recorded as goodwall [fthis 1s less than the fawr
value of the net assets of the subsidiary acquired in the case of a bargain purchase, the difference 15 recogmised directly in the income statement

Investments in subsidiares ai e accounted for at cost less impairment. Cost 15 adjusted to reflect changes in consideration ansing from contingent consideration
amendments

Inter-Company transactions, balances and unrealised gains on transactions between Group compames are ehiminated Unrealised losses are also elinunated
Accounting poltcies of subsiudianies have been changed where necessary to ensure consistency with the policies adopted by the Group

Foreign currency translation

(8) Functional and presentational currency

Items included 1n the financial statements of each of the Group's entibes are measured using the currency of the primary economic environment in whach the
entity operates (the functional currency} The consolidated financial statements are presented 1n British Pounds Stet hng, which 1s the Company's funcuonal
and presentational currency

(b) Transactions and balanices

Foreign currency transactions are translated into the functional currency using the exchange rates prevanling at the dates of the transactions where wems are
te-measured Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation at year-end exchange rates of
monetary assets and hiabilines denominated 1n foreign currencies are recogmised in the income staternent within ‘administrative expenses’, except when
deferred in other comprehensive income as quatifying cash flow hedges and qualifying net investment hedges

(c} Group companies
The results and financial position of all the Group entities (none of which has the currency of a hyper-inflationary economy) that have a functicnal currency
different from the presentation currency are translated into the presentational currency as follows

s assets and habihties for each balance sheet presented are translated at the closing rate at the date of that balance sheet,

. income and expenses for each income statement are translated at average exchange rates and

. all resulung exchange differences are recognised in other comprehensive income

On consolidation, exchange differences arsing from the translation of the net investment in foreign operations are taken to other comprehensive income
When a foreign operation is partially disposed of or sold, exchange differences that were recorded 1n equity are recogmsed in the income statement as part of
the gain or loss on sale

Goodwill and farr value adjustments arising on the acquisition of a foreign entity are treated as assets and hiabihities of the foreign entity and translated at the
closing rate

Segmental reporting

Operating segments are reported i a manner consistent with the internal reporoing provided to the chief operating decision-maker The chief operating
decision maker, who 1s responsible for allocating resources and assessing performance of the operating segments, has been identfied as the Executive
Directors who make strategic decisions

Government grants

Government grants recewvable in connection with expenditure on property, plant and equipment are accounted for as deferred income, which 1s credited to
the Income Statement over the expected useful econonuc hfe of the refated assets, on a basis consistent with the depreciation policy Revenue grants for the
remmbursement of costs charged to the [ncome Statement are credited to the Income Statement in the year in which the costs are mcurred
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2 Summary of significant accounting policies {continued)

Property, plant and equipment
Property, plant and equipment are stated at historical cost less accumulated depreciation and any provision for impairment Histonical cost includes
expenditure that ts directly attributable to the acquisttion of the asset and bringing the asset to 1ts worlang condition for its intended use

Subsequent costs are included in the asset’s carrying amount or recagnised as a separate asset, as appropriate, only where it 1s probable that future economic
benefits associated with the asset will flow to the Group and the cost of the asset can be measured reliably The carrying amount of the replaced part s
derecognised All other repairs and maintenance are charged to the income statement during the financal period in which they are :ncurred Any borrowing
costs associated with qualifying property plant and equipment are capialised and depreciated at the rate applicable to that asset category

Land 1s not depreciated Depreciation on other assets 1s calculated using the straight-hine method or reducing balances method to allocate their cost to its
residual values over their estimated useful ives, as follows

Land and builldings 2%
Fixtures and fittings 20%-25%
Plant and machinery 20%-33 3%
Motor vehicles 25%

The assets’ residual values and useful economic ives are reviewed regularly, and adjusted if appropnate, at the end of each reporting penod

An asset’s carrying value 1s wntten down immediately to 1ts recaverable amount f the asset’s carrying amount 15 greater than its esimated recoverable
amount

Gatns and losses on the disposal of assets are determmned by companng the proceeds with the carrying amount and are recogmsed 1n adrmimstration
exXpenses in the income statement.

Intang:ble assets

(a) Goodwill

Goodwill represents the excess of the cost of an acquisiion over the fan value of the Group's share of the net idenufiable assets of the acquired subsidiary at
the date of the acquisiion Goodwaill on acquisitions of subsidiaries 15 included 1n “intangible assets’ Goodwail has an infinste useful hfe and 1s tested annually
for impan ment and carried at cost less accumulated impairment losses Impairment losses on goodwill are not reversed Gamns and losses on the dispesal of
an entity include the carrying amount of goodwill 1elating to the entity sold

Goodwill 1s allocated to cash-generating units for the purpose of impaument testing The allocation 1s made to those cash generating units or groups of
cash-generating units that are expected to benefit from the business combination in which the goodwill arose, identified according to operating segment.

(b} Trademarks and hcences

Separately acquired trademarks and licences are shown at histoncal cost Trademarks and heenses acquired 1n a business combination are recogmsed at fawr
value at the acquisinon date Trademarks and hcenses have a fimte useful hfe and are cat ned at cost less accumulated amortisation Amortisation 15 calculated
using the straight-line method to allocate the cost of trademarks and hcenses over theu esumated useful lives of between 8 to 12 years and 1s charged to
admimstrative expenses 1n the inceme statement.

(c) Contractual customer relationships

Contractual customer relationships acquured n a business combination are recogimsed at fair value at the acquisition date The contractual customer
relationships have a finite useful Iife and are carried at cost less accumulated amortisanon Amorusanon 1s calculated using the straight-hine methed over the
expected hife of the customer relationship of between 6 to 12 years and 15 charged to administrative expenses in the income statement

{d) Trade secrets

Trade secrets, includes techmcal know-how, operanng procedures, methods and processes, acquired 1n a business combination are recognused at fair value at
the acquisition date Trade secrets have a finite useful hfe and are carned at cast less accumulated amortisation Amortisavion is calculated using the straight-
line method to allocate the cost of trade secrets over their eshmated useful lives of between 7 1o 16 years and 1s charged to admimistranive expenses in the
Income statement.

(e} Research and development

Research and development costs acquired 1 a business combination are recogrnised at fair value at the acquisition date Research and development costs have
a fimte useful life and are carried at cost less accumulated amortisation Amortsation 1s calculated using the straight-hne method over thewr estmated useful
lives of 15 years and 1s charged to administrative expenses 1n the income statement

Expenditure incurred on the development of new or substanbally improved products or processes 1s capitalised, provided that the related project satisfies the
criteria for capitalisabion, mcluding the project’s techmcal feasibility and hkely commercial benefit. All other research and development costs are expensed as
incurred

Development costs are amortised over the esumated useful hife of the products with which they are associated Amertisation commences when a new product
15 in commercat production The amortisation 1s charged to adnuimistrative expenses 1n the income statement The eshmated remaining usefia! lives of
development costs are reviewed at least on an annual basis

The carrying value of capitalised development costs 1s reviewed for potential impairment at least annually and if a product becomes unwviable and an
impanment 1s idennfied the deferred development costs are nmmed:ately charged to the income statement.

Impairment of non-financiat assets

Assets that have an indefinite Life such as goodwill are not subject to amortisation and are tested annually for impairment Assets that are subject to
amortisation are reviewed for impairment whenever events or changes 1n circumstances indicate that the carrying amount may not be recoverable An
mmparrment loss 18 recogmised for the amount by which the carrying amount exceeds its recoverable amount
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2 Summary of significant accounting policies {continued)

The recoverable amount 1s the higher of an asset's fair value less costs to sell and value inuse In assessing value in use, the esumated future cash flows are
dscounted to thewr present value using a pre-tax discount rate that reflects current market assessments of the ime value of the money and the risks specific
to the asset which the estinates of future cash flows have not been adjusted

For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable cash flows Impairment losses
1ecogmsed for cash-generating units, to which goodwill has been allocated, are credited imtially to the carrying amount of goodwill Any remaiming
impairment loss 1s charged pro rata to the other assets in the cash-generating umt.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) 1s increased to the revised estmate of its
recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would have been determined had no impairment
loss been recognised for the asset (cash-generating unit} in the prior period A reversal of an impairment icss 15 recogmised in the income statement
immedhately [f goodwall 1s impaired however, no reversal of the impairment 1s recogmised in the financial statements

Financial assets

Classification

The Company classifies its financial assets in the following categories loans and receivables and available-for-sale financial assets The classification depends
on the purpose for winch the financial assets were acquired and management determnes the classification of its financial assets at ininal recogmion

(a} Loans and receivables

Loans and recewvables are non-derivative financial assets with fixed or determunable payments that are net quoted 1n an actve market. They are included in
curt ent assets, except for maturities greater than 12 months after the balance sheet date These are classified as non currentassets The Company’s lans and
recetvables comprise ‘trade and other receivables’ and cash and cash equivalents 1n the balance sheet.

{b} Avarlable-for-sate financial assets

Available-for-sale assets are non-dervatives that are either designated in this category or not classified tn any of the other categores They are included 1n
non-current assets unless the investment matures or management intends to dispose of 1t within 12 months of the end of the reporting period

Recognition and measurement
Regular purchases and sales of financial assets are recogrised on the trade date - the date on which the Company commuts to purchase the asset Assets are
imtially recogmsed at fair value plus transaction costs Financial assets are derecogmsed when the risk and rewards of ownership have been transferred

Loans and receivables are subsequently carned at amorused cost using the effective interest rate method

Available-for-sale financial assets are subsequently carrred at fair value Gains and losses ansing from changes 1n fair value are recogmsed 1n other
comprehenstve income until the secunity 1s disposed at which tume the cumulative gain or loss previously recogmised 1n equity 1s included in the consohdated
wcome statement for the period [fan avallable-for-sale investment 1s determined to be impaired, the cumulative loss previously recognised in equity 1s
included in the income statement for the peried

Financial liabilities
Debt 1s measured at fair value, being net proceeds after deduction of directly attributable 1ssue costs, with subsequent measurement at amortised cost. Debt
1ssue costs are recognised in the income statement over the expected term of such instruments at a constant rate on the cairying amount.

Inventonies

Inventones and werk 1n progress are stated at the lower of cost and net realisable value Cost s calculated on a first in and first out basis and includes raw
materials, direct labour, other direct costs and attributable production overheads, where appropriate Net realisable value represents the esumated selling
price less all estimated costs of completion and applicable selling costs Where necessary, provision 1s made for slow moving and obsolete inventory
Inventory on consignment and their related obligations are recognised 1n current assets and payables respectively

Trade and other receivables

Trade 1eceivables are inihally recognised at fair value, being the onginal invoice amount, and subsequently measured at amortised cost less provisien for
unparrment. A provision for smpairment 1s estabhished when there 15 objective evidence that the Group will not be able to collect all amounts due according to
the ongmal terms of the recervable Trade recewvables that are less than three months past due are not considered impaired unless there are speafic financial
or commercial reasons that lead management to conclude that the customer will defauit. Older debts are considered to be impaired unless there 1s sufficient
evidence to the contrary that they will be settled The amount of the provisien 1s the difference between the asset's carrying value and the present value of the
estimated future cash flows The carrying amount of the asset 1s reduced through the use of an allowance account, and the amount of the loss 15 recogmsed 1
the income statement within administrative expenses When a trade recelvable 1s uncollectible 1t 1$ written off agamst the allowance account Subsequent
recovenes of amounts previously written off are credited against administrative expenses i the income statement.

Cash and cash equivalents
Cash and short-term deposits 1n the balance sheet comprise cash at bank and in hand and short-term deposits with an original maturity of less than three
months, reduced by overdrafis to the extent that there 1s a night of offset against other cash balances

For the purposes of the consolidated cash flow statement, cash and cash equivalents consist of cash and short-term deposits as defined above net of
outstanding bank overdrafts

Share capital
Ordinary Shai es are classified as equity Proceeds in excess of the nominal value of shares 1ssued are allocated to the share premium account and are also
classified as equity Incremental costs directly attributable to the issue of new Ordinary Shares or options are deducted from the share premuum account.

Trade payables

Trade payables are obligations to pay for goeds or services that have been acquired 1n the ordinary course of business from supphers Accounts payable are
classtfied as current liabiities if payment 1s due within one year or less (or i the normal operating cycle of the business if longer) If not, they are presented as
non-current kabilines Trade payables are recogmsed minally at fair value and subsequently measured at amortised cost using the effective interest method

Borrowings

Borrewings are recogmised imtially at the fair value of proceeds received, net of transaction costs incurred Borrowings are subsequently carried at amortised
cost. Borrowings are classified as current habihities unless the Group has an unconditional 1:ght to defer settlement of the hability for at least 12 months after
the balance sheet date
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Borrowing costs are expensed in the consolidated Group income statement under the heading ‘finance costs’ Arrangement and facihty fees together with
bank charges are charged to the income statement under the heading ‘administrative costs’

Current and deferred income tax
The tax expense comprises current and deferred tax Tax 15 recogmsed in the income statement, except to the extent that it relates to 1tems recognsed in
other comprehensive income where the assonated tax 1s also recogmised 'n other comprehensive income

The current income tax charge 15 calculated on the basis of the tax laws enacted or substantively enacted at the balance sheet date in the countries where the
Company and 1ts subsidianes operate and generate taxable income Management evaluates positions taken 1n tax returns with respect to situations in which
applicable tax regulation 1s subject to nterpretation and establishes provisions where appropnate on the basis of amounts expected to be paid to the tax
authorties

Deferied tax 1s :ecogmsed, using the hability method, an all temporary differences at the balance sheet date between the tax bases of assets and habihtes and
their carrying amounts for financial reporting purposes Deferred tax habihiies are recogmsed 1n 1 espect of all temporary differences except where the
deferred tax habihity anses from the inital recognitton of goodw:il in business combinations

Defeired tax assets are recognised for all deductible temporary differences, carry-forward of unused tax assets and tax losses, to the extent that they are
regarded as recoverable They are regarded as recoverable where, on the basis of availahle evidence, there will be sufficient taxable profits against which the
future reversal of the underlying temporary differences can be deducted

The carrying value of the amount of deferred tax assets 1s reviewed at each balance sheet date and reduced to the extent that 1t 15 ne longer probable that
sufficient taxable profit will be available to allow all, or part, of the tax asset to be utihsed

Deferred tax assets and habiiities a1e measured at the tax rates that are expected to apply to the year when the asset i1s realised or the hability 15 settted, based
on the tax rates [and tax laws) that have been substantively enacted at the balance sheet date

Deferred income tax assets and habilhittes are offset when there 15 a legally enforceable night to offset current tax assets against current tax liabihihes and when
the deferred income tax assets and hiabilities relate to income taxes levied by the same taxation authonity on either the taxable entity or different taxable
entites where there 15 an intention to settle the balances on a net basis

Provisions

Prowisions for restructuring costs and legal claims are recognised when the Group has a present legal or constructive obligation as a result of a past event and
115 probable that an outflow of resources will be requu ed to settle the obligation and the amount can be reliably measured Restructuring provisions are
recogmsed whe: e the 1 estructuring has been announced priot te the end of the reporting pettod Restructuring costs melude the costs of redundancy,
outplacement fees and relocation whet e appropriate

Provision 1s made for product warranty claims to the extent that the Group has a current obhigation under warranties given Warranty accruals are based on
huistoric warranty claims experience Provisions are discounted to their present value where the impact 1s sigmficant

Leases

Leases which transfer substantially all the risks and rewards of ownership of an asset are treated as a finance lease Assets held under finance leases are
capitahised at their fair value at the inception of the lease and depreciated over the estimated useful econonuc life of the asset or lease term if shorter The
finance charges ai e allocated to the income statement in proportton to the capital amount cutstanding

All other leases are classified as operating leases Operating lease rentals are charged to the income statement 1n equal annual amounts over the lease tetm

Employee benefits

(a) Pension obhgations

Group companies gperate various pension schemes and have both defined benefit and defined contribution plans A defined contmbutton plan 1s a pension
plan under which the Group pays fixed contrbutions into a separate entity with the pension cost charged to the income statement as incurred The Group has
no further obligatons once the contnbutions have been paid

Under a defined benefit scheme, the amount of rearement benefit that will be receved by an employee 1s defined with respect to periods of service and final
salary The amount recognised in the balance sheet 1s the difference between the present value of the defined benefit obhgation at the balance sheet date and
the fair value of the scheme assets The defined benefit cbhigation is calculated annually by independent actuaries using the projected unit credit method The
present value of the defined benefit obligation ts determined by discounting the estimated future cash outflows

Actuanal gains and losses ansing from experience adjustments and changes 1n actuanal assumptions are charged or credited 1n other comprehensive income
n the period in which they anise

The service cost of providing retirement benefits to employees dunng the year 15 charged to operaung profit. Past service costs are recogmsed immediately in
ncome, unless the changes to the pension plan are condinonal on the employees remaiming in service for a specified period of ume (the vesung period) In
this case, the past service costs are amorused on a straight line basis over the average vesting pertod

(b) Share-hased compensation

The Group operates a number of equity-settled, share-based compensation plans, under which the Group receives services from employees as consideration
for equity mstruments of the Group Equity-settled share-based payments are measured at fair value at the date of grant end are expensed over the vesting
peried based on the number of instruments that are expected to vest. For plans where vesting conditions are based on share price targets, the fair value at the
date of grant reflects these cenditions Where apphcable the Group recognises the impact of revisions to oniginal estimates in the income statement, with a
correspending adjustment to equity for equity-settled schemes Fair values are measured using appropriate valuation models, taking into account the terms
and conditions of the awards

When the share-based payment awards are exercised, the Company 1ssues new shares The proceeds received net of any direcily attnibutable transaction
costs are credited to share capital (nominal value) and share prenuum
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Natonal insurance on share options

To the extent that the share price at the balance sheet date 1s greater than the exeraise price on options granted under unapproved share-based payment
compensation schemes, provision for any Natignal Insurance Contnbutions have been based on the prevailing rate of National Insurance The provision is
accrued over the performance period attaching to the award

Revenue recognition

(a} Sale of goods and services

Revenue for the sale of medical diagnostic instruments and reagents 1 measured at the fair value of the consideration received or receivable and represents
the invoiced value for the sale of the goods and services net of sales taxes, rebates and discounts Revenue from the sale of goods 1s recogmsed when a Group
Company has delivered products to the customer, the customer has accepted delivery of the products and collectability of the related receivables 1s
reasonably assured

{b} interest ncome
Interest iIncome 1s accrued on a time basis, by reference to the principal outstanding and at the effective interest rate applicable, which 1s the rate that exactly
discounts estumated future cash receipts through the expected life of the financial asset to that asset’s net carrying amount.

(c} Royalty and license income
Royalty and license income 1s recogmsed on an accruals basis in accordance with the substance of the relevant agreements

Dividend distnbution
Dividend distributions to the Company’s shareholders are recognised as a hability 1n the Group's financial statements in the peried 1n which the dividends are
approved by the Company's sharehclders Interim dividends are recogmsed when paid

Exceptional items
These are 1tems of an unusual or non-recurming nature incurred by the Group and inclede transactional costs and one off ttems relating to business
combinations, such as acquisition expenses

3 Financial nsk management

Financial nsk factors

The Group's activities expose 1t to a variety of financial rnisks market nsk {foreign exchange risk and cash flow interest cate nisk), credit risk, hguidity risk,
capital nsk and fair value risk. The Group’s overall risk management programme focuses on the unpredictability of the financial markets and seeks to
runnuse the potential adverse effects on the Group's finanaial performance The Group does not use derivative financial instruments to hedge nisk exposures

Risk management 1s carmed out by the head office finance team It evaluates and mitigates financial risks 1n close co-operation with the Group's operating
umits The Board prowvides principles for overall nsk management whilst the head office finance team provides specific policy guidance for the operanng umts
in terms of managing foreign exchange nisk, credit risk and cash and hiquidity management

(a) Market nsk

(1 Foreign exchange — cash flow risk

The Group's presentational currency 15 steriing although 1t operates internationally and 15 exposed to foreign exchange nsk anising from vanous currency
exposures, primarily between GBP, USD, the Euro, Rouble, Zloty and Swiss Franc such that the Group’s cash flows are affected by fluctuanoens in the rate of
exchange between GBP and the aforementioned foreign currencies

This exposure 1s managed by a natural currency hedge as the Group’s operating subsidiaries cost base s also denominated in USD's, Euio’s, Rouble's, Zloty
and Swiss Franc's as the Group has subsidiary businesses located in US, Germany, [reland, Poland, Russia and Switzerland

Management do not use denvative financial instruments to mutigate the impact of any residual foreign currency exposure not mitigated by the natural hedge
within the business model The Group does not specutate in foreign currencies and no operating Company 1s permutted to take unmatched positions in any
foreign currency

() Foreign exchange — Fair value nisk
Translauon exposures that arise on converting the results of overseas subsidiaries are not hedged Net assets held in foreign currencies are hedged wherever
practical by matching borrowings 1n the same currency The principal exchange rates used by the Group in translating overseas profits and net assets into
GBP are set out 1n the table below

Average rate Average rate Year end rate Year end rate

Rate compared to GBP 2011 2010 2011 2010
Euro 115 118 120 116
Russian Rouble 47 26 4802 49 68 4755
Polish Zloty 477 477 534 461
US Dollar 159 - 155 -
Swiss Franc 143 148 146 147

As a gurde to the sensitivity of the Group’s results to movements n foreign currency exchange rates, a one cent movement in the Euro and US Dollars to
Sterling rate would impact annual earmings by approximately £15,000 and £18,000 respectively

(m) Cash flow and far value inlerest rate nsk

The Group has interest bearing assets 1n the form of cash and cash equivalents and hrmted interest bearing Labihties which relate to long-term borrowing and
finance lease obhigations 1n the Group’s US and German subsidiasies Interest rates on cash and cash equivalents are floating whilst interest rates on
borrowings have been fixed and therefore expose the Group to fawr value interest rate risk. The Group does not speculate on future changes in interest rates

Where overseas acquisitons are made, 1t 1s the Group's policy to arrange any borrowings required in local currency

Itis the Group's policy not to trade 1n financial nstruments The Group does not use inierest rate swaps
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(b) Crodit nsk

Credit sk 1s managed on a Group basis, except for credit nsk relating to accounts recelvable balances Each local subsidiary and operating busimess umit 15
responsible for managing and analysing the credit risk for each of their new clients before standard payment and delivery terms and conditions are offered I
1s the Group policy to obtain deposits from customers where possible, particularly overseas customers In addinon the Group will seek confirmed letters of
credit for the balances due Credit nisk 1s managed at the operating business umt level and momitored at the Group leve! to ensure adherence to Group policies
If there 15 no independent rating, local management assesses the credit quahty of the customer, taking 1nto account its financial posion, past experience and
other factors Individual nsk lmuts are set based on internal or external ratings tn accordance with limits set by the board The utilisation of credit nmts 1s
regularly momtored

Credit nisk also arises from cash and cash eguivalents, derivative financial mstruments and deposits with banks and financial institutions, as well as credit
exposures Lo customers

{c) Ligudity nsk

Cash flow forecasting 1s performed in the individual operaning entities of the Group and 1s aggregated by Group finance Group finance momters cash and cash
flow forecasts and it 15 the Group s hiquidity risk management policy to maintawn sufficient cash and availahle funding through an adequate amount of cash
and cash equivalents and commutted credit facilities from its bankers Due to the dynamic nature of the underlying businesses, the head office finance team
aums to maintam flexibility tn funding by keeping suffictent cash and cash equivalents available to fund the requirements of the Group

The Group's policy in relation to the finance of 1ts overseas operations requires that sufficient hquid funds be mawntained in each of its termtory subsidiaries to
support short and medium-term operational plans Where necessary, short-term funding is provided by the holding Company In the UK the working capital
bank facility and the management of hquid funds in excess of operavonal needs are controlled centrally Typically excess funds are placed as short-term
deposits, 1o provide a balance between interest earnings and flexibility

The table below analyses the Group’s non derivative financial liabiliues into relevant maturity groupings based on the remaining period at the balance sheet
date to the contractual maturity date The amounts disclosed in: the table are the contractual undiscounted cash flows In the case of deferred consideration
the amouit shown as payable between 2 and 5 yea: s for 31 December 2011 1s the total gross contractual hability should all performance criteria be met, not
the estimated liability based on current and forecast performance

Lessthan Between Between More than
oneyear landZyears 2and5years 5 years Total
£000 £000 £'000 £'000 £'000
At 31 December 2011
Barrowings {inc. finance leases) 549 365 792 1,490 3,194
Deferred consideration 427 1,250 4,581 - 6,298
Trade and other payables 4,294 - - - 4,294
At 31 December 2010
Borrowings (inc finance leases) 301 190 175 - 666
Deferred consideration - - 2,000 - 2,000
Trade and other payables 3,906 - - - 3906

{d) Capital nsk management
The Group’s objectives when managing capital are to safeguard the ability to continue as a going concern in order to provide returns for sharehalders and
benefits for other stakeholders and to maintamn an optimal capital structure to reduce the cost of capital

The Group monitors capital on the basis of the gearing rane This ratio 15 calculated as net debt divided by total capital Net debt 1s calculated as total
borrowings (including “current and non-current borrowings” as shown in the consolidated balance sheet) less cash and cash equivalents Total capital 1s the
sum of net debt plus equity

Ihe Group 1s currently largely un geared, having net cash at 31 December 2011 [t 1s the stated strategy of the Group to grow hoth orgamically and through
acquisition with acquisitions to be funded through a mxture of debt and equity funding The Company raised approximately £12 4m net of expenses through
18sue of Ordinary Shares to funid the acquisition of Stanbio Laboratory LP

{(e) Fair value estimation
The table below analyses financial instruments carried at fatr value, by valuation method Level 1 has been defined as quoted prices (unadjusted) in active
markets
20114 Level 1 2010 Level 1
£'000 £000

Assets
Available-for-sale financial assets - equnty securities 280 135

The Group has no Level 2 or 3 classified financial assets as at 31 Decemnber 2011 (2010 none)

4 Cntical accounting estmates and judgements

In the process of applying the Group’s accounuing policies, management has made accounting judgements 1n the determination of the carrying value of certain
assets and habiines Due to the inherent uncertainty mvelved in making assumptions and estmates, actual outcomes will ciffer from those assumptions and
estimates The following judgements have the most sigmificant effect on the amounts recognised 1n the financial statements

(a) Business combinations

The recognition of business combinations requires the excess of the purchase price of acquisitions over the net book value of assets acquired to be allocated
to the assets and hiabihes of the acquired entity The Group makes judgements and estimates in relation te the fair value allocation of the purchase price 1f
any unallocated portion 1s positve 1t 1s recognised as goodwill
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4 Cntical accounting estimates and judgements (continued)

(1} Goodwilf
The amount of goodwill imnally recognised as a result of a business combinanion 1s dependent on the allocauon of the purchase pnce to the far value of the
identifiable assets acquired and the habiities assumed The detertmination of the fair value of the assets and hahihties 15 based, to a considerakble extent, on
management’s judgement

Allocation of the put chase price affects the results of the Group as fimite lived intangible assets are amortised, whereas indefinite hved intangible assets,
including goodwill, are not amortised and could result in differing amortisation charges based on the allocation to indefimte lived and finite ived intangible
assets.

(1) Fintte fived intangible assets

Finne lived intangible assets include trademarks, trade names, licenses, customer relavonships and trade secrets acquired as part of business combinations
The farr value of these separately identifiable assets 15 determined by discounting estimated future net cash flows generated by the asset The use of different
assumptions for the expectations of future cash flows and the discount rate would change the valuation of the intangible assets The relative size of the
Group's intangible assets, excluding goodwill, makes the judgements surrounding the esumated useful hves criucal to the Group's financial position and
performance

(b) Impaiment of goodwa!l
The group tests annually whether goodwill has suffered any impairment, in accordance with the accounting policy stated in note 2 The recoverable amounts
of cash-generating units have been determined based on value-in-use calculatiens These calculations require the use of estimates as set out in note 17

(c} Share-based payments
A number of accounting estimates and judgements are incorporated watlin the calculation of the charge to the income statement in respect of share-based
payments These are described in more detail in note 29

(d) Impaiment of recevables
Trade and other receivables are carned at the contractual amount due less any estimated provision for non-recovery Provision is made based on a number of
factors including the age of the receivable, previous collecuon experience and the financial circumstances of the counterparty

(e) Inventery provisions
Inventores are carned at the lower of cost and net realisable value Provision 1s made based on a number of factors mcluding the age of inventories, the risk
of ohsolescence and the expected future usage

(f) Deferred tax assets

Deferred tax assets are only recogmised to the extent that it i1s probable that future taxable profits will be available against which deductible temporary
differences can be unhised The carrying amount of deferred tax assets at the balance sheet date was £235,000 (2010 £217,000) In addition there were
£1,961,000 (2010 £1,855,000) of defe: red tax assets not recognised

5 Segmental reporting

Management has determined the Group’s operating segments based on the monthly management reports presented to the Chief Operating Decision Maker
{'CODM") The CODM s the Executive Directors and the monthly management reports are used by the Group to make strategic decisions and allocate
resources

T'he principal activity of the Group 1s the design, development, manufacture and selling of diagnostic instruments, reagents and certain ancillary products
This activity takes place across various countnes, US, Germany, Poland, Russia, United Kingdom and Ireland, and as such the Board considers the business
primaruy from a geographic perspective Although not all the segments meet the quantitative thresholds required by IFRS 8, management has concluded that
given the recent acquisitions, all segments should be maintained and reported, given potential future growth of the segments

The 1eportable segments derive their revenue primarily from the manufacture and sale of medical diagnostic equipment Other services include the servicing
and distnbution of other Company products under sepat ate distnbution agreements

Currently the key operanung performance measures used by the CODM are Revenue and adjusted EBITDA
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5 Segmental reporting {continued)

The segment mformation provided to the Board for the reportable segments for the year ended 31 December 2011 15as follows

Switzerland

Germany UK us lreland Poland Russia{Discontinued) Other Total
2011 £'000 £'000 £000 £'000 £'000 £'000 £000 £'000 £'000
Income statement
Revenue 11,430 1074 8,396 799 1,062 3,233 - - 25,994
Inter-segment (4.247) (80) - - 9 - - - (4.336)
External revenue 7,183 994 8,396 799 1,053 3,233 - - 21,658
Adjusted EBITDA* 1,883 {1,024) 2,056 (245) 251 436 - {1,789) 1,568
Exceptional costs - - (137) - - - - {397) {531)
Share-based payment - - - - - - - (753) (753)
EBITDA 1,883 {1,024) 1,919 (245) 251 436 - (2,939) 281
Depreciation (622) (106) {131) (44) (13) 4) - {5) (925)
Amortisation {595) (197) (262) (187) (111) (44) - - {1,396)
Operating profit/{loss) 666 {1,327) 1,526 {476} 127 388 - {2,944) {2,040)
Net finance costs {156) - (146) - 1 - - (17 (320)
Income tax 86 39 (241) (1) (14} (67) - - (198)
Discontinued operations - - - - - - (187) - (187)
Retalned profit/(loss) 596 {1,288) 1,138 (477) 112 an {187) (2,961) (2,745)
Segment assets
Operating assets 17,709 7,167 21948 2,881 1417 1,027 53 25,526 77,728
Inter-segment assets (1.104) {25} - - - - - (23,204) (24,333)
External operating assets 16,605 7,142 21948 2,881 1,417 1,027 53 2,322 53,395
Cash and cash equivalents 782 42 1,210 55 14 473 19 2,743 5338
Total assets 17,387 7,184 23,158 2,936 1,431 1,500 72 5,065 58,733
Segment habilites
Operating habilites 10,138 3,069 18,758 910 215 86 32 9,899 43,107
Inter-segment habihoes {7,383) (2,634) (13,534) (631) (151) - - - (24,333)
External operating habihties 2,755 435 5,224 279 64 86 32 9,899 18774
Borrowings 840 - 1,677 - 15 - - - 2,532
Total habitities 3,595 435 6,901 279 79 86 32 9,899 21,306
Cther segmental information
Non-curient assets - PPE 3,443 735 4,412 96 208 32 - 1,703 10,629
Non-current assets - Intangibles 10,000 5,669 13,973 2,203 820 451 - - 33,116

* Adjusted ERITDA excludes exceptional costs and share based payments
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5 Segmental reporting {continued)

Switzerland
Germany UK Iraland Poland Russia{Discontinued) Other Total
2010 £000 £°000 £'000 £'000 £'000 £'000 £'000 £'000
Income statemant
Revenue 5,844 185 5@ 486 1,478 - - 8,043
Inter-segment {1,560) - - - - - - {1,560}
External revenue 4,284 185 50 486 1,478 - - 6,483
Adjusted EBITDA* 1,044 (91) {37) 151 18 - {130) 955
Exceptional costs - - - - - - {1,919} (1,919)
Share-based payment - - - - - - (151) {151)
EBITDA 1,044 {91) {37) 151 18 - (2,200) (1,115)
Depreciation (342) (11) 3) (3] 3) - - (365}
Amortisation (304) (44) (19) (64) 23] - - (450)
Operating profit/{loss} 398 (146) (55} 81 {8) - {2,200} {1,930)
Net finance costs (247) - - - - - 88 (159)
Income tax a7} 12 77 (1 (12) - - 49
Discontinued operations - - - - - [1,372) - {1,372)
Retained profit/(loss) 134 (134) 22 70 (20) {1,372) (2,112) {3.412)
Segment assets
Operating assets 21,551 6,075 2,183 1,284 688 1,534 9,100 42,415
Inter-segment assets (1,090} - - - - {1,344} (7.194) [9,628)
External cperating assets 20,461 6,075 2,183 1,284 688 190 1,506 32,787
Cash and cash equivalents 811 76 202 13 203 i12 1,775 3,192
Total assets 21,272 6,151 2,385 1,297 891 302 3,681 35,979
Segment habiihes
Operaung habilibes 12,702 1,438 517 304 178 14 6,387 21,540
Inter segment hiabilittes (7.473) {775) - (35) - 464 (1,809) (9.628)
External opet ating habilites 5229 663 517 269 178 478 4,578 11912
Borrowngs 538 - - - - - - 538
Total liabllities 5,767 663 7 269 178 478 4,578 12,450
Other segmental information
Non-current assets - PPE 3378 243 112 56 8 - 1,670 5,467
Non-current assets - Intangibles 11,006 5573 2,111 1,022 548 - - 20,260
* Adjusted EBITDA excludes exceptional costs and share-based payments
Other primanily relates to the holding company and head office costs
Disclosure of Group revenues by geagraph:c location 18 as follows
201 2010
£'000 £'000
Americas
United States of America 4,751 888
Rest of Americas 3,683 1,028
Europe, Middle East and Africa (EMEA)
Germany 3,097 975
United Kingdom 153 45
Rest of Europe 2,568 1,016
Russia 3,244 1,528
Middle East 423 208
Africa 1,077 189
Rest of World
China 1,273 355
Asia 1,365 224
New Zealand/Australia 24 27
Total revenue 21,658 6,483

Revenues of approximately £2 3m are derived from a single external customer These revenues are attributable to the US segment
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6 Expenses — analysis by nature

2011 2010
£000 £000
Inventories consumed 1n caost of sales 7,521 2,071
Employee benefit expense (note 10) 8,959 3,177
Depreciation and amortisation 2,321 815
Transaction costs relabng to business combinatons (note 7) 397 1,582
Research and development expenses 269 143
Operating lease payments 173 105
Other expenses 4,543 950
Total cost of sales and administrative expenses 24183 8,843
Included within above expenses are exceptional items as set out in note 7
7 Exceptional items
Included within Administrative expenses and costs of sales are exceptional 1tems as shown below
2011 2010
Note £'000 £000
Exceptional items includes
- Transacuon costs relating to business combinations a 397 1,582
~ Loss on stock b 137 337
Exceptional items — continuing 534 1,919
Exceptional tems — discontinued [4 49 354

{n} Transachon costs retating to business combinations

The Group incurred acquisition expenses of £397 000 {2016 - £1,582 000) associated with the acquisittons of subsidiaries whach are mcluded within administrabive expenses in the

consolidated income statement
(b} [ osson stock - mcluded within cost of sales

Under the requirements of IFRS 3 Business combinations the value of inventory acquired with the acquisitions ot subsidiary was uplifted to its sales value less cost to sell The post

acquisition impact of selling the acquired inventory at its uphifted sates value has been to reduce gross profitby £137 000 (2010 - £337 000)

{c) Miscontinued exceptional items relate to an impawrment charged in 2011 and 2010

8 Audtor remuneration

Services provided by the Company’s auditor and its associates During the year the Group (including its overseas subsidianes) obtained the following services

from the Company’s auditor and 1ts associates

2011 2010
£°000 £'000
Fees payable to Company's auditor for the audit of the parent Company and consohdated financial statements 20 29
Fees payable to the Company’s auditor and its asseciates for other services
- The audit of Company’s subsidiaries pursuant to legislaton 88 42
- Other services 79 7
-~ Tax services 50 -
237 78
9 Directers emofuments
2011 2010
£'000 £000
Aggregate emoluments 594 383
Contribution to defined contrnibution pension scheme 5 5
599 388
See further disclosures within the Remuneration Report on page 21
201 2010
Highest paid Director £'000 £'000
Total emoluments received 262 169
Delined benefit pension scheme 4 5
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10 Employee benefit expense

2011 2010
£000 £000
Wages and salaries 7,001 2,566
Social secunty costs 1,037 423
Share options granted to Directors and semor management 753 152
Pension costs - defined contribution plans (note 32) 161 24
Penston costs — defined benefit plans (note 32) 17 12
8,959 3177
11 Average number of people employed
2011 2010
£'000 £000
Average number of people (ncluding Executwve Directors) employed was
Admumistrabon 56 40
Research and development 42 30
Sales and marketing 60 13
Manufacturing, production and after sales 126 56
284 159
The total number of employees at 31 December 2011 was 295 (2010 162)
12 Finance income and costs
2011 2010
£'000 £'o0e
Interest expense
- Bank borrowings 126 47
- Finance lease liabilities 13 2
- 1AS 19 inte1est expense (note 32) 7 5
- Interest on other loans 80 113
- Deferred consideranon unwinding of discount (note 26) 170 20
Finance costs 396 187
Fimance income
- Interest income on cash and short-term deposits 4 28
- Other interest 72 -
Finance income 76 28
Net finance costs 320 159
13 Income tax expense
2011 2010
Group £000 £'000
Current tax
Current tax on loss for the year 586 132
Total current tax 586 132
Deferred tax (note 27)
Orngination and reversal of temporary differences {388} (181)
Total deferred tax (388} (181}
Income tax charge/(credit) 198 (49

32



v

13 Income tax expense (conunued)

The tax on the Group's loss before tax differs from the theoretical amount that would arise using the standard tax rate apphcable to the profits of the

consohdated entities as follows

2011 2010

£'000 £'000

Loss before tax (2,360} (2,089

Tax calculated at domestic tax rates applicable to UK standard rate of tax of 25% (2010 28%) {530) (585)
Tax effects of

- Expenses not deductible for tax purposes 369 201

- Losses carnied forward 322 331

- Impact of different tax rates in other jurisdictions 9y 4

Tax chargel{credit) 198 (49)

There are no tax effects on the items 1n the statement of comprehensive mcome

14 Loss per share
(a) Basic

Basic loss per share 1s calculated by dividing the loss attributable to equuty holders of the Company by the weighted average number of Ordinary Sharesm

1ssue during the year

2011 2010

£000 £000

Loss attributable to equty helders of the Company {2,884) (3.435)
Loss from continuing operations attnbutable to equity holders of the Company {2,697} (2,063)
Loss from discont:nued operations attmbutable to equity holders of the Company {187} (1.372)

Weighted average number of Ordinary Shares m1ssue

213,580,118 97,800,087

Basic (loss) per share
Basic (loss) per share from conunuing operations
Basic (loss) per share frem discontinued operations

{1 35) pence (3 51) pence
{1 26) pence (2 11) pence
{0 09) pence (1 40) pence

(b) Diluted

Diluted earnings per share 15 calculated by adjusting the weighted average number of Ordinary Shares outstanding to assume conversion of all dilutive

potential Orchnary Shares The Company has three categories of dilutive potential ordmary share equity based long term mcentive plans, equity based bonus
incentwve plans and share options Due to the loss in the year the dilutive potential Ordinary Shares have no dilutive effect
15 Dividends
There were no dividends paid or proposed by the Company 1n either year
16 Property, plant and equipment
Land & Fixtures & Plant & Motor

buildings fitings machinery  vehicles Total
Group £000 £000 £'000 £'000 £'000
Cost
At 1 fanuary 2010 - 12 - - 12
Additions 1,721 28 711 14 2474
Acquired with subsidharies 493 223 2,429 94 3,239
Exchange differences 22 8 109 6 145
Disposals - 6) - - (&)
At 31 December 2010 2,236 265 3,249 114 5,864
Depreciation
At 1 January 2010 - 12 - - 12
Charge for the year 17 33 292 23 365
Exchange differences 1 1 19 2 23
Disposals - 3) - - (3)
At 31 December 2010 18 43 3N 25 397
Net book value
At 31 December 2010 2,218 222 2,938 89 5,467
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16 Property, plant and equipment (continued)

Land & Fixtures & Plant & Motor

bulldings fittings machinery  vehicles Total
Group £'000 £000 £000 £'000 £000
Cost
At1January 2011 2,236 265 3,249 114 5,864
Additions 63 167 1,437 51 1,718
Acquired with subsicharies (note 37) 3,639 77 623 - 4,339
Exchange differences 121 7 (91) (5) 18
Disposals 2] (6) (29) (34) (76)
At 31 December 2011 6,052 496 5,189 126 11,863
Depreciation
At 1 january 2011 18 43 311 25 397
Charge for the year 75 97 729 24 925
Exchange differences (2) (5) (19) (2) (28)
Disposals N (6) (16) (31) (60)
At 31 December 2011 84 129 1,005 16 1,234
Net book value
At 31 December 2011 5,968 367 4,184 110 10,629

Depreciation expense of £729,000 (2010 £292,000) has been charged to cost of sales and £196,000 (20 10 £73,000) has been charged to administrative

expenses
Land & Fixtures &

builldings Fittings Total
Company £'000 £'000 £000
Cost
At 1 January 2010 - 12 12
Additions 1,670 - 1,670
At 31 Dacembher 2010 1,670 12 1,682
Depreciation
At1 January 2010 - 12 12
Charge for the year - - -
At 31 December 2010 - 12 12
Net book value
At 31 December 2010 1,670 - 1,670
Cost
At 1January 2011 1,670 12 1,682
Additions - 4 4
Disposal - {12) (12)
At 31 December 2011 1,670 4 1,674
Depreciation
At 1]anuary 2011 - 12 12
Dhspoesals - (12) (12)
At 31 December 2011 - - -
Net book value
At 31 December 2011 1,670 4 1,674

The Company’s freehold property 1s in Germany and occupied by its subsidiary undertalang, EKF-diagnostic GmbH Germany EKF-diagnostic GmbH Germany 15
paying rental income of €13,900 (£12,000) per month to the parent Company €167,000 (£145,000) (2010 - £88,000 (£75,000)) was paid to the parent

Company for the year
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16 Property, plant and equipment (continued)

Plant and Machmery, include the following amounts where the Group s a lessee under a finance lease arrangement

2011 2010
Group £'000 £'000
Cost - capitalised finance leases 320 153
Accumulated depreciation {70} (43)
Net book amount 250 110
The Group leases varous assets under non-cancellable finance lease agreements The lease terms are between 2 and 6 years
17 Intangible fixed assets
Trademarks,
trade names Customer Trade Development

Goodwill & hcences relationships secrets costs Total
Group £000 £'000 £'000 £'000 £000 £000
Cost
At 1 January 2010 - 1,949 - - - 1,949
[ ransfer to current assets - (100} - - - (100)
Acquisituon of subsidiaries 8,967 397 1,740 9,100 - 20,204
Exchange differences 119 245 99 271 - 734
Disposals - (1,723) - - - (1,723)
impairment - (354) - - - (354)
At 31 December 2010 9,086 414 1,829 9,371 - 20,710
Amortisation
At 1 January 2010 - - - - - -
Charge for the year - 24 114 312 - 450
At 31 December 2010 - 24 114 M2 - 450
Net book value
At 31 December 2010 9,086 390 1,725 9,058 - 20,260
Cost
At 1 January 2011 9,086 414 1,839 9,371 - 20,710
Acquisiion of subsidiaries (note 37) 4,750 1,118 6,963 602 236 13,669
Additions - 29 - - 631 660
Exchange differences (49 35 131 (217) 9 [91)
At 31 December 2011 13,787 1,596 8,933 8,756 876 34,948
Amortisation
At 1 January 2011 - 24 114 312 - 4590
Exchange differences - 5 (10| (9] - (14)
Charge for the year - 86 423 850 37 1,396
At 31 December 2011 - 115 527 1,153 37 1,832
Net hook value
At 31 December 2011 13,787 1,481 8,406 8,603 839 33,118

The amortisation charge of £1,396,000 (2010 £450,000) has been charged to admimstrative expenses in the income statement

Goodwill ts allocated to the Group’s cash-generating umits (CGU's) identified according to geographic operating segment An operating segment-level
summary of the goodwill allocation 15 presented below

2011 2010

£'000 £000
UK 3,390 3,390
Germany 3,970 4,103
Poland 313 363
Russia 156 170
Ireland 1,024 1,060
United States of Amenica 4,934 -
Total 13,787 9,086
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17 Intangible fixed assets {continued)

Goodwill 1s tested for impairment at the balance sheet date The recoverable amount of goadwill at 31 December 2011 was assessed on the basis of value in
use As thisexceeded carrying value no impairment loss was recognised

The key assumptions 1n the calculation to assess value in use are the future revenues and the ahility to generate future cash flows The most recent financial
results and 1mtial budgets approved by management for the next year were used and forecasts for three further years, followed by an extrapolanon of
expected cash flows at a constant growth rate of each umt The projected results were discounted at a rate which 15 a prudent evaluanon of the pre-tax rate
that reflects current market assessments of the time value of money and the risks specific to the cash-generating units

The key assumptions used for value in use calculations in 2011 are as follows

Germany UK us Ireland Poland Russia

Y% % % % % %

Longer-term growth rate 3 5 5 20 3 2
Discount rate 13 14 12 18 26 13

The UK and [rish cash-generating umits are at a stage of sigmificant product development and early-stage revenues and are consequently loss-making The
Directors have made some significant eshmates on future revenues and EBITDA growth over the next four years based on the umqueness of the product
pipelines in their different segments

The Directors have performed a sensinvity analysis to assess the impact of downside risk of the key assumptions underpinning the projected results of the UK
and Insh cash-generating units The projections and associated headroom used for the UK and Insh cash umts are sensiive to the EBITDA growth
assumpuions that have been apphed A 25% reduction in EBITDA growth, m the first four years of the management projections would result in an impairment
of £1 08m 1n the UK cash-generanng umt and £1 31min the Irish business

The remaining average useful hives of the intangibles are as follows

Trade name 8-12 years
Customer relations 6-12 years
Trade secrets 6-13 years
Research and development 15 years

The Company has no intangible assets

18 Investments in subsidianes

Company 2011 2010
Shares in Group undertalangs £'000 £000
Beginning of vear 15,613 213
Addions in year - 15,400
End of year 15,613 15,613

Investments in Group undertakings ate recorded at cost, which 1s the fair value of the consideration paid

During the year the Group, through the Company's subsidiary undertaking, EKF Diagnostics Inc, acquired US-based business, Stanbio Laboratory LP for
£16 1m ($259m) Details of the acquisition are disclosed 1 note 37

The principal subsidianies of EKF Diagnostics Holdings plc are as follows

Name of Company Note Proportion Held Class of Shareholding  Nature of Business

Internaticnal Brand Licensing AG 1 100% Ordinary Intellectual property management

EKF Diagnostics Limited 2 100% Ordinary Head Office

Quotient Diagnostics Linuted 2 100% Ordinary Sale of diagnostic equipment

EKF diagnostic GmbH Germany 3 100% Ordinary Manufacture and sale of diagnostc equipment
Senslab GmbH 3 100% (indirect) Ordinary Diagnostic testing

EKF Diagnostyka Spzc o 4 100% Ordinary Manufacture and sale of diagnostic equipment
000 LKF Dhagnostka 5 60% Ordmary Sale of diagnostc equipment

EKF Diagnostcs Inc 6 100% Ordinary [ntermediary holding Co

Stanbio Laboratory LP 6 100% (ndirect) Ordwnary Manufacture and sale of diagnosuc equpment
Argutus Medical Limuted 7 100% Ordmary Manufacture and sale of diagnostic equpment
hotes

1 Incorporated and registered in Switzerland

2 Incerporated and registered ta the United Kingdom

3 Incotpotated and registered in Germany

4 Incorporated and registered m Poland

5 Incorporated and registered in Russia

& Incorporated and remstered 1n the United States of America

7 Incorporated and regstered in {rcland

During the vear EKF Sales GmbH (German sales division) merged with EKF-diagnostic GmbH Germany

All subsicharies are included 1o the consohdation The proportions of voting shates held by the parent Company do not differ from the proportion of Ordimary
Shares held
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19 Financal instruments by category

(a) Assets
201 2011 2010 2010
Loans & Available Loans &  Available-
receivables for sale receivables for-sale
Group £000 £000 £000 £'000
31 December
Assets as per balance sheet
Available-for-sale financial assets - n - 235
Trade and other receivables excluding prepayments 3,985 - 3,519 -
Cash and cash equivalents 5,338 - 3,192 -
Total 9,323 331 6,711 235
2011 2011 2010 2010
Loans & Available lcans &  Available-
receivables for sale recevables for-sale
Company £'000 £'000 £000 £'000
31 December
Assets as per balance sheet
Available-for-sale financial assets - 280 - 135
Trade and other receivables 23,311 - 7,203 -
Cash and cash equivalents 2,733 - 1,766 -
Total 26,044 280 8,969 135
{b) Liabihites
Group Company Group  Company
2011 2011 2010 2010
£000 £'000 £°000 £000
31 December
Liabihties as per balance sheet
Borrowings (excluding finance lease habilimes) 2,341 - 466
Finance lease habihities 191 - 72 -
Trade and other payables 4,294 3,550 3,906 2,199
Taotal 6,826 3,550 4,444 2,199

Liabihities in the analysis above are all categonised as ‘other financial habilities at amortised cost’ for the Group and Company

{c) Credit quality of financial assets

The Group 15 exposed to credit risk from its operating activines (primanly for trade receivables and other receivables) and from 1ts financing activities,
including deposits with banks and financial institutions, foreign exchange transactions and other financial instruments

The Group's maximum exposure to credit sk, due to the faillure of counter parties to perform their obligations as at 31 December 2011 and 31 December
2010, 1n relation to each class of recogmsed financial assets, 1s the carrying amount of those assets as indicated 1n the accompanying balance sheets

Trade recewvables

The credit quality of trade receivables that are neither past due date nor impaired have been assessed based on historical information about the counterparty
default rate The Group does not hold any cther receivable balances with customers, whose past default has resulted in the recovery of the recervables

balances
Cash at bank
The credit quality of cash has been assessed by reference to external credut ranngs, based on reputable credit agencies’ long-term 1ssuer ratings
2011 2010

£'000 £'000
AA 1,211 -
Other 4127 3,192
Total 5,338 3,192
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20 Avallable-for-sale financal assets

Group Group Company  Company

2011 2010 2011 2010

£000 £'000 £'000 £000

At 1 January 235 614 135 141

Additions 68 - 68 -

Revaluation 155 - 155 -

Net impairment charge (49} (6) - (6)

Transfer from intangible assets - 100 - -

Disposals (78) (473) (78) -

At 31 December 331 235 280 135

Current portion 51 100 - -

Non-current portion 280 135 280 135
The available-for-sale financial assets include the following

2011 2010

£'000 £'000

Listed secunties - UK equity securitsies (Group and Company) 280 135

Intangible assets - Trademarks (Group only) 51 100

33 235

The available-for-sale financial assets are denomitnated 1n UK sterling The fair value of all equity securities 1s based on their current bid prices 1n an active

market.

The maximum exposure to credit risk at the reporting date 1s the carrying value of the above securities classified as available-for-sale

21 Trade and other receivables

Group Group Company  Company

2011 2010 2011 2010

£'000 £'000 £'000 £000

Trade recevables 3423 2,234 - -
Less provision for impairment of trade receivables {380} (251) - -
Trade recewvables - net 3,043 1,983 - -
Prepayments 288 106 43 7
Amounts owed by subsidiary undertakings - - 23,204 7,194
Other recewvables 942 1,536 107 9
4,273 3,625 23,354 7,210

The Directors constder that the carrying amount of trade and other receivables approximates to their fair value

As of 31 December 2011, trade receivables of £630,0C0 (2010 £317,000) were past due but not impaired These relate to a number of independent

customers for whom there 15 no recent history of default. The ageing analysis ol these trade receivables 1s as follows

Group Group Company  Company

2011 2010 2011 2010

£'000 £'000 £'000 £000

Up to 3 months 630 317 - -

As of 31 December 2011, trade recewvables of £380,000 (2010 £251,000) were impaired and provided for The aging of these impaired receivables s as

follows
Group Group Company  Company
2011 2010 2011 2010
£'000 £000 £'000 £000
Up to 3 months 80 - - -
3 to 6 months 20 26 - -
6 months to one year 280 225 - -
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21 Trade and other recervables (continued)

Movements on the provision for impairment of trade recewvables are as follows

Group Group Company  Company
2011 2010 2011 2010
£'000 £000 £'000 £'000
At 1]anuary 251 28 - -
Acquired with subsidiaries - 212 - -
Provision for receivables impairment 254 79 - -
Recelvables written off duning the year as uncollectible (87) (39) - -
Unused amounts reversed (38) (29) = -
At 31 December 380 251 - -
The other classes within trade and other receivables do not contain impaiwred assets
The carrying amounts of the Group’s trade and other receivables denominated in foreign currencies were as follows
Group Group Company  Company
2011 2010 2011 2010
£'000 £000 £'000 £'000
UK Sterhing 512 752 2,783 792
Euros 1,446 1,551 7,989 6,418
US dollar 1,921 734 12,582 -
Russian rouble 214 172 - -
Pohsh zloty 178 159 - -
Other currencies 2 257 - -
4,273 3,625 23,354 7,210
22 Inventones
Group Group Company  Company
2011 2010 2011 2010
£000 £000 £000 £000
Raw matenals 2,950 1,458 - -
Work in progress 769 540 - -
Finished goods 1,002 a8s - -
4,811 2,983 - .

The Directors are of the opimon that the replacement values of inventories are not matenally different to the carrying values stated above The carrying

values above are stated net of impairment provisions of £456,000 (2010 £177,000)

The cost of mventories recogmised as expense and included 1n ‘cost of sales” amounted to £7,521,000 (2010 £2,071,000)

The Company held no inventores

23 Cash and cash equivalents

Group Group Company  Company

2011 2010 2011 2010

£'000 £000 £'000 £'000

Cash at bank and on hand 2,807 1,387 234 266

Short-term bank deposits 2,531 1,805 2,499 1,500

Cash and cash equivalents (excluding bank overdrafts) 5,338 3,192 2,733 1,766
Cash and cash equivalents include the following for the purposes of the statement of cash flows

Group Group Company  Company

2011 2010 2011 2010

£'000 £000 £'000 £000

Cash and cash equivalents 5,338 3,192 2,733 1,766

Bank overdraft (note 25) {119) - - -

Cash and cash equivalents 5,219 3,192 2,733 1,766

All of the Group's cash and cash equivalents are at floating rate between 0 5% and 2% The Directors consider that the carrying amount of cash and cash

equivalents approximates to their fair value
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24 Trade and other payables

Group Group Company Company
2011 20190 2011 2010
£000 £'000 £'000 £'000
Trade payables 2,029 2,051 110 83
Amounts due to subsidiary undertakings - - 2,775 1,810
Social secunity and other taxes 499 63 29 20
Other payables 645 766 120 125
Accrued expenses and deferred income 1,620 1,089 545 181
4,793 3,969 3,579 2,219
25 Bormowings
Group Group Company  Company
2011 2010 2011 2010
£'000 £000 £'000 £'000
Non-current
Bank borrowings 1,982 267 - -
Finance lease habihittes 115 42 - -
2,097 309 - -
Current
Bank overdraft 118 - - -
Bank borrowings 240 199 - -
Finance lease habilhities 76 30 - -
435 229 - -
The Caompany has no borrowings
The maturity profile of borrowings was as follows
Group Group Company Company
2011 2010 2011 2010
£000 £'000 £'000 £'000
Amounts falling due
Within 1 year 435 229 - -
Between 1 and 2 years 356 156 - -
Between 2 and 5 years 576 153 - -
More than 5 years 1,165 - - -
Total borrowings 2,532 538 - -

{a) Bank borrowings

Bank borrowings have matunty profites from 2011 through to 2020 and bear an average fixed average coupon of 4 96% annually (2010 4 87%)

Bank borrowings are secured against certain assets of the Group The Parent Company has also provided guarantees against these bank borrowings which are
denomunated in foreign currencies

The US Dollar denominated borrowing, acquired on acquisition of Stanio Laboratory LP, has covenants attached to 1t The Group has been complant to these
covenants throughout the perod

The bank borrowings are repayable by either monthiy or quarterly instalments
The Group 15 not exposed to interest rate changes or contractual re-pricing dates at the end of the reporting period, as the borrowings are fixed in nature

The fair value of both current and non-current borrowings equals their carrying amount, as the impact of discounnng s not sigmficant The fair values are
based on cash flows discounted using a rate based on the borrowing rate of 5% (2010 4 8%])
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25 Borrowings (continued)

The carrying amounts of the Group’s bank borrowings are denominated in the following foreign currencies

Group Group Company  Company
2011 2010 2011 2010
£000 £000 £'000 £'000
Euros 530 466 - -
US Dollar 1,677 - - -
Polish Zloty 15 - - -
Total 2,222 466 - -
(b} Finance lease lahilites
Lease liabilities are effectively secured as the rights to the leased asset revert to the lesscr in the event of default.
2011 2010
£000 £000
Gross finance lease habilities — minimum lease payments
No later than 1 year 86 34
Later than 1 year and no later than 5 years 107 44
Later than 5 years 29 -
222 78
Future finance charges on finance leases (31) (6)
Present value of finance lease Liabilities 191 72
The present value of finance lease liahihties 1s as follows
2011 2010
£000 £000
No later than 1 year 76 30
Later than 1 year and no later than & years 88 42
Later than 5 years 27 -
191 72
26 Deferred consideration
Group Group Company  Company
2011 2010 2011 2010
£'000 £000 £'000 £'000
At 1 January 4,168 - 4,168 -
On acquisiion of subsidiaries (note 37) 3,985 4,148 - 4,148
Unwinding of discount (note 12) 170 20 84 20
Payments made (323} - - -
Exchange d:fferences 154 - - -
At 31 December 8,154 4,168 4,252 4,168
Current portion 2,832 - 2,505 -
Non-current portion 5,222 4,168 1,747 4,168

The deferred consideration 1s made up as follows

. 16,732,482 Ordinary Shares valued at £2,505,000 to be 1ssued 1n July 2012 as part of consideration paid for acquisition of EKF-diagnestic GmbH

Germany

+«  £2,000,000 contingent consideration payable as part of consideration for acquisition of Quotient Diagnostics Limited The discounted value at the

year-end amounted to £1,747,000 (2010 £1,663,000) The contingent consideration 15 dependent on sale of instruments by Apnl 2014

e $6,662,000 contimgent consideration payable as part of consideration for acquisition of Stanbio Laboratory LP The discounted value at the year-
end amounted to £3,902,000 The contingent consideration 1s largely based on achieving revenue and earmings before interest, tax, depreciation

and amortisation (EBITDA) targets
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27 Deferred income tax

Deferred income tax assets and habilities are offset when there 1s a legally enforceable right to offset current tax assets against current tax habilibes and when
deferred income tax assets and habilities relate to income taxes levied by the same taxation authority on either the taxable entity or different taxable entities
where there 15 an intention to settle the balances on a net basis The amounts conceined are as follows

2011 2010
Group £'000 £'000
Deferred tax assets
Deferred tax asset to be recovered within 12 months (67} -
Deferred tax asset to be recovered after more than 12 months {168} (217)

{235} (217}
Deferred tax habilities
Deferred tax hiability to be recovered after more than 12 months 4,434 2,796
Deferred tax liability to be recovered within 12 months 392 120

4,826 2916
Deferred tax hiatulities - (net) 4,591 2,699
The gross movement on the deferred mcome tax account s as follows

2011 2010

£'000 £000
At 1 January 2,699 (94)
Exchange differences 83 -
On acquisition of subsidianes (note 37) 2,197 3,029
Acquired with subsidianes {note 37) - {55)
income statement maovement (note 13) (388) (181)
At 31 December 4,591 2,699

The movement m deferred mncome tax assets and hahihties during the year, without taking into consider ation the offsetting of balances within the same tax
Jurisdiction, 15 as follows
Accelerated

tax depreciation Total

Deferred tax habilities £000 £000
At 1 January 2010 - -
{Credited) to the income statement {113} (113)
Acquisition of subsidianes 3,029 3,029
At 31 December 2010 2,916 2916
At 1 January 2011 2,916 2,915
Acquisition of subsidiaries (note 37) 2,197 2,197
[Credited) to the income statement (370) (370)
Exchange differences 83 a3
At 31 December 2011 4,826 4,826
Tax losses Other Total

Deferred tax assets £'000 £'000 £'000
At 1 January 2010 - 94) [(94)
{Credited) to the 1ncome statement (68) - (68)
Acquisition of subsidiares (55) - {55)
At 31 December 2010 (123} (94) {217)
At 1 January 2011 {123) {94) (217)
{Credited) to the income statement {18) - (18)
At 31 December 2011 (141) {94) (235)
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27 Deferred income tax (conlinued}

Deferred income tax assets are recognised to the extent that the realisation of the related tax benefit through future taxable profits 1s probable The Group did
not recogmise deferred income tax assets of £1,961,000 (2010 £1,885,000) mainly in respect of tax losses amounting to £7,843,000 {2010 £8,576,000) that
can be carmed forward against future taxable income

2011 2010
Company £000 £'000
Deferred tax assets
Deferred tax asset to be recovered after more than 12 months 94 94
Deferred tax 94 94
There was no movement duning the year and the deferred tax assets relate to other tax differences
28 Share capital and premium

Number  1p Ordinary Share
of Shares Shares premium Total

Group and Company No £'000 £'000 £000
At 1 January 2011 168,138,459 1,681 23,013 24,694
[ssue of shares 83,089,675 831 15,359 16,190
At 31 December 2011 251,228,134 2,512 38,372 40,884

The Company issued 65,000,000 Ordinary Shares to investors on 16 [une 2011 to fund the acquisition of Stanbio Laboratory LP through its subsidiary
undertaking, EKF Diagnostcs Inc The Ordmary Shares 1ssued have the same rights as the other shares in 1ssue The fair value of the shares 1ssued amounted
to £13,000,000 (20p per share) The related ransaction costs of £597,000 have been netted off against the deemed proceeds This gave nise to net funds of
£12,403,000 from the share 1ssue

The Company also 1ssued 16,189,675 Ordinary Shares to the vendor of Stanbio Laboratory LP as part of the consideration for the business under the terms of
the sale and purchase agreement The fair value of the shares amounted to $5 5m (£3 4m) or 21p per share-based on the average closing price per share over
the ten consecutive trading days ending a day before the agreement date

Adam Reynolds (Director) and Paul Foulger {Company Secretary and former-Directar) exercised thewr opuons over 625,000 Ordinary Shares each at 20p per
share

@miral BV exercised their option over 650,000 Ordinary Shares at 18 5p per share

29 Share ophons and share-based payments
The share options and share incentive schemes in existence were as follows

(a) Long-term Incentive Plans ('LTIP')

2011 2010

No of notional No of notional

shares shares

At 1]anuary 17,091,276 -
Granted - 17,091,276
At 31 December 17,091,276 17,091,276

Long-term mcentive plan share awards over notional shares totalling 17,091,276 have been granted to two Executive Directors The key terms of the awards
relating
to the grants noted abeve are as follows

a) 8,545,638 notional shares, with an exercise price of 15p will vest if the Company’s nud-market closing share price attains 45 pence or higher per share for
a period of five consecutive days (on which The London Stock Exchange 1s open for business) at any time during the period of three years commencing on
1January 2011 and ending on 31 December 2013

b) B,545,638 notional shares, with an exercise price of 15p will vest if the Company’s EBITDA for the year to 31 December 201315 at least 52 0875% (being
giowth at 15% per annum compounded) higher than twice the EBITDA for the six menths to 31 December 2010 For these purposes EBITDA shall mean
EBITDA (earnings before interest, taxes, depreciation and amortisation) as shown in the audited accounts for the period 1n question, as adjusted to remove
any adjustment, accrual or expense i respect of the grant of or exercise of the Award granted to the Award holder

The weighted average fair value of the long-term incentive plan share awards linked to the share price target determined using the Monte Carlo valuation
model was 7 40p 1n 2010 The weighted average fair value of the long-term incentive plan share awards linked to the EBITDA target deternuned using the
Black Scholes valuation model was 9 20p 1n 2010 The sigmficant inputs into the model are detaled below

LTIP - Share price target ~ LTIP - EBITDA target

2011 2010 2011 2010
Share price at date of grant ~ 245 pence - 245pence
Weighted average exercise price - 150 pence — 150 pence
Expected volatiity - 40% - 40%
Risk-free interest rate - 071% - 125%
Expected life (years) - 162 - -
Diidend yield - - - -
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29 Share options and share-based payments (centinued)
Expected volatility was deterrmined by calculating the volatility in the historic share price over a period consistent with the expected exercise period of the
award Thas level of volattlity has then been benchmarked by comparing the level of share price volatility for other quoted medical diagnostic businesses over

a three tc ten year period

(b) Unapproved share option

2011 2010
Av BExercise Av Exercise

price per share Options  price per share Options

(£) {No} (£) (No)

At 1]anuary 0185 2,625,000 0195 2,625,000
Granted 0220 6,860,000 - -
Exercised (note 28) 0195 (1,900,000} - -
Forfeited 0252 (400,000} - -
At 31 December 0218 7,185,000 0195 2,625,000

The unapproved share options include the following

«  Directors' options totalling 1,750,000 were i tssue at the beginning of the year of wihich 1,250,000 were exercised on 28 June 2011 at 20p per
share For the remaining 500,000 options which were expiring on 28 June 2011, the Board granted a 12 month extension to 28 June 2012 The
options were held by Gordon Hall and the exercise price remains at 20p per share

. The 225,000 opticns granted to a former employee on 2% January 2004 are concitional on the employee completing two years’ service (the vesting
pened) and are exercisable from the 2nd anniversary of the date of grant The cpuons have a cont: actual option term of ten years and the
Company has no legal or constructive obhigation to repurchase or settle the options 1n cash The exercise price of the granted options 1s equal to the
market price of the shares on the date of grant

. 4,260,000 opuions were 1ssued to a Director on 15 June 2011 at exercise price of 20p per share The shares will vest1f the Company’s EBITDA for
the year to 31 December 2013 15 at least 52 0875% (being growth at 15% per annum compounded) higher than the target adjusted EBITDA of
E777.408 All EBITDA contribution from current and future acquisitions of the Company will be used 1n assessing 1f the annual compound growth
rate1s achieved For these purposes EBITDA shall mean EBITDA (earmngs before interest, taxes, depreciation and amortisation) as shown :n the
audited financial statements for the period 1n question

. 2,600,000 options were 1ssued to semor employees of the Group on 28 September 2011 at exercise price of 25 25 per share The shares will vestif
the Company’s EBITDA for the year to 31 December 2013 15 atleast 52 0875% (being growth at 15% per annum compounded) higher than the
Larget adyusted EBITDA of £777,408 All EBITDA contribution from future acquisitons of the Company will be excluded 1n assessing if the annuat
compound growth rate 1s achieved For these purposes EBITDA shall mean EBITDA (earmings before interest, taxes, deprecianon and amortisation)
as shown 1n the audited finanual statements for the period in question

. 400,000 options 1ssued to a semor employee of the Group were forfeited during the year when the employee left the Group

All share cption awards are equity settled Qutof the 7,185,000 (2010 2,625,000) outstanding eptions 725,000 (2010 2,625,000} were exercisable

Share options outstanding at the end of the year have the following expiry date and exercise prices

2011 2010
Exercise price Exernise price

per share Options per share Options
Expry Date £) (No} (£ (Noj
11012011 - - 0185 650,000
28062011 020 - 020 1,750,000
28062012 020 500,000 - -
29012014 018 225,000 018 225,000
16062021 020 4,260,000 - -
28092021 025 2,200,000 - -

7,185,000 2,625,000

The weighted average fair value of options granted during 2011 determined using the Black-Scholes valuation model was £0 05 (2010 £mil} The sigmficant
inputs into the model are detailed below

2011 2010
Weghted average share price 22p -
Weighted average optron exercise price 22p -
Expected volatility 0% -
Risk-free interest rate 205 -
Expected option hfe 4 year -

Dividend yield - -

Expected volatihity was determined by calculating the volatihty in the historic share price over a period consistent with the expected exercise pericd of the
option This level of volathty has then been benchmarked by comparing the level of share price velatlity for other quoted medical diagnostc businesses over a
three to ten year penod
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29 Share options and share-based payments (continued)

(c) Bonus and share incenbive scheme (‘BAPSI')

2011 2010

No of notional No of nottonal

shares shares

At 1 January 2,167,318 2,167,318
At 31 December 2,167,318 2,167,318

Banus and share incentive scheme awards over notional shares totalling 2,167,318 (2010 2,167,318} have been granted to three Directors The latest
exercise date for these options 15 30 November 2015 The key terms of the awards are as follows

4) The maximum entitlements under these awards ai e achieved n full 1f the Company s market capitahisation reaches £20 million or greater, with
entitlements vesting at the following targets 70% at a market capitalisation of £18 mulhon, 45% at £16 milhon, 30% at £13 nulion and 15% at £10
milhion

b) Inthe event that the Company 15 subject to a takecver and 1s valued at £15m or higher, further new Ordinary Shares equivatent to 50% of the number of
notional shares will be tssued to the option holder This conditon has been fulfilled

Qutofthe 2,167,318 (2010 2,167,318) outstanding BAPSI awards 2,167,318 (2010 2,167,318) were exercisable

30 Retaned earmings
Group Company

£'000 £'000
At 1 January 2010 (386) {2,627)
Loss for the year (3.435) [2112)
Share-hased payment 152 152
Actuarial loss on pension scheme (an -
Fair value adjustment in respect of available-for-sale financal assets (6) (6)
At 31 December 2010 {3,686) {4,593)
At 1 January 2011 {3,686) {4,593)
[ oss for the year (2,884) {1,282)
Share-based payment 753 753
Actuaral loss on pension scheme (2) -
Fair value adjustment 1n respect of available-for-sale financial assets 155 155
At 31 Decemnber 2011 (5,664} (4,967)
31 Other reserves
Foreign currency Other Total
Group £'000 £'000 £'000
At 1 January 2010 1,265 244 1,509
Currency translauon differences 707 - 707
At 31 December 2010 1,972 244 2,216
At 1 January 2011 1,972 244 2,216
Currency translanon differences (395) - {395)
At 31 December 2011 1,577 244 1,821

Other reserves were created at the inception of the Company on the merger with its Swiss subsidiary, Internanonal Brand Licencing AG

32 Retrement benefit obligations

2011 2010
Group £'000 £000
Liability in the balance sheet for pension henefits 97 88
Income statement charge for
Pension benefits 17 12
Actuaral losses recognised 1n the statement aof other comprehensive income 1n the period 2 11
Cumulative actuanal losses recogmised 1n the statement of other comprehensive income 13 1

Pensicn benefiis
The Group operates a defined contribution pension scheme the assets of which are held separately from those of the Company 1n an independently
administered fund The pension cost for the year represents contribitions made by the Company to the fund and amounted to £151,000 (2010 £24,000)

The Gioup operates a funded defined benefit plan for Berthold Walter, the former owner of EKF-diagnostic GmbH Germany

The most recent actuanial valuation of plan assets and the present vatue of the defined benefit obhigation were cammied cut at 31 December 2011 by SLPM
Schweizer Leben Pensions Management GmbH
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32 Retrement benefit obligations {(continued)

The prinaipal actuarial assumptions were as follows

2011 2010
Group % %
Discount rate 525 536
Inflation rate 200 170
Expected return on plan assets 380 380
Future salary increases Nil Nil
Future pension increases 200 200

Assumptions regarding future mortality experience are set based on the German Pension table ‘Richttafeln 200567, and an expected retirement age of 65

This gives an underlying life expectancy of 21 148 years

The amounts recogmsed 1n the balance sheet are determined as follows

2011 2010

£000 £000
Present value of funded obligation (204) (183)
Farr value of plan assets 107 95
Deficit of funded plans (97} (88)
The movement in the defined benefit obligation over the year 1s as follows

2011 2010

£°000 £000
At 1 January 183 -
Liabilities acquired 1 a business combination - 156
Current service cost 10 7
[nterest cost 10 8
Actuanal losses 1 12
At 31 December 204 183
The movement in the fatr value of plan assets over the year 1s as follows

2011 2010

£'000 £'000
At 1 January 95 -
Assets acquired in a business combinaticn - 85
Expected return on plan asset 3 3
Actuarial losses/(gains) 1 m
Employer contrbutions 8 g
At 31 December 107 95
The amounts recogmsed in the mcome statement ate as follows

2011 2010

£'000 £'000
Current service cost (10) M
Interest cost (10} (8)
Expected return on plan asset 3 3
Total (n (12)

£10,000 (2010 £7,000) was charged through operating expenses and £7,000 (2010 £5,000) was charged through Finance costs

The expected contribution rate for 2012 s 8% (2011 8%}
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33 Prowstons for other habibes and charges

Litigation
Group £'000
At 1 January 2010 -
Acquired wath subsidiary 606
Exchange differences 26
Utilised 1 the year (71)
At 31 December 2010 561
At 1 January 2011 561
Exchange differences (19)
Unwind of discount rate 68
Utilised in the year (23)
At 31 December 2011 587
Analysis of total provisions
2011 2010
£'000 £000
Current 587 561
Lithgation

This 1epresents a provision for certam ongoing legal claims where the Group 1s the defendant in patent related itigation 1n Germany and the United States
The balance at 31 December 201115 expected to be utithsed during the hitigation over a certain period This period 1s uncertain at this ume, and as such the
directors have decided to disclose the entire provision as current. In the Directors’ opinion, after takung appropriate legal adwice, the outcome of the patent

1elated iigation will not give rise to any sigmficant loss beyond the amounts provided at 31 December 2011

‘The Directars have not recognised any contingent gain that may arise with regard to a counter claim that s currently also taking place against the claimant, on

the grounds that the Directors consider the success of the claum to be possible rather than probable

This provision has been discounted

34 Commitments
a) Capital commitments

The Group has contracted approximately £0 3m capital expenditure at the end of the reporting period but not yet incurred

b} Operating lease commitments

The Gioup leases various offices and manufacturing buildings under non-cancellable operating lease agreements The lease terms are hetween one and five

years

The Group also leases various assets under non-cancellable operating lease agreements The lease terms are between one and ten years

The future aggregate mummum lease payments under non-cancellable operating leases are as follows

Land & buildings Other
2011 2010 2011 2010
Group £000 £000 £000 £'000
No later than 1 year 32 55 13 -
Later than 1 year and no later than 5 years 498 33 62 63
Later than 5 years 369 65 - -
Total 899 153 75 63
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35 Cash used Iin operations

Group Group Company  Company
2011 2010 2011 2010
£'000 £'000 £'000 £000
Loss before income tax (2,360} (2,089 {1,282) (2,112)
Adjustments for
- Discontinued activities {187) (1,372) - -
- Depreciation 925 365 - -
- Amortisation and impairment charges 1,396 804 - -
- Impairment of available asset for sale 49 - - -
- Share-based payments 753 152 753 152
- Loss on disposal of intangibles - 414 - -
- Foreign exchange gains on operating activities {122) (155) - -
- Net finance costs / (income) 320 159 {561} (89)
Changes in working capital
- Inventories (23) 80 - -
- Trade and other receivables (488) 5,775 (13,948} (7.025)
- Trade and other payables {432) {5,143) 1,360 516
Nat cash used in operations (169) {1.010) (13,678} (8.558)
In the statement of cash flows, p1oceeds from the sale of property, plant and equipment comprise
2011 2010
Group £000 £000
Net book amount 15 3
Profit/(loss) on disposal of ptoperty, plant and equipment - -
Proceads from disposal of property, plant and equipment 15 3

Non-cash transactions

The prinaipal non-cash transactions relate to the 1ssue of shares as consideration for the acquisitton discussed in note 37

36 Discontinued operations
Analysis of loss and cash flows for the year from discontinued operations

The results and cash flows of the discontinued operations included in the consolidated tncome statement and consolidated cash flow statement for 2011 are

set out below

2011 2010

£'000 £'000
Loss from discontinued operations
Revenue - 212
Operating expenses (138) {(789)
Excepuional impairment of intangibles - {354)
Exceptional impairment of available-for-sale asser (49) -
Exceptional loss on sale of intangible assets - (414)
Taxation - (27)
Loss for the year from discontinued operations (187) (1,372)
Cash flow from disconunued operations
Net cash flow from operating activities (138) (604)
Net cash flow from investing acuvities 1,220 562
Net cash flow 1,082 (42)
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37 Business combinations

Acquisttion of Stantio Laboratory LP

On 17 June 2011, the Group through its subsidiary undertaking, EKF Diagnostics Inc acquired Stanbio Laboratory LP, a US-based medical diagnostic devices
distributien 2nd manufactunng business

The goodwill of £4,750,000 arising from the acquisition 1s attributable to the expected future profitahlity of the acquired business and synergies expected to
arnve from the incorporation of the business within the Group

The following table summadrises the consideration paid for Stanbio Laboratory LP and the amounts of the assets acquired and Lhabihties assumed recogtsed
at the acquisition date

£000
Consideration at 17 June 2011
Cash 8,696
Equity mstruments (16,189,675 Ordinary Shares - to bessued in 3 tranches at each anauversary of the acquisition) 3,416
Deferred consideration (note 26) 3,985
Total consideration 16,097
Acquisition-related costs (included in admunistrative expenses in the consolidated income statement for the
year ended 31 December 2011) (note 7) 397
Recognised amounts of identifiable assets acquired and habilities assumed
Cash and cash equivalents 7
Property, plant and equipment (note 16) 4,339
Trade names - included 1n intangibles (note 17} 1,118
Customer relatons - included m intangibles (note 17) 6,963
Trade secrets - included wn intangibles (note 17) 602
Research and development costs (note 17) 236
Inventories 1,805
Trade and other receivables 1,380
Trade and other payables (1,240)
Borrowings {1,666)
Deferred tax habibtes (note 27) (2.197)
Total identifiable net assets 11,347
Goodwill 4,750

The fair value of the 16,189,675 Ordinary Shares to be 1ssued 1n three tranches at each anmiversary of the acquisition, as part of the consideration paid for
Stanbio Labhoratory LP was based an the average closing price per share over the ten consecutive trading days ending a day before the agreement day

l'he contingent considerahon arrangement requires the Group to pay the former owner of Stanbio Laboratory LP additional consideration agreed at a
maximum of 57,162,000 (£4,448,000) of which $500,000 (£323,000) has been paid since the completion The majonty of the consideration 1s hinked to
EBITDA and Revenue targets over a four-year period post acquisinon The Directors beheve that there 1s a near 100% probability that these payments will be
made 1n full However, the value has been discounted to 1ts net present value to $6,415,000 (£3,985,000) using a rate of 5 50% to reflect the time vatue of
money Unwind of the discount in the post-acquisition period totals $134,000 (£86,000) and has been included in the finance expense 1n the income
statement {note 12)

The fair value of inventoriesis £1,805,000 Frushed goods and work in progress inventories have been uplifted by £137,000 to sales value less costto
complete and cost to sell (note 7)

The revenue mcluded in the consolidated statement of comprehensive income since 17 June 2011 contributed by Stanbio Laboratory LP was £8,396,000
Stanbio Laboratory LP also contributed retained profit of £1,059,000 over the same peried Had Stanbio Laboratory LP had been consolidated from 1 January
2011, the consolidated statement of comprehensive income, would show revenue of £13,500,000 and profit of £1,486,000

38 Related Party Disclosures

Directors

During the year the Group was invoiced £63,750 by BBI Holdings Limited and 1ts subsidiary undertaking for development costs David Evans and Julian
Baines are directors of BBl Holdings Limuted

Director's emoluments are set out 1n the Remuneration Committee report.

Key management compensation
Key management compensation for the year was as follows

2011 2010

£'000 £ 000

Aggregate emoluments 594 383
Share-based payments 745 152
Employer contribution to penston scheme 5 5
1,344 540

Key management includes all the Director s only

39 Post balance sheet events
There are no significant post balance events to report at the date of this annual report.
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Notice of Annual General Meeting

EKF Diagnostics Holdings PLC {Company)

NOTICE IS HEREBY GIVEN that the Annual General Meeting {(Meeting) of EKF Diagnosucs Holdings plc (Company) will be held at the offices of Canaccard
Genuity Limited, 88 Wood Street, London, EC2V 7QR on 23 May 2012 at 11 am for the following purposes

Ordinary Resolutions
1 To receive and adopt the statement of accounts for the year ended 31 December 2011 together with the reports of the Directors and the auditors thereon

2 Tore-elect Richard Evans, whao retires by rotation, as a hrector

3 To re-appoint Messrs PricewaterhouseCoopers LLP as auditors to act as such until the conclusion of the next General Meeting of the Company at which the
requirements of section 437 of the Companies Act 2006 are complied with and to authonse the Directors of the Cempany to fix their remuneration

4 Thatn substitution for any existing such authority, the Directors be and are hereby generally and unconditionally authonsed pursuant to section 551 of
the Companies Act 2006 (the “2006 Act™) to allot Relevant Securities of the Company

(1) up to a maximum nominal amount of £300,272 52 (in pursuance af the exercise of outstanding share options granted by the Company but for no
other purpose),

m up to an aggregate nominal amount of £376,842 20 [in addition to the authonties conferred in sub-paragraphs (1) above) representing
appioxunately 15% of the Company’s Issued Share Caputal,

such authonties (unless previously renewed, revoked or vanied) to expire at the conclusion of the next Annual General Meeting of the Company to be held
n 2013, save that the Company may, before such expiry, make an offer or agreement which would or might require Relevant Securities to be allotted after
such expiry and the directors may allot Relevant Secunties in pursuance of such an offer or agreement as if the authonty conferred hereby had not
expired

5 Specal Resolution
That, subject to the passing of the above Reselution the Directors be given the general power to allot equity secunties (as defined in section 560 of the
2006 Act} pursuant to the authonty conferred by the Resolution above as if section 561(1) of the 2006 Act did not apply to any such allotments prowided
that thus power shall be limuted to

1) the allotment of equity securities on the exercise of the share options granted by the Company,

W) the allotment of equity securities (otherwise than pursuant to sub-paragraphs (1) above} for cash in connection with any rights 1ssue or pre-
emptive offer 1n favour of holders of equity securtties generally,

(m)  the allotment {otherwise than pursuant to sub paragraphs (1) and (1) above} of equuty securities for cash up to an aggregate nomnal amount of
£376,842 20 representing approximately 15% of the Company’s [ssued Share Capital,

and provided that such power (unless previously 1enewed, revoked orvaried) shall expire at the conclusion of the Annual General Meeting of the
Company to he held 1n 2013, save that the Company may, before such power expires, make an offer or enter into an agreement which woutd or might
require equity securities to be allotted after such power expires and the Directors may allot equity securities in pursuance of any such offer or agreement
notwithstanding that the power conferred by this resolution has expired

Registered Office BY OCRDER OF THE BOARD
14 Kinnerton Place South Paul Foulger

London Company Secretary

SWIX 8EH

21 March 2012
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Notes

(1) The Company specifies that only those members registered on the Company’s register of members at 6 pm on 21 May 2012 or if this general meeung s adjourned at 6 pm on the day
two days prior to the adjourned meetng shall be entitled to attend and vote at the General Meeting

2) [f you are a member of the Company at the time set out In note 1above you are entitled tc appoint a proxy to exercise all er any of your nights to attend speakand vote at the General
Meeting and you should have recerved 4 Proxy Form with this notice You can enly appoint a proxy using the procedures set out 1n these notes and the notes to the Proxy Form

(3) A proxy does not need te he a member of the Company but must attend the General Meeting to represent you Detals of how to appoint the chairman of the General Meeting or another
person as your proxy using the Proxy Fortn are set autin the notes to the Proxy Form 1f you wish your proxy to speak on your behalfat the General Meeting you wili need to appaint
yout own choice of proxy (not the chairman) ang give your imstructions directly to them

(4) You may appoint mare than one proxy provided each proxy 1s appointed to exercise rights attached to different shares You roav not appoint more than one proxy to exercise nghts
attached to any one share To appeint more than one proxy, please contact the Company's regstrars at the address set out mnote 5

(5) The notes to the Proxy Form explain how te direct your proxy how to vote on each resolutton or withhold their vote
To appotata proxy using the Prexy korm the Proxy Form must be

(a) completed and signed,

(b) sent or delivered to Capita Registrars PXS, 34 Beckenham Road Kent BRI 4TU and

(€) received by Capita Registrars at the address provided in paragraph 5(b) above no later than 11 am on 21 May 2012
1t the case of a member which is a company the Proxy Form must be executed under 1ts comman seal or signed on its behalf by an officer of the company or an attorney for the
company
Any power of attorney or any other authority under which the Proxy Form is signed (or a duly certified capy of such power or authority) must be included with the Proxy Form

(6) In the case of jont holders, where more than one of the joint holders purports to 1ppoint a proxy only the appointment submitted by the most sentor holder will be accepted Semierity
1s deternuned by the order in which the names of the joint holders appear in the Company’s register of members in respect of the yoint bolding {the first named being the most senlor)

{7 To change your proxy instructions simply submit a new proxy appaintinent using the methods set outabove Note that the cut off time for receipt of proxy appointments (see above)
also apply in refation to amended mstruchons any amended proxy appomntment received after the relevant cut off tme will be disregarded
Where you have appointed a proxy using the hard copy proxy form and would hike to change the instructions using another hard copy proxy form please contact Lapita Registrdrs at
the address noted 16 note 5 above
1€ you subrmut more than one valid proxy appomtment the appomtment received last before the latest tume for the receipt of proxies will take precedence

(8) It erder te revoke a proxy instruction you will need to intorm the Company by sending a signed hard copy notice clearly stating your intention to revoke your proxy appeintiment to
Capita Registrars at PXS 34 Beckenham Road Kent, BR34TU In the case of 2 member which 1s a company the revocation notice must be executed under 1ts common seal or signed on
1ts behalf by an officer of the company or an attoraey for the company Any power of attorney or any other authority under which the revocation notice 1s signed {ora duly certificd copy
of such power or authonty) must be included with the revocation notice
The revoration notice must be recerved by Capite Regustrars no laterthan 11 am on 21 May 2012
IFyou attempt to revoke your praxy appointment but the revocation 15 1 eceived after the me specified then subject to the paragraph directly below, your proxy appointment will
remain valid
Appointment of 4 proxy does not preclude you from attendinyg the general meetingand voting in person 1fyou have appointed a proxy and attend the general meeting in person your
proxy appotntment will aztematically be terminated

{9) A corporation which 1s a member can appatht one or more corporate representatives who may exer use on its behalf all its powers as 4 member provided that no more than one
colporate representative exercises power over the same share

(107 Vahngon all resolutions will be conducted by way of a poll rather than on a show of hands

(11}  Asat5 pm on the day immediately prior to the date of posting of this rotice the Company’s 1ssued share capital comprised 251 228,134 Ordinary Shares of 1p each bach ordinary share
carnies the night to one vote at 4 general meeting of the Campany and therefore the total number of voting nghts in the Company as at S pm on the day immediately prio: to the date of
posting of this notice 1s 251 228 134
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