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FUSION ANTIBODIES LIMITED

'DIRECTORS’ REPORT
.FOF{ THE YEAR ENDED 31 MARCH 2017

The directors present their annual report and the audlted financial statements of the company for
the year ended 31 March 2017.

The company is incorporated and domiciled in the United Kingdom.

Principal actmty ‘
The . principal activity of the company is the research, development and manufacture of
recombinant proteins and antrbodres particularly in the areas of cancer and infectious diseases. -

Directors: '
The following dlrectors have held office during the year and unt|I the date of signing this report:

Dr Simon Douglas - non-executive
Dr Paul Kerr (Managing Director)
Dr Richard Buick (Chief Technical Officer)
Professor Sir John Cadogan CBE FRS? - non-executive
Mr James Fair (Chief Financial Officer) (appointed 1 August 201 7)
. Ms Sonya Ferguson - non-executive. (appointed 10 June 2016)
Dr Alan Mawson'2 - non-executive
‘Mr David Moore' - non-executive
Mr Colin Walsh? - non-executive
. 3 ;
' Member of the audit committee ,
2 Member of the remuneration committee .

Results and dividends
No ordinary dividends were paid (201 6: £n|I) The directors do not recommend payment ofa flnal
d|V|dend :

Financial management - ' ‘ ’

- The company is exposed through its operations to the foIIowmg financial mstrument risks: credit
risk; liquidity risk and foreign currency risk. The-policy for managing these risks is set by the Board
following recommendations from the Chief Financial Officer. The overall objective of the Board i is.
to set policies that seek to reduce risk as far as possible without unduly affecting the company’s
competitiveness and erxrbllrty The policy for each of the above risks is described i in.more detarl
below.. -

Credlt risk :
Credit risk arises from the company’s trade and other receivables. It is the risk that the
counterparty fails to discharge their obllgatlon in respect of the instrument.

The company is mainly exposed to credit risk from credit sales It is company pollcy to assess
the credit risk of new customers before entering contracts. Also, for certain new customers the
company will seek payment at each stage of a project to reduce the amount of recelvable the
company has outstanding for that customer.



FUSION ANTIBODIES LIMITED

DIRECTORS’ REPORT
FOR THE YEAR ENDED 31 MARCH 2017

Financial management continued

quu:dlty risk A
Liquidity risk arises from the company’s management of working capital, and is the risk that the
company will encounter difficulty in meeting its financial obligations.as they fall due.

| L
At each board meeting, and at the reportmg date, the cash flow projections are considered by the -
. Board to confirm that the company has sufficient funds and available fundlng facilities to meet its
‘obligations as they fall due .

Forelgn currency risk .
Foreign currency risk is the risk that the falr value of future cash flows of a financial instrument
WI|| fluctuate because of changes in foreign exchange rates.

The company seeks to transact the majority of its business in its reportlng currency (£sterllng)
However, many customers and suppliers are outside the UK and a proportion of these transact
with the company in US Dollars or Euro. For that reason the company operates current bank .
accounts in these two currencies as well as in its reporting currency. To the maximum extent
possible receipts and payments in a particular currency are made through the bank account in
that currency to reduce the amount of funds translated to or from the reporting currency. Cash
flow projections are used to plan for those occasion when funds will need to.be translated into-
different currencies so that exchange rate risk is minimised

Directors’ indemnity

Every director and other officer of the company is entitled to be indemnified out of the assets of
the company against all losses or liabilities properly incurred by him or her in or about the
discharge of the duties of his or her office. The company has insurance cover in place to mitigate
such costs. : .

Statement of Dlrectors Responsibilities’
The Directors are responsible for preparing the Annual Report and the flnanC|aI statements in
accordance with applicable law and regulatlons

Company law requires the Directors to prepare the financial statements for each financial year.
Under that law the Directors have prepared the financial statements in accordance with
International Financial Reporting Standards (IFRSs) as adopted by the European Union. Under
company law the Directors must not approve the financial statements unless they are satisfied
that they give a true fair view of the state of affairs of the company and of the profit or loss of the

* company for that period. '

In preparing the f'inancial statements, the Directors are required to

» “select suitable accounting policies and then apply them consistently;

¢ make judgements and accounting estimates that are reasonable and prudent;

e state whether applicable IFRSs as adopted by the European Union have been followed;
subject to any material departures disclosed and explained on the financial statements;
and

* .prepare the financial statements on the going concern basis unless |t is mappropnate to-

© . presume that the company erI contlnue in business. 4



FUSION ANTIBODIES LIMITED

DIRECTORS REPORT
FOR THE YEAR ENDED 31 MARCH 2017

Statement of Directors’ Responsibilities continued
" The Directors are responsible 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
financial position of the company and enable them to ensure that the financial statements comply -
with the Companies Act 2006. The Directors are also generally responsible for safeguarding the '
assets of the company and hence for taking reasonable steps.for the prevention and detection of
fraud and other irregularities. :

The Directors are responsuble for the mamtenance and integrity of the company’s website.
Legislation .in the United Kingdom governing the preparation and dissemination of flnanmal
' statements may differ from Iegnslatlon in other jUFISdICtIOﬂS :

4 Statement of disclosure to auditors
The Directors confirm that:

- e so far as each Director is aware, there is no relevant audlt information of which the
company'’s auditor is unaware; and
+ the Directors have taken all the steps that they ought to have taken as Directors in order
* to make themselves aware of any relevant audit information and to establish that the
auditor is aware of that mformatlon :

This report has been prepared in accordance with the special provusnons relatmg to small-
companles within Part 15 of the Companies Act 2006.

On behalf of the Board

fq/{ A /7%%

Dr Paul Kerr
Director

16 November 2017

- Company registration number NIQ3_9740 '




FUSIOlN ANTIBODtES LIMITED
: INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF FUSION ANTIBODIES LIMITED

Report on the financial statements

Our opinion
In our opinion, Fusion Antibodies Limitéd's financial statements (the “financial statements):

e give a true and fair. view of the state of the company s affairs as at 31 March 2017 and of its protlt and cash
flows for the year then ended; .

 have been properly prepared in accordance with lnternatlonal Financial Reportlng Standards (“IFRSs") as
adopted by the European Union; and ' .

" e- have been prepared in accordance with the requirements of the Companies Act 2006.

What we have audited ‘
The financial statements, included within the Annual Repert, comerise: '
‘ ¢ the statement of financial position as at 31 March 2017;,
e the statement of comprehensive income for the year then ended;
s the cash flow statement for the year then ended,; ‘
. the statement of changes in equity for the year then ended; and

« the notes to the financial statements, which include a summary of significant accounting policies and other
explanatory information.

The financial reporting framework that has been applied in the preparatlon of the fmancual statements is IFRSs as
adopted by the European Union, and applicable law. :

In applying the financial reporting framework, the directors have made a number of subjective judgements, for example
“in respect of significant accounting estimates. In making such estlmates they have made assumptions and conS|dered ’
“future events.

Opiniens'on other matters prescribed by th_e Compan'ies Act 2006 .

In our opinion, based on the work undertaken in the course of the audit:

e the information given in the Directors’ Report for the financial year for which the flnanC|aI statements are
prepared i is’ consistent with the financial statements; and -

+

» the Directors’ Report has been prepared in accordance with applicable legal requirements.

In addition, in light of the knowledge and understanding of the company and its environment obtained in'the course of
. the audit, we are required to report if we have identified any material misstatements in the Directors’ Report. We have
nothing to report in this respect. '

Other matters on which we are required to report by exception

Adequacy of accounting records and information and explanations received
Under the Companles Act 2006 we are required to report to you if, in our 'opjnion:
_. we have not received all the informatiori and explanations we require for our audlt or

.. adequate accounting records have not been kept, or returns adequate for our audit have not been recelved
from branches not vnsnted by us; or :

.« thefinancial statements are not in agreement with the accounting records arid returns.

We have no exceptions to repor;_t arising from this responsibility.



} FUSIONAANT.IBO.DIES LIMITED

‘ INDEPENDENT AUDITOR S REPORT
TO THE.MEMBERS OF FUSION ANTIBODIES LIMITED (Contlnued)

' Dlrectors remuneration

‘ Under the Companies Act 2006 we are required to report to you if, in our opinion, certain disclosures of dlrectors
remuneration specified by law are not made. We have no exceptions to report arising from this responsibility.

Entitlement to exemptions

Under the Companies Act 2006 we are required to report to: you if, in our opinion, the directors were. not entltled to:
take advantage of the small companies exemption in preparing the Directors’ Report; and take advantage of the small
companies exemption from preparing a strategic report. We have no exceptions to report arising from this responsibility.

Responsibilities for the financial statements and the audit

Our respensibilities and those of the directors

As explained more fully in the Statement of Directors’ Responsibilities set out on pages 2 and 3, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair view.

Our responsibility is to audit dnd express an opinion on the financial statements in accordance with applicable law and
International Standards on Auditing (UK and Ireland) (*ISAs (UK & Ireland)”). Those standards require us to comply
‘with the Auditing Practices Board’s Ethical Standards for Auditors.

This report, including the opinions, has been prepared for and only for the company's members as a body in accordarice
with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions,
accept or assume responsibility for any other purpose or to any other person to.whom this report is shown or into
whose hands it may come save where expressly agreed by our prior.consent in writing.

*What an audit of financial statements involves

We'conducted our audit in accordance with ISAs (UK & Ireland). An audit involves obtaining evidence about the
- amounts and disclosures in-the’ financial statements sufficient to give reasonable assurance that- the financial
- statements are free from material misstatement, whether caused by fraud or error. This includes an assessment of:

. whether the accounting policies are appropriate to the company’s crrcumstances and have been consrstently
.. applied and adequately disclosed,; .

e the reasonableness of srgnmcant accounting estimates made by the directors; and
3 the overall presentatlon of the financial statements.

We primarily focus our work in these areas by assessmg the dlrectors |udgements against available evidence, forming
.our own judgements, and evaluating the disclosures in the financial statements.

We test and examine information, usrng sampling and other auditing techniques, o the extent we consider necessary
. to provide a reasonable basis for us to draw conclusions. We obtain audit evidence through testing the effectiveness-
:.of controls, substantive procedures or a combination of both.

In addition, we read all the financial and non-financial information in the Annual Report to. identify materiai
inconsistencies with the audited financial statements and to identify any information that is apparently materially

. incorrect based on, or materially inconsistent with, the knowledge acquired by us in the course of performing the audit.
If we become aware of any apparent material misstatements or inconsistencies we consider the implications for our
report. With respect to the Directors’ Report, we consider whether this report includes the disclosures requtred by
apphcabie Iegal requrrements .

Ketin MacAIIister'(Seniomr)

for and on behalf of PricewaterhouseCoopers LLP
" Chartered Accountants and Statutory Auditors
Belfast: - .
" -27 November 2017




" FUSION ANTIBODIES LIMITED

~ STATEMENT OF COMPREHENSIVE INCOME

" FOR THE YEAR ENDED 31 MARCH 2017

2016

Notes 2017
' SR £
~ Revenue 4 1,913,956 - ' 1,481,265
Cost of sales - (952,459) ~ (618,055)
Gross profit 961,497 863,210
Other operating income 22 45,674 . 7,104
Administrative expenses (880,641) " (842,629)
Operating profit 5 126,530 27,685
-~ Finance costs - 8 _ (615) | (496)
4 125,915 27,189
Income tax (expense)/credit 10 (5,961) 1,126,903
Profit for the financial year - - : , 119,954 1,154,092
Total comprehensive : - ' Co
income for the year o L ‘ 119,954 .. 1,154,092

The statement of comprehensrve income has been prepared on the basis that all operatlons are
contrnumg operatlons : :

* .. The accompanying notes on pages 10 to 32 form an integral part of the financial statemerits.



FUSION ANTIBODIES LIMITED

' STATEMENT OF FINANCIAL POSITION

‘AS AT 31 MARCH 2017

2016

2015

Notes - 2017
£ £ £
Assets : :
Non-current assets - .
Property, plant and equapment , 11 107,253 49,972 36,447
Deferred tax assets ' 13 1,118,864 1,126,903 -
: " 1,226,117 1,176,875 36,447

Current assets R
Inventories 14 70,261 - : -

- Trade and other recelvables 15 571,998 277,625 210,922
Current tax receivable 2,078 - 19,961

* Cash and cash equivalents - 285,685 413,945 103,632

o : : 930,022 . 691,570 334,515
Total assets 2,156,139 1,868,445 370,962
Liabilities 4

“Current liabilities e R
Trade and other payables 16 430,217 391,430 181,668

' 430,217 . 391,430 181,668

Net current assets 499,805 300,140 152,847
Non-current liabilities
Provisions for other liabilities’ and : ‘ oo
charges - 17 20,000 20,000 20,000
Net assets 1,705,922 1,457,015 169,294
Equity o
Called up share capital 19 ' 547,655 547,655 547,655
Share premium reserve 6,161,269 6,161,269 ‘6,161,269
Accumulated losses {5,003,002). (5,251,909) (6,5639,630).
Equity' 1,705,922 1,457,015 : 169,294

The accompanymg notes-on pages 10 to 32 form an integral part of these fmancnal statements

The financial statements on pages 6 to 32 were approved by the Board o 16‘h November 2017, and

signed on its behalf:

%//K&f///‘/&z/~

Dr Paul Kerr
Director

James Fair
Director . .

Registered in Northern Iréland, number NI039740




FUSION ANTIBODIES LIMITED |

STATEMENT OF CHANGES IN EQUITY -
* FOR THE YEAR ENDED 31 MARCH 2017

Called up - Share _
- share premium  Accumulated .
capital- reserve losses Equity
' £ £ £ . £
At 1 April 2016 547,655 6,161,269 (5,251,909) 1,457,015
Profit for the year - : - 119,954 119,954 .
- Share options — value of : '
. _employee services - - - 128,953 - 128,953
‘Total transactions with
- .owners; recognised directly A
in'equity - : - 128,953 . 128,953
- At 31 March 2017 547,655 6,161,269  (5,003,002). . 1,705,922
At 1 April 2015 547,655 6,161,269 (6,539,630) 169,294
Profit for the year - - - 1,154,092 1,154,092 -
Share options — value of . o
employee services - - 133,629 133,629
Total transactions with
owners, recognised directly
in-equity - - - 133,629 133,629
At 31 March 2016 547,655 - 6,161,269

(5,251,909)

1,457,015

: Thé aé:(:ompanying notes on pages 10 to 32 form an integral part of these financial statements.



FUSHION\'ANTIBODIES.LIMITED

CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 MARCH 2017

: 2017 2016

£ £

- Cash flows from operating activities ‘ . - '
Profit for the year . o ' ' ' © 119,954 1,154,092 .
Adjustments for: ' : ‘ ' S
Share based payment expense : © 128,953 133,629
‘Depreciation - _ ‘ 32,990 - 22,236
Finance costs : : : ' 615 496
Income tax expense/(credit) ' : h 5,961 (1,126,903)
Increase in inventories . : o - (70,261) - -
Increase in trade and other receivables (294,373) (66,703)
Increase in trade and other payables o 38,787 - 209,762
Cash (used in)/ generated from operations ’ (37,374) - 326,609
Income tax received . - 19,961
Net cash (used in)/generated from operating activities " (37,374) - 346,570
Cash flows from investing activities . _
Purchase of property, plant and equipment ' - (90,271) (35,761)

" Net cash used in investing activities : ' - (90,271) (35,761)
Cash flows from financing activities
Proceeds from issue of share capital
Interest received B ' - -
Interest paid . ' : - - (615) (496)
Net cash used in financing activities T (615) . (496)
Net (decrease)/increase in cash and cash equivalents ‘ (128,260) - 310,313
Cash-and cash equivalents at the beginning of the year - 413,945 -103,632
Cash and cash equivalents at the end of the year ' ‘ 285,685 413,945

The accompanying notes on pages 10 to 32 form an integral part of these financial s’tatement'sA. _



" FUSION ANTIBODIES LIMITED

'NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2017

-1 General information |
Fusion Antibodies Limited is a company incorporated and domiciled in the UK, havmg
- its registered office at Marlborough House, 30 Victoria Street, Belfast, BT1 3GS.

The principal ecti'vity of the company- is the research, developmenf and manufacture
of recombinant proteins and antibodies, partlcularly in the - areas of -cancer and
infectious dlseases :

2 Slgmflcant accounting poI|C|es

. The principal accounting policies apphed in the preparatlon of these fmancual .

- statements are set out below. These policies have been consistently applied to all
years presented unless otherwise stated.

Basis of preparation

The finahcial‘ statements have been prepared on the historical cost convention,
madified to include certain financial instruments at fair value.

The financial statements are prepared in sterling, which is the functional currency of
the company. Monetary amounts in these financial statements are rounded to the -
nearest £1.

The financial statements have been prepared in accordance with International
Financial Reporting Standards (IFRSs) and IFRS Interpretations: Committee (IFRIC)
as adopted by the European Union and with the Companies Act 2006 applicable to
companies reporting under IFRS. These are the first financial statements applying
IFRS, the date of transition to IFRS is 31 March 2015 with adjustments shown in note
24. :

The preparation of financial statements in conformity with IFRS requires the use of
certain critical. accounting estimates. It also requires management to exercise its
judgement in the process of applying the company’s accounting policies. The areas
involving a higher degree of judgement or complexity, or areas where assumptions
‘and estimates are significant to the financial statements are disclosed in note 3. -
~Going concern ‘ :

The company meets its day-to-day working ‘capital reqwrements from its balances of
monies at bank. The company’s forecasts and projections, taking into account of -
reasonably possible changes in trading perfermance, show that the company should
be able to operate within the available funds. Having assessed the principal risks, the
directors considered it appropriate to adopt the gomg concern basis of accountlng in
preparing its financial statements.

Changes in accounting policy and disclosures

A number of new standards and amendments to standards and interprétations are
effective for annual periods beginning after 1 April 2017, and have not been applied
in preparing-these financial statements. None of these is expected to have a significant
effect on the financial statements of the group or parent company, except the
- following, set-out below:

~10



FUSION ANTIBODIES LIMITED

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2017

.2'

Significant accounting policies contin‘Ued

IFRS 9, ‘F/nanc:/a/ instruments’, addresses the classnflcatlon measurement and

- recognition of financial assets and financial liabilities. It replaces the guidance in

IAS 39 that relates to the classification and measurement of financial instruments.

‘ _IFRS 9 retains but simplifies the mixed measurement model and establishes three

primary measurement categories for financial assets: amortised cost, fair value
through Other Comprehensive Income (OCI) and fair value through profit or loss. -
The basis of classification depends on the entity’s business model and the
contractual cash flow characteristics of the financial asset. Investments in equity
instruments are required to be measured through profit or loss with the irrevocable
option at inception to present changes in fair value in OCI not recycling. There is
now a new expected credit losses model that replaces the incurred loss
impairment model used in IAS 39. For financial liabilities there were no changes

“to classification and measurement except for the changes in own credit risk in OCI,
- for liabilities designated at fair value through profit or loss. IFRS9 relaxes the.

requirements for hedge effectiveness by replacing the bright line hedge
effectiveness tests. It requires an economic relationship between the hedged item
and hedging instrument and for the ‘hedged ratio’ to be the same as the one -
management actually uses for risk management purposes. Contemporaneous
documentation is still required but is different from that currently prepared under
IAS 39. The standard is effective for accounting periods beginning on or after 1
January 2018. Early adoption is permitted, subject to EU endorsement. The impact
of IFRS 9 is being assessed by management. : '
IFRS 15, ‘Revenue from contracts with customers’, deals with revenue recognmon '

and establishes principles for reporting useful information to users of financial - .
* statements about the nature, amount, timing, and uncertainty of revenue and cash
‘flows arising from an entity’s contracts with.customers. Revenue is recognised

when a customer obtains control of a good or service and thus has the ability to

~ direct the use and obtain the benefits from the good or service. The ‘standard

replaces |IAS 18 ‘Revenue’ and IAS 11 ‘Construction contracts’ and related
interpretations. The standard is effective for annual periods beginning on or after
1 January 2018 and earlier application is permitted, subject to EU endorsement.

- The impact is being assessed by management and a transition plan is being put

in place.

11



FUSION ANTIBODIES LIMITED

'NOTES TO THE FYI,NANCIAL' STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2017

2,

Significant accounting policies continued

Revenue recognltion

Revenue is measured at the fair vaIue of the consideration recelved or receivable and
represents the amount receivable for goods supplied or services rendered, net of
returns, discounts and rebates allowed by the company and value added
taxes. Where the consideration receivable in cash or cash equivalents is deferred, and
the arrangement constitutes a financing transaction, the fair value of the consideration

is measured as the present value of all future receipts using the imputed rate of
“interest. The company recognises revenue when (i) the significant risks and rewards

of ownership have been transferred to the buyer; (ii) the company retains -no

.continuing involvement or control over the goods; (iii) the amount of revenue can be

measured reliably; and (iv) it is probable that future economic benefits will flow to the
company »

Revenue in" respect of the services thé company provide are recognlsed using the
percentage of complet|on method applied to each stage of its agreements with .
customers. :

- Grant i mcome :

Revenue grants received by the company are recognlsed in a manner consistent wrth
the grant conditions. Once conditions have been met, revenue is recognised in the

statement of comprehensive income and shown as Other Operating Income. ™

Research and development '
Research expenditure is written off as incurred. Development expendlture is
recognised in the Statement of Comprehensive Income as an expense until it can be
demonstrated that the following conditions for capitalisation apply: -

e |t is technically feasible to complete the scientific product so that it WI|| be

. available for use; '
* Management intends to complete the product and use or seII it;
e. Thereisan ability to use or sell the product;.

e It can be demonstrated how the product ‘will generate probable future -

. economic benefits;
- o Adequate technical, financial and other . resources 1o complete the .
~ development and to use or sell the product are available; and
¢ The expenditure’ attributable to the product durmg its development can be
reliably measured. .

Property, plant and equipment ~
Property, plant and equipment are initially recognised at. historical. cost, net of
deprecnation and any impairment losses.

”

© 12



' FUSION ANTIBODIES LIMITED

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2017

'.27

N Significant accounting policies continued

. Property, plant and equipment continued

Subsequent costs are included in the asset’s carrying amount or recognised as a’
separate asset, as appropriate, only when it is probable that future economic benefits
associated with the item will flow to the group and the cost of the item can be measured
reliably. The carrying amount of the replaced part is de-recognised. All other repairs
and maintenance are charged to the statement of comprehenswe income during the
financial period in WhICh they are incurred.

Subsequently property plant and equipment are measured at cost or valuation net of
deprema'uon and any impairment Iosses

Costs associated with maintaining computer software programmes are recognised as
-an expense as incurred. Software acquired with hardware is considered to be integral
to that operations of that hardware and is capitalised with that equipment. Software
acquired separately from hardware is recognlsed as an lntangible assetand amortised

...overits estimated useful life.

Depfeciation is provided on all property, -plant and equipment at rates calculated to
write off the cost less estimated residual value of each asset on a straightline basis -
over its expected economic useful life as follows:

Leasehold improvements The lesser of the asset llfe and the remaining length-
: '  of the lease
Plant and machinery . 4 years

'Fixtures, fittings & equipment -4 years =

Impairment of non-financial assets

For the purposes of assessing impairment, assets are grouped at the lowest levels
for which there are largely independent cash inflows (cash- generating units). As a
result, some assets are tested individually for impairment and some are tested at
cash-generating unlt level.

. All individual assets or cash-generating units are tested whenever events or changes -

in circumstances indicate that the carrying amount may not be recoverable.

- An impairment loss is recognised for the amount by which the asset's or cash-
generating unit's amount exceeds its recoverable amount. The recoverable amount
is the higher of fair value, reflecting market conditions less costs to sell, and value in

" use. Value in use is based on estimated future cash flows from each cash-generating
unit or individual asset, discounted at a suitable rate in order to calculate the present -

~value of those cash flows. The data used for impairment testing procedures is directly
linked to the company’s latest approved budgets, adjusted as necessary to exclude

" any restructuring to which the company is not yet committed. Discount rates are
_ determined individually for each cash-generating unit or individual asset and reflect -
. their respective risk profiles as assessed by the directors.

13



FUSION ANTIBODIES LIMITED

" 'NOTES TO THE FINANCIAL STATEMENTS
"FOR THE YEAR ENDED 31 MARCH 2017

2 - ‘ﬂ"”'Significant'accou‘nting policies continued

Impalrment of non-financial assets contlnued

Impairment losses for cash-generating units are charged pro rata to the assets in the
. cash-generating unit. Cash generating units and individual assets are subsequently
reassessed for indications-that an impairment loss previously recognised may no
longer exist. Impairment charges are included in administrative expenses in the
Statement -of Comprehensive Income. An impairment charge that has been
recognised is reversed if the cash-generating unit's or.individual asset's recoverable

- amount exceeds its carrying amount.

Current tax and deferred tax

The tax expense for the period comprlses current and deferred tax. Tax is recognised

in the statement of comprehensive income, except to the extent that it relates to items
" recognised drrectly in equrty

. The current tax charge is calculated on the basrs of the tax laws enacted or
substantively enacted at the reporting date in the UK, where the company operates
and generates taxable income. Management periodically evaluates positions taken in
tax returns with respect to situations in which applicable tax regulation is subject to

“interpretation, It establishes provisions where appropriate on the basis of amounts
expected to be paid to the tax authorities.

Deferred tax is recognised on temporary differences arising between the carrying
amounts of assets and liabilities and their tax bases. Deferred tax is determined using
~tax rates (and laws) that have been enacted, or substantively enacted, by the
reportlng date and are expected to apply when the related deferred tax asset is
realised or the deferred tax I|ab|I|ty is settled. '

Deferred tax assets are recognlsed onIy to the extent that it is probable that future
taxable profit will be available agalnst which the temporary differences can be utilised.

' Deferred tax assets and liabilities are offset when there is a legally enforceable rlght
to offset current tax assets agalnst current tax liabilities. : -

' Share based employee compensatlon :
.The- company - operates equity-settled share-based compensatlon pIans for
“remuneration of its D|rectors and employees ‘

All employee services received in exchange for the grant of any share-based

compensation are measured at their fair values. The fair value is appraised.at the

grant date and excludes the impact of any non-market vesting conditions (e.g.
* profitability and remaining an employee of the company overa specified time perlod)
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2

~ Significant accounting policies continued

.Share based employee compensation continued
- Share based compensation is recognised as an expense in the Statement of

Comprehensive Income with a corresponding credit to equity. If vesting periods or .
other vesting conditions apply, the expense is allocated over the vesting period,

'based on the best available estimate of the number of share options expected to vest.

Other vesting conditions include the restriction for certain options to.vest only on a
takeover or listing of the company on a recognised stack market.

Non market vesting conditions are. mcluded in assumptions about the number of
options that are expected to become exercisable. Estimates are subsequently revised
if there is-any indication that the number of share optlons expected to vestdiffers from
.previous estimates. :

The proceeds received net of any directly attributable transaction costs are credited '
to share capital and share premium when the options are exercised.

Fmancnal assets

The company classifies its financial assets as Ioans and recelvables ‘The
classification depends on the purpose for which the asset was acquired. Management
determines the classification of its financial assets at initial recognition. '

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market: They are included in current assets, .
except for maturities greater than 12 months after the end of the reporting period.
These are classified as non-current assets. The company’s loans and receivables
comprise ‘trade and other receivables’ and ‘cash and cash equivalents’ in the
statement of financial position.

" Financial assets are initially recognised at fair value. Financial assets are .

derecognised when the rights to receive cash flows from the investments have
expired or have been transferred and the company has transferred substantially all
risks, and rewards of ownership. Loans and receivables are subsequently measured - -
at amortised cost using the effective interest'method. :

Financial assets and liabilities are offset and the net amount reported in the statement

- of financial position when there is a legally enforceable right to offset the recognised

amounts and there is an intention to settle on a net basis or realise the asset and
settle the liability simultaneously. The legally enforceable right must not be contlngent
on future events and must be enforceable in the normal course of business and in the
event of default, insolvency or bankruptcy of the company or the counterparty. '

- The company assesses at the end of each réporting period whether there is objective

‘evidence that a financial asset or a group of financial assets is impaired. A financial
asset or a group of financial assets is impaired and impairment losses are incurred
only if there is.objective evidence of impairment as a result of one or more events that -
occurred after the initial recognition of the asset (a ‘loss event’) and that loss event

- (or events) has an impact on the estimated future cash flows of the financial asset or.

group of financial assets that can be reliably est|mated
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2 Significant acccunting policies continued

Financial assets continued

Evidence of impairment may include indications that the debtors or a group of debtors
_ is experiencing significant financial difficulty, default or delinquency in interest or

principal payments, the probability that they. will enter bankruptcy or- other financial

reorganisation, and where observable data indicate that there is a measurable.
- decrease in the estimated future cash flows, such as changes in arrears or economic

conditions that correlate with defaults

‘ For Ioans and recervables the amount of the loss-is measured as the drfference
between the asset's carrying amount and the present value of estimated future
- cashflows (excluding future credit losses that have not been incurred) discounted at
the financial asset'’s original effective interest rate. The carrying amount of the asset
is reduced and the amount of the -oss is recognised in the .statement of
. comprehensive income. If a loan or held-to-maturity investment has a variable interest
rate, the discount rate for measuring any impairment loss is the current effective
interest rate. determined under the contract. As a practical expedient, the company
may measure impairment on the basis of an instrument's fair value using an
. observable market prlce :

If, in a subsequent perrod the amount of the |mpa|rment loss decreases and the
decrease can be related objectively to an event occurring after the impairment was - '
. recognised (such as an improvement in the debtor’s credit rating), the reversal of the
previously recognised impairment loss .is recognised in the .statement of
COmpre'hensive ‘income. ' '

Trade rece/vab/es
Trade receivables are amounts due from customers for merchandlse sold or services ,

" performed in the ordinary course of business. If collection is expected in-one-year or
less (or in the normal operating cycle of the business if longer), they are classified as
current assets. If not, they are presented as non- current assets.

- Trade receivables are recognised.initially at fair value and subsequently measured at
amortised cost using the effectrve interst method less provision for rmparrment

.-Cash and cash equrvalents
In the statement of cash flows, cash and cash equwalents includes cash in hand,
deposits held at call with banks, other short term highly liguid investments with original
maturities of three months or less and bank overdrafts. In the statement of financial
posrtlon overdrafts are shown within borrowings in current liabilities.

Inventorles A
Inventories-comprise’ consumables

" Consumables inventory is stated at the lower of cost and net realisable value. Cost is
determined using the first-in, first-out (FIFO) method. Cost represents the amounts
payable on the acquisition of materials. Net realisable value represents the estimated -

- selling price less all estrmated costs of completion and costs to be mcurred in selllng

~and drstrlbutlon ' : .
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2 -

SAignific,ant 'accou’nting policies continued

Financial liabilities

~ All of the company’s finaricial liabilities are cIassrfled as financial liabilities’ carrled at
amortised cost. The company does. not use derivative financial instruments or hedge-,

-accounts for any transactions. Financial liabilities comprise Trade payables and-other

" short-term monetary liabilities, .which are initially recognised at fair value .and
: ”subsequehntly carried at amortised cost using the effective interest method..

_ Prowsmns

. A provision is recognlsed in the Statement of Financial Posmon when the company

has a present legal or constructive obllgatlon as a result of a past event, that can be

reliably measured and it is probablé that an outflow of economic: benefits ‘will be-

required to settle the obligation. Provisions are determined by discounting the
expected future cash flows at a pre-tax rate that reflects risks specific to the liability.

The increase in the provision due to the passage of time is recognised as a finance =

: COSt. .

Provisions for dllapldatlon charges that will crystalhse at the end of the period of
occupancy are provided for in full.

Employee beneflts Defined contribution plan

. The company operates a defined contribution pension scheme which is open to aII
employees and directors. The assets of the schemes are held by investment .

managers separatély from those of the Company. The contributions payable to these

schemes are recorded in the Statement of Comprehensive Income in the accountlng o

period to WhICh they relate.

Forelgn currency translation

The company’s functional currency is the pound sterling. Transactlons in foreign
currencies are translated at the exchange rate ruling at the date of transaction..
Monetary assets and liabilities in foreign currencies-are translated at the rates of

exchange ruling at the reporting date. Exchange differences arising on the

settlement or on translating monetary items at rates different from those at which they
were initially recorded are recognised in administrative expenses in the Statement of ,

»Comprehenswe Income in the period in which they arise.

Equny
Equity comprises the following;

Called up share capital

- .Share capital represents the nominal value of equrty shares.

Share premium '
Share premium represents the excess over nominal value of the fair value of
consideration received of equnty shares, net of expenses of the share issue.

. Accumu/ated losses

' Accumulated losses represents retained proflts and Iosses
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2 Slgmflcant accountmg policies contlnued

Leases :
Leases in which a significant portion of the risks and rewards of ownershlp remain
with the lessor are classified as operating leases and are charged to the statement of
comprehensive income on a straight-line basis over the period of the lease.

-3 - Critical accountlng estimates and judgements : ‘
Many of the amounts included in the' financial statements. invoice the use of‘
Judgement and/or estimates. These judgements and estimates are based on
management’s best knowledge of the relevant facts' and circumstances, .having.
regard to prior experience, but actual results may differ.from the amounts includéd in
the financial- statements. Information about such. judgements and estimation is -
contained in the accounting policy and/or the notes to the financial statements and -

. the key areas are summarised below:

Critical |udgements in applying accounting pohcles
The directors do not consider there are any critical judgements in applylng accountlng
policies.

. Critical accountmg estimates and assumptions . .

o Deferred Taxation. The company has significant tax losses which are able to

be carried forward to be offset against future profits of the company. A

deferred tax asset has been calculated based on estimates of future profits

against which these losses can be utilised. Deferred tax represents a

- significant asset of the company and therefore movements being charged

. through the statement of comprehensive income also have the potential to
-affect reported profit or loss. :

. » Share Based, Payments The company operates an employee share option
scheme and has recognised an annual cost in the Income Statement. The.
calculation of the costs is based on a number of estimates and assumptions, .
of which two have a significant |mpact on the amounts recorded in the flnancual :
statements: -

o Date at which an exercising event may occur has a significant effect
on the number of options expected to be exercised. If such an event
was to be one year later than in the assumptions used by the company
the effect would be approximately £232,000 cumulatively lower charge

" to the income statement (2016: £198 000 lower) (2015: £161,000
lower).

. o -Fair value of the shares at date of grant. As a private company an open
.market share price is not available when shares are granted so the
-company has applied the Black-Scholes method based on the most
recent price at which capital was'raised. A 5% fluctuation in the fair
value of shares at grant date would have resulted in the cumulative
charge to the income statement being approximately £36,000 higher
or lower (2016 £30, 000) (2015: £23,000). o
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4 Revenue

| ) “All of the activities of the company fall W|th|n one business segment, that of research
development and manufacture-of recombmant proteins and antibodies. :

Geogrephlc analysns

2017

2016

..19

: A £ £
UK (domicile)” 309,150 - 214,852
Rest of Europe 846,628 - 607,743 -
North America 746,405 - 569,083
Rest of World 11,773 89,587

' 1,913,956 1,481,265
Operating profit is stated after charging - - :
' ’ 2017 2016
£ . £
Employee benefit costs - '
-wages and salaries 643,081 569,810
-social security costs 61,975 36,399
-other pension costs 34,733 5,278
-share based payments 128,953 133,629
' ‘ 868,742 745,116
‘Depreciation and amortisation S : :
Depreciation of property, plant and equipment 32,990 . 22,236
Other operating expenses : o .

. Operating lease rentals — land & buildings 40,000 40,000
Other occupancy costs : 19,910 12,673
IT costs 7,387 11,256

.- Fees payable to the companys auditors . R
Audit fee S 9,000 6,000

- Tax compliance - I 1,815
Payroll and other services - 19,956
: L 9,000 - 27,771
Raw materials and consumables used 591,099 305, 893
Increase in inventories (70,261)

Patent costs 45,966 101, 614 .

‘Transportation costs’ 13,165 - 9,004

‘Marketing costs 75,202 - 40,195

Profit on foreign exchange (21,113) - (3,977) -

Other expenses 221,013 148,903
- Total cost of sales and administrative expenses 1,833,100 1,460,684



FUSION ANTIBODIES LIMITED

- NOTES TO THE FINANCIAL STATEMENTS
FORTHE YE'A_R ENDED 31 MARCH 2017

6 Average staff numbers : ‘
: A - - 2017 2016
Employed in UK - . . o -
(including executive directors) 15 : 10
Non-executive directors - A ' 6 5"
) - 21 15
7 ‘Remuneration of directors and key senior management
. Directors o _
' K 2017 . 2016
A : . £ £
"Emoluments - : 174,204 272,858
Pension contributions : ' : - 21,322 5,278
Fees paid to third parties for services of dlrectors oo 38,500 47,644
Total : 234,026 325,780

: nghest paid director
In 2016 the highest pald dlrector recelved the following emoluments

2016
Emoluments ' o S 77,715
"Pension contributions o 2,640

80,355 . -

Key senior management L
Key senior management is considered to be the directors of the company wnth total
remuneratlon for the year of £234,026 (201 6 £325,780). A

8  Finance costs L
o 2017 . 2016
Interest. expénse on other borrowings . 615 S, 496 .
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Share based payments
The Company operates 2 share based reward schemes for employees: :
- A United Kingdom tax authorlty approved scheme for executive dlrectors and
senior staff; and
e An unapproved scheme for non-executive dlrectors

Options under the approved scheme have no performance conditions other than the

continued employment within the company. Options vest ten years from. the date of ..

grant which may accelerate for a change of control or an admission to a public market.
. Options not exercised on the vesting date lapse. Options lapse if the individual leaves
. the company, except under certain circumstances such as leaving by.reason of
- redundancy. :

Options under the unapproved scheme vest only upon certain conditions such as an
admission to the Alternative Investment Market or a takeover by another company.
_Unapproved options that have not been exercised lapse ten years after the date of
grant.

The total share-based. remuneration recognised in the Statement of Comprehensive
Income was £128,953 (2016: £133,629, 2015: £99,634). The most recent ~options
granted 2006 were valued using the Black-Scholes method. With no open market
valuation, the share price on grant used the most recent price at which the company
had raised capital in a share round, expected volatility of 13.4% and a compound risk
free rate assumed of 1.53%.

2017 . 2016

Weighted . Weighted
: average average . .
exercise - 2017 . gexercise 2016
C . : . p[ice £ Number price £ Numper
Outstanding at beginning of the year 1.59 75,300, 1.62 75,950
Granted during the:year ; : - - - : -
Exercised during the year . - G - -
Lapsed during the year . 1.00 (1,000) 4.15. ' (650)

Outstandlng at the end of the year . . 1.60 74,300 - 1.59 ‘75,300

The options outsta’nding at the end of each year were as follows:

Expiry : » . Exercise 2017 ‘ - 2016
" price £ Number Number .
February 2016 - ' - 4.15 - ‘ -
.April 2017 o ’ 1.00 . 5,000 "~ 5,000
" February 2018 ) 6.00 2,300 . - 2,300
- . February 2018., : - 1.00 4,000 - 4,000
. September 2018 . ‘ 1.00 2,000 . . 2,000
October 2019 - . ) ) 4.00 3,400 3,400
“October2019 - : 1.00 12,250 . 12,250
~ May 2021 ' 2.20 19,250 © 19,250
November 2024 ’ - 1.00 26,100 = 27,100
Total I B 74, 300 ‘ 75, 300

Of the total number outstandlng none (2016 none) had vested at the year end
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10

1"

" Income tax expenSe/(credit) o

.- 2016-

2017
. : £ £
Current tax - UK corporation tax: (2,078) -

" Deferred tax ~ origination and

reversal of temporary differences

8,039 (1,126,903)

.- Income tax expense/(credit)

5,961 (1,126,903)

2017

Adjustment in recognltlon of deferred tax

2016

: : , _ : £ £
Factors affecting the tax charge for the year ‘ , S
Profit before tax 125,915 27,189

‘ Profrt before tax multiplied by standard rate of UK.

-corporation tax of 20% 25,183 - 5,438
Provisions and expenditure not deductible for tax . ' :
purposes. (323) 13,404
Reduction in deferred tax asset due to change in i :
enacted rate - : 22,228 -
RDEC/R&D tax credit (2,078) (12,984)

(39,049) (1,132,761) .

 Income tax expense/(credit)

Property,'pi'ant and equipment

5,961 (1,126,903)

At 31 March 2016 ' '. 7,936

. None of the above are held under finanCe leases (2016: none).

: _ ~ Fixtures,
- - Leasehold Plant &  fittings & :
improvements machinery equipment Total
_ £ £ : £ £
. Cost : : k .
At 1 Aprii 2016~ . - . 156,059 403,456 - 50,766 610,281
Additions - ' ' - 80,314 9,957 90,271
- At31 March 2017 . 156,059 483,770 60,723 700,552
" Accumulated depreciation : ‘ -
At 1 April 2016 - 148,123 368,048 44,138 560,309
Depreciation charged inthe o : -
year : , L 7,936 . 21,484 3,570 32,990
At 31 March 2017 156,059 389,532 47,708 593,299 -
Net book value : . :
At 31 March 2017 ‘ , ‘ = 94,238 13,015 - 107,253
35,408 6,628 .

49,972

The deprecnatlon expense is included in administrative expenses in the statement of'

22
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12 - Investment in subsidiary
o The company has the following- mvestment ina subsudlary
2017 2016 2015
£ £ ' £
Fusion Contract Services le:ted » 1 1 1
"100% subsidiary ‘ : ' ’
Dormant company - :
- Marlborough House, 30 Victoria Street, Belfast
BT1 3GS _ :
13 Deferred tax - » e
' 2017 2016 2015
_ : 5 £ £ £
At 1 April ' ' ' © . 1,126,903 - : - -
(Charged)/credited to income statement ' : o
inthe year . (8,039) 1,126,903 S
At 31 March 1,118, 864' 1, 126 903 -

The movement in deferred tax assets and liabilities dunng the fmancual year, W|thout
taking into consideration the offsetting of balances within the same tax Junsdlctlon is

as foIIows
Accelerated - Share RDEC
- : tax Tax based tax o
Deferred tax assets  depreciation . losses payments credit - Total
and liabilities . £ - £ £ £ £
At-1 April 2014 & ‘ - - - -
2015 : ‘ . o '
Credited to , , ' '
statement of - 16,086 1,034,639 76,178 - 1,126,903
. comprehensive : :
" ‘income . ' ‘ A . ,
At 1 April 2016 16,086 1,034,639 76,178 - - 1,126,903
- (Charged)/credited , : o : o
. to statement of (16,724)  (50,392) 58,557 520 = (8,039)
comprehensive : ' : PR
income ' _ ‘ o .
At 31 March 2017 - (638) 984,247 134,735 520 1,118,864

Deferred tax ‘assets are.recognised for the carry forward of corporation tax losses to
the extent that the realisation of a future benefit is probable. The deferred tax asset
arising from future utilisation of taxable losses of £5,414,228 is dependent on future -

taxable profits arising in the UK. The directors are of the opinion that it is more likely -. ”

~ than not that there will be sufficient future taxable.profits against which the tax losses
- can be deducted and accordingly, a deferred tax asset has been recognised.
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13 ‘Deferred tax continued

Deferred tax assets are calculated at-tax rates that are expected to.apply to their
__respective period of realisation, provided they are enacted, or substantively enacted,
- at the balance sheet date. The change on rate from 20% to 19%, effective from 1
* April 2017, and from 19% to 17%, effective from 1 April 2020, were-both substantlvely ,

enacted as part of the Fmance Act 2016.

~ Deferred tax Ilabllmes and assets expected to arise after more than 12 months
£913,843 (2016 £1,118,864) (2015 £n/a) . -

14 - Inventories" : ,
R : 2017 2016 o 2015
: . . ) £ - £ ' £
. Raw materials and consumables . 68,661 - S
Materials for sale - : : 1,600 - -
' 70,261 - - : - -
- 15 Trade and other receivables — current ' : :
- g 2017 2016 2015
B g > S8 : £
Trade receivables 527,092 285,895 169,563
- . Provision for impairment of trade ' : .
. .receivables - (17,045) (44,243) -
Trade receivables - net . 510,047 241,652. 169,563
Other receivables : 49,712 ' 8,542 .15,414

Prepayments and accrued i mcome . 12,239 27,431 25,945:
: : , 571,998 277,625 ', 210,922

The fa|r value of receivables approxmates to their carrylng value

At the reporting date trade receivables of £27,045 (2016: £44,243) were lmpalred
" The.individually impaired receivables relate to customers which are in unexpectedly -
_difficult circumstances. It is assessed that £10,000 (2016: £n|l) is expected to be
recovered. The ageing of these recelvables is as follows :

2017 2016 - 2015

o _ ' £ £ £
3to 6 months e - - 16,378 - -
6 to 12 months’ . 127,865 - - -

More than 12 months o 27,045 - .-

27,045 44,243 -
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15~ Trade and other receivables continued

~ The carrying amount of trade and other recelvables are denommated in the
followmg currencies:

2017 2016 - 2015

' : , . : £ £ >

- UK pound R : 343,804 243,292 -~ 152,170
Euros . , o 51,278 - 509 380 -
US dollar : S 164,677 6,393 . 32,427 -

559,759 250,194 184,977

" The agmg of unimpaired trade receivables WhICh were past due at the reportlng date
- was as follows:

2017 2016 2015, ‘

o 4 : £ e £
Not more than 3 months ' 21,030 25,546 28,185
-3 to 6 months 148 13,975 421
- : : 21,178 - 39,521 28,606

"Movements on the provision for impairment of trade receivables are as follows:

2017 .. . 2016 . . 2015 --
- . £ - £ . £
At 1 April 44,243 S - -
Provision - . . 17,045 44,243 . -
Write off as : -
uncollectible (44,243) : - S

At 31 March - . 17,045 44'243 - s -

: The creatlon and release of provision for |mpa|red receivables has been mcluded in
admlnlstratlve expenses in the statement of comprehenswe income.

) The maximum exposure to credit risk -at the reporting date is the carrying value of .

" . each class of receivables mentloned above. The company does not hold' any
collateral as securlty ‘ _
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16

-17

18

Trade and other payables

2017 2016 - = 2015
: - . : £ £ £
Trade payables - : © 245,633 98,398 . 143,920
Social security and other taxes ‘ 34,951 11,084 - 7,376
Other payables - -~ 16,683 5,378 - 16,240
Accruals and deferred income, 132,950 276,570 - 24,132

' - R ) 430,217 - 3'91 430 181,668. ‘-

Provisions for liabilities

The fair value of payables approximates to thelr carrying value.

Invest Northern Ireland hold a mortgage dated 9 December 2009 for securing aII

' monles due or to become due from the company on any account.

2017 2016 . 2015
‘ : £ £ £
- _Due after less than 1 year 20,000 20,000 20,000

Leasehold dilapidations relate to the estimated cost of returning a leasehold property
to its original state at the end of the lease in accordance with the lease terms. The
company was in lease renewal negotiations at the reporting date with a view to
agreeing a 5 year extension. The costs of dllapldatlons would be mcurred on vacating
the premises. » ;

Financial instruments '

The company is exposed to risks that arise from its use of financial mstruments This
note describes the company’s objectives, poI|C|es and processes for managing those
risks and methods used to measure them. There have.been no substantive changes.
in the company’s exposure to financial instrument risks and the methods used to.

‘measure them from previous periods unless otherwise stated.in this note.

A

- The principal financial instruments used by the company, from which the financial

instrument risk arises, are trade receivables, cash-and cash equivalents and trade and
other payables. The fair values of all the company’s financial mstruments are the same
as their carrying values. |
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' -18'“ - Financiai instruménts continuéd

Financial instruments by category .
Financial instruments categories are as follows:

. Assets at
- ‘ o fair value Derivatives . -
As at 31 March ~ Loans and through used for Available
2017 ' * receivables profitor  hedging for sale :
S ‘ £ loss £ £ . £ Total g
Trade receivables 510,047 - - - 510,047
Other receivables 49,712 - - - 49,712
Cash and cash - o ' '
equivalents 285,685 - - - 285,685
Total 845,444 - - - 845,444 -
Assetsat ™
. fair value Derivatives
As at 31 March Loans and through used for Available
2016 ‘receivables profit or - hedging forsale” ‘
' £ loss £ £ £ Total £
Trade receivables 241,652 - - - 241,652
. Other receivables 8,542 - - - .8,542
Cash and cash .
equivalents 413,945 - - - - 413,945
Total 664,139 - - - - 664,139
Assets at
. fair value Derivatives -
As at 31 March Loans and through used for Available
2015 receivables - profitor - hedging forsale . -. - -
5 £ loss£ .. £ £  Total £ .
" Trade receivables 169,563 - - - 169,563
~ Other receivables 15,414 - - - 15,414
Cash and cash o e
© equivalents " . 103,632 - - - 103,632

Total .

- 288,609

.27
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18 -

. Financial instruments continued

Total

- Other
Liabilities at financial
: . fair value _ liabilities
As at 31 March 2017 through Derivatives at
‘ ' profit or used for amortised o
: L loss £ - hedging £ costf  Total £
.-Trade payables ~ S ‘ - 245,633 245,633
Other payables - - 16,683 16,683
. Accruals and deferred income - - 132,950 132,950
. Total - - 395,266 395,266
Other
Liabilities at financial
v fair value liabilities
As at 31 March 2016 through Derivatives at
' SR profit or’ used for amortised :
: . loss £ hedging £ cost £ Total £ . .
Trade payables - - 98,398 98,398
Other payables - - 5,378 5,378
Accruals and deferred income - - :276,570 .276,570
Total - - 380,346 380,346
Other
Liabilities at . financial
o fair value liabilities
As at'31 March 2015 through Derivatives at
' profit or used for amortised .

o . . loss £ hedging £ cost€ . Total £
Trade payables - - 143,920 143,920
Other payables _ - - . 6,240 6,240
Accruals and deferred income - - 24132 24,132

- - 174,292

174,292

Capital management

The company’s objectives when managing capital are to safeguard its ability to
" . continue as a going concern in order to provide returns for shareholders and benefits

for other stakeholders and to malntarn an optrmal capital structure to reduce the cost

of capital. -

In order to malntarn or adjust the cap|tal structure the company may issue new shares :
or sell assets to provrde working capltal

ConS|stent with others in the industry at this stage of development the company has

no bank borrowings and has relled on issuing new shares and cash generated from

operatlons
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Financial instruments continued

General objectlves poIrcues and processes — risk management
The company is exposed through its operations to the following financial instrument

- risks: credit risk; liquidity risk and foreign currency risk. The policy for managing these

risks is set by the Board following recommendations from the Chief Financial Officer.
The overall objective of the Board is to set policies that seek to reduce risk as far as’

possible without unduly affecting the company’s competitiveness and flexibility. The . -.

policy for each of the above risks is described in more detail below.

Credit risk -
Credit risk arises from the company’s trade and other receivables, and from cash at
bank. It is the risk that the counterparty fails to discharge their obllgatlon in respect of

. the instrument..

The company is malnly exposed to credit risk from credit sales. It is company policy
to assess the credit risk of new customers before entering contracts. Also, for certain
new customers the company will seek payment at each stage of a project to reduce

the amount of receivable the company has outstanding for that customer. ‘

At the year end the company’s bank balances were all'held with HSBC Bank plc
(MOody’s rating P-1). ‘ .

quwdlty risk

Liquidity risk arises- from the companys management of working capltal and is the
risk that the company will encounter difficulty in meetlng its financial obllgatlons as .
they faII due.

At each board meeting, and at the ‘reporting date, the cash flow projections"are
considered by the Board to confirm .that the company has sufficient funds and
avallable funding-facilities to meet its- obllgatlons as they fall due." :

Foreign currency risk

. Foreign currency risk'is the risk that the fair value of future cash flows of a financial

instrument will fluctuate because of changes in foreign exchange 'rates.

The company seeks to transact the majority of I'[S busmess in its reportlng currency _

~ (£sterling). However, many customers and suppliers are outside the UK and a
_proportion of these transact with the company in US Dollars or Euro. For that reason

the company operates current bank accounts in these two currencies as well as in its

" reporting currency. To the maximum extent possible receipts andvpayments in a
-particular currency are made through the bank account in that currency to reduce the

amount of funds translated to or from the reporting currency. Cash flow projections .
are used to plan for those occasion when funds will need to be translated into dufferent

~ “currencies so that exchange rate risk is minimised.

If the exchange ‘rate between Sterling and the Euro or dollar had been 10%

~higher/lower at the reporting date the effect on proflt and equity would have been
' approxumately £7,300 higher/lower and £17 400 higher/lower, respectively.
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“Allotted, called up and fully paid

- Operating lease commitments

Share capital - e
2017 2016. 2015
£ £ £

- 547,655 Ordinary.shares of £1 547,655 547,655 547,655

2017 2016 2015
£ £ £
Minimum operating lease payments
falling due . ' , ; B :
Within 1 year — land and property 40,000 40,000 40,000 -

The company is holding over the lease with Invest NI on a-rolling 1 year basis.

Retlrement benefits obligations
The company operates a defined contribution scheme, the assets of Wthh are

"managed separately from the company. During the year the company charged

£34,733 to the statement of comprehensive income (2016: £5,278) in respect of

‘Company contributions to the scheme. At the reporting date there was £4,481 (2016:
'£1,848, 2015: £1,176) payable to the scheme and included in other payables.

Transactlons wnth related partles
The company had the following transactlons with related parties during the year:

Invest Northern- Ireland is a shareholder in-the Company. The company received -

invoices for rent and estate services amounting to £49,295 (2016: £40,920). A balance
of £24,235 (2016: £8,000, 2015: £3,147) was due and payable to Invest NI at the
reporting date. The company received various grants during the year from Invest NI
amountlng to £45,674 (2016: £7, 104)

‘Director Colin Walsh is also a dlrector of Crescent Capital. During the year Crescent

Capital charged the Company £10,000 (2016: £11,667).for his services as a director
and at the reporting date an amount of £5,000 (2016: £23, 334, 2015: £11 831) was |

‘ payable to Crescent Capltal

D|r_ec'tor Alan Mawson is also a director of Clarendon Fund Managers. During -the' year
Clarendon Fund Managers charged the Company £33,641 (2016: £30,000) for: his. -
services as a director and at the reporting date an amount of £27,000 (2016: £24,310,

_2015 £nil) was payable to Clarendon Fund Managers '
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) Events after the reportlng date

On 25" October 2017 a resolution for a caputal reduction was passed. Under. this '
capital reduction the Company’s entire share premium as of that date of £6,161,269

~ was cancelled and credited to the proflt and Ioss reserve.

Ultimate controlllng party

There is.no ultimate controlling party.

First time adoption of IFRS and restatements in respect of prlor years

First time adoptlon of IFRS
These are the first financial statement to be prepared under IFRS rather than United

- Kingdom Generally Accepted Accounting Principles and this has resulted in a material

impact on a number of disclosures and the amounts reported:

Adoption of IFRS 2 Share based payment has resulted in an employee expense of
£128,953 (2016: £133,629) being recognised in the Statement of Comprehensive
Income for employee share options granted in previous periods that have not yet
vested. Deferred tax assets recognised include any deferred tax asset relating to
share based payments - :

‘Restatements in respect of prior years

The company has reviewed its accounting policies for the recognition -of revenue that .
has resulted in income being recognised earlier than was reported in previous periods.
A reduction in reported revenues for 2016 of £3,618 than previously reported (2015:
£25,537 increase) has been recognised in the Statement of Comprehensive Income.

A In addition, a deferred tax asset of £1 ,027,150 has been recognised at 31 March 2016 4

in respect of tax losses brought forward against which the offset of future profits is
probable. An income tax credit of £1,126,903 has been recognised in the Statement
of Comprehensive Income for the year ended 31 March 2016 as a result of this
adjustment . . A :
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- 25 Flrst time adoptlon of IFRS and restatements in respect of prior years contlnued

The impact of first time adoption of IFRS and restatements in respect of pnor years
on reported results and net assets is as follows:

2016
Profit as previously reported - ' - 164,436
. Share based payments under IFRS 2 , o -~ (133,629)
Restatement of amount previously reported L .
Changes to revenue recognition ) (3,618) -
‘Recognition of deferred tax asset- - 1,126,903
Profit as reported in these financial statements o 1,154,092
2016 - 2015
, ‘ . £ , £
Net assets as previously reported . 308,193 143,757
Restatement of amount previously reported: . o
Movement in trade and other receivables - 21,919 - 25,537
“Movement in deferred tax asset 3 1,126,903 -
" Net assets reported in these financial statements - 1,457,015 169,294
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