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Strategic Report

Dear Fellow Shareholder,

OVERVIEW

We are very pleased to report a strong performance in the year
ended 30 September 2015 which, together with the
announcements made post the year end, demonstrate excellent
progressin the business and particularly in the execution of our
digital healthcare strategy

Please note that the comparatives referred to i this Annual Report
refer to the sixteen months ended 30 September 2014

Revenue increased m the year to £3 1milion which together with
income from grants and above the line tax credit (reported as

other income) of £1 1million resulted in a combined total income

of £4 2million (2014 £4 3millien) Revenue was generated from
chnical tnals services provided to our pharmaceutical customers and
hicensing revenues from our allance partner, VirtualScopics

Total operating expenses (including non-recurnng administrative
expenses of £0 2milion) of £4 3million for the year (2014

£5 6million) reflect conhinued, planned investment in product
development

Losses after tax and non-recurnng administrative expenses
reduced in the year to £1 2million (2014 £2 3million)

Further nformation is included in the Directors’ Report on page 5

OUR VISION

Our mission 15 to be a leader in digital healthcare for brain heaith
delivering products and high value data solutions to key
stakeholders 1n pharmaceutical companies, healthcare providers
{chnicians and hospitals) and payers We are making demonstrable
progresswith this business objective and alsc continue to achieve
growth In the provision of clinical tnals services

CLINICAL TRIALS SERVICES

Whilst the market remarns highly competitive and the development
of new pharmaceutrical therapies remams highly challenging, we
have seen Increased interest n the year from the pharmaceutical
industry in potential treatments for dementra and other
neurodegenerative conditions Ourlongstanding expertise and
reputation in dementia has been enhanced in recent years by

our expansion Into other disease areas New contract wins tn
Huntington's disease demonstrate success in broademing our bran
health expertise

Qurchnical tnials services revenue continues to grow and we were
pleased to be awarded new, long term contracts dunng the year
These contracts provide a strong foundation from which we are
extending our business reach We are particularly encouraged by
the interest from our extsting pharmaceutical customer base in our
ability to provide clinical decision support solutions

Long term contract award

On 28 August 2015 we announced the award of a long term
cantract from a leading global pharmaceutical company with a
revenue value of ¢ $Imilion per year The project is for a large
Phase {I7ll global clinical study in neurodegenerative disease

which 1s expected to run over at feast seven years and invoives

the collection and manipulation of MRI data including data from
advanced MRItechmques This sigmificant project recognises our
expenence working with specialist imaging centres at multiple global
sites and also utilises our digital technology platforms TrialTracker™
and Assessa®to collect imaging data and measure and monitor
changes in disease pathology 10 subjects enrolled in the study

Huntington's disease — an important disease area

On 26 November 2014 we announced that contracts for two
separate clinical trials in Huntington's disease with two top 15
pharmaceutical companies had been extended and that the revenue
from these two contracts would be significantly enhanced to a
potential £2 Smillon over approximately three years This increase

In scope and revenue occurred within six months of the inbial award
which we believe 13 a clear endorsement of our decisien to move inte
this important disease area This view was further supported

on 23 Apnl 2015 when we announced a contract for a third

chnical tnal in Huntington's disease with a new US based speciality
pharmaceutical drug development customer IXICO will be providing
a battery of advanced MRI imaging techniques and chimical tnal
endpoints We believe that this contract demonstrates the success
of our developing specialisation in both the disease area and also
our capabilities in advanced MRI imaging techniques

VirtualScopics alliance - continuing to deliver value

Our international commercial alhance with VitualScopies
(NASDAQ VSCP), a leading provider of quantitative medical
imaging based in Rochester, New York demonstrates the value of
partnenng as we are delivering enhanced and broader services to
pharmaceutical customers on a global basis On 29 June 2015
we announced that, together with VirualScopics, we had been
awarded contracts with two top 15 pharmaceutical companies, one
(n metastatic solid tumours and one in a rare neurodegenerative
disease TnalTracker™ 15 beng used In both studies to collect and
manage imaging data and MRI data

On 16 December 2014, we announced that VirtualScopics had
purchased a license to IXICO's TnalTracker™ platform together with
maintenance and support We were delighted that VirtualScopics
had decided to make TnalTracker™ therr busmess platform of choice
after a detailed review of existing technology sclutions The
implementation was completed in early 2015 and was the first time
that TnalTracker™ had been deployed by ancther company as part
of therr business systems and processes The technical support
provided to VirtualScopics following the implementation has been
an important part of our transiton to setting up and supporting an
independent user base

Active engagement and collaborations

IXICO actively engages n cellaborative consortia that include
pharmaceutical companies and leading academics This enables
us to strengthen relationships with customers, potential customers
and thought leaders, to develop and showcase our capabilities,
to meet the evolving needs of the pharmaceutical industry in
both drug development and support of marketed drugs We are
actively involved in both the executive and steenng commuttees
of the Dementia Platfarm UK where we are deploying our digital
technology, and working collaboratively with pharmaceutical
companies to develop new technologies to support future chinical
trials

We continue to work at the forefront of the regulatory agenda to
improve the tools available to support the development of new
treatments for brain diseases including Alzheimer’s disease and
Parkinson’s disease In particular, we work with the Cntical Path
Insttute Coalition Agamst Major Diseases (CAMD} and engage

with the European Medicines Agency (EMA) and Food and Drug
Administration (FDA)to advance technologies for identifying the
most appropniate patient groups for testing expenmental drugs This
work also has implications for the identification of patients who will
receve the drugs in the climic, once they are approved
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Strategic Report

continued

DIGITAL HEALTHCARE

The brain health market

Brain health represents a major societal challenge with 6 3% of the
US healthcare budget spent on brain health and a $600billion global
cost of dementia The Central Nervous System {CNS)drug market
Is estimated to be worth approximately $80billion with the potential,
wider digital therapies market size in the order of $32billion  Growth
in the relevant digital healthcare market sector 15 expected to have a
compound annual growth rate of 36-40% from 2013 to 2020

Ourincreased presence In the digital brain health market represents
a natural progression for IXICO and an opportunity to build upon
both our existing relationships with pharmaceutical companies and
our digital technologies for assessing and monitoring CNS disorders

IXICQO’s expenence and sector knowledge

IXICO has expenence providing pharmaceutical companies with
TnalTracker™ and associated services for electronic data

capture and analysis in chinical tnals As a result we are famtiar
with the pharmaceutical industry’s requirement for an evidence
based approach to drug development and the wider regulatory
environment in which a pharmaceutical company operates The
directors believe that this expenence provides the Group with strong
foundatiens for commercial success as its technology Is being
transtated into products to support clinical practice, a market that
they believe offers significant growth opportunities

Digital healthcare compamon products

We believe that digital technologies are increasingly aligned with
both healthcare providers’ aims to improve patient outcomes

and the pharmaceutical industry’s clearly articulated focus on
demonstrating the broader health and pharmaeconomic benefit of s
treatments We also believe that the successful aggregation of data
to optimise patient outcomes and cost effectiveness represents a
sigruficant business opportunity for the Group and therefore we
continue to invest in our digital products outside of clinical tnals
services and in business development opportunities to leverage
value from already collected data

These digital technologies include

TnalTracker™ our proprietary image data and query management
platform that supports and underpins our clinical tnals business,

Assessa® our propnetary CE marked class 2a medical device
providing climical decision support for dementia diagnesis, and

MyBrainBook® which 1s a web application that provides
personalised care of people iving with cognitive impairment,
including those with dementia

Further information about the commercial development of aur two
newest products, Assessa®and MyBrainBook® s set out below

Assessa®

Assessa®was developed to be used in the diagnosis and
management of patients with a possible neurological or psychiatnc
disorder and comhines imaging, demographic, cognitive and
functional informatien with sophisticated analytics, to provide chinical
decision support It can also be used to assist in the stratification,
differential diagnosis and prediction of the Iikely progression of
dementia Assessa®has regulatory approval to be sold as a decision
support tool in the EU and Canada

During the last twelve months we have seen growing interest from
our pharmaceutical collaborators and customers in utiising
Assessa®as a companion digital platform with specific functionality
being developed, implemented and supported by IXICO to be used
alongside drugs that are either in development or are already being
prescnibed 1n climcal practice

Cn 9 October 2015 we announced the award of a strategic
collaboration with a feading pharmaceutical company te develop and
pilot an adapted version of Assessa®for the climcal management of
multiple sclerosis The purpose of the collaboration 1s to develop a
digital platform to assist in the dinical monstonng and management

of a side effect known as PML We expect this collaboration to make a
matenal contributon to revenue in the next 12-18 months, with the
opportumty for this project to subsequently expand

We believe that thas collaboration, together with the pipeline of other
comparable opporiunities represents a key growth area for the
company

In January 2015 the first patients were enrolled 1n a climeal pilot
study in a community setting (in collaboration with InHealth,
Cambnidge Cognition Heldings ple, Impenal College Londen and
the Alzheimer's Society) IXICOs providing an adapted version of
Assessa® The results and data from the pilot study are part of our
plan to continue to add real world data to our platform

MyBrainBook®

We have identified early opportunities to deploy our digital
technologies in a healthcare setting and an example of this is the
MyBrainBook®pilot with NHS healthcare prowiders, social care
commissioners and third sector organisations such as chanties
commissioned by the NHS to provide to support following
diagnosis We believe that this pilot study will provide validation of
MyBrainBook 1n a chimcal setting Such validation 1s important as we
position MyBrainBook as a technology which can generate revenue
from healthcare prowviders who provide care and support to patients
with cognitive problems and that other market segments can be
accessed through commercial partnerships

Other income — development and evaluation of new products
Income frem grants and abovethe line tax credit (reported as other
income) increased to £1 1mullion in the year (2014 £0 9mullion)

tn support of our partnenng actvities whilst also providing early
evaluation and pilot opportunities for the new products that we

are bnnging to the market Inthe year we were awarded new

grant funding of £1 2million from UK and European sources and at
30 September 2015, £1 8mullion (2014 £1 6millien) remained to be
drawn down in the next five years These projects generate income
but also support our business development through enabling us to
work closely with current and potential customer partners, and to
develop and evaluate new products and services jointly with those
partners

On 186 January 2015 we announced our involvement in the
European Prevention of Alzheimers dementia Inhative (EPAD)
project of 35 partners including European pharmaceutical partners
{EFPIA) and leading universities and academic institutions We are
providing TnalTracker™ to collect and manage imaging data and
Assessa*to dentify subjects who are most likely to benefit from
treatment

On 12 May 2015 we announced an innovate UK grant funded
project to quantify vascular disease burden in patients with CNS
diseases to support more accurate differential diagnosis of CNS
diseases in the chmc, enabling the design and execution of better
targeted clinical tnals [XICO as the lead partner will incorporate
vascular disease biomarkers in to the Assessa® platform, working
with Impenal College London and the University of Edinburgh

Intellectual Property

In the year we continued to invest in the maintenance of our existing
patent portfolio and new filings related to our digital health products
We continue to identify opportunities to enhance our propnetary
database of clinical and biomarker data, which supports the
application of aur platform across multiple brain disease areas and
provides value for both IXICO and its partners
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PRINCIPAL RISKS AND UNCERTAINTIES

Like all businesses we face nsks and uncertainties, many of which
are inherent with any company looking to establish new products
as well as expand its commercial footpnnt The Board continually
identifies, monitors and manages the nsks and uncertainties of the
Group Set out below are those pnncipal nsks and uncertanbies that
the Board considers could have a matenal impact on the Group's
operational results, financial condition and prospects This list does
not purport to be exhaustve

Management and employees

The Group's future success 1s dependent on retention of key
management and employees The loss of key employees could
weaken the Group's scientific, technical and management
capabilities, resuliing in delays in the development of our products
and impacting negatively on our business We have entered into
employment arrangements with key staff and they are incentivised
by a combination of salary, bonus, sales commission and equity
participation

Industry and compettion risk

A large proportion of the Group's current revenue results from
expenditure by pharmaceutical businesses running climical tnals in
neurodegenerative diseases Conseguently, the Group s dependent
on the pharmaceutical industry and faces the nsk of reduced
revenue resulting from reduced expenditure by customers and
potential customers in this sector Pharmaceutical companies may
cut theiroverall R&D budgets, or may reduce theirr R&D expenditure
in neurodegenerative diseases both of which would negatively
impact IXICO'S accessible market We face competitionin this
sector from companies which may be larger and have strongertrack
records

There can be no guarantee that the pharmaceutical or healthcare
market will accept our recently launched and future products and
we face competition from both technology companies and service
providers The market for technologies to support the rapidly
evolving environment for dementia diagnosis and post-diagnosis
support 1s not well established, and market access routes are in
many cases unciear We aim to strengthen our market positions and
sustain competitive advantage by building collaborative, commercial
partnerships, continuing to widen our customer base, iInvesting in
technology and product development, and working closely with

our customers to ensure that we develop solutions taillored to therr
needs to continue delivening a qualty service

There can be no guarantee that the grant funding or the RDEC will
continue to be avallable to the Group, which would affect our ability
to broaden our investment into new product development and
deployment opportunities

Regulatory and reimbursement risk

Given the regulatory and rembursement enwronment in which we
operate, any change in that environment could negatively impact
our growth strategy, revenue, profitability and consequently ¢ash
avallable for investment and new product development Any change
in the regulatory environment for digital health technologies could
negatively impact the cost, feasibility and timing of new product
launches The commercial success of current and future products
will ikely depend on the extent to which health economic benefits
¢an be demonstrated and reimbursement will be available from
government and other healthcare payers in the countnes whereit is
marketed We maintain oversight of local regulatory environments
and participate in local mdustry bodies to help anticipate potential
changes to the regulatory environment and ensure appropriate
compliance of our products

Intellectual property risk

Protection of our intellectual property 1s important to the Group's
competitive pesition The Group owns a portfolio of patents and
patent applications and is the authonsed licensee of other patents
We actively seek to manage, develop and protect our intellectual
property portfolio However, our technologres are based on software,
including algonthms for image data manipulation and analysis
Patents related to software based systems are considered to be
less of a barner to competitors than patents related to hardware
devices or molecules Copyright in the software incorporated into
our products i1s a further form of potental protection

We have significant business know-how and knowledge which
has been built up overmany years which ts securely stored and
protected 1n our Quality Management System and Standard
Operating Procedures {(SOPs)

Financial risk

The Group’s financing requirements depend on numerous factors |
including the rate of market acceptance of cur products and ‘
services and our ability to attract and retain customers The Group ‘
may be unable to obtain adequate funding on acceptable terms,

if at all

The Group has instigated certain financial nsk management policies
and procedures which are set out i note 23 to the financial
statements

CORPORATE DEVELOPMENT

Acquisition of Optimal Medicine and placing

On 8 December 2015 we completed the acquisition of Optimal
Medicine Limited and a placing of £2 7m, before expenses

Optimal Medicine develops digital healthcare products for climical
decision support with its first product mehealth®, a decision support
technology for physicians diagnosing and treating patients with
Attention Defict MHyperactvity Disorder {ADHD)

The directors believe that Optimal Medicine’s products, inihal
revenue and patient data will provide additional potential revenue
streams in the field of brain health and further opportunihies to
partner with phammaceutical and healthcare companies

The net proceeds of the placing will be used to support and fund X
general working capsal, recrutment of US and European business !
development employees and further development of the enlarged |
group’s IT, delivery and deployment infrastructure

CONCLUSION AND OUTLOOK
Forthe year ended 30 September 2015, we have delivered growth .
in our climical tnals services business and excellent progress n

developing strategic partnerships with pharmaceutical companies

using our digital technology platform

The acquisition of Optmal Medicine and the asscciated placing

are part of our growth strategy and we believe that the commerctal
opportunity for the enlarged group 1s gathenng momentum that we
will take forward in the year ahead

We will continue to work closely with our customers, collaborators
and business partners to realise our wision and would like to thank
them as well as all our staff, shareholders and adwsers for their
continued commitment, enthusiasm and support

Approved on behalf of the Board of Directors

Dr Andrew Richards
Chairman

Professor Derek Hi
Chief Executive

A " |

/
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The Board of Directors

Dr Andrew Richards CBE

Non-Executive Chairman

Andrew was appointed Chairman of IXICO in 2008 Heis an
established life science entrepreneur with expenence in growing
businesses, corporate transactions and exits He 1s currently
Chairman of Congenica Limited, Novacta Biosystems Limited,
Abcodia Limited and Cambridge Temperature Concepts Limited
and 1s a Director of Arecor Limited, lese Digital Health Limited,
Cancer Research Technology Limited (commercial arm of CR-
UK), Babraham Bioscience Technologies Limited and Cambridge
University Health Trust Andrew’s early career was with ICI (now
AstraZeneca) and with PA Technolegy He was a founder of
Chiroscience Group PLC and an Executive Director through to the
sale to Celltech Group PLC in 1999 Since that time he has been
founding, investing m and directing new UK healthcare and Iife
science companies Andrew ts a graduate of Cambndge University
with a PhD in Chemustry and was awarded a CBE in the 2015
CQueen's Birthday honours list

Professor Derek Hill

Chief Exscutive Officer

Derek 1s a founder and has been Chief Executrve Officer of IXICO
since its mcorporation in 2004 He is responsible for setting and
delivenng the business strategy which has included leading the
company to profitability in 2012 and the subsequent admission to
AlMn Cctober 2013 Derek has worked in medical imaging science
for over 25 years and has authored more than 80 journal papers

in this field He 1s a member of the MRI Core of the Alzheimer s
disease Neuroimaging Imtiative (ADNI) in the US, has served on

the scientific advisory board for several pharmaceutical companmes
and Is invelved i the Critical Path Institute’'s Coalition Against Major
Diseases (CAMD) biomarker qualification imtiatives Derek has a
PhD m medical image analysis at the Medical School of Guy's &

St Thomas” Hospitals, University of London, an MSc in Medical
Physics at the University of Surrey and a BSc degree in Physics
from Impenal College He undertook business traiming at London
Business School as part of the CSEL programme

Susan Lowther FCMA

Chief Financial Officer

Susan Joined IXICO as Chief Financial Officer 1n October 2014
Shawas previously Group Chief Financial Officer and a Director

of Novacyt SA, a European diagnoshic company hsted on the
French Alternext exchange Prior to that, she was Chref Financial
Officer and a director of Lab21 Group Limited which was acquired
by Novacytin June 2014 Susan also held executive positions at
BioWisdem Limited where she was Chief Financial Officer until

its acquisttion by Instem plc and Finance Director at RiboTargets
Limited untihits acquisiion by Vernalis plc She has held sentor
financial management roles at other hfe science companies including
Lonza Biologics, Celltech Group and Monsanto, gaining sigruficant
experience In growing businesses and corporate transactions

Charles Spicer

Vice President of Corporate Development

Charles joined the board of IXICO in July 2013 having previcusly
been an adviser on corporate strategy to the Board since 2011

He 15 an expenenced director of, and adwiser to, public and private
companies pnmanly in the medtech and life science sectors He

15 currently Chairman of PunCore plc, a Non-Executive Director of
SIW Holdings Limited (Stanmore Implants), chair of the UK
Department of Health's Invention for Innovation funding pane! and a
trustee of the Royal Humane Society and the Billingsgate Seafood
Tramning School He was a Director of Arrcraft Medical untilits sale to
Medtronic in November 2015 He was previously Chief Executive of
MDY Healthcare plc, a strategic healthcare investor and prior to that,
head of Healthcare Corporate Finance at both Numis Secunties and
Nomura International Charles has an MA in History from Cambndge
University
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Tem Sharpington

Non-Executive Director and Semor Independent Director

Tim s curently Senior Director — Development at Veclura Group
PLC, having previously served as Chief Executve Officer of
Phytophamm plc He has more than twenty years' expenence in the
hife sciences sector with vanous pharmaceutical, biotechnology and
pharmaceutical senvce companies in Eurgpe and the US He has
broad expenence across drug development, in-icensing, mergers
and acquisiions as well as fundraisings Tim founded and was Chief
Executive Officer of Serentis Limuted Prewiously he was Development
Director at Arakis Limited, a UK-based VC-backed biotechnology
company which was sold to Sesel of Japan in 2005 for £107 miltion
Pnor to that, Tim led product develepment at US-based Sequus Inc
followaing a penod of time at Pfizer His CRO expenence was gained
at ICON, one the world's largest CROs, where he led European
operations Tim was also a Non-Executive Director at Clirucal Force
Limited, a clinical tnal software company, until its successhu! trade sale
in 2011 Tim chairs the Remuneration Committee

John Bradshaw ACA

Non-Executive Director

John 15 a chartered accountant with more than 15 years' expenence
as a CFO with venture capital backed and listed companies He 1s

a partnerin Bradshaw Daniel, which provides CFO services to small
and medwum sized companies throughoutthe UK and Europe He 1s
the Chief Financial Officer of Syncona Partners LLP, an independent
subsidiary of the Wellcome Trustfounded in 2012 to invest in
healthcare He was previously Chief Financial Officer of Gyrus
Group PLC, which he joined pnor to isting it on the London Stock
Exchange, following 11 years at Arthur Andersen in Cambndge

and Tunn where he qualified as a chartered accountant John has

a law degree from the University of Liverpcol John charrs the Audit
Committee

David Brister

Non-Exscutive Deputy Chawrman

David joined the board of IXICO in December 2015, following the
acquisition of Optimal Medicine Limited He 1s currently Chairman
of Crysalin Ltd and HealthiQ Ltd, a Non-Executive Director of Green
Biologics Ltd and an Operating Partner for Oxford Capital Partners
Dawvid has over 30 years' business expenence In an extensive range
of roles and industry sectors, including several high growth life
science and technolegy companies He was previously at 31 Group
plc, leading a broad range of transactions from leveraged buy-outs
to acquisition financings of established businesses, to investing in
young, leading edge technology and biotechnology companies
David was also part of the founding team of MVM Life Science
Partners LLP, a ife sciences venture capital company with offices in
London and Boston David's operational management experience
includes Chief Business Officer and Executive Committee member
of Evotec AG and Executive Chairman of Mabey Holdings He holds
a BSc degree with honours in Genetics and Zoology



Directors’ Report
for the year ended 30 September 2015

The Directers of IXICO plc (registered in England and Wales
03131723) present their report together with the audited
consolidated and Company financial statements for the year ended
30 September 2015

Principal activities

The Group provides chinical tnals services to phamaceutical
companies and has significant expertise 1n dementia clinical studies
More recently it has expanded its clinical trials services in to other
neuro degenerative disorders including Huntingten's disease and
Multiple Sclerosis

IXICO's propnetary TnalTracker™ platform underpins the clinical tnals
services and when combined with Assessa®and MyBrainBook™
products represents a key part of the Group's digital healthcare
technology offering to both the phamaceutical and clinical
healthcare markets

Key Performance Indicators

At this stage in the business’s evolution the key performance
indicators used by the Group are financial and relate to revenue,
other income, net profit/ (loss} and cash resources The Group
intends to estabhsh other key performance indicators 1n due course
once the business and new products have matured sufficiently The
Group does not use and does not at present intend to use
non-financial key performance indicators

Corporate Governance

The Directors of IXICO plc are responsible for the long term financial
success of the busimess We do not comply with the

UK Corporate Governance Code (“the Code™) however we draw
upon best practice available, including those aspects of the Code we
consider to be relevant to the company and best practice given the
Group's size and stage of development

Ftnancial Review

The financial performance for the year ended 30 September 2015
includes revenues generated from the Group's clinical tnals services
business, preliminary revenues from s digital healihcare products
together with investment in people and product development The
comparatives refer to the sixteen months ended 30 September 2014

Revenue

Revenue for the period of £3 1milion (2014 £3 4million) was
generated from services provided to pharmaceutical customers and
licensing revenues from our allance partner, VirtualScopics

Qther income

Other income for the penod compnsed income from grants of
£0 9milion (2014 £0 8milhion) and RDEC of £0 1million (2014
£0 1million)

Research and development

Research and development expenses of £1 2Zmillion (2014

£1 4million} were 1n line with expectations and the Group’s plansto
nves! in new product development

Sales and marketing expenses
Sales and marketing expenses of £0 6million (2014 £0 9mullion})
were in Iine with expectations

Admunistrative expenses
Administrative expenses of £2 Zmillion {2014 £2 3milion} were in
line with expectations

Non recurnng administrative expenses of £0 2millon comprised
transaction fees whilstthe 2014 £0 9milion comparatives
comprised transaction fees and dilaprdation costs following the
reverse acquisition listing of the business in October 2013

Finance income and expense
Finance income represents interest received and recevable from the
Group's cash balances and money market investments

Taxatwon

The Group has elected to take advantage of the research and
development expenditure credit {RDEC’), whereby a company may
surrender corporation tax losses incurred on qualifying research and
development expenditure for a corporation tax refund In addtion,
the Group has claimed research and development tax credits under
the small or medium enterpnse research and development credit
scheme

The corporation tax refund due for the year 1s £0 3milhon (2014
£0 3miliron} has been recognised as a current tax receivable

Non-current assets

Non-current assets at 30 September 2015, included property, plant
and equipment of £0 1mmillion (2014 £0 1million) and Intangible
assets of £0 3milion (2013 £0 5millien) The Group has identified
that the value of the registered intellectual property has diminished
as the estimated future cash flows wili be £nil following the
licensor's notfication that the study has been terminated Following
this termination there will be no further chinical development and
therefore the intellectual property will not generate future cash flows
from milestones or commercialisaton The Group has recogrised an
impairment loss of £120,000 in the year ended 30 September 2015

Current assets

Current assets at 30 September 2015 of £3 8million (2014

£4 8milllon}) reflected an increase in trade and other receivables
to £1 6million (2014 £1 2million) and reduced cash and cash
equivalents of £1 9rmulion (2014 £3 3miltion)

The Group holds all cash and cash equivalents in sterling and
US dollar accounts with institutions with a recognised high rating
{typically AA or above) or with one of the major clearing banks

Current hiabiites
Total current liabilites at 30 September 2015 were £1 Smilion (2014
£1 Smullion)

Equity
Total equity of £2 7mullion at 30 September 2015 (2014 £3 8million)
reflected additional accumulated losses of £1 1mullion

Cash flow
Operating cash outflows in the year were £1 3million and resulted in
a closing cash balance of £1 9rmllion (2014 £3 3milhon)

Future developments
Future developments are discussed in the Strategic Report

Resuits and dividends

The Group's results for the penod ended 30 September 2015 are
presented on page 12 The Group’s net loss after tax for the year
reduced to £1 2millon (2014 £2 3rullion)

The Directors do not recommend the payment of a dividend

Financial nsk management
The financial sk management and objectives of the Group are set
out in note 23 to the consolidated financal statements

Political donations
The Group made no political donations duning the perniod
(2014 £nu)
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Directors’ Report
for the year ended 30 September 2015 continued

Directors
The Directors of the Company, who served duning the penod and up to the date of this report, unless otherwise ndicated, are as follows

Capacity
Professor Derek Hull Chief Executve Officer Appointed 15 October 2013
Mr Charles Spicer Vice President of Corporate Development Appointed 15 October 2013
Mrs Susan Lowther Chief Financial Officer Appointed 1 October 2014
Dr Andrew Richards Non-Executive Chairman Appointed 15 October 2013
Mr Tim Sharpington® Non-Executive and Senior Independent Director
Mr John Bradshaw Non-Executive Director Appointed 15 October 2013
Ms Maina Bhaman Non-Executive Director Resigned & December 2015
Mr David Brister Non-Executive Director and Deputy Chairman Appointed 8 December 2015

) Mr Tim Sharpington was Chief Executve Officer of the Company until completion of the acquisiion of IXICO Techaotogies Lirnitad on 14 Oczober 2013

Biographical details of IXICO's current directors are shown on page 4

Re-election of Directors
At the 2016 Annual General Meeting (“AGM"), in accordance with the Company's Articles of Association, Mrs Susan Lowther, Mr Tim
Sharpington and Mr John Bradshaw willretre Being eligible, and with the Board's recommendation, they will offer themselves for re-election

Dr Andrew Richards, Mr Tim Sharpington, Mr John Bradshaw and Mr David Bnster, as non-executive directors, have letters of appointment
which provide for three manths’ notice from either party

The service contracts of the executive directors and the letters of appointment for the non-executive directors are available for inspection at
the registered offtce of the Company and will be available at the 2016 AGM as specified in the notice of meeting

In accordance with Section 992 of the Compantes Act 2006, the Directors disclose that the rules regarding the appointment and replacement
of Directors are contained in the Company's Articles of Association, which may be amended with shareholder approval in accordance with
relevant legislation The powers of the Directors are contained in the Company’s Articles of Association or in accordance with the provisions
of the Compames Act 2006 The Companies Act 2006 provides that directors may 1ssue and buy back the Company’s shares on behalf of
the Company, subject to authonty being given to the directors by shareholders in a general meeting No authonty to buy back the Company's
ordinary shares of 50 pence has been sought
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Directors’ emoluments

Year ended
30 September 2015

16 months ended
30 September 2014

IXICO plc
Salary Pension Salary Pension
and fees contributions and fees contributions
£ £ £ £
Executive

Professor Derek Hill 213,297 15,067 254,819 16,178
Mr Charles Spicer 95,172 6,635 123,277 4,000
Mrs Susan Lowther 206,976 11,480 — —_
Professor Jo Hajnal -_— —_ 4,506 —
Mr Tim Sharpington — —_ 10,131 2,519
Mr Rager Hickiing - - 6,428 965
615,445 33,182 399,161 23,662

Non-Executive
Dr Andrew Richards 42,000 _— 45,036 —
Mr Tim Sharpington 22,500 _ 21,746 —_
Mr John Bradshaw 22,500 -_— 21,746 —
Mr Peter Ellis — — 4,506 —
SirColin Dollery —_ — 4,506 —
Dr Peter Blower -_— —_ 1,446 —
Mr Abstair Taylor — —_— 1,965 e
Dr lan Tulloch - — 1,446 —
87,000 — 102,397 —_
Aggregate emoluments 602,445 33,182 501,558 23,662

No share options were exercised dunng the year ended 30 September 2015 During the 16 months ended 30 September 2014 Professor
Derek Hill and Professor Jo Hanal made gamns of £73,901 and £53,068 respectively on the exercise of share options

Professor Jo Hanal, Peter Ellis and Sir Colin Dollery resigned as directors of IXICO Technologies Limited following admission to the AIM

market of the London Stock Exchange on 14 QOctober 2013

Roger Hickling, Dr Peter Blower, Alistair Taylor and Dr lan Tulloch resigned as directors of Phytopharm plc following the acquisition of IXICO

Technologies Limited on 14 Qctober 2013

Tim Sharpington resigned as an executive director of Phytopharm plc following the acquesition of IXICO Technologies Limited on

14 October 2013

Dr Andrew Richards, Professor Derek Hill, Charles Spicer, John Bradshaw and Maina Bhaman were appointed as directors of IXICO plc on
15 October 2013 Mara Bhaman resigned as a director on 8 December 2015

Mrs Susan Lowther was appointed as director of IXICO ple on 1 Qctober 2014

Mr Dawid Brister was appointed as director of IXICQO plc on 8 December 2015

No directors waived emoluments in the year ended 30 September 2015 (16 months ended 30 September 2014 £nil)
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Directors’ Report
for the year ended 30 September 2015 continued

Directors’ options
Detarls of aptions over shares of the Cormpany held by directors who served during the penod all of which have been granted at no cost to the
directors are set out below

Number of options®

At30  Exercised At 30 Date
September during September Exercise from which

2014 the year 2015 Price exercisable Expiry date

Professor Derek Hill 29,770 — 29,770 £0 00 14 October 2013 15 Apnl 2016

—_ —_ 180,706 £0 49 28 October 2014 7 May 2024
29,770 —_ 210,476

Mr Charles Spicer — —_ 150,588 £049 28 October 2014 7 May 2024
— - 150,588

Mrs Susan Lowther — — 150,588 £0 49 28 October 2014 7 May 2024
— — 150,588

Dr Andrew Richards 104,352 — 104,352 £0 38 14 October 2013 15 April 2016

52,332 — 52,332 £0 19 14 October 2013 15 April 2016
156,684 — 156,684
Aggregate 186,454 _ 668,336

() Ro-stated foliowing the reverse acquisiion effectad on 14 October 2013 The comparaves In respect of the capital structure of the legal subsidiary are re-stated using the exchange ratio
of 15 67 established on acquisibon See note 20 of tha consolidated financial staternents for further information

Share options with an exercise price of £0 00 represents share options issued by IXICO Technologies Limited at the par value of £0 01 Based
on the exchange ratio of 15 67 established on acquisiiion, the share option exercise price becomes £0 000638

Further detalls of the share option schemes are contained in note 21 of the consolidated financial statements

Directors’ interests
The table below sets out the interests in the Company's shares of directors who served during the period and theirconnected persons

Ordinary shares

of 50 pence

2015 2014
Professor Derek Hill 541,480 541,480
Mr Charles Spicer 62,078 62,078
Dr Andrew Richards 30,200 30,200
Mr Tim Sharpington 15,150 15,150
Mr John Bradshaw 35,517 35517
Ms Maina Bhaman® 1,714,743 1,722,273

iy Interest in tssued share capital due te her employment at Impenal Innevatens Group
The directors’ interests are beneficially held by each director

Apart from the interests and share options disclosed above, no director had any interest in the penod in the share capital of the Company or
other Group companies There have been no changes in the Directors’ interests in the share capital of the Group since the year end

Directors’ indemnities
The Group has in place for the whole of the period, and at the date of signing the consolidated financial statements, qualifying third party
tndemnity insurance for all Directors and officers

Structure of the Company’s capital

The Company’s share capital compnses a single class of ordinary shares of 50 pence each, each carrying one voting nght and all ranking
equally with each other At 30 September 2015, 15,058,982 shares were allotted and fully paid Note 20 of the consolidated financial
statements provides full details of movements inthe Company's share capital

On 8 December 2015, the Company effected a restructunng of the share capital of the Company whereby each existing ordinary share was
sub-dided and re-designated each into one ordinary share of 1 pence and one deferred share of 49 pence The ordinary shares retain all

the nghts currently attaching to the existing ordinary shares in respect of dividends, voting and any return on capital Otherthan the change
in nominal value therefore, the ordinary shares are identical to the existing ordinary shares The deferred shares carry minimal nghts thereby
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rendening them effectively valueless On completion of the share caprtal restructunng the nominal value of each ordinary share 1s 1 pence The
number of ordinary shares before and subsequent to the share capral restructunng remained at 15,215,664 Details of the share capital
restructunng are set out 1n note 25 of the consolidated financial staterents

Holders of ordinary shares are entitled to receive all shareholder documents, to attend, speak and exercise voting nights, either in person or

by proxy, on resolutions proposed at General Meetings and participate in any distnbution of tncome or capital There are no restnctions on the
transfer of shares in the Company or in respect of voting nghts attached to the shares None of the shares camy any special nghts with regard
to the controt of the Company

Participants in employee share option schemes have no voting or other rights in respect of the shares subject to their awards until the options
are exercised, at which time the shares rank pan passu in all respects with shares already in 1ssue Detalls of employee share ophion schemes
are set out 1n note 21 of the consolidated financial statements

There are no restnctions on the transfer of secunties in the Group

Authority to 1ssue shares

At the Annual General Meeting held on & March 2015, shareholders authonsed the Drrectors to allot relevant secunties up to an aggregate
nominal value of £2,509,579, representing one-third of the rssued share capital, and to further allot equity securties up to an additional
aggregate nominal value of £5,019,911 50 in connection with a fully pre-emptive nghts 1ssue, in accordance with ABI guidance, and to allot
for cash equity secunties hawving a nomingl value not exceeding in aggregate £752,949 {being 10% of the issued share capital)

These authontes expire at the conclusion of the 2016 AGM or, if earlier, the close of business on 5 March 2016 Al the 2016 AGM simdar
authonties will be sought from shareholders

Substantial shareholdings
At 8 December 2015, the Company had recewved notification from the following financial instiiutions of their and ther clients’ interest m the
following disclosable holdings, which represent 3% or more of the voting nghts of the 1ssued share capital of the Company

Number of % of Issued
Shareholders having a major interest shares held® shares
Invesco Asset Management Limrted 6,205,222 235
IP Group ple 5,353,687 203
Impenal Innovations Group plc 3,619,661 137
Hardsteel Limited 847 148 32

{) Excludes issue of deferred consideration  See note 25 of the consohidaton financial staternents tor further infarmation

The shares held by Invesco Asset Management Limited ("Invesco™ are held in Invesco’s capacity as an institutional investor and
annvestment channel for others and not on its own behalf A significant number of the shares are held by open ended investment
companies together with other shares held in investment portfolios managed by Invesco as nominee/bare trustee

Annual General Meeting
The notice convening and giving details of the 2016 AGM of the Company to be held at the offices of FTI Consuling LLP, 200 Aldersgate
Street, London EC1A 4HD on 29 January 2016 has been sent to shareholders

Disclosure of information to auditors
Inthe case of each of the persans who are directors of the Company at the date when this report 1s approved

« so far as each of the Directors 1s aware, there 1s no relevant audit information {as defined in the Companies Act 2006) of which the
Company's audilors are unaware, and

+ each of the Directors has taken all steps that he/she ought to have taken as a director to make himselfherself aware of any relevant audit
infarmation and to establish that the Company's auditors are aware of that information

This confirmation 1s given and should be interpreted in accordance with the provisions of Section 418 of the Companies Act 2006

Going concern

At 30 September 20185, the Group had cash and cash equivalents of £1 9million After making enquines and taking into
account management’s estimate of future revenues and expenditure, the Directors have a reasonable expectation that the
Group willhave adequate financial resources to continue in operation for the foreseeable future

On behalf of the Board

Professor Derek Hill
Chief Executive Officer
18 December 2015
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Statement of Directors’ Responsibilities

The Drrectors are responsible for prepanng the Annual Report and
the financial statements in accordance with applicable law and
regulations

Company law requires the Directors to prepare financial statements
for each financial year Underthat law the Directors have elected

to prepare the Group and parent company finangial statements n
accordance with International Financial Reporting Standards (IFRS™)
as adopted by the European Union ("EU") 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 Group
for that penod In prepanng these financial statements, the Directors
are required to

- select sutable accounting policies and then apply them
consistently,

- make judgements and accounting estimates that are reasonable
and prudent,

+ state whether applicable IFRS as adopted by the EU have
been followed, subject to any matenal departures disclosed and
explained 1n the financial statements, and

+ prepare the financial statements on the going concern basis
unless It 1s inappropnate to presume that the Group will
continue in busmess, in which case there should be supporting
assumptions or qualfications as necessary

The Directors are responsible for keeping adeguate 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 the Group and enable them
to ensure that the financal statements comply with the Companies
Act 2006 They are also responsible for safeguarding the assets of
the Company and the Group and hence for taking reasconable steps
for the prevention and detection of fraud and other imegulanties

The Directors are responsible for the maintenance and integnty of
the corporate and financial information included on the Company's
webste Legislation inthe United Kingdom governing the
preparation and dissemination of financial statements may differ

from legislation in other junsdictions
Q kf\:bv

By order of the Board

Dr Jane Whitrow
Company Secretary
18 December 2015




Independent auditors’ report to the members of IXICO plc

We have audited the financial statements of IXICO plc for the year
ended 30 September 2015 which compnse the consolidated
statement of comprehensive iIncome, the consolidated and
company statements of financial position, the consolidated and
company statements of changes 1n equity, the consolidated

and company statements of cash flow, and the related notes The
financial reporting framework that has been applied in their
preparaton I1s applicable law and International Finangial Reporting
Standards (IFRSs} as adopted by the European Union and, as
regards the parent company financial statements, as applied in
accordance with the provisions of the Compamies Act 2006

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

Respective responsibilities of directors and auditor

As explaned more fully in the Statement of Directors’
Responsibilities set out on page 10, the directors are responsible
for the preparation of the financial statements and for being satisfied
that they give a true and farr view Qur responsibility 1s to audit and
express an opimon on the financal statements in accordance with
applicable law and international Standards on Auditing (UK and
Ireland} Those standards require us to comply with the Auditing
Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements
15 provided on the Financial Reporting Council’'s website at
www frc org uk/auditscopeukprivate

Opimion on financial statements
In our opinton

« the financial statements give a true and fair view of the state
of the group's and of the parent company's affarrs as at 30
September 2015 and of the group’s loss for the year then
ended,

+ the consolidated financtal statements have been properly
prepared in accordance with IFRSs as adopted by the European
Union,

+ the parent company financial statements have been properly
prepared in accordance with IFRSs as adopted by the European
Umon and as applied in accordance with the provisions of
theCompantes Act 2006, and

+ the financial statements have been prepared in accordance with
the requirements of the Companies Act 2006

Opimion on other matter prescribed by the

Companies Act 2006

In our opinion the information given in the Strategic Report and
Directors’ Report for the financial year for which the financial
statements are prepared is 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 matters where
the Companies Act 2006 requires us to report to you If, in our
opinion

+ adequate accounting records have not been kept by the parent
company, or returns adequate for our audit have not been
received from branches not wisited by us, or

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

+ cenain disclosures of directors’ remuneration specified by law
are not made, or

« we have not recewed all the information and explanations we
require for our audit

Alison Seekings q}%+ Thowtiea Uie LLP

Semor Statutory Auditor

for and on behalf of Grant Thornton UK LLP
Statutory Auditor, Chartered Accountants
Cambridge

23 December 2015
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Consolidated Statement of Comprehensive Income

for the year ended 30 September 2015 and 16 months ended 30 September 2014

Year ended 16 months ended
30 September 30 September
2015 2014
Note £'000 £'000
Revenue 3,115 3413
Cost of sales {1,323) (1,300)
Gross profit 1,792 2,113
Otherincome 6 1.067 942
Operating expenses
Research and development expenses {1,234} (1,369)
Sales and marketing expenses (584) {922)
General and administrative expenses (2,185) (2,342)
Non-recurring admunistrative expenses 7 (247) (938)
Total operating expenses 10 (4,253) (5,571)
Operating loss (1,394) (2,518)
Finance income 1 18
Loss on ordinary activittes before taxation {1,393) (2,498)
Taxation 1" 199 206
Loss and total comprehensive expense attributable
to equity holders for the penod {1.194) {2,292)
Loss per share (pence) 12
Basic loss per share (7 9) {152)
Diluted loss per share (79) {15 2)




Consolidated and Company Statements of Financial Position
as at 30 September 2015 and 30 September 2014

Group Company
As at As at As at As at
30 September 30 September 30 September 30 September
2015 2014 2015 2014
Mote £000 £'000 £000 £'000
ASSETS
Non-current assets
Property, plant and equipment 13 116 120 — —_
Intangible assets 14 300 520 — —
Investments in group undertakings 15 —_ _— 4,979 4911
Amounts due from subsidiary undertakings 16 —_ _ 3,535 2,062
Total non-current assets 416 640 8,514 6,973
Current assets
Trade and other receivables 16 1,603 1,161 34 a0
Current tax recewable 11 286 318 — —
Cash and cash equivalents 1,934 3,294 551 1,986
Total current assets 3,823 4,773 585 2,066
Total assets 4,239 5413 9,099 9,039
LIABILITIES AND EQUITY
Current habilities
Trade and other payables 18 1,470 1,497 358 153
Total current habilities 1,470 1,497 358 153
Non-current lhabihities
Deferred tax labilities 19 60 104 —_ —
Amounts due to subsidiary undertakings 18 — —_ 1,339 869
Total non-current habilities 60 104 1,339 969
Equity
Ordmary shares 20 7,529 7,529 7,529 7,629
Share premium 20 76,804 76,804 76,804 76,804
Merger relief reserve 20 641 641 641 641
Reverse acquisition reserve 20 {75,229) (75,229) —_ —
Accumulated losses {7,036) {5,933} {77,572) {77,057
Total equity 2,709 3,812 7,402 7,917
Total habihities and equity 4,239 5413 9,099 9,039

The financial statements on pages 12 to 39 were approved by the Board of Directors and authonsed for 1ssue on 18
December 2015 and were signed on its behalf by

Professor Derek Hill /{//
Chief Executive Officer /7.‘/"{
18 December 2015 —

IXICO plc, Registered number 03131723
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Consolidated Statement of Changes in Equity

for the year ended 30 September 2015

Reverse
Ordinary Share Mergerrelef acquisition Accumulated

shares premium reserve reserve losses Total

£7000 £000 £000 £'000 £000 £'000

Balance at31 May 2013 and 1 June 2013 2,608 76,791 — (75,935) (3.743) {279)

Total comprehensive expense for the period — — — — (2,292) (2,292)
Transactions with owners

Charge in respect of share options — - — — 102 102

Exercise of share options 454 13 — (261) — 216

Conversion of loan note 988 — — 234 — 1,222

Cost of acquisition 3,468 — 641 733 — 4,843

Total transactions with owners 4,921 13 641 706 102 6,383

Balance at 30 September 2014 7,529 76,804 641 {75,229) {5,933) 3,812

Total comprehensive expense for the penod — — — — (1,194) {1,194)
Transactions with owners

Charge n respect of share options — — —_ — M 91

Total transactions with owners —_ —_ —_ - 3| H

Balance at 30 September 2015 7,529 76,804 641 {75,229) (7,036) 2,709
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Company Statement of Changes in Equity

for the year ended 30 September 2015

Ordinary Share Mergerreltef Accumulated
shares premium reserve losses Total
£000 £'000 £000 £'000 £'000
Balance at 30 September 2013 and 1 October 2013 3,469 76,791 —_ (76,443} 3,817
Total comprehensive expense for the penod — — — (808) (808)
Transactions with owners
Charge in respect of share options — — — 194 194
Exercise of share options 83 13 — — 66
Cost of acquisition 4,007 — 641 — 4,648
Total transactions with owners 4,060 13 641 194 4,903
Balance at 30 September 2014 7,529 76,804 641 {77,057) 7,917
Total comprehensive expense for the penod _— — — (606) (606)
Transactions with owners
Charge n respect of share options — —_ — 91 o
Total transactions with owners — — —_ 94 91
Balance at 30 September 2015 7,529 76,804 641 (77,572) 7,402
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Consolidated and Company Statements of Cash Flows
for the year ended 30 September 2015, 16 months ended 30 September 2014 and 12 months ended September 2014

Group Company
Year ended 16 months ended Yearended {2 months ended
30 September 30 Septernber 30 September 30 September
2015 2014 2015 2014
£000 £'000 £'000 £:000
Cash flows from operating activities
Loss for the period (1,194} (2,292) (606) (808)
Finance ncome m (18) — (18)
Finance income accrued but not yet paid by
subsidiary undertakings - — {214) —
Taxation (199) (2086) _ -—
Depreciation 49 51 _ —
Amortisation of acquired intangibles 100 130 - —
Imparrment of acquired intangibles 120 - —_ —
Research and development expenditure credit {131} (118) — —
Premium on acquistion expensed — 657 —_— —
Investment in subsidiary undertaking — — (68) —
Share option charge 91 102 9 —
{1,165) {1,692 (797) (826)
Changes in working capital
{Increase)/decrease In trade and other recevables (442) 44 (1,427) {2,063}
{Decrease)/increase Intrade and other payables (27) (1,223) 575 439
Cash used In operations (1,634) (2,871} {1,649} (2,450)
Taxation receved 318 597 — —
Net cash used Iin operating activibies {1,316) (2,274) {1,649) (2,450)
Cash flows from investing activities
Cash and cash equivalents acquired - 4,497 — —
Purchase of property, plant and equipment (45) (125) — —
Finance income 1 18 —_ 18
Finance income accrued but not yet paid by
subsidiary undertakings - —_ 214 —
Net cash (usedin)/generated from investing (44) 4,390 214 18
activities
Cash flows from financing activities — 216 —_— —
Issue of shares - 103 - —
Movement in money market mvestments
Net cash generated from financing activities -—_ 319 - -
Movements i cash and cash equivalents in the (1,360} 2,435 (1,435) (2,432)
penod
Cash and cash equivalents at start of period 3,294 859 1,986 4418
Cash and cash equivalents at end of period 1,934 3,294 551 1,986
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Notes to the Financial Statements

1 GENERAL INFORMATION

IXICO plc {'the Company') i1s a public imited company incorporated in England & Wales and 1s admitted to trading on the AIM market
of the London Stock Exchange under the symbol IXI The address of its registered office 1s 4th Floor, Gniffin Court, 15 Long Lane,
London EC1A 8PN

The Company 1s an established provider of cimcal tnals services to the global phammaceutical industry The Company provides its
proprietary, innovative technologies to those involved In researching and treating senous diseases, especially dementia, to enable timely
decision making and improve patient outcomes

On 14 October 2013 the Company, then named Phytopharm plc, became the legal parent of IXICO Technologies Limited Reverse
acquisition accounting was adopted since the substance of that transaction 15 that IXICO Technologies Limited s the accounting parent
IXICQ Technolegies Limited produced its previous annual statutory financial statements for the year ended 31 May 2013 and, following
the transaction changed its accounting penod end to 30 September Accordingly, the accounting penod was extended for the sixteen
month period commencing 1 June 2013 through 30 September 2014

The comparative financial information consolidate the results of IXICO Technologies Limited for the sixteen month penod commencing 1 June
2013 through 30 September 2014 together with the results of IXICQO ple and its subsidianes from the acquisition date of 14 October
2013 through 30 September 2014

2 SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PREPARATION

Basis of preparation
The consolidated financial statements have been prepared in accordance with International Financial Reporting Standards ('IFRS') as
adopted by the European Urion, IFRIC interpretations and the Companies Act 2006 applicable to companies operating under IFRS

The consolidated financial statements have been prepared under the histoncal cost convention modified by the revaluation of certamn
financial instruments

The consolidated financial statements are presented in Sterling (£) This s the predominant functional currency of the Company, and is
the currency of the pnmary economig environment in which it operates Foreign transactions are accounted in accordance with the
policies set out below

Basis of cansolidation |
The consolidated financial statements incorporate the results of IXICO plc and of its subsidianes (together 'the Group') |
Subsidianies are entities overwhich the Company has the power to govern the financial and operating policies so as to obtain

henefits from s activities

Profit or loss and each component of other comprehensive Income are attnbuted to the equity holders of the parent of the Group When
necessary, adjustments are made to the financial statements of subsidianies to bring their accounting policies into line with the
Group’s accounting policies  All intra-group assets and liabifities, equity, income and expenses relating to transactions between
members of the Group are elimtnated n full on consolidation

Going concern

At the time of approving the consolidated financial statements, and based on a review of the group’s forecasts and business plan, the
directors have a reasonable expectation that the Company and the Group have adequate resources to continue in operational existence
for the foreseeable future Thus they have adopted the going concern basis of accounting in prepanng the consolidated financial
statements

Significant management judgement in applying accounting policies and estimation uncertainty
When prepanng the consolidated financial statements, the Directors make a number of judgements, estimates and assumptions about
the recognition and measurement of assets, llabilities, iIncome and expenses

Significant management judgements
The following are significant management judgements in applying the accounting pelicies of the Group that have the most significant
effect on the financial statements

Revenue recogmition

The Group recognises revenue with regard to amounts chargeable to customers under service contracts The policy I1s to recognise
testing services upon achievement of milestones set out in the related agreements This 1s expected to approximate to the timing of the
physical performance of the service activity on such contracts Recognising revenue also requires significant jJudgment in determining
actual work performed and the estimated costs to complete the work Assessing whetherthe Group 1s acting as agent in respect of an
agency relationship, depends on facts and circumstances and requires judgement

Racovery of deferred lax assets

Deferred tax assets have not been recognised for deductible temporary differences and tax losses as the Directors consider that there1s
not sufficient certainty that future taxable profits will be available to utilise those temporary differences and tax losses
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Notes to the Financial Statements

continued

2 SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PREPARATION (continued)

Estimation uncertainty
Information about estmates and assumptions that have the most significant effect on recognition and measurement of assets,
liabilities, Income and expenses 1s provided below Actual results may be substantially different

Reverse acquisition and intangtble assels
The Group applied the principles of IFRS 3's reverse acquisition accounting in respect of the Phytopharm plc transaction, modified to
record the excess of the farr value of consideration transferred overthe fair value of net identifiable assets as a listing expense

The key judgements involved were the identification and valuation of intangible assets which required the estimation of future cash flows
and the selection of a suitable discount rate and the determation that the difference between the fair value of the consideration
effectively given and the aggregate of the fair values of the separable net assets acquired effectively represents the cost of acquinng the
public listing, and has been treated as an administrative expense

Share-based payments

The Group measures the cost of equity-settled transactions with employees by reference to the fair value of the equity instruments at
the date at which they are granted The fair value of the options granted 1s measurad using an option valuation model, taking into
account the terms and condiions upon which the options were granted, detarfed in note 21 of the conschdated financial statements

Changes in accounting pelicies

The Group adopted IFRS 10, ‘Consolidated financial statements', IFRS 12, ‘Disclosure of infterests in other entities’ and IAS 27,
‘Separate financial statements’ on 1 October 2014 This resulted in the Group changing its accounting policy for the basis of
consolidation and definitien of control but has had no further impact on the 2015 consolidated financial statements

Accounting developments

At the date of approval of the consolidated financial statements, the following Standards and Interpretations which have not been
applied in the consoldated financial statements were in 1ssue but not yet effective (and In some cases had not yet been adopted by the
EU}

« IFRS 9 Financial Instruments (IASB effective date 1 January 2018)"

» IFRS 15 Revenue from Contracts with Customers (effective 1 January 2018)»

« Clarffication of Acceptable Methods of Depreciation and Amortisation — Amendments to IAS 16 and IAS 38 (IASB effective date
1 January 2016)

* Annual Improvements to IFRSs 2010-2012 Cycle (effective 1 February 2015)

+ Annual Improvements to IFRSs 2011-2013 Cycle (effective 1 January 2015)

« Annual Improvements to IFRSs 2012-2014 Cycle (effective 1 January 2016)"

* Amendments to IAS 27 Equity Method in Separate Financial Statements {effective 1 January 2016)%

« Amendments to IFRS 10, IFRS 12 and IAS 28 Investment Entiies Applying the Consolidation Exception (effective 1 January 2016)0

+ Disclosure Inttiative Amendments to IAS 1 Presentation of Financial Statements (effective 1 January 2016)%
{1) Not adopted by the EU as at 16 June 2015

Where relevant, the Group 1s still evaluating the effect of these Standards 1ssued but not yet effective, on the presentation of its
consolidated financial statements

Reverse acquisition

Although the legal form of this transaction 1s an acquisition of IXICO Technologies Limied by IXICO plc the substance 1s the reverse of
this Accordingly the business combination has been prepared using reverse acqusition accounting, modified to record the excess of
the fair value of consideration transferred overthe fair value of net identifiable assets as a isting expense

Underthe specific requirements of the Companies Act 2006 and IFRS 3 ‘Business Combinations’, reverse acquisition accounting has
been adopted for the period ended 30 September 2014 The key features of this basis of consolidation are

+ consolidated financial statements are a continuation of the results and balances of the legal subsidiary, IXICO Technologlies Limited,

+ the reserves of the Group are those of the legal subsidiary pre-combination together with the results of the whole Group post
transaction date,
the equity of the Group represent the equity structure of the legal parent, 1XICO plc with comparatives re-stated using the exchange
ratic of 15 67 established on acquisition,

+ where the legal parent 1ssues shares as consideration for the reverse acquisition, the company i1s obliged once the necessary
conditions are satisfied, to record the share premium to the merger relief reserve,

+ the difference between the equity of the legal parent and the i1ssued equity instruments of the legal subsidiary pre-combination 1s
recognised as a separate component of equity, and

» the IXICO plc Group will be brought into the consohdatien from the date of its reverse acquisition at fair values at that date

Where an acquriree’s existing share-based payment awards are replaced by the acquirer, the exchange of share-based payment
awards in conjunctienwith a reverse acquisition are accounted for as modifications of share-based payment awards in accordance
with IFRS 2 'Share-based Payment’” When the legal acquirer voluntanly replaces the acquiree’s share-based payment awards with
its own awards either all or a portion of the value of the replacement awards forms part of the consideration transferred The value of
the replacement share-based payment awards relating to pre-comhbination service i1s included in consideration transferred and post-
combination service 15 accounted for as compensation expense n the post-combination consolidated financial statements



2 SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PREPARATION (continued)

Revenue

Revenue 1s measured at the fair value of the consideration received or recevable and represents amounts receivable for goods and
services provided in the normal course of business, net of discounts, VAT and other sales-related taxes

Revenue from short term professional services contracts, such as consultancy and training, 1s recognised as the service 1s performed

Revenue on longer term contracts for services i1s recognised according to the substance of the Group’s obligations under a contract
Where the substance of a transaction 1s that the Group's contractual obligations are performed gradualiy overtime, revenue 1s recognised
as contract activity progresses, to reflect the Group's partial performance of its contractual cbligations Where the substance of a
contract 15 that a nght to consideration dees not arise untl the occurrence of a critical event, revenue 1s not recognised untilthe event
ocecurs

Where longer term contracts for services allows for the reimbursement for certain expense incurred by the Group in the execution of the
service contract, revenue I1s recognised onlyto the extent that the expenses incurred are eligible to be recovered These rembursements
are included in revenue and are subject to a nil gross margin

Where it has been assessed that the Group 1s acting as agent in respect of an agency relationship, revenues are recognised on a net
basis after deducting revenue earned by the principal

Revenue relating to icence income is recognised when nisk and reward have passed to the customer and there s no significant
ongoing obligation upon the Group

Revenue recognised in the iIncome statement but not yet invoiced 1s held on the consolidated statement of financial position within 'trade
and otherrecevables’ Revenue invoiced but not yet recognised in the income statement is held on the consolidated statement of
financial position within ‘trade and other payables’

Other income

Government grants recewved relating to tangible fixed assets aretreated as deferred income and released to the consolidated statement
of comprehensive income overthe expected useful lives of the assets concerned Other grants received are recognised on a work done
basis

The Group has elected to take advantage of the research and develepment expenditure credit ('RDEC’) introduced in the Finance Act
2013 A company may surrender corporation tax losses on research and development expenditure incurred on or after 1 Apnl 2013
for a corporationtax refund Relief 1s given as a taxable credit on 10% of qualifying R&D expenditure  The Group recognises
research and development expenditure credit as an item of other income, taking advantage of the 'above the line’ presentation

Research and development expenditure

Research and development costs are written off to the consolidated statement of comprehensive income in the year in which they are
meurred  All research and development costs, whether funded by grant or not, are included within operating expenses and classified
as research and development costs

All ongoing development expenditure is currently expensed in the year in which it 1s incurred Due to the regulatory and other
uncertainties inherent in the development of the Group’s programmes, the critena for development costs to be recognised as an asset, as
prescribed by IAS 38 ‘Intangible assets', are not met untif the product has been submitted for regulatory approval, such approval has
been received and it 1s probable that future economic benefits will flow to the Group The Group does not currently have any such internal
development costs that qualify for capitaltsation as intangible assets

Exceptional items

Exceptional items are disclosed separately In the consolidated financial statements where it 1S necessary to do so to provide further
understanding of the financial performance of the Group They are matenal items of Income or expense that have been shown separately
due to the significance of their nature or amount These amounts are of a non-recurmng nature

Share-based payments

Equity-settled share-based payments are measured at the farr value of the equity instruments at the granf date Details regarding the
determination of the fair value of equity-settled share-based transactions are set out in note 21 of the consolidated financial
stalements The farr value determined at the grant date of the equity-settied share-based payments Is expensed on a straight-line
basis overthe vesting period, based on the Group's estimate of equity instruments that will eventually vest At each balance sheet
date, the Group revises its estmate of the number of equity Instruments expected to vest as a result of the effect of non-market-based
vesting conditions

The impact of the revision of the onginal estimates, If any, 1s recegnised in profit or loss such that the cumulative expense reflects the
revised estimate, with a correspanding adjustment to equity reserves

Employee benefits

All employee benefit costs, notably holiday pay and contributions to the Group or personal defined contnbution plans, are recognised
n the statement of comprehensive Income as they are incurred The Group operates a defined contnbution pension scheme The
assets of this scheme are held separately from those of the Group in independently administered funds The Group does not offer any
other post- retirement benefits
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2 SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PREPARATION (continued)

Employee share trust

The Group recognises the assets and habilittes of the trust inits own accounts and shares held by the trust are recorded at cost as a
deduchion at arnving at total equity until such time as the shares vest unconditionally to employees The trust 15 a separately
administered trust, funded by contributions from employees and the Group

Operating leases
Rentals payable under operating leases are charged to the consolidated statement of comprehensive income on a straight ine basis over
the lease term

Property, plant and equipment
Property, plant and equipment are stated at historic purchase cost less accumulated depreciation

The cost of property, plant and equipment s s purchase cost, together with any directly attnbutable expenses of acquisition
Depreciation 1s calculated so as to write off the cost of property, plant and equipment, less its estimated residual value, on a straight line
basis overthe expected useful economic lives of the assets concerned

The pnncipal rates used for this purpose are

+ Leasehold improvements straight line over the shorter of 5 years or the lease tem
+  Fixtures and fitings  33% straight line
- Equipment 33% straight ine

The assets’ residual values and useful lives arereviewed, and adjusted if necessary, at each balance sheetdate

Gains and losses on disposals are determined by companng the proceeds with the carrying amount and are recognised within
the consolidated statement of comprehensive iIncome

Intangible assets
Acquired intangible assets are recogmsed as an intangible asset if it 1s separable from the acquired business or anses from contractual
or legal nights, 15 expected to generate future economic benefits and its fair value can be reliably measured

Intangible assets acquired separately are measured on iniial recognition at cost The cost of imtangible assets acquiredin a business
combination 1s therr fair value at the date of acquisition  Followng initial recognition, mtangible assets are carried at cost less any
accumulated amortisation and accumulated impairment losses

Intangible assets are amortised using the straight-line method overtherr estimated useful economic ife of 5 years Amortisation 1s
chsclosed under administrative expenses in the consolidated statement of comprehensive income

The amortisatton period and the amortisation methed for an intangible asset with a finite useful Iife are reviewed at least at the end of
each reporting period Changes are treated as changes in accounting estimates

Intangible assets are assessed for impament whenever there 1s an indicatton that the intangible asset may be imparred

Impairment of assets

Non-current assets are reviewed for impairment both annually and when there 1s an indication that an asset may be impaired (when
events or changes in circumstances indicate that carrying value may not be recaverable) Animpairment loss is recognised in the
consolidated statement of comprehensive income for the amount by which the asset's carrying value exceeds its recoverable amount

The recoverable amount s the higher of an asset's fair value less cost to sell and valee in use Non-financial assets, other than
goodwili, which have suffered an imparment are reviewed for possible reversal of the impaiment at each reporting date

Investments in group undertakings
Investments in group undertakings are carned at cost less any impanrment provision Such investments are subject to an annual
impairment review

Trade and other receivables

Trade and other receivables are intially recognised at farr value and subsequently stated at amortised cost using the effective interest
method, less provision for impairment A provision for impairment of trade recewvables 1s established when there 1s objective evidence that
the company will not be able to collect all amounts due according to the onginal terms of the recewvables Significant financial difficulbies of
the debtor, probability that the debtor will enter bankruptcy or financial reorganisation, and default or delinguency in payments (exceeding
credit terms) are considered indicators that the trade recewvable 1s mpaired

The amount of the provisien i1s the difference between the asset's carrying amount and the present value of estmated future cash flows,
discounted at the onginal effective interest rate The carrying amount of the asset s reduced through the use of an allowance account, and
the amount of the loss 1s recognised in the statement of comprehensive income within ‘admtnistrative expenses’ When a trade receivable
1s uncollectible, it 1s written off against the allowance account for trade recevables Subsequent recovenes of amounts previously written
off are credited against ‘administrative expenses’ inthe consolidated statement of comprehensive income
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2 SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PREPARATION (continued)

Current tax
Current tax represents Umited Kingdom tax recoverable and s provided at amounts expected to be recovered using the tax rates and
laws that have been enacted at the balance sheetdate

Cash and cash equivalents
Cash and cash equivalents compnse cash at bank and in hand with onginal matunties at inception of three months or less

Foreign currency transiation

Transactions denominated in foreign currencies are translated into sterling at actualrates of exchange ruling at the date of
transaction Monetary assets and liabilities expressed n foreign currencies aretranslated into sterling at rates of exchange ruling at
the end of the financtal year All foreign currency exchange differences aretakento the consolidated statement of comprehensive
income in the year in which they arise

Trade and other payables
Trade and other payables are non-interest bearing and are inhially recognised at farr value and subsequently stated at amortised cost

Equity instruments
Equity instruments 1ssued by the Group are recorded at the proceeds received, net of direct 1Issue costs

Financial instruments

Financial assets and financial habilities are recognised on the consolidated statement of financial position when the Group becomes a
party to the contractual prowisions of the instrument Debt and equity instruments are classified as either financial iabilities or as equity in
accordance with the substance of the contractual arrangement

Borrowings are classified as currentiabilities unless the Group has an unconditional right to defer settlement of the liability for at least
12 months after the end of the reporting penod

Deferred taxation

Deferrad tax i1s provided in full, using the llability method, on temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the consolidated financial statements in accordance with IAS 12 ‘Income taxes’ Deferred tax
liabilties are recogmised for all taxable temporary differences and deferred tax asset i1s recognised only to the extent that it 1s probable
that sufficient taxable profit will be avarlable in future years to utilise the temporary difference Deferred tax s not accounted for if it
anses from nitial recognition of an asset or iability in a transaction, other than a business combination, that at the time of the
transaction affects nerther the accounting, nor taxable profit or loss

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that it 1s no longer
probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered

Deferred income tax s determined using tax rates (and laws) that have been enacted or substantively enacted by the balance sheet date
and are expected to apply when the related deferred income tax asset is realised or the deferred income tax liability 1s settled

3 REVERSE ACQUISITION

With effect from 14 October 2013 the Company, then named Phytopharm plc, became the legal parent of IXICO Technologies Limited
The aggregate consideration for the acquisition was £4,843,000 satisfied by the initial 1ssue of 8,014,403 new ordinary shares and put
and call options over 465,350 shares which in substance reflect replacement awards issued by IXICO plc to satisfy outstanding share
options under the IXICO Technolegies Limited unapproved share option scheme

Due to the relative values of the companies, the former IXICO Technologres Limited shareholders became the majonty shareholders
with approximately 55% of the share capital of the enlarged Group

The far value of the assets and labilities acquired were as follows

£000
Cash and cash equivalents 4,497
Money market investments 103
Trade and other receivables 600
Intangible fixed assets 650
Trade and other payables (1,534)
Deferred tax liability (130)
Total identifiable net assets 4,186
Excess treated as the cost of acquiring the public isting 657
Total consideration 4,843
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3 REVERSE ACQUISITION {continued)

Total consideration

The farr value of the new ordinary shares issued as consideration for the acquisition of IXICO Technologies Limited £4,648,000 was
determined on the basis of the Company’s mid-market closing share price on 14 October 2013, being the date the Company
acquired control of IXICO Technologies Limited

There 15 a potential 1ssue of 465,350 new ordinary shares in the Company to satisfy the exercise of outstanding share options under the
IXICO Technotogies Limited unapproved share option scheme These share options must be exercised by 14 October 2015 or they will
lapse The exercise of these options is at the option of the holder with a proscribed conversion rate for the effective issue of new IXICO
ple shares The fair value of the share options of £195,000 was estimated using a Black-Scholes valuation model assuming a risk-free
interest rate equivalent to the United Kingdom 2 year gilt yield on 14 October 2013 and a volatility equivalent to the hustoncal volatility
attnbutable to the IXICO Technologies Limited share price As at 30 September 2015, 106,545 ordinary shares were 1ssued following
the exercise of share options relating to the replaced share option scheme

Cost of acquiring the public hsting
The cost of acquinng the public histing being the excess of the fair value of consideration transferred over the fair value of net
identifiable assets, has been recognised inthe consolidated statement of comprehensive income

Intangtble assets

Intangible assets were acquired through the reverse acquisition and inttially recognised at cost, thesr fair value at the date of acquisition
Intangible assets nclude, registered intellectual property (royalty income from a third party) and technology and marketing related
mtangibles associated with neurodegenerative disease conditions ansing from the Company's historic research and development
activities

The fair value of the intangible assets was determined using discounted cash flow models The key assumptions for the valuaton method
are those regarding future cash flows and discount rates Cash flow projections are based on management forecasts approved by the
Board covering a five year penod Management considered it prudent to ignore cash flows beyond the five year period Management
applied sensitivity analysis on certain cash flows due to the nature of the cinical trial process The pre-tax discount rate of 12% was
applied to the cash flow projections to reflect current market assessment of the ime value of money and the nisks specificto the asset

Deferred tax hatlity

A deferred tax liability was recognised due to the temporary difference arising from the recognition of the intangible assets acquired
through the reverse acquisition The deferred tax liabiity has been measured at 20%, the tax rate that i1s expected to apply over the
useful economic life of the intangible asset

Money market investments
Money market nvestments represented deposits placed with a range of banks with notice periods exceeding three months
These investments reached matunity dunng the period and were placed on deposit, with maturities no longer than three months

4 INVESTMENTS IN SUBSIDIARIES
The consolidated financial statements of the Group as at 30 September 2015 include

Proportion of  Proportion ol

Place of Principle ownership voting nghts
Name of subsidiary Class of share incorporation activities interest held
IXICO Technologies Limited Ordinary United Kingdom Operations 100% 100%
IXITech Limited Ordinary United Kingdom Cperations 100% 100%
Phytodevelopments Limited Ordinary United Kingdom Dormant 100% 100%
IXICO USLLC Members Interest United States Dormant 100% 100%
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5 SEGMENTAL INFORMATION

The Group’s development and commercial functions operating across all the company’s activities, are managed centrally and are reported
internally as a single business The chief operating decision maker has been identified as the chiefexecutive officer The executive
management review the Group’s internal reporting in order to assess performance and allocate resources Management has determined the

operating segment based on these reports Accordingly, the Directors consider that there 1s only one reporting segment

The Group 1s domiciled in the United Kingdom with all sales onginating in the United Kingdom Al non-current assets are located in the

United Kingdom

Inthe year ended 30 September 2015, the Group had three customers that exceeded 10% of total revenue, being 35%, 17% and 13% In
the period ended 30 September 2014, the Group had three customers that exceeded 10% of total revenue, being 49%, 15% and 14%

An analysis of the Group's revenue by geographic location of its customers are as follows

Year ended 16 months ended

30 September 2015 30 September 2014

£000 £'000

United States 1,445 984

United Kingdom 1,377 1,959

Europe 240 411

China 53 EQ

Revenue 3,115 3,413
6 OTHER INCOME

Year ended 16 months ended

30 September 2015 30 September 2014

£'000 £'000

Grant income 936 826

Research and development expenditure credit 13 116

Other income 1,067 942

All grant income onginates in the United Kingdom

The Group recognised research and development expenditure creddt as an item of other mcome, taking advantage of the above the line

presentation

7 EXCEPTIONAL EXPENSES

During the year ended 30 September 2015, exceptional expenses are the non-recurning costs in respect of professional fees incurred m the
acquisition of Optimal Medicine Limited on 8 December 2015, which 1s detailed in note 25 of the consolidated financial statements

Exceptional expenses in the 16 menths ended 30 September 2014, include the non-recurnng costs of acquinng the public isting, transaction

costs and dilapidations relating to premises previously occupied by the Phytopharm group

These expenses have been recognised in the consolidated statement of comprehensive income as exceptional expenses due to their

non-recurfing nature

Year ended 16 months ended

30 September 2015 30 September 2014

£000 £000

Professional fees 247 —
Cost of acquirning the public isting - 657
Restructuring costs - 281
Non-recurring administrative expenses 247 938
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8 AUDITOR'S REMUNERATION

The analysis of the auditor's remuneration 1s as follows

Year ended 16 months ended
30 September 2015 30 September 2014
£'000 £'000
Fees payable to the Group's auditors for the audit of
the Company’s annuaf accounts 12 12
the subsidiaries’ annual accounts 16 16
Tota! audit fees 28 28
Tax compliance 7 13
services 12 14
Cther services
Total non-audit fees 19 27
9 EMPLOYEES AND DIRECTORS
The average monthly number of persons (including executive directors) employed by the Group was
Year ended 16 months ended
30 September 2016 30 September 2014
Number Number
Administration 8 10
Operations, research and development 48 35
Average total persons employed 56 45
As at 30 September 2015 the Group had 61 employees (2014 52)
Staff costs in respect of these employees were
Year ended 16 months ended
30 September 2015 30 September 2014
£'000 £:000
Wages and salaries 2,816 2,989¢
Social securnty costs 319 335
Other pension costs 164 157
Share-based payments 91 102
Total remuneration 3,390 3,583

() Comparative wages and salanes 1S restated to include wages and salanes charged to cost of sales Consolidated financial statements for the penaed ended 30 September 2014 disclosed

wages and salanes of £1 559 000 with inclusion of wages and salanes charged to cost of sales the balance was £2 889 000

The Group operates a defined contribution pension scheme for employees The assets of the scheme are held separately from those
of the Group in iIndependently administered funds The amounts outstanding at 30 September 2015 n respect of pension costs are £13,000

(2014 £nib)

The share-based payment during the year ended 30 September 2015 included £nil (2014 £4,000) related to options issued to former

directors of the Group who are no longer employees

Key management remuneration

Year ended 16 months ended

30 September 2015 30 September 2014

£'000 £000

Short-term employee benefits 1.082 1,208
Post-employment benefits 68 59
Total remuneration 1,160 1,267
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9 EMPLOYEES AND DIRECTORS (continued)

Key management includes executive directors, non-executive directors and senior management who have the responsibility for planning,

directing and controlling, directly or indirectly, the actmities of the Group

Directors’ remuneration 1 disclosed n the Directors’ Report on page 7 The aggregate directors’ remuneration 1s £602,000 (2014 £502,000)

and aggregate penston 1s £33,000 (2014 £24,000)
10 OPERATING (LOSSYPROFIT

An analysis of the Group's operating (loss)/profit has been armived at after charging

Year ended 16 months ended

30 September 2015 30 September 2014

£'000 £000

Research and development expenses 1,234 1,369
Sales and marketing expenses 584 922
Operating lease charges land and building 127 269
Depreciation of property, plant and equipment 49 51
Amortisation of intangible asset 100 130
Impairment of intangible asset 120 —
Foreign exchange (gain)/loss (44} 101
Administrative expenses 1,836 1,79
Non-recurnng administrative expenses 247 938
Total operating expenses 4,253 5,571

11 TAXATION

The tax charge for each period can be reconciled to the (loss)/profit per consolidated statement of comprehensive income as follows

Year ended 16 months ended
30 September 2015 30 September 2014
£'000 £'000
(Loss)/profit on ordinary activities before taxation {1,393) (2.498)
(Loss)profit before tax at the effective rate of corporation tax in the United (286)
Kingdom of 20 50% (2014 22 25%) {556)
Effects of
Expenses not deductible for tax purposes 7 (163}
Capital alfowances in excess of depreciation (33) (10)
Trading losses carried forward - 69)
Othertemporary differences 16 (9)
Adjustment in respect of prior years - 23
R&D uplifts net of losses surrendered for tax credits 97 578
(199) (206)
The tax credit for each period can be reconciled as follows
Year ended 16 months ended
30 September 2015 30 September 2014
£000 £'000
Small or medwm enterprise research and development credit {182) (228)
Deduction for corporation tax on research and development expenditure credit 27 27
Adjustment in respect of prnor years —_ 21
Deferred tax movement on amortisation (44) {26)
Tax credit for the penod {199) (206)
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11 TAXATION (continued)

The Group has elected to take advantage of the research and development expenditure credit (RDEC'), introduced in the Finance Act 2013
whereby a company may surrender corporation tax losses on research and development expenditure incurred on or after 1 Apnl 2013 fora
corporation tax refund RDEC will run in parallel to the large company research and development scheme which the Group has previously
claimed, which wifl now cease on 31 March 2016

The following 1s a reconciliation between the tax charge and the tax receivable within the consolidated statement of financial position

Year ended 16 months ended
30 September 2015 30 September 2014
£'000 £000
Current tax recervable at start of penod 318 297
Current tax recewvable acquired in reverse acquisition - 323
Current penod credit 286 295
Corporation tax repayment {318) (597)
Current tax recervable at end of penod 286 318

The tax credit for each penod can be reconciled to the current penod credit recognised in tax recervable within the consolidated statement of
financial position in each period as follows

Year ended 16 months ended

30 September 2015 30 September 2014

£'000 £'000

Tax credit for the year 199 206
Deferred tax movement on amortisation (44) (26}
Research and development expenditure credit gross of corporation tax deduction 131 116
Current tax receivable in the penod 286 285

12 LOSS PER SHARE

Basic loss per share I1s calculated by diwiding the loss for the period attributable to equity holders by the weighted average number of ordinary
shares outstanding durng the period after the deduction of the weighted average number of the ordinary shares held by the employee benefit
trust duning the penod

Fordiluted loss per share, the loss for the period attnbutable to equity holders and the weighted average number of ordinary shares
outstanding during the penod Is adjusted to assume conversion of all dilutive potential ordinary shares

As at 30 September 2015 and 30 September 2014, the Group has no dilutive potential ordinary shares in issue

The calculation of the Group's basic and diluted loss per share 1s based on the following data

Year ended 16 manths ended
30 September 2015 30 September 2014
£000 £'000
Loss for the penod attributable to equity holders for basic loss and adjusted for the
effects of dilution {1,194) (2,292)
AS at As at
30 September 2015 30 September 2014
Number Number
Ordinary shares inissue 15,058,982 15,058,982
Shares held by trustees in respect o the Company's Share incentive Plan 2007 {1,740) {1,740)
Weighted average number of ordinary shares for basis loss per share 15,057,242 15,057,242
Effects of dilution
Share options 358,806 358,806
Weighted average number of ordinary shares adjusted for the effects of difution 15,416,048 15,416,048
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13 PROPERTY, PLANT AND EQUIPMENT

Leasehold Fixtures &
improvement fittings Equipment Total
£'000 £'000 £'000 £'000
Cost
At 31 May 2013 — 6 172 178
Additions 62 1 62 125
Disposals — — (2) (2)
At 30 Septemnber 2014 62 7 232 301
Additions — — 45 45
At 30 September 2015 62 7 277 346
Accumulated Depreciation
At 31 May 2013 _— 6 126 132
Charge for the pened 4 1 486 51
Disposals — — {2) {2)
At 30 September 2014 4 7 170 181
Charge for the penod 13 - 36 49
At 30 September 2015 17 7 208 230
Net Book Value
At 30 September 2014 58 —_ 62 120
At 30 September 2015 45 — 71 116
As at 30 September 2015 and 30 September 2014, the Company had no property, plant and equipment
14 INTANGIBLE ASSETS
Registered Technology
intellectual & marketing
property know-how Total
£'000 £'000 £'000
Cost
At 31 May 2013 — — —
Additions - reverse acquisition 150 500 650
At 30 September 2014 and 30 September 2015 150 500 650
Amortisation and Impairment
At 31 May 2013 —_ — —
Amortisation 30 100 130
At 30 September 2014 30 100 130
Amortisation — 100 100
Impaiment 120 —_ 120
At 30 September 2015 150 200 350
Net Book Value
At 30 September 2014 120 400 520
At 30 September 2015 _— 300 300
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14 INTANGIBLE ASSETS (continued)

Intangible assets were acquired through the reverse acquisiton and initially recognised at cost, their far value at the date of acquisition
Intangible assets include regrstered ntellectual property (royalty tncome from a third party), technology and marketing related intangibles
assoctated with neurodegenerative disease conditions ansing from the Company’s historic research and development activities

The Group revtewed the amortisation period and the amortisation method for the intangible assets at the end of the reporting period
The Group continually monitors events and changes in circumstances that could indicate that the intangible assets may be impaired

Registered intellectual property

The Group has identified that the value of the registered intellectual property has dimimished as the estimated future cash flows will be Enil
following the licensors notfication that the study has beenterminated Following this termmation there will be no further clinical development
and therefore the intellectual property will not generate future cash flows from milestones or commercialisation The Group has recognised an
Impairment [oss of £120,000 in the year ended 30 September 2015

Technology and marketing know-how
Duning the reporting period, the Group identified no evidence that indicate the technology and marketing know-how intangible asset may be
impaired The assumptions n respect of the future cash flows and discount rate have not changed since initial recognition

As at 30 September 2015 and 30 September 2014, the Company had no intangible assets
15 INVESTMENTS IN GROUP UNDERTAKINGS

Company
As at As at
30 September 2015 30 September 2014
£'000 £'000
IXITech Limited
At 1 October 2 2
At 30 September 2 2
IXICO Technologies Limited
At 1 October 4,909 -
Initial 1ssue of 8,014,403 new ordinary shares at £0 58 per share —_ 4,648
Farr value of the exchanged share-based payment awards —_ 195
Issue of 106,545 shares for the exercise of share options at £0 625 per share —_ 66
Increase in capital contribution relating to share optton charge €8 —
At 30 September 4,977 4,909
Total investments in group undertakings 4,879 4,911

IXITech Limited
The investment in IXiTech Limited amounts to the par value of the ordinary share capital of £2,000

IXICO Technologies Limited

On 14 October 2013 the Company, then named Phytopharm plc, became the legal parent of IXICQ Technologies Limited The aggregate
conswderation for the acquisition was £4,843,000 satisfied by the inial issue of 8,014,403 new ordinary shares and put and call options over
465,350 shares which in substance reflect replacement awards 1ssued by IXICO plc to satisfy outstanding share options under the IXICO
Technologies Limited unapproved share option scheme

The farr value of the new ordinary shares 1ssued as consideration for the acquisitron of IXICO Technologies Limited (£4,648,000) was
determined on the basts of the Company’s mid-market closing share price on 14 Qctober 2013, being the date the Company acquired
contral of IXICO Technologies Limited

There 1s a potential 1ssue of 465,350 new ordinary shares in the Company to satisfy the exercise of outstanding share options under the
IXICO Technologies Limited unapproved share option scheme These share options must be exercised by 14 October 2015 or they will
lapse The exercise of these options is at the option of the holder with a proscribed converston rate for the effective 1ssue of new IXICO plc
shares The fair value of the share options of £195,000 was estmated using a Black-Scholes valuation model assuming a nsk-free interest
rate equivalent to the United Kingdom 2 year gilt yield on 14 October 2013 and a volatiiy equivalent to the historical volability attnbutable to
the [XICO Technologies Limited share price As at 30 September 2015, 106,545 ordinary shares were 1ssued following the exercise of share
options relating to the replaced share option scheme

The capital contribution relating to share-based payments relates to share options granted by the Company to employees of subsidiary

undertakings In the Group in respect of the IXICO EMI Share Option Plan 2014 Further information of the Groups share option schemes can
be found Iin note 21 of the consolidated financial statements
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16 TRADE AND OTHER RECEIVABLES

Group Company
As at As at As at As at
30 September 30 September 30 September 30 September
2015 2014 2015 2014
£'000 £'000 £'000 £°000
Amounts receivable within one year
Trade recewvables 846 600 - —
Other recevables 558 344 —_ -
Othertaxation and social secunty 23 — 4 33
Prepayments 176 217 30 47
Trade and other receivables 1,603 1,161 34 80
Amounts receivable after more than one year
Amounts due from subsidiary undertakings - — 3,835 2,062
Amounts due from subsidiary undertakings _ — 3,535 2,062

The average credit penod offered on sales of goods varies amongst customers with payment terms ranging from 30 to 75 days

The Group has recognised an allewance for doubtful debts which are estimated to be imecoverable amounts based on previous expenence
with one customer

As at the year end, the provision for impairment of trade receivables 15 as follows

Group Company
As at Asat As at As at
30 September 30 September 30 September 30 September
2015 2014 2015 2014
£'000 £'000 £'000 £'000
Provision for impairment at start of penod 16 — - -
Increase In provisien — 16 - —_
Release of provision {10) — —_ —
Provision for impairment at end of penod 6 16 — —_

Trade recewables include amounts which are past due at the yearend but against which the Group has not recognised an allowance for
doubtful receivables based on previous expenence of payment timings with these customers There has not been a significant change in
credit quality and the amounts are considered recoverable As at 30 September 2015, the average age of the receivables 1s 98 days
(2014 64 days)

As at the year end, the ageing of trade receivables which are past due but not impaired 1s as follows

Group Company

As at As at As at As at

30 September 30 September 30 September 30 September

2015 2014 2015 2014

£000 £'000 £'000 £'000

Less than 30 days 4 _ - —
31-60 Days 1 — — —
61-90 Days 33 —_ —_ —
More than 90 days 3 it —_ -
Total trade receivables past due but not impaired 41 11 — —

The fair value of trade and other recetvables approximate therr current book values The maximum exposure to credit nisk at the reporting date
15 the carrying value of each class of financial assets disclosed in note 23 of the consolidated financial statements

Amounts due from subsidiary undertakings arenterest beanng (2014 interest free}, unsecured and have no fixed date of repayment
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17 DEFERRED TAX ASSET (UNRECOGNISED)

Group Company

As at As at As at As at

30 September 30 Septernber 30 September 30 September

2015 2014 2015 2014

£'000 £'000 £'000 £'000

Tax effect of timing differences

Depreciation in excess of tax {137 21 (3) 4
Accumulated losses (12,261) (12,715) {1,450) (1,452)
Temporary differences 4) (14 7) —
Deferred tax asset (unrecognised) (12,402) {12,708) (1,460) {1,456}

The unrecognised deferred tax asset 1s measured on an undiscounted basis at the tax rates that are expected to apply in the periods in which
tirming differences reverse, based on tax rates and laws enacted or substantively enacted at the latest balance date, currently 20% (2014 21%)

The unrecognised deferred tax 1s based on matenal termporary differences that have oniginated but not reversed at the balance sheet date
from transactions or events that result in an obligation to pay more tax in the future or a nght to pay less tax in the future

18 TRADE ANDOTHER PAYABLES

Group Company
As at As at As at As at
30 September 30 September 30 September 30 September
2015 2014 2015 2014
£'000 £'000 £000 £'000
Amounts falling due within ene year
Trade payables 370 398 97 55
Other taxation and social security 113 66 —_ —
Accrued expenses 973 976 261 a8
Other payables 14 57 - —
Trade and other payables 1,470 1,497 358 153
Amounts faling due after more than one year
Amounts due to subsidiary undertakings -_ —_ 1,339 959
Amounts due to subsidiary undertakings - — 1,339 989

Trade payables and accrued expenses principally compnse amounts outstanding for trade purchases and ongoing costs As at
30 September 2015, the average credit penod taken for trade purchases ts 100 days {2014 111 days) Forall supplhers no interest 1s
charged on the trade payables The company's policy Is to ensure that payables are paid within the pre-agreed credit terms and to avoid

incumng penalties and/or interest on late payments

The fair value of trade and cther payables approximates their current book values

Amounts due to subsidiary undertakings are interest beanng (2014 mterest free), unsecured and have no fixed date of repayment
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19 DEFERRED TAX LIABILITY

Group Company

As at As at As at As at

30 September 30 September 30 September 30 September

2015 2014 2015 2014

£'000 £'000 £°000 £000

Balance at start of penod 104 — - —
Deferred tax hiability resulting from the reverse acquisition - 130 - —
Amortisation {20) (26} —_ -
Impaiment {24) - — -
Balance at end of penod 60 104 _ —

The deferred tax hability was recognised due to the temporary difference anising from the recognition of the intangible assets acquired through
the reverse acquisition The deferred tax ltabiity has been measured at 20%, the tax rate that 1s expected to apply over the useful economic life
of the intangible asset The deferred tax iability ts being amortised using the straight-ine method overfive years, reflecing the estimated useful
economic life of the intangible asset Amortisation i1s disclosed under administrative expenses in the consolidated statement of comprehensive

Income

The Group has dentified that the value of the registered intellectual property intangible asset has beenimpaired and recognised an
impairment loss of £120,000 in the year ended 30 September 2015 This results in a £24,000 reduction in the associated deferred tax hability
Dunng the reporting penod, the Group identified no evidence that indicate the technology and marketing know-how intangible asset may be

impaired Further nformation of the Groups intangible assetcan be found in note 14 of the consolidated financial statements

20 ISSUED CAPITAL AND RESERVES

Ordinary shares and share premium

Ordinaryshare  Group Share Share

of 50 pence Capital Premium

Number £'000 £000

At 31 May 2013 5,216,324 2,608 76,791
Issued on 20 September 2013 for the conversion of loan note 1,976,271 988 —
Issued on 14 QOctober 2013 for the exercise of share options 821,808 411 —_
Issued on 14 October 2013 for the cost of acquisition 5,938,034 3,469 —
Issued on 12 August 2014 for the exercise of share options 106,545 53 13
At 30 September 2014 and 30 September 2015 15,058,982 7,529 76,804
Ordmnary share  Group Share Share

of 50 pence Capital Premium

Number £'000 £'000

At 30 September 2013 6,938,034 3,468 76,791
Issued on 14 October 2013 for the cost of acquisition 8,014 403 4,007 —
Issued on 12 August 2014 for the exercise of share options 106,545 83 13
At 30 September 2014 and 30 September 2015 15,058,982 7,629 76,804

In a reverse acquisition under {FRS 3 ‘Business Combinations’, the presentation of the finangial statements represents the continuation of the
legal subsidiary, IXICO Technolegies Limited, except for the legal capital structure The equity of the Group represents the capital structure

of the legal parent, IXICO plc The comparatives reflect the capital structure of the legal subsidiary re-stated using the exchange ratio of

15 67 which was established on acguisition to reflect the number of shares of the legal parent issued in the reverse acquisition  The capital
structure of the legal subsidiary was also re-stated to reflect the share capital consolidation on 4 September 2013 After accounting for these
adjustments, the comparative share capital of the legal subsidiary was 5,216,324 ordinary shares in 1ssue

On 4 September 2013 the Company effected a share capital consolidation whereby the Company 1ssued one ordinary share of 50 pence for every
fity existing ordinary shares of one pence On completion of the share capital conschdation the Company had 6,938,034 ordinary shares in 1ssue

On 20 September 2013, the entire outstanding balance of the converhible loan notes was converted into 126,131 ordinary shares of IXICO
Technologies Limited The shares issued on conversion eguate to 1,976,271 shares based on the exchange ratio of 15 67 established on

acquisition

31




IXICO plc Annual Report 2015

Notes to the Financial Statements

continued

20 ISSUED CAPITAL AND RESERVES {continued)

On 14 October 2013, 52,450 ordinary shares of IXICO Technologies Limited were 1ssued following the exercise of the approved share options
as part of the reverse acquisition The shares exercised equate to 821,808 shares based on the exchange ratio of 15 67 established on
acquisition

With effect from 14 Oclober 2013 the Company, then named Phytopham plc, became the legal parent of IXICO Technologies Limited The
aggregate consideration for the acquisition was £4,843,000 satisfied by the intial 1ssue of 8,014,403 new ordinary shares and put and call
options over 465,350 shares which in substance reflect replacement awards 1ssued by IXICO plc to satisfy outstanding share options under
the IXICO Technologies Limited unapproved share option scheme Forthe Group ordinary share and share premium reconciliation, the cost
of acquisition relates to the ordinary share capital and share prermum of the legal parent

On 12 August 2014, 106,545 ordinary shares were 1ssued following the exercise of share options relating to the replaced share option
scheme The difference between the cash amount received by IXICO Technologies Limited in respect of the shares 1ssued by the company
and the market value of the subsequent 1ssue of replacement shares in IXICO plc has been booked in ordinary share and share premium
accounts

The Group and Company does not have an authonsed share capital as provided by the Compames Act 2006

Merger relief reserve
In accordance with Companies Act 2006 S 612 'Merger Relief, the company issuing shares as consideration for a business combination,
accounted at farr value, 1s obliged, once the necessary conditions are satisfied, to record the share premium to the merger relief reserve

Reverse acquisition reserve
Reverse accounting under IFRS 3 ‘Business Combinations’ requires the difference between the equity of the legal parent and the ssued
equity instruments of the legal subsidiary pre-combination 1s recogmsed as a separate component of equity

IXICO Share Incentive Plan 2007

Netted agamst the accumulated loss are purchases of shares in IXICQ ple, which relate to the IXICO Share Incentive Plan 2007, under which
the Company issued one "Matching Share” for every one “Partnership Share” purchased by the employee All shares are held by the
scheme Trustees until the shares vest unconditionally with the employee Dunng the year ended 30 September 2015, the Group purchased
nil erdinary shares of 50 pence (2014 nil ordinary shares of 50 pence) at a total cost of £nil (2014 £nil) As at 30 September 2015 and 30
September 2014, 1,740 ordinary shares of 50 pence were held by the scheme Trustees The IXICO Share Incentive Plan 2007 was closed on
15 November 2013

21 SHARE-BASED PAYMENTS

Certain diractors and employees of the Group hold options to subscnbe for shares in the Group under share option schemes The number of
shares subject to options, the penods in which they were granted and the period in which they may be exercised are given below

The Group operates two share option schemes (2014 one) Options granted under the schemes are for £ml consideration and are
exercisable at a pnce determined at the date of the grant

IXICO ple replacement share option scheme

In the prior pentcd, IXICO plc established a replacement share option scheme to satisfy the exercise of outstanding share options under
the IXICO Technologies Limited unapproved share option scheme granting 465,350 re-stated ordinary shares (298,700 shares) These
share opltons must be exercised by 14 October 2015 or they willlapse The exercise of these options is at the option of the holder with a
proscribed conversion rate for the effective 1ssue of new IXICO plc shares

As part of the reverse acquisition the following took place

* by a deed of vaniation dated 20 September 2013, the penod in which the unapproved option holders can exercise their options following
the acquisition was extended from six months to two years from 14 October 2015, and

+ atthe same time IXICO plc 1ssued a letter to each such option holder committing to exchange all the shares in IXICO Technologies
Limited ansing from the exercise of such options for ordinary shares n IXICO plc at the acguisition price

As pait of the reverse acquisition, all outstanding approved share options in IXICO Technologies Limited, 781,853 re-stated options (49,900
share options), were exercised on the date of acquisition

In the consolidated financial statements, IXICO Technologies Limited share options have been re-stated based on the exchange ratio of
15 67 established on acquisitien to reflect the number of shares of the legal parentissued in the reverse acquisition

As at 30 September 2015, 106,545 re-stated ordinary shares (6,800 shares) were 1ssued fellowing the exercise of share options relating to
the replaced share option scheme
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21 SHARE-BASED PAYMENTS (continued)

IXICO EMI Share Option Plan 2014

On 1 Cctober 2014, the Group granted 662,588 share options to employees of the Group under the IXICO EMt Share Option Plan 2014
On 28 October 2014, the Group granted 481,882 share options to the directors of the Group under the IXICO EMI Share Option Plan 2014
Intotal, 1,144,470 share eptions where granted under the IXICO EMI Share Option Plan 2014

The granted share options will vest and are exercisable in three equal tranches at the end of years one, two and three Vesting 1s condittonal
on achievement of indmvidua! employee and Group performance critena determined by the Board

Ifthe options remain unexercised afier a period of ten years from the date of grant, the options expire The options lapse i an employee

leaves the company before the options vest

As at the year end, the reconciliation of share option scheme movements 15 as follows

As at 30 September 2015 As at 30 September 2014

Weighted Weighted

average average

Number exercise price Number exercise price

Qutstanding at start of period XICO pic - - 255 £207

Qutstanding at start of period 1XICO Technologies Limited 358,806 £2 32 1,247,205 £3 46

Granted 1,144,470 £0 48 —_ —_

Exercised — -— (888,399) £365

Lapsed {30,117) £0 49 (255} £2 07

Outstanding atend of penod 1,473,159 £094 358,806 £2 32

Exercisable atend of period 358,806 £2 32 358,806 £2 32
During the 16 months ended September 2014, the options were exercised at a weighted average share price of £0 58

As at the year end, the share options outstanding have the following expiry dates and exercise price

Number of Number of

shares shares

Weighted  Qutstanding  Outstanding

average As at As at

exercise 30 September 30 September

Share Option Scheme Expiry Date price 2015 2014

IXICO plc replacement share option scheme 14 Cctober 2015 £232 358,806 358,806

IXICO EMI Share Option Plan 2014 7 May 2024 £049 1,114,353 —

Outstanding atend of period £094 1,473,159 358,806

As at 30 September 2015 and 30 September 2014, there were 358,806 re-stated options outstanding under the IXICO plc replacement share

option scheme which represented 22,900 shares of the replaced scheme

Dunng the year ended 30 September 2015, 1,144,470 options were granted under the IXICO EMI Share Cption Plan 2014 (2014 nil) The
estmated farr value of the options granted 1s £247,000 The inputs used in the measurement of far value at grant date of the share options

1ssued are as follows

IXICO plc

As at 30 September 2015

Weighted average share price
Weighted average exercise pnce
Expected volatiity

Expected life

Expected dividends

Risk free interest rate

Mode! used

£Q 49
£0 49
89 1%
10 years
0%

2 8%

Monte Carlo followed by ‘Hull White' tnnormial lathice
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21 SHARE-BASED PAYMENTS (continued) :
Note to assumptions

Expected volatiity
+ Expected volatility 1s based on tistoncal performance of the share pnce using Exponentially Weighted Moving Average Mode! function

Expected Iife
* The expected life used in the model has been adjusted, based on management’s best estirate, for the effects of non-transferability,
exercise restrictions, and behaviowral considerations

Expected dvidends
+ The histoncal dividend yield 15 0 0%

Risk free interest rate
* Rk free rate has been taken frormn the United Kingdom gilts over the expected life of the share options

Total share options outstanding have a range of exercise pnces from par to £6 per option and the weighted average contractuallfe 155 8
years (2014 1 year)

The total charge for each pernod relating to employee share-based payments plans for continuing operations 1s disclosed in note 9 of the
consolidated financial statements

22 OPERATING LEASE ARRANGEMENTS

As at As at
30 September 30 September
2015 2014
£'000 £'000
Minimum lease payments under operating leases recognised as an
expense n the penod 127 269

As at the year end, the Group has outstanding commitments under non-cancellable operating leases, which fall due as follows

Group Company
As at Asat As at As at
30 September 30 September 30 September 30 September
2015 2014 2015 2014
£'000 £'000 £000 £'000
Within one year 130 127 130 127
In the second to fifth years inclusive 321 498 21 498

Afterfive years -_ - - -

Operating lease payments represent rentals payable by the Group for its registered office As at 30 September 2015, the lease has 3 5 years
to run
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23 FINANCIAL RISK MANAGEMENT

The main nsks ansing from the Group’s financial instruments are cash flow and higuidity, interest rate, foreign currency and credit nsk The
Group's financial instruments compnise cash and vanous items such as trade receivables and trade payables, which anse directly from its
operations

Cash flow and hiquidity nsk
Management monitors the ievel of cash on a regular basis to ensure that the company has sufficient funds to meet its commitments as they
fall due The table below analyses the company’s financial assets and labilities

Group Company
As at As at As at As at
30 September 30 September 30 September 30 September
2015 2014 2015 2014
£'000 £'000 £000 £'000
Loans and Loans and Loans and Loans and
receivables recevables receivables recevables
£'000 £°000 £'000 £'000
Assets as per statement of financial position
Trade and other recevables excluding prepayments 1,404 944 3,535 2,062
Cash and cash equivalents 1,934 3,284 551 1,986
3,338 4238 4,086 4,048
Group Company

As at As at As at As at
30 September 30 September 30 September 30 September
2015 2014 2015 2014
£'000 £'000 £000 £'000
Financial Financial Financial Financial
habilities at liabilities at liabihties at liabilities at
amortised cost amortised cost amortised cost  amortised cost
£'000 £'000 £000 £'000

Liabilittes as per statement of financial position
Trade and other payables excluding statutory labilities 1,357 1,431 1,697 1,122

The Group's financial labilibes are all due within three months of the balance sheet date

Interest rate nsk
The Group operates an interest rate policy designed to optimise interest costs and reduce volatility in reported earnings

The Group does not have any committed interest bearing borrowing facilities Consequently, there 1s no matenal exposure to interest rate nsk

In respect of financial habiliies

The Group holds all cash and cash equivalents with institutions with a recognised high rating Interest rates on current accounts are floating
Changes n interest rates may increase or decrease the Group's finance income
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23 FINANCIAL RISK MANAGEMENT (continued)

Foreign currency risk

The Group's exposure to the nisk of changes in foresgn exchange rates relates pnmanly to the Group's overseas operating activities, primanly
denominated tn US Dollars, Euro and Swiss Franc The Group's exposure to foreign currency changes for all other currencies 1s not material

The carrying amounts of the Group’s foreign currency denominated monetary assets and monetary habdities as at 30 September 2015 areas

follows
Group Company
As at As at As at As at
30 September 30 September 30 September 30 September
2015 2014 2015 2014
US Dollar exposure USD'000 USD'000 USD’000 Usp'000
Balance at end of period
Monetary assets 1,250 427 — —
Monetary habibities {11) (51) - -
Total exposure 1,239 376 — —
Group Company
As at As at As at As at
30 September 30 September 30 September 30 September
2015 2014 2015 2014
Euro exposure EUR'000 EUR’000 EUR’000 EUR'0C0
Balance atend of penod
Monetary assets 57 127 - —
Monetary habilities {mn (30} —_ (4) ‘
Total exposure 40 97 - (4) ‘
Group Company ‘
As at As at As at As at
30 September 30 September 30 September 30 September ‘
2015 2014 2015 2014 |
Swiss Franc exposure CHF'000 CHF’000 CHF'000 CHF'000
Balance atend of penod
Monetary assets 58 — - —
Monetary habilitiles —_ —_ —_ —_
Total exposure 58 — —_ —

At present the Group does not make use of financial instruments to minimise any foreign exchange gains or losses so any fluctuations in
forergn exchange movements may have a matenal adverse impact on the results from operating activities
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23 FINANCIAL RISK MANAGEMENT (continued)

Foreign currency sensitivity analysis

As at 30 September 2015, the sensitivity analysis assumes a +/~10% change of the USD/GBP, EUR/GBP and CHF/GBP exchange rates
which represents management’s assessmen! of a reasonably possible change in foretgn exchange rates ( 2014 10%)

If sterling had been 10% (2014 10%) weaker i relation to the US Dollar, Eurc and Swiss Franc then the impact would have been as follows

Group
£000 £'000 £°000 £000
usbp EUR CHF Total
Year ended 30 September 2015 (75) (3) ) (82)
16 months ended 30 September 2014 (27) (11} — (38)

If sterling had been 10% (2014 10%) stronger in relation to the US Dollar, Euro and Swiss Franc then the impact would have been as follows

Group
£'000 £'000 £'000 £'000
usD EUR CHF Total
Year ended 30 September 2015 91 3 4 98
16 months ended 30 September 2014 33 13 — 46

Fair value of financial assets and habilities
There 1s no matenal difference between the farr value and the carrying values of the financial instruments because of the short matunty perniod
of these financial nstruments or therr intnnstc size and nsk

Credit nsk

Credit nisk refers to the nisk that a counterparty will default on its contractual obligattons resulting in financial loss to the Group The Group's
financial assets are cash and cash equivalents and trade and other receivables The carrying value of these assets represent the Group's
maximum exposure to credit nsk in refation to financial assets

The Group's policy 1s to minimise the nsks associated with cash and cash equivalents by placing these deposits with institutions with a
recogrused high rating

The Group's credit nisk 1s pnmanly attnbutable to its trade receivables The amounts presented in the balance sheet are net of allowances for
doubtful recewvables, estimated by the Group's management based on pnor expenience and their assessment of the current economic
environment An allowance for impairment 1s made where there s an identified foss event, which, based on previous experience, 15 evidence of
a reduction in the recoverability of the cash flows The Group continually reviews customer credit imits based on market conditions and
histoncal expenence Note 16 in the consolidated financial statements sets out the impairment provision for credit losses on trade recevables
and the ageing analysis of overdue trade receivables

Capital nsk management
The Group considers capital to be shareholders’ equity as shown in the consoldated statement of financial positton, as the Group s primarnily
funded by equity finance The Group s not yetin a pasition to pay a dividend

The objectives when managing caprtal are to safeguard the Group’s ability to continue as a going concern in order to provide returns for

shareholders and for other stakeholders In order to maintain or adjustthe capial structure the Group may return capital to shareholders and
Issue new shares
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24 RELATED PARTY TRANSACTIONS

Group
Transactions between the Company and its subsidianes, which are related parties, have been eliminated on consolidation and are not
disclosed in this note

Key management compensation 1s disclosed in note 9 of the consolidated financial statements Director emoluments are disclosed in the
Oirectors’ Report

Buring the year ended 30 September 2015, the Group sold project management services totaling £62,000 (2014 £96,000) to University
College London Business Plc, a shareholder The amount owed by University College London Business Ple at 30 September 2015 was
£11,000 (2014 £23,000)

Dunng the year ended 30 September 2015, the Group purchased services totaling £161,000 (2014 £66,000) from University College
London Business Plg, a shareholder The amount owed to Universily College London Business Plc at 30 September 2015 was £50,000
(2014 £ml)

During the year ended 30 September 20115, the Group purchased services totaling £5,000 (2014 £3,000) from King's College London, a
shareholder The amount owed to King's College London at 30 September 2015 was £nil (2014 £nil)

Dunng the year ended 30 September 2015, the Group purchased consultancy services totaling £mil (2014 £19,000) from Croggan Limited,
a company owned by Dr A J M Richards, a director The amount owed to Creggan Limited at 30 September 2015 was £nl (2014 £nil)

Dunng the year ended 30 September 2015, the Group was charged monitonng fees totalling £nil {2014 £8,000) from Impenal Innovations
Businesses LLP, a shareholder The amount owed to Impenal Innovations Business LLP at 30 Septerber 2015 was £nil (2014 £n1)

Dunng the year ended 30 September 2015, the Group was charged monitonng fees totaling £mil {2014 £7,000) from YFM Venture Finance
Limited, a shareholder The amount owed to YFM Venture Finance Limited at 30 September 2015 was Enil (2014 £nil)

Company

The Company 1s respensible for financing and setting Group strategy The Company's subsidianes carried out the Group's research and
development strategy, employed all the staff including the executive directors and managed the Group's intellectual property The Company
provides interest free and unsecured funding to its subsidianes with no fixed date of repayment The Company manages the Group's funds
and makes payments, including managing the payments of the parent company

Dunng the year ended 30 September 2015, the Company has been charged £299,000 (2014 £530,000) for corporate services provided by
subsidiary underiakings Detalls of the inter-company balances can be found on the face of the company statement of financial position

25 POST BALANCE SHEET EVENTS

Exercise of share options IXICO plc replacement share option scheme

On 2 October 2015 and 12 October 2015, 142,581 and 14,101 new ordinary shares of 50 pence each in the Company have been issued
and allotted pursuant to the exercise of options under the IXICO plc replacement share option scheme Underthe terms of the scheme the
new shares 1ssued and allotted in IXICO Technologies Limited are subject to a put and call amrangement resulting i the new ordinary shares
being 1ssued and allotted in IXICO plc

As at 12 October 2015, the Company was in a close pernod therefore two directors were unable to exercise therr options and purchase the
shares as they intended A deed of vanation dated 12 October 2015 extended the exercise date of 186,455 share options held by such
directors to 15 Apnl 2016

The remaining 15,669 share options in respect of the IXICO plc replacement share option scheme were not exercised by the expiry date of
14 October 2015 and have lapsed

Following the admission to trading of the new ardinary shares, the Company had 15,215,664 ordinary shares of 50 pence each inissue

Share capital restructuring
On 8 December 2015 the Company effected a restructuning of the share capital of the Company whereby each existing ordinary share was
sub-divided and re-designated each into one ordinary share of 1 pence and one deferred share of 48 pence

The ordinary shares retain all the rights currently attaching to the existing ordinary shares in respect of dvidends, voting and any return on
capital Other than the change in nomunal value therefore, the ordinary shares are identical to the existing ordinary shares

The defetred shares carry minimal nghts thereby rendenng them effectively valueless The rights attaching to the deferred shares can be
summarnsed as follows

+ the holders thereof do not have any nght to participate in the profits or income or reserves of the Company,

+ on areturn of capital on a winding up the holders thereof will only be entitied to an amount equal to the nominal value of the deferred
shares but only after the holders of ordinary shares have receved £10,000,000 in respect of each ordinary share,

= the holders thereof have no nght to receive notice of or attend or vote at any general meeting of the Company, and

« the Company may acquire the deferred shares for a norminal consideration at any time

38



25 POST BALANCE SHEET EVENTS (continued)

No application will be made to the London Stock Exchange for the deferred shares to be admitted to trading on AIMmarket or any other
stock exchange

On completion of the share capita! restructunng the nominal value of each ordinary share 1s 1 pence The number of ordinary shares before
and subsequent to the share capital restructuring remamned at 15,215,664

Placing
On the 8 December 2015 the Company raised approximately £2,706,000 before expenses, comprnsing a placing of 8,852,459 ordinary
shares and 20,000 ordinary shares pursuant to the exercise of a broker ophion, at a pnce of 30 5 pence

Following the admission to trading of the new ordinary shares, the Company had 24,088,123 ordinary shares of 1 pence each in 1ssue

Busminess combination Optimal Medicine Limited

Consideration

On 8 December 2015 the Company acquired the entire 1ssued share capital of Optimal Medicine Limited The aggregate consideration for
the acquisition was £1,500,000 in consideration shares at a consideration share price of 43 pence comprising,

» the inttial 1ssue of 2,355,295 new ordinary shares,

+ theissue of 590,093 deferred consideration shares on 31 December 20186, on which the penod for warranty claims has expired and
prowvided that no such claims have beenmade Deferred consideration shares shali both rank pari passu in all respects with the ordinary
shares of the Company, and

= the possible 1ssue of a further 113,668 new ordinary shares as a result of the exercise of cutstanding share eptions under the Optimal
Medicine Limited share option scheme

Representalions and warranties
The Optimal Medicine Limited shareholders have each given certain warranties under the Acgquisiion Agreement to IXICO plc in respect of
the business and operations of Optimal Medicine and a tax covenant

The liability of the Optimal Medicine shareholders under the Acquisition Agreement 1s subject to limitations, including

« the habilty shall not arise unless an indwvidual claim exceeds £5,000 and the amount of all clams exceeds £30,000, and
+ the liability of the Cptimal Medicine Limited shareholders shall not exceed £300,000

The time limit for bringing claims 1s the 31 December 2016, provided that legal proceedings in respect of such a claim shall be validly served
within six months

Optimal Medicine share option scheme

Under the Acquisition Agreement, IXICO plc has issued replacement share option awards to satisfy outstanding share options underthe
Optima!l Medicine Limited share option scheme These share options are exit-only options and therefore will be exercisable on completion of
the acquisition, with the exercise date extended for 12 months from the acquisition date The exercise date has been extended for Mr Dawvid
Bnsiter in respect of hts share options for 18 months from the acquisition date Put and call option letters will be entered into with each option
holder to acquire the shares 1ssued in Optimal Medicine Linuted in consideration for ordinary shares in {XICO ple at a fixed exchange ratio

Transaction costs of £247.000 have been included as a non-recurnng administrative expense as detailled 1n note 7 of the consolidated
financial statements

On 8 December 2015 following the admission to trading of the new ordinary shares, the Company had 26,443,418 ordinary shares of
1 pence eachnissue The opening share price on 8 December 2015 was 29 5 pence
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