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D BioScience

Source BioScience is a trusted provider
of state of the art laboratory services
and products to the healthcare and
clinical, life and applied sciences and
biopharma industries.

Our strategy is to grow our Healthcare, LifeSciences
and Stability & Bio Storage activities, building on
our position as a leading European and North
American provider of laboratory services and
products to the diagnostic and research markets.

[ Healthcare
I | LifeSciences
[ stability & Bio storage
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Group Highlights

Financial Highlights
* Revenue increased by 29% to £25.2 million (2013: £19.5 million)
« Adjusted* operating profit increased by 85% to £2.6 million (2013: £1.4 million adjusted*)
* Adjusted* EBITDA increased by 54% to £5.1 million (2013: £3.3 million adjusted*)
* Profit before tax of £1.4 million (2013: loss of £1.1 million)
« Adjusted* EPS increased by 133% to 0.56p basic (2013: 0.24p basic)
« Cash balance of £2.6 million (2013: £4.2 million) and net debt of £4.3 million
(2013: £5.0 million)

*Adjusted results are stated after eliminating non-recurring restructuring costs of £0.8 million (2013: after
eliminating £2.3 million of acquisition costs and post-acquisition restructuring costs). The adjusted results have
been included to present a fair comparison of the progress in the underlying business.

Operational highlights

+ Commercial launch of the enhanced Source BioScience portfolio commenced in the USA

» Overnight Service™ for DNA sequencing launched from new laboratories in Los Angeles,
BioCity Scotland and Tramore, Ireland

¢ Product distribution started from new molecular biology laboratories in Atlanta

* Relocation and consolidation of contract research LifeSciences laboratory activities from
Germany to the UK, enabling the Berlin facility to focus on Overnight Service™ for
DNA sequencing

 Capital investment in additional, specialised bio-storage facilities in the UK and the USA to
meet customer demand from the biopharma industry for storage and laboratory services

Post-period events

« Launch of new Company website and superior e-commerce solution and eShop, allowing
customers ready access to products and services, as well as scientific and technical support
applications; underpins comprehensive digital marketing strategy for 2015 and beyond

» Commissioned state of the art serology and blood banking products manufacturing facilities
at the Group’s Rochdale, UK site including “Class A” Good Manufacturing Practice clean
room capability

+  Source BioScience plc
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Group at a Glance

Source BioScience is an international laboratory services and products business with
nine state of the art facilities in five countries and with customers in over 90 countries
worldwide. The Group offers a complementary portfolio of services and products that
share common technologies, laboratory processes, infrastructure and expertise.

With a superior quality management system, including GCP, GLP, GMP and Clinical
Pathology accreditations and licensing by the Human Tissue Authority,

Source BioScience is ideally placed to serve the healthcare, life science and
biopharma sectors for the long term.

Source BioScience plc
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Healthcare

The Healthcare division comprises
diagnostic services, including testing
for cancer and infectious disease,
and a complementary portfolio of
laboratory and clinical products,
including cervical cancer screening
in addition to blood and tissue
serology reagents.

Highlights

e Commissioned state of the art
serology products manufacturing
facilities at Rochdale including
“Class A” clean room facilities

e Additional proprietary assays
developed for diagnostic services
providing a competitive advantage

Services and Products

® Expertise in cancer and infectious
disease diagnostics

® Application of gene-based testing to
diagnostics; > 50% tests now have a
genetic component

® Support for National Chlamydia
Screening Programme through online
access and testing service

e Cervical Screening Programme support;
delivered > 1.6 million cervical tests to
the NHS

® Blood and tissue serology products;
annualised revenue up nearly 20%

. S_ou rce
BioScience
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LifeSciences

The LifeSciences division provides
ultra-fast DNA sequencing services and
related products, delivered by Source
BioScience’s international network of
laboratories and distributors to academic
research groups, biotechnology and
pharmaceutical companies.

Highlights

® Overnight Service™ for 12 hour DNA
sequencing launched from new facilities
in Los Angeles, BioCity Scotland
and Tramore

® Product distribution commenced from
new molecular biology laboratory
in Atlanta

Services and Products

® Leading European provider of
DNA sequencing

® Unique international laboratory
network for Overnight Service™
delivering DNA sequencing in less
than 12 hours from eight sites across
Europe and the US

¢ Next generation DNA sequencing and
contract research services

¢ Complementary portfolio of research
tools including antibodies and DNA
clone libraries

¢ Enhanced website and GenomeCUBE®
web-based portal, providing superior
e-commerce and eShop solution
for customers

Stability & Bio Storage

The Stability & Bio Storage division
provides support for drug discovery,
from biomarker discovery and clinical
trial services through to stability
storage and sample archiving under
environmentally controlled conditions.

Highlights

e Capital investment in additional,
specialised bio-storage facilities
in the UK and USA to meet
customer demand

e Expansion of tissue and gene-based
analysis services providing a
single-site solution for stability
storage and analysis

Services and Products
¢ Clinical trial support

¢ Stability storage

® Bio- and cryo-storage

® Laboratory analytical services
* Stability suite manufacture

* MHRA, FDA, and HTA accreditations
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Chairman’s Statement

Laurie Turnbull

“The Group has a very strong business
model and opportunities for further growth
are apparent across all three divisions.”

Summary results

2014 2013

£'000 £'000 % change
Revenue 25,175 19,525 +29%
Gross profit 12,244 8,990 +36%
Adjusted operating profit* 2,626 1,420 +85%
Adjusted profit before tax* 2,223 1,182 +88%
Adjusted EBITDA* 5,089 3,295 +54%
Cash generated from operations 2,822 2,446 +15%

*Adjusted results are stated after eliminating non-recurring restructuring costs of £0.8 million (2013: after eliminating £2.3
mitlion of acquisition costs and post-acquisition restructuring costs). The adjusted results have been included to present a fair
comparison of the progress in the underlying business.

Overview
2014 has been another year of significant progress for the Company. A key focus for 2014 was concluding the integration of the
Inverclyde Biologicals and Vindon businesses, both acquired during 2013, and this has been delivered to plan.

These two transactions were important steps in accelerating the growth and expansion of the Group. The rapid integration of these
businesses has enabled the Company to leverage the portfolio benefits and new commercial channels that the acquisitions provided.
Through these acquisitions the Group has added high quality, high margin clinical grade serology products to the Healthcare portfolio
and accelerated the penetration of the very substantial US life science research and biopharma markets.

The Source BioScience DNA sequencing service has been launched in Los Angeles and LifeSciences products are now distributed to
US customers from the Group's molecular biology laboratories, commissioned during the year in Atlanta.

Source BioScience plc
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The enhanced range of services and products, including the
combination of laboratory services and controlled storage
expertise, has enabled the Group to offer a “one stop”
storage and downstream analysis service. The cohesion and
commonality of the operational infrastructure, expertise and
extended geographic reach is critical to driving the growth of
the business. This represents a “joined up” business built on
common technology platforms and infrastructure, laboratory
processes and intellectual capital.

As a result of the rapid integration
of the acquired businesses, and
the subsequent leveraging of the
expanded portfolio and geographic
reach, the Directors are again
pleased to report that operating
profit and cash generation from
operations have increased during
the year.

Divisional performance .

A summary of the activities and performance of the
Healthcare, LifeSciences and Stability & Bio Storage divisions

is presented over the page. More detail is provided in the
Business Review.
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Chairman’s Statement continues

Healthcare

Healthcare revenue increased by 7% to £10.0 million (2013:
£9.4 million) and divisional operating profit increased by 15%
to £3.4 million (2013: £3.0 million).

The diagnostic activities continued the impressive performance
reported at the half year and the aggregate number of
diagnostic tests conducted increased by over 70% compared
with 2013.

A significant component of this increase resulted from the
growth in the sexually transmitted infection ('STI") testing
service, particularly through the award of additional Chlamydia
screening contracts to the Group during the year. STI testing
volumes have increased by more than 150% compared with
2013. Source BioScience’s expertise in DNA-based diagnostic
testing and significant experience of supporting the UK Cervical
Screening Programme has been central to winning tenders for
the National Chlamydia Screening Programme.

During 2014 the Group also saw volumes increase by over
70% for gene-based cancer companion diagnostic testing. A
leading capability in DNA analysis, coupled with core pathology
expertise, ensure that Source BioScience is well placed to
exploit the growing demand for companion diagnostic and
gene-based testing for cancer and other diseases.

As reported previously, since 2009 there has been a year on
year, UK-wide reduction in the number of women being called
for cervical screening tests in addition to a decline in the
number of women complying with the screening programme.
It is pleasing to report however, that the anticipated softening
in cervical screening volumes has been compensated for by
the planned portfolio expansion and increased geographic
coverage of the serology products business. The downward
trend in cervical screening volumes is expected to continue
but, as highlighted above, there are greater opportunities for
growth across other components of the Healthcare portfolio.

Source BioScience plc
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LifeSciences

LifeSciences delivered revenue of £7.2 million (2013: £7.6
million) and a divisional operating profit of £1.1 million (2013:
£1.2 million) as the Group invested to extend its market
coverage and expand its specialist product offering.

Operating profit in the division was impacted by the
incremental, fixed staffing and other operational costs
associated with opening the new laboratory facilities during the
year. The commissioning costs were in line with budget and
gross margin will increase as revenue is generated from these
facilities. The commercial endeavours to support this growth
are progressing as planned.

Pricing pressures in the highly competitive life sciences
research market also impacted negatively on revenue during
the year. These pressures were particularly acute with respect
to the more complex next generation DNA sequencing and
genomics projects. Adjusting the sales mix, not competing

on price and delivering further operational efficiencies
substantially mitigated the price pressure impact.

Source BioScience’s ambition is to become Europe and

the USA’s leading commercial provider of DNA sequencing

and the Overnight Service™, which provides rapid access

to sequencing data, is instrumental in achieving this. The
Group’s market share in the UK continues to increase and DNA
sequencing volumes during 2014 were over 30% greater than
the prior year, driving both revenue and margin growth.

The momentum in sequencing volumes is being sustained by
the introduction of new services and the expansion of Source
BioScience’s laboratory network into Scotland and into the
USA. During the year the Overnight Service™ was launched
from the newly commissioned facilities in Los Angeles, BioCity
Scotland and Tramore (Ireland).

In addition, a new molecular biology laboratory was opened in
the Atlanta facility to support the LifeSciences expansion in the
USA, allowing products to be delivered to US customers from
a US base. This significantly reduces turnaround times and
transportation costs, making the LifeSciences product portfolio
more attractive to local customers.

As reported previously, a major element of the longer term
growth strategy is the expansion of the Group's product
portfolio, supported by the GenomeCUBE® search engine and
e-commerce platform. These initiatives are progressing to plan
and will ultimately enable the globalisation of the products
business, providing distributors, and customers, fast and ready
access to the Group’s entire portfolio of products.



Stability & Bio Storage

Revenue was £8.0 million (2013: £2.5 million) and divisional
operating profit increased to £1.6 million (2013: £0.3 million)
reflecting the successful integration of Vindon and a much
stronger commercial focus on product development and
laboratory services.

The division largely comprises the activities of the Vindon
business acquired in September 2013, integration of which was
completed during the year. The first tranche of operational
initiatives was largely concluded during the first quarter of the
year, including the consolidation of the Group’s two Ireland
facilities onto a single site in Tramore and the consolidation of
the Group-wide warehousing and logistics infrastructure into
Rochdale, UK. The operational efficiencies gained from these
changes have already benefitted the Group throughout

the year.

The second tranche of operational initiatives involved the
transfer of our Scotland-based DNA sequencing service to
new, bespoke laboratory facilities at BioCity Scotland and

the commissioning of high throughput serology production
capability at our Rochdale site. This included the installation
of clean room manufacturing facilities for serology and blood
banking products. In addition, our specialised LifeSciences
laboratory operations were migrated and consolidated from
Germany to the UK, enabling the Berlin facility to focus on the
delivery of the Overnight Service™ for DNA sequencing.

In implementing the second tranche of operational and
infrastructure improvements, the Group incurred one-off,
non-recurring restructuring costs totalling £0.8 million (note 4).
These initiatives were substantially complete at the year end
and have been concluded during Q1 2015. The steps taken
have provided the flexibility to support the continued growth of
the customer base in Scotland and the capacity

to deliver on the Board’s aspirations for the serology

products business.

Our people

Source BioScience’s staff are fundamental to the success of
the business and 2014 was another year of significant change
and continued improvement in its performance. On behalf of
the Board, I would like to thank everyone across the Group for
their hard work and dedication throughout the year and also
welcome all of the new employees who have joined the Source
BioScience team over the past twelve months.

During the year, Tim Metcalfe was appointed to the Board

as Group Finance Director. Tim's substantial international
accounting and finance experience, in a range of large
multinational companies, will be invaluable as we progress the
expansion of our operations outside of the UK.

I would also like to reiterate my welcome to Pam Liversidge

to the Board as a Non-Executive Director. Pam has enjoyed

a successful career in senior leadership roles across a broad
spectrum of companies and her considerable knowledge will be
invaluable to the Group.

The Company is determined to recruit and retain the highest
calibre individuals and both Tim and Pam bring experience and
an important, additional skill base to the Board as we continue
with the implementation of the Group’s growth strategy.

Outlook
We believe we have a very strong business model and
opportunities for further growth are apparent across all three
divisions. The Board’s strategy is to expand the service and
product offering, enabling greater market penetration, with the
objective of delivering increasing returns for shareholders.

The aim is to achieve this through continued organic growth
from the enlarged infrastructure base in addition to further,
carefully selected acquisitions when the opportunities arise,
building on the strong foundations now inherent in

the business.

Laurie Turnbull
Chairman
28 April 2015

LSE Code: SBS
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Business Review

Dr Nick Ash

“Investment made during the year has delivered
an efficient and scalable infrastructure, which
supports the Company’s aspirations and strategy

for continued growth.”

Cautionary statement

This Business Review contains certain forward-looking statements with respect to the financial condition, results, operations and
businesses of Source BioScience plic. These statements and forecasts involve risk and uncertainty because they relate to events
and depend upon circumstances that will occur in the future. There are a number of factors that could cause actual results or
developments to differ materially from those expressed or implied by these forward-looking statements. Nothing in this Business
Review should be construed as a profit forecast.

Source BioScience is a trusted provider of state of the art laboratory services
and products to the healthcare and clinical, life and applied sciences and

biopharma industries. The commercial activities of the Group are organised
into three divisions: Healthcare, LifeSciences and Stability & Bio Storage.

The business activities and performance during 2014 and expectations for

2015 are described below.

Healthcare

LifeSciences

The Healthcare division comprises
diagnostic services, including testing

for cancer and infectious disease, and a
complementary portfolio of laboratory and
clinical products, including cervical cancer
screening in addition to blood and tissue
serology reagents.

Source BioScience plé
10 Annual Report & Accounts 2014

The LifeSciences division provides
ultra-fast DNA sequencing services and
related products, delivered by Source
BioScience’s international network of
laboratories and distributors to academic
research groups, biotechnology and
pharmaceutical companies.

Stability & Bio Storage

The Stability & Bio Storage division
provides support for drug discovery, from
biomarker discovery and clinical trial
services through to stability storage and
sample archiving under environmentally
controlled conditions.



Resources available to the Group

The key resources available to Source BioScience to help it
achieve its objectives include an outstanding reputation for
delivery, quality and customer service across all activities;
strong market position; an excellent customer base and a
secure financial foundation. In addition, the Group has an
experienced, flexible and motivated work force which the
Board holds in very high regard. There are the cash resources
available to invest prudently and appropriately in both
operational and commercial capability and also in the business
growth opportunities that the Board has identified.

Over the medium to long term, the Board strongly believes
that Source BioScience has the potential to become Europe’s
leading provider of quality services and products to growing
markets in life science research and healthcare. In addition,
the Group has significant opportunities to expand its
penetration of the key US markets for life science research and
biopharma markets.The resources available to the Group, and
the extended geographies in which it now operates, provide
the opportunities to deliver superior value to shareholders.

Key risks facing the business

As with any organisation, the Group faces certain risks
which may adversely affect its business both now and in the
future. Many of these are general in nature and can affect
all businesses. Examples of such risks include the ability to
win business on profitable and commercial terms in the face
of significant competition; the reliance on key personnel; the
ability to successfully integrate acquisitions; the ability to grow
the business both organically and through acquisitions; the
risk of interruption to operations and the continued ability of
the Group to remain a viable and successful business.

The Board operates a system of internal control and risk
management to provide reasonable assurance regarding the
effectiveness and efficiency of operations, internal financial
control and compliance with laws and regulations. The system
of internal control is designed to manage rather than eliminate
the risk of failure to observe business objectives and can

only provide reasonable and not absolute assurance against
material misstatement or loss.

Within this Business Review, the key risks facing each of the
Group’s business activities, together with the Board’s approach
to managing and mitigating such risks, are set out on pages
11 to 20. In addition, the Board believes that the Group
overall faces certain specific key risks as follows:

That appropriate investment is made in activities that will
generate competitive advantage and drive the success of the
Group over the short, medium and long term.
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Within its available resources, and without increasing

the overall financial risk to the Group, Source BioScience

has invested in key acquisitions over the past eight years

to enhance the financial, operational and commercial
performance of the Group. There has also been continued
investment in specific projects to support the organic growth
of the business. During the year additional investment has
been made in laboratory infrastructure to support the launch
of the Group’s life sciences activities in the USA including
DNA sequencing and molecular biology capability in Los
Angeles and Atlanta respectively; continued expansion of the
DNA sequencing service in Ireland and Scotland; enhanced
serology manufacturing capability in Rochdale; increased
capacity of the stability storage facilities in the UK and USA in
addition to further investment in the proprietary e-commerce
infrastructure and laboratory information management
systems. The Board has also ensured that intellectual capital
and know how is suitably protected in support of the
business objectives.

Interruption to the Group’s e-commerce platforms, or failure
of laboratory infrastructure, could adversely affect quality and
timeliness of service delivery.

The Group has implemented a range of measures to mitigate
the risk of interruption to the website, and associated
infrastructure, and laboratory activities. These inciude, but
are not limited to, dual site backup hosting arrangements,
instaliation of backup power supply, duplicated inventory

of biological materials stored in a secure second facility,
telemetry and alarm systems for critical equipment,
environmentally controlled premises and appropriate service
and maintenance arrangements.

The ability of the Group to maintain operating cash
generation and therefore not negatively impact working
capital requirements nor the ability to service our
financing obligations.

The Board of Source BioScience has operating cash generation
as a clearly stated objective and the Group has continued to
be strongly cash generative during 2014, generating cash from
operating activities during the year with continued progress
expected during 2015.

The loss of key employees could weaken the Group’s
management and operational capabilities, adversely affecting

its ability to achieve its objectives.

The Board endeavours to ensure that key members of the

senior management team and staff are suitably trained, §

incentivised and motivated. In addition, the culture of §

the Group is to ensure that appropriate cross-training is 2

undertaken and knowledge sharing is actively encouraged E

and rewarded. — - . ‘rg _
]
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BUSlneSS ReVIGW continued

Business Segment Performance Review

Healthcare

The division has performed strongly in the year; revenue increased by
7% to £10.0 million (2013: £9.4 million) and divisional operating profit
increased by 15% to £3.4 million (2013: £3.0 million).

Diagnostic services

The Healthcare diagnostic services business provides
expert histopathology (tissue analysis), molecular
diagnostics (genetic and DNA-based analysis) and
companion diagnostic testing services to public and
private healthcare providers. These services have
traditionally been applied to cancer diagnostics but are
increasingly being applied to other disease areas, such as
sexually transmitted disease screening.

Source BioScience operates one of only a limited number
of accredited laboratories in Europe with the capability
to deliver this combination of complex tissue-based and
molecular testing to hospitals and clinics, as well as
private individuals, providing the Group with a
competitive advantage.

Diagnostic services has delivered good growth in 2014,
with laboratory volumes up more than 70% compared
with last year, and is expected to drive growth in the
longer term. Continued growth in core diagnostics and
companion diagnostics for cancer, coupled with the
planned expansion into infectious disease, delivered the
growth in diagnostic services in the year.

A significant component of the increase in diagnostic
services volumes resulted from the expansion of sexually
transmitted infection ('STI') testing, launched during the
second half of 2013, and the subsequent winning of a
number of Chlamydia screening tenders in the UK. The
Source BioScience service enables web-based access to
Chlamydia and Gonorrhea testing for private individuals
as well as an outsourced laboratory services model for
healthcare commissioning groups.

Source BioScience plc
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Sexually transmitted infection testing
has increased by more than 150%

Chiamydia testing is provided free in the UK to anyone
aged between 16 and 24 years old, supported by the NHS
Chlamydia Screening Programme, and can be accessed
via the Company’s www.dontpassiton.co.uk online service.
Where testing is not available free, the Company’s
confidential service for a range of STI testing can be
accessed at www. jbu-clinic.co.uk

In addition to providing laboratory testing, Source
BioScience also provides a complete patient care pathway
to support individuals after they have accessed their
results and received their diagnosis. This end to end
service offering is instrumental in winning contracts for
healthcare commissioning groups.

Ongoing and increasing demand from the NHS for
gene-based diagnostics and companion diagnostic testing
for cancer has also been a driver for growth. Companion
diagnostics are useful for stratifying patients into groups
which are known to respond in a particular way to a drug,
enabling clinicians to make better informed treatment
decisions. During the year, the number of patient samples
received for the core cancer and companion diagnostic
service has risen by more than 50%, validating the Source
BioScience outsourcing madel and demonstrating the
increasing clinical importance of this type of diagnostic
testing and the role it will play in stratified

and personalised medicine.

The diagnostic services offering is constantly monitored
and reviewed to ensure that it meets existing and
anticipated demand from customers. The portfolio has
been further enhanced during the year, including the
development and validation of proprietary assays for
additional genetic tests for disease. These proprietary
assays improve laboratory efficiency, reduce costs and
provide a competitive advantage. Further growth in this
area is expected during 2015.

www.sourcebioscience.com
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Business Review cntinwed

Business Segment Performance Review

Healthcare

Healthcare products

The Healthcare products business comprises a portfolio of
laboratory and clinical products and reagents. The cytology
(cell analysis) operation provides products and systems
essential for the preparation and analysis of cervical smear
samples as part of the NHS Cervical Screening Programme.
The cytology offering underpins approximately 50% of the
Cervical Screening Programme in England and Wales.

Demand for cytology products closely correlates with

overall compliance with the screening programme which,

as reported previously, peaked in 2009. The Company has
managed the impact of this ongoing change in the dynamics
by introducing additional services and products to support
the screening programme, for example the implementation
of the FocalPoint™ automated imaging solution. The
downward trend in cervical screening compliance is expected
to continue and the Company has a number of strategies in
place to manage this. Further changes to the NHS Cervical
Screening Programme are anticipated, including the gradual
switch to Human Papilloma Virus (HPV’) testing as part of
the screening programme. At this stage the NHS timescale
for any changes, and the timing of its impact on Source
BioScience, remains undetermined.

The serology operation provides diagnostic products and
other clinical reagents, including phosphate buffered saline
solutions, to laboratories undertaking blood typing and
tissue analysis including NHS Blood and Transplant. This
product portfolio is complementary with the existing Source
BioScience products business and has resulted in
cross-selling opportunities being crystallised during the year.
This operation has benefitted from additional commercial
activity, achieving annualised revenue up nearly 20% year
on year.

The commissioning of high throughput serology production
capability in Rochdale along with the installation of clean
room manufacturing facilities for serology and blood banking
products supports the next stage in accelerating the growth
of the Group’s serology business by increasing the flexibility,
productivity and gross hargin of the manufacturing process.

Source BioScience plc
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The key risks facing Healthcare Services, together with
the Board’s approach to managing such risks, are set
out below:

The majority of the revenue in Diagnostics is derived from
outsourcing by customers and may cease if and when

a customer develops appropriate and sufficient internal
resource to satisfy the demand.

The Group has invested in research, development and
marketing programmes that will provide continued sources
of competitive advantage for the Diagnostic activities and
deliver value added services to existing and new customers.
As demand for gene-based testing and molecular
diagnostics increases, this strengthens the Group's
commercial advantage as Source BioScience is one of only
a handful of accredited laboratories in Europe with the
capability to deliver this type of complex diagnostic testing.
A rolling programme of service development will continue,
including offering services in different disease areas, to
further grow the Diagnostics business.

The breadth of service offering in Diagnostics remains
relatively narrow and is exposed to competition across all
of its services.

The Board has targeted the expansion of its offering in
Diagnostics. The range of diagnostic testing services during
the year has been enhanced and the sexually transmitted
infection diagnostic service has been expanded, in addition
to further diagnostic tests for cancer. The extended range
of genetic testing also enables the Group to offer services
for other disease areas where previously there was limited
penetration including, for example, non-invasive pre-natal
testing ("NPT"). Source BioScience now offers a range of
molecular diagnostic testing for metabolic, cardiac and
central nervous system disease in addition to the

core strengths in oncology and sexually transmitted
infection testing.



Diagnostic activities for public healthcare are dependent
upon the ability to maintain CPA accredited status and
Care Quality Commission ('CQC’) registration.

Source BioScience has a commitment to quality and has
implemented clear policies and procedures throughout

the business aimed at ensuring compliance with CPA
requirements as well as other quality standards and the

UK National External Quality Assessment Service ('NEQAS’)
scheme. Whilst responsibility for compliance with such
policies and procedures rests with operational management,
the Group maintains a dedicated Quality Assurance
Department with three staff who oversee compliance.

The Group is also subject to regular audits and inspections
from the regulatory bodies responsible for such
accreditations. The Group's CPA accreditation was renewed
in February 2015 following a satisfactory audit inspection.

Each of the Group’s LBC agreements with NHS Trusts or NHS
regions is for a three or five year term. Over the medium
term, this area of the business remains dependent upon the
successful renewal of such agreements.

As with any commercial contract that is for a fixed term,
there is a risk that the customer may not choose to renew
with the incumbent provider. The Group takes all steps
that it reasonably can to ensure that existing contracts
are renewed, subject to agreement of commercial terms,
and Source BioScience continues to support and enhance
the relationship with NHS partners. There is an ongoing
dialogue with the commissioners, NHS Trusts and other
stakeholders in support of their requirements of the
cervical screening programme.

Over the short to medium term the Board believes

that decreasing compliance with the cervical screening
programme and a migration toward non-cytology based
screening will reduce demand for liquid based cytology by
the NHS.

The Group is actively managing its product offering in this
area to ensure that it can maintain maximum benefit from
this activity whilst LBC remains the screening technology of
choice by the NHS Cervical Screening Programme.
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Business ReView e

Business Segment Performance Review

LifeSciences delivered revenue of £7.2 million (2013: £7.6 million) and a
divisional operating profit of £1.1 million (2013: £1.2 million).

The reduction in operating profits resulted from market-wide
pressure on prices, a shift in the sales mix and further investment
in personnel and operational capability to support the Group’s
ambition to extend its LifeSciences business in the UK and USA.

Source BioScience plc
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International investment and expansion

During 2014, the Group has invested significantly in its
LifeSciences operational capability, commissioning three
additional DNA sequencing facilities in Los Angeles, BioCity
Scotland and Tramore. A molecular biology laboratory

has also been commissioned in Atlanta to support the
expansion of the products business into the US. This
increased the number of sequencing Iaboratories in the
Source BioScience network to eight across the UK, Europe
and USA and is consistent with the Group’s strategy of
operating a network of laboratories situated close to major
life science research centres.

In parallel the Group has increased its commercial
investment to exploit the new markets for the products
and services. The US market is seen as the next step in
the growth of the Source BioScience business and the
necessary investment has been made in infrastructure
and people to deliver growth. The US business was
launched in April and, whilst it is still relatively early in the
development process, it is satisfying to report that the
US-based activities are generating significant incremental
revenue for the Group.

Sequencing services

Source BioScience is furthering its position as a leading
provider of DNA sequencing and the Overnight Service™
continues to power the growth of this business. The
number of sequencing reads delivered to customers
increased by more than 30% compared with last year
and this has been sustained into 2015. This momentum
is being maintained by the introduction of new services,
the expansion of the laboratory network and continued
development of the Source BioScience brand.

LifeSciences products

GenomeCUBE®, the Group’s proprietary database and
bioinformatics tool for the LifeSciences product portfolio,
has undergone further development during the year.
These have been aimed at enhancing the utility of the
database and ensuring that GenomeCUBE® is configured
appropriately to support the Group’s comprehensive digital
marketing strategy for 2015 and beyond.



The GenomeCUBE® database is a key component of
the international growth strategy for the medium to
longer term and ultimately all of the Group’s products,
including LifeSciences and Healthcare products, will

be available through this platform. In conjunction with
the improvements made to the Company website,
e-commerce platform and eShop, this will enable the
accelerated globatisation of the products business,
providing distributors, and customers, fast and ready
access to the Group’s product portfolio including
antibodies, ¢cDNA clones, serology products and other
reagents and biomolecular tools with applications in life
science research and healthcare.

The key risks facing LifeSciences together with the Board'’s
approach to managing such risks are set out below:

The Group's technological platforms may be superseded
by alternative, superior technologies which may provide
enhanced analyses, higher throughput, greater sensitivity,
lower cost or other sources of competitive advantage
resulting in a reduction in revenue streams.

The Board continually assesses the technologies
available and is conscious that, in targeting academic
and other research institutions, there is an expectation
that the Group is able to provide the latest generation
of technology platforms and analyses to support current
and future applications for these technologies. Senior
staff work in partnership with suppliers and customers
to mitigate the risks associated with the introduction of
any new technology platform. During the year additional
significant investment has been made in the Illumina
NextSeq™ next generation DNA sequencing technology
and the Group remains one of the leading providers in
Europe for next generation sequencing.

The Group’s portfolio of products with applications in life
science research, including DNA clones and antibodies,
may face competition from manufacturers of substitute
products that enable new applications, represent

new organisms, offer greater specificity or are more
competitively priced.

Source BioScience works in close conjunction with quality
manufacturers of antibodies and genomic products to
ensure that we have access to, and act as distributors
for, appropriate genomic reagents and related research
tools from a range of model organisms and a range

of applications.

The portfolio currently includes more than 20 million
DNA clones and 100,000 antibodies. reSource™ the own
label product range, provides high quality, cost effective
products for life science research, significantly increasing
the addressable market for the product portfolio.

After the period end, the Company has launched

its new website, superior e-commerce solution and
eShop, allowing customers ready access to products
and services, as well as scientific and technical support
applications, which underpins the comprehensive digital
marketing strategy for 2015 and beyond.
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The number of sequencing reads
delivered to customers has increased
by more than 30%

Www.sourcebioscience.com

LSE Code: SBS | 17



BUSI neSS ReVIEW continued

Business Segment Performance Review

Stability & Bio Storage

The division delivered revenue of £8.0 million (2013: £2.5 million) and an
operating profit of £1.6 million (2013: £0.3 million) reflecting the successful
integration of Vindon and increased commercial focus.

Stability & Bio Storage services

The Stability & Bio Storage activities are delivered from five sites
in Nottingham, Rochdale, Tramore, Atlanta and Los Angeles. At
these sites, customers in the biopharma and life science research
markets are offered stability storage, ultra-low minus 80 Celsius
and cryobank (liquid nitrogen) storage in the cryosuite.

In the majority of cases, stability storage contracts with customers
are multi-year arrangements, typically for periods of three years.
Cryobank storage agreements can be for substantially longer
periods and Source BioScience has a number of contracts lasting
30 years. Accreditation by the relevant authorities is essential

in providing services into the highly regulated pharmaceutical,
biopharma and contract manufacturing industry. The Group holds
Good Manufacturing Practice ("GMP'), Good Laboratory Practice
(GLP") and Good Clinical Practice (‘GCP’) accreditation and the UK
facilities are licensed by the Human Tissue Authority CHTA") for
the secure storage of biological samples.

Source BioScience pic
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The ability to bring the latest tissue and gene-based
analysis technologies to stability and cryobank customers,
and vice versa, enables the Group to perform downstream
analyses at single site, accredited facilities. This significantly
de-risks sample handling and specimen transport, which is
attractive to pharma and biopharma customers who may
only have very limited and extremely valuable samples and
specimens. New opportunities with biopharma customers
have been crystallised during the year, directly resulting
from the enhanced offering of storage in conjunction with
laboratory services expertise.

Stability & Bio Storage products

The Group also designs, manufactures and installs a
range of high quality, standard and bespoke, controlled
environment reach-in and walk-in room systems that
provide climatic conditions specified to the customers’
requirements. These in¢lude meeting the regulatory ICH
Tripartite Guidelines for stability storage conditions for
biotechnology, pharmaceutical and contract manufacturing
customers. These specified conditions simulate the four
global climatic zones for long term, intermediate and
accelerated stability testing. A number of new products
have been launched to meet the demands of biopharma
customers, including customers that have traditionally
engaged Source BioScience for laboratory services only.
These have included minus 25 Celsius walk-in chambers,
FDA-approved storage for controlled drugs and ATEX
certified cabinets for conducting stability trials which could
result in an explosive atmosphere.

Integration of Vindon with the Group

The integration progressed well and to plan. Phase 1 of
the integration focused on the operational initiatives of
consolidating and restructuring the Group’s facilities and
this was largely concluded during the first quarter of the
year. This included the consolidation of the Group’s two
Ireland facilities onto a single site in Tramore and the
consolidation of the Group-wide warehousing and logistics
infrastructure into Rochdale. The operational efficiencies
gained from these changes benefitted the Group
throughout the year.

Phase 2 comprised the roll out and launch of the enhanced
range of laboratory services, including DNA sequencing
and molecular biology, across the new sites in Rochdale,



Tramore, Los Angeles and Atlanta. The Source BioScience
US business was launched in April 2014, including
Overnight Service™ for DNA sequencing in Los Angeles and
molecular biology product despatch from Atlanta, enabling
customers to access these products within a timeframe,
and at a price, that cannot be matched by distributing

the products from the UK. The commercial plans are
progressing in line with expectations.

Subsequent to this second phase of initiatives, additional
opportunities were identified during the year to further
enhance our operational efficiency, laboratory facilities
and production capability. These included the transfer

of our Scotland-based DNA sequencing service to new,
bespoke laboratory facilities at BioCity Scotland and the
commissioning of high throughput serology production
capability at the Rochdale site along with the installation
of “Class A" clean room facilities for serology and blood
banking product manufacture. These initiatives were
substantially complete at the year end and have been
concluded during Q1 2015. The steps taken have provided
the flexibility to support the continued growth of the
customer base in Scotland and the capacity to deliver on
the Board’s aspirations for the serology products business.
In addition, the specialised LifeSciences laboratory
operations were migrated and consolidated from Germany
to the UK, enabling the Berlin facility to focus on the
delivery of our Overnight Service™ for DNA sequencing.

Phase 3 is a medium term objective to combine the Group’s
service offerings to leverage the full range of expertise
from biomarker identification and clinical trial support to
stability storage and downstream laboratory analysis. This
will provide a one-stop shop for biopharma, pharmaceutical
and contract manufacture customers and is well underway
and progressing to plan.

During the yéar capital expenditure of £1.1 million was
invested in the improved infrastructure, laboratory facilities
and manufacturing capability.

The key risks facing Stability & Bio Storage together with
the Board's approach to managing such risks are set out
below:

Stability & Bio Storage revenue can be concentrated on,
and dependent on, individual major customers
and projects.

It is possible that significant revenue could be derived

from a single customer or a single project and failure

to meet the minimum quality and service obligations

could adversely affect operational and thereby financial
performance. During the year the Group has successfully
continued the diversification and growth of the customer
base and has increased the number of projects undertaken,
broadened the nature of those projects and increased the
number of customers.

Reliance on a limited number of key suppliers.

The potential for delays and bottlenecks at key suppliers
could delay installation of equipment and a lack of supplier
competition could potentially raise manufacturing input
costs. Steps have been taken to move away from single
sourcing of key materials and components to dual or multi
sourcing. The design of much of the environmentally
controlled storage equipment has facilitated the use of
widely available components.

International logistics and bespoke
management information enable
flexibility and scalability; over 1,200
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storage trials in progress at the year end
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BUSI ness REVIGW continued

Business Segment Performance Review

Central Resources

Central Resources include facilities, key support functions such as
finance, human resources and management information services
in addition to the Group Board. Other costs disclosed centrally
include insurances, legal, professional and advisory fees and
investor relations.

Central costs have decreased by £1.0 million to £4.3 million
(2013: £5.3 million). A significant element of the decrease is
attributable to the reduction in non-recurring costs which were
£0.8 million, compared with £2.3 million during 2013.

Over the same period revenue has increased to £25.2 million
and central costs (after adjusting for the non-recurring items)
represented 14% of revenue (2013: 15% of revenue). Central
costs will remain closely monitored and tightly controlled.

The key risks in this area of the business together
with the Board’s approach to managing such risks are
set out below:

Source BioScience is subject to a significant number of regulatory
frameworks, and ongoing changes to existing frameworks, such
as IFRS, the UK Corporate Governance Code, the Listing Rules
and the Disclosure and Transparency Rules of the Financial
Conduct Authority, company law and new regulations for Audit
and Remuneration Committees and associated disclosures. There
is also increasing regulatory burden in areas such as health and
safety, employment law and data protection. In addition, there is
a requirement to invest in information technology to protect and
improve the business.

In order to comply with these requirements, Source BioScience
has devoted significant resources to fulfilling these obligations,
receiving guidance from external advisors where applicable
and appropriate. Shareholders (and their advisors) can find
information and resources that they need for interacting with
us and for carrying out their various obligations under the

FCA Listing Rules, Prospectus Rules and Disclosure and
Transparency Rules.

Geographic Performance
During the year focus has continued on activities and operations
predominantly in the UK but increasingly in Ireland and the USA.

The Group generated revenue of £25.2 million

(2013: £19.5 million) of which £5.0 million was derived from
overseas customers (2013: £3.7 million). The reasons for this
growth in revenue are as described in this Business Review.

Source BioScience plc
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Financial Review
Financial performance
Group revenue increased by 29% to £25.2 million
(2013: £19.5 million).

Owing to the operational gearing generated within the
laboratory and production infrastructure, coupled with close
management of the cost base, gross margins improved to
48% (2013: 46%). In the current economic environment with
constant pressure on prices and rising input costs, the Board
believes this represents an encouraging performance.

Normal administrative expenses decreased as a percentage
of revenue to 26% (2013: 27%) and ongoing administrative
expenses are largely fixed and appropriate to the increasing
scale of the business.

Adjusted* operating profit for the year was £2.6 million
(2013: £1.4 million) after adjusting for non-recurring costs
of £0.8 million (2013: non-recurring costs of £2.3 million in
aggregate, comprising acquisition costs of £1.2 million and
post-acquisition restructuring costs of £1.1 miilion). On an
unadjusted basis the reported operating result for the year
was a profit of £1.8 million (2013: £0.9 million loss).

Adjusted* profit before tax was £2.2 million (2013: £1.2
million) which was in line with expectations.

Included in the Consolidated Statement of Comprehensive
Income are non-cash items, including depreciation,
amortisation and share option costs, of £2.5 million (2013:
£1.9 million). After accounting for these non-cash items,
non-recurring restructuring costs, net finance expense and
taxation, adjusted* EBITDA increased by 54% to £5.1 million
(2013: £3.3 million).

Financial position

At 31 December 2014 the Group had net assets of £25.4
million (2013: £24.4 million). Non-current assets decreased by
a net £1.5 million to £29.6 million (2013: £31.1 million). The
movement included £1.6 million of capital expenditure offset
by an aggregate £2.4 million of depreciation and amortisation
and a reduction of £0.5 million in the deferred tax asset.

At 31 December 2014 the Group had aggregate debt of £6.9

‘million (2013: £9.2 million). This debt represents the banking

facility secured to part-fund the acquisitions in 2013 and
has been reduced during the year by scheduled repayments
totalling £2.3 million.

Cash flows and liquidity

Cash generated from operations was £2.8 million (2013: £2.4
million) and net cash flow for the year was an outflow of £1.5
million (2013: inflow of £1.9 million including the debt and
equity fund raising).



It should be noted that cash generated from operations of
£2.8 million is stated after the payment during the year of £1.2
million attributable to non-recurring expenditure relating to
both the 2014 and the 2013 restructuring exercises.

The Group invested £1.6 million (2013: £1.6 million) in
capital expenditure including £1.3 million on new laboratory
infrastructure and facilities and £0.3 million on enhanced IT
and laboratory information management platforms.

The financing cash outflow was £2.3 million on debt principal
repayments in addition to £0.4 million of interest paid (2013:
£0.2 million).

The Group’s cash balance was £2.6 million as at 31 December
2014 (2013: £4.2 million) and net debt was £4.3 million
(2013: £5.0 million).

Treasury and foreign exchange policy

The Group has significant costs and revenue arising in both US
Dollars and Euros and is therefore exposed to movements in
exchange rates. To protect cash flows against a high level of
exchange risk, the Group may adopt a number of mechanisms
to mitigate the risk including making treasury deposits in
foreign currencies and entering into forward exchange
contracts to hedge foreign exchange exposures arising from
forecast payments.

The Group has substantial cash resources and also operates
significant banking facilities. The objective of the Group’s
treasury policy is to manage cash flows and banking, money
market and capital market transactions with the aim of
guaranteeing absolute capital security whilst securing the most
favourable interest rates available commensurate with the risk.
Liquidity is a key consideration, and a rolling programme of
short and long term (up to one year) investments, enabling
access to maturing cash as required, may be adopted.

The Group's treasury policy is also to provide protection
against fluctuating interest rates by utilising fixed rate financial
products where appropriate. At 31 December 2014, the Group
had external borrowings of £6.9 million (2013: £9.2 million),
including £6.8 million (2013: £8.8 million) of bank loans at
variable rates, of which £1.5 million (2013: £2.0 million) have
been fixed through the use of an interest rate swap, and £0.1
million (2013: £0.3 million) of finance lease liabilities at fixed
interest rates.

People and work environment

Source BioScience's people are critical to its success. In
addition to ensuring the highest quality laboratory facilities and
technology platforms, the Board is also mindful to ensure that

the Group recruits and retains the highest calibre individuals.
To support the commercial aspirations and initiatives, a
number of which are highlighted above, the Company
recruited an experienced Marketing Director during the year.

The Board will continue to invest to ensure that the Company
has the best people in place, and a skilled and experienced
senior management team, to support the planned growth and
expansion of the business across all of its activities and its
international markets.

Source: Company data/audited financial statements

*Adjusted results are stated after eliminating non-recurring
restructuring costs of £0.8 million (2013: after eliminating £2.3
million of acquisition costs and post-acquisition restructuring costs).
The adjusted results have been included to present a fair comparison
of the progress in the underlying business.
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Business Review wntinved

Business Segment Performance Review

As at 31 December 2014 the Group had a total of 177 employees (31 December 2013: 190 employees) including Directors.

The following table sets out a breakdown by gender showing at 31 December 2014 (i) the number of persons who were Directors
of the Company; (ii) the number of persons who were senior managers of the Group (other than persons falling within
sub-paragraph (i); and (iii) the number of persons who were employees of the Group.

Number of men

Directors 4
Senior Managers 5
Employees 93

% Number of women %
67 2 33
71 2 29
53 84 47

The Board believes that employees require a work environment
which is safe, encourages communication and is efficient in terms
of the of the Group’s working practices.

The Board also considers that a focus on health and safety is an
essential component of the Group’s business success. Source
BioScience is committed to providing a safe environment for its
employees and visitors and has a clear Health and Safety Policy.
The Board and senior management team receive regular reports
from the Health and Safety'Committee and prompt action is
taken where appropriate. There have been no incidents at any of
the Group's sites during the year which have required reporting
to the Health and Safety Executive.

Key business and corporate relationships

Source BioScience’s business is dependent upon a number of key
business relationships developed by employees and with external
organisations and individuals. The Board strives to operate the
business in an ethical manner and this is made clear in the
expectations of employees, advisors and other business partners.

The key customer relationships for the Healthcare business are
with those NHS Trusts or groups of Trusts who are services
and products customers. The key customer relationships within
LifeSciences are academic institutions throughout Europe

and the USA in addition to government and charitably funded
research institutions such as the Research Councils UK. In
addition, this division has relationships with a broad spectrum
of national and international biotechnology and pharmaceutical
companies. The key customer relationships for the Stability &
Bio Storage business are top-tier pharmaceutical companies and
a broad spectrum of national and international biopharma and
biotechnology companies.

Source BioScience pic
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The Group’s principal corporate relationships and advisors
include N+1 Singer LLP (financial advisor, sponsor and
broker); Browne Jacobson LLP (legal advisor); KPMG LLP
(auditor and tax advisor) and Royal Bank of Scotland plc
(banking and treasury).

Environmental, social and community

The Board believes that the direct impact of Source
BioScience’s business upon the environment is relatively low.
Source BioScience remains committed to raising awareness
of environmental issues which affect our business and
minimising the impact of our activities upon the environment.

In line with UK mandatory reporting requirements as set
out under the Companies Act 2006 (Strategic and Directors’
Reports) Regulations 2013, the Directors’ Report includes a
greenhouse gas (‘GHG") emissions report.

Source BioScience aims to conduct its business activities

in a socially responsible manner, maintaining integrity and
professionalism in dealing with the requirements of investors,
employees, suppliers and the local community. The Group
has a Corporate and Social Responsibility Officer who reports
directly to the Board on these matters and oversees

conduct in accordance with the Corporate and Social
Responsibility Policy.

Information on key performance indicators
This Business Review includes eight KPIs which are viewed
by the Board as being important factors by which the
progress of the Group can be measured, which have been
prepared on a consistent basis in accordance with Section
417 of the Companies Act 2006, unless otherwise indicated
against the relevant KPI chart.



Outlook
We are seeing growth across all three divisions which is in line
with the strategic plan implemented for the Group.

Healthcare

Healthcare has delivered strongly in the period, driven by
continued growth from the diagnostic services activities,
particularly in core cancer diagnostics and companion
diagnostics, in addition to DNA-based testing for sexually
transmitted infection. Capacity and capability constraints faced
by the NHS can be met by the Group’s ability to address both
short and long term demand, with rapid turnaround times.
Source BioScience is already a valued partner for outsourced
diagnostic services and speciality products and the intention is
to enhance this status with the continued introduction of new
diagnostic services and products alongside migrating cancer
diagnostic expertise into other disease areas.

The commissioning of high throughput serology production
capability at the Rochdale site, along with the installation of
“Class A” clean room manufacturing facilities for serology and
blood banking products, supports the next stage in accelerating
the growth of the Group’s serology business.

LifeSciences

In LifeSciences, the Company has forged a leading position

in Europe for the provision of DNA sequencing services and
genomic products and the ambition is to replicate this in the

USA. With an international network of laboratories, Source
BioScience is ideally placed to meet the growing demand for
genetic analysis. The Group’s intention is to continue to grow its
European market for DNA sequencing and drive marketing efforts
in the US for the Overnight Service™, following its launch

in Los Angeles.

The commissioning of a molecular biology laboratory at

the Atlanta facility during the year, coupled with further
enhancements to the Company website, e-commerce platforms
and GenomeCUBES®, are further steps in the long term strategy
to exploit the potential of the product portfolio in the US and
other geographic markets.

Stability & Bio Storage

Significant attention has been focused in the year on aligning the
new Stability & Bio Storage division with the rest of the Group.
Major changes were made to the environmental storage suites
and laboratory infrastructure to improve efficiency and allow for
greater flexibility and scalability of operations. At the same time
commercial initiatives to align the diagnostic laboratory services
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with the stability storage capabilities were rolled out during
the second half of the year, supported by a considerably
strengthened marketing function.

In the Board’s view, there are significant opportunities

to align expertise in laboratory testing with storage

service customers, particularly biopharma and contract
manufacturer customers. Bringing the latest tissue and
gene-based analysis services and technologies to storage
customers will enable the Group to perform downstream
analysis at single site, accredited facilities. This significantly
de-risks the process for customers as many of the samples
handled by the Group represent unique and invaluable
biological resources.

The Board is confident that each of the factors outlined
above will contribute to the continuing progress of the
Group in 2015 and beyond.

Conclusion

The Group has robust strategies in place to generate
attractive levels of organic growth, as has been
demonstrated over recent years.

The acquisitions made during 2013 opened up significant
opportunities to the Group, both from additional services
and products as well as extending the Group’s international
reach. Source BioScience is now accessing new customers in
new markets and has established a solid platform for further
growth on both the East and West coasts of the USA.

The launch of the Source BioScience US business during
2014 was a critical milestone on the road to exploiting the
potential of the US markets.

The investment made in the laboratory facilities and
production capability in the year has delivered efficient and
scalable infrastructure, employing common technologies and
processes, which support the Company’s aspirations and
strategy for continued growth.

Dr Nick Ash
Chief Executive Officer
28 April 2015
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The Board of Directors

Executive Directors

Dr Nick Ash (age 45)
Chief Executive Officer

Nick joined Source BioScience in 2005
as CFO, becoming CEO in 2007. Nick
oversaw the restructuring of the Group in
2006, determining and implementing the
strategy to deliver the Group’s current
activities. He has led the expansion

of the Group through acquisitions

and organic growth, investing in the
technologies and expertise necessary

to deliver the Group's business plan,
creating a profitable and cash generative
business. Nick is a Chartered Accountant
and holds a PhD in Mycology. Prior

to joining Source BioScience, he was
Finance Director at a regional airline and
spent nine years with KPMG.

Source BioScience plc
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Dr Nick Leaves (age 47)
Chief Operating Officer

Nick joined the Company in 2007,
becoming a Board member in 2008. Nick
was a co-founder of Geneservice Limited
in 2005 via a management buyout from
the Medical Research Council ("MRC").
Prior to this, Nick worked for over ten
years in complex genetics and genomics;
first for Oxford University on asthma

and eczema gene-hunting projects and
then for the MRC in Cambridge on the
mouse genome project. Nick qualified

as a microbiologist and worked in the
NHS completing a PhD on the molecular
methods used to characterise outbreaks
of bacterial meningitis.

Mr Tim Metcalfe (age 45)
Group Finance Director

Tim joined the Board in September
2014. He is an experienced financial
professional and has held senior roles
in both private and listed companies, in
the retail, manufacturing and IT sectors.
Prior to joining Source BioScience, Tim
was Group Finance Director at TFM
Networks, a provider of telecoms and
data management solutions. Tim holds
a BA (Hons) in History from Nottingham
University and qualified as a Chartered
Accountant in 1995, spending twelve
years with KPMG prior to moving

into industry.



Non-Executive Directors

Mr Laurie Turnbull (age 65)
Chairman and Chairman of the
Audit Committee

Laurie was appointed Chairman in 2006
and has extensive experience in a senior
capacity in both public and private
companies. Laurie has enjoyed a 30 year
career as a CEQ and senior executive.
Former Chairman of the venture capital
company Texas Group plc, he was
responsible for numerous acquisitions
and flotations. He has served on the
boards of several listed companies in
executive and non-executive capacities
and has considerable experience in
M&A. Laurie is currently a Trustee of the
charitable organisation Develop Youth
Through Sports Trust.

Dr Sue Foden (age 62)
Senior Non-Executive Director
and Chairman of the
Remuneration Committee

Sue has a background in the field of
biotech and healthcare and holds a
number of non-executive positions with
public and private companies. She is
Chair of BerGenBio AS and Cizzle Biotech
Ltd, holds non-executive roles with
Vectura Group plc, Evgen Ltd and BTG
plc and is an advisory board member for
CD3 (a joint initiative between Leuven
University and the EIF). Previously

Sue was an Investor Director with the
venture capital firm Merlin Biosciences,
CEO of Cancer Research Campaign
Technology Ltd and Head of Academic
Liaison at Celltech Ltd. She has an MA
and DPhil from the University of Oxford.

n Member of the Senior Management Team

B Member of the Audit Committee

Member of the Remuneration Committee

n Member of the Nomination Committee

Governance

Mrs Pam Liversidge OBE (age 65)
Non-Executive Director

Pam joined the Board in 2014. Pam

is @ Chartered Mechanical Engineer

and Fellow of the Royal Academy

of Engineering with over 30 years’
experience in the manufacturing

and engineering industries. She

has significant experience in senior
leadership roles across a broad spectrum
of companies and other organisations
including Chesterfield Royal Foundation
Trust Hospital and Sheffield Hallam
University. Pam was the first woman to
be elected as President of the Institution
of Mechanical Engineers and as Master of
the Company of Cutlers in Hallamshire.
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Directors’ Report

The Directors present their Annual Report and Accounts on the affairs of the Group, including the financial statements and auditor’s
report for the year ended 31 December 2014.

Strategic Report

The Directors have presented their Strategic Report on pages 6 to 23, which contains (a) a fair review of the Group’s business,

and (b) a description of the principal risks and uncertainties facing the Group. The review is intended to be a balanced and
comprehensive analysis of (a) the development and performance of the Group’s business during the financial year, and (b) the
position of the Group's business at the end of that year, consistent with the size and complexity of the business. The review
includes, to the extent necessary for an understanding of the development, performance or position of the Group's business,
analysis using financial key performance indicators. As Source BioScience holds a premium listing on the Main Market of the London
Stock Exchange, the Strategic Report also, to the extent necessary for an understanding of the development, performance or
position of the Group's business, includes (a) the main trends and factors likely to affect the future development, performance

and position of the Group’s business and (b) information about (i) environmental matters (including the impact of the Company’s
business on the environment), (ii) the Company’s employees, and (iii) social and community issues, including information about
policies of the Company in relation to those matters and the effectiveness of those policies. This Directors’ Report should be read in
conjunction with the Strategic Report.

The Strategic Report was approved by the Board of Directors on 28 April 2015.

Results and dividends
Revenue for the year was £25.2 million (2013: £19.5 million). The Directors do not propose the payment of a dividend (2013: £nil).

Directors and their interests
The Directors of the Company who held office during the year, and at the year end, are as follows:

Executive Directors Non-Executive Directors

Dr Nick Ash, Chief Executive Officer Mr Laurie Turnbull, Chairman

Dr Nick Leaves, Chief Operating Officer Dr Sue Foden, Senior Independent Director
Mr Tim Metcalfe, Group Finance Director (appointed 4 September 2014) Mrs Pam Liversidge (appointed 3 July 2014)

Mr Rob Bakewell, Finance Director (resigned 4 September 2014)
Biographical details of the Directors are given on pages 24 to 25.

Under the Company’s Articles of Association, the longest serving Director at each Annual General Meeting shall retire from office.
Accordingly, Dr Leaves will retire by rotation and, being eligible, offer himself for re-election at the next Annual General Meeting.
Mr Metcalfe will offer himself for election, the next Annual General Meeting being the first since his appointment on 4 September
2014 (for biographical details, please see page 24). Mrs Liversidge will offer herself for election, the next Annual General Meeting
being the first since her appointment on 3 July 2014 (for biographical details, please see page 25).

Dr Foden, Senior Independent Non-Executive Director, will be entering her twelfth year on the Board. The Chairman confirms
that, following formal performance evaluation, Dr Foden’s performance continues to be independent, effective and to
demonstrate commitment to the role, supported by very strong connections with the medical and health research communities.
To apply best practice, Dr Foden offers herself for re-election at the next Annual General Meeting and will be subject

to annual re-election thereafter. ' ‘

No contract existed during the year, or at the year end, in which any Director of the Company was interested, other than
service contracts.

None of the Directors have a service contract with the Company requiring more than twelve months’ notice of termination to be
given. The details of the Directors’ contracts are provided in the Directors’ Report on Remuneration on pages 48 to 50.

The interests (including the interests of their immediate families and persons connected with the Directors) of the Directors who
held office during the year in the ordinary shares of the Company at 28 April 2015, 31 December 2014 and 1 January 2014 were:
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Beneficial Holding

28 April 31 December 1 January
2015 2014 2014
Number of shares Number of shares Number of shares
Executive Directors

Dr Nick Ash 500,000 500,000 500,000
Dr Nick Leaves 1,028,557 1,028,557 1,028,557
Mr Tim Metcalfe (appointed 4 September 2014) - - -
Mr Rob Bakewell (resigned 4 September 2014) n/a n/a 100,000

Non-Executive Directors
Mr Laurie Turnbull 4,750,000 4,850,000 4,450,000
Dr Sue Foden 244,340 244,340 244,340

Mrs Pam Liversidge (appointed 3 July 2014) -

The Directors’ interests in share options are set out in the Directors’ Report on Remuneration on pages 56 to 57.

Substantial shareholdings
At the date of preparing this Report, the Company had been notified of the following interests of 3% or more in the Company’s
ordinary share capital:

Percentage of
Ordinary share

Number of shares capital
Henderson Global Investors 60,142,788 19.18
Oryx International Growth Fund 41,767,620 13.32
Artemis Investment Management 35,003,000 11.16
Seren Capital Management 28,869,315 9.21
Legal % General Investment Management 21,450,000 6.84
Blackrock Investment Management 13,700,000 4.37
Hargreave Hale 10,718,000 3.42

Share capital .
The Company has in issue only one class of ordinary share. The Directors were authorised at the last Annual General Meeting to
allot and issue ordinary shares up to a nominal amount representing up to 33% of the Company'’s existing issued share capital.

Details of the movements in share capital are given in note 22 to the consolidated financial statements.

Annual General Meeting

The Annual General Meeting of the Company will be held at the registered office at 1 Orchard Place, Nottingham Business Park,
Nottingham NG8 6PX at 10.30am on 11 June 2015. All ordinary and special resolutions to be proposed at that meeting are
detailed in the Notice of Annual General Meeting sent to shareholders (see also pages 103 to 115 of this document).

The Directors believe that all the proposals to be considered at the Annual General Meeting are in the best interests of the
Company and its shareholders. They recommend that you vote in favour of the proposed resolutions. The Directors will be voting
in favour of the proposed resolutions in respect of their own shareholdings in the Company.

Governance
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DlreCtOrS’ Report continued

Going concern
Information on the business environment Source BioScience operates in, including the factors underpinning the markets’ growth
. prospects, are included in the Business Review on pages 10 to 23.

The financial position of the Group, its cash flows and liquidity position are also described in the Business Review. In addition, the
Business Review describes the Group's policies and processes for managing its treasury and foreign exchange risk. Further details
of the Group’s cash balances and borrowings are included in notes 17 and 19.

The Group has significant financial resources available. As at 31 December 2014, the Group had cash balances of £2.6 million
(2013: £4.2 million) with £2.2 million external debt (2013: £2.3 million) due within one year. In the year ended 31 December
2014 the Group generated cash from operations of £2.8 million (2013: £2.4 million) . The Group has a wide diversity of customers
and suppliers across the healthcare, life sciences and biopharma sectors and, in the short term at least, demand for the Group's
products and services is relatively unaffected by changes in the global economy. In accordance with the guidance for Directors of
listed companies ‘Going Concern and Financial Reporting’ and, after making appropriate enquiries, the Directors have a reasonable
expectation that the parent company and the Group have adequate resources to continue in operational existence for the
foreseeable future. Accordingly, they continue to adopt the going concern basis in preparing the Annual Report and Accounts.

Greenhouse gas emissions
In line with UK mandatory reporting requirements as set out under the Companies Act 2006 (Strategic and Directors’ Reports)
Regulations 2013, set out below is our greenhouse (*CHG’) emissions report.

Source BioScience uses comparatively large amounts of electricity to maintain a range of environments in Stability and Bio Storage
services, and also maintains a large ultra-cold storage facility for our Life Science products.

The data reported here, in metric tonnes of carbon dioxide emitted (mtCO,e), will be used as baseline data for future comparisons
of GHG emissions and is also shown indexed to 2014 Group revenue.

Indexed GHG (mtCO,e /

Total GHG (thOze) £1m revenue
2014 2013 2014 2013
Emissions*
Scope 1: fuels, including natural gas and that used in company
owned vehicles for business miles, and refrigerants 155.1 102.0 6.1 5.2
Scope 2: electricity usage both in the UK and overseas 1519.0 830.7 59.5 42.5

Increases year on year are attributable to the activities of the enlarged Group.

* Emissions include those from all existing Source BioScience sites with the exception of our Oxford DNA sequencing laboratory which is fully
hosted by the University of Oxford and electricity usage is unmetered, and our Scottish DNA sequencing laboratory which is fully hosted by BioCity
Scotland and electricity is unmetered. Department for Environment Food and Rural Affairs (DEFRA) conversion factors were used to convert energy
use to GHG (http://www.ukconversionfactorscarbonsmart.co.uk).

Research and development

In order to further the Group's business objectives, it engages in research and development projects. During 2014, the nature
of this research and development was primarily focused on the development of diagnostic techniques for cancer and other
therapeutic areas; methodologies for the extraction and analysis of genomic material from fully consented clinical specimens
and the development of software products designed for both internal use and use by third parties. Dr Foden and Professor
Ellis (Medical Director and member of the senior management team) have very strong connections with the medical and health
research community.

Total research and development expenditure in the year was £158,000 (2013: £48,000).

Employees and equal opportunities

The Group places considerable importance on involving its employees in the evolution of the Group’s policies and procedures and
matters affecting them as employees. The Board strives to keep employees informed on such matters to the extent regulations
allow and good practice indicates. Participation of employees in contributing to the growth of the Group is encouraged through
meetings between management and staff who have an opportunity to discuss progress, plans, performance and issues affecting
them or the Group.

Source BioScience plc
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The Group has an equal opportunities policy under which Source BioScience is committed to ensuring that everyone should have
the same opportunities for employment and promotion based on their ability, qualifications and suitability for the work in question;
seeking excellence in employees through the implementation of recruitment, incentivisation, performance review, development and
promotion processes that are fair to all; and capitalising on the added value that diversity brings. Discrimination in the workplace

on the basis of age, gender, disability, ethnic origin, nationality, sexual orientation, gender reassignment, religion or belief, marital g

status and pregnancy and maternity is considered to be unacceptable. §
g

. . . >

Charitable and political donations 8

The Group made a charitable donation of £6,000 during the year (2013: £1,000), and no political donations (2013: £nil).

As part of its corporate and social responsibility activities, which the Group considers an important element of modern business,

and as a means of promoting sporting activity and academic achievement among young people, Source BioScience continues to

support local schools with the provision of free football kits, and more recently laboratory coats. Some of these schools have also

enjoyed a science-based visit to the head office facilities, as part of their school curriculum activities.

Supplier payments

The Group is committed to obtaining the best terms for all types of business. Consequently there is no single policy as to the terms

used. It is the Group’s policy to confirm the terms of payment with suppliers when agreeing the terms of the transaction to ensure

that suppliers are aware of these terms and abide by them. The number of days purchases represented by Group trade creditors at

31 December 2014 was 59 days (2013: 70 days).

Contractual relationships or other arrangements

The Group has a number of significant agreements with customers and suppliers. However none of these are considered to be

critical to the Group. The bank loans taken out for the purposes of the acquisition of Vindon (September 2013), include change

of control provisions.

Financial risk management

Details of the Group’s policy for the management of financial risk are given in note 29 to the consolidated financial statements.

Bribery Act

In response to the Bribery Act 2010, the Board continues to risk assess all the relevant procedures and processes, implementing

and reinforcing the Group’s Anti Bribery and Corruption Policy with employees, suppliers and customers.

Disclosure of information to auditor

The Directors who held office at the date of approval of this Report confirm that so far as they are each aware, there is no relevant

information of which the Group’s auditor is unaware, and each Director has taken all steps that ought to be taken as a Director to

make themselves aware of any relevant audit information and to establish that the Group’s auditor is aware of that information.

Fair, balanced and understandable

The Directors consider that this Annual Report and Accounts taken as a whole, is fair, balanced and understandable and provides

the information necessary for shareholders to assess the Group's performance, business model and strategy.

Auditor

In accordance with section 489 of the Companies Act 2006, a resolution for the re-appointment of KPMG LLP as auditor of the

Company is to be proposed at the forthcoming Annual General Meeting.

Corporate Governance

The Corporate Governance Statement on pages 30 to 32 forms part of the Directors’ Report.

By order of the Board
E
S

. ]

Dr Nick Ash £

Company Secretary §

1 Orchard Place 3

Nottingham Business Park g

Nottingham NG8 6PX :

28 Aprit 2015 §
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Corporate Governance Statement

Principles statement

The Board of Directors as a whole is collectively accountable to the Company’s shareholders for good corporate governance and is
committed to achieving compliance with the principles of corporate governance set out in the 2012 UK Corporate Governance Code
as issued by the Financial Reporting Council (‘*FRC").

The Board is pleased to report full compliance with the UK Corporate Governance Code for the year ended 31 December 2014 and
set out below is a statement of how the principles were applied.

Board of Directors

Board responsibilities

The Group is controlled through its Board of Directors. The Board’s main responsibilities are to provide leadership of the Company
and Group within a framework of controls for managing risk, to approve the strategic objectives and to ensure the necessary
financial and other resources are made available to enable the Group to meet those objectives. The Board, which meets
approximately ten times a year, has a schedule of matters reserved for its approval.

Specific responsibilities reserved to the Board include:

¢ setting Group strategy and approving an annual budget and medium term projections

reviewing operational and financial performance

approving major acquisitions, divestments and capital expenditure

reviewing the Group’s systems of financial control and risk management

ensuring that appropriate management development and succession plans are in place

reviewing the quality management, environmental and health and safety performance of the Group

approving appointments to the Board, appointment of the Company Secretary, policies relating to Directors’ remuneration
and the severance of Directors’ contracts

® ensuring that a satisfactory dialogue takes place with shareholders and

¢ approval of interim and annual financial statements

e o o o o o

Board composition
The Board of Directors currently comprises three Executive and three Non-Executive Directors. Biographical details of the Board of
Directors are set out on pages 24 to 25.

The roles of Chairman and Chief Executive Officer are separate and this is documented and reviewed annually. The Chairman
is responsible for leadership of the Board, ensuring its effectiveness and setting its agenda. It is the Chief Executive Officer’s
responsibility to ensure delivery of the strategic and financial objectives.

Between them, the Directors have a considerable breadth of experience and a range of complementary skills. Each brings an
independent judgement to bear on matters of strategy, performance, research and development, resources and standards
of conduct.

Appropriate training and resources are made available to assist the Directors in the discharge of their duties and each has access
to the advice and services of the Company Secretary. All Directors have access to independent professional advice at the expense
of the Company, where they deem it necessary to discharge their responsibilities as Directors. Each Director receives a full and
tailored induction on joining the Board.

Board papers contain sufficient information to enable the Directors to form a balanced overview of all significant matters to be
considered. Such papers are prepared and distributed in advance of the meetings at which these matters are to be discussed.
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Board and Committee meetings
The number of full scheduled Board and Committee meetings and the attendance records of each Director during the year is
indicated below.

e
Audit Remuneration Nomination E’
Board Committee Committee Committee [}
meetings meetings meetings meetings
Number held 10 3 2 1
Number attended
Mr Laurie Turnbull 10 3 2 1
Dr Nick Ash 10 — — —
Dr Nick Leaves 10 — — —
Mr Tim Metcalfe! (appointed 4 September 2014) 4 — — —
Dr Sue Foden 10 3 2 1
Mrs Pam Liversidge? (appointed 3 July 2014) 5 — — —
Mr Rob Bakewell (resigned 4 September 2014) 6 — — —
— Indicates not a member of that Committee during 2014
1 became a member upon appointment to the Board in September 2014
2 became a member upon appointment to the Board in July 2014
Commitment of the Chairman
Details of the Chairman’s professional commitments are included in his biography. The Board is satisfied that these other
commitments are not such as to interfere with the performance of his duties as Chairman of the Company which are based around
a commitment of approximately 50 days per annum.
Independence of Non-Executive Directors
The Board considers each of the Non-Executive Directors to be independent in character and judgement, none of whom:
* has been an employee of the Group within the last five years
® has, or has had within the last three years, a material business relationship with the Group
® receives remuneration other than Director’s remuneration
* has close family ties with any of the Group’s advisors, Directors or senior employees
® holds cross-directorships or has significant links with other Directors through involvement in other companies or bodies or
¢ represents a significant shareholder
* in addition, Mr Turnbull has not served on the Board for more than nine years from the date of his first election
¢ Dr Foden was appointed to the Board in 2003 and has served eleven years since the date of her first election. To apply best
practice, she will offer herself for re-election at the next Annual General Meeting and annually thereafter as described on page 26
Evaluation of the Board and its Committees
The Board has established a formal process, led by the Chairman, for the annual evaluation of the performance of the Board, its
principal Committees and individual Directors. The Senior Independent Non-Executive Director conducts the annual performance
evaluation of the Chairman, taking into account the views of all Directors.
Dialogue with key shareholders
The Directors seek to build on a mutual understanding of objectives between the Group and its key shareholders, in particular by
communicating regularly throughout the year and encouraging them to participate in the Annual General Meeting, which all the
Directors normally attend. The Non-Executive Directors are available to meet with shareholders, should this be desired, and each
communicates regularly with the Group’s financial advisor and broker. The Chairman ensures that the views of shareholders are §
communicated to the Board as a whole. §
Q
[
The Board has made disclosures regarding the Group's strategy, objectives, resources, risks and financial performance and position _-§
within the Business Review as set out on pages 10 to 23. , g
8
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Corporate Governance Statement continue

Committees of the Board
Certain Board responsibilities are delegated to Committees of the Board.

Senior Management Team

The senior management team comprises the Executive Directors together with the divisional and functional heads. The senior
management team is chaired by Dr Ash and normally meets once a month to discuss the performance of the Group’s business units
and other issues as they arise in the course of the Group's activities.

The Board has delegated the following responsibilities to the senior management team:

* implementation of the strategies and policies of the Company as determined by the Board

¢ development and recommendation of strategic plans for consideration by the Board that reflect the longer term objectives
and priorities established by the Board

¢ monitoring of the operational and financial results against plans and budgets

* prioritising the allocation of financial, technical and human resources and

¢ developing and implementing risk management systems

Audit Committee
The work of the Audit Committee is addressed in more detail on pages 33 to 36 by its Chairman, Mr Turnbull.

Remuneration Committee
The work of the Remuneration Committee is addressed in more detail on page 51 by its Chairman, Dr Foden.

Nomination Committee

Source BioScience recognises the importance of diversity in the board room and currently has Dr Sue Foden as its Senior
Independent Non-Executive Director. Mrs Pam Liversidge was appointed to the Board as a Non-Executive Director during the year.
The importance of achieving an appropriate gender balance throughout the Group is also recognised; the senior management team
currently comprises ten members, two of whom are women.

The Nomination Committee has not set, and does not intend to set, a specific target for the number of female members on the
Board and wish to continue to appoint the best candidate available for any particular role. However, in setting the criteria for
selection of candidates, for both executive and non-executive roles, the Group is conscious that it is possible to inadvertently
discourage the successful candidacy of women and intends to bear this in mind for all future appointments and to continue to have
regard to the benefits of diversity, including as to gender.

Role of the Nomination Committee
The Nomination Committee recommends the appointment of new Directors to the Board and makes recommendations on Board
composition and balance. The Nomination Committee meets as often as necessary to fulfil this function.

The terms of reference of the Nomination Committee have been documented and agreed by the Board of Directors and are
available from the Company Secretary. The key terms are as follows:

® to review and evaluate the Board structure, size, balance of skills and composition and to make recommendations to the Board
with regard to adjustments that are deemed necessary .

® consider succession planning for Directors, in particular the Chairman and Chief Executive Officer, other senior management and
membership of Audit and Remuneration Committees and

® prepare a description of the roles and capabilities required for a particular appointment, and be responsible for identifying and
nominating candidates for approval of the Board to fill Board vacancies

Composition of the Nomination Committee
The Nomination Committee comprises Dr Foden (Committee Chairman) and Mr Turnbull.
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Audit Committee Report

Laurie Turnbull
Non-Executive Director and Chairman
of the Audit Committee

The responsibilities and work carried out by the Audit Committee in the year under review are set out in the following report.

Composition and governance

The Committee comprises the two independent Non-Executive Directors, Mr Laurie Turnbull (Chairman of the Committee) and
Dr Sue Foden who, collectively, have the skills and experience required to fully discharge their duties. Mr Turnbull meets the
requirements of recent and relevant financial experience.

The Chief Executive Officer and Group Finance Director also generally join at least part of Audit Committee meetings
by invitation.

The Committee Chairman may call a meeting at the request of any member or the Company’s external auditor. The Audit
Committee meets privately with the external auditor at least twice a year. The external auditor has direct access to the Chairman of
the Committee outside of formal Committee meetings.

The Audit Committee meets at least three times a year. The primary role of the Committee, which reports its findings to the
Board, is to ensure the integrity of the financial reporting and audit process and the maintenance of sound internal control and risk
management systems. It is responsible for monitoring and reviewing:

* the integrity of the Group’s financial statements and any formal announcements relating to its financial performance
¢ the Group’s internal financial controls and internal control and risk management systems
¢ the effectiveness of the external audit process and making recommendations to the Board on the appointment,
re-appointment- and removal of the external auditor
® policy on the engagement of the external auditor to supply non-audit services
 taking specific responsibility for certain key areas of risk management to support the Board’s role in overseeing a business wide
' approach to risk identification, management and mitigation )

Its terms of reference are available on request from the Company Secretary.

The Audit Committee is entitled to obtain, at the reasonable expense of the Company, such external advice as it sees fit on any
matters falling within its terms of reference.
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Audit Committee Report cntines

Activities during 2014
The Audit Committee met on three occasions during 2014. The meetings of the Committee coincided with key dates in the financial
reporting and audit cycle. The external auditor, KPMG LLP, attended two of the meetings.

The Audit Committee discharged its responsibilities by:

® reviewing the Group’s draft financial statements and half year report prior to Board approval and reviewing the external auditor’s
detailed reports thereon and also reporting to the Board the significant issues that the Committee considered in relation to the
financial statements and how those issues were addressed, having regard to matters communicated to it by the auditor

¢ reviewing the appropriateness of the Group’s accounting policies

® reviewing and approving the audit fee and reviewing non-audit fees payable to the Group’s external auditor in accordance with
the policy it has adopted

* reviewing the external auditor’s plan for the audit of the Group's accounts, which included key areas of focus on the accounts,
confirmations of auditor independence and the proposed audit fee

® reviewing an annual report on the Group’s Risk Management Framework and system of internal control, assessing its
effectiveness and reporting to the Board on the results of the review

® assisting the Board with overseeing a business wide approach to risk identification, management and mitigation

® reviewing the arrangements by which staff of the Company may, in confidence, raise concerns about possible improprieties
in matters of financial reporting or other matters

Financial reporting and significant areas of judgement
The Audit Committee reviewed a wide range of financial reporting and related matters in respect of the Company’s half year and
annual results statements and the Annual Report prior to their consideration by the Board.

Reports highlighting key accounting matters and significant judgements were also received from KPMG LLP in respect of the year
end financial statements and discussed by the Committee. In particular, these included the significant judgement areas of the
impairment of goodwill and revenue recognition.

Impairment of goodwill

Under IFRS, goodwill arising on acquisitions is tested for impairment at each reporting date based on projected cash flows
discounted to calculate their net present value. Details of the assumptions used in these valuations are set out in note 9 on
pages 83 to 84.

The Committee examined the cashflow projections for each of the Group's cash generating units and reviewed the discount rates
used in the calculations. Each of these components were discussed with KPMG LLP. The Committee concluded that with increasing
profitability forecast for each of the cash generating units, there was headroom in the impairment test valuations and was
therefore comfortable that no impairment was required.

Revenue recognition

The Group has multiple income streams and for a number of the services the Group offers, payment may be received from
customers in advance of the service being delivered. For example, this is the case for the Group’s DNA sequencing service where
a significant number of customers elect to purchase pre-paid DNA sequencing vouchers which they can redeem to access the
Group’s sequencing service at a date in the future. Under IFRS, revenue should be only recognised when the service is delivered
and this may be after payment has been received, for example when the customer has purchased pre-paid vouchers. Owing to
the significant number of pre-paid vouchers sold, and the significant number of individual transactions arising from the service, an
assessment is made every month of the rate of voucher redemptions and the likely rate of future voucher redemption and non-
redemption. This assessment is based on significant transactional history dating back a number of years. This enables management
to estimate the quantum of the deferred income creditor that should be accounted for as a liability and the revenue that can be
recognised from voucher redemptions and anticipated non-redemptions. The Committee has examined the estimates used in the
calculations and discussed these with KPMG LLP. The Committee concluded that the estimates used, based on historic activity and
assumptions as to future customer activity, were reasonable and concluded that revenue is recognised appropriately.
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Analysis to support the going concern statement given on page 28 was also reviewed with the Committee receiving reports from
management on this matter.

Following consideration of the matters presented to it and discussion with both management and KPMG LLP, the Committee was
satisfied that the significant judgements made were justified and that the financial reporting disclosures made were appropriate.

Governance

External auditor

Audit and non-audit fees

The Audit Committee is responsible for ensuring that an appropriate relationship between the Group and the external auditor is
maintained, including reviewing non-audit services and fees. It has developed and implemented a policy on the supply of non-
audit services by the external auditor to ensure their continued objectivity and independence. The Committee is satisfied that the
provision by KPMG LLP of non-audit services currently provided does not impair their independence or objectivity.

The Audit Committee has approved the range of services that may be provided by the external auditor. These include taxation
compliance services and transaction due diligence advisory services on projects. Subject to approved authorisation limits, the
services require prior authorisation from either the Chief Executive Officer or the Chairman of the Audit Committee or the full Audit
Committee. The Committee is satisfied that the majority of the tax services supplied by KPMG LLP during the year were compliance
related and did not impair their independence.

During 2014 the fees for non-audit services amounted to £54,000 compared with the audit fee of £76,000.

Auditor independence ‘

The Committee received and reviewed written confirmation from the external auditor on all relationships that, in their judgement,
may bear on their independence. The external auditor have also confirmed that they consider themselves independent within the
meaning of UK regulatory and professional requirements.

The UK Corporate Governance Code has recommended that companies in the FTSE 350 index put their external audit contract

out to tender at least every ten years. The Committee has considered this recommendation and, to adopt best practice, it has
recommended to the Board that the external audit contract be put out to tender when the current audit partner is due to rotate
out of the post in 2017. Mindful of Financial Reporting Council advice on the impracticality of all companies conducting a tender
exercise at the same time, the precise timing of this exercise will be kept under review and may, indeed, be conducted at any time
prior to 2017.

Performance and effectiveness

The performance and effectiveness of the external auditor was formally reviewed by the Committee taking into account the views
of Directors and senior management on such matters as independence, objectivity, proficiency, resourcing and audit strategy and
planning. The Committee concluded that the performance of the external auditor remained satisfactory following the review. The
performance of the external auditor will continue to be reviewed annually. The Committee has recommended to the Board that
KPMG LLP should be appointed as the Company’s external auditor for the next financial year. Following this recommendation,

the Board is proposing what effectively amounts to the re-appointment of the external auditor to shareholders at the Annual
General Meeting.
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AUdIt Committee Report continued

Internal control and risk management systems

In applying Principle C.2 of the UK Corporate Governance Code, which states that the Board should maintain a sound system

of internal control to safeguard shareholders’ investment and the Group’s assets, the Directors recognise that they have overall
responsibility for ensuring that the Group maintains a system of internal control and risk management to provide them with
reasonable assurance regarding effective and efficient operations, internal control and compliance with laws and regulations. The
system of internal control and risk management is designed to manage rather than eliminate the risk of failure to observe business
objectives and can only provide reasonable and not absolute assurance against material misstatement or loss.

The Group views the careful management of risk as a key management activity. Managing business risk to deliver opportunities is
a key element of all activities.

The Directors have continued to review the effectiveness of the Group’s system of internal controls, including strategic,
commercial, operational, compliance and financial controls and risk management systems. These reviews have included an
assessment of internal controls, and in particular internal financial controls, management assurance of the maintenance of control
and reports from the external auditor on matters identified in the course of its statutory audit work. The Directors believe that
the Company maintains an effective embedded system of internal controls and complies with the Financial Reporting Council’s
Guidance to Directors on the UK Corporate Governance Code. Procedures are in place to take action if any significant failings or
weaknesses are identified in the Board’s review of internal controls.

There is a clearly defined organisational structure. The Group operates a comprehensive annual planning and budgeting process.
Corporate objectives are defined at the start of each year and cascaded throughout the organisation. The performance of each part”
of the business is reviewed by the senior management team and the Board. Corrective actions are taken where performance does
not meet internal expectations.

The Group does not have an independent internal audit department and this is not unusual for a Group of this size, scale and
complexity. It is felt that the financial record keeping is robust and capable of highlighting significant departures from procedures.
Other areas of risk review and management that may normally be conducted by an internal audit department are covered by the
Board and its Committees as highlighted above in this Audit Committee Report.

Laurie Turnbuli

Non-Executive Director and Chairman of the Audit Committee
On behalf of the Board of Directors

28 April 2015
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Directors’ Report on Remuneration

Dr Sue Foden
Non-Executive Director and Chairman
of the Remuneration Committee

This report sets out details of the Remuneration Policy for Executive and Non-Executive Directors, describes how the Remuneration
Policy is implemented and discloses the amounts paid relating to the year ended 31 December 2014.

The Remuneration Policy Report on pages 41 to 50 will be put to shareholders for approval in a binding vote at the Annual
General Meeting on 11 June 2015. The formal Effective Date of the policy will be from the date of the approval by shareholders
at the Annual General Meeting. The Annual Report on Remuneration on pages 51 to 61, which describes how policy has been
implemented in the year under review will be subject to an advisory vote at the Annual General Meeting.

This report is made by the Board and prepared on its behalf, and for its approval, by the Remuneration Committee. It provides the
Company’s statement of how it has applied the principles of good governance as set out in the UK Corporate Governance Code
and those required by the Companies Act 2006 and the Large and Medium-sized Companies and Groups (Accounts and Reports)
Regulations 2008 (the ‘2008 Regulations’).

Further, the Directors’ Remuneration Report Regulations require the Company’s auditor to report to the Company’s members on
the ‘auditable part’ of the Directors’ Report on Remuneration and to state whether in their opinion that part of the Report has been
properly prepared in accordance with the Companies Act 2006 and the 2008 Regulations. This Report has therefore been divided
into sections for audited and unaudited information.

ANNUAL STATEMENT BY THE CHAIRMAN OF THE REMUNERATION COMMITTEE
I am pleased to present the Remuneration Committee’s report outlining our future remuneration policy and providing details of the
remuneration of the Directors for the year ended 31 December 2014.

As last year, the Directors’ Report on Remuneration includes a Policy Report, setting out our remuneration policy, and an Annual
Report on Remuneration, setting out how we went about implementing existing policy over the year to 31 December 2014 and how
we intend to implement policy in the future.

Context to the Remuneration Committee’s decisions
2014 has been another year of significant progress for the Company. A key focus for 2014 was concluding the integration of the
Inverclyde Biologicals and Vindon businesses, both acquired during 2013, and this has been delivered to plan.
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Directors’ Report on Remuneration e

These two transactions were important steps in accelerating the growth and expansion of the Group. The rapid integration of these
businesses has enabled the Company to leverage the portfolio benefits and new commercial channels that the acquisitions provided.
Through these acquisitions the Group has added high quality, high margin clinical grade serology products to the Healthcare portfolio
and accelerated the penetration of the very substantial US life science research and biopharma markets.

With regard to the Group’s longer term performance, 2014 has seen another year of financial improvement demonstrated by the key
performance indicators of operating profit and EBITDA.

2014 remuneration decisions

The Remuneration Committee continually reviews the senior executive Remuneration Policy to ensure that it can retain and motivate
senior managers and Executive Directors, ensuring that the future growth of the Group can be delivered against its strategic goals.
Against the backdrop of our evolving and developing business along with the current environment around executive pay, the
Remuneration Committee has completed a review of the Company’s current remuneration framework to Executive Directors and
senior managers.

The key principles for the Committee when conducting the review was to ensure that the remuneration framework at Source
BioScience provides focus on pay for performance and alignment of our Executive Directors and senior managers to the business
strategy and long-term value creation for shareholders. To deliver these principles, the Committee is proposing amendments to
certain elements of our existing Remuneration Policy, in particular to:

* increase the annual bonus opportunity to 100% of salary to ensure the maximum opportunity for our Executive Directors remains
in line with market norms

* introduce a three year lock in for any annual bonus earned above 50% of salary which will be paid in shares, to foster greater
alignment of the Executive Directors with shareholders and to bring the annual bonus structure in line with prevailing practice in
FTSE listed organisations and

* amend the current long-term incentive structure such that it better supports the business strategy of Source BioScience through
the next stage of our development

Further details of the proposed amendments are outlined in the following section of this letter.
Other key decisions made by the Remuneration Committee include:

* basic salary increases of 3.5% for Executive Directors (with effect from 1 January 2015), consistent with the performance-related
salary increases awarded to Group employees and

* the approval of annual bonus payments of £80,000 in aggregate for the Executive Directors for the year ended 31 December 2014

In terms of risk, the Committee is comfortable that the current arrangements do not encourage undue risk-taking. The proposed
amendments to introduce the Long-Term Incentive Plan ('LTIP") ensure we continue to deliver a substantial proportion of reward
based on long-term performance and also ensure alignment between our Executive Directors and shareholders.
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Proposed amendments to the Remuneration Policy
As highlighted above, following the review, the Committee concluded to make certain amendments to the existing
remuneration structure.

The proposed amendments to the Remuneration Policy and the principles which the Committee considered in structuring the
proposed changes are:

Governance

a) provide greater alignment of our Executive Directors to the long-term development and growth of Source BioScience through the:
* introduction of a three year lock in for the element of the annual bonus earned above 50% that will be paid in shares. The
maximum element paid in shares will be 50% of salary
* introduction of a shareholding requirement such that, over 5 years, the Executive Directors build up and retain a shareholding
of at least 100% of salary
These changes which will see our Executive Directors build and then maintain a greater shareholding in the Company and will
promote greater alignment of Executive Directors with shareholder interests over the long-term.
b) ensure greater link between the remuneration of the Executive Directors and senior managers to shareholder value creation via
amendment to the long-term incentive structure through:
* changing the delivery of the existing long-term incentive from a market priced Share Option Plan to performance shares under
a new LTIP under which awards of nil cost options vest after three years contingent on the Company’s performance against key
financial metrics
* the vesting of awards made under the new LTIP will be contingent on the achievement of financial metrics that are the key
drivers sustaining performance of the Company and the creation of value for shareholders. These financial metrics, PBT and
EBITDA against targets, provide an assessment of profitable growth in the Company

These proposed changes will bring the Company in line with the market standards around incentive design where share options
are becoming less prevalent. In addition, the introduction of the Company’s key financial metrics as the drivers for vesting of the
long-term incentive structure which were not part of the share option arrangements will better align management incentives and
shareholder reward.

¢) develop a long-term incentive structure which is fit for purpose and reflects best practice in UK corporate governance by:
* embedding clawback and malus provisions to the annual bonus and long-term incentives structures for Executive Directors and

senior managers

This provides a further safeguard to shareholders around our pay-for-performance message reflecting the Company’s desire to be
aligned to evolving best practice corporate governance in this area.
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2015 Long-Term Incentive Plan (2015 LTIP)
The 2015 LTIP is designed to support our drive for superior long-term financial performance and shareholder returns, aid retention
and align the interests of Executive Directors with shareholders.

A key element of our amended Remuneration Policy is the 2015 LTIP. The key terms of the plan are summarised in the following table:

Element New Policy summary description Incentive opportunity Summary of changes from old Policy
Long-terrh Performance share awards, to be Initial award of up to 200% Market priced options removed and
incentives granted as nil-cost options, will be of salary under the proposed replaced with award of performance shares.

made annually and will vest subject new LTIP
to the achievement of PBT and
EBITDA measures at the end of a
three year period

New clawback and malus provisions
On-going annual award, after  introduced along with a shareholding
the initial award, to be 100% requirement of 100% of salary

of base salary

The Committee will retain
discretion in exceptional
circumstances to make
awards up to 200% of salary

Operation It is proposed that for the initial award under the 2015 LTIP there is an enhanced award for selected individuals
of first of up to 200% of base salary. This enhanced award is for individuals who were not provided an award of share
award to options in respect of 2014 and to act as a tool to retain and motivate members of the management team under
be made this LTIP structure

in 2015

The proposed performance measures will be closely aligned to the business strategy with 50% of the award based
on PBT and 50% of the award based on EBITDA

The vesting level is 25% for the achievement of Threshold performance and 100% at Maximum

The Remuneration Committee is committed to ensure that the performance targets for the LTIP are set at stretching
levels, such that the executives are incentivised and rewarded for growing the Company and delivering value to
our shareholders

Further details of the 2015 LTIP are set out in the Notice of Meeting accompanying this report.

Alignment and dialogue with shareholders

In formulating our Remuneration Policy, the Remuneration Committee has observed good governance guidelines and requirements,
the needs of the business in maintaining competitive and incentivising remuneration along with the views of shareholders and
shareholder representative bodies.

We have consulted with major shareholders and shareholder representative bodies over the proposed amendments to the
Remuneration Policy. The Committee has also sought advice and guidance from external, independent remuneration consultants, PwC.

At the 2014 Annual General Meeting, we were pleased that over 99.9% of shareholders voted to approve last year’s Directors’ Report
on Remuneration.

I look forward to your support of our amended remuneration policy and the introduction of the 2015 LTIP at the 2015 Annual
General Meeting.

On behalf of the Board

bl
Dr Sue Foden

Senior Independent Non-Executive Director and
Chairman of the Remuneration Committee
28 April 2015
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POLICY

This part of the Directors’ Report on Remuneration sets out the remuneration policy for the Company and has been prepared

in accordance with the Large and Medium-sized Companies and Groups (Accounts and Reports) (Amendment) Regulations 2013

(the *2013 Regulations’). The policy has been developed taking into account the principles of the UK Corporate Governance Code
and the views of our major shareholders and describes the policy to be applied in relation to the current financial year and future
financial years.

Governance

The Policy Report will be put to a binding shareholder vote at the 2015 Annual General Meeting and, subject to it receiving majority
shareholder support, it will be effective immediately for the purposes of complying with the 2013 Regulations. The Committee intends
to apply the policy detailed in the Policy Report from the beginning of the current financial year.

Overview of Remuneration Policy

The Group’s remuneration policy is to ensure that the remuneration of Executive Directors and senior managers properly reflects
their duties and responsibilities and is sufficient to recruit, retain and motivate high-quality executive talent, taking into account their
geographical location and the territories which their responsibilities cover, whilst aligning their interests as closely as possible with
the interests of shareholders. The remuneration of the Executive Directors has been structured to provide a significant performance-
related element linked to the achievement of stretching performance targets. The Committee keeps the Company’s remuneration
policy under review to ensure that an appropriate balance between fixed and variable remuneration is maintained.

More generally, the Committee also takes into account the principles of sound risk management when setting reward and takes
action to satisfy itself that the remuneration structure does not encourage undue risk.

There are four main elements of the remuneration for Executive Directors and senior managers:

e basic annual salary

e other customary benefits such as pension contributions, private medical insurance, permanent heaith insurance and, in certain
situations, company car benefits

annual performance-related remuneration which is delivered as a combination of cash and shares
* jong term incentive arrangements in the form of performance shares under the LTIP

The policies relating to each of the main components of Executive Directors’ remuneration are summarised in the tables overleaf:
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Salary

Purpose and link to strategy

To provide competitive fixed remuneration that will attract, retain and motivate high
quality key employees and reflect their experience, duties and geographical location

Operation

Reviewed annually

Benchmarked periodically against relevant market comparators as appropriate, including
companies of a similar international reach and complexity

Individual pay levels determined by reference to performance, skills and experience
in post

Consideration given to the pay levels in the country in which the Executive Director lives
and works and the wider salary increases across the Group more generally

Maximum opportunity

Salaries for the year ended 31 December 2015, effective 1 January 2015, are as follows:

e Chief Executive Officer £165,600
¢ Chief Operating Officer £134,700
® Group Finance Director £100,000

These salary levels will be eligible for increases during the three-year period that the
Remuneration Policy operates

During this time, salaries may be increased each year. The Committee will be guided by
general economic conditions and the salary increase budget set for the Group

Increases beyond those linked to the workforce (in percentage of salary terms)

may be awarded in certain circumstances at the Board’s discretion (based on the
recommendation of the Committee) such as where there is a change in responsibility,
experience or a significant increase in the scale of the role and/or size, value and/or
complexity of the Group and/or where comparator data suggest this is required

Framework used to assess performance
and for the recovery of sums paid

The Committee considers individual salaries at its appropriate Committee meeting each
year taking due account of the factors noted in operation of the salary policy

Source BioScience plc
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Benefits

Purpose and link to strategy

To provide competitive benefits in line with market practice

Operation

The Company typically provides the following benefits:

® car allowance

® permanent health insurance
® private medical insurance

® death in service cover

¢ other ancillary benefits, including relocation expenses/arrangements (if circumstances
justify this on a case by case basis)

Where revised benefits are offered to employees more generally within a geographic
location or across the Group, Executive Directors are likely to be eligible to receive
those benefits

Maximum opportunity

In the year ended 31 December 2014, the maximum cost of providing benefits (based
on taxable value of the benefits) was 12% of salary in total. However, the cost of some
of these benefits is not pre-determined and may vary from year to year based on the
overall cost to the Company in securing these benefits for a population of employees
(particularly permanent health insurance, private medical insurance and death in
service cover)

Framework used to assess performance
and for the recovery of sums paid

None

Pension

Purpose and link to strategy

To provide a market competitive, yet cost effective, long term retirement benefit

Operation

A Company contribution to a defined contribution scheme

Maximum opportunity

Company contributions of up to 12% of salary

Framework used to assess performance
and for the recovery of sums paid

None

Governance
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Annual Bonus

Purpose and link to strategy

To incentivise annual delivery of performance objectives relating to the short term goals
of the Company

Operation

Up to 50% of salary will be paid in cash. Any bonus in excess of 50% of salary will
be granted as shares subject to a three year lock in period. There are no further
performance targets on the element paid in shares

Annual bonus awards are awarded primarily against performance on a sliding scale
against challenging profit-based and EBITDA-based targets, against targets related to
the Company’s other key performance indicators (e.g. turnaround times for delivery of
key components of the service and products portfolio) in addition to the achievement
of personal performance objectives. The Committee adjusts these targets each year to
ensure there is alignment with the Group’s strategic objectives

Malus and clawback arrangements will apply to the annual bonus compliant with the FRC
UK Corporate Governance Code

Maximum opportunity

100% of salary

Participants may be entitled to dividends or dividend equivalents on the bonus shares
representing the dividends paid during the lock in period

Framework used to assess performance
and for the recovery of sums paid

Details of the performance measures used for the bonus relating to the previous financial
year and performance against them, as well as targets set for the year under review, are
provided in the Annual Report on Remuneration

Bonus is determined based on performance against the Company’s key performance
indicators and paid following the approval of the Group’s audited results for the year
by the Board

The majority of the bonus will be earned on the basis of stretching profit-based and
EBITDA-based targets, this being specific and measurable

A proportion of the bonus may also be based on targets related to the Company’s
other key performance indicators (e.g. turnaround times for delivery of key components
of the service and products portfolio in addition to the achievement of personal
performance objectives)

Indicative targets for the bonus for the coming year are set out in this Directors’ Report
on Remuneration below, in so far as commercial sensitivity and good practice allow

No more than 25% of salary in total is earned at the threshold performance level
for each financial measure, with a graduated scale operating thereafter through to
maximum bonuses being earned for out-performance of the targets for the year
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Long-term incentives

Purpose and link to strategy

To drive superior long-term financial performance and shareholder returns, aid retention
and align the interests of Executive Directors with shareholders

Operation

An award of performance shares under the LTIP which vest after three years subject
to continued service (save in “good leaver” circumstances) and the achievement of
performance conditions

Maximum opportunity

Initial awards in 2015 under the LTIP will be up to 200% of salary
Thereafter, the on-going maximum opportunity will be 100% of salary per annum

In exceptional circumstances, the Committee has discretion to make awards up to 200%
of salary

Framework used to assess performance
and for the recovery of sums paid

The proposed performance measures for the LTIP awards to be made in 2015 are
equally weighted between PBT and EBITDA

25% vesting for both measures for “threshold” performance and 100% vesting for
“maximum” performance

The Committee has the discretion to adjust targets or performance measures for any
exceptional events that may occur during the year

The Committee will review and set weightings and targets before each grant to
ensure they remain appropriate and support the business strategy. The Committee
may change the balance of the measures or use different measures for subsequent
awards as appropriate

Share Ownership Guidelines

Purpose and link to strategy

To align interests of Executive Directors with shareholders

Operation

The shareholding guideline is 100% of basic salary

The Committee will encourage the Executive Directors to build up shares to this
guideline over a five year period and then subsequently hold a shareholding equivalent
to this guideline

The Committee will monitor progress towards the guideline on an annual basis

Framework used to assess performance
and for the recovery of sums paid

None

Governance
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Annual Bonus and LTIP

The Committee will operate the annual bonus and LTIP arrangements according to their respective rules and in accordance with the
Listing Rules and HMRC rules, where relevant. The Committee retains discretion, consistent with market practice, in a number of
regards to the operation and administration of these plans. These include the following (albeit with quantum and performance targets
restricted to the descriptions detailed in the policy table above):

e who participates

e the timing of grant of award and/or payment

e the size of an award and/or a payment

® performance requirements

e discretion required when dealing with a change of control (e.g. the timing of testing performance targets) or restructuring of
the Group

¢ determination of a “good"”/"bad leaver” for share option plan purposes based on the rules of each plan and the annual bonus and
the appropriate treatment chosen

¢ adjustments required in certain circumstances (e.g. rights issues, corporate restructuring, corporate transactions)

e the annual review of performance measures weighting and the targets for the annual bonus plan and share option plans from
year to year

The Committee also retains the ability to adjust the targets and/or apply different measures and alter weightings for the annual
bonus and LTIP arrangements if certain events occur (e.g. material divestment of a Group business) which cause it to determine that
the conditions are no longer appropriate and the amendment is required so that the conditions achieve their original purpose and are
not materially less difficuit to satisfy.

A bonus may be forfeit on cessation of employment in certain circumstances as outlined in “Directors’ service contracts and payments
for loss of office” on page 48.

Choice of performance measures and approach to target setting
The performance metrics that are used for the annual bonus awards are a subset of the Group’s key performance indicators.

Under the annual bonus, PBT and EBITDA are used as the primary performance metrics. Other metrics based on the Company’s
key performance indicators and achievement of personal performance objectives are also used to provide clear alignment with the
overarching strategy of achieving profitable, cash-generative growth.

Under the LTIP, PBT and EBIDTA are used as the performance metrics. PBT is the key profit metric for the Company while EBITDA
is considered a measure of the underlying cash generation of the business which together are the measures that are critical in
executing our business strategy, supporting our organic growth and acquisitions to deliver sustained value to our shareholders.

Targets are set based on sliding scales that take account of internal planning and external market expectations for the Company.
LTIP awards vest on delivering threshold performance levels, with maximum rewards requiring substantial out-performance of the
challenging plans approved at the start of each year.

Further details of the annual bonus metrics used for the year ended 31 December 2014 are set out in the Annual Report on
Remuneration. The targets relating to the annual bonus for the year ending 31 December 2015 are considered to be commercially
sensitive and will not therefore be disclosed in advance. They wili be disclosed in next year's Annual Report on Remuneration, along
with disclosure of performance against them and the payments resulting.

Differences in remuneration policy for Executive Directors compared with other employees
The Committee is made aware of pay structures across the Group when setting the remuneration policy for Executive Directors.

The workforce at Source BioScience is increasingly geographically diverse and so local salary budgets are often influenced by the
differing working conditions, regulations and economic conditions (including rates of inflation) in each location. As a resuit, when
determining basic salary increases, the Committee considers the general basic salary increase and prevailing conditions for the
country in which the Executive Director is based and, in addition, the general basic salary increase across the Group.

The key difference between Executive Directors’ remuneration and that of other employees is that, overall, the remuneration policy
for Executive Directors is more heavily weighted towards variable pay. Annual bonuses are available to all employees, but the
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percentage of salary opportunity is targeted at those with greater potential to influence performance. Performance targets, whilst
being in line with Group objectives, are tailored to incentivise employees against targets which are relevant to the business and role
in which they operate. As a result, the level of variable pay varies by level of employee within the Group and is informed by the
specific responsibilities of each role and local market practice as appropriate.

Governance

How the views of employees are taken into account

The Company does not actively consult with employees on executive remuneration. The Group has a diverse workforce operating
in different countries, with various local pay practices, which would make any cost-effective consultation impractical. However,
the Committee is made aware of overall pay and employment conditions in the wider workforce and takes this into account when
determining Executive Director and senior manager remuneration policy.

How the views of shareholders are taken into account

The Remuneration Committee considers shareholder feedback received in relation to the Annual General Meeting each year. This
feedback, together with any additional feedback received during any communications from time to time, is then considered as part of
the Company’s annual review of remuneration policy. '

Reward scenarios

The Company’s policy results in a significant proportion of remuneration received by Executive Directors being dependent on
Company performance. The chart below illustrates how the total pay opportunities for the Executive Directors vary under three
different performance scenarios: fixed only, on-target and maximum. When reviewing the chart, it should be noted that it has been
prepared based on the policy detailed above and ignores, for simplicity, the potential impact of future share price growth.

Assumptions:

* “Fixed only” is base salary, benefits and pension

e “On-target” assumes 62.5% payable of the 2015 annua!l bonus and 62.5% LTIP award
e “Maximum" assumes 100% payable of the 2015 annual bonus and 100% LTIP award

Salary levels (on which other elements of the package are calculated) are based on those applying on 1 January 2015. The value

of taxable benefits is based on the cost of supplying those benefits (as disclosed on page 43) for the year ended 31 December 2014.
The pension value is set at either 10% or 12% of the salary. Amounts have been rounded to the nearest £1,000. 2015 LTIP

awards will only be made after 1 April 2015 and provided that the Company is able to make such awards at such time. For the
purposes of the chart, it has been assumed that awards for maximum performance of 100% of salary are made and 62.5% of salary
for on-target performance.
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Recruitment and Promotion Policy
For Executive Director remuneration and/or promotion situations, the Committee will follow the guidelines outlined below:

Remuneration element Policy

Base salary Salary for a new hire (or on promotion to Executive Director) would be set at a level
sufficient to attract the best candidate available to fill the role, taking into account the
Group's position and strategy. For example, it may set the salary of a new hire at a
premium to those paid to the predecessor if this was necessary to attract a candidate with
experience in a business of the size which the Group aspires to become or, conversely,
could be set at a discount to those offered in companies of a similar size, geographical
reach and complexity initially, with a series of planned increases over subsequent years, in
order to bring the salary to the desired level, subject to individual performance

Benefits Benefits will be set in accordance with the Company’s remuneration policy. In addition,
where necessary, the Committee may approve the payment of relocation expenses to
facilitate recruitment and ensure flexibility is retained to pay for legal fees and other costs
incurred by the individual in relation to their appointment. Consideration may need to be
given to particular elements of benefit packages if a new Director was recruited outside of
the UK

Pension A defined contribution or cash supplement at the level provided to current Executive
Directors, again subject to particular considerations for a recruit from outside the UK

Annual Bonus The annual bonus will operate as outlined for current Executive Directors, with the
respective maximum opportunity, albeit usually pro-rated for the period of employment.
Depending on the timing and responsibilities of the appointment, it may be necessary to
set different performance measures and targets initially

The maximum ongoing incentive opportunity under the Company’s policy is 100% of salary

LTIP Awards LTIP awards will be granted in line with the policy outlined for the current Executive
Directors. An award may (and would usually) be made upon appointment (subject to the
Company not being prohibited from doing so). For an internal hire, existing awards would
continue over their original vesting period and remain subject to their terms as at the date
of grant and further awards may also be considered

The policy is to grant LTIP awards up to a maximum of 200% of salary on an exceptional
basis, and up to 100% of salary on an on-going basis

Directors’ service contracts and payments for loss of office
The policy of the Company is to have service contracts for all the Executive Directors that continue indefinitely unless determined by
their notice period.

The Committee’s policy is to set notice periods of up to 12 months for the Company to dismiss an Executive Director. Should notice
be served by either party, the Executive Director will be able to continue to receive basic salary and other emoluments (but not
bonus) for the duration of their notice period during which time the Company may require the individual to continue to fulfil their
current duties or may assign a period of garden leave.
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A bonus is only payable if the relevant Director is in the employment of Source BioScience on the date on which bonuses are paid
by the Company following the end of the relevant financial year (the “Payment Date”) and he has not given notice of intention

to leave employment. The Company’s policy in future years (including 2015), will include the ability for payments to be made to
Executive Directors on a pro-rata basis if the Director is a “good leaver” during the year: i.e. in certain prescribed circumstances,
such as ill health, injury or disability, redundancy, retirement, transfer or sale of the employing company, or other circumstances at
the discretion of the Committee. If the Company dismisses the Director on or after the final date of the financial year but before the
Payment Date (other than for reasons of gross misconduct) he will remain eligible to receive the bonus.

Governance

Executive Directors’ service contracts may be terminated without notice for certain events, such as gross misconduct. No payment or
compensation beyond sums accrued up to the date of termination will be made if such event occurs.

At the Company’s discretion, Executive Directors may receive a payment in lieu of notice. The payment in lieu of notice would relate
to the unexpired notice period and include base salary and other emoluments (but not bonus).

The default treatment for share option awards previously granted to an Executive Director will be determined based on the relevant
plan rules.

The default treatment of annual bonus shares is that they remain subject to malus and clawback and good/bad leaver provisions
during the lock in period.

The default treatment of LTIP awards will be for unvested awards to lapse on cessation of employment. However, in certain
prescribed circumstances, such as retirement, injury or disability, redundancy, transfer or sale of the employing company, or other
circumstances at the discretion of the Committee (reflecting the circumstances that prevail at the time) “"good leaver” status may

be applied. If treated as a “good leaver”, awards will remain subject to performance conditions, which will be measured over the
performance period from grant to the normal vesting date, and may be reduced pro rata to reflect the proportion of the performance
period actually served (although the Committee can decide not to pro rate if it considers it inappropriate to do so). The Committee
can also decide, in exceptional circumstances, to allow the award to vest on the date of cessation, subject to performance to that
date and pro rating.

In relation to the current Executive Directors’ service contracts, Dr Ash entered into a service agreement in August 2006 (as amended
in February 2007 following his becoming Chief Executive); Dr Leaves entered into a service agreement in June 2008 in respect of his

appointrent which commenced on 27 June 2008 and Mr Metcalfe entered into a service agreement in September 2014, in respect of
his appointment which commenced on 4 September 2014.

External appointments

The Committee recognises that Executive Directors may be invited to become Non-Executive Directors in other companies and that
these appointments can enhance their knowledge and experience to the benefit of the Company. It is the Company’s policy that
Board approval is required before any external appointment may be accepted by an Executive Director. The Executive Director is
permitted to retain any fees paid for such services.

None of the current Executive Directors holds any such remunerated external appointment.

Non-Executive Directors’ letters of appointment

Non-Executive Directors do not have service contracts but are appointed pursuant to letters of appointment renewable, usually, for
periods of three years. The appointment of the Non-Executive Directors may be terminated by either the Director or the Company
giving six months’ notice in writing or, in the case of the Chairman, 12 months’ notice in writing. Continuation of an appointment is
contingent on re-election by the shareholders as required by the Articles of Association. )

Mr Turnbull has a Iettér of appointment with the Company dated 23 November 2006 (updated 1 December 2013). Mr Turnbull’s
appointment is for a period of three years from 1 December 2013 which can be extended for a further three years upon expiry. The
appointment may be terminated at any time by either party giving to the other 12 months’ prior written notice. If the Company gives
notice it may, at its discretion, terminate the appointment with immediate effect by paying an amount in respect of the fee for the
notice period. Mr Turnbull’s appointment as Chairman will terminate forthwith and without any compensation for loss of office if he
is removed as a Director by resolution passed at a general meeting or if he ceases to be a Director pursuant to any provision of the
Articles of Association.
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Dr Foden has a letter of appointment with the Company dated 1 September 2003 (updated 1 September 2014). Dr Foden’s
appointment is for a period of one year from 1 September 2014. As Dr Foden will be entering her twelfth year on the Board, to
apply best practice she will offer herself for re-election at the next Annual General Meeting and will be subject to annual re-election
thereafter. The appointment may be terminated at any time by either party giving to the other six months’ prior written notice.

If the Company gives notice it may, at its discretion, terminate the appointment with immediate effect by paying an amount in
respect of the fee for the notice period. Dr Foden's appointment as Non-Executive Director will terminate forthwith and without any
compensation for loss of office if she is removed as a Director by resolution passed at a general meeting or if she ceases to be a
Director pursuant to any provision of the Articles of Association.

Mrs Liversidge has a letter of appointment with the Company dated 3 July 2014. Mrs Liversidge’s appointment is for a period of three
years from 3 July 2014 which can be extended for a further three years upon expiry. The appointment may be terminated at any time
by either party giving to the other 12 months’ prior written notice. If the Company gives notice it may, at its discretion, terminate

the appointment with immediate effect by paying an amount in respect of the fee for the notice period. Mrs Liversidge’s appointment
as Non-Executive Director will terminate forthwith and without any compensation for loss of office if she is removed as a Director by
resolution passed at a general meeting or if she ceases to be a Director pursuant to any provision of the Articles of Association.

Original appointment date Renewed from

Mr Laurie Turnbull ) 23 November 2006 1 December 2013 for 3 years
Dr Sue Foden 1 September 2003 1 September 2014 for 1 year
Mrs Pam Liversidge 3 July 2014 Not applicable

The policy on Non-Executive Directors’ fees is:

Fees

Purpose and link to strategy To provide a competitive fee which will attract those high-calibre individuals with the
relevant skills and experience necessary to contribute to a high performing board

Operation The fees for Non-Executive Directors (including the Chairman) are reviewed every year,
although not always changed

Fee levels are set by reference to the expected time commitments and responsibility and
are periodically market tested to determine if fee levels are in line with those offered in
companies of a comparable size, international reach and complexity for each role

The Chairman and Non-Executive Directors are paid an annual fee and do not participate
in any of the Company’s incentive arrangements or receive any pension provision (other
than through a salary-sacrifice type arrangement)

The Non-Executive Directors receive a basic fee, with additional fees payable for
chairmanship of the Company’s key committees
The Committee recommends the remuneration of the Chairman to the Board

The Chairman'’s fee is considered by the Remuneration Committee (during which the
Chairman has no part in discussions) and the Non-Executive Director’s fee is determined
by the Board excluding the Non-Executive

Maximum opportunity Fees for the year ended 31 December 2015 are:

¢ Chairman: £70,000 of which the Chairman has elected to receive £30,000 directly to
his personal pension plan

¢ Non-Executive Director base fee: £25,000 '

¢ Chairman of the Audit Committee: £5,000 (Mr Turnbuli)

e Chairman of the Remuneration Committee: £5,000 (Dr Foden)

The above fee levels will be eligible for increases during the three-year period that the
remuneration policy operates to ensure they continue to appropriately recognise the
time commitment of the role, increases to fee levels for non-executive directors in
general and fee levels in companies of a similar size and complexity

Framework used to assess performance  None
and for the recovery of sums paid
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ANNUAL REPORT ON REMUNERATION

This part of the Report has been prepared in accordance with Part 4 of the Large and Medium-sized Companies and Groups
(Accounts and Reports) (Amendment) Regulations 2013 and Rule 9.8.6R of the Listing Rules. The Annual Remuneration Report will
be put to an advisory shareholder vote at the 2014 Annual General Meeting. The information on pages 53 to 58 has been audited.

Unaudited Information

The Remuneration Committee

The Committee currently comprises the following Non-Executive Directors of the Company: Dr Sue Foden, Chairman of the
Committee and Mr Laurie Turnbull who were both members of the Committee throughout the year under review. Both of the
Committee members are considered by the Board to be independent.

The Chief Executive may be invited to attend meetings of the Committee. The Committee keeps itself informed of all relevant
developments and best practice in the field of remuneration and seeks advice where appropriate from external advisors. The Chief
Executive also assists the Committee, except in relation to his own remuneration. The attendance of each Director at meetings during
the year is shown on page 31.

The Committee continues to consider, in line with the Association of British Insurers’ Guidelines on Responsible Investment
Disclosures, whether the incentive policies for Executive Directors and senior managers raise any issues or risks by inadvertently
motivating irresponsible behaviour (with liaison between the Audit and Remuneration Committees where appropriate).

The Committee’s remit is set out in the terms of reference, a copy of which is available on request from the Company Secretary. In
2014, the Committee recommended to the Board the broad policy for the remuneration of the Chairman, the Executive Directors and
other senior managers.

External advisors

The Committee has authority to obtain the advice of external parties and independent remuneration consultants. It is solely
responsible for the appointment of remuneration consultants, their retention and termination and for approval of the basis of their
fees and other terms. During the year, the Committee has not sought paid-for advice from any external advisors.

Implementation of remuneration policy for the year ending 31 December 2015

Basic salary

The Executive Directors’ base salaries were reviewed during the final quarter of the financial year ending 31 December 2014.

The Committee took account of progression in the role as well as a consideration of each individual's developing responsibilities,
performance, skills and experience. The Committee also considered the wider pay levels and salary increases being proposed across
the Group as a whole and concluded that even though there has been significant change and growth across the Group, any change
to remuneration should be mainly reflected in the long term incentive arrangements rather than salary and bonus. As a result, the
Committee decided to increase the Executive Directors’ salaries by 3.5% with effect from 1 January 2015.

Salary as at Salary as at

1 January 1 January

2015 2014
£'000 £'000 % increase
Dr Nick Ash, Chief Executive Officer 165,600 160,000 35
Dr Nick Leaves, Chief Operating Officer 134,700 130,000 3.5
Mr Tim Metcalfe, Group Finance Director (appointed 4 September 2014) 100,000 n/a n/a
Mr Rob BakeWeII, Finance Director (resigned 4 September 2014) ' n/a 80,000 n/a

The increase awarded to the Executive Directors took due account of the performance-related salary increases awarded to Group
employees and the Group's policy objective of offering base salaries that are in line with those offered by companies of a similar size,
international reach and complexity.
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Pension and benefits
Executive Directors receive a car allowance, private medical insurance, permanent health insurance, death in service cover and a
Company pension contribution of up to 12% of salary.

Annual Bonus
In 2015, the Executive Directors will again be eligible to receive a performance-related bonus of up to 100% of salary with the
metrics and opportunity composed as follows:

Opportunity
Metric (% salary)
PBT * 50%
EBITDA ** 50%

* PBT is profit before tax adjusted for non-recurring items and amortisation of acquired intangible assets.
*x EBITDA is profit after tax adjusted for taxation, finance costs, depreciation, amortisation, share based payment charge and non-recurring items.

In line with the policy detailed in the Policy Report, the bonus targets operating for the year ending 31 December 2015 will be
structured on a graduated scale around targeted levels of performance. In relation to the profit element of a bonus (maximum of
50% of salary), the bonus payable at the threshold performance level is 12.5% of salary through to a maximum bonus being earned
at up to 50% of salary in relation to delivering performance ahead of the Company’s target. In relation to the EBITDA element of the
bonus (maximum of 50% of salary), the bonus payable at the threshold performance level is 12.5% of salary through to a maximum
bonus being earned at up to 50% of salary in relation to delivering performance ahead of the Company’s target. Up to 50% of
salary will be paid in cash. Any bonus in excess of 50% of salary will be granted as shares subject to a three year lock in period. As
was the case with the bonuses for the year ended 31 December 2014, the annual bonus for the year ended 31 December 2015 wili
also be subject to clawback provisions which will enable the Committee to recover the value overpaid to an Executive Director in
respect of 2015 performance in the event of a material misstatement of the Company's financial results or misconduct that leads to
such material misstatement or if an error is made in assessing the extent to which any target and/or any other condition imposed

on the bonus was satisfied. The specific targets set are considered by the Committee to be commercially sensitive and will not be
disclosed in advance of the 2015 report. Disclosure of the targets, along with performance against them and payments resulting, will
be provided on a retrospective basis in next year's Annual Report on Remuneration. Bonuses for Executive Directors are subject to
provisions allowing for payment, on a pro rata basis, to "good leavers” during the year as outlined above.

Long-Term Incentive Plan
Subject to the approval of the proposed Remuneration Policy, the proposed awards to be made to Executive Directors under the LTIP
are as follows:

Operation and potential value Performance metrics used, weightings and time period applicable

Maximum value of up to 200% of salary based on the market ~ The proposed performance measures will be closely aligned to the
value at the date of grant set in accordance with the rules of business strategy with 50% of the award based on PBT and 50%
the Plan. of the award based on EBITDA.

The proposed grants for the Executive Directors in the first year The vesting level is 25% for the achievement of Threshold
only of the Plan as a percentage of salary are: performance and 100% at Maximum.

® Dr Ash — up to 200%

* Dr Leaves - up to 200%

® Mr Metcalfe — up to 200%

It is proposed that for the initial award under the 2015 LTIP there is an enhanced award for selected individuals of up to 200% of
base salary. This enhanced award is for individuals who were not provided an award of share options in respect of 2014 and as a tool
to retain and motivate members of the management team under this LTIP structure.
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Non-Executive Directors’ remuneration
Non-Executive Directors are not eligible to participate in short or long-term incentive arrangements or to receive any Company

pension contributions. §
[1-]
During the year under review, the remuneration of the Non-Executive Directors was reviewed by the Board (without the Non- g
Executive Directors participating in the review of their own remuneration) and was maintained at the same level as in previous é
years. For the year ending 31 December 2015 the Chairman will be paid a fee of £75,000 which includes £5,000 for chairing the
Audit Committee.
Audited information
Table 1 Analysis of individual Directors’ emoluments
Year ended 31 December 2014
Annual incentives
Fees & Taxable Annual Share
salary benefits! bonus? options? Pension* Total
£'000 £000 £'000 £'000 £'000 £'000
Executive
Dr Nick Ash 160 14 40 — 19 233
Dr Nick Leaves 130 15 32 — 16 196
Mr Tim Metcalfe’ 33 4 8 ) — 3 48
(appointed 4 September 2014)
Mr Rob Bakewell® 53 4 — — 4 61
(resigned 4 September 2014)
Non-Executive
Mr Laurie Turnbull’ 45 — — - 30 75
Dr Sue Foden? 30 — — - — 30
Mrs Pam Liversidge® 13 — — - — 13
(appointed 3 July 2014)
Mr Bakewell received £122,000 compensation for loss of office.
Year ended 31 December 2013
Annual incentives
Fees & Taxable Annual Share
salary benefits* bonus? options? Pension* Total
£'000 £000 £000 £'000 £'000 £'000
Executive
Dr Nick Ash 155 14 35 15 19 238
Dr Nick Leaves 126 14 25 15 15 195
Mr Rob Bakewell 75 7 5 4 6 97
Non-Executive
Mr Laurie Turnbull 45 — — — 30 75
Dr Sue Foden 30 — — — - 30
£
5
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! Taxable benefits

Taxable benefits are a car allowance, death in service insurance and health insurances for the Director and his spouse/children under
age 21. In relation to the benefits detailed in the above table, the benefit which is considered to be significant in value terms is the
provision of a car allowance, which is limited to an annual amount of £12,600 for the Executive Directors.

2 Annual bonus
The annual bonus is the only payment made to Directors which falls within paragraph 7(1)(c) of Part 3 of Schedule 8 to the
2008 Regulations.

The metrics used in the annual bonus plan in the year under review were chosen to be aligned with the Group’s stated objectives.
This resulted in a combination of profit and EBITDA targets being set. The sliding scales of targets set took due account of both
internal planning and the external market’s expectations for the Group's performance. The bonus earned against the targets set, and
a summary of the targets and weightings applying to each measure, for 2014 is set out below:

Metric Opportunity (% of salary) Payment (% of salary)
Profit* 25% 12t0 12.5%.
EBITDA** 25% 12 t0 12.5%

* Profit is operating profit adjusted for non-recurring items. The profit element of the bonus was to be paid if operating profit (adjusted for non-
recurring items) equalled or exceeded the lower limit of £2.3 million.

Below the lower limit, no profit element of the bonus was to be paid. At the lower limit, a bonus of 5% of salary was payable. At
an adjusted operating profit of £2.6 million (the mid-point), a profit element of the bonus of 12.5% of salary was to be payable.

A maximum profit element of the bonus of 25% of salary was to be payable if the adjusted operating profit was equal to or more
than £1.8 million (the upper limit). Between the lower limit and mid-point and between the mid-point and the upper limit, the profit
bonus percentage was to increase on a straight line basis. The level of operating profit for the year determined to have been made
for annual bonus purposes was £2.6 million. In addition, the performance of the Executive Directors against each of their personal
performance objectives is taken into account when determining the percentage of salary to be paid as an annual bonus.

** EBITDA is profit after tax adjusted for taxation, finance costs, depreciation, amortisation, share based payment costs and non-recurring items. The
EBITDA element of the bonus was to be paid if EBITDA equalled or exceeded the lower limit of £4.8 million.

Below the lower limit, no EBITDA element of the bonus was to be paid. At the lower limit, an EBITDA bonus of 5% of salary was
payable. At an EBITDA of £5.3 million (the mid-point), an EBITDA element of the bonus of 12.5% of salary was to be payable.

A maximum EBITDA element of the bonus of 25% of salary was to be payable if the EBITDA was equal to or more than £6.4

million (the upper limit). Between the lower limit and mid-point and between the mid-point and the upper limit, the EBITDA bonus
percentage was to increase on a straight line basis. The level of EBITDA for the year determined to have been made for annual
bonus purposes was £5.1 million. In addition, the performance of the Executive Directors against each of their personal development
objectives is taken into account when determining the percentage of salary to be paid as an annual bonus.
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3 Share options
There was no amount stated for 2014 as no incentives were awarded and for those awarded in prior years, none of the share price
targets required for subsequent vesting were achieved

Share options awarded to Executive Directors during 2013 were as follows:

Number of options

Target share price performance condition (pence) Dr Ash Dr Leaves Mr Bakewell Total
None 600,000 400,000 200,000 1,200,000
None 1,500,000 1,000,000 500,000 3,000,000
11.00 1,000,000 1,000,000 250,000 2,250,000
14.00 (3 year vesting period) 500,000 600,000 100,000 1,200,000
14.00 (4 year vesting period) 500,000 400,000 150,000 1,050,000

4,100,000 3,400,000 1,200,000 8,700,000

The amounts stated for 2013 comprise the value of share options awarded during the year that achieved the share price target
for subsequent vesting in full on the vesting date. On 21 October 2013 the Executive Directors were awarded share options as
detailed on page 56 at an exercise price of 9.50 pence and a share price target of 11.00 pence. On 9 December 2013 the share
price target of 11.00 pence was achieved for the 15 consecutive business days required thereby enabling these share options to
vest in full on the vesting date of 21 October 2016. The share options value for each Director has been calculated as the number
of share options achieving the target share price of 11.00 pence multiplied by the target share price of 11.00 pence less the option
price of 9.50 pence.

4 Pensions
In addition to their salaries, the Executive Directors are entitled to pension contributions of up to 12% of salary.

5Mr Metcalfe
Mr Metcalfe was appointed as a Director on 4 September 2014 and the information in this Report for 2014 relates only to the period
from the date of appointment until 31 December 2014.

5 Mr Bakewell
Mr Bakewell resigned as a Director on 4 September 2014 and the information in this Report for 2014 relates only to the period from
1 January 2014 to the date of resignation. All of the share options identified in the table above have lapsed.

7 Mr Turnbull
Mr Turnbull received a fee of £5,000 for his role as Chairman of the Audit Committee, which is included in the table.

8 Dr Foden
Dr Foden received a fee of £5,000 for her role as Chairman of the Remuneration Committee, which is included in the table.

°Mrs Liversidge
Mrs Liversidge was appointed as a Director on 3 July 2014 and the information in this Report for 2014 relates only to the period from
the date of appointment until 31 December 2014.
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Table 2 Share options

The Directors who held office during the year held options under the Group's share option schemes as follows:

First Last 31

Director and date exercisable exercisable Option 1 January Lapsed Granted Exercised December
of grant Note date date price 2014 in year 2014
Executive Directors
Dr Nick Ash .
14 Mar 2006 2 14 Mar 2009 13 Mar 2016  9.00p 100,000 — 100,000
4 Sep 2006 2 4Sep 2009 3 Sep 2016  6.63p 316,742 - 316,742
4 Sep 2006 1 4 Sep 2009 3 Sep 2016  6.63p 683,258 — 683,258
8 Jun 2007 1 8Jun 2010 7 Jun 2017 7.25p 500,000 - 500,000
3 Jul 2007 1 3 Jul 2010 2 Jul 2017  7.75p 1,000,000 — 1,000,000
31 Mar 2008 1 31 Mar 2011 30 Mar 2018 7.88p 500,000 — 500,000
31 Mar 2009 1 31 Mar 2012 30 Mar 2019 4.63p 400,000 — 400,000
26 Apr 2010 1 26 Apr2013 25Apr2020 8.25p 400,000 — 400,000
27 Sep 2013 1 27Sep2016 26Sep2023 9.38p 600,000 — 600,000
21 Oct 2013 1 210ct2016 200ct2023 9.50p 1,500,000 — 1,500,000
21 Oct 2013 1&3 210ct2016 200ct2023 9.50p 1,500,000 — 1,500,000
21 Oct 2013 1&4 210ct2017 200ct2024 9.50p 500,000 — 500,000

8,000,000 — 8,000,000
Dr Nick Leaves
3 Jul 2007 2 3 Jul 2010 2 Jul 2017 7.75p 387,097 — 387,097
3 Jul 2007 1 3 Jul 2010 2 Jul 2017 7.75p 112,903 — 112,903
31 Mar 2008 1 31 Mar2011 30 Mar 2018 7.88p 200,000 — 200,000
31 Mar 2009 1 31 Mar 2012 30 Mar 2019 4.63p 300,000 - 300,000
26 Apr 2010 1 26 Apr2013 25Apr 2020 8.25p 300,000 - 300,000
24 Apr 2011 1 24 Mar 2014 23 Mar 2021  6.25p 300,000 — 300,000
27 Sep 2013 1 27Sep2016 26Sep2023 9.38p 400,000 — 400,000
21 Oct 2013 1 21 0ct2016 200ct2023 9.50p 1,000,000 — 1,000,000
21 Oct 2013 1&3 210ct2016 200ct2023 9.50p 1,600,000 - 1,600,000
21 Oct 2013 1&4 210ct2017 200ct2024  9.50p 400,000 — 400,000

5,000,000 — 5,000,000
Mr Rob Bakewell
(resigned 4 September 2014)
26 Apr 2010 2 26 Apr2013 25Apr2020 8.25p 100,000 100,000 -
24 Mar 2011 2 24 Mar 2014 23 Mar 2021 6.25p 31,840 31,840 —
24 Mar 2011 1 24 Mar 2014 23 Mar 2021 6.25p 68,160 68,160 -
27 Sep 2013 1 27 Sep 2016 26 Sep 2023  9.38p 200,000 200,000 -
21 Oct 2013 1 210ct2016 200ct2023 9.50p 500,000 500,000 —
21 Oct 2013 1&3 21 0ct2016 200ct2023 9.50p 350,000 350,000 -
21 Oct 2013 1&4 210ct2017 200Oct2024 - 9.50p 150,000 150,000 -

1,400,000 1,400,000
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First Last 31
Director and date exercisable exercisable Option 1 January Lapsed Granted Exercised December
of grant Note date date price 2014 inyear  in year in year 2014 §
Non-Executive Director g
Mr Laurie Tumbull %’
8 Jun 2007 1 8 Jun 2010 7 Jun 2017 7.25p 1,750,000 - — — 1,750,000 &
3 Jul 2007 1 3 Jul 2010 2Jul 2017  7.75p 2,000,000 - — — 2,000,000
31 Mar 2008 1 31 Mar 2011 30 Mar 2018 7.88p 500,000 -_ — — 500,000
26 Apr 2010 1 26 Apr2013 25Apr2020 8.25p 400,000 - — — 400,000
4,650,000 — —_ — 4,650,000
Note 1: granted under the 1999 unapproved share option scheme. .
Note 2: granted under the 2001 approved share option scheme.
Note 3: subject to performance criteria related to share price; (see page 55 for performance criteria) vesting period 3 years
Note 4: subject to performance criteria related to share price; (see page 55 for performance criteria) vesting period 4 years
1,400,000 share options lapsed during the year on the cessation of office of Mr Bakewell.
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Table 3 Directors’ interests in shares
The interests (including the interests of their immediate families and persons connected with the Directors) of the Directors who held
office during the year in the ordinary shares of the Company at 28 April 2015, 31 December 2014 and 1 January 2014 were:

Unvested awards

Vested awards

Beneficially Changes from Share options Share options
owned at 31 December not subject to subject to Vested share
31 December 2014 to performance performance options not
2014 28 April 2015 conditions conditions exercised
Executive Directors
Dr Nick Ash 500,000 — 2,100,000 2,000,000 3,900,000
Dr Nick Leaves 1,028,557 — 1,400,000 2,000,000 1,600,000
Mr Tim Metcalfe - — - — —_
(appointed 4 September 2014)
Non-Executive Directors
Mr Laurie Turnbull 4,750,000 — — — 4,650,000
Dr Sue Foden 244,340 — - — -
Mrs Pam Liversidge — — — — —
Unvested awards Vested awards
Beneficially Share options Share options
owned at not subject to subject to Vested share
31 December performance performance options not
2013 conditions conditions exercised
Executive Directors
Dr Nick Ash 500,000 2,100,000 2,000,000 3,900,000
Dr Nick Leaves 1,028,557 1,700,000 2,000,000 1,300,000
Mr Rob Bakewell 100,000 800,000 500,000 100,000
(resigned 4 September 2014)
Non-Executive Directors
Mr Laurie Turnbull 4,850,000 — — — 4,650,000
Dr Sue Foden 244,340 — — — —

The Executive Directors are expected to retain a proportion of the after-tax number of vested share options awarded following
exercise, until they hold shares of a value equivalent to 100% of their basic salary (applicable to share option awards granted from
21 October 2013 onwards). As of 21 April 2015 (the latest practical date prior to the completion of this report), the values of the
holdings of shares held by the Executive Directors were as follows:

Director

Dr Nick Ash
Dr Nick Leaves
Mr Tim Metcalfe

Value of

Number of holding
shares held £000
500,000 63
1,028,557 129

% of
. salary
38%
96%

During the period 1 January 2015 to 28 April 2015 no changes in Directors’ interests have been notified to the Company.

No Director held any beneficial interest in or options over shares in or debentures of any other Group company at

31 December 2014 or at 28 April 2015 save as set out above.
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Unaudited Information

Performance graph

’ 1]

The following graph shows the Company’s share price performance, compared with the share price performance of the FTSE 350 E
Pharmaceuticals & Biotechnology Index also measured by total shareholder return. The Directors are of the opinion that the FTSE g
350 Pharmaceuticals & Biotechnology Index provides an appropriate comparative based on the Group’s operations. é
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Statements of Directors’ Responsibilities

In respect of the Annual Report and the financial statements
The Directors are responsible for preparing the Annual Report and the Group and parent company financial statements in accordance
with applicable law and regulations. The parent company of the Group is Source BioScience plc (‘the Company’).

Company law requires the Directors to prepare Group and parent company financial statements for each financial year. Under that
law they are required to prepare the Group financial statements in accordance with International Financial Reporting Standards
('IFRS’) as adopted by the EU and applicable law and have elected to prepare the parent company financial statements on the same
basis. 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 parent company and of their profit or loss for that period.

In preparing each of the Group and parent company financial statements, the Directors are required to:

® select suitable accounting policies and then apply them consistently
* make judgements and estimates that are reasonable and prudent
o state whether they have been prepared in accordance with IFRS as adopted by the EU and

¢ prepare the financial statements on the going concern basis unless it is inappropriate to presume that the Group and the parent
company will continue in business

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the parent company’s
transactions and disclose with reasonable accuracy at any time the financial position of the parent company and enable them to
ensure that its financial statements comply with the Companies Act 2006. They have general responsibility for taking such steps as
are reasonably open to them to safeguard the assets of the Group and to prevent and detect fraud and other irregularities. Under
applicable law and regulations, the Directors are also responsible for preparing a Strategic Report, Directors’ Report, Directors’
Report on Remuneration and Corporate Governance Statement that comply with that law and those regulations. The Directors are
responsible for the maintenance and integrity of the corporate and financial information included on the Group’s website. Legislation
in the UK governing the preparation and dissemination of financial statements may differ from legislation in other jurisdictions.

Required under the Disclosure and Transparency Rules
The Directors confirm, to the best of their knowledge, that:

e these financial statements, prepared in accordance with IFRS, as adopted by the EU, give a true and fair view of the assets,
liabilities, financial position and profit of the parent company and the undertakings included in the consolidation as a whole and

e the Strategic Report, which comprises the Chairman’s Statement and the Business Review, includes a fair review of the
development and performance of the business and of the position of the parent company and the undertakings included in the
consolidation taken as a whole, together with a description of the principal risks and uncertainties that they face

Approved by the Boargd and g; negron its behalf by:

Laurie Turnbull Dr Nick Ash
Chairman Chief Executive Officer
28 April 2015 28 April 2015
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Remuneration of the Chief Executive Officer

The table below shows the total remuneration for the Chief Executive Officer during each of the past five financial years. The
total remuneration includes the annual bonus and share option awards for those years. The annual bonus and share option award
percentages show the value awarded for each year as a percentage of the maximum available.

2014 2013 2012 2011 2010
Total remuneration (£°000) 233 238 200 154 147
Annual bonus % 50% 45% 35% 0% 0%
Share option awards %! 0% 7% 0% 0% 0%

1Share Option Awards
The share option awards are included in relation to any financial year on the same basis as those set out in Table 2 on page 56.

Percentage change in remuneration levels

The table below shows the movement in the salary, benefits and annual cash bonus for the Chief Executive Officer between the
current and previous financial year compared with that for the average Group employee. The Committee has chosen this comparator
as it feels that it provides the most appropriate reflection of the earnings of the average employee than the movement in the Group’s
total salary cost, which is distorted by movements in the number of employees resulting from acquisitions made during the year

and the continued growth and expansion of the Group. For the benefits and bonus per employee, this is based on those employees
eligible to participate in such schemes.

Salary Benefits Bonus
Chief Executive Officer 3% 2% 14%
Group employees average 2% 2% 6%
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Relative importance of the spend on pay
The table below shows the movement in spend on staff costs versus that in dividends, investing activities and finance costs.

2014 2013

£'000 £'000 % change
Staff costs 6,791 6,299 6%
Dividends - — —
Investing activities 1,583 14,904 -89%
Finance costs 403 250 61%

The comparison of staff costs with dividends is a requirement of the 2013 Regulations. To date, the Company has neither declared
nor paid a dividend. '

The Board has a clearly stated strategy of organic and acquisitive growth for the business. The ongoing growth and expansion of the
Group is reflected in the investment made in acquisitions and capital expenditure and the financing costs associated with this ongoing
investment.

The Committee has determined that it is relevant and appropriate to show the movement in spend in staff costs versus the
investment being made in the continued growth of the business.

External Directorships
During the year under review the Executive Directors did not hold any external non-executive roles.

Statement of shareholder voting
At last year's Annual General Meeting the Directors’ Report on Remuneration received the following votes from shareholders:

2014 AGM %
Votes cast in favour 128,814,700 > 99.9%
Votes cast against 20,455,794 <0.1%
Total votes cast 147,397,597 100%
Abstentions 9,448

On behalf of the Board

Dr Sue Foden

Chairman of the Remuneration Committee
28 April 2015
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Independent Auditor’s Report

to the members of Source BioScience plc

Opinions and conclusions arising from our audit

Our opinion on the financial statements is unmodified
We have audited the financial statements of Source BioScience plc for the year ended 31 December 2014 set out on pages 66 to 102.

In our opinion:

Governance

o the financial statements give a true and fair view of the state of the Group’s and of the parent company’s affairs as at 31 December
2014 and of the Group’s profit for the year then ended

e the Group financial statements have been properly prepared in accordance with International Financial Reporting Standards as
adopted by the European Union (IFRSs as adopted by the EU)

e the parent company financial statements have been properly prepared in accordance with IFRSs as adopted by the EU and as
applied in accordance with the provisions of the Companies Act 2006 and

o the financial statements have been prepared in accordance with the requirements of the Companies Act 2006 and, as regards the
Group financial statements, Article 4 of the IAS Regulation

Our assessment of risks of material misstatement
In arriving at our audit opinion above on the financial statements the risks of material misstatement that had the greatest effect on
our audit were as follows:

Impairment of goodwill (goodwill net book amount £16.0 million)
Refer to page 34 (Audit Committee Report), page 71 (accounting policy) and pages 83 to 84 (financial disclosures).

® The risk — The Group has significant goodwill allocated to each of three groups of cash generating units ("CGUs’). The risk is that
for some or all of the CGUs with significant goodwill allocated to them, the carrying value of the CGU exceeds its recoverable
amount (as defined in relevant accounting standards), and therefore goodwill is impaired. The calculation of recoverable amount .
involves inherent uncertainty in the forecasting and discounting of future cash flows. The assumptions and estimates used in the
forecasts and the calculation of a discount rate are therefore key judgemental areas that our audit is concentrated on

® Qur response — Our audit procedures included considering the Group's budgets, which form the basis of the longer term forecasts,
in the light of historical performance; we challenged the assumptions in the budget with reference to historical trends, and our own
expectations based on our knowledge of the business. For each CGU we compared the Group’s assumptions to externally derived
data for inputs such as projected economic growth. We utilised our own valuation specialist to provide an independent view of the
applicable discount rates. We applied sensitivities to key inputs, focusing on the discount rate and revenue growth forecasts as we
considered the calculation of recoverable amount to be most sensitive to these inputs. We calculated the discount rates at which
the recoverable amount of assets equalled the carrying value of the CGUs and considered this as part of a sensitivity analysis. We
compared the sum of the discounted cash flows to the Group’s market capitalisation to assess the reasonableness of the aggregate
discounted cash flow. We also considered whether the Group’s disclosures in respect of the impairment review and the sensitivity
of the outcome of the impairment review to changes in key assumptions are appropriate

Revenue recognition (Group revenue £25.2 million)
Refer to page 34 (Audit Committee Report) and page 73 (accounting policy)

e The risk — The Group has revenue streams where the invoicing of customers does not necessarily coincide with the Group fulfilling
its obligations. It is therefore necessary to calculate appropriate accruals or deferrals of revenue. In particular, the Group sells pre-
paid vouchers for its DNA sequencing service which customers may redeem in the future. For these the Group needs to assess the
likelihood of non-redemption. Calculating revenue for any given period therefore requires estimates to be made and the exercise of
judgement on the part of the Group, and is therefore a key area that our audit is concentrated on
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to the members of Source BioScience plc

¢ QOur response — Our audit procedures included considering the appropriateness of the accounting policies adopted for each revenue
stream, testing the operating effectiveness of controls over the appropriate allocation and timing of revenue recognition. We
challenged the judgement made by the Group in respect of their estimate of redemption rates when assessing the deferral of
revenue for pre-paid vouchers by comparing the redemption rates used to the historical trend, considering whether the historical
trend reflects what we expect future redemption rates to be and using sensitivity analysis of the reported revenue. We also
considered whether the Group’s disclosures in respect of revenue recognition are appropriate

Our application of materiality and an overview of the scope of our audit

The materiality for the Group financial statements as a whole was set at £230,000. This has been determined with reference to a
benchmark of Group turnover (of which it represents 0.9%) which we consider to be one of the principal considerations for members
of the Company in assessing the financial performance of the Group.

We reported to the Audit Committee corrected or uncorrected identified misstatements exceeding £11,500, in addition to other
identified misstatements that warranted reporting on qualitative grounds.

All audit procedures were performed by the Group audit team. Of the Group’s nine reporting components, we subjected seven
to audit for group reporting purposes. For the remaining components, we performed a review of financial information (including

enquiry).

The components for which we performed work other than audits for group reporting purposes were not individually significant but
were included in the scope of our group reporting work in order to provide further coverage over the group’s resuits.

These procedures covered 100% of total Group revenue, Group profit before taxation and total Group assets.

The audits undertaken for Group reporting purposes at the seven key reporting components of the Group were all performed to
materiality levels set by the Group audit team. These materiality levels were set individually for each component and ranged from
£50,000 to £215,000.

Our opinion on other matters prescribed by the Companies Act 2006 is unmodified
In our opinion:

e the part of the Directors’ Report on Remuneration to be audited has been properly prepared in accordance with the Companies
Act 2006

e the information given in the Strategic Report and the Directors’ Report for the financial year for which the financial statements
are prepared is consistent with the financial statements and

¢ information given in the Corporate Governance Statement set out on pages 30 — 32 with respect to internal control and risk
management systems in relation to financial reporting processes and about share capital structures is consistent with the
financial statements.

We have nothing to report in respect of the matters on which we are required to report by exception
Under ISAs (UK and Ireland) we are required to report to you if, based on the knowledge we acquired during our audit, we have
identified other information in the Annual Report that contains a material inconsistency with either that knowledge or the financial
statements, a material misstatement of fact, or that is otherwise misleading.

In particular, we are required to report to you if:

e we have identified material inconsistencies between the knowledge we acquired during our audit and the Directors’ statement that
they consider that the Annual Report and financial statements taken as a whole is fair, balanced and understandable and provides
the information necessary for shareholders to assess the Group’s performance, business model and strategy or

e the section of the Annual Report describing the work of the Audit Committee does not appropriately address matters
communicated by us to the Audit Committee

Source BioScience plc
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Under the Companies Act 2006 we are required to report to you if, in our opinion:

e adequate accounting records have not been kept by the parent company, or returns adequate for our audit have not been received

Q
from branches not visited by us §
e the parent company financial statements and the part of the Directors’ Report on Remuneration to be audited are not in agreement g
with the accounting records and returns é
e certain disclosures of Directors’ remuneration specified by law are not made
¢ we have not received all the information and explanations we require for our audit
Under the Listing Rules we are required to review:
¢ the Directors’ statement, set out on page 28 in relation to going concern and
e the part of the Corporate Governance Statement on page 30 relating to the Company’s compliance with the ten provisions of the
2012 UK Corporate Governance Code specified for our review
We have nothing to report in respect of the above responsibilities.
Scope of report and responsibilities
As explained more fully in the Directors’ Responsibilities Statement set out on page 62, the Directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view. A description of the scope of an
audit of financial statements is provided on the Financial Reporting Council’s website at www.frc.org.uk/auditscopeukprivate.
This report is made solely to the Company’s members as a body and is subject to important explanations and disclaimers regarding
our responsibilities, published on our website at www.kpmg.com/uk/auditscopeukco2014a, which are incorporated into this report as
if set out in full and should be read to provide an understanding of the purpose of this report, the work we have undertaken and the
basis of our opinions.
Wayne Cox (Senior Statutory Auditor)
for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants
St Nicholas House
Park Row
Nottingham NG1 6FQ
28 April 2015
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Consolidated Statement of
Comprehensive Income

For the year ended 31 December 2014

Year ended

Year ended
31 December 31 December
2014 2013
Note £'000 £'000
Revenue 2 25,175 19,525
Cost of sales (12,931) (10,535)
Gross profit 12,244 8,990
Selling and distribution expenses (2,391) (1,889)
Research and development (158) (48)
Administrative expenses:
— normal (6,455) (5,265)
— amortisation of intangibles arising from acquisitions (614) (368)
-— non-recurring costs 4 (808) (1,104)
— acquisition costs 3 - (1,215)
Administrative expenses (7,877) (7,952)
Operating profit/(loss) 2 1,818 (899)
Finance income 5 8 12
Finance costs 5 (a411) (250)
Profit/(loss) on ordinary activities before tax 7 1,415 (1,137)
Taxation 8 (481) (621)
Profit/ (loss) attributable to equity holders of the Company 934 (1,758)
Other comprehensive income/(expense)
Items that are, or may subsequently be, recycled to profit or loss:
— exchange differences on translation of foreign operations 38 (38)
Total comprehensive income/{expense) attributable to equity
holders of the Company 972 (1,796)
Earnings per share:
Basic profit/(loss) per ordinary share 6 0.30p (0.74)p
Diluted profit/(loss) per ordinary share 6 0.29p (0.74)p
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Statements of Changes in Shareholders’ Equity

For the year ended 31 December 2014

Attributable to equity holders of the parent company

Share Share  Mergerand  Special Translation Proftand  Total

capital premium other reserves  reserve reserve loss reserve  equity
Group £'000 £'000 £'000 £°000 £000 £000 £000
Balance at 1 January 2013 4,096 39 2,408 10,788 36 (1,132) 16,235
Currency translation adjustments — — — — (38) - (38)
Loss for the year — — — — — (1,758) (1,758)
Total comprehensive expense for the year - — — — (38) (1,758) (1,796)
Transactions with owners, recorded directly in equity @
Employee share option scheme: g
— value of services provided - - - - - 30 30 5
— taxation in respect of share based payments - — - - — 35 35 E
— proceeds from shares issued 8 11 — — — — 19 R
Proceeds from shares issued 2,161 7,718 — — — — 9,879 '3
c
-3
Balance at 31 December 2013 6,265 7,768 2,408 10,788 (2) (2,825) 24,402 uE_
Balance at 1 January 2014 6,265 7,768 2,408 10,788 (2) (2,825) 24,402
Currency translation adjustments - - — — 38 — 38
Profit for the year - - - - - 934 934
Total comprehensive income for the year - - - - 38 934 972
Transactions with owners, recorded directly in equity
Employee share option scheme:
— value of services provided — — — — — 90 90
— taxation in respect of share based payments — — — — — 37) (37)
— proceeds from shares issued 6 16 - - - - 22
Reclassification of special reserve — - -_ (10,788) 10,788 -
Balance at 31 December 2014 6,271 7,784 2,408 - 36 8,950 25,449

Attributable to equity holders of the Company

Share Share Merger and Special  Profit and Total
capital premium other reserves reserve loss reserve  equity

Company £'000 £'000 £'000 £'000 £'000 £'000
Balance at 1 January 2013 4,096 39 2,408 10,788 4,302 21,633
Loss for the year — — — — (3,558) (3,558)
Total comprehensive expense for the year - — - - (3,558) (3,558)

Transactions with owners, recorded directly in equity
Employee share option scheme:

— value of services provided - - - - 30 30
— taxation in respect of share based payments - — — — 25 25
— proceeds from shares issued 8 11 — — — 19
Proceeds from shares issued 2,161 7,718 - - - 9,879
Balance at 31 December 2013 6,265 7,768 2,408 10,788 799 28,028
Balance at 1 January 2014 6,265 7,768 2,408 10,788 799 28,028
Profit for the year - — - — 808 808
Total comprehensive income for the year —_— - — - 808 808

Transactions with owners, recorded directly in equity

Employee share option scheme: §
— value of services provided - - - - 90 90 ¢
— taxation in respect of share based payments - — - — (28) (28) §
— proceeds from shares issued 6 16 - - - 22 3§
Reclassification of special reserve - - —  (10,788) 10,788 - @

-]
Balance at 31 December 2014 6,271 7,784 2,408 — 12,457 28,920 g
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Statements of Financial Position

As at 31 December 2014

Group Company
As at As at As at As at
31 December 31 December 31 December 31 December
2014 2013 2014 2013
Note £'000 £000 £'000 £000
Non-current assets
Goodwill 9 15,996 15,996 — —
Other intangible assets ’ 10,11 2,118 2,737 — —
Financial assets 13 — 47 - 47
Property, plant and equipment 12 10,419 10,772 — —
Investments in subsidiary undertakings 14 — — 31,280 31,280
Deferred tax 21 1,054 1,542 478 638
29,587 31,094 31,758 31,965
Current assets
Inventories 15 1,149 1,063 — —
Trade and other receivables 16 4,829 4,763 4,428 3,224
Cash and cash equivalents 17 2,603 4,158 — 2,490
8,581 9,984 4,428 5,714
Current liabilities
Bank overdraft 17 ' - — 176 -
Trade and other payables 18 5,281 . 6,724 310 610
Financial liabilities
— borrowings 19 2,199 2,338 2,081 2,120
Deferred consideration 20 - 200 — 200
7,480 9,262 2,567 2,930
Net current assets 1,101 722 1,861 2,784
Total assets less current liabilities 30,688 31,816 33,619 34,749
Non-current liabilities
Deferred income 18 540 575 —_ —
Financial liabilities
— borrowings 19 4,679 6,818 4,679 6,700
— derivative financial instruments 19 20 21 20 21
5,239 7,414 4,699 6,721
Net assets 25,449 24,402 28,920 28,028
Equity
Issued share capital 22 6,271 6,265 6,271 6,265
Share premium 24 7,784 7,768 7,784 7,768
Special reserve 25 — 10,788 — 10,788
Other reserves 25 2,444 2,406 2,408 2,408
Profit and loss reserve 26 8,950 (2,825) 12,457 799
Total equity 25,449 ’ 24,402 28,920 28,028
The ﬁW% to 102 were approved by the Board on 28 April 2015 and signed on its behaif by:
Laurie Turnbull ’ Dr Nick
Chairman Chief Executive Officer
28 April 2015 28 April 2015

Company registration number: 79136
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Statements of Cash Flows

For the year ended 31 December 2014

Group Company
Year ended Year ended Year ended Year ended
31 December 31 December 31 December 31 December
2014 2013 2014 2013
£'000 £'000 £'000 £°000
Cash flows from operating activities
Profit/(loss) for the year 934 (1,758) 808 (3,558)
Adjustments for: ‘2
Depreciation of property, plant and equipment 1,497 1,227 — -— g
Amortisation of capitalised development costs 262 250 - —_ %
Amortisation of intangible assets arising on acquisitions 614 368 - — K
Impairment of investments —-— — - 1,721 g
Loss on sale of property, plant and equipment 52 29 - — E
Fair value gain on investments - (60) - (60) pw
Finance costs 411 250 394 222
Finance income (8) (12) (1,920) (1,511)
Taxation 481 621 133 322
Share based payments — value of employee service 90 30 90 18
(Increase)/decrease in inventories (86) 444 — -
(Increase)/decrease in trade and other receivables (50) (643) (1,188) 1,109
(Decrease)/increase in trade and other payables (1,375) 1,700 300 355
Cash generated from/(used in) operations 2,822 2,446 (1,983) (1,382)
Interest paid (352) (232) (336) (204)
Tax received - 2 - -
Tax paid (103) (92) - —
Net cash generated from/(used in) operating activities 2,367 2,124 (2,319) (1,586)
Cash flows from investing activities
Acquisition of subsidiaries (200) (13,606) (200) (13,606)
Cash acquired with subsidiaries - 288 - —
Share purchases - (34) - (34)
Purchases of property, plant and equipment (1,331) (1,540) — —
Proceeds from sale of property, plant and equipment 162 11 - —
Proceeds from sale of investments 47 96 47 96
Capitalised development costs (269) (131) - —
Interest received 8 12 1,920 12
Net cash (used in)/generated from investing activities (1,583) (14,904) 1,767 (13,532)
Cash flows from financing activities
Proc