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WE SUPPORT

BALANCED AND MATURING

PORTFOLIO OF EXCITING
iety as well as a financial return. COMPANIES BASED ON 'DEEP
SCIENCE",

nartner relationships with leecing INTERNATIONAL GROUP WITH
rasearch inst.iunions m the UK, the LS OPERATIONS IN THE UK,
and Australas a, the Group seeks tc US, AUSTRALIA AND ASIA,

~ AND AN INTERNATIONAL
zccess and commercialise a waalth of SHAREHOLDER AND

squnt fic research. CO-INVESTOR NETWORK.

Zur porticlio. wh ch o cunrently valued
st just over £ co~prises hoid ngs PERMANENT CAPITAL
1 57 focus countstues covertng a STRUCTURE, ENABLING THE
Y > PROVISION OF FUNDING
: sroad rar r . no -
nsidars envircnmental social and L;f:d ra:;g(e th:n.mzvifl‘i:n?;jno s FROM ‘'CRADLE TO MATURITY"
L e e I 55 1 e 25 ¢ onne V. UNCONSTRAINED BY
ayerns (B R
Sev '??”Ce»( ESG) factors and their we havna 2 & 1ong track record a»d are TRADITIONAL FIXED-LIFE VC
{"Y'JDEJC; . - - --FUND-APPROACH. - - -

Qi e is passonate acout this a2 nuroer of exc tmg busi~esses thas
_éndeav_:ur and has spert many yea's zre making a resl difference. We are ESTABLISHED PARTNER
- fibessing its approach to identifving 210N eer NG N oot sporoach, Lassichate RELATIONSHIPS WITH
attractive intellectual property ("IP) zbcut what we do, principled in how LEADING RESEARCH
: . - . INSTITUTIONS, GIVING
riut Luring and buailding businasses we Work and cosrotted to delbver ng ACCESS TO POTENTIALLY
around that 12 and then providing . __ resulis for all of ow stakeholzers, DISRUPTIVE IP AROUND
capital and suppoit aleng the journey THE WORLD.
from ‘crazle to matunity’. Througr
collairorations and established

DEEP TECHNICAL AND
BUSINESS-BUILDING

DISCLAIMER: THIS ANNUAL REPORT AND ACCOUNTS MAY CONTAIN FORWARD- EXPERTISE. INCLUDING

LOOKING STATEMENTS. THESE STATEMENTS REFLECT THE BOARD'S CURRENT VIEW, BOARD REPRESENTATION AND
_ARE SUBJECT TO A NUMBER OF MATERIAL RISKS ANS UNCERTAINTIES AND COULD _ T e RaTtery ey e

CHANGE IN THE FUTURE. FACTORS THAT COULD CAUSE OR CONTRIBUTE TO SUCH SEARCH.

CHANGES INCLUDE, BUT ARE NOT LIMITED TO, THE GENERAL ECONOMIC CLIMATE AND

MARKET CONDITIONS, AS WELL AS SEECIFIC FACTORS RELATING TO THE FINANCIAL

OR COMMERCIAL PROSPECTS OR PERFORMANCE OF INDIVIDUAL COMPANIES

WITHIN THE GROUP'S PORTFOLIO. FURTHER DETAILS CAN BE FCUND IN THE RISK TRACK RECORD BUILT OVER

MANAGEMENT SECTION ON FAGES 35 TO 49, 15+ YEARS.

THROUGHOUT THIS ANNUAL REPORT AND ACCOUNTS, IP GROUP PLC AND ITS

mamm o -SUBSIDIARIES-ARE-REFERRED TO AS-‘IP GROUP'; THE-'GROUP“OR-THE “COMPANY’, - - —STRONG PORTEOLIO FOCUS
AS APPROPRIATE. THE GROUP'S HOLDINGS IN PORTFOLIO COMPANIES REFLECT THE ON ESG AND POSITIVE IMPACT
UNDILUTED BENEFICIAL EQUITY INTEREST EXCLUDING DEBT, UNLESS OTHERWISE ON SOCIETY.
EXPLICITLY STATED.

IP Group plc Annual Report and Accounts for the year ended 31 December 2019
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@ BUSINESS
CVERVIEW

+169%

‘CASH

REALISATIONS - o

£194.9m

GROSS CASH
AND DEPOSITS ~

Ay L,'f‘ 0

it

Portfoho hnghllghts

- Fair value of portfolio: £1,045.6m
(2018 £1128 2m) )

- 1699% increase in cash reahsatnons to
£79.5m, which.exceeded investment

;. into portfolio for the first time:since -
2007 (2018: £29.5m) - : ne

investmient into portfoho £64 7m

+ Net portfolio fair value i"edUction‘
of £43.9m, approximately 4%
(2018: £48.4m, 4%)

«  Oxford Nanopore announced
investment and.secondary share
sales totalling £109.5m; having
more than doubled revenue and
orders in 2018 to $43.7m and

-.$60.6m respectively_,

+ Istesso announced positive
outcome from Phase 2a study of
MBS2320 for rheumatoid arthritis

« Significant commercial progress
at Ceres Power. iRcluding first
product launch with Japan's Miura
and further £8m licence and joint
development agreement with
Korea's Doosan’

+ Total funds raised by portfolio
companies of £430m (2018: £717m)
.including financing rounds for Inivata
(E40.0m), Featurespace (£25.0m)
and Azuri Te;hnologies (£20.0m)

READ ABOUT OUR
BUSINESS MODEL ON
PAGES 10 AND 1 .

READ ABOUT OUR
PORTFOLIO ON
PAGES 21 TO 31

fl 1

! Alternative performance measure, see note 29 for definition and récanciliation

to IFRS primary statements.

r
.

‘,‘\‘;,: Strong hqwdlty w’ h gross cash and

ot Parkwafk Advisors, the Group's

. Board strengthened through

"+ Total further cash reahsat|ons from

Finaficial and ™
operational highlights

»  Hard NAV' £1141.5m or 108 pence per : ;
share (2018: £1217.5m, 115 pence per
" share)

Net assets E1141 9m”(2018 £i 218 2m)

deposlts at 31 December 2019 of
"£194.9m (2018 £219. Orn) and net
cash of £112.4m (2018: £121.2m).

+ Return on Hard NAV' of negative
£73.7m (2018: negative £75.6m)

+ Loss for the year of £78 9m (2018:
E293 8m loss)

. Net overheads reduced by 13% to
£22.6m ("’018 £26.0m)

- speclallst ElS subsidiary, gréw assets”
under management to £300m
(2018 £220m)

« Further encouraging prdgres;, made
in developmg the Group's busmesses
in the US and Australia ’

appointment of two additional
independent non-executive directors

Post period end
highlights.

« Ceres Power announces Bosch to

increase stake to 18% from 4% with -

~ £38m strategic investment, which

included a £22m partial realisation
"by IP Group

the pontfollo of £55. 4m in' 2020

S




Engagement and impact

Since the Group was founded, we have formed and supported over 300 companies in total and have invested more
than £850m into those businesses which, in turn, have raised more than £4.4bn of funding. We estimate that more
than 5,000 jobs have been created through IP Group and its portfolio companies. IP Group's vision is to create an
international leader in IP commercialisation. Through our two divisions, Life Sciences and Technology, we evolve great

ideas into world-changing businesses.

£4.4bn

RAISED BY
PORTFOLIO COMPANIES

300+ £850m<

COMPANIES INVESTED IN DEEP
CREATED TECH BUSINESSES

£7.1bn

NET ASSET VALUE
108 PENCE PER SHARE

59©@©+ ALIGNED WITH

SUSTAINABLE
JOBS DEVELOPMENT
CREATED GOALS

READ ABOUT OUR PARTNERS
IN OUR BUSINESS MODEL ON
PAGES 10 AND 11

iP Group plc Annual Report and Accounts for the year ended 31 December 2019



e . = BY SHNESS
OVERVIEW

READ ABOUT OUR
PORTFOLIO PERFORMANCE
ON PAGES 21 70 31

 portfolio suimimary by stage, sector and geography

FAIR VALUE BY STAGE ‘ VALUE BY SECTOR/GEOGRAPHY

£314m

LIFE SCIENCES
(EX.ONT)

£205m

TECHNOLOGY

e s M 34 s CTVART) . D

£124m

CLEANTECH

. . _ E27m

Y o N
EaM , ‘ MULTI-SECTOR
“AUSTRALASIA

£57m

us

- Portfolio ar_\alysis - UK breakdown

T y : L e emimmenie o Muhe; Total UK
»Technology _Clear?tech Llfe'vSuences Multl-sgctor Portfolio

. Value of
compahies in
+the portfoiio

© 2019 net
“portfolio
gain/(loss)

Number of
‘portfolio
. companies’

Top 20 ) ; .‘ / '"g}' i\ ks £706-0m

' £143.7m

READ THE FULL
PORTFOLIO ANALYSIS
ON PAGES 30 TO 31
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During 20i9, the Group focussed on its financial priorities
including generating realisations and managing the

~ Group’s net overheads.

2019 was a pivotal year for IP Group.
it was the year in which the resilience
of the Group, its operating and
funding models and the cohesion and
adaptability of its management team,
were all severely tested. Our share
price fell by 35% during the year to
close at 71p, while net assets per share -
‘reduced by 6% to 108p. It is testament
to the strength of the Group’s culture, |
in particular e¥ecbtive management’s
determination to demonstrate the latent
value within the portfolio of companies,
that we enter 2020 in a more

.’ sustainable financial position than that

e

dermonstrate returns in the short
to medium term. The cohesion and
adaptability displayed by executive
management in making the necessaryJ v
choices was impressive. Through

the course of 2019, the Group made
cash realisations from the portfolio

of £79.5m, a record sum, and ended
the year with groés cash resources

of £194.9m, significantly ahead of

its plan. This was achieved after
supporting the portfolio with a further

" £64.7m of investment. '

2019 was also the year in which

L iyt ' int '
<2 }Sir Douglas F!l.nt. the maturity of the portfolio began

Chairman . 1 in which we entered 2019. This has yet .
e 3 P T c . K . to show clearly the value inherent
. . B . ; to be reflected in the share price which, . .
: . + . L. ) from the range and depth. of past
-y . : after an initial recovery, has fallen further . .
12 . P . S . . R ) investrnent activity. A few examples
5 < .4, 7in2020 as part of the recent general illustrate this well. Life Sciences

-
i

market decline. The share price therefore
remains significantly below the Group’s
year end net asset value per share, a gap
that the Board is focused on reducing.

At the outset of 2019, the Board
recognised that it was no longer
prude'nt to continue to rely upona -

"ftmding model dominated by a small
number of shareholders, a number

' of whom were facing their own i
challenges: due in part to weakening’
public market sentiment for smaller,
technology driven companies. This led
to the Board exploring the full range
of alternative operating and funding
models to determine which were best
suited to support'the Group's backihg
of world-changing technology

. through its ‘cradle to maturity’

operating model. The urgency of this
review was accelerated upon the
well-publicised difficulties surrounding
Woodford Investment Management
who had hitHerto been' a leading
supporter and investor in IP Group.

3

] portfolio company, Istesso, successfully
" concluded Phase 2a trials for its

leading investigational drug, with _

no serious adverse events and

some evidence of clinical benefit. 1
Oxford Nanopore's technology was

. selected for the population-scale

‘Genome Program’ launched by

Abu Dhabi's Department of Health.
Oxford Nanopore also successfully
negotiated primary and secondary
funding deals at the turn of the year,
which. confirmed its valuation and
encouraged optimism over future
“growth. Finally, Ceres Power further
developed its industrial partnerships
with leading global companies in the
power generation and supply sectors,
building on its global leadership in
fuel cell tech'nology‘ The company

is on track to make a meaningful
~contribution to the achievement -
of a lower carbon future. The Chief
Executive’s review covers these in
more detail together with other

notable developments within the

7 : 'S rex ‘th '
Management's response to the portfolio.

r

challenges the Group faced was '
both insightful and 'pragrhatic. There
was a clear recognition that hard .
o choices needed to be made;, first to
43 . realise cash from the portfolio and

i second, to be ‘even more selective

in deploying our valuable financial
and management resources to the
portfolio companies most likely to

“ .

~Coincident with this, the Group's
recent expansion of its University
partnership model into both Australia
and the United States showed
encouraging progress, both in
terms of portfolio investment and

' fresh sources of funding. A highly
successful roadshow of portfolio

’
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companies in Beijing in October
added to the growing international
reach and reputation of the Group.

This [3rograss, without aoust,
contributed to the company’s ability
during 2018 to reshape its shareholder
base. A bookbuild led by BofA
Securities in September facilitated
liquidity for departing shareholders
and attracted a broad range of new
shareholders including leading public
pension fund, RPMI Railpen, who have
built their stake in the Company to
just over 15%. We are delighted to
welcome them as shareholders,

We took steps during the year to
strengthen the Board in terms of
experience and prepare for known
retirement plans. Dr. Caroline Brown,
a seasoned Non-executive Director
(“NED") in energy and technology
focussed companies, with a successful
investment banking career behind
her, joined the Board on 1 July. On

1 August we welcomed Aedhmar
Hynes to the Board who brought

with her invaluable experience from
having founded and led a global,
US-based, digital marketing and
communications business, Jonathan
Brooks, who served on the Board for
nearly nine years, is stepping down
from the Board as of today. On behalf
of shareholders and the Board | want
to record our sincere appreciation

of his dedication and wise counsel
over his perlod of sefvice. DF. BFfowh
has taken over his role as Chair of

the Audit and Risk Committee, and
Heejae Chae succeeds him as Chair of
the Remuneration Committee.

The current year has started well with
the Group realising & further £55.4m _

of cash from its portfolio in the year
to date. The major contributors to
this have been Oxford Nanopore, as
described above, and Ceres, who in
January announced that Bosch was
increasing its equity shareholding in
the company to c18% from c.4% - a
significant strategic step forward

in the partnership, established in
August 2018 following successful
collaboration on technolegy
development and manufacturing in
both the UK and Germany. IP Group
took this opportunity to realise a
small portion of its investment in
Ceres while retaining a significant
holding in the company. Following this
announcement, Ceres Power has seen
its share price rise 37% in early 2020
adding approximately £25m to the
value of our shareholding. Overall, as
at 10 March 2020, the Group's quoted
portfolio has seen a net fair value gain
of £20m, versus a decline in the AIM
market of 16% over the same period.

There is still, however, much to do
to build on the reshaping of the
Group, which commenced last

year but we start from a good
position, with momentum within the
portfolio and against a backdrop of
strong commitment from the new
Government to expand support and
development to the UK's leadership
positions in science and technology.

We also benefit from a strong
pUrpose-led aind entreprenedrial
culture at IP Group, one in which
our team are deeply committed
to the Group's aim of delivering
and supporting world-changing
businesses for the benefit of all
stakeholders. IP Group recognises
that meaningful engagement with

STRATEGIC
REPORT

stakeholders is critical as it enables
the Board to make informed decisions.
In my role as Chair, | held a number

of meetings with shareholders during
the course of the year. Engagement
with all stakeholders is reported in
further detail on pages 66 to 75.

As the world seeks expanded support
from technology to contribute to
addressing the major challenges of
our time in terms of climate change,
demographic ageing and more
productive use of scarce resources,

IP Group is well placed through our
portfolio companies to be part of

the solutions needed. The Group is
monitoring the spread and impact

of Coronavirus, which has caused
significant volatility in global equity
markets, focusing on the safety

of our employees and monitoring
potential impacts within our portfolio.
Oxford Nanopore is supporting and
collaborating with public health
professionals enabling real-time
genomic surveillance to be used in the
fight against the virus around the world.

Finally, | want to express the Board's
appreciation of all our colleagues
working for the Group who, in
challenging times, worked tirelessly
and effectively to secure the strong
position from which the Group can
now build.

ol

Sir Douglas Flint
Chairman

10 March 2020
07




MARKET

The purpose of

IP Group is to evolve
great ideas into world-

changing .&usinesses.

Competitive
environment

The directors consider that the
Group is operating and competing
in two major areas. Firstly, IP Group
competes for access to great ideas
with significant commercial potential
sourcing these ideas primarily

from a network of world-leading
academic research institutions,
many of which we have long-term
partner relationships with. Secondly,
the Group competes for capital

to develop these great ideas into
viable businesses against other
investment opportunities. While the
market for capital is very broad and
deep, the Group’s companies are
typically seeking earlier stage and
development risk capital.

Market environment

The year was characterised by
significant geopolitical developments,
including the US/China trade war and
the spectre of Brexit in the UK, and
the consequent increased political
and economic uncertainty. In addition,
there were significant developments
in investor appetite and sentiment

in the UK following the closure of
Woodford Investment Management.

As a result, the number of companies
and organisations seeking to
commercialise intellectual property,
and/or provide capital to spin-out
companies from universities and
research-intensive institutions in the
UK, declined this year. This caused a
significant downturn in sentiment in
the sector in the UK with a number
of other capital providers also taking
a far more cautious approach with

08

access to capital in the UK coming
under pressure in 2019. In response, [P
Group focussed on driving value from
its diversified and maturing portfolio
of assets by substantially increasing
cash realisations, either by partially

or fully exiting holdings in some
companies.

In addition, there was a continuation
of the trend that private companies
have, on the whole, found it easier to
raise finance at attractive valuations
than those on the public markets and
thus we have seen companies staying
private for longer.

As is more fully described in the risk
managernent seclion on pages 36 to
49, while the ongoing European Union
exit negotiations may have an impact
on the Group's business, management
has taken mitigating actions in recent
years, including diversification of
access to both research and capital.
The Group has operations, portfolio
companies and co-investors in the UK,
US, Australasia and Asia. in addition,
the Group continues to take steps to
broaden its shareholder register and
counts several large global investors
among its shareholder base,

iP Group’s key
differentiators

IP Group’s approach to building
and supporting businesses is one of
the ways in which it differentiates
itself from more traditional venture
and fixed life funds. As described

in the business model on pages 10
to 11, the Group actively supports
the development of its portfolio
companies through access to early-
stage business-building expertise,

interim executive support, technical
and commercial networks and senior
team recruitment and development in
addition to the provision of capital.

The Group also provides operational,
legal, and business support to its
cornpanies, with a view to minirnising
the most common administrative
factors that can contribute to early-
stage company failure. The Group has
also successfully carried out several
innovative programmes to accelerate
company grow/th, including working
with CEOs and company boards to
improve performance.

fn the UK, the Group also considers
lax-advanlaged Enlerprise Investment
Scheme (“EIS") funds to be an
important source of financing for
early-stage technology companies
and has seen strong operating
performance from its subsidiary,
Parkwalk, the UK's largest EIS growth
fund manager focused on university
spin-outs, which links leading
institutional wealth managers and
university partners.

-~ [} READ MORE ON

PARKWALK ON
@ PAGE 14

1P Group plc Annual Report and Accounts for the year ended 31 December 2019



Key differentiators

INTERNATIONAL GROUP WITH OPERATIONS
IN THE UK, US, AUSTRALIA AND ASIA, AND
AN INTERNATIONAL SHAREHOLDER AND
CO-INVESTOR NETWORK.

ESTABLISHED PARTNER RELATIONSHIPS WITH
LEADING RESEARCH INSTITUTIONS, GIVING
ACCESS TO POTENTIALLY DISRUPTIVE IP AROUND
THE WORLD.

BALANCED AND MATURING PORTFOLIO OF
EXCITING COMPANIES BASED ON ‘DEEP SCIENCE’.

DEEP TECHNICAL AND BUSINESS-BUILDING
EXPERTISE, INCLUDING BOARD REPRESENTATION
AND SUPPORT, CAPITAL SOURCING, IP STRATEGY,
EXECUTIVE SEARCH.

PERMANENT CAPITAL STRUCTURE, ENABLING
THE PROVISION OF FUNDING FROM 'CRADLE TO
MATURITY’ UNCONSTRAINED BY TRADITIONAL
FIXED-LIFE VC FUND APPROACH.

TTTYYVY
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TRACK RECORD BUILT OVER 15+ YEARS.

N

STRONG PORTFOLIO FOCUS ON ESG AND POSITIVE
IMPACT ON SOCIETY.

STRATEGIC
REDORI

address some of the

“world’s most pressing

challenges through
the companies and
innovation we back
and support, allowing

us to generate positive
social and environmental
impact alongside
financial returns.

~ One of our core beliefs is that

overcoming many of the world’s
cornmon problems will require
multiple scientific solutions. The
common challenges facing both

the developed and developing

world include issues such as ageing
population, climate change, resource
scarcity, energy availability and
storage, rapid urbanisation, health
challenges and increasing digitisation.
Historically, many of the solutions

to these global problems have

come from fundamental research

and development ("R&D") carried

out in the world’s leading research
universities and institutions. IP Group
believes that this will continue to be
the case and therefore the directors
feel that the Group's model, of helping
comrnercialise cutting-edge science,
is of real importance, and has and will
continue to have a positive impact.

— |} READ ABOUT OUR
SUSTAINABILITY
&N BAGES 56 T0 53~

09
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The Group, focuses on evolving great ideas, based on scientific research mainly frorn universities, into world-changing
businesses. We aim to address some of the worid’s most pressing challenges through the congpanies we back, allowing Us )
to achieve'a positive impact on the environment and society as well as a financial return. Over the years, we have developed
a unique approach to creating, building and supporting outstanding businesses along the jouf'ney from ‘cradle to maturity’
to provide attractive returns for all of our stakeholders. o ' b

N . . e

P OPPORTUNITIES

@

The Group applies its policy-and ethical -+ . « et LT ey

framework toiits selection and investment , ' i :
: decisions and ongoing portfolio management .

to ensure that the Groub:focuses only-on ) - T
companies which create a positive impact. / o Value C»T'eAated for

~stakeholders._ ...

READ MORE ON ESG TSR
. . " 4
'ON PAGES 50 TO §3 - For portfoiic

companies: -

Working v
pariner with

.portfolio.companies -
and projects.." - . ¢
(2018; £100.9m) .-

. . - R i
- .

10 ) : . 1P Group ple Annual Report and Accounts for the year ended 31 December 2012



° STRATEGIC
REPORT

READ ABOUT OUR
SUSTAINABILITY ON
Q\ PAGES 50 TO 53
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INCUBATION

Typically, a company wilt be set up and owned by the academic team, the
university and any other founders. IP will be transferred in and an initial
investment made with 1P Group represented on the Board and ‘typically
taking a very hands-on approach. Time and a limited level of capital are then
deployed by IP Group, often alongside ‘soft’ grant funding, to develop the
ideas to early commercial and technical validation using stringent milestones.

SEED

As incubation opportunities show signs of traction, an investment case is
made for seed funding to accelerate technical and commercial developments.
Engagement with potential customers is sought and feedback used to direct
effort. As milestones are met, further investment is released while commercial
and technical teams are expanded.

through our P Cap»tal corporate finance functlon or alongs:de our EIS-

specialist fund manager, Parkwalk Advisors. We continue to take an active

role in company development, commonly through continued Board presence,
to help grow the value of the company over time. Resources and capital are
focused on those opportunities that are considered to represent the most
attractive opportunities from a risk/reward perspective. The Group continues
to offer support and can help inform discussions around strategic direction,
mcludlng llcensmg mdustrlal partnering and M&A, as well as exit strategles
TWRGERGE Trade Sale OF 1PO, T T
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Sustanable \alue

More than 5,000 jobs
created (2018: more.
than 5,000 jobs
created)

Hard NAV of £1.1bn
. {2018: £1.2bn)

The Group has set

- up an employee
forum and a number
of working groups
around ESG

\Working with a
trustew part er wath
A SUong f-ack seaor-
Worlang with the
'ﬂobal st

+ alite creation Qo vth mars

Financ al returns

Hard NAV of £1.1bn
(2018: £1.2bn) .

More than 300
companies formed
and supported (2018:
more than 300
companies formed)

1




Prov:ded caprtal for the firqr hmp to 10 romnames

" <

(2018 rnne total ﬂve UK two US two AustraIasna)

“or prolects two-UK, two. US Six Australasna I

O

L

« Maintained board representatlon on more than 90%
:of our 57 ‘focus’ companies ¥

IP Exec team placed eleven senior executives

with portfolio cé)mpani_es. of which six were chair
appointments and three were non-executive

. dlrector appointments

' Portfollo fair value decreased to £], 045 6m after net
/portfollo Iosses‘ of £43.9m

' - Total capltal raised by portfolio companies of
£430m dunng 2019 . .

)

Generated cash proceeds of £79.5m

Net portfolio losses' of £43.9m

Provided £64.7rm of capltal to 55 dlstmct portfollo
investments , .

Portfolic of 130 companies and two multi-sector

* investments with a‘combined total Value of
approximately £5bn
Over £50m of EIS funds ralsed by Parkwalk dunng

2019, with £65m lnvested lnto Companles )

Total funds managed or adwsed by Group
subsidiaries now in excess of £400m

' Excluding pre-incorporation sponsored research projects.
2 Alternative performance measure, see note 29 for definition and reconciliation to IFRS primary statements.

12 X IP Group plc Annual Report and Accounts for the year ended 31 December 2019



_READ ABOUT OUR KPIs
ON.PAGES 16 AND 17 &
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"+ ‘Number of new portfolid Companies
 Purchése of equity and debt investrents

Nt — e

+ Number of new portfolio companies

* Purchase of equity and debt investm_ents
v HardNAV

« Return on Hard' NAV

v+ Purchasé:.of equity ,_and,d(‘-:-bt_ investments

b

+ Return cn Hard NAV
= e..Net portfolio gains/(losses) _
‘ "« Proceeds from sale pf_eQUi‘tyfihvestments




OUR STRATEGY IN ACTION:

PARKWALK

Parkwalk is an award-
winning EIS growth fund
manager, which IP Group
acquired in 2017,

Parkwalk has co-invested
£71.8m with IP Group since
inception, including £43.9m
in the last three years of IP
Group ownership.

Acquired
complementary
business that is well .
aligned with the
Group’s strategy.

— )) READ ABOUT OUR
® PORTFOLIO STEWARDSHIP
ON PAGES 60 AND 61

44

DEALS
COMPLETED

£1bn

RAISED BY
PORTFOLIO IN CO-
INVESTMENT TO DATE

£65m

INVESTED
(£240M TOTAL)

The company Link to strategy

Through the EIS funds that Parkwalk
manages, it provides capital to
growth companies. The Group is also
focussed on generating attractive
performance in its managed funds for
stakeholders.

Parkwalk is an award-winning EIS
growth fund manager which P
Group acquired in 2017 Parkwalk

is closely aligned with the Group,
backing world-changing technologies
out of UK universities and research
institutions with the aim of delivering
world-class returns.

Link to sustainability
and the SDGs

Parkwalk is alighed with the Group's
work on sustainability and influences
SDGs 17 (partnerships for the goals),

8 (decent work and economic growth)
and 5 (gender equality) in particular,
and has also mapped its portfolio
against the SDGs, see more on

page 52 to 53.

Parkwalk now has assets under
management of over £300m including
funds managed in conjunction with
the universities of Oxford, Cambridge
and Bristol and was the largest

EIS fund (by monies raised) in the
2018/2019 tax year. In March 2020,
Parkwalk announced a new EIS fund
with Imperial College London, its

first innovation Fund, to invest in
early-stage, high-growth, knowledge- ]
intensive companies.

fplat fom gl
R0 gesdd

8 LRt
- HORET 20T

In 2019, Parkwalk invested £65m in the
university spin-out sector across 38
companies including four companies
in the core IP Group portfolio. These
investments include opportunities in
plant genetics, graphene production,
Al and genomics.

NAMED

TOP 10

GLOBAL INVESTOR IN |OT

/

APPROACHING

£300m

AUM

7 S S p—

15 10

NEW COMPANIES - EXITS THIS YEAR
(95 TOTAL) <. (29 EXITS IN TOTAL)
~ |
T~

.

-

2 LARGEST

UNIVERSITY SEED FUI\}BS-'.\, a EIS FUND

CLOSED (OXFORD V b
AND BRISTOL 1D * BY AMOUNT RAISED
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OUR STRATEGY IN ACTION:

DUKOS

IP Group first invested in
Dukosi in 2014, seeing the
potential for its disruptive
technology in the rapidly
growing battery market.
We have worked closely
with the business ever
since and, through multiple
investment rounds, built a
substantial stake.

@

/..,

mm LIMTEE

P(B 16 .

The Company

Dukosi is a pioneer in battery
optimisation and management. Its
patented approach maximises the
performance, reliability and safety of
batteries in applications from electric
vehicles to grid storage systems,
bringing benefits through thc whole
battery value chain.

Link to strategy

The IP Group Cleantech team had
been tracking batteries as a potential
investment area for some time,

and was particularly interested

in innovations focused on the
electronics/control of the batteries
that could be applied across multiple
different battery chemistries. Dukosi
was identified when it was a small
team of three people as having an
interesting approach to the battery
market and the Cleantech team
believed that with appropriate
funding and support, it could have
real potential.

This sale marks the start of the next phase for
the business and represents a great result

for all stakeholders.”

Jamie Vollbracht, Cleantech partner, IP Group

This has proven to be the case. Dukosi
was acquired by KCK in October
2019, delivering an overall gross

IRR of 32.5%, following five years of
investment and close support from

1P Group. Jamie Vollbracht, IP Group
Cleantech partner, was the Group’s
representative on Dukosi’s board and
wads very hands-on in supporting the
business from the early days working
on value proposition enhancement

to latterly guiding the exit process.
The expertise of IP Exec, IP Group’s
in-holse eéxecttive séarch funétion,
was also used to identify and recruit
new senior executives and strengthen
the board.

Link to sustainability
and the SDGs

IP Group's investrnent in Dukosi
reflects our commitment to building
world-changing businesses that
have positive environment impacts.
It is also aligned with our work

on the SDGs on 7 (Affordable

and Clean Energy), 9, (Industry,
Innovation and Infrastructure) and 13
(Climate Action).

15



KEY PERFORMANCE INDICATORS

Financial KPis

fHiarme) NAY"

Measuring our performance: focusing on delivery against our strategy

) Further description

s tanem

The value of the Group's assets less the
value of its liabilities, including minority
interest, less intangible assets

2018 performance

et A b o e st . et e At Aot .12 s . o e P bt £ P st 2 25 o o A A s i, v

£1,141.5m

(2018: £1.217.5m)

Return on Hare NAY

Total comprehensive income or loss

for the year excluding amortisation of
intangible assets, share-based payment
charges and the charge in respect of
deferred and contingent consideration
deemed to represent post acquisition
services under IFRS 3

Negative

£73.7m

(2018: negative £75.6m)

Purehase of equity and
cleibt rvestrments

The total level of capital deployed from
the Group’s balance sheet into portfolio
companies during the year

£64.7m

(2018: £100.9m)

Net
gains/(osses)’

Movement in the fair value of holdings in
portfolio companies due to share price
movements, other increases/decreases in
fair value

(E43.9m)

(2018: £48.4m)

Net everhieedls'

The Group's core overheads less
operating income

£22.6m

(2018: £26.0m)

SQuRY Investmisnts

Non-Financial KPls

The total amount received from
the disposal of interests in portfolio
companies

The number of portfolio investments that
received initial capital from the Group
during the year

£79.5m

(2018: £29.5m)

10

(2018: 9)

' Alternative performance measure, see note 29 for definition and reconciliation to IFRS primary statements,
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© STRATEGIC
REPORT
Key

@ Insufficient capital: Group @ Failure of university relationships @ Legistation, governance and reguilation

Insufficient capital: . )
Portfolio companies @ Personnel risk Cyber & IT security

Uncertain investment returns

@ Macroeconomic conditions @ International operations

) B . S . Risks potentially - - - - Linl to porformance-related
Strategic element ' impacting KPI :

- director remuneration
To grow the value of our assets (and LTIP 2017 - 2019
those we manage on behalf of third @ @ @ @ @

parties) and deliver attractive financial

returns from these assets

Portfolio fair value movement has the 2019 annual incentive
most material impact on this figure, @ ®® @ @

which also reflects corporate expenses.
Measures the development of portfolio
companies and return on our assets

Build and maintain a pipeline of IP-based indirectly impacts both Return on
opportunities and develop these into @ @ @ @ @ Hard NAV and Hard NAV
robust businesses

To develop IP-based businesses and ' Indirectly impacts both Return on
grow their value @ @ @ @ Hard NAV and Hard NAV

To control the Group's operating 7 2018 annual incentive
To contro 0JOI0IO
Cash from proceeds can be used for @ @ @ 2019 annual incentive

redeployment into the portfolio or for
new opportunities

Build and maintain a pipeline of IP-based 4 7 Indirectly impacts both Hard NAV
opportunities and develop these into @Q®@ O and Return on Hard NAV (see
robust businesses above)

READ ABOUT QUR — J}| READ ABOUT OUR — N} READ ABOUT OUR

STRATEGY ON @ RISKS ON @ REMUNERATION ON
PAGES 12 AND 13 PAGES 36 TO 49 PAGES 88 TO 115
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““Alan Aubrey - -
Chief Executive Officer

During 2019, the Group focussed on its fihancial"priorities
including generating reallsatlons and managmg the ‘

Group s net overheads.

‘Summary’

During 2019, the Group focussed
on its financial priorities including
generating realisations and managing
the Group's net overheads. The Group

,continued to prioritise ‘madintaining

strong liquidity and our targeted | . .
disposals programme resulted in
record cash realisations from our
portfolio in 2019 of £79.5m (2018:
£29.5m), resulting in year-end cash
balances of £194.9m wh»le net
overheads for the year reduced to
£22.6m (2018:-£26.0mM): =« - -

This was a positive outcome in &
year characterised by significant
geopolitical developments and the
consequent increased political and
economic uncertainty as well as

,challenglng market sentiment. Against ..

that backdrop, there were fewer

large-scale capital raises completed
by the Group's portfolio companies
in 2018 than in the previous year. As

"»a result, the totalportfoli'o capital,

raised reduced to £430m of which?
the Group contributed £64.7m -
(2018: £717m; EIOOZQm). Further, and -
continuing a trend also evident in
2018, less than 1% of the £430m total

- capital raised was from parties with
_a shareholding of 1% or more in [P

Group (2018: 6% of £717m).

In.addition to the recent success in

- generating-cash realisations-from =

its increasingly mature portfolio, the -
Group has been seeking to broaden

‘lts formal access to third-party private

caplta[ The Group’s ‘hybrid’ strategy -

‘:for accessing capltal\\for its portfolio

companies comprises funds from

its ‘evergréen’ balance sheet, third-
party funds under management or
advisement, and its wide network of
international co-investors. In recent
years, the Group has developed the
second category through its market
leading EIS fund management
business, Parkwalk Advisors, and

in Australia through its advisory
mandate with Hostplus, one of the " -
largest Australian Superannuation
Funds. In addition, the Group has seen
recent success in attracting blue-chip

family office investment into its US

platform. The Group continues to
explore several similar opportunities.

In 2019, the Group also took further
actions to focus the portfolio, aimed at
returning to. NAV growm in the short

“to medium term, while our three most
"“Valuable assets Oxford Nanopore, =

Ceres Power and Istesso, which
account for 37% of net asset value, all
performed strongly in the year.

As at 31 December 2019, the fair

value of the Group's portfolio was
£1,045.6m (2018: £1,128.2m). This® =~
reflects net portfolio fair value
reductions of 3.9% or £43.9m (2018:
£48.4m) during the period. Including
Net Overheads, the overall Return on
Hard NAV for the period was’ negative
£73.7m (2018 negatvve E75 6m) or

“around 7p per share, with the Group

finishing the period with Hard NAV
per share of 107.8p (2018: 15.0p).

The Group s purpose of addressing
somé of the World's most pressmg
challeriges through the companies

“we back remains highly relevant.

Qur portfolio is well aligned with the
UN's Sustainable Development Goals
and we have made good progress
this year in embedding ESG matters
across our organisation. Our team
are deeply committed to the Group's
purpose, which is reflected in our

culture and this, as.well as our.focus. .. .

on sustainability, is reported in greater
detail on pages 50 to 65.

UK portfolio

The UK portfolio continues to
represent more than 80% of the
Group’s net assets and‘ our teams have
directed time and resources primarily - -
at the focus assets considered most
likely to have a meaningful impact on
Croup NAV in the short to medium
term The Gréup also continued to
invest capital cautiously, primarily into
those focus assets.

Individual company highlights in .
the portfolio came from Oxford
Nanopore, Istesso and Ceres Powrer,
which all announced significant

P Group pic Annual Report and Accounts for the year ended 31 December 2012



technical and/or commercial
developrnents. Oxford Nanopore
confirmed a more than doubling

of revenues in 2018 to $43.7m and
orders to $60.6m, alongside opening
a new factory in Oxfordshire this year
to support rapid growth in demand
for nanopore sequencing technology.
In January 2020, Oxford Nanopore
announced it had raised £29.3m

of new capital and facilitated the
secondary sale of £80.2m of shares,
an aggregate investment of £109.5m.
The resuiting fair value gain was
reflected in the Group's 2019 results
while the £22.0m cash proceeds were
received in February 2020.

Istesso, the Group's most valuable

life sciences company holding,
announced positive headline results
from its Phase 2a study of MBS2320,
its investigational drug for the
treatment of rheumatoid arthritis. in
the third quarter of the year, Istesso
was notified by its collaboration
partner J&J that it did not intend to
exercise its option in respect of the
programme. We see this as a neutral
development when offset against

the increase in value conferred by

the positive Phase 2a data. The J&J
partnership was signed in 2014 at

a pre-clinical stage, whereas the

drug is now in Phase 2 with a novel
mechanism-of-action that has
potential in rheumatoid arthritis, other
autoimmune conditions and cancer.
Thus, we believe that the product has
significant development potential and
licensing value as an unencumbered
asset. Ceres Power also announced a
number of key milestones, including
its first product launch, having jointly
developed a fuel cell heat and power
system with Miura Co. Ltd, Japan's
largest industrial boiler company,

as well as an £8m collaboration and
licensing agreement with South
Korea's Doosan. In January 2020,
Ceres completed a £38m financing,
and announced that Bosch increased
its holding in Ceres to c18% from c.4%,
and extended its strategic relationship.

These positive perforrnances were,
however, offset by the reduction in
value of a number of life sciences
companies due to clinical or
commercial setbacks. The Group.

regularly assesses its portfolio and,
particularly in light of their recent
performance, has given consideration
to those therapeutic development
companies in its life sciences portfolio,
which, excluding Istesso, are valued at
£144m. Management considers that
there continues to be a significant
opportunity to generate value for
stakeholders through therapeutic
development companies, a view
supported by a significant recent
McKinsey & Company report, Biotech
in Europe: A strong foundation for
growth and innovation. However,
recognising the risk profile typically
associated with such companies,
going forward it intends to direct
capital expenditure at a smaller
number of high conviction assets with
a target ownership of at least 25%.

In the Cleantech portfolio, while

First Light Fusion successfully
commissioned its pulsed power fusion
demonstrator, ‘Machine %', it has not
vet dernonstrated a fusion reaction,

a delay to the targeted schedule that
it had previously communicated.

The company remains confident,
however, that achieving fusion is a
matter of time and believes there is no
fundamental issue with its approach.
This view is supported by the eminent
First Light Scientific Advisory Board.

Further information on the
performance of the Group's portfolo
businesses is provided in the Portfolio
Review on pages 21 to 30.

Parkwalk Advisors

Parkwalk, the Group's specialist EIS
fund management subsidiary, now
has assets under management of
over £300m (2018: £220m) including
funds managed in conjunction with
the universities of Oxford, Cambridge
and Bristol and, for the first time

in 2020, Imperial College London.
Parkwalk has managed the largest
EIS fund (by monies raised) in each of
the last three years. in 2019, Parkwalk
invested £65.0m (2018; £64.3m) in the
university spin-out sector across 38
companies including four companies
in the core IP Group portfolio. Fifteen
new companies joined the portfolio
ahd Parkwalk achieved teh exits:

five higher than cost (between

. STRATEGIC
REPORT

1.7x and 12.8x) and five lower.
Investments were made across a
range of technologies including plant
genetics, graphene-based electronics,
autonomous driving, cleantech,
healthcare, Al and genomics. In 2019
Parkwalk liaised with the government
and universities on improving the
financial ecosystem for knowledge-
intensive spin-out companies. Over
the period Parkwalk received five
awards, including 'Growth Investor of
the Year'.

North America

In North America, IP Group, Inc. and
its portfolio companies continued to
rmake progress, achieving a number
of financial and developmental
milestones. Most notably, two
companies in the portfolio secured
external investment rounds from
strategic and financial investors.

Exyn Technologies, Inc. (University of
Pennsylvania) raised $16m in a Series
A round, including investment from
Centricus Asset Management, Yamaha
Ventures, In-Q-Tel, Corecam Family
Office, and Red and Blue Ventures;
and MOBILion Systems, inc. (Pacific
Northwest National Laboratory) raised
$15.4m in a Series A financing, which
included investment from Agilent
Technologies, Hostplus, Cultivation
Capital, and iSelect Fund. The total
amount raised by the US portfolio was
$3Im with 75% of the funds coming
from external investment.

Prior to its Series A funding, MOBILion
was deemed to be controlled by IP
Group, and hence consolidated as

a subsidiary. The successful Series
A financing resulted in a dilution of
the Group's shareholding and loss
of control of the board of MOBILion,
resulting in its deconsolidation as

a subsidiary and recognition as a
portfolio company. This resulted in a
fair value gain of £10.6m.

Other advancements inglude
Optimeos Life Sciences (Princeton
University) signing a commercial
agreement with an undisclosed
pharmaceutical company, marking
their third commercial deal to
date. Chip Diagnostics (University
of Penhsylvahia) wWas awarded

the Johnson & Johnson Quickfire
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Challenge and will-be collaborating
with J&J on'cancer diagnostics:: * =~ = ©
MOBILion' Systems:paftnered

with strategic investor, Agilent
Technologies Inc. to integrate its
patented ion mobility separations
technology, called Structures for )
Lossless {on Manipulation (SLIM), with ¢
Agilent's‘Q-TOF mass spéctrometry
platform as its first:commercial ..
product offering..MOBILion also
partnered with investigators at the
Complex-Carbohydrate’Research®”
Centér at the University of Georgia’’
to explore ion mobility technology %
in glycoscience. Exyn Technologies © ;| ~
announced the commercial

availability of its*‘Autonomy Aerial .~ -
Robots (“A3Rs"), the first and:

most advanced fully autonomous

aerial system. for:data collection in:
GPS-deniéed environments: The US> ¢
team closed. six proof-of-concept’

- investments with'the' University of ~
Pennsylvama National Renewable
Energy Laboratory (NREL)

Prmceton Unlversuty the Umver5|ty of
Washlngton and Yale Unlver5|ty

In March 2020 IP Group, Inc. o ool
attracted further strategic investment
into the 'US business, building on the
investment made by two US-based
blue-chip family offices during late

2018 and early 2019 Leen )

Australasua

In Australa5|a the Group contmued
to build 6n the solid founclatlon of
its partnershlps with the Group of _
Eight and the University of Auckland,
completing & further six new
investments, bringing the portfolio
to eight companies. Among these
new investments were AMSL Aero
(University of Sydney) which is
developing a highly efficient novel
electric vertical take-off and landing
(eVTOL) aircraft platform, and Kira
Biotech which is developing an

20

=" from across its university partners

antibody against a novel target for
the treatment of GvHD and other
“autoimmune diseases Alongside
these companles the Group continues
to buald a strong plpelme of projects . B

ThelP Group team in Australasia
now stands at eleven:split between-
Melbourne, Sydney, Brisbaneand - . -
Perth. In terms of capital, the Group
continues to work with-Hostplus,.one
of Australia's largest superannuation
funds with over AUD46bniin funds:
under. management through the
AUDIOOm IP Group Hostplus' - ©7 s
Innovation Fund, which is invested'in: - ¢
3 number of companies across the
global portfolio. e

Greater China .

Following.the launch of IP Group
Greater China in Hong Kong in 2018,
two employees relocated from.London
HQ in 2019 to establish the office. -
The Greater China office continued to

* facilitate market entry and business

partriership engagement with relevant
Chinese partners for our portfolio

companies. The Group.hosted its.third ..

annual ‘Global Deep Tech Forum'. ¢
event.in Beijing in October where 13

of our portfolio companies introduced
their technology and business to over
200 attendees from the Greater China
area. HMaving seen ‘increasing business -
needs. from our portfolio companies
for local partnership, joint-venture;
and/or supply chain management in. -,
China, the .Group is working with top
tier financial institutions-in China to-
explore ways of providing our portfolio.
companies with support in accessing
local capital as well as relationships
with local customers and suppliers.

“Oxford Nanopore, {4tessé and Ceres

Outlook .. . ..

During 2019 the Group realised
3 record £79.5m in cash from its

) portfolio, which exceeded investment
- - for the first time since 2007. This.

strong cash generation has continued -,
into 2020, with realisations to date
now lolalling more than £55m.
Realisations from: our matyring '
companies, the ongomg focusing-and, .
rationalisation of the portfolio as well
as tight. cost control has placed the °
Group in a strong financial po5|t|on-

»,. and these remain three areas of focus

for the Group in 2020. ,

Our three most valuable holdings,
Power, made excellent progress during
the year with Oxford Nanopore and
Ceres Power also anﬁbu/nc’ing positive
developrrlents since the year'end. We
also anticipate further commercial®

and techinical updates from a number-”
of other companies over the coming -
twelve months, including Diurnal,

_ Featurespace, First Light Fusion,

Microbiotica., PsiOxus, Ultraleap and
Wave Optics. Consequently, we remain
confident.in the prospects of our R
portfaolio, which we continue to believe
includes, world-changing businesses-

that will deliver significant benefits for
multiple stakeholders. . N

~ Our p’ort/folio‘ali@rls well with the UN’s | '
" Sustainable Development Goals such
as Climate Action’and Hurnan Health
and we are well positioned to benefit
from the in¢reased mvestor interest

in impact investing given the efforts *
being made by ‘Bortfolic companies

to address climate change, disease
prevention, and an ageing population,
among other issues.

Alan Aubrey
Chief Executive Officer
10 March 2020

1P Group plc Annual Report and Accounts for the year ended 31 December 2019



- STRATEGIC
REPORT

PORTFOLIO REVIEW

OUR PORTFOLIO: ON THE PATH TO SELF-SUSTAINABILITY, WITH PORTFOLIO REALISATIONS EXCEEDING INVESTMENT

Overview

As at 31 December 2019, the value of
the Group’s portfolio was £1,045.6m
(2018: £1,128.2m) reflecting net
investment offset by net portfolio
losses of £43.9m (20i8: loss £48.4m).
The portfolio consists of interests in
57 ‘focus' companies, representing
over 87% of the portfolio value, and
75 other companies (2018: 61, 90%,
76). Of these, 99 are based in the UK,
23 in the US and eight in Australasia
(2018:122, 23, 2). In addition, the
Group has holdings in two multi-
sector platform businesses as well as
a further 49 de minimis holdings and
40 organic holdings. (2018: 3, 44, 47).

The Group exited its interest in eight
companies (2018: three) and realised
total cash proceeds during the year
of £79.5m (2018: £29.5m). In addition,
£22.0m of cash from the Group's
partial realisation of its holding in
Oxford Nanopore was received in
February, while a further £5.3m

of deferred consideration was
outstanding at year end (2018: £nil).
The largest contributors to this

cash figure were the Group's partial
realisation of its holdings in Oxford
Sciences Innovation plc (£321m),
Concirrus Limited (£6.1m), Cambridge
Innovation Capital plc (£4.3m) and
Neéxeoh Limited (E4.0m), and the

full realisation of its holdings in
Process Systems Enterprise Limited
(£13.8m), Dukosi Technologies
Limited (£5.3m cash received in

year, £5.0m deferred consideration),
Circassia Pharmaceuticals pic (£4.6m)
and Cortexica Vision Systems

Limited (£4.5m).

During the year to 31 December

2019, the Group provided pre-seed,
seed and post-seed capital totalling
£64.7m to its portfolio companies
(2018: £100.9rn). The Group deployed
capital into ten new companies and
six new pre-incorporation projects
during the year (2018: nine, zero). Two
of the companies were sourced from
the UK, two from the US and six from
Australasia (2018: five, two, two), and
the six pre-incubation projects were
sourced from the US (2018: zero).

Performance summary

A summary of the Income Statermnent gains and losses that are directly
attributable to the portfolio is as follows:

2019 2018
£m £m
Unrealised gains on the revaluation of investments 86.3 99.7
Unrealised losses on the revaluation of investments (154.6) (153.)
Effects of movement in exchange rates £2.3) 3.0
Change in fair value of equity and debt
investments (70.6) (50.4)
Gain on disposals of equity investments 161 2.0
Gain on deconsolidation of subsidiary 10.6 —
Net portfolio gains/(losses) L (43.9) (48.4)

The largest contributors to unrealised gains on the revaluation of investments
were Ceres Power Holdings pic (£27.5m), Istesso Limited (£24.7m) and Oxford
Nanopore Technologies Limited (£12.2m). These unrealised gains were principally
offset by unrealised losses on the revaluation of Autifony Therapeutics Limited
(£13.0m), PsiOxus Therapeutics Limited (€10.9m), Topivert Limited (£10.7m),
AlM-quoted Actual Experience plc (£10.6m), and AlM-quoeted Circassia
Pharmaceuticals plc (£8.4m).

The performance of the Group's holdings in companies quoted on AIM saw a net
unrealised fair value decrease of £12.4m (2018: decrease of £99.8m) while the
Group's holdings in unquoted companies experienced a net fair value decrease
of £58.2m (2018: increase of £46.4m).

investments and realisations

The Group deployed a total of £64.7m across 55 new and existing projects
during the period (2018: £100.9m, 77 projects), versus realisations of £79.5m
(2018: £29.5m), resulting in overall net realisations for the year of £14.8m (2018:
net investment of £71.4m).

An analysis of amounts invasted hy company focus as follows:

2019 2018
£m £m
Top 20 218 26.0
Focus 22 416
Other (including companies exited by 31 December
2019) . 11.8. 19.4
Total United Kingdom 54.8 87.0
United States’ v 6.9 13.2
Australasia 3.0 0.7
Total purchase of equity and debt investments 64.7 100.9
Less cash proceeds from sales of equity
investments (79.5) (29.5)
Net (realisations) / investment (14.8) N4

! United States investment total includes £1.6m (2018: £11m) invested in Uniformity Labs, Inc.,
which is one of the Top 20 holdings by value.
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PORTFOLIO REVIEW

CONTINUED

Co-investment analysis

including the £65m invested by the Group. the Group's portfolio raised a total of £450m during the year to $1 December 2019 (2018: £/1/m).
Co-investment in 2019 came frcm more than 200 different investars, excluding individuals, and less than 1% of the funding came from parties
with a greater than 1% shareholding in IP Group plc (2018: 6%). An analysis of this co-investment by source is as follows:

Portfolio capital raised 2019 2018

£m %
IP Group' 100.9 14%
Funds managed by Parkwalk Advisors 20.8 2%
IP Group plc shareholders (>1% holdings) 431 6%
Institutional investors 291.6 41%
Corporate, other EIS, individuals, universities and other 234.6 33%
Capital into multi-sector platforms 26.0 3%
Total 717.0 100%

1. Reftects primary investment only, the Group made further £0.2m investment via secondary purchase of shares

Portfolio analysis by focus

At 31 December 2019, the Group's portfolio fair value of £1,045.6m was distributed across the portfolio as follows:

As at 31 December 2019 As at 31 December 2018
Fair value Number Fair value Number
Stage £m % % £m % %
Top 20 by value 72027 72% 0 200 1% 7325 68% 20 13%
Focus S 188,00 U 1e% . 137 28%: 2044 19% 4 27%
Other CoN0.2 . 12% 75 SI%. 1477 13% 89  60%
Total 9944 . 100% .. 132 . .100% 10846  100% 150  100%
De minimis and organic holdings ol ABQ e W R e 8.3
Total Portfolio 10074, 11,0929
Attributable to third patties' i 35.3
Gross Portfolio 1,045.67 1128.2

1 In the above table, the amount attributable to third parties consists of £17.2m attributable to minority interests represented by third party
limited partners in the consolidated fund, IP Venture Fund Ii, £7.2m sttributable to minority interests represented by third party limited
partners in the consolidated US portfolio, €10.9m attributable to Imperial College London and £2.9m attributable to other third parties (2018:
€18.7m, €5.5m, £81m and £3.0m).

Top 20 investments consist of the 20 most valuable holdings in the Group'’s portfolio by the period-end value. Focus
investments are those investments that are not within the 20 most valuable, but on which the Life Sciences and Technology
teams focus a significant proportion of their resources and capital. These investments typically, although not exclusively, fall
within the 100 most valuable portfolio company holdings by period-end value, and they comprise 88% of the portfolio by
value (2018: 84%). Outside of these companies, the portfolio contains a broad selection of potentially exciting opportunities,
categorised as ‘other’. Many of these opportunities are at an early stage, and they typically receive a lower level of capital
and management resource,

Companies that are at a very early stage or in which the Group’s holding is of minimal value, but remain as operating
businesses, are classed as de minimis holdings. Organic holdings are investments in which the Group has acquired a
shareholding upon creating the company as a result of our technology transfer relationship with Imperial College London,
but in which we have not actively invested.

The total value of the Group's portfolio companies (excluding multi-sector platforms, organic investrnents and de minimis
holdings) is almost £5bn.
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The Group funds spin-out companies based on a wide variety of scientific research emerging from leading research-
intensive institutions and does not limit itself to funding companies from particular areas of science. The Group splits

its core opportunity evaluation, investment and business-building team into two specialist divisions, Life Sciences and
Technology. Where the Group invests in businesses that cannot be classified within these divisions, primarily those portfolio
companies which also invest in other opportunities, they are recorded as multi-sector platforms. An update on the two

primary operating segments is included in the financial review below.

As at 31 December 2019

As at 31 December 2018

Fair value Number Fair value Number
Sector £m % % £m % %
Life Sciences 5987 650% 56 © 42% 624.5 57% 64 43%
Technology 372.0 37% 74 56% 396.9 37% 83 55%
Multi-sector platforms 26.7 3% .2 2% 63.2 6% 3 2%
Total 294.4 1009% 132 100% 10846 100% 150 100%
De minimis and organic holdings 13.0 8.3
Total portfoiio 1,007.4 1,092.9
Attributable to third parties’ 38.2 35.3
Gross portfolio 1,045.6 1128.2

1 The amount attributable to third parties consists of £17.2m attributable to minority interests represented by third party limited partners
in the consolidated fund, IP Venture Fund i, £7.2m attributable to minority interests represented by third party limited partners in the
consolidated US portfolio, £10.9m attributable to imperial College London and £2.9m attributable to other third parties (2018: £18.7m, £5.5m,
£81m and £3.0m)




y P .
o

PORTFOLIO RE\/IEW | s .

CONTINUED : e

N

The followmg table lists |nformat|on on the 20 most valuable portfolio.company mvestments which represent 7% of the o
total portfolio value (2018: 63%). Additional detail on the performance of these companles is included in the Life Sciences

and Technology portfolio revuews N : ’ ‘ i . . . R
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Group Stake

_at 31 Bec
2019
%

Fair value of

Group holding

at 31 Dec 2018
£m

Net
investment/

_ Ldivestment)

Unrealised
Fair value
movement and

.. Jees settled in _

equity
£m
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Fair value
of Group
.. holding |
at 31 Dec 2019

£m

Recent financing (within O-6 rmonths) 16.7 2741 1 (22.5) 12.2 263.8

DCF* 56.4 57.9 - 24.7 82.6
. Quoted 18.6 471 - . .275 74.6

(bid price)

Recent financing 22.3 252 41 01 29.4

(within 6~-12 months)

Recent financing 23.4 28.8 - - 28.8

(within 12-18 months)*

Recent financing 22.6 275 - - 27.5

(within 12-18 months)*

‘Recent financing 282 18.9 41 10 24.0

(within 6-12 months) - :
Post-balance sheet transaction 3.2 555 (31.8) 0.2 23.9
Recent financing (anticipated) 46.6 13.9 20 25 18.4
DCF. market-based* 35.9 17.9 - - 17.9
Recent financing (within 0-6 months) 17.5 15.2 - - 15.2
PWERM* 26.3 22.6 2.8 10.9) 14.5
Recent financing 22.8 131 14 (0.4) 141
(within 18-24 months)*

PWERM 202 13.7 - - 13.7
Recent financing 39.6 13.7 - - 13.7
(within 12-18 months)

DCF* 27.6 25.6 - (13.0) 12.6
Recent financing 18.7 12.3 - - 12.3
(within 12-18 months) e : :
Recent financing (within 0-6 months) 17.2 55 50 11 11.6
Recent financing (18-24 months) 393 14.4 30 ()] n3
adjusted downwards
Recent financing 12.7 10.3 - - 10.3
(within 12-18 months)
3N4 14.0 m2) 274.2
8.3 (0.2 4.9 13.0
35.3 a.2) 41 38.2
L1982 ©8.3) T 63.3) 1,045.6

i. Represents the Group's undiluted beneficial economic equity interest (excluding debt), including only the Group's portion of IPVF I, and the Group's
porlion of the US porlfolio, Voling inleresl is below 0%,

ii. Inclides £2.7m increase in revenue share to Imperiat College | ondon, with a corresponding increase in revenue share liability resulting in no net fair

value movement.

iy Inchades E1,2m mevement in reswpest of the decansehdabion of MERRE-on Systeins; e and recagnben as a petlelio sempany,
* Third party valuation specialists used for 31 December 2019 valuation
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Dr Sam Williams
Managing Partner,
Life Sciences
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Oxford Nanopore.
technology has

been selected for

the population-scale
‘Genome Program’
launched by Abu .
Dhabi’'s Department of
Health. The project aims
to be the first of its kind
worldwide to provide
‘¢itizens with their bwn
high-quality genome as
a baseline and aims to
incorporate genomic
data into healthcare
management.”
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Review of the year

IP Group's Life Sciences portfolio
comprises 56 companies worth
£598.7m as at 31 December 2019.

Oxford Nanopore

Oxford Nanopore Technologies Ltd, the
Group's most valuable holding, made
further significant progress in 2019. The
company, whose goal is to enable the
analysis of any living thing, by anyone,
anywhere, is behind the only real-time
DNA/RNA sequencer that can sequence
any read length. The technology

is also fully scalable from smalier
portable formats to larger devices for
popuilation-scale sequencing.

In 2019, expansion of the customer
community continued as evidenced
by the bank of more than 650
scientific publications, driven by
continued technology improvement
and a greater range of devices that
serve broader market segments.
Between 2017 and 2018, sales
growth of 2.3x was achieved, whilst
maintaining margins, and managing
a small increase in operating
expenditure (8%).

More recently, in January 2020,
Oxford Nanopore announced that it
had completed another successful
fundraising, raising £29.3m of new
capital and facilitating the secondary
sale of £80.2m of shares, representing
an aggregate investment of £109.5m.
Funds were raised from both new
investors and existing shareholders
from the US, Europe and Asia
Pacific. The fundraising brings the
total primary investment in Oxford
Nanopore to approximately £480m.

tn early 2020, highlights also
include the heavy involvement of
Oxiord Nanopore's technology in
genomic surveitlance during the
novel coronavirus outbreak with

the company shipping an additional
200 MinlON sequencers and related
consumables to China.

2019 highlights

Oxford Nanopore’s technology has
continued to be proven in broader
applications. New publications and
applications citing the technology
in 2019 included workflows for
rapid, accurate and data-rich cancer

genome analysis, pathogen analysis,
crop genomes and human genetics
and, in 2020, COVID-19 pathogen
analysis and outbreak surveillance.
The total number of publications
citing nanopore technology for
sequencing is now in excess of 750.
The technology is also starting to be
adopted beyond research laboratories
into more regulated environments,
and 2019 saw tests becoming
available in infectious disease, HLA
tissue typing and food safety.

Oxford Nanopore also continued

to scale up production and in

July, the first processes at its new
manufacturing facility in Oxfordshire
came online. The MinlON building
features what is one of the largest
clean rooms in Europe and when fully
fitted out will have the ability to run
20 modular production lines for the
manufacturing of 1.2m flow cells a
year. This will be achieved with deep
automation, for consistent high-
guality product and increasingly cost-
efficient manufacturing.

in December 2019, Oxford Nanopore
noted that its technology had been
selected for the population-scale
‘Genome Program’ launched by Abu
Dhabi's Department of Health. The
project aims to be the first of its kind
worldwide to provide citizens with
their own high-quality genome as

a baseline and aims to incorporate
genomic data into healthcare
management.

Technology

Oxford Nanopore has developed and
commercialised a novel generation of
DNA/RNA sequencing technology.
Unlike any other sequencing
technology on the market, nanopore
sequencing provides all of the
following features:

+ The ability to sequence any length
fragment of DNA/RNA, whether
short to ultra-long - conferring
benefits in genome assembly,
the characterisation of structural
variation, phasing and other
advantages

* Real time analysis - with data
available as soon as an experiment
starts, analysis workflows can
be shortened for rapid insights.
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Dynamic workflows are possible, for
example ‘adaptive sampling’ where
the device selects regions of interest
(typically this has been done with
sample preparation technigques)

» Scalability - to portable devices.
This provides the unique ability to
take the device into the field, or
simply for researchers to operate a
personal sequencer on-demand

« Scalability - to ultra-high yields,
catering to large genome projects
or larger genomes (e.g. human or
plant genomes, at scale)

« Direct electronic analysis - resuiting
in rich biological information such
a3 direct methylation or direct RNA
sequencing

Notable technical developments in
2019 included:

» The delivery of PromethlON 48
to the market in 2019. This device
can run the full 48 flow cells
concurrently. A single run using
all flow cells, performed internally,
has generated more than 7Tb
of data. (for context, 3 human
genome is -3Gb). P48 is designed
to address ultra- high throughput
opportunities such as human or
plant genomes, at scale.

» The introduction of Flongle, a flow
cell adapter for MinlON or GridiON.
This is the first on-demand, low
cost sequencing solution for
smaller tests on the market and
is designed to open up hew users
and markets. Demand for Flongle
has been very high and the
company is currently scaling up
production of this technology.

« Device upgrades in‘2019 include
GridlON Mk1, PromethlON 24,
VoIlTRAXv2. The latter provides an
automated, programmable sample
prep solution that is designed to
drive consistent high performance
for any user - with or without lab
skills or kit.

In addition, the company has

focused on improving performance
by enhancing yield, accuracy and
usability, adding to existing disruptive
properties such as portability, real-
time data and long reads.

Recent customer records include
the generation of 43Gb data from a

MinlON Flow Cell and 180Gb from a
PromethlON Flow Cell. This translates
to better value experiments for
customers and increased uptake

of the technology as it becomes
increasingly cost competitive and
able to enable larger projects. Yields
have been driven by multiple factors
including software upgrades and new
kits that can 'refuel’ flow cells. Oxford
Nanopaore has also addressed the
increasing power of nanopore devices
by providing high-performance GPUs
for real time analysis in PromethlON
and GridION devices, as well as the
MinlT accessory for MinfON.

Multiple strategies have alsc been
deployed to continuously increase
accuracy, including the improvernent
of basecalling algorithms/onward
analysis tools and new nanopore
chemistries. A range of applications
are enabled by the current, improved
performance of the R9.4.) nanopore,
and the newest R10.3 nanopore is
also showing positive results in high
consensus accuracy. In addition,
Oxford Nanopore continues to focus
on delivering even further enhanced
accuracy through a combination of
data analysis and chemistry, with

a goal of providing across-the-
board competitive and disruptive
performance.

Other significant portfolio
company updates

At 31 December 2019, the Life
Sciences division, excluding Oxford
Nanopore, consisted of 55 companies,
with a combined value of £334.9m
(2018: 63 companies; £350.4m). The
reduction in number of companies
and a £60.2m net fair value reduction,
excluding net investment, reflects
three main factors:

1. poor performance in the public
markets;

2. technical and commercial setbacks
in several key private companies;
and

3. ongoing rationalisation of the
portfolio.

In terms of the performance of

the quoted Life Sciences portfolio,
there was a net reduction of £18.6m,
equating to 33% of the net fair value
loss, with the biggest impact coming

d STRATEGIC
REPORT

from Circassia and Tissue Regenix
(each down approximately £8m).
Diurnal’'s development of its late-
stage portfolio of endocrinology
products continued to show progress,
with marketing applications filed for
Alkindi in the US and Chronocort in
Europe.

In the private portfolio, the key write-
downs related to Autifony (£13.0m),
PsiOxus (£10.9m), Topivert (£10.7m),
Creavo (£7.4m) and Cell Medica
(£7.0m), each resulting from financing,
partnering or technical setbacks.

In terms of positive developments,
Istesso announced positive headline
data from its Phase 2a study of its
investigational drug for rheumatoid
arthritis, MBS2320, which led to

a £25m write-up of the division's
holding value. In the third quarter of
the year, Istesso was notified by its
collaboration partner J&J that it did
not intend to exercise its option in
respect of the programme. We see
this as a neutral development when
offset against the increase in value
conferred by the positive Phase 2a
data. The J&J partnership was signed
in 2014 at a pre-clinical stage, whereas
the drug is now in Phase 2 with a
novel mechanism-of-action that has
potential in rheurmatoid arthritis, other
autoimmune conditions and cancer.
Thus, we believe that the product has
significant development potential and
licensing value as an unencumbered
asset. Elsewhere, Pulmocide
generated promising data in a study
of its novel agent for the treatment of
fungal infection in lung transplant.

Rationalisation of the portfolio has
been ongoing since the combination
of the Life Sciences portfolios of
both IP Group and Touchstone in late
2017. This rationalisation process will
continue over the next year or so and
will result in a smaller, more focussed
but diverse portfolio of 10-20
companies, each one with 'NASDAQ
potential’ and with a target ownership
of at least 25%.

During 2020, several companies

are expected to go through key,
potentially value-enhancing inflection
points, for example, Diurnal,
Microbiotica and PsiOxus.
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Mark Reilly
~Managing Partner,
Technology
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Review of the year

IP Group's Technology portfoho
comprises 74 companles worth
£369.0m as at 3 December 2019.

Tech‘naiqu

The Technology division had two
strategic priorities in 2019: focus and.
sustainability. We aimed to ensure

that our human and capital resources
were focused on a small.group of
assets that we believe to have the-
greatest potential to deliver strong
returns, whilst also achieving cash
sustainability by taking advantage

of a maturing portfolio to increase
cash realisations compared to
previous years. Both objectives were
comprehensively achieved: investment
capital-was directed to a narrow group
of high conviction portfolio company
noldings and in parallel we were able
to realise significant proceeds from
equity sales'with an overall IRR of 91%
and 1.3x rnultiple. As a result of the .-
full and partial exits achieved during
2019, the sale proceeds (including £5m
deferred funds) from the Tech portfolio
exceéded the investment outflow

by £13.1m, whilst the portfolio overall -
decreased in valué by roughly £10.0m:

against a challenglng market backdrop.”

The largest reahsat|on in the Tech
portfolio came from the sale of our

_portfolio cornpany Process Systems

Enterprise Ltd (PSE) to:Siemens'in

a deal that yielded £13.8m for the -
Group. This transaction served as an
excellent example of the strength in
depth of the portfolio: PSE was not
amongst our most valuable holdings
and may not have been particularly
well-known to IP Group shareholders,

but the company was profitable

with healthy revenue streams ‘and -
had a compelling product suite that
attracted a top-tier acquirer. We were
also pleased to be able to realise
around £6m from the sale of some of
our stake in insurance data analytics -
company Concirrus, which allowed us
the opportunity to realise all monies
invested to date alongside increasing
ownership from co-investors deeply
connected to the sector.

In terms of major investment
transactions, Featurespace closed a
£25m round led by Insight Partners,

a leading US venture capital and
private equity firm, in early 2019. The
company continues to grow strongly;
closing commercial deals with Enfuce,
RBS and Circulo de Credito. The.
market Featurespace is addressing
continues to expand rapidly and the
company is well positioned‘to take
advantage of this growth. Eisewhere
in the Tech portfolio, we saw relatively
few major fundralse transactions as
many of the most valuable portfolio
company holdlngs in the portfoho
|nc|udmg UItraLeap (formerly
Ultrahaptics) and Garrlson completed
large fundmg rounds durlng 2018.

and so were focused on deploying
that capital to achieve commercial
progress in 2019, ’

In another positive move, UltralLeap, -
acquired the Silicon Valley company
Leap Motion, which owned a broad
portfolio of fundamental patents
relating to hand tracking. The Leap"
Motion technology, which was
already embedded in'UltraLeap’s
own products,; can very accurately
recognise human hand gestures. We
believe that the combined company
now owns the most compelling
technology stack for gesture-based -
computer input and feedback. The
merger presents an opportunity for
Ultral eap to becomé one of the
defining players in the rapidly evolving
field of human-machine interaction.
The company is seeing strong early

~commercial pfogress, recording a

doubling of booked orders in Q4 2019
compared to the previous’ quarter

Also in the freld of Virtual and
Augmented Reahty, our portfolio
company WaveOptics made excellent
progress this year with.further

investment secured from Goertek and.

Hostplus alongside the achievement
of some very encouraglng commerual
milestones.

Progress has alsc been made by the
new management tearn at Mirriad

plc, which announced a major deal
with Tencent in June 2019 that the
company reported would generate
multipie millions of pounds of revenue
for Mirriad over the 24-month
contract term. This followed proactive
management of the asset by IP Group
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- that precipitated a fundamental

change in the leadership team and
strategy last year.

" The share price of AIM-listed Actual

Experience plc decreased significantly
during the year, despite that company
announcing 1.j8x‘ revenue growth to
£1.9 million, “significant customer”
deploymer'lts" and a successful
evaluation with Vodafone, resulting

in a £10.6m fair value reduction in the
Group’s holding. We reduced the fair
value of the Group’s holding” in private
company, Impression Technologies, -
that is developmg hghtwe:ghtlng
solutions for manufacturing processes
~as well as holdings in a handful of other™

, assets. This followed an assessment
** of each company’s value in light of

delayed technical and/or commercial -

~ . .
prog‘ress,or based on investor feedback
. “where slich companies are seeking to

raise further capital.

Cleante'ch

-.lt has been a very successful year

for the Cleantech portfolio’s most
valuable asset, Ceres Power. The
company has seen significant
commercial progress including the
doubling of revetue for a fourth
consecutive year, the first product
launch with Japan's Miura Co. using

Ceres' SteelCell® in a combined heat

and power system for commercial
use, and the signing of a new system
licence and joint development
agreement with Doosan worth £8m

~

over two years. This p'ro‘gregs was
recognised in the company's share
price, which continued.to increase
during 2019, addlng around £27.5m to
the Group's holdlng value. Since the
year-end, the share price has risen
a further 37%, resulting in a further
increase of approximately £25m to .
the value of the Group's holding.

In January 2020 Bosch announced
a strategic move to mcrease its
holding in Ceres to c18%, and as

-

part of this transaction the Group .

sold approximately a quarter of its

" shareholding, geneérating £22.4m cash

proceeds and realising a 5.1x equity
multiple and a 46% IRR.

Elsewhere in the Cleantech portfolio,
and as highlighted in ‘Strategy in

Action’ on page 15, our cell-level battery-
controls company, Dukosi, was sold to
the investment group KCK, delivering an
overall gross IRR of 32%. The Cleantech
team identified battery management
systems as an qttractive part of the

* value chain, assernbled a compelling

offering from university and industrial
IP and expertise, funded the company
from an early stage and dedicated
considerable effort to developing and
helping to shape the business into an
attractive exit proposition.

We were also pleased to see Azuri, the
provider of pay-as-you-go solar home
solutions to off-grid households across
Africa, close a new investrent of
US$26 Hiillish, led by Fortuhe Global |
500 company Marubeni Corporation. ’

-
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In the first half of the year,-Fir_st Light
Fusion successfully compnissioned its
pulsed power fusion demonstrator,
‘Machine 3’. Constructing the world's
highest-current (14 MA) pulsed
power machine dedicated to fusion
for a capital cost of only £4m was a
remarkable achievement. In October,
the UK Atomic Energy Authority
(UKAEA), the leading government lab
for fusion energy research, completed
a project to establish the basic
operating parameters for First Light's
fusion island’ concept at the heart of

"its power plant design, and concluded

that it is fundamentally viable, the
first time a start-up in the space has
received this endorsement. As at the
results publication date, First Light
has not yet demonstrated a fusion
reactlon a delay to the targeted
schedule that it had prewously
communicated. The company remains
conﬂdent that achieving fusion is a
matter of time and believes there is no
fundamental issue with its approach.
This view is supported by the eminent
First Light Scientific Advisory Board.
Balancing the progress since the

last financing round, particularly

on raactor development; with the
more recent delay to the forecast
achievement of fusion, the Group has
maintained the fair value of its 35.9%
holding in First Light at £17.9m.




i MULTI SECTOR PLATFORMS o

; The Group has shareholdmgs in two multi-sector platform

o companles Oxford Sciences Innovation plc ("OSI*) and

S : Ca_mbndge‘lnuno‘vatlon Capital plc (“CIC"). During 2019, the
... .Group has reduced its exposure to OSI and CIC, and has
C 7 exited its small holding in AIM-quoted Frontier IP Group pic,
genérafing total"pr'o'ceeds of £36.8m. As at 31 December -
12019; IP Group has-a 3.3% holding in OS! valued at £23.9m
Lo and a ﬂ O% holdmg m CIC valued at £2. 8m

- As a result of |ts 15 -year:framework agreement with the
Un|ver5|ty of Oxford, OSl is the preferred intellectual
property partner for the’ provision of ‘capital to, and
development of, Oxford spin-out companies and is
entitled to 50% of the university’s.founder equity in spin-
-out companies. In 2019 OS| has continued to support its

BT . p s . e

Additional portfolio analysis = -

Value of compa
in'the portfolio.

Number of
::mpamc

noldirig
in' 2018

Top 20

De minimis

'Excluding organic and de minimis (89 companies)

_-existing portfolio, with £58.2m further investment bemg

made and OSl leading on 32 investments. The number:of

investments now stands at 78 with a total portfolio value of .

£290.6m and cash and deposits of £173.7m. Net asset value

per share has risen from 116.1p to 118.0p during 2019.

CIC is a preferred investor for the University of C'aml‘ﬁridge;\

for the commercialisation of intellectual propert)j created
at the University under a ten-year memorandum of . _
understanding, and a Cambridge-based mvestor in

technology and healthcare compames from the lCambrldge

Cluster. Since its lnceptlon, CIC has secured £275m of

investment, invested £155.3m, and its current portfolio of 31
.investments is held at £253.6m.

2
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FINANCIAL REVIEW

The Group recorded a loss for the year of £78.9m (2018:

loss of £293.8m) and a negative Return on Hard NAV, i

on the Group’s net assets excluding’ goodwm and mtanglble

assets, of £73. 7m (2018: negative £75. Gm) ‘Net assets at

31 December 2019 were £1,141.9m (2018: £1,218.2m) and

Hard NAV totalled £1,141.5m at 31 December 2019.(2018:
--£1,217.5m), representing 107.8p-per share (2018: 115.0p).. ' o

Consolidated statement of comprehensive income

A summary analysis of the Groups financial performance is provrded below: .

‘2019 2018
£m
Net portfolio losses @ (48.4)
Change in fair value of hmlted and hmlted habihty LT !
> partnership interests - - 2.3 o
A Net overheads @ o (26.0) .
(c:irriee?F?nr:r:Egl Officer Administrative expenses - b, o
TS - consolidated portfolio companies- - -~ -+ -« - (2.6)
Administrative expenses - , ‘
: share-based payments charge: s (1.9)
IFRS 3 charge in respect of acquisition of subsidiary 3.3) .
. Carried interest planrelease ’ : o . Al
Amortisation of intangible assets . 9.9
Goodwill impairment (203.2)
Net finance (expense)/income (1.8)
Taxation [(oX)]
. (Loss)/profit for the year (293.8)
Other comprehensive income (o))
Total comprehensive income/(loss) for the year (293.9)
Exclude:
Amortisation of intangible assets 9.9
Goodwill impairment 203.2
‘Share-based payment charge T 19
IFRS charge in respect of arqm:ltlon of subsrdlary 33 -
Return on Hard: NAV L (75.6) 7

W

Deﬁned in nofe 19 A|temat|ve Performance Measures : S

z See net’ overheads table below and deflmtlon in note 29 Alternatwe Performance Measures

Net portfollo gams/(!osses) cons;st pnmanly of reahsed and unreahsed falr 'i @

value gains and losses from the Group’s: eqmty and debt holdlngs in spin-out

busmesses whlch are analysed in detall in.the portfollo rewew on pages 21 to 31

9 , ‘ ‘ . v
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A WaveOptics wafer with waveguide, enabling the projection of images for AR

Net overheads

2019 2018
£m £Em
Other income 8.6 9.9
Administrative expenses - all other expenses (29.2) (345)
Administrative expoenses - Annual Incentive Scheme (2.0) (i.4)
Net overheads €22.6) (26.0)

Other income totalled £8.6m, a
decrease on the year (2018: £9.9m)
due in part to the transfer of future
commercialisation operations of

the Group's Technology Transfer
Office to Imperial College London

on 28 February 2019. Under this
arrangement, the Group retains

its rights to earnings in respect

of existing licences, while new
commercialisation activity is
undertaken directly by Imperial,
resulting in reduced income in respect
of these activities in 2019. Additionally,
2019 saw a lower level of corporate
finance fees earned by its IP Capital
team, reflecting the lower level of
funding raised by the portfolio in 2019.

Other income comprises fund
management fees, licensing and
patent income from Imperial
Innovations, corporate finance fees
as well as consulting and similar fees,
typically chargeable to portfolio
companies for services including
executive search and selection as well
as legal and administrative support.

Other central administrative expenses,
excluding performance-based staff
incentives and share-based payments
charges, have decreased to £29.2m
during the period (2018: £34.5m),
primarily as a result of cost savings
realised from the transfer of the TTO
noted above, as well as the surrender
of the lease on 7 Air Street, the former

Touchstone head office on 22 March
2019. Offsetting these savings was
growth in the cost of the Group's
US and Australasian operations. Of
the £29.2m gross overheads, £6.5m
relates to the cost of the Group’s
US, Australasian and Greater China
operations (2018: £5.8m).

The charge of £2.0m in respect of
the Group’s Annual Incentive Scheme
(2018: £1.4m), reflects performance
against 2019 AlS targets as described
in the report on page 98.

Other income

statement items

The share-based payments charge

of £2.3rm (2018: £1.9M) réflééts thé
accounting charge for the Group's
Long-Term Incentive Plan and Deferred
Bonus Share Plan. This non-cash
charge reflects the fair value of services
received from employees, measured by
reference to the fair value of the share-
based payments at the date of award,
but has no net impact on the Group's
total equity or net assets.

Included within the Group's
administrative expenses are costs in
respect of a small number of other
portfolio companies. Typicaily, the
Group owns a non-controlling interest
in its portfolio companies; however,

in certain circumstances, the Group
takes a controlling stake and hence
consolidates the results of a portfolio

company into the Group's financial
statements. The administrative
expenses included in the Group's
results for such companies primarily
comprise staff costs, R&D and other
operating expenses. These costs
included consolidated costs in
respect of MOBILion Systems, Inc.,
for the first half of the year until its
deconsolidation on 1 July 2019.

The earrigd intérast plan ralease of
£1.3m (2018: release of £11m) relates
to the recalculation of liabilities under
the Group's carry schemes, which
include the current UK scheme,

as well as histaric IP Group and
Touchstone schemes. Payments

are generally only due to carry plan
participants when sufficient asset
realisations have occurred.

Costs of £2.5m (2018: £3.3m) were
recognised in relation to contingent
consideration payable to the sellers
Of Parkwalk Advisars Linited deeimed
under IFRS 3 to be a payment for
post-acquisition services.

Acquisition intangibles relate

to separately identifiable assets
recognised through the acquisition of
Touchstone Innovations pic, Parkwalk
Advisors Limited and Fusion P plc;
these assets are amortised over

the period to which the contractual
commitments relate and were fully
amortised as at 31 December 2019.
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Consolidated statement of financial position

A sumnrnary analysis of the Group's assets and liabilities is provided below:

Year ended Year ended

31 December 31 December

2018 ' 2018

£m £m

Goodwill and other intangible assets 0.4 0.7
Portfolio 1,045.6 1128.2
Other non-current assets | 228 18.8
Cash and deposits 184.9 219.0
EIB debt facility {82.8) (978)

Other net current liabilities 6.3 (9.9)

Other non-current liabilities {45.3) (40.8)
Total Equity or Net Assets 1,141.9 1.218.2
Exclude:

Goodwill and other intangible assets T £0.4) 0.7)
Hard NAV 1.141.5 1.217.5
Hard NAV per share 307.8p 115.0p

The composition of, and movements in, the Group’s portfolio is described in the
Portfolio review on pages 21 to 31.

Portfolio Valuation Basis

Year ended Year ended

31 December 31 December

2019 2018

£m £m

Quoted 127 133.2
Recent financing (<12 months) b 455.3 657.3
Recent financing (>12 months) ' 2511 197.9
Other valuation methods 1878 106.7
Debt 237 331
Total portfolio +045.6 1128.2

The table above sumrnarises the valuation basis for the Group’s portfolio. Further
details on the Group's valuation policy can be found in notes 1 and 15. The Group
seeks to use observable market data as the primary basis for determining asset
fair values where appropriate. Other valuation methods include: market-derived
valuations adjusted to reflect considerations including (inter alia) technical
measures, financial measures and market and sales measuresz discounted cash
flows and price-earnings multiples.

The Group engages third party valuation specizalists to provide valuation support
where required; during 2019 we commissioned third party valuations on ten out of
the top 20 h(_)ldings in respect of our half-yearly or full year reporting (2018: five).

Other Assets/Liabilities ‘

The majority of non-current assets relate to holdings in LP and LLP funds, narnely
UCL Technology Fund LP, Apollo Therapeutics LLP and Technikos LLP. These
funds give Us both economic interest and direct investment opportunities in

a portfolio of early-stage companies, as well as relationships with high-guality
institutional co-investors.

The fargest items within other non-current liabilities are loans from LPs of
consolidated funds. The Group consolidates the assets of two managed funds

in which it has a significant economic interest, specifically co-investment fund

IP Venture Fund il LP and IPG Cayman LP. The iatter was created in late 2018 to
facilitate third-party investment into the Group’s US portfolio. Loans from third
parties of consolidated funds represent third-party loans into these partnerships.
These loans are repayable only upon these funds generating sufficient realisations
to repay the Limited Partners.

At 31 December 2019, the Group
held gross cash and deposits of
£184.9m (2018: £219.0m). It remains
the Group's policy to place cash

that is surplus to near-term waorking
capital requirements on short-term
and overnight deposits with financial
institutions that meet the Group’s
treasury policy criteria or in low-

risk treasury funds rated Prime or
above. The Group’s treasury policy
is described in detail in note 2 to

the Group financial statements
alongside details of the credit ratings
of the Group's cash and deposit
counterparties.

At 31 December 2019, the Group had

a total of £16.6m (2018: £40.2m) held
in US Dollars and £0.2m (2018: £0.1m)
held in AUS Dollars.

Both IP Group and Touchstone
Innovation plc arranged debt facilities
with the European Investment Bank
(“the EIB™), total borrowings under
which totalled £82.5m at the period
end (2018: £97.8m). Of these facilities,
£15.4m is due to be repaid within
twelve months of the period end (2018:
£15.4m). The facility provides [P Group
with an additional source of long-term
capital to support the development of
the portfolio.

Share Capital

In November 2019, the Board
approved in principle a capital
reduction involving a reduction of the
Group's share premium and merger
reserves, with a corresponding
increase in the Group's retained
profit reserve, in order to create
distributable reserves at the |P Group
plc individual company level. This
gave the Group the flexibility to make
future purchases of its own shares
and/or to make future distributions
of profits in cash or specie although
at the time the Board confirmed that
it had no current plans to do so. The

. capital reduction was completed in

December 2019, and the impact is
shown in the Group Statement of
Changes in Equity, page 137.
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Cash and deposits
The principal constituents of the movement in Cash during the year are summarised as follows:
Year ended Year ended
21 December 2019 31 December 2018
£m £m
Net cash generated/(used) by operating activities {172.3> (24.9)
Net cash generated/(used) in investing activities (excluding cash flows B
from deposits) a3 (76.0)
Cash acquired on acquisition of subsidiary undertakings net of cash v
acquired) e 2.5 _
Repayment/drawdown of debt facility €15.3} (6.3)
Other financing activities ‘ 1.7 -
Effect of foreign exchange rate changes - [(eD))
Movement during period ) (24.1) (107.3)

At 31 December 2019, the Group's Cash and deposits totalled £194.9m, a decrease of £24.1m from a total of £219.0m at 31
December 2018 due largely to net cash used by operating activities of £17.3m, net cash generated by investing activities of
£9.3m and debt repayments of £15.3m.

A categorisation of the Group's cash and deposits is provided below:

Year ended Year ended

31 December 2019 31 December 2018

£m £m

Held within Group subsidiaries 188.% 199.6
Held by consolidated funds - US portfolio 5.8 15.7
Held by consolidated funds - all other funds Y ¢ X 1.8
Held by consolidated portfolio companies 0.5 1.9
Total Cash 194.9 219.0

Under the terms of its term loans with the EIB, the Group is required to maintain a minimum cash balance of £30m. The
Group is also required to hold six months of debt service costs (interest and capital repayments) in a separate bank
account, which totalled £9.4m at 31 December 2019 (2018: £3.4m).

Taxation

The Group’s business model seeks to deliver long-term value to its stakeholders through the commercialisation of
fundamental research carried out at its partner universities. To date, this has been largely achieved through the formation
of, and provision of services and development capitai to, spin-out companies formed around the output of such research.
The Group primarily seeks to generate capital gains from its holdings in spin-out companies over the longer term but has
historically made annual net operating losses from its operations from a UK tax perspective. Capital gains achieved by the
Group would ordinarity be taxed upon realisation of such holdings; however, since the Group typically holds in excess of 10%
in its portfolio companies and those companies are themselves trading, the Directors continue to believe that the majority
of its holdings will qualify for the Substantial Shareholdings Exemption ("SSE”). This exemption provides that gains arising
on the disposal of qualifying holdings are not chargeable to UK corporation tax and, as such, the Group has continued not
to recognise a provision for deferred taxation in respect of uplifts in value on those equity holdings that meet the qualifying
criteria. Gains arising on sales of non-qualifying holdings would ordinarily give rise to taxable profits for the Group, to the
extent that these exceed the Group’s operating losses from time to time.

The Group complies with relevant global initiatives including the US Foreign Account Tax Compliance Act (“FATCA”) and
the OECD Common Reporting Standard.

Alternative Performance Measures (“APMs”)

The Group discloses alternative performance measures, such as Hard NAV, Hard NAV per share and Return on Hard NAV, in
this Annual Report. The directors believe that these APMs assist in providing additional useful information on the underlying
trends, performance and position of the Group. Further information on APMs utilised in the Group is set out in note 29.
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RISK MANAGEMENT

CONTINUED .

EMERGING RISKS
The Group’s managément and Board regularly considers emerging risks and opportunities,
both internal and external, which may affect the Group in the near, medium and long term.
The Buard also considered this subject in detail at its strategy day in October. Set out below
are examples of some of the potential emerging risks that are currently being monitored by
management and the Board: e ~ ' ~

- PR - .

NEAR TERM - COVID-19 (NOVEL CORONAVIRUS)

\ e

-~ -

- e -

As the Covid-19 virus has developed over recent weeks, we have been assessing the impact on our employees and our
business to ensure that both are effectively supported and managed. We are regularly communicating advice to all of our
employees, based on local government advice in each of our geographies, that focuses on safety, travel, hygiene (including
self-quarantine) and recognising the symptoms of the virus. Contingency planning, primarily centred around remote working,
has been carried out to help ensure that the Group can continue to operate as effectively as possible. It is too early for us

to be able to fully assess the likely impact on our portfolioc companies although the fair values of a humber of the Group’s
quoted portfolio companies have experienced volatility in recent weeks. In addition, management teams are generally
following government travel advice, which may limit fundraising or comrnercial activities in the short term, However, certain
companies, such as Oxford Nanopore, have seen both disruption for certain customers alongside an increase in recent
demand for their products and services as a result of the outbreak. We will continue to monitor the impact.

NEAR TERM - CYBER AND IT SECURITY

Cyber and IT security continue to be areas of risk for the Group and its portfolio as we continue to invest in intellectual-
property based portfolio companies which could be targets for hackers or competitors and the regulatory landscape
which is evolving rapidly around data security and the increasing powers of regulators to impose significant fines on
companies who inadvertently breach new legislation such as GDPR. It is against this backdrop that the Group has now
considered that Cyber and IT security now constitutes a principal risk for the Group in its own right. While historically this
risk was recognised and captured within the risk of failing to comply with legislation, government policy and regulation
risk, it has now been elevated to a stand-alone risk.

MEDIUM TERM - THE UK'S WITHDRAWAL FROM THE EU

The UK left the EU on 31 January 2020 and at the time of writing, had entered into a transition period scheduled to last
until the end of 2020, during which it will continue to be bound by EU laws until it negotiates a new trade deal with
the remaining 27 member states. While the Group has considered that the risk posted by Brexit does not constitute a
principal risk for the Group, uncertainty in the medium term remains over certain areas that could impact the Group'’s
strategic aims, as follows:

Key risks

Performance and
management of portfolio
companies

Access to capital

Partnerships

Macroeconomic environment

could cause a short-term UK
recession which would reduce
investor confidence and
impact access to capital for
both IP Group and its porifolio
companies.

Uncertainty over grant funding
capital available for the
Group's early-stage portfolio
companies could cause
funding risks for university ,
spin out companies in the UK.

The performance and
management of portfolio
companies is crucial to the
sticcess of the Group and,
as a result, the preparation
that portiolio'company
management teams have
undertaken to address key .
Brexit risks will be central
to the successful navigation
of operational and other -
issues that may impact
their performance.

" The macroeconomic

. student movement to the

+ University research
funding risks could mean

" that the UK becornes

. a less attractive place
for academics to come
and perform research

. projects in the UK.

environment has an
irnpact on long-term
recruitment and olanning
for companies. Additional
visa restrictions will also
impact academics and

UK, thus affecting the

pool for potential portfolio
companies and the quality
of university partnerships.

LONGER TERM - CLIMATE CHANGE

Climate change continues to be a key concern of the Group and all its stakeholders. IP Group invests in technology which
has the potential to have positive impacts on the environment and the Group is well positioned to take advantage of the
changing preferences of governments, businesses and individuals, see case study on C-Capture Ltd on page 55.
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Summary of principal risks and mitigants

A summary of the principal risks affecting the Group and the steps taken to manage
these is set out below. Further discussion of the Group’s approach to prmcnpal risks and
uncertainties are given on page 90 of the Corporate Governance Statement and pages
115 to 119 of the Report of the Audit and Risk Committee, while further disclosure of the
Group’s financial risks is set out in note 2 to the consolidated financial statements on

pages 146 to 148,

Following the 2019 annual review process, the
Group's principal risks were updated to elevate
Cyber and IT Security Risk to an independent risk
where historically this risk was captured within
the legislation and regulation risk and Access to
Capital has been split into two separate risks to
better capture the funding risks for the Group as a
corporate entity and the funding risks associated
with its portfolio companies. The heatmap below
describes the relative potential risks posed by each
of the Group's identified principal risks.

PRINCIPAL RISKS
@ insufficient capital: Group

@ Insufficient capital: portfolio companies

@ Uncertain investment returns

@ Failure of university relationships

@ Personnel risk

@ Macroeconomic conditions

@ Legislation, governance 'and regulation
) Cyber and IT security

@ International operations

Likelthood

Risk appetite ratings defined:

. Very low

following o zrapnzl-risk, margmal-rowvard acproach that
represents t~e safest stiateqic rodte available

saeki~g 5 integrate sufficient control and miticaticn

.temu.L 4 Lrder Lo aceormnodee a luw level of risk

though this vill also hmit revard potsnt.al
Balanced

n asproach whah brings a-high-ghance-ofsi £5n

censidenng the risks. along with reasonable re\'«axdg s
econcm;ic ard othervise
High
sulling o consianr bholder opportunitias with bigh
of r.s«<in exchange for increased BUsingss PayeTes

Very high
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_‘CONTINUED o

” Consideration of risk appetite:

' The industry the Group operates in inherently involves accepting risk in order to achieve the Group's strategic aims of

) creating and maintaining a pipeline of compelling intellectual property-,bésed opportunities, developing and supporting

. its portfolio companies into a diversified portfolic of robust businesses and delivering attractive financial returns on those
: assets and third-party funds. The Group accepts risk only as it is consistent with the Group's purpose and strategy and
T Wwhere they:'can be appropriately managed and offer a sufficient reward. The Board has determined its risk appetite in

' - relation to each of its principal risks and considered appropriate metrics to monitor performance to ensure it remains within
the defined thresholds. The Board's assessment of risk appetite is described in the summary of each principal risk below.

R L T ' . U ACTIONS TAKEN BY MANAGEMENT .~ APPETITE

/ B ¥ ¢ 5 g The Group has significant internal capital and
g 4 managed funds capital lo deploy in porlfolio»
opportunities

The Group regularly forecasts cash requirements

of the portfolio and ensures all capital allocations

are compliant with budgetary limits, treasury policy
guidelines and transaction authorisation controls

The Group ensures that minimum cash is available
for maintain sufficient headroom over debt . -

d : covenants and regulatory capital requirements

N Pi. . A S I VELOPEIENT DURING THF, YRAH.,

; Significant proceeds from sale of equity and debt
P g : ) investments in the year (£79.5m)

. _+ The Group's share register diversified in the year
- ¥ K 3 and saw significant changes in the constitution of
its major shareholders.
: : i e . The Group's share price traded below NAV during

’ S5 . the year which makes it less attractive to ralse new’
capital through share issues :

\\

. s .uit.T.. . CHANGEFROM 2018 -

¢ O ! C A . b . R . . N
: b, g - . o o
. . . -
H i . [y .. Ao 0 0 6 m . o
Develop "Deliver* - Increase = Decrease No change ' )

) € g
Balanced

. . ’ .
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Tho Group operates a corporate flnance function

'whnch cames ‘out fundralsmg mandates for

portfoho cormpanies
i~ e

The Gr up mamta:ns close, relatlonshlps with.a wnde g
vanety of co-irivestors that focus on companles at

.drffermg stages of development

The Group regularly forecasts cash requlrements of .
the portfoho i

. While Parkwalk Advncors operates |ndependently
they have been.and continue to be an important
co-investor. of the Group, supporting shared

portfohocompanles Co

B

\‘/ELO.'PM‘AE'NT;QURING THE YEA

P Group hosted investor events in 2019 including

a Deep.Tech Forum in China and the IP Group
Technology Surnrmt in the US to showcase portfolio
“technology to mvestors ) B
Contrnued management of an AUS$TOOm trust for
an Australian Super Fund’ which has.a. mandate to
co-mvest with 1P Group plc portfoho companies. In
the year 'four Group portfoho companies received

‘fundmg from this investment vehicle.

. CHANGE.FROM2018
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The Group s employees have sngnlﬁcant exoenence
m sourcmg, developlng and growing early—stage o
technology compames ‘to significant value

st

|nclud|ng use of the Group S systematlc opponumty
evaluatlon and busmess building methodologles
within delegated board authontues o

Members of the Group s senlor |eadel’5hlp team
often serve as non executlve dlrectors or adwsers
to portfoho compames to help 1dent|fy and remedy
crltucal |ssues promptly _' -
. Support on operatlonal and legal matters |s offered
" to minimise fallures due to common admlnlstrat:ve
factors ’

"The Group has cpln out company holdmgs:across
.. different sectors managed by expenenced Sector-
" specialist teams to reduce the impact of a snngle
company fa||ure or sector demise |

The Group; maintains significant. cash balances

and seeks to employ acapital efficient process
deploying low levels of initial capital to enable
|dent|ﬁcat|on and mitigation of potential failures at .
the earliest pmsuble stage { :

The Group's portfolio. cdmpanies raised
approximately E430m of capital i |n 2019

The Group mamtamed board representatlon on
. more than 92% of \ts focus compames by number
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The Group continues to consider and, where
appropriate, enter, Into new and innovative
_.partnerships and collaboratlons with research
institutions e :

.The Group has been able to source opportumtles
through nonv exclyswe \relatlon§h|p,s, and cher
sources 3

Meémbers of the Group's senior team work closely

- with partner institutions to‘ensure’'that each
commercial relationship is' mutually beneflc«al and
productuve

The ‘Group track record ln =] commeraallsaty Y.

‘may make the- Group a partner of choice for=" -

other |nst|tutlons actmg as a barrler to entry for
© competitors ‘ :

'Iﬁtegyrated the manhagement of UK university
«partnerships, wnthm the UK |nvestment«partnersh|p
tearns o coan

000

N Develop . Deéliver” Increas= . Decrease  No change ) B ’ C
s < . oL ) BTN ? ~ "
Very low Low Balanced High Very high
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Senior,team succession plans have been developed

The Grot;ip carries out regular market comparisons
for staff and executive remuneration and seeks
“to offer a- balanced incentive package compnsmg
a mix: of salary beneflts performance—based i

* long-term incentives and benefits such as flexlble

working and:salary. sacrifice-arrangements

" The Group ‘encouragbs employee development
and inclusion through coaching and mentoring and
carries out annidal objective setting‘and‘appraisals’-
The Group promotes ah opeh culture of -

- commumcatlon and- provudes an:inspiring -and -
challengmg workplace where' people. are given’
‘autonohy to do theirjobs: “The-Group is fully =
supporiive-of flexible working and has enabled
employees to work fle)ublya »

Created IP:Gorinect employee forum:and appointed” ¥
desighated non-executive director to facilitate *
dialogue with Board in both diféections: Part-of IP:
Connect's remit is also to support the evolution

~of the culture and- continuo'usl imprqvament of
worklng life at-the Group.. N

« Continued to support the 30% Club mltratlve and

" during the year:17 employees across the Group took
part in.the Club’s annual cross- company mentoring
programme. . - o

,

«. Continued to dedlcate resources to, remuneratlon
’ andlncentlwsatlon i ap, T mn

"
v
)

', . Staff.attrition, excludmg the technology transfer
operations, was 18.5%, broadly flat with 2018.

- Approximately 42% of employees have been W|th
the Company for at least flve years.
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* and economic updates from the Group’s capltal
_ markets team and its brokers

. Slx—monthly budget and quarterly capltal allocatnon
. ‘process and monitoring against.agreed budget

, Regular-oversight of upcoming capital requirements
of portfolio-from both the Group and third parties

-+%= The Group’s Risk'Council conducts horizon
¢ 'scanning for upcoming events which may impact
~the Group such as.a hard Brexit or'clirhate change.

—
Macroeconomlc and, geopolltlcal condltlons
remain uncertain in the UK. The UK left'the EU on

03 January 2020 and at the time of writing, had

N entered into a transition.period scheduled to last

untit the end of the year, during which it will continue
tobe bound by EU laws until it negotiates a new
‘trade deal with the remammg 27 member states.
Uncertalnty remalns on the long term |mpacts of
Brexnt and ant:cmated ‘future trade deals. '

Brexnt process remamed a source of uncertalnty in
the year. The Risk COUI‘ICll recorsSldered the Fisks

- pqsed by a hard Brexit for the Group's operations
and portfolio companies and took precautionary

* -actions to ensure any impacts were mltlgated
appropnately

@ 0 0 0

Deliver ." ‘Increase’ .. Decrease No change New

Very low Low Balanced ngh Very high

*7* Develop




RISK MANAGEMENT - © - = o :

CONTINUED' Pt Lo ‘_f‘ i \' vy

’ Umvers \A partners are mcentrvnsed to protect thelr

~ P for exploitation as the partnership‘agreemerits
share returns between unlversntles academlc
founders and the Group

The Group ut:llses profess:onal adwsers as
appropnate to support lts monltonng of and
response to changes i m tax msurance or other
legislation” =

The Group has iriternal polici€s and procedures .
to ensiire its compllance w:th appltcable FCA
regulatlons -

'A The Group mamtalm D&O professtonal mdemnlty
and clinical trial i lnsurance policies -

ELOPMENT DURING THE YEAR
. Ongoing focus.on regulatory comphance lncludmg
i ‘th|rd party revnews and utlllsatlon of speclahst
. advisers z ol :
UK Government has' ¢oimmitted‘to university ~
funding-and has emphasised.the- importance of
science and innovation » " - P

Group.of specialist therapeutics: adwsors
contmually consulted - ‘o

) CH;ANGE F'R__O'M'zo-is'-‘ e
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_The Group reviews its data and cyber-security
processes with its external outsourced T, provider
and applies the UK Government’s “ten steps"
framework ’

N,

Regular IT management reportlng framework in
place

Internal and tluro party reviews of policies

and procedures in place to ensure appropnate
framework in place to safeguard data :
Assessment of third- party suppllers of cloud based
.and on-premises systems in use

Ongonng focus on lT secunty and staff tralnlng
evlncludlng lnlerna| audlt rewews and utilisation of
speuallst advisers .., e .

:+ Implementation of network and |nfrastructure
. security systems to respond to emerging threats

Continued -programme. of penetration. testing

‘Review of. business continuity and dlsaster recovc-ry
_plan undertaken in the year - 2

CHANGE FROM 20

. KEY - P R « . ) .. . e e s e s e P, PR
» Develop .Deliver” ° Increase’ Decrease Nochange  New
TN s - (R .o .
. Very low . Low Batanced High Very high
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Local legal and regulatory advisers have been
engaged in the establishment phase of overseas
operations. US and Australasian teams have their
own in-house legal teams who regularly report to
the UK-based.General Counsel

IP.Exec. and HR are |nvolved in senlor h|res for new ’
" territories. Senior |nternat|onal personnel include

currént-and former.UK employees, encouraglng a

shared culture across terntorles FRE e

There is regular travel between the UK and other
lerrilories lo ensure-lie Group is aligned inils,., 3
strategy and culture, . . . . ,
The risk management.framework in place across
each business unit has been established in each

" intefnational territory and is-integrated into the
Group s regular rlsk management processes and

. \,Thrrd party:supphers are used for accountlng and ..
payroll services to.reduce the risk of fraud

Coordmatron of risk reportmg across Austraha
Hong Kong and USA A

Developed a US operating manual alongside . ; -
professronal advrsors having restructured the US
operation’ |n late 2018

Applucatuon for Hong Kong reguIatory permlssrons N
being explore_d with specialist Jocal advisors .. .,
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Viability statement

The directors have carried out a
robust assessment of the viability of
the Group over a three-year period
to December 2022, considering

its strategy, its current financial
position and its principal risks. The
three-year period reflects the time
horizon over which the Group places
a higher degree of reliance over the
forecasting assumptions used.

The strategy and associated principal
risks underpin the Group’s three-
year financial plan and scenario
testing, which the directors review at
least annually. As a business which
seeks to develop great ideas into
world-changing businesses, our
business model seeks to balance
cash investments, the generation

of portfolio returns and ultimately
portfolio realisations. The three-year
plan is built using a bottom-up model
and makes assumptions about the
level of capital deployed into, and
realisations from, its portfolio of
companies, the financial performance
(and valuation) of the underlying

portfolio companies, the Group's
utilisation of its debt finance facility
and ability to raise further capital, and
the level of the Group's net overheads.

To assess the impact of the Group's
principal risks on the prospects

of the Group, the plan is stress-
tested by modelling several severe
downside scenarios as part of the
Board's review of the principal risks
of the business. The severe downside
scenarios model situations where, at
the end of 2020, the Group has been
unable to raise additional equity or
debt finance or generate significant
portfolio realisations. Under these
scenarios, significant reductions to
portfolio and fund investiments and
the Group’s operating cost base are
made in the following two years to
preserve the Group's remaining cash.

Specifically, management has
identified the most likely and
potentially significant adverse impacts
from Brexit, over the three-year
period under consideration, to be
reduced availability of capital and a
weaker macroeconomic environment,

. .

.

Ve
R
3
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which would adversely impact

the Group’s financial returns. In all
scenarios modelled the Group remains
solvent at the end of the three-year
period and no breach of EIB financial
covenants occur. Given the severity of
the assumptions used in the scenarios
it is considered that Brexit-related
risks are adequately incorporated into
the sensitivity analysis.

Based on this assessment, the
directors have a reasonable
expectation that the Group will
continue to operate and meets its
liabilities, as they fall due, up to
December 2022.
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A sustainability framework

In order to reiterate our commitment to
responsible business practices and investment,
IP Group has aligned its portfolio with the
Sustainable Development Goals ("5DGs").

The SDGs, created by the UN, are the blueprint
to achieve a better and more sustainable future
for all. Through the activities of IP Group, we
address a number of the global challenges
identified by the SDGs.

As mentioned earlier in the report and by way
of illustration of the positive impact of IP Group.
we have invested more than £850m in the UK in
science and technology, created more than 300
companies and approximately 5,000 jobs.

We invest in businesses that are developing
cutting-edge solutions in the fight against
non-communicable diseases such as cancer and
lung disease as well as diagnostics companies
that can identify and reduce national and global
health risks. Read more in the Oxford Nanopore
case study on page 54. These companies can
help to change the world through a healthier
society.

One key global challenge is atfordable and clean
energy. |P Group’s portfolio includes companies
that provide cheaper and cleaner energy. Within
our portfolio, we also have businesses that

focus on the development of carbon capture
technology in order to reduce CO; emissions

and develop energy management systems for
electric cars.

There are positive impacts from the technology
and innovation supplied by IP Group's portfolio.
We estimate that the Group and/or its portfolio
companies are currently influencing all 17 SDGs.

However, to build on work done around mapping these companies

to the SDGs last year, we have looked at which SDG targets are
associated with individual goals and how our portfolio companies can
help achieve these targets.

We have concentrated on the six most relevant SDGs to the Group.
While SDG 13 is a high-level goal aimed at governments, we believe
that the technologies and services provide by some of our portfolio
companies can help to achieve the targets associated with this goal.

2 ‘ | $9%7
3 L)
]

At Group level we:

» Support the wellbeing of our employees

+  Provide training opportunities to continually develop our
employees

- Have implemented a quarterly speaker series with 'high impact
women’ in our industry

« Have committed to offsetting IP Group’s carbon emissions (see
page 58) and waste impact

+ Support cornmunity projects that support talented young people
from disadvantaged backgrounds

+ Endeavour to conduct our business in accordance with best
practice

52 IP Group plc Annual Report and AccountsA for the year ended 31 December 2019
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in January 2020, Oxford
Nanopore announced it was
working with a number of
public health laboratories
in China and elsewhere,

to support the rapid
sequencing of the novel
Coronavirus that was first
seen in Wuhan, China.

o READ ABOUT OUR

@) susTAINABILITY
ON PAGES 50 TO 53

54

Sequencers provide
rapid, near sample
sequencing to monitor
the virus

Sequencing the virus can support
‘genomic epidemiofogy’- characterising
the virus and helping public health
authorities to understand the identity
of the virus, whether it is changing and
how it is being transmitted.

Nanopore sequencing workflows can
map the virus's genome within eight
hours. it is the only technology in the
world that can provide this field-based,
real-time sequencing capability and has
provided support in many outbreaks in
this field setting, including Ebola, Zika,
yellow fever and Dengue.

In January, Oxford Nanopore sent 200
of its MinlON sequencers to China to
support surveillance of the outbreak

of the Coronavirus. The portable
sequencer, which is approximately

the size of stapler, was designed for
broad accessibility. It weighs under
100g and is run with a laptoep or special
accessory, the MiniT, to perform data
analysis.

Oxford Nanopore staff have also been
working with communities in China to
support the development and sharing
of best practice and protocols for the
sequencing of this virus. Staff also
offer technical support to public health
authorities all over the world, the
technology is also being used in the
USA, UK and many other countries.

How IP Group has
supported ONT

IP Group provided the criginal seed
funding to Oxford Nanopore (ONT)
in 2005 and has backed humerous
follow-on funding rounds. The
Group has introduced many new
shareholders and helped recruit
directors, including a number of
members of the executive team.
Oxford Nanopore is the Group’s
largest holding by value and its work
is aligned with a number of the SDGs,
including:

SDG 3 and SDG 3 target - 3.3 Fight
Communicable Diseases

IP Group plc Annual Report and Accounts for the year ended 31 December 2019




CASE STUDY: C-CAPTURE

Helping to achieve ‘net zero’

in 2019, the UK became
the first major economy

in the world to commit to
‘net zero’ by 2050. The
target will require the UK
to bring all greenhouse gas
emissions (GHGs) to net
zero with any emissions
balanced by schemes to
offset equivalent amount
of emissions through
technology such as carbon
capture and storage (CCS).

— [} READ ABOUT OUR

SUSTAINABILITY
Q ON PAGES 50 TO 53

C-Capture provides new
world-leading technology ifor
capturing carbon dioxide from
large-scale emis€ions

Partnership with Drax
Power Station

C-Capture is currently one of three
providers conducting a demonstration
project at Drax Power Station in North
Yorkshire which, when scated up, will
remove carbon dioxide from emissions
produced by Drax’s four generating
units that are fuelled by sustainable
biomass.

The bioenergy carbon capture and
storage (BECCS) project at Drax,
which is the first of its kind in the
world to capture carbon from a

100% biomass feedstock, has the
potential to be the greatest single
CO, mitigation project serving the UK
electricity sector. This is because it
has the capacity to produce negative
emissions meaning CO; is removed
from the atmosphere at the same time
as electricity is being produced.

As work towards decarbonisation and
achieving net zero has progressed

in 2019, so too has the adoption of
C-Capture's technology. The company
started the year being named as

a Sunday Times Volvo Visionary,
received a further £3.5 million in
funding from P Group, BP and Drax,
sighed an agreement to work with
Norway's SINTEF institute on a new

d STRATEGIC
REPORT

phase of R&D into carbon capture
technologies and was in the ‘Leading
on Clean Growth: The Government's
Response to the Committee on
Climate Change’s 2019 Progress
Report to Parliament - Reducing UK
emissions report, which highlighted
the BECCS plant at Drax and its roles
in helping in the UK's energy transition
to net zero. The company ended

the year on a high, being named as
Business Green's ‘Breakthrough of the
Year’ in its Technology Awards.

Link to SDGs

"C-Capture's goal is to make energy

cleaner through decarbonisation
and use of renewable fuels, without
making it prohibitively expensive to
the consumer.
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SUSTAINABILITY

CONTINUED |

Carbon offsetting at
Arnott’'s Loan, Dunbar, Scotland |

Environment

As described above, we believe

the indirect environmental impact

of the Group to be positive when
considering the potential of our
portfolio companies to influence
major global challenges addressed
by the UN's 1/ SDGs. However, we
also consider the direct negative
environmental impact of {P Group
plc and its subsidiary companies,
including through emissions caused
by staff activity (e.g. travel) and
premises and are committed to
ensuring these remain as low

as possible. We aim to ensure

that the business operates in an
environmentally responsible and
sustainable manner. The single biggest
contributor to our direct emissions
remains business travel, particularly
overseas flights. Employees are
therefore encouraged to host
meetings via video conference where
possible, thereby only engaging in
business travel when necessary, and
to use public transport. The Group
also focuses on waste prevention,
has recycling facilities within its
offices and has trained employees on
their use. You can read more on the
Group's greenhouse gas emissions on
page 58..

56

Carbon offset

Despite the relatively fow direct
negative environmental impact of

the Group, we have, for the second
year, offset 100% of the Group's direct
2019 CO2 equivalent greenhouse

gas emissions. As in 2018, we have
done this through a programme of
supporting UK woodland creation
certified under the Government's
Woodland Carbon Code. Our
commitment has supported the
planting of 4,022 trees, 1,000 tonnes
of CO2 capture and three hectares of
new woodland near Dunbar, Scotland.
Our support for woodland creation
will not only mitigate our entire
carbon footprint but also deliver
additional benefits to society and the
environment.

The specific project that 1P Group

is supporting through its carbon
offset activity is called Arnott’'s Loan
and it consists of 75% oak with the
remainder silver birch, alder, hazel,
hawthorn and rowan. The woodland
connects two existing mature oak
woodlands and will improve water
quality and biodiversity over one
mile of streambank. The site will be
sustainably managed on a continuous
cover basis, meaning long-term and
gradual thinning and replacement of
trees creating a natural all-age forest.

The Woodland Carbon Code delivers
independently certified woodland
creation projects - audited by

UKAS accredited bodies to 1ISO
standards - that offer tangible social
and environmental benefits; it is the
only standard of its kind in the UK.

Woodland Carbon Code credits are an
accepted mitigation mechanism under
government corporate environmental
reporting guidelines.

All Woodland Carbon Code certified
projects offer public access as a core
requirement, and woodlands also have
a significant role to play in mitigating
flooding, reducing air pollution,
cleaning watercourses and creating
habitat for biodiversity. An investment
in woodland creation contributes to
the UK'’s rural economy by helping to
create jobs in the forestry and nursery
sector, and also makes a contribution
to the UK's national carbon budget,
enabling the country to meet its
climate change obligations.

The Code ensures that:

» The right trees have been planted,
in the right place;

« Carbon capture estimates are site
specific, scientifically sound and
risk adjusted;

+ The woodlands are managed to a
high standard and protected in the
long term;

« Projects will be subject to
long-term monitoring and
re-certification; and

+ The trees would not be there but
for the intervention of carbon
offset buyers.

IP Group plc Annual Report and Accounts for the year ended 31 December 2019



Social

IP Group aims to conduct its business
in a socially responsible manner, to
contribute to the communities in
which it operates and to respect

the needs of its employees and ali
of its stakeholders. We recognise
the importance of diversity and
have instigated a number of
initiatives on this detailed on page
64 under "employee diversity”. A
key community initiative for the
Group has been its three-year
strategic charity partnership with
Generating Genius, a charity set up
to support talented young people
from disadvantaged backgrounds to
help realise their potential in STEM
(science, technology, engineering and
maths) subjects. More information
on this is set out under "Community
Engagement” on page 58.

The Group also seeks to ensure

that there is diversity in the supply
chain, working with SMEs as well

as larger organisations. Where
possible, vie work with local
suppliers, therefore impacting
positively on the communities where
we operate. The Group is also a
sighatory to the Prompt Payment
Code. IP Group seeks to operate

as a responsible employer and has
adopted standards which promote
corporate values designed to help
and guide employees in their conduct
and business relationshibs. The
Group seeks to comply with all laws,
regulations and rules applicable to its
business and to conduct the business

in line with applicable established best

practice. We take a zero-tolerance
approach to bribery and corruption
and implement and enforce effective
systems. The Group is bound by the
laws of the UK, including the Bribery
Act 2010, and has implemented
policies and procedures based on
such laws.

Governance

The Group seeks to conduct all of

its operating and business activities
in an honest, ethical and socially
responsible manner and these values
underpin our business model and
strategy. We are committed to acting
professionally, fairly and with integrity
in all of our business dealings and
relationships with consideration for
the needs of all of our stakeholders,
including university partners,
investors, suppliers, employees, and
the businesses in which the Group
has holdings. IP Group endeavours to
conduct its business in accordance
with established best practice, to be
a responsible employer and to adopt
values and standards designed to
help guide staff in their conduct and
business relationships. As a publicly
traded entity, IP Group actively seeks
to engage and maintain an open
dialogue with both institutional and
private shareholders through its
investor relations programme. You
can read more in the Stakeholder
Engagement section on pages 66

to 75.

Policies

Copies of the Group’s policies in
relation to anti-slavery, environmental,
equal opportunities and diversity,
prompt payments, speaking up, anti-

corruption and bribery, anti-facilitation

of tax evasion and data protection
can be found on the Group's website:
www.ipgroupplc.com.

- STRATEGIC
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Cyber Security

Over the course of 2019, the

Group conducted a cyber maturity
assessment with the PwC internal
audit team and engaged cyber
security specialists, the NCC Group,
to carry out a further review.

These reviews led to a series of
recommendations that have been
implemented to reduce the risk to the
Group of a cyber incident or a data
breach. Notable changes included
the establishment of a cyber security
working group, increased automated
IT management reporting, a review of
the policies and procedures in force
and the implementation of additional
security systems. An ongoing
programme of security training for
employees and penetration testing
remains in place. The Group takes
the threat of a cyber incident very
seriously and endeavours to mitigate
this risk wherever possible.
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SUSTAINABILITY

CONTINUED

Greenhouse gas
emissions

This year, the Group has reported on
all of the emission sources required
under the Companies Act 2006
(Strategic Report and Directors’
Reports) Regulations 2013. These
sources fall within our consolidated
financial statement. In 2020 IP Group
will be required to report in line

with the new Streamlined Energy
and Carbon Reporting (SECR)
requirements for the first time for the
period 1 January 2020 to 31 December
2020.

An operational control approach

has been used in order to define

our organisational boundary. This
approach requires us to report on all
assets that are under our operational
control. As a result, any investment
subsidiaries and tenanted offices have
not been included in the scope of this
report. All carbon emissions classified
unhder Scopes 1, 2 and 3 have been
included, including well to tank
emissions where available,

Methodology

The Group has employed the

services of a specialist adviser, Ditto
Sustainability, to quantify the GHG
emissions associated with the Group's
operations. The analysis was done

in accordance with the international
standard |S014064.

The greenhouse gas inventory has

been calculated in accordance with
1ISO14064 and the World Resources
Institute’s greenhouse gas protocol.

Emissions factors calculated based on
an office location:

- UK - 2019 UK Government
Greenhouse Gas Conversion
Factors for Company Reporting

« USA - Emissions Factors for
Greenhouse Gas Inventories 2018

« Australia - National Greenhouse
Accounts Factors August 2019
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Target and baselines

Although IP Groups total emissions have reduced, IP Group’s carbon intensity has
increased in 2019 compared to 2018. Carbon intensity for the Australian offices is
much higher than other parts of the business and has been a growth area for the
business.

Absolute emissions

The total greenhouse emissions from IP Group plc's operations in the financial
year 2019 (year ending 31 December 2019) were: 721.4 tonnes of CO2 equivalent
(tCO2e) which we completely offset through the Dunbar woodland project as
described on page 56.

2018

2018 restated“

Tonnes Tonnes

co2 CQO.e

GHG emissions 2 721.4 908.8
Scope 1© 89 14.8
Scope 2 (location-based)® 134.4 126.0
Scope 39 " 5651 768.0
Carbon offset via woodland projects £721.4) (908.8)

Total GHG emissions post carbon offset

1) Scope 1 being emissions from the Group’s combustion of fuel (direct emissions) and
operation of facilities.

(2) Scope 2 being electricity (indirect emissions), heat, steam and cooling purchased for the
Group’s own use.

(3) Scope 3 being all indirect emissions (not in scope 2) that occur in the value chain of
the reporting company, including both upstream and dowwnstream emissions 2019
(112 employees and 2.245m2 office space).

(4) Restated to reflect consistent estimation basis with 2018 GHG emissions.

intensity ratio

In order to provide context to IP Group’s emissions year-on-year we've calculated
the total carbon in relation to two relevant metrics, floor area and FTE, which
give an indication to the size of the organisation and its potential impact on the
resulting carbon emissions.

Carbon
tCOe FTE m?  tCO.e/FTE tCOze/m?
2019 7214 M 2,245 6.4 0.32
2018 2908.8 167 4,706 54 0.9
Flights

As with previous years, flights are still the largest contributor to IPG's carbon
emissions despite a gradual reduction in emissions from flights from 581 tCO2e in
2018 to 426.9 tCO2e to 2019.
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In 2019, IP‘Gréup eritered the final
year of its three-year strategic
partnership with Generating Genius.

The charity aims to address the
attainment gap of black, Asian and
minority ethnic (BAME) students
compared with other demographics
within STEM (science, technology,

engineering and maths) subjects

and related industries by sqpporting '
talented and able students over a

; prolonged period of tlme with a
mix of academic and professnonal

engagement ,

. Dunng the year, the orlglnal cohort of -

50 students supported by the Group’s
donation completed their GCSE
examinations. Out of these:

+ 42 studied Maths - of which 88%
achieved grades 9-7 .
(A**-A equivalent) "~ [

+ 37 studied Chemistry -
64% grades 9-7

‘In aadl\tion to its donation of £33,333

. 29“stud|ed Blology -
82% grades 9-7

+ 34 studied Physics -
69% grades 8-7 . ¢

The original 50-have now joined
Generating Genius’,Uni Genius
programme (for. years 12 and 13),
along with newly recruited individuals.
The Group s donation has also

been used to support an ‘additional

- 104 students at different stages of
_Generatlng Genius’ programmes.

(2018 £33 .333), the Group continued
to work w:th Generatmg Genius
through its Charity Liaison Team to )
deliver a'Host Day and two weeks of
work experience for four students. At
the Host Day, students gained insight
from the careers and professional
history of speakers from both IP
Group and selected Group portfolio
companies This was followed by a
de:lgn challenge where young people

“were put into groups shd asked to KT

solve a questlon sourced from the

‘ '_ speakers own work. Students were
) challenged to decide on the next step -
“ bfa drug S development path, think

of ways to commercialise quantum
computmg and even grappled writh
* pusiriess ethics.”

Work experience weeks saw

students learn about how IP Group
works in rore detail. This was -
achieved through meetings with
representatives from teams across the
Group and projects that ranged from
making investment recommendations
to formulating policy advice.

Outside IP Group, Generating Genius
students participated in a series of
~events, masterclasses, and work
) eXperiénC‘eS"to further develop their
' skllls and lnform thelr future educatlon

and career decrsmns at |nstltuf|ons

“'such as St Anne's College at the

University of Oxford, the University of

-Leeds, Barclays Bank; and Kilburn &

Strode. - . .

A list of the‘othelr charities that IP

Group has supported to date can be
found on the Group’s website:
www.ipgroupplc.com.
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SUSTAINABILITY

CONTINUED ’

Responsible stewardship
In 2019; IP Group'increased its focus
on stewardship of our portfolio to
ensure that investee compames are
mindful of jssues such as cllmate )
change, daversuty and strong

govemance themes thch are I<ey to
the vaIues of the Group

=l

We réco§i1I§e'then‘I’Inportanceyof ,
ensuring "that the busmesses we help

create’ cornply with ali appllcable

| B S
envnronmental ethical and ‘social ' F

Ieglslatlon Furthermore our dlrect
mvolvement in many of these g
compantes allows greater scope to”

engage with thelr management team‘ls: ‘
. and offer gundance e

IP Group plc Annual Report and Accounts for the year ended 31 December 2019

ot [N A% o e

As a flrst step IP Group coIIected data'

from portfollo companles to enable us
to get a clearer picture of current ESG

in 2019 we enqaqed wrth 49 A
companles representmg 75% of. the

at June 30th 2019 s

v -

a .

~_standardsand to set'a; ‘benchmark for .« '«
‘future measurement: - v s s C

[y

; compames held in the focus portfollo ' ,'J :
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To ensure high standards of
‘compliance are reached in
ESG, IP Group, will in 2020,
. .offer help to companies,
including:
1.” ASustainability’ toolkit - outlining
" pest practice and encouraging a
more progressive approach to ESG )
i issues;

' 2. Engaging in meaningful dialogue
with portfolio cormpanies in
relation to routine and event-driven

...~ shareholder resolutions;:and

3. A list of suppliers (for example
measuring GHG data, supplying HR™
training, analysing flight data, 30%
Club). ; ’

" In addition to the support they

““réceive frorn the Group, our portfolio

- comp‘anie‘s“often'seek funaing ’

from other sources, both pubiic : .- . -
(such as govérnrﬁent-backe‘d grant : L . . _
funding) and private (from sources 4 : -

- JOBS CREATED

___ranging from angel investors and

SEE OUR STRATEGY IN
ACTION ON PAGES 52

« small privately owned funds, to Iafrge N ‘BY.IP GROUP AND . « To 53 N e s
institutional investors), and the Group - & - PARKWALK TOTAL n " ) o
will often assist in gaining access S :
. to this financial capital. The Group R 75@ @1 . R ) ) '
complies with all applicable legislation X - . o ’
' in this respect and communicates , . o ) L . , . o
* - “:with its co-investors in-an appropriate Approximately, from current and exited | . " ? e :

* and-transparent manner. “investments.

. . \




CSUSTAINABILITY

- CONTINUED. .. .

Culture

A purpose-led culture

IP Group's success is highly
dependent on attracting, developing
and engaging exceptional people
across a range of disciplines. We have
always had a strong story that people
can relate to and find compelling - the
basic concept of creating businesses
that address some of the most
challenging issues in the world is a
powerful one.

As a result, IP Group has always had
a purpose-led and entrepreneurial
culture - one in which our diverse
team are deeply committed to what
we do, and together help to deliver
ground-breaking work.

in 2014 we codified that culture in our
first set of values, an exercise which
involved all members of the team. The
output was the three Ps - Passionate,
Pioneering and Principled.

Over recent years, the IP Group team
has evolved in a number of ways:

1. Becoming more international
with operations in the UK, US,
Australasia and Greater China

2. Growing the team through the
acquisitions of Touchstone
Innovations pic and Parkwalk
Advisors

3. Shifting to a partnership model,
with Technology and Life
Sciences partnerships with
increased delegated investment
and divestment decision making
authority, working alongside the
internal specialist teams

As the team and Group have evolved,
so too has the culture. To help us
take stock, at the end of 2018, we
undertook our first engagement
survey and, in 2019, we gathered
feedback from the team on the IP
Group culture.
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Engaging the team
In the engagement survey, we saw
good scores and feedback around
pride in working for the company.
The responses showed a particular
strength around flexible working and
people feeling able to balance home
and working lives. Areas flagged

for improvement included internal
communication; in particular people
wanting to hear more about the IP
Group strategy and decision making.

As a result, the Group undertook

a number of initiatives aimed at
increasing the accessibility of the
senior team tc employees. These
included increasing the frequency of
our All Staff meetings, a weekly update
from the CEO as well as face-to-face
sessions with our executive team.

The Group also launched a new
intranet and reviewed its onboarding
communication for new joiners. We
continue, through our regular internal
communications, to share stories

of the great work happening in the
portfolio. These initiatives have been
positively received by the team.

Employees have also had the
opportunity to get involved in our
Generating Genius collaboration - our
thirst for new ideas and passion for
science has been a great fit.

Reviewing the IP Group
culture

Following the integration of
Touchstone innovations pic in
particular, we also felt it was the
right time to reflect on the culture of
the Group. At our summer All Staff
meeting ran a session with the UK
team to start the conversation on
what culture is, how each individual
contributes to it and actions we could
take to positively influence the cutlture.
One of the key themes from the day
was the desire to encourage a more
collegiate and communal working
environment. As a result, a range of
cross-team social activities have taken
place, as well as improvements to the
working environment.

In addition, we asked for volunteers to
provide feedback against a range of
cultural dimensions. We received input
from a wide range of people (teams,
geographies and seniority) including
the CEO and his direct reports. The
responses reflected the diversity of
the participants, however, there were
some common themes.

Strengths

* People continue to feel deeply
passionate about the company’s
purpose -~ both building businesses
and the impact that those
businesses have.

» People report that they enjoy
working with their fellow
colleagues who are fun, smart and
committed

* The team values the very
flexible nature of IP Group as a
place to work - in line with our
entrepreneurial roots. As per the
results from the engagement
survey, people on the whole feel
able to strike a work-life balance,
and this is seen as a significant
plus.
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Areas for improvement

* People are keen for even more
transparency, in particular around
how decisions are made and the
organisation’s future plans

« As our international teams
continue to expand, some people
felt that there is an opportunity
to develop more global ways of
working.

As part of this review, people were
also asked to share their feedback on
the three Ps. Encouragingly, 86% of
people felt that these values were still
relevant; though only 52% felt they
saw evidence of them in action.

There is work to do in 2020 to reflect
on how we can bring the values tn
life in 2 more meaningful way that
supports us in realising our purpose
and delivering the strategy. This will
include fleshing out the behaviours
that underpin our values and bringing
those behaviours into our appraisal
process and incentives more clearly.

Culture 2020

Meaningful dialogue with
the Board

This year we established two new
and exciting mechanisms to increase
the dialogue between the Board and
employees. Firstly, we established
our first employee forum, {P Connect.
Made up of a representative group

of employees, IP Connect has

been set up to enable the Board to
understand and consider the interests
of the wider team in its discussions
and decisions, and to increase
engagement of employees overall,

IP Connect meets regularly, with the
agenda in part determined by topics
raised by employees. Minutes from the
sessions are published on the intranet
and discussed with the executive

Secondly, the Group appointed
Aedhmar Hynes as the Designated
Non-executive Director for workforce
engagement (“"Designated NED")

to act as conduit for dialogue
between Board and the wider team,
via IP Connect. Aedhmar brings

deep experience of leading global
organisations, and with it a passion for
engaging and developing people.

Though early days, these mechanisms
are a positive step forward and will
help us continue to evolve our culture
and embed the values.

team and Board.

Our plans to further strengthen the IP Group culture for the coming year include:

Increasing dialogue between
Board and the wider team to
increase transparency e.g.

- We will improve the process
of cascading the output of
Board meetings to the wider
team

* We are exploring a range
of ways in which NEDs and
employees can spend time
together productively

- We will continue to build upon
2019 initiatives, in particular IP
Connect

Embedding IP Group values e.g.

We will expand the definitions
of the values so it is clearer
what they look like in practice
and they will be reflected in
the appraisal process more
explicitly

We will refresh how we
recognise people who embody
our values

Fast-tracking initiatives that make IP
Group a better place to work e.g.

«  We will review our family-friendly policies
to ensure they reflect our value of being
pioneering

«  We will expand the range of learning
and development opportunities offered
to the team including driving forward
initiatives such as the Board developrient
framework (see more on page 65)

«  We will introduce pulse surveys to gather
feedback on a more regular basis

+  We will continue to support and
encourage diversity and inclusion
through initiatives such as the 30% Club
(see page 65).
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Training

Our people gain significant experience
from working with a number of start-
up enterprises and seeing first-hand
what works and what doesn’t, sharing
knowledge and discussing these
experiences (notably at our company
away days). All employees who are
involved with the regulated business
of managing investment transactions
receive compliance and anti-money
laundering training, with periodic
refresher courses. In 2019, all staff
undertook training on the following
topics: GDPR, IT/cyber security
training, anti-bribery, unconscious bias
and ESG training; as well as gaining
access to an online learning platform.

Recruitment and
development

All vacancies are advertised internally
to offer opportunities to current
employees in the first instance.
Thereafter, we use our extensive
networks to recruit for staff with
candidates solicited from various
backgrounds and expertise. All

staff have now undertaken annual

Employee diversity

performance reviews to summarise
their achievements as well as to
highlight development needs which
are then converted into learning and
development plans.

Reward and retention

We believe that exceptional

people doing exceptional things
should be well-rewarded for
achieving exceptional results. While
heavily weighted to successful
performance over the medium to
long-term, we consider that the
Group offers an attractive overall
remuneration package to all our
employees with both short and
longer-term components relevant

to the seniority of the person.

We benchmark remuneration and
benefits regularly against industry
peers. Our remuneration and benefits
package focusses on supporting
health (through private medical and
Ride-to-Work) and family (insurance
and through inclusion of families in
some of our other benefit options
and Childcare Vouchers) while also
offering opportunities for investment
and saving through certain schemes.

Staff turnover in 2019 was unusually
high at 37.5% as a resuit of the return
of technology transfer operations to
Imperial College earlier in the year
and some small structural changes
in the final quarter. Excluding the
technology transfer operations,
turnover was 18.5%, broadly flat with
2018.

Health and safety

All our people are responsible for
the promotion of, and adherence

to, health and safety measures in
the workplace. The Chief Operating
Officer has overall responsibility for
the implementation of the Group's
health and safety policies and
procedures. The primary purpose of
the Group'’s health and safety policy
is to enable all of the Group's people
to go about their everyday business
at work in the expectation that they
can do so safely and without risk to
their health, During the years ended
31 December 2019 and 31 December
2018, no reportable accidents
occurred under UK Health and Safety
regulations.

Diversity is key to the culture and to how we work at IP Group. We are committed to equal opportunities for all people
when it comes to recruitment, selection and career development. '

In 2019, two new female non-executive directors joined the Group's main Board, bringing the total number of female
directors to three or 27.3%. In March 2020, Jonathan Brooks retired from the Board and therefore the percentage of female
directors on the Board has now risen to 30%.

In addition, the Group also put several initiatives in place to support gender diversity and women in the workplace.

For the year ended 31 December 2019, the Group employed 11t employees and had seven non-executive directors. A
breakdown of our people by gender can be seen in the table below. IP Group supports the rights of all people as set out in
the UN Universal Declaration of Human Rights and, insofar as it is able to, ensures that all transactions the Group enters into

uphold these principles.

Gender split as at 31 December 2019 Male Female
Board 8 73% 3 27%
Senior Leadership Team © 8 100% 0 0%
Senior managers/partners 14 67% 7 33%
Senior Leadership Team & senior managers/partners 22 76% 7 24%
All Employees

Total employees 111 ©? 57 51% 54 49%

O Defined for these purposes as executive directors and other direct reports to CEO

 Excludes non-executive directors

The above table illustrates the gender balance across the Group. During the year, the Group made significant progress in
support of the “30% Leadership” campaign to improve gender diversity with female representation of the Group’s Board of
Directors having risen to 27% from 11% on a like-for-like basis compared to last year.
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Female representation on the
Group's Senior Leadership Team
remains below the desired level. The
Senior Leadership Team has been

in transition since the Touchstone
transaction in late 2017, when the
previous Executive Committee

was disbanded, and the plc board
widened through the addition of
two observers to the four executive
directors to create a single, unitary
board structure. A wider Executive
Committee, with delegated
responsibility for implementing the
Group's strategy and policies, day-
to-day management of the business
and monitoring performance, will be
reconstituted in 2020 with diversity
(in gender and perspective) as a key
element. The Chief Executive Officer
is progressing this as a matter of
urgency and will include an update
on progress for diversity in senior
leadership in the half-year report.
The Group recognises the need for
improvement at the most senior
levels in the business and continues
to aspire to at least 30% female
representation in the senior leadership
team, having now reached this
proportion at Board level.

Female representation in senior
employees just below the interim
Senior Leadership Team is 33% which
meets targets set by the Hampton-
Alexander Review. The combined
Senior Leadership Team and senior
direct reports (senior managers and
partners) together account for female
gender representation of 24.1%, similar
to the Hampton-Alexander reported
average of 24.9% at ExecCo & Direct
Reports across the FTSE 250.

IP Group formed a ‘30% Club Working
Group' in 2018. At the end of 2018, a
focussed set of initiatives were drawn
up and 2019 saw the working group
meeting regularly with CEO Alan
Aubrey as the accountable Executive
Director. Initiatives to support women
in the workplace during 2019 included:

« Improved gender diversity at the
Board level, with the goal of at
least three female directors (based
on research showing effectiveness
levels of Board diversity), see
pages 94 to 95 for more detail;

« Unconscious bias training for all
employees;

- External mentoring scheme
through 30% Club;

« Inspirational speaker series
focusing on women executives and
directors;

+ Board development framework.

2019 hightlights

Mentoring

IP Group joined the External
Mentoring Scheme of the 30% Club,
which sees some 2,346 senior feaders
from 100 organisations provide
mentors to high potential women of
every level of the career pyramid. At
the end 2019, mentors and mentees
from |P Group were paired with
people from other organisations for
a nine-month mentoring programme
that concludes in 2020. Pairs are
recommended to meet every four

to six weeks and explore diverse
areas such as work-life balance and
career development identified by
the mentee as areas where support
is required, Initial feedback from the
programme has been positive and
will be reviewed in full when the
prograrnme concludes. In addition
to the mentoring sessions, the 30%
Club hold masterclass events that
are free to programme participants.
The most recent events (attended by
IP Group participants) included an
‘In conversation with' panel session
with a diverse set of senior female
leaders and an interactive event with
an organisational psychologist and
mental health expert.

Inspirational speaker series
The 30% Club working group
introduced a speaker series whereby
high-profile women tatk about their
career paths and how, in some cases,
they have achieved a successful
career. Speakers referenced concepts
including building mentatl resilience,
handling corporate politics, balancing
career with family, therefore providing
invaluable insight and motivation to
both women and men at IP Group.
These are carried out in a ‘fireside
chat’ format and are filmed and
posted on the Group’s intranet for
those that cannot attend in person.

* STRATEGIC
REPORT

Speakers in 2019 included new non-
executive director Aedhmar Hynes
as well as Ceres Power Director Dr.
Caroline Hargrove (CTO of Babylon
Health and previously CTO of
Mclaren).

The spezker series also provides the
opportunity to raise the profile of IP
Group’s own female employees as the
hosts for the fireside chats alongside
the high-profile speakers.

Board development
framework

This initiative is to enable a
programme framework within

1P Group to give everybody the
opportunity to observe portfolio
company boards when it is a relevant
personal development area. Studies
have indicated that board experience
is seen as valuable and relevant for
career progression amongst women.

This framework recognises that IP
Group has a diverse set of people
having different levels of expertise
in different sectors and hence this
framework cannot be a one size fits
all. It is envisaged the framework

will be used to guide the initiatives
and pilots that may be progressed in
2020.

2020 initiatives

IP Group's '30% Club working group’
will build on the achievements of
2019 aimed at supporting women

in the workplace and encouraging
diversity. The working group will
continue to support and progress
the current initiatives of a gender
balanced board; a mentoring scheme
to support female progression;

and an inspirational speaker series
focused on highly accomplished
women. The Group will also review
and create additional initiatives

for 2020, including examination of
gender diversity opportunities in the
senior management team as well

as improvement of family friendly
policies across the firm.
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WORKING WITH THE GROUP’'S STAKEHOLDERS

Statement by the Directors in performance of their duties in accordance with
s172(1) Companies Act 2006

The directors of IP Group plc consider, both individually and together as a Board, that they have acted in the way that they
consider, in good faith, would be most likely to promote the success of the Company for the benefit of its members as a
whole. This statement sets out how the Board has had regard to the matters set out in s172(1) Companies Act 2006 when
performing its duties under s172 Companies Act 2006 ("s172") for the year ended 31 Decembper 2013.

Identifying key stakeholders

Board -~
engagement

with the Group's
stakeholders

The Group's stakeholders are people, cornmunities and The Board then analysed each potential stakeholder to
entities with an interest in the Group's purpose, strategy assess their relevance and the perspective that they offer.
and business and who are or may be impacted by the The following questions were considered by the Board:

Board's decisions. The Board is responsible for creating
sustainable value for the Group's shareholders and in order
to ensure the Group’s long-term success, it is critical that
the Board engages with and considers the interests of the + How legitimate is the stakeholder's claim for
Group's wider stakeholders when making decisions. engagernent?

» Is the stakeholder willing to engage?

« Does the stakeholder have information or expertise on
matters helpful or relevant to the Group?

During 2019, the Group undertook a complete analysis of

its stakeholders, to ensure that those stakeholders whom it + How much influence does the stakeholder have?

had previously identified remained accurately characterised * What are the possible consequences if a potential

and relevant in 2019. The first stage of this process was to stakeholder is not included in the engagement process?
create a list of all stakeholders who had or might have an .

Does the Group have a specific si72 duty and/or a moral

interest in the Group and its objectives. responsibility to that stakeholder?
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The Board is aware that when considering potential decisions, there may be other stakeholders not included in the key
.stakeholder list above whose mterests may be relevant and the Group will engage wrth and consrder such stakeholders
views in its dellberations as necessary )

‘Engagmg with stakeholders |s an mtegra[ part of the Group s business and critical to énsuring the future success of the
business. The table below sets.out the Group's focus on.the key relationships with stakeholders which enable the Group to
discuss the potentral rmpact of its decisions on the stakeholders affected by or relevant to the issue in question.

To ensure shareholders Suenire q S J S Financial performance
have a strong 1 : A
understandmg of
and confidence in . ! 2
‘the Group s strategy B £k S Grotpw v N 4 Capital allocation
performanre pPUrpose 5l 2 nd ) irect 98 - Long-term growth

“aRd’ culture, and to gy : e factors -

ensure that the Group - %2 Srecer R e editore T

has strang relatlonshrps 3 ; N

with its shareholders ; A : ; e ‘Sigriiﬁcant changes to the
_and-the.Board , i eetngamiy ; i+ 'Board ,
‘understands the issues i fe D9 g' MNeGrol ; “«  Rémuneration of directors
that are important to . ) ; ;
them.-. ‘

‘Strategy
The Group's funding model

‘'Capital allocation

Matters” affectmg the share
“capital™ © oo o

Diversity

Compliance and governance

" To attragzt, develop. g,% onhectemployee fofumu ity ':S'tr‘at‘egy o
‘incentivise and retain BB : '
the' best people which
is ‘critical to achrevrng
the Groups strategy ; 2 & YRht L oo
and vision. B by s G Obportuﬁnlties“for
(REE K £ [] t i SUEvAR - dévelopmentiand progression
Meaningl‘ul», - : 3 : e % .
engagement with . : s : , .
employees also helps - {li s e % - Diversity and inclusion
to create a‘strong and B¢ We KIyeal S mithes 5 ¢ Employee/workplace policies
supportive culture. ; ;

Culture
Transparency of decision
maklng i

Talent rnanagement

. Strong communication

Remuneration and benefits
Wellbeing
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‘To build successful .

businesses to address s
some of the world's
most préssing .-
challenges -Part of the
Groups purpose is to
build busmesses ‘that
have a posmve social
and envuronmental ’
impact; and this
builds into the Board
consideratioh of the +*
long- term impact of its
deasnons

'Thi,sv engagement
supports one of the
Group's strategic aims,
which is to develop and
support opportunities
into a-diversified
portfolio of robust
businesses.

To build an.investment,
network to support .

the Group’s portfolio
companies ,_e nd to:
co-invest in portfolio: ;
companies.. . . &

This ﬁelps"iie ensure’

that the Group's™  **
portfolic companies are
adequately supported

" both flnancially and R

also ifi other areas

such as board stipport,
corporate governance
and strategy. '

To buiild, develop and,

maintain»relationships\ )
with unwersmes to
rdentlfy promising
‘research and create
and build businesses
arotund such research

Thus bunlds |nto one of :
the Group's strategic
aims, which is to
create and maintain a
pipeline of compelling
intellectual property-
based opportunities.
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Strategy*

Financial performance’: =
ESG factors -~ 7+ ©
Fundraising '~ " -

Building strong boards +~
The Group’s funding®model
Capltal allocatlon »

Investment Commlttee

dectsnon makmg process

’ Culture =

Strategy:

Financial perforimance -
Realisations
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funds. )

Financial performance

. The Group’s funding model

.

Realisations ‘ :
+ * Compliance and governance
» “ESG factors ‘

To maintzin strong
relationships with
regulators. .

-« -~ Compliance and 'gjbvernancef"*
« The Group's funding model

.. Portfolio liquidity

'~ ESG fgétoyrs

'

To ensure analysts have
a strong understanding’
of the Group's stfategy. ‘B
performance; purpose
and culture and to
ensure that the Group -
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Universities and
research institutions
By way of a specific exarnple of

stakeholder engagement in action, IP
Group's US team proactively engages

with its partner universities as follows:

1. Develops a partner plan
collaboratively with the relevant
IP Group lead contact and the
university partner.

2. Holds informal quarterly meetings
with the partner.

3. Holds annual formal partner
meetings to discuss progress over
the past year and plan for the
upcoming year.

4. Receives additional feedback
following a partner survey.

The US team had 186 meetings with

its partner universities in 2019, broken
down as follows:

ENGAGEMENTS BY TYPE

e Opporiunity management
‘ Strategic
‘ Scouting

Consideration of long-
term consequences in
decision-making

The Group’s long-term strategy is

to develop and support intellectual
property-based businesses that

will have a positive impact on the
environment and society into robust
businesses, from cradle to maturity,
with the aim of delivering attractive
financial returns for the Group. A
detailed explanation of the long-term
strategy is set out on pages 12 to 13,
and the Group's business model is set
out on page 10.

The Group considers environmental,
social and governance (ESG) factors
at both Group level and across its
portfolio and investment approach.
Two directors of the Group, Alan
Aubrey and Greg Smith are members
of the Group's ESG Working Group,
which was established in 2018. One of
the key purposes of the ESG Working
Group is to ensure that the Group's
strategy, of building businesses with
a positive impact on the environment
and society whilst achieving financial
returns, is aligned with its investment
process. Further details of the actions
the ESG Working Group completed
during 2019 and its planned focus

for 2020 are detailed on pages

50 to 53. In particular, the Group’s
new Sustainability & ESG Policy

and Ethical Investment Framework,
codifies its cornrnitrent to invest in
an ethical and sustainable manner.

The Group also plays a role as a
responsible steward to its portfolio
companies. This includes setting
expectations of high levels of
corporate governance, taking up
director positions on the boards

of the Group’s focus companies to
ensure robust corporate governance
processes are in place, facilitating
introductions to external advisers, and
sharing any best practice or helpful
tips on new legislation. Further details
of the Group's stewardship activities
are detailed on pages 60 to 61

d STRATEGIC
REPORT

Culture

As described on pages 62 and 63,
one of the key purposes for the
Board is to help to establish and
embed the Group’s purpose, values
and cuiture, and the Board identified
the Group's stakeholders (as set

out above) with this in mind. The
Group's strategy has an inbuilt focus
on long-term investment and its core
purpose, to evolve great ideas into
world-changing businesses, requires
strong engagement with portfolio
companies. The Group prides itself
on its high standards of business
conduct and expects that its portfolio
companies, co-investors and suppliers
hold the same high standards

when conducting their resbective
businesses.

How stakeholders’
views are reported to
the Board and influence
the Board agenda

By understanding the views of its
stakeholders, the Board can take
into account their opinions, needs
and concerns when debating and
making decisions. Where considered
appropriate, major institutional
shareholders are consulted on
significant decisions and transactions,
changes to the Board and the
structure of the executive directors’
remuneration. For example, the major
shargholders were consulted on the
Group's recent capital reduction (see
below). Shareholders are increasingly
asking the Board about the Group’s
ESG credentials, and the Group has
shared its Sustainability & ESG policy
and Ethical Investment Framework
with shareholders when requested to
do so. Further details on the Group's
approach to ESG matters are set out
on pages 50 to 53.

n



WORKING WITH THE GROUP'S STAKEHOLDERS

CONTINUED

The following table details some examples of matters debated by the Board during 2019 following discussion with and
feedback from shareholders.

72

’ Discussion topics:with
from Shakeholdérs”

Shareholders frequently request updates on

l Oxford Nanopore’s cotmmercial, technical
f and operational progress.

E As Oxford Nanopore has continued to

develop and increase in value, shareholders
have also sought to better understand the
Board's strategy regarding the Group's

B shareholding in this company.

‘Action’taken’
“sharehsldéy reedbaek ™ 1 T

v the Board'as a result of

. vy

The Board considered the differing views of

various shareholders as part of its decision to sell a
proportion of its holding in Oxford Nanopore during
the company's recent fundraising, whilst deciding to
maintain the majority of its holding.

The Board has also given consideration to various
potential methods for optirmising the value of the
Group's holding in the future for its stakeholders,
including, for example, selling shares at a future
value inflection point, distributing shares in specie
and/or retaining some shares as the company
continues to develop. The Group's recent capital
reduction has given the Board flexibility to pursue
such approaches, as appropriate.

Some shareholders sought further clarity
on how the Group calculates its net asset
value (NAV),

The feedback was considered by management and,
in conjunction with the Audit and Risk Committee,
the Board decided to include more detailed
disclosures on how it measures its NAV, particularly
in relation to unlisted portfolio company holdings, in
its half-year and full-year report and accounts.

E Shareholders sought to understand the

availability of co-investment capital for
portfolio companies, particularly in light
of the well-publicised withdrawal from the
sector of two of the Group’s major long-

§ term shareholders

The Board decided to make more detailed
disclosures around the sources and availability of
co-investment capital in its half-year and full-year
accounts. This included highlighting the significant
proportion of co-investment capital into the Group's
portfolio that is from sources other than the Group's
direct shareholders

' Some shareholders expressed a desire for
the Group to continue to move towards a

more sustzinable capital model.

The Group took a highly proactive approach to
realisations in 2019. As a result, the Group's highest
realisations were achieved in 2019 and early 2020.
This has helped to ensure that the business has put
itself in the position to enable it to fund its near-term
priorities from existing resources.

In addition, the Remuneration Committee has sought
to ensure that executive remuneration is aligned
with the Group's realisation strategy by determining
that a greater proportion of management's annual
incentives will be linked to realisations.

The Board also discussed different capital models
including consideration of various potential longer-
term hybrid capital models, continuing to combine
balance sheet capital with third-party managed
funds.

Some shareholders requested a greater

understanding of the Board’s approach to
capital allocation including when or if the
Group's existing cash resources should

be used to buy back the Group’s shares,
particularly when shares are trading at a

¢ discount to NAV per share.

The Board discussed this issue at length and
obtained advice from its external advisers. Following
this consideration, the Board resolved to undertake
a capital reduction to ensure the Group was well
positioned to take advantage of a share buyback or
other distribution of capital opportunities (if any) as
they arise in the future. Please see below detailed
case study on the capital reduction decision.

IP Group ple Annual Report and Accounts for the year ended 31 December 2019



Trammg and board In each case, the directors considered In relation to decisions regarding

how a short-term decision to sell an disposals in 2019, the Board
processes ’ B - asset and.achieve a financial return considered.the following factors to
Durlng 2019 the Board recelved linked into the longer-term strategy . berelevant:
training on the s172 requirements  to create long-term value for its « Shareholders and consideration
and an update from the Company shareholders. In r:ertasn circumstances, " of long-term effects of the
Secretary on the procedures in place such as the partial disposal of Oxford  decision and link with Group’s
to .enaple_su'ffllclent mforrnatlon about Nanopore..the olrectors concluded strategy: Alongside the specific
atakeholder Iss'ues‘to' be included - thata partnal dlaposal vrlas'Fhe most stakeholder interests, the directors
-n Board pac.l<§. This included the . @ppropriate-action, achieving 2 considered any long-term effects
implementation of a new cover sheet ‘f'”a”‘?'la’_ return and strengthening the ‘ of the disposal and how this
~for relevant Board papers setring‘; out ~Group’s cash posrtlon, y«hrlet allowlng linked to the Group's strategy.
the possible impacts of decisions on the G"OUP to retaln a significant ) One consideration was how these
relevant stakeholders : shareholding (by size and value) in

N ‘the company to further grow in value
. A Board pack is- ctrculated to the over the Ionger term’ :

~Board in advance of every Board U . . N

meeting, containing both matters for pnnc;paﬂ decgsggns
information and matters far.decision-: -

by the Board. The Bbard. considers ‘Disposal of certam assets
) ‘the s172 factors in all of its dec15|or\5 o Durlng 2019, the Board debated the
usmg the Board paper presented - dlsposal or partial disposal of certam .
to the Board as a helpful starting: ' “investments i in portfolio companies,
s point for its own dellberatlons ohthe . | including certaln strategic assets
relevant factors to be consldered .. “for which the Boar_d.has direct

* oversight and divestments, which
Once a decision has been made,« e
. T have been referred up from the sector
the decision (including the s172 ~ , -~ ! -

derati < d nted in th :investment committees given the
considerations) is ocumented in the transaction size mandates a Board . .

an;‘jt mt":Ute‘:' andtthte Eo"ar?d{eeds decision. In particular, the Board
ack to tne relevant stakenolders as- approved partial disposals of its

appropn?tle assahrt sz its. contmuedt shares i |n Oxford Nanopore ‘and Ceres
+ meaningful stakeholder engagemen Power. When débating and making

process..Wher-e aPp';OP”ate and ) these decisions, the Board S approach
being mindful 'of its listing rules, .-
- was as set out below:

-market abuse regulations and other ’ . :
legislative obligations, together-- . o SN

- with. confldentlahty, the Board seeks. . C e s
feedback from stakeholders priorto’ . R o ;

3 decns|on being lmplemented The ™ ) S . S 5{
- Board then documents its decision-  5,° N B o o
rmaking process for its prlncrpal S . ’ e D
decisions in its's172 statement.” ~ "~ ) . o

. assets fit in with the Group’s ESG

policy and ethical framework,
whilst noting that a key part of

the Group s strategy is to return

_financial value from its investee

E:ompanies to shareholders and a

disposal would meet this aim.

Portfolio companlje\s? As any

_disposal decision relates to a

sale of the Group's shares.in

. another company, the interests

of the underlying.company ‘are
highly relevant and need to

. be considered. The directors ' ,>

considered in each case. whether
the disposal of the investment

. could be beneﬁclal to the company,

for example by allowing new
lnvestors to be mtroduced to the
company or whether it may have -

~ apossible negahve effeot, perhaps
* due to the perception in the market
- of the Group selling its shares.

Engagement with the portfolio

. company would most typically take
place by a direct communlcatlon
_prior to the decision taking place.

In relation to the partial disposal of
shares in Ceres Power, the Group.

‘
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was able to support the strateglc N
transactrqn;,,to,,faclhtate Bosch's
increased holding in the company,
which'the directoré Bélieved was in
the interests of Ceres Power and aII

PR

of'its stakeho]ders N

+

Co-investors: The dlrectors also

cons 4dered the' mterests of any co-

mvestors unvested ln the relevant
portfoho company Dependmg on..
the portfoho company in questlon
a dlsposal may be beneﬁcnal for co-
investors, for exarnple glvmg thern

- the opporturuty to increase their

74

own shareholdings in the company
or alternatively co-investors may
be concerned about the wider
perception as a result of the
Group's sale of shares.

. Empléyees: When considering
disposals, the directors considered
the impact on-its employees
‘generally and in' particular any’
employees who may be working’
with the asset being discussed
or acting as’a director of such ™
company. In addition, the impact
on any other intérnal teams -
providing services to portfolio "~
companies (such as IP Capital)
were considered. To'understand °
the views of employees: wheére
appropriate, the directors sought
feedback via IP-Connect or <
otherwise liaised directly with
specific employees.

Consideration of

any conflicts

When making decisions, the directors
were aware of the duty to act fairly
between members of the company.
This was relevant in particular where

a shareholder of the G(o\up,’ was
also a shareholdei in thevporgfolio,
company or otherwise had an interest .
in the disposal. Any director who .
had or may have a conflict declared
this conﬂlct and |f necessary, was

“excluded from the dECISIOn makmg

'

process.

Feedback' - - v
Once the Board had agreed to

-dispose of certam of its shares inan

asset, direct feedback was delivered '
to the portfolio company, employees
and any co-investors..In.addition, and .
as referenced above: given the size

. and significance of Oxford Nanopore

to the Group, the Board's intentions
regarding the Group's holding in it
almost always features as a topic
for discussion at any shareholder
meetings, whether these are ad hoc
or during results roadshows.

IP Group plc Annual Report and Accounts for the year ended 31 December 2019
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The below case study provides an overview of the relevant stakeholder interests that were considered by the Board in
taking the principal decision to approve the Group carrying out a capital reduction in late 2019.

IP Group capital reduction
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Board approval

The Strategic Report as set out on pages 6 to 75 has been approved by the Board.

On behalf of the board

Ny

ot

Sir Douglas Flint
10 March 2020

75



i 2

i

o } i

|

; 1 :
N ?

! | i

i . \

Y

NOD
400

p—




=0 : [© U8
®OVERNANCE

Svaprs of Droastors e
PN
Lriagr s B LotV &2

AR ST BR ESFWEITIEG ) SIS 92

RS AR AGIIOR (e &5

FRront off §o0 FED T D on P Ealtrn

Exerdaws eed - - R

Salerrep

W GEREAIE O
ECER

CUSHNESS POBEL. G
EAGES 16 AU 11

ey
Tt

77




&

78 .

! AQB: 58w ) . ‘

. 2 June 201" .

Effective date of current letter of
appointment: , - ’
Appointed 3s a No_n-executnve Director from.

"17 September 2018 and as Chairman from
."“1November 2018

% -

Age: 64 . i

" Independent: N/A! S

Tenure: ) year ] ‘ ' .
Term of office: )

3 years, 3 months’ notice

Re-election to Board: . S .

Annually at AGM . '

Skills and Expenence' Sir.Douglas has a strong
track record of Board feadership and in-depth f
- knowledge of financial reporting, banking and
investment business and brings this wealth

of finance and governance experiénce and

.Sir Douglas Flint NON-EXECUTIVE CHAIRMAN

expertise to the Board. Former positions

‘include Group Chairran of HSBC for 7 years,

HSBC’s Group Finance Director for 15 years and
Non-executive Director of BP pic for 6 years.
Formerly 3 partner in KPMG.

Current external appointments: Chairman

of Standard Life Aberdeen plc, HM

Treasury’s Special Envoy to China's Belt and
Road Initiative, Chairman of the Just Finance
Foundation, Director of the Centre for Policy -
Studies, sits on the Global Advisory Council of
Motive Partners, Chairman of the Corporate
Board of Cancer Research UK, and a Trustee of
the Royal Marsden Cancer Charity.

]
Committee memberships: Nomination (chair)
+and Remuneration

Alan Aubrey CHIEF Execunvs OFFICER

Eﬂective date of current servlce agreement 1
20 January 2005 . ! D

independent: No : .
Tenure: 15 years ; \ - :
Yerm of office:

Permanent, 6 months’ notice
Re-election to Board:

Annually at AGM !

Skills and Experience: Alan was the joint
founder of Techtran Group, which went on to
merge with [P2IPO Limited and the combined
business was subsequently renamed IP Group.

- Mike Townend cHiErF INVESTMENT 'OFFICER *

*
Effective date of current service agreement: _

S March 2007 - ..
. .

Y
Age: 57 . v e .
Independent: No . ! .
Tenure: 13 years . LN

Term of office:
Permanent, 6 months’ notice

+ " Re-election to Board:

Annually at AGM v ’ e

- Jenrette.

Alan has significant experience in finance as well .
as in the commercialisation of science and the
creation of new businesses that address global
markets, particularly in the high-technology
manufacturing, clean technology and life
science sectors. He brings 7 years' experience as
partner at KPMG and'signiﬁcant experience of
audit and risk processes in both the private and
public sectors.

éurrent external appointments:?
Non-executive Chairman Proactis Holdings plc

Committee 'memberships: None

Id

skills and Experience: Mike's knowledge and
experience of all aspects of equity capital
markets and investment process are invaluable
to the Board. He holds over 17 years' equity .
capital markets experience from positions at °
Lehman Brothers and Donaldson, Lufkin and

Current external appointments:?
Green Urban Transpart Limited

Committee memberships: None

Greg Smith cuier FDNANCIAL OFFICER

Effective date of current service agreement

+
»

Age: a9
Independent: No
Tenure: 8 years
Term of office: R .
Permanent, 6 months' notuce
Re-election to Board:

Annually at AGM

*

" Sir Douglas Flint was considered by the Board to be independent on appointment.
¢ . 2 Excludes appomtments to Group portfolic company boards! Y

skills and Experience: Greg’s financial expertise
plays a fundamental rcle in driving the Group
to meet its financial goals. Prior to joining 1P
Group, Greg worked in senior positions at

. Tarchon Capital Management and KPMG. Grég

is 3 Fellow of the ICAEW and holds a degree in
Mathematics.

Current external appointments:? None

Committee memberships: None

P Group plc Annual Report and Accounts for the year ended 31 December 2019
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David Baynes cHiEr OPERATING OFFICER

Effective date of current service agreement:
20 March 2014

Age: 56

independent: No

Tenure: 6 years

Term of office:

Permanent, 6 months’ notice
Re-election to Board:
Annually at AGM

Professor David Begg
SENIOR INDEPENDENT DIRECTOR

Effective date of current jetter of
appointment:
18 October 2017

Age: 69

Independent: Yes
Tenure: 2 years

Term of office:

3 years, 3 months' notice
Re-election to Board:
Annually at AGM

Skills and Experience: David was appointed

to the Board in March 2014 following the
acquisition by the Group of Fusion IP plc where
he heid the position of Chief Executive for 10
years. David also brings previous experience
taking companies from start-up to full listing
on the London Stock Exchange. David was also
previously CFO of Codemasters Limited, the
UK's largest privately held games company.

Current external appointments:? None

Committee memberships: None

skills and Experience:

Previously @ Non-Executive Director at
Imperial Innovations, Touchstone Innovations,
and Trace Group, Professor Begg has also
held a nurnber of distinguished advisory and
academic appointments including Principal of
Imperial Coltege Business School, Vice Master
of Birkbeck College, Visiting Professor at M.1T,
and Economic Policy Advisor to the Bank of
England.

Current external appointments: None

Committee memberships: Nomination, Audit
and Remuneration

Jonathan Brooks NoON-EXECUTIVE DIRECTOR

(Resigned from the Board on 10 March 2020)

Effective date of current letter of
appointment: 31 August 2011

Age: 64

independent: Yes
Tenure: 8 years

Term of office:

3 years, 3 months’ notice
Re-election to Board:
Annually at AGM

Skills and Experience: Jonathan has extensive
commercial, financial, investor relations and
public company experience with former
appointments as CFO of ARM Holdings plc
and 20+ years technology sector experience.
Jonathan is a Fellow of the Chartered Institute
of Management Accountants.

Current external appointments: NCC Group plc

Committee memberships: Nomination, Audit
and Remuneration

Dr Elaine Sullivan NoN-EXECUTIVE DIRECTOR

Effective date of current letter of
appointment: 30 July 2015

Age: 59

Independent: Yes
Tenure: 4 years

Term of office:

3 years, 3 months' notice
Re-election to Board:
Annually at AGM

Skills and Experience:

Dr Efaine Sullivan has over 25 years’
international experience working in the
pharmaceutical industry, and was a member
of the senior management teams in R&D at Eli
Lilly and

Astra Zeneca. Dr Sullivan is also co-founder

and former CEO of Carrick Therapeutics. She
has extensive experience in partnerships with
venture, equity and strategic collaborations and
was a member of the Investment Committees of
Lilly Ventures and Lilly Asian Ventures. She has
an outstanding track record of identifying drug
hunting cutting-edge technologies at beta stage
and working with the inventors to produce the
commercial product.

Current external appointments: Supervisory
Board of Evotec AG

Committee memberships: Nomination, Audit
and Remuneration
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Effective date of current letter of appointment:
3 May 2018

Age: 51

Independent: Yes
Tenure: 1 year

Term of office:

3 years, 3 months’ notice
Re-election to Board:
Annually at AGM

Skills and Experience:

Heejae is an experienced public company
Director, bringing both knowledge of finance
and industry, having spent the early part of

Heejae Chae NON-EXECUTIVE BIRECTOR

his career in finance at The Blackstone Group
and Credit Suisse First Boston before moving
mnto industry. He was also former Group Chief
Executive of Volex Group plc and Group General
Manager for Amphenol Corporation.

Current external appointments: CEO of Scapa
Group plc and Board of Overseers at Boston
Children’s Hospital

Committee memberships: Nomination, Audit
and Remuneration (Chair)

Dr Caroline Brown NON-EXECUTIVE DIRECTOR

Effective date of current letter of
appointment: 1 July 2019

Age: 57

independent: Yes
Tenure: Less than 1 year
Term of oftice:

3 years, 3 months’ notice
Re-election to Board:
Annually at AGM

Skiills and Experience:

Dr Brown has a wealth of experience covering
accounting and audit, banking and investments,
as well as science and technology, all of which

Aedhmar Hynes noN-EXECUTIVE

Effective date of current letter of appointment:

1 August 2019

Age: 53

Independent: Yes
Tenure: Less than 1year
Term of office:

3 years, 3 months' notice
Re-election to Board:
Annually at AGM

skills and Experience:
Aedhmar brings fresh and vsluable experience

to the Board in relation to technology disruption,

digital transformation and marketing and
strategic communications. Aedhmar has
multiple years' experience in communications

are highly relevant for the Board. She has 20
years plc board experience and held previous
positions in corporate finance at Merrili Lynch
(New York), USB and HSBC. Caroline is a Fellow
of the Chartered Institute of Management
Accountants

Current external appointments: Non-Executive
Chair of NAHL Group plc; independent Director
of Georgia Capital plc and Luceco pic; and
Trustee of the Raspberry Pi Foundation.

Committee memberships: Nomination, Audit
(chair) and Remuneration

DIRECTOR

and is the former CEO of Text100, a digital
communications agency with 22 offices and over
600 consultants across Europe, Asia and North
America. Aedhmar I1s also the Group's employee
Designated NED.

Current external appointments: Chair of the
Board of Trustees of The Page Society. member
of the Advisory Council of the MIT Media Lab,
Board Director of Technoserve, Board Director of
Tupperware Brands Corporation, Board Director
of Rosetta Stone Inc and member of the US
Foundation Board of the Nationai University of
Irefand, Galway.

Committee memberships: Nomination, Audit
and Remuneration

IP Group plc Annual Report and Accounts for the year ended 31 December 2018
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During 2019, the Group focused on‘reviewing and, where
necessary, updating its governance procedures to ensure
it is in full compliance with the UK Corporate Governance

Code 2018 (the “Code”).

The Board is committed to the

execution of the Group's strategy

and recognises that it is critical to
- build strong relationships with its

The Grou'p upholds strong business
values which focus on being
passicnate, principled and pioneering
in all of its activities and actions.

;e .

- - .

.

- stakeholders in order to develop These values continue to guide the ¥
ahd support outstanding businesses e Group in implernenting our strategy M
based on unique intellectual property. and employees are committed i p
‘The Group continues to foster . to demonstrating these values - |
a culture of innovation, support throughout their work. The Group's ]!‘
and diversity, whilst encouraging ESG .policy and Ethical Investment S .
employees to engage in healthy Framework as outlined on page 50 St
debate to consider a wide range of ensures that the Group's values and i
. opinions when making decisions. For culture are also implemented in our .
'2::' _Douglas Flint, more information on the culture the approach to its investments. i .
- airman Group and its Board wishes t.o foster, The Board looks forward to having
Q. ' ' ‘see page 62. A key focus during the the opportunity to discuss any ’,
, . ) year has been to ensure that the . , . !
) . matters relating to corporate
.t Group has strong practices relating to - . - .
stakeholder engagement in place. This goverr.\ance with s}hareholders atthe - ‘
engagement is a two-way process Group's forthcoming AGM in June Co,
. < 2020 or indeed: at any other point .
and involves seeking feesdback from during the year
stakeholders on issues that are ’ .
- important to them, and then ensuring . Sir Douglas Flint - . .
that stakeholder views are properly - Chairman R - S
reported to the Board so that it can Lt P b . .
make inf_ormedldecisions and update . . * A
stakeholders accordingly. For further ¢ : -
details on how the directors have - . L, F Cow v
cornplied with their duties under s172 - : ) Lot "
of the Companies Act 2006 (the “CA Y S, .
2006”) please refer to pages 66 to 75. : ,*"‘ . ot
Mvi The Board aims to ensure the ) ’7'¥
h:ghest standards of corporate . . ‘ .
. governance and acc'ountability aré W N Y ' . L, ’
. met alongside promoting a culture M 1 Lo
1. of risk identificatior: reporting and ' -
' mltlgatnon The Board is accounitable o ,t . ¢ . .
to the Group's shareholders for good . I T A )
governance, and this report, together ? N S . e Lo
with the Reports of the Remurieration, . ) e !
ig Nomination, and Audit and Risk E o o . ¥ . .
! Committees of the Board, describes T - L ‘.
the Group's detailed approach to . f ) T,
‘corporate governance and further” * + " L . P N .
information on the key developments . . Ty - N
whlch have taken place in.this area e R 5 L o
g dunng the year. a ¢ « . R P . :
. ™ 4 . . ! L .
f}‘. H :’ P K "» | . ‘ } - -
N . . S R ) ' 3 .
B t . . « Fl 3 A
v ,."\ . . . . At X ¢ - . .- H “ - ‘ L
. ., - , \_ - Ty
4 ‘ : M LU
‘é ° ‘f ; . ‘ ¥ , " ' .‘I""' ’ .
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The Board

Role and res'ponsibilities
of the board

The Board is responsible to
shareholders for the overall
management of the Group. The Board
defines, challenges and interrogates the
Group's strategic aims and direction,
and’provides entrepreneurial leadership
within a framework of controls for
assessing and managing risk.

The Board recognises that, in
discharging its responsibilities, it is
necessary to support the maintenance
- and evolution of a policy and decision-
making framework in which such
strategic aims are implemented;
ensuring that the necessary financial
and human resources are in place
to meet those aims; monitoring
performance against key financial
and non-financial indicators; planning
for Board and senior management
succession; overseeing the system
of risk management; setting values )
and standards in governance matters;
rmonitoring environmental, social and
governances policies and performance

and helping to shape and embed the
Group's purpose, values and culture.
The Board recognises that its role in
setting and maintaining the Group's
culture is of key importance. The
Group's culture is one of the key
strengths of its business and plays a
strong role in attracting, retaining and
incentivising the most talented people.
Further information on the Group's
culture is on page 62.

In supporting the Group's business
and its portfolio companies, the
Board acknowledges the key roles

of Group functions in the fields of
executive search, capital raising and
legal support, alongside the hands-on
approach and high level of support
provided by the experienced, sector
specific investment partnership team
members. The directors believe that
the Group's approach to supporting
its portfolio companies in this way is
unique and serves not only to build
sustainable businesses with longevity,
but also to provide attractive returns
for stakeholders by creating value over
the longer term.

- OUR
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The directors are responsible for
promoting the long-term success of
the Company and thereby the Group,
taking into account the interests of
shareholders and all other relevant
stakeholders in carrying out this
responsibility. The responsibility of
the directors is collective, taking into
account their respective roles as
executive directors and non-executive
directors. The non-executive directors
are responsible for constructively
challenging and contributing to
proposals on strategy, scrutinising
the performance of management and
determining levels of remuneration.
The non-executive directors must also
satisfy themselves on the integrity

of financial information, and that
financial controls and systems of

risk management are robust and
comprehensive.

The Board reviews the purpose

and strategy of the Group and any
issues arising from it on a regular
basis, and exercises contro! over the
performance of the Group by agreeing
budgetary targets and monitoring
performance against those targets.




Schedule of matters
Except for a formal schedule of
matters which are reserved for
decision and approval by the Board,
the Board has delegated the day-
to-day management of the Group's
operations to the Executive Directors,
supported closely by its senior
management team. The schedule of
matters reserved for Board decision
and approval are those significant
to the Group as a whole due to their

strategic, financial and/or reputational ™

84

implications. The schedule, along” Committees and v

" with the terms of reference for each” o
of the Audit and Risk Committee, ¢ OVGI’SIght
.Remuneration Corhmittéé and ¥ In addition to the Executlve Dlrectors
Nomination Committee can be found " the Board de]egates specific ~ v
within the Corporate Governance’ -~ responsibilities to certain committees
section of the Group's website at that assist the Board in carrying out
www.ipgroupplc.com and are also its functions and ensure independent
available from the Group’s Company oversight of internal control and risk
Secretary. This schedule was reviewed management.
in 2019 and no changes were deeméd L .
necessary at that time, The schedule The three pnpupal Board Cf)mmlttees
will be reviewed again in 2020. (Audit and Risk, Remuneration

and Nomination) play an essential
role in supporting the Board in

1P Group plc Annual Report and Accounts for the year ended 31 December 2019
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fulfilling its responsibilities and
ensuring that the highest standards
of corporate governance are
maintained throughout the Group.
Each committee has its own terms of
reference which set out the specific
matters for which delegated authority
has been given by the Board.

Separate reports on the role,
composition, responsibilities and
operation of the Nomination
Commiittee, the Remuneration
Committee and the Audit and Risk
Committee are set out on page 92 to
97, pages 98 to 114 and pages 115 to
19 respectively.

The composition of the three
Committees of the Board and a
record of the attendance of the
members throughout the year is set
out in the table on page 87.

The Disclosure Committee assists the
Group to make timely and accurate
disclosure of all information that is
required to be disclosed in order for the
Group to meet its legal and regulatory
obligations arising from its listing on the
London Stock Exchange. it also enables
the Group to meet its obligations under
the Market Abuse Regulation and takes
responsibility for the assessment and
control of inside information, both in
respect of the Group and its quoted
portfolio companies.

The Group has investment committees
for each of its Technology and Life
Sciences Partnerships, as well as

in each of Australasia and the US.
Decisions relating to investments and
divestments in portfolio companies
(other than those reserved for

the Board) are delegated to these
investment committees within defined
parameters and with specific quorum
requirements.

Board size and
composition

As at 31 December 2019, there were
eleven directors on the Board: the
Chairman, four executive directors
and six non-executive directors.
The biographies of ail directors are
provided on pages 79 and 80.

2019 saw two changes to the Board:
Dr Caroline Brown was appointed as

Non-executive Director of the Group
with effect from 1 July 2019 and
Aedhmar Hynes was appointed as
Non-executive Director of the Group
with effect from 1 August 2019.

Jonathan Brooks, who served on the
Board for nearly nine years, stepped
down on 10 March, upon finalisation
of the 2019 Annual Report and
Accounts. Dr Caroline Brown took
over his role as Chair of the Audit and
Risk Committee in September 2013,
and Heejae Chae succeeded him as
Chair of the Remuneration Committee
in December 2019 allowing for an
orderly handover of committee chair
responsibilities.

New directors may be appointed

by the Board from time to time, but
the appointee is always subject to
election by shareholders at the first
Annual General Meeting following
their appointment. Accordingty, Dr
Caroline Brown and Aedhmar Hynes
will submit themselves for election by
shareholders at the Group's Annual
General Meeting to be held on 18 June
2020. In accordance with both the
Code and the Group's policy, all of the
other directors (other than Jonathan
Brooks) will also submit themselves
for re-election by shareholders at that
Annual General Meeting.

The Board unanimously recommends
to shareholders the appointment

of Dr Caroline Brown and Aedhmar
Hynes as directors of the Company:
Dr Caroline Brown brings a wealth

of experience covering accounting
and audit expertise to banking and
investment, as well as science and
technology from her studies and time
at Merrill Lynch (New York), UBS

and HSBC, and is currently Chair of
NHAL Group plc. Aedhmar Hynes
brings to the Board considerable
experience in communications, having
previously been CEO of Text100, a
digital communications agency with
22 offices and over 600 consultants.
The Board is satisfied that, having
considered the other demands on
their time, Dr Brown and Ms. Hynes
have sufficient time to devote to their
respective roles and to be effective
members of the Board and the
various Board Committees on which
they sit. The Board also unanimously

® OUR
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recommends to shareholders the
reappointment of all of the other
directors offering themselves for re-
election, on the basis that the results
of the annual Board evaluation and
the annual one-to-one performance
appraisal process demonstrated that
they are all effective directors of the
Company and continue to display the
appropriate level of commitment in
their respective roles.

Board observers

Dr Sam Williams and Dr Mark Reilly,
the Group’'s Managing Partners of Life
Sciences and Technology respectively,
continue to attend the Group's Board
rneetings as observers. The Board
considers it is important for the
managing partners to have a degree
of direct representation at Board
meetings and to be available to report
to, and respond directly to questions
and challenge from, the Board over
the assets they manage.

The attendance of observers is, at all
times, at the Chairman's discretion
and any observers are required to
disclose and manage any conflicts
of interest (which may require the
relevant observer to be excluded from
all or part of future Board meetings).
The observers are able to speak and
participate in the discussions of the
Board. but not vote on any decisions
required by the Board.

Company Secretary

All directors have access to the
impartial advice and services of the
Company Secretary. The Company
Secretary acts as a key point of contact
for the Chairman and has an important
role in the quality of information that
flows between the executive and non-
executive directors, and in ensuring
that agreed actions are completed.
The Company Secretary supports the
Chairman on performance evaluation,
the induction of new dircctors and the
continuing development of current
directors to enable them to comply
with their duties and effectively carry
out their roles.
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Non-executive
Directors

The non-executive directors

provide a wide range of unique

skills and experience to the Group.
By virtue of such a diverse mix

of skills and experience, the non-
executive directors are well placed

to constructively challenge and
scrutinise the performance of
executive management at both Board
and Committee meetings.

Since 2009, the Board's policy has
been to prohibit personal investments
by the non-executive directors in any
of the Group’s portfolio companies. i
This policy remains unchanged

and accordingly, none of the non-
executive directors presenting
themselves for election or re-election
at the Annual General Meeting in
2020 have holdings in any of the
Group's portfolio companies.

Non-executive directors are required
to obtain the formal written approval
of the Chairman before taking on

any further directorial appointments
or other engagements with an
organisation which competes with the
Group (whether directly or indirectly),
and the Chairman requires the ’
approval of the Board before adding to
his commitments. In all cases, the non-
executive directors must ensure that
their external appointments do not
involve excessive time commitments.

Board meetings,
provision of
information and
decisions

The Board meets regularly during the
year as well as on an ad hoc basis, as
required in response to the needs of
the Group’s business.

The Board had six scheduled Board
meetings in 2019 with six Board
meetings and a two-day strategy
session scheduled for 2020 to ensure
that the meeting schedule is sufficient
to meet the needs of the business.
The requirement for additional
scheduled meetings shall be kept
under review by the Chairman and the
Company Secretary.

86

The majority of Board meetings are
held at the Group’s offices in London.
To encourage further interaction with
the Group's stakeholders, each year
the Board receives presentations
from certain of the Group's portfolio
companies. Meetings between the
Chairman and the non-executive
directors, both with and without

the presence of the Chief Executive
Officer, are also held throughout the
year.

In addition to the six scheduled Board
meetings in 2019, the Board held a
two-day strategy meeting in October
2019. The strategy days provided

an opportunity for all directors,

and particularly the non-executive
directors, to discuss in detail the
current strategy of the Group and its
funding model, and whether action
or changes are required in the short
to medium term to bring the Group
to a more sustainable position; to
discuss medium and longer term
strategic objectives, and the key
drivers underpinning these; and to
review the combined Group’s risk
framework and risk appetite, including
considering the major risks facing

the combined Group and its strategy,
its appetite towards these risks and
how to assess, manage, mitigate and/
or monitor these risks taking into
account its ievel of appetite.

The schedule of Board and
Committee meetings each year is,
so far as is possible, determined
cefore the commencement of that
year, and all directors are expected
to attend each meeting. Board and
Committee meetings are often split
over two days to ensure sufficient
time is allocated for the business

of the committees and the Board
and that full engagement is possible
from those in attendance. Such
scheduling also seeks to enable more
in-depth engagement between the
non-executive directors, executive
directors and managing partners
and other staff of the Group outside
of the formally scheduled meetings,
primarily through Board and observer
dinners and social drinks with

staff around the Board meetings.
Accordingly, throughout 2019, the
Board (including both executive

and non-executive directors and

the managing partners) met for

two dinners and the non-executive
directors also met with the Group’s
employeeé in July 2019 and in
November 2019. in addition, the
Chairman and the non-executive
directors met without the presence of
the executive directors twice during
the year.

Three to five business days prior

to each scheduled Board meeting,
every member of the Board receives
detailed Board packs, which include
an agenda based upon the schedule
of matters reserved for its approval
along with appropriate reports and
briefing papers, save in respect of
meetings called on short notice or
where late papers are permitted to
be included with the consent of the
Chairman.

The Chairman, Chief Executive Officer,
Chief Financial Officer, Company
Secretary and Managing Partners of
the Life Sciences and Technology
Partnerships work together to

ensure that the directors receive
relevant information to enable them
to discharge their duties and that
such information is accurate, timely
and clear. This information includes
monthly management accounts
containing an analysis of performance
against budget and other forecasts,
as well as written reports from each
of the Life Sciences and Technology
Partnerships, IPG Australia, IPG

US, IP Capital and Parkwalk.
Additional information is provided as
appropriate or if requested. At each
Board meeting, the Board receives
information, reports and presentations
from the Chief Executive Officer,

the other Executive Directors,

the Managing Partners of the Life
Sciences and Technology Partnerships
and, by invitation, other members of
senior management. This ensures that
all directors are aware of, and are in

a position to monitor effectively, the
overall performance of the Group, its
development and implementation of
strategy, and its management of risk.

1P Group plc Annual Report and Accounts for the year ended 31 December 2019
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The followmg table shows the attendance of dlrectors at meetlngs of the Board, Audit and Risk,’ Remuneratlon and

Nommatlon Commlttees during the year:

binding commitment.

Scheduled Board Meetings: -

& Audit Committee

wan2fil -

. Appointed to the Board with effect from 1 July 2019,

including one attendance by telephone.

@ Attended 'H\ Drd not attend

D:rectors confllcts
of mterest .

" Each directorhas a statutory duty

~under the CA'2006 to avoid a

isituation in which he or she has, or
~could have, a direct or indirect interest
“that conflicts or may potentially
“conflict'with the interests of the

Company. This duty is in addition to
the continuing duty that a director
owes to the Company to disclose
to the Board any transaction or

arrangement under consideration by -

the Company in'which.he or she is~#
interested. The Company’s Articles
of Association permit the Board

to authorise conflicts or potential
conflicts of interest.

.3
4. Appointed to the Board with effect from 1 August 2019.
5

"The Board has establlshed procedures -/

for managmg and, where appropriate,
authonsmg -any stch confllcts or

v potentlal conflicts of mterest ltisa 7
X recurnng agenda item at all Board

? meetings and this gives the directors

the opportunity to raise at the
beginning of every Board meeting_ any

“‘actual-or potential ¢onflict of interests
7. that they may have oi'the matters to

be discussed, or to update the Board
on any change to a previous conflict

of interest already declared.

In deciding whether. to authonse

any conflict, the directors'must = =

have regard to their general duties
onder the CA 2006 and their
overriding obligation to actin a

- P . 5

KR IR RS

Remuneration Committee,
ey

1. David Bavnes was unable to, attend the Board meeting in November 2019 as he was the keynote speaker at' the Group's inaugural
% Australian Showcase conference -and time zones meant it-was difficult to.dial in. .. .
X HeEJae Chae was unable to attend the Audit and Risk Committee and the Remunerat n Commtttee m February 2019 dueto a prlor

T

-way thiey consider, in good faith,
‘will'be most likely to:promote the
~.Company'’s success. In-addition; the

. directors are able to impose limits

-or conditions when-authorising a
.. conflict or-potential conflict of interest

< if they think this is appropriate. The

* authorisation of any conflict matter,

" and the terms of any authorisation,
* may be reviewed by. the Board at

any time. The Board believes that the
procedures established to deal with
conflicts of interest are operating
effectively. Notwithstanding this, the

" Board considers it prudent to conduct

a detailed review of its conflict
policies and procedures during 2020
and has mandated the Company
Secretary to take this forward.
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The Board's policy permits personal

investments by the executive directors

in the Group's portfolio companies
but this is tightly controlled by the
Group's internal policy 'Holdings

in Portfolio Companies' in order

to ensure conflict management.
Amongst other restrictions, the
policy includes maximum levels of
investment by directors and staff in

portfolio company financing rounds,
requires that all interests of executive

directors in portfolio companies are

fully disclosed and regulates any
potential conflicts that could arise.

Board support

There is an agreed procedure for
directors to take independent
professional advice at the Company’s
expense. In accordance with the
Company's Articles of Association,
directors have been granted an
indemnity issued by the Company

to the extent permitted by law in
respect of liabilities incurred as a

Induction, awareness and development

Induction

Induction
meetings with
Executive Directors
and management

Site visits to
key portfolio
companies

Meeting
with the Group’s
auditors and
internal audit
function

A comprehensive induction process
is in place for new directors. The

programme is tailored to the needs of

each individual director and 2greed
with him or her in advance and
monitored throughout the process
to ensure that he or she can gain a
better understanding of the Group
and its businesses.

This process includes:

* an overview of the Group and its
businesses, structure, functions,
strategic aims, risk management
framework and remuneration
policies;

- meetings/calls with all executive

directors, the Company Secretary,

the managing partners of the
Life Sciences and Technology

Overview of
Lusiness,
structure, functions,
ams, risks and
remunecration

Meeting
with the Group's
brokers ancl
other advisers

Detailed
presentations
and meetings

with
management

Partnerships, heads of the various
internal functions and Parkwalk
executives;

+ a meeting with both the Group’s
auditor and internal audit function;

« training on key legal matters
relevant to the Group and its
policies;

« site visits to a number of the
Group's portfolio companies,
including, where possible, at least
one or more within the Group's
top ten holdings (by value), which
will include meeting with such
companies’ management and a
presentation from them on their
businesses; and

Training

Access to
external advisors

result of their office. The indemnity
would not provide any coverage
where a director is proved to have
acted fraudulently or dishonestly. A
copy of the indemnity is available

for inspection as required by the

CA 2006. The Company has also
arranged appropriate insurance cover
in respect of legal action against its
directors and officers.

Listing Rules
and Market
Abuse
Regulation

Corporate
governance
policies
and Board
procedures

Traning
requirements
assessed and

provided

* sessions as appropriate with the
Group's advisers, as well as with
appropriate external governance
specialists, to ensure that any new
directors are fully aware of and
understand their responsibilities
and obligations as a director of
a FTSE 250 company, and of
the governance and legislative
framework within which they must
operate,

The content of the induction process
is regularly re-evaluated by the
Board to ensure it remains tailored
to the needs of the business of the
Group and the specific profile of any
incoming candidate. Following the
completion of an induction process
for a new director, the Company
Secretary will seek feedback from

IP Group plc Annual Report and Accounts for the year ended 31 December 2019



the relevant incoming director to
assist with this refreshing of induction
processes. Induction programmes
were completed in 2019 for both

Dr Caroline Brown and Aedhmar
Hynes following their respective
appointménts to the Board.

On an ongoing basis for all directors,
the Company Secretary arranges for
an external governance specialist to
attend one Board meeting annually
to present on the key corporate
governance changes over the
previous twelve months and to
signpost expected developments
going forwards. In addition, the Board
is kept updated on key legislative
changes affecting the Group and how
the Group is ensuring its compliance.

The Chairman and non-executive
directors are encouraged to continue
to visit a number of the Group's
portfolio companies, as well as to
attend portfolio company events both

at the Group's head office and off-site.

In addition, the Board is also exposed
to the early-stage opportunities

in which the Group has invested
through presentations at Board
meetings by relevant members of the
Group's staff. In 2020, it is intended
that presentations will be provided
on a rolling basis by members of

the Life Sciences and Technology
Partnerships, the US team, the
Australasian team and the Hong Kong
team, as well as representatives from
the Group's various working groups,
in order to continue to ubdate the
Board on progress and to enhance
the awareness of the Board as to
how the Group operates on a day-
to-day basis. As a further aspect of
their ongoing development, each
director also receives feedback on
his or her performance following the
Board's performance evaluation in
each year and the Chairman reviews
and agrees with each director their
training and development needs for

the year ahead. Access to training and

development opportunities, including
those relevant to the non-executive
directors’ membership on the Board's
committees, is facilitated through the
Company Secretary. Details relating
to the assessment of the Board's
performance are set out on page 96.

v

Director rotation and
independence

The Nomination Committee and the
Company Secretary have agreed

a standardised rotation schedule

for each of the non-executive
directors (including the Chairman),
with each being appointed for an
initial three year term pursuant to
the terms of their respective letters
of appointment, such initial three
year term is then subject to renewal
for subsequent three year term(s)
and, other than the Chairman, to a
maximum of three rolling three year
terms in order to maintain his or her
independence frorn a governance
perspective in accordance with the
Code. There is currently no maximum
term on the Chairman’s appointment,
but, notwithstanding the relatively
short tenure of the current Chairman
meaning that it will not be an issue
for some time, the Nomination
Committee has agreed to revisit this
in light of the implementation of the
Code.

- OUR
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Statement of non-
executive directors’
independence

The Code sets out the circumstances
that should be relevant to the Board
in determining whether each non-
executive director is independent.
The Board considers Non-executive
Director independence on an annual
basis as part of each non-executive
director’s performance evaluation.
Having undertaken this review, and
with due regard to provision 10 of
the Code, the Board has concluded
this year that all of the non-executive
directors are considered to be
independent of management and free
of any relationship or circumstance
which could materially influence or
interfere with, or affect, or appear

to affect, the exercise of their
independent judgement.



Internal control

The Board fully recognises the
importance of the Financial
Reporting Council's Guidance on
Risk Management, Internal Control
and Related Financial and Business
Reporting. The Group's internal
controls, which are Group-wide

and were in place throughout 2019,
were reviewed by the Board. No
significant failings or weaknesses
were identified in respect of the year
ended 31 December 2019 and up

to the date of the Annual Report.
Where the Board has identified areas
requiring improvement, processes
have been put in place to ensure that
the necessary action is taken and that
progress is monitored.

The Board is responsible for
establishing and monitoring internal
control systems and for reviewing the
effectiveness of these systems. The
Board views the effective operation of
a rigorous system of internal control
as critical to the success of the Group.
However, it recognises that such
systems can provide only reasonable
and not absolute assurance against
malerial misstalemenl or loss.

The key elements of the Group's
internal control system, all of which
have been in place during the financial
year and up to the date of approval

of these financial statements, are as
follows:
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Control environment and
procedures

The Group has a clear organisational
structure with defined responsibilities
and accountabilities. It adopts the
highest values surrounding quality,
integrity and ethics, and these values
are documented and communicated
clearly throughout the whole
organisation.

The Group outsources its internal
audit function to PwC. Details of the
internal audit activity during 2019
including internal audit reviews is
detailed on page 126.

Detailed written policies and
procedures have been established
covering key operating and
compliance risk areas. These are
reviewed and updated at least
annually by the Audit and Risk
Committee. No significant failings or
weaknesses were identified in respect
of the year ended 31 December 2018
and up to the date of the Annual
Report and Accounts.

identification and
evaluation of principal
risks and uncertainties

The operations of the Group and the
implementation of its objectives and
strategy are subject to a number

of key risks and uncertainties. The

Board actively identifies and evaluates

the risks inherent in the business,
formally reviews these on at least

an annual basis (or as market or
business developments require) and
ensures that appropriate controls
and procedures are in place to
monitor and, where possible, mitigate
these risks. Specifically, all decisions
relating to strategic partnerships and
other collaborations and strategic
acquisitions and disposals entered
into by the Group are reserved for the
Board's review and approval.

The Board regularly reviews any
significant fair value movements in
individual portfolio companies, the
Group's investments in its strategic
assets and the top 20 most valuable
portfolio company holdings. In
addition, the managing partners of
the Life Sciences and Technology
Partnerships attend Board meetings
as observers and present updates on
their respective portfolios during each
Board meeting.

As described on page 36, the Group
maintains risk registers setting out
mitigations in place in each case. The
key risks and uncertainties faced by
the Group, as well as the relevant
mitigations, are set out on pages 38
to 48. If more than one of the risks
occurred together, the overall impact
on the Group may be compounded.

IP Group plc Annual Report and Accounts for the year ended 31 December 2019



Information and
financial reporting
systems

The Group evaluates and manages
significant risks associated with the
process of preparing consolidated
accounts by having in place systems
and controls that ensure adequate
accounting records are maintained
and transactions are recorded
accurately and fairly to permit the
preparation of financial statements
in accordance with IFRS. The Board
approves the annual operating
budgets and receives details of actual
performance measured against the
budget at each meeting.

Further details in relation to the
Group's approach to the management
of its business risks, and the function
and ongoing roles and responsibilities
of its internal risk council are set out
on pages 36 to 49 and on pages 115
to 119.

Share capital and
related matters

Details of the structure of the
Company's share capital and the
rights attaching to the Company's
shares are set out in note 1 to the
consolidated financial statements.
Details of powers of the Company's
directors in relation to the issuing or
buying back by the company of its

shares are set out in pages 120 to 121
of the Directors’ Report.

Articles of association

Details of the rules that the Company
has about the amendment of the
Company's articles of association are
set out on page 121 of the Directors’
report. The Company's articles of
association may be amended by a
special resolution of the shareholders.

Substantial
shareholders

Details of persons who hold a
significant direct or indirect holding of
securities in the Company are set out
on page 121 of the Directors’ report.

Annual General Meeting

Notice of the AGM, which will be
held at 11.00am on 18 June 2020

at IP Group pic, The Walbrook
Building, 25 Walbrook, London, EC4N
8AF, is included with this report,
containing details of the resolutions
to be proposed at the meeting

and explanatory notes on those
resolutions. To ensure compliance
with the Code, the Board proposes
separate resolutions for each issue
and proxy forms allow shareholders
who are unable to attend the AGM
to vote for or against, or to withhold
their vote on each resolution.

The results of all proxy voting are
published on the Group's website

GOVERNANECE

after the meeting and declared at the
meeting itself to those shareholders
who attend. Shareholders who attend
the AGM will have the opportunity

to ask questions and all directors

are expected to be available to take
questions.

The Group's website (www.
ipgroupplc.com) is the primary
source of information on the Group.
The website includes an overvievs of
the activities of the Group; detdils of
its portfolio companies, and its key
university relationships and other
strategic collaborations; and details
of all recent Group and portfolio
announcements.

On behalf of the board
o~.§4¢—\
=

Sir Douglas Flint
Chairman

10 March 2020
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The Nommatlon Commlttee Ieads the process for Board and senior management
appointments and the re- electlon and succession of directors, the Chairman

and senior management Its key obgectuve is to ensure that the Board cornprises
individuals with the necessary skills, knowledge experience and diversity to
ensure that the Board is effectlve in- discharging its duties and is |ndependent for

Sir Douglas Fllnt

Chairman ’

<Mémb'er'ship and mé’et"ings " _
The Commlttee is chalred by Slr Douglaf Flmt Its other members asat " - ’ : G

31 December 2019, were all of the other non-executlve dlrectors ensuring a . :
ma]onty of mdependent non- executlve dlrectors as, prescrlbed by the Code. = * 7.

The Nomunatnon Commrttee meets as'and when requwed or as requested by the )
Board, and had three scheduled meetlngs and orie ad- hoc meetung dunng 2019. | o
The attendance by each mernber of the Committee at the meetlngs durlng 2019 N
IS set out on page 87 KR K E . b . £

A
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| : were reviewed by. the. Nomination -

In Ilght of the 2018 Corporate
Governance Code, the terms of

_ reference for the Nomination

Commlttee were rewewed by the
Nommatlon Commlttee and updated

' and adopted by the Board in May

2019 Changes were made to reflect
the' expansron of the Nomlnatlon
Committee’s responsrbllltles with
respect to sénior management and

* ‘succession planning, and to'take
"into account the wuder deflmhon of
dlverslty The Nomlnatlon Commlttee
“will review its terms of reference at

“ where necessary and/or approprrate to
reflect current market practlce

Appomtments

The Nomlnatlon Commlttee

] ) recommended the appomtments of

both Dr Caroilne Brown and Aedhmar
Hynes as additional independent Non-
executrve D,rectors during 2019. The
process of their'appointments is set
out below. , .

At the end of 2018; folfowing the
appomtment of Sir’ Douglas Flint
"as Chairman; Stuart Thomp.\on
Director of IP Exec, the Group’s °
in-House executiv search finction,’
conducted’a gap analysis on the
Bdard's current skills'and composition
in order to define the profile of two
. new non-executive directors, one
of whorm would also be a future
candidate for, the chair of the Audit
Committee.- After considering the
various available optlons and the
positives and negatives o‘f each,
‘the Committee concluded that the
.existence of an experienced in-house
executive search function within the
Group meant that it did not reguire
the services of an external search

S consultancy in relation to these

appointments. . .

THeé analysis carried out-by Mr
Thompson identified skills, experience .
and attributes that would be required
for both non-executive positions.

The -conclusions of this analysis. .

Committee, following which detailed
job specifications were prepared,
and Mr Thompson was asked to

“least annually and wilt propose updates .

-4
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«-.run the search and recruitment

- process on behalf ofthe Nomination

Committee. Using'thé analysis, Mr

< Thompson compiled a diverse list

“of candidates. When considering
‘potential candidates, the Nomination
Committee was mindful of diversity
considerations including-the- -

» recérnmendations of the Hampton-

"= Alexander Review and-the Parker
"« Review, and its desire to increase

- female representation-on the Board
dunng the year W '

Followung |ntervrews with the .-
Chalrman and certaln of the other
dlrectors Dr Carollne Brown and
Aedhmar Hynes were duly appornted
to the Board wrth effect from 1 July
2019 and 1 _Aggust 2019 resoeqtlvely.

- Following these appointments, IP
Group, had three female directors
onits Boar’d‘ eguivalent to 30% of
_ the Board mcludlng the Charrman
followmq the, remgnatlon of Jonathan
Brooks who retired from the Board
~on 10 March 2020 '

In making future appomtments to the

- Board and the senior management,

the Committee will contintie to
adopt a formal, rigorous and’
 transparent proceddure. it will give

ol ‘consideration tothe balance,

-skills, knowledge, independence’

--and diversity (including diversity

" of gender, social and ethnic ~ -

. backgrounds, cognitive and personal
-strengths) of the Board-and the senior
‘management team, as well as the
future ‘challenges facing the business.
-{n addition, for appointments to the
Board, the Committee-will always
assess whether identified candidates
have enough time available to devote .
to the role,, l

" .

No new senior managers Wwere
~appointed during 2019:"

Ty . Lt
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CONTINUED

Diversity and inclusion

The Board is committed to a culture
that attracts and retains talented
people to deliver outstanding
performance and further enhance
the success of the Group. In that
culture, diversity across a range

of criteria is valued. The Board
recognises that diversity, in all its
forms, is key to introducing different
perspectives into Board debate and
decision making. A genuinely diverse
Board and senior management team
comprises individuals with a range
of personal attributes, perspectives,
skills, knowledge, experiences and
backgrounds, as well as representing
differences in nationality gender,
social and ethnic backgrounds,
cognitive and personal strengths.

The Board's policy is to make
appointments based upon merit
measured against objective criteria.
In addition, the Board agrees that
diversity (including diversity of
gender, age, social, ethnic and
educational backgrounds, cognitive
and personal strengths) along with
inclusion remain key aspects in
creating an optimal board in terms of
balance and composition.

The terms of reference of the
Nomination Committee include a
requirement that it considers diversity
in the wider sense including, but

not limited to, gender, nationality
and ethnicity in evaluating the
composition of the Board and the
senior management team, and in
identifying suitable candidates for
Board and senior management
appointments. In relation to gender
diversity, the Nomination Committee
gave further consideration throughout
the year as to whether to set a fixed
target in relation to the number of
women on the Board and in the
senior management team, and

with reference to the Hampton-
Alexander Review. While the Group
continues to endorse the target of
33% women in FTSE 350 Board and
senior management teams contained
in the Hampton-Alexander Review
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and remains committed towards
attaining this, including setting itself
aspirational targets as described
further below, it does not yet
consider it appropriate nor in its best
interests to set either Board, senior
management or Group-wide fixed
targets at this stage. It will instead
continue to consider all aspects of
diversity in the wider sense (including,
but not limited to, gender) when
assessing the overall Board and senior
management composition and in
making new appointments.

Consistent with the Group's
aspirational target of at least 30%
female representation at both Board
and senior management level (see
more below), the Board increased its
female representation during 2019
with the appointments of Dr Caroline
Brown and Aedhmar Hynes. Following
these appointments, the Board now
has three female directors equivalent
to 30% following Jonathan Brooks'
retirement frormn the Board in March
2020, thus attaining its aspirational
target at this level. in relation to ethnic
diversity, the Nomination Committee
acknowledges the recommendation
from the Parker Review Committee
Report on the ethnic diversity of
boards issued in October 2017 that
each FTSE 250 board should have

a director of colour by 2024 and is
pleased that the Company currently
cornplies with such recommendation.
Consistent with the approach
adopted by the Committee to gender
diversity, the Committee does not
consider it appropriate to set Board,
senior management or Group-wide
fixed targets at this stage with respect
to ethnic diversity and will continue to
consider all aspects of diversity when
making further appointments.

When Board or senior management
vacancies arise, the Group’s
Nomination Committee will engage
the Group's in-house executive
search function and/or external
search consultants (as appropriate)
and will require them to identify and
present qualified people from a range
of diverse backgrounds, gender,

nationality, age and ethnicity to be
considered for appointment. The
Group also carried out compulsory
unconscious bias training for all of its
employees in 2019, which included
unconscious bias awareness training
regarding recruitment.

The Group's commitment to

diversity and inclusion at the senior
management level is also strong

and it is actively working to increase
the number of women, ethnic and
other cultural and social diversities in
leadership positions within the Group.
Specifically on gender, while, as stated
above, the Group does not have

fixed targets for women in leadership
positions at this stage, the Group
signed up to the 30% Club in January
2018, setting an aspirational target for
itself of 30% female representation in
the Group's leadership team by 2020.
In order to help it attain this target,
the Group set up a 30% Club working
group during 2018, which progressed
certain initiatives during 2019 aimed
at supporting and developing women
in the workplace. For further details of
these initiatives, see page 68.

The Group’s CEQ, Alan Aubrey, is

the accountable Executive Director
on this working group. Whilst, as
described above, good progress has
been made at Board level with female
representation having risen to 30%,
fernale representation on the Group's
senior leadership team remains
below the desired level. The Group
recognises the need for improvement
at the most senior levels in the
business and the 30% Club working
group has already met in early 2020
{o review and critically analyse the
2019 progress in detail. It is also in
the process of developing a further
action plan for 2020 to include the
reconstitution of a wider executive
committee in 2020 with diversity
(including, but not limited to, gender)
as a key element. Further details

on the plan for 2020 are set out on
page 65.

IP Group plc Annual Report and Accounts for the year ended 31 December 2019
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A breakdown of the Group’s people by gender, includipg the gender balance of senior management, as at 31 December
2019 can be found on page 64. ‘ ~
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Successmn planmng

The Nomlnation Committee T
recognises that the ‘Group's .
performance is highty dependent
on its ability to attract, recruit and
retain the highest-quality people and
that malntalmng a robust successlon
planmng framework is- a key factor

‘in ensuring the Group s long- term N
success Sucressmn planmng also
mltlgates the risk of any unforeseen’

. crrcurpsta,nces and énsures -

thatichanges in Board or senior
management positions are effectively
managed and do not cause significant
disruptioﬁ to the Group.

As referenced'abo'v‘e, towards the
"end of 2018, the Board undertook

agap’ analys1s of the Board using

"a skllls matrix, supported by Stuart
Thompson the head of the Groups' :
.in-house executive search function,

and its conclusions led to the
appointments of Dr Caroline Brown
and Aedhmar Hynes in 2019, Whilst
mindful of its requirement to keep
succession planning for its non-
executive directors under continuous
review, given the changes to the
Board over the last-two years and

the resultant relatively short tenure
of three of the Non-executives and
the Chairman, together with the skills,
experience and diversity which have
been added in 2019, the Nomination
Committee is not anticipating any
new non-executive appointments over
the next twelve months.

Insofar as the executive directors are
concerned, the Group's Head of HR

Board evaluation process
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worked closely with the Chairman
and the other members of the

"Nomination Committee through 2019
to further develop and update the

existing succession plans in place for )
each of the positions to fit to current,
circumstances> Such plans cover three
timeframes: immediate, three year

',‘anvd five year. As part of her.work,

the Group's Head. of HR spent time

~ meeting face-to-face with each of the

non-executive directors, executive’
directors, Managing Partners of Life
Sciences and Technolcgy and Stuart
Thompson seeking their views on,
amongst other things, role profiles. in
addition, during the last few months
of the year, the Group’s Chairman had

’ the opportunity to-discuss the topic

,of éxecutive succeséion at rneetings
he had with some iof the Group s
slgnif«cant shareholders With all of
this input, the Ncmmatlon Comm(ttee
then debated ‘the matter in detail at
its meetmg at the end of November
2019 and will continue to refine its
thinking and formalise the plan as it
moves through 2020.

in addition to succession planning at
Board level, developing internal talent
at all levels within the Group remains
a continuous process. The Nomination
Committee is responsible for ensuring
that suitable Ieadershi_p and talent
development plans and processes

are in place to maximise the
potential of the Group's employees
and that the Group has effective
recruitment policies to continue to
attract and retain a diverse mix of
talented employees. The Nomination

‘Committee intends to work closely

with the Group’s new HR Consuitant
through 2020 on her plans to drive
forward the development of internal

" talent, including putting processes;in-

place to identify “rising stars” and to
continue the development of a diverse
pipeline for the senior m‘anag'ément
and their dlrect reports e

* Board effectlveness"
and performance '
" evaluation

In line with best practice under the
Code, a performance evaluation of
the effectiveness of the'Board, its
Committees and, |nd|v1dual dlrectors .
is conducted annually to ensure that
Board performance continues' to be
effectlve that’ each of the dlrectors

. cemonstrates commitment to his or -

her respectlve rolé and has sufficient
time to meet their commitment to
the Group. Further, the Code requires
FTSE 350 companies to have an
externally facilitated evaluation at
least every three years.

Bvalco, an external.independent
board review consultancy, was
selected to undertake a full external
board evaluation in respect of the
year to 31 December 2019 to consider
the Board's overall effectiveness and,
amongst other things, its compdéition,
diversity and how effectively’
members work together to achieve
objectives. Bvalco has no connection
with the Group or any individual
dwectors.
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The results of the evaluation exercise
were reported back, in the first
instance, via verbal presentations to
the Chairman, Company Secretary
and non-executive directors and
then to the full Board, through both
a written report and by Bvalco
facilitating an open discussion at a
Board meeting. The following key
actions have been agreed by the
Board in response:

» to bring more formality to the
succession plans in place for the

senior employees within the Group,

including the executive directors
and to keep these updated;

» to hold dedicated Board session
to agree alignment of the role and
objectives of the Board and its
committees with the Group's s172
responsibilities;

- to review the construct and
composition of the forum through
which the Board's delegated
authority to the executive is
conducted, taking into account the
Group’s commitment to diversity in

all its forms and specifically gender;

+ to continue to build on and
strengthen the work carried out
in 2019 to ensure that the views
of the Group’s stakeholders are
considered by the Board in its
deliberations and decisions;

+ for the Executive Directors and

Company Secretary to ensure there

is greater clarification in Board
and committee papers of the
actions and input required by the
Board and committep members in
response to each agenda item;

« building on the appointrnent of
Aedhmar Hynes as the Designated
NED for workforce engagement,
to formalise how the outcomes of
Board and Committee meetings
are communicated to the wider
workforce to ensure, amongst
other things, consistency of
messaging; and

+ to continue to build on the Board's
strategic dialogue and to further
define the strategy development
process ahead of the Board's
strategy days in 2020.

Finally, the Board considered the
actions which had been identified
from the 2018/19 review and noted
the following progress during 2019:

« the increased diversity on the
Board, in terms of both gender and
board experience, following the
appointment of Dr Caroline Brown
and Aedhmar Hynes as further
described in the Appointments
section on page 83. The skillsets
and experience of both Dr Caroline
Brown and Aedhmar Hynes are
additive to the existing skillset
of the Board and have assisted
towards the achievement of the
Chairman'’s vision of the optimal
board composition and size;

< the delivery of training to the
Board in 2019 by external
advisers on the new corporate
governance requirernents and on
the directors duties under s172 of
the CA 2006, together with the
associated reporting requirements
in connection therewith, as well as
a session on shareholder activism

facilitated by the Company's brokers;

» the further development of the
Group's succession plan for the
executive directors as described in
the Succession Planning section on
page 93, including the discussions
regarding succession planning
which have taken place with the
Group'’s major shareholders to
ensure their views are taken into
account in any decisions in relation
to succession planning; and

+ the consideration of the objectives
of the Board including updating
the Board rolling agenda for the
year to ensure that sufficient
time could be dedicated at Board
meetings to achieve its aims/
actions throughout the year.

Overall, it was concluded that the
Board continues to work effectively,
with demonstrable improvements
being identified as a result of the
implementation of the findings of the
previous year's review.

- OUR
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Director performance
assessment and review

The performance of each of the
non-executive directors is reviewed
by the Chairman with support

from the Company Secretary, the
performance of the CEO is reviewed
by the Chairman and the operational
performance of the other executive
directors is reviewed by the Chief
Executive Officer as part of the
annual appraisal process. In addition
to those reviews, the performance of
the Executive Directors is reviewed
by the Board on an ongoing basis.
One-to-one meetings have been held
amongst the individuals concerned
using, amongst other things, the
input collated on the performance of
each of the individual from the Board
evaluation process and development
plans are now in the process of being
put in place for each of the directors
for the year ahead.
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REMUNERATION STATEMENT

Heejae Chai’
Chair of the i
’ Remuneration Commlttee
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Dear fellow shareholder,

lam pleésed to present my first Directors’ Remuneration Report ("DRR™)
since assuming the role of Chairmarn of the Group’s Remuneration Committee.
In October, the Group’s Nomination Committee appointed me as the new
Committee Chairperson, assuming the role from Jonathan Brooks with effect

. from December 2019. On behalf of the Group and its shareholders, | would

like to place on record my gratitude to Jonathan for the role he has played in
developing our remuneration approach and | fook forward to continuing this
work followmg his departure.

This DRR is made on behalf of the Board and covers the year ended

31 December 2019. | believe that the highly shareholder-aligned nature of the
Group's variable incentive schemes has once again resulted in remuneration
out-turns for the executives, and 'wider staff, that are appropriate in light of the
Group's performance. | elaborale on this further below, as well as the largely
consistent approach to remune(atibn that we intend to employ for 2020.

2019 Remuneration Policy review

Last year, the Committee reviewed and amended our Remuneration Policy, with
enhancements made predomin@ntly to take into account the 2018 UK Corporate
Governance Code. The twe primary changes made were a reduction in the
pension maximurn to align with the wider workforce, and the introduction of a

.+ post-cessation shareholding policy. The revised Policy received 96.6% support at
. our AGM in May 2019,

2019 Performance and incentive out-turns

As has been discussed in the Strategic Review, the Group's Return on Hard NAV
for 2019 was negative £73.7m and therefore did not meet the minimum levels of
return that the Group targeted-in 2019. The Group did however achieve a record
level of realisations to date, with £79.5m cash being realised from tﬁe portfolio. -
Given the significant weighting of the AIS outcomes to Return on Hard NAV, the
quantltatlve targets indicated a bonus out-turn of 27.9% of ma)«mum pnmarlly
3asa result of these cash reahsatlcms

The Cornmittee members discussed the output of the quantitstive targets and |
considered that this out-turn appropriately reflected the overall performance

" of the business for thé period in question. The Committee considered that it

was appropriate to reward the Group's directors for their success in delivering
one of the Board's key objectives for the year, that of demonstrating increasing
sustainability through cash generation from the portfolio. The Committee was
also aware of the external market factors that may have contributed to the

poor pérformance of the Group's portfolio, however, also mindful of the Group's
35% share price decline during the year, we determined that a nil out-turn in
connection with portfolio performance was appropriate. The Committee therefore
considered the formulaic AlS ‘out-turn of 27.9% of maximum was appropriate.

Consistent with the Group's annual performance in 2019, the comulative three-
year return on the Group’s Hard NAV did not meet the 8% per annum threshold
target for the Group's 2017 LTIP awards scheduled to vest in March 2020.

The wider Committee and | are very conscious of and, as fellow shareholders,
disappointed by the Group’s share price performance during 2019. So, while the
actual absolute Total Shareholder Return ("TSR™) performance period for the
2017 LTIP awards runs until 31 March 2020, based on the Group's share price at
the date of this report, the Committee does not expect that the minimum 8%
annualised return will be met. As a result, it is anticipated that the vesting of the
LTIP awards in 2020 will again be zero.

The Committee considers that these outcomes appropriately reflect the
Committee’s "pay for performance’ principles and the stretching, objective
incentive targets that are alighed with our shareholders.

IP Group plc Annual Report and Accounts for the year ended 31 December 2019
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We provide transparent disclosure of our AlS performance targets on both a retrospective and, where appropriate,
prospective basis. Full details of the AlS targets for 2019 and forward-looking targets for 2020 are contained in this report.

The framework for our Executive Directors is summarised below:

Salary .

Typically, salaries approach the bottom end of a market competitive range for similar sized companies

Pension * 10% of salary contribution to Company defined contribution plan, personal pension plan or cash equivalent

»  The pension level is in line with the wider workforce

AlS + Maximum 100% of salary

« Based on stretching return on Hard NAV targets disclosed retrospectively and prospectively and other
relevant ‘leading indicators’ of performance as determined by the Committee each year

» Formulaic outcomes may be adjusted at the discretion of the Committee to reflect overall business or

individual performance

= Half of any bonus above a minimum amount deferred into equity over two-year period

» AIlS arrangements cascade to all employees in the business, with components based on team and/or
individual objectives for non-director employees

LTIP .

Annual awards of 300% of salary (CEQ) and 200% of salary (other Executive Directors)

« Based on stretching Hard NAV and TSR growth targets (with a discretionary relative TSR underpin)

individual performance

« Formulaic outcomes may be adjusted at the discretion of the Committee to reflect overall business or

= Includes a two-year post-vesting holding period

* LTIP arrangements reserved for senior managerial levels and roles which are expected to have a material

financial impact on the Group's outcomes

Shareholding * 200% of salary (CEQ) and 150% (other Executive Directors)

guidelines .

Post-employment shareholding policy in place

Malus and .
clawback

Comprehensive malus and clawback provisions on all variable elements

Executive Directors’ base salaries
for 2020

In the Group’s 2019 Directors’ Remuneration Report, the
salaries of the executive directors were increased by 2%,
well below the average level of salary increases in the wider
employee population. Since late 2017, the Committee has
planned to carry out a more comprehensive review of the
salaries of its Executive Directors as it is conscious that the
overall remuneration levels could be seen to be well below
market levels for listed companies of similar size, scale and
complexity. However, mindful of the Group's share price
and net asset per share performance over this time, the
Committge intends to carry out a more comprehensive
review in due course.

The Group's total salary costs, including executive directors,
decreased by approximately 13% from £14.9m to £13.0m
between 2018 and 2019, largely as a result of the continued
realisation of synergies following the Group's combination
with Touchstone Innovations in late 2017, offset by the

full year effect of the newly-formed Australasian team.
However, fargely as a result of promotional and role
expansions for a number of the Group’s continuing team
members, the average like-for-like base salary increase
for UK employees, excluding executive directors, was
6.4%. Following further headcount reviews towards the
end of 2019 to ensure that the business remains optimally
sized for the management of its portfolio and operations,
management expects a sirilar pattern to be seen in 2020,
where the Group’s overall salary costs are anticipated to be
at or below 2019 levels while the average like-for-like base
salary increase in the UK is expected to be around 6.4%.

Against this backdrop, the Committee has determined that
the base salary increases for the Executive Directors, to

be implemented in April 2020, will again be no more than
the average for the wider employee population. In the case
of the Group's CEOQO, we intend to implement a base salary
increase of 2.0%. For the CFO, the increase will be 5.9%,
which is lower than the average workforce increase but at
a higher level than the other executive directors to ensure
that his remuneration continues to progress towards what
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the Committee considers to be market levels of salary and
overall remuneration opportunity for this key executive
board role. The increase for the Group's other executive
directors will be 2.0%.

« The CEO's base salary will be £432,000;
< The CFO’s base salary will be £297,000;

+ The base salary for the other Executive Directors’ will be
£286,000

Executive Directors’ AlS and LTIP
oppotrtunities

Consistent with the Group's recently approved
Remuneration Policy, there will be no change to the
maximum AIS or LTIP opportunities for 2020. For 2020,
the Committee will base the AIS outcome for directors on
(i) the return on Hard NAV, (ii) cash realisations from the -
portfolio, (iii) the level of net operating expenses and (iv)
the engagement levels of the Group’s employees. Where
appropriate from a commercial point of view, disclosure
of the forward-looking targets for the AIS has again been
made, as has full disclosure of all backward-looking targets
and outcomes.

The Committee will again assess performance under the
LTIP against growth in Hard NAV and TSR. As | described
earlier, the Committee is very mindful of the fall in the
Group's share price during 2019. Assuming there is no
significant recovery in the Group’'s share price by the date
of award, we would anticipate reducing the normal level of
each award made under our LTIP this year. We will assess
the appropriate level of reduction at the time of award but
expect that the level of award to be 275% of salary (rather
than 300%) for the CEO and 185% of salary (rather than
200%) for the other executive directors.

LTIP rules

In May 2019, the Group became aware of a technical issue
concerning the administration of its LTIP. Shareholders
approved various amendments to the LTIP in 201 rather
than the LTIP rules being renewed in full. The Group will
therefore seek approval of the LTIP by shareholders, in
accordance with the Listing Rules, at the 2020 AGM.
Further details are provided on page 91.

Terms of Reference and key
responsibilities

In light of the 2018 Corporate Governance Code, the
terms of reference for the Remuneration Committee were
reviewed by the Remuneration Committee and updated
and adopted by the Board in July 2019. The Remuneration
Committee will review its terms of reference at least
annually and will propose updates where necessary and/
or appropriate to reflect current market practice. The key
responsibilities of the Cornmittee are as follows:

+ Determine the policy for executive director remuneration

« Design and set the remuneration for the Chairman,
executive directors and senior management

- Review workforce remuneration and related policies to
ensure they operate to attract and retain the best talent

* Review remuneration practice and its cost to the Group

+ Consider pension and superannuzafion arrangements and
other benefits ’

» Consider the engagement and independence of external
remuneration advisers

Approval of the Remuneration Policy
and 2018 Remuneration Report

Our updated Remuneration Policy and 2018 Directors’
Remuneration Report received 96.6% and 99.7% of votes
cast in favour at our AGM in May 2019. While this indicated
a strong level of shareholder support, both | and the Group
are committed to maintaining high levels of transparency
and engagement surrounding cur remuneration principles
and practices. | welcome the opportunity to discuss the
Group's remuneration with any shareholder, either at our
AGM or at any other time during the year.

Structure of this report

The following pages contain an extract of our
Remuneration Policy (as approved by shareholders in 2019),
a summary of how we intend to implement the policy
during 2020, and the detailed disclosure of outcomes in
respect of 2019.

ON BEHALF OF THE BOARD

Heejae Chae .
Chairman of the Remuneration Committee

10 March 2020
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Statement of implementation of
remuneration policy in the following
financial year

The Group targets a remuneration package for its executive
directors that will enable the attraction, retention and
incentivisation of individuals of the highest calibre in order
Lo successfully deliver Lhe Group's slrategic objectives.

We have continued to apply our performance-based
philosophy with a focus on the long terrn and consistent
with a ‘lower base/higher variable’ approach.

Salary and fixed components

With effect from 1 April 2020, the base salaries of the
executive directors will be:

2019/20 2020/21 Increase

base salary base salary %
Alan Aubrey (CEO) £432,000 £423,500 2.0%
Mike Townend (CIO) £286,000 £280,500 2.0%
Greg Smith (CFO) £297000 £280,500 5.9%
David Baynes (COQ) £286,000 £280,500 2.0%

As has been the case for a number of years, the Committee
considers that, as part of a competitive overall package,
base salaries should be within a market-cornpetitive range.
Given IP Group's business model and stage of development,
this is currently considered to be at around the lower
quertile of companies of a similar size and complexity.

For context, the Group's total salary costs, including
executive directors, decreased by approximately 13%
between 2018 and 2019, largely as a result of the continued
realisation of synergies following the Group’s combination
with Touchstone Innovations in late 2017, offset by the

full year effect of the newly-formed Australasian team.
However, largely as a result of promotional and role
expansions for a number of the Group’s continuing team
members, the average like-for-like base salary increase

for UK employees, excluding executive directors, was

6.4%. Following further headcount reviews towards the
end of 2019 to ensure that the business remains optimally
sized for the management of its portfolio and operations,
management expects a similar pattern to be seen in 2020,
where the Group's overall salary costs are anticipated to be
at or below 2019 levels while the average like-for-like base
salary increase in the UK is expected to be around 6.0%.

The Committee intends to complete a review of executive
directors’ overall remuneration this year and looks

forward to discussing this important topic with our major
shareholders. For this coming year, in order to ensure that
the Group's remuneration package does not become any
less market relevant, we intend to increase the base salaries
for the executive directors other than the CFO by 2%.

For the CFO, the increase will be 5.9%, which while lower
than the average workforce rate is a higher level than the
other executiva directors. This reflects the Committee’s
views that the CFQO’s overall remuneration opportunity
remains significantly below market levels for this important
executive role and that this level of salary increase will help
to substantially mitigate the potential risk presented by this
situation.

Pension and benefits will continue to be in line with the
levels stated in the policy table. Pension levels are in line
with those for the wider workforce, at up to 10% of salary.

incentives

The maximum AlS opportunity will remain at 100% of base
salary for all executive directors. The 2020 AlS, similar to
2019, will be based on four performance measures:

- 60% on annual return achieved on the Group's Hard
NAV;

« 30% on cash realisations from the portfolio;
+ 5% on the level of net operating expenses; and
« 5% employee engagement and culture,

These measures are considered appropriate leading
indicators of underlying business performance, including
onc that explicitly takes into account the engagement of
our most valuable asset, our people. This latter objective
will be measured with input from the Group's Designated
NED, Aedhmar Hynes, who in this regard has Board
responsibility for bringing the voice of our employees into
the Boardroom.

As in prior years, the Committee has determined the
performance metrics that are required to be achieved.

In terms of the Return on Hard NAYV target, as before,

the Committee has taken into consideration the blend of
assets that constitute the Group Hard NAV, particularly

the relative level of cash on which it is not currently
possible to achieve a return in excess of approximately 1%.
Reflecting our commitment to transparency, we are again
disclosing this AIS target on a prospective basis. For 2020
the Committee has determined that threshold vesting of
25% of this element of the award will be available provided
a minimum return of 5% is achieved while the maximum
amount of this element will be available should a return of
15% or greater be achieved. In absolute terms, this requires
the achievement of a return on Hard NAV in excess of £57m
before any of the AlS component relating to return on Hard
NAV may be awarded and a return in excess of £170m in
order for this component to be awarded in full. The targets
relating to the measures outlined above, as well as the
performance against these targets, will be disclosed in the
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2020 Directors’ Remuneration Report. Overall, the targets
are considered by the Committee to be appropriately
stretching, especially in light of the current economic
climate and 20139 performance out-turns,

The AIS operates as a discretionary plan and as is the case
in 2019, in line with the UK Corporate Governance Code,
the Committee may adjust the 2020 outcome to take into
account overall business or individual performance or any
other factors it considers appropriate.

Consistent with the maximum opportunity for the 2019 LTIP
awards, the Committee would ordinarily have continued
to make the 2020 LTIP awards at 300% of base salary for
the CEO and 200% of base salary for all other executive
directors. However, in light of the fall in the Group's share
price during 2019, except in the event of a significant
recovery in the Group's share price by the time of award,
we expect the LTIP award levels for 2020 will be reduced
to 275% of salary for the CEO and 185% of salary for the
other executive directors. Performance will continue to be
assessed against growth in Hard NAV and TSR as per the
vesting table set cut below.

Vesting matrix: 2020 LTIP awards

~1 5% 1 60% | 75% ]90%. |10
Sl 0% | 30% | 45% _|. 60%
o 8% | 125% . | 25% | 45%
F 1 <8% 0% | 125% | 30%
L <8%.. 10%

Any awards that vest will be subject to a further two-year
holding period (net of any tax and NICs where holding is
not on a gross basis).

Post-cessation shareholding policy

Departing executive directors will normally be required

to retain shares following the date of cessation of their
employment under the Group’s post-cessation shareholding
guidelines. This policy came into effect on 1 January 2019
and applies to any shares vesting from Company incentive
plans following this date. The policy operates as follows:

+ The post-cessation shareholding shall be 100% of the
guideline that applied at the date of cessation, or, if
lower, the actual holding excluding personal investment.

+ The holding determined at the date of leaving shall -
apply for a period of 24 months, on a tapered straight-
line basis, reducing to nil over this period.

* Shares that are no longer subject to performance
conditions, such as deferred shares or holding period
shares, shall count towards the guidelines (on a net of
assumed tax basis).

« The Committee shall have the discretion to operate
the policy flexibly and may waive part or all of
the requirement, for example in compassionate
circumstances.

During the course of 2019, the Committee put in place a
framework to assist it in applying the policy. The Committee
also explored structures to best enforce the requirements
of the policy and will be working with its Employee Benefit
Trust in 2020 to put in place a nominee arrangement
whereby any shares vesting under the Company'’s incentive
schemes will be held on behalf of the relevant executive
director until the required shareholding amount is met.
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The fee for the Group’s chairman has been set at £175,000 per annum since September 2018 and shall increase by 2.0%

to £178,500 for 2020/21. The fees for the non-executive directors will be increased from £44,500 to £45,500, reflecting a
2.2% increase from 2019/20. Additional fees for chairing a Board committee and for being senior independent director shall
remain at £10,000. During the year, the Group introduced an additional fee of £10,000 for the role of Designated NED.

Single figure for total remuneration (audited)

The following table sets out the single figure for total remuneration for directors for the financial years ended 3! December

2019 and 2018.

Base salary/
o fees’
All E000s 2018 2018

Annual bonus

Benefits™ (AlS)? LTIP

2018 .

Pension®

Total

- 2018

Executive directors

Alan Aubrey3 301
Mike Townend 273
Greg Smith 273
David Baynes* L 279 273
Non-executive directors "
Douglas Flint ' 50
Jonathan Brooks®

Elaine Sullivan 43
David Begg 51
Caroline Brown® -
Aedhmar Hynes’ -
Heejae Chae® .29

2018 2018 2019

62

2018 2019 "

2019 2018 ::

413
350
352
366

NOTES

1. Base salary/fees represent amounts earned and paid by the Group during the year in question.

2 AIS executive's bonus outturn was 27.9% of maximum for 2019, The first 25,000 will be paid in cash and thereafter 50% paid in cash and

50% deferred in shares over two years.

3. Alan Aubrey's contractual base salary was £423,500 from 1 April 2019. In addition, Alan Aubrey retained board fees in 2019 totalling

£86,346 (reduced due to retirement from Avacta in Jan 2012) (2018: £110,000) from portfolio companies in which the Group is a

‘shareholder and that were deducted from his base salary.

[N

on 25 November 2019.

© O N O

- applicable.

. David Baynes receives an annual car aliowance or equivalent thereof of £12,000.

Aedhmar Hynes joined the Board on 1 August 2019.
. Heejae Chae assumed the role of Chair of the Remuneration Committee on 25 November 2019.
. Pension includes payments made to defined contribution schernes on behalf of the directors or the

10. Commuting costs for non-executive directors are reimbursed and are subject to PAYE.

value of a cash equivalent, if
* [}

. Jonathan Brooks stepped down as Chair of the Audit & Risk Committee on 18 September 2019 and the Chair of Remuneration Committee

. Caroline Brown joined the Board on 1 July 2019 and assumed the role of Chair of the Audit & Risk Committee on 18 September 2019,
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Additional disclosures for single figure for total

remuneration table (audited)

Annual Incentive Scheme

The targets for the 2019 AlS were predominantly based on the annual return on Hard NAV alongside two further leading
indicators of underlying business performance. The targets for 2019-and the outturn against these were as follows:

Performance condition

(% weighting) Vesting criteria

Actual performance
(% of component)

Return on'Hard NAV
(60%) )

6% return (£73.1m). 25% of maximum opportunity (threshold’)
16% return (£194.8m): 100% of maximum opportunity

Negative 6.1% return (E73.7m):
0% of component

Cash realisations from
the portfolic (30%)

£nil to £100m (sliding-scale)

£79.5m realisations: °
79% of component

Level of net overheads

(10%) £19m (100%)

Net overheads (before AIS costs) lower than £21m (25%) to

£20.6m:
40% of component

Total weighted outturn’

27.9% of maximum

The Corriimittee members discussed the output of the
quantitative targets and considered that this outturn
appropriately reflected the overall performance of the
busnness for the period in question therefore no discretion
was applled The resulting AlIS outturn for 2019 for the
executive directors was therefore determined as 27.9% of
maximum opportunity. In accordance with the Group's
Remuneration Policy, all amounts to individuals above an
initial minimum amount paid in cash, which for the 2019
AlS is £25,000, will be paid 50% in cash and 50% in shares
(deferred over two years using the Group's DBSP).

Long-term incentive scheme

2017 LT!P awards due to vest in March
2020 :

The 2017 LTIP awards are based on the performance of
the Group's Hard NAV (the Group's net assets excluding
intangibles and the Oxford Equity Rights asset) for the
‘three financial years ending on 31 December 2019 and
Total'Sharehdlder Return (“TSR*) from March 2017 to the
ordinary vesting date, being 31 March 2020, using a one-
month average. Both performance measures are combined
into a matrix format as per the vesting table below. The
total award is subject to an underpin based on the relative
performance of the Group’s TSR to that of the FTSE 250
index, which can reduce the awards by up to 50%.
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Vesting matrix:
. estimated 2017 LTIP outturn

Actual/forecast

" (share price)

Performance Target .
condition performance performance -
Hard NAV' . 8%: £1,568m . £1142m
(at 31 Dec 2019) 15%: £1,859m (-4% p.a.)
Annual TSR? 8%: 171p 71p

15%: 20lp. (-24% p.a. growth)

Comparative TSR FTSE 250 +4.4% IP Group -49%

1. Hard NAV target increased by Committee to reflect £353.6m

Touchstone Hard net assets acquired in 2017 and net proceeds of
€1811m from the Group's 2017 placing.

2. TSR performance shown reflects the Group's one-month average
. share price to 6 March 2020. Actual performance period-is the
one-month average to 31 March 2020.

The actual’ performance of the Group in terms of Hard NAV
growth was below threshold and, based on the one-month
average share price to 6 March 2020, was below the lower
TSR target and that of the FTSE 250 TSR performance. On
this basis, the 2017 LTIP award is not expected to meet the
minimum performance criteria required for vesting. The
amounts disclosed above in the single remuneration figure

table are based on this performance and resulting expected

outcome. Actual vesting will be based on TSR performance
to 31 March 2020.

2016 LTiP awards that were due to vest in
March 2019

As reported last year, the Hard NAV growth target was not
met. TSR measured over the three-year period to 31 March
2019 was negative and therefore the TSR condition was not
met. Consequently, none of the 2016 LTIP awards vested.
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2019 LTIP awards

The 2013 LTIP awards were made with a face value of 300% of salary for the CEO and 200% of salary for other executive
directors, based on the share price at date of grant and vesting subject to performance. Awards are calculated by reference
to the salary effective for the 2019/2020 salary year. Any shares that vest shall be subject to a two-year holding period.

The performance conditions that apply to both of these awards will follow the same matrix structure with the same vesting
parameters as that set out above for the previous awards. Hard NAV growth will be measured over the three-year period
to 31 December 2021 (starting point: £1,217.5m at 31 December 2018). TSR shall be measured from 26 April 2019 to 31 March
2022 with a one-month average starting point of 394.9p (being the 30-day average to 25 April 2019).

The award is subject to an underpin whereby vesting may be reduced by the Committee by up to 50%, taking into account
a range of performance factors including relative TSR against the FTSE 250.

Type of Basis of award Face value' Threshold
Executive director interest (% salary) (000s) vesting? End of performance period
Alan Aubrey 2019 LTIP 300% £1,270 25% 31 Dec 2021 (NAV) / 31 Mar 2022 (TSR)
Mike Townend 2019 LTIP 200% £561 25% 31 Dec 2021 (NAV) / 31 Mar 2022 (TSR)
Greg Smith 2018 LTIP 200% £561 25% 31 Dec 2021 (NAV) / 31 Mar 2022 (TSR)
David Baynes 2019 LTIP 200% £561 25% 31 Dec 2021 (NAV) / 31 Mar 2022 (TSR)

1. The number of shares corresponding to the face value is calculated using the share price of 89.10p for all executive directors.

2. Represents threshold vesting against both elements of the performance matrix. Lower vesting is possible if only one element of the matrix
is partially met or as a result of the application of the performance underpin.

Loss of office payments or payments to former directors (audited information)
No payments for loss of office were made to past directors during the year nor were any payments made to former
directors for director duties that have not already been included in their historic single figures of remuneration.

Change in remuneration of the Chief Executive Officer compared

to Group employees

The table below sets out the change in the remuneration of the CEO and that of our UK employees (excluding directors and
new joiners/leavers):

% change in benefits
% change in base % change in bonus .(excluding pensions)

salary 2018 to 2019 2018 to 2019 2018 to 2019
CEO . i ! 2.0% 69.2% . 9.8%
UK employees 6.4% 30.0% ’ 8.6%

105



DIRECTORS' REMUNERATION REPORT

ANNUAL REMUNERATION STATEMENT conTinueD

Historical executive pay and Group performance

The table and graph below allow comparison of the Total Shareholder Return ("TSR™) of the Group and the Chief Executive
Officer remuneration outcomes over the last ten years.

The chart below shows the Group's TSR performance against the performance of the FTSE All Share, FTSE Small Cap

and FTSE 250 indices over the ten-year period to 31 Decernber 2019. The Directors have selected these indices as, in their
opinion, these indices comprise the most relevant equity indices of which the Company was a member during a significant
proportion of the period in question and against which total shareholder return of IP Group plc should be measured.

Historical Chief Executive Officer remuneration ocutcomes

The table below summarises the Chief Executive Officer single figure for total remuneration, annual bonus pay-out and LTIP
vesting as a percentage of maximum opportunity for the current year and previous nine years.

Chief Executive Officer. Alan Aubrey 2010 2011 2012 2013 2014 2015 2016 2017 20181 2019
CEO single figure of remuneration (£000s) 193 209 3257 2231 302 669 265 552 413 498
Annual bonus pay-oul (% of maximum) n/a n/a nfa 100% 0% 100% 0% 57% 17% 28%
LTIP vesting (% of maximum) 0% n/a 81% 100% 100% 57% 0% 0% 0% 0%

LTIP vesting is based on the current expectations of the performance against the 2017 LTIP targets as discussed on page 104.
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Relative spend on pay

The chart below shows the total employee costs, change in
Hard NAV and change in share price from 2018 to 2019.

O 2019 . 2018
1,217.5 108.6
1146.5
711
Total employee costs Hard NAV Share price
(E€m) -8% (Em) -6% (p) -35%

The information shown in this chart is based on the
following:

Total employee pay: total employee costs from note 9 on
page 152 including wages and salaries, social security costs,
pension and share-based payments.

Change in Hard NAV: change in the Group’s net assets
excluding goodwill, intangibles and the Oxford Equity
Rights asset taken from the statement of financial position
on page 34.

Returns to shareholders: since the Group does not currently
pay a dividend, returns to shareholders are represented by
the change in the Group's share price over the period from
3) December 2018 to 31 December 2019.

Interests in shares

o OUR
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Directors’ shareholdings and share
interests (audited information)

The Group's Rernuneration Policy contains minimum
shareholding requirements for each of its executive
directors.

The Committee has set the current limits at 2.0x salary
for the Chief Executive Officer, and 1.5x salary for all other
executive directors.

This level of shareholding is required to be met within four
years of each director’s date of appointment. If the guideline
is not met by any executive director within this timeframe,
or the level of shareholding falls below this level for any
other reason, including share price fluctuations, then the
Committee will discuss with the relevant executive director
a plan to ensure that the guideline can be met within a
reasonable timeframe. The Committee will ordinarily require
executive directors to retain all shares received under the
AIS or LTIP, other than as required to meet tax and NIC
liabilities, until the guideline is met.

At the end of the year, Alan Aubrey and Mike Townend
continued to meet this requirement. Both Greg Smith

and David Baynes have previously et this requirement;
however, the reduction in the Group’s share price during
the year has resulted in this requirement being off targeted
levels at 10 March 2020. Both Mr Smith and Mr Baynes are
mindful of Committee guidance on this matter and bought
shares on the open market during 2018. Both directors have
agreed with the Committee that they will, at a minimum,
retain all post-tax shares received under the DBSP or LTIP
to ensure that minimum levels are met and maintained.

The directors who held office during 2019 had the following beneficial interests in the ordinary shares of the Company:

As at 31 December 2019 Vested but Total interest in shares
unexercised
Shares options’
owned Number % of share
Current directors Number (net of tax) Number capital
Alan Aubrey 2,663,538 43,740 2,707,278 0.26%
Mike Townend 1156,802 26,880 1183,782 011%
Greg Smith 298,351 25,107 323,458 0.03%
David Baynes 262,975 26,880 289,855 0.03%
Elaine Sullivan - - - -
David Begg 42,391 - 42,391 0.00%
Sir Douglas Flint 18,500 - 18,500 0.00%
Heejae Chae 16,073 - 16,073 0.00%

Caroline Brown
Aedhmar Hynes

There have been no changes in the interests of the directors set out above between 31 December 2019 and 10 March 2020.

1. Reflects executive directors’ interest in vested but unexercised DBSP

2. Share options relating to the deferral of the 2015 AIS award, net of estimated 47% income tax and employees’ NICs liability.

Former directors (as at date of leaving)

Number of shares

(Jonathan Brooks (stepped down on 10 March 2020)

81,826
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Long Term Incentive Plan

Directors' participations in the Group's LTIP are:

Potential
Number Conditional conditional  Share price |
of shares shares interest in at date of
conditionally notionally Vested Lapsed shares at 31  conditional Earliest
held at awardedin during during December award vesting
1 January 2019 the year the year the year 2019 (p) date(s)
Alan Aubrey . ’
2016 LTIP 664,313 - - (664,313) - 155.80 31-Mar-19
2017 LTIP 857142 - - - 857142 N2.50* 31-Mar-20
2018 LTIP 894,397 - - 894,397 139.20 3-Mar-21
2019 LTIP - 1,282,038 1,282,038 99.10 31-Mar-22
2,415,852 1,282,038 - (664,313) 3,053,577 -
Mike Townend
2016 LTIP 327342 - - (327.342) - 155.80 31-Mar-19
2017 LTIP 378,57 - - 378,57 N2.50° 31-Mar-20
2018 LTIP 39515 - - - 39515 139‘20 31-Mar-21
2019 LTIP 566,094 - - 566,094 9910 31-Mar-22
1,101,028 566,094 - (327,342) 1,339,781 -
Greg Smith - - - V - - -
2016 LTIP 306.803 - - (306,803) - 155.80 31-Mar-19
2017 LTIP 37857 - - - 378,571 n2.50* 31-Mar-19
2018 LTIP 395,115 - - - 39515 139.20 31-Mar-20
2019 LTIP - 566,094 - - 566,094 89.10 31-Mar-21
1,080,489 566,094 - (306,803) 1,339,780 -
David Baynes - - - - - -
2016 LTIP 327342 - ’ - (327,342) - 155.80 31-Mar-19
2017 LTIP 378,571 ’ - - - 378,57 n2.50* 31-Mar-19
2018 LTiP 395115 - - - 39515 139.20 31-Mar-20
2019 LTIP - 566,094 - - 566,094 9910 31-Mar-21
1,101,028 566,094 - (327,342) 1,339,780 -

“note that the number of conditional LTIP awards made in 2017 was calculated using the Group's 140p placing price from 2017
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Directors’ interests in nil-cost options under the Group’s DBSP that have been granted in order to defer AlS bonuses in

accordance with our Policy are as follows:

Options
Option Exercised Lapsed held at  Share price Earliest
Options held  awarded in during the during the 31 December at date of vesting
at Ist Jan 2019 the year Year year 2019 award (p) dates
Alan Aubrey
Deferral from 2015 AIS 42,710 - - 42,710 175.60 31-Mar-18
Deferral from 2017 AIS 39,820 - - - 39,820 128.20 31-Mar-19
Deferral from 2017 AlS 39,821 - - - 39,821 128.20 31-Mar-20
Deferral from 2018 AIS 1,282 - - 1,282 99.10 31-Mar-20
Deferral from 2018 AlS - 1,282 - - 1,282 99.10 31-Mar-21
122,351 22,564 - - 144,915
Mike Townend
Deferral from 2015 AIS 25,981 ' - - - 25,981 175.60 3i-Mar-18
Deferral from 2017 AIS 24,736 - - - 24,736 128.20 31-Mar-19
Deferral from 2017 AlS 24,736 - - - 24736 128.20 31-Mar-20
Deferral from 2018 AIS ‘ - 5,349 - - 5,349 99.10 31-Mar-20
Deferral from 2018 AlS - 5,349 - ) - 5,349 99.10 Z1-Mar-21
75,453 10,698 - - 86,151
Greg Smith ~
Deferral from 2015 AIS 22,637 - - - 22,637 175.60 31-Mar-18
Deferral from 2017 AIS 24,736 - - - 24,736 128.20 31-Mar-19
Deferral from 2017 AIS 24,736 - - - 24,736 128.20 31-Mar-20
Deferral from 2018 AlS - 5,349 - - 5,349 99.10 31-Mar-20
Deferral from 2018 AIS - 5,349 - - 5,349 9910 31/-Mar-21
72,108 10,698 82,807
David Baynes
Deferral from 2015 AIS 25,981 - - - 25,981 175.60 31-Mar-18
Deferral from 2017 AlS 24,736 - - -. 24,736 128.20 31-Mar-19
Deferral from 2017 AIS 24,736 - - - 24,736 128.20 31-Mar-20
Deferral from 2018 AIS - 5,349 - - 5,349 9910  31-Mar-20
Deferral from 2018 AlS - 5,349 - - 5,349 9910 31-Mar-21
75,453 10,698 86,151
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Save as You Earn (“SAYE")

The Group operates an HMRC-registered SAYE share save scherne for all UK employees in which three executive directors
are current participants. Their currently outstanding option contracts under the SAYE and the respective maturity dates are
listed in the table below.

Options Options
held at Options Exercised Lapsed held at Option Share price Earliest
1January awardedin duringthe during the 31December exercise at date of vesting
2019 the year year year 2012 price (p) award (p) date(s)
Greg Smith
2017 SAYE 12,631 - - 12,631 . n4 1413  31-Aug-20
2019 SAYE - 34,816 - - . 34,816 51.70 64.60 31-Aug -22
David Baynes
2017 SAYE 9,473 - - 9,473 - N4 141.30  31-Aug-20
2019 SAYE - 34,816 - - 34,816 51.70 6460  31-Aug-22
Mike Townend
2019 SAYE - 34,816 - . - 34,816 51.70 64.60  31-Aug-22

Other long-term interests - legacy arrangements (audited information)

In addition to the executive directors’ remuneration arrangerments, the Group alsc operates co-investment and carried
interest arrangements relating to certain venture capital funds that are under its management. Under the co-investment
arrangements, executive directors make rninority capital and loan cornmitrnents to IP Venture Fund ('IPVF") alongside the
Group. Executives are entitled to participate in a carried interest scheme in respect of IPVF and The North East Technology
Fund LP alongside the Group. Carried interest provides a preferential return to participants once the partnership in question
has returned all funds contributed by limited partners together with a pre-agreed rate of return. The carried interest and co-
investment arrangements will generally contain forfeiture provisions in respect of leavers over the investment period of the
relevant partnership (typically five to six years).

As described in the Policy, no new allocations of this kind will be rnade to executive directors in future, however the current
outstanding interests in co-investment and carried interest schemes in connection with the Group’s managed funds are as
follows:

IPVF co-investment arrangements

The executive directors’ commitments to, and returns from, IPVF are set out below. Commitments are made i'ndirect|y
through the IP Venture Fund (FP) LP, which is the founder partner of IPVF.

Total capital Capital  Total capital
Total capital Capital contributions amounts amounts
Limited contributed contributions at repaid repaid to
Total partnership to 1 January during the 31 December during the 31 December
commitment interest of 2019 year 2019 year 2019
£000 IPVF * £000 £000 £000 £000 £000

Executive directors
Alan Aubrey 56 0.18% 55 1 56 15 65
Mike Townend 56 0.18% 55 1 56 15 65
Greg Smith : 35 0% 35 - 35 " 41
Total 147 0.47% 145 2 147 41 N
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The executive directors’ interests in carried interest schemes are set out below:
Accrued
value of
scheme
Carried Scheme interest at
interest® at Awarded  Transferred Lapsed Interest at 31 December
1 January during the during the  during the 31 December 2019
Fund® 2019 year year year 2019 £000
Executive directors
Alan Aubrey IPVF 1.81% - - 1.81% -
’ NETF 1.55% - - 1.55% -
Mike Townend IPVF 1.81% - - 1.81% -
NETF 115% - - 115% -
Greg Smith IPVF 114% - - 114% -
NETF 0.85% - - 0.85% -

Under the IPVF fund LPA, payments to participants are
rmade when all limited partners have been repaid their
contributions together with a hurdle rate of 8% compound
interest. Under the North East Technology Fund ("NETF")
scheme, payments to participants are made when all
limited partners have been repaid their contributions
together with a hurdle rate of 3.5% compound interest.

Scheme interest represents the percentage of the relevant
pool of investments in respect of which the participant is
entitled to participate in the realised profits assuming the
relevant hurdle return has been met.

The schemes contain forfeiture provisions over the
investment period of the fund vhich may reduce the
scheme interest accruing to any participant. The table
reflects the maximum scheme interest receivable should no
forfeiture occur.

" Accrued value of scheme interests is calculated based upon
the current fair value of the relevant limited partnership’s
assets in excess of the capital contributed and the hurdie
rate of return. Any payments will only be made following
full repayment of limited partners’ loan commitments and
the hurdle return and, accordingly, actual payments under
the scheme, if any, may be materially different to those set
out above.

During 2019, the final remaining assets in IPVF were
disposed of and it is expected that the fund will be wound
up in 2020 with no carried interest payments being due to
participants.

External appointments for
executive directors

Any proposed external directorships are considered by the
Board to ensure they do not cause a conflict of interest
but, subject to this, executive directors may accept a
maximum of two external non-executive anpointments and,
indeed, the Board believes that it is part of their ongoing
development to do so. Where an executive director accepts
an appointment to the board of a company in which the
Group is a shareholder, the Group generally retains the
related fees. In the circumstances where the executive
director receives such fees directly, such sums are generally

. deducted from their base salary from the Group. Fees

earned for directorships of companies in which the Group
does not have a shareholding are normally retained by the
relevant director.

Any external appointments (i.e. excluding those companies
in which the Group is a shareholder) held by executive
dircctors arce sct out on page 78.
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Limits on the number of shares
used to satisfy share awards
(dilution limits)

All of the Group's incentive schemes that contain

an element that may be satisfied in IP Group shares
incorporate provisions that in any ten-year period (ending
on the relevant date of grant), the maximum number of
the shares that may be issued or issuabie under all such
schemes shall not exceed 10% of the issued ordinary share
capital of the Company.

The Committee regularly monitors the position and prior to
the making of any share-based award considers the effect
of potential vesting of cutstanding awards to ensure that
the Company remains within these limits. Any awards which
are required to be satisfied by market purchased shares are
excluded from such calculations. No treasury shares were
held or utilised in the year ended 31 December 2019.

As at 31 December 2019, the Company’s headroom position,
which remains within such guidelines, was as shown in the
chart,

LTIP resolution

In May 2019, the Group became aware of a technical issue
concerning the administration of its LTIP. Shareholders
approved various amendments to the LTIP in 201 rather
than the LTIP rules being renewed in full, however due

to an administrative error the documentation reflected

2011 as the LTIP's adoption date rather than the date of
amendment. The effect of this was that the LTIP technically
expired in 2017. The Group is therefore seeking approvat

of the LTIP by shareholders, in accordance with the Listing
Rules, at the 2020 AGM.

The LTIP rules reflect the Remuneration Policy approved by
shareholders at the 2019 AGM, with the maximum award
possible under the rules having been reduced to 300%
from 400%, such latter maximum having previously been
permitted under the Paolicy only to be used in exceptional
circumstances. Existing LTIP awards remain in place
however no awards will vest, nor will any further grants be
made, until the LTIP is formally approved. As a result, the
Committee anticipates that the 2020 LTIP awards set out
on page 102 will be made following the 2020 AGM rather
than following the release of the Group’s annual results, as
is usually the case.

@ Vested LTIP awards in past 10 years - Executives
@ Vested LTIP awards in past 10 years - Other staff
@ Outstanding LTIP and awards - Executives

@ Outstanding LTIP and Former Touchstone LTIP
awards - Other staff (1.0)

® Other Share schemes (Sharesave, DBSP, etc.)
@ Additional headroom (to 10%)

Service agreements

The executive directors have service contracts that
commenced on the dates set out in the chart on page 113
and contain a contractual notice period of six months by
either party. The non-executive directors have letters of
appointment that commenced on the dates set out in the
chart below, are generally for an initial fixed term of three
years, which is reviewed and may be extended for a further
three years, and are terminable on three months’ notice by
either party.

The letters of appointment and service contracts are
available for inspection at the Company's registered office.
In accordance with the Code, all directors submit themselves
for annual re-election by shareholders at each AGM.
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Effective dates of service contracts of the Executive Directors

2005 2006 2007 2008 2009 2010 20n 2012 2013 2014 2015 2016 2017 2018 2019 Present

Alan e - R
Aubrey X -

Mike - . T -

Tovmend S March 2007 - d —— -

Greg — I i
Srith 2 June 2011 ) .

David 20 March 2014

Baynes

Effective dates of letters of appointment of the non-executive directors

Elaine
Sulfivan 30 July 2015

David H
Begg :18.0October. 2017
Heelae 03 May 2018

Chae

Sir Douglas

Flint! 17 Sep 2018

Dr Caroline 1 Jujy 2018 .
Brown ]

Hynes 2019

1. Effective as Chair from November 2018

Consideration by the directors of matters relating to directors’ remuneration

The full terms of reference of the Committee, which are reviewed annually, are available on the Group's website at
www.ipgroupplc.com. in summary, the Remuneration Committee has specific responsibility for advising the Group's
Board on the remuneration and other benefits of executive directors, an overall policy in respect of remuneration of other
employees of the Group and establishing the Group’s policy with respect to employee incentivisation schemes.

The Remuneration Committee currently comprises the following independent non-executive directors whose backgrounds
and experience are summarised on pages 78 to 80.

Heejae Chae (Chair)

Jonathan Brooks (stepped down on 10 March 2020)
Douglas Flint

Elaine Sullivan

David Begg

Caroline Brown

Aedhmar Hynes

Committee meetings are administered and minuted by the Company Secretary. in addition, the Committee received
assistance from the CFO, CEQ, COO and Head of HR who attend reetings by invitation, except when matters relating to
their own remuneration are being discussed.

During the year, the key activities carried out by the Committee were:
+ Consideration of the Group's overall remuneration philosophy to ensure it continues to promote the Group’s strategy,
including the blend of fixed and short and longer-term variable pay.

+ Consideration of the skills and experience of the executive directors and carrying out of benchmarking in order to
determine base salaries and total remuneration opportunity for the period 1 April 2019 to 31 March 2020, and giving further
consideration to base salaries and total remuneration opportunity with effect from 1 April 2020.

» Review of the Group's approach to non-director remuneration, including base salaries and incentive scheme targets and
pay-outs, with focus on those employees earning more than £150,000 or local currency equivalent

« Consideration of LTIP awards and vesting targets for 2019 and 2020 awards and out-turns for the 2016 and 2017 awards.
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« Consideration of AlS awards and targets for 2019 and 2020 as well as outturns for 2019

* Review and consideration of the further evolution of the application of the Group’s Remuneration Policy for non-director
employees with particular consideration given to matters related to the UK, US and Australian LTICS and remuneration in
the Group's regulated fund management subsidiaries.

«  Approval of the Group’s DRR, including the updated Remuneration Policy.

Adherence to Corporate Governance Code principles

When considering the proposed operation of the Remuneration policy for the forthcoming year, the Committee took into
consideration the following principles set out in the 2018 Corporate Governance Code.

Clarity + The Company seeks to provide full transparency to shareholders on the operation of the
) Remuneration policy, including prospective disclosure of our Hard NAV target range under the AIS.
The Commitiee encourages open and frequent dialogue on executive director remuneration with
shareholders, including on a formal basis when reviewing the remuneration policy.
Simplicity . + Our ongoing remuneration arrangements for executive directors, including the AIS and LTIP, are
simple in nature and well understood by both participants and shareholders.

« Our incentive arrangements are cascaded down through the Group tc provide alignment and
overall simplicity in our approach to remuneration. All employees participate in the AIS (with
components based on team and/or individual objectives for non-director employees), with the
LTIP extended to senior managerial levels and roles which are exi)ected to have a material financial
impact on the Group’s outcomes.

+ The Committee intends to review the Group’s remuneration arrangements again in 2020 to ensure
that this principle continues to be appropriately met.
Risk « Under the AIS and LTIiP, discretion may be applied where formulaic outturns are not considered
reflective of overall business or individual perforrnance or any other reason considered appropriate.

« Deferral of a proportion of AlS awards, the LTIP holding period and our shareholding requirement,
including post-cessation shareholding requirement, provide a clear link to the ongoing performance
of the business and the experience of our shareholders.

+ Malus and clawback provisions apply to both AIS and LTIP awards.

Predictability + Our Remuneration Policy contains details of the maximum opportunities and pre-determined
target ranges under our AIS and LTIP, with actual outcomes dependent on performance achieved
against these targets.

Proportionatity + We operate a performance-based philosophy with a ‘lower base/higher variable’ approach and a
focus on the long term.

+ Our performance measures and target ranges under the AIS and LTIP, including the use of Hard
NAYV, are selected based on their alignment to Cornpany strategy.

+ The Committee’s ability to apply discretion ensures appropriate out-turns in the context of long-
" tefr Company performance. ' .

+ The focus on the long term within our remuneration approach, including the delivery of a
significant proportion of our incentives in the form of Company shares and the use of an LTICS
for non-director employees, provides significant alignment between employees’ and executive
directors’ remuneration outcomes and long-term Company performance.

Alignment to culture + All emplovees are entitled to participate in the pension scheme and the SAYE scheme. Executive
Director participation in these schemes is on the same terms as for other employees.

» Strong individual and Company performance is incentivised and recognised through our AIS and,

for our most senior employees, the LTIP.

« For 2020, we have introduced employee engagement and culture as a performance measure under
the AIS, which explicitly takes into account the engagement of cur most valuable asset, our people.
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External advisers

The Remuneration Committee is authorised, if it wishes, to seek independent specialist services to provide information and
advice on remuneration at the Company's expense, including attendance at Committee meetings.

During the year, the Remuneration Committee continued its review of executive remuneration and took into consideration
professional advice from Deloitte LLP in respect of the development of the Group’s Remuneration Policy and its application,
and reporting under the revised Directors’ Remuneration Reporting Regulations. Deloitte is a founding member of the
Remuneration Consultants Group and adheres to its Code in refation to executive remuneration consulting in the UK. Fees
paid to Deloitte LLP in connection with advice to the Committee in 2019 were £35,320. Deloitte LLP also provided advice to
the Group in 2019 in connection with the updating of its LTIP rules, the restructuring of its long term incentive carry scheme
and in connection with valuations of certain of its assets including goodwill and unlisted portfolio company holdings.

Statement of shareholder voting

The table below sets out the proxy results of the votes on the Group's Remuneration Report at the Group's 2019 AGM.

Votes for Votes against
% of % of Votes
Number votes cast Number votes cast Total votes cast withheld
Remuneration Policy 875,879,024 96.6 30,524,396 3.4 806,403,420 18,335
Remuneration Report 898,843,951 ) 99.2 7563470 0.8 806,407,421 14,335

Remuneration disclosure

This report complies with the requirements of the Large and Medium-sized Companies and Groups Regulations 2008 as
amended in 2013, the provisions of the UK Corporate Governance Code (July 2018) and the Listing Rules.




REPORT OF THE AUDIT AND
RISK COMMITTEE

Dr Caroline Brown
Chair of the Audit
and Risk Committee

Audit and Risk
Committee (“ARC”
or the “Committee”)
responsibilities

The Committee monitors the integrity
of the financial statements of the
Group, and reviews all proposed
annual and half-yearly results
announcements to be made by the
Group with consideration being given
to any significant financial reporting
judgements contained in them. The
Committee also advises the Board on
whether it believes the Annual Report
and Accounts, taken as a whole, is
fair, balanced and understandable and
provides the information necessary
for shareholders to assess the
Company’s performance, business
model and strategy. The Committee
considers internal controls,
compliance with legal requirements,
accounting standards and the Listing,
Disclosure and Transparency Rules

of the Financial Conduct Authority,
and also reviews any proposed
change in accounting policies and any
recommendations from the Group's
auditor regarding improvements to
internal controls and the adequacy of
resources wilhin the Group's finance
function. Finally, the Committee takes
responsibility on behalf of the Board
for the review of risk management
and controls within the Group, as
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well as conducting an annual robust
assessment of these.

A full copy of the Cornmittee’s Terms
of Reference is available from the
Company's website at
www.ipgroupplc.com.

Terms of Reference

In light of the 2018 Corporate
Governance Code, the Committee
reviewed its terms of reference and
these were updated and adopted by
the Board in July 2019. The changes
also took into account the FRC
Guidance on Audit Committees. The
Committee will continue to review its
terms of reference at least annually
and will propose updates where
necessary and/or appropriate to
reflect current market practice.

Committee membership

| joined the Committee on 1 July 2019
and took over as Committee Chair on
18 September 2019, and would like

to thank my predecessor, Jonathan
Brooks, for his long service. | would
also like to welcome Aedhrnar Hynes,
who joined the committee on 1
August 2019,

At 31 Decernber 2019, the Committee
comprised six independent non-
executive directors, with myself

as Chair, and now comprises five
independent directors following

the retirement of Jonathan Brooks
from the Board. As the Chair of the
Cornmittee, | arn deemed by the
Board to have recent and relevant
financial experience, being a

Fellow of the Chartered Institute of
Management Accountants and having
held senior financial positions in my
career. The Board is satisfied that for
the year under review, and thereafter,
the Audit and Risk Committee as a
whole has competence relevani lo
the sector in which the Company
operates.

The Cornrnittee met six times during
the year, see Board and committee
attendance table, page 87 The
Group's Chairman, Chief Financial
Officer, Group Financial Controller,
Company Secretary, outsourced Head
of Internal Audit and the external
auditor were also invited to attend ali
of the meetings and did so.

Other members of the Group’s
management were invited to attend
as required for specific subjects. At
the end of the March 2019 meeting,
and the March 2020 meeting, the
Committee met with the auditor
without any members of the executive
management team being present.

Activities dubring
the year

During 2019 the Committee continued
on its journey to formalise and
enhance its oversight of matters it is
responsible for, in line with increasing
regulatory requirements. The key
areas of focus were the enhancement
of the Group's valuation process
through the creation of a Valuation
Committee (see below), the launch of
the Group’s outsourced internal audit
function which included the delivery
of three control reviews, enhanced
coordination with the auditor in
respect of the audit of the Group's
subsidiary the statutory accounts,
and further development of the
Group's risk management framework,
including embedding operational

risk reporting as a 'business as usual’
activity, and updating the Group's risk
appetite statement.

Valuation portfolio
assets

This remains the most material area of
judgment in the financials statements,
and the key audit risk for the Group.
At each reporting date the Audit

and Risk Committee discusses with
management and the auditor the
approach that has been taken in
assessing the key estimates in respect
of portfolio valuations (see pages 21
to 25,142 to 143, 148 and 156 to 157).

As in previous years, the Committee
has paid significant attention to the
valuation of the Group's holding

in Oxford Nanopore Technologies
Limited, the Group's most valuable
portfolio company holding, as well as
the valuation of assets which have not
completed a funding round within the
last year, of those assets which have
seen significant positive or negative
developments in the year, and on
those companies with a heightened
funding risk.
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During the year, a formal Valuation Committee was constituted comprising the Group CEO, CFO and COO and with the
Managing Partners of the Technology and Life Sciences partnerships, the Group Financial Controller, external auditors and
myself in attendance. The Audit and Risk Committee views the Valuation Committee as a meaningful development in the
formalisation and documentation of management’s valuation judgments. observer.

The Group has continued to utilise external valuations specialists where considered appropriate as part of its valuation
procedures, with external valuation reports being commissioned on 10 out of the top 20 holdings during the year.

Summary agendas for the Audit & Risk Committee meetings in 2019

Primarily audit-focused business

Primarily risk-focused business

February 2019 -

Review of draft 2018 Annual Report and
Accounts

Significant accounting and
disclosure judgements

Valuation meeting summary
KPMG FY18 audit update

ARC and Auditor effectiveness review

Brexit review

Risk Council update, objectives and plan of work
for 2018

Review of annual report risk disclosures
Long-term viability statement review

Internal audit update

March 2019 .

2018 Annual Report and Accounts: review and
recommendation for approval

Significant accounting and disclosure
judgements

KPMG FY18 audit report

May 2019 .

Draft Valuation Committee terms of reference
KPMG HY19 update
Auditor effectiveness review

Risk Council update

fnternal audit update

Regulated business update

Cyber and IT update

Review of Group Treasury policy

Review of draft ESG Policy and Ethics Framework

July 2019 .

HY19 Report: review of draft report

Portfolio valuations update

KPMG HY19 auditor review update

Review Valuation Committee terms of reference

Risk Council update

Cyber security maturity assessment: response to
internal audit findings

internal audit update

Review of ARC terms of reference and Board
Authorities

September 2019 -

HY19 Report: Review and recommendation for
approval

Portfolio valuations update
Key accounting judgements and disclosures
KPMG HY19 audit review report

November 2019 -

2019 Annual Report and Accounts planning
KPMG FY19 Planning document

Key Performance Indicator review

Risk Council update

Risk register review

Risk appetite review

internal audit update

Cyber and IT update

Regulated business update

Review of Group insurance

Discussion of draft Capital Allocation policy

Annual review of Related party transaction policy
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Regulatory compliance

Ensuring compliance for FCA regulated businesses also
represents an important control risk from the perspective
of the ARC. Ongoing internal reviews are conducted
through the use of a compliance monitoring programme
and specialist advisory firms and local advisers are
employed to advise on areas of regulation relevant to the
Group’s operations where required.

Review of Annual Report and
Accounts and Haif-yearly Report

The Committee carried out a thorough review of the
Group's 2019 Annual Report and Accounts and its 2019
Half-yearly Report resulting in the recommendation of both
for approval by the Board. In carrying out its review, the
Committee gave particular consideration to whether the
Annual Report, taken as a whole, was fair, balanced and
understandable, concluding that it was. It did this primarily
through consideration of the reporting of the Group's
performance, business model and strategy, the competitive
landscape in which it operates, the significant risks it faces,
the progress made against its strategic objectives and the
progress made by, and changes in fair value of, its portfolio
compahnies during the year.

Going concern and viability

On an annual basis the Committee reviews and approves
the long-term viability review prepared by management,
and satisfies itself that the going concern basis for the
preparation of the Group's results rernains appropriate.

In advance of year end, the Commitiee reviewed the
Group's proposed approach to viability reporting, including
its stress testing scenarios. At the year end, the Committee
reviewed a report from management setting out its view of
the Group’s long-term viability, which in line feedback from
the FRC in its thematic review included a description of the
factors considered in forming an assessment of the Group's
prospects. The report was based on the Group's three-year
strategic plan, including forecast investment, realisations,
overheads and financing cashflows. The Cornmittee agreed
that a three-year time horizon remained appropriate.

Management's assessment included scenarios where
adverse impacts across the Group's principal risks set out
on page 38 relating to insufficient capital, and macro-
economic conditions were considered. Under the severe
scenario, a 75% reduction in realisation and a 50% decline
in portfolio fair values was considered, with a series of
mitigating actions being demonstrated which resulted in
the Group remaining viable over the three-year horizon. The
Committee agreed to recommend the Viability staternent
to the Board for approval.

Risk and internal controls

The key elernents of the Group's internal control frarnework
and procedures are set out on page 36. The principal risks
the Group faces are set out on pages 40 to 48. During the
year, the Audit and Risk Committee devoted part of each
meeting to items concerning risk and its management.

One important element of the Group’s risk management
framework is the Risk Council whose permanent members
are the Chief Financial Officer, Company Secretary and
Group Financial Controller, with other executives and
management from across the business attending during the
year as necessary. The purpose of the Risk Council is to co-
ordinate the review and oversight for the governance, risk
and conlrols at {P Group prior lo reporling to the ARC and
Board. The Risk Council met six times during the year and
reported to the Committee after each meeting.

During 2019, the Committee approved a revised risk
appetite statement, developed incorporating input from
executive management workshops and Board discussion.
The Committee reviewed output from the Risk Council
summarising the Group's strategic risk profile, and
accepted management's proposal to split the Insufficient
Capital principal risk into principal risks in relation to
corporate and portfolio company capital, reflecting the
difficult fundraising environment, and the creation of a new
principal risk in respect of cyber security (see below). The
Committee also considered the Group's emerging risks,
which are summarised on page 38, including consideration
of COVID-19 at its March 2020 meeting. The Committee
also reviewed the output of control work carried out
during the year by PwC and the Risk Council in assessing
the control design and operating effectiveness around the
Group’s contro!l framework over its principal risks.

Cyber security

The Group has continued its focus on cyber and IT
security, with regular updates to the Committee on the
steps being taken by the Group to seek to mitigate cyber
risks, which included investment in additional security
measures and completing the process for UK Cyber
Essentials accreditation in early 2013. The Group's IT and
cyber security function was the focus of one of the three
an internal audit reviews carried out during the year; the
Committee reviewed the findings of this work and has
received regular updates on recommended actions arising
from this review. As in prior years, employee awareness and
training on cyber security was conducted Group-wide in
the year.
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internal audit

2019 was the first year that the Group operated an
outsourced internal audit function, delivered by PwC. In
its first year, the internal audit function designed a plan of
work having considered the Group's principal, strategic
and operational risks, which the Committee approved.
The internal audit function delivered three internal control
reviews which were focussed on the Group's investment
process, on IT and cyber security and the Group's finance
function. The Committee reviewed the output of these
control reviews.

External audit

The effectiveness of the external audit process is
dependent on appropriate risk identification. in November,
the Committee discussed the auditor’s plan for the 2019
year-end audit. This included a summary of the proposed
audit scope and a summary of what the auditor considered
to be the most significant financial reporting risks facing
the Group together with the auditor’s proposed audit
approach to these significant risk areas. The main areas of
audit focus for the year were the valuation of unquoted
investments, notably Oxford Nanopore Technologies
Limited, given the proportion that this company represents
of the Group's overall Hard NAV. The auditor's plan included
enhancements in the approach to the categorisation and
testing of unquoted investments, and a detailed audit
timetable including completion of the Group's subsidiary
statutory account audits, developed in conjunction with
management. by the Group in identifying and planning for
Brexit-related risks.

Appointment and independence

The Audit Committee advises the Board on the
appointment of the external auditor and on its
remuneration both for audit and non-audit work and
discusses the nature, scope and resuits of the audit with
the externa! auditor. The Committee keeps under review the
cost-effectiveness and the independence and objectivity
of the external auditor. Controls in place to ensure this
include monitoring the independence and effectiveness of
the audit, implementing a policy on the engagement of the
external auditor to supply non-audit services, and a2 review
of the scope of the audit and fee and performance of the
external auditor.

Mandatory audit firm rotation is required after 20 years and
a re-tender must be conducted at least every ten years.
The Code requires disclosure of the length of tenure of the
current audit firm and when a tender was last conducted,
as well as advance notice of any re-tendering plans. KPMG
LLP have acted as the auditor to the Company since

2014 and the lead audit partner rotates every five years

to assure independence. Having completed his five-year
tenure, Jonathan Mills has now passed responsibility

for the Group's statutory audit to Jonathan Martin for

the 2019 year-end onwards. The Committee noted that
Jonathan Martin’s extensive valuation expertise makes
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him an appropriate lead audit partner. The Committee last
undertook a comprehensive tender process in 2014 for the
audit in relation to the year ended 31 December 2014 and
has no plans to re-tender the audit at the present time.

Non-audit work

The Audit Committee approves all fees paid to the auditor
for non-audit work. In addition to the review of the Group’s
half-yearly results, in 2019 the Group'’s auditor, KPMG LLP
once again carried out limited non-audit engagement
covering the review of the Group's historic gross investment
track record and compliance reporting for the Group’s debt
facilities with the EIB. Given the natural overlap between
this work and the financial audit of the Group's results,

the Committee judged KPMG the most effective party to
perform this work. In other matters, the Committee prefers
to engage other firms to perform consulting engagements
to ensure that the independence of the auditor is not
compromised and during 2019 engaged the services of
BDO (tax), PwC (internal audit, risk and governance),
Deloitte (valuations), Duff & Phelps (valuations) and

CFGI (US valuations). An analysis of audit and non-audit
fees paid to KPMG is provided in note 6 to the financial
statements on page 151. e

Auditor independence

A formal statement of independence is received from the
auditor each year and the Board and the Audit and Risk
Comrnittee are satisfied that the independence of the
auditor has been maintained.

Auditor effectiveness

In order to assess the effectiveness of the external audit
process, the Committee asked detailed questions of key
members of management and each Committee member
individually via a survey, the results of which were

collated and reviewed by my predecessor and the CFO.
These results were reviewed in conjunction with KPMG'’s
reports to the Committee. The Committee concurred with
management's view that there had been appropriate focus
and challenge of the primary areas of audit risk and the
Committee concluded that the substantive and detailed
approach taken by the auditor was entirely appropriate and
effective. As in the previous year, the vast majority of the
Group's assets were reviewed as part of the audit, and once
again there was particular emphasis on the valuation of
unguoted investments. KPMG utilised specialist corporate
finance staff to support its audit work on selected portfolio
valuations and, overall, the auditor’s risk-based approach
drew on both his knowledge of the business and the wider
economic and business environment.

| will be available at the AGM to answer any questions
about the Committee’s work.

Dr Caroline Brown
Chair of the Audit and Risk Committee

10 March 2020
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DIRECTORS' REPORT

Report of the Directors

The directors present their report
together with the audited financial
statements for IP Group plc and its
subsidiaries for the year ended

31 December 2013,

Corporate governance
statement

Information that fulfils the
requirements of the Corporate
governance statement can be
found in the Corporate Governance
Statement on pages 82 to 91 and is

incorporated into this directors’ report
by reference.

Results and dividends

During the period, the Group made an
overall loss after taxation for the year
ended 31 December 2019 of £78.9rn
(2018: £293.8m loss). The directors
do not recommend the payment of a
dividend (2018: £nil).

Directors

The names of directors who currently
hold office or did so during 2019 are
as follows:

Executive Directors
Alan Aubrey

David Baynes
Greg Smith
Mike Townend

Non-executive directors
Sir Douglas Flint (Chairman)
Professor David Begg

Jonathan Brooks (resigned from
the Board with effect from 10 March
2020)

Dr Caroline Brown (appointed with
effect from 1 July 2019)

Aedhmar Hynes (appointed with
effect from 1 August 2019)

Heejae Chae
Dr Elaine Sullivan
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Details of the interests of directors in
the share capital of the Company are
set out in the Directors’ Remuneration
Report on page 28.

Principal risks and
uncertainties and
financial instruments

The Group through its operations is
exposed to a number of risks. The
Group’s risk management objectives
and policies are described on pages
36 to 49 and in the Corporate
Governance report on page 82.
Further information on the Group's
financial risk management objectives
and policies, including those in
relation to credit risk, liquidity risk and
market risk, is provided in note 2 to
the consolidated financial statements,
along with further information on the
Group's use of financial instruments.

Significant events
affecting the Group

Details of the important events
affecting the Group and future .
development of the business are
described on pages 38 to 39 of the
Strategic Report.

Branches of the Group
outside of the UK

The Group has branches in the US,
Australia and Hong Kong.

Significant agreements

The Group has entered into various
agreements to form partnerships or
collaborations with nine universities
in Australasia which contain certain
change of control provisions. in
addition, various entities within the
Group have entered into agreements
to act as general partner and
investment manager to two limited
partnerships.

Share capital and
related matters

Details of the structure of the
Company’s share capital and the
rights attaching to the Company'’s
shares are set out in note 22 to the
consolidated financial statements.
There are no specific restrictions on

the size of a holding or on the transfer
of shares, which are both governed
by the general provisions of the
Company’s Articles of Association
(the "Articles™) and prevailing
leqgislation.

At the last Annual General Meeting
of the Company held on 28 May
2019 (the “2019 AGM™), authority
was given to the directors pursuant
to the relevant provisions of the
Companies Act 2006 to allot shares
and grant rights over securities in the
Company up to a maximum amount
equivalent to approximately one-third
of the issued ordinary share capital
on 17 April 2019 at any time up to the
earlier of the conclusion of the next
Annual General Meeting ("AGM") of
the Company and 1 August 2020.

in addition, at the 2019 AGM, the
directors were also given authority
effective for the same period as the
afcrementioned authority to allot
shares and grant rights over securities
in the Company up to a maximum

of approximately two-thirds of the
total ordinary share capital in issue
on 17 April 2019 in connection with
an offer by way of a fully pre-emptive
rights issue. The directors propose

to renew both of these authorities

at the Company’s next AGM to be
held on 18 June 2020. The authorities
being sought are in accordance with
guidance issued by the Investment
Association.

A further special resolution passed at
the 2019 AGM granted authority to
the directors to allot equity securities
in the Company for cash, without
regard to the pre-emption provisions
of the Companies Act 2006, both: (i)
up to a maximum of approximately
two-thirds of the total ordinary share
capital in issue on 17 April 2019 in
connection with a fully pre-emptive
rights issue; and (ii) up to a maximum
of approximately 5% of the aggregate
nominal value of the shares in issue
on 17 April 2019, each authority
exercisable at any time up to the
earlier of the conclusion of the next
AGM of the Cornpany and 1 August
2020. The directors will seek to renew
these authorities for a similar period
at the next AGM to be held on 18 June
2020,
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On 25 November 2019 the High Court
of England and Wales sanctioned

the Group's application for its capital
reduction. Following the capital
reduction, the issued share capital of
the Company comprises 1,059,144,585
shares.

Under Part 18, Chapter 5 of the
Companies Act 2006, the Company
has the power to purchase its own
shares. At the 2019 AGM, a special
resolution was passed which granted
the directors authority to make

market purchases of the Company’s
shares pursuant to these provisions

of the Companies Act 2006 up to a
maximum of approximately 10% of the
Company's issued share capital on 17
April 2019 provided that the authority
granted set a minimum and maximum
price at which purchases can he made
and is exercisable at any time up to the
earlier of the conclusion of the next
AGM and 1 August 2020. This authority
has not been used during the year.

The directors will seek to renew the
authority within similar parameters and
for a similar period at the next AGM to
be held on 18 June 2020.

Articles of Association

The Company's Articles may be
amended by a special resolution of
the shareholders.

Substantial
shareholders

As at 31 December 2019, the following
shareholders held interests of 3% or
more in its ordinary share capital.
Other than as shown, so far as the
Company (and its directors) are
aware, no other person held or was -
beneficially interested in a disclosable
interest in the Company.

s OUR

GOVERNANCE
Shareholder %
Invesco Asset Management Limited 19.8
Railway Pension Trustee Company Limited 15.3
Lansdowne Partners 10.4
Imperial Coliege of Science Technology and Medicine 52
Baillie Gifford 4.4

As at 10 March 2020, the Company has been advised of the following
shareholders with interests of 3% or more in its ordinary share capital. Other than
as shown, so far as the Company (and its Directors) are aware, no other pe}son
holds or is beneficially interested i a disclosable interest in the Company.

Shareholder %
Invesco Asset Management Limited 16.5
Railway Pension Trustee Company Limited 15.3
Lansdowne Partners 10.4
Imperial College of Science Technology and Medicine 5.2
Baillie Gifford 4.5

Corporate and social
responsibility

Details on the Group's policies,
activities and aims with regard to its
corporate and sacial responsibilities,
including details of its greenhouse
gas emissions, are included in the
Sustainability section on pages 50 to
53.

Directors’ indemnity
and liability insurance

During the year, the Company has
maintained liability insurance in
respect of its directors. Subject to

the provisions of the Companies Act
2006, the Articles provide that to

the extent that the proceeds of any
liability insurance are insufficient to
meet any liability in full, every director
is entitled'to be indemnified out of
the funds of the Company against
any liabilities incurred in the execution
or discharge of his or her powers or
duties. A copy of the indemnity is
available for inspection as required by
the Companies Act 2006.

Regulation

Top Technology Ventures Limited and
Parkwalk Advisors Ltd, 100%-owned
subsidiaries of the Company are
authorised and regulated by the
Financial Conduct Authority under
the Financial Services and Markets
Acl 2000. In Australia, the Group’s
wholly owned subsidiary IP2IPO
Australia Management Pty Limited
is authorised and regulated by the
Australian Securities and investment
Commission.

Post balance sheet
events

Material events occurring since the
balance sheet date are disclosed in

the Strategic Report and in note 30 to
the Group's financial statements.
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Political expenditure

Although it is the Board's policy

not to incur political expenditure or
otherwise make cash contributions
to political parties, and it has no
intention of chénging that policy, the
CA 2006 is very broadly drafted in
this aréa and the Board has raised a
concern that it may include activities
such as funding conferences or
supporting certain bodies involved

in policy review and law reform.
Accordingly, at the AGM held on

28 May 2019 and as at previous
AGMs, the shareholders passed a
resolution on a precautionary basis to
authorise the Group to incur political
expenditure (as defined in Section
365 of CA 2006) not exceeding
£50,000 in total at any time from

28 May 2018 up to the conclusion of
the 2020 AGM. The Board intends to
seek ren'ewed authority for the Group
to incur political expenditure of not
more than £50,000 in total at the
Company's 2020 AGM, to be held on
18 June 2020, which the Group might
otherwise be prohibited from making
or incurring under the terms of CA
2006.

Political donations

The Group did not make any political
donations during 2018.
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Disclosure of
information to auditor

Each of the persons who is a director
at the date of approval of this Annual
Report confirms that:

» so far as the director is aware, there
is no relevant audit information of
which the Company’s auditor is
unaware; and

* the director has taken all steps that
he/she ought to have taken as a
Director in order to make himself/
herself aware of any relevant audit
information and to establish that
the Company’s auditor is aware of
that information.

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

Going concern

The directors confirm that they have
a reasonable expectation that the
Group will have adequate resources
to continue in operational existence
for the foreseezble future and
accordingly they continue to adopt
the going concern basis in preparing
the financial statements. A viability
statement, as required by the Code,
can be found on page 49.

Appointment of auditor

A resolution to reappoint KPMG LLP,
together with a resolution to authorise
the directors to determine their
remuneration, will be proposed at the
AGM to be held on 18 June 2020.

On behalf of the Board

Angela Leach
Company Secretary

10 March 2020
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STATEMENT 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.

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 IFRSs
as adopted by the EU and applicable
law and have elected to prepare the
parent company financial statements
in accordance with UK Accounting
Standards. ¢

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;

- for the group financial statements,
state whether they have been
prepared in accordance with IFRSs
as adopted by the EU;

« for the parent company financial
statements, state whether
applicable UK Accounting
Standards have been followed,
subject to any material departures
disclosed and explained in
the parent company financial
statements;

« assess the group and parent
company'’s ability to continue as
a going concern, disclosing, as

applicable, matters related to going

* concern,; and

« prepare the financial staterents 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 are responsible for such
internal control as they determine is
necessary to enable the preparation
of financial statements that are free
from material misstatement, whether
due to fraud or error, and 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 (which
includes a s172 statement), Directors’
Report, Directors’ Remuneration
Report and Corporate Governance
Statement that complies 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.

Responsibility
statement of the
directors in respect of
the annual financial
report

We confirm that to the best of our
knowledge:

« the financial statements, prepared
in accordance with the applicable
set of accounting standards, give
a true and fair view of the assets,
liabilities, financial position and
profit or loss of the Company and
the undertakings included in the
consolidated group taken as a
whole; and

« the Directors' Report includes a
fair review of the development
and performance of the business
and the position of the Company
and the undertakings included in
the consolidated group taken as a
whole, together with a description
of the principal risks and
uncertainties that they face.

We consider the 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
position and performance, business
model and strategy.

ON BEHALF OF THE BOARD
s
oufley K

Sir Douglas Flint
Chairman

10 March 2020
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INDEPENDENT AUDITOR'S REPORT

TO THE MEMBERS OF 1P GROUP PLC

1. Our opinion is unmodified

We have audited the financial statements of IP Group
pic (“the Company”) for the year ended 31 December
2019 which comprise the consolidated statement of
comprehensive income, the consolidated statement of
financial position, the consolidated statement of cash
flows, the consolidated statement of changes in equity,
the company balance sheet, the company statement of
changes in equity and the related notes, including the
accounting policies in note 1.

In our opinion:

« the financial statements give a true and fair view of the
state of the Group’s and of the parent Company's affairs
as at 31 December 2019 and of the Group's loss for the
year then ended;

« 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); i

« the parent Company financial staternents have been
properly prepared in accordance with UK accounting
standards, including FRS 101 Reduced Disclosure; and

- 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.

Basis for opinion

' We conducted our audit in accordance with International
Standards on Auditing (UK) (“ISAs (UK)") and applicable
law. Our responsibilities are described below. We believe
that the audit evidence we have obtained is a sufficient
and appropriate basis for our opinion. Our audit opinion is
consistent with our report to the audit committee.

We were first appointed as auditor by the shareholders on
13 May 2014, The period of totai uninterrupted engagement
is for the six financial years ended 31 December 2019. We
have fulfilled our ethical responsibilities under, and we
remain independent of the Group in accordance with, UK
ethical requirements including the FRC Ethical Standard

as applied to listed public interest entities. No non-audit
services prohibited by that standard were provided.

We were first appointed as auditor by the shareholders on
13 May 2014. The period of total uninterrupted engagement
is for the six financial years ended 31 December 2019. We
have fulfilled our ethical responsibilities under, and we
remain independent of the Group in accordance with, UK
ethical requirements including the FRC Ethical Standard

as applied to listed public interest entities. No non-audit
services prohibited by that standard were provided.

Overview

Materiality:
group financial
statements as a
whole

£10.4m (2018:£13.9m)
0.8% (2018: 1%) of Total Assets

Coverage 100% (2018:100%)

of Total Assets

Key audit matters vs 2018

Recurring risks Valuation of unquoted <40
(Group and Parent) investments

(Parent) Recoverability of investment in <)
subsidiary undertaking
Event driven Brexit uncertainties 4>
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2. Key audit matters: including our assessment of risks of material misstatement

Key audit matters are those matters that, in our professional judgement, were of most significance in the audit of the
financial statements and include the most significant assessed risks of material misstatement (whether or not due to fraud)
identified by us, including those which had the greatest effect on: the overall audit strategy: the allocation of resources in
the audit; and directing the efforts of the engagement team. We summarise below, the key audit matters, in decreasing
order of audit significance, in arriving at our audit opinion above together with our key audit procedures to address those
matters and our findings from those procedures in order that the Company's members as a bocdy may better understand
the process by which we arrived at our audit opinion. These matters were addressed, and our findings are based on
procedures undertaken, in the context of, and solely for the purpose of, our audit of the financial statements as a whole, and
in forming our opinion thereon, and consequently are incidental to that opinion, and we do not provide a separate opinion

on these matters.

The risk

Our response

The impact of
uncertainties due to
the UK exiting the
European Union on
our audit,

Refer to page 116 for
Audit Committee
Report),

pages 138 to 145
(for accounting
policy) and pages
153 to 157 (financial
disclosures).

Unprecedented levels of uncertainty

All audits assess and challenge the reasonableness

of estimates, in particular as described in valuation of
unquoted investments below, and related disclosures and
the

appropriateness of the going concern basis of preparation
of the financisl statements. All of these depend on
assessments of the future economic environment and the
group’s future prospects and performance,

In addition, we are required to consider the other
information presented in the Annual Report including the
principal risks disclosure and the viability statement and
to consider the directors’ statement 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 position
and performance, business model and strategy.

Brexit is one of the most significant economic< events for
the UK and its effects are subject to unprecedented levels
of uncertainty of consequences, with the full range of
possible effects unknown. :

We developed a standardised firm-wide approach to
the consideration of the uncertainties arising from Brexit
in planning and performing our audits. Our procedures
included: :

Our Brexit knowledge: We considered the directors’
assessment of Brexit-related sources of risk for the
Group's business and financial resources compared with
our own understanding of the risks. We considered the
directors’ plans to take action to mitigate the risks,

Sensitivity analysis: When addressing valuation of
unquoted investments and other areas that depend on
forecasts, we compared the directors’ analysis to our
assessment of the full range of reasonably possible
scenarios resulting from Brexit uncertainty and, where
forecast cash flows are required to be discounted,
consider adjustments to discount rates for the level of
remaining uncertainty.

Assessing transparency: As well as assessing individual
disclosures as part of our procedures on the valuation
of unquoted investments we considered Brexit related
disclosures together, including those in the strategic
report, comparing the overall picture against our
understanding of the risks.

Our findings: As reported under valuation of unguoted
investments, we found the resulting estimates and related
disclosures of valualion of unquoled inveslments and
disclosures in relation to going concern to be balanced
(2018 finding: balanced). However, no audit should be
expected to predict the unknowable factors or all possible
future implications for a company and this is particularly
the case in relation to Brexit.
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The risk

Our response

Valuation of
unquoted
investments.

(£927.9 million; 2018:
£995.0 million)

Refer to page 116
(Audit Committee
Report), page

138 (accounting
policy) and page
155 (financial
disclosures).

Subjective Valuation

839% (2018: 72%) of the Group's total assets (by value)
is held in investments where no quoted market price is
available.

Unguoted investments are measured at fair vaiue which is
estimated by the directors based on methods established

in accordance with International Private Equity and
Venture Capital Valuations Guidelines

by using measurements of value such as recent funding
and discounted cash flows. Where recent funding rounds
are used, due to the relatively low number of investors
involved in funding rounds, there is a risk that recent
funding round prices on which fair value is based are not
sufficiently at arm’s length to ensure an independent fair
value,

Whether it remains appropriate to use the price of
the recent funding rounds depends on the specific
circumstances of the investment, the involvement of new

investors, the stability of the external environment and the

period since the last funding round occurred. There are a

number of assumptions made by the directors when using

alternative valuation methods such as discounted cash
flows, including the probability of achieving milestones
and the discount rate used.

There is a concentration risk within the unquoted
valuation of Oxford Nanopore Technologies (ONT), of
which the Group's stake is valued at £263.8m (2018:
£2741m), comprising 25% of

total investments (2018: 24%).

The effect of these matters is that, as part of our

risk assessment, we determined that the valuation of
unquoted investments has a high degree of estimation
uncertainty, with a potential range of reasonable
outcomes greater than our materiality

for the financial statements as a whole, and possibly many

times that amount. The financial statements (note 15)
disclose the sensitivity estimated by the Group.

our procedures included:

our sector experience: For a sample of investments,
selected using a combination of specific item and
statistical sampling, assessing and challenging the
reascnableness of the valuation approach used and
considering these against the latest IPEV guidelines;

For investments valued using a recent funding round
as an appropriate basis for the measurement of the fair
value, including ONT, we evaluate the independence of
the funding round on which this valuation is based (e.g.
presence of new external investors) and corroborate
the price to signed Share Subscription Agreements;

For those valued based on a funding round aged
greater than 12 months, we corroborate judgements
through discussions with the investment team and
independent support, such as investee board minutes;

or those valued using alternative valuation methods,
such as a discounted cash flows, we corroborate the
underlying information back to independent support,
such as signed license agreements;

For those investments initially valued by directors and
challenged and reviewed by external experts engaged
by directors, we corroborate the observable inputs to
the valuations to underlying information;

Challenging the internal investment manager on key
judgements affecting investee companies valuations,
such as events since the last funding round, probability
of achieving milestone achievements and discount rate
used where applicable. We compared key underlying
financial data inputs to external sources such as
signed legal documentation, the investee company
audited accounts and management information. We
challenged the assumptions included in the valuation
based on the plans of investee companies. in relation
to the unguoted financial investments to be balanced
(2018 finding: balanced) with proportionate disclosures
of the related assumptions and sensitivities (2018
finding: proportionate disclosures).

Assessment of experts. Assessing the expertise and
experience of the Group's external valuation experts
used in the corroboration of management’s valuation;

Our valuation expertise: We utilised a KPMG valuation
specialist to assist us in assessing and challenging
the appropriateness of the valuation methodology.
This included assessing the information used in the
valuation model, in the context of our own industry
knowledge and external data;

Assessing transparency: We consider the
appropriateness, in accordance with relevant
accounting standards, of the disclosures related to
unquoted investment;

Assessing existence : We carried out 3 site visit to the
ONT manufacturing site in Oxfordshire to confirm
existence of their operation;

Our findings: We found the resulting valuations in
relation to the unquoted financial investments to be
balanced (2018 finding: batanced) with proportionate
disclosures of the related assumptions and sensitivities
(2018 finding: proportionate disclosures),
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In the prior year, the recoverability of goodwill was identified as a key audit matter. However given the size of Goodwill as
at 31 December 2019 (£0.4m) we have not assessed this as one of the most significant risks in our current year audit and
therefore it is not separately identified in our report this year.

The risk

Our response

Recoverability
of investment
in subsidiary
undertakings
(Parent).

(£960 million; 2018:

£€1,036 million)

Refer to page 116
(Audit Committee
Report), page

138 (accounting
policy) and page
155 (financial
disclosures).

Unprecedented levels of uncertainty

All audits assess and challenge the reasonableness

of estimates. in particular as described in valuation of
unquoted investments below, and related disclosures and
the

appropriateness of the going concern basis of preparation
of the financial statements. All of these depend on
assessments of the future economic environment and the
group's future prospects and performance.

In addition, we are required to consider the other
information presented in the Annual Report including the
principal risks disclosure and the viahility statement and
to consider the directors’ statement 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 position
and performance, business model and strategy.

Brexit is one of the most significant economic events for
the UK and its effects are subject to unprecedented levels
of uncertainty of consequences, with the full range of
possible effects unknown,

We developed a standardised firm-wide approach to
the consideration of the uncertainties arising from Brexit
in planning and performing our audits. Our procedures
included:

Our Brexit knowledge: We considered the directors’
assessment of Brexit-related sources of risk tor the
Group's business and financial resources compared with
our own understanding of the risks. We considered the
directors’ plans to take action to mitigate the risks.

Sensitivity analysis: When addressing valuation of
unquoted investments and other areas that depend on
forecasts, we compared the directors’ analysis to our
assessment of the full range of reasonably pussible
scenarios resulting from Brexit uncertainty and, where
forecast cash flows are required to be discounted,
consider adjustments to discount rates for the level of
remaining uncertainty.

Assessing transparency: As well as assessing individual
disclosures as part of our procedures on the valuation
of unquoted investments we considered Brexit related
disclosures together, including those in the strategic
report, comparing the overall picture against our
understanding of the riaka.

Our findings: As reported under valuation of unquoted
investments, we found the resulting estimates and related
disclosures of valuation of unquoted investments and
disclosures in refation to going concern to be balanced
(2018 finding: balanced). However, no audit should be
expected to predict the unknowable factors or all possible
future implications for a company and this is particularly
the case in relation to Brexit.

3. 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 £10.4 m (2018: £13.9m), determined with
reference to a benchmark of Group total assets, of which it
represents 0.8% (2018: 1%).

Materiality for the parent company financial statements
as a whole was set at £7.7m (2018: £12.8m), determined
with reference to a benchmark of total assets, of which it

Total Assets
£1,295.7m (2018: £1,373,3m)

Group Materiality
£10.4m (2018: £13.9m)

£10.4m

} Whole financial
statements
materiality
(2018: £13.9m)

represents 0.8% (2018: 1%).The scope of our work accounted
for 100% of the Group revenue (2018: 100%), 100% of Group
profit before tax

(2018: 100%) and 100% of the Group's total assets
(2018: 100%).

We agreed to report to the Audit Committee any corrected
or uncorrected identified misstatements exceeding
£520,000 (2018: £692,500), in addition to other identified
misstatements that warranted reporting on qualitative
grounds.

£0.52m
Misstatements
reported to the
audit committee
(2018: £0.69m)

8 Total assets Group

B Materiality
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4. We have nothing to report
on going concern

The Directors have prepared the financial statements on the
going concern basis as they do not intend to liquidate the
Group or the Company or to cease their operations, and as
they have concluded that the Group’s and the Company’s
financial position means that this is realistic. They have

also concluded that there are no material uncertainties

that could have cast significant doubt over their ability to
continue as a going concern for at least a year from the
date of approval of the financial statements (“the going
concern period™).

Our responsibility is to conclude on the appropriateness of
the Directors’ conclusions and, had there been a material
uncertainty related to going concern, to make reference to
that in this audit report. However, as we cannot predict all
future events or conditions and as subsequent events may
result in outcomes that are inconsistent with judgements
that were reasonable at the time they were made, the
absence of reference to a material uncertainty in this
auditor’s report is not a guarantee that the Group and the
Company will continue in operation,

In our evaluation of the Directors’ conclusions, we
considered the inherent risks to the Group's and Company's
business mode! and analysed how those risks might affect
the Group’s and Company’s financial resources or ability to
continue operations over the going concern period.

Based on this work, we are required to report to you if:

« we have anything material to add or draw attention to
in relation to the directors’ statement in note 1 to the
financial statements on the use of the going concern
basis of accounting with no materiat uncertainties
that may cast significant doubt over the Group and
Company's use of that basis for a period of at |least
twelve months from the date of approval of the financial
statements; or

-« the relz}:ted statement under the Listing Rules set out
on page 123 is materially inconsistent with our audit
knowledge.

We have nothing to report in these respects, and we did
not identify going concern as a key audit matter .

5. We have nothing to report on
the other information in the Annual
Report

The directors are responsible for the other information
presented in the Annual Report together with the financial
statements. Our opinion on the financial statements does
not cover the other information and, accordingly, we do
not express an audit opinion or, except as explicitly stated
below, any form of assurance conclusion thereon.

Our responsibility is to read the other information and,

in doing so, consider whether, based on our financial
statements audit work, the informsation therein is materially
misstated or inconsistent with the financial statements

or our audit knowledge. Based solely on that work we
have not identified material misstatements in the other
information.

Strategic report and directors’ report
Based solely on our work on the other information:
+ we have not identified material misstatements in the

strategic report and the directors’ report;

« in our opinion the information given in those reports
for the financial year is consistent with the financial
statements; and

< in our opinion those reports have been prepared in
accordance with the Companies Act 2006.
Directors’ remuneration report

In our opinion the part of the Directors’ Remuneration
Report to be audited has been properly prepared in
accordance with the Companies Act 2006.
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Disclosures of principal risks and longer-term viability

Based on the knowledge we acquired during our financial
statements audit, we have nothing material to add or draw
attention to in relation to:

« the directors’ confirmation within the viability statement
page 49 that they have carried out a robust assessment
of the principal risks facing the Group, including
those that would threaten its business model, future
performance, solvency and liquidity;

» the risk management disclosures describing these
risks and explaining how they are being managed and
mitigated; and

» the directors' explanation in the Viability Statement
of how they have assessed the prospects of the
Group, over what period they have done so and why
they considered that period to be appropriate, and
their statement as to whether they have a reasonable
expectation that the Group will be able to continue
in operation and meet its liabilities as they fall due
over the period of their assessment, including any
related disclosures drawing atiention to any necessary
qualifications or assumptions.

Under the Listing Rules we are required to review the
Viability Statement. We have nothing to report in this
respect. .

Our work is limited to assessing these matters in the
context of only the knowledge acquired during our financial
statements audit. As we cannot predict all future events

or conditions and as subsequent events may result in
outcomes that are inconsistent with judgments that were
reasonable at the time they were made, the absence of
anything to report on these statements is not a guarantee
as to the Group's and Company's longer-term viability.

ad OUR
FINANCIALS

Corporate governance disclosures We are required to
report to you if:

- we have identified material inconsistencies between the
knowledge we acquired during our financial statements
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 position and performance, business
model and strategy; or

« the section of the annual réport describing the work of
. the Audit Committee does not appropriately address
matters communicated by us to the Audit Committee.

We are required to report to you if the Corporate
Governance Statement does not properly disclose a
departure from the eleven provisions of the UK Corporate
Governance Code specified by the Listing Rules for our
review.

We have nothing to report in these respects.

6. We have nothing to report on
the other matters on which we are

required to report by exception

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

« adequate accounting records have not been kept by the
parent Company, or returns adequate for our audit have
not been received from branches not visited by us; or

¢ the parent Company financial statements and the part
of the Directors’ Remuneration Report to be audited
are not in agreement with the accounting records and
returns; or

« certain disclosures of directors' remuneration specified
by law are not made; or

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

We have nothing to report in these respects.
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INDEPENDENT AUDITOR’'S REPORT conmmueo

TO THE MEMBERS OF 1P GROUP PLC

7. Respective responsibilities
Directors’ responsibilities

As explained more fully in their statement set out on page
123, the directors are responsibie for: the preparation of
the financial statements including being satisfied that

they give a true and fair view; such internal control as

they determine is necessary to enable the preparation

of financial statements that are free from material
misstatement, whether due to fraud or error; assessing the
Group and parent Company’s ability to continue as a going
concern, disclosing, as applicable, matters related to going
concern; and using the going concern basis of accounting
unless they either intend to liquidate the Group or the
parenl Company or lo cease operalions, or have no realistic
alternative but to do so.

Auditor’s responsibilities

Our objectives are to obtain reasonable assurance about
whether the financial statements as a whole are free from
material misstatement, whether due to fraud or other
irregularities (see below), or error, and to issue our opinion
in an auditor’s report. Reasonable assurance is a high

level of assurance, but does not guarantee that an audit
conducted in accordance with ISAs (UK) will slways detect
a material misstatement when it exists. Misstatements

can arise from fraud, other irregularities or error and are
considered material if. individually or in aggregate, they
could reasonably be expected to influence the economic
decisions of users taken on the basis of the financial
statements.

A fuller description of our responsibilities is provided on the
FRC's website at www.frc.org.uk/auditorsresponsibilities.

Irregularities - ability to detect

We identified areas of laws and regulations that could
reasonably be expected to have a material effect on the
financial statements from our general commercial and
sector experience, through discussion with the directors
and other management (as required by auditing standards),
from inspection of the group’s regulatory and legal
correspondence and discussion with the directors and
other management the policies and procedures regarding
compliance with laws and regulations. We cornmunicated
identified laws and regulations throughout our team and
remained alert to any indications of non-compliance
throughout the audit.

The potential effect of these laws and regulations on the
financial statements varies considerably.

Firstly, the group is subject to laws and regulations that
directly affect the financial statements including financial
reporting legislation (including related companies
legislation), distributable profits legislation and taxation
legislation, and we assessed the extent of compliance with
these laws and regulations as part of our procedures on the
related financial statement items.

Secondly, the group is subject to many other laws and
regulations where the consequences of non-compliance
could have a material effect on amounts or disclosures

in the financial statements, for instance through the
imposition of fines or litigation. We identified the following
areas as those most likely to have such an effect: anti-
bribery, employment law, regulatory capital and liquidity
and certain aspects of company legislation recognising
the financial and regulated nature of the group’s activities
and its legal form. Auditing standards limit the required
audit procedures to identify non-compliance with these
laws and regulations to enquiry of the directors and other
management and inspection of regulatory and legal
correspondence, if any. These limited procedures did not
identify actual or suspected non-compliance.

Owing to the inherent limitations of an audit, there is an
unavoidable risk that we may not have detected some
material misstatements in the financial statements, even
though we have properly planned and performed our audit
in accordance with auditing standards. For example, the
further removed non-compliance with laws and regulations
(irregularities) is from the events and transactions reflected
in the financial statements, the less likely the inherently
limited procedures required by auditing standards would
identify it. In addition, as with any audit, there remained

a higher risk of non-detection of irregularities, as these
may involve collusion, forgery, intentional omissions,
rnisrepresentations, or the override of internal controls.

We are not responsible for preventing non-compliance and
cannot be expected to detect non-compliance with all laws
and regulations.
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8. The purpose of our audit work and
to whom we owe our responsibilities

This report is made solely to the company's members,

as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006 and the terms of our engagement by
the company . Our audit work has been undertaken so that
we might state to the company's members those matters
we are required to state to them in an auditor's report, and
the further matters we are required to state to them in
accordance with the terrms agreed with the company , and
for no other purpose. To the fullest extent permitted by law,
we do not accept or assume responsibility to anyone other
than the company and the company's members, as a body,
“for our audit work, for this report, or for the opinions we

" have formed.

Jonathan Martin (Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

15 Canada Square London

E14 5GL

10 March 2020

OUR
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CONSOLIDATED STATEMENT OF ~
COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2019

2019 2018
Note £m
Portfolio return and revenue
Change in fair value of equity and debt investments 15 (50.4)
Gain on disposal of equity investments . 16 2.0
Gain on deconsolidation of subsidiary 17 -
Change in fair value of limited and limited liability partnership interests ' 25 2.3
Revenue from services and other income 9.9
(36.2)
Administrative expenses
Carried interest plan release 11
Share-based payment charge 24 (1.9)
Goodwill impairment . ! 12 (203.2)
Amortisation of intangible assets - 13 (9.9)
Other administrative expenses ) 8 (41.8)
. (255.7)
Operating loss . : 7 (291.9)
Finance income 1.2
Finance costs (3.0)
Loss before taxation (293.7)
Taxation 10 (0.
Loss for the year (293.8)
Other comprehensive income
Exchange differences on translating foreign operations (0.1)
Total comprehensive loss for the year (293.9)
Attributable to’" e
Equity hél_dé}s <')f‘ the parent . . . (2938) , ,
Non-controlling interest .. C ) oD
o (293.9)
Loss per share ,
Basicod . T, o Tooo o M 7.7
TR B - TP TR O . .
Diluted (p) . . . ) 1 277

The a‘cco'rnpam‘/i;wg notes form an i'r‘i'tegral part gf the financial statements.
. M . -
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CONSOLIDATED STATEMENT
OF FINANCIAL POSITION

AS AT 31 DECEMBER 2019

OUR

FINANCIALS

2019 2018
Note £m
ASSETS
Non-current assets
Intangible assets:
Goodwill 120 0.4
Acquired intangible assets 13 - 0.3
Property, plant and equipment 1.5
Portfolio: .
Equity investments 15 11,0219 1,0951
Debt investments 15 23y 331
Limited and limited liability partnership interests 25 0214 17.3
Total non-current assets - 1,068.5 . 1147.7
Current assets LT
Trade and other receivables 18 6.6
Receivable on sale of debt and equity investments 16,19 : -
Deposits . .0 20.0
Cash and cash equivalents 121.9 129.0
Total current assets 227.2 2256
Total assets 1,295.7 1,373.3
EQUITY AND LIABILITIES o
Equity attributable to owners of the parent =
Called up share capital 21 212
Share premium account 99.7 684.7
Merger reserve et 3726
Retained earnings 1,020.5 135.8
Total equity attributable to equity holders 1,141.4 1.214.3
Non-controlling interest B 3.9
Total equity 1,218.2
Current liabilities
Trade and other payables 20 16.5
EIB debt facility 21 Lo 15.4
Non-current liabilities
EIB debt facility 82.4
Carried interest plan liability 6.8
Loans from limited partners of consolidated funds 23.0
Revenue share liability 1.0
Total equity and liabilities 1,373.3

Registered number: 4204490

The accompanying notes form an integral part of the financial statements. The financial statements on pages 134 to 137
were approved by the Board of Directors and authorised for issue on 10 March 2020 and were signed on its behalf by:

Greg Smith Alan Aubrey

Chief Financial Officer Chief Executive Officer
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CONSOLIDATED STATEMENT
OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2019

Operating activities

Note £m £m

Operating loss for the period (291.9)
Adjusted for:

Change in fair value of equity and debt investments 50.4
Change in fair value of limited and limited liability partnership interests (2.3)
Gain on disposal of equity investments (2.0)
Gain on deconsolidation of subsidiary -
Depreciation of property, plant and equipment 1.2
Amortisgtion of intangible non-current assets 9.9
Goodwill impairment 2032
Long term incentive carry scheme release (D))
Fees settled in the form of equity (0.3)
Share-based payment charge 19
Changes in working capital

Decrease in trade and other receivables 1.5
Decrease in trade and other payables (3.6)
Increase loans from limited partners of consolidated funds 9.3
Other operating cash flows

Net interest paid an
Net cash outflow from operating activities 24.9)
Investing activities

Purchase of property, plant and equipment (0.6)
Purchase of equity and debt investments (100.9)
Investment in limited and limited liability partnership funds 4.8)
Distribution from limited partnership funds 0.8
Net cash flow from deposits 5.0
Cash disposed via deconsolidation of subsidiary -
Proceeds from sale of équity and debt investments 29.5
Net cash inflow/(outflow) from investing activities (71.0)
Financing activities

Proceeds from the issue of share capital by consolidated portfolio company -
Lease principal payment —
Repayment of EIB facility (6.3)
Net cash outflow from financing activities (6.3)
Net decrease in cash and cash equivalents 102.2)
Cash and cash equivalents at the beginning of the year 231.3
Effect of foreign exchange rate changes ((*X))]
Cash and cash equivalents at the end of the year 129.0

The accompanying notes form an integral part of the financial statements.
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CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2019

Attributable to equity holders of the parent

Non-
Share Share Merger Retained controlling Total
capital premium® reserve® earnings™ Total interest™ equity
£m £m £m £m £m £m £m
At 1 January 2018 211 6831 508.6 291.7 1,504.5 4.0 1,508.5
Comprehensive income ' - - : - (293.8) (293.8) [(eR)) (293.9)
IFRS 3 charge - equity settled 0l 1.6 - - 17 - 17
Transfer between reserves on
impairment of subsidiaries - - (136.0) 136.0 - - -
Equity-settled share-based
payments - - - 19 19 - 1.9
At 1 January 2019 21.2 684.7 372.6 135.8 1,214.3 3.9 1,218.2
Capital reduction™ —_ (585.0) (372.6) 957.6 - - -
Comprehensive income -— - - (75.4) (75.4) (3.4) (78.8)
Purchase of treasury stock™ - - - (0.2) (0.2) - (0.2)
Equity-settled share-based
payments — - - 2.3 2.3 - 2.3
Currency translation — - - 0.4 0.4 —_ 0.4
At 31 December 2019 21.2 99.7 - 1,020.5 1,141.4 0.5 1,141.9

® Share premium - Amount subscribed for share capital in excess of nominal value, net of directly attributable issue costs.

@ Merger reserve - Amount subscribed for share capital in excess of nominal value in relation to the qualifying acquisition of subsidiary
undertakings.

i) Retained earnings - Cumulative net gains and losses recognised in the consolidated statement of comprehensive income net of associated
share-based payments credits. '

Gv: Non-controlling interest - Share of profits attributable to the Limited Partners of IP Venture Fund 1i LP - a consolidated fund which was
created in May 2013 - as well as the equity invested in partially-owned subsidiaries that is held by third parties.

™ In 2019 Group effected a reduction of capital and cancellation of share premium account, which was count approved on 17th December
2019, resulting in the reduction in the share premium and merger reserves, and a corresponding increase in retained earnings. For further
details see page 75.

i Reflects purchase of IP Group equity to settle exercise of options in respect of the Group’s Defined Benefit Share Plan.

o) Reflects currency translation differences on reserves non-GBP functional currency subsidiaries.

The accompanying notes form an integral part of the financial statements.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

1. Accounting policies

Basis of preparation

The Annual Report and Accounts of IP Group plc ("IP Group” or the “Company”) and its subsidiary companies (together,
the "Group”) are for the year ended 31 December 2019. The principal accounting policies adopted in the preparation of
the financial statements are set out below. The policies have been consistently applied to all the years presented, unless
otherwise stated. These financial statements have been prepared in accordance with International Financial Reporting
Standards, International Accounting Standards and Interpretations (collectively “IFRS”) issued by the International
Accounting Standards Board ("lASB") as adopted by the European Union (“adopted IFRSs”).

The preparation of financial statements in compliance with IFRS requires the use of certain critical accounting estimates.
It also requires Group management to exercise judgement in the most appropriate selection of the Group's accounting
policies. The areas where significant judgements and estimates have been made in preparing the financial statements and
their effect are disclosed in note 3.

The financial statements are prepared on a going concern basis, as the directors are satisfied that the Group and parent
Company have the resources to continue in business for the foreseeable future. In making this assessment, the directors
have considered a wide range of information relating to present and future conditions, including future projections of
profitability, cash flows and capital resources.

Changes in accounting policies
(i) New standards, interpretations and amendments effective from 1 January 2019
The following new standards have been applied in these financial statements:

[FRS 16 Leases

IFRS 16 Leases was issued on 13 January 2016 and replaces IAS 17 Leases. IFRS 16 requires all operating leases in excess

of one year, where the Group is the lessee, to be included on the Group’s statement of financial position, and recognised

as a right-of-use (“ROU") asset and a related lease liability representing the obligation to make lease payrments. The ROU
asset will be amortised on a straight-line basis with the lease liability being amortised using the effective interest method.
Optional exemptions are available under IFRS 16 for short-term leases (lease terms less than 12 months) and for small-value
leases.

The Group has applied IFRS 16 using the modified retrospective approach and therefore the comparative information has
not been restated and continues to be reported under |AS 17. The details of accounting policies under |AS 17 are disclosed
separately if they are different from those under IFRS 16 and the impact of changes is disclosed in note 23.

(ii) New standards, interpretations and amendments not yet effective
No new standards, interpretations and amendments not yet effective are expected to have a material effect on the Group's
future financial staternents.

Basis of consolidation

(i) Business combinations

The Group accounts for business combinations using the acquisition method from the date that control is transferred to
the Group (see (ii) Subsidiaries below). Both the identifiable net assets and the consideration transferred in the acquisition
are measured at fair value at the date of acquisition and transaction costs are expensed as incurred. Goodwill arising on
acquisitions is tested at lcast annually for impairment. In instances where the Group owns a non-controlling stake prior to
acquisition the step acquisition method is applied, and any gain or losses on the fair value of the pre-acquisition holding is
recognised in the consolidated statement of comprehensive income.
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1. Accounting policies continued

(ii) Subsidiaries

Where the Group has control over an entity, it is classified as a subsidiary. Typically, the Group owns a non-controlling
interest in its portfolio companies; however, in certain circurnstances, the Group takes a controlling interest and hence treats
the portfolio company as a subsidiary. As per IFRS 10, an entity is classed as under the control of the Group when all three
of the following elements are present: power over the entity; exposure to variable returns from the entity; and the ability of
the Group to use its power to affect those variable returns.

In situations where the Company has the practical ability to direct the relevant activities of the investee without holding the
majority of the voting rights, it is considered that de facto control exists, In determining whether de facto control exists the
Group considers all relevant facts and circumstances, including:

+ The size of the Company’s voting rights relative to both the size and dispersion of other parties who hold voting rights;
+  Substantive potential voting rights held by the Company and by other parties;
< Other contractual arrangements; and

- Historic patterns in voting attendance.

in assessing the IFRS 10 control criteria in respect of the Group's private portfolio companies, direction of the relevant
activities of the company is usually considered to be exercised by the company's board, therefore the key control
consideration is whether the Group currently has a majority of hoard seats on a given company's board, or is able to obtain
a majority of board seats via the exercise of ifs voting rights. Control is reassessed whenever facts and circumstances
indicate that there may be a change in any of these elements of control.

The consolidated financial statements present the results of the Company and its subsidiaries as if they formed a single
entity. Intercompany transactions and balances between Group companies are therefore eliminated in full. The consolidated
financial statements incorporate the results of business combinations using the acquisition method. In the statement of
financial position, the acquiree's identifiable assets and liabilities are initially recognised at their fair values at the acquisition
date. Contingent liabilities dependent on the disposed value of an associated investment are only recognised when the fair
value is above the associated threshold. The results of acquired operations are included in the consolidated statement of
comprehensive income from the date on which control is obtained. They are consolidated until the date on which control
ceases.

(iii) Associates .
Associates are portfolio companies over which the Group has significant influence, but does not control, generally
accompanied by a shareholding of between 20% and 50% of the voting rights.

As permitted under |AS 28, the Group elects to hold such investments at fair value through profit and loss in accordance
with IFRS 9. This treatment is specified by IAS 28 Investrnent in Associates and Joint Ventures, which permits investments
held by a venture capital organisation or similar entity to be excluded from its measurement methodology requirements
where those investments are designated, upon initial recognition, as at fair value through profit or loss and accounted for
in accordance with IFRS 9 Financial Instruments. Therefore, No associates are presented on the consolidated statement of
financial position.

Changes in fair value of associates are recognised in profit or loss in the period of the change. The Group has no interests in
associates through which it carries on its business.

The disclosures required by Section 409 of the Companies Act 2006 for associated undertakings are included in note 10 of
the Company financial statements. Similarly, those investments which may not have qualified as an Associate but fall within
the wider scope of significant holdings and so are subject to Section 409 disclosure acts are also included in note 10 of the
Company financial statements.
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1. Accounting policies continued

(iv) Limited Partnerships and Limited Liability Partnerships (“Limited Partnerships”)
Group entities act as general partner and investment manager to the following Limited Partnerships:

Interest in limited
partnership

Name ) %
IPG Cayman LP 87.0
IP Venture Fund Il LP ("IPVFII") 33.3
IP Venture Fund LP (“IPVF™) 10.0

The North East Technology Fund LP (“NETF") -

The Group receives compensation for its role as investment manager to these Limited Partnerships, including fixed fees and
performance fees. The directors consider that these amounts are in substance and form “normal market rate” compensation
for its role as investment manager.

In order to determine whether these Limited Partnerships were required to be consolidated, the presence of the three
elements of control noted in part (ii) was examined.

In the case of IPG Cayman LP and IPVFII, the Group has power over the entity as fund manager, and Group's significant
stake in these funds creates an exposure to variable returns from those interests, and the Group can use its power to affect
those variable returns. As such, IPG Cayman LP and IPVFIl meet the criteria in IFRS 10 Consolidated Financial Statements
and are consequently consolidated.

In the case of IPVF, the directors consider that the minority Limited Partnership interest does not create an exposure of
such significance that it indicates that the Group acts as anything other than an agent for the other Limited Partners in the
arrangement. This is further supported by the presence of a strict investment policy and the inability for the general partner
to change the restrictive terms of that policy other than with agreement of 100% of iPVF's Limited Partners.

Similarly, the lack of a stake in NETF indicates the Group’s role as an agent for the limited partner. As a result, the directors
consider that the Group does not have the power to govern the operations of these limited partnerships so as to obtain
benefits from their activities and accordingly do not ‘meet the definition of a subsidiary under IFRS 10 Consolidated
Financial Statements. However, the Group does have the power to exercise significant influence over its limited partnerships
and accordingly the Group’s accounting treatment for the interest in IPVF is consistent with that of associates as described
earlier in this report, i.e. in accordance with IFRS 9 Financial instruments and designated as at fair value through profit or
loss on initial recognition.

In addition to Limited Partnerships where Group entities act as general partner and investment manager, the Group has
interests in three further entities which are all managed by third parties:

Interest

in limited

partnership

Name %
UCL Technology Fund LP ("“UCL Fund™) 46.4
Technikos LLP (“Technikos™) ’ 18.0
Apollo Therapeutics LLP (“Apolio Fund™) 8.3

The Group has a 46.4% interest in the total capital commitments of the UCL Fund. The Group has committed £24.8m to
the fund alongside the European Investment Fund ("EIF”), University College London and other investors. Participation in
the UCL Fund provides the Group with the opportunity to generate financial returns and visibility of potential intellectual
property from across University College London'’s research base.

The Group has an 18.0% interest in the total capital commitments of Technikos, a fund with an exclusive pipeline agreement
with Oxford University’s Institute of Biomedical Engineering.

The Group has an 8.3% interest in the total capital commitments of Apolic Therapeutics LLP (“Apollo™), a £40.0m venture
between AstraZeneca, GlaxoSmithKline, Johnson & Johnson and the technology transfer offices of Imperial College London
(via IP2IPO Innovations Limited), University College London (via UCL Business plc) and the University of Cambridge (via
Cambridge Enterprise Limited). The venture supports the translation of academic therapeutic science into innovative new
medicines by combining the skills of the university academics with industry expertise at an early stage.

Investments in these Limited and Limited Liability Partnerships are recognised at fair value through profit and loss in
accordance with IFRS 9.
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1. Accounting policies continued

(v) Non-controlling interests
The total comprehensive income, assets and liabilities of non-wholly owned subsidiaries are attributed to owners of the
parent and to the non-controlling interests in proportion to their relative ownership interests.

Portfolio return and revenue

Change in fair value

Change in fair value of equity and debt investments represents revaluation gains and losses on the Group's portfolio of
investments. Gains on disposal of equity investments represent the difference between the fair value of consideration
received and the carrying value at the start of the accounting period on the disposal of equity investments. Change in fair
value of Limited Partnership investments represents revaluation gains and losses on the Group’s investments in Limited
Partnership funds. Changes in fair values of assets do not constitute revenue.

Revenue from services and other income

All revenue from services is generated primarily from within the United Kingdom and is stated exclusive of value added tax,
with further revenue generated in the Group's Australian and US operations. Revenue is recognised when the Group satisfies
its performance obligations, in line with IFRS 15. Revenue from services and other income comprises:

Advisory fees

Fees earned from the provision of business support services including IP Assist and |P Exec services and fees for IP Group
representation on portfolio company boards are recognised as the related services are provided. Corporate finance advisory
fees are generally earned as a fixed percentage of total funds raised and recognised at the time the related transaction

is successfully concluded. In some instances, these fees are settled via the issue of equity in the company receiving the
corporate finance services at the same price per share as equity issued as part the financing round to which the advisory
fees apply.

Fund management services

Fund management fees include fiduciary fund management fees which are generally earned as a fixed percentage of total
funds under management and are recognised as the related services are provided and performance fees payable from
realisation of agreed returns to investors which are recognised as performance criterion are met.

Licence and royalty income

The Group'’s [P licenses typically constitute separate performance obligations, being separate from other promised goods or
services. Revenue is recognised in line with the performance obligations included in the license, which can include sales-
based, usage-based on milestone-based royalties.

Dividends
Dividends receivable from equity shares are included within other portfolio income and recognised on the ex-dividend date
or, where no ex-dividend date is quoted, are recognised when the Group’s right to receive payment is established.

Intangible assets

Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the net identifiable assets of the acquired
subsidiary at the date of acquisition. Goodwill on acquisitions of subsidiaries is included in intangible assets.and allocated
from the acquisition date to each of the Group's cash generating units (*CGUs") that are expected to benefit from the
business combination. Goodwill may be allocated to CGUs in both the acquired business and in the existing business.

Other intangible assets

Other intangible assets represent contractual arrangements and memorandums of understanding with UK universities
acquired through acquisition of subsidiaries. At the date of acquisition, the cost of these intangibles as a share of the larger
acquisition was calculated and subsequentiy the assets are held at amortised cost.

Impairment of intangible assets (including goodwill)

Goodwill is not subject to amortisation but is tested for impairment annually and whenever events or circurnstances
indicate that the carrying amount may not be recoverable. Assets that are subject to amortisation are tested for impairment
when events or a change in circumstances indicate that the carrying amount may not be recoverable. An impairment foss

is recognised for the amount by which the carrying amount exceeds its recoverable amount. The recoverable amount is the
higher of the asset’s fair value less costs to sell and the value in use. For the purposes of assessing impairments, assets are
grouped at the lowest levels for which there are identifiable cash flows (i.e. CGUSs). ’
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1. Accounting policies continued

Financial assets

in respect of regular way purchases or sales, the Group uses trade date accounting to recognise or derecognise financial
assets.

Financial assets are derecognised when the rights to receive cash flows from the assets have expired or the Group has
transferred substantially all risks and rewards of ownership.

The Group classifies its financial assets into one of the categories listed below, depending on the purpose for which the
asset was acquired. None of the Group's financial assets are categorised as held to maturity or available for sale.

(i) At fair value through profit or ioss

Held for trading and financial assets are recognised at fair value through profit and loss. This category includes equity
investments, debt investments and investments in limited partnerships. Investments in associated undertakings, which are
held by the Group with a view to the ultimate realisation of capital gains, are also categorised as at fair value through profit
or loss. This measurement basis is consistent with the fact that the Group’s performance in respect of investments in equity

investments, limited partnerships and associated undertakings is evaluated on a fair value basis in accordance with an
established investment strategy.

Financial assets at fair value through profit or loss are initially recognised at fair value and any gains or losses arising from

subsequent changes in fair value are presented in profit or loss in the statement of comprehensive income in the period
which they arise.

Fair value hierarchy

The Group classifies financial assets using a fair value hierarchy that reflects the significance of the inputs used in making
the related fair value measurements. The level in the fair value hierarchy, within which a financia! asset is classified, is
determined on the basis of the lowest level input that is significant to that asset’s fair value measurement. The fair value
hierarchy has the following levels:

Level 1 - Quoted prices in active markets.
Level 2 - Inputs other than quoted prices that are observable, such as prices from market transactions.
Level 3 - One or more inputs that are not based on observable market data.

Previously, the Group's policy was to classify equity investments in unguoted spin-out companies as Level 3a where prices
had been determined from recent investments in the last twelve months, and as Level 3b where prices had been determined
from recent investrments in more than twelve months and other valuation techniques. The Group has amended this policy

to reflect revised IPEV guidelines vhich specify that the Price of a Recent Investment represents one of a number of inputs
used to arrive at fair value, and now uses a single classification for all Level 3 equity investments. Comparative information
had been represented accordingly for consistency.

Equity investments
Fair value is the underlying principle and is defined as “the price that would be received to sell an asset in an orderly
transaction between market participants at the measurerment date” (IPEV guidelines, December 2018).

Where the equity structure of a portfolio company involves different class rights in a sale or liquidity event, the Group takes
these different rights into account when forming a view on the value of its investment.

Valustion techniques used

The fair value of unlisted securities is established using appropriate valuation techriques in fine with IPEV guidelines.

The selection of appropriate valuation techniques is considered on an individual basis in light of the nature, facts and
circumstances of the investment and in the expected view of market participants. The Group selects valuation techniques
which make maximum use of market-based inputs. Techniques are applied consistently from period to period, except where
a change would result in better estimates of fair value. Multiple valuation techniques may be used so that the results of one
technigue may be used as a cross check/corroboration of an alternative technigue.
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1. Accounting policies continued

Valuation techniques used include:

« Quoted investments: the fair values of quoted investments are based on bid prices in an active market at the reporting
date.

- Milestone approach: an assessment is made as to whether there is an indication of change in fair value based on a
consideration of the relevant milestones typically agreed at the time of making the investment decision.

» Scenario analysis: a forward-looking method that considers one or more possible future scenarios. These methods
include simplified scenario analysis and relative value scenario analysis, which tie to the fully diluted (“post-money™)
equity value, as well as full scenario analysis vie the use of the probability-weighted expected return method (PWERM).

+  Current value method: the estimation and allocation of the equity value to the various equity interests in a business as
though the business were to be sold on the Measurement Date.

« Discounted cash flows: deriving the value of a business by calculating the present value of expected future cash flows.

. Mult.iples: the application of an appropriate multiple to a performance measure (such as earnings or revenue) of the
Investee Company in order to derive a value for the business.

The fair value indicated by a recent transaction is used to calibrate inputs used with valuation techniques including those
noted above. At each measurement date, an assessment is made as to whether changes or events subsequent to the
relevant transaction would imply a change in the investment’s fair value. The Price of a Recent Investment is not considered
a standalone valuation technique (see further considerations below). Where the current fair value of an investment is
unchanged from the price of a recent financing, the group refers to the valuation basis as ‘Recent Financing'.

Price of recent investment as an input in assessing fair value

The Group considers that fair value estimates which are based primarily on observable market data will be of greater
reliability than those based on assumptions. Given the nature of the Group's investments in seed, start-up and early-stage
companies, where there are often no current and no short-term future earnings or positive cash flows, it can be difficult
to gauge the probability and financial impact of the success or failure of development or research activities and to make
reliable cash flow forecasts. Consequently, in many cases the most appropriate approach to fair value is a valuation
technique which is based on market data such as the price of a recent investment, and market participant assumptions as
to potential outcomes.

Calibrating such scenarios or milestones may result in a fair value equal to price of recent investment for a limited period of
time. Often qualitative milestones provide a directional indication of the movernent of fair value.

In applying a calibrated scenario or milestone approach to determine fair value consideration is given to performance
against milestones that were set at the time of the original investment decision, as well as taking into consideration the key
market drivers of the investee company and the overall economic environrnent. Factors that the Group considers include,
inter alia, technical measures such as product development phases and patent approvals, financial measures such as cash
burn rate and profitability expectations, and market and sales measures such as testing phases, product launches and
market introduction.

Where the Group considers that there is an indication that the fair value has changed, an estimation is made of the required
amount of any adjustment from the last price of recent investment.

Where a deterioration in value has occurred, the Group reduces the carrying value of the investment to reflect the
estimated decrease. If there is evidence of value creation the Group may consider increasing the carrying value of the
investment; however, in the absence of additional financing rounds or profit generation it can be difficult to determine the
value that a market participant may place on positive developments given the potential outcome and the costs and risks to
achieving that outcome and accordingly caution is applied.

Debt investments

Debt investments are generally unquoted debt instruments which are convertible to equity at a future point in time.
Such instruments are considered to be hybrid instruments containing a fixed rate debt host contract with an embedded
equity derivative. The Group designates the entire hybrid contract at fair value through profit or loss on initial recognition
and, accordingly, the embedded derivative is not separated from the host contract and accounted for separately. The
price at which the debt investment was made may be a reliable indicator of fair value at that date depending on facts
and circumstances. Any subsequent remeasurement will be recognised as changes in fair value in the statement of
comprehensive income.
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1. Accounting policies continued

(i) At amortised cost

These assets are non-derivative financial assets with fixed and determinable payments that are not quoted in an active
market. They arise principally through the provision of services to customers (trade receivables) and are carried at cost less
provision for impairment.

Deposits

Deposits comprise longer-term deposits held with financial institutions with an original maturity of greater than three
months and, in line with IAS 7 are not included within cash and cash equivalents. Cash flows related to amounts held on
deposit are presented within investing activities in the consolidated statement of cash flows.

Cash and cash equivalents
Cash and cash equivalents include cash in hand and short-terrn deposits held with financial institutions with an original
maturity of three months or less.

Financial liabilities
Current financial liabilities are composed of trade payables and other short-term monetary liabilities, which are recognised
at amortised cost.

Non-current liabilities are composed of loans from Limited Partners of consolidated funds, outstanding amounts drawn
down from a debt facility provided by the European investment Bank, carried interest plans liabilities, and revenue share
liabilities arising as a result of the Group’s former Technology Pipeline Agreement with University College London.

Borrowings are recogiised initially at fair value, net of transaction costs incurred. Borrowings are subsequently carried at
amortised cost; any difference between the proceeds (net of transaction costs) and the redemption value is recognised
in the consolidated statement of comprehensive income over the period of the borrowing using the effective interest rate
method.

The Group consolidates the assets of two managed funds in which it has a significant economic interest, specifically
co-investment fund IP Venture Fund It LP and IPG Cayman LP. The latter was created in late 2018 to facilitate third-party
investment into the Group'’s US portfolio. Loans from third parties of consolidated funds represent third-party loans into
these partnerships. These loans are repayable only upon these funds generating sufficient realisations to repay the Limited
Partners. Management anticipates that the funds will generate the required returns and consequently recognises the full
associated liabilities.

The Group operates a carried interest plan or Long Term Incentive Carry Scheme (“LTICS") for eligible employees. Before
any payment to a participant becomes due under the scheme, the Group must first have received back the amount of their
investment in the relevant vintage together with a hurdle rate of 8% per annum compound on their investment. At the point
at which the hurdle rate has been exceeded a liability is recognised for the unrealised gain due to members of the scheme
vintage. The liability is measured by reference to the fair value of the relevant investments, with movements in the liability
being recognised in the consolidated statement of comprehensive income.

The Group provides for liabilities in respect of revenue sharing obligations arising under the former Technology Pipeline
Agreement with Imperial College London. Under this agreement, the Group received founder equity in spin out companies
from Imperial College, and following a sale of such founder equity, a pre-specified ‘revenue share’ (typically 50%) is payable
to Imperial College and other third parties. The liability for this revenue-share, based on fair value, is recognised as part of
the movement in fair value through profit or loss (see note 15 for further details).

Unless otherwise indicated, the carrying amounts of the Group's financial liabilities are a reasonable approximation to their
fair value. Non-current liabilities are recognised initially at fair value net of transaction costs incurred, and subsequently at
amortised cost.

Share capitaf

Financial instruments issued by the Group are treated as equity if the holders have only a residual interest in the Group's
assets after deducting all liabilities. The objective of the Group is to manage capital so as to provide shareholders with
above- average returns through capital growth over the medium to long-term. The Group considers its capital to comprise
its share capital, share premium, merger reserve and retained earnings.

Top Technology Ventures Limited, Parkwalk Advisors Ltd and Touchstone Investrnent Management Lirnited, are Group
subsidiaries which are subject to external capital requirements imposed by the Financial Conduct Authority (“FCA”) and as
such must ensure that it has sufficient capital to satisfy these requirements. The Group ensures it remains compliant with
these requirements as described in their respective financial statements.
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1. Accounting policies continued
Employee benefits

(i) Pension obligations

The Group operates a company defined contribution pension scheme for which all employees are eligible. The assets of
the scheme are held separately from those of the Group in independently administered funds. The Group currently makes
contributions on behalf of employees to this scheme or to employee personal pension schemes on an individual basis. The
Group has no further payment obligations once the contributions have been paid. The contributions are recognised as
employee benefit expenses when they are due.

(ii) Share~based payments
The Group engages in equity-settled share-based payment transactions in respect of services receivable from employees,
by granting employees conditional awards of ordinary shares subject to certain vesting conditions.

Conditional awards of shares are made pursuant to the Group’s Long Term incentive Plan ("LTIP") awards and/or the
Group's Annual Incentive Scheme ("AlS"). The fair value of the shares is estimated at the date of grant, taking into account
the terms and conditions of the award, including rnarket-based performance conditions.

The fair value at the date of grant is recognised as an expense over the period that the employee provides services,
generally the period between the start of the performance period and the vesting date of the shares. The corresponding
credit is recognised in retained earnings within total equity. The fair value of services is calculated using the market value on
the date of award and is adjusted for expected and actual levels of vesting. Where conditional awards of shares lapse the
expense recognised to date is credited to the statement of comprehensive income in the year in which they lapse.

Where the terms for an equity-settled award are modifiedﬁ and the modification increases the total fair value of the
share-based payment, or is otherwise beneficial to the employee at the date of modification, the incremental fair value is
amortised over the vesting period. )

Deferred tax

Full provision is made for deferred tax on all temporary differences resulting from the carrying value of an asset or liability
and its tax base. Deferred tax is determined using tax rates (and laws) that have been enacted or substantively enacted by
the reporting date and are expected to apply when the related deferred tax asset is realised or deferred tax liability settled.
Deferred tax assets are recognised to the extent that it is probable that the deferred tax asset will be recovered in the
future.

Leases .
Following the adoption of IFRS 16 all operating leases in excess of one year, where the Group is the lessee, are included
on the Group's statement of financial position, and recognised as a right-of-use ("ROU") asset and a related lease liability
representing the obligation to make lease payments, The ROU asset is amortised on a straight-line basis with the lease
liability being amortised using the effective interest method. Short-term leases (lease terms less than 12 months) and small-
value leases are exempt from IFRS 16 and are charged to the statement of comprehensive income on a straight-line basis
over the term of the lease.
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2. Financial risk management

As set out in the principal risks and uncertainties section on pages 39 to 48, the Group is exposed, through its normal
operations, to a number of financial risks, the most significant of which are market, liquidity and credit risks.

In general, risk management is carried out throughout the Group under policies approved by the Board of Directors. The
following further describes the Group's objectives, policies and processes for managing those risks and the methods
used to measure them. Further quantitative information in respect of these risks is presented throughout these financial
statements.

(a) Market risk

(i) Price risk
The Group is exposed to equity securities price risk as a result of the equity and debt investments, and investments in
Limited Partnerships held by the Group and categorised as at fair value through profit or loss.

The Group mitigates this risk by having established investment appraisal processes and asset monitoring procedures which
are subject to:overall review by the Board. The Group has also established corporate finance and communications teams
dedicated to supporting portfolio companies with fundraising activities and investor relations.

The Gréup holds investments which are publicly traded on AIM (13 companies) and investments which are not traded 6n an
active market.

The net portfolio loss in 2019 of £43.9r represents a 4.4% reduction against the opening balance (2018: net loss of £48.4m,
a 4.3% reduction) and a similar increase or decrease in the prices of quoted and unquoted investments is considered to

be reasonably possible. The table below summarises the impact of a 1% increase/decrease in the price of both quoted and
unguoted investments on the Groug's post-tax profit for the year and on equity.

2018 2018

Quoted Unquoted Total Quoted Unqguoted Total
£m. £m £m £m £m £m

Equity and debt investments and
investments in limited partnerships

1.3 10.1 1.4

(ii) Interest rate risk

The Group holds three EIB debt facilities with the overall balance as at 31 December 2019 amounting to £82.7m.(2018:
£97.8m) with £20.1m being subject to variable rate interest (2018: £24.0m) and £62.6m (2018: £73.8m) being subject to
fixed rate interest of 3.2%.

The variable rate consists of two elements. A facility of £30m which bears interest at a fixed rate of 1.98% with an additional
variable spread equal to the six-month GBP LIBOR rate as at the first date of each six-month interest period. The average
floating interest rate (including the fixed elernent) for 2019 was 2.9% (2018: 2.69%). The second facility of £8.1m is based on
a floating interest rate including LIBOR and the average interest in the year was 3.64% (2018: 3.42%). There are no hedging
instruments in place to cover against interest rate fluctuation as exposure is deemed insignificant.

The other primary impact of interest rate risk to the Group is the impact on the income and operating cash flows as a result
of the interest-bearing deposits and cash and cash equivalents held by the Group.
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2 Financial risk management continued
(m) toricentrations of rlsk ’ rEe T R

The Group is exposed to concentratron rtsk via the s@mﬁcant majonty of the portfoho bemg UK-based compames and thus
sub)ect to the perfor mance of the UK econorny The Group is mc'easmg rts operatrons in the US and the determination
) of the assocnated concentratlons is determlned by the number of mvestmem opportunities that management believes

represent a good investment. . vt

P .' :“‘41‘. ‘A"'. - . ".“i ‘I.~1A ' r - t’.lly." v '.-' r. - - . - . .
THe Group'mitigates thlS.l'lSk in co“ordination with liquidity risk, by mana‘gmg its proportion of fixed to floating rate financial

assets. The table below summarises the interest rate profile of the Group.

o o T fhe [NV . F - A} Lo oy 1 -t . . ¢ N, "

i R - 2019 2018
et T b ot . Fixed Floatmgl .Interest | ,n:+ Fixed Floating Interest
. . ., o, rate _rate ] ‘free . Total rate rate free Total
' * £m £m ° £m Em Em £m £m £m
Financial assets. * - -~ ' /17 . )
Equity investments -, ‘ A - - 1,0951 1,095.1
Debt investments "~ -, s 4, =, + .=y 331 331
Limited and limited liability
partnership interests 1 - — 17.3 17.3
Deposits ' 90.0 — - 90.0
Cash and cash equnvalents B i bl 129.0 tortl o M290
Trade recelvables vt — = a3 43
Other recewables ‘. A J .- —‘ '\‘ “ I§1'5 .‘ 1.5
Recelvable on sale of debt and equrt ‘ ' '
investments . . e .
90.0 129.0 11513 1,370.3
Financial liabilities, . -~ 7~ < R ;.r—': = =
Trade payables - - .7 0.7)
Other accruals and deferred income - — 14.7) Q4.7)
EI8 debt facility, . - CT38) L 400 F (978
Carrled interest plan habrluty T — (6.'8) 6.8)
*Revehue share hab|I|ty ST - - m.o) m.0)
“'Loans frof limited partners of . S R oo
consolidated funds =~ R = - '(23 0 - (23.0)
v o o (73.8) (24 o’ (572) (135 0)

At. 31 Decernber 2019 if interest rates had been 1% hugher/lower post- tax profit for the year, and other components of»
equity, would have been £1.6m (2018: £1.0m) h|gher/lower as a result of higher |nterest received on floatmg rate cash

deposuts" ' o R A . . R

(b) Ltquldlty rssk

r K A T BTV L " : + NESiak R, ) B T e

.

-

+« The Group seeks to manage liquidity risk, to ensure sufficient liquidity is avallable to meet foreseeable needs and to invest
cash assets safely and.profitably. The Group’s Treasury Management Policy asserts ‘that at any one pointin time no'more
““than 60% of the Group's cash and cash equivalents will be placed in fixéd-term déposits with'a holding period ‘greater.
than Jthree months. Accordingly, the Group only invests working capital in short-term instruments ussued by reputable ,

" anticipated cash requirements.

e

1

cr.(e)iCredit risk P

counterpartles The Group continually monitors rolling cash flow forecasts to ensure sufficient cash is avallable for

150

The Group's credit risk is primarily attributable to its deposits, cash and cash equivalents, debt investirients and trade -
receivables. The Group seeks to mitigate its credit risk on cash and cash equivalents by making short-term deposits with
counterparties, or by investing in treasury funds with an "AA" credit rating or above managed by institutions. Short-term
deposit counterparties are required to have most recently reported total assets in excess of £5bn and, where applicable,

b a prime short term credit ranng at the tnme of mvestment (ratings are generally determined by Moody's or Standard &

™ Poor's). Moodys pr|me credit ratlngs 3f P1" "P2” 3nd “P3" indicate respectrvely that the rating agency considers the
counterparty to have E supenor strong or/ acceptable ablhty, to repay / short-term debt obligations (generally defined
as havrng an ongmal matunty not exceedlng 13 months) An analysis “of the Group’s deposits and cash and cash equivalents
balance analysed by credit rating as at the reporting date is shown in the table opposite. All other financial assets are

unrated.
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2. Financial risk management continued

2019 2018
Credit rating £m £m
P1 1764 641
P2 L - 134.7
AAAMMF * 13.2 141
Other : 5.6 6.1
Total deposits and cash and cash equivalents : 184.9- 219.0

“The Group holds £13.2m (2018: £14.1m) with JP Morgan GBP liquidity fund, \which has a AAAMMF credit rating with Fitch

The Group holds £3.1m (2018 £6.1m) with Arbuthnot Latham, a private bank with no debt in issue and, accordingly, on which
a credit rating is not applicable. Bloomberg assess Arbuthnot Latham’s 1-year default probability at 0.1127% (2018: 0.0457%).

The Group has no significant concentration of credit risk, with exposure spread - over a large number of counterparties and
customers. The Group has detailed policies and strategies which seek to minimise these associated risks including defining
maximum counterparty exposure limits for term deposits based on their perceived financial strength at the cornmencement
of the deposit. The maximum single counterparty limit for fixed term deposits in excess of 3 months at 31 December 2019
was the greater of 25% of total group cash or £50.0m (2018: 25%, £50.0m). In addition, no single institution may hold
greater than great then 50% of total cash or £50m. (2018: 50%, £50m)

The Group's exposure to credit risk on debt investments is managed in a similar way to equity price risk, as described
earlier, through the Group's investment appraisal processes and asset monitoring procedures which are subject to overall
review by the Board.

The maximum exposure to credit risk for debt investments, receivables and other financial assets is represented by their
carrying amount,

3. Significant accounting estimates and judgements

The directors make judgements and estimates concerning the future. Estimates and judgements are continually evaluated
and are based on historical experience and other factors, such as expectations of future events, and are believed to be
reasonable under the circumstances. Actual results may differ from these estimates. The estimates and assumptions
which have the most significant effects on the carrying amounts of the assets and liabilities in the financial statements are
discussed below.

(i) Valuation of unquoted equity and debt investments

The group's accounting policy in respect of the valuation of unquoted equity investments is set out in Note 1. In applying
this policy, the key areas over which judgment are exercised include:

« Consideration of whether a funding round is sufficiently arm’s length to be representative of fair value

« The relevance of the price of recent investrnent as an input to fair value

« In the case of companies with complex capital structures, the appropriate methodology for assigning value to different
classes of equity based on their differential economic rights

- Where using valuation methods such as discounted cash flows, inputs including the probability of achieving milestones
and the discount rate used.

« Debt investments typically represent convertible debt, in such cases judgment is exercised in respect of the estimated
equity value received on conversion of the loan.

In all cases, valuations are based on the judgement of the Directors after consideration of the above and upon available
information believed to be reliable, which may be affected by conditions in the financial markets. Due to the inherent
uncertainty of the investment valuations, the estimated values may differ significantly from the values that would have been
used had a ready market for the investments existed, and the differences could be material.
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4. Revenue from services

o & Revenue from servnces is derived from the provision of advisory and venture capital fund management services or from

||cen5|ng actlvmes royalty revenues and patent cost recoveries.
¥ ' AY

5 Operatmg segments - -~ - -~ oo SEREREE " cEo

.For both the year ended 31 December 2019 and the year ended 31 December 2018, the Group s revenue and loss before
.. taxation were derived Iarger from its principal actlvmes within the UK. .

For rnanagement reporting purposes the Group is currentIy orgamsed |nto two operatmg segments .

i the commeroallsatlon of intellectual property via the formation of long-term partner relataonshlps with unlversltles

. the management of venture capital funds focusing on early-stage UK technology companies;

© Consideration has been given to whether the UK Life Sciences and Technology partnerships or the US and Australasian
‘operations represent separate reporting segments. in light of the executive-level management of several strategic assets
in the portfolio, the involvement of the Board in the investment approval process for larger lnvestments. and followmg
. consideration of the criteria. for aggregation of operating segments, we conclude that'this is not the case. B

= These activities are described in further detail'in the strategic report on pages 4tol..

o « - e

. - University Venture
e . - partnershlp capital fund
o o ‘ ‘ business management Consolidated
" Year ended 31 Décember 2019 . £m £m £m

o STATEMENT OF COMPREHENSIVE INCOME
" Portfolio return and'revenue
Change in fair value of equity and debt investments
_ Gain on disposal of equity investments
Gain on deconsolidation of subsidiary '
. .Change in fair value of limited and limited Ilablhty partnership mterests
"'Reveinue from services and other income

Administrative expenses
. +Carried interest plan release _
¢ Share-based payment charge [« o « 07 SUh T
. ».Amortisation of intangible assets
Administrative expenses
Operating loss
Finance income
Finance ¢osts ~ . .
} Loss before taxation
o Taxat|on S b
Loss for the year

o

’ STATEMENT OF FINANCIAL POSITION
Assets . , o o L
L|ab|l|t|esk ' - ,“'w)‘ Coe '
°Net assets t
Other segment items
Capital expenditure
Depreciation
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5. Operating segments continued

' UK Non-UK Consolidated
Year ended 31 December 2019 i £m £m £m
STATEMENT OF COMPREHENSIVE INCOME BY GEOGRAPHY T E
Portfolio return and revenue

Administrative expenses
Operating (loss)/profit

Net interest

(Loss)/profit before taxation
Taxation )

(Loss)/profit for the year

Year ended 31 December 2019

STATEMENT OF FINANCIAL POSITION BY GEOGRAPHY
Current assets

Non-current assets

Current liabilities

Non-current liabilities

Total equity

11,0685

(41.4).
(03.0) 2.4y
1,0785." . 63.4._ 11419

University Venture
partnership capital fund
. . business management Consolidated
Year ended 31 December 2018 £m £m £m
STATEMENT OF COMPREHENSIVE INCOME

Portfolio return and revenue

Change in fair value of equity and debt investments (‘50.4f. — ¢ (50.4)
Gain on disposal of equity investments 20 - 2.0
Gain on deconsolidation of subsidiary — - -
Change in fair value of limited and limited liability partnership interests 2.3 — 2.3
Revenue from services and other income 3.4 6.5 9.9
42.7) 6.5 (36.2)
Administrative expenses
Carried interest plan charge - 11 — 11
Share-based payment charge 1.9 - (1.9)
Amortisation of intangible assets 9.2) 0.7 (9.9
Goodwill impairment (201D 2n (203.2)
Administrative expenses (34.3) (75 41.8)
Operating loss (2881) 3.8 (291.9)
Finance income - 1.2 —_ 1.2
Finance costs (3.0) — (3.0)
Loss before taxation (289.9) (3.8) (293.7)
Taxation [(o2)) — [(o})]
Loss for the year (290.0) (3.8) (293.8)
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University Venture
parthership capital fund
business management Consolidated
Year ended 31 December 2018 £m £m £m
STATEMENT OF FINANCIAL POSITION . R TR
Assets CUL13B10 223 0 13733
Liabilities S 45D (9.9 L (assy
Net assets G124 20121820
Other segment items e -
Capital expenditure o _.:‘__‘0.,6
Depreciation .Y

UK Non-UK Consolidated
Year ended 31 December 2018 £m £m £m
STATEMENT OF COMPREHENSIVE INCOME BY GEOGRAPHY
Portfolio return and revenue (50.4) 14.2 (36.2)
Administrative expenses 2477) (8.0) (255.7)
Operating (loss)/profit (298.D 6.2 (291.9)
Net interest 1.8) - 1.8
(Loss)/profit before taxation (299.9) 6.2 (293.7)
Taxation [(*B)] — [(eh)]
(Loss)/profit for the year (300.0) 6.2 (293.8)
UK Non-UK Consolidated
Year ended 31 December 2018 £m £m £m
STATEMENT OF FINANCIAL POSITION BY GEOGRAPHY
Current assets 2074 18.2 2256
Non-~current assets 11,0998 179 1117.7
Current liabilities (24.4) (7.5) (31.9)
Non-~current liabilities (107.5) (15.7) (123.2)
Total equity 1175.3 42,9 1,218.2
6. Auditor’s remuneration
Details of the auditor's remuncration are sct out below:
2019 2018
£'000s £'000s
Fees payable to the Company'’s auditor for the audit of the Company's annual accounts IR Y30 129
The audit of the Cornpany's subsidiaries, pursuant to legislation U 203 ns
Total fees for audit services . 333 244
Audit-related assurance services 40 32
Total assurance services 276
All other services 9
Total non-assurance services 9
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7. Operating loss

Operating loss has been arrived at after (charging) or crediting:

2018 2018
£m £m
Amortisation of intangible assets (0.3) (9.9)
Goodwill impairment — (203.2)
Depreciation of tangible assets .2) a.2)
Employee costs (see note 9) (19.6) (21.3)
Operating leases (see note 23) —_ Qan
Gain on deconsaolidation of subsidiary (see note 17) ) 10.6 =
8. Other administrative expenses
Other administrative expenses comprise:
2019 2018
£m £m
Employee costs (see note 9) 19.6 213
IFRS 3 charge in respect of acquisition of subsidiary’ 25 3.3
Professional services 5.0 75
Consclidated portfolio costs 5.4 26
Depreciation of tangible assets : 1.2 12
Other expenses 5.4 5.9
39.1 41.8

v Costs of £2.5m (2018 £3.3m) were recognised in relation to contingent consideration payable to the sellers of Parkwalk Advisors Limited
deemed under IFRS 3 to be a payment for post-acquisition services.

9. Employee costs

Employee costs (including executive directors) comprise:

2019 2018

£m £m

Salaries 13.0 14.9
Defined contribution pension cost 1.1 1.3
Share-based payment charge (see note 24) 2.3 1.9
Other bonuses accrued in the year 2.0 1.4
Social security 1.2 18
19.6 213

The average monthly number of persons (including executive directors) employed by the Group during the year was 130, all
of whom were involved in management and administration activities (2018: 167). Details of the Directors’ remuneration can
be found in the Directors’ Remuneration Report on pages 98 to 115.

10. Taxation

2019 2018
£m £m

Current tax
UK corporation tax on losses for the year - -
Foreign tax 0.1 0.1
0.1 01
Deferred tax - —
Total tax 0.1 0.1

The Group primarily seeks to generate capital gains from its holdings in spin-out companies over the longer-term but has
historically made annual net operating losses from its operations from a UK tax perspective. Capital gains achieved by the
Group would ordinarily be taxed upon realisation of such holdings. The directors continue to believe that the Group qualifies
for the Substantial Shareholdings Exemption ("SSE™).
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10. Taxation continued

The amount for the year can be reconciled to the loss per the statement of comprehensive income as follows:

2019 2018
£m £m
Loss before tax (78.8) . v (293.7)

Tax at the UK corporation tax rate of 19% (2018: 19%) (55.8)
Expenses not deductible for tax purposes 0.2
Income not taxable -
Amortisation on goodwill arising on consolidation 40.5
Non-taxable income on deconsolidation of Mobilion -
Fair value movement on investments qualifying for SSE 8.8
Movement on share-based payments 0.3
Movement in tax losses arising not recognised 6.1
Rste change on foreign tax —
Total tax charge 0.1

At 31 December 2019, deductible temporary differences and unused tax losses, for which no deferred tax asset has been
recognised, totalled £285.4m (2018; £228.3m). An analysis is shown below:

2019 2018
Amount Deferred tax Amount Deferred tax
£m £m £m £m
Accelerated capital allowances 0.7)- oM - —
Share-based payment costs and other temporary differences R (13.8) - - . (2.3) » 4.6 0.8
Unused tax losses © (270,97 (461) 223.7 38.0
(285.4)  (48.5) 2283 388

At 31 December 2019, deductible temporary differences and unused tax losses, for which a deferred tax asset/(liability) has
been recognised, totalled £nil (2018: £nil). An analysis is shown below:

2019 2018

Amount Deferred tax Amount Deferred tax

£m £m £m £m

Temporary timing differences . - . B L - =710 - 81 14
Unused tax losses L (6';1); . (L0) [C:R)) 1.4)

11. Loss per share

2019 2018

Loss ' £m £m
Loss for the purposes of basic and dilutive earnings per share L7654 (293.8)
2019 2018

Number Number

Number of shares of shares of shares

Weighted average number of ordinary shares for the purposes of basic earnings per share ,1,_0‘59,144 595 -1,058,678,987
Effect of dilutive potential ordinary shares: - e

Options or contingently issuable shares
Weighted average number of ordinary shares for the purposes of diluted earnings per share '1',059',144,595 1,058,678,987

No adjustment has been made to the basic loss per share in the year ended 31 December 2019, as the exercise of share
options would have the effect of reducing the loss per ordinary share, and therefore is not dilutive.

Potentially dilutive ordinary shares include contingently issuable shares arising under the Group's LTIP arrangements, and
options issued as part of the Group's Sharesave schemes and Deferred Bonus Share Plan (for annual bonuses deferred
under the terms of the Group's annual incentive scherne).
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12. Goodwill

2019 2018

£m £m

At 1 January . .04 2025
Recognised on buyout of minority interest in US platform P _ (’ }I: —r 11
Impairment of goodwill B (203.2)
At 31 December L 04 0.4

Goodwill arising on business combinations is reviewed for impairment on an annual basis, or more frequently if there are
indications that goodwill may be impaired. Recoverable amounts for CGUs are based on the higher of value in use and fair
value less costs of disposal. Value in use is calculated from cashflow projections for the CGUs to which the goodwill has
been allocated. The goodwill allocated to each CGU is summarised in the table below.

2019 2018
. £m £m
Parkwalk Advisors CGU .. 04 0.4
" 047 0.4
13. Intangible assets
£m
Cost
At 1 January 2019 30.6
Additions acquired through business combinations -
At 31 December 2019 30.6
Accumulated amortisation
At 1 January 2019 303
Charge for the year 0.3
At 31 December 2019 30.6
Net book value
At 31 December 2019 —
At 31 December 2018 0.3

The intangible assets represent contracts with customers and other contractual arrangements with UK universities acquired
through acquisition of subsidiaries. The individual contractual arrangements are amortised in a straight line over the
remainder of their terms with the expense being presented directly on the primary statements.
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14. Categorisation of financial instruments

At fair value

through Amortised

profit or loss cost Total
Financial assets £m £m £m
At 31 December 2019
Equity investments 1,021.9 - 1,021.9
Debt investments 23.7 -— 23.7
Other financial assets - - -
Limited and limited liability partnership interests 214 - 214
Trade and other receivables - 50 5.0
Receivable on sale of debt and equity investments 273 27.3
Deposits - 73.0 - 73.0
Cash and cash equivalents —_ 121.9 121.9
Total 1,067.0 227.2 1,294.2
At 31 December 2018
Equity investments 1,0851 - 1.0951
Debt investments 331 - 331
Limited and limited liability partnership interests 17.3 — 17.3
Trade and other receivables — 5.8 58
Deposits — 90.0 90.0
Cash and cash equivalents — 129.0 129.0
Total 1145.5 224.8 1,370.3

All financial liabilities are categorised as other financial liabilities and recognised at amortised cost.

In light of the credit ratings applicable to the Group’s cash and cash equivalent and deposits, (see note 2 for further details),
and given the nature of the Group's other significant receivable balance balances in respect of amounts receivable on

sale of debt and equity investments which have either been received post year end or are bank guaranteed, we estimate
expected credit losses on the Group's receivables to be under £0.1m and therefore not disclosed further (2018 less than
£0.1m), similarly we have not presented an analysis of credit ratings of trade and other receivable and receivables on sale of

debt and equity investments.

All net fair value gains in the year are attributable to financial assets designated at fair value through profit or loss on initial
recoghnition (2018: all net fair value gains in the year are attributable to financial assets designated at fair value through

profit or loss on initial recognition).

All interest income is attributable to financial assets not classified as fair value through profit and loss.
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15. Net investment portfolio

Note 1 includes a description of the fair value hierarchy used.

Level 1 Level 3 Total £m

Equity Unquoted Equity
investments debt investments
in quoted investments in unquoted
spin-out  in spin-out spin-out
companies companies companies

' £m £m £

At 1 January 2018

Investments during the year

Transactlon based reclassnﬁcatlons durmg the year

Other transfers between hlerarchy fevels dunng the year
s - . -

Disposals ~ = 7 .
Fair value of ifivestment in Mobilion recogmsed on

deconsolidation - ¥' 7 . . L I
Change in revenue share® | o

Change in fair.value in the year®™ - - - e

At 31 December.2019 - v e, X e e 34

At1January 2018 + . ' b L T B e T 225.0 - . +4.. 8325 1,099.8
Investments during theé year -* .* "~ . . Coor Pl e n2 - - 175 - 722 100.9
Transaction-based reclassifications during theé year * * 7' "’ IR *aro) T 123y v rb
Disposals .+ M oan € e o e - (79 (B8O - v (16) 27.5)
Fees settled via equity . - - —. 02, ., 02 _
Change in revenue share® oo = _—— - -~ - .- —- e i = - 52 - 52 -
Change in fair value in the year” (99.8) a7 51 (50.4)""
At 31 December 2018 1332 331 961.9 11282

® For description of revenue share arrangement see description below. ,

@ The change in fair value in the year inciudes a loss of £1.4m (2018: gain of £3Im) in exchange differences on translating foreign currency

mvestments The total‘ unrealised change in fair value in respect of Level 3 investments was a loss of £53.Im (2?18 gain of £49, 4m)
R T . I
Prevnously, the Group's policy was to classify equity investments in unquoted spin-out companies as Level 3a where prices
had been determlned from recent investments in the fast twelve months, and as Level 3b where prices had been determmed
from recent lnvestments in more than twelve'months and other valuation techniques. The Group has amended thls pohcy 'l o
to reflect revnsed IPEV guidelines which specify that the Price of a Recent Investment represents one of a number of mputs
used to arnve at fair value, and now uses a smgle classification for all Level 3 equity investments. Comparatnve information
had been represented accordmgly for con5|stency ";' ' “J
Y - %
Unquoted equity and debt lnvestment are measured in accordance with {PEV guidelines with reference to the most -
appropriate information available at the tirne of rneasurement. In addition to recent financing transactlons significant
unobservable |nputs used in the fair value measurement include (inter alia) porifolio-company specmc milestone analysis,
estimated cllmcal trial success rates, exit ranges, scenario probabilities and discount factors. Where relevant, multlple
valuation approaches may be used in arriving at an estimate of fair value for an individual asset. Such inputs are typlcally
portfoho company s‘pecaflc and therefore cannot be aggregated for the purposes of portfolio-level sensitivity analysis. For
Level 3 compames ‘where a DCF approach has been used, a 1% increase/decrease in the dlscount_rete used would equate to

e v €
a £11.8m increase/decrease in fair value. L S
eMonl P PO R

For assets and liabilities that are recognised at fair value on a recurring basis, the Group determiines whether transfers have
occurred between levels in the hierarchy by re-assessing categorisation (based on the lowest level input that is significant
to the fair value measurement as a whole) at the end of each reporting period. Transfers between levels are then made as if
the transfer took place on the first day of the period in question, except in the cases of transfers between tiers based on an
initial public offering ("IPO") of an investment wherein the changes in value prior to the IPO are calculated and reported in
level 3, and those changes post are attributed to level 1.

34}

[ R

.

Transfers between level 3 and level 1 occur when a previously unguoted investment undertakes an initial public offering,
resulting in its equity becoming quoted on an active market. In the current period, transfers of this nature amounted to £nil
(2018: £nil). Transfers between level 1 and level 3 would occur when a quoted investment's market becomes inactive, or the
portfolio company elects to delist. There have been no such instances in the current period (2018: no such instances).
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15. Net investment portfolio continued

Transfers between level 3 debt and level 3 equity occur upon conversion of convertible debt into equity.

Within level 3 equity investments, the distribution by total portfolio company holding value is as follows: investments
>£10m: £684.2m (2018: £700.3m), investments £5m-£10m: £104.9m (£147.4m), investments £1.5m-£5m: £88.0m (2018
£90.6m), investments < £1.5m: £27.2m (2018: £23.6m).

Within level 3 debt investments, the distribution by total portfolio company holding value is as follows: investments >£10m:
£6.3m (2018: £10.5m), investments £5m-£10m: £2.0m (£7.5m), investments £1.5m-£5m: £11.8m (2018; £10.7),
investments < £1.5m: £3.6m (2018: £4.4m).

Under the Group's former Technology Pipcline Agreement with Imperial College London, the Group received founder
equity in spin out companies from Imperial College. Following a sale of such founder equity stakes, a pre-specified ‘revenue
share' (typically 50%) is payable to Imperial College and other third parties. As at 31 December 2019, equity investments
which were subject to revenue sharing obligations totalled £13.8m (2018: £11.0m). A corresponding non-current liability is
recognhised in respect of these revenue sharing obligations.

2019 2018
Change in fair value in the year £m £m
Fair value gains 86.3 103.3
Fair value losses ) (156.9) 153.7)

(70.6) (50.4)

The Company’s interests in subsidiary undertakings are listed in note 2 to the Company'’s financial statements.

16. Gain on disposal of equity investments

2019 2018

£m £m

Disposal proceeds 79.5 295

Amounts receivable on sale of debt and equity investments (see note 19) 273 -
Carrying value of investments (90.7) (27.5)

Profit on disposal 16.1 2.0

17. Gain on deconsolidation of subsidiary

During the first half of 2019, MOBILion completed a first close of its Series A investment of £2.9m which did not result in a
loss of control by IP Group, and accordingly the proceeds of this issue of equity are disclosed within financing activities in
the Group consolidated cash flows

Following a second close of the Series A fundraise, |P Group lost control of the board of MOBILion, resulting in its
deconsolidation as a subsidiary and recognition as a portfolio cornpany.

As part of this transaction, net assets including £2.5m of cash were deconsolidated from the Group consolidated statement
of financial position, this movement is disclosed within investing activities in the Group consolidated statement of cash
flows. The transaction resulted in a gain on deconsolidation of £10.6m, calculated as follows:

2019 2018

£m £m

Fair value of equity investment recognised 1.2 —
Fair value of subsidiary net assets disposed: o

Cash 25 -

Other net liabilities (&) -

10.6 -
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18. Trade and other receivables

2019 2018

£m £m

Trade debtors : 15 4.3
Prepayments g 0.6 - 0.8
Right of use asset 21 -
Other receivables ) 0.9 1.5
5.0 6.6

The directors consider the carrying amount of trade and other receivables to approximate their fair value. All receivables are
interest free, repayable on demand and unsecured.

19. Receivable on sale of debt and equity investments

2019 2018

£m £m

Deferred consideration } 5.3 -
Short-term receivables ) 22.0 —
27.3 -

Deferred consideration relates to amounts receivable in respect of the sale of Dukosi Limited (£5.0m) and Process Systems
Enterprise Limited (£0.3m).

Short-term receivables relates to £22.0m receivable in respect of shares in Oxford Nanopore Technologies Limited sold on
31 December 2019 and for which payment was received in February 2020.

20. Trade and other payables

2019 2018
Current liabilities £m £m
Trade payables T4 17
Social security expenses : ] 0.5 . 0.7
Bonus accrual o ax 21
Lease liability o .21 -
Payable to Imperial College and other third parties under revenue share cbligations s B | ) 1.7
Current tax payable . 0.1, 01
Other accruals and deferred income 88 10.2

26.0 16.5

Amounts payable to imperial College and other third parties under revenue share obligations include £9.7m payable in
respect of the disposal proceeds of Process Systems Enterprise Limited, which were settied in January 2020.
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21. Borrowings

2019 2018

Non-current liabilities £m £m
Loans drawn down from the Limited Partners of consolidated funds ’ 26.1 23.0
EIB debt facility o 67 82.4
93.1 105.4

' 2019 2018

Current liabilities £m £m
EIB debt facility N 15.4 15.4
. 15.4 15.4

Loans drawn down from the Limited Partners of consolidated funds

The loans from Limited Partners of consolidated funds are interest free and repayable only upon the applicable funds
generating sufficient returns to repay the Limited Partners. Management anticipates that the funds will generate the
required returns and consequently recognises the full associated liabilities. The classification of these loans as non-current
reflects the forecast timing of returns and subsequent repayment of loans, which is not anticipated to occur within one year.

EiB debt facility

The Group has a number of debt facilities with the European Investment Bank which it has used to fund UK university spin-
out companies as they develop and mature. The terms of the facilities are summarised below:

Repayment

Initial Repayment commencement

Description amount Date drawn Interest rate terms date
IP Group Facility, tranche 1 £15m Dec 2015 Floating, linked to LIBOR 5 years Jan 2019
IP Group Facility, tranche 2 £15m Dec 2017 Fixed 2.016% 5 years Jan 2019
Touchstone Facility A £30m Jul 2013 Floating, linked to LIBOR 12 years Jan 2015
Touchstone Facility B £50m Feb 2017 Fixed 32.026% 8 years Jul 2018

The IP Group loans contain covenants requiring that the ratio between the value of the portfolio along with the value of
the Group’s cash net of any outstanding liabilities, and the outstanding debt facility does not fall below 6:1. The Group
must maintain that the amount of unencumbered funds freely available to the Group is not less than £15.0m. The Group is
also required to maintain a separate bank account which must at any date maintain a minimum balance equal to that of all
payments due to the EIB in the forthcoming six months.

The Touchstone loans contain a debt covenant requiring that the ratio of the total fair value of investments plus cash and
qualifying liquidity to debt should at no time fall below 4:1. The loan also stipulates that on any date, the aggregate of all
amounts scheduled for payment to the EIB in the following six months should be kept in a separate bank account.

The Group closely monitors that the covenants are adhered to on an ongoing basis and has complied with these covenants
throughout the year. The Group will continue to monitor the covenants’ position against forecasts and budgets to ensure
that it operates within the prescribed limits.

2019 2018
The maturity profile of the borrowings was as follows: £m £m
Due withit 6 months ' i 7.7 77
Due 6 to 12 months T 77 7.7
Due 1to 5 years _‘ - 64.2 61.7
Due after S years ) 3.1 21.0
Total © 82.7 9811

2019 2018
A reconciliation in the movement in debt is as follows: £m £m
At 1 January . 98l 104.4
Repayment of debt ; " (15.4) (6.3)
At 31 December® 82.7 981

There were no non-cash movements in debt.

® These are gross amounts repayable and exciude costs of £0.2m (2018: £0.3m) incurred on obtaining the loans and amortised over the life
of the lcans.
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22. Share capital

2019 2018
Issued and fully paid: Number €m Number £m
Ordinary shares of 2p each : R : i
At 1 January 1,059,144,595 21.2 1,057383,601 211
Issued in respect of post-acquisition services - = 1.519,849 01
Issued under employee share plans N -_ 241145 -
At 31 December 1,059,144,595 21.2 1,059]144,595 21.2

The Company has one class of crdinary shares with a par value of 2p ("Ordinary Shares”) which carry equal voting rights,
equal rights to income and distributions of assets on liquidation, or otherwise, and no right to fixed income.

23. Operating lease arrangements
The Group leases office premises. Information about leases for which the Group is 2 lessee is presented below.

2019
Right of use asset £m
At 1 January 2019 2.7
Additions 0.5
Depreciation charge for the year .
At 31 December 2019 21

At the reporting date, the Group had outstanding commitments for future minimum lease payments under non-cancellable

operating leases, which fall due as follows:

Lease Liabilities

2019
Maturity analysis - contractual undiscounted cash flows £€m
Within one year ' 1.3
In the second to fifth years inclusive 0.9
More than five years -
Total undiscounted lease liabilities at 31 December 2019 2.2

2019
Statement of financial position £m
Current 1.2
Non-current 0.9
At 31 December 2019 21

2019
Statement of comprehensive income £m
Interest on lease liabilities 0.1

2019
Amounts recognised in the statement of cash flows £m
Total cash outflow for leases 1.2
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23. Operating lease arrangements continued
2018
£m
Payments under operating leases recognised in the statement of comprehensive income for the year 11

At the reporting date, the Group had outstanding commitments for future minimum lease payments under non-cancellable
operating leases, which fall due as follows:

2018

£m

Within one year 1.8
In the second to fifth years inclusive 3.4
5.2

Operating lease payments represent rentals by the Group for its office properties. Leases are negotiated for an average
term of five years and rentals are fixed for an average of one year.

24. Share-based payments

In 2019, the Group continued to incentivise employees through its LTIP and AlS. Both are described in more detail in the
Directors’ Remuneration Report on pages 98 to 115.

Deferred Bonus Share Plan (“DBSP”)

Awards made to employees under the Group's AlS above a certain threshold include 50% deferred into IP Group equity
through the grant of nil-cost options under the Group's DBSP. The number of nil-cost options granted under the Group's
DBSP is determined by the share price at the vesting date. The DBSP options are subject to further time-based vesting over
two years (typically 50% after year one and 50% after year two).

An analysis of movements in the DBSP options outstanding is as follows:

Weighted Weighted

-average -average

Number of exercise Number of exercise

options price options price

2019 2019 2018 2018

At 1 January 605,641 - 394,494 -
AIS deferral shares award during the year “ 192,106 R 468,901 -
Exercised during the year (63,370) e (241,145) -
Lapsed during the year (271,937) C— (16,609) -
At 31 December 462,440 - 605,641 -
Exercisable at 31 Decermnber 114,028 - 153,349 —

The options outstanding at 31 December 2019 had an exercise price of £nil (2018: £nil) and a weighted-average remaining
contractual life of 0.5 years (2018: 0.6 years).

The weighted average share price at the date of exercise for share options exercised in 2019 was 98.6p (2018: 127p).

As the 2019 AIlS financial performance targets were met and as the number of DBSP options to be granted in order to defer
such elements of the AIS payments as are required under our remuneration policy are based on a percentage of employees’
salary, the share-based payments line includes the associated share-based payments expense incurred in 2019.

Long term Incentive Plan (“LTiP")

Awards under the LTIP take the form of conditional awards of ordinary shares of 2p each in the Group which vest over the
prescribed performance period to the extent that performance conditions have been met. The Remuneration Committee
imposes objective conditions on the vesting of awards and these take into consideration the guidance of the Group's
institutional investors from time to time. Further information on the Group's LTIP is set out in the Directors’ Remuneration
Report on pages 98 to 115.
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24. Share-based payments continued

The 2019 LTIP awards were made on 26 April 2019. The awards will ordinarily vest on 31 March 2022, to the extent that

the performance conditions have been met. The awards are based on the performance of the Group's Hard NAV and

Total Shareholder Return (“TSR"). Both performance measures are combined into a matrix format to most appropriately
measure performance relative to the business, as shown in the Directors’ Remuneration Report within the Group's 2019
Annual Report and Accounts. The total award is subject to an underpin based on the relative performance of the Group's
TSR to that of the FTSE 250 index, which can reduce the awards by up to 50%. The 2019 LTIP matrix is designed such that
up to 100% of the award (prior to the application of the underpin} will vest in full in the event of both Hard NAV increasing
by 15% per year on a cumulative basis, from 1 January 2019 to 31 December 2021, and TSR increasing by 15% per year

on a cumulative basis from the date of award to 31 March 2022, using an industry-standard average price period at the
beginning and end of the performance period. Further, the matrix is designed such that 30% of the award shall vest (again
prior to the application of the underpin) if the cumulative increase is 8% per annum for both measures over their respective
performance periods (“threshold performance™). A straight-line sliding scale is applied for performance between the distinct
points on the matrix of vesting targets.

The 2018 LTIP awards were made on 10 May 2018. The awards will ordinarily vest on 31 March 2021, to the extent that the
performance conditions have been met. The awards are based on the performance of the Group's Hard NAV and TSR
(“TSR"). Both performance measures are combined into a matrix format to most appropriately measure performance
relative to the business, as shown in the Directors’ Remuneration Report within the Group’s 2018 Annual Report and
Accounts. The total award is subject to an underpin based on the relative performance of the Group's TSR to that of the
FTSE 250 index, which can reduce the awards by up to 50%. The 2018 LTIP matrix is designed such that up to 100% of the
award (prior to the application of the underpin) will vest in full in the event of both Hard NAV increasing by 15% per year
on a cumulative basis, from 1 January 2018 to 31 December 2020, and TSR increasing by 15% per year on a cumulative basis
from the date of award to 31 March 2021, using an industry-standard average price period at the beginning and end of the
performance period. Further, the matrix is designed such that 30% of the award shall vest (again prior to the application

of the underpin) if the cumulative increase is 8% per annum for both measures over their respective performance periods
(“threshold performance”). A straight-line sliding scale is applied for performance between the distinct points on the matrix
of vesting targets.

The 2017 LTIP awards were made on 29 August 2017. The awards will ordinarily vest on 31 March 2020, to the extent that
the performance conditions have been met. The awards are based on the performance of the Group's Hard NAV and TSR
("TSR"). Both performance measures are combined into a matrix format to most appropriately measure performance
relative to the business, as shown in the Directors’ Remuneration Report within the Group's 2017 Annual Report and
Accounts. The total award is subject to an underpin based on the relative performance of the Group’s TSR to that of the
FTSE 250 index, which can reduce the awards by up to 50%. The 2017 LTIP matrix is designed such that up to 100% of the
award (prior to the application of the underpin) will vest in full in the event of both Hard NAV increasing by 15% per year
on a cumulative basis, from 1 January 2017 to 31 December 2019, and TSR increasing by 15% per year on a cumulative basis
from the date of award to 31 March 2020, using an industry-standard average price period at the beginning and end of the
performance period. Further, the matrix is designed such that 30% of the award shall vest (again prior to the application
of the underpin) if the cumulative increase is 8% per annum for both measures over their respective performance periods
("threshold performance”). A straight-line sliding scale is applied for performance between the distinct points on the matrix
of vesting targets.

The 2016 LTIP awards did not meet the threshold performance target and lapsed on 31 March 2019.
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24. Share-based payments continued

The movement in the number of shares conditionally awarded under the LTIP is set out below:

Weighted- Weighted-

average average

Number of exercise  Number of exercise

options price options price

2019 2019 2018 2018

At 1January 12,376,238 — 9,066,117 -
Lapsed during the year (2,971,286) -— (1,.262,697) .
Forfeited during the year (764,103) - (152,184) -
Vested during the year - — —_ —
Notionally awarded during the year 7,018,906 - 5,025,302 —
At 31 December 15,659,755 - 12,376,238 —

Exercisable at 31 December - -— — —

The options outstanding at 31 December 2019 had an exercise price in the range of £nil (2018: £nil) and a weighted-average
remaining contractual life of 1.4 years (2018 1.3 years).

The fair value of LTIP shares notionally awarded during the year was calculated using Monte Carlo pricing models with the
following key assumptions:

2019 2018
Share price at date of award £0.991 £1.355
Exercise price £nil £nil
Fair value at grant date £0.34 £0.57
Expected volatility (median of historical 50-day moving average) 37% 36%
Expected life (years) 3.0 3.0
Expected dividend yield 0% 0%
Risk-free interest rate 1.0% 1.0%

Former Touchstone LTIP

Also in 2017, as 2 result of the combination with Touchstone, award holders under existing Touchstone long term incentive
share schemes were entitled to receive 2.2178 new IP Group shares in exchange for each Touchstone share, an exchange
ratio set out in the offer document for the acquisition (the “exchange ratio”).

2016 schemes:

It was proposed that, given the short period of time since grant, awards would not become exercisable in connection with
the Offer and therefore that no progress towards meeting performance targets had been made. instead award holders were
offered the opportunity to release their awards in exchange for the grant of a replacement award of equivalent value over
shares in IP Group and the exercise price was set at 3.33 pence divided by the exchange ratio. The vesting dates on the
replacement awards remained the same as the original award, being 1 December 2020, 1 December 2021 and 1 December
2022. The replacement awards are subject to performance conditions adjusted from those attaching to the original
Touchstone award as follows: a) the Net Asset Value ("NAV™) condition will be adjusted to reflect Touchstone's portfolio
being part of the enlarged group following the acquisition and b) the Total Shareholder Return (“TSR”) condition will be
adjusted so that TSR shall be measured by reference to the performance of IP Group shares over the performance period
with the starting share price for such purpose being adjusted by dividing the existing starting share price of 280 pence by
the exchange ratio detailed above. The TTO specific targets remain the same.

Weighted- Weighted-

average average

Number of exercise Number of exercise

options price options price

2019 2019 2018 2018

At 1 January 1,146,810 - 2,875,606 -
Forfeited during the year (406,754) -— (1,728,796) —
At 31 December - 740,056 - 1146,810 —

Exercisable at 31 December - - — -

The options outstanding at 31 December 2019 had an exercise price of £1.366 (2018: £1.366) and a weighted-average
remaining contractual life of 1.9 years (2018: 2.9 years).
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24. Share-based payments continued

2006 schemes: ;

Holders of 2006 Touchstone awards were offered the opportunity to release each of their awards in exchange for the grant
of a replacement award of equivalent value over shares in IP Group. The exercise period and time-based vesting provisions
for the replacement awards remained the same as the original Touchstone awards but the shareholder return performance
condition will be updated by reference to the exchange ratio. Awards under the 2006 scheme were exercisable to some
extent at the time of the grant of replacement awards, subject to meeting the applicable vesting conditions.

Weighted- Weighted-

average average

Number of exercise Number of exercise

options price options price

2019 2019 2018 2018

At 1 January 1,278,834 - 1,808,001 -
Forfeited during the year (200,735) - (529167) -
At 31 December 1,078,099 2.13 1,278,834 214
Exercisable at 31 December 1,078,099 213 1,278,834 214

The options outstanding at 31 December 2019 had an exercise price of £2.13 (2018: £214) and a weighted-average remaining
contractual life of 4.9 years (2018: 5.9 years).

The fair value charge recognised in the statement of comprehensive income during the year in respect of all share-based
payinents, including the DBSP, LTIP and Former Fusion IP LTIP, was £2.3m (2018: £1.8im).

25. Limited and Limited Liability Partnership interests

£m
At 1 January 2018 n.o
Additions during the year 4.8
Realisations in the year . (0.8)
Change in fair value during the year 2.3
At 1 January 2019 17.3
Additions during the year 6.8
Realisations in the year (2.0)
Change in fair value during the year (0.7)
At 31 December 2019 21.4

The Group considers interests in Limited and Limited Liability Partnerships to be level 3 in the fair value hierarchy
throughout the current and previous financial years. If the assurnptions used in the valuation techniques for the Group's
holding in each company are varied by using a range of possible alternatives, there is no material difference to the carrying
value of the respective spin-out company. The effect on the consolidated statement of comprehensive income for the
period is also not expected to be material.

26. Related party transactions

The Group has various related parties arising from its key management, subsidiaries, equity stakes in portfolio companies
and management of certain Limited Partnership funds.

a) Limited Partnerships

The Group manages a number of investment funds structured as Limited Partnerships. Group entities have a Limited
Partnership interest (see note 1) and act as the general partners of these Limited Partnerships. The Group therefore has
power to exert significant influence over these Limited Partnerships. The following amounts have been included in respect
of these Limited Partnerships:

2019 2018
Statement of comprehensive income £m £m
Revenue from services 0.1 0.5

2019 2018
Statement of financial position £m £m
Investment in Limited Partnerships 5.6 58
Amounts due from related parties - 1.2
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. ' 26 Related party transactions continued - ; : # ,31» il
b) Key management transacttons e . 'r-:r ’
The following key management held shares in the following spm -out companles as at 31 December 2019: cav
vV T w7 ¥ Number of Ndmber of o
OO e e Number of shares acquired/  sharés held at .
s s DI . shares held at  (disposed of)in 31 December ¢.
Director/ PDMR .Company hame 1 January 2019 the period ~ 2019 . %
pAlan Aubrey | Accelercomm Limited _ 638 -— =.0.24%
. tAlesi Surgical Limited- | * v ;18 R 0.14%
-Amaethon Limited - A Shares , < -- 104 - = +3.12%
Amaethon Limited - B Shares : 11,966 - 1.04%
: Amaethon Limited :.Ol:dinafy shares §. ¢ 21 Pt — 0.32%
. +Avacta Group plc 191,334 -— _<01%
"+ wBoxarr Limited v 1732 - 0.24% -
Capsant Neurotechnologies Limited M,631 - = ;0.81%
e-Crysalin Limited 1. 1447 - - 013% -
« Deep Matter Group plc 2172809 - . 0.30%
f Ditto Al Limited - Ordinary Shares 72,092,028 1,025,820,000 12.41%
, Ditto Al Limited - B Shares 98,876,568 .- L 112%
Diurnal Group plc 15,000 ) - - <01%
+ EmDot Limited - *15 - 0.87%
- Getech Group plc2 ) 15,000 e w<01%
.hVivo plc _ 37160 ' - <01%
o . likepler Lo . 476 1 = <01%
ST T stessoLimited L T . T T T eswse T T T 1.05%
Itaconix plc ;| ) 188,890 - <0.1%
Cata gy + Karus Therapeutics Limited 223 - <0.1%
) Microbiotica Limited, - . . 10,000 . = r<01%
« Mirriad. Advertising-plc- 33,333 - ~<0.1%
Modern Water plco b, <2 519.269 . . 0.42%
Oxbotica'Limited + . . -3 16 - 13 <0.1%
.Oxford Advanced Surfaces Limited AR | es, = <0.1%
s Oxford Nanopore Technologies Limited .» 101,208 (8,483) . 0.31%
- .Perachem Holdings plc . .+ | - 108,350 R 0.29%
+Salunda Limited: 4 EPIR 53,639 .- » <01%
v Structure Vision Limited o212 \(-2i2) 0.00%
’ Surrey,iNanosyste'ms Limited ' . 453 - - 0.22%
» »Tissue Regenix Group plc 2,389,259 - — 0.20%
v Ultraleap Holdings Limited' 1,224 -—= <0.1%
P Xeros Technology Group plc ) 122,847 - - <01%
“«I'Mike Townend ; Amaethon Limited - A Shares : 104 - 312%
ore vt LD co'Arnaethén Limited - B Shares oL 1M,966 o — 1.04%
Amaethon Limited - Ordinary shares  + ** -'» 21+ -« & . 0.32%
" Applied Graphene Materials plc o 22:619 . 10‘ o= <01%
Avacta Group plc 20001 ' - <01%
Capsant Neurotechnol.ogies Limited 1,282 — 0.79%
~ Creavo Technologies Limited "7 — <01%
. : VRN Crysalm leited vt - + 1,286 - on%
IR LOF Deep Matter Gloup pl?: e e 932,944 — 013%
vACY | o B Dltto Al lelted . ~ iy s 613 048, - <01%
SRR - Dvurnal Group plc — ‘) ‘A / {“') ’ At S 15, OOO/ - <01%
EmDot Limited 14 - 0.81%
Getech Group plc? 20,000 — <01%

165



!

€&, el Co EORNLICN T
- \.I’ T . R I~‘ ’_ -
e T, -
NOTES TO T«HE CONSOLIDATED - PG e
- eIz udt '
FINANCIAL STATEMENTS CONTINUED - . R
.. - vy
26. Related party transactlons continued o - et "
. o K . “Number of Number of & !
o v " Number of shares acquired/  shares held at- A :
< v I LR shares held at  (disposed of) in — 31December }' °
Director/ PDMR Company hame* -~ . + 4 .. 1 January 2019, the period %
Mike Townend . 1 [stesso Limited - 3 1,185,150 — 1.05%
continued llikaplcz ~ .., . 10,000 - <01%
ltaconix ple ;. B 61,940, . - <0.1%
Mirriad Advertising plc: * » 25,000 7 - & <01%
Modern Water plc . [P SRR 575,000 - . 0.46%
Oxbotica Limited +  ,, - - 26 <01%-" .
- Oxford,Advanced Surfaces Limited 31 - <0.1%
Oxford Nanopore Technologies Limited 30,967~ . (2.316) <0.1%
Perachem Holdings plc: ., . 03222 . c = 0.30%
Structure Vision Limited. ., -+ . - 212 (212) 0.00%
Surrey Nanosystems Limited 404 ., - 0.20%
Tissue Regenix Group plc 1,950,862 — 017% .
Ultraleap Holdings Limited 1224. - - <01%,,
Xeros Technology Group plc 35,429 - <0.1%
Greg Smith Alesi Surgical Limited + .¢ 2, - <0.1%
Avacta Group plc 3,904 - <0.1%
Capsant Neurotechnologies Limited 8396 , - <0.1%
Crysalin Limited 149 - <01%
Ditto Al Limited 144,246 - <0.1%
Diurnal Group plc - 15,000 - h <01%
EmDot Limited. - 4 - - 2 0.23%
Getech Group plc~ 8,000, - <0.1%
hVivo plc L, . 61,340 ., - <0.1%
Istesso Limited oo - « . 1. I 313,425 . s 0.28%
Itaconix plc R S 4500 , - <01%
Perachem Holdings plc 4,830 - - <0.1% .
Mirriad-Advertising plc | O 16,667 - <0.1%
Modern Water plc 7250 - <0.1%
Oxbotica Limited - 1 8., - <0.1%
Oxford Nanopore Technologies Limited 1,581 44) <01%
Surrey Nanosystems Limited . _ 88 - - <0.1%:
Tissue Regenix Group plc 50,000 . - <0.1%,
Xeros Technology Group pic 1,392 - <01% .~
David Baynes,  Alesi Surgical Limited 4 - - <0.1%
S1CCo b, s Arkivum . Limited. ' V377 e = <01%

Creavo Technologies Limited . 46

. - <0.1%
Diurnal Group plc 73,000 - - <0.1%
Mirriad Advertising plc 16,667 . - <0.1%
< . Oxford Nanopore Technologles lerted ) 74 ..y o~ 3 - <0.1%-
Ultrahaptics Holdings Limited' 2,600 - <0.1%
Zeetta Networks Lirnited 424 - 0.13%
Mark Reilly Actual Experience plc 65,500 - 0.14%
Ceres Power Holdings plc 5,697 — <0.1%
Diurnal Group plc 7500 -_ <0.1%
Mirriad Advertising plc 33,333 33,333 <0.1%
Oxbotica Limited 8 - <0.1%
Ultraleap Holdings Limited’ 1,700 - <0.1%
Wave Optics Limited 308 — <01%
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Number of
shares held at
31 December

Director/ PDMR Company name 1 January 2019 the period 2019 %
Sam Williams  Accelercomm Limited 127 - 127 <01%
Alesi Surgical Limited 1 - 1 <01%
Avacta Group plc 19,537 — 719,537 <01%
Creavo Medical Technologies Limited 23 — 23 <0.1%
Diurnal Group plc 52,248 - 52,248 <0.1%
Genomics plc 333 - 333 <0.1%
Istesso Limited 7.048,368 - 7,048,368 8.89%
Microbiotica Limited 7.000 — .7,000 <01%
Mirriad Advertising plc 3,333 - © 3,333 <01%
Oxehealth Limited — 27 ' 27 <0.1%
Oxford Nanopore Technologies Limited 340 - 340 <0.1%
Topivert Limited — 1,000 1,000 <0.1%
Ultraleap Holdings Limited* 558 - 558 <0.1%
v Previously called Ultrahaptics Holdings Limited
2 No longer a portfolio company at the balance sheet date
ii) Key management personnel compensation
Key management personnel compensation comprised the following:
2019 2018
£m £m
Short-term employee benefits® 2,776 2,402
Post-employment benefits® a3 n4
Other long-term benefits - -
Termination benefits - -
Share-based payments* 1,195 1,089
Total . 4,064 3,605

@ Represents key management personnel's base salaries, benefits including cash in lieu of pension where relevant, and the cash-settled
element of the Annual Incentive Scheme.

@ Represents employer contributions to defined contribution pension and life assurance plans

@ Represents the accounting charge for share-based payments, reflecting LTIP and DBSP options currently in issuc as port of thesc schemces.
See note 24 for a detailed description of these schemes.

c) Portfolio companies

i) Services

The Group earns fees from the provision of business support services and corporate finance advisory services to portfolio
companhies in which the Group has an equity stake. Through the lack of control over portfolio companies these fees are
considered arms-length transactions. The following arnounts have been included in respect of these fees:

2019 2018

Statement of comprehensive income £m £Em
Revenue from services 0.5 4.3
) 2019 2018

Statement of financial position £m £m
Trade receivables 0.2 0.9
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26. Related party transactions continved

ii) Investments

The Group makes investments in the equity and debt of unquoted and quoted investments where it does not have control
but may be able to participate in the financial and operating policies of that company. It is presumed that it is possible

to exert 'signiﬁcant influence when the equity holding is greater than 20%. The Group has taken the Venture Capital
Organisation exception as permitted by IAS 28 and not recognised these companies as associates, but they are related
parties. The total amounts included for investments where the Group has significant influence but not control are as follows:

2019 2018
Statement of comprehensive income £m £m
Net portfolio losses : 2(54.2): (20.5)

2019 2018
Statement of financial position £m £m
Equity and debt investments CEHI 83270 6181

d) Subsidiary companies

Subsidiary companies that are not 100% owned either directly or indirectly by the parent Company have intercompany
balances with other Group companies totalling as follows:

2019 2018
Statement of financial position £m £m
Intercompany balances with other Group companies il 15 3.6

These intercompany balances represent funding loans provided by Group companies that are interest free, repayable on
demand and unsecured.

27. Capital management
The Group's key objective when managing capital is to safeguard the Group’s ability to continue as a going concern so that
it can continue to provide returns for shareholders and benefits for other stakeholders.

The Group sets the amount of capital in proportion to risk. The Group manages the capital structure, and makes
adjustments to it, in light of changes in economic conditions and the risk characteristics of its underlying assets. In order to
maintain or adjust the capital structure, the Group may adjust the amount of issued new shares or dispose of interests in
more mature portfolio companies.

During 2019, the Group's strategy, which was unchanged from 2018, was to maintain healthy cash and short-term deposit
balances that enable it to provide capital to all portfolio companies, as determined by the Group's investment committee,
whilst having sufficient cash reserves to meet all working capital requirements in the foreseeable future.

The Group has an external debt facility with associated covenants that are described in note 21

28. Capital commitments

Commitments to Limited Partnerships

Pursuant to the terms of their Limited Partnership agreements, the Group has committed to invest the following amounts
into Limited Partnerships as at 31 December 2019:

Year of Original  Invested to Remaining

N commencement commitment date commitment
Partnership of partnership £m £m £m
IP Venture Fund 2006 31 31 —
IP Venture Fund It LP 2013 10.0 76 2.4
UCL Technology Fund LP 2016 248 10.2 14.6
Apollo Therapeutics LLP 2016 3.3 1.0 23
Total 41.2 21.9 19.3
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29. Alternative performance measures (“APM”»)

IP Group management believes that the alternative performance measures included in this document provide valuable
information to the readers of the financial statements as they enable the reader to identify a more consistent basis for
comparing the business’ performance between financial periods and provide more detail concerning the elements of
performance which the managers of the Group are most directly able to influence or are relevant for an assessment of
the Group. They also reflect an important aspect of the way in which operating targets are defined and performance is
monitored by the directors. These measures are not defined by IFRS and therefore may not be directly comparable with
other companies’ APMs, including those in the Group’s industry. APMs should be considered in addition to, and are not
intended to be a substitute for, or superior to, IFRS measurements.

° OUR
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The directors believe that these APMs assist in providing additional useful information on the underlying trends,
performance and position of the Group. Conseqguently, APMs are used by the directors and management for performance
analysis, planning, reporting and incentive-setting purposes.

Calculation
Reference for . 2019 2018
APM reconciliation Definition and purpose £m £m
Hard NAV Primary Hard NAV is defined as the total equity of Total equity 1,141."9’ 1,218.2
statements the Group less intangible assets. Excluding Excluding: Lo
intangible assets highlights the Group's assets  goodwill 0.4
that managernent can be reasonably expected Giher intangible
to influence in the short term and therefore assets : . 0.3
reflects the short-term resources available y
to drive future performance. Additionally, Hard NAV 11415 12175
excluding intangible assets allows better
comparison with the Group’s competitors,
many of which operate under fund structures
and therefore would not include intangible
assets.
The measure shows tangible assets managed
by the Group. It is used as a performance
metric for directors and employees as a part
of annual incentives in the Group. e
Hard NAV  Primary Hard NAV per share is defined as Hard NAV, Hard NAV £1,141.5m £1,217.5m
per share  statements as defined above, divided by the number of Shares inissue  1,059,144,595 1,055,144,595
Note 22 shares in issue. . Hard NAV o ._id78 115.0p
The measure shows tangible assets managed per share
by the Group per share in issue. It is a useful
measure to compare to the Group's share
price. : S
Return on Primary Return on Hard NAV is defined as the total Total (78.8) (2932.9)
Hard NAV  statements, comprehensive income or loss for the year comprehensive L e
Note 8 excluding charges which do not impact income
on Hard NAV, specifically amortisation of Excluding:
intangible assets, share-l?ased payment Amortisation of 9.9
charges and the charge in respect of intangible assets -
consideration deemed to represent post- . ;
acquisition services under IFRS 3 which is ,GOO#W'” 203.2
anticipated to be a non-recurring item. impairment
Return on Hard NAV is defined as the total Share-based S 1.9
comprehensive income or loss for the year payment charge . " -t
excluding charges which do not impact IFRS % charge 2.5 3.3
on Hard NAV, specifically amortisation of in respect of :
intangible assets, share-based payment acquisition of )
charges and the charge in respect of subsidiary (note i -
consideration deemed to represent post- 8) i S
acquisition services under IFRS 3. Return on Hard (73.7) (75.6)
The measure shows a summary of the income NAvV i

statement gains and losses which directly
impact Hard NAV,
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29. Alternative performance measures (“APM”) continued

Calculation
Reference for 2019 2018
APM reconciliation Definition and purpose £€m £m
Net Note 15 Net portfolio gains are defined as the Change in LT N(T0.6) (50.4)
portfolio movement in the value of holdings in the fair value of ERE
gains/ portfolio due to share price movements equity and debt
(losses) or impairments in value, gains or losses on investments
realisation of investments and gains or losses  Gain on disposal 20
on disposals of subsidiaries. of equity ;
The measure showss a summary of the investments
income statement gains and losses which Gain on _
are directly attributable to the portfolio, deconsolidation
which is a headline measure for the Group's of subsidiary
performance. This is a key driver of the Return .
on Hard NAV which is a performance metric Nt portfolio (48.4)
for directors' and employees' incentives. (losses)/gains
Net Financial Net overheads are defined as the Group's core  Other income 9.9
overheads review: note 8 overheads less operating income. The measure QOther (41.8)
reflects the Group's controllable net operating administrative
"cash-equivalent” central cost base and is expenses (see
used as a performance metric in the Group’s  statement of
annual incentive scheme. Core overheads comprehensive
exclude items such as share-based payments, jncome)
amortisation of intangibles and consolidated Excluding:
portfolic company costs . X
Administrative 26
expenses -
consolidated
portfolio
cornpanies
IFRS 3 charge 33
in respect of
acquisition of B
subsidiary (note
8)
Net overheads '~ (26.0)
Cash and Primary Cash is defined as cash and cash equivalents  Cash and cash : 121.8 129.0
deposits statements plus deposits. equivalents : W
The measures gives a view of the Group's
liquid resources on a short-term timeframe.
The Group’s Treasury Policy has a maximum ) s
maturity limit of 13 months for deposits. Deposits 73.0 90.0
Cash 219.0

The selection of the modified retrospective approach for adoption of IFRS 16 in which prior year comparative information is
not restated has not resulted in any inconsistencies in the Group's APMs,

30. Post balance sheet events

As of the reporting date, the Group has completed realisations of £55.4m in respect of the 2013 disposal of shares in Oxford
Nanopore Technologies Limited, and other disposals including in Ceres Power Holdings plc.

As of the reporting date, realised and unrealised fair value gains in respect of the Group’s quoted portfolio totalled £20m,
largely in respect of Ceres Power Holdings plc, which has seen a overall fair value gain of £25m since 31 December 2019.
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COMPANY BALANCE SHEET

AS AT 31 DECEMBER 2019

2019 2018
Note £m £m

ASSETS
Non-current assets

Investment in subsidiary undertakings 3 : 398.7
Equity and debt investments 4 95
Other investments 5 2.0
Current assets

Loans to subsidiary undertakings 6 .~ 6375
Trade and other receivables B -
Total assets 1,047.7
EQUITY AND LIABILITIES

Capital and reserves

Called up share capital 7 21.2
Share premium account 7 684.7
Merger reserve 7 : 3726
Retained earnings 7 (63.7)
Total equity 1,014.8
Current liabilities

Trade and other payables 01
EIB debt facility 6.0
Non-current liabilities

EIB debt facility 23.9
Deferred and contingent consideration payable on acquisition 2.9
Total liabilities 32.9
Total equity and liabilities 1,047.7

Registered number: 42044380

The accompanying notes form an integral part of the financial statements, The financial statements on pages 171 to 172 were
approved by the Board of Directors and authorised for issue on 10 March 2020 and were signhed on its behalf by:

Greg Smith Alan Aubrey
Chief Financial Officer D Chief Executive Officer
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COMPANY STATEMENT OF
CHANGES IN EQUITY

AS AT 31 DECEMBER 2019
Attributable to equity holders of the parent

Share Share Merger Retained
capital premium® reserve® earnings®™ Total
£m £m £m £m £m

At 1 January 2018 AR 6831 508.6 36.1 1,248.9
Comprehensive income - - - (235.8) (235.8)
Transfer between reserves on impairment of
subsidiaries . - — (136.0) 136.0 —
Issue of equity : - 1.7
At 1 January 2019 L (63.7) 10148
Comprehensive income '

794, L (79.4).

Capital reduction .
814,25

At 31 December 2019

@ Share premium - Amount subscribed for share capital in excess of nominal value, net of directly attributable issue costs.

@ Merger reserve - Amount subscribed for share capital in excess of nominzl value in relation to the qualifying acquisition of subsidiary
undertakings.

iy Retained earnings - Cumulative net gains and iosses recognised in the consolidated statement of comprehensive income net of associated
share-based payments credits.

@) In 2019 Group effected a reduction of capital and cancellation of share premium account, which was count approved on 17th December
2019, resulting in the reduction in the share premium and merger reserves, and a corresponding increase in retained earnings. For further
details see page 75.

The accompanying notes form an integrai part of the financial statements.
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NOTES TO THE COMPANY
FINANCIAL STATEMENTS

1. Accounting policies

These financial statements were prepared in accordance with Financial Reporting Standard 101 Reduced Disclosure
Framework (“FRS 1017).

In preparing these financial statements, the Company applies the recognition, measurement and disclosure requirements
of International Financial Reporting Standards as adopted by the EU ("Adopted IFRSs"), but makes amendments where
necessary in order to comply with Companies Act 2006 and has set out below where advantage of the FRS 101 disclosure
exemptions has been taken.

Under section s408 of the Companies Act 2006 the company is exempt from the reguirermnent to present its own profit and
loss account.

In these financial statements, the Company has applied the exemptions available under FRS 101 in respect of the

following disclosures: a cash flow statement and related notes; disclosures in respect of transactions with wholly owned
subsidiaries; disclosures in respect of capital management; the effects of new but not yet effective IFRSs; and disclosures of
compensation of key management personnel.

As the consolidated financizal statements include the equivalent disclosures, the Company has also taken the exemptions
under FRS 101 available in respect of the following disclosures: IFRS 2 Share Based Payments in respect of group settled
share-based payments; and certain disclosures required by IFRS 13 Fair Value Measurement and the disclosures required by
IFRS 7 Financial Instrument Disclosures.

The Company proposes to continue to adopt the reduced disclosure framework of FRS 101 in its next financial statements.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods preseinted in
these financial statements.

Subsidiary investments

Investments in subsidiaries are stated at cost less, where appropriate, provision for impairment. The Company tests the
investment balances for impairment annually or whenever there is an indication that the value of carrying amount may not
be recoverable.

Equity and debt Investments

Investments are held at fair value through profit and loss vision for impairment in value and are held for long-term
investment purposes.

The valuation methods applied are the same as those at the Group level; details of which can be found in note 1 to the
Group's financial accounts on pages 144 to 145.

intercompany loans

All intercompany loans are initially recognised at fair value and subsequently measured at amortised cost. Where
intercompany loans are intended for use on a continuing basis in the Company's activities, and there is no intention of their
settlement in the foreseeable future, they are presented as fixed assets.

Financial instruments
Currently the Company does not enter into derivative financial instruments. Financial assets and financial liahilities are
recognised and cease to be recognised on the basis of when the related titles pass to or from the Company.

2. Significant accounting estimates

(i) Valuation of subsidiary investments

The Company tests the investment balances for impairment annually or whenever there is an indication that the value of
carrying amount may not be recoverable. In light of the fact that the majority of the assets in the Company’s subsidiaries
are recorded at fair value, subsidiary net assets are taken as an approximation of their minimum recoverable amount. If the
carrying value of an investment in a subsidiary is in excess of the minimum recoverable amount, the value of the investment
is impaired.
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3. Investments in subsidiary undertakings

£m
At 1 January 2019 388.7
Impairment of subsidiary undertakings in the year [(GYA))
At 31 December 2019 331.6

Details of the Company's subsidiary undertakings as at 31 December 2019 are detailed in note 9 to the Company financial
stafements,

4. Equity and debt investments

£m
At 1 January 2019 . 8.5
Fair value gains in the year ) 8.7)
At 31 December 2019 . 0.8

Details of the Company’s associated undertakings and significant holdings as at 31 December 2019 zre detailed in note 10 to
the Company financial statements.

5. Other investments

—m
At 1 January 2019 2.0
Fair value gain during the year -
At 31 December 2019 2.0
6. Loans to subsidiary undertakings
£m
At 1 January 2019 6375
Net advancement of loans to subsidiary undertakings during the vear (9.6)
At 31 December 2019 . ' 627.9
The amounts due from subsidiary undertakings are interest free, repayable on demand and unsecured.
The Company does not consider that any change in fair value of financial assets in the year is attributable to expected
credit losses (2018: £nil). We have not presented an analysis of credit ratings in respect of subsidiary undertakings.
7. Share capital and reserves
' Share Share Merger Profit and
capital premium reserve loss reserve
£m £m £m £m
At 1 January 2019 21.2 684.7 3726 (63.7)
Loss for the year - - - (79.4)
Capital reduction - (584.7) (372.6) 957.3
At 31 December 2019 21.2 100.0 - 814.2

Details of the Company’s authorised share capital and changes in its issued share capital can be found in note 18 to the
consolidated financial statements. Details of the movement in the share premium account can be found in the consolidated
statement of changes in equity.

8. Profit and loss account

As permitted by Section 408 of the Companies Act 2006, the Company's profit and loss account has not been included in
these financial statements. The Company's loss for the year was £79.4m (2018: £235.8m) mainly due to the impairment of
subsidiary undertakings.

Details of the auditor's remuneration are disclosed in note 6 to the consolidated financial statements.

9. Directors’ emoluments, employee information and share-based payments

The remuneration of the directors is borne by Group subsidiary undertakings. Full details of their remuneration can be
found in the Directors’ Remuneration Report on pages 98 to 115.

Full details of the share-based payments charge and related disclosures can be found in note 21 to the consclidated
financial statements.

The Company had no employees during 2018 or 2018.
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10. Details of subsidiary undertakings
Proportion of Proportion of Proportion of Held by
ownership interest voting power held nominal value held Parent/
Name of subsidiary undertakings %0 % % Group
1P2IPO Limited 100.0 100.0 100.0 Direct
|P2IPO Carry Partner Limited 100.0 100.0 100.0 Indirect
IP2IPO Americas Limited 100.0 100.0 100.0 Indirect
IPZIPO FI Limited 100.0 100.0 100.0 Indirect
IP2IPO US Partners Limited 100.0 100.0 100.0 Indirect
IP Group Inc. 100.0 100.0 100.0 Indirect
" Top Technology Ventures Limited®? 100.0 100.0 100.0 Direct
Fusion IP Sheffield Limited 100.0 100.0 100.0 Indirect
Fusion IP Cardiff Limited 100.0 100.0 100.0 Indirect
IP Venture Fund (GP) Limited® 100.0 100.0 100.0 Indirect
{P Venture Fund Il (GP) LLP®™ 100.0 100.0 100.0 Indirect
IP Ventures (Scotland) Limited®? 100.0 100.0 100.0 Indirect
North East Technology (GP) Limitedt® 100.0 100.0 100.0 Indirect
IP2IPO Portfolio (GP) Limited®™ 100.0 100.0 100.0 Indirect
1P Capital Limited® 100.0 100.0 100.0 Indirect
IP2IPO Asia-Pacific Limited 100.0 100.0 100.0 Direct
IP2IPO Australia Pty Limited 100.0 100.0 100.0 Indirect
IP Group Greater China Limited 100.0 100.0 100.0 Indirect
IP2IPO Australia HP Pty Limited 100.0 100.0 100.0 Indirect
IP2IPO Australia Management Pty Limited 100.0 100.0 100.0 Indirect
IP Assist Services Limited 100.0 100.0 100.0 Direct
Parkwalk Advisors Limited 100.0 100.0 100.0 Direct
Touchstone Innovations Limited 100.0 - 100.0 100.0 Indirect
Touchstone Innovations Investment
Management Limited 100.0 100.0 100.0 Indirect
1P2IPO Innovations Limited 100.0 100.0 100.0 Indirect
Touchstone Innovations Investments Limited 100.0 100.0 100.0 Indirect
Innovations Limited Partner Limited 100.0 100.0 100.0 Indirect
IP2IPO Company Maker Limited 100.0 100.0 100.0 Indirect
Imperial Innovations Sarl 100.0 100.0 100.0 Indirect
Touchstone Innovations Businesses LLP 100.0 100.0 100.0 Indirect
IP2IPO Innovations 1 LLP 100.0 100.0 100.0 Indirect
IP2IPO Cayman Limited 100.0 100.0 100.0 Indirect
IPG USA (LP) Limited 100.0 100.0 100.0 Indirect
IP Group Holdco Inc 100.0 100.0 100.0 Indirect
IPG USA (GP) LLC : 100.0 100.0 100.0 Indirect
IPG USA Plan LLC 100.0 100.0 100.0 Indirect
IPG Cayman LP 89.0 89.0 89.0 Indirect
IP University Holdings L.LC 100.0 100.0 100.0 Indirect
Fed Impact LLC 100.0 100.0 100.0 Indirect
IPG USA SCO LP 100.0 100.0 100.0 Indirect
Fedlmpact LLC 100.0 100.0 100.0 indirect
IP2IPO Nominees Limited® ©100.0 100.0 100.0 Direct
IP2IPO Services Limited® - 100.0 100.0 100.0 Direct
LifeUK (IP2IPO) Limited® . 100.0 < 1000 100.0 Direct
IP Industry Partners Limited®” 100.0 100.0 100.0 Direct
Union Life Sciences Limited - Ordinary
shares 95.0 95.0 95.0 Indirect
Union Life Sciences Limited - Preference
shares® 100.0 100.0 100.0 Direct
Union Life Sciences Limited - Total 950 95.0 99.9 Indirect
Biofusion Licensing (Sheffield) Limited®? 100.0 100.0 100.0 Indirect
Fusion IP Nottingham Limited®< 100.0 100.0 100.0 Indirect
Fusion IP Two Limited®« 100.0 100.0 100.0 Indirect
Asterion Limited 66.8 66.8 66.5 Indirect
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10. Details of subsidiary undertakings continued

Proportion of Proportion of Proportion of Held by

ownership interest voting power held nominal value held Parent/

Name of subsidiary undertakings % %@ % Group
PH Therapeutics Limited 60.0 60.0 60.0 Indirect
Extraject Technologies Limited 60.0 60.0 60.0 Indirect
Stratium Limited 52.9 529 529 Indirect
IP Venture Fund |l L.P.M® 333 333 33.3 Indirect

@ Al holdiﬁgs are via Ordinary Shares unless separate classes are specified in the table.

@ Dormant/non-trading company.

@ Company/limited liability partnership engaged in fund management activity.

@) Acquired as part of the Fusion IP plc acquisition.

™ As detailed in note 1 to the Group financial statements, though less than 33.3% of beneficial and nominal interest is held by the Group, the

Group's position as fund manager to [P Venture Fund H L.P. means the Group fulfils the control criteria set out in IFRS 10 and the fund is
thus consolidated.

Not consolidated due to immateriality.

<

v

K4

(v

Shares which have no economic or voting rights attributed to them,

All companies above have their registered offices at The Walbrook Building, 25 Walbrook, London, EC4N 8AF unless
separately listed.

IP Group Inc: 1105 North Market Street, Suite 1800, Wilmington, DE 19801, USA.

IP Ventures (Scotland) Limited: 50 Lothian Road, Festival Square, Edinburgh, EH3 SWJ.

IP Assist Services Limited: Nexus, Discovery Way, Leeds, West Yorkshire, LS2 3AA.

MOBILion Systems Inc.: 105 N. Market St, Suite 1800, Wilmington, DE 19801, USA.

Asterion Limited: Nexus, Discovery Way, Leeds, West Yorkshire, LS2 3AA.

PH Therapeutics Limited: Discovery Way, Leeds, West Yorkshire, LS2 JAA.

Extraject Technologies Limited: Discovery Way, Leeds, West Yorkshire, LS2 JAA.

Stratium Limited: C/O Uhy Hacker Young Lanyon House, Mission Court, Newport, NP20 2DW.

Parkwalk Advisors Ltd: Warwick House, 25 Buckingham Palace Road, London, SW1W OPP.

Imperial Innovations Sarl: 17 Boulevard Prince Henri, Luxembourg, L1724.

IP2IPO Australia Pty Limited: Level 11, 1 Margaret Street, Sydney, NSW, 2000, Australia.

IP Group Greater China Limited: 6/F Alexandra House, 18 Chater Road, Central Hong Kong.

IP2IPO Australia HP Pty Limited: Level 11, 1 Margaret Street, Sydney, NSW, 2000, Australia.

IP2IPO Australia Management Pty Limited: Level 11, 1 Margaret Sireet, Sydney, NSW, 2000, Australia. .
IP2IPO Cayman Limited: Maples Corporate Services Limited, PO Box 309, Ugland House, Grand Cayman, KY1-1104, Cayman
Islands.

IP Group Holdco Inc: Corporation Trust Center, 1209 Orange street, New Castle, DE 19801, USA.

IPG USA (GP) LLC: Maples Corporate Services Limited, PO Box 309, Ugland House, Grand Cayman, KY1-1104, Cayman
Islands. ‘

IPG USA Plan LLC: Corporation Trust Center, 1209 Orange street, New Castle, DE 19801, USA.

IPG Cayman LP: Maples Corporate Services Limited, PO Box 303, Ugland House, Grand Cayman, KY1-1104, Cayman islands.
IP University Holdings LL.C: Corporation Trust Center, 1209 Orange street, New Castle, DE 19801, USA.

Fed Impact LLC: 251 Little Falls Drive, Wilmington, New Castle, DE 19808, USA.

IPG USA SCO LP: 13 Queens Road, Aberdeen, ABI5 4YL.

B

All companies above are incorporated in England and Wales with the exception of IP Ventures (Scotland) Limited
incorporated .in Scotland, IP Group Inc, MobillON Inc, IP Group Holdco Inc, IPG USA Plan LLC, IP University Holdings LLC
and Fed Impact LLC which were incorporated in Delaware, USA, IP2IPO Cayman Limited, IPG USA (GP) LLC and IPG
Cayman LP which were incorporated in the Cayman Islands, [P2IPO Australia Pty Limited incorporated in Australia, Imperial
Innovations Sarl incorporated in Luxembourg and IP Group Greater China Limited incorporated in Hong Kong.

All companies above undertake the activity of commercialising intellectual property unless stated otherwise. All companies
are consolidated into the Group’s financial performance and position following the acquisition method bar those specified
which are omitted due being immaterial.
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11. Details of significant holdings and associated undertakings = - .
) Proportion
LT e e e e e . of nominal | Held by
S S _ ' . , : ©o valye held -Parent/
'Name of undertaking" " " Registered address’ . T . %™ LU Group
IP Venture Fund® ) 10.0% . -Group
v -8Power Limited .7 ~ 235%  Group
. Absynth Biologics Limited: 39.9% Group
A ordinary shares ‘ 37.4% 4‘ Group
B ordinary shares . 100.0% Group
Ordinary shares . | 433% Group
. Accelercomm Limited: © . 39.0% ~ Group
"A-ordinary shares - - ' - 140.0% - -.-- Group
Ordinary shares: ‘ - 38.4% - _Group
Actual Expérience plc T 214% ~ Group
Alesi Surgical Limited: . 287% Group
: Bshares - .. - 100.0% = Group
Ordinéry shares N 57.0% ) ‘,ﬂGroup
Preferred B shares " 9.7% " Group
.. Preferred ordinary shares 40.3% . Group
.- Amaethon Limited: - - T 2276% -- Group
’ JA ordinary shares; :52.9% Group
...B ordinaryshares.. _ ~276% . = -Group
Ordinary shares 0.0% Group
Anacail Limited: - 39.7% ., Group
. A shares - . » 40.7% Group
v ‘Ordinary shares - C- 38.8% " . Group
... . AnywhefeHPLC Limited™ ™ =" ~.. 50.0% . ....Group - .
" “Apcintex Limited: ©T319%7 77 T'Group
A preférénce sbafes 47.5% Group
B ordinary shares 0.0% Group
Ordinary shares - 0.0% Group
Aperido Pharma Limited L 481% " Group
L . S - N .
Apt_atek Biosc‘ien};es, Inc.’ . 40% . Group
. Agdot Limited: * 456% ‘Group
~ EISshares . - . 0.0% Group
_\',‘\Ord‘ina\.r\y shares 0.0% ... Group
" Preferred shares 797% . . Group
Arkivurm Limited '+ 33.7% Group
Art of Xen Limited: +-83.5% - Group
A preference shares 100.0% Group
B preference shares - 100.0% Group
Asterion Limited * 66.8% Group
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11. Details of significant hoidings and associated undertakings continued

e _— .Proportion =
L : " of hominal Held by
Do emm e T o value held ©~  Parent/
Name of undertaking Registered address %® Group
Autifony Therapeutics Limited: : 27.6% Group
Ordinary shares. » + - . 29%. . Group- - -
A p[eference shar.es ) 38.4% Group
A2 prefe‘rence"shares - 0.0% e Grodp
A3 preference shares- 35.5% Group |
Azuri Technologdies Limitéd: 31.7% Group -
A préfergnce.sﬁam‘a/s 29.5% Group
Ordinary shares 37.4% Group
Boxarr. Limited . 45.4%, Group
Bramble Energy Limited . =~ 24.2% “Group ”
Cagen Limited ) 22.5% - “Group
Calcic9 Therapeutics Limited: 41.5% . Group
A shares | 50.0% Group
Ordinary shares v T 0.0% T Group |
Seed preference shares 33.3% Group.
Capsant Neurotechnologies 50.0% - . Group -,
Limited ) . )
Cardia'n_,L'imited:" v 34:5% = Group -
A p}éfé}Feaféhéfes 100.0% Group
Orcﬁiné’ry shares 13.6% Group
C-Capture Limited: 37% Group
A’bref)er‘e"rlcé :sﬁarés 37% Groub_u
A preference (NV) shares 100.0% Group
Ordinéry sh,ares“ . 26.7% - - . ~Group
Cell Medica Limited: - 246% - - --Group
A p{e}f.(B}ankJ) shares. IS.Q% Group
A pref (Rank 2)'shares "~ 100.0% : Group
B preferencg shares 30.0% | Group .
C preference shares 228% . Group ..
BCM preference shares 0.0% . Group.
Ordinary shares "~ © 29.7% ~Group” <
Celltron.Networks Limited 30.0%.. Group
Chip Diagndstics, Inc. 47.0% " "Group;
Chromosol.Limited . - 34.6% Group, ;..
Clarity Vision Technologies, inc. © B51.2% i Group
Creavo Medical Technologies ~37.8% Group i
Limited: et
A shares .100.0% k Group
Ordinary shares 38.2% Group
Z shares 0.0% Group

178 1P Group plc Annual Report and Accounts for the year ended 31 December 2019



bt OUR
FINANCIALS

11 Detauls of significant holdmgs and assocuated undertakmgs continued

BN N . C e S e PR .. . . v m e i Propornon .
of nominal - Held by
value held - Parent/

Name of undertaking * %® Group
Crysalin Limited: ' 285% . Group
" A shares ‘0.0%  Group
B shares " ‘00% * Group
C shares "0.0% " Group
1D éhares” 0.0% Group
Ordinary shares 30.6% Group
Cynash, Inc.. . . . 75.6% . Group
Deep Matter Group plc: ) 27.8% Group
OAS ordlnary shares 0.0% - Group
Ordmary shares 27.8% Group
Defenition Limited: - | 495% ° Group
B ordlnary shares e e './ % -100.0%. . . Group
Ordmary shares ‘485%. .. . Group
‘Diurnal Group plc IR .7401% .. .. . Group
) " Dynamic VISIOh Systems 21.5% "’ Group

“ Limited- <
" Eéonic Technologies Limited: © 49.7% - " Group
) ';“-_A ordinary-shares 52 883% . . -..-Group
e preference shares ) L4l 2% " Group
B preference shares 50 O% S Group
" . C preferénce shares S +429% .- Group
- Ordinary shares 5.9% Group
. "Edgetic Limited: '558% ¢ Group
~Ordinary shares «x-+55.8%. .- Group
= * B ordinary shares - 100.0% . Group
‘Enachip, Inc’ - 46.7% . Group
Enterprise Therapeutics Limited: o 279% . Group
. \.,Oi'dinary shares 0.0% . Group
. Series A-shares 47.6% . . Group
. Series B shares .16.4% ... Group
Epstlon -3 Bio Limited: 22.6% ~ . Group

A preferred shares

Ordinary shares . 281% . Group
. Exyn Technolagies, Inc. . 46.6% .  .Group
FaultCurrent Limited:" 375% .- ., Group
A shares & 358% v Group
Ordinary shares “"25.7% Group
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1. Detaals of sagmﬂcant hoidmgs and assoc:ated undertakmgs continued

same e e < R
a ’

Proportlon .
' . of nominal.- - =~ Held by
S oo T : e, . L . o value held Parent/.. .
Name of undertaking . - Registered address . co : - %"’ “'Group
Featurespace Limited: = = - " 27.5% “~Group .
A prefenence shares 33% Group.
B preference shares - 646% T " Group 7S
c preference shares 636% ... Group
D preference shares 39.6% A Group
E preference shares 8.6% Group
F preference sharesi-. « 1.7% Group
Ordinary shards ™" 7" " T 00% “Group
X ordinary shares 41% Group
First Light Fusion Limited: 35.9%": Group -
Ordinary shares . ' 375% " Group
A ordinary shares 0.0% Group
Fluid Pharma Limited: 40.3% Group-- ¢
Ordinary shares: - =~ % 39.6% - Group» .+ ¢
B ordinary:shares -." ¢ 871% Group"“‘
Garrison Technology-Limited: 23.4% Group’
A preference shares 94.9% " Group
Al preference shares 25.0% Group
A2 preference shares  * 32.9%~ ' Group
B preference shares. 14.0%  Group
Ordmary shares . < ...0.0%. . .. .Group
Gripable Limited 2", .. . 38.9% Group -~
Helio Display Materials Limited 21.3% Group
12L Reseafch lelted'. '31.(5%_ Group
A ordinary shares. f} - 84.0%. . . ..Group
B ordmary shares ' 13.3% k Group
Ordlnary shares 0.0% 4 Group
Ibex I‘nnovatlor],isﬂ‘Llrgited 38.5% Group
leso Digital Health Limited: . . . 851% Group ...
A preference shares 46.9% Group
A ordinary shares 85.1% Group
B ordinary shares 0.0% Group
Ordinary shares 18.7% Group
lksuda Therapeutics Limited: 551% Group' -
I LA SV OIS O Gk
A QOrdinary shares 500% - Group
Ordinary shares 56.5% Group ™"
Impression Technologtef 55.9% Group
Limited:
Ordinary shares 476% Group
Series A shares 62.5% Group
Series B shares 50.0% Group
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11."Details Of’significant holdings and associated undertakings continued =

Name of t.ih;:!'ertaking

Inivata Limited:

. A preference shares

Ordinary shares - -+~ ~ -

Series A shares,
° . Series B shares” * " =~

Propqrtion IR
Held by

" . Instrumems, Inc.

.. lonix Advanced Technologles
- Limited: S e

~ B ordmary shares
- Ordlnary shares

N T

Ipalk SAS,

IR Pharma Limited

Istesso Limited:
A shares .
» -~QOrdinary shares

Kira Biotech Pty Lirnited

. Lorem Pharmaceuticals Inc.

A

Lumiode, Inc.

“Magnomatics Limited:
A'shares

. Bshares.. . ... . .. ..

'~ C'shares - - - =
Ordinary shares

Médaphor Group plc

Microbiotica Limited: .

Sked shares
Ordinary shares ~

M:sston Therapeutlcs lented
N preference shares
. B preference shares

C ‘preferenlce shares
‘Ordinary shares

o

-~

Mixergy Limited

MOBILion Systems, Inc.
A preferred stock
Common stock

Nascient Limited:

_Ashares o
Ordinary shares
Preferred shares = . ‘

e - of nominal*
’ value heid Pa_lrent/
Registered address %© Group
£ 281% Group
' 375% . . Group
0.0% > - - Group
317% Group
26.0% “ Group.
43.4% Group
34.4% Group
100.6% ~--- -Group
34.3% Group
23.5% Group

. 280% . Group
44.9% Parent
75.6% Parent

- 42:7% - - Parent
- 100% Group
;- 3416% "Group
49.7% " Group
44.5% Group
521% Group
100.0% . .. .Group
100.0% .. Group
©248% -~ Group

' 25.8% Group
26.9% '-1 ) Group

- 39.8% " Group
- 0.0% "'Group
20.2% Group

L 225% ... - - Group
.22.5% . .Group
22.5% <Glroup

. .0.0% ,'Group

. 27.9% . .. Group
<52.6% Group
" 42.8% Group
100.0% Group
70.5% Group
0% Group

25% Group
100% Group
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1. fD'l'fégaixﬁsﬂ of significant holdings and associated undertakings continu_eéj

Proportion e
. ‘s v e of nominal Held by
L S ST oL e s o o v L s value Weld . Parent/
Name of undertaking. - Registered address - . %0 Group - .
NGenics Global Limited . 307% Group
Optimeos Lifé Sciendes, Inc 418% ' Group
Oxehealth Li'mit‘ed":v‘ 34.6% - Group ,
Oxford Biotrans Limited: 42.3% Group™ *"
Ordinary shares 13.7% " Group
Seed preferred shares 70.4% Group
OxSyBio Limited: . .. ..439% . .. Group .
Ashares™ . L 100.0% = . Group’
. Ordin‘arf/l §h§rés o 45.8% : Grou'p“
Preference shares 400% Group
Oxular Limited: 27.0% Group’
A preferred shares 441%  Group |
Ordinary shares ... .. .. 0.0% . Group
Perachemeoldings pic: 46.2% . Group
Convertible preferred shares 0.0%- - - »Group.
Ordinary shares 46.2% Group

Perlemax Limited = "~

7 345% © "7 Group©

Ordinary shares L

Process Systerns. Enterprise
Limited = . . :

Perpetuum _Lirlnitedf 22.0% Group
Ord!néw shares. . . .. .. 331% . Group o
Series B shgges ‘ 13.4% Group
Series C'shares - - -~ 304% - - Group - -
Series Gl shares -~ = - -0.0% -+ ~Group -
Preferénce shares 0.0% ~ Group |

PH Therapeutics Limited 60.0% Group

Polar OLED Limited: 350%. .  Group
A shares 55.9% . Group - -

327%. .~ Group ., -~
23.3% Group - -

333%  Group

Quantima Limited

Quantum Mation Technologies 20.3% Group

Limited: * v C ' .
B Ordinary sharés’ 00% . Group,
Ordinary shares (21.2%. - . Group, o

Reinfer Limited: 3 231%. - Group
Seed Preference shares 73.3% Group
Ordinary shares 0.0% Group

Relitect Limited 33.4% Group
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11. Details of significant holdings and associated undertakings continued

Proportion

of nominal Held by

B o value held Parent/

Name of undertaking Registered address ' % Group

Riotech Pharmaceuticals 20.3% Group
Limited

Riptron Limited 33.3% Group

Saw DX Limited 35.0% - Group

Seren Photonics Limited: - 26.8% ‘Group

A Ordinary shares 491% Group

B Ordinary shares 0.0% Group

Silicon Microgravity Limited: 27.7% Group

.. AOrdinary shares . 7 .. 00%- ... .Group

. B Ordinary shares . . .00%. . -Group

.Ordinary shares , o 0.0%. .~ Group

.+ B Preference shares - e AT72% Group

. " “Seed Prefefred shares: T 7109% Group

Spinetic Energy Limited 296% Group

_Stratium Limited . .. 571% Group

Surrey Nanoss/stems Lirnited: . 214% . Group

- K Ordinary shares - - - 174% - Group

A2 Ordinary shares ’ 9.1% Group

‘Ordinary shares - -345% - ~- > Group

Sweetgen Limited 25.0% " Group

l Telectica Limited: 26.4% ~ Group

. _Oard‘ihary shares "0.0% N éroup

T A Ordinary shares’ © 00% :- -~ Group

" Seed Preferred shares 905%  Group

Therapeutic Frontiers Limited 258% . Group

Topivert Limited: 29.4% ‘Group

A Ordinary shares “100.0% " Group

‘A"Prefere'h‘c'e shares 'FV'O.O% " Group

" Bl Preférred shares " 24.0% ) "Group

"' B2 Preferred shares 371% * ‘Group

>O?dinary shares 2.3% éroup

\Ub{iquigent Limited 39.3% ., Group

“UltFahaptics Holdings Ltd:

o 277% . Group

B Ordinary shares s {QO% s Group
Ordinary shares - » - 48.4% o Group

C Preference shares 1.8% Group
Preference shares 26.6% Group
Uniformity Labs, Inc. 25.8% Group

-+ Uniphy Limited ~ « " 39.1% Group
" 'Ashares 7 - ‘ 16.0% Group
. __Ordinary shares ‘ 39.1% Group
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11. Detéils of sagmﬁcant hoidmgs and assoc:ated undertakmgs contmued .
T Proportion . R
- o, of nominal , Held by
. value held Parent/
Name of undertaking .__. ¢ _ __Registered address « - '_“<'_ [ & ‘- .- e %0 . Group.
Wave Optics Limited: 201% GrouE)
A Ordlnary shares 5.8% Group a
B Ordinary shares 39.3%" Group
B1 O.r‘d’inary shares " 25, 9% " Group
(o] Ordmary shares A S. 8% Group
C2 Ordmary shares 0. 0% Group
Ordinary shares __ _ ... .0.0% .. _—.Group " .
Yoyo Wallet eruted . 39.6% Group
Ordlnary shares _—' L T ——IO%- - - Group
’ Serles1 Seec{ shares 3 9% e Groug‘
Serles 2 Seed shares 777% " Group,
Serres A Preferred shares 83.8% Group
Serles B Preferred shares .— ~33.3%;4- B Group‘:- -
Series 82 Preferred shares— - -333%-- - Group -
Zeetta Network_s len:uted 26.6% Group
Ordinary shares 12.3% Group
Preference shares 33.9% Group
@ Al heldingsTare via- Ordrnary Shares unless separate cIas;es are specrﬁed in the table” — T P - - - e
@ A fund in 'which the Group is a Ilmxted partner Proportlon of nommal value stated is equrvalent to capltal contnbuted tothe -~ =~ — - ~*
partnershlp in questlon . . ", " ._ " i . Cae e - R
All compame‘s‘aro.c;ve.are lncorporated in the Unlted ngdom wrth the exceptlon of Aptatek 8losc|ences Inc Chlo Cxu
Diagnostics, inc., Clarity Vision Technologies, Inc., Cynash, Inc., Enachip, Inc., Exyn Technologies, inc., Instrumems, Inc.,
Lorem Pharmaceuticals, Inc., Lumiode, Inc., MOBIiLion Systems, Inc., Optimeos Life Sciences, Inc. and Uniformity Labs, Inc. 3
which were incorporated in Delaware, USA, Ipalk SAS which was incorporated in France and Kira Biotech Pty Limited which -
was incorporated in Australia. The significaﬁt influence noted above has been determined in line with IAS 28 and Schedule 4.
of Tpe L‘argge ,.ancf M_eqium;sirg_ed Compan_ies and Grou‘ps‘ (Accpulnts and Reports) Regulations 20C8.
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COMPANY INFORMATION

Company
registration number
04204490

Registered office
The Waibrook Building
25 Walbrook

London

EC4N 8AF

Directors
Sir Douglas Jardine Flint
(Non-executive Chairman)

Alan John Aubrey
(Chief Executive Officer)

Michael Charles Nettleton Townend
(Chief Investment Officer)

Gregory Simon Smith
(Chief Financial Officer)

David Graham Baynes
(Chief Operating Officer)

Jonathan Brooks
(Non-executive Director)
(resigned from the Board on
10 March 2020)

Dr Caroline Anne Brown
(Non-executive Director)

Heejae Richard Chae
(Non-executive Director)

Aedhmar Hynes
(Non-executive Director)

Dr Elaine Sullivan
(Non-executive Director)

Professor David Knox Houston Begg
(Senior Independent Director)

Company secretary
Angela Leach
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Brokers

Bank of America Merrilli Lynch
Financial Centre

2 King Edward Street

London

ECIA THQ

Numis Securities Limited

The London Stock Exchange Building
10 Paternoster Square

London

ECAM LT

Joh. Berenberg, Gossler & Co. KG
60 Threadneedle Street

London

EC2R 8HP

Registrars

Link Asset Services
The Registry

34 Beckenham Road
Beckenham

Kent

BR3 4TU

Bankers

Royal Bank of Scotland
PO Box 333

Silbury House

300 Silbury Boulevard
Milton Keynes

MKQ 2ZF

Solicitors
Pinsent Masons LLP
30 Crown Place

Earl Street

London

EC2A 4ES

independent auditor
KPMG LLP

1S Canada Square
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