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Report of the directors

The directors present their report and the financial statements of Oxford Immunotec Limited (the
“‘Company”) and subsidianes (together the "Group”) for the year ended 31 December 2012

Principal activity and business review
The principal activity of the Group 1s the development and supply of clinical diagnostic products

There was a consolidated loss for the year after taxation amounting to £9,733,000 (2011 loss of
£7,912,000)

The Group's key financial and other performance indicators durning the year were as follows

2012 2011 Change
£000 £'000
Turnover 13,403 7,970 68%
Loss after Tax {9,733) (7,912) 23%
Shareholders’ Funds 6,328 3,950 60%
Average number of employees 131 97 35%

Turnover increased by 68% in the year reflecting an increase in the customer base and market
penetration for the core product, T-SPOT 7B

The total average number of employees increased 35% dunng the year

Principal Risks and Uncertainties
The Group’s business has a number of key nsks including, but not imited to, the following
Regulatory rnisk

The diagnostics industry 1s regulated by governmental authorities in the EU, US, Japan, Canada and
the rest of the world and 1s influenced by medical reimbursement institutions and policies as well The
cere product, T-SPOT TB has received regulatory approval in the US, EU, Canada and Japan but
there remains the risk that other requlatory approvals may not be granted, impacting the ability of the
Group to expand into the markets concerned In markets where regulatory approvat has been
received, the growth and profitability of the Group and i{s products are expected to be continually
influenced by the reimbursement polictes and prices in those markets

Sales and marketing nsk

The task of introducing new diagnostic information for physicians to use involves a great deal of
education of the medical community and adoption by that community of medical practices that utilise
such information  The rate and cost of such adoption can have a significant impact on the Group's
ability to grow and generate profits in the future
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Report of the directors (continued)

Principal Risks and Uncertainties (continued)
Competitive nsk

The Group 1s competing with both new and conventional technology for detecting tuberculosis In
addition, the Company competes in general with pharmaceutical companies, biotechnology companies,
public and private universities and research organizations actively engaged in the research and
development of new diagnostic technologies Many of these orgamizations have greater financial,
manufactunng, marketing and human resources than the Group

Financing nsk

Until it has adequate sustainable revenue from marketed products, the Group 1s dependent upon
raising new equity or debt financing to execute its long term business plan Historically, equity
financing has been sourced from the Group’s shareholders and new venture capital investors, but the
nsk remans that such finance may not be available on acceptable terms or at all Debt financing has
been available from banks, but the nsk remains that bank debt may not be available on acceptable |
terms or at all ;

Foreign Exchange nsk

As a consequence of the Group generating the majonty of its revenues from overseas markets, two
forms of currency exposure, transactional and translational, anse

Transaction exposure anses when transactions are entered into denominated in currencies other than
sterling Transaction exposures are identified and managed where possible by matching income and
expenditures

Translation currency expaosure arises within the income statement on translation of the resuits of
overseas subsidianes into sterling for consolidated reporting purposes The Group reduces its
translational currency exposures by means of matching assets and liabilities where possible

Reimbursement

In the United States, we do not bill patients for whom our diagnostic test services are ordered in the
same manner we bill hospitals and clinics for the diagnostic test services they order In general, these
transactions involve insurance entities (such as Medicare, Medicaid and private health insurers) who
nominally reimburse their patients for the cost of medical services ordered for them by a physician but
who n practice have a wide range of policies and procedures they utilise to pay service providers
directly on behalf of their patients

As noted below, we report revenues from this segment of our business based on the amount expected
to be collected after the application of the policies and procedures invoked by insurance entities In
each calendar quarter, we review our historical collection experience taking into account these polictes
and procedures and adjust our expected revenues for current and subsequent pertods accordingly

In all segments of our business, prices for our services and reimbursement rates for patients are
subject to negatiation and change and any reductions would decrease our revenues and adversely
affect our results of operations and financial condition

Financial Credit nisk

The Group 1s exposed to credit-related losses in the event of non-performance by counterparties, but
does not expect any counterparties who buy kits, or any hospitals or clinics who buy testing services,
to fall to meet their obligations

Billing patients for diagnostic services 1n the United States 1s, however, a complex process which may
involve credit nsk and long collection cycles as a result of negotiations with insurance entities These
uncertainties create risks in our collection efforts, including potential wnte-offs of doubtful accounts
and long collection cycles for accounts receivable
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Report of the directors (continued)

Future Developments

The directors continually evaluate the policies and strategies needed to continue the Group’s revenue
growth They expect that 2013 wili show further sales growth In its existing and new markets

Results and dividends

The directors do not recommend the payment of a dividend

The directors of the Company

The directors who served the Company duning the year were as follows

R Sandberg

P Wrighton-Smith

M Steinmetz

R Strohmenger

J Gee (resigned 15 June 2012)

V Lathi

N Pitchford (zppointed 15 June 2012)

A Duncan

S Spotts

New Media Spark Directors Ltd (appointed 15 June 2012)

At 31 December 2012 directors held the following beneficial interests in the shares of the Company

Ordinary ‘A’ Ordinary F Preferred G Preferred

Shares of Shares of Ordinary Ordinary

£0 001 each £0 001 each Shares of Shares of

£0 001 each £0 001 each

P Wrighton-Smith 1,805,480 79,750 - -
R Sandberg 115,049 - 2,725 5,318

Additionally directors held the following options over ordinary shares at 31 December 2012

Exercise price Earliest exercise date  Date options [apse
No per share

Peter Wrnighton-
Smith 1,375,376 £001 1 Apnl 2010 31 March 2020
1,292,963 £0 075 1 January 2013 31 December 2022
Richard 253,365 $0 013 1 April 2010 31 March 2020

Sandberg

29,371 $0 013 24 October 2007 23 Qctober 2017
93,853 3012 1 January 2013 31 December 2022

Steve Spotis 170,048 5004 1 January 2011 31 December 2020
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Report of the directors (continued)

Directors’ responsibilities

The directors are responsible for preparing the Report of the Directors and the financial statements In
accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that
law the directors have elected to prepare the financial statements in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law)
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 Company and of the profit or
loss of the Group for that period  In prepanng these financial statements, the directors are required to

select suitable accounting policies and then apply them consistently,
make judgements and accounting estimates that are reasonable and prudent,
state whether applicable accounting standards have been followed, subject to any matenal
departures disclosed and explained m the financial statements, and

e prepare the financial statements on the going concern basis unless it 1s inappropnate to
presume that the Company will continue in busmess

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the Company's transactions and disclose with reasonable accuracy at any time the financial
position of the Company and enable them to ensure that the financial statements comply with the
Companies Act 2006 They are alsc responsible for safeguarding the assets of the Company and
hence for taking reasonable steps for the prevention and detection of fraud and other irregularnities

The financial statements have been prepared on the going concern basis, which assumes that, for the
foreseeable future, the Group and the Company will continue In operation and he able to meet its
labilities as they fall due In concluding that it 1s appropnate to adopt the going concern basis the
directors considered the following matters

» Cash flow forecasts for the 12 month penod from the date of signing these financial
statements, and

s The receipt of further funding in May 2013 and settlement of prior bank funding in May
2013, as descnbed in the Note entitled Post Balance Sheet Events

Based on current financial forecasts, the Group and the Company expect to be cash-generative during
2014 and the recently completed loan and working capital facilities are expected to support the
company through to cash generation

FRS 18 “Accounting Policies” requires the Directors to disclose “matenal uncertainties related to
events or conditions that may cast a significant doubt upon the Group’s ability to continue as a going
concern”  After careful consideration of FRS 18 and the Financial Reporting Council's “Going
Concern and Liquidity Risk Guidance for Directors of UK Companies 2009" guidance, the Directors
consider that no matenal uncertainties exist

The Directors have a reasonable expectation, based on financial forecasts and the current loan and
avallable working capital facilities at the date of signing the financial statements, that the Group and
the Company will have adequate resources to continue in operational existence for the foreseeable
future Accordingly, the Board considers that the business I1s a going concern and continues to adopt
the going concern basis in preparing the financial statements

Research and Development

Research and development 1s concentrated on customer support for T-SPOT 7B, and development of
complementary products to T-SPOT T8
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Report of the directors (continued)

Post Balance Sheet Events

On 4 January 2013, the Group closed the second and final tranche of the June 2012 financing for $11
million

On 1 March 2013, Oxford Immunotec, Inc signed a five year lease for a new US corporate
headquarters The lease term runs from June 2013 to October 2018 Annual lease costs are
approximately $275,000

On 24 May 2013, the Group closed a $12 million loan with Square 1 Bank, with varying matunties from
two to four years 36 million of the loan 1s term debt secured by company assets, $5 million I1s
collateralized by Trade Debtors and $1 million requires the group to meet certain revenue targets The
previously existing bank loan has been paid in full

Disclosure of information to the auditors

So far as each person who was a director at the date of approving this report 1s aware, there Is no
relevant audit snformation, being information needed by the auditor in connection with preparing its
report, of which the auditor 1s unaware Having made enquiries of fellow directors and the Group
auditor, each director has taken all steps that he 1s obliged to take as a director in order to make
himself aware of any relevant audit information and to establish that the auditor is aware of that
information

Auditors

In accordance with section 406 of the Companies Act 2006, Ernst & Young LLP will be reappointed as
auditor to the Group

BY ORDER OF THE BOARD

ey

Peter Wrighton-Smith
Chief Executive Officer

31" May 2013
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Independent auditor’s report to the members of
Oxford Immunotec Limited

We have audited the financial statements of Oxford Immunotec Limited for the year ended 31
December 2012 which comprise the Group Profit and Loss Account, the Group and Parent Company
Balance Sheets, the Group Cash Flow Statement and the related notes 1 to 21 The financial reporting
framework that has been applied in therr preparation 1s applicable law and United Kingdom Accounting
Standards (United Kingdom Generally Accepted Accounting Practice)

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

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilittes Statement set out on page 8, the directors
are responsible for the preparation of the financial statements and for being satisfied that they give a
true and fair view Our responsibility is to audit and express an epinion on the financia! statements in
accordance with applicable law and International Standards on Auditing (UK and Ireland) Those
standards require us to comply with the Auditing Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit iInvolves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from matenal
misstatement, whether caused by fraud or error This includes an assessment of whether the
accounting policies are appropnate to the groups and the parent company’s circumstances and have
been consistently applied and adequately disclosed, the reasonableness of significant accounting
estimates made by the directors, and the overall presentation of the financial statements In addition,
we read all the financial and non-financial information in the financial statements and related notes for
the year ended 31 December 2012 to identify matenal inconsistenctes with the audited financial
statements If we become aware of any apparent matenal misstatements or inconsistencies we
consider the implications for our report
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Independent auditor’s report to the members of
Oxford Immunotec Limited (continued)

Opinion on financial statements
In our opinton the financial statements

» give a true and fair view of the state of the group’s and of the parent company’s affars as at
31 December 2012 and of the group’s loss for the year then ended,

» have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice, and

» have been prepared in accordance with the requirements of the Companies Act 2006
Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Directors’ Report for the financial year for which the finaneial
statements are prepared s consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires
us to report to you if, in our opinion

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

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

» certain disclosures of directors’ remuneration specified by law are not made, or

» we have not received all the information and explanations we require for our audit

Unt ¥ oy oW

Kevin Harkin (Senior statutory auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor
Reading

4 1\»-”'!— 220
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Group Profit and Loss Account

2012 2011

Note £'000 £'000

Turnover 2 13,403 7.870
Cost of sales (7,754) (5,002)
Gross profit 5,649 2,968
Other operating charges (15,444) {11,033)
Other operating income 3 49 63
Operating loss 3 (9,746} (8,002)
Interest receivable 1 1
Interest payable and similar charges 7 (100) (3)
Loss on ordinary activities before taxation (9,845} (8,004)
Tax credit on loss on ordinary activities 6 112 92
Loss for the financial year 18 (9,733) (7,912)

All operations are continuing

There were no recognised gains and losses for the year ended 31 December 2012, other than the loss
for the financial year of £9,733,000 (2011 loss of £7,912,000)

The accompanying notes form part of these financia! statements
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Group Balance Sheet

Fixed assets
Intangible assets
Tangible assets

Current assets
Stocks

Debtors

Cash at bank

Creditors' amounts falling due within one year
Net current assets
Total assets less current habilities

Creditors: amounts falling due after more than one year

Capital and reserves
Called-up share capital
Share premium account
Share option reserve
Profit and loss account

Shareholders' funds

Note

10
11

12

13

17
18
18
18

Approved by the Board on 31* May 2013 and signed on their behalf by

o

Peter Wrighton-Smith
Chief Executive Officer

The accompanying notes form part of these financial statements

11

2012 2011
£°000 £'000
323 285
1,354 845
1,677 1,130
1,914 1,510
4,061 2,231
8,153 1,733
14,128 5474
(9,347) (2,545)
4,781 2,929
6,458 4,059
(135) (109)
6,323 3,950
63 46
59,416 47,356
632 605
(53,788) (44,057)
6,323 3,950
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Company Balance Sheet

Fixed assets
Investments
Intangible assets
Tangible assets

Current assets
Stocks

Debtors

Cash at bank

Creditors. amounts falling due within one year
Net current assets
Total assets less current Liabilities

Creditors: amounts falling due after more than one year

Capital and reserves
Called-up share capital

Share premium account
Share option reserve
Profit and loss account

Shareholders’ funds

Note

w

10
11

12

13

17
18
18
18

Approved by the Board on 31* May 2013 and signed on ther behalf by

e

Peter Wrighton-Smith
Chief Executive Officer

The accompanying notes form part of these financial statements

12
2012 2011
£'000 £:000
170 151
323 285
187 180
680 616
1,332 1,174
28,530 19,777
7,456 1,375
37,318 22,326

(6,986) (1,453)
30,332 20,873
31,012 21,489
31,012 21,489
63 46
59,416 47,356
634 606

(29,101) (26,519)
31,012 21,489
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Group Statement of Cash Flows

Note

Net cash outflow from operating activities 21 (a)

Returns on investment and servicing of finance
Interest received
Interest element of finance lease rental payments

Taxation
R & D tax credit received

Capital expenditure and financial investment

Payments to acquire intangible fixed assets
Payments to acquire tangible fixed assets

Net cash (outflow) before management of iquid resources and
financing

Financing

Issue of ordinary share capital (net of 1ssue costs)
Repayment of capital element of finance leases

Net cash inflow from financing

Increasel/(decrease) in cash

The accompanying notes form part of these financial statements

13

2012 2011
£7000 £000
(4,385) (8,233)
1 1
(100) (3)
(99) (2)
194 132
(105) (44)
(995) (577)
(1,100) (621)
(5,390) (8,724)
12,077 6,193
(1 (61)
12,076 6,132
6,686 (2,592)
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Notes to the financial statements

Principal Accounting Policies
Basis of accounting

The financial statements have been prepared under the historical cost convention The pnncipal
accounting policies of the Group and the Company have remained unchanged from the prior year

The financial statements have been prepared on the going concern basis, which assumes that, for the
foreseeable future, the Group and the Company will continue In operation and be able to meet its
liabiities as they fall due In concluding that it 15 appropnate to adopt the going concern basis the
directors considered the following matters

» Cash flow forecasts for the 12 month period from the date of signing these financial
statements, and

» The receipt of further funding in May 2013 and settlement of prior bank funding in May
2013, as described in the Note entitied Events after the Balance sheet date

Based on current financial forecasts, the Group and the Company expect to be cash-generative during
2014 and the recently completed loan and working capital facilities are expected to support the
company through to cash generation

FRS 18 “Accounting Policies” requires the Directors to disclose “matenal uncertainties related to
events or conditions that may cast a significant doubt upon the Group's ability to continue as a going
concern”  After careful consideration of FRS 18 and the Financial Reporting Council's “Gaing
Concern and Ligquidity Risk Guidance for Directors of UK Companies 2009” guidance, the Directors
consider that no matenal uncertainties exist

The Directors have a reasonable expectation, based on financial forecasts and the current loan and
avallable working capital facilities at the date of signing the financial statements, that the Group and
the Company will have adequate resources to continue 1n operational existence for the foreseeable
future Accordingly, the Board considers that the business i1s a going concern and continues to adopt
the going concern basis in preparing the financial statements

Basis of consolidation

The Group financial statements consolidate the financial statements of Oxford Immunotec Limited and
its subsidiary undertakings drawn up to 31 December each year No profit and loss account Is
presented for Oxford Immunotec Limited, as permitted by section 408 of the Companies Act 2006 The
loss after taxation of the Company for the year ended 31 December 2012 was £2,583,000 (2011 -
£1,831,000)

The Group profit and loss account and Group statement of cash flows include the full year results and
cash flows of Oxford Immunotec Inc and Oxford Immunotec KK since its incorporation on 22nd June
2012

Oxford Diagnostic l.aboratories (UK) Limited has remained dormant since its incorporation in 2011
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Notes to the financial statements

Principal Accounting Policies (continued)

Turnover

Turnover 1s the total amount receivable by the Group and the Company for goods supplied and
services provided, excluding VAT We recogmse revenues when the goods are received by the
customer or when the service 1s performed, the pnice Is fixed or determinable, persuasive evidence of
an arrangement exists and collectability of the resulting recevable 1s reasonably assured We report
revenues from patient testing in the United States based on the amount expected to be collected In
each reporting perod, we review our histoncal collection expenence for insurance payers and adjust
our expected revenues for current and subsequent periods accordingly

Cost of Sales

Cost of sales includes raw matenals, manufacturing, service and quality costs directly related to
turnover

Research and development

Research and Development expenditure 1s wrtten off as incurred, except that development
expenditure incurred on an individual project 1s camed forward when its future recoverability can
reasonably be regarded as assured Any expenditure carned forward 15 amortised tin line with the
expected future sales from the related project

Intangible assets and related amortisation

Intangible assets acquired separately from a business are capitalised at cost Intangible assets,
excluding development costs, created within the business are not capitalised and expenditure 1s charged
to the profit and loss account in the year in which it 1s incurred

Amortisation i1s calculated so as to wnite off the cost of an asset, less its estimated residual value, over
the useful economic life of that asset as follows

Licences 10% - 20% per annum straight line
Investments

Fixed asset investments comprise investments in subsidianes and are stated at cost less provision for
impairment

Tangible fixed assets and related depreciation

Property, plant and machinery 1s stated at cost less accumulated depreciaton and accumulated
imparrment losses Such cost includes costs directly attributable to making the asset capable of
operating as intended

Depreciation 1s calculated so as to write off the cost of an asset, less its estimated residual value, over
the useful economic life of that asset as follows

Plant, machinery and shippers 25% - 33 3% per annum straght line
Leasehold improvements 25% per annum or the remaining term
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Notes to the financial statements

Principal Accounting Policies (continued)
imparrment of tangible fixed assets and investments

Assets that are subject to amortisation or depreciation are reviewed for imparrment whenever events
or changes in circumstances indicate that the carrying amount may not be recoverable An
impairment loss 1s recognised for the amount by which the asset's carrying amount exceeds its
recoverable amount The recoverable amount 1s the higher of an asset's fair value less costs to sell
and value In use Any imparment loss ts charged to the profit and loss account in the year concemned

Stocks

Stocks are stated at the lower of cost and net realisable value Cost 1s determined by the purchase
cost of the goods or ther components plus associated labour and overhead costs on an indwidual
batch basis

Net realisable value 1s based on an estimated selling price less any further costs expected to be
incurred to completion and disposal

Share-hased incentives
Equity-settled transactions

The cost of equity-settled transactions with employees 1s measured by reference to the fair value at
the date at which they are granted and I1s recognised as an expense over the vesting period, which
ends on the date on which the relevant employees become fully entitled to the award Fair vaiue I1s
determined by an external valuer using an appropnate pricing model In valuing equsty-settled
transactions, no account 1s taken of any vesting conditions, other than conditions linked to the price of
the shares of the company (market conditions) No expense Is recognised for awards that do not
ultimately vest, except for awards where vesting is conditional upon a market condition, which are
treated as vesting irrespective of whether or not the market condition is satisfied, provided that all
other performance conditions are satisfied

At each balance sheet date before vesting, the cumulative expense 1s calculated, representing the
extent to which the vesting penod has expired and management’s best estimate of the achievement or
otherwise of non-market conditions and of the number of equity iInstruments that will ulbmately vest or
in the case of an instrument subject to a market condition, be treated as vesting as described above
The movement in cumulative expense since the previous balance sheet date 1s recognised in the
income statement, with a corresponding entry in equity

Where the terms of an equity-settled award are modified or a new award 1s designated as replacing a
cancelled or settled award, the cost based on the original award terms continues to be recognised
over the onginal vesting period In addition, an expense Is recognised over the remainder of the new
vesting period for the incremental far value of any modification, based on the difference between the
fair value of the oniginal award and the farr value of the modified award, both as measured on the date
of the modification No reduction 1s recognised If this difference s negative

Where an equity-settled award 1s cancelled, it 1s treated as if it had vested on the date of cancellation,
and any cost not yet recognised in the profit and loss account for the award 1s expensed immediately
Any compensation paid up to the farr value of the award at the cancellation or settlement date s
deducted from equity, which any excess over fair value expensed n the profit and loss account




Oxford Immunotec Limited 17
Financial statements for the year ended 31 December 2012

Notes to the financial statements

Principal Accounting Policies (continued)

Leasing and Hire purchase commitments

Assets held under finance leases, which are leases where substantially ali the nsks and rewards of
ownership off the asset have passed to the Group and the Company, and hire purchase contracts are
capitalised in the balance sheet and are depreciated over the shorter of the lease term and the asset's
useful ives The capital elements of future obligations under leases and hire purchase contracts are
included as liabibties 1n the batance sheet The interest element of the rental obligations are charged in
the profit and loss account over the periods of the leases and hire purchase contracts

Rentals payable under operating leases are charged n the profit and loss account on a straight line
basis over the fease term Lease incentives are recognised over the shorter of the lease term and the
date of the next rent review

Pension costs

The Group and the Company operate defined contribution pension schemes for employees The
assets of the schemes are held separately from those of the Group and the Company The annual
contnbutions payable are charged to the profit and loss account

Deferred taxation

Deferred tax 1s recognised on all timing differences where the transactions or events that give the
Group and the Company an obligation to pay more tax in the future, or a right to pay less tax in the
future, have occurred by the balance sheet date Deferred tax 1s measured using rates of tax that have
been enacted or substantively enacted by the balance sheet date Deferred tax assets are recognised
when it 1s mere likely than not that they will be recovered The Group and the Company currently do
not recognise any deferred tax assets

Foreign currencies
Group

The functional currency of the Group and Company 1s stering and the financial statements are
expressed In stering on the following basis

a Fixed assets are translated into sterling at the rates ruling on the date of acquisition

b Monetary assets and habiities denominated in a foreign currency are translated into sterling at
the foreign exchange rates ruling at the balance sheet date

¢ Revenue and expenses in foreign currencies are recorded in sterling at the rates ruling for the
month of the transacticns

d Any gains or losses ansing on translation are reported in the profit and loss account

The US and Japanese subsidiary operations are expressed in sterling on this basis as part of the
Group financial statements

Company

Transactions n foreign currencies are tfranslated at the exchange rate prevailing at the date of the
transactton Monetary assets and habiites in foreign currencies are translated at the rates of
exchange ruling at the balance sheet date All exchange differences are dealt with through the profit
and loss account

Government Grants

Government grants treated as revenue are credited to income so as to match them with the
expenditure to which they relate
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Notes to the financial statements

Turnover

18

The Group competes internationally with other companies in the diagnostics sector The directors are
of the opinion that to comply fully with the requirements of SSAP25 'Segmental Reporting’ would be
seriously prejudicial to the interests of the Group Therefore, the geographical analysis of turnover by

destination 1s not disclosed

Operating loss
Group

Operating loss Is stated after charging / (crediting)

Amortisation of intangible assets

Depreciation of owned fixed assets
Depreciation of assets held under finance leases and hire purchase
agreements

Research and development expenditure
Auditors' fees  Audit services
Non-audit services — taxation services
Net loss on foreign currency translation
Other operating income
Operating Leases — Land and Buildings

2012
£'000
67
392

28
719
91
61
74
(49)
393

2011
£000
65
326

607
45
38
16

(63)

370
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Notes to the financial statements
Directors and Employees
Remuneration in respect of directors was as follows
2012 2011
£'000 £000
Emoluments 339 319
Value of Group pension contributions to meney purchase schemes 9 8
348 327
The number of directors who accrued benefits under Group pension schemes was as follows
2012 2011
No No
Money purchase schemes 1 1
The amounts set out above include remuneration In respect of the highest paid director as follows
2012 2011
£'000 £000
Total emoluments (excluding pension contributions) 263 242
Value of Company pension contributions to money purchase schemes 9 8
272 250
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Notes to the financial statements

Directors and Employees (continued)

The average number of persons employed by the Group in the year was as follows

2012 2011

No No

Administration and Distnbution 124 91

Research 7 6

Staff costs incurred during the year in respect of these employees were

2012 2011
£'000 £'000
Wages and salaries 6,097 5,676
Social security costs 706 540
Other pension costs 258 245
7,061 6,361

Share-based incentives
a) Share Options

The Group's equity-settled share-based payments scheme for employees and executive directors 1s
operated via approved Management Incentive Schemes The amount of shares held in this scheme
and detalls of share options subject to equity-settled share-based payments are set out below In
addition non-executive directors hold equity-settled share-based incentives in unapproved share
option schemes Vesting conditions are generally employee service but may include non-market
performance conditions Detalls of option grants with vesting conditions other than employee service
are set out in the Report of the Directors

The options are valued using a Black-Scholes pricing model including the information in the table
below The Company estimates the number of optons likely to vest and expenses the value of those
options over the relevant perniod Share price volatihty has been estimated by comparison with other
non-public companies and adjusted where there are known factors that may affect future volatihity
Vesting estimates take account of the Group's high staff retention rate

The key assumptions used in valuing the options were

2012 2011
Risk free rate 0.4% 2 5%
Expected volatility 38% 39%

Expected dividend yield 0% 0%
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Notes to the financial statements

Share-based incentives (continued)

Using these assumptions, the weighted average far value per share of options granted during 2012
was £0 056 (2011 £002)

At 31 December 2012, options over 4,304,607 ordinary shares were outstanding under the Enterprise
Management Incentive Scheme and options over a further 5,400,922 ordinary shares were
outstanding outside the Enterpnise Management Incentive Scheme Of these, 3,158 were 1ssued to a
consultant to the Company

Details of share options awarded to employees, including executive and non-executive directors, are
set out below

2012 2011

No WAEP No. WAEP
Qutstanding as at 1 January 5,210,071 £001 5,357,825 £001
Granted dunng the year 4,652,608 £0 056 379,250 £0 02
Exercised during the year (57,505) £0011 {31,636) £0 01
Forfeited during the year {99,645) £0026  (495,368) £0 01
OCutstanding at 31 December 9,705,529 £EQ 033 5,210,071 £001
Exercisable at 31 December 4112075 £0012 2,729,606 £001

The effect of expenses ansing from share-based payment transactions on the Group profit and loss
account for the year 15 as follows

2012 2011

£'000 £000
Expenses arnsing from share-based payment transactions 29 12
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Taxation on ordinary activities
{a) Analysis of tax credit in the year
2012 2011
£'000 £000
Current tax
Research & development tax credits - current year 120 92
Research & development tax credits — prior year (2) -
Foreign tax (6) -
Total current tax credit 112 92
() Factors affecting current tax credit

The tax assessed on the loss on ordinary activities for the year i1s lower than the effective standard
rate of corporation tax in the UK of 20 00% (2011 20 25%) The differences are reconciled below

2012 2011

£000 £000
Loss on ordinary activities before taxation (9,845) (8,004)
Loss on ordinary activities multiplied by effective standard rate of
corporation tax in the UK of 20 00% (2011 20 25%) (1,969) (1,621)
Expenses not deductible for tax purposes 118 80
Decelerated capital allowances - 3
Other tming differences 125 -
Unrelieved tax losses 1,660 1,460
Group relief - 25
Difference in tax rates on R&D tax credit 72 53
Research & development tax credits - current year {120) (92)
Research & development tax credits - pnor penod adjustment 2 -
Total current tax {112) (92)

Unrelleved tax losses for the Group of approximately £47,380,000 (2011 £41,330,000) reman
available to offset agamnst future taxable trading profits Deferred tax assets have not been recognised
in respect of these losses as the Group and Company are loss making and future recoverability 1s
uncertain Tax losses relating to Oxford Immunotec Inc amount to approximately £23,568,000 and are
available for offset against the future taxable trading profits of Oxford Immunotec Inc for a penod of 20

years
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Interest payable and similar charges

Bank lpans

Convertible loan
Finance charges payable under finance leases and hire purchase
contracts

Intangible fixed assets

Group and Company

Cost
At 1 January 2012
Additions

At 31 December 2012

Amortisation
At 1 January 2012
Charge for the year

At 31 December 2012

Net book value
At 31 December 2012

At 31 December 2011

23

2012 2011
£000 £000
42 -
58 -

100 3

Licences
£'000

785
105

8380

500
67

567

323

285
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a) Tangible fixed assets

24

Company
Leasehold Plant and
Improvements Machinery Shippers Total
£'000 £'000 £'000 £000
Cost
At 1 January 2012 469 1,070 - 1,539
Additions - 110 - 263
At 31 December 2012 469 1,180 - 1,649
Depreciation
At 1 January 2012 437 922 - 1,359
Charge for the year 17 86 - 103
At 31 December 2012 454 1,008 - 1,462
Net bock value
At 31 December 2012 15 172 - 187
At 31 December 2011 32 148 - 180
Group
Leasehold Plant and
Improvements Machinery Shippers Total
£000 £'000 £'000 £000

Cost
At 1 January 2012 469 2,041 - 2,510
Additions - 748 247 995
At 31 December 2012 469 2,789 247 3,505
Depreciation
At 1 January 2012 437 1,228 - 1,665
Charge for the year 17 375 94 486
At 31 December 2012 454 1,603 94 2,151
Net book value
At 31 December 2012 15 1,186 153 1,354
At 31 December 2011 32 813 - 845

Included within the net book value of £1,201,000 1s £84,200 (2011 £108,220) relating to assets held

under finance leases and hire purchase agreements The depreciation charged to the financial
statements in the year in respect of such assets amounted to £27,726 (2011 £2,279)
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Notes to the financial statements

b) Investments in subsidiaries

Company

Cost
At 1 January 2012

Incorporation of subsidiary (Oxford Immunotec KK)

Capital contnbuttons from share based payments

At 31 December 2012

25

Subsidiary Undertakings
£000

151
1
18

170

Investments held by the Group compnse the outstanding common stock of $1 of an off-the-shelf
company Oxford Immunotec Inc, a company incorporated in the United States of America in order for
the Group to carry out the principal activity in that terntory, the entire share capital of Oxford
Immunotec KK, a company incorporated in Japan in order for the Group to carry out the principal
activity in that ternitory and the entire share capital of Oxford Diagnostic Laboratones (UK) Ltd, a
company which has remained dormant since its incorporation

Name of Company

Hoiding

Proportion of voting nights
and shares held

Nature of business

Subsidiary Undertaking

Oxford Immunotec Inc Ordinary shares 100% Med:cal Diagnostics
Oxford Immunotec KK Ordinary shares 100% Medical Diagnostics
Oxford Diagnostic Ordinary shares 100% Medical Diagnostics

Laboratonies (UK) Ltd

{Dormant)

Stocks

Group

Raw matenals
Finished goods

Company

Raw matenals
Fimished goods

2012 2011
£'000 £000
1,066 1,092

848 418
1,914 1,510
2012 2011
£'000 £000
1,066 1,092

266 82

1,332 1,174
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Notes to the financial statements

Debtors

26

Group
2012 201
£'000 £'000
Trade debtors 3,342 1,569
VAT recoverable 15 16
Research and Development tax credit recoverable 124 200
Other debtors 580 446
4,061 2,231

Included in the Group other debtors value of £580,000 1s £37,000 (2011 £31,000) relating to amounts

on deposit that are recoverable after more than one year

Company

2012

£°000
Trade debtors 1,728
VAT recoverable 14
Research and Development tax credit recoverable 124
Other debtors 293
Amounts due from subsidiary undertakings 26,371

2011
£'000
663

16

200
304
18,594

28,530

19,777
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Notes to the financial statements

Creditors: amounts falling due within one year

27

Group

2012 2011

£7000 £'000
Loans 952 -
Trade creditors 1,055 1,082
Other taxation and social secunty 92 94
Amounts due under finance leases and hire purchase agreements 1 1
Pension contributions payable 23 24
Other creditors 7,224 1,364

9,347 2,545

The loan bears interest at the US pnme rate plus one and one half percent and 1s secured by a portion
of Oxford Immunotec [nc assets In connection with the loan, the lender was granted warrants for
24,691 Ordinary shares on 2 February 2012 that expire after seven years Other creditors for the

Group Include £4,968,000 investor funding received in advance

Company
2012 2011
£°000 £'000
Trade creditors 604 510
Other taxation and social secunty 76 86
Amounts due under finance leases and hire purchase agreements 1 1
Pension contributions payable 23 22
Other creditors 6,282 834
6,986 1,453
Other creditors for the Company include £4,968,000 investor funding received in advance
Creditors: amounts falling due after more than one year
Group
2012 2011
£'000 £000
Amounts due under finance leases and hire purchase agreements 135 109
135 109
Company
2012 2011
£'000 £000

Amounts due under finance leases and hire purchase agreements -
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Financial statements for the year ended 31 December 2012

Notes to the financial statements

Post Balance Sheet Events

On 4 January 2013, the Group closed the second and final tranche of the June 2012 financing for $11
million

On 1 March 2013, Oxford Immunotec, Inc signed a five year lease for a new US corporate
headquarters The lease term runs from June 2013 to October 2018 Annual lease costs are
approximately $275,000

On 24 May 2013, the Group closed a $12 million loan with Square 1 Bank, with varying matunties from
two to four years $6 million of the loan is term debt secured by company assets, $5 milhon 1s
cellateralized by Trade Debtors and $1 million requires the group to meet certain revenue targets The
previously existing bank loan has been paid in full

Contingent assets and liabilities
Group and Company

The Company I1s developing new products under icence, and will be required to make payments
under the terms of the licence contingent on the achievement of certain development and sales
milestones The maximum total of these milestone payments 1s £148,000

From time to time the Group 1s iInvolved in disputes, legal actions or employment tribunals ansing in
the ordinary course of its business In the Directors’ opinion, none of these 1s expected to have a
matenal impact on the Group’s consolidated financial position, results of operations or cashfliows The
group 15 not currently engaged in any such disputes or actions

The Group has secured $162,500 in training supponrt from the State of Tennessee, contingent on
meeting required hiring plans This support has not been accounted for in the 2012 financial
statements

Related party transactions
Group and Company

Costs totalling £1,065,853 (2011 £741,091) were incurred from Mabtech AB, a preferred ordinary
shareholder, for laboratory supplies There was an amount owed by the Group and Company at 31
December 2012 of £5,272 (2011 £nil)

Costs totalling £195,767 (2011 £122,622) were incurred from Isis Innovation Limited, a wholly owned
subsidiary of the University of Oxford which 1s also a shareholder in Oxford Immunotec Limited, In
respect of the licensing of inteliectual property and patent mamntenance There was an amount owed
by the Group and Company at 31 December 2012 of £169,443 (2011 £122,167)

In accordance with the exemption granted in Financial Reporting Standard No 8 “Related Party
Disclosures”®, transactions with other Group undertakings within, and investee related parties of, the
Group have not been disclosed in these financial statements
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Financial statements for the year ended 31 December 2012

Notes to the financial statements

Share capital

Authonsed share capital

Ordinary shares of £0 001 each

A Crdinary shares of £0 001 each

D Ordinary shares of £0 001 each

A Preferred Ordinary shares of £0 001 each
B Preferred Ordinary shares of £0 001 each
D Preferred Ordinary shares of £0 001 each
E Preferred Ordinary shares of £0 001 each
F Preferred Ordinary shares of £0 001 each
G Preferred Ordinary shares of £0 001 each

Allotted, called up and fully paid

Ordinary shares of £0 001 each

A Ordinary shares of £0 001 each

A Preferred Ordinary shares of £0 001 each
B Preferred Ordinary shares of £0 001 each
D Preferred Ordinary shares of £0 001 each
E Preferred Ordinary shares of £0 001 each
F Preferred Ordinary shares of £0 001 each
G Preferred Ordinary shares of £0 001 each

29

2012 2012 2011 2011

No £°000 No £'000
110,000,000 110 60,000,000 60
79,750 - 79,750 -
100,000 - 100,000 -
903,220 1 903,220 1
362,020 - 362,020 -
3,488,448 4 3488448 4
32,000,000 32 32,000,000 32
20,000,000 20 20,000,000 20
25,000,000 25 - -
191,933,438 192 116,933,438 117
2012 2012 2011 2011

No £'000 No £000
14,362,825 14 8,412,425 9
79,750 - 79,750 -
903,220 1 903,220 1
362,020 - 362,020 -
3,266,885 3 3,266,885 3
17,081,014 17 17,081,014 17
17,262,618 18 16,029,591 16
10,079,933 10 - -
63 46

63,398,265

46,134,805

The ‘A’ Ordinary, the ‘D' Ordinary and the ‘A’, ‘B, 'D’,’E’ ‘'F" and ‘G" Preferred Ordinary shares in issue
rank pan passu as regards voting nghts but constitute separate classes of equity shares

On a sale or liquidation the ‘F' and ‘G’ Preferred Ordinary shareholders take precedence gver the ‘E’
Preferred Ordinary shareholders, who, in turn take preference over the 'D' Preferred Ordinary
shareholders, who, in certain circumstances In turn take preference over the 'B' Preferred Ordinary
shareholders, who in turn take precedence over the ‘A’ Preferred Ordinary shareholders, who, n
certain circumstances, take precedence over the other Ordinary shareholders
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Notes to the financial statements

Shareholders’ funds

Group

Balance at 1 January 2012

FRS20 Share Option Charge

Transfer of reserve an vesting of share-
based payments

Share Capital issued

Loss for the financial year

Balance at 31 December 2012

Company

Balance at 1 January 2012

FRS20 Share Option Charge

Transfer of reserve on vesting of share-
based payments

Share-based payments to US employees
Share Capital issued for cash

Loss for the financial year

Balance at 31 December 2012

30
Share Share Profit and
Share  premium option loss
capital account reserve account Total
£'000 £000 £000 £000 £'000
46 47,356 605  (44,057) 3,950
- - 29 - 29
- - (2) 2 -
17 12,060 - - 12,077
- - - {(9,733) (8,733)
63 59,416 632  (53,788) 6,323
Share Share Profit and
Share  premium option loss
capital account reserve account Total
£000 £'000 £000 £'000 £000
46 47,356 606 (26,519) 21,489
- - 11 - 11
- - () 1 -
- - 18 - 18
17 12,060 - - 12,077
- - - (2,583) (2,583)
63 59,416 634 (29,101) 31,012

e ——— —————erre e ——e ey i ————
. e e e —————— ———
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Notes to the financial statements

Licensing and royalty commitments
Group and Company
The Group has committed to pay minmum royalty and other payments under various licensing

agreements  The Directors estmate the minmum future commitments ansing under these
agreements are payable as follows

2012 2011
£'000 £'000
Due within 1 year 1,030 950
Due 1n 2 to 5 years 4,440 4 480
Due n more than 5 years 2,920 4,170

Leasing commitments
Group

Future annual operating lease payments due under commitments existing at 31 December 2012
amounted to £382,000 The leases relate to land and bulldings, for which annual lease payments and
exprry, are as follows

2012 2011
£'000 £000
Operating leases which expire
Between one and five years 382 410

Company

Future annua! operating lease payments due under commitments existing at 31 December 2012
amounted to £265,000 The leases relate to land and bulldings, for which annual lease payments and
expiry, are as follows

2012 2011
£'000 £000
Operating leases which expire
Between one and five years 265 336
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Notes to the Group statement of cash flows

a) Reconcilation of Group operating loss to net cash outflow from operating activities

32

2012 2011
£°000 £'000
Group operating loss (9,746) (8,002)
Depreciation and impairment of tangible fixed assets 486 330
Amortisation of icenses 67 65
Exchange differences 266 (82)
Share-based payment 29 12
Increase in debtors (1,905) (760)
Increase In stocks (404) (406)
Increase 1n creditors 6,822 610
Net cash outflow from operating activities (4,385) (8,233)
b} Analysis of net funds
At 1 Other non- At 31
January Exchange Cash December
2012 Cash flow differences movements 2012
£000 £'000 £'000 £000 £'000
Cash at bank and in hand 1,733 6,686 (266) - 8,153
Loans - (970) 18 - {952)
Finance lease creditor (110) 1 - (25) (134)
1,623 5717 (248) (25) 7,067
¢) Reconciiation of net cash flow to movement in net funds
2012 2011
£'000 £000
Increase / (decrease) in cash 6,686 (2,592)
Repayment of capital element of finance lease 1 61
Working capital loan (970) -
New finance lease (25) (110)
Exchange differences (248) 82
Movement in net funds / (net debt) 5,444 (2,559)
Net funds at 1 January 1,623 4,182
Net funds at 31 December 7,067 1,623




