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Sareum Holdings PLC (Registered number 05147578)

Report of the Directors
for the Year Ended 30 June 2011

The Directors present their report wath the financial statements of the Company and the Group for the year ended 30 June
2011

PRINCIPAL ACTIVITIES

The principal activities of the Company in the year under review were those of a holding company The principal activity
of the Group 1s the discovery and development of new therapeutic drugs by a combination of skills in biology,
computational chemistry and medicinal chemistry

REVIEW OF BUSINESS
The loss for the year was £568,358 and at 30 June 2011 cash and cash equivalents amounted to £870,829

During the year the Group raised £950,000, before expenses, by way of three placings of new ordinary shares on AIM,
made up of £200,000 on 3 August 2010, £250,000 on 13 December 2010 and a further £500,000 on 10 February 2011
The funds raised will underwrite the ongoing development of the Group's programmes

Throughout the period under review the Group continued to develop 1ts drug discovery programmes using outsourced
brology and chemustry resources as well as exploring commercial opportunities with potential partners In the future the
Group will continue to build value from 1ts 1n-house research and development by seeking to advance and commercialise
its drug discovery programmes

A comprehensive review of the year 1s given 1n the Chairman's statement together with an outline of future developments

DIVIDENDS
No dividends will be distrnibuted for the year ended 30 June 2011

RESEARCH AND DEVELOPMENT
The Group undertakes research and develepment on its cancer research programmes Further information 1s provided in
the Chairman and Chief Executive’s statement The costs relating to this which have been written off dunng the year
amounted to £282,733 (2010 £353,829)

DIRECTORS
The directors shown below have held office during the whole of the penod from 1 July 2010 to the date of this report

T Mitchell PhD
J Reader PhDD>
P Harper PhD

GROUP'S POLICY ON PAYMENT OF CREDITORS

The Group's pelicy 1s to pay 1ts suppliers within 30 days of invoice date At 30 June 2011, the mvoices representing the
trade creditors of the Group had an average age of 54 days (2010 42 days) based on the average daily amount invoiced by
suppliers to the Group during the year

FINANCIAL INSTRUMENTS
Details regarding the Group's use of financial instruments and theiwr associated risks are given n note 16 to the
consolidated financial statements

KEY PERFORMANCE INDICATORS

The Directors consider cash and spending on research and development to be the Group's key performance indicators A
budget 1s approved by the Board at the beginning of each financial year and performance 1s regularly monitored against
budget with significant vaniances inveshgated
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Sareum Holdings PLC (Registered number 05147578)

Report of the Directors
for the Year Ended 30 June 2011

PRINCIPAL RISKS

The principal risks facing the Group are the following

- The drug discovery programmes undertaken may fail due to fundamental scientific uncertainty

- The Group may not complete sufficient commercial partnerships to create a sustainable business
- It may not be possible to raise sufficient funding to support the Company through te profitability

The Directors address these uncertainties by reviewing reports on scientific progress, business development and financial
status at the monthly Board meetings and implementing alternative plans to reduce the nisks 1f these are considered
necessary

STATEMENT OF 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 financral statements in accordance with International Financial Reporting Standards as
adopted by the European Unton 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 Company and the Group and of the profit or loss
of the Group for that peniod  In preparing 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
explamned in the financial statements

- prepare the financial statements on the going concern basis unless it 15 inappropnate to presume that the Company will
continue n business

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

The Directors are responsible for the maintenance and integrity of the corporate and financial mformation included on the
Company's website Financial statements are published on the Company’s website in accordance with legislation in the
United Kingdom governing the preparation and dissermination of financial statements, which may vary from legislation in
other jurisdictions

STATEMENT AS TO DISCLOSURE OF INFORMATION TO AUDITORS

So far as the Directors are aware, there 1s no relevant audit inforrnation (as defined by Section 418 of the Companies Act
2006) of which the Group's auditors are unaware, and each director has taken all the steps that he ought to have taken as a
director 1n order to make himself aware of any relevant audit information and to establish that the Group's auditors are
aware of that information

ON BEHALF OE Tl@i(\):f\{l):\"

T Bunn FCMAL Secretary

e 13/2/1
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Report of the Independent Auditors to the Members of
Sareum Holdings PL.C

We have audited the financial statements of Sareum Holdings PLC for the year ended 30 June 2011 which comprise the
Consolidated Income Statement, Consolidated Statement of Comprehensive Income, Consohidated and Company
Balance Sheet, Consohidated and Company Statement of Changes in Equity, Consolidated and Company Cash Flow
Statement and related notes The financial reporting framework that has been applied i their preparation 1s applicable law
and International Financial Reporting Standards ({FRSs) as adopted by the European Union, and as regards the parent
company financial statements, as applied n accordance with the provisions of the Companies Act 2006

This report 1s made solely to the Company's members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the Company's members those matters
we are required to state to them in a Report of the Auditors 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 Cempany's members as a body,
for cur audit work, for this report, or for the opinions we have formed

Respective responsimhties of directors and auditors

As explamed more fully in the Statement of Directors' Responsibilities, the Directors are responsible for the preparation
of the financial statements and for being satisfied that they give a true and fair view Qur responsibility 1s to audit and
express an opinion on the financial statements 1n 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 involves obtaming evidence about the amounts and disclosures 1 the financial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or error
This includes an assessment of whether the accounting policies are appropriate to the Group's 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 n the Annual Report to 1dentify matenal inconsistencies with the completed
financial statements  If we become aware of any apparent material misstatements or nconsistencies we consider their
implications for our report

Opinion on financial statements

In our opinion

- the financial statements give a true and fair view of the state of the Group's and the parent company's affairs as at
30 June 2011 and of the Group's loss for the year then ended,

- the Group financial statements have been properly prepared i accordance with IFRSs as adopted by the European
Union,

- the parent company financial statements have been properly prepared in accordance with IFRSs as adopted by the
European Umion and as applied 1n accordance with the provisions of the Compantes Act 2006, and

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

Opinion on other matters prescribed by the Compamies Act 2006
In our opinion the information given in the Report of the Directors for the financial year for which the financial statements
are prepared 1s 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 1o you

if, 1 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 11 agreement with the accounting records and returns, or

- certamn 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

Joseph Kinton (Senior Statutory Auditor)

for and on behalf of Shipleys LLP

Chartered Accountants and Statutory Auditor
10 Orange Street

Haymarket

London

WCZH 7DQ

Date &3 Qp&m&( 2oy
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Sareum Holdings PLC (Registered number 05147578)

Consolidated Income Statement
for the Year Ended 30 June 2011

Notes
CONTINUING OPERATIONS
Revenue
Admunistrative expenses
OPERATING LOSS
Finance income 4
LOSS BEFORE INCOME TAX 5
Income tax 6

LOSS FOR THE YEAR

Loss attributable to
Owners of the parent

Earnings per share expressed
in pence per share 3
Basic

2011

(637.859)
(637.859)
__9611
(628,248)

59,890

(568,358)

(568,358)

(0 04)p

The notes form part of these financial statements
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2010

(643,742)

(643,742)
3,127

(640,615)

71,526

(569,089)

(569,089)

(0 05)p



Sareum Holdings PLC (Repstered number 05147578)

Consolidated Statement of Comprehensive Income
for the Year Ended 30 June 2011

LOSS FOR THE YEAR

OTHER COMPREHENSIVE INCOME

TOTAL COMPREHENSIVE INCOME FOR THE YEAR

Total comprehensive income atinbutable to
Owners of the parent

2011
£

(568,358)

(568,358)

(568,358)

The notes form part of these financial statements
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2010
£

(569,089)

(569,089)

(569,089)



Sareum Holdings PLC (Regstered number 05147578)

Consolidated Balance Sheet
30 June 2011

ASSETS

NON-CURRENT ASSETS
Intangible assets

Property, plant and equipment
Investments

CURRENT ASSETS
Trade and other receivables
Tax receivable

Cash and cash equivalents

LIABILITIES
CURRENT LIABILITIES
Trade and other payables

NET CURRENT ASSETS

NET ASSETS

SHAREHOLDERS' EQUITY
Called up share capatal
Share premium

Share-based compensation reserve

Merger reserve
Retaned earnings

TOTAL EQUITY

The financial statements were approved by the Board of Directors on

its behalf by

ell PhD - Director

Notes

10
11

17
18
18
18
18

2011

393
851

1,244

40,768
60,090
870,829

971,687

97,168
874,519
875,763
362,649

6,901,816

28,338

27
(6,417,067)

875,763

Z%-9-1)

The notes form part of these financial statements
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2010

984
1,230

2,214

26,627
74,974
516,781

618,382

97,558
520,824
523,038

293,899
6,077,821

27
(5,848,709)

523,038

and were signed on



Sareum Holdings PL.C (Registered number 05147578)

Company Balance Sheet

30 June 2011

Notes
ASSETS
NON-CURRENT ASSETS
Investments 11
Trade and other recervables 12
NET ASSETS
SHAREHOLDERS' EQUITY
Called up share capital 17
Share premium 18
Share-based compensation reserve 18
Retained earnings 18

TOTAL EQUITY

The financial statements were approved by the Board of Directors on
1ts behalf by:

hell PhD - Director

2011

30,000

30,000

362,649
6,901,816
28,338
(7,262,803)

30,000

7.4 -9= (]

The notes form part of these financial statements
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2010

30,000

30,000

293,899
6,077,821

(6,341,720)

30,000

and were signed on



Sareum Holdings PLC (Registered number 05147578)

Consolidated Statement of Changes in Equity
for the Year Ended 30 June 2011

Balance at 1 July 2009

Changes in equity
Issue of share capital
Total comprehensive income

Balance at 30 June 2010

Changes 1n equity

Issue of share capital

Total comprehensive income
Share-based compensation

Balance at 30 June 2011

Balance at 1 July 2009

Changes in equity
Issue of share capital
Total comprehensive income

Balance at 30 June 2010

Changes n equity

[ssue of share capatal

Total comprehensive income
Share-based compensation

Balance at 30 June 2011

Called up Profit
share and loss Share
capital account premium
£ £ £
204,524 (5,279,620) 5,401,631
89,375 - 676,190
- (569,089) -
203,899 {5,848,709) 6,077,821
68,750 - 823,995
- (568,358) -
362,649 (6,417,067) 6,901,816
Share-based |
compensation Merger Total |
reserve reserve equity
£ £ £
- 27 326,562
- - 765,565
- - (569,089)
- 27 523,038
- - 892,745
- - (568,358)
28,338 - 28,338
28,338 27 875,763

The notes form part of these financial statements
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Sareum Holdings PLC (Registered number 05147578)

Company Statement of Changes m Equity

for the Year Ended 30 June 201 |

Balance at 1 July 2009

Changes in equity
Issue of share capital
Teotal comprehensive income

Balance at 30 June 2010

Changes n equity

Issue of share capital

Total comprehensive income
Share-based compensation

Balance at 30 June 2011

Called up Profit Share-based
share and loss Share compensation Total
capital account premium reserve equity
£ £ £ £ £
204,524 (5,576,155) 5,401,631 - 30,000
89,375 - 676,190 - 765,565
- (765,565) - - (765,565)
293,899 (6,341,720) 6,077,821 - 30,000
68,750 - 823,995 - 892,745
- (921,083) - - (921,083)
- - - 28,338 28,338
362,649 (7,262,803) 6,901,816 28,338 30,000

The notes form part of these financial statements
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Sareum Holdings PLC (Registered number 05147578)

Consolidated Cash Flow Statement
for the Year Ended 30 June 2011

2011

Notes £
Cash flows from operating activities
Cash generated from operations 24 (622,918)
Tax paid 74,774
Net cash from operating activities (548,144)
Cash flows from investing activities
Purchase of tangible fixed assets (264)
Sale of tangible fixed assets 100
Interest received 9,611
Net cash from investing activities 9,447
Cash flows from financing activities
Share 15508 68,750
Share premium on share 1ssue 823,995
Net cash from financing activities 892,745
Increase in cash and cash equivalents 354,048
Cash and cash equivalents at beginming of
year 25 516,781
Cash and cash equivalents at end of year 25 870,829

The notes form part of these financial statements
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2010
£

(589,102)
64,412

(524,690)

(1,198)
3,127

1,929

89,375
676,190

765,565

242,804
273,977

516,781



Sareurn Holdings PLC (Registered number 05147578)

Company Cash Flow Statement
for the Year Ended 30 June 2011

Notes
Cash flows from operating activities
Cash generated from operations 24

Net cash from operating activities
Cash flows from financing activities
Share 1s5ue

Share premiumn on share 1ssue

Net cash from financing activities

Increase in cash and cash equivalents
Cash and cash equivalents at beginning of
year 25

Cash and cash equivalents at end of year 25

2018
£

(892,745)

(892,745)

68,750
823,995

892,745

The notes form part of these financial statements
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2010
£

(765,563)

(765,5635)

89,375
676,190

765,565



Sareum_Holdings PLC (Registered number 05147578)

Notes to the Consolidated Financial Statements

for the Year Ended 30 June 2011

1

ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS
(“IFRS™)

In the current year, the Group has adopted all of the revised Standards and Interpretations issued by the
Internationat Accounting Standards Boeard (IASB) and the International Financial Reporting Interpretations
Commuittee {IFRIC) of the IASB that are relevant to 1ts operations

The Group has adopted the following new and amended 1FRS and IFRIC interpretabions during the year Adoption
of these revised standards and nterpretations did not have any effect on the financial performance or financial
position of the Group in the current or prior periods

- Revised 1FRS 1 - Fust-time Adoption of International Reporting Standards,

- Revised IFRS 3 - Business Combinations

- Revised IAS 24 - Related Party Disclosures

- Improvements to IFRS (2010)

- IFRIC 19 - Extingwshing financial liabilities with equity instruments

- IFRIC 14 - 1AS 19 The imit on a defined benefit asset, minumum funding requirements and their interaction

None of these have had an effect on the accounts of the Group

There are no published Standards/Interpretations not yet in force that will have any significant impact on the
Group

ACCOUNTING POLICIES

Basis of preparation

The consolidated financial statements of Sareum Holdings plc and its subsidianes (the Group) have been prepared
n accordance with International Financial Reporting Standards (IFRS), as adopted for use in the European Umion,
with IFRIC interpretations and with those parts of the Companies Act 2006 applicable to companies reporting
under IFRS The financial statements have been prepared under the historical cost convention

IFRS comprise standards and interpretations approved by the International Accounting Standards Board (JASB)
IFRS as adopted by the European Union differ in certain respects from IFRS as 1ssued by the IASB However,
consohidated financial statements for the financial years presented would be no different had 1FRS as 1ssued by the
[ASB been applied References to [FRS hereafter should be construed as references to IFRS as adopted by the
European Umen

Going concern
The financial statements have been prepared on a going concern basis, which assumes that sufficient funds will be
available for the Group to contimue n operational existence for the foreseeable future.

Sareumn Holdings plc 1s a research and development based business with, at present, no currently marketed
products The Direciors estimate that the cash held by the Group will be sufficient to support the current level of
activities 1nto the fourth quarter of 2012 The Directors also expect to secure equity-based financing sufficient for
the future needs of the bustness beyond this date The Directors' confidence i the Group's ability to raise
equity-based financing 1s underwritten by the funds of £950,000 (before expenses) raised by way of placings of
new ordinary shares on AIM during the year under review

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and entities controlled
by the Company (its subsidiaries) made up to 30 June each year Control 1s achieved where the Company has the
power to govern the financial and operating policies of another entity or business, so as to obtain benefits from 1ts
activities The consolidated financial statements present the results of the Company and its subsidiaries ("the
Group") as 1f they formed a single entity Intercompany transacttons and balances between group companies are
ehmimated on consolidation

Page 13 continued..



Sareum Holdings PLC (Registered number 05147578)

Notes to the Consolidated Financial Statements - continued

for the Year Ended 30 June 2011

2

ACCOUNTING POLICIES - continued

Amortisation of intangibles
Amortisation 1s calculaied so as to write off the cost of an asset over the useful economic life of that asset as
follows

Intellectual property - straight line over 5 years

Property, plant and equipment
Depreciation 1s provided at the following annual rates in order to wnite off each asset over s estimated useful Iife

Fixtures and computers - straight line over 3 or 4 years

Financal instruments

Financial instruments are classified and accounted for, according to the substance of the contractual arrangement,
as erther financial assets, financial habilities or equity instruments An equity instrument 1s any contract that
evidences a residual interest in the assets of the Company after deducting all of its habihities

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly hgud
investments that are readily convertible to a known amount of cash and are subject to msigmficant nisk of change
in value

Taxation
Current taxes are based on the results shown 1n the financial statements and are calculated according to local tax
rules, using tax rates enacted or substantially enacted by the balance sheet date

Deferred tax 1s recogmised in respect of all tming differences that have originated but not reversed at the balance
sheet date where transactions or events have occurred at that date that wall result in an obligation to pay more, ora
right to pay less or to receive more tax, with the following exception

Deferred tax assets are recognised only to the extent that the Directors consider that it 15 more likely than not that
there will be suitable taxable profits from which the future reversal of the underlying timmg differences can be
deducted

Deferred tax 15 measured on an undiscounted basis at the tax rates that are expected to apply n the periods n
which timmg differences reverse, based on the tax rates and laws enacted or substantively enacted at the balance
sheet date

Research and development
Expenditure on research and development 1s written off in the year 1n which 1t 1s incurred.

Operating lease agreements
Rentals applicable to operating leases where substantially all the benefits and nsks of ownership remain with the
lessor are charged agamst profits on a straight lne basis over the penod of the lease

Pension contributions
The Group does not operate a pension scheme for the benefit of 1ts employees, but instead makes contributions to
their personal pension policies The contributions due for the period are charged to the profit and loss account

Employee share scheme

The Group has n place a share option scheme for employees, which allows them to acquire shares n the
Company Equity settled share-based payments are measured at fair value at the date of grant The fair value of
options granted 1s recogmised as an expense spread over the estimated vesting period of the options granted Fair
value 1s measured using the Black-Scholes model, taking mto account the terms and conditions upon which the
options were granted

Page 14 continued



Sareum Holdings PLC (Registered number_ 05147578}

Notes to the Consolidated Financial Statements - continued
for the Year Ended 30 June 2011

3 EMPLOYEES AND DIRECTORS

2011 2010
£ £
Wages and salaries 174,483 174,080
Social security costs 18,116 18,793
Other pension costs 11,244 10,200
203,843 203,073
The average monthly number of employees duning the vear was as follows
2011 2010
Office and management
Research
— —
2011 2010
£ £
Directors' remuneraiion 174,199 173,497
Directors' pension contributions to money purchase schemes 11,244 10,200
The number of directors to whom retirement benefits were accruing was as follows
Money purchase schemes 2 2

The Directors comprise the key management personnel of the Group Further information regarding directors'
remuneration 1s provided sn the Remuneration Commuitee report

4 NET FINANCE INCOME

2011 2010
£ £
Finance income
Deposit account interest 9,611 3,127
5 LOSS BEFORE INCOME TAX
The loss before ncome tax 1s stated after charging
2011 2010
£ £
Other operating leases 10,726 10,723
Depreciation - owned assets 487 1,138
Loss on disposal of fixed assets 56 -
Intellectual property amortisation 591 591
Research and development 282,733 353,829
Auditors’ remuneration - see analysis below 11,790 9,750

Page 15 continued




Sareum Holdings PLC (Registered number 05147578)

Notes to the Consolidated Financtal Statements - continued
for the Year Ended 30 June 2011

5 LOSS BEFORE INCOME TAX - continued

The analysis of auditors' remuneration 1s as follows

2011 2010
£ £
Fees payable to the Company's auditor for the audit of the annual accounts
Audit of the Company 3,700 3,500
Audit of subsidianes 5,780 5,500
Total Audit Fees 9,480 9,000
Fees payable to the Company's auditors for other services
Taxation services 2,310 750
Total fees payable to the Company's auditor 11,790 9,750
6 INCOME TAX
2011 2010
£ £
Current tax
UK corporation tax credit on losses of the period (54,887) (63,165)
Adjustments recogmsed n the current year 1n relation to the current tax of
prior years (5,003) (8,361)
Tax credit to the income statement (59,890) (71,526)
The credit for the year can be reconciled to the accounting loss as follows
2011 2010
£ £
Loss before tax (628,248) (640,615)
At standard rate 0f 21% (2010 - 21%) (131,932) (134,529)
Effects of
Expenses not allowable for tax purposes 5,951 8,447
Capital allowances in excess of depreciation (938) (1,419)
Unutihised tax losses 79,873 73,016
Losses surrendered for research and development tax credits (less uplift) 47,046 54,485
Research and development tax credits claimed (54,887) (63,165)
Prior year adjustments (5,003) (8,361)
Actual current tax eredit i the year (59,890) {71,526)

The tax rate used above for the 2011 and 2010 reconcihiations of 21% s the small company corporation tax rate
applicable in the United Kingdom, on taxable profits under tax law in that jurisdiction

Page 16 continued



Sareum Holdings PLC {Registered number 05147578)

Notes to the Consolidated Financja] Statements - continued

for the Year Ended 30 June 2011

7

LOSS OF PARENT COMPANY

As permitted by Section 408 of the Companies Act 2006, the profit and loss account of the parent company 1s not
presented as part of these financial statements  The parent company's loss for the financial year was £(921,083)
(2010 - £(765,565))

The loss represents costs of £93,762 (2010 £90,995) associated with the Company's obligattons to maintain its
AIM histing, the share-based compensation adjustment of £28,338 (2010 nil) and a provision of £798,983 (2010
£674,570) for impairment of amounts owed by group undertakings

EARNINGS PER SHARE

The calculation of loss per share 15 based on the following data

2011 2010
Loss on ordinary activities after tax £(568,358) £(569,089)
Weighted average number of shares for basic loss per share 1,348,885,384 1,086,227,850
Basic loss per share {0 04p) (0 05p)

As the Group has generated a loss for the period, there 1s no dilutive effect in respect of share options

INTANGIBLE ASSETS
Group
Intellectual
property
£

COST
At 1 July 2010
and 30 June 2011 2,953
AMORTISATION
At | July 2010 1,969
Amortisation for year 591
At 30 June 2011 2,560
NET BOOK VALUE
At 30 June 2011 393
At 30 June 2010 984

Page 17 continued




Sareum Holdings PL.C (Registered number 05147578)

Notes to the Consolidated Financial Statements - continued

for the Year Ended 30 June 2011

10

11

PROPERTY, PLANT AND EQUIPMENT

Group
Fixtures
and
computers
£
COST
At 1 July 2010 10,958
Additions 264
Disposals (3,071)
At 30 June 2011 8,151
DEPRECIATION
At 1 July 2010 9,728
Charge for year 487
Eliminated on disposal (2,915)
At 30 June 2011 7,300
NET BOOK VALUE
At 30 June 2011 851
At 30 June 2010 1,230
INVESTMENTS
Company
Shares in
group
undertakings
£
COST
At 1 July 2010
and 30 June 2011 30,000
NET BOOK VALUE
At 30 June 2011 30,000
At 30 June 2010 30,000

On 5 July 2004, the Company acquired 100% of the 1ssued share capital of Sareum Limited, a company
mcorporated m England and Wales and operating in the United Kingdom in consideration, the shareholders in
Sareum Limited received ordinary shares in Sareum Holdings plc and a loan to finance its operations This event
was not an acquisttion 1n the normal way but purely a mechamism for floating Sareum Limited on AIM Sareum
Limited 1s included within the consclidated financial statements of Sareum Holdings plc

Page 18 continued



Sareum Holdings PLC (Registered number 05147578)

Notes to the Consolidated Financial Statements - continued

for the Year Ended 30 June 2011

12

13

TRADE AND OTHER RECEIVABLES

Group
2011 2010
£ £
Current
Other debtors - 907
VAT 6,895 2,713
Prepayments and accrued income 33,873 23,007
40,768 26,627
Company
2011 2010
£ £
Non-current
Amounts owed by group undertakings 6,530,374 5,731,391
Provision for impatrment (6,530,374) (5,731,391)

The Directors have confirmed that they will not seek repayment of the inter-company balance owing from Sareum
Limsted within the next 12 months, and therefore this balance 1s considered to be repayable in more than a year
from the balance sheet date The Directors have also considered the recoverability of the inter-company balance
and have made provision for the full value of the debt

CASH AND CASH EQUIVALENTS

Group
2011 2010
£ £
Bank deposit account 859,978 506,637
Bank accounts 10,851 10,144
870,829 516,781
TRADE AND OTHER PAYABLES
Group
2011 2010
£ £
Current
Trade creditors 69,905 56,208
Social secunity and other taxes 5,130 5,810
Other creditors 4,074 2,097
Accrued expenses 18,059 33,443
97,168 97,558

The Company has no creditors outstanding at the year-end date

Trade payables and Accruals principally comprise amounts outstanding for trade purchases and ongoing costs
The average credit term agreed with suppliers 1s 30 days and payment 15 generally made within the agreed terms
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LEASING AGREEMENTS
Group
Non-cancellable operating
leases
2011 2010

£ £
Within one year 5,300 10,600
Between one and five years - 5,300

5,300 15,900

The outstanding commitments represent rental payments due under the lease for the Group's office premises
which expires in December 2011 The lease does not include any onerous restrniction of the Group's activities

Company
The Company had no lease commitments at 30 June 2011
FINANCIAL INSTRUMENTS

The Group's principal financial instruments are trade and other recervables, trade and other payables and cash The
main purpose of these financial instruments 1s to finance the Group's ongoing operational requirements The
Group does not trade 1n denivative financial instruments

The major financial nsks faced by the Group, which remamned unchanged throughout the year, are interest rate
risk, foreign exchange nisk and hquidity risk

Policies for the management of these risks are shown below and have been consistently apphed
Market risks

INTEREST RATE RISK
The Group 15 exposed to interest rate risk as cash balances mm excess of immediate needs are placed on short-term
deposit The Group seeks to optumise the interest rates received by continuously monitoring those available

FOREIGN EXCHANGE RISK

The Group's activities expose it to fluctuations n the exchange rate for the Euro and the US dollar.

Funds are maintained 1n sterling and foreign currency 1s acquired on the basis of committed expenditure

The Group's results are not considered to be materially sensitive to the above nisks and therefore no sensitivity
analysts has been provided

Non-market risks
LIQUIDITY RISK

The Board has responsibility for reducing exposure to liquidity nsk and ensures that adequate funds are available
to meet anticipated requirements from existing operations by a process of continual monitoring
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CALLED UP SHARE CAPITAL

Authorised:
Number Class Nominal 2011 2010
value £ £
40,000,000,000 Ordinary Shares 0 025p 10,000,000 10,000,000
Allotted, 1ssued and fally paid:
Number Class Nominal 2011 2010
value £ £
1,450,597,713 Ordmary Shares 0 025p 362,649 293,899

(2010 1,175,597,713)

In August 2010 100,000,000 ordinary shares of 0 025 pence were 1ssued at 0 2 pence per share In December 2010
125,000,000 ordinary shares of 0 025 pence were 1ssued at 0 2 pence per share In February 2011 50,000,000
ordinary shares of 0 025 pence were issued at 1 pence per share

Details of share options granted can be found i note 23 to the financial statements, Share-Based Payment
Transactions

RESERVES

Reserve Description and purpose

Share capital Amount of the contributions made by shareholders in return for the 1ssue of
shares

Share premum Amount subscribed for share capital in excess of nominal value

Merger reserve Premium on shares 1ssue 1n consideration of the acquisition of subsidiaries

Retained earnings Cumulative net gains and losses recogmised n the consolhidated and the
Company balance sheet

Share-based compensation Cumulative fair value of share option granted and recognised as an expense

reserve n the Income statement

Details of movements in each reserve are set out m the Consolidated Statement of Changes in Equity on page 9
and the Company Statement of Changes in Equity on page 10

PENSION COMMITMENTS

The Group makes contributions to its employees’ own personal pension schemes The contributions for the
period of £11,244 (2010 £10,200) are charged to the profit and loss account At the balance sheet date
contributions of £4,074 (2010 £2,097) were owed and are mcluded i creditors

CONTINGENT LIABILITIES

There are no contingent hiabthtees (2010 Enal}
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21 RELATED PARTY DISCLOSURES

During the year ended 30 June 2010 Sareum entered into an agreement whereby Physiomics PLC provides
support to Sareum's cancer drug joint research program with The Institute of Cancer Research and Cancer
Research Technology Limited The work will be funded from the proceeds of commerciahising the research
program Paul Harper, a director of Sareum PL.C, 1s also a director of Physiomics PL.C

Disclosure regarding the remuneration of key management personmel 1s given n note 3, Employees and Drrectors,
and n the Remuneration Comnuttee report

Transactions between the Company and its subsidiary, Sareurn Limited, which is a related party, have been
eliminated on consohidation The ultimate holding company of the Group 1s Sareum Holdings plc

During the year, Sareum Holdings plc continued to provide an interest free loan to Sareumn Limited, further details
of which can be found in note 12 to the financial statements

22 RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS

Group
2011 2010
£ £
Loss for the financial year (568,358 (569,089)
Issue of share capital 892,745 765,565
Share-based compensation reserve 28,338 -
Net additson to shareholders' funds 352,725 196,476
Opening shareholders’ funds 523,038 326,562
Closing shareholders’ funds 875,763 523,038
Company
2011 2010
£ £
Loss for the financial year (921,083) (765,565)
Issue of share capital 892,745 765,565
Share-based cempensation reserve 28,338 -
Opening shareholders’ funds 30,000 30,000
Closing shareholders’ funds 30,000 30,000
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SHARE-BASED PAYMENT TRANSACTIONS

The Group operates a share option scheme under the Enterprise Management Incentive Scheme ("EMI") for
employees of the Group If the options remain unexercised after a period of 10 years from the date of grant, the
options expire Options are forfeited 1f the employee leaves the Group before the options vest

Details of the share options outstanding during the year are as follows

2011 2010

Number Weighted Number Weighted

of share average of share average

options exercise price options exercise price

{n pence) {in pence)

Outstanding at beginning of period 12,800,000 025 - -
Granted duning the penod 12,307,692 026 12,800,000 025
Forfented during the period - - - -
Exercised during the period - - - -
Expired during the period - - - -
Outstanding at the end of the penod 25,107,692 0255 12,800,000 025
Exercisable at the end of the penod 12,553,846 0255 6,400,000 025

The options outstanding at 30 June 2011 had a weighted average remaming contractual hife of 8 year and 11
months (30 June 2010 9 years and 5 months) The options outstanding but not exercisable at 30 June 2011 and 30
June 2010 vest on the date upon which a sigmificant commerctal deal 1s signed by the Group

Further information concerning share options granted to directors 1s provided 1n the Remuneration Commuttee
report

Fair value calculation
Fair value was estimated using the Black-Scholes model The key data and assumptions used were

Date of grant December December
2010 2009
Share price 025p 025p
Exercise price 026p 025p
Volauhty 50% 83%
Time untii maturity 3 years 3 years
Risk free rate of interest 1% 1%
Expected dividend yreld ml nl

Volatility for the options granted in December 2010 1s based on share price performance for companies operating
n a similar field Volatihity for the options granted n December 2009 1s calculated using the Group's histoncal
share price data and 15 the annual volatility at 30 June 2010

The weighted average far value of the share options at 30 June 2011 was 0 158p per share (2010 0 134p per

share) A fair value charge of £28,338 has been provided in the year No expense was provided during the previous
year on the basis that the Directors did not consider the amount to be matenal
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24 RECONCILIATION OF LOSS BEFORE INCOME TAX TO CASH GENERATED FROM

OPERATIONS

Group

Loss before income tax

Depreciation charges

Loss on disposal of fixed assets

Add back Share-based compensation
Finance income

(Increase)/Decrease n trade and other receivables
(Decrease)/Increase in trade and other payables

Cash generated from operations

Company

Loss before income tax
Add back Impairment provision
Add back Share-based compensation

Increase in trade and other recervables

Cash generated from operations

25 CASH AND CASH EQUIVALENTS

2011 2010
£ £
(628,248) (640,615)

1,078 1,729
56 -
28,338 -
(9,611) (3,127)
(608,387) (642,013)
(14,141) 6,992
(390) 45,919
(622,918) (589,102)
2011 2010
£ £
(921,083) (765,565)
798,983 674,570
28,338 -
(93,762) (90,995)
(798,983) (674,570)
892,745) (765,565)

The amounts disclosed on the cash flow statements in respect of cash and cash equivalents are n respect of these

balance sheet amounts

Year ended 30 June 2011

Cash and cash equivalents

Year ended 30 June 2010

Cash and cash equivalents

Group Company
30611 1710 30611 1710
£ £ £ £
370,829 516,781 - -
30610 1709 30610 1709
£ £ £ £
516,781 273,977 - -

26 CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that the Group and its subsidiary company will be able to continue as

gomg concems

The capital structure of the Group consists of equity, comprising 1ssued share capital and reserves as disclosed 1n

notes 17 and 18, and cash and cash equivalents

continued
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DEFERRED TAX

No provision has been made 1n the Group's accounts and the amounts not provided for at the end of the year are as
follows

2011 2010

£ £
Excess of depreciation on fixed assets over taxation allowances claimed (4,020} (5,366)
Tax losses available (697,889) (657,297)

(701,909) (662,663)

A potential deferred tax asset of £701,909 has not been recognised, as there 1s significant uncertainty that the
Company will make sufficient profits in the foreseeable future to justify recogmtion The deferred tax asset would
be recognised should sufficient profits be generated in the future against which it may be recovered
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