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o Grant Thornton

Independent auditor's report to Acal Energy Limited under
Section 449 of the Companies Act 2006

We have examined the abbreviated accounts which compnse the principal accounung policies, balance sheet
and the related notes, together with the financial statements of Acal Energy Limuted for the year ended
31 March 2011 prepared under Section 396 of the Companies Act 2006

This report 1s made solely to the company, in accordance with Section 449 of the Companites Act 2006 Qur
work has been undertaken so that we rmught state to the company those matters we are required to state to
them 1n a special 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, for our audit work, for this report, or for
the opinions we have formed

Respective responsibilities of directors and auditors

The directors are responsible for preparing the abbreviated accounts 1n accordance with Secton 444 of the
Compantes Act 2006 It is our responsibility to form an independent opinion as to whether the company 1s
entitled to deliver abbreviated accounts to the Registrar of Companites and whether the abbreviated
accounts have been propetly prepared in accordance with the regulations made under that section and to
repott out OpINIoN to you

We conducted our work 1n accordance with Bulletin 2008/4 1ssued by the Auditing Practices Board In
accordance with that Bulletin we have carried out the procedures we consider necessary to confirm, by
reference to the financial statements, that the company 1s entitled to deliver abbreviated accounts and that
the abbreviated accounts are properly prepared

Opinion

In our opimon the company 1s entitled to deliver abbreviated accounts prepared i accordance with Section
444(3) of the Companies Act 2006, and the abbreviated accounts have been propetly prepared in accordance
with the regulations made under that section

Y =

Kevin Engel (Senior Statutory Auditor)
For and on behalf of

Grant Thornton UK ILP

Statutory Auditor

Chartered Accountants

Liverpool

) Jui,lj 2011
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Principal accounting policies

Basis of accounting

The financial statements have been prepared under the histonical cost convention, and 1n accordance with
the Financial Reporung Standard for Smaller Enuties {(effective Apnl 2008)

The prmapal accounting polictes of the company are set out below and remain unchanged from the
previcus year

Basis of preparation-going concern

These accounts have been prepared on a going concern basis which assumes the company will be able to pay
1ts debts as they fall due for a period of atleast 12 months from approval of these financial statements  This
assumption 1s suppotted by a cashflow forecast prepared for the period to 30 June 2012 which includes
funding income from external sources amounting to £1,486k received 1n April and carly May 2011, and
grants i respect of fulfilment of conditions attaching to grants already agreed, amountung to £42%

The directors are also confident that the company will continue to fulfil the condittons required to satisfy 1ts
continuing ebgibihty for grant fundmng from vanous sources throughout the period

The cashflow forecast prepared demonstrates that the company will need further funding income from
external sources from 1 July 2012 to pay its debts as they fall due The directors plan a further share 1ssue at
that time which, 1f successful, will provide the company with further funds to continue its research actuvities
beyond July 2012

Whilst there 1s no certainty concerning the achievement of further funding from July 2012 or the receipt of
grant mncome of £429k which 1s contingent on future events, the directors are confident the company can
continue to operate and achieve its vanious research milestones 1 the period to 30 June 2012, and operate
with sufficient cash headroom wathin 1ts existing forecast assumptions  Therefore the gomng concern basis
of preparaton of these financial statetnents remains approprate

Consolidation
In the opinion of the directors, the company and its subsidiary undertakings comprise a small group The

company has therefore taken advantage of the exemption provided by Secuon 398 of the Companies Act
2006 not to prepare group accounts

The accounts present information about the company only and not other members of the group

Research and development

Research and development expenditure including patent costs 1s written off 1n the year in which 1t 1s
incurred

Fixed assets

All fixed assets are mitially recorded at cost
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Depreciation

Deprectation is calculated so as to wnite off the cost of an asset, less s esumated residual value, over the
useful economuc hife of that asset as follows

Leasehold improvements - 3 years straight line
Plant and machinery - 20% straight hne
Equpment - 33% straight hine

Assets under construction are not depreciated untl they are put into use
Operating lease agreements

Rentals applicable to operating leases where substanually all of the benefits and nisks of ownership remain
with the lessor are charged against profits on a straight line basis over the period of the lease

Pension costs

The company operates a defined contribution pension scheme for employees The assets of the scheme are
held separately from those of the company The annual contributions payable are charged to the profit and
loss account

Deferred taxation

Deferred tax 15 recogrused 1 respect of all iming differences that have onginated but not reversed at the
balance sheet date where transactions or events have occurred at that date that will result in an obligation to
pay more, or a ight to pay less or to recetve more tax

Deferred tax assets are recognised only to the extent that the directors constdet that it 1s more likely than not
that there will be suitable taxable profits from which the future reversal of the underlying tmung differences
can be deducted

Deferred tax 1s measured on an undiscounted basis at the tax rates that are expected to apply in the periods
in which uming differences reverse, based on tax rates and laws enacted or substantively enacted at the
balance sheet date

Foreign currencies

Monetary assets and liabilities in foreign currencies are translated into sterling at the rates of exchange ruling
at the balance sheet date Transactions 1n foreign currencies are translated into stethng at the rate of
exchange ruling at the date of the transacuon Exchange differences are taken into account in arriving at the
operating profit




Acal Energy Limited 6
Financial statements for the year ended 31 March 2011

Financial instruments
Classification as equity or financial hability

Financial habihties and equity mstruments are classified according to the substance of the contractual
arrangements entered into

A financial liability exists where there 1s a contractual obligation to delver cash or another financial asset to
another entity, or to exchange financial assets or financial liabtlittes under potentally unfavourable
conditions In addition, contracts which result 1n the entity dehvening a vaniable number of 1ts own equuty
instruments are financial habilites Shares contatning such obligations are classified as financial hiabilities

Finance costs and gams or losses relating to financial habilines are 1ncluded 1 the profit and loss account
The carrying amount of the hability 1s increased by the finance cost and reduced by payments made in
respect of that habihty Finance costs are calculated so as to produce a constant rate of charge on the
outstanding lability

An equity instrument 1s any contract that evidences a residual mterest in the assets of the company after
deducting all of 1ts habiittes Dividends and distributions relating to equity instruments are debited directly
to reserves

Compound instruments

Compound mnstruments comprise both a liability and an equity component At date of 1ssue, the fair value of
the liabiity component 1s estmated using the prevaling market interest rate for a sumilar debt mstrument
The hability component 1s accounted for as a financial hability

The residual 1s the difference between the net proceeds of 1ssue and the hability component (at ume of
tssue) The residual 1s the equity component, which 1s accounted for as an equity msttument

The interest expense on the liability component 1s calculated applying the effective interest rate for the
lability component of the instrument The difference between this amount and any repayments 1s added to
the carrying amount of the hability in the balance sheet

Investments

Investments held as fixed assets are stated at cost less proviston for any tmpairment in value

Deferred government grants

Government grants i respect of capital expenditure are credited to a deferred mncome account and are
released to the profit and loss account by equal annual instalments over the expected useful ives of the

relevant assets

Government grants/asststance of a revenue nature are credited to the profit and loss account i the same
penod as the related expenditure

Certain grants are recetvable based on the achievement of specific research mulestones as determined by the
grant-making body
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Abbreviated balance sheet

Note

Fixed assets 1
Tangible assets
Investments

Current assets
Debtors
Cash at bank and 1n hand

Creditors® amounts falling due within one year
Net current assets

Total assets less current habihities

Creditors: amounts falling due after more than one year

Government grants 2

Caputal and reserves

Called-up share capital 3
Shate prermium account

Ordinary shares equity adjustment

Profit and loss account

Shareholders’ funds

7
2011 2010

£ L
663,128 320,981
76 -
663,204 320,981
467,445 313,515
2253812 1,806,055
2,721,257 2,209,570
537,395 376,892
2,183,862 1,832,678
2,847,066 2,153,659
1,952,599 1,132,582
143,709 17,778
2,096,308 1,150,360
378,208 376,067
9,258,236 6,333,493

(612,779)  (386,843)

(8:272,907)  (5,319,418)
750,758 1,003,299
2,847,066 2,153,659

These abbreviated accounts have been prepared in accordance with the special provisions for small

companies under Part 15 of the Companies Act 2006

These abbreviated accounts were approved by the directors and authonsed for 1ssue on June. 201 1,

and are signed on their behalf by

o

R Petugrew
Director

Company Registranon Number 5209861

The accompanying accounting policies and notes form part of these abbreviated accounts,
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Notes to the abbreviated accounts

Fixed assets

Cost
At 1 Aprl 2010
Addittons

At 31 March 2011

Deprecianion
At 1 Apnl 2010
Charge for year

At 31 March 2011

Net book value
At 31 March 2011

At 31 March 2010

Tangible

assets Investments

£

448,144
446,162

894,306

127,163
104,015

231,178

663,128
320,981

£

EIE
R

|1|3~"

Total
£

448,144
446,238

894,382

127,163
104,015

231,178

663,204
320,981

At 31 March 2011 the company held more than 20% of the share capital of the following undertaking

incorporated 1n Japan

ACAL Japan KK

Government grants

Received and recetvable

Amortisation

Class of Propottion

shares held

Ordinary

held

100%

Nature of Capital and Loss for the

business

Provision of

consultancy services

[ESCIVES

£

(3,393)

2011
£

160,878
(17,169)

143,709

year

£

(483)

2010
£

18,423
(645)

17,778
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Share capital

Allotted, called up and fully paid

2011 2010

No £ No £

91,065 Ordinary shares of £0 01 each 91,665 217 91,665 917
133,332 A ordinary shares of £0 01 each 133,332 1,333 133,332 1,333
37,000,000 Deferred shares of £0 01 each 37,000,000 370,000 37,000,000 370,000
274,559 B Ordinary shares of £0 01 each 274,559 2,746 274,559 2,746
321,274 C Ordinary shares of £0 01 each 321,274 3,213 107,142 1,07
37,820,830 378,208 37,606,698 376,067

During the year shares were 1ssued as follows

C ordinary shares of £0 01 each
214,132 shares with an 1ssue value of £14 each and consideranon recerved of £2,997,848

Premium on 1ssue amounted to £2,995,707 against which were deducted deal expenses of £70,964 leaving a
net addinion to the share premium account of £2,924,743

The A, B and C ordinary shareholders are entided to a cumulative dividend of 8% from the respective date
of 1ssue, based on the total 1ssue price of each share

Conversion rights attach to the holders of A, B & C shares for automatic conversion mto fully paid ordinary
shares immediately prior to and conditional upon a qualifying TPO at a rate determined 1n accordance with
the Articles of Assoclation

The nghts to a return of capital of the company on a iquudation or otherwnse are that payment 1s made of
liabihues and all dividends declared but unpaid, followed by repayment to the C, B, A, ordinary and deferred
shareholders { the latter an amount of £1 only) 1n that order, with any balance distnbuted to those
shareholders 1n the same order proportionate to the numbers of shares held

In the event of a total sale to an existing shareholder, no payment 1s made to that shareholder as detailed
above, and that acquiring shareholder 1s to be ignored 1n calculating payments 1n the order detailed above

The holders of the deferred shares have no voung nghts and the company may acquire the deferred shares
at 1ts discretion at any ume for £1

Subject to the above detatls, the rights attaching to the classes of shares are the same
Post balance sheet events

The company has issued further C ordinary shares, subsequent to the year end, with net proceeds of
£1,554,801




