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Tissue Regenix Group plc

Chairman’s Statement

QOverview

We continue fo make good progress in the development of a number of products,
addressing a range of needs across multiple therapeutic areas, utilising our proprietary
platform technology, dCell® Our goal 1s to become a global leader In regenerative
medicine The successiul share placing in December 2011, which raised £25m (before
expenses), has greatly enhanced cur momentum by allowing us to develop a number
of producis In parallel

The dCeil Process

The dCell® process 1s protecied by a hibrary of patents and 1s used 1o create biological
scaffolds by decelliansing human or animal tissue These scaffolds are intended to
replace damaged or diseased parts of the human body and have been shown to be
capable of regeneration, thereby becoming integrated into the patent Because the
scaffoids are inert on iImplantation and the subseqguent regeneration has been shown
to occur through natural bodily funchons, they are classified as medical devices and
therefore follow a regulatory pathway which is typically faster and less costly than, for
example, pharmaceutical products

Product Development

Cardac

We are continuing to prepare the data required to support the development of a dCell®
version of an existing broprosthetic heart valve, which has already been used In over
1200 patients The dCeil® process has been used with hurnan donor valves in over
140 patients and with encouraaing resulls covering a pernod of over five years
Discussions are at an early stage to develop commercial agreements with lissue
banks and work has commenced on both acrtic and pulmonary replacement porcine
heart valves Although at an early stage we believe these products have the potential
to represent a fremendous advance In this field

Dermis

The pilot study of the use of human donor decellulansed skin in the treatment of
chronic wounds, which was intiated with our UK development partner NHSBT,
contnues with very early but promesing results We expect preiminary clinical data to
be avalable towards the end of 2012 This product will also be evaluated for use In
plastic surgery and burns A porcine donor version 1s also under examination

Vascular

Two year follow up daia for the dCell® Vascular Patch will be avallable later this year
and we continue to buld climcal evidence and experience to assist In its
commercialisation Dialogue with the FDA continues m respect of approval of its use
in the USA and we are preparing additicnal data that they have requested Thus far
its use has been mainly in the femoral position (arteries of the thigh) and we are
examming how It may best be used by surgeons in carotid applications (artenes of
the head and neck) A pre-pilot study for a cardiac patch 1s under way and showing
early signs of promise and we expect a study of #s use in paiching the Dura will be
underway soon Also we continue to progress the Arterial-Vascular graft, which can
be used to replace damaged veins and arteries, with our development parners in
Brazi
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Orthopaedic

The preclinical tnal of our porcine meniscal repair product 1s neanng its end and we
expect data to be available in the second half of the year There 15 a very large but
un-met clinical need for this product and inihal surgeon feedback has been
encouraging We have also begun {o refine production processes for a porcine
ligament repair product and will commence preclinical work shortly

Financial Review

During the year we raised £25 0m (before expenses) through a placing of shares
achieved Iin very demanding market conditions, with support from a major new
institutional shareholder, Invesco Asset Management Limited, plus a number of our
existing sharehelders The purpose of the fund-raising was to enable the development
of a number of products simultaneously As at the year end the cash balance was
£28 0m (2011 £59m) Operating mncome of £01m (2011 £0 2m) was comprised
mamly of grant income Administrative expenses increased to £31m {2011 £21m)
primarily due to increased development spend on new product tnals and additional
staff costs incurred as we began to scale up to develop multiple products concurrently
As a resuli of these investments, the operating loss for the penod increased to £3 Om
(2011 £19m excluding £37m of deemed cost on reverse acquisition)

The Board and external recogmtion

There have been no changes in the composition of the Board since the previously
announced appointment of lan Jefferson as Chief Financial Officer on 13 June 2011
I am however delighted that external recognition has been given to our development
partners at Leeds University The Institute of Medical and Biolegical Engineerning at
the University was awarded the Queens Diamond Jubilee Award for Higher and
Further Education for therr work i the field of regenerative medical devices

Outlook

The chronic glebal shortage of donor tissue will result in clinical demand for products
o address this 1ssue continuing to Increase Tissue Regenix’s programmes in Cardiac,
Orthopaedics, Vascular and Advanced Woundcare are ideally placed to provide long
term solutions 1o replace and regenerate diseased or aging body parts Markets like
advanced wound care (which has estimated revenues of $5bn per year globally)
continue to grow as conditions such as chronic wounds and diabetic foot ulcers place
huge burdens on healthcare systems and are prnime candidates for products based
on our technology platform The fundraising which we successfully achieved in 2011
leaves me confident that we are now ideally posiioned to capitalise on major market
nesds and become a leader in regenerative medicine Our product pipeline continues
to progress well and we are looking forward to being in a position to advance these
through a range of {rials with the intention of commercialising them In due course

John Samuel
Executive Chairman
9 May 2012
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Tissue Regenix Group plc

Directors’ Report

The Directors present their repaort and conseclidated financial statements for the year
ended 31 January 2012

Principal activity

The principatl actmity of the Group was that of exploiting innovative platform
technologies in the field of tissue engineering and regenerative medicine The
Company 1s incorporated and domiciled in the UK

Rewview of the business and fulure developments
A review of the Group's perforrmance and future prospects I1s Included in the
Chatrman’s statement on pages 2 and 3

Key performance indicators
Key Group performance indicators are set out below

31 January 2012 31 January 2011

£'000 £'000

Net assets 27,879 6,218
Loss attnbutable to equity holders pre cost of acquisthon {2,687) {1,678)
Deemed cost of reverse acquisition - (3.749)
Total loss attributable to equity holders {2,687) (5.427)
Cash and cash equivalents 28,021 5,889

Results and dividends

The loss for the year atinbutable to equity holders pre exceptional tems was £2,687k
(2011 £1,678k) The directors do not recommend the payment of a dividend (2011
nil}

Share capital and funding
Full details of the Group and Company’s share capital movements dunng the year
are given i note 13 of the financial statements

Directors and their interests
The following directors held office in the year

John Samuel

Antony Odell

lan Jefferson {appointed 13 June 2011)
Michael Bretherion

Alan Aubrey

Alan Miller

Alexander Stevenson

Directors’ interests in the shares of the Company, including family interesis are
included in the Remuneration Report on pages 9o 12

Directors’ indemnity insurance

The Group has maintained insurance throughout the year for ils directors and officers
against the consequences of actions brought against them n relation to therr duties
for the Group
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Profile of the directors

John Samuel, Executve Chairman

John Samuel joined Tissue Regenix Limited as Charrman in March 2008 John
qualified as a Chartered Accountant with Price Waterhouse and has held a number
of senior finance positions I Industry, including as Financial Director of Whessoe plc
and Elis & Everard plc He was formerly the CEO of the Molnlycke Health Care Group,
a global provider of single use surgical and wound care products to the healthcare
sector Untl January 2010 he was a Pariner with Apax Parners Lip Currently, he 1s
also Chairman of Xeros Ltd

Antony Odell, Managing Director

Antony Odell joined Tissue Regenix Limited as a consultant from January 2008 and
was appointed 1o the Board of Tissue Regenix Limited 1in October 2008 Antony has
extensive commercial expenence in the medical technology sector As well as working
as co-director of Xeno Medical, a medical technology consultancy, he was CEO for a
UK NHS cardiovascular device spin-out, Tayside Flow Technologies Ltd Antony has
a strong corporate secior background having worked for J&J Medical for almost
10 years 1n European business development roles for Drug Delivery & Vascular
Access and General Manager (UK} for Fresemus (Crtical Care & Diagnostics}

lan Jefferson, Chief Rinancial Officer

lan Jefferson joined Tissue Regenix Group Plc as Chief Financial Officer in June 2011
lan was formerly Chief Executive Officer of AIM histed, COE Group Plc Having initaily
joined COE as CFQO in 2007 he became CEQ in 2008, restructured the Group and
then successfully planned and executed its sale Pnor to COE, lan held a number of
sentor finance positions within LSE-quoted companies, most recently as Group
Financial Controller of 600 Group Plc He has a compiehensive financial and
operations background and extensive experience of organisaticnal transformation
and M&A A qualified charered accountant ian holds a BSc in Physics with Electronics
from Manchester University and an MSc in Applied Radation Physics from
Birmmgham University

Michael Bretherton, Non-Executive Director

Michael Bretherton graduated in Economics from the University of Leeds and then
worked as an accountant and manager with Pricewaterhouse for 7 years in both
London and the Middle East He subseqguently worked for the Plessey Company Plc
before being appomnted Finance Director of Bridgend Group Plc in 1988 where he
held the position for 12 years More recently, he has worked at the property and
services company, Mapeley Limited as Financial Operations Director and then at the
enteriainment software games developer, Lionhead Studios Lmited Michael currently
1s a director of ORA Capital Pariners Limited, which 1s one of the significant investors
in Tissue Regenix, as well as a number of other AIM listed companies

Alan Aubrey, Non-Executive Director

Alan was the jont founder and Chief Executive of Techtran Group Lid, the
first company 1 Europe to offer a complete outsourced technology transfer function
to universities Techiran was acquired by |P Group In 2005 Alan s also Non-Executive
Chairman of Proactis, an AlM-listed software company based in York. From 1995-2002
Alan was a pariner in KPMG where he specialised in providing advice to fast growing
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Directors’ Report

technology businesses Alan holds a BA in Economics from the University of Leeds
and a MBA with Distinction from the Unwversity of Bradford He 1s a fellow of the Inshtute
of Chartered Accountants of England and Wales Alan 1s atso Charman of the
Department for Business, Innovation & Skills (BIS) Audit and Risk Committee

Alan Miller, Non-Executive Director

Alan Miller 15 a founding partner of SCM Private, the wealth management company,
which was set up In 2009 He was formerly the Chief Investment Officer and founding
shareholder of New Star Assel Management from 2001 until 2007 Prior fo that, he
was a Director at Jupiter Asset Management having spent his early career as a senior
fund manager at Gartmore Investment Management Afan is also a Non-Executive
Director of several private companies Including Pharminox Lid, a pharmaceutical
company specialising in cancer research Alan has a degree in Commerce
(Accounting) from Birmingham University and is a member of the Chartered Institute
of Management Accountants

Alexander Stevenson, Non-Executive Director

Alex Stevenson jotned Tissue Regerix Limited as a Non-Executive Director In
December 2007 Alex s a Director of Aquanus Equity Partniers, one of the significant
investors In Tissue Regenix He began hus career as a scientist, before focusing
on identification, establishment and growih of high value technology businesses Alex
warked for Techtran from formation through to its sale to ma:n market Iisted IP Group
In 2005 Following the acquisiion, Alex worked in a variety of roles within I Group
and managed investments in portffolic companies including Avacta and Syntopix
(where he was alsc CEQ), both of which listed on AlM in 2006 Most recently, Alex
was a founder and Chief Operating Officer of Modern Biosciences plc, the drug
development subsidiary of 1P Group

Substantial shareholders
As al 31 March 2012, shareholders holding more than 3% of the share capital of Tissue
Regenix Group plc were

Name of shareholder Number of shares % of voting nights
Invesco Limited 186,457,019 28 58
ORA (Guernsey) Limited 129,435,477 19 83
Techtran Group Limited 89,884,942 1377
University of Leeds 33,980,127 521
The Northern Entrepreneurs Fund LLP 30,512,434 4 67
IP Venture Fund 24,794,730 380
Henderson Global Investors 23,808,207 365
John Samuel* 23,588,928 361
Alan Miller 22 861,655 350

* Includes 10,740,000 shares held jonlly by the director and the Tissue Regenix Employee Share Trust.

Risk management
Details of the Group's financial nsk management cbjectives and policies are disclosed
in note 11 to the financial statements
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The main nsks anising from the Group’s actvites are market nsk and hguidity risk
The Directors review and agree policies for managing rnisk at least annually

Market nsk

Interest rate nsk

The Group has no external financing facilities therefore its interest rate risk s limited
to the level of interest received on its cash surpluses Interest rate rnisk 1s partally
mitgated by using an etement of fixed rate deposit accounts

Lrquidity nsk

The Company seeks to manage quidity by ensurning sufficient funds are available to
meet foreseeable needs and to invest cash assets safely and profitably The Group
had cash balances of £28,021k as at 31 January 2012 {2011 £5,889k) which the
Directors consider to be sufficient to continue in business for the foreseeable future

In order to minimise nisk to the Group's capial, funds are Invested across a number
of financial institubons with strong credit ratings Cash forecasts are updated reqularly
to ensure that there 1s sufficient cash avallable for foreseeable requirements

Credit risk
The Company’s principal financial asset 1s cash The credit nisk associated with cash
1s lmited because the Group only holds cash with banks with high credit ratings

Donations
No charitable or peliical donations were made in the year (2011 nil)

Policy on payment of suppliers

The Group does not follow any code or standard payment practice The Group's policy
is to agree the terms of payment with key supplers For all other suppliers, terms are
agreed for each transaction The Group endeavours to atide by the terms of payment
with suppliers

Employment policies

The Group supports employment of disabled people where possible through
recruitment, by retention of those whe become disabled and generally through
traiming, career development and promotion

The Group 15 committed to keeping employees as fully-informed as possible with
regard to the Group's performance and prospecis and seeks ther views, wherever
possible, on matters which affect them as employees

Statement as to disclosure of information to the auditor

The Directors who were in office on the date of approval of these financial statements
have confirmed, that as far as they are aware, that there 1s no relevant audit information
of which the auditor 1s unaware Each of the Directors have confirmed that they have
taken all the steps that they ought to have taken as directors 1n order to make
themselves aware of any relevant audit information and to establish that it has been
communicated to the auditor
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Directors’ Report

Auditor

During the year the Group decided to change auditors and the appointment of KPMG
Audit Plc was approved by the board on 1 March 2012 In accordance with
section 489 of the Companies Act 20086, a resolution to appoint KPMG Audit Pl will
be put to the members at the Annual General Meeting

On behalf of the Board

Antony QOdell
Director

9 May 2012
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Directors’ Remuneration Report

It 15 the Company's policy that Executive Directors should have contracts with an
indefinite term providing for a maximum of six menths' notice In the event of early
termination, the Directors' contracts provide for compensation up to a maxmum of
basic salary for the notice period

Non-executive Directors are employed on letters of appointment which may be
terminated on not less than three months’ nolice

Companies with securities listed on AIM do not need to comply with the UKLA Listing
Rules The Remuneration Committee 1s however committed to maintaining high
standards of corporate governance and disclosure and has applied the guidelines
as far as practical given the current size and development of the Company

Remuneration Commiliee

The Remuneration Cormmitiee’s primary responsibilities are 10 review the performance of
the Executive Directors of the Company and o determine the broad policy and framework
for their remuneration and the terms and conditions of therr service and that of senior
management (ncluding the remuneration of and grant of options to such persons under
any share scheme adopted by the Company) The Remuneration Commuttee comprises
Alexander Stevenson, who 1s charman of the commuttee, Alan Aubrey and Alan Miller
The committee meets no less than twice in each financial year

The mam elemenits of the remuneratton packages for Executive Directors and senior
management are

Basic annual salary (including directors’ fees)

The base salary I1s reviewed annually at the beginning of each year The review
process Is undertaken by the Remuneration Committee and takes into account several
factors, including the current position and development of the Group, individual
contnbution and market salaries for comparable orgarisations

Discretionary annual bonus

All Executive Directors and senior managers are eligible for a discretionary annual
bonus which 1s paid In accordance with a bonus scheme developed by the
Remuneration Cormmittee This takes into account indmadual contribution, business
performance and commercial progress, along with financial resuits

Share Incentive schemes

The Group operates a share option plan, under which certain directors’ and senior
management have been granted options 1o subscribe for ordinary shares All options
are equity setlled The options are subject to service and performance conditions,
have an exercise price of between 05 pence and 14 25 pence and the vesting perod
is generally 1-3 years Ii the options remain unexercised after a penod of 10 years
from the date of grant, the options expire The Group has no legal or constructive
cbligation to repurchase or settle the options in cash

In addition, certain Executive Directors are eligible 1o acquire interests in ordmary
shares In the Company to be owned joinily with the truslee of the Tissue Regenix
Group Employee Share Trust (EBT) and under which, subject to meeting performance
critena condiions, most of any future increase n the value of the shares will accrue
to the employees
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Directors’ Remuneration Report

Remuneration Policy for Non-Executive Directors

Remuneration for Non-Executive Directors 1$ set by the Chairman and the Executive
Members of the Board Non-Execulives do not participate in bonus schemes or share
incentive schemes

Directors’ remuneration
The remuneration of the main Board Directors’ of Tissue Regenix who served in the
year to 31 January 2012 was

Salary & Total Total

fees Bonus  Benefits 2012 201

£000 £:000 £000 £000 £000

Antony Odell {note 2 & 3) 140 89 - 229 136
John Samuel (note 3) 100 - - 100 65
lan Jefferson (note 1 & 3) 77 18 - a5 -
Michael Bretherton {note 3) 12 - - 12 11
Alan Aubrey 15 - - 15 9
Alexander Stevenson 10 - - 10 13
Alan Miller 15 - - 15 13
Total 369 107 - 476 247

Note 1 Represents remuneration from 13 June 2011, being ihe date lan Jefferson joined the Company

Note 2 £39k of Antony Odell's bonus relates 1o the prior year

Note 3 In addimion certain directors hold employee share scheme interests in the company Fair value
share based payment charges recogrused In the consolidated statement of comprehensive
income atinbutable to these directors are, John Samuel £59,000 {2011 £53,000), Antony Odell
£30,000 (2011 £203,000), lan Jefferson £28,000 {2011 £} and Michael Bretherton £5,000
(2011 £2,000)

Directors’ shareholdings
Directors’ interests in the shares of the Company, including family interesis at
31 Jjanuary 2012 were

Ordinary shares of 0 5p each

2012 2012 2011 201

Number %o Number %

John Samuel (note 4) 23,588,928 361% 22,861,655 487%
Antony Odell (note 4) 5,572,800 0 85% 5,572,800 119%
lan Jefferson (note 4) 1,009,404 003% - -
Mtchael Bretherton (note 4) 1,200,000 0 18% 1,200,000 026%
Alan Aubrey (note 5 & 6) 2,389,259 037% 2389,259 051%
Alan Miller 21,486,988 3 29% 21,486,988 4 57%

Alexander Stevenson {note 6) - - - -

Note 4 Includes shares held jointly by the director and EBT as set out below

Note5  Shares are held through [P2IPO Nominees Limited

Note 8  Alan Aubrey holds approximalely 0 4 per cenl of the 1ssued share capital of IP Group plc, the
nolding company of Techiran Group Limited and a 017 per cent. imited pananership interest in
IP Venture Fund In additton, Alan Aubrey has a 3 per cent, direct interest in the Northern
Entrepreneurs Fund LLP and approximatety a 0 24 per cent. indirect interest in the same thiough
his shareholding in Axiomlab Group ple, the parent company of Inhoco 2835 Limited which has
a 3 per cent nterest m the Northern Entrepreneurs Fund LLP Further, Alan Aubrey and
Alexander Stevenson are participants in the Northern Entrepreneurs Fund Co-investrment LLP
which holds 1731665 shares in Tissue Regenix Group Pic. Alan and Alexander would be entitted
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Directors’ interests in jointly owned EBT shares and share options

Directors’ interests in shares owned jointly with the Trustees of the Tissue Regenix
Group Employee Share Trust (EBT) and in share options to acquire ordinary shares
of 05 pence each in the Company at 31 January 2012 were

At At
3 February Granted 3 January Exercise
20Mm dunng year 2012 price

Approved EMI
scheme options
Antony Odell 8,307,608 - - - 8307608 073 pence
Antony Odell 1,187,200 - - - 1187200 500 pence
lan Jefferson - - - 872,727 872,727 1375 pence
John Samuel 2,400,000 - - - 2,400,000 500 pence
EBT scheme shares
Antony Odeli 5,372,800 - - - 5,372,800 500 pence
lan Jefferson - - B27.586 827586 1450 pence
John Samuel 10,740,000 - - -~ 10,740,000 500 pence
Michael Bretherton 800,000 - - - 600,000 500 pence

There are no performance conditions outstanding 1n relation to the 8,307,608 options
granted to Antony Odell prnor to the reverse acquisition all of which were eligible to
be exercised at 31 January 2011

All of the other options and EBT share interesis are subject to employment period
and performance conditions which allows for vesting in three equal proportions on or
after the three consecutive annual anniversaries from the date of grant subject to the
Company's share price performance For Antony Odell and John Samuel the share
price 18 required to reach 10 pence per share, 15 pence per share and 20 pence per
share by the respective three vesting dates and for lan Jefferson the share price 15
required to reach 15 pence per share, 20 pence per share and 25 pence per share
by the respective three vesting dates

At 31 January 2012, the employment period and periormance conditions had been
met in relation to 385,733 EMI share options and 1,780,933 EBT shares held by Antony
Odell and 800,000 EMI share options and 3,580,000 EBT shares held by John
Samuel These shares were therefore eligible to vest Also, at 31 January 2012, the
performance conditions had been met in relation to a further 395,733 EMI shares
optrons and 1,790,933 EBT shares held by Antony Odell and 800,000 EMI share
options and 3,580,000 EBT shares held by John Samue! These shares will become
eligible to vest on completon of the associated employment period condition on
30 June 2012

The Tissue Regenix Group Employee Share Trust (“the EBT”) was established with
Osinis Management Services Limited appointed as trustee (“the Trustee") to enable
the Trust to acquire ordinary shares in the Company and to make interests in those
shares avallable for the benefit of current and fulure employees of the Company and
its subsdianes

Antony Odell, John Samuel and Michael Bretherion have interests 1in ordinary shares
in the Company which were acquired Jjoinily with the Trustee in the market on 29 June
2010 at a pnice of 5 pence per share lan Jefferson has an interest in ordinary shares
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Directors’ Remuneration Report

in the Company which were acquired jointty with the Trustee in the market on 25 July
2012 at a price of 14 25 pence The shares were all acquired pursuant to certain
condiions set out In Joint Owned Equity agreements {"JOE's”) Subject to meeting
the performance critera conditions set out In the JOE’s, most of any future increase
in the value of the shares will accrue to the employees provided that they have not
ceased employment with the Group on or before the date that these conditions are
met

The employees are also under certain circumstances able to benefit from an increase
in the value of the Shares on a takeover, change of control, scheme of arrangement
or a voluntary winding-up of the Company Where the performance conditions are
not met, the Trustee has an option to acquire the interests of the employees n the
Shares at a price equal to the onginal purchase cost they paid so thal none of any
increase in the value of the Shares will accrue to them

The market price of the shares at 31 January 2012 was 1362 pence per share, the
highest and lowest prices during the year were 1500 pence and 1100 pence
respectively

Further details of all share options and jointly owned shares held by the Trustee are
set out in note 17 to the financial statements

On behalf of the Board

Alexander Stevenson
Chairman of the Remuneration Committee

9 May 2012
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Corporate Governance Statement

Corporate governance

The Directors recognise the importance of sound corporate governance and observe
the principals of the UK Corporate Governance Code, to the extent that they consider
them appropriate for the Group’s size, throughout the accounting year

The Board
The Board currently comprises three Executive Directors and four Non-Executive
Directors

Audit Committee

The Audit Committee’s primary responsibiities are to monitor the integnty of the
financial affars and statements of the Company, to ensure that the financial
perdormance of the Company and any subsidiary of the Company 1s properly
measured and reported on, to review reports from the Companies audiors relating to
the accounting and internal controls and {o make recommendatiens relating to the
appointment of the external audtors

The Audit Committee compnses Alan Miller, who acts as chairman of the committee,
Alan Aubrey and Alex Stevenson

Internal Control

The Board 1s responsible for maintaining a sound systermn of internal control The
Board's measures are designed to manage, not eliminate risk, and such a system
provides reasonable but not absolute assurance against matenal misstatement or
loss The board confirms that it has established the procedures necessary to
implement the guidance “Internal Control Guidance for Directors on the Combined
Code" {The Turnbull Report)

Some key features of the internal control system are

() Management accounts information, budgets, forecasts and business risk 1ssues
are regularly reviewed by the Board who meet al least ten hmes per year,

{1} The Company has operational, accounting and employment policies in place,

(m) The Board actively identifies and evaluates the nsks inherent in the business
and ensures that appropnate controls and procedures are in place to manage
these nsks, and

(i) There s a clearly defined organisational structure and there are well-established
financial reporting and control systems

Going Concern

At 31 January 2012, the Group had £28,021k of cash and cash equivalents available
fo it The Direclors have considered their obligation, in relation o the assessment of
the going concern of the Group and each statutory entity within it and have reviewed
the current budgel cash forecasts and assumptions as well as the mamn nsk factors
facing the Group

After due enquiry, the Directors consider that the Group has adequate resources o
continue in operational existence for the foreseeable fulure Accordingly, they continue
to adopt the going concern basis in prepanng the financial statements
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Statement of Directors’ Responsibilities

Statement of Directors’ responsibilities
The Directors are responsible for preparing the Directors’ Report and the financial
statements in accordance with applicable law and regulations

Company law requires the directors to prepare Group and Cempany financial
statements for each financial year The Directors are required by the AlM rules of the
London Stock Exchange to prepare Group financial statements 1in accordance with
International Financial Reporting Standards ("IFRS™) as adopted by the European
Union {"EU") and have elected under company law to prepare the Company financial
statements in accordance with IFRS as adopted by the EU

The financial statements are required by law and IFRS as adopted by the EU to
present farly the financial position of the Group and Company and the financial
performance of the Group The Companies Act 2006 provides 1n relation 10 such
financial statements that references in the relevant part of that Act to financial
statements giving a true and farr view are references to therr achieving a fasr
presentation

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 the Company and of the profit or loss of the Group for that period

In preparing each of the Group and Company financial statements, the Cirectors are
required to

a select suitable accounting policies and then apply them consistently,
b  make judgements and estimates that are reasonable and prudent,

¢ state whether they have been prepared in accordance with IFRS as adopted by
the EY,

d prepare the financial statements on the going concern basis unless it 1s
inappropriate to presume that the Group and the Company will continue 1n
business

The Directors are responsible for keeping adequate accounting records that are
sufficient to show and explain the Group’s and the Company’s transactions and
disclose with reasonable accuracy at any time the financial position of the Group and
Company and 1o enable them to ensure that the financial statements comply with the
Companies Act 2006 They are also responsible for safeguarding the assets of the
Group and Company and hence for taking reasonable steps for the prevention and
detection of fraud and other irregularties

The Directors are responsible for the maintenance and integnity of the corporate
and nancial informaton included on the Tissue Regenix Group website,
wwwlissueregenix com

Legislation In the United Kingdom governing the preparation and dissemination of
financial statements may differ from legislation n other junsdictions
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Tissue Regenix Group plc

Report of the Independent Auditor to the
Members of Tissue Regenix Group Plc

We have audited the group and parent company financial statements {"the financial
statements”} which comprise, the Consclidated and Parent Company Statements of
Financial Position, the Consolidated Statement of Comprehensive Income, the
Consolidated and Parent Company Statements of Cash Flows, the Consoclidated and
Parent Company Statements of Changes in Equity and the related notes The financial
reperting framework that has been applied in their preparation 1s applicable law and
International Financial Reporting Standards (IFRSs) as adopted by the European
Union and, as regards the parent company financial staterments, as appled in
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 Panrt 16 of the Companies Act 2006 Cur audit work has been undertaken
so that we might state 1o 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 directers and auditor

As more fully explamed in the Direclors’ Responsibilites Staternent set out on 14, the
directors are responsible for the preparation of the financial statements and for being
satisfied that they give a true and fair view Cur responsibility 1s to audit and express
an opinion ¢n 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 (APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements
A description of the scope of an audit of financial statements s provided on the APB's
website at www frc org uk/apb/scope/private cfm

Cpinion on financial statements
in our opInien

the financial statements give a true and far view of the state of the group’s and
the parent's affairs as at 31 January 2012 and of the group's loss for the year
then ended,

. the group financial statements have been properly prepared in accordance with
IFRSs as adopted by the European Union,

. the parent financial statements have been properly prepared in accordance with
IFRSs as adopied by the European Union and as applied in accordance with
the Companies Act 2006, and

. the fnancial statements have been prepared n accordance with the
requirements of the Companies Act 2006

Opinion on other matter prescribed by the Comparies Act 2006
In aur opirien the information given in the Directors’ Report for the financial year for
which the financial staternents are prepared 1s consistent with the financial statements
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Tissue Regenix Group plc

Report of the Independent Auditor to the
Members of Tissue Regenix Group Plc

Matters on which we are required to report by exceplion
Wa have nothing to report In respect of the following matters where the Cormpanies
Act 2006 requires us fo report to you If, In our opimon

. adeguate accountng records have not been kept by the parent company, of
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

Terun Gledll(

Jeremy Gledhitll

KPMG Audit Pic, Statutory Auditor
Chartered Accountants

1 The Embankment

Nevilte Street

Leeds

LS1 4DW

9 May 2012
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Tissue Regenix Group plc

Consolidated Statement of Comprehensive Income
For the year ended 31 January 2012

2012 201

Notes £'000 £'000
OPERATING INCOME 4 109 173
Administrative expenses 4 (3,097} {(2,117)
qumed cost on reverse acquisibion 16 - {3,749)
Operating loss (2,988) (5,693)
Finarice income 6 62 28
Loss before taxation (2,826) (5,665)
Taxation 7 239 238
Loss after tax attributable to equity holders of the parent (2,687} (5,427)
Loss and total comprehensive expense for the year (2_,_6@7) 3 {5,427}
Loss per share
Basic and diluted on loss from continuing operations (0 57)p (148)p

There are no tems of other comprehensive ncome The loss for the year anses from the Group's continuing operations
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Tissue Regenix Group ple

Consolidated Statement of Changes in Equity

For the year ended 31 January 2012

Share
Reverse lssued Based Revenue
Share Share Merger Acquisition Equity Payment Deficit
Capital Premuum Reserve Reserve Capatal Reserve Reserve Total
£000 £'000 £000 £'000 £000 £'000 £000 £'000

At 31 January 2010 600 4,333 - (1,054) 3,879 1 (2,593) 1,287
Loss and total comprehensive
expense for the year - - - - - - (5,427) (5,427)
Revarse acquisition 1,210 - 10,884 (6,094} 6,000 - - 6,000
Issue of shares 533 4,803 - - 5,336 - (836) 4,500
Expenses on 1ssue of shares - (481) - - (481) - - {481}
Employee interest in jointly
owned shares - - - - - - 8 8
Share based payment expense - - - - - 331 - 331
At 31 January 2011 2,343 8,655 10,884 (7148) 14,734 332 (8,848) 6,218
Loss and total comprehensive
expense for the year - - - - - - (2,687) (2,687)
Issue of shares N9 24,094 - - 25,013 - {4y 25,009
Expenses on issue of shares - 784) - - {784) - - {(784)
Employee interest in jointly
owned shares - - - - - - 1 1
Share based payment expense - - - - - 122 - 122
At 31 January 2012 3,262 31,965 10,884 (7148) 38,963 454 {11,538) 27879
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Tissue Regenix Group plc

Consolidated Statement of Financial Position

As at 31 January 2012

2012 2011

Notes £'000 £°000
Assets
Non-current assets
Property, plant and equipment 9 157 189
Total non-current assets 157 189
Current assets
Trade and other receivables 10 350 393
Cash and cash eqguivalents 1 28,021 5,889
Total current assets 28,31 6,282
Total assets 28,52_8 6,471
Liabilities
Current liabilities
Trade and other payables 12 (649) (253)
Total liabilities B (649) (253)
Net assets 27,879 6,218
Equity
Share capital 13 3,262 2,343
Share premium 13 31,965 8,655
Merger reserve 13 10,884 10,884
Reverse acquisition reserve 13 L (5148) (7,148)
Issue equity capital 38,963 14,734
Share based payment reserve 454 332
Revenue reserve 14 (11,538} {8,848)

27,879 6,218

Totatequity
/

John Bamuel m/_\
Execulyve Chairman

Company number 5269271

Apprgved by the Board of ;wecmr and authonsed for 1ssue on 9 May 2012

Chief Financial Officer
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Tissue Regenx Group plc

Consolidated Statement of Cash Flows

For the year ended 31 January 2012

2012 2011

Notes £000 £000
Operating activities
Operating loss (2,988) (5,693)
Adjustment for non-cash tems
Depreciation of property, plant and equipment 9 62 48
Share based payment 17 122 33
Deemed cost of reverse acquisition 16 - 3,749
Tax refunded o ESP 183
Operating cash outflow (2,524) (1,384)
Decrease/(Increase) in trade and other recevables 2 (68)
Increase/(decrease) In trade and other payables o g?ﬁ 24)
Net cash outflow from operations {2,126) (1,476)
Investing activities
Interest received 62 28
Purchases of property, plant and equipment 9 (30 {100}
Net cash outflow from investing activities 32 (72)
Financing activities
Cash acquired on reverse acquisition 16 - 2327
Proceeds from issue of share capital 13 25,009 4500
Sale of joint interest in shares to employees 14 1 8
Expenses on issue of share capital 13 a (784) {481}
Net cash inflow from financing activities 24,226 6,354
Increase In cash and cash equivalents 22132 4,806
Cash and cash equivalents at start of year _§.§89 1,083
Cash and cash equivalents at end of year 28,021 5,889
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Tissue Regenix Group plc

Notes to the Financial Statements
For the year ended 3t January 2012

1. BASIS OF PREPARATION

The financial statemenis of Tissue Regenix Group plc are audited consolidated financial statements for the year to
31 January 2012 These include audited comparatives for the year to 31 January 201

The Group financial statements consolidate the financial statements of Tissue Regenix Group plc and the entiies it
controls, its subsidiaries

Going Concern

As at 31 January 2012, the Group had £28 million of cash and cash equivalents avallable to it The Directors have
considered thewr obligation, In relation to the assessment of the going concern of the Group and each statutory entity
within it and have reviewed the current budget cash forecasts and assumptions as well as the main nsk factors
facing the Group as set out on pages 28 to 30

After due enquiry, the Directors consider that the Group has adequate resources to continue in operational existence
for the foreseeable future Accordingly, they continue to adopt the going concern basis in prepanng the financial
statements

2. SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared under the historical cost convention In accordance with
International Financial Reporting Standards as adopted by the European Union

Historical Cost Convention
The financial infarmation has been prepared on the histonc cost basis The principal accounting policies applied
are set out below

SEGMENTAL REPORTING
At 31 January 2012, the Group operated in one business segment, that of the development and commercialisaion
of innovative platform technologies in the field of tissue engineenng and regenerative medicine

All of the Group's assets are held in the UK and all of its capital expenditure arises n the UK

REVENUE

Revenue 1s measured as the fair value of the consideration received or receivable in the normal course of business,
net of discounts, VAT and other sales related taxes and 15 recognised to the extent that it 1s probable that the economic
benefits associated with the transaction will flow in to the Company

Grant incore 1s recognised as earned based on contraclual conditions, generally as expenses are incurred

FOREIGN CURRENCIES

Transactions in foreign currencies are imtially recorded at the rates of exchange prevailing on the dates of the
transactions At each reporting date, monetary assets and habilities that are denominated n foreign currencies are
retranslated at the rates prevailing on the reporting date Gains and losses ansing on retranslation are charged to
profit or loss as they are incurred The functional and presentational currency of the Group 1s British pounds

RESEARCH AND DEVELOPMENT

Research costs are charged to profit or loss as they are ncurred An intangible asset ansing from development
expenditure on an Individual project 1s recagnised only when all of the following critenia can be demonstrated
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Tissue Regenix Group plc

Notes to the Financial Staiemenis

The critena for recognising expenditure as an asset are

. it 1s technically feasible to complete the product and the Company s salisfied that appropriate regulatory hurdles
have been, or will be achieved,

. management intends to complete the product and use or sell it
. there i1s an ability to use or sell the product,
. it can be demonstrated how the product will generate probable future economic benefits,

. adequate technical, financial and other resources are avaliable to complete the development, use or sell the
product, and

. expenditure atinbutable to the product can be reliably measured

Such intangible assets are amortised on a straight-line basis irom the point at which the assets are ready for use
over the period of the expected benefit, and are reviewed for an indication of iImpairment at each reporting date
Other development costs are charged against profit or loss as incurred since the criternia for their recognition as an
asset are not met

The costs of an internally generated intangible asset compnse all directly atinbutable costs necessary to create,
produce and prepare the asset to be capable of operating in the manner intended by management Directly
atiributable costs include employee cosis incurred on techrical development, testing and certification, materials
consumed and any relevant third party cost The costs of internally generated developments are recognised as
intangible assels and are subsequently measured in the same way as externally acquired intangible assets However,
untl completion of the development project, the assets are subject to imparment testing only

No development costs to date have been capitalised as inlangible assets

LEASES

Rentals payable under operating leases, which are leases where the lessor retains a significant proportion of the
rnsks and benefits of the asset are charged in the statement of comprehensive income on a straight line basis over
the expected lease term

PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment assets are staled at histoncal cost

Depreciation 1s provided on all property, plant and equipment assets at rates calculated to wnte each asset down lo
its estimated residual value evenly over its expected useful life, as follows

Laboeratory equipment over 5 years
Computer equipment over 3 years
Office furniture and equipment over 5 years

IMPAIRMENT OF PROPERTY, PLANT AND EQUIPMENT

Al each reporting date, the Group reviews the carrying amounts of its property, ptant and equipment and intangible
assets to determine whether there 1s any indication that those assets have suffered an impairment loss If any such
indication exists, the recoverable amount of the asset I1s estimated in order to determine the extent of the impairment
loss (if any)
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Discounted cash flow valuation techniques are generally applied for assessing recoverable amounts using 3 year
forward looking cash flow projections and terminal value estimates, together with discount rates appropnate to the
nsk of the related cash generating units

If the recoverable amount of an asset 1s estimated to be less than s carrying amount, the carrying amount of the
asset 1s reduced fo its recoverable amount An impairment loss 1S recognised as an expense immediately

SHARE BASED PAYMENTS

Share options

Equity settled share-based payment transactions are measured with reference to the fair value at the date of grant,
recognised on a straight line basis over the vesting period, based on the company’s estimate of shares that will
eventually vest Fair value 15 measured using the Black-Scholes model unless the options are subject to market
conditions when the binomial model 1s used

At each reporting date before vesting, the cumulative expense 1s calculated, representing the extent o which the
vesting period has expired and management’s best estimate of the achievement or otherwise of non-market
conditions and the number of equity instruments that will ulimately vest The movement in cumulative expense since
the previous reporting date i1s recognised in the statement of comprehensive income, with a correspondming entry in

equity

Jointly held shares

Where an employee acquires an interest in shares in the Company jointly with the Tissue Regenix Employee Share
Trust, the fair value benefit at the purchase date 1s recognised as an expense, with a corresponding Increase to
equity share based payment reserve on a straight-ine basis, over the vesting pernod

The farr value benefit 1Is measured using a Binomial valuation model, taking into account the terms and conditions
upon which the jointly owned shares were purchased

The expected life used in the model has been adjusted, based on management's best estimate, for the effect ot
non-transferability, sale restrictions, and behavioral considerations

FINANCIAL ASSETS AND LIABILITIES

Trade and other receivables
Trade and other receivables do not carry any interest and are imihally recognised at fairr value They are subsequently
measured at amorhised cost using the effective interest rate method, less any provision for imparrment

Impairment provisions are recognised when there is objeclive evidence that the Group will be unable to collect all
of the amounts due under the terms receivable, the amount of such a provision being the difference between the
net carrying amount and the present value of the future expected cash flows associated with the impaired receivable

Trade and other payables
Trade and other payables are not interest bearnng and are initially recognised at farr value They are subsequently
measured at amoriised cost using the effective interest method

Cash and cash egquivalents
Cash and cash equivalents comprise cash at hand and deposits on a term of not greater than 12 months

Share capital
Ordinary shares are classified as equity Incremental costs directly attributable to the 1ssue of new shares or options
are shown in equity as a deduction, net of tax from proceeds
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Tissue Regenix Group plc

Notes to the Financial Statements

TAXATION
The tax expense represents the sum of the tax currently payable and deferred tax

The tax currently payable 1s based on taxable profit for the period The Group’s lability for current tax 1s calculated
by using tax rates that have been enacted or substantively enacted by the reporting date

Deferred tax 1s the tax expected to be payable or recoverable on differences between the carrying amount of assets
and liabilities in the financial Information and the corresponding 1ax bases used in the computation of taxable profi,
and 1s accounted for using the balance sheet lability method Deferred tax habilities are recognised for all taxable
temporary differences and deferred 1ax assets are recognised to the extent that it 1s probable that taxable profits will
be avallable against which deductible temperary differences can be utiised Deferred fax is calculated at the tax
rates that are expected o apply 1o the period when the asset I1s realised or the liability 15 settled using tax rates that
have been enacted or substantively enacted by the reporting date Deferred tax 15 charged or credited to profit or
loss, except when It relates to tems credited or charged directly to equity, in which case the deferred tax 1s also
dealt with In equity

CRITICAL ACCOUNTING ESTIMATES AND AREAS OF JUDGEMENT

Estimates and Judgements are continually evaluated and are based on historical expenence and other factors,
including expectations of future events that are believed to be reasonable under the crrcumstances Actual results
may difier from these estmates The estimates and assumptions that have the most significant effects on the carrying
amounts of the assets and liabilties in the financial information are discussed below

Equity settled share-based payments

The estimation of share-based payment cosis requires the selection of an appropriate valuation method,
consideration as to the inputs necessary for the valuation model chosen and the estimation of the number of awards
that will ultimately vest Inputs subject to judgement relate to the future volatiity of the share price of comparable
companies, the Group's expected dividend yields, risk free interest rates and expected lives of the options The
Directors draw on a vanety of sources to aid in the determunation of the appropnate data to use 1n such calculatons
The share based payment charge for the year was £122,000 (31 January 2011 £331,000)

Research and development costs

Careful judgement by the Directors 1s applied when decicing whether the recognition requirements for capitalising
development costs have been met This 1s necessary as the economic success of any product development Is
uncertain and may be subject to future technical problems Judgements are based on the information avallable at
each reporting date which includes the progress with tesiing and certification and progress on, for example,
establishment of commercial arrangements with third parties In addition, all internal actvities related to research
and development of new products are continuously monstored by the Directors To date, no development costs have
been capitalised
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ACCOUNTING STANDARDS AND INTERPRETATIONS NOT APPLIED

Al the date of authorisation of these financial statements, the following standards and interpretations relevant to the
Group that have not been applied in these financial statements were 1n 1ssue but not vet effective or endorsed (unless
otherwise stated)

Effective Date

IAS 12 Incame Taxes (@amendments) 1 January 2012
IFRS Financial Instruments 1 January 2013
IAS 1 Presentation of ltems of Other Comprehensive Income {amendments) 1 July 2012

IFRS 1 Government loans (amendments) 1 January 2013
IFRS 10 Consolidated Financial Statements 1 January 2013
IAS 27 Separale Financial Statements 1 January 2013
IFRS 11 Joint Arrangements 1 January 2013
1AS 28 Amendments to IAS 28 1 January 2013
IFRS 12 Disclosure of Interests in Other Entities 1 January 2013
IFRS 13 Fair Value Measurement 1 January 2013
IAS 27 Separate Financial Statements 1 January 2013
IAS 28 Investments in Associates and Joint Ventures 1 January 2013
IAS 19 Defined Benefit Plans (amendments) 1 January 2013
IFRS 7 Disclosures - Ofisetting Financial Assets and Financial Liabilibes 1 January 2013
IAS 32 Offsetting Financial Assets and Financial Liabilittes (amendments) 1 January 2014
IFRS 2 Financial Instruments 1 January 2015

The Directors anticipate that the adoption of these Standards and Interpretations in future years will have no matenal
impact on the financial statements of the Group

No Standards or Interpretations adopied 1n the year had any matenal impact on the financial statements of the
Group

3. SEGMENTAL REPORTING

At 31 January 2012, the Group operated In one business segment, that of the development and commercialisation
of innovative platform technologies in the field of issue engineenng and regenerative medicine

All of the Group's assets are held in the UK and all of its capital expenditure anses in the UK
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Tissue Regenix Group plc

Notes to the Financial Statements

4. LOSS FROM OPERATIONS

Year to Year to
31 January 31 January
2012 2011
— £000 £000
Loss from operations 1s stated after crediting
Grant income 107 173
Loss from operatons 15 stated after charging to administrative expenses
Depreciation of plant and equipment {see note 9) 62 46
Cperating lease rentals - land and buildings 129 95
Siaff costs 1,330 1,108
Foreign exchange losses 3 2
Research and development (inclusive of research and development personnel) 1,089 653
Auditors remuneration
- fees payable to Company’s auditor for the audit of the Company's accounts 10 12
— auditing the accounts of subsidianes pursuant to legislation 5 10
Other services
- fees In relation to acquisttion and AlM listing - 50
— fees in relation to establishing the Tissue Regenix Employee Share Trust - 30
— fees In relation to taxation o 5 -
Total auditor’s remuneration 20 102
5. STAFF COSTS
Year to Year to
H January 31 January
2012 2011
Number Number
The average monthly number of persons (iIncluding directors)
employed by the Group during the year was
Directors 7 6
Laboratory and administration staff 19 13
26 19
Year to Year to
31 danuary 31 January
2012 201
£000 £'000
The aggregate remuneration, including directors, comprised
Wages and salaries 1,094 704
Share based expense (see note 17) 122 33
Social securty costs 14 73
1,330 1,108
Directors’ rernuneration included compnsed
Ernoluments for gualifying services 598 505

Directors’ emoluments disclosed above include £227000 paid to the highest pad direclor (2011 £136,000) as weli
as share based paymenls benefit of £122,000 (2011 £258,000} There are na pension benefits for directors
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6. FINANCE INCOME

Year to Year to
31 January 31 January
2012 2011
£000 £'000
Bank interest receivable 62 28
7. TAXATION
Tax on loss on ordinary activities
Year to Yearto
31 January 31 January
2012 2011
£000 £'000
Current tax:
UK corpoeration tax credit on losses of period (239) (167)
Tax credits receved in respect of prior periods - 71
(239) (238)
Deferved tax:
Ornigination and reversatl of temporary timing differences — =
Tax credit on loss on ordinary activities (239) {238}

The charge for the year can be reconciled to the loss before tax per the Statement of Comprehensive Income as
follows

Factors affecting the current tax charges
The tax assessed for the year varies from the small company rate of corporation tax as explamed below

Year to Year to
31 January 31 January
2012 2011
£000 £000
The tax assessed for the period vares from the small company
rate of corporation tax as explained below
Loss on ordinary activities before tax (2,.926) (1,959)
Tax at the standard rate of corporation tax 20% (2011 219%) {585} (411
Effects of
Expenses not deductable for tax purposes 25 69
Capital allowances in excess of depreciation - (14)
Research and development tax credits received (239) (167)
Surrender of research and development relief for repayable tax credit 382 250
Research and development enhancement (186) {118}
Adjustment to prior year research and development relief - (71}
Unutilised tax losses 364 224
Tax credit for the year (239) {238}
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Notes to the Financial Statements

Deferred Tax

Year o Year to
31 January 31 January
2012 2011
£000 £'000

Tax losses
Losses avallable to carry forward against future trading profits 4624 2,806
Deferred tax asset — unrecognised” 925 589

* The Company has not recognised a deferred tax asset relabing o these losses as their recoverability 1s unceramn

8. LOSS PER SHARE (BASIC AND DILUTED)

Basic loss per share 1s calculated by dwiding the loss attributaple to equity holders of the parent by the weighted
average number of ordinary shares in 1ssue durning the year excluding own shares held jointly by the Tissue Regenix
Employee Share Trust and certain employees Diluted loss per share Is calculated by adjusting the weighted average
number of ordinary shares in 1ssue during the year t0 assume conversion of all dilutive potential ordinary shares

Year to Year to
31 January 31 January
2012 201t
%000 £000

Loss attributable to the equity holders of the parent
Pre deemed cost on reverse acquisition (2,687) (1678)
Deemed cost on reverse acquisiticn - (3,749}
Total loss attributable to the equity holders of the parent (2,687) (5,427)
No No

Weighted average number of ordinary shares in issue during the year 463184667 366,159,076

Loss per share

Basic and diluted on loss for the year

Pre deemed cost on reverse acquisition (057p ©46)p
Post deemed cost on reverse acquisition 05N {148)p

The Company has 1ssued employee options over 16,036,328 ordinary shares and there are 17,540,386 jointly owned
shares which are potentally dilutive There 1s however, no dilutive effect of these 1ssued options as there is a loss for
each of the years concerned
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9. PROPERTY, PLANT AND EQUIPMENT

Laboratory Fixtures & Computer
Equipment Fittings Equipment Total
£7000 £'000 £000 £'000
Cost
At 31 January 2010 124 32 15 171
Additions 76 4 20 100
At 31 January 2011 200 36 35 271
Additions 9 - 21 30
At 31 January 2012 209 36 56 301
Depreciation
At 31 January 2010 27 3 6 36
Charge for the year 33 7 6 46
At 31 January 2011 60 10 12 a2z
Charge for the year 4 8 13 62
At 31 January 2012 im 18 25 144
Net book value
At 31 January 2012 108 18 3 157
At 31 January 2011 140 26 23 189
At 31 January 2010 97 29 9 135
10. TRADE AND OTHER RECEIVABLES
2012 2011
£000 £000
Other receivables 299 351
Prepayments and accrued income 51 42
350 393

The Directors consider that the carrying amount of frade and other receivables approximates to their fair value

No provisions are held against receivables and no amounts past due have been impaired

11. RISK MANAGEMENT OF FINANCIAL ASSETS AND LIABILITIES

The Company’s activities expose 1t to a variety of financial rnsks market nisk, speciically interest rate nsk, credit risk
and lquidity nsk The Company's overall nsk management programme focuses on the unpredictabtlity of financial
markets and seeks to mimimise potential adverse effects on the Company's financial performance

The management of these nsks Is vested in the Board of Direclors The policies for managing each of these risks
are summarnsed below

Management of market risk

() Interest rate nisk

As the Company has no sigmificant borrowings the nisk 1s imited to the potential reduction in interest received on
cash surpluses held Interest rate nisk 1s managed in accordance with the Iquidity requirement of the Group, with a
minimal amount of its cash surpluses held within an instant access account, which has a varnable mnterest rate
attnbutable to it, to ensure that suficient funds are available to cover the working capital requirements of the Company
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Notes to the Financial Statemenis

Interest rate sensiivity
The principal impact to the Company 1s the result of interest-bearing cash and cash equivalent balances held as set
out below

31 January 2012

Fixed rate Floating rate Total

£'000 £°000 £000

Cash and cash equivalents 26,576 1,445 28,021
31 January 2071

Fixed rate Floating rate Total

£000 £:000 £000

Cash and cash equivalents 5,850 39 5,889

Due to the high proportion of funds held on a fixed deposi, the impact of a 5 per cent increase/decrease in interest
rates would have an immatenal impact on the loss in each year

Management of cradit risk
The Company 1s exposed to credit risk from its operating activities, it principally anses from short terrm bank deposits
The Company seeks to minimise this risk by only depositing funds with banks with a high credit rating

The maximum exposure to credit risk on the Company’s financial assets 1s represented by their carrying amounts
as outlined tn the categonsation of financial instruments table below

The Company does not consider that any changes in farr value of financial assets or llabihties in the year are
attnbutable to credit nsk

Management of lguidhty nsk
The Company seeks to manage hquidity risk to ensure that sufficient iquidity 1s available to meet foreseeable needs
and 1o invest cash assets safely and profitably

No maturty analysis for financial liabilities 15 presented, as the Directors consider that iquidity nisk 18 not material

The Company had cash and cash equivalents at each reporting date is set out below

2012 201
£'000 £000

Cash and cash equivalents
AA 132 3,353
A 26,347 1,022
BBB 1,542 1514
28,021 5,889

The above has been split by the Fifch rating system and gives an analysis of the credil rating of the financial
instilutions where cash balances are held

Capital nsk management
The Company manages its capital to ensure that the Company will be able to continue as a going concern while
maximising the return to stakeholders The Company’s overall strategy 1s to minimise costs and liquidity risk

The capital structure of the Company consists of equity attnbutable to the owners of the Company, comprising I1ssued
capial, reserves and retained earnings as disclosed in note 13 and 14 and in the Staternent of Changes in Equity
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Categornisation of financial instrument

Financial
habihties at
Loans and amortised
receivables cost Total
Financial assets/{habilities) £000 £000 £'000
At 31 January 2012
Trade and other receivables 299 - 299
Cash and cash equvalents 28,021 - 28,021
Trade and other payables - {324) (324)
TOTAL 28,320 (324) 27,996
Financial
habilities at
lLoans and amortised
receivables cost Total
Financial assets/{llabilities) £000 £°000 £000
At 31 January 2011
Trade and other recewvables 351 - 351
Cash and cash equivalents 5,889 - 5,889
Trade and other payables - {199) (199)
TOTAL 6,240 {199) 6,041
The Company had no financial instrurnents measured at fair value
12. TRADE AND OTHER PAYABLES
2012 2011
£°000 £'000
Trade payables 287 168
Taxes and social security 37 32
Accruals i 325 53
649 253

The Directors consider that the carrying amount of trade and other payables approximates to therr far value

Trade payables, split by the curiency they will be settled are shown below

2012 2011

£7000 £'000

Sterling 281 144
US Dollars 2 3
Eurcs 4 21
Trade payables 287 168
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Notes to the Financial Statemenis

13. SHARE CAPITAL

Reverse
Share Share Merger acquisition
capital premium reserve reserve Total
Number £°000 £000 £'000 £'000 £'000
Allotted, issued and fully paid shares
Ordinary shares of 01 p each
as at 31 January 2010 600,000,000 600 4333 - - 4,933
Share consolidation 1 for 5 n to
Ordinary shares of 0 5p each {480,000,000) - - - - -
Issued to acquire the entire 1ssued
share capital of Tissue Regenix Limited 241,885,103 1,210 - 10,884 - 12,094
Issued for cash 90,000,000 450 4,050 - - 4,500
Issued to Tissue Regenix Employee
Share Trust 16,712,800 83 753 - - 836

Ansing on reverse acquisition of
Tissue Regenix Limited - - -

(7,148) (7,148)

Expenses on 1ssue of shares - - (481) - - {481)
Total Ordinary shares of 0.5 p each

as at 31 January 2011 468,597,903 2,343 8,655 10,884 (7,148) 14,734
Issued for cash 181,818,182 909 24,04 - - 25,000
Share options exercised 1,136,376 6 3 - - 9
Issued to Tissue Regenix Employee

hare Trust 827586 4 - - - 4
Expenses on Issue of shares - - {784) - - (784)

Total Ordinary shares of 0.5p each
as at 31 January 2012 652,380,047 3,262 31,965 10,884 (7,148) 38,963

As permitted by the provisions of the Companies Act 2006, the Company doees not have an upper hmit to its
authonsed share capital

On 29 December 2011 the Company issued 181,818,182 ordinary shares of 05 pence each for a cash prce of
1375 pence per share raising a gross amount of £25,000,000

32 Annual Report for the year ended 31 January 2012



14. MOVEMENT IN REVENUE RESERVE AND OWN SHARES

Tissue Regenix Group plc

Deficit

Retained Revenue

Earnings Deficit  Own shares Reserve

£000 £000  £000

At 31 January 2010 (2,593) - (2,593)
Purchase of own shares - (836) (836)
Employee interest in Jointly owned shares - 8 8
Loss for the year (5,427) - (5,427)
At 31 January 2011 (8,020) (828) {8,848)
Purchase of own shares - (4) {(4)
Employee interest in jointly owned shares - 1 1
Loss for the year (2,687} - (2,687)
At 31 January 2012 (10,707} (831) {11,538)

15. COMMITMENTS
Operating lease commitments

The Group leases premises under non-cancellable operating lease agreements The fulure aggregate minimum
lease and service charge payments under non-canceliable operating leases are as follows

2012 2011
£°000 £°000

Land and buildings
Amounts due within one year 11 51
Amounts due in one to five years - -
11 51

16. ACQUISITION OF SUBSIDIARY UNDERTAKING

On 28 June 2010 the Company acquired 100 percent of the issued share capital of Tissue Regenix Limited for

consideration satisfied by the 1ssue of 241,885,103 ordinary shares of 05 pence each

The transaction was accounted for as a reverse acquistion equity transaction as if Tissue Regenix Limited had issued
new shares in exchange for Oxeco plc’s cash and other assets The substance of the transaction is that of a share
issue fund raistng under which Tissue Regenix Limited received cash and bank balances of £2,327,000 representing
103 percent of the value of the net assets of Oxeco plc and the associated costs of the transaction have therefore

beer charged direclly against equity sharg capital
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The farr valug of the shares 1ssued was determined from the perspective of Tissue Regenix Limited as the market
capitalisation value of Oxeco plc immediately prior to the acquisition Based on an Oxeco plc market price of 5 pence
per share, being the market price at which new money was also raised by the Company by the 1ssue of shares for
cash on the acquisiion date, gave an imphed fair value of Oxeco ple at acquistion of £6,000,000 which 1s £3,749,000
higher than the value of the net assets deemed acquired as set out below

£000

Net assets acquired:
Bank and cash 2,327
Trade and other receivables 16
Trade and other payables (22}
2,251
Deemed cost on reverse acquisition 3,749
Fair value of reverse acquisition 6.000

The difference between the fair value of the consideration and the fair value of the net assets deemed acquired was
recorded as a deemed cost on reverse acquisition In the statement of comprehensive income

The fair value of the assets deemed to have been acquired was assessed as the book value on the acguisition date

Oxeco plc changed its name 1o Tissue Regenix Group pic on completion of the acquisition on 29 June 2010 and
was re-admitted to AIM on that same day

17. SHARE BASED PAYMENTS

Share options and shares held in employee benefit trust (“EBT”)

The Company operates a share option plan, under which certain employees have been granted options to subscribe
for ordinary shares All options are eauity settled The options have an exercise price of between 0 5p to 14 25p and
a vesting period between 1 and 3 years [i the options remain unexercised after a penod of 10 years from the date
of grant, the options expire The Group has no legal or consiructive obligation to repurchase or settle the options in
cash

The Group also operates a jointly owned EBT share scheme for senior management under which the trustee of the
Group sponsored EBT has acquired shares in the Group jointly with a number of employees The shares were
acquired pursuant to certain conditions, set out i Jointly Owned Equity agreements (“JOE's"} Subject to meeting
the performance critena conditions set oul 1n the JOE's, the employees are able to benefit from most of any future
Increase n the value of the jointly owned EBT shares The farr value benefit 1Is measured using the Binomial model,
taking Into account the terms and conditions upon which the jomtly owned shares were purchased
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The number and weighted average exercise prices of share options and EBT shares are as follows

Weighted
average
Number of share interests exercise
EMI Unapproved EBT price
options options shares Total per share (£)
At 31 January 2010 524 129 - 653 125 000
Exercised in the year {29) (57) - (86) 0010
Adjustment on reverse acquisition 10,849,809 1,716,947 - 12,566,756 {124 430)
Issued in the year 3,587,200 - 16,712,800 20,300,000 0 050
At 31 January 2011 14,437,504 1,717,019 16,712,800 32,867,323 0033
Exercised Iin the year (826,376)  (310,000) - (1,136,376} (0 073)
Issued in the year 1,018,181 - 827586 1,845,767 0141
At 31 January 2012 14,629,309 1,407,019 17,540,386 33,576,714 0040

On 29 June 2010 the Company acquired 100 percent of the share capital of Tissue Regenix Limited for a
consideration satishied by the 1ssue of 241,885,103 ordinary sharesof 05p each in a ratio of 21,819 81 for 1
Consequently the share options 1ssued by Tissue Regenix Limited were replaced with share options in Tissue Regenix
Group plc No changes were made to the options other than an adjustment to the number of options, which were
increased by a factor of 21,819 81 and the adjustment to the exercise price which was decreased by a factor of
21,919 81 See note 13 for further details

There were 12,626,680 share options outstanding at 31 January 2012 which were eligible to be exercised The
remaining options were not eligible to be exercised as these are subject 1o employment pertod and market based
vesting conditions, some of which had not been met at 31 January 2012

The performance conditions in relation 1o these options allows for vesting in three equal proportions on or after the
three consecutive annual anniversaries from the date of grant subject to the Company’s share price reaching cenain
hurdle values by the respective vesting dates

There were 5,570,933 of the jointly held EBT shares which were eligible to vest as at 31 January 2012 The remaining
shares were not eligible to vest because the related employment period conditions and some of the performance
conditions under the JOE's had not been met

The fair value benefit receved on share options granted 1s measured using erther the Black Scholes model or the
Binomial model as appropriale taking in to account the effects of the vesting and performance conditions, expected
exercise price and the payment of the dividends by the Company The fair value benefit received on EBT shares 1s
measured using the Binomial model, taking into accounts the terms and conditions upon which the joinlly owned
shares were purchased The following table lists the inputs to the madels used

EBT shares Options EBT shares Options

Granted year Granted year Granted year Granted year
to 31 January to 31 January to 31 January to 31 January

2012 2012 20mM 2011
Dividend yield - - - -
Expected volatility 47% 47% 50% 50%
Risk free interest rate (%) 09 0.9 09 05
Expected vesting hie of EBT shares and options (years) 4 4 3 1
Weighted average share price (£) 01425 01375 005 005
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Any share options and employee interests 1n jointly owned EBT shares which are not exercised within 10 years from
the date of grant will expire

A charge has been recognised in the statement of comprehensive iIncome for each year as follows

Granted year Granted penod

to 31 January to 31 January
2012 2011
~ £000 £'000
Share options 33 264
Jointly owned shares 8¢ 67
Total share based payments 122 33
18. RELATED PARTY TRANSACTIONS
Trading transactions with
Year ended Year ended
31 January 3t January
2012 201
- 2000 £'000
Transactions with significant shareholders
Staff secondment and sundry office running costs - 7
Patent support costs 20 30
Laboratory facility costs - 3
Reverse acquisttion fees - 19
Management fees - 5
Amounts due to related parties at the year end - 7

Transactions with Key Management Personne|
The Company's key management personnel comprise only the Directors of the Company

During the year the Company entered nto the following transactions in which the Directors had an interest

Directors’ remuneration
Remuneration receved by the Directors from the Company is set out below

Year ended Year ended

31 January 3 January

2012 2011

£'000 £°000

Short-term employment benefits* 476 272

* In addition, certain directors hold share options and jointly owned shares in the Company for which a fair value share based ¢harge of £122,000
has been recognised in the consolidated statement of comprehensive income {201 £258,000)

Durning the year ended 31 January 2012, the Caompany entered into numerous transactions with its subsidiary
company which net off on consolidation — these have not been shown above

19. ULTIMATE CONTROLLING PARTY
The direclors believe that there 1s no utimate controlling party
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Company Statement of Changes in Equity

Tissue Regenix Group plc

Attributable to the eguity holders of the Company

Share
Based Revenue
Share Share Merger Payment Deficit
Capstal Premium reserve Reserve Reserve Total
£'000 £000 £000 £'000 £'000 £'000

At 31 January 2010 600 4,333 - - (2,638) 2,295
Total expense and other comprehensive
loss for the year - - - - (582} {582)
Shares 1ssued to acquire Tissue
Regenix Limited 1,210 - 10,884 - - 12,094
Shares 1ssued for cash 450 4,050 - - - 4,500
Shares 1ssued to the Tissue
Regenix Employee Share Trust 83 753 - - - 836
Expenses on 1ssue of shares - (481) - - - (481)
Share based payment expense - - - 259 - 259
At 31 January 2011 2,343 8,655 10,884 259 (3,228) 18,913
Total expense and other
comprehensive loss for the year - - - - {841) (841)
Shares 1ssued for cash 209 24,091 - - - 25,000
Share options exercised 6 3 - - - 9
Shares issued to the Tissue
Regenix Employee Share Trust 4 - - - - 4
Expenses on issue of shares - (784) - - - (784)
Share based payment expense - - - 122 - 122
At 31 January 2012 3,262 31,965 10,884 381 (4,069 42,423
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Company Statement of Financial Position

2012 2611
Notes £'000 £000
Assets
Non-current assets
Investments C3 12,922 12,922
Total non=current assets 12,922 12,922
Current assets
Trade and other receivables C4 59 72
Intercompany loan balance C5 1,812 544
Cash and cash equivalents 27,877 5,459
29,748 6,075
Total Assels 42 670 18,997
Liabilities
Current liabilities
Trade and other payables (0] (247) (84)
Total Liabilities (247) (84)
Net Assets 42,423 18,913
Equity
Share capital 13 3,262 2,343
Share premium 13 31,965 8,655
Merger reserve 13 10,884 10,884
Issue equity capital 46,111 21,882
Share based payment reserve 381 259
Revenue reserve {4,069) {3,228)
Total Equity 42,423 18,913
Appreved by the Board of Directors and authonsed for 1ssue on @ May 2012

tb(J/JMh

muel lan Jefferson
Finance Director

John
Executive Chairman

Company number 5369271
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Company Statement of Cash Flows

Tissue Regenix Group plc

2012 2011
Notes £'000 £°00C

Operating activities
Loss before interest and tax {900) (602)
Adjustment for non-cash items
Share based payments 122 259
Tax received - -
Impairment of loan to subsidiary undertaking - -
Operating cash outflow (778) {343)
Decrease/(increase) in trade and other recevables 13 (61)
Increase In trade and other payables 163 52
Net cash generated from operations (6(12) (352)
Investing Activities
Interest received 62 20
Lean to subsidiary undertaking C6 _(_1,268) {544)
Net cash generated from investing activities B g1_,206) {524)
Financing Activities
Proceeds from issue of share capital 13 25,009 4,500
Sate of joint interest In shares to employees 1 -
Expenses on issue of share capital 13 (784) (481)
Net cash used in financing activities 24,226 4,019
Increase in cash and cash equivalents 22,418 3,143
Cash and cash eguwvalents at start of year 5,459 2,316
Cash and cash equivalents at end of year 27,877 5,459
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Notes to the Company Information

C1. PRINCIPAL ACCOUNTING POLICIES

The separate financial statements of the Company are presented as required by the Companies Act 20086 and in
accordance with IFRS

The principal accounting policies adopted are the same as for those set out in the Group's financial statements

C2. COMPANY RESULTS

The Company has elected to take the exemption under section 408 of the Companies Act 2006 notto present the
parent company’s statement of comprehensive Income The parent company's result for the year ended 31 January
2012 was a loss of £841k,

The audit fee for the company 1s set out In note 4 of the Group’s financial statements

C3. INVESTMENT IN SUBSIDIARY COMPANIES
At 31 January 2012, the Company held the following invesiments in subsidianes,

Share of 1ssued capital and voting rights

Undertaking Sector 2012 201
Tissue Regenix Limited Regenerative medicine 100% 100%
Oxray Limited Dormant 85% 85%
2012 201
Cost £000 £'000
At 1 February 14,707 1,785
Additions - 12,922
At 31 January 14,707 14,707
Impairment
At 1 February {1,785) (1,785)
At 31 January (1,785} {1,785)
Carrying value at 31 January 12,922 12,922

The company’s investment in Oxray Limtted has been written down to nil and the Company 1s dormant
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C4. TRADE RECEIVABLES

Tissue Regenix Group plc

2012 2011
£°000 £000
Prepayments & accrued income 37 33
Social Security and other taxes 22 39
59 72

C5. CURRENT ASSETS
2012 20m
£'000 £000
Intercompany loan 1,812 544

A loan of £1,812k was advanced to Tissue Regenix Limited in the year No interest was payable on the loan

C6. TRADE PAYABLES

2012 2011
_£000 £000

Trade Creditors 127 48
Social Securnty and other taxes 17 11
Accruals 103 25
247 84
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Notice of Annual General Meeting

Notice s given that the 2012 annual general meeting of Tissue Regenix Group plc ("Company”) will be held at
DLA Piper UK LLP, Princes Exchange, Princes Square, Leeds, LS1 4BY, on 11 June 2012 at 10 am for the following
purposes

To consider and, if thought fit, to pass the following resolutions as ordinary resolutions

1

g A W M

To recewve the Company's annual accounts and directors' and auditors' reports for the year ended 31 January
2012

To reappoint Michael Bretherton, who retires by rotation, as a director of the Company
To reappoint Alan Miller, who retires by rotation, as a director of the Company
To reappoint Alexander Stevenson, who retires by rotation, as a director of the Company

To reappoint lan Jefferson, whe has been appointed by the board since the last annual general meeting, as a
director of the Company

To reappoint KPMG Audit plc as auditors of the Company
To authorise the directors to determine the remuneration of the auditors

That, pursuant to section 551 of the Companies Act 2006 ("Act"), the directors be and are generally and
unconditionally authornsed {o exercise all powers of the Company to allot Relevant Securities

81 comprising equity securities {as defined in section 560(1) of the Act) up to an aggregate nominal amount of
£2,176,083 (such amount to be reduced by the aggregate nominal amount of Relevant Securities allotted
pursuant to paragraph 8 2 of this resolution) in cennection with a rights 1Issue

811 to holders of ordinary shares in the capial of the Company in proportion (as nearly as pracucable) 1o
the respective numbers of ordinary shares held by them, and

812to holders of other equity securities in the capital of the Company, as required by the rnights of those
secunties or, subject 1o such nghts, as the directors otherwise consider necessary,

but subject to such exclusions or other arrangements as the directors may deem necessary or expedient in
relation to treasury shares, fractional entitlements, record dates or any legal or practical problems under the
laws of any termtory or the requirements of any regulatory body or stock exchange, and

82 otherwise than pursuant to paragraph 81 of this resolution, up to an aggregate nominal amount of £1,088,041
{such amount to be reduced by the aggregate nominal amount of Relevant Securities allotted pursuant to
paragraph 81 of this resolution in excess of £1,088,042), provided that {unless previously revoked, vaned or
renewed) these authoriies shall expire at the conclusion of the next annual general meeting of the Company
after the passing of this resclution or on 11 September 2013 (whichever 15 the earlier), save that, in each
case, the Company may make an offer or agreement before the authonty expires which would or might
require Aelevant Securities to be allotled after the authornty expires and the direclors may allot Relevant
Securities pursuant to any such offer or agreement as If the authonty had not expired
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In this resolution, “Relevant Securnities” means shares in the Company or nights to subscribe for or to convert
any security into shares in the Company, a reference to the allotment of Relevant Secunties includes the
grant of such a nght, and a reference to the nominal amount of a Relevant Secunty which 1s a nght to
subscribe for or to convert any security into shares in the Company 1s to the norminal amount of the shares
which may be allotted pursuant to that nght

These authonties are in substtution for all existing authorties under section 551 of the Act {which, to the
extent unused al the date of this resolution, are revoked with immediate effect)

To consider and, if thought fit, to pass the following resolutions as special resolutions

9 That, subject to the passing of resolution 8 and pursuant to section 570 of the Act, the directors be and are
generally empowered to allot equity securities {within the meaning of section 580 of the Act) for cash pursuant
to the authonties granted by resolution 8 as If section 561{1) of the Act did not apply to any such allotment,
provided that this power shall be lmited to

91

92

the allotment of equity securnties in connection with an offer of equity securiies (whether by way of & nghts
Issue, open offer or otherwise, but, in the case of an allotment pursuant to the authority granted by paragraph
81 of resolution 8, such power shall be limuted to the allotment of equity secunties in connection with a
rights I1ssue}

911 to holders of ordinary shares in the capital of the Company in propertion (as nearly as practicable) to
the respective numbers of crdinary shares held by them, and

91 2to holders of other equity securties in the capital of the Company, as required by the nghts of those
securities or, subject to such nghtis, as the directors otherwise consider necessary,

but subject 1o such exclusions or other arrangements as the directors may deem necessary or expedient
in relation to treasury shares, fractional entittements, record dates or any legal or practical problems uncer
the laws of any terntory or the requirements of any regulatory body or stock exchange, and

the allotment of equity securiies pursuant to the authonty granted by paragraph 8 2 of resolution 8 (otherwise
than pursuant to paragraph 21 of this resolution) up to an aggregate nominal amount of £326,412, and
{unless previously revoked, vared or renewed) this power shall expire at the conciusion of the next annual
general meeting of the Company after the passing of this resolutton or on 11 September 2013 (whichever
1s the earlier), save that the Company may make an offer or agreement before this power expires which
would or might require equity secunties to be allotted for cash after this power expires and the direclors
may allot equity securities for cash pursuant to any such offer or agreement as If this power had not expired

This power I1s In substitution for all existing powers under section 570 of the Act (which, to the extent unused
at the date of this resolution, are revoked with immediate effect)

10 That, pursuant to section 701 of the Companies Act 2006 ("Act"), the Company be and s generally and
unconditionally authonised to make market purchases {within the meaning of section 683(4) of the Act) of ordinary
shares of 0 5p each in the capital of the Company ("Shares”), provided that

101 the maximum aggregate number of Shares which may be purchased 1s 65,282,501,

10 2 the minimum price (excluding expenses} which may be paid for a Share 1s 0 5p,
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10 3 the maxamum price {excluding expenses) which may be paid for a Share 1s an amount equal to 105 per
cent of the average of the middle market quotations for a Share as derived from the Daily Official List of
the London Stock Exchange pic for the five business days immediately preceding the day on which the
purchase 1s made, and (unless previously reveked, vaned or renewed) this authority shall expire at the
conclusion of the next annual general meeting of the Company after the passing of this resolution or on
11 September 2013 {whichever 1s the earlier), save that the Company may enter intc a contract to
purchase Shares before this authonty expires under which such purchase will or may be completed or
executed wholly or partly after this authority expires and may make a purchase of Shares pursuant to
any such contract as If this authority had not expired

By order of the board Registered office
lan Jefferson The Biocentre
Secretary innovation Way
Heslinglon

York

YO10 5NY

9 May 2012 Registered in England and Wales No (05963271
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Notes
Entitlement to attend and vote

1

The nght to vote at the meeting 1s determined by reference to the register of members Only those shareholders
registered In the register of members of the Company as at 6 00pm on 7 June 2012 (or, if the meeting 1s
adjourned, 6 C0pm on the date which Is two working days before the date of the adjourned meeting) shall be
entitled to attend and vote at the meeting In respect of the number of shares registered in their name at that
ttme Changes to entries in the register of members after that time shail be disregarded i determining the rights
of any person to attend or vote (and the number of votes they may cast) at the meeting

Proxies
2 A shareholder is entitled to appoint another person as his or her proxy to exercise all or any of his or her rights

to attend and to speak and vote at the meetng A proxy need not be a shareholder of the Company

A shareholder may appoint more than one proxy 1n relation to the meeting, provided that each proxy 1s appointed
to exercise the nights attached 1o a different share or shares held by that shareholder Failure to specify the
number of shares each proxy appointment relates o or specifying a number which when taken fogether with
the numbers of shares set out In the other proxy appointments 1s In excass of the number of shares held by the
shareholder may result in the proxy appomntment being nvald

A proxy may only be appointed in accordance with the procedures set out in notes 3 to 4 below and the notes
10 the proxy form

The appointment of a proxy will not preclude a shareholder from attending and voting in person at the meeting

A form of proxy is enclosed When appointing more than one proxy, complete a separate proxy form in relation
to each appointment Addiional proxy forms may be obtained by contacting the Company's registrar on 0871
664 0300 (calls cost 10p per minute plus network extras) or the proxy form may be photocopied State clearly
on each proxy ferm the number of shares In relation to which the proxy 1s appointed

To be valid, a proxy form must be recetved by post or {during normal business hours only) by hand at the offices
of the Company's registrar, Capita Registrars PXS, 34 Beckenham Road, Beckenham BR3 4TU, ne later than
10 am on 9 June 2012 {(or, If the meeting 15 adjourned, no later than 48 hours before the time of any adjourned
meeting}

CREST members who wish to appoint a proxy or proxies for the meeting (or any adjournment of i) through the
CREST electronic proxy appointment service may do so by using the procedures described in the CREST
Manual CREST personal members or other CREST sponscored members, and those CREST members who
have appointed a voting service provider(s), should tefer to therr CREST sponsaor or voting service provider(s),
who will be able to take the appropriate action on therr behalf

In order for a proxy appointment or instruction made using the CREST service o be valid, the appropniate CREST
message (@ “CREST Proxy Instruction™) must be properly authenticated in accardance with Euroclear UK &
Ireland Limited’s specifications and must contain the information required for such instructions, as described n
the CREST Manual The message, regardiess of whether 1t constitutes the appointment of a proxy or is an
amendment to the instruction given fo a previously appointed proxy, must, In order to be vald, be fransmutted
so as 1o be received by Capita Registrars (ID RA10) no later than 10 am on 8 June 2012 {or, if the meeting 18
adjourned, no later than 48 hours before the time of any adjourned meeting) For this purpose, the tme of receipt
will be taken to be the time (as determined by the trmestamp applied to the message by the CREST Applications
Host} from which Capita Registrars Is able o retrieve the message by enguiry to CREST n the manner prescribed
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by CREST After this time, any change of instructions to proxies appoinied through CREST should be
communicated to the appointee through other means

CREST members and, where applicable, therr CREST sponsors or voting service providers should note that
Euroclear UK & Ireland Limited does not make avallable special procedures in CREST for any particular
messages Normal system timings and limitations will therefore apply In relation to the input of CREST Proxy
Instructions It 1s the responsiblility of the CREST member concerned to take (or, if the CREST member 1s a
CREST personal member or spensored member or has appointed a voting service provider(s), to procure that
his or her CREST sponsor or voting service provider(s) take(s)) such action as shall be necessary 10 ensure that
a message Is transmitted by means of the CREST system by any particular time In this connection, CREST
members and, where applicable, their CREST sponsors or voting service providers are referred, in particular, 1o
those sections of the CREST Manual concerning practcal imitations of the CREST system and timings

The Company may treat a CREST Proxy Instruction as invalid in the circumstances set out in Regulation 35(5})(a)
of the Uncertiicated Securities Regulations 2001

Corporate representatives

5

A shareholder which 1s a corporation may authonse one or more persons to act as its representative{s) at the
meeting Each such representative may exercise {(on behalf of the corporation) the same powers as the
corporation could exercise (f it were an indwdual shareholder, provided that (where there 1s more than one
representative and the vote 1s otherwise than on a show of hands) they do not do so In relation o the same
shares

Documents available for inspection

6

The following documents will be avadable for mspection dunng normal business hours at the registered office
of the Company from the date of this notice until the time of the meeting They will also be available for Inspection
at the place of the meeting from at least 15 minutes before the meeting until it ends

61 Copies of the service contracts of the executive direciors

62 Copies of the letters of appointment of the non executive directors

Biographical details of directors

7

Biographical details of all those directors who are offenng themselves for reappomniment at ihe meeting are set
out on page 5 of the enclosed annual report and accounts
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