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Pulmocide lelted o » o o ) Qompany no: 06182024
Directors’ report . ;
‘ for the year ended 31 March 2017

The directors present their report and audited financial statement for the year ended 31 March 2017.-

. The report has been prepared in accordance with the special provisions relating to small companies

" within Part 15 of the Companies Act 2006 andin accordance with applicable United Kingdom
accounting standards, including Financial Reporting Standard 102 ‘The Financial Reportlng Standard
apphcable in the United Kingdom and Republlc of lreland (‘FRS 102)

PrlnC|paI activity

The prmapal activity of the Company is pharmaceutical drug research, development and .
commercialisation and the directors expect the Company to contlnue with its principal activity into the
foreseeable future. :

Rewew of busmess and future developments |
The directors are pleased with the result for the year, which was as expected The dlrectors have not
recommended the payment of a dividend (2016 Enll) :

Gomg concern . ,
The directors believe that preparlng the flnanc1al statements on the going concern basis is appropriate
due to the continued financial support of the investors; F Prime Healthcare Fund LLP, Touchstone
Innovations Businesses LLP, Johnson and Johnson Innovation — JJDC Inc, SV Life Sciences Fund

V LP, S.R.One, Limited and Longwood Fund Il LP. Capital of £25,000,000 has also been committed:
£1,000,000 was received as the final tranche of Series A funding and £10,000,000.for Series B in
March 2017 The remalnlng £15 000,000 commitment is subject to further mvestment milestones.

Dlrectors :
The foliowing dlrectors held office throughout the year and up to the date of this report unless
otherwise noted

Ms ACatherine ‘Bingham
Dr Steve Knight

. Dr Harry Finch (resigned 17 March 2017)

A Ms Maina Bhaman

Dr Jeanne Bolger i

Dr William Garth Rapeport

Dr Peter Strong ‘

Mr Matthew Foy (appointed 17 March 2017)
“Mr Danlel Burgess (appointed 17 March 2017)

Dlrectors tndemnltles

As permitted by the Articles of Assocuatlon the directors have the beneflt of an indemnity which is a:

" qualifying third party indemnity provision as defined by Section 234 of the Companies Act 2006. The
indemnity was in force throughout the last financial year and is currently in force. ‘The Company also
purchased and maintained throughout the financial year Dlrectors and Offlcers Ilablllty insurance in

respect of itself and.its dlrectors :



Pu’lmoci-de lelted - R ] y ‘ Cornpany'no: 06182024

D|rectors report
g for the year ended 31 March 2017 (contlnued)

Statement of directors’ respons:bllltles in respect of the flnancml statements
‘The directors are responsible for preparing the Directors’ report and the financial statements in
accordance with apphcable law and regulatlon

Company law requires the dlrectors to prepare flnanC|aI statements for each flnanC|aI year, Under
that law the directors have prepared the financial statements in accordance with United. Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards, comprising FRS

. 102 “The Financial Reporting Standard applicable in the UK and Republic.of Ireland”, and applicable

law). Under company law the directors must not approve the financial statements unless they are
satisfied that they give a true and fair view of the state of affairs of the Company and of the profit or
loss of the Company for that period ‘In preparmg the financial statements, the dlrectors are '
required to ) . : : ‘

- Select suitable accounting pohcnes and then apply them conSIStentIy,

o State whether applicable United Klngdom Accountmg Standards, compnsmg FRS 102 have been -
followed, subject to'any material departures disclosed and explalned in the financial statements

o Makejudgements and accountlng estimates that are reasonable and prudent and

.. Prepare the financial statements on the going concern baS|s unless it is mappropnate to presume
- that the Company will continue in business. :

The directors are responsible for keeping adequate accountlng records that are sufflc:lent to show and -
explain the Company’s transactions and disclose with reasonable accuracy at any time the flnanC|aI
‘position of the Company and enable them to ensure that the financial statements comply with the
Companles Act 2006.. :

The dlrectors are also responS|bIe for safeguardlng the assets of the Company and hence for taklng
reasonable steps for the preventlon and detection of fraud and other irregularities. .

In the case of each dlrector in offlce at the, date the Directors’ report is approved:

"« Sofar as the director is aware, there is no relevant audlt mformatnon of Wthh the Company s
auditors are unaware; and ' : 4 . ;

"o They have taken all the steps that they ought to have taken as a director in order to make _
" themselves aware of. any- relevant audlt information and to establlsh that the Company’s auditors
- are aware of that lnformatlon

~ On behalf of the board

Dr Peter Strong -\
Director -

28 September 2017



APulmOCide Limited o " ‘ L Company no: 06182024 ~
Independent audltors report to the members of Pulmomde lelted

Report on the fmanmal statements

Our opinion .
In our opmlon Pulmocide lelted 3 fmancral statements (the “financial statements )

e  Give a true and fair view of the state of the Companys affairs as at 31 March 2017 and of |ts loss ,
~ for the year then ended; ‘ : ‘

. Have been properly prepared in accordance with United Klngdom Generally Accepted Accounting
Practice applicable to Smaller Entltles and

e Have been prepared i in accordance with the requlrements of the Compames Act 2006.

What we have audited :

The flnan0|al statements mcluded within the Dlrectors report and flnanC|aI statements (the “Annual
Report ) comprlse

.. The Balance sheet as at 31 March 2017

e The Statement of comprehenswe mcome for the year then ended

e The Statement of changes in equny for the yearthen ended; and.-

« The notes to the financial statements, which include a summary of significant accountlng poI|C|es
and other explanatory information. ‘ : ,

The financial reporting framework that has been applied in the. preparation of the financial statements

* is United Klngdom Accountlng Standards, comprising FRS 102 “The Financial Reporting-Standard -
appllcable in'the UK and Republic of Ireland”, and applicable law (United Klngdom Generally

) Accepted Accountmg Practlce) applicable-to Smaller Entities. '

In applying the financial reporting framework, the directors have made a number of s'ubjectit/e ‘
judgements, for example in respect of significant accounting estimates. In'making such estimates,
they have made assumptions and considered future events. :

Oprnlons on other matters prescrlbed by the Companles Act 2006

. Inour opinion, based on the work undertaken in the course of the audit:

«  The information given in the Directors’ report for the financial year for which the financial
statements are prepared is consistent with the financial statements; and

e The Directors’ report has been prepared in accordance with applicable legal reouirements.

“lIn addition, in light of the knowledge and understanding of the Company and its environment obtained
in the course of the audit, we are required to report if we have identified any materlal mlsstatements in
* the Directors’ report We have nothing to report in this respect :

[‘Other matters on WhICh we are requrred to report by exceptlon

Adequacy of accounting records and information and explanations recelved'
Under the Companies Act 2006 we are required to report to you if, in our opinion: -

¢ .we have not received all the information and explanations we require for our a'udit' or

© e adequate accounting records have not been kept, or returns adequate for our audlt have not been
received from'branches not visited by us; or :

e The financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.'



Pulmocide Li'mited S A ‘ . Company no: 06182024

Independent audltors report to the members of Pulmocrde lelted
(contmued)

- Directors’ remuneration

Under the Companies Act 2006 we are- req‘uired to.report to you if, in ou'r opinion, certain disclosures
of directors’ remuneration specified by law are not made We have no exceptlons to report arising
from this responS|b|I|ty : :

Entitlement to exemptlons

Under the Companies Act 2006 we. are required to report to you if, in our opinion, the dlrectors were
not entitled to: prepare financial statements in accordance with the small companies regime; take-
"advantage of the small companies exemption in preparing the Directors’ report; and take advantage

of the small companies exemption from preparing a strategic report We have no exceptlons to report
arising from this responsrblltty :

Responsmllrtles for the f|nanC|aI statements and the audit

Our responsrbllltles and those of the dlrectors

.As explained more fully in the Statement of dlrectors responsibilities set out.on page 3, the dlrectors
are responsible for the preparation of the financial statements and for bemg Sa'(tSerd that they glve a
true and fair view. : .

Our responsibility is to audit and express$ an opinion on the flnancral statements in accordance with -
applicable law and Internatlonal Standards on Auditing (UK and Ireland) (“ISAs (UK & Ireland)”).

" Those standards require.us to-comply with the Audmng Practlces Board’s Ethical Standards ’
for Auditors. -

This report, inc_ludi'ng the opinions, has been prepared for and only for the Company’s'members asa
" body in accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for-no other purpose.
We do not, in giving these opinions, accept or assume responsibility for any other purpose or to any
- other person to whom this report is shown or into whose hands it may come save where expressly
agreed by our prior consent in wrmng

What an audit of financial statements involves

We conducted our audit in accordance with ISAs (UK & Ireland). An audit involves obtaining
evidence about the amounts and disclosures in the financial statements sufficient to give reasonable
assurance that the financial statements are free from' matenal misstatement, whether caused by fraud
or error. Thls includes an assessment of:.

. Whether the accountlng policies are approprlate to the Companys cwcumstances and have been
conS|stentIy applied and adequately dlsclosed .

) The reasonableness of significant accounting estlmates made by the dlrectors and
. The overall presentatlon of the financial statements.

We pnmarlly focus our work in these areas by assessing the dlrectors judgements against available
evidence, forming our own.judgements and evaluating the disclosures in the financial statements.



PulmOcide Limited' '. R : n . Companyno: 06182024

, Independent audltors report to the members of Pulmocrde lelted
[(contmued) :

What an audit of fmanmal statements involves (contlnued)

- Wetest and examine information, using-sampling and other auditing technlques 1o the extentwe -
consider necessary to provideé a reasonable basis for us to draw conclusions. We obtain audit
ewdence through testing the effectiveness of controls, substantlve procedures or a comblnatlon
of both. o :

In addmon we read all the flnanc:lal and non- fmancual information in the Annual Report to ldentlfy
material inconsistenciés with the audited financial statements and to identify any information that i is
apparently materially incorrect based on, or materially lncon3|stent with, the knowledge acquired by
us in the course of pertormmg the audit. If we become aware of any apparent material misstatements
or inconsistencies we conS|der the |mpI|cat|ons for our report. With respect to the Directors’ report
we conS|der whether this report mcludes the disclosures required.by applicable Iegal reqwrements

i

. Brian Henderson (Senior Statutory Au‘ditor) .
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors -

. London

-28 September 201 7



Pulmocide Limited Co'mpa.ny né:.06182024

~Statement of' cbmprehénsive income -
.for the year ended 31 March 2017

2017

All activities are in respect of continuing operations.

Note 2016

| | " Y -
Administrative expenses - (6,041,974) (9,825,278)
" Loss before taxation (6,041,974)  (9,825,278)
Tax on loss 2,132,401 1,121 ,6A65 '
Loss for the financial year (3,909,573) (8,708,613)
Other comprehensive inco‘r}né for the year net of tax . A - E -
Total compreh_enéive loss for t‘hefyear , ' (3,909,573) ; (8,703,61‘3)



Pulmocide Limited =~

“Balance sheet
as at 31 March 2017

Company no: 06182024°

. Note 2017 2016
. £ £
Fixed assets ' » '
Tangible assets -9 96,204 165,564
' ' 96,204. 165,564 °
Current assets o T R
Debtors ’ 10 442,708 .. 602,541
Cash at bank and in hand 13,255,427 3;230,’581
' 13,698,135 3,833,122
Creditors: emo’u’nté falling due within one year 11 . {(1,097,561) (1,503,358)
Net current assets ‘ 12,600,574 2,329',764
Total aésets- less current liabilities 12,696',778 2,495,328
Creditore}‘ amounts falling due after mere than one year 12 (32,000,000) (18,(500,‘000) ‘
Net liabilities ‘ ' o (19,303,222)  (15,504,672)
Capital aﬁd reserves. »
Called up share capital - 14 8,550 -
.13 . 102,473 -

- Other reserves

Accumulated losses,
Total shareholders’ deficit

(19,414,245)-

(15,504;672)

'(19,303,222)

(15,504,672)

The financial statements oh pages 7 to 18 were prepared in accordance with the special provisions .
. relating to small companies within Part 15 of the Companles Act 2006 and were approved by the

Board on 26 September 2017

Dr Peter Strong
Director ’




Pulmocide Limited

Statement of chéhges, in equity
for the year ended 31 March 2017

A Called up-

" Company no: 06182024

Accumulated

Total

At 31 March 2017

8,550

Note ' Other
' share capital reserves " losses Shareholders’
S _ deficit.
. o £ £ £ £
At 1 April 2015 . - (6,801,059) (6,801,059)
Loss for the financial year - - (8,703,613) (8,703,613)
At 31 March 2016 - - (15,504,672) ©  (15,504,672)
© At 1 April 2016 - -+ (15,504,672)  (15,504,672)
Loss for the fin_anéial year - S (3,909’,573)" (3,909,573)
Share based payment charge 13 4 102,473 - 102,473 -
Issuance of share capital - 14 8,550 - - , . -8,550.
' ’ ' 102,473 (19,414,245)  (19,303,222)



- Pulmocide Limi'te'd o - " " Company No: 06182024

Notes to the financial statements.
for the year ended 31 March 20.17‘

- General Information ‘
. Pulmocide Limited (the “Company) is a prlvate company limited by shares and rncorporated and
domiciled in the UK. The address of its reglstered office is c/o Covington & Burling LLP 265 Strand;
.London WC2R 1BH.

- The principal activity of the Company is that. of a pharmaceutlcal drug research and development and
commercrallsatlon company. :

Statement of Compliance :

The individual financial statements of the Company have been preparéd in accordance with Unlted
Kingdom Accounting Standards, including Financial Reportrng Standard 102, “The Financial
Reporting Standard applicable in the-United Kingdom and the Republlc of Ireland”, and the

‘ Companles Act 2006 , :

. Accounting Polucnes : :
-The significant accountmg pO|ICIeS Wthh have been applied con5|stently to-all'years presented,
unless otherwise stated, are set out below; o

Ba5|s of preparatlon .

The financial statements are prepared on the gomg concern basis, under the historical cost o
conventlon and in accordance W|th the. Companles Act 2006 and apphcable accountlng standards in
the United Klngdom - : :

The financial statements are presented in pound sterllng, whlch is the Company s functlonal and
presentatlon currency »

Basis of consolidation - '

In accordance with the Companles Act 2006 Section 398, PuImocrde lerted a qualifying entity, has
elected not to prepare group consolidated financial statements. MykoTherapeutics: Limited,
incorporated and domiciled in the UK. The address of its registered office is c/o Covington &

" Burling LLP, 265 Strand, London, WC2R 1BH. MykoTherapeutics Limited, the sole wholly owned
subsidiary of the Company was dormant throughout the year and would therefore not matenally
|mpact the presentation of the financial statements. :

Going concern

“The fmanmal statements have been prepared on a going concern basrs WhICh the directors believe to
be appropriate, as adequate funding has been secured to allow the Company to meet its obllgatlons .
for at least 12 months from the date of srgnlng these fmancral statements :

Exemptlon for quallfymg entities under FRS 102 ,
. The Company has taken advantage of the followmg exemptrons under FRS 102 in these .
fmancral statements :

. Presentatlon of a statement of cash rows
. Fmancral anstrument dlsclosures

. Company key management personnel total compensatlon drsclosure

10



PU|mOCide leltEd : . - : ' . Company i\lo: 06182024

'Notes to the financial statements |
for the year ended 31 March 2017 (continued)

Accounting Policies (continued)

: Tanglble assets and deprecuatlon :

Tangible assets are stated at cost less accumulated depremation and accumulated |mpa|rment
losses. Depreciation is provided at rates calculated to write off the cost of each asset over |ts '
expected useful Ilfe as follows:"

Plant and Machlnery 25% and 33% per annum on cost.

Repairs, maintenance and minor inspection costs are expensed as incurred.

Employee Benefits .

The Company provndes benefits to employees of paid holiday arrangements and a deflned
contribution pension plan. Hollday is paid out when taken by the employee. At each year end the _
cost of unused holiday is quantified and accrued in the fmancual year as it is considered earned by the-
' employee over thls period. :

The Company operates a deflned contrlbutlon plan for employees to whlch it pays fixed contributions
into a separate entity. Once paid, the Company-has no further payment obligations. The
contributions are recognised as an expense when they are due. Amounts not paid at period end are
shown in accruals in the balance sheet. The assets of the plan are held separately from the
Company in mdependently administered funds. :

Share based payments

The company operates an employee share scheme, whereby options are granted to empioyees to
purchése shares in the company. In accordance with the requirements of FRS 102, the related share -
based payment expense is recorded in the Statement of comprehensive income. For all grants of
share options, the fair value as at the date of grant.is calculated using an appropriate option pricing

‘ model and the. correspondlng expense is recognlsed over the period to which the assomated

_ employee s service relates. :

At the end of each reporting perlod the company revises its estimate of the number of options that
are expected to vest and recognlses the impact of any-revision to original estlmates in the Statement
‘of comprehenswe income, with a corresponding adjustment to equity. When the options are
exercised, the company will issue new shares and the proceeds r'eceiye'd,. net of any directly
attributable transactions costs, will be credited to share capital (nominal value) and share premium.

Leases

Costs in respect of operating leases are charged to the Statement of comprehensive income on a
straight line basis over the lease term. :

Research and development

Research and deveiopment costs are expensed in the period they are incurred. In.the curlent year-
the total amount of research and development cost was £6,041,974.(2016: £9,825,278).

M



PU'mOCIde LImItGd : o 4 Company no: 06182024

‘Notes to the fmancral statements ‘
: _for the year ended 31 March 2017 (contmued)

Accqunting Policies (co‘ntinued)

Research and development tax credit

Research and development tax credits are calculated based on actual reported expendltures in

relation to given qualifying projects. -An assessment is performed and filed with HMRC annually

. These tax credlts aré recognised on a cash basis only due to the subjectlwty of the flow of funds in
.. that they are not consrdered virtually certain until received.

Investments in subsidiaries.
Investments in sub5|d|ary undertaklngs are stated at cost Iess any prov15|on for |mpalrment

Preference shares

The Company’s preference shares are accounted for as financial llabl|ltles as they provide for
-redemption by the Company for a fixed or determinable amount at a fixed or determinable future date,
and give.the holder the right to require the Company to redeem the instrument at or after a particular
date for a fixed or determinable amount. This treatment is in accordance with FRS 102.

Deferred taxation

Deferred tax is recognised in respect of all-timing dlfferences that have originated but not reversed at
the Balance sheet date, where transactions or events that reésult in an obligation to pay more tax |n
the future or a rlght to pay Iess tax in the future have occurred at the Balance sheet date.

Deferred taxation (contlnued)

A net-deferred tax asset is recognised as recoverable and therefore recognised onIy when, on the
basis of all available evidence, it can be regarded as more likely than not that there will be suitable
taxable profits against which to recover carried forward tax losses and from which the future reversal
~ of underlyingtiming differences can be deducted. :

Deferred tax is measured at the average tax rates that are expected to apbly in the periods in which
- the timing differences are expected to reverse based on tax rates and laws that have been enacted
or"substanti\'/ely enacted by the Balance sheet date. Deferred tax is measured on a non-

~ discounted basis. : :

) Crltlcal accountrng ]udgement and key source of estrmatlon uncertamty

The preparation of the financial statements requires management to make judgements, estimates and
assumptions that affect the appllcatlon of the accounting policies and the reported amounts of assets
and liabilities, revenues and expenses. Actual results may d|ffer from these estimates. -

. Estimates and underlying assumptions are contlnually evaluated and are based on hlstoncal
experience and other factors,.including expectations of future events that are reasonable under the
circumstances: Revisions to accounting estimates are recognised in the perrod in which the
estimates are revrsed and in any future periods affected :

'Management does not consider there to be any critical accounting judgements, estimates.or
assumptions made in the preparation of these financial statements.

12



PUlmOCIde leltGd a K o v' , SRS 'Co,mpa‘n‘y no: 06182024

Notes to the financial statements ,
for the year ended 31 March 2017 (continued)

4. Admin'istr'at'i've expenses .
S 2017 - 2016’
A , .A g B
Staff costs (note 5) * ' .. 1555260 1316994
Depreciation and loss on disposal of tanglble ‘ o 96,334 . . 85644
assets - ‘ ‘ A
-Besearch and develdpment costs - ‘_ . ' h . ' - .3,494,286 7,855,307
Professional fees — o . 363,551 . 123856
Office-and administration costs ) - - - 532,543 © 443,477
| . 6,041,974 9,825,278
-'5.' N Staff cosfs . o
’ 2017 " 2016
. £- . e
Staff costs A ‘ o
Wages and salaries ’ : o ' . o 1,273,422 . 1,151,000
Social security costs - 'A o | . 148,211 i43,m64 ,
Share based payments ; o - 102,473 = oo-
Pension costs o . o ‘ ' : “'31,154, . 22,830
- " o o 1,555,260 1,316,994
2017 - 2016
£ £
Directors’ emoluments - N A
‘Salaries and fees SR ' .. 398563 391,138
Social security costs R L 50,463 A -
' 449,026 391,138

"There are no dlrectors for whom retlrement beneflts are accrumg under money purchase or deflned' '
_ beneflt pension schemes

. nghest pald director :
- The hlghest pald dlrectors emoluments were as follows

2017 ° . 2016

Salary E . . 223102 - 391,138
Social secnrity costs | o . A . 29,24(')' K '_ -
| - . 252,342 . 391,138

13



' 7’Pulmocide‘ Limited

_.Notes to the flnanC|aI statements 4
_for the year ended 31 March 2017 (contmued)

6. Employee information

The average monthly. number of | persons (mcludrng dlrectors) employed by the Company dunng the -

-year was 12 (2016 13):

Company no: 06182024

2016

1,121,665 °

" Current tax

2017
Number - “Number
) - By activity ' '
' Management and_'administr'ati\_/e ’ 4 4
Research and .development ' 8. 9
' C12 13
7. : Loss before taxatlon
' Operatlng loss is stated after charglng:
N 2017 - 2016
£ g
Depreciation 82,157 . 85,644
Loss on disposal of tanglble assets 14,177 ' -
. Operating lease rentals 151,710 150,061
~ Auditors’ remuneration ’ , 4
. Audit ' 15,000 14,750
- Taxservices 15,000 - 15,000
8. - Taxonloss | ) _
| 2017 2016
' £ -
2,132,401

The standard rate of current tax for the year, based on UK standard rate of corporati'on tax is 20% -
(2016: 20%). The.current tax charge for the year differs from the standard rate for the reasons in the

reconcrllatlon below:

2017

" 201

6

£ £
Loss before taxation (6,041,974) (9,825,278)
- Loss before taxation mu|t|pI|ed by standard rate of corporatlon tax in . ‘(1,208,3'95) '(1,965,056),‘ :
the UK of 20% (2016: 20%) . o o
Unrelleved tax Ioss arising m_the year 1,208,395 1,965,056
R&D tax credits received in the year © 2,132,401 1,121,665
B 2,132,401

Tax charge for the year

1,121,665

14



Pulmocide Limited

~ Notes to the financial statements

for-_the year ended 31 March .2017 (continu'ed)

Company no: 06182024 . -

" The Company has an unrecognlsed cumulative deferred tax: asset of £4,305, 084 (2016: £3,096 689)
in relation to unutilised tradlng losses carried forward Wthh has not been recognised due to

uncertainty about timing of future profits.

1,076,334

9. Tanglble assets
T ' Plant and
machinery .
¢
Cost or valuation
‘At 1 April 2016 - - 345,673
~ Additions . 36607
Disposals , - (75,331)
At 31 March 2017 . | 306,949
'Accumulated déprecia_tio‘n :
At1 April 2016 180,109 .
Charge for the year 82,1 57.V
Disposals© . (51,521)
At 31 March 2017 210,745 _
Net book value :
At31 March 2016 165,564
At 31 March 2017. - . 96,204
110. - Debtors _ : _
‘ 2017 2016
. £ £
‘Other debtors 270,609 468,665
Prepayments 172,099 133,876 -
' 442,708 602,541
11. Creditors: amounts falling dué within one year o
' ' ' " 2017 2016
. . £ £
‘Trade creditors 807 890 1,212,564
Taxation and social securJty 51 502 = - 46,332
Accruals .216,942. 244,462
1,503,358

15 .



12.

13.

'Pulmomde L|m|ted

Notes to the fmancnal statements

Creditors:,amo'unts fa.lling due after more than one year

Preference Shares

‘for the year ended 31 March 2017 (c'ontlnued)

Company no: 06182024

2017 2016
£ £

32,000,000 18,000,000 -

On a return of capital, liquidation or sale of the entire issued share capital of the Company, the

preference shareholders have priority over all classes of shares. ‘The authorised, allotted; called up

~and fully paid 29,936,508 Preference A shares and Preference B shares of £0.01 each have the same. |
voting rights attached as the ordinary share capital. ‘During the year 8,000,000 £0.01 Preference A
'_ shares were |ssued for £1. OO each and 7,936, 508 Preference B shares were issued for £1. 26 each

- Both Preference A shares and Preference B shares carry an 8% per annum preferred leldend '
" When there are dlstrlbutable profits with which to pay it this d|V|dend is payable in pl’lOl’lty to payment
) of any other dividend. - .

The substance of the preference shares is that they are debt and have therefore been accounted for

‘as a liability. .

Share based payments

The company operates an equity-settled-share based compensation plan that is established under the -

" Enterprise Management Initiative (“EMI"), for certain employees as consideration for equity option
Jinstruments (share options) of the company.- The options are granted with a fixed exercise price and

are exercisable eithér when the holder ceases to be an employee of the company or 4 years after the

grant date for the options to vest in full.

- grant date. Employees are required to remain in employment with the company for 4 years fromthe

The fair value of employee services received in exchange for the grant of options is expenses on an

eventually vest and the value of the options as at the date of grant.

The reconcmatlon of share option'movements over the year is shown below:

-equity basis each reporting period, based on the company’s estimate .of the number of shares that WI||

2016

20177
Options ~ Exercise Price Options Exelrci_se Price . -
Nurmber ‘ _ Number '
_ : ‘ ' £ : £
Outstanding options at 1 April"- o 4,170,000 , £0.01 4,170,000 £0.01
Granted ‘ 660,000 U001 . - -, £0.01
Exercised - - N (855,000) - . £0.01 L £0.01
Lapsed R PR - £0.01 R £0.01
"Outstanding Options at 31 March 3,975,000 £0.01 4,170,000 . £0.01
Exercisable options at 31 March - - - . 3,297,284 £0.01 . 3,385,307 ' EQ.O‘I‘

The total amount to be expensed over the vésting period is determined by reference to the fair value

" of the options granted, excluding the impact of any non-market vesting conditions. The fair value per
- option at date of grant was calculated-as £0.01 for share options granted-on each of 3 April 2014,
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i PU|mOClde L|m|ted : ‘ ' AR "Company no: 06t82024 L

‘Notes to the financial statements ,
- for the year ended 31 March 2017 (contlnued)

Share based*payments (continded)

8 December 2014 and 28 January 2015, and £0.50 for those options grantéd on 14 November 2016,
after dlscountlng their-value for the lack of marketablhty and lack of control associated with ordinary -
shares in the company. All optlons have an expected life of 4 years The share based payment
charge recognlsed in the statement of comprehensnve income for the year was £102,473 (2016 £nil).

Called up share capltal

2017 2016
I £
Authorlsed - e , S »
-5,000,000 (2016: 5,000,000) Ordlnary Shares of-£0.01 . 50,000 50,000
(2016: £0. 01) ‘each ) : e
Allotted, called up and fully' paid
. 8,550

Ordinary Shares

Ona return of capital, Ilqurdatlon or sale of the entire |ssued share capital of the Company, the
preference shareholders have priority over all classes of shares The authorlsed allotted, called up

' -and fully pald 29,936,508 £0. 01 Preference Shares have the same voting rights attached as the
ordinary share capital. In.total 29,936,508 Preference Shares are authonsed

.The issue of 855,000 shares was made in 2016 due to the exermse of share optlons Cash proceeds -

of £8,550 were recelved by the Company.

Preference Shares have been accounted for as a liability, please refer to note 12.

_ Operating lease cornmitments

At 31 March’ 201 7 the Company had annual commltments under non-cancellable Iand and building
operatmg leases for each of the followmg perlods , _

2017 - 2016

o £ . I
-Not later than one year - . : B - 86,218 - 93,844

Total operating leases expensed in the current year were £151 ,710 (2016: £150,061).
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Pul'mocid'e‘Limited R o S .Companyno:0618202<l

Notes to the fmancnal statements .
for the year ended 31 March 2017 (contlnued)

Related party transacttons
The Company is controlled by Johnson & Johnson Innovatlon JJDC Inc, F Prime Healthcare Fund
HLLP, SV Llfe Sciences Fund V LP, Touchstone Innovatlons Business LLP and S.R. One Ltd.’

Transactlons during the year included;
Board expenses totalllng £106 were charged by DrH Flnch

Rental fees and related service costs totalling £174, 771 were charged by Imperial Thinkspace
Limited, £18,003 by Imperial White Clty Incubator Limited, £1,703 by Imperial Innovations Limited,
£9,450 by Imperial College Consultants Ltd and £18,686 was charged by Imperial College London for
tralnmg and serwces

Dr H Finch was paid Non Executive Director Fees, consultancy fees and expenses totalling £15 OOO

-Dr D Armstrong James was pald consultancy fees and expenses totalllng £2,609.

_ Ultlmate controlling party

As at 31 March 2017 the Company is. consndered by the dlrectors to have no ultlmate controlllng party i

Subsequent events

" Following the Series B funding Wthh was completed in March 2017 the Company submitted an.
s application to the Medical,and Healthcare products Regulatory Agency for approval to conducta .

safety study, this was approved on 13 June 2017, and the study commenced 18 July 2017,

Pulmocide Limited has also received MHRA approval to conduct a Phase 2 study which is due to
commence in Q4 2017. . o
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