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" Achilles Therapeutics UK Limited
Registered number: 10167668
Strategic Report ’

All references in this Annual Report to "Achilles," the “Company”, "we," "us" and "our" refer to Achilles
Therapeutics UK Limited. The Company was incorporated on 6 May 2016. The Company is a wholly
owned subsidiary of Achilles Therapeutics Holdings Limited, which in turn is'a wholly owned subsidiary
of Achilles Therapeutics plc, or the “Parent Company”, a public limited company listed on the Nasdaq
Global Select Market, or “Nasdaq”. These companies, together with the US operating entity, Achilles
Therapeutics US, Inc., form the Achilles Group, or the “Group”. Achilles Therapeutics UK Limited is the
UK operating entity of the Group. The Directors present their Strategic Report on the affairs of the
Company for the year ended 31 December 2021.

Principal Activities
We are a clinical stage immuno-oncology biopharmaceutical company developing transformative
precision T cell therapies to treat multiple types of solid tumours. We are focused on advancing cancer
therapies through our pioneering work in the field of tumour evolution and our belief that clonal
neoantigens represent the most specific class of cancer cell targets. Our platform enables us to identify
mutations formed early in the development of a cancer that give rise to antigens that are expressed by
all of a patient’s cancer cells but are absent from healthy tissue. We refer to this novel class of solid
tumour targets as clonal neoantigens. To identify clonal neoantigens in a patient, we have developed a
proprietary bioinformatic platform called PELEUS. This platform employs sophisticated statistical
algorithms trained on the unique tumour genetic data derived from our exclusive license to data from
the TRACERX study, which aims to analyse tumour samples from more than 840 non-small cell lung
cancer, or NSCLC, patients. Once we have identified the clonal neoantigens, our proprietary
manufacturing process, VELOS, uses the patient's T cells and blood-derived dendritic cells to create a
clonal neoantigen-reactive T cell, or cNeT, therapy that specifically targets multiple clonal neoantigens
to eradicate the tumour or tumours. We are currently conducting two open-label Phase Vlla trials to
evaluate our cNeT product candidate, ATL001, in advanced NSCLC and metastatic or recurrent
“melanoma and expect to report additional, interim data from these trials in the second half of 2022. We
are also using our Material Acquisition Platform, or MAP, network, which consists of a network of
participating medical facilities, to collect tissue samples, from other tumour types, such as head and
neck squamous cell carcinoma, or HNSCC, renal cell carcinoma, or RCC, triple negative breast cancer,
or TNBC, and bladder cancer, to develop our PELEUS platform to identify clonal neoantigens in these
tumour types. Our investigational new drug apptlication, or IND, for HNSCC was accepted by the FDA
in January 2022 using VELOS Process 1 manufacturing and we expect to make additional submissions
“for our other earlier stage programs in the future.

Our goal is to become a fully integrated biopharmaceutical company focussed on the development,
manufacture and commercialisation of precision clonal neoantigen targeting therapies for multiple solid
tumour types. To achieve this, we are pursuing the following strategies:

e generate proof-of-concept clinical data for our cNeT approach in two lead solid tumour indications;
. ei(pand our cNeT platform into multiple additional solid tumours and earlier lines of therapy,

. continudusly develop and innovate the cNeT platform;,

¢ build a scalable, automated manufacturing process; and

« opportunistically collaborate with strategic partners to realise the full potential of our technology.

Since inception in 2016, we have devoted substantially all of our resources to conducting research
activities and clinical trials, organising and staffing the Company, business planning, raising capital and
establishing our intellectual property portfolio. Achilles does not have any products for sale and has not
generated any revenue from product sales. To date, the Company has principally raised capital through
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the issuance and sale of its convertible Preferred Shares to outside investors, and through the initial
public offering, or “IPO", of its ultimate parent company, Achilles Therapeutics plc, which completed on
6 April 2021.

General Business Review

At 31 December 2020, Achilles Therapeutics US, Inc., was a direct subsidiary of Achilles Therapeutics
UK Limited: During the- year ended 31 December 2021 the Group completed its corporate
reorganisation. The steps that were completed as part of the Group’s corporate reorganisation, relevant
to the Company, during the year ended 31 December 2021 were as follows:

e Exchange of Achilles Therapeutics Holdings Limited Shares for Achilles Therapeutics UK
Limited Shares: in February 2021 Achilles Therapeutics plc exchanged each of the shares it held
in Achilles Therapeutics UK Limited for two ordinary shares of nominal value £1.00 each in Achilles
Holdings Limited and, as a result, Achilles Therapeutics Holdings Limited became the direct parent
of Achilles Therapeutics UK Limited.

« Reduction of the share capital of Achilles Therapeutics UK Limited: Achiiles Therapeutics. UK
Limited reduced its share premium account of £180,570,838.19 in its entirety by way of solvency
statement to create distributable reserves.

e Distribution of Achilles Therapeutics US, Inc. by way of dividend-in-specie: Achilles
Therapeutics UK Limited distributed its investment in Achilles Therapeutics US, Inc. to Achilles
Therapeutics Holdings Limited by way of dividend-in-specie, following which Achilles Therapeutics
Holdings limited became the direct parent of Achilles Therapeutics US, Inc..

o Redesignation of share classes of Achilles Therapeutics UK Limited: Achilles Therapeutics
UK Limited designated all of its share classes to create one class of Ordinary shares, consisting of
the same number of shares as before redesignation.

During the period Achilles continued investing in the research and development of T-cell based
therapies advancing our clinical programmes in NSCLC and melanoma. As the Company is in a
research and development phase, we do not capitalise these costs and have reported'a loss for the
financial year ended 31 December 2021 totalling £42.8M. The loss for the year ended December 2020
was £26.1M.

The team that is being built to support this research and development continues to expand, with
-significant increase in headcount during 2021, and encompasses leading representatives from the fields
of scientific research, translational development, specialist GMP manufacturing, clinical operations and
business development.

Key Performance Indicators

The Directors and Management regularly review the Company’s total liquidity position and gross
monthly cash burn as part of the management of overall liquidity, financial flexibility and capital structure.
Total liquidity is the total cash at bank and gross monthly cash burn rate is defined as cash-flows before
financing income. At 31 December 2021 the total liquidity position was £86.2M (Dec 2020: £129:9M)
and the average monthly cash burn was £3.6M (Dec 2020: £2.7M).

Principal Risks and Uncertainties
The Company's ability to implement its business strategy is subject to numerous material and other
risks. These risks include, among others:



Risks

Risks

Risks

Risks

Related to our Financial Position and Capital Needs

We have incurred significant losses since inception, and we expect to incur losses over the next
several years and may not be able to achieve or sustain revenues or profitability in the future.
We will need substantial additional funding to achieve our goals, and a failure to raise additional
capital when needed on acceptable terms, or at all, could force us to delay, reduce or eliminate
our product development programs or commercialization efforts.

Related to the Development of our Programs

We are early in our development efforts. Qur business is dependent on the successful
development of ATLO01 and future product candidates. If we are unable to advance our current
programs, additional follow-on indications for ATLOO1 or any future product candidates into and
through clinical trials, obtain marketing approval and ultimately commercialize some, any or all of
the product candidates we develop, or experience significant delays in doing so, our business
will be materially harmed. ‘

Clinical development involves a lengthy and expensive process with an uncertain outcome, and
results of earlier studies and trials may -not be predictive -of future clinical trial results. We may
encounter substantial delays in clinical trials, or may not be able to conduct or complete clinical
trials on the expected timelines, if at all. If our research activities and clinical trials are not
sufficient to support regulatory development and approval of some, all or any of our programs for
ATLO001 or any future product candidates, we may incur additional costs or experience delays in
completing, or ultimately be unable to complete, the development of such program or product
candidate.

Our business is highly dependent on the success of our product candidate, ATL0OO01, which was
developed based on our PELEUS platform and utilizing our VELOS manufacturing process. All
of our future product candidates are based, or will be based, on the same technologies and the
failure of ATLOO1 may adversely affect their development.

ATL001 or any of our future product candidates may cause undesirable side effects or have other
properties that could halt their clinical development, prevent their regulatory approval, require
expansion of the trial size, limit their commercial potential, or result in significant negative
consequences. For example, in our ongoing trials, we have observed two serious adverse events
that were deemed related or possibly related to ATLOO1.

Related to our Approach to Product Development

Our approach to the identification and manufacture of product candidates represents a novel
approach to cancer treatment, which creates significant challenges for us. Generation of any
cellular therapy, including our clonal neoantigen-reactive T-cell therapy, or cNeT, that specifically
targets multiple clonal neoantigens to eradicate the tumor of an individual patient requires several
weeks, in part reflecting the need to generate patient-specific genomic data and perform the
bioinformatic analyses prior to initiation of manufacture. During the period from procurement of
tumor and blood to completion of manufacturing, patients continue to receive standard of care
therapies. In cases where disease progression is rapid, clinical deterioration of a patient's
condition during the manufacturing period may mean that the patient is no longer able to receive
our cNeT.

Related to Manufacturing and Supply
We have no experience manufacturing ATLOO1 at commercial scale. Manufacturing and

administering ATLO01 is complex and we may encounter difficulties in production, particularly
with respect to scaling up our manufacturing capabilities. If we encounter such difficulties, our



ability to provide supply of our cNeT for clinical trials or for commercial purposes could be delayed
or stopped. '

¢ Our supply chain network is exposed to potentially adverse events such as physical disruptions,
environmental and industrial accidents, trade restrictions, increases in the cost of raw materials
or disruptions at a key supplier which could seriously harm our development efforts, increase our
costs and expenses and have a material adverse effect on our business, financial condition and
results of operations. :

e Cell-based therapies and biologics rely on the availability of reagents, specialized equipment,
and other specialty materials, which may not be available to us on acceptable terms or at all. For
some of these reagents, equipment, and materials, we rely or may rely on sole source vendors
or a limited number of vendors, which could impair our ability to manufacture and supply our
products. ’

Risks Related to Sales, Marketing and Competition

e We face substantial competition, which may result in others discovering, developing or
commercializing products before or more successfully than we do.

Risks Related to Protecting our Intellectual Property

« If-we fail to comply with our current or future obligations in any agreements under which we may
license intellectuat property rights from third parties or otherwise experience disruptions to our
business relationships with our current or future licensors, we could lose license rights that are
important to our business.

o If we are unable to obtain and maintain sufficient patent and other intellectual property protection
for ATLOO1 and any future product candidates and technologies, our competitors could develop
and commercialize products and technologies simitar or equivalent to ours, and we may not be
able to compete effectively in our market or successfully commercialize any product candidates -
we may develop. :

Risks Related to our Business Operations and Growth

e« The ongoing spread of COVID-19, and the proliferation of variants capable of escaping the
coverage of available vaccines, has caused, and could continue to cause, severe disruptions in
the global economy and could seriously harm our development efforts, increase our costs and
expenses and have a material adverse effect on our business, financial condition and results of
operations.

Brexit Risk

On 23 June 2016, the electorate in the UK voted in favour of leaving the EU, commonly referred to as
Brexit, and the UK formally left the EU on 31 January 2020. The transition peridd during which EU
pharmaceutical law remained applicable to the UK ended on 31 December 2020. The EU and the UK
have concluded a trade and cooperation agreement, or TCA, which was provisionally applicable since
1 January 2021 and has been formally applicable since 1 May 2021. The TCA includes specific’
provisions concerning pharmaceuticals, which include the mutual recognition of Good Manufacturing
Practice, or GMP, inspections of manufacturing facilities for medicinal products and GMP documents
issued, but does not foresee wholesale mutual recognition of UK and EU pharmaceutical regulations.
Since the regulatory framework in the UK covering quality, safety and efficacy of pharmaceutical
products, clinical trials, marketing authorization, commercial sales and distribution of pharmaceutical
products is derived from EU directives and regutations, Brexit could materially impact the future
regulatory regime which applies to drugs and the approval of drug candidates in the UK, now that the
UK legislation has the potential to diverge from EU legislation. it remains to be seen how Brexit will



impact regulatory requirements for product candidates and products in the UK in the long-term. The
long-term impact of Brexit, including on our business and our industry, will depend on how the terms of
the TCA take effect in practice and any other agreements that are negotiated in relation to the UK's
future relationship with the EU.

Since the expiry of the transition period, Great Britain is no longer covered by centralized marketing
authorizations (under the Northern Irish Protocol, centralized marketing authorizations will continue to
be recognized in Northern Ireland). For a period of two periods from 1 January 2021, the Medicines and
Healthcare products Regulatory Agency, or MHRA, the UK medicines regulator, may rely on a decision
taken by the European Commission on the approval of a new marketing authorization in the centralized
procedure, in order to more quickly grant a new Great Britain marketing authorization. A separate
application will, however, still be required. Any new regulations in the future could add time and expense
to the conduct of our business, as well as the process by which our drug candidates receive regulatory .
approval in the UK, the EU and elsewhere.

“In addition, as we are headquartered in the UK, it is possible that the continued effects of Brexit may
impact some or all of our current operations. For example, now the transition period has ended, Brexit
will impact our ability to freely move employees from our headquarters in the UK to other locations in
Europe and the ability of European healthcare practitioners to move freely to the UK in order to complete
part of their training or work on our clinical trials there. In addition, we intend to continue to manufacture
our cNeT product candidates at our two UK manufacturing sites, the Royal Free Hospital and the Cell
and Gene Therapy Catapult and, once operational, our modular manufacturing facility at Hayes in the
UK. Manufacturing product candidates in the UK could, now the Brexit transition period has expired,
affect the clearance or timing of the release of our clinical trial materials out of the UK. Any such delays
could result in our clinical trial sites outside of the UK not having sufficient clinical trial materials and
could adversely affect the timing and completion of our clinical trials.

We expect that, now that the transition period has expired, Brexit could lead to divergent national laws
and regulations as the United Kingdom determines which EU laws to replicate or replace, including
those related to the regulation of medicinal products, as described above. Any of these longer-term
effects of Brexit, and others we cannot anticipate, could negatively impact our business and results of
operations. :

COVID-19 Risk ‘

The global COVID-19 pandemic continues to rapidly evolve. The extent to which COVID-19 ultimately
impacts our business, results of operations and financial condition will depend on future developments,
which remain highly uncertain and cannot be predicted with confidence, such as the ultimate geographic
spread of the disease, the evolution and proliferation of new variants, duration of the outbreak, travel
restrictions, new information that may emerge concerning the severity of COVID-19 or the effectiveness
of actions taken in the United States and other countries to contain the pandemic or treat its impact,
among others. In addition, recurrences or additional waves of COVID-19 cases could cause other
widespread or more severe impacts depending on where infection rates are highest. We cannot
presently predict the scope and severity of any potential business shutdowns or disruptions, but if we
or any of the third parties with whom we engage, including the. suppliers, clinical trial sites, service
providers, regulators and other third parties with whom we conduct business, were to experience
prolonged business shutdowns or other business disruptions, our ability to conduct our business in the
manner and on the timelines presently planned could be materially or negatively impacted, which could
have a material adverse impact on our business, results of operations and financial condition.



Financial Risk Management

The Group's finance department has policies and procedures which are reviewed as operations change
in size and nature to manage the Group's exposure to credit, foreign exchange and liquidity. risk. The
Company has no significant off-balance sheet risk or concentration of credit risk, such as foreign
exchange contracts, optioris contracts, or other foreign hedging arrangements, and currently has no
ongoing material financing commitments such as lines of credit or guarantees, that are expected to
affect liquidity over the next five years, other than our lease obligations and supplier purchase
commitments. To meet its obligations to suppliers in Euro and US Dollar the Company holds sufficient
reserves in these currencies. Unrealised foreign exchange losses recognised in the statements total
£142.035"in the year ended 31 December 2021 (gain of £92,099 for the year ended 31 December

2020).

Events after the reporting period

On 22 March 2022 Achilles Therapeutics plc paid $12.2M in exchange for one newly issued Ordinary
Share of nominal value £1.00 in Achilles Therapeutics Holdings Limited, which in turn paid $12.2M for
one million newly issued Ordinary Shares of £0.00001 each in Achilles Therapeutics UK Limited. The
Company recognised share premium of £8,252,714 following this issuance of share capital.

This report was approved by the Board on t7June 2022 and signed on its behalf.

Iraj Ali

Chief Executive Officer
7June 2022



Achilles Therapeutics UK Limited
Registered number: 10167668
Directors’ Report

Directors

The directors who held office during the year were as follows:
Iraj Ali .

Carsten Boess (resigned 11 January 2021)

Robert Coutts (appointed 11 January 2021)

Derek DiRocco (resigned 11 January 2021)

Michael Giordano (resigned 11 January 2021)

Edwin Moses (resigned 11 January 2021)

Martin Murphy (resigned 11 January 2021)

Rogier Rooswinkel (resigned 11 January 2021)

Political Contributions
The Company did not make any political donations or incur any political expenditure during the year or
prior year.

Statement on dividends

Achilles Therapeutics US, Inc. was distributed by way of dividend-in-specie to Achilles Therapeutics
Holdings Limited, the Company's immediate parent. The Directors do not otherwise recommend the
payment of a dividend for the year ended 31 December 2021 or for the year ended 31 December 2020.

Directors' Indemnities

The Company has made qualifying third-party indemnity provisions for the benefit of its Directors which
were made during the year through the directors and officers insurance and remain in force at the date
of this report.

Disclosure of information to auditor

In the case of each Director in office at the date the Financial Statements is approved:

e So far as the Director is aware, there is no relevant audit information of which the Company's
auditors are unaware; and

e They have taken all steps that they ought to have taken as a Director in order to make themselves
aware of any relevant audit information and to establush that the Company's auditors are aware of
that information.

This confirmation is given and should be interpreted in accordance with the provisions of s418 of the
Companies Act 2006.

Going Concern
The Directors have considered the going concern status of the Company. Further details on this can be
found at note 2.3 of the accounting policies.

Auditor
Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reappomted and
KPMG LLP will therefore continue in office.

Events after the reporting period

The Directors have considered events that occurred after the reporting period and before signing of the
financial statements and considered these events not to have a material impact on the understanding
of the financial statements for the year ended 31 December 2021. Further detail on events after the
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reporting period can be found at note 23 in the Notes to the financial statements.

Information set out in the Strategic Report

Pursuant to Paragraph 1A of Schedule 7, Large and Medium-sized Regulations 2008, information
regarding future developments, research and development expenditure and financial instruments is set
out in the Strategic Report.

This report was approved by the Board on V\lJune 2022 and signed on its behalf.

L
raj Ali

Chief Executive Officer
245 Hammersmith Road
London

SW11 2AH

\7June 2022
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Achilles Therapeutics UK Limited

Registered number: 10167668

Statement of Directors’ responsibilities in respect of the annual report and the financial
statements

The Directors are responsible for preparing the Strategic Report, the Directors’ Report and the
Company financial statements in accordance with applicable law and regulations.

Company law requires the Directors to prepare financial statements for each financial period. Under
that law they have elected to prepare the Company financial statements in accordance with UK
accounting standards and applicable law (UK Generally Accepted Accounting Practice), including FRS
102 The Financial Reporting Standard applicable in the UK and Republic of Ireland.

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 preparing the Company financial statements, the Directors are required to:

 select suitable accounting policies and then apply them consistently;

e« make judgements and estimates that are reasonable and prudent;

e state whether applicable UK accounting standards have been followed, subject to any material
departures disclosed and explained in the financial statements;

e assess the Company's ability to continue as a going concern, disclosing, as applicable, matters
related to going concern; and

e use the going concern basis of accounting unless they either intend to liquidate the Company or to
cease operations, or have no realistic alternative but to do so. '

The Directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the Company’s transactions and disclose with reasonable accuracy at any time the financial
position of the Company and enable them to ensure that the financial statements:.comply with the
“Companies Act 2006. They are responsible for such internal control as they determine is necessary to
enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error, and have general responsibility for taking such steps as are reasonably open to them to
} saféguard the assets of the Company and to prevent and detect fraud and other irregularities.

The Directors are responsible for the maintenance and integrity of the corporate and financial

information included on the Company’s website. Legislation in the UK governing the preparation and
dissemination of financial statements may differ from legislation in other jurisdictions.
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Achilles Therapeutics UK Limited
Registered number: 10167668
Independent auditor’s report to the Members of Achilles Therapeutics UK Limited

Opinion 4

We have audited the financial statements of Achilles Therapeutics UK Limited (“the
Company”) for the year ended 31 December 2021 which comprise the Balance Sheet, the
Statement of Profit or Loss, the Statement of Changes in Equity and related notes, including
the accounting policies in note 2.

In our opinion the financial statements:

e give a true and fair view of the state of the Company'’s affairs as at 31 December 2021
and of its loss for the year then ended;

e have been properly prepared in accordance with UK accounting standards, including
FRS 102 The Financial Reporting Standard applicable in the UK and Republic of
Ireland; and '

e have been prepared in accordance with the requirements of the Companies Act 2006.
Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs
(UK)") and applicable law. Our responsibilities are described below. We have fulfilled our
ethical responsibilities under, and are independent of the Company in accordance with, UK
ethical requirements including the FRC Ethical Standard. We believe that the audit
evidence we have obtained is a sufficient and appropriate basis for our opinion.

Going concern

The directors have prepared the financial statements on the going concern basis as they
do not intend to liquidate the Company or to cease its operations, and as they have
concluded that the Company’s financial position means that this is realistic. They have also
-concluded that there are no material uncertainties that could have cast significant doubt
over its ability to continue as a going concern for at least a year from the date of approval
of the financial statements (“the going concern period”).

In our evaluation of the directors’ conclusions, we considered the inherent risks to the
Company’s business model and analysed how those risks might affect the Company's
financial resources or ability to continue operations over the going concern period.

Our conclusions based on this work:

e we consider that the directors’ use of the going concern basis of accounting in the
preparation of the financial statements is appropriate;

e we have not identified, and concur with the directors’ assessment that there is not, a
material uncertainty related to events or conditions that, individually or collectively, may
cast significant doubt on the Company's ability to continue as a going concern for the
going concern period.

However, as we cannot predict all future events or conditions and as subsequent events
may result in outcomes that are inconsistent with judgements that were reasonable at the
time they were made, the above conclusions are not a guarantee that the Company will
continue in operation. .



Fraud and breaches of laws and regulations - ability to detect

Identifying and responding to risks of material misstatement due to fraud

To identify risks of material misstatement due to fraud (“fraud risks”) we assessed events
or conditions that could indicate an incentive or pressure to commit-fraud or prov1de an
opportunity to commit fraud. Our risk assessment procedures included:

e Enquiring of directors and inspection of policy documentation as to the Company’s
policies and procedures to prevent and detect fraud that apply to this Company as well
as enquiring whether the directors have knowledge of any actual, suspected or alleged
fraud.

¢ Reading Board of Directors, Audit Committee, Research and Development Committee
and Remuneration Committee meeting minutes.

¢ Considering remuneration incentive schemes and performance targets of management
personnel and directors.

e Using analytical procedures to identify any unusual or unexpected relationships.

We communicated identified fraud risks throughout the audit team and remained alert to
any indications of fraud throughout the audit. .

As required by auditing standards, we perform procedures to address the risk of
management override of controls, in particular the risk that management may be in a
position to make inappropriate accounting entries. On this audit we do not believe there is
a fraud risk related to revenue recognition because there are no revenue transactions.

We did not identify any additional fraud risks.

We also performed procedures including:
¢ Identifying journal entries based on risk criteria and comparing the identified entries to
supporting documentation. These include entries posted to certaln accounts or pairings
of non — related accounts.
e Evaluating the business purpose of significant unusual transactions, if any.
_e Assessing significant accounting estimates for bias.

Identifying and responding to risks of material misstatement related to compliance with laws
and regulations

We identified areas of laws and regulations that could reasonably be expected to have a
material effect on the financial statements from our general commercial and sector
experience and through discussion with the directors (as required by auditing standards),
and discussed with the directors the policies and procedures regarding compliance with
laws and regulations.

We communicated identified laws and regulations throughout our team and remained alert
to any indications of non — compliance throughout the audit.

The potential effect of these laws and regulations on the financial statements varies
considerably.

Firstly, the Company is subject to laws and regulations that directly affect the financial
statements including financial reporting legislation (including related companies
legislation), distributable profits legislation and taxation legislation and we assessed the
extent of compliance with these laws and regulations as part of our procedures on the
related financial statement items.



Secondly, the Company is subject to many other laws and regulations where the
consequence of non — compliance could have a material effect on amounts or disclosures
in the financial statements, for instance through the imposition of fines or litigation or the
loss of the Company’s license to operate.

We identified the following areas as those most likely to have such an effect: health and
safety, anti bribery, employment law, human medicine legislation, regulatory capital and
liquidity and certain aspects of company legislation recognizing the financial and regulated
nature of the Company's activities and its legal form. Auditing standards limit the required
audit procedures to identify non — compliance with these laws and regulations to enquiry
of the Directors and'other Management and inspection of regulatory and legal
correspondence, if any. Therefore, if a breach of operational regulations is not disclosed to
us or evident from relevant correspondence, an audit will not detect that breach.

Context of the ability of the audit to detect fraud or breaches of law or regulation

Owing to the inherent limitations of an audit, there is an unavoidable risk that we may not
have detected some material misstatements in the financial statements, even though we
have properly planned and performed our audit in accordance with auditing standards. For
example, the further removed non-compliance with laws and regulations is from the events
and transactions reflected in the financial statements, the less likely the inherently limited
procedures required by auditing standards would identify it.

In addition, as with any audit, there remained a higher risk of non-detection of fraud, as
these may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal controls. Our audit procedures are designed to detect material
misstatement. We are not responsible for preventing non-compliance or fraud and cannot
be expected to detect non-compliance with all laws and regulations.

Other information

The directors are responsible for the strategic report and the directors’ report. Our opinion
on the financial statements does not cover those reports and we do not express an audit
opinion thereon.

Our responsibility is to read the strategic report and the directors’ report and, in doing so,
consider whether, based on our financial statements audit work, the information therein is
materially misstated or inconsistent with the financial statements or our audit knowledge.
Based solely on that work:

. we have not identified material misstatements in the strategic report and the
directors’ report;

. in our opinion the information given in those reports for the financial year is consistent
with the financial statements; and

. in our opinion those reports have been prepared in accordance with.the Companies
Act 2006. ' :

Matters on which we are requirgd to report by exception
Under the Companies Act 2006 we are required to report to you if, in our opinion:

e adequate.accounting records have not been kept, or returns adequate for our audit
have not been received from branches not visited by us; or

¢ the financial statements are not in agreement with the accounting records and returns;
or .



e certain disclosures of directors’ remuneration specified by law are not made; or

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

We have nothing to report in these respects.

Directors’ responsibilities

As explained more fully in their statement set out on page 11, the directors are responsible
for: the preparation of the financial statements and for being satisfied that they give a true
and fair view; such internal control as they determine is necessary to enable the preparation
of financial statements that are free from material misstatement, whether due to fraud or
error; assessing the Company’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concern; and using the going concern basis of
accounting unless they either intend to liquidate the Company or to cease operations, or
have no realistic alternative but to do so.

Auditor’s responsibilities

Our objectives are to obtain reasonable assurance about whether the financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue
our opinion in an auditor’s report. Reasonable assurance is a high level of assurance, but
does not guarantee that an audit conducted in accordance with ISAs (UK) will always detect
a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of the financial statements.

A fuller description of our responsibilities is provided on the FRC's website at
www.frc.org.uk/auditorsresponsibilities.

The purpose of our audit work and to whom we owe our responsibilities

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

g7, —

Shirley Rogan (Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

2 Forbury Place

33 Forbury Road

Reading

United Kingdom

RG1 3AD

20 June 2022
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Achilles Therapeutics UK Limited

Profit and Loss Account
for the year ended 31 December 2021

Other operating income
Operating expenses

Company operating loss
Interest receivable

Loss before taxation

Tax on loss

Loss for the financial year

The notes on pages 20 to 33 form part of these financial statements.

All amounts relate to continuing operations.
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Note

4,5,6

Year Ended
2021
£

65,675
(50,811,993)

Year Ended
2020
£

1,669
(30,901,951)

(50,746,318) (30,900,282)
129,832 307,929
(50,616.486) (30,592,353) .
17,790,844 4,490,688
(42,825,642) (26,101,665)




Achilles Therapeutics UK Limited
Balance Sheet
as at 31 December 2021

Note : Year Ended : Year Ended
2021 ) 2020
) : £ £
Fixed assets
Intangible assets 9 199,061 76,043
Tangible assets ’ 10 12,918,048 9,717,285
Investments 1 - 384,689
13,117,108 10,178,017
Current assets
Debtors including £1,988,330 _
(2020: £2,001,319) due after more 12 14,065,797 9,783,040
than one year :
Cash at bank and in hand 13 86,198,412 129,946,872
100,264,209 : 139,729,912
Creditors: amounts falling due ‘
within one year 14 (13,307,975) (10,439,267)
Net current assets 86,956,234 129,290,645'
Total assets less current 100,073,343 139,468,662
liabilities '
Provisions for liabilities )
Asset retirement obligation 15 (611,737) (477,793)
Net assets 99,561,606 138,990,869
Capital and reserves
Called up share capital 17 1,234 1,234
Share premium 18 - 180,570,838
Profit and loss account 92,914,747 (44,438,645)
Other reserves 6,645,625 2,857,442
Shareholders’ funds 99,561,606 138,990,869

The notes on pages 20 to 33 form part of these financial statements.

The financial statements of Achilles Therapeutics. UK Limited (registered number 10167668) were
approved by the Board of Directors and authorised for issue. on | ZJune 2022, They were signed on its

behalf by: :

\

Pj p .
Iraj Al

Director
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Achilles Therapeutics UK Limited
Statement of Changes in Equity
for the year ended 31 December 2021

At 1 January 2020

Comprehensive income for the year

Loss for the financial year

Total comprehensive income for the year
Transactions with owners, recorded directly in equity
Issue of shares

Issuance costs

Share-based payment expense -
Share-based payment expense in subsidiary entity

Cancellation of deferred shares

At 31 December 2020

o " Share
Called up Share . . Carf_ltal Based Profit and
share jum ption Payment loss  Total equity
capital Lahabin Reserve Reyserve account
£ £ £ £ £ £
740 94,681,892 - - (18,336,980) 76,345,652
- - - - (26,101,665) (26,101,665)
- - - - (26,101,665) _ (26,101,665)
509 86,037,284 - - - 86,037,793
- (148,338) - - - (148,338)
- - - 2,854,568 - 2,854,568
- - - 2,859 - 2,859
(15) - : 15 - - -
1,234 180,570,838 15 2,857,427 (44,438,645) _ 138,990,869




At 1 January 2021

Comprehensive income for the year
Loss for the financial year )
Total comprehensive income for the year

Transactions with owners, recorded directly in equity

Capital reduction

Share-based payment expense
Share-based payment expense in subsidiary entity
Distribution of Achilles Therapeutics US, Inc. by way of

dividend-in-specie

At 31 December 2021

Share

Called up Capital
share Share premium Redemption PaB:‘s;:: Profit aar:é;zs"i Total equity
capital Reserve Reyserve
£ £ . £ £ . £ £
1,234 180,570,838 15 2,857,427 (44,438,645) 138,990,869
- - - - (42,825,642) (42,825,642)
' - - - (42,825,642) (42,825,642)
- (180,570,838) - - 180,570,838 -
- - 3,781,070 - 3,781,070°
- - - 7,113 - 7,113
- - - - (391,804) (391,804)
1,234 - 15 _ 6,645,610 92,914,747 99,561,606

The notes on pages 20 to 33 form part of these financial statements.



Achilles Therapeutics UK Limited
Notes to the Financial Statements for the year ended 31 December 2021

1. Company information

Achilles Therapeutics UK Limited is a private company limited by shares and is incorporated and
registered in England and Wales. The registered number is 10167668 and the registered address is
245 Hammersmith Road, London, W6 8PW. The business of the Company is research and
development in the field of biopharmaceuticals.

Achilles Therapeutics UK Limited is part of the Achilles Gfoup including Achilles Therapeutics pic
(formerly Achilles TX Limited), Achilies Therapeutics Holding Limited and Achilles Therapeutics US,
Inc.. Achilles Therapeutics US, Inc. was a direct subsidiary of the Company as at 31 December 2020:
The subsidiary entity was distributed by way of dividend-in-specie to Achilles Therapeutics Holdings
Limited on 26 February 2021. The Company has no subsidiary entities as at 31 December 2021 and
these financial statements present information about the Company as an individual undertaking.

Information regarding the Group Reorganisation has been disclosed in the Strategic Report.
2. Accounting policies

2.1 Basis of preparation .

These financial statements were prepared in accordance with Financial Reporting Standard 102 The
Financial Reporting Standard applicable in the UK and Republic of Ireland (‘FRS 102"). The
presentation currency of these financial statements is sterling. All amounts in the financial statements
have been rounded to the nearest pound unless otherwise stated.

The Company's ultimate parent undertaking, Achilles Therapeutics plc, includes the Company in its
consolidated financial statements. The consolidated financial statements of Achilles Therapeutics plc
are prepared in accordance with accounting principles generally accepted in the United States of
America ("U.S. GAAP") and are available to the public and may be obtained from 245 Hammersmith
Road, London, W6 8PW. In these financial statements, the Company is considered to be a qualifying
entity (for the purposes of this FRS) and has applied the exemptions available under FRS 102 in respect
of the following disclosures: '

e Cash Flow Statement and related notes; and ]

¢ Certain disclosures required by FRS 102.26 Share-based Payments; and,

e Certain disclosures required by FRS 102.11 Basic Financial Instruments and FRS 102.12 Other
Financial Instrument Issues in respect of financial instruments not falling within the fair value
accounting rules of Paragraph 36(4) of Schedule 1.

2.2 Measurement convention
The financial statements are prepared on the historical cost basis.

2.3 Going concern

The Company reported Cash and cash equivalents of £86,198,412 and net current assets of
£86,956,234 as at 31 December 2021, with a loss for the year ended 31 December 2021 of.
£42,825,642. The Company has historically been loss making and anticipates that it will continue to
incur iosses for the foreseeable future. The Company expects to continue to incur operating losses and
negative cash outflows until such time as it generates a level of revenue that is sufficient to support its
cost structure.

The spread of COVID-19 has impacted the global economy andvhas impacted the Company's
operations, including the interruption of preclinical and clinical trial activities and potential interruption
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to supply chains. The Company has maintained operations at its GMP manufacturing and research and
development sites through 2021 to date. The Company continues to assess the impact COVID-19 may
have on its ability to advance the development of drug candidates or to raise financing to support the
development of drug candidates, but no assurances can be given that this analysis will enable it to
avoid part or all of any impact from the spread of COVID-19 or its consequences, including downturns
in business sentiment generally or in its sector in particular.

The Directors have reviewed the financial projections of the Company for the twelve months subsequent
to the date of issuance of these financial statements including consideration of severe but plausible
scenarios that may affect the Company in that period. These show that the Company will be able to pay
(or otherwise discharge) its debts as they fall due immediately following the date of signing of the
financial statements and for the period considered by the forecast.

Accordingly, the financial statements have been prepared on a basis that assumes the Company will
continue as a going concern and which contemplates the realisation of assets and settlement of
liabilities and commitments as they fall due in the ordinary course of business for at least 12 months
from the date of issuance of the financial statements. '

2.4 Research and development
Expenditure on research activities is recognised in the profit and loss account as an expense in the
period in which it is incurred.

Expenditure on development activities may be capitalised if the product or process is technically and
commercially feasible and the Company intends, and has the technical ability and sufficient resources,
to complete development, future economic benefits are probable and if the Company can measure
reliably the expenditure attributable to the intangible asset during its development. Development
activities involve design for, construction or testing of the production of new or substantially improved
products or processes. The expenditure capitalised includes the cost of materials, direct labour and an
appropriate proportion of overheads and capitalised borrowing costs. Other development expenditure
is recognised in the profit-and loss account as an expense as incurred. Capitalised development
expenditure is stated at cost less accumulated amortisation and less accumulated impairment losses.

2.5 Grant Income .

Government grants are included within accruals and other creditors in the balance sheet and credited
to the profit and loss account over the expected useful lives of the assets to which they relate or in
periods in which the related costs are incurred. Amounts recognised in the profit and loss are presented
under the heading Other operating income.

2.6 Intangible assets

Intangible fixed assets are stated at cost less amortisation. Amortisation is charged to the profit or loss
on a straight-line basis over the estimated useful lives of intangible assets. Intangible assets are
amortised from the date they are available for use. The estimated useful lives are as follows:

Software over 3 years

The Company assesses intangibles for impairment whenever events or changes in circumstances
indicate that the carrying value of an intangible may not be recoverable. If any such indication of
impairment exists, the Company makes an estimate of the recoverable amount. If the recoverable
amount is less than the value of the ihtangible, the intangible is considered to be impaired and is written
down to its recoverable amount. An impairment loss is recognised immediately in the profit and loss
account.
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2.7 Tangible assets

Tangible fixed assets are stated at cost less accumulated depreciation.and accumulated impairment
losses. Cost includes the original purchase price of the asset and any costs attributable to bringing the
asset to its working condition for its intended use. '

The Company assesses at each reporting date whether tangible fixed assets are impaired.

Depreciation is charged to the profit and loss account on a straight-line basis over the estimated useful
lives of each part of an item of tangible fixed assets. The estimated useful lives are as follows:

Office equipment & computers over 3 years .

Leasehold improvements over the shorter of the useful life or the lease term, or to the
first break if exercise is uncertain

Fixtures & fittings over 5 years

Lab equipment over 5 years

Depreciation methods, useful lives and residual values are reviewed if there is an indication of a
significant change since last annual reporting date in the pattern by which the Company expects to
consume an asset’s future economic benefits. i

2.8 Foreign currencies '

Transactions in foreign currencies are translated to the Company’s functional currency at the foreign
exchange rate ruling at the date of the transaction. Monetary assets and liabilities denominated in
foreign currencies at the balance sheet date are retranslated to the functional currency at the foreign
‘exchange rate ruling at that date. Non-monetary assets and liabilities that are measured in terms of
historical cost in a foreign currency are translated using the exchange rate at the date of the transaction.
Non-monetary assets and liabilities denominated in foreign currencies that are stated at fair value are
retranslated to the functional currency at foreign exchange rates ruling at the dates the fair value was

determined.

Foreign exchange differences arising on translation are recognised in the profit and loss account. All
differences are taken to the profit and loss account in the period in which they arise.

2.9 Share Capital
Ordinary Shares are classified as equity. Incremental costs directly attributable to the issue of new
Ordinary Shares are shown in equity as a deduction, net of tax, from the proceeds.

210 lnvestmenis
These are separate financial statements of the Company. The investment in subsidiaries is measured
at historic cost less any accumulated impairment losses.

A provision is made for any impairment in value. When performing this impairment assessment, the
Directors consider whether any events or circumstances have occurred which indicate that the carrying
value of the investment in the subsidiary may not be recoverable. If such circumstances exist, a full
impairment review is undertaken to establish whether the carrying amount exceeds the higher of net
realisable value or value in use. If this is the case, an impairment charge is recorded to reduce the
carrying value of the related investment. '

211  Share-based payments

The financial effect of awards by the Parent Company of share options and other equity-based awards
to the employees of Achilles Therapeutics UK Limited are recognised by the Parent Company in its
individual financial statements. In particular, the Parent Cofnpany initially records a debit to the
investment value of the subsidiary holding entity, Achilles Therapeutics Holdings Limited, with a
corresponding credit to the Share Based Payment Reserve. Achilles Therapeutics Holdings Limited
records a debit to the investment value of Achilles Therapeutics UK Limited, with a corresponding credit
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to the Share Based Payment Reserve. The expense associated with equity-based awards for
employees of Achilles Therapeutics UK Limited is recognised in the Company’s profit and loss account,
with a corresponding credit to the Share Based Payment Reserve.

Prior to the distribution of Achilles Therapeutics US, Inc. to Achilles Therapeutics Holdings Limited on
26 February 2021, the effect of equity-based awards settled for employees of the US. subsidiary were
recognised as a debit to the investment in subsidiary value of Achilles Therapeutics US, Inc..

The share-based expense for equity awards is based on the grant date fair value of the award, which
may include share options and restricted Ordinary Shares. For equity awards that vest based on a
service condition, the share-based compensation expense is recognised on a straight-line basis over
the requisite service period. The total amount to be expensed over the vesting year is determined by
reference to the fair value of the options granted and assumptions about the number of options that are
expected to vest. The Company has estimated expected forfeiture rates for share options based on
historic employee data and this has been considered in the expense for the period. For equity awards
with performance conditions, the Company recognises share-based compensation expense using a
straight-line basis over the requisite service period when the achievement of a performance-based
milestone is probable, based on the relative satisfaction of the performance condition as of the reporting
date. The Company uses the fair value of its Ordinary Shares to determine the fair value of employee
shares awarded to employees and directors.

There have been no performance conditions attached to the share options granted by the Company to
date. The fair value of each share option grant is estimated on the date of grant using the Black-Scholes
option pricing model, which uses our ordinary shares, the expected term of our share options, the risk-
free interest rate for a period that approximates the expected term of our share options and our expected
dividend yield.

Given the absence of an active market for the Parent Company's ordinary shares prior to the IPO, the
Parent Company estimated the fair value of its ordinary shares with input from an independent third-
party valuation specialist. The Parent Company's valuations of ordinary shares were prepared using
either a market approach based on precedent transactions in the ordinary and preferred shares or a
market adjusted equity value method to estimate the Company’s total equity value, and using an option-
pricing backsolve method (“OPM”) to allocate the equity value to each class of the Company’'s
securities. In some cases, the Company determined that there were no significant events occurring
between a prior valuation date and a subsequent grant. As such, in these cases the Company used the
most recent share price valuation as an input to the determination of share-based compensation. After
IPO, the fair value of ordinary shares is determined by reference to the closing price of ADSs on the
Nasdaq Giobal Select Market on the date of grant.

2.12 Taxation .

Tax on the profit or loss for the period comprises current and deferred tax. Tax is recognised in the
profit and loss account except to the extent that it relates to items recognised directly in equity, in which
case it is recognised directly in equity.

Current tax is the expected tax payable on the taxable income for the period, using tax rates enacted
or substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of
previous years.

Deferred tax is provided in full on timing differences, which result in an obligation at the balance sheet
date to pay more tax, or a right to pay less tax, at a future date, at rates expected to apply when they
crystallise based on current tax rates and law. Timing differences arise from the inclusion of items of
income and expenditure in taxation computations in periods different from those in which they are
included in financial statements.
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Deferred tax assets are recognised only to the extent that it is probably that future taxable profit will be
available against which temporary differences can be utilised. Deferred tax assets and liabilities are not
discounted.

2.13 Employee benefits
Employee benefit costs, notably holiday pay, are charged to the proﬁt and loss on an accruals basis.

2.14 Operatlng leases

Payments (excluding costs for services and insurance) made under operating leases are recognised in
the profit and loss account on a straight-line basis over the term of the lease. Lease incentives received
are recognised in profit and loss over the term of the lease as an integral part of the total lease expense.

2.15 Pensions

The Company operates a defined contribution pension scheme for its employees. Contributions are
charged to the profit and loss account as they become payable in accordance with the rules of the
scheme. Amounts not paid are shown as a liability in the balance sheet. The assets of the plan are held
separately from the Company in independently administered funds.

2.16 Financial instruments
The Company only enters into basic financial instruments transactions which result in the recognition
of financial assets and liabilities like trade and other debtors and creditors.

Financial assets that are measured at cost and amortised cost are assessed at the end of each reporting
period for objective evidence of impairment. If objective evidence of impairment is found, an impairment
loss is charged to the profit and loss account.

For financial assets measured at amortised cost, the impairment loss is measured as the difference
between an asset's carrying amount and the present value of estimated cash flows discounted at the
asset's original effective interest rate. If a financial asset has a variable interest rate, the discount rate
for measuring any impairment loss is the current effective interest rate determined under the contract.

For financial assets measured at cost less impairment, the impairment loss is measured as the
difference between an asset's carrying amount and best estimate, which is an approximation of the
amount that the Company would receive for the asset if it were to bé sold at the balance sheet date.

2.17 Debtors
Short term debtors are recognised initiaily at transaction price plus attributable transaction costs, less
any impairment.

218 Creditors
Short term trade creditors are recognised initially-at transaction price less attributable transaction costs.

2.19 Interest Receivable
Interest receivable is equal to the interest due from but not received from financial institutions as at the
financial year end.

2.20 Asset retirement obligation

As part of its property leasing arrangements, the Company has an obligation to return property to its
original condition on completion of the lease. Where the Company has conducted significant leasehold
improvements it has an obligation to remove these improvements. The present value of the expected
cost is capitalised as part of the leasehold improvement asset. The provision is expected to be utilised
at the end of the lease.

2.21 Cash and cash equivalents
Cash and cash equivalents comprise cash and short term deposits. The carrylng amount of these assets
is approximately equal to their fair value.
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3. Critical judgements and key sources of estimation uncertainty in applying the
Company's accounting policies

In the application of the Company's accounting policies, which are described above, the Directors are
required to make judgements, estimates and assumptions about the carrying amounts of assets and
liabilities that are not readily apparent from other sources. The estimates and associated assumptions
are based on historical experience and other factors that are considered to be relevant. Actual results
may differ from these estimates. The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are recognised in the period in which the estimate is
revised if the revision affects only that period or in the period of the revision and future periods if the
revision affects both current and future periods.

The following are the critical judgements that the Directors have made in the process of applying the
Company's accounting policies and that have the most significant effect on the amounts recognised in
the financial statements.

Fair value of share based compensation

The determination of share based compensation expense requires numerous estimates and
judgements. The estimated fair value of the share awards has been determined by a Committee of the
Board as of the date of each option grant, with input from a third-party expert.

Clinical accruals

Clinical accruals relate to the status of clinical trial activity at hospitals and clinical research
organisations and typically there is a significant delay between the expenditure and the receipt of
supplier invoices. When estimating accruals for research and development expenses the Company
analyses progress of the preclinical activities or clinical trials, including the phase or completion of
services performed relative to invoices received and contracted costs. '

4. Expenses and auditor’s remuneration
Year Ended Year Ended
2021 2020
£ £
Included in profit/ loss are the following:
Loss on disposal of fixed assets 82,590 -
Depreciation of owned fixed assets 2,381,759 588,555
Amortisation of intangibles 13,356 12,321
Operating lease rentals - plant and machinery 14,039 565,907
Operating lease rentals - land and building 3,984,507 2,777,170
Research and development expenditure 33,735,607 20,860,257
Foreign exchange loss/ (gain) 142,035 (92,099)
Auditor’'s remuneration
Year Ended Year Ended
2021 2020
£ £
Auditor's remuneration for audit services 45,000 147,664
Auditor's remuneration in relation to audit related services - 97,500
45,000 245,164
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Amounts receivable by the Company's auditor and its associates in respect of services to the Company
and its associates, other than the audit of the Company's financial statements, have not been disclosed
as the information is required instead to be disclosed on a consolidated basis in the consolidated
financial statements of the Company's parent, Achilles Therapeutics plc. Prior year auditor's
remuneration includes expenses incurred during the period in which Achilles Therapeutics UK Limited
was the ultimate parent of the Achilles Group.

5. Staff numbers and costs

The average number of persons employed by the Company (including directors) during the year,

analysed by category, was as follows:

Year
Year Ended Ended
2021 2020
: Number Number
Research and development 171 99
Management and administration 35 19 .
206 118
The aggregate payroll costs of these persons were as follows:
Year Ended. Year Ended
2021 2020
£ £
Wages and salaries 13,113,185 7,978,471
Social security costs - 1,467,567 942,979
Defined pension contributions 1,338,495 758,300
Other benefits 169,988 104,809
16,089,235 9,784,559
6. Directors’ remuneration
Year Ended  Year Ended
2021 2020
£ £
Directors' remuneration 656,736 581,857
Amounts receivable under long term incentive schemes 1,209,312 1,106,478
Company contributions to money purchase pension plans 32,100 8,775
Amounts paid to third parties in respect of directors’ services - 65,376
1,898,148 1,762,486

The aggregate of remuneration and amounts receivable under long term incentive schemes of the
highest paid director was £1,271,804 (2020: £1,014,688), and company pension contributions of £5,500
(2020: £8,775) were made to a money purchase scheme on their behalf. During the year, the highest
paid director received shares under a long-term incentive scheme. Directors remuneration for the
highest paid director was settled by the parent company from March 2021 onwards.
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Retirement benefits are accruing to the following number of directors
under:

Money purchase schemes

Defined benefit schemes

The number of directors who exercised share options was
The number of directors in respect of whose qualifying services shares
were received or réceivable under long term incentive schemes was

7. Interest receivable

Bank interest

8. Taxation

Analysis of charge in the period
Current tax:

' Year Ended

Year Ended

. 2021 2020

£ £

1 1

1 1

2 5

2 5

Year Ended Year Ended

2021 2020

£ : £

129,832 307,929

129,832 307,929

Year Ended Year Ended

2021 2020

£ £
(7,790,844) (4,490,688)
(7,790,844) (4,490,688)
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Year Year

Ended Ended
2021 2020
: £ £
Loss before tax ‘ ' 50,616,486 30,592,353
Standard rate of corporation tax in the UK 19% 19%
Loss on ordinary activities multiplied by the standard rate of (9,617,132) (5.812,547)
corporation tax : o e
Effects of:
Fixed asset differences (581,713) -
Expenses not deductible for tax purposes 732,406 652,017
Adjustments to tax charge in respect of previous periods - 61,354
Income not taxable for tax purposes (1,001) -
R&D tax credit (5,770,131) (3,371,310)
Surrender of tax losses for R&D tax credit refund 2,417,848 1,412,674
R&D Expenditure credits 1,236 -
Remeasurement of deferred tax for changes in tax rates - (172,848)
Deferred tax not recognised 5,027,643 2,839,007
Attributable-to Group tax - 965
Total current tax recognised in profit and loss account (7,790,844) (4,490,688)

‘Based on the shareholder structure the Company is considered to qualify for the R&D tax credit for
small and medium sized entities for both the current and prior period.

Factors that may affect future tax 'chargés

The Company has a deferred tax asset of £12,287,138 (Dec 2020: £4,417,208) that it has not
recognised due to uncertainty over future profits.

Unsurrendered UK tax losses can be carried forward indefinitely to be offset against future taxable
profits; however, this is restricted to an annual £5 million allowance in each standalone company or .
group and above this allowance, there will be a 50% restriction in the profits that can be covered by
losses bought forward.
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9. Intangible Assets

Software Total
£ £
Cost
At 1 January 2021 95,978 95,978
Additions 136,374 136,374
At 31 December 2021 232,352 232,352
Amortisation
At 1 January 2021 19,935 19,935
Provided during the period 13,356 13,356
At 31 December 2021 33,291 33,291
Carrying Amount
At 31 December 2020 ' 76,043 76,043
At 31 December 2021 199,061 199,061
10. Tangible Assets
Assets
under Leasehold Office Laboratory
construction Improvements Equipment Equipment Total
£ £ £ £ £
Cost )
At 1 January 2021 934,763 5,098,180 1,277,060 3,401,487 10,711,490
Additions 3,000,550 177,392 208,315 2,322,067 5,708,324
Disposals - (73,680) - (162,840) (236,520)
At 31 December 2021 3,935,313 5,201,892 1485375 5,560,714 16,183,294
Depreciation
At 1 January 2021 - 156,191 310,883 527,131 994,205
Provided during the
period - 1,184,318 351,707 845,734 2,381,759
Disposals - (18,125) - (92,593) '(110,718)
At 31 December 2021 - 1,322,384 662,590 1,280,272 3,265,246
Carrying Amount
At 31 December 2020 934,763 4,941,989 966,177 2,874,356 9,717,285
At 31 December 2021 3,935,313 3,879,508 822,785 4,280,442 12,918,048
11. Investments
Year Ended
2021
£
At 1 January 2021 384,689
Share-based payments associated with subsidiary employees 7,113
Disposals (391,802)

At 31 December 2021

Increases in the value to the investment in Achilles Therapeutics US, Inc. prior to its disposal on 26
February 2021 were a result of share-based payment awards issued in the subsidiary entity prior to
distribution by way of dividend-in-specie, in line with the accounting policy outlined at Note 2.11.
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On 26 February 2021 the Company distributed Achilles Therapeutics US, Inc.to Achilles Therapeutics
Holdings Limited by way of dividend-in-specie. This has been recognised dividend payment in the

Company statement of changes in equity.
At 31 December 2021 the Company has no subsidiary entities.

12. Debtors

Year Ended Year Ended

2021 2020

: £ £

Amounts owed by group undertakings 93,011 1,254,076
Other debtors 2,684,373 2,893,506
Prepayments 3,492,300 1,083,506
Corporation tax 7,796,113 4,551,952
14,065,797 9,783,040

Other debtors includes a balance of £1,988,330 (2020: £2,001,319) due after more than year.

13. Cash and cash equivalents
Year Ended Year Ended
2021 2020
£ £
Cash at bank and in hand 86,198,412 129,946,872
) 86,198,412 129,946,872
14. Creditors: amounts falling due within one year
Year Ended Year Ended
2021 2020
i £ £
Trade creditors 2,702,782 4,624,194
Amounts owed to group undertakings 2,260,972 . 56,546
Other taxes and social security costs 481,166 263,510
Other creditors 183,839 50,417
Accruals 7,679,216 5,444,600
13,307,975 10,439,267
15. Provisions for liabilities
Asset
Retirement
Obligation Total
£ £
Balance at 1 January 2021 477,793 477,793
Provided-in the year 33,944 33,944
Used during the year - -
At 31 December 2021 511,737 511,737

The asset retirement obligation wholly relates to works incurred at 245 Hammersmith Road (the Group's
Head Office). A corresponding asset has been recognised as part of the leasehold improvement asset,
to be depreciated over the duration of the lease. The provision is expected to be utilised on completion
of the lease.
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16. Share based payments

The Company is a subsidiary of Achilles Therapeutics plc, which is the ultimate parent of the Achilles
Group. The Combany has applied the exemptions available under FRS 102 in respect of certain
disclosures required by FRS 102.26 Share-based Payments. These disclosures are met in the
consolidated financial statements filed in the Form 20-F by Achilles Therapeutics plc on 1 March 2022.

The Company recognised total share based expense of £3,781,070 in 2021 (2020: £2,854,568). The
share based expense is based on the grant date fair-value of the award, which may include share
options and restricted Ordinary Shares. The share based compensation expense for equity awards is .
recognised on a straight line basis over the requisite service period. The total amount to be expensed
over the vesting year is determined by reference to the fair value of the options granted and assumptions
about the number of options that are expected to vest. Options granted under share plans typically
quarterly vest over a four-year service and expire after 10 years.

17. Capital and Reserves
Nominal :
Value . 2021 2020 2021 2020
£ Number Number £ £
Allotted, called up and fully | ' 3
paid: .
Ordinary shares £0.00001 123,414,398"° - 1,234 -
Series A Preferred Shares £0.00001 - 28,250,000 - 282
Series B Preferred Shares = £0.00001 - 52,192,070 - 522
Series C Preferred Shares £0.00001 - 24,412,603 - 244
B Ordinary shares £0.00001 - 2,000,000 - - 20
D Ordinary shares £0.00001 - 616,940 - 6
E Ordinary shares £0.00001 - 316,786 - 3
F Ordinary shares £0.00001 - 1,295,806 - 13
G Ordinary shares £0.00001 - 769,319 - 8
H Ordinary shares £0.00001 - 352,172 . - 4
| Ordinary shares £0.00001 - 191,669 : - 2
J Ordinary shares £0.00001 - 1,040,559 - 10
L Ordinary shares £0.00001 - 4,792,671 - 48
M Ordinary shares £0.00001 - 3,218,621 - 32
N Ordinary Shares £0.00001 - 3,965,182 - : 40
123,414,398 123,414,398 1,234 . 1,234

On 26 February 2021 all share classes were re-designated as Ordinary shares.

All shares in the company are ordinary shares of nominal value £0.00001 per share, having those rights
attached to them as set out in the Company's currently in force articles of association.

18. Share Premium

On 8 February 2021 the Company undertook a capital reduction by way of solvency statement pursuant
to which it cancelled its.share premium account, creating additional distributable reserves of
£180,570,838.19. This step was undertaken to create sufficient distributable reserves to allow the
distribution of Achilles Therapeutics US, Inc. by way of dividend-in-specie to Achilles Therapeutics
Holdings Limited. The Company had no share premium (2020: £180,570,838) at 31 December 2021.
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19. Operating leases

At the balance sheet date, the company had outstanding commitments for future minimum lease
payments under non-cancellable operating leases, which fall due as follows:

2021 2020
‘ £ £
Not later than one year 3,093,627 2,468,871
Later than one year and not later than five years 5,625,970 8,471,971

8,719,597 10,940,842

In February 2020, the Company entered into a non-cancellable operating lease in relation to office
premises at Hammersmith Road, London for a period of 10 years, with a break clause at 5 years. The
future minimum lease payments committed to in relation to this lease less any Iandlord incentives to be
recognized up to the break total £5.4 million.

In December 2020, the Company entered into a new lease of a warehouse in west London, United
Kingdom for a period of 10 years, with a break clause at 5 years. The Company expects to construct a
flexible GMP modular facility to scale up its manufacturing footprint at these premises. The future
minimum lease payments to be committed to in relation to this lease up to the break date are £3.8
million.

During the year £3,998,546 (2020: £2,833,077) was recognised as an expense in the proft and loss
account in respect of operating leases.

20. Commitments

Supplier purchase commitments at year-end were £6,952,909 (2020: £3,674,273). Of the £6,952,909
supplier purchase commitment at 31 December 2021, £2,671,855 (2020: N/A) is in respect of capital
commitments.

The amounts disclosed reflect commitments for costs associated with certain vendors with which we
engaged to provide clinical trial materials and service commitments, as well as committed capital
commitments at year end.

21. Contingent liabilities

Under the terms of the ComBany's various license agreements, the Company is committed to make
further payments on reaching certain milestones. Where probability of achieving the particular milestone
is remote, no expense is recognised. Furthermore, under the terms of the license agreements, royalty
payments are due on revenue from the sales of products developed. These are treated as contingent
liabilities and a provision for the royalty expense is recognise only when an underlying sale is made as
the contract is considered executory.

22, Related parties’

The Company has taken advantage of the exemption, under FRS 102 ‘The Financial Reporting
Standard applicable in the UK and Republic of ireland’, not to disclose related party transactions with
other companies that are wholly owned within the group.

During the year, £18,382 (Dec 2020: £230,327) was charged to the Company by directors in respect of
fees and various business expenses recharged. These are costs charged for.services rendered at
market related costs and are payable on invoicing. At the year end a creditor balance of £0 was owing
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(Dec 2020: £5,674).

During the year, £101,667 (Dec 2020: £205,833) was charged to the Company by founders of the
business who havé a share interest.in the company. These are costs charged for services rendered at
market related costs and are payable on invoicing. At the year end a creditor balance of £7,083 was
owing (Dec 2020: £7,083) and an accrual of £26,250 (Dec 2020: £35,833) was also included in the
financial statements for consulting fees not yet invoiced in relation to costs charged by founders.

During the year, £122,506 (Dec 2020: £945) was charged to the Company by businesses associated
with founders who have a share interest in the company. These are costs charged for services rendered
at market related costs and are payable on invoicing. No amounts were owing at year end. |

23, Events after the reporting period

On 22 March 2022 Achilles Therapeutics plc paid $12.2M in exchange for one newly issued Ordinary
Share of nominal value £1.00 in Achilles Therapeutics Holdings Limited, which in turn paid $12.2M for
one million newly issued Ordinary Shares of £0.00001 each in Achilles Therapeutics UK Limited. The
Company recognised share premium of £9,252,714 following this issuance of share capital.

24. Ultimate controlling party

Achilles Therapeutics plc, a company incorporated and registered in England and Wales, was the
Company's immediate parent undertaking as at 31 December 2020. Following a corporate restructure,
Achilles Therapeutics Holdings Limited became the immediate holding company of Achilles
Therapeutics UK Limited and Achilles Therapeutics US, Inc. on 26 February 2021. Achilles
Therapeutics Holdings Limited is a direct subsidiary of Achilles Therapeutics plc at 31 December 2021.

Achilles The(apeutics plcis the ultimate parent and controlling party of the Achilles Group of Companies.
Its registered address is 245 Hammersmith, London, W6 8PW, UK. There is no other immediate or

ultimate controlling party.

The consolidated financial statements of the Group is available to the public and may be obtained from
245 Hammersmith, London, W6 8PW, UK. o
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