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Concept Life Sciences (Holdings) Limited
Strategic report

The Directors, in preparing this strategic report, have complied with sd 14(c) of the Companies Act 2006.

Principal activity

The principal activity of the Company is to act as a holding company. The principal activity of the Group is the
provision of outsourced laboratory and scicntific analytical services 1o the pharmaceutical, biotechnology,
agrochemical, industrial chemical, food and cnvironmental scctors including drug discovery, pre-clinical research
services and development programmes.

Business review

The year ending December 2017 was a period of continued growth for the Concept Life Sciences group of
companics. Total sales exceeded £46.8m, an increase of 13.8% on an annual basis with an increase in gross profit of
11.3%. Operating profit fell in the ycar by 46.1% to £1.9m (2016: £3.6m) duc to £2.7m of exceptional items in the
year (sec note 3). Operating profit adjusted for exceptionals increased by 31.7% to £4.6m (2016: £3.5m). The Group's
loss afler tax of £5.9m (2016: £2.9m) is influenced by net finance costs of £6.9m (2016: £6.6m) which primarily arisc
as a result of the financing structure of the Group which is typical for a private equity backed venture.

During thte first half of 2017, the Group completed the consolidation of its laboratory focused businesses under the
single brand of Concept Life Sciences with the operating companies segmented divisionally under either Integrated
Discovery & Development Services of Analytical & Devclopmcnl Services. This process was designed to accentuate
the Group's offering as a science led service provider to the life sciences, industrial, consumer and environemental

sectors.

The integration of both CXR Bioscienccs and Agendal Analytical Services, acquired in 2016, continucd. On |
October 2017, the trade and asseis of both companies were hived up into Concept Life Sciences Integrated Discovery
& Development Services Limited and Concept Life Sciences Analytical & Development Services Limited
respectively. as the next stage in the rebranding that commenced in 2016.

The group continued to invest in capital equipment with gross spend of £3.2m representing nearly 7% of sales, a trend
forecast to continue into future years to ensure both the highest quality of scientific offering and to manage the
growing capacity demands driven by the group’s order book and plpelme

Integrated Discovery & Development Scrvices

The division cnjoyed growth in revenues and profits during the year from both its core offering and through the .
introduction of new services. Divisional revenues increased by 27.2% to £18.1m (2016: £14.2m). Operating profit
increased by 41.6% to £3.5m (2016: £2.1m). CXR Biosciences continues to provide a more attractive offering, not
only in the group’s traditional markets in biopharmaceuticals. agrochemicals and industrial chemistry but also in
offering a full service in the ‘design, make, test’ cycle needed for those clients Iookmg to take their compounds
through the full range of the development life cycle.

In October 2017 Aquila Biomedical became the latest acqusition of the division. Aquila’s world-leading expertise
focuses on the development of therapeutics for oncology, biomarker discovery, and target expression, with services
covering a wide range of in vitro and in vivo proof-of-concept studies. The acquisition is a pivotal addition to the
comprehensive range of integrated services Concept provides, supporting customers throughout the drug discovery
and development process.

The group increased capacity by adding over 15,000 square feet of laboratory space at Alderley Park and over 60
scientists during 2017. This has increased the total PhD headcount to in excess of 200 full time equivalents.

Analytical Services

The strategic focus in Analytical & Development Services division continues to be to offer a wider range of higher
value analytical services not only to the traditional markets in food and environmental services but also to a
preformulation level in the life sciences industries and related markets.

A deeper facus on operational efficiencies and more targeted business development towards higher value markets
meant that the division delivered an increase in gross margin % 10 41.2% (2016: 40.7%), whilst growing revenues by
3.0% to £18.6m (2016:.£18.1m).
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Analytical Services (continued)

The markets remain highly competitive. Key to suceess is to retain business by ensuring quick turnaround and great
customer services. The investment in business development capacity over recent years has opcm.d up opportunitics
not only in new service offerings but also in new higher value geographics.

Further investment is planned (o maintain the level of quality across the division.

Eavironmental Consulting

Trading in 2017 continued under the scparate branding of the two scicntific divisions ~ Consulting and Asbestos. The
division has grown a portfolio of specific services within its core markets and has built a first-class reputation both

regionally and nationally within that brand.

Divisional revenue increased by 17.0% to £8.4m (2016: £7.1m), which is above the growth in the macro market.
However gross margin % decreased from 33.6% in 2016 to 31.0% in 2017. Improving cfficiencies and maximising
margins will be u key focus arca in 2018.

People

At the end of 2017, total group headcount exceeded 700 full time equivalents. Over 50% are scientists of whom 40%
are educated 10 higher degree or doctorate level, reflecting the continuing investment in our scientific knowledge

base.

The HR tcam continues to focus on the development of our colleagues at every level in the group. Management
development programmes are in operation across all divisions. The team continuc to encourage internal career
progression throughout the organisation and work to identify talent banks internally and externally has been
progressed.

A Chief Operating Officer and Chiel Commercial Officer were appointed in 2017 and the management team
underneath them restructured resulting in a number of exceptional items. Our aim is to ensure that the management
structure is flatter structure and to better reflect the group’s offering in the future,

The group remains commilted to investing in its people as the comerstone of delivering growth in 2018 and beyond.

Future developments and outlook

The group’s progression to being a fully integrated services business built on a depth of scicntific knowledge and
assets remain our goal.

Order books at the end of the year suggest that this will continue and capacity is being added at all levels to support
this projected growth.
Our planned moves into new areas of scientific expertise will be supported by acquisition where appropriate.

. The board is confident in delivering growth organically and by further service additions during 2018.

Princlhnl risks and uncertainties

The principal risks and uncertainties of Concept Llfe Sciences (Holdings) Limited are tied to the trading businesses in
which it ultimately owns. The risks set out below therefore are specific to these trading companies.

Any business undertaking will involve some risk with many risk factors common to any business regardless of what
sector it operates in, The Directors believe the following are the principal risks and uncertainties impacting the group:

Legislative risk

The sectors the group operates in are subject to a high level of regulatory change and testing requirements which need
to be monitored to ensure services are fully compliant. This is mitigated by rigorous monitoring and compliance
procedures,
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Competitive risks

Customers currently outsource analytical testing and pre-clinical rescarch but could develop their own in-house
testing and rescarch capabilities. This risk is mitigated by providing a cost-cffective problem solving solution to add
value for customers und by providing a4 comprehensive range of services. The expertise of the scientific and rescarch
teams is a significant faclor in retaining customers.

Many of the scetors the group operates in, such as biotech and pharmaceuticals. are subject to rapid and substantial
technological change. The group employs highly qualified research scientists and senior management who are aware
of developments in technology that might affect its rescarch capability. The group also positions itself in niche arcas
with strong service offerings to differentiate itself from competitors which reduces the level of competition.

Economic factors

The demand for the group’s services is influenced by a number of cconomic factors, such as ageing populations.
" emerging market expansion, treatment and technology advances offsct by govemment and health care provider efforts
1o reduce costs, improve outcomes and provide value for money. In addition, the size of customer research and
development budgets is driven by the status of the global pharmaceutical market which can impact on the level of
business sccured. However, many scctors such as the pharmaccuucal market are showing growing demand despite the

subdued economy.

Hcalth and safety

The health and safety of our customers and employees is of the utmost importance. Policies are implemented in
conjunction with training programmes to protect our customers and employees. Personnel injuries, distress and
fatalities could result from a failure to establish and maintain safe environments. There is a comprchensive induction
and training programme for core staff covering health and safety issues. Health and safety personne! regularly report
issues to senior management.

Personnel

The success of the group is partly dependent upon the continued service of its key personnel and upon jts ability to
attract, motivate and relain suitably qualified employees. To help achieve this continued service, the group has
compelitive reward packages for all of its staff. The group also invests in training programmes for its key staff which
increases morale and improves staf¥ retention. This ensures the group’s differentiated service offerings are not lost,
thereby enhancing customer service.

Acquisitions

Part of the group’s growth strategy is to acquire companies. However, they may take longer than anticipated to
integrate or may fail to provide expected growth and synergies. This is mitigated by the quality of the senior
management team in managing new businesses post-acquisition and by careful selection of target companies.

Financial instruments risk

The group is exposed to a moderate level of price risk. credit risk. liquidity risk and cash flow risk. The group
manages these risks by financing its operations through retained profits, supplemented by funding provided by
its controlling party as required.

The management objectives are to retain sufficient liquid funds to enable it to meet its day to day requirements,
with the future cash flows expected to arise from the group's trading activities.

In the year to 31 December 2017, the group made significant use of financial instruments including bank loans.
interest rate swaps and forward foreign currency contracts, however its exposure to price risk, liquidity risk and
cash flow risk was not material for the assessment of the assets, liabilities, financial position and profit or loss
of the group.

quuldny risk is managed by utilising cash flow generated from its operations supplemented by additional
investor and bank funding to support specific targeted acquisitions.

Credit risk is the risk that one party to a financial instrument will cause a financial loss to another party by failing to
discharge an obligation. The group assesses the risk of contracting with each customer and sets credit limits which are
carefully monitored. 1 a significant risk is identified credit facilities are withdrawn and transactions are carried out on

6
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a cash basis. If a key customer was significantly affected by a difficult trading environment this would have a shont-
term impact on the group.

"The group uscs forward foreign currency contracts to reduce exposure to the variability-of foreign exchange rates by
fixing the rate of any material receipts and payments in a foreign currency. ,

In the year (o 31 December 2017, the group used interest rate swaps to reduce exposure to the variable rate LIBOR

clement of the bank loans by fixing the interest rate. These interest rate swaps were scttled as part of the acquisition
by Spectris ple and interest rates swaps are no fonger required. Derivative financial instruments are not used for

speculative purposes.
The Dircctors continue to endcavour to manage these risks and uncertainties to the extent possible within the
business.

Performance and development during the year

Revenue in the year was £46.8m (2016: £41.2m) resulting in operating profit of £1.9m (2016: £3.6m). The acquisition
of Aquila Biomedical Limited complcted mid October 2017 and so the results included are from the date of .
acquisiiton. Gross margin decreased slightly from 45.7% to 44.7% as a result of management’s strategy to cnsure
recruitment occurs prior to the commencement of large projects, cnsuring a seamless service for our customers.

A suile of non-financial and financial key performance indicators used for each business is monitored on a monthly
basis which include EBITDA, staff utilisation, number of full time equivalent staff, order book/pipeline, debtor days,
daily cash receipts, revenue per working day and margin per working day. This provides a robust set of measures to
adequately monitor all business segments.

Approval

27 September 2018
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Directors’ report

Results and dividends

The results for the year ended 31 December 2017 and financial position of the Group are as shown in the
Consolidated Income Statement and the Consolidated Statement of Financial Position. The Directors do not propose

the payment of a dividend (2016: £nil).
Future developments

Details of future developments can be found in the Strategic Report and form part of this report by cross-reference.

Events after the financial position date

On 25 January 2018, Spectris plc. a company listed on the London Stock Exchange, acquired 100% of the share
capitat of Concept Life Sciences (Holdings) Limited. The Concept Group acquisition was made on a debt and cash-
frce basis and therefore the extemnal borrowings which included the bank loan and loan notes were fully paid down.

Research and development

The Group’s primary activities result in the undertaking of research and development on behalf of its customer base.
Additionally, the Group engages in internal research and development by developing its service offerings for
customers.

Going concern

The Dircctors have a reasonable expectation that the Company and the Group have adequate resources (o continue in
operational existence for the foresecable future. Thus, they continue to adopt the going concern basis in preparing the
annual finoncial statements,

Further details regarding the adoption of the going concern basis can be found in note 1 to financial statements.

Directors

The Directors. who served throughout the ycar and thereafier, were as follows:
MIJ Fort (resigned 31 August 2018) '

P McCluskey

S O’Hare (resigned 25 January 2018)

AR Tomkinson (resigned 25 January 2018)

E O’Lionaird (appointed 25 January 2018)

Dircctors’ indcmnities

The Company has made qualifying third party indemnity provisions for the benefit of its Directors which remain
in force at the date of this report.

Financial risk managemcat objcctives and policies

The Group's activities expose it to a number of financial risks which are detailed in note 20 Financial Instruments.

In the year to 31 December 2017, the Group had a policy of hedging against its long-term loans. The policy was
approved by the board of directors, which provided written principles on the use of financial derivatives to manage
risk. Since the acquisition of the company by Spectris plc, the company has no requirement to hedge against any long
-term loans. The Group does not use derivative financial instruments for speculative purposes. The Group's credit risk
on derivatives is {imited because the counterparties are banks with high credit ratings assigned by international credit

rating agencies.
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Directors’ report (continued)

{n order 10 maintain liquidity to cnsure that sufficient funds arc available for ongoing operations and future
developments, the Group used a mixture of long term and short-term debt finance. Post the acquisition by Spectris,
funding is now provided by loans from the controlling party.

The Group's activitics expose it 1o the risks of changes in foreign currency exchange rates. The Group monitors its
unhedged currency risks and uses forward exchange contracts where necessary.

The Group's credit risk is primarily attributable to its trade receivables. The amounts disclosed in the statement of
financial position are after any allowances for doubtful receivables. The Group has no significant concentration of
credit risk, with exposure spread over a large number of customers.

Disabled employces

The Group gives full consideration to applications for employment from disabled persons where the candidate’s
particular aptitudes and abilitics are consistent with adequately meeting the requircments of the job. Opportunities arce
available to disabled employces for training, carcer development and promotion.

Where existing employecs become disabled, it is the Group's policy to provide continuing employment wherever
practicable in the same or an alternative position and to provide appropriate training to achiceve this aim.

Employce involvement

The Group operates a framework for employee information and consultation which complics with the requirements of
the Information and Consultation of Employees Regulations 2005. During the year, the policy of providing
employees with information. including information relating to the economic and financial factors affecting the
performance of the Group, has been continued through the newsletter in which employees have also been encouraged
to present their suggestions and views on the Group's performance. Regular meetings are held between local
management and employees to allow a free flow of information and ideas.

Disclosure of information to auditor
Each of the persons who is a director at the date of approval of this report confirms that:

o so far as the Director is aware, there is no relevant audit information of which the Company's auditor is unaware;
and

e the Director has taken all the steps that he ought to have taken as a Director in order to make himself aware of any
relevant audit information and to establish that the Company's auditor is aware of that information.’

Auditor

Deloitte LLP has expressed their willingness to continue in office as auditor and a resolution to reappoint them has
been passed in accordance with section 485 of the Companies Act 2006.

ed by the Board and signed on its behalf by:

McCluskey

Director
27 September 2018
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Dircctors’ responsibilities statement

The Directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulations,

Company law requires the Directors 1o prepare financial statements for cach financial year, Under that law the

Directors have elected to prepare the Group financial statements in accordance with International Financial Reporting

Stundards (IFRSs) as adopted by the European Union and the parent company in accordance with United Kingdom

Gencrally Accepted Accounting Practice (United Kingdom Acwunlmg Standards and applicable law), including FRS

101 “Reduced Disclosure Framework™,

Under company law the Directors must nol approve the financial statements unless they are satisfied that they give a
true and fair view of the state of affairs of the Company and the Group and of the profit or loss of the Group for that

period.
In preparing the parent company financial statements, the Directors are required to:

select suitabte accounting policics and then apply them consistently:
make judgments and accounting estimates that are reasonable and prudent;

state whether applicable UK Accounting Stundards have been followed, subject to any material departures

disclosed and explained in the financial statements; and

e prepare the financial statements on the going concern basis unless it is inappropriate to presume that the

Company will continue in busincss.

In preparing the Group financial statements, Intemational Accounting Standard | requires that directors:

properly select and apply accounting policics;

e present information, including accounting policies, in a manner that provldc.s relevant, reliable. comparable

and understandable information:

o provide additional disclosures when compliance with the specific requirements in IFRSs are insufficient to
enable users to understand the impact of particular transactions. olhc.r events and conditions on the cnlny

financial position and financial performance; and
e make an assessment of the Company’s ability to continue as a going concern,

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the

Group’s transactions and disclose with reasonable accuracy at any time the financial position of the Group and enable

them to ensure that the financial statements comply with the Companies Act 2006. They are also responsible for
safeguarding the assets of the Group and hence for taking reasonable steps for the prevention and detection of fraud

and other irregularities.

10
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF CONCEPT LIFE SCIENCES
(HOLDINGS) LIMITED

Report on the audit of the financinl statements

Opinion
In our opinion the financial statements of Concept Life Sciences (Holdings) Limited (the ‘company”):

e givea true and fair view of the state of the company’s affairs as at 31 December 2017 and of its loss for the
year then ended: :

e have been properly prepared in accordance with International Financial Reporting Standards (1FRSs) as
adopted by the European Union and IFRSs as issued by the International Accounting Standards Board
(IASB).

e the parent company financial statcments have been properly prepared in accordance with United Kingdom
Gencrally Accepted Accounting Practice, including Financial Reporting Standard 101 “Reduced Disclosure
Framework™; and

e  have been prepared in accordance with the requirements of the Companies Act 2006,

We have audited the financial statements which comprise:

the income statement;

the statement of financial position;
the statement of changes in equity;
the cash flow statement; and

the related notes 1 to 30.

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

applicable law and IFRSs as adopted by the European Union. The financial reporting framework that has been applied

in the preparation of the parcnt company financial statements is applicable law and Uniled Kingdom Accounting

Standards, including Financial Reporting Standard 10! “Reduced Disclosure Framework™ (United Kingdom
“Gencrally Accepted Accounting Practice).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs(UK)) and applicable
law. Our responsibilities under those standards are further described in the auditor's responsibilities for the auditof
the financial statements section of our report.

We are independent of the company in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, including the Financial Reporting Council’s (the FRC's) Ethical Standard, and we
have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate (o provide a basis for our opinion.

Conclusions relating to going concern
We are required by ISAs (UK) to report in respect of the following matters where:

e thedirectors’ use of the going concem basis of accounting in preparation of the financial statements is not
appropriate; or )

o the directors have not disclosed in the financial statements any identified material uncertainties that may
cast significant doubt about the company’s ability to continue to adopt the going concern basis of
accounting for a period of at least twelve months from the date when the financial statements are authorised

. for issue.
We have nothing to report in respect of these matters.

Other information

The directors are responsible for the other information. The other information comprises the information included in
the annual report, other than the financial statements and our auditor’s report thereon. Our opinion on the financial
statements does not cover the other information and, except to the extent otherwise explicitly stated in our report, we
do not express any form of assurance conclusion thereon.

11
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF CONCEPT LIFE SCIENCI‘S
(HOLDINGS) LIMITED (continued)

In connection with our audit of the financial statements, our responsibility is to read the other information and. in
doing so, consider whether the other information is materially inconsistent with the financiul statements or our
knowledge obtained in the audit or othenwise appears to be materially misstated. I we identify such material
inconsistencies or apparent material misstatements. we are required to determine whether there is a material
misstatement in the financial statements or o material misstatement of the other information. 11, based on the work we
have performed, we conclude that there [s a material misstatement of this other information. we are required to report

that fact.
Wec have nothing to report in respect of these matlers,

Responsibilities of directors

As cxplained more fully in the directors® responsibilities statement, the directors are responsible for the preparation of
the financial statements and for being satisfied that they give a true and fair view. and for such internal control as the
directors determine is necessary to cnable the preparation of financial statements that are free from materinl
misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company's ability to continue as a
going concem, disclosing. as applicable, matters related to going concern and using the going concern basis of
accounting unless the directors either intend to liquidale the company or to cease opcmuons, or have no realistic
alternative but to do so.

Auditor's responsibilitics for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the {inancial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a 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 the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRC's website
at: www.frc.org. uk/auditorsresponsibilities. This description forms part of our auditor’s report.

Report on other legal and regulatory requircments
Opinions on other matters prescribed by the Cofnpaniu Act 2006
In our opinion, based on the work undertaken in the course of the audit:

o the information given in the strategic report and the directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

e the strategic report and the directors” report have been prepared in accordance with applicable legal
requirements.

In the light of the knowledge and understanding of the company and its environment obtained in the course of the
audit, we have not identified any material misstatements in the strategic report or the directors’ report,

12
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INDEPENDENT AUDITOR'’S REPORT TO TIIE MEMBERS OF CONCEPT LIFE SCIENCES
(HOLDINGS) LIMITED (continucd)

Matters on which we nre required to report by exception
Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opinion:

o 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 und returns; or
certain disclosures of directors’ remuncration specified by law are not madc; or-
we have not received all the information and explanations we require for our audit.

We have nothing lo report in respect of these matters.
Use of our report ‘ ’

This report is inade 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
maliers we arc 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 anyonc 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. )

(_3.@{@\}-

Christopher Robertson (Senior Statutory Auditor)
For and on behalf of Deloitte LLP

Statutory Auditor

Manchester, United Kingdom

27 Scptember 2018
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Consolidated Income Statement
For the year ended 31 December 2017

Year ended Year ended

31 3

December  December

2017 2016

Note £ £

Turnover 2 46,838,260 41,153,310
Cost of sales (25,903.102) (22,338.199)

Gross profit 20,935,158 18,815,111
Administrative expenses (19.028.544) (15.280.963)
Administrative expenses excluding exceptionals (16,303,653) (15,312,937)

Exceptional itcms ) 3 (2.724.891) 31.974

Other operating income 4 7.500 19,232

Operating profit 4 1,914,114 3,553,380
Net finance expenses 5 (6.946.619) (6,662,327)
Loss before tax (5.032,505) (3,108,947)

Tax on loss on ordinary activities 9 (889,760) 174.008

~ Loss for the year

All of the activitics in the current and prior ycar arose from continuing opcrations.

(5,922.265) (2,934.939)

There were no items of other comprehensive income in the current or prior year other than the losses shown above, No
separate consoliduted statement of total comprehensive income has therefore been presented.

14
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Consolidated Statement of Financial Position

As at 31 December 2017 .

Non-current assets
Intangible asscts

Property, plant and equipment
Deferred tax asset

Total non-current asscts

Current nssets

Inventorics

Trade and other receivables
Cash and cash equivalents

Total currcnt asscts
Total asscts

Current liabilities
_Interest bearing loans and borrowings
Trade and other payables

Other financial liabilitics

Total current liabilities

Non-current liabilitics
Interest bearing loans and borrowings
Other payables
" Deferred tax liability
Provisions
Other financial liabilities

Total non-current labilitics
Total liabilitics

Net liabilities

Capital and reserves
Called-up share capital

Share premium

Profit and loss account

Sharcholder's deficit

Registered number: 09046553

v A

P McCluskey
Director

-

Note

1
13
23

15
16
17

18
21
19

18
21
23
22
19

24

2017 2016
S 2

58,634,368 51,663,395
11,821,538 10,466,528
60,165 269.577

70.516,071 62,399,500

2,086,850 1,481,973
13,485,653 10,842,070
1,602.994 1,031,325

17175497  13.355.368

87.691,568  75,754.868

(5,745,406) (4.376,587)
(11.160,145) (6,943,965)
(83,337) (1,505)

(16,988.888) (11.322.057)

(82,697,049) (70,668.115)
(590,355)  (874,897)

. (3,142,586) (2,432,297)
(286,000)  (286.000)

- (262.547)

(86.715,990) (74,523,856)

(103.704.878) (85.845.913)

(16,013.310) (10.091.045)

114,600 114,600
- 971,678 971,678
(17,099,588) (11.177,323)

(16,013.310) (10,091.045)

inancial statements of Concept Life Sciences (Holdings) Limited were approved by the Board of Directors and

rised for issue on f?je@ey were signed on its behalf by:
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Concept Life Sciences (Holdings) Limited

Consolidated and Company Statements of Changes in Equity
For the year ended 31 December 2017

Called-up Profit and
share Share loss Total
capital  premium account . equity
o 3 £ £ £
Group
As at 3] December 2015 ' 114,600 949,604 (8,242,384) (7.178,180)
Repurchase of share capital (“A™ and “G" shares) (368) (17,576) - (17.944)
Issue of share capital (“A™ and “G" shares) 368 39,650 - 40,018
Loss for the year - - (2,934,939) (2,934,939)
As at 31 December 2016 114,600 971,678 (11.177.323) (10,091,045)
Loss for the yedr - - (5.922,265) (5,922.265)
As at 31 December 2017 . 114.600 971.678 (17.099.588) (16.013.310)
Called up " Profit and
share Share loss Total
capital  premium account equity
£ £ £ £
Company
As at 31 December 2015 114,600 949,604 - 1,064,204
Repurchase of share capital (“A” and “G” shares) (368) (17,576) - (17,944)
Issue of share capital ("*A™ and “G" shares) 368 39,650 - 40,018

Loss for the ycar . - - - -

As at 31 December 2016 114,600 971.678 - 1,086.278
Result for the year - - - L.

As at 31 December 2017 114,600 971.678 - 1,086.278
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Concept Life Sciences (Holdings) Limited

Company Statement of Financial Position
For the year ended 31 December 2017

Non-current assets
Investments

Total non-current assets

Current assets
T'rade and other receivables

‘Total current assets
‘T'otal asscts

Current liabilities
Trade and other payables

‘Totnl current linbilities

Non-current liabilities
Interest bearing loans and borrowings

Total non-currcnt liabilitics
Total linhilitics

Total assets less liabilitics

Capital and reserves
Called-up share capital
Share premium

Profit and loss account

Total cquity

Registered number: 09046553

Note

16

21

18

24

2017 2016

£ £

I 1

I 1
62,466,163  56.717,898
62,466,163 56,717.898
62.466.164 56,717,899
(181,358)  (122,008)
(181,358)  (122,008)

(61,198.528) (55.509.613)

(61.198,528) (55.509,613)

(61,379.886) (55.631,621)

1.086.278 1,086,278
114,600 114,600
971,678 971,678

1,086.278 1,086,278

The financial statements of Concept Life Sciences (Holdings) Limited were approved by the Board of Directors and

authorised for issue on 27 September 2018. They were signed on its behal by

P McCluskey

Director
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Concept Life Sciences (Holdings) Limited

Consolidated Statement of Cash Flows
For the year ended 31 December 2017

Cash flows from operating activities

Loss for the ycar
Depreciation
Amortisation
Net financial expenses
Loan interest accrued
Tax on loss on ordinary aclivitics
* (Increase)/decrease in inventories
Increase in trade and other receivables
Decrease in trade and other payables
Interest paid
Income taxes received

Net eash from operating nctivitics

Cush flows from investing activities
Acquisition of property, plant and equipment
Cash consideration of acquisitions

Cash acquired with acquisitions

Cash used in investing activitics

Cash flows from financing activities
Repayment of finance Icase liabilities
Repayment of debt

New borrowings

New cash provided by financing activities

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at start of year

Cash and cash equivalents at end of year

Year ended Year ended

k]| 31
Dccember  December
2017 2016 -
Note £ £
(5.922,265) (2.934.939)
2,036.230 2,017,201
1,417,411 1,417,412
1,257,704 1,361,335
5.688,915 5,247,434
. - (174.008)
(604,875) 313,084
(2,397,408) (1,597,734)
(326,337) (1.423.082)
(1,099,139) (1,214,869)
982,375 197,691
1,032611 3.209.525
(2.226.446) (1,366,965)
(7.105,267) (5,607,928)
1,320,498 -
(8.011.215) (6,974.893)
(149,727) (618,627)
- (1,500,000)
7.700.000 5.300.000
7,550.273 3,181,373
571,669 (583.995)
1.031.325 1,615320
1.031.325

17 1.602.994
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Concept Life Sciences (Holdings) Limited

Notes to the financial statements

For the year ended 31 December 2017

1 Acconnting policics

Concept Life Scicnces (Holdings) Limited is o company incorporated and domiciled in the UK.
Basis of preparation '

The Group financial statements have been prepared and approved by the Directors in accordance with
International Financial Reporting Standards as adopted by the EU (“Adopted IFRSs"). The parent company
financial statements were prepared in accordance with Financial Repomng Standard 101 Reduced Disclosure

Framework (“FRS 101").

The accounting policies set out.below have, unless otherwise stated, been applied consistently to all periods
presented in these financial statements.

Early adoption of Standards
The Group has not early adopted any Standards:
Standards not affecting the reported resuits nor the financial position

The following Standards and Interpretations have come into effect in the period. The adoption of these
amendments has not had any material impact on the disclosures or amounts reported in these financial statements:

Amendments to IAS 1, Presentation of Financial Statements: Disclosure Initiative.

Amendments to IAS 16 and [AS 38, Clarification of Acceptable Methods of Depreciation and Amortisation.
Annual Improvements 2012-2014 Cycle, specifically amendments to (i) IFRS 5, Non-current Assets Held for
Sale and Discontinued Operations, (ii) IFRS 7, Financial Instruments: Disclosures, and (iii) LAS 19, Employee
Benefits.

At the date of these financial statements, the following Standards and Interpretations which have not been
applied in these financial statements were in issue but not yet effective (and in some cases had not yet been
adopted in the EU). The Directors do not expect that the adoption of the Standards and Interpretations listed
below will have a material impact on-the Group in future periods except for IFRS 16 Leases. IFRS 16 will impact
the recognition, measurement and disclosure of operating leases. It is considered that a material amount of lease
assets and liabilicies will require recognition on the Group Statement of Financial Position. It is anticipated that a
portion of operating lease charges will require reclassification in the Group Income Statement. Beyond this
information it is not practical to provide a reasonable financial estimate of the effect of these standards until a
detailed review has been completed.

%E}g 2 Share Based Payments (amendments) — effective for accountmg period beginning on or after 1 January

TAS 7 Statement of Cashflows (amendments) — effective for accounting period beginning on or after 1 January
2017

IFRS 9 Financial Instruments - effective for accounting period beginning on or after 1 January 2018

IFRS 15 Revenue from Contracts with Customers — effective for accounting period beginning on or after 1
January 2018

IFRS 16 Leases- effective for accounting period beginning on or after 1 January 2019

TAS'12 (amendments) Recognition of Deferred Tax Assets for Unrealised Losses — effective for accounting period
beginning on or after 1 January 2017
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Concept Life Sciences (Holdings) Limited

Notes to the financial statements (continued)
For the year ended 31 December 2017

l. Accounting policies (continucd)

Basis of consolidution

The Group financial statements consolidate the financial statements of Concept Life Sciences (Holdings) Limited and
the entitics it controls (“subsidiaries™) drawn up to 31 December each year.

Subsidiaries are consolidated from the date of their acquisition, being the date on which the Group obtains control,
and continue to be consolidated vntil the date such control ceases. Control comprises the power to govern the
financial and operating policies of the investec so as o obtain benefit from its activities and is achicved through direct
or indirect ownership of voting rights; currently exercisable or convertible potential voting rights; or by way of
contractual agreement. The financial statements of subsidiaries used in the preparation of the consolidated financial
statements arc prepared for the same reporting ycar as the parcnt company and are based on consistent accounting
policies. All inter-company balances and transactions, including unrealised profits arising from them, are eliminated.

The Group financial statements consolidate the financial statements of the Company and its subsidiary underakings
drawn up to 31 December each year. The results of subsidiaries acquired or sold are consolidated for the periods from
or to the date on which control passed. Acquisitions are accounted for under the acquisition method.

Going concern

The Group's business activitics, together with the factors likely to affect its future development, performance and
position are set out in the strategic report. The strategic report also describes the Group's objectives, policies and
processes for managing its capital; its financial risk management objectives; details of its financial instruments and
hedging activities; and its exposure to credit risk and liquidity risk.

The Group meets its day 1o day working capital requirements through cash generated from operations. supported by
an overdraft facility.

Whiist the Group has net liabilities. the Group's forecasts and projections. taking account of reasonably possible
changes in trading performance and the long term nature of (he Group facilities, show that the Group should be able
10 operate within the level of its current facilities. A significant portion of the Group’s net debt is repayable after five
years and the Group is able to meet its short term debt requirements out of operating cash flows. External loans were
settled in January 2018 (see note 3§).

The Directors have a reasonable expectation that the Company and the Group have adequate resources to continue in

operational existence for the foreseeable future. Thus they continue to adopt the going concern basis of accounting in
preparing the annual financial statements.

Business combinations and goodwill

The Group accounts for business combinations using the acquisition method when control is transferred to the Group.
The Group controls an entity when it is exposed to, or has rights to, variable returns from its involvement with the
entity and has the ability to affect the returns through its power over the entity.

Costs related to the acquisition, other than those associated with the issue of debt or equily securities, that the Group
incurs in connection with a business combination are expensed as incurred.

The consideration transferred in the acquisition is generally measured at fair value, as are the identifiable net assets
acquired.
Any goodwill that arises is allocated to cash generating units (CGUs) at the point of acquisition and is tested annually

for impairment. Goodwill is stated at cost less any accumulated impairment losses. The consideration transferred does
not include amounts related to the settlement of pre-existing relationships. Such amounts are generally recognised in

the Consolidated Income Statement.

Any conlingent consideration is measured at fair value at the date of acquisition. 1fan obligation to pay contingent
consideration that meets the definition of a financial instrument is classified as equity, then it is not remeasured and
the settlement is accounted for within equity. Othenwise, subsequent changes in the fair value of the conlmgem
consideration are recogpised in the Consolidated Income Statement.
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Concept Life Sciences (Holdings) Limited

Notes to the financial statements (continuecd)
For the year ended 31 December 2017

1, Accounting policics (continued)

Intangible assets

intangible assets acquired are measured on initial recognition at cost, Intangible assets acquired in a business
combination are measured ot their fair value at the date of acquisition and. following initial recognition are carvied at
cost less any accumulated amortisation and accumulated impairment losses. tnternally generated intangibles.
excluding internally developed sofiware, are not capitalised and the related expenditure is reflected in the income
statement in the period in which the expenditure is incurred.

The useful lives of intangible assets are assessed as either finite or indefinite. Estimated uscful lives and amortisation
rutes arc as follows: : ' .
o Goodwill - indefinite life
o  Customer relationships - 10 years straight line

Intangible assets with finite lives are amontised over their useful economic life on a basis appropriate to the
consumption of the asset and are assessed (or impairment whenever there is an indication that the intangible asset
may be impaired. The amortisation period and the amortisation method for an intangible asset with a finite useful life
arc reviewed at least at the end of cach reporting period. Changes in the expected useful life or the expected pattern of
consumption of future ecconomic benefits embodied in the asset are considered to modify the amortisation period or
method, as appropriate, and are trcated as changes in accounting cstimates. The amortisation expense on intangible
assets with finite lives is recognised in the income statement in the expensc category that is consistent with the
function of the infangible assets.

Intangible assets with indefinite useful lives arc not amortisced, but are tested for impairment annually. either
individually or at the cash-generating unit level. The assessment of indefinite life is reviewed annually to delermine
whether the indefinite life continues to be supportable. If not, the change in useful life from indefinite to finite is
made on a prospcective basis. .

Gains or losses arising from de-recognition of an intangible asset are mcasured as the difference between the net
disposal proceeds and the carrying amount of the asset and are recognised in the income statement when the asset is
derecognised. '

Property, plant and cquipment
Owned Assets

ltems of property. plant and equipment are stated at cost less accumulated depreciation and impairment Josses. Where
parts of an item ol propenty, plant and equipment have different useful economic lives, they are accounted for as
separate items.

Depreciation
Depreciation is charged to the Consolidated Income Statement over the estimated useful life of each part of an item of
property, plant and equipment. The estimated useful economic lives and depreciation rates are as follows:

o Freehold properties - 50 years on a straight line basis

o Leasehold properties - 10 10 15 years on a straight line basis and 20% reducing balance basis

e Plant and machinery - 3 to 10 years on a straight line basis and 10% to 25% reducing balance basis
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Concept Life Sciences }(Holdings) Limited

Notes to thé financial statements (continued)
For the year ended 31 December 2017

1. Accounting policies (continucd)
Property, plant and equipment (continucd)
Leased Assets

Assels funded through finance leases and similar hire purchase contracts are capitalised as property, plant and
cquipment where the Group assumcs substantially all of the risks and rewards of ownership. Upon initial recognition,
the leased assct is measured at the lower of its fair value and the present value of the minimum lease payments. Future
instalments under such leases, net of financing costs. are included within interest-bearing loans and borrowings.

Rental payments arc apportioned between the finance element. which is included in finance costs, and the capital
clement which reduces the outstanding obligation for future instalments so as 1o give a constant charge on the
outstanding obligation.

All other leases are accounted for as operating leases and the rental costs. are charged to the Consolidated Income
Statement on a straight line basis over the life of the lease.

Investments

Fixed asset investments arc shown at cost less provision for impairment. Current asset invesiments are stated at the
lower of cost and net realisable value,

Impairment of assets

The Group assesses at.cach reporting date whether there is an indication that an asset may be impaired. If such
indication exists, or when the annual impairment testing for an asset is required, the Group makes an estimate of the
assel’s recoverable amount. An asset’s recoverable amount is the higher of an asset’s or cash generating unit’s fair
value less costs to sell and its value in use and is determined for an individual asset. unless the asset does not generate
cash inflows that are largely independent of those from other assets or groups of assets. Where the carrying amount of
an asset exceeds its recoverable amount, the asset is considered impaired and is written down to its recoverable
amount. In assessing value in use, the estimated future cash flows are discounted 1o their present value using a
discount rate that reflects current market assessment of the time value of money and the risks specific to the asset.
Impairment losses on continuing operations are recognised in the income statement in those expense categories
consistent with the function of the impaired asset.

An assessment is made at each reporting date as to whether there is any indication that previously recognised
impairment losses may no longer exist or may have increased. If such indication exists, the recoverable amount is
estimated. A previously recognised impairment loss is reversed only if there has been a change in the estimates used
to determine the asset's recoverable amount since the last impairment loss was recognised. If that is the case the
carrying amount of the asset is increased to its recoverable amount. That increased amount cannot exceed the carrying
-amount that would have been determined, net of depreciation, had no impairment loss been recognised for the asset in
prior years. Such reversal is recognised in profit or loss unless the asset is carried at a revalued amount, in which case
the reversal is treated as a revaluation increase. Afler such a reversal the depreciation charge is adjusted in future
periods to allocate the asset’s revised carrying amount, less any residual value, on a systematic basis over its
remaining useful life.

lnveatory

Inventory consists primarily of chemical products. Inventories are stated at the lower amount between cost and net
" realisable value. Cost is determined using the first-in, first-out (FIFO) method and includes expenditure incurred in

acquiring the inventories, production or conversion costs. Net realisable value is the estimated selling price in the
- ordinary course of business, less the estimated costs of completion and selling expenses.

Adjustments made 1o revenue to ensurc that revenue is recognised in line with the percentage completion are recorded
as work in progress within inventories.
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Concept Life Sciences (Holdings) Limited

Notes to the financial statements (continued)
For the year ended 31 December 2017

1. Accounting policies (continucd)
Taxation

Current income tax

Current income tax assets and [iabilities for the current year are measured at the amount expected to be recovered
from or paid to the taxation authoritics. The tax rates and tax laws used to compute the amount are those that are.
enacted or substantively enacted at the reporting date. Current income tax relating to items recognised directly in
equity is recognised in equity and not in the income statement.,

Deferred tax

Deferred lax is provided using the liability method on temporary differences between the tax bascs of assets and
liabilities and their carrying amounts for financial reporting purposes at the reporting date.

Deferred lax Jiabilities are recognised for all taxable temporary differences and deferred lax assets are recognised 1o
the extent that it is probable that taxable profit will be available against which the deductible temporary differences.
and the carry forward of unused tax credits and unused tax losses can be utilised.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent lhal itis no
longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be
utilised. Unrccognised deferred tax assels are reassessed at each reporting date and are recognised (o the extent that it
has become probable that future taxable profits will allow the deferred tax asset (o be recovered.

Dcferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year when the asset is

realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at
the reporting date. Deferred tax is charged or credited in the income statement, except when it refates to items charged
or credited in other comprehensive income, in which case the deferred tax is dealt with in other comprehensive

income,

Deferred tax assets and deferred tax liabilities are offset il a legatly enforccable right exists to set off current tax
assets against current tax hab:lmes and the deferred taxes relate to the same taxable entity and the same taxation
authority.

Revenue rccognition

Revenue is recognised to the extent that it is probable that the cconomic benefits will flow into the Group and the
revenue can be reliably measured. Revenue is measured at the fair value of the consideration received or receivable
and represents amounts receivable for goods and services provided in the normal course of business. net of discounts

and sales related taxes.
The accounting for those revenues depends on whether the outcome of a transaction can be reliably measured or not:

e Ifthe outcome of a transaction involving the rendering of services can be reliably measured, the revenue
' associated with the transaction will be recognised by reference to the stage of completion (percentage of
completion method). As a result, the revenue for all transactions which can be estimated on a reliable basis
corresponds to the revenue agreed in the contract, adjusted by the stage of completion of the work
performed.
¢ Ifthe outcome of a transaction mvolvmg the rendering of services cannot be measured reliably, revenue will
only be recognised to the extent of the incurred expenses as long as they are deemed to be recoverable.

Expected losses are recognised when it is probable that total contract costs will exceed total contract revenue. The
expected loss is recognised as an expense immediately.

The stage of completion of an analysis is determined by the services performed to date as a percentage of the total
analysis to be performed.
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Concept Life Sciences (Holdings) Limited

Notes to the financial statements (contihucd)
For the year ended 31 December 2017

1. Accounting policies (continued)

Pension schemes

The Group operates defined contribution pension schemes, the assets of which are held scparately from those of the
Group in independently administered funds. Obligations for contributions to the defined contribution schemes are
recognised as an expense in the Consolidated Income Statement when incurred.

Foreign currency

Transactions in forcign currencics arc translated to the Group’s functional currency at the foreign exchange rate ruling
at the date of the transaction. Monelary assets and liabilities denominated in foreign currencics at the statement of
financial position dute are translated at the foreign exchange rate ruling at that date. Foreign exchange differences
arising on translation arc recognised in the Consolidated Income Statement.

Financial expenscs

Financial expenses comprise interest payable on interest-hearing loans and borrowings, fair value losses on interest
rate swap derivative financial instruments and fair vatue losses on forward foreign currency contracts. Financial
expenscs are recognised in the Consolidated Income Stalement on an effective interest method.

Financial income

Financial-income comprise interest receivable on funds invested and fair value gains on interest rate swap derivative
financial instruments. Financiat income is recognised in the Consolidated Income Statement on an effective interest

‘method. .

.

Intercst bearing loans and borrowings

Interest-bearing borrowings are recognised initially at fair value less attributable transaction costs. Subsequent to
initial recognition, interest-bearing borrowings are stated at amortised cost using the effective interest method,

less any impairment losses.

Derivative financial instruments

The Group uses derivative financial instruments to hedge its exposure to foreign exchange and interest rate risks
arising from operational, financing and investment activities. In accordance with its treasury policy, the Group does
not hold or issue derivative financial instruments for trading purposes. However. derivatives that do not qualify for
hedge accounting are accounted for as trading instruments. Derivative financial instruments are recognised initially at
fair value and re-measured at each perjod end. The gain or loss on re-measurement to fair value is recognised
immediately in the Consolidated Income Statement. The Group has elected not to apply hedge accounting.

Interest rate swaps are recognised at fair value in the Consolidated Statement of Financial Position with movements in
fair value recognised in the Consolidated Income Statement for the period. The fair value of interest rate swaps is the
estimated amount that the Group would receive or pay to terminate the swap at the reporting date. taking into account
current interest rates and the respective risk profiles of the swap counterparties.

Forward foreign currency contracts are recognised at fair value in the Consolidated Statement of Financial Position
with movements in fair value recognised in the Consolidated Income Statement for the period. The fair value of
forward foreign currency contracts is the gain or loss that would result if the agreements were terminated at the
reporting date, taking into account current foreign currency rates.

Derivatives are presented as assels when the fair values are positive and as liabilities when the fair values are
negative. A derivative is presented as a non-current asset or a non-current liability if the remaining maturity of the
instrument is more than 12 months and it is not expected to be realised or settled within 12 months.
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Concept Life Sciences (Holdings) Limited

Notes to the financial statements (continued)
For the year ended 31 December 2017

B Accounting policics (continued)

Financial instmmcnts

Financial assets and financial liubilitics are recognised in the Group's Statement of Financial Position when the Group
becomes a party to the contractual provisions of the instrument. Financial assets are derecognised when the
contractunl rights 1o the cash flows (rom the financial assets expire or are transferred. Financial linbilities are

~ derecognised when the obligation specified in the contract is discharged. cancelled or expires.

Financial Assets

The Group’s financial assets are all categorised as loans and receivables with the exception of derivative financial
instruments which are categorised as fair value through profit or loss (FVTPL). Loans and receivables arc non-
derivative financial assets with fixed or determinable payments that are not quoted in an active market. The Group's
loans and receivables comprise *Trade and other receivables® and *Cash and cash cquivalents® in the Consolidated
Statement of Financial Position, Derivative financial instruments are shown as ‘Other Financial Asscts® in the
Consolidated Statement of Financia) Position.

Cash and cash cquivalents comprise short-term cash deposits with major United Kingdom clearing banks carning
foating rates of interest based upon bank base rates or rates linked to LIBOR.

Financlal Liabilitles

The Group's financial liabilities arc all categorised as other financial liabilitics. Other financial liabilities. with the
exception of forcign exchange forward contracts and interest rate swaps, arc measured at amortised cost. The Group's
other financial liabilitics comprise ‘Interest-bearing loans and borrowings’ and ‘Trade and other payables’.

Estimation of Fair Values
For trade and other reccivables/payables, the notional amount is deemed to reflect the fair value.

Fair Value Hierarchy

As at 31 December 2017, the Group held the following financial instruments carried at fair value on the Statement of
Financial Position: ‘

e Forcign exchange forward contracts - non hedged
e Interest rate swap contracts - non hedged

The Group uses the following hierarchy for determining and disclosing the fair value of financial instruments by
valuation technique:

Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities

Level 2: other techniques for which all inputs which have a significant effect on the recorded fair value are
observable, either directly or indirectly

Level 3: techniques which use inputs that have a significant effect on the recorded fair value that are not based on
observable market data.
Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits with an original maturity of three months or less.
Bank overdrafts are included as a component of cash and cash equivalents for the purpose of the Consolidated
Statement of Cash Flows, as these are used as an integral part of the Group's cash management.
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Concept Life Sciences (Holdings) Limited

Notes to the financial statements (continucd)
For the year ended 31 December 2017

1, Accounting policies (continucd)
Trade and other reccivables

Trade reccivables are recognised at umortised cost less impairment losses. A provision for the impairment of trade
receivables is established when there is objective evidence that the Group will not be able 10 colleet all amounts due
according 1o the original terms. Significant financial difficultics of the debtor. probability that the debtor will enter
bankrupicy or financial reorganisation and default in payments are considered indicators that the trade receivable is
impaired. The movement in the provision is recognised in the Consoliduted Income Statement.

Trade and other payables

Trade and other payables are non interest bearing and are stated at their cost.

Provisions

A provision is recognised in the Consolidated Statement of Financial Position when the Group has a present legal or
constructive obligation as a result of a past cvent, it is more likely than not that an outflow of economic benefits will
be required to settle the obligation and the obligation can be cstimated reliably.

Government grants

' Government grants are not recognised until there is reasonable assurance that the Company will comply with the
conditions attaching to them and that the grants will be received.

Government grants are recognised in the income statement on a systematic basis over the periods in which the Company
recogniscs as expenses the related costs for which the grants are intended to compensate. Specifically. government
grants whose primary condition is that the company should purchase, construct or otherwise acquire non-current assets
are recognised as deferred revenue in the statement of financial position and transferred to profit or loss on a systematic
and rational basis over the uscful lives of the related assets.

Government grants that are receivable as compensation for cxpenses or losses already incurred or for the purpose of
giving immediate financial support to the Company with no future related costs are recognised in profit or loss in the
period in which they become receivable.

Share bascd payments
Equity-settled transactions

The cost of equity-settled transactions is recognised, together with a corresponding increase in other capital reserves
in equity, over the period in which the performance and/or service conditions are fulfilled. The cumulative expense
recognised for equity-settled transactions at each reporting date until the vesting date reflects the extent to which the

- vesting period has expired and the Group’s best estimate of the number of equity instruments that will ultimately vest.
The income statement expense or credit for the period represents the movement in cumulative expense recognised at
the beginning and end of that period and is recognised in employee benefits expense.

No expense is recognised for awards that do not ultimately vest. except for awards where vesting is conditional upon
a market condition, which are treated as vesting irrespective of whether or not the market condition is satisfied,
providing that all other performance conditions are satisfied.

Where the terms of an equity-setiled award are modified or a new award is designated as replacing a cancelled or
settled award, the cost based on the original award terms continues to be recognised over the original vesting period.
1n addition, an expense is recognised over the remainder of the new vesting period for the incremental fair value of
any modification, based on the difference between the fair value of the original award and the fair value of the
modified award, both as measured on the date of the modification. No reduction is recognised if this difference is

negative,
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Concept Life Sciences (Holdings) Limited

Notes to the financial statements (continued)
For the year ended 31 December 2017

1. Accounting policies (continued)
Share based pnyments (continued)

Where an equity-settled award is cancelled, it is treated as if it had vested on the date of cancellation, and any cost not
yet recogniscd in the income statement for the award is c\pcnscd immediately. Any compensation paid up to the fair

value of the award at the cancellation or settlement date is deducted from cquity. with any excess over l'mr value
being treated as an expense in the income statement.

Rescarch and development

Rescarch expenditure is written ofT as incurred. Development expenditure is also written ofT, except where the
technical-and commercial feasibility of the project has been demonstrated, that the future economic benefits are
probable, the Group has an intention and ability to complete and usc or sell the asset and the costs can be measured
reliably. In such cases, the identifiable expenditure is deferred and amortised over the period during which the Group
is expected to benefit. Provision is made for any impairment.

Exceptional items

Exceptional items are thosc items that are unusual because of their size, nature or incidence, or that the Direclors
consider should be disclosed separately to cnable a full understanding of the Group's results. This includes non
recurring acquisition expenses. Exceptional items have been presented separately. on the face of the Consolidated
Income Statement. The Directors consider that this presentation gives a more accurale presentation of the results of

the Group.

Acquisition costs

Acquisition costs and other deal costs arc expenscd as incurred 1o the income statement.
Critical judgcments in applying thc Group's accounting policies

In the process of applying the Group's accounting policies, which are described above, the Directors do not consider
there to be significant judgements adopted with regards to the policies adopted.

Key sources of cstimation uncertainty

The key assumptions concerning the future, and other key sources of estimation uncertainty at the statement of
financial position date, that have a significant risk of causing a material adjustment to the carrying amounts of assets
and liabilities within the next financial year, are discussed below.

Impairment of goodwill and intangible assets

Determining whether goodwill, intangible assets and fixcd assets are impaired requires an estimation of the value in
use of the cash-generating units to which the assets have been allocated. The value in use calculation requires the
entity to estimate the future cash flows expected to arisc from the cash-generating unit and a suitable discount rate in
order to calculate present value. The carrying amount of goodwill and intangible assets at the statement of financial
position date are discloscd within note 11. Details of the accounting policies applied in respect of impairment are set
out previously above. .
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Notes to the financial statements (continued)
For the year ended 31 December 2017

2. Turnover

An analysis of turnover for the Group is given below;

United Kingdom
Rest of the world

3 Exceptional items

Development of new business services
Business restructuring

Acquisition and related expenses
Earnout adjustment credit

Yeur ended Ycarcanded
2017 2016
£ £
31,695.187  29.269.089
15,143,073 11,884,221
46,838,260  41,153.310
Year Year
ended 31, ended 31
Dccember  December
2017 20i6
£ £
102,799 217,535
1,697.806 675,609
924.286 404,567
- (1.329,685)
2,724,891

(31.974)

The exceptional items detailed above are all included within operating profit as a separate linc on the face of the

Consolidated Income Statement.

In the current ycar, the group incurred exceptional costs of £1,628,708 in relation to business restructuring primarily

the restructure of management,

In the current year. the group incurred exceptional costs of £102,799 in relation to the prov:snon of dermal services

within the Inlegrated Discovery & Development Services division.

£924,286 was incurred in relation to acquisition and related expense including the expenses refated with the

acquisition of Aquila Biomedical Limited.

Prior year acquisition expenses are various legal and consultancy costs incurred in relation to identifying and
acquiring new companies. Other items comprise costs incurred of a type which are not expected to recur including
costs involved relating to previous acquisitions and the administration of the earnout and review periods. The final
earnout based upon trading periods completing in 2016 resulted in an exceptional credit of £1.3m being released as

part of the accounting for the acquisitions of CXR and Agendal.
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Notes to the financial statements (contmucd)
For the year ended 31 December 2017

4. Operating profit

Year Year
ended 31 cnded 31
Dccember December

, 2017 2016
Operating profil is stated after charging/(crediting): £ £
Depreciation of property, plant and equipment 2,036,230 2,017,201
Amortisation of intangible assets : 1,417,411 1,417,412
Rentals payable under non-cancellable operating leases:

- Land and buildings 719.122 831.872

- Plant and machinery 745,943 624,581
Grant income ' (7,500) (17.732)
Foreign exchange losses/(gains) 29.200 (149.8135)

Yecar Yecar

ended 31 cnded 31
Dccember December

2017 2016
' £ £

Auditor’s remuneration is analyscd as follows:
Audit of the financial statements 5.000 5,000
Audit of financial statements of subsidiaries 81,000 81.000
Total audit fees ’ 86.000 86.000
Taxation compliance services - 35,000
Other taxation services . 98,0600 84,000
Other services . 45,000 4,500
Total non-audit fees ' . 143.000 123.500
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Notes to the financial statements (continued)
For the year ended 31 December 2017

5. Net finance expenses

Year Year
ended 31 ended 31
Deccmber December

2017 2016
£ £

Financial expenses :
Bank loans and overdrafls 1,235,553 1.094,154
Loan noles ‘ 5,688,915  5.247,434
Interest on obligations under finance leases 71,182 101,080
Other interest 15,325 16,761
Amonrtisation of loan arrangement fees ) 149,340 149,340
Fair value losses on interest rate swaps - 53,558

7,160,315  6,662.327

Financial income
Fair valuc gains on interest rate swaps - (213.696) -

Net finance expenses © 6.946,619  6,662.327

6. Stafl numbers and costs
The average monthly number of employees (including exccutive directors) was:

" Year Year
ended 31 ended 31
December December

2017 2016

No. Ne.

Operations 586 534
Sales 29 26
Administration : 104 96
719 656
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Notes to the financial statements (continued)
- For the year ended 31 December 2017

6. Staff numbers and costs (continued)

Their uggregate remuneration comprised:

Wages and salarics
Social security costs
Other pension costs

The remuneration of key management personnel excluding directors was:

Wages and salaries
Social sccurity costs
Other pension costs

2 Directors' remuncration

Directors’ remuncration
Emoluments
Sums paid to third parties in respect of directors’ services

Year Year
canded 31 ended 31
December  December
2017 2016
£ £
18.484,144 17,256,570
1,689,643 1,544,749
447,050 367,964
20.620.837 19,169,283
1
Ycar Year
cended 31 ended 31
December  December
2017 2016
£ £
770,077 814,845
100,585 110,983
61,813 29,199
932475  955.027
Year Year
ended 31 ended 31
December December
2017 2016
£ £
188,862 229,302
182,000 182,000
370,862 411.302
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7. Directors® remuneration (continued)

Remuneration of highest paid director
Emoluments

8. Other operating income

Rents receivable
Grant income

Year Year
ended 31 ended 31
December  December
2017 2016

£ £

181,167 172,245
Year Ycar
ended 31 ended 31
December December
2017 2016

£ £

- 1,500

7,500 17,732
7,500 19.232
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Notes to the financial statements (continued)
For the year ended 31 December 2017

9. Tax on loss on ordinary activitics
Tux on the loss for the year compriscé current and deferred tax.

Year “Year
ended 31 cnded 31
December December

2017 2016
£ £
Current tax -
UK corporation tux at 19.25% (2016: 20%) 371422 (19.385)
Adjustments relating to prior years 325,245 -
Total current tax charge/(credit) 696,667 (19,385)
Deferred tax :
Origination and reversal of temporary differences ' (7,336)  (176,067)
Adjustments relating to prior years 116.466 55,650
Effect of change in lax rates 83,963 (34.206)
Total deferred tax charge/(credit) ) 193,093 (154,623)
Tax charge/(credit) for the year 889.760  (174.008)
Year - Year
ended 31 ended 31
December  December
2017 2016
£ £
Loss on ordinary activities before tax : (5,032,505) (3,108,947)
Loss before tax multiplied by the standard rate of .
Corporation tax in the UK of 19.25% (2016: 20%) (968,757)  (621,790)
Effects of:
Expenses not deductible 546,963 42,397
income not taxable for tax purposes o - (183,649)
Change in tax rates 84,551 34,206
Adjustments in respect of prior years 441,711 55,650
Other movements 785,292 499,178

889,760 (174,008)
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9. Tax on loss on ordinary activitics (continued)

Legislation to reduce the main rate of UK corporation tax to 19% and 17% was passed by Partiament in Scptember
2016 to take effect from | April 2047 and | April 2020, The reduction in the main rate to 18% had been substantively.
cnucted ut the statement of financial position date and, therefore, the deferred tax assets and linbilities are calculated

in these financial statements at this rate.

10.  Acquisitions
Aquila Biomedical Limited

On 23 October 2017, the Group acquired 100% of the issued share capital of Aquila Biomedical Limited for cash
consideration of £7,105,267 with additional consideration of up to £1,962,943 payable after January 2019 if certain
performance criteria arc achieved. Aquila Biomedical Limited is a pre-clinical CRO with expertise in immune-

oncology, immunology and multiplex histology.

The Goodwill calculation is summarised below;

Mcasurement Fair value a¢
Book value  adjustments acquisition
£ £ £

Acquirec's net assets at acquisition date:
Intangible asscts 13.699 3,336,800 3,350.499
Property, plant and equipment 194,488 - 194,488
Cash 1,320,498 - 1,320,498
Trade and other receivables 246,175 - 246,175
Trade and other payables (461,042) - (461,042)
Deferred tax liabilities - (633,992) (633.992)
Nel identifiable assets ) 1,313,818 2,702,808 4,016,626
Goodwill on acquisition 5,051,584
9,068.210
Consideration satisfied in cash 7,105,267
Contingent consideration 1,962,943
9.068.210

The intangible asset acquired represents the fair value of the Customer Relationships. The Board believes that the
excess of consideration paid over the fair value of the net identifiable assets of £5.051,584 is best considered as

goodwill on acquisition representing employee expertise and anticipated future commercial synergies.

Included in the year ended 31 December 2017 is revenuc of £1,008,978 and a profit before tax of £448,306 in respect

of Aquila Biomedical Limited.
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Concept Life Sciences (Holdings) Limited

Notes to the financial statements (continued)
For the year ended 31 December 2017

10, Acqnisitiohs(ccmlinucd)

Full year impact of acquisition

Had the acquisition of Aquila Biomedical Limited been effected on 1 January 2017, the revenue and loss before tax
from continuing operations of the Group for the year ended 31 December 2017 would have been £48,576.983 and

£4.460,769 respectively. -

11.  Intangible assets

Cost
As at 1 January 2016

As at 31 December 2016
Acquisitions

As ot 31 December 2017
Amortisation and impairment
As at | January 2016

Charge for the year

As at 3] December 2016
Charge for the year

As at 31 December 2017

Net book inue
As at 31 December 2017

As at 31 December 2016

Customer
Goodwill relntionships Total
£ £ £
40.328.869  14.174,117  54.502,986
40,328,869 14,174,117  54.502.986
5,051,584 " 3,336,800 8,388.384
45380453  17,510.917 62,891,370
63,044 1,359,135 1,422,179
. 1417412 1,417,412
63,044 2,776,547 2,839,591
. 1,417,411 1,417,411
63.044 4.193.958 4.257.002
45317409  13.316,959  58,634.368
40265825  11.397.570  51,663.395
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Notes to the financial statements (continued)
For the year ended 31 December 2017

12,  Impnirment of intangible asscts
Goodwill

Goodwill acquired through business combinations has been allocated 1o cash generating units (*CGUS”) on initial
recognition and subsequently for impairment testing. Each separate business acquired is deemed to be a separate
CGU.
The CGU allocation year on year has changed due to the restructure of the Concept group into Analytical Services
and Integrated Discovery & Development Services divisions. The directors consider this to be the most appropriate
basis for allocation as this is the basis upon which the business now operates and under which current and future

. trading occurs,

The Group has tested the goodwill in respect of cach CGU for impairment at 31 December 2017, The impairment test
compires the recoverable amount of the goodwill of cach CGU to its carrying value.

The recoverable amount of each CGU has been determined based on a value in use calculation using cash flow
projections based on the budget for 2018 and management's expectations of EBITDA growth for each CGU over the
next 4 years to 2022. Terminal values have been included using 3% as the expected long term average growth rate of
the UK economy, and calculated using the Gordon growth model.

The pre-tax cash flows of cach CGU have been discounted considering the weighted average cost of capital of a
market participant capable of acquiring a similar business. Individual CGU WACC rates have been derived from the
Group WACC rate adjusted 1o reflect the various characteristics of each CGU, resulting in a range of 11% to 12%
being applied. ’

The value in use calculation is most sensitive to the assumptions used for growth and for the discount rate.
Accordingly, stress testing has been performed on these key assumptions as part of the impairment test to determine
whether any reasonably loreseeable change in any of the key assumptions would cause the recoverable amount of the
CGU 1o be lower than its carrying amount.

To undertake the stress testing, terminal values were separately recalculated using reduced growth levels and higher
discount rates. No evidence of any impairment was seen under any of these stress test scenarios. Consequently. no
impairment of the goodwill relating to any of the CGUs has been recognised. '

Other intangible assets

Separately identifiable intangible assets are valued and their appropriate useful lives established at the time of
acquisition. For all acquisitions to date. customer refationship assets have been identified which have a life of 10
years. The carrying values of these assets and their remaining useful lives are reviewed annually for indicators of
impairment.

“The Group has tested the customer refationship assets for impairment by incorporating them into the gooduwill
impairment tests and have concluded that there are no impairments as at 31 December 2017.
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Concept Life Sciences (Holdings) Limited

Notes to the financial statements (continued)
For the year ended 31 December 2017
13.  Property, plant and equipment

Freehold  Leasehold
land and land and  Plant and

buildings  buildings machinery Total
£ £ £ £

Cost .
As at 31 December 2015 3.179.731 631.585 8,100,695 11.912.011
Additions - 95,838 2,130,608 2,226,446
As at 31 December 2016 3,179,731 727,423 10,231,303 14,138,457
Additions - 36,641 3,152,174 3,188,815
Acquired . - - 323,748 323.748
As at 31 December 2017 3.179,731 764.064 13,707.225 17.651,020 .
Depreciation
As at 31 December 2015 122,295 174,318 1,358,115 1.654,728
Charge for the year 81,531 125.928 1,809,742 2,017,201

As at 31 December 2016 203,826 300,246 3,167,857 3,671,929
Charge for the ycar 81,530 123,849 1,830,851 2,036,230

Acquired ‘ : - - 121,323 121,323
As at 31 December 2017 285,356 424,095 5,120.031  5,829.482
Net book value

As at 31 December 2017 ' 2.894,375 339.969 8,587,194 11,821.538
As at 3] December 2016 2,975.905 427.177  7,063.446 10.466,528

Leased assets included above:

The carrying amount of the Group's property. plant and equipment includes an amount of £1,248.500 (2016:
£1.686.570) in respect of assets held under finance leases. all of which are included within plant and machinery. The
depreciation charge for the current ycar was £264,964 (2016: £404,492).

14.  Priucipal subsidiary undertakings

Group  Company Group  Company

2017 2017 2016 2016

£ £ £ £

Subsidiary undertakings - 1 - . 1
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14.  Principal subsidiary undcrlukingsv(cnnlinncd)

The parent Company and the Group have investments in the following subsidiary undertakings, associates and other
investments which principally affected the profits or net asscts of the Group.

Concept Life Sciences (Midco) Limited +

Concept Life Sciences (Laboratories) Limited

Concept Life Sciences (Environmental Consulting) Limited
Concept Life Sciences (Discovery) Limited

Concept Life Sciences (Pre-Clinical) Limited

Scicntific Analysis Laboratories Limited (formerly Concept
Life Sciences (Analytical Laboratories) Limited)

Concept Life Sciences Analytical & Development Services
Limited (formerly Scicntific Analysis Laboratories
Limited)

SAL Laboratories Limited

SAL Food Limited ‘

Resource and Environmental Consuitants Limited

REC Environmental Monitoring Limited

Resource & Environmenital Consultants (Asbestos) Limited
REC Asbestos (South) Limited

Noblc Health and Safety Training Limited

Noble Asbestos Consultancy Limited

Concept Life Sciences Integrated Discovery &
Development Services Limited (formerly Peakdale
Molecular Limited)

Peakdale Molecular Limited (formerty Concept Life

- Sciences (Pre-Clinical) Limited)

Peakdale Chemistry Services Limited

Peakdale Propertics Limited
Agendal Analytical Services Limited
CXR Biosciences Limited

Concept Life Sciences Limited
Aquila Biomedical Limited

United Kingdom
United Kingdom
United Kingdom
United Kingdom

United Kingdom

United Kingdom

United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom

United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom

_ Intermediate holding company

Intermediate holding company
Intermediate holding company
Intermediate holding company

Intermedinte holding company

Intermediate holding company

Analytical Services
Dormant

Dormant

Environmental Consultancy
Dormant

Dormant

Dormant

Dormant

Dormant

Drug Discovery Services

Dormant
Drug Discovery Services
Dormant
Dormant
Dormant
Donmnant

_ Drug Discovery Services

+ Held directly by Concept Life Sciences (Holdings) Limited. The registerd address of CXR Biosciences Limited is 2
James Lindsay Place, Dundee Technopole, Dundee. DD1 5J). The registered address of Aquila Biomedical Limited is
Exchange Tower. 19 Canning Street, Edinburgh, EH3 8EH. All other subsidiaries are registered in the United

Kingdom with a registered office of One St Peter's Square, Manchester, M2 3DE.
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15. Inventories

Group  Company Group  Company

2017 2017 2016 2016

£ £ £ £

Raw materials and consumables 1.421,597 - 987,575 -
Work in progress S 665.253 - 494400 -
2,086.850 - 1,481973 -

The cost of inventories recognised as expenses included in cost of sales for the year ended 31 December 2017 was
£5,529.571 (2016: £4.671.251).

16.  Trade and other receivables

Group  Company Group Company

2017 2017 2016 2016

£ £ o 3 £

Trade receivables 9,199,697 - 8,520,624 -
Other receivables 302,134 - 81,363 -
Prepayments and accrucd income . 1,930,389 - 1,090,553 -
Corporation tax 2,053,433 - 1,149,530 -
VAT - 22975 - 19,736
Amounts owed by other group companies - 62443,188 - 56,698,162

13.485.653 62.466.163 10.842,070 56.717,898

Amounts owed by group undertakings are rcpayablé upon demand. No intcrest is charged.
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16.  'Trade and other receivables (continued)

The ageing of the trade receivables is detailed below:

2017 2017 2017 2016 2016 2016
Gross  Provision Net Gross  Provision Net
£ £ £ £ £ £
Group
Not past due 4,562,816 - 4,562,816 6,185.345 - 6,185,345
Past due 0-30 days 2,377.119 - 2,377,119 1,191,624 (3,566) 1,188,058
Past duc 30-60 days - 1,295,246 (4.350) 1,290.896 454,648 (2.154) 452,494
Past due 60-90 days 399,645 (3,925) 395,720 307.157 (4.940) 302.217
Past 90 days . 720,168 (147,022) 573,146 588,776  (196.266) 392,510
9,354,994  (155,297) 9,199,697 8.727,550 (206.926) 8,520,624
Analysis of gross trade receivables is shown below:
2017 2016
£ £
Not past due or impaired 4,562,816 6,185,345
Past duc but not impaired 4,481,584 2,125,353
Impairqd 155.297 -+ 209,926
9.199.697  8.520.624

The board consider that the carrying amount of trade and other receivables approximate to their fair value.

Concentrations of credit risk with respect to trade receivables are limited due to the Group's customer base being wide
and unrelated. Therefore, no further credit risk provision is required in excess of the normal provision for impairmeént
losses, which has been calculated following individual assessments of credit quality based on historic default rates

and knowtedge of debtor insolvency or other credit risk.
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16,  Trade and other receivables (continued)

Movement on this provision is shown below:

. £
Debtor provisions
As at 31 December 2015 156,966
Created 166,426
Utilised (116,466)
As at 31 December 2016 ' 206,926
Created 7,610
Utilised . . (59,239)
As at 31 December 2017 155,297
The other classes within trade and other receivables do not contain impaired assets.
17, Cash and cash equivalents
Group Company Group Company
2017 2017 2016 2016
£ £ £ £
Bank balances and cash floats ' 1.602.994 - 1031325 -
The currency profile of cash and cash equivaleats is shown below: '
Group .Company Group Company
2017 2017 2016 2016
£ £ £ £
Bank balances and cash floats 1.602.994 - 1,031,325 : -
Sterling 1,512,905 - 905,747 -
Euro : 50.093 - 51,220 -
US Dollar 35,010 - 73,812 -
Other 4,986 - 546 -
1,602,994 - 1,031.325 -
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18.  latercst bearing lonns and borrowings

Current linbhilitics
Finance tease liabilities
Bank loans and overdrafts

Neon-current linhilitics
Finance lease liabilities
Bank louans
Loan notes

Bank and loan lacilitics

Group  Company Group  Company
2017 2017 2016 2016

£ £ £ £

346,761 - 641,587 -
5.398,645 - 3,735,000 -
5,745.406 - 4,376,587 -
793.701 - 648,602 -
20,704,819 - 14,509,900 -
61.198.529 61,198,529 55,509,613 55,509,613
82,697,049 61,198,529 70.668,115 55.509.613

In 2014, the Company entered into facilitics with a syndicate of banks. These facilites were amended in October 2017

10 comprisc the following:

s Facility A: a £2,000,000 loan facility repayable by instalments through to 2020 bearing interest at Libor plus

8 margin.

s Facility B: a £12,000.000 loan facility repayable on the termination date in 2021 bearing interest at Libor

plus a margin,

e Facility C: a £7.271,000 capex facility bearing interest at Libor plus a margin.
»  Facility D: a £4,1600,000 revolving credit facility bearing interest at Libor plus a margin, available until

2021.

The facility balances outstanding as noted above are shown net of arrangement fees of £607,535 (2016: £575,100),

£181,355 (2016: £145,000) is included within current interest bearing loans and liabilities.

Gross
Less: loan arrangement fees

Within one year
Between one and five years
After five years
Less: loan arrangement fees

Group Company Group Company

2017 2017 2016 2016

£ 3 £ £

5.398.645 - 3.735.000 -
(181.355) - (145,000) -
5,217,290 - 3,590.000 -
21,130,999 - 14,940,000 -
(426,180) - (430,100) -

. 25922109 - 18.099,900 -
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18.  Interest hearing loans and borrowings (continued)
The maturity of the loan notes are as follows:

Loan notes
Group Company

2017 2017
£ £
Between one ond five yecars . 61,198,528 61,198,528

Group
2016
£

 §5.509.613

Company
2016
£

55.509.613

Afler five years - -

The foan notes include inv: estor, management and vendor loan notes and have a termination date in 2022, Interest

accrues at a rate of 10% per annum and accrucs into the loan.

The hank loans and external loan notes were all paid down on 25 January 2018 as part of the acquisition of Conccpl

Life Sciences (Holding) Limited and subsidiaries.

Finance leascs

As at 31 December 2017, the Group's liabilitics under finance leases are analysed as follows:

Group  Company Group Company
2017 2017 2016 2016
£ £ £ £

Amounts payable under finance leases '
Within one year 346,761 - 641,587 -
Between one and five years 793,701 - 648,602 -
1,140,462 - 1.290.189 -

Assets held under finance leases consist primarily of motor vehicles and items of plant and machinery. The fair value
of the Group's Icase obligations approximate to their present value. The Group's obligations under finance leases are

secured by the lessors' rights over the leased assets.

As at 31 December 2017, the Group's liabilities under hire purchase agreements are analysed as follows:
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19.  Other financinl linbilitics

Forward foreign currency contracts and interest rate swaps are carried at fair value through profit or loss (FVTPL).

Present Present
value of value of
Minimum minimum Minimum minimum
lease leasc lease lease
payments payments payments payments
2017 2017 . 2016 2016
£ £ £ £
Amounts payable under hire purchase agreements:
Within onc yecar 366,036 346,761 646,215 641,587
Between one and five years 887,939 793,701 689,465 648,602
1.253.975 1.140,462 1,335,680 1.290,189

Refer 1o note 20 Financial Instruments for further disclosures of other financial asscts and liabilities.

Group  Company Group Company

2017 2017 2016 2016
£ £ £ £
Current linbilities

Forward foreign currency contracts 34,486 - 1,505 -
Interest rate swaps 48,851 - - -
83,337 . 1.505 -

Non-current liabilitics
Interest rate swaps - - 262,547 -

20. Financial instruments

The Group's principal financial instruments comprise of interest bearing loans and borrowings The main purpose of
these financial instruments is to finance the Group's operations. The Group has various other financial assets and
liabilities such as cash balances, receivables and trade and other payables lhal arise from its operations. as well as a
small number of derivative financial instruments.

The Group’s activities expose it to various financial risks: market risk (foreign exchange risk and interest risk),
liquidity risk and credit risk.

Foreign exchange risk

The Group’s activities expose it 1o the risks of changes in foreign currency exchange rates. The Gmup monitors its
unhedged currency risks and uses forward exchange contracts \\here necessary.

Credit risk

Credit risk is the risk that a counterparty 1o a financial instrument will faif to discharge an obligation or commitment
that it has entered into with the Group. The Group’s credit risk is primarily attributable to its trade receivables. The
amounts disclosed in the statement of financial position are afler any allowances for doubtful receivables. The Group
has no significant concentration of credit risk, with exposure spread over a large number of customers. Investmients of
cash
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20. Financial instruments (continued)

surpluses, borrowings and derivative financial instruments are made through major United Kingdom clearing banks.
which must meet minimum credit ratings as required by the Board which reduces the credit risks on these balances.

At 31 December 2017, the financial assets exposed to credit risk were us follows:,

) 2017 2016

£ £

Trade and other receivables ) 13,485,653 10,842,070
Cush and cash equivalents 1.602994  1.031,325

15,088,647 11.873.395

Interest risk

The Group's exposure 1o interest rate risk relates primarily to obligations on finance leases and other interest bearing
loans and borrowings. The Group has a policy of hedging against its long term loans. The policy is approved by the
board of directors, which provides written principles on the use of financial derivatives to manage risk. The Group
does not use derivatives financial instruments for speculative purposcs. The Group's credit risk on derivatives is
limited because the counterparties are banks with high credit ratings assigned by international credit rating agencics.

Liguidity risk

Liquidity risk is the risk that the Group will not be able to meet its obligations as they fall due. The Group evaluates
and follows continuously the amount of liquid funds needed for business operations, in order to secure the funding
needed for business activities and loan repayments. In order to maintain liquidity to ensure that sufficient funds are
available (or ongoing operations and future developments, the Group uses a mixture of long term and short term debt

finance. :

Fair values

Most of the Group’s financial instruments are carried at fair value on the Statement of Financial Position. For certain
other financial instruments, specifically trade and other reccivables/payables, the carrying amounts approximate fair
value due to the immediate or. short term nature of these financial instruments.

Financial asscts

Group Company Group Company

- 2017 2017 2016 2016

Note £ £ £ £

Trade and other receivables 16 9.199,697 62,466,163 8,520,624 56,717,898
Cash and cash equivalents 17 1,602,994 - 1.031,325 -
Total financial assets 10,802.691 62,466,163 9,551,949 56,717,898
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20. Finﬁnéinl instruments (continued)

Financial linbilitics

IFabr value through profit or loss
Foreign exchange forward contracts
Interest rate swaps

Interest bearing loans and borrowings - current

Interest bearing foans and borrowings - non
current

Trade and other payables — current

Othicr payables — non current

Total financial liabilitics

Fair value hierarchy

Note -

19
9

18
21
21

Group Company Group Company -
2017 2017 2016 2016

£ £ £ £

34,486 . 1,505 -
48,851 - . 262,547 -
83,337 - 264,052 -
5,745,406 - 4376587 -
82,697,049 61,198,528 70,668,115 55,509,613
11,160,145 181,358 6,943,965 -
590,355 - 874,897 122,008

100,276.292 61.379.886 83.127,616 55.631.621

As at 31 December 2016, the Group held the following financial instruments carried at fair value on the Statement of

Financial Position:

Foreign exchange forward contracts - non-hedged

Interest rate swaps - non-hedged

The Group uses the fotlowing hicrarchy for determining and disclosing the fair value of financial instruments by

valuation technique;

Level 1: quoted (unadjusted) prices in active markets for identical assets and liabilities

Level 2: other techniques for which all inputs which have a sighiﬁcant effect on the recorded fair value are

observable, either directly or indirectly

Level 3: techniques which use inputs that have a significant effect on the recorded fair value that are not based on

observable market data.

Derivative financial instruments are level 2.
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21.  Trade and other payables

Group Company Group Company
2017 2017 - 2016 2016
£ £ £ £
Current linbilities
T'rade payables 4,743,596 180,248 3,501,934 120,898
Other tax and social security 2,019,839 - 941,351 -
Other payables ’ 2.185,977 100 235.545 100
Accruals and deferred income 2,210,733 1,010 2,265,135 1,010
11,160,145 181,358  6,943.965 . 122,008
Non-current linbilities
Other payables . 590,355 - 874,897 -
22.  Provisions
Group Company
Property Property
dilapidation  dilapidation
provision provision
: . £
286.000 -

Balance as at | January 2017 and 31 December 2017

The provision has not been discounted on the basis that the effect is not material.

Provisions have been analysed between current and non-current as follows:

The provision relates to potential liabilities for dilapidations on leased properties at the point of exit. The provision is

expected to be utilised over the next 8 years.

Group  Company Group Company

- 2017 2017 2016 2016

£ £ £ £

Current - - - -
Non current 286,000 - 286,000 -
286,000 - -

286.000
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23. Deferred tux assets and labilitics

Recogniscd deferrcd tax asscts and labilities

Deferred tax assets and liabilities are attributable to the following:

Group

Property. plant and equipment
Temporary trading differences
Temporary non trading

Loan relationships

R&D expenditure credit
Intangible fixed assets

2017 2017 2017 2016 2016 2016
Assets  Linbilitics Net Assets  Linbilitics Net
. £ £ £ £ . £ £
- (571,017)  (571,017) - (494,710) (494,710)
20,507 - 20,507 45,353 - 45.354
34,683 - 34,683 - - -
- - . - 41,075 - 41,075
4,975 - 4,975 183,149 - 183.149

- (2.571,569) (2,571,569) - (1,937,587) (1,937.587)
60.165  (3,142,586) (3.082.421) 269.577 (2.432.297) (2,162,719)

Movement in deferred tax during the year

Property,
plantand Intangible
cquipment assels Tax losses Other Total
£ £ £ £
Group
Balance as at 31 December 2015 (741.526) (2.306,696) 395,646 279,586  (2,372,990)
Recognised in income 246,816 369,109 (395,646) (10,008) 210,273
Balance as at 31 December 2016 (494.710) (1.937,587) - 269,578 (2,162,719)
Recognised in income (76.307) - - (209,413)  (285.720)
Recognised on acquisition - (633.982) - - (633.982)
Balance as at 31 December 2017 (571,017)  (2,571.569) - 60,165 (3.082.421)
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24,  Called-up sharc eapitnl

2017 2017 2016 2016
Numberof  Ordinary Numberof  Ordinary
shares share shares - share
issucd capital issued capital
£ £

Issucd ordinary share capital
A Ordinary shares of 10p each 732,500 73,250 732,500 73.250
8 Ordinary sharcs of 10p cach 30,660 3,066 30,660 3,066
C Ordinary shares of 10p cach 85,000 8.500 85,000 8,500
D Ordinary shares of 10p each . 85,000 8,500 85,000 8,500
E Ordinary sharcs of 60p each . 10,000 6,000 10,000 6.000
F Ordinary shares of 40p each 15,000 6,000 . 15,000 6,000
G Ordinary shares of [0p cach i 13,690 1,369 13,690 1,369
J Ordinary shares of 10p cach 18,150 1,815 18,150 1815
K Ordinary shares of 60p cach 10.000 6,000 10,000 6,000
L Ordinary shares of 1p cach 10,000 100 10,000 100

1,010.000 114,600 1.010,000 114,600

Rights of shares

Dividends shall be distributed pari passu amongst the holders of thc A Shares, B Shares. C Sharcs, D Sharcs, E Sha'rcs
F Shares, G Shares and K Shares. The J Shares and the L shares shall not be entitled to participate in any dividend.

On return of capital, all shares shall have attached to them full capital distribution rights (including on wind up).

Each holder of an A Share, B Share, C Share, D Share, E Share, F Share, G Share, and K Share shall be entitled to
receive notice of, and each such holder shall be entitled to attend and vote at, general meetings of the Company.
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25.  Analysis of net cash

Net cash consists of cush and cash cquivalents together with other borrowings from bank loans and overdrafls, loan
notes, finance lease and similar hire purchase contracts,

Asatl As at 3t
January December
2017 Cash flow Non-cash 2017
£ £ movements £
£
Cash at bank and in hand 1,031,325 571.669 - 1,602,994
Cash and cash equivalents 1,031,325 571.669 - 1,602,994
Interest-bearing loans and
borrowings:
Finance lease liabilities (1.290,189) 149,727 - (1,140,462)
Debt > | year (70,449,613)  (6.000,000) (5.847,480) (82.,297,093)
Debt < ) year (3,880,000)  (1,700,000) - (5,580,000)
(74.588.477) (6.978.604) (5,847.480) (87.414.561)

26.  Financial commitments
Capital commitments
As at 31 December 2017 the Group had entered into contracts to purchase property, plant and equipment as follows:

2017 2016

: £ £
Group

232472 111,490

Contracted for not provided

Operating leasc commitments
The Group leases various property. plant and equipment under non-cancellable operating lease agreements.

Undiscounted total future minimum lease rentals payable under non-cancellable operating leases are as follows:

Landand Plantand Landand Plantand
buildings equipment  buildings cquipment
2017 2017 2016 2016
£ £ £ £

Group :
Within one year 1,432,028 609,517 ~ 1,468,739 415,582
Between one and five years 5,596,919 426,960 4,171,774 410,639
After five years 4,038,155 - 1,582,465 -
11,067,102  1.036.477 7,222,978 826,221

There are no commitments held by the Company.
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27. Pension schemes

The pension charge for the year represents contributions payable by the Group of £447,050 (2016: £367,964) in
respect of employees and £nil (2016: £nil) in respect of Directors,

The amount owed to the schemes at the year-end was £120,624 (2016: £73,294).

28.  Rclated party transactions and balances
During the ycar, £182,000 (2016: £182,000) was paid (o a third party in respect of a director’s services.
Long term Incentive Plan .

In July 2015 a Long term Incentive Plan was cstablished for certain senior managers under the Government’s
Employee Share Scheme. The senior menagers have subscribed to "L" ordinary shares which means the holders
cannot participate in dividends, nor do they have any rights to attend and vote at general meetings of the Company.
Under the terms of the agreement the scnior managers may be entitled to a share of the proceeds if the Company is
sold or listed on the Stock Exchange, but only aficr all bank deblt has been paid and other equity holders have
achieved their target return on investment. Entrants to the scheme have been phased in since July 2015 and as at 31
December 2016 the scheme is full such that a new cntrant can only be admitted if a current member lcaves the
scheme. At 31 December 2017, a share-based payment charge was not recognised in relation to these share options on
the basis that there was no certainty as to the timing or likelihood of an exit transaction that could trigger a payment,

As a result of the ncquisitioﬁ of the Concept Group (see note 30), these shares vested post the year end.

29.  Ultimatc parent undertaking and controlling party

At 31 December 2017, Equistone Partners Europe LLP was the ultimate controlling party by virtue of its controlling
interest in the issued share capital of Concept Lifc Sciences (Holdings) Limited. The registered address is One St
Peter’s Square, Manchester, M2 3DE.

The results of Concept Life Scicnces (Holdings) Limited were not consolidated at a higher level.

30. Events after the financial position date

On 25 January 2018. Speciris plc, a company listed on the London Stock Exchange, acquired 100% of the share
capital of Concept Life Sciences (Holdings) Limited. The Concept Group acquisition was made on a debt and cash-
free basis and therefore the external borrowings which included the bank loan and loan notes were fully paid down.
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