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PRIMER DESIGN LIMITED

DIRECTORS’ REPORT

The directors present their annual report and the financial statements for year ended 31 December 2018.

The directors have taken the small companies exemption contained in.s414B of the Companies Act 2006 from the
requirement to.prepare a strategic report.

The directors’ report has been prepared in accordance with the provisions applicable to companies entitled to the
small companies exemption.

PRINCIPAL ACTIVITY

The principal activity of the company is focused on the design, manufacture, validation and supply of real-time
PCR kits and reagents.

RESULTS AND DIVIDENDS

As shown in the company’s statement of comprehensive income on page 9, the company’s revenue amounted to:
£5,501k (2017 - £5,339k), whilst the company generated a loss before tax of £1,442k (2017 - £1,364k profit) for the
year.

As shown in the company’s statement of financial position on page 10, net assets amounted to £2,244k (2017 -
£3,714k). _

The directors do not recomménd payment of a dividend (2017 - £nil).

' FUTURE DEVELOPMENTS

The company will continue to grow the design, manufacture, validation and supply of real-time PCR kits and
reagents.

RESEARCH AND DEVELOPMENT

The company undertook research and development in a number of product areas, including continued improvements
to-existing products and new research, within its principal activity.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Company’s activities expose it to a number of financial risks including cash flow risk, credit risk and liquidity
risk. The use of financial derivatives is governed by the Company’s policies approved by the board of directors,
which provide written principles on the use of financial derivatives to manage these risks. The Company does not
use derivative financial instruments for speculative purposes.

Cash flow risk

The Company’s activities expose it primarily to the financial risks of changes in foreign currency exchange rates and
interest rates. The Company does not hedge against this exposure.

Credit risk
The Company’s principal financial assets are bank balances and cash and trade and other receivables.

The Company’s credit risk is primarily attributable to its trade and intercompany receivables. The amounts
presented in the statement of financial position are net of allowances for doubtful receivables. An allowance for
impairment is:made where there is an identified loss event which, based on previous experience, is evidence of a
reduction in the recoverability of the cash flows.

The credit risk on liquid funds is limited because the counterparties are banks with high credit-ratings assigned by
international credit-rating agencies.

The Company has no significant concentration of credit risk, with exposurc spread over a large number of
counterparties and customers.

Liquidity risk

In order to maintain liquidity to ensure that sufficient funds are available for ongoing operations and future
developments, the Company uses intercompany finance.



DIRECTORS’ REPORT

GOING CONCERN
The company is financed by Novacyt SA, its parent company (togethér with its subsidiaries “the Group”).

Novacyt SA is financed by a combination of debt and equity. In April 2019, Novacyt SA entered into a €5,000,000
convertible bond facility and immediately drew down €2,000,000, the proceeds of which will primarily be used for
general working capital purposes and to support planned growth of the Group’s business in the short to medium

term.

The directors of Novacyt SA have prepared a cash flow forecast which covers the period up to and including August
2020 and includes a number of assumptions, including further bond issuances. Further bond issuances, beyond the
initial €2,000,000, are dependent on certain conditions, such as a cool down period, and Novacyt SA’s average daily
volume and minimum share price prior to each draw down request. Having made appropriate inquiries, the directors
anticipate that Novacyt SA will be able to draw sufficient funds to support its working capital requirements but, as
they are outside.of Novacyt SA’s direct control, the ability to do so constitutes a material uncertainty.

Whilst the Directors have a reasonable expectation that the Company will have adequate resources to continue in
operational existence for the foreseeable future and therefore continue to adopt the going concern basis in preparing
these financial statements, the existence of this material uncertainty may cast significant doubt about the Company’s
ability to continue as a going concern, such that it may be unable to realise its assets and discharge its liabilities in
the normal course of business. In the event that the Company ceased to be a going concern, it is expected that there
would be material adjustments required to the financial statements.

SUBSEQUENT EVENTS

On 23 April 2019, the parent company Novacyt SA entered into a Convertible Bonds with Warrants Funding
Programme, for up to €5,000,000 (net of expenses). Under the terms of the Agreement, the parent company will be
able to access capital in seven tranches which oblige the Investment Managers to immediatély subscribe for an initial
tranche of €2,000,000, followed by six further tranches, each of an aggregate nominal value of €500,000 (together
the “Tranches™), drawable at the parent company’s option subject to certain terms and conditions. The parent
company has immediately exercised its right to the initial tranche of funding giving rise to the subscription of
€2,000,000 of convertible bonds with warrants by the Investment Managers. The remaining €3,000,000 of
convertible bonds can be issued by the parent company- over the next 36 months following the closing of the

Agreement.

DIRECTORS .

The directors who served during the year and to the date of this report, unless otherwise stated, were as follows:
G D Mullis

A W Dyer

R M Powell (resigned 1 February 2018)

J Wicks (resigned 1 February 2018)

DIRECTORS’ QUALIFYING THIRD PARTY INDEMNITY PROVISIONS

The company has granted an indemnity to one or more of its directors against liability in respect of proceedings
brought by third parties, subject to the conditions set out in the Companies Act 2006. Such qualifying third. party
indemnity provision remains in force as at the date of approving the directors’ report.



PRIMER DESIGN LIMITED
DIRECTORS’ REPORT

AUDITOR
Each-of the persons who is a director at the date of approval of this annual report confirms that:

e so far as the director is aware; there is no relevant audit information of which the company’s audltor is
unaware; and.
the director.has taken all the 'steps that he ought to have taken as a director to make himself aware of any

*®
relevant-audit mformatxon and to establish that the company’s auditor is aware of that mformanon
This confirmation is given-and should be mterpreted in accordance with the provisions of s418 of the Compames Act

2006..
Deloitte LLP have expressed theii' willingness to continue in office as auditor and a resolution to reappoint them as
-auditor will be proposed at the forthcoming ‘Annual General Meeting. ' -

Approved by the Board of Directors
and signed on behalf of the Board

A

A W Dyer
Director

Date:' 7" August 2019



PRIMER DESIGN LIMITED

DIRECTORS’ 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 to prepare financial statements for-each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting. Standards and applicable law), including FRS 101 “Reduced
Disclosure Framework”. Under company law the directors must not approve the financial statements unless they are
satisfied that they give a true and fair view of the state of affairs of the company and of the profit or loss of the
company for that period. In preparing these financial statements, the directors are required to:

o select suitable accounting policies and then apply them consistently;
o make judgments and accounting estimates that are reasonable and prudent; and

e prepare the financial statements on the going concern basis unless it is mapproprlate to presume that the
company- will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable-accuracy at-any time thefinancial position of the company 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 company and hence for taking reasonable steps. for the prevention and detection of
fraud and other irregularities.



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
PRIMER DESIGN LIMITED
Report on the audit of the financial statements
Opinion .
In our opinion the financial statements of Primer Design Limited (the ‘company’):
e give a true and fair view of the state of the company’s affairs as at 31 December 2018 and of its loss for the
year then ended;
o have been-properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice

including FRS 101 “Reduced Disclosure Framework™; and
¢ have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements which comprise:

the Statement of Comprehensive Income;
the Statement of Financial Position;

the Statement of Changes in Equity; and
the Related Notes 1 to 20.

The financial reporting framework that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards, including Financial Reporting Standard 101 “Reduced Disclosure Framework” (United
Kingdom Generally 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 audit of
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 to provide a basis for our opinion.

Material uncertainty related to going concern

We draw attention to note 1 in the financial statements, which indicates that the company will continue to be reliant
on group financing, the availability of which is uncertain. As stated in note 1, these events or conditions, along with
other matters as set. forth in note 1, indicate that a material uncertainty- exists that may cast significant doubt on the
company’s ability to continue as a going concern. Qur opinion is not modified in respect of this matter..



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
PRIMER DESIGN LIMITED (continued)

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.

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 financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatément in the financial statements or a material misstatement of the other information. If, based on the work
we have performed, we conclude that there.is a material misstatement of this other information, we are required to

report that fact.
We have nothing to report in repect of these matters.
Responsibilities of directors

As explained 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 enable the preparation of financial statements that are. free from material
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 concern, disclosing, as applicable, matters related to going concern and -using the going concern basis of
accounting unless the directors either intend to liquidate the company or to cease operations, or have no realistic
alternative but to do so. :

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from.
material misstatement, whether due to fraud or error, and to issue 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
[SAs (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 for 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 régulatory requirements
Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

s the information given in the directors’ report for the financial 'year for which the financial statemerits are
prepared is consistent with the financial statements; and
e the directors’ report has 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 directors’ report.



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
PRIMER DESIGN LIMITED (continued)

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

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

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

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

we:have not received all the information and explanations we require for our audit; or

the directors werc not cntitled to take advantage of the small companies exemption in preparing the
Directors’ Report or from the requirement to prepare a Strategic Report.

We have nothing to report in respect of these matters.

Use of our report

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

Matthew Hall (Senior Statutory Auditor)
For and on behalf of Deloitte LLP
Statutory Auditor

Cambndge United Klngdom

Date: = x{——:/j//l



PRIMER DESIGN-LIMITED- - - e

STATEMENT OF COMPREHENSIVE INCOME
Year ended 31 December 2018

2018 2017
Note : £2000 £000
Continuing operations
REVENUE 3 5,501 5,339
Cost-of sales (855) (1,065)
GROSS PROFIT 4,646 4,274
Distribuition costs ' (76) (83)
Exceptional costs  ~ 5 (2,973) 30)
Administrative expenses (3,067) (2,806)
/ » (6,116) (2,919)
OPERATING (LOSS)/ PROFIT 4 (1,470) 1,355
Finance cost ‘ 6 3) -
Finance income T 6 - 31 9
(LOSS)/PROFIT BEFORE TAX (1,442) 1,364
Tax on (loss)/profit 9 28) 7
TOTAL COMPREHENSIVE
(EXPENSE)INCOME FOR THE YEAR
1,371

ATTRIBUTABLE TO THE.COMPANY (1,470)

There were.no other items.of comprehensive income in. either the current-year or preceding year.



PRIMER DESIGN LIMITED

STATEMENT OF FINAN CIAL POSITION

As at 31 December 2018

NON-CURRENT ASSETS
Intangible assets
Property, plant and equipment

CURRENT ASSETS
Inventory

Trade and other receivables
Cash at bank and in hand

TOTAL ASSETS

CURRENT LIABILITIES
Trade and other payables

NON-CURRENT LIABILITIES
Deferred tax liabilities

TOTAL LIABILITIES

NET ASSETS

EQUITY

Called up share. capital
Share premium account
Retained earnings

EQUITY ATTRIBUTABLE TO OWNERS OF
THE COMPANY

Note

10

11

12
13

14

15

16

2018 2017
£000 £000
228 102
399 345
627 447
644 531
. 1,124 2,878
480 324
2,248 3,733
2,875 4,180
(582) (430)
(49) (36)
(631) (466)
2,244 3,714
1 1
42 42
2,201 3,671
2,244 3,714

The financial state_mén‘ts of Primer Design Limited, registered number 05228545, were approved by the Board of

Directors and authorised for issue on 7" August 2019.

Signed on behalf of the Board. of Dircctors

AN

A W Dyer

Director



PRIMER DESIGN LIMITED

STATEMENT OF CHANGES IN EQUITY

As at 31 December 2018
‘Called up Share
share capital premium Retained Total
£7000 account earnings equity
£000 £000 - £2000
Balance as at 1 January 2017 L 42. 2,300 2,343
Profit for the financial.year - - 1,371 1,371
Total comprehensive income for-the financial
year - - 1,371 1,371
Balance at -3!”Decem ber2017 1 42 3,671 3,714
Loss for:the financial year - - (1,470) (1,470)
Totdl comprehensive expense-for the financial )
year : - - (1,470) (1,470)
2 2,201

Balance at 31 December 2018 I

2,244

11



PRIMER DESIGN LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2018

1.  ACCOUNTING POLICIES

The principal accounting policies are summarised below. They have all been applied consistently throughout
the year and the preceding year.

General information and basis of accounting

Primer Design Limited is a private company limited by shares, incorporated in the United Kingdom ‘under the
Companies Act 2006 and is registered in England and Wales. The address of the registered office is given on
page 1.

The principal activity of the company and the nature of its operations are set out in the Directors’ Report on page
2.

The company meets the definition of a qual.ifying entity under FRS 100 (Financial Reporting Standard 100)
issued by the Financial Reporting Council. These financial statements were prepared in accordance with FRS
101 (Financial Reporting Standard 101) ‘Reduced Disclosure Framework’ as issued by the Financial Reporting
Council.

The financial statements have been prepared on the historical cost basis. Historical cost is generally based on the
fair value of the consideration given in exchange for the goods and services. The principal accounting policies
adopted are set out below.

As permitted by FRS 101, the company has taken advantage of the disclosure exemptions available under that
standard in relation to business combinations, share-based payment, non-current assets held for sale, capital
management, presentation of comparative information in respect of certain assets, presentation of a cash-flow
statement, standards not yet effective, impairment of assets and related party transactions. Where required,
equivalent disclosures are given in the group accounts of Novacyt SA. The group accounts of Novacyt SA are
available to the public and can be obtained as set out in note 20.

Amendments to IFRS Standards and the new Interpretation that are mandatorily effective for the
current year

Impact of initial application of IFRS 9 Financial Instruments

In the current year, the Company has applied IFRS 9 Financial Instruments (as revised in July 2014) and the
related consequential amendments to other IFRS Standards that are effective for an annual period that begins on
or after 1 January 2018. The transition provisions of IFRS 9 allow an entity not to restate comparatives.

IFRS 9 introduced new requirements for:

1. The classification and measurement of financial assets and financial liabilities,
2. Impairment of financial assets, and
3. General hedge accounting.

Details: of these new requirements as well as their impact on the Company’s financial statements are described
below.

The Company has applied IFRS 9 in accordance with the transition provisions set out in IFRS 9.
(a) Classification and measurement of financial assets

The date of initial application (i.e. the date on which the Company has assessed its existing financial assets and
financial liabilities in téerms of the requirements of IFRS 9) is 1 .January 2018. Accordingly, the Company has
applied the requirements of IFRS 9 to instruments that continue to be recognised as at 1 January 2018 and has
not applied the requirements to instruments that have already been derecognised as at 1 January 2018.

All recognised financial assets that are within the scope of IFRS 9 are required to be measured subsequently at
amortised cost or fair value on the basis of the entity’s business model for managing the financial assets and the
contractual cash flow characteristics of the financial assets,



PRIMER DESIGN LIMITED R

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2018

1. ACCOUNTING POLICIES (continued)

Amendments to IFRS Standards and the new Interpretation that are mandatorily effective for the
current year (continued)

Specifically:

o debt instruments that are held within a business model whose objective is to collect the contractual cash
flows, and that have contractual cash flows that are solely payments of principal and interest on the
principal amount outstanding, are measured subsequently at amortised cost;

¢ debt instruments that are held within a business model whose objective is both to collect the contractual

"cash flows and to sell the debt instruments, and that have contractual cash flows that are solely
payments of principal and interest on the principal amount outstanding, are measured subsequently at
fair value through other comprehensive income (FVTOCI);

o all other debt investments and equity investments are measured subsequently at fair value through
profit or loss (FVTPL).

Despite the foregoing, the Company. rriay make the following irrevocable election / designation at initial
recognition of a financial asset:

e the Company may irrevocably elect to present subsequent changes in fair value of an equity investment
that is not held for trading in other comprehensive income; and '

o the Company may irrevocably designate a debt investment that meets the amortised cost or FVTOCI
criteria as measured at FVTPL if doing so eliminates or significantly reduces an accounting mismatch.

The application of IFRS 9 has had no impact on the classification and measurement of the Company’s-financial
assets.

(b) Impairment of financial assets

In relation to the impairment of financial assets, IFRS 9 requires an expected credit loss model as opposed to an
incurred credit loss model under IAS 39. The expected credit loss model requires the Company to account for
expected credit losses and changes in those expected credit losses at each reporting date to reflect changes in
credit risk since initial recognition of the financial assets. In other words, it is no longer necessary for a credit
event to have occurred before credit losses are recognised.

Speciﬁcally,-IFRS 9 requires the Company to recogﬁise a loss allowance for expected credit losses on:

1. Debt investments measured subsequently at amortised cost; and,
2. Trade receivables and contract assets.

In particular, IFRS 9 requires the Company to measure the loss allowance for a financial instrument at an
amount equal to the lifetime expected credit losses (ECL) if the credit risk on that financial instrument has
increased significantly since initial recognition, or if the financial instrument is a purchased or originated credit-
impaired financial asset. However, if the credit risk on a financial instrument has not increased significantly
since initial recognition (except for a purchased or originated credit-impaired financial asset), the Company is
required to measure the loss allowance for that financial instrument at an amount equal to 12-months ECL. [FRS
9 also requires a simplified approach for measuring the loss allowance at an amount equal to lifetime ECL for
trade receivables and contract assets in certain circumstances.

The application of IFRS 9 has had no impact on the impairment of the Company’s financial liabilities.
(c) Classification and measurement of financial liabilities

A significant change introduced by IFRS 9 in the classification and measurement of financial liabilities relates to
the accounting for changes in the fair value of a financial liability designated as at FVTPL attributable to
changes in the credit risk of the issuer. Specifically, [FRS 9 requires that the changes in the fair value of the
financial liability that is attributable to changes in the credit risk of that liability be presented in other
comprehensive income, unless the recognition of the effects of changes in the liability’s credit risk in other
comprehensive income would create or enlarge an accounting mismatch in profit or loss.

The application of IFRS 9 has had no impact on the classification and measurement of the Company’s financial
liabilities.
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PRIMER DESIGN LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2018

1. ACCOUNTING POLICIES (continued)

Amendments to IFRS Standards and the new Interpretation that are- mandatorily cffective for the
current year (continued)

(d) General hedge accounting

The new general hedge accounting requirements retain the three types of hedge accounting. However, greater
flexibility has been introduced to the types of transactions eligible for hedge accounting, specifically broadening
the types of instruments that qualify for hedging instruments and the types of risk components of non-financial
items that are eligible for hedge accounting. In addition, the effectiveness test has been replaced with the
principle of an ‘economic relationship’. Retrospective assessment of hedge cffectiveness is also no longer
required. The company did not adopt any hedge accounting in either the current year or the preceding year.
Accordingly, the adoption of IFRS 9 has had no impact in rclation to hedge accounting.

Impact of application of IFRS 15 Revenue from Contracts with Customers

In the current year, the Company has applied [FRS 15 Revenue from Contracts with Customers (as amended in
April 2016) which is effective for an annual period that begins on or after 1 January 2018. IFRS 15 introduced a
5-step approach to revenue recognition. More prescriptive guidance has been added in IFRS 15 to deal with
specific scenarios. Details of the new requirements as well as their impact on the Company’s financial
statements are described below.

The Company has applied IFRS 15 in accordance with the fully retrospective transitional approach without
using the practical expedients for completed contracts in [FRS 15.C5(a) and (b), or for modified contracts in
IFRS 15.C5(c).

IFRS 15 uses the terms ‘contract asset’ and ‘contract liability’ to describe what might more commonly be known
as ‘accrued revenue’ and ‘deferred revenue’, however the Standard does not prohibit an entity from using
alternative descriptions in the statement of financial position.

The Company’s accounting policies for its revenue streams are disclosed in detail in note 3 below. Apart from
providing more extensive disclosures for the Company’s revenue transactions, the application of IFRS 15 has
not had a significant impact on the financial position and/or financial performance of the Company.

Impact of application of IFRS 16 Leases

TFRS 16 will have a material impact on the reported assets, liabilities and income statement. Furthermore,
extensive disclosures will be required by IFRS 16. Beyond this, it is not practicable to provide a reasonable
estimate of the effect of these standards until a detailed review has been completed.

Going concern
The company is financed by Novacyt SA, its parent company (together with its subsidiaries “the Group”).

Novacyt SA is financed by a combination of debt and equity. In April 2019, Novacyt SA entered into a
€5,000,000 convertible bond facility and immediately drew down €2,000,000, the proceeds of which will
primarily be used for general working capital purposes and to support planned growth of the Group’s business in
the short to medium term.

The directors of Novacyt SA have prepared a cash flow forecast which covers the period up to and including
July 2020 and includes a number of assumptions, including further bond issuances. Further bond issuances,
beyond the initial €2,000,000, are dependent on.certain conditions, such as a cool down period, and Novacyt
SA’s average daily volume and minimum share price prior to each draw down request. Having made appropriate
inquiries, the directors anticipate that Novacyt SA will be able to draw sufficient funds to support its working
capital requirements but, as they are outside of Novacyt SA’s direct control, the ability to do so constitutes a
material uncertainty.

Whilst the Directors have a reasonable expectation that the Company will have adequate resources to continue in
operational existence for the foreseeable future and therefore continue to adopt the going concern basis in
preparing these financial statements, the existence of this material uncertainty may cast significant doubt about
the Company’s ability to continue as a going concern, such that it may be unable to realise its assets and
discharge its liabilities in the normal course of business. In the event that the Company ceased to be a going
concern, it is expected that there would be material adjustments required to the financial statements.

14



PRIMER DESIGN LIMITED e

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2018

1.

ACCOUNTING POLICIES (continued)

Foreign currency
The financial statements are presented in pounds sterling, which is the currency of the primary economic
environment in which the Company operates (its functional currency).

Transactions in currencies other than the functional currency are recorded at the rate of exchange at the date of
the transaction. Monetary assets and liabilities denominated in foreign currencies at the statement of financial
position date are reported at the rates of exchange prevailing-at that date. Non-monetary items that are measured
in terms of historical cost,in a foreign currency are not retranslated.

Exchange differences are recognised in profit or loss in the period in which they arise.
Revenue
The Company recognises revenue from the provision of design, validation and supply of PCR kits and reagents.

Revenue is measured based on the consideration to which the Company expects to be entitled in a contract with
a customer and excludes amounts collected on behalf of third parties. The Company recognises revenue when it
transfers control of a product or service to a customer.

Contracted real-time PCR consultancy

. The company provides real-time PCR consultancy services to its. customers in exchange for a fee which is

generally dependent on the resource dedicated to the project. Revenue.on such contracts is recognised when the
services are rendered.

Product sales

The company recognises the revenue attributable to product sales upon shipment of the product, when there are
no specific vendor obligations remaining.

The amount, if any, by which the amount invoiced exceeds recorded revenue is shown within liabilities as
deferred income. The amount, if any, by which recorded revenue is in excess of amounts invoiced is shown
within receivables as accrued income.

Pension costs

For defined contribution schemes the amount charged to the statement of comprehensive income in respect of
pension costs and other post-retirement benefits is the contributions payable in the year. Differences between
contributions payable in the year and contributions actually paid are shown as either accruals or prepayments in
the statement of financial position. ’

Exceptional items

Exceptional items are those costs or incomes that, in the view of the Board of Directors, require separate
disclosure by virtue of their size or incidence, and are charged/credited in arriving at operating profit in the
historical financial information.

Leases

Rentals under operating leases are charged on a straight-line basis over the lease term, even if the payments are
not made on such a basis. Benefits received and receivable as an incentive to sign an operating lease are
similarly spread on a straight-line basis over the lease term.

Taxation

Current tax, including UK corporation tax and. foreign tax, is provided at amounts expected to be paid (or
recovered) using the tax rates and laws that have been enacted or substantively enacted by the statement of
financial position date. The tax currently payable is based on taxable profit for the year. Taxable profit differs
from net profit as reported in‘the statement of comprehensive income because it excludes items of income or
expense that are taxable or deductible in other years and it further excludes items that are never taxable or

deductible.
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PRIMER DESIGN LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 Dgcember 2018

1. ACCOUNTING POLICIES (continued)
Taxation (continued)

Deferred tax is the tax expected to be payable or recoverable on differences ‘between the carrying amounts of
assets and liabilities in the financial statements and the corresponding tax bases used in the computation of
taxable profit, and is accounted for using the statement of financial position liability method. Deferred tax
liabilities are generally recognised for all taxable temporary differences and deferred tax assets are recognised to
the extent that it is probable that taxable profits will be available against which deductible temporary differences
can be utilised. Such assets and liabilities are not recognised if the temporary difference arises from the initial
recognition of goodwill or from the initial recognition (other than in a business combination) of other assets and
liabilities in a transaction that affects neither the taxable profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at each statement of financial position date and reduced
to the extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the
asset to be recovered.

Deferred tax is calculated. at the tax rates that are expected to apply in the period when the liability is settled or
the asset is realised based on tax laws and rates that have been enacted or substantively enacted at the statement
of financial position date. Deferred tax is charged or credited in the statement of comprehensive income.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the
manner in which the Company expects, at the end of the reporting period, to recover or settle the carrying
.amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to income taxes levied by the same taxation authority and the
Company intends to settle its current tax assets and liabilities on a net basis.

Current tax and deferred tax for the year

Current and deferred tax are recognised in profit or loss, except when they relate to items that are recognised in
other comprehensive income or directly in equity, in which case, the current and deferred tax are also recognised
in other comprehensive income or directly in equity respectively.

Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired separately are carried at cost less ‘accumulated
.amortisation and accumulated impairment losses. Amortisation is recognised on a straight-line basis over their
estimated useful lives. The estimated useful life and amortisation method are reviewed at the end of each
reporting period, with the effect of any changes in estimate being accounted for on a prospective basis. The
estimated useful economic life of intellectual property is between 7 and 20 years and software, is 3 years.

Internally-generated intangible assets — research and development expenditure
Expenditure on research activities is recogmsed as an expense in the period in which it is mcurred

An internally-generated intangible asset arising from the company’s development (or from the development
phase of an internal project) is recognised if, and only if, all of the following conditions have been
demonstrated:

o the technical feasibility of completing the intangible assets so that it will be available for use or sale;
» the intention to complete the intangible asset and use or sell it;

e the ability to use or sell the intangible asset;

o how the intangible asset will generate probable future economic benefits;

e the availability of adequate technical, financial and other resources.to complete the development and to
use or sell the intangible assets; and

e the ability to measure reliably the expenditure attributable to the intangible asset during its
development.
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NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2018

1.

ACCOUNTING POLICIES (continued)
Internally-generated intangible assets — research and development expenditure (continued)

The amount initially recognised for internally-generated intangible assets is the sum of the expenditure incurred
from the date when the intangible asset first meets the recognition criteria listed above. Where no internally-

" generated intangible asset can be recognised, development expenditure is recognised in the profit and loss in the

period in which it is incurred. Subsequent to initial recognition, internally-generated intangible asséts are
reported at cost less accumulated amortisation and accumulated impairment losses, on a straight line basis, over
an estimated useful economic life of 3 years.

Derecognition of intangible assets

An intangible asset is derecognised on disposal, or when no future economic benefits are expected from use or
disposal. Gains or losses arising from derecognition of an intangible asset, measured as the difference between
the net disposal proceeds and the carrying amount of the asset, are recognised in profit or loss when the asset is
derecognised.

Property, plant and equipment

Fixtures and equipment are stated at cost less accumulated depreciation and any recognised impairment loss.

Depreciation is provided on all property, plant and equipment at rates calculated to write off the cost or
valuation, less estimated residual value, of each asset on a straight-line basis gver its expected useful life, as

_follows:
Leasehold improvements Period of lease
Laboratory equipment 20%
Computer equipment 33%
Office equipment 33%

Useful lives and residual values are reviewed at the end of every reporting period.
Impairment of tangible and intangible assets

At each statement of financial position date, the Company reviews the carrying amounts of its tangible and
intangible assets to determine whether there is any indication that those assets have suffered an impairment loss.
If any such indication exists, the recoverable amount of the asset is estimated to determine the extent of the
impairment loss (if any). Where the asset does not generate cash flows that are independent from other assets,
the company estimates the recoverable amount of the cash-generating unit to which the asset belongs. An
intangible asset with an indefinite useful life is tested for impairment at least annually and whenever there is an
indication that the asset may be impaired. -

Inventory

Inventories are stated at the lower of cost and net realisable value. Cost is determined on a first in, first out
basis. Net realisable value is based on estimated selling price. Provision is made for obsolete, slow-moving or
defective items where appropriate.

Financial assets

Trade and other receivables are classified as loans and receivables, these are ‘initially recognised at fair value.
Loans and receivables are subsequently measured at amortised cost using the effective interest method, less
provision for impairment. Any change in their value through impairment or reversal of impairment is
recognised in profit and loss.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets with
the exception of trade receivables, where the carrying amount is reduced through the use of an expected credit
loss allowance account. When a trade receivable is considered uncollectable, it is written- off against the
allowance account. Subsequent recoveries of amounts previously written off are credited against the allowance
account.
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PRIMER DESIGN LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2018

1. ACCOUNTING POLICIES (continued)
Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits, together with other short-term, highly
liquid investments that are readily convertible into known amounts of cash and which are subject to an
insignificant risk of changes in value.

Financial liabilities

Financial liabilities are obligations to pay cash or other financial assets and are recognised when the Company
becomes a party to the contractual provisions of the instrument.

Financial liabilities are recorded initially at fair value and subsequently at amortised cost using the effective
interest method, with interest-related charges recognised as an expense in finance costs in the profit and loss.

A financial liability is derecognised only when the obligation is extinguished.
Provisions

Provisions-are recognised when the Company has a.present obligation (legal or constructive) as a result.of a-past
event, it is probable that the Company will be required to settle that obligation and a reliable estimate can be
made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present
obligation at the statement of financial position date, taking into account the risks and uncertainties surrounding
the obligation. Where a provision is measured using the cash flows estimated to settle the present obligation, its
carrying amount:is the present value of those cash flows.

When some or all of the economic benefits required to settle a provision are expected to be recovered from a
third party, a receivable is recognised as an asset if it is virtually certain that reimbursement will be received and
the amount of the receivable can be measured reliably.

Equity
Equity comprises the following:

"Share capital" represents the nominal value of equity shares
"Share premium"” represents the consideration over the nominal value received on issue of shares, net of
expenses

e  “Capital redemption reserve” represents the nominal value of shares bought back by the company

e "Retained earnings" represents retained profits or losses.

2. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Company’s accounting policies, which are described in note 1, the directors are required
to ‘make judgements (other than those involving estimations) that have a significant impact on the amounts
recognised and to make estimates and assumptions about the carrying amounts of assets and liabilities that are
not readily apparent from other sources. The estimates and associated assumptions are based on historical
experience and other factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised if the revision affects only that period, or in the
period of the revision and future periods if the revision affects both current and future periods.
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NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2018

2. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Critical judgements in applying the Company’s accounting policies .

The following are the critical judgements, apart from those involving estimations (which are dealt with
separately below), that the directors have made in the process of applying the Company’s accounting policies
and that have the most significant effect on the amounts recognised in the financial statements.

Capitalisation of development costs

As described in note 1, development costs are capitalised and subsequently amortised when they meet the
various recognition criteria, in accordance with IAS 38 ‘Intangible assets’. In doing this, the directors are
required to assess whether the related intangible assets will generate probable future economic benefits, which
requires certain-assumptions and judgements to be made. The amount of capitalised development costs is set out
in note 10.

Key sources of estimation uncertainty
The key assumptions concerning the future, and other key sources of estimation uncertainty at the statement of

financial position date, that have a 31gn1ﬁcant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the.next financial year, are discussed below.

Trade receivables — recoverability

The nature of the company’s business activities is such that it sells to a number of developing countries — it is
not unusual for amounts due from customers in such territories to take a number of months to be settled. The
company had overdue debtors of £712k (2017 - £738k) outstanding at the balance sheet date, of which £381k
(2017 - £647k) remained unpaid as at the date of approval of these financial statements; based on our ongoing
discussions and correspondence with the relevant customers, together with other evidence and relevant factors
(including past payment history), we do not consider that there are any indications of material impairment to any
of the outstanding amounts.

~

3. REVENUE

All of the company’s revenue, in both the current year and the prior year, was derived from the Company’s
principal activity.

Furthermore, all revenue was derived from the provision of services and goods. and was recognised at a point in
time. -

An analysis of the Company’s turnover by geographical market is set out below.

2018 2017
£000 £000

Revenue:
Geographical market Africa 252 318
Geographical market Europe 2,487 2,217
Geographical market Asia-Pacific : 1,134 1,451
Geographical market America 1,396 1,044
Geographical market Middle East 232 . 309
5,501 5,339
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NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2018

4.

OPERATING (LOSS)/ PROFIT
2018

‘ £°000
Operating (loss) / profit is after charging (crediting):
Amortisation of intangible fixed assets 39
Depreciation:of tangible fixed assets: : 118
Net (gain)/loss on foreign currency translation 39)
Research.and development costs . 209
Operating lease rentals - 105
Cost of inventories recognised as-an expense: ' 505

2017

£000

17
102
25
448
107
701

Auditor’s remuneration for the audit of the company’s‘annual accounts, amounted to £23k (2017 - £27k). There

were no non-audit: fees in either the.current year or preceding year.

EXCEPTIONAL COSTS

2018 2017
£000 £2000
Warrants paid - (30).
Redundancy (85) -
Provision against intercompany loans (2,887)
Other - (1 -
(2,973) (30)

~

The redundancy costs incurred in. 2018 relate to the one-off restructuring of the commercial function w‘ithin the
business:.In addition, a-provision of £2,887k was made against amounts receivable from group companies.

FINANCE COSTS AND FINANCE INCOME

2018 2017
£000 £000
Interest payable and similar charges
Interest on intercompany loan (3) -
Investment income
Interest on intercompany loan. 31 9
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NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2018

EMPLOYEE REMUNERATION

2018 2017
No No
The average monthly number of persons employed by the
company, including directors, during the year was as follows:
Production 9 15
Research and development 8 6
Administration 13 8
Sales and marketing 16 9
46 38
£000 £°000
The aggregate staff costs were as follows: -
‘Wages and salaries 1,567 1,440
Social security. costs 173 152
Pension costs 53 42
Other benefits 7 8
1,800 1,642
DIRECTORS' REMUNERATION
2018 2017
£°000 £'000
Emoluments 3 224
Company contributions to money purchase schemes - 12
3 236
No No
Number of directors accruing retirement benefits under the money
- 1

purchase pension scheme

The highest paid director received total emoluments of £3k (2017 - £146k) and £nil (2017 - £12k) were made

to. that director’s money purchase pension scheme in the current year.

During the year most of the directors or key management personnel did not receive any emoluments from the
company. They are remunerated. through the parent company and details of their emoluments as directors of the:

group are shown in the accounts of that company.

No director received shares for qualifying services or exercised any share options in either the current or prior

year.
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NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2018

"9, TAX ON (LOSS)/ PROFIT
Tax charge/(credit) for the year

Current taxation
Adjustments to tax charge in respect of previous years

Deferred tax
Origination and reversal of-temporary differences

Factors a_ffeéting‘the tax charge/(credit) for the year

2018 2017
£2000 £7000
15 2
13 ©9)
28 0

The tax assessed on the (loss) / profit for the year differs from the blended standard rate of corporation tax in

the UK. The differences are explained below:

(Loss)/Profit before taxation

(Loss)/Profit at the blended standard rate of corporation tax in the
UK of 19% (2017:.19.25%)

Effect of:

Depreciation in excess of capital allowances
Expenditure not deductible

R&D tax credit

Adjustments to tax charge in respect of previous years
Group relief

Totai tax charge for year

In recent years the UK Government has steadily reduced the rate of UK corporation tax, with the latest rates
substantively enacted by the balance sheet date being20% with effect from 1 April 2015, 19% effective from:
1 April 2017 and 17% effective from 1 April 2020 as inacted by the Finance Act 2019, that gained Royal
assent in February 2019. The closing deferred tax assets and liabilities have been calculated at 17% on the

basis that this is the rate at which these assets and liabilities are expected.to. unwind.

2018 2017
£2000 £000
(1,442) 1,364
(274) 263
(15) 2
549 -
(53) (112)
15 2
(207) (153),
15 2
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10.

11.

At'31 December 2017 ' 156 151 38

INTANGIBLE ASSETS
Intellectual _
Software property Total
£000 £000 £000
C_ost
At 1 January:2018 35 131 166
Additions 51 ‘114 165
At 31 December 2018 86 245 331
* Amortisation
At | January 2018 17 47 64
Charge for the year 20 19 39
At 31 December 2018 37 T 66 103
Net book value
At31 December 2018 49 179 228
At 31 December 2017 18 84 102
PROPERTY, PLANT AND EQUIPMENT .
Short-term Computer
leasehold and
improve- Laborator- office
ments y equipment Total
£°000 equipment _£°000 £2000
£000
Cost -
At 1 January 2018 191 432 106 729
Additions ‘ 15 140 17 172
At31 December 2018 206 572 123 901
Depreciation
At 1 January 2018 35 281 68 384
Charge for the year ‘ 20 : 70 28 118
At31 December 2018 55 351 96 502
Net book value
At 31 December 2018 . I51 221 27 399
345
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NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2018

12. INVENTORY

Raw materials
Work in progress
Finished .goods

2018 2017
£000 £°000
404 198
199 9
41 324
644 531

There is no provision against inventory. The cost of inventories recognised as.an expense and included in “cost

of sales” amounted to £505k (2017 - £701k),

13. TRADE AND OTHER RECEIVABLES

Current:
Trade receivables, gross
Provision for doubtful debts

Trade receivables

Amounts due from group undertakings
Other receivables

Prepayments and accrued income

2018 2017
£2000 £2000
1,039 1,059
- 2
1,039 1,057
3 1,538

- 61

82 222
1,124 2,878

The carrying value of trade receivables is considered a reasonable approximation of fair value. All of the
receivables have been reviewed for indicators of impairment. Certain trade receivables were found to be

impaired and a provisions for doubtful debts have been recorded as follows.

Under a Management Services Agreement, the companies within the Novacyt group provide services, which are
recharged across the group, plus the group operates a cash pooling function across all its companies. Interest on
any group undertaking balances is charged at 3% above the Bank of England base rate. Any balance-is payable

on demand. No security is held.

Provision at | January
Charge in year
Written off in year
Recovered in year

Provision at 31 December

2018 2017
£2000 £2000
2 -

. 2

(1) -

€)) -

; 2
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13. 'TRADE AND OTHER RECEIVABLES (continued)

In addition, someé of the unimpaired trade receivables are past due as at the reporting date. The age of financial
assets past due but not impaired is as follows:

2018 2017
£°000 £000
Not more than 3 months 264 719
More than 3 months but not more than 6 months : 10. 13
More than 6 months butnot more than 1 year ) - ] 2
More than | year ‘ 438 4
712 738

14. TRADE AND OTHER PAYABLES
2018 2017
£000 £2000
Trade payables 185 201
Amounts due to group undertakings 119 33
Taxation and social security 40 31
Other payables 58 6
.Accruals and deferred income - 180 159
582 430

The carrying amount of trade and other payables is considered to approximate to fair value. -
As at 31 December 2018 the Company's financial liabilities all have contractual maturities due within 6 months.

Under a Management Services Agreement, the companies: within the Novacyt group provide services, which are
recharged across the group, plus the group operates a cash pooling function across.all its companies. Interest on
any group undertaking balances. is charged at 3% above the Bank of England base rate. Any balance is payable
on demand. No security is held.

15. DEFERRED TAX LIABILITIES

2018 2017
£000 £000
Movement in year
At 1 January ’ 36 45
Charge to statement of comprehensive income ) : 13 ()
At3]1 December 49 36
The amounts of deferred tax provided are.as follows:
2018 2017
£'000 £°000
Accelerated capital allowances : 49 36
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16.

17.

18.

19.

20.

CALLED UP SHARE CAPITAL
2018 2017
: £
Called up, authorised, allotted and fully paid :
105,600 ordinary ‘A’ shares of £0.01 each 1,056 1,056
16,040 ordinary ‘B’ shares of £0.01 each ) 160 160
1,216 1,216

RELATED PARTY DISCLOSURES
Remuneration of key management personnel

The directors and key management personnel are remunerated through the parent company and details of their
emoluments as directors of the group are shown .in the accounts of that company:

OPERATING LEASE ARRANGEMENTS

The Company’s future aggregate minimum lease payments under non-cancellable operating leases are as
follows:

Land and buildings " Other
2018 2017 2018 T 2017
£000 £2000 £000 £000
within one year 177 102 10 10
between two and five years 534 . 196 17 12
711 298 27 22

The lease expense for the year was £105k (2017 - £107k).

SUBSEQUENT EVENTS

On 23 April 2019, the parent company Novacyt SA entered into a Convertible Bonds with Warrants Funding
Programme, for up to €5,000,000 (net of expenses). Under the terms of the Agreement, the parent company will
be able to access capital in seven tranches which oblige the Investment Managers to immediately subscribe for
an initial tranche of €2,000,000, followed by six further tranches, each of an aggregate nominal value of
€500,000 (together the “Tranches”), drawable at the parent company’s option subject to certain terms and
conditions. The parent company has immediately exercised its right to the initial tranche of funding giving rise
to the subscription of €2,000,000 of convertible bonds with warrants by the Investment Managers. The
remaining €3,000,000 of convertible bonds can be issued by the parent company over the next 36 months
following the closing of the Agreement.

ULTIMATE PARENT AND CONTROLLING PARTY
The company is a subsidiary undertaking of Novacyt SA, a company incorporated in France.

The largest and smallest group in which the results of the company are consolidated, for the year ended 31
December 2018, was that headed by Novacyt SA. The consolidated accounts of Novacyt SA are available to the
public and may be obtained from Immeuble le Nungesser, 13 Avenue Morane Saulnier, 78140, Velizy-
Villacoublay, France. The ultimate parent company and controlling party at the date of approval of these
financial statements was Novacyt SA.
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