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THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. If you are in any doubt
about the contents of this document you should consult a person authorised under the FSMA who
specialises in advising on the acquisition of shares and other securities. This document, which comprises
an AIM admission document, has been drawn up in accordance with the AIM Rules and does not constitute
a prospectus under the Prospectus Rules published by the FCA and has not been approved by or filed with
the FCA. The definitions used in this document are at pages 7 to 11.

The Company, whose registered office appears on page 6, and the Directors, whose names appear on page 6, accept
responsibility for the information contained in this document, including individual and collective responsibility for the
Company’s compliance with the AIM Rules. To the best of the knowledge and belief of the Company and the Directors
(each of whom have taken all reasonable care to ensure that such is the case), the information contained in this document
is in accordance with the facts and does not omit anything likely to affect the import of such information.

Application has been made for all of the Enlarged Share Capital to be admitted to trading on AIM. It is
expected that Admission will become effective and that dealings in the Ordinary Shares will commence on
AIM on 8 December 2014.

AIM is a market designed primarily for emerging or smaller companies to which a higher investment risk
tends to be attached than to larger or more established companies. AIM securities are not admitted to the
Official List of the United Kingdom Listing Authority. The London Stock Exchange has not itself examined
or approved the contents of this document. The rules of AIM are less demanding than those of the Official
List. The Ordinary Shares are not traded on any other recognised investment exchange and no application
has been made for the Ordinary Shares to be listed on any other recognised investment exchange.

Each AIM company is required pursuant to the AIM Rules to have a nominated adviser. The nominated
adviser is required to make a declaration to the London Stock Exchange on admission in the form set out
in Schedule Two to the AIM Rules for Nominated Advisers.

A prospective investor should be aware of the risks of investing in such companies and should make the
decision to invest only after careful consideration and, if appropriate, consultation with an independent
financial adviser. Your attention is drawn in particular to the risk factors set out in Part II of this document,
however, the whole text of this document should be read.

Midatech Pharma PLC
(a company incorporated in England and Wales under the Companies Act 2006 with company number 09216368)

Placing of 11,985,019 Ordinary Shares at 267 pence per share

Acquisition of Q Chip Limited

Admission to trading on AIM

Nominated Adviser and Broker

Ordinary share capital immediately following Admission

Issued and fully paid

Number Amount

Ordinary Shares of 0.005 pence each 27,794,260 £1,389.71

Panmure Gordon, which is regulated by the FCA, is acting as nominated adviser and broker to the Company and will
not be responsible to any person other than the Company for providing the protections afforded to its customers or for
advising any other person on the contents of this document or any transaction or arrangement referred to herein.
Panmure Gordon has not authorised the contents of any part of this document for the purposes of the AIM Rules. The
responsibilities of Panmure Gordon as the Company’s nominated adviser and broker under the AIM Rules are owed
solely to the London Stock Exchange and are not owed to the Company or any Director, Shareholder or any other
person in respect of a decision to subscribe for Ordinary Shares in the Company. Panmure Gordon is not making any
representation or warranty, express or implied, as to, and no liability whatsoever is accepted by Panmure Gordon for,
the accuracy of any information or opinions contained in this document or for the omission of any material information
from this document for which the Company and the Directors are solely responsible. Panmure Gordon will not be offering
advice and will not otherwise be responsible for providing customer protections to recipients of this document in respect
of any acquisition of Ordinary Shares.



This document does not constitute an offer to sell, or the solicitation of an offer to buy, securities in any
jurisdiction in which such offer or solicitation is unlawful and, in particular, is not for distribution into the
United States of America, Canada, Australia, the Republic of South Africa, the Republic of Ireland or Japan.
The Ordinary Shares have not been and will not be registered under the United States Securities Act 1933
(as amended) nor under the applicable securities laws of the United States of America or any province or
territory of Canada, Australia, the Republic of South Africa or Japan, nor in any country or territory where
to do so may contravene local securities laws or regulations and will not be made to any national, resident
or citizen of the United States of America, Canada, Australia, the Republic of South Africa or Japan. The
distribution of this document in other jurisdictions may be restricted by law and therefore persons into
whose possession this document comes should inform themselves about and observe any such restriction.
Any failure to comply with these restrictions may constitute a violation of the securities law of any such
jurisdictions. The Ordinary Shares have not been approved or disapproved by the SEC, any state securities
commission in the United States or any other US regulatory authority, nor have any of the foregoing
authorities passed upon or endorsed the accuracy or adequacy of this Admission Document. Any
representation to the contrary is a criminal offence in the United States.

In making any investment decision in respect of the Ordinary Shares, no information or representation should be relied
upon other than as contained in this document. No person has been authorised to give any information or make any
representation other than that contained in this document and, if given or made, such information or representation
must not be relied upon as having been authorised.

Neither the Company nor the Directors are providing prospective investors with any representations or warranties or
any legal, financial, business, tax or other advice. Prospective investors should consult with their own advisers as needed
to assist them in making their investment decision and to advise them whether they are legally permitted to purchase
the Ordinary Shares.
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IMPORTANT INFORMATION

Investment in the Company carries risk. There can be no assurance that the Company’s strategy will be
achieved and investment results may vary substantially over time. Investment in the Company is not intended
to be a complete investment programme for any investor. The price of the Ordinary Shares and any income
from Ordinary Shares can go down as well as up and investors may not realise the value of their initial
investment. Prospective Shareholders should carefully consider whether an investment in Ordinary Shares
is suitable for them in light of their circumstances and financial resources and should be able and willing to
withstand the loss of their entire investment (see further under “Part II: Risk Factors”).

Potential investors contemplating an investment in the Ordinary Shares should recognise that their market
value can fluctuate and may not always reflect their underlying value. Returns achieved are reliant upon the
performance of the Group. No assurance is given, express or implied, that Shareholders will receive back
the amount of their investment in the Ordinary Shares.

If you are in any doubt about the contents of this document you should consult a person authorised under
FSMA, who specialises in advising on the acquisition of shares and other securities.

Investment in the Company is suitable only for financially sophisticated individuals and institutional investors
who have taken appropriate professional advice, who understand and are capable of assuming the risks of
an investment in the Company and who have sufficient resources to bear any losses which may result
therefrom.

Potential Shareholders should not treat the contents of this document as advice relating to legal, taxation,
investment or any other matters. Potential Shareholders should inform themselves as to: (a) the legal
requirements within their own countries for the purchase, holding, transfer, redemption, conversion or other
disposal of Ordinary Shares; (b) any foreign exchange restrictions applicable to the purchase, holding, transfer
or other disposal of Ordinary Shares that they might encounter; and (c) the income and other tax
consequences that may apply in their own countries as a result of the purchase, holding, transfer or other
disposal of Ordinary Shares. Potential Shareholders must rely upon their own representatives, including their
own legal advisers and accountants, as to legal, tax, investment or any other related matters concerning
the Company and an investment therein.

Statements made in this document are based on the law and practice currently in force in England and
Wales and are subject to changes therein.

This document should be read in its entirety before making any investment in the Company.

Certain statements contained herein are forward looking statements and are based on current expectations,
estimates and projections about the potential returns of the Group and industry and markets in which the
Group will operate, the Directors’ beliefs and assumptions made by the Directors. Words such as “expects”,
“anticipates”, “should”, “intends”, “plans”, “believes”, “seeks”, “estimates”, “projects”, “pipeline”, “aims”,
“may”, “targets”, “would”, “could” and variations of such words and similar expressions are intended to
identify such forward looking statements and expectations. These statements are not guarantees of future
performance or the ability to identify and consummate investments and involve certain risks, uncertainties,
outcomes of negotiations and due diligence and assumptions that are difficult to predict, qualify or quantify.
Therefore, actual outcomes and results may differ materially from what is expressed in such forward looking
statements or expectations. Among the factors that could cause actual results to differ materially are: the
general economic climate, competition, interest rate levels, loss of key personnel, the result of legal and
commercial due diligence, the availability of financing on acceptable terms and changes in the legal or
regulatory environment. These forward-looking statements speak only as at the date of this document. The
Company expressly disclaims any obligation or undertaking to disseminate any updates or revisions to any
forward-looking statements contained herein to reflect any change in the Group’s expectations with regard
thereto or any change in events, conditions or circumstances on which any such statements are based
unless required to do so by applicable law or the AIM Rules.
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EXPECTED TIMETABLE OF PRINCIPAL EVENTS

Publication of Admission Document 3 December 2014

Issue of the VCT/EIS Placing Shares 5 December 2014

Issue of the Principal Placing Shares 8 December 2014

Admission becomes effective and dealings in the Enlarged 8.00 a.m. on 8 December 2014
Share Capital expected to commence on AIM

Expected date for CREST accounts to be credited (where applicable):

VCT/EIS Placing Shares on 5 December 2014

Principal Placing Shares on 8 December 2014

Despatch of definitive share certificates (where applicable) by 15 December 2014

Each of the times and dates in the above timetable are subject to change without further notice. All times
are London times unless otherwise stated.

PLACING AND Q CHIP ACQUISITION STATISTICS

Placing Price per Placing Share 267 pence

Number of Existing Ordinary Shares 9,985,372

Number of Placing Shares to be issued by the Company pursuant to the Placing 11,985,019

Number of Initial Consideration Shares to be issued by the Company pursuant 5,077,122
to the Q Chip Acquisition

Number of Ordinary Shares issued to the holder of the A Preference Shares 746,747

Number of Ordinary Shares in issue following Admission1 27,794,260

Number of Deferred Consideration Shares proposed to be issued by the 299,624
Company pursuant to the Q Chip Acquisition2

Percentage of Enlarged Share Capital1 represented by Placing Shares 43.1 per cent.

Gross proceeds of the Placing receivable by the Company £32.0 million

Estimated net proceeds of the Placing receivable by the Company £29.8 million

Estimated market capitalisation, upon Admission, of the Company £74.2 million

TIDM MTPH

ISIN GB00BRTL9B63

SEDOL BRTL9B6

Website www.midatechpharma.com

Notes

1. Excludes the Deferred Consideration Shares not in issue at Admission.

2. The maximum number of Deferred Consideration Shares that may be issued. See paragraph 8 of Part VII for further information
regarding the Deferred Consideration Shares pursuant to the Q Chip Acquisition.
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DIRECTORS, SECRETARY AND ADVISERS

Directors: Rolf Stahel, Non-executive Chairman
James (Jim) Neil Phillips, Chief Executive Officer
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Trading Address: 99 Park Drive, Milton Park

Abingdon
Oxfordshire OX14 4RY
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United Kingdom
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8 Clifford Street
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London EC2M 5SY
United Kingdom

Registrar: Neville Registrars Limited
Neville House
18 Laurel Lane
Halesowen B63 3DA
United Kingdom
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DEFINITIONS

“€” and “Euro” the lawful currency for the time being of the European Union

“2006 Act” or “Companies Act” the Companies Act 2006, as amended

“A Preference Shares” the 1,000,000 A preference shares of £1.00 each in the capital of
the Company as at the date of this document, as set out in
paragraph 3.2 of Part VII of this document

“Admission” the admission of the Enlarged Share Capital to trading on AIM
becoming effective in accordance with the AIM Rules for Companies

“Admission Document” this document

“AIM” a market of that name operated by the London Stock Exchange

“AIM Rules” the AIM Rules for Companies and AIM Rules for Nominated
Advisers, as appropriate

“AIM Rules for Companies” the rules for AIM companies published by the London Stock
Exchange

“AIM Rules for Nominated Advisers” the rules for nominated advisers to AIM companies published by the
London Stock Exchange

“Articles” the articles of association of the Company adopted on 2 December
2014, a summary of which is set out in paragraph 5.2 of Part VII of
this document

“Audit Committee” the audit committee of the Board

“Business Day” a day other than a Saturday, Sunday or other day when banks in the
City of London, England are not generally open for business

“CAGR” compound annual growth rate

“certificated” or “certificated form” is the description of a share or other security which is not in
un-certificated form (that is not in CREST)

“Consideration Shares” together, the Initial Consideration Shares and the Deferred
Consideration Shares

“Company” or “Midatech” Midatech Pharma PLC

“Corporate Governance Guidelines” the corporate governance guidelines for AIM companies published
by the QCA in May 2013

“CREST” the relevant system (as defined in the Uncertificated Securities
Regulations 2001) in respect of which Euroclear UK & Ireland is the
operator (as defined in the Uncertificated Securities Regulations
2001)

“CREST Regulations” the Uncertificated Securities Regulations 2001, including (i) any
enactment or subordinate legislation which amends or supersedes
those regulations; and (ii) any applicable rules made under those
regulations or any such enactment or subordinate legislation for the
time being in force
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“Deferred Consideration Shares” up to 299,624 new Ordinary Shares (subject to adjustment as
described in paragraph 8 of Part VII of this document) proposed to
be issued by the Company to the sellers of Q Chip pursuant to the
Q Chip Acquisition Agreement, at the dates specified in paragraph
8 of Part VII of this document

“Deferred Shares” Deferred Shares of £1 each in the capital of the Company as at
Admission as described in paragraph 5.2.16 of Part VII of this
document

“Directors” or “Board” the directors of the Company as at the date of this document, whose
names and functions are set out on page 6 of this document

“EBITDA” earnings before interest, depreciation and amortisation

“EIS” Enterprise Investment Scheme under the provisions of Part 5 of the
Income Tax Act 2007

“Enlarged Share Capital” the 27,794,260 Ordinary Shares in issue at the date of Admission,
comprising the Existing Ordinary Shares, the Initial Consideration
Shares, the Preference Exchange Shares and the Placing Shares

“EU” or “European Union” has the meaning given to it in Article 299(1) of the Establishing the
European Economic Community Treaty as amended by, among
others, the Treaty on European Unity (the Maastricht Treaty), the
Treaty of Amsterdam and the Treaty of Lisbon

“Euroclear UK & Ireland” Euroclear UK & Ireland Limited

“Executive Directors” the executive directors of the Company as at the date of this
document, namely Jim Phillips and Nick Robbins-Cherry

“Existing Ordinary Shares” the 9,985,372 Ordinary Shares in issue as of the date of this
document

“FCA” the UK Financial Conduct Authority

“FSMA” the United Kingdom Financial Services and Markets Act 2000, as
amended

“Group” the Company and its subsidiaries, as enlarged by the Q Chip
Acquisition upon Admission

“HMRC” Her Majesty’s Revenue & Customs

“IFRS” International Financial Reporting Standards, as adopted for use in
the European Union

“Initial Consideration Shares” the 5,077,122 new Ordinary Shares to be issued by the Company
to the sellers of Q Chip on Admission, pursuant to the Q Chip
Acquisition Agreement

“Investment Company Act” the United States Investment Company Act of 1940, as amended

“IP” intellectual property

“ISIN” international security identification number

“Lock-in and Orderly Market the lock-in and orderly market agreements between the Company,
Agreements” and certain persons, summary details of which are set out in

paragraphs 17.6.1 to 17.6.3 of Part VII of this document
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“ITEPA” Income Tax (Earnings and Pensions) Act 2003

“London Stock Exchange” London Stock Exchange plc

“MidaSol Therapeutics” MidaSol Therapeutics GP, a company incorporated in Grand
Cayman

“Midatech Limited” Midatech Limited, a company incorporated in England and Wales
(registered number 04097593)

“MonoSol” MonoSol RX, LLC, a Delaware limited liability company

“Nominated Adviser” or “Nomad” Panmure Gordon (UK) Limited, a company incorporated in England 
or “Panmure Gordon” and Wales (registered number 4915201) and having its registered

office at One New Change, London EC4M 9AF

“Nominated Adviser and Broker the agreement between the Company and Panmure Gordon dated 
Agreement” 2 December 2014 pursuant to which the Company has appointed

Panmure Gordon to act as nominated adviser and broker to the
Company for the purposes of the AIM Rules for Companies and for
the purpose of making the application for Admission

“Non-executive Directors” the non-executive directors of the Company as at the date of this
document, namely Rolf Stahel, Jeff Brown, John Johnston, Michele
Luzi, Pavlo Protopapas, Simon Turton and Sijmen de Vries

“Official List” the Official List of the UK Listing Authority

“Options” rights to acquire (whether by subscription or market purchase)
Ordinary Shares pursuant to the Share Schemes as described in
paragraph 11 of Part VII of this document

“Ordinary Shares” ordinary shares of 0.005 pence each in the share capital of the
Company

“Orderly Market Agreement” the orderly market agreement between the Company, Bradman
Continuum (H) Limited and Panmure Gordon, summary details of
which are set out in paragraph 17.7 of Part VII of this document

“Panel” the UK Panel on Takeovers and Mergers

“Panmure Gordon” Panmure Gordon (UK) Limited, nominated adviser and broker to the
Company, a company incorporated in England and Wales (registered
number 4915201) and having its registered office at One New
Change, London EC4M 9AF

“Patent Attorney’s Report” means the report set out in Part III of this document

“Patent Family” means the patent families as described in the Patent Attorney’s
Report

“Placees” subscribers for the Placing Shares, as procured by Panmure Gordon
on behalf of the Company pursuant to the Placing Agreement

“Placing” the conditional placing of the Placing Shares by Panmure Gordon,
at the Placing Price pursuant to the Placing Agreement

“Placing Agreement” the conditional agreement dated 3 December 2014 between the
Company, the Directors and Panmure Gordon relating to the Placing,
summary details of which are set out in paragraph 17.4 of Part VII
of this document
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“Placing Price” 267 pence per Placing Share

“Placing Shares” the Principal Placing Shares and the VCT/EIS Placing Shares

“Preference Exchange Shares” the 746,747 Ordinary Shares issued to the holder of the A
Preference Shares in the satisfaction of a debt representing an
accrued dividend on shares in Midatech Limited and redemption
amount

“Preference Share Conversion” the conversion of 1,000,000 A Preference Shares into 1,000,000
Deferred Shares

“Principal Placing Shares” the 10,755,027 new Ordinary Shares to be issued to Placees
pursuant to the Placing

“Prohibited Territories” United States, Canada, Australia, South Africa, the Republic of
Ireland, Japan and any other jurisdiction where the distribution of
this document or the offer of Ordinary Shares (or any transaction
contemplated thereby and any activity carried out in connection
therewith) would breach applicable law

“Prospectus Directive” the Prospectus Directive (2003/71/EC)

“Prospectus Rules” the prospectus rules of the Financial Conduct Authority made under
Part VI of the FSMA

“QCA” the Quoted Companies Alliance

“Q Chip” Q Chip Limited, a company incorporated in England and Wales with
company number 04929486

“Q Chip Acquisition” the acquisition by the Company of the entire issued share capital of
Q Chip pursuant to the Q Chip Acquisition Agreement

“Q Chip Acquisition Agreement” the agreement dated 17 November 2014, between the Company
and those parties described in paragraph 8 of Part VII of this
document pursuant to which the Company has conditionally agreed
to acquire the entire issued share capital of Q Chip together with its
subsidiaries

“Q Sphera” proprietary technology for manufacturing sustained release products

“Registrar” Neville Registrars Limited, a company incorporated in England and
Wales with company number 04770411

“Securities Act” the United States Securities Act of 1933, as amended

“Senior Independent Simon Turton
Non-executive Director”

“Share Exchange Agreement” means the agreement described in paragraph 17.1 of Part VII of this
document

“Shareholders” a holder of Ordinary Shares

“Share Schemes” the Midatech Pharma PLC 2014 Enterprise Management Incentive
Scheme and the Midatech Limited Enterprise Management Incentive
Scheme, details of which are set out in paragraph 11 of Part VII of
this document

“Subsidiary” as defined in sections 1159 of the Companies Act
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“Takeover Code” the City Code on Takeovers and Mergers published by the Takeover
Panel

“Takeover Panel” the Panel on Takeovers and Mergers

“TIDM” tradable investment display mnemonic

“UK” or “United Kingdom” the United Kingdom of Great Britain and Northern Ireland

“UK Corporate Governance Code” the UK Corporate Governance Code published by the Financial
Reporting Council

“UK Listing Authority” the Financial Conduct Authority acting in its capacity as the
competent authority for the purposes of Part VI of the FSMA and in
the exercise of its functions in respect of admission to the Official
List

“uncertificated” or “in uncertificated a share or shares recorded on the register of members as being held 
form” in uncertificated form in CREST, entitlement to which, by virtue of

the Uncertificated Securities Regulations, may be transferred by
means of CREST

“Uncertificated Securities the Uncertificated Securities Regulations 2001 (SI/2001/3755)
Regulations”

“United Kingdom”, “UK” or “GB” the United Kingdom of Great Britain and Northern Ireland

“£”, “pound”, “p” or “pence” British pound sterling, the legal currency of the United Kingdom

“United States” or “US” the United States of America, its territories and possessions, any
state in the United States, the District of Columbia and other areas
subject to its jurisdiction

“VCT” a Venture Capital Trust, as defined in Part 6 of the Income Tax Act
2007

“VCT Scheme” Venture Capital Trust Scheme under the provisions of Part 6 of the
Income Tax Act 2007

“VCT/EIS Placing Shares” the 1,229,992 new Ordinary Shares to be issued to those Placees
comprising certain VCTs and others seeking EIS relief

“Warrant Exchange Shares” means those shares in the Company issued pursuant to the Warrant
Exchange Agreement described in paragraph 17.3 of Part VII of this
document
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GLOSSARY OF TECHNICAL TERMS

“μm” micrometre, a unit of length equalling 1 x 10-6 of a metre

“absorption” in pharmacology, it is the movement of a drug into the bloodstream

“acromegaly” a condition in which the body produces too much growth hormone,
leading to excess growth of body tissues over time

“API” active pharmaceutical ingredient, being the substance in a
pharmaceutical drug that is biologically active and intended to furnish
pharmacological activity

“astrocytes” neuroglial cells that contiguously tile the entire central nervous
system

“bioavailability” the proportion of a drug or other substance which enters the
circulation when introduced into the body and so is able to have an
active effect

“biocompatible” not having harmful or toxic effects on biological tissue

“cancer” a disease that is caused by the uncontrolled division of abnormal
cells that can then invade adjoining tissues, of which there are more
than 200 different types

“carcinoid” a type of slow-growing cancerous tumour specific to the
neuroendocrine system

“carcinoma” a type of cancer that develops from the epithelial cells, beginning in
the skin or in tissues that line or cover internal organs

“carcinomatosis” a condition in which multiple carcinomas develop simultaneously,
disseminating from the primary source

“cGMP” current good manufacturing practices, regulations enforced by the
regulatory authorities

“chemoembolisation” a procedure whereby the blood supply to the tumour is then blocked
by injection of an embolising agent

“CNS” central nervous system, the part of the nervous system consisting
of the brain and spinal cord

“conjugate” a chemical compound that has been formed by the covalent joining
of two or more compounds

“cytokines” a broad category of small proteins that are important in cell signalling

“cytosol” the liquid found inside biological cells

“cytotherapy” the introduction of new cells into a tissue in order to treat a disease

“cytotoxic” the effect of being toxic to cells

“diabetes” diabetes mellitus, a group of metabolic diseases in which there are
high blood sugar levels over a prolonged period
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“endocrine” the collection of glands of an organism that secrete hormones
directly into the circulatory system to be carried towards a distant
target organ

“endocrinology” a branch of biology and medicine dealing with the endocrine system
and its diseases

“endothelium” the thin layer of cells that lines the interior surface of blood vessels
and lymphatic vessels

“epithelial” a form of human or animal tissue that lines the cavities and surfaces
of structures throughout the body

“FDA” the US Food and Drug Administration, a federal agency of the United
States Department of Health and Human Services

“genotoxicity” the property of chemical agents that damages the genetic
information within a cell causing mutations

“GLP-1” glucagon-like peptide-1, an incretin that enhances glucose-
dependent insulin secretion

“glycaemic” the presence of glucose in the blood

“glycan” compounds consisting of a large number of sugar monomers linked
through glycosidic linkages

“glycosidic” refers to the bond that joins a carbohydrate molecule to another
group

“GNP” gold nanoparticle

“immunogenic” to provoke an immune response in the body of a human or animal

“immunosuppressant” a drug that suppresses or reduces the strength of the body’s
immune system

“in vitro” studies that are performed with cells or biological molecules outside
their normal biological context, i.e. test tubes, petri dishes

“in vivo” studies to test the effects of various biological entities that are
performed on whole, living organisms, i.e. animal testing, clinical
trials

“indication” a symptom or particular circumstance that indicates the advisability
or necessity of a specific medical treatment or procedure

“ligand” an ion or neutral molecule that bonds to a central metal atom or ion

“liposome” an artificially-prepared spherical vesicle composed of a lipid bilayer
that can be used as a vehicle for the administration of nutrients and
pharmaceutical drugs

“microfluidics” the behaviour, precise control and manipulation of fluids that are
geometrically constrained to a small scale

“microsphere” small spherical particles that can be utilised as a time release drug
capsule

“moiety” a distinct part or functional group of a larger molecule
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“mucosa” moist tissue that lines certain parts of the inside of a body that is
involved in absorption and secretion

“mutagenicity” ability of an agent to induce genetic mutation

“nanocarrier” a nanomaterial used as a transport module for another substance

“nanomedicine” the medical application of nanotechnology

“nanoparticle” a small particle with dimensions of the order of 1-100 nanometres

“NCE” a compound which, previously, has not been described in scientific
literature

“neuron” a cell that processes and transmits information through electrical
and chemical signals

“nm” nanometre, a unit of length equalling 1 x 10-9 of a metre

“noble metals” a metal (for example, gold) that resists chemical action, does not
corrode or oxidise in moist air, and is not easily attacked by acids

“oncology” the study and treatment of cancer and tumours

“ophthalmology” the branch of medicine that deals with the anatomy, physiology and
diseases of the eye

“paramagnetic” the ability to be attracted by an externally-applied magnetic field,
and form internal, induced magnetic fields in the direction of the
applied magnetic field

“PCT” Patent Cooperation Treaty

“peptide” naturally occurring biological molecules that are shorter than proteins
and comprise short chains of amino acid monomers

“pharmacodynamics” the study of the response on a living organism to a drug, including
mechanism of action, duration and magnitude of the response

“pharmacokinetics” effect of a living organism on a drug including the distribution and
movement of drugs through an organism over a period of time

“Phase I” the assessment of the safety, pharmacodynamics and
pharmacokinetics of a drug candidate in a small group of human
subjects (c. 20 to 100)

“Phase Ia” a Phase I single ascending dose study, where a small number of
participants receive a single dose, before ascending to the next dose
once safety is determined

“Phase Ib” a Phase I multiple ascending dose study, where a number of
participants receive multiple low doses, before escalating the dose
for further groups to a predetermined level

“Phase II” the assessment in patients of a drug to determine its safety, dose
range and preliminary efficacy (c. 100 to 300 patients)

“Phase IIa” a form of Phase II study designed specifically to assess dosing
requirements

“Phase IIb” a form of Phase II study specifically designed to study efficacy
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“Phase III” the assessment of the efficacy and safety of a drug, usually in
comparison with a marketed product or a placebo, in the patient
population for which it is intended (c. 1,000 to 3,000 patients)

“piezoelectric” accumulated electric charge resulting from pressure

“polymeric” relating to a polymer

“polypeptide” a single linear chain of many amino acids, held together by amide
bonds

“psoriasis” a common, chronic, remitting skin disease characterised by red,
scaly patches

“pulmonary malignancy” the worsening of a pulmonary condition, commonly lung cancer

“subcutaneous” beneath the skin

“TIND” treatment investigational new drugs, an FDA-administered US
regulation used to make promising new drugs available to
desperately ill patients as early in the drug development process as
possible

“transbuccal” administered through the cheek

“uveitis” inflammation of the uvea, which includes the iris, ciliary body and
choroid
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PART I

INFORMATION ON THE GROUP

1. Overview

Midatech is a UK incorporated nanomedicine company focused on the development and commercialisation
of multiple therapeutic products to enhance the delivery of medicines in major diseases with high unmet
medical needs. These diseases include diabetes, certain cancers such as liver, ovarian and brain
(glioblastoma) and neurological/ophthalmologic conditions, most of which have multi-$100 million or multi-
$billion markets. The Group’s two platform technologies are designed to enable targeted delivery and
sustained release of existing therapeutic drugs to the ‘right place’ at the ‘right time’.

The Group’s core technology platform is based on a patented form of gold nanoparticles (GNPs) that are
developed to improve key parameters of existing and new drugs, target individual cell types with specific
targeting agents and deliver a therapeutic payload in the cell, while ensuring this can be achieved safely.
The Directors believe that GNP technology represents the latest generation of nanomedicine and the fastest
growing sector within the nanomedicine market with demonstrated safety in the clinic to date.

The Group’s secondary platform of sustained release technology (acquired through the Q Chip Acquisition
effective upon Admission) involves the consistent and precise encapsulation of active drug compounds
within polymer microspheres. The microspheres are designed to release the active drug compound into the
body in a highly controlled manner over a prolonged period of time, from a number of weeks to three months
and potentially longer. The Directors believe that sustained release technology provides the added capacity
to sustain the optimal range of drug concentrations, which has wide medical applicability with diverse
pharmaceutically active molecules.

The Group is collaborating with a number of universities, speciality and major pharmaceutical companies
to develop its platform technologies into a broad number of products in order to achieve a range of
potential revenue opportunities within priority therapeutic areas. Collaboration partners include the major
biotechnology arm of a top 10 global pharmaceutical company and the Dana-Faber Cancer Institute (an
affiliate of Harvard Medical School), in addition to two US major pharmaceutical companies and one
European speciality pharmaceutical company. Furthermore, the Group has a joint venture with MonoSol Rx
LLC to develop and commercialise transbuccal delivery of insulin for diabetic patients, using insulin
conjugated GNPs formulated into dissolvable, oral film strips.

The Group has developed a strong intellectual property base and, following the acquisition of Q Chip, will
have a wide IP portfolio of 53 granted patents, 96 applications in process, and 30 patent families covering
a range of technologies.

The Group also operates an in-house state-of-the-art nanoparticle manufacturing facility, based in Bilbao,
Spain, which the Directors believe is the first licensed API cGMP facility of its kind in Europe. The facility
underwent a €800,000 upgrade that was completed in September 2014 to enable the production of sterile
material for use in human clinical trials and initial phase manufacturing of licensed products. Furthermore, a
consortium led by Midatech has recently been selected to receive a €7.9 million Horizon 2020 European
Union grant to fund the manufacturing scale-up of clinical-grade therapeutics based on the Group’s GNP
technology, for use in clinical trials and in preparation for commercial production. The Horizon 2020 European
Union grant submission was supported by Eli Lilly and Company.

On an aggregated basis, the Group generated unaudited revenues of £0.23 million and £0.23 million for the
12 month and 6 month periods to 31 December 2013 and 30 June 2014, respectively. Over the same time
periods, the Group recorded unaudited aggregated loss from operations and unaudited aggregated loss
after tax of: £6.54 million and £6.60 million; and £3.84 million and £3.83 million, respectively. The Group’s
unaudited pro-forma net assets statement shows net assets as at 30 June 2014 of £47.3 million (assuming,
among other things, receipt of the proceeds of the Placing and the Q Chip Acquisition becoming
unconditional).

The Group has conditionally raised £32.0 million (before expenses) by the issue of 11,985,019 Placing
Shares at the Placing Price pursuant to the Placing. The net proceeds of the Placing are primarily intended
to be used to fund the Group towards profitability, and specifically to: (i) fund the development of clinical
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trials for its joint venture transbuccal insulin and GLP-1 products in the treatment of diabetes; (ii) fund the
Group’s own pre-clinical studies for glioblastoma (brain), liver and pancreatic cancer treatments as well as
neuroscience and sustained release technology activities; and (iii) enable preparation for commercialisation
of the Group’s partnered and non-partnered products. Application has been made to the London Stock
Exchange for Admission of the Enlarged Share Capital to trading on AIM and it is expected that trading will
commence in the Ordinary Shares on 8 December 2014. Upon Admission, the Company’s acquisition of Q
Chip will also become effective.

The Group has applied for and obtained advance assurance from HMRC that the VCT/EIS Placing Shares
will satisfy the requirements for tax relief under EIS and will constitute a qualifying holding for VCT Schemes.

2. History and Background

Midatech Limited was founded in 2000 and acquired the base nanoparticle technology through an
assignment of worldwide commercialisation rights and joint ownership of patent rights from the CSIC
(Consejo Superior de Investigaciones Cientificas) in Madrid, Spain. Midatech Limited subsequently advanced
and developed this GNP platform technology to enhance the delivery of medicines in major therapeutic
indications where clinical therapeutic options are limited, including diabetes and certain cancers such as
liver, ovarian and brain (glioblastoma).

The Group is headquartered near Oxford, UK with a manufacturing operation based in Bilbao, Spain (the
site of the Group’s GNP production). The site has been fully operational since 2007 and completed a
€800,000 upgrade in September 2014 to enable the production of sterile material for use in human clinical
trials and initial phase manufacturing of licensed products.

In 2011, Midatech Limited entered into a research and development joint venture with MonoSol Rx LLC, a
US based company specialising in the development and commercialisation of oral dissolvable film
technology, to form MidaSol Therapeutics. The joint venture is developing a novel transbuccal delivery of
insulin product by incorporating Midatech’s patented GNPs into MonoSol’s oral film. Subject to certain
specified circumstances, Midatech is entitled to 50 per cent. of the economic interest in the joint venture.
Further details of the MidaSol Therapeutics joint venture are set out in paragraph 17.8.3 of Part VII of this
document.

In addition to the Midasol Therapeutics joint venture, the Group is collaborating with universities, speciality
and top international pharmaceutical companies such as the major biotechnology arm of a top 10 global
pharmaceutical company and the Dana-Faber Cancer Institute (an affiliate of Harvard Medical School) in
addition to two US major pharmaceutical companies and one European speciality pharmaceutical company.

Subject to Admission, Midatech has acquired Q Chip for a total consideration of 5,376,746 Consideration
Shares, of which the 5,077,122 Initial Consideration Shares are to be issued on Admission, 224,718 of the
Deferred Consideration Shares are proposed to be issued on 8 December 2015 and 74,906 of the Deferred
Consideration Shares are proposed to be issued on 1 July 2016, in each case subject to satisfaction of
certain conditions. Founded in 2003 with the acquisition of core intellectual property around micro-fluidics
from Cardiff University, Q Chip develops a complementary technology and products that allow sustained
release of substances over extended periods of time. The Directors consider that this technology will provide
a platform to incorporate Midatech’s GNP compounds for sustained and extended release.

Midatech Pharma PLC was incorporated on 12 September 2014 to be the holding company of Midatech
Limited and Q Chip Limited.

Upon Admission, the Group will employ 49 staff (including the Executive Directors), 14 in its UK head office
in Oxford, 17 in Cardiff, UK and 18 in Bilbao, Spain. Across the Group there are 32 qualified scientists.

Following the acquisition of Q Chip, the Group will have a wide IP portfolio of 53 granted patents, 96
applications in process, and 30 patent families covering a range of technologies, products and know-how.

3. Key Strengths

The Directors believe that the Group’s core strengths lie in the following areas:
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Rich science base

Unlike single product biotechnology companies, Midatech has developed a platform technology with broad
application in healthcare that the Directors believe creates value from multiple potential revenue opportunities
within priority therapeutic areas. Midatech has developed a pioneering drug conjugate delivery system based
on carbohydrate coated GNPs combined with existing drugs and relevant peptides that can impart new
properties that solubilise, mobilise, functionalise and stabilise the agents for targeted release at specific
organs, cells or sites of disease. The Group’s research data to date suggests that the nanoparticles are
configurable, biocompatible, non-immunogenic and may be freely excreted through the kidneys. The
Directors believe that the Group has a first mover advantage in GNPs which has enabled the Group to focus
on a broad number of therapeutic areas through the development of: i) patentable new chemical entities
(NCEs); and/or ii) using GNPs as carriers for existing medications.

Intellectual property

Midatech has developed a strong intellectual property base – comprising patents, ‘know-how’, and trade
secrets, to maximise innovation, protection and commercial success. The Group has an IP portfolio of 53
granted patents, 96 applications in process, and 30 patent families covering major geographic regions,
owned solely by the Group, co-owned with others or in-licensed. The core patent family in relation to GNP
expires in 2021, and later-filed applications and patents provide additional patent life for key products up to
2031 and beyond. Granted claims include composition of matter, method of manufacture and use (including
both therapeutic and non-life science use) of noble metal core glyconanoparticles. The sustained release
technology intellectual property relates to methods for making solid polymer beads, using a piezoelectric-
based device and apparatus, and a bead harvester for manufacturing and scale up activities.

Manufacturing strength and autonomy

Midatech operates an in-house nanoparticle manufacturing facility which the Directors believe is the first
licensed nanoconjugate cGMP facility of its kind in Europe. This state-of-the-art facility, based in Bilbao,
Spain, aids in the rapid execution of projects, control of manufacturing quality and supply of all aspects of
Midatech’s GNP platform, thus avoiding reliance on external manufacturing partners. The site has capacity
for manufacturing sufficient materials for clinical trials and is fully licensed by the Spanish Medicines Agency
for European compliance. The process is engineered to be easily scalable so capacity can be expanded
quickly if needed for larger trials and potential subsequent sales. A €800,000 upgrade of the facility was
completed in September 2014.

In September 2014, a consortium – NanoFacturing – led by Midatech Limited and with the submission
supported by Eli Lilly and Company, was selected to receive a €7.9 million Horizon 2020 European Union
grant (€3.4 million direct to the Group). The grant is pending definitive documentation and will be used to
fund the manufacturing scale-up of clinical-grade therapeutics based on the Group’s patent protected gold
glycan coated nanoparticle drug conjugate technology for use in clinical trials and in preparation for
commercial production. The Directors consider the facility to be a key asset of the Group, core to both its
success and competitive advantage. The Group is also able to leverage this facility to manufacture for other
non-competing nanomedicine businesses, representing additional revenue generating opportunities.

Therapeutic focus

Midatech is developing innovative therapies utilising its broadly applicable drug conjugate platform for
significant medical disorders with few or no existing clinical therapeutic options. As such the Directors believe
that the Group’s therapies have the potential to be transformative for patients and their families as first or
second therapies for disease treatment, and can yield high returns for these rare or significant indications.
Furthermore, the nature of the unmet need is such that authorities often encourage an accelerated and
more flexible regulatory pathway. They can therefore require a comparatively smaller investment, shorter
time to market, and thus development can potentially be kept in-house without the requirement to partner
with large pharmaceutical groups.

Experienced management team

Midatech’s management team has significant experience in the speciality pharmaceutical industry and of
managing high growth companies. The Group’s management team comprises seasoned industry
entrepreneurs, executives and scientists, and the Directors believe that the team is capable of executing a
major value proposition in the speciality pharma field. In particular, Dr Jim Phillips, CEO, has held senior
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positions at Johnson & Johnson and Novartis Pharmaceuticals, directorships of a number of private and
public pharmaceutical companies and has a strong background of business development and mergers and
acquisitions. Rolf Stahel, Non-Executive Chairman, has approximately 40 years of experience in the
pharmaceutical industry, gained significantly at Wellcome plc and as CEO of Shire PLC between 1994 and
2003.

4. Business Description

4.1 Corporate structure

The overall corporate structure of the Group, effective from Admission, is illustrated below.

Midatech Pharma PLC is the holding company for the Group. Midatech Limited, based in Oxford, UK, is
the operating company for research and development of GNP conjugate products and also holds all the IP
in relation to GNPs. Midatech Biogune S.L. is the manufacturing subsidiary also undertaking research and
pre-clinical activities, based in Bilbao, Spain. MidaSol Therapeutics GP is a non-trading joint venture between
the Group and MonoSol Rx LLC for the development and commercialisation of oral dissolvable film
technology (operations are carried out by the partners on behalf of the joint venture; further details of the
joint venture are set out in paragraph 17.8.3 of Part VII of this document). Q Chip Limited is the acquired
(subject to Admission) operational entity for sustained release technology and IP. OpsiRx Pharmaceuticals
Limited and OpsiRx Holdings Limited are recently-incorporated, non-trading subsidiaries.

Pharmida AG, the Syntara LLC joint venture, Midatech Andalucia SL, Cura Vaccines and Q Chip BV are
now either dormant companies or in the process of being wound-down.

4.2 Overview of technology

Central to the Group’s business are its two platform technologies that enable the targeted delivery and
sustained release of existing therapeutic drugs. Individually, these platforms are expected to offer unique
advantages that address current therapeutic challenges: i) GNP technology constructs, the Group’s core
underpinning technology, may provide improved solubility, stability and offloading of an attached moiety at
the target site and may be freely excreted through the kidneys; and ii) microsphere technology, the Group’s
secondary technology used for selected applications, ensures consistently sized monodispersed polymer
microparticles that may be engineered for precise and sustained release drug delivery. Combined, the
Directors consider that the two technologies provide a platform to deliver therapeutic molecules to the right
place (GNPs) at the right time (sustained released). The two platform technologies are detailed below:

4.2.1 Drug conjugate technology

Midatech’s core primary platform technology is based on GNP drug conjugates, a class of carbohydrate-
coated gold nanoparticles. These nanoparticles can be used to improve key parameters of existing and
new drugs, target individual cell types with specific targeting agents and deliver a therapeutic payload in the
cell, all whilst ensuring this can be achieved safely.
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GNPs are comprised of a core of gold metal atoms to which an organic layer of carbohydrates (such as
glucose, galactose or lactose) are attached via gold-sulphur bonds (see diagram below). The carbohydrate
layer stabilises the metallic core (passivation) and makes the particle both water-soluble and biocompatible.
During the self-formation process linkers for agents – both small molecules (such as chemotherapeutics
and other existing therapies) and peptides (such as insulin and other amino acid sequences) – are attached
to the gold core, interspaced between the carbohydrates, and attached to the active agent. This process
involves intricate yet controlled synthesis that produces multi-component particles that may deliver multiple
molecules of a drug to the targeted site.

The effective hydrodynamic diameter of a GNP is approximately 5 nm (the gold core is about 100 atoms of
gold and 1.6-1.8 nm in diameter), which the Directors believe is ten-fold smaller than any other delivery
vehicle currently in clinical trials and is comparable with the size of a small globular protein such as
haemoglobin, the protein that carries oxygen through the body and which has a diameter of 5.5 nm. By
comparison, a strand of DNA, one of the building blocks of human life, is about 2 nm in diameter and a
typical human hair is approximately 80,000 nm in width.

Midatech may be able to leverage its patent protected GNP platform technology in multiple therapeutic
areas through the development of i) patentable new chemical entities (NCEs) or ii) using the particles as
carriers of existing pharmaceutical compounds. This can result in new nanoconjugates that may have
inherent advantages over existing treatments.

Midatech glycan-coated GNP schema

The Directors consider that the key potential advantages of Midatech’s core GNP platform technology are:

– Solubility: carbohydrate properties of the GNP drug conjugates enable transport of non-soluble and
lipid soluble compounds to sites of disease;

– Releasability: GNP drug conjugates are designed to release the active compound inside the cell as
a result of chemistry that keeps the compound stable in plasma, but dissociates and delivers the
payload in the cell;

– Mobility: due to the size and charge of the drug conjugates, compounds may be transported to sites
of disease that are otherwise very difficult to reach including across membranes, between cells and
through cells to invading tumour margins;

– Targetability: flexible functionalisation of GNP chemistry and multiple binding sites provides a platform
for several therapeutics and targeting agents all on a single nanoparticle which, together with solubility
and mobility characteristics, may enable targeting of disease sites;

– Stability: peptides may be stabilised by GNP drug conjugates due to the fact that the peptides have
less freedom to degrade when bound to the fixed platform;

– Excretability: due to their small size, GNP drug conjugates are believed to exit cells and get eliminated
via the kidneys and liver;
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– Compatibility: as a result of their inertness, biocompatibility and small size, GNP drug conjugates are
believed to evade and not disturb the immune system since they are likely not recognised by such
cells;

– Scalability: Midatech, as a result of having its own cGMP certified manufacturing facility, can execute
rapidly, at scale, from discovery through to clinical development; and

– Protected: Midatech patents and trade secrets currently secure the Group’s position within the field
of GNPs.

4.2.2 Sustained release technology

Midatech’s secondary technology platform (acquired through Q Chip) includes precisely and consistently
manufactured, sustained release technology which may enable active drug compounds to be released into
the body in a highly controlled manner over a prolonged period of time, from a number of weeks to three
months and potentially longer. The sustained release technology encapsulates active drug compounds
within polymer micro spheres. Each micro sphere is between 30-70μm in size (the width of the average
human hair is approximately 80μm), with scope to reduce the size through minor modifications to the
technology. Each microsphere is manufactured individually in a consistent, semi-continuous flow process
which enables the precise engineering of microsphere characteristics such as the surface porosity and
internal morphology. Such characteristics impact the release profile in a predictable way. Release of the
active drug compound occurs by controlled hydrolysis of the polymer.

The basic rationale of the sustained release drug delivery system is to optimise the biopharmaceutical,
pharmacokinetic, and pharmacodynamic profile of a drug such that its utility is maximised over an extended
period of time, side effects are reduced and cure or control of the condition is achieved using the smallest
quantity of drug administered by the most suitable route. This may be achieved by the sustained release
product releasing the drug such that therapeutic concentrations are achieved quickly and maintained for
extended periods of time. The potential advantages of the sustained release drug delivery system over
conventional dosage forms include: improved patient compliance due to less frequent drug administration;
reduction of fluctuation in steady-state drug levels and have less overshooting or undershooting of target
concentrations; maximum utilisation of the drug; increased safety margin and a reduction in healthcare costs
through improved therapy.

4.2.3 Combination of GNP and sustained release technology

The GNP platform focuses on the delivery of payloads to sites of disease, independent of release rate (which
is typically rapid: minutes to hours). The polymer microsphere technology focuses on controlling and
extending the release rate, which can be from weeks to months. Through the encapsulation of GNPs into
the polymer microspheres, properties are combined such that the rate of release of the therapeutic molecules
may be controlled and substantially extended. The Directors intend to develop a combination of the GNP
technology and polymer encapsulation technology for certain applications where sustained release of
therapeutics is required.

Preliminary tests indicate that the GNP characteristics are compatible with delivery using the microspheres
and the Group will continue to test and develop the combined technology for selected opportunities. In
parallel, the Group will continue its strategy of developing its portfolio of products on a stand-alone basis for
commercialisation and value-accretion.
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4.3 Key collaborations

The Group is currently collaborating with a number of biopharmaceutical companies, research institutes and
universities on several of its development programmes involving its core technologies. The key collaborations
in which the Group is involved are outlined in the following table:

Currently
Therapeutic Revenue Market
Area Collaborator Programme Project Earning size*

Endocrinology
MonoSol Diabetes Transbuccal insulin No >$20bn

(50:50 joint
venture)

MonoSol Diabetes Transbuccal GLP1 No >$6bn
(50:50 joint

venture)
Top 6 US Pharma Diabetes Transbuccal insulin Yes >$2bn
Multiple/EU Funded Diabetes Diabetes vaccine Yes n/a

Oncology
Dana Farber Cancer Institute Orphan Glioblastoma No >$500m
European Speciality Pharma Orphan Liver cancer Yes >$500m
Open University Skin/Lung Squamous cell cancers No >$2bn
Dana Farber Cancer Institute Orphan Liver/pancreatic cancer No >$500m

Neuroscience and Ophthalmology
Top Ophthalmology Pharma Eye disease Sustained release Yes n/a
Ophthalmology Biotech Eye disease Sustained release Yes n/a
Open University Blood brain barrier Brain delivery of cytokines No n/a

Other
Biotech arm of Top 10 Pharma Various Peptides Yes n/a
Eurostars Consortium Dermatology Psoriasis Yes >$500m

*Market sizes are the Directors’ estimates and where market size estimates are not available marked as n/a.

4.4 Intellectual property

At the heart of the Group’s IP portfolio are granted patent rights in the major markets, including Europe, the
United States and Japan, that confer a broad position of exclusivity for metal-core glycated-nanoparticles,
including the Group’s GNPs. The Group’s granted patents in Patent Family 1 (expiring 2021) provide the
foundation to the portfolio with product, process and use claims that encompass the GNPs used in all of
Midatech’s major programs, including endocrinology, oncology and neuroscience.

The Group has 53 granted patents and 96 pending patent applications in 30 patent families owned solely
by the Group, co-owned with other parties or in-licensed to the Group. These include:

l Endocrinology: seven Patent Families, with expiry dates in the range 2031-2035. These Patent
Families include two granted US patents and 28 pending patent applications in key markets protecting
products in Midatech’s pipeline for the treatment of diabetes. In particular, GNP-insulin, GNP-GLP-1
and GNP-combination (insulin and GLP-1).

l Oncology: seven Patent Families which have predicted expiry dates in the range 2025-2034. These
patent rights include 15 granted patents and 29 pending applications relating to products and methods
for treating and imaging cancers. In addition to the radiative and immune-based therapies
contemplated by many of these Patent Families, Midatech’s pipeline of GNP-drug conjugates for
oncology benefits from protection by the foundation GNP patents of Patent Family 1.

l Neuroscience: an early Patent Family directed to use of GNPs for drug delivery across the blood
brain barrier to the central nervous system. Midatech’s pipeline of GNP-drug conjugates for
neuroscience also benefits from protection by the foundation GNP patents of Patent Family 1.

The Group also has in its portfolio several vaccine and infectious disease related Patent Families. These
relate to GNPs for immune-based therapy and antibiotic-GNP conjugates.

Through the Q Chip Acquisition, the Group adds to its portfolio certain patent applications directed to the
apparatus and methods of Q Chip’s Q Sphera technology. The Q Sphera process employs a piezoelectric
droplet generator to form polymeric microparticles that encapsulate a drug for sustained release.

22



The combination of Midatech’s GNP technology with Q Chip’s sustained release technology provides
possibilities for new formulations of GNP-drug conjugates. Midatech’s GNPs when encapsulated in Q Chip’s
microparticles would enjoy patent protection conferred by the existing granted Midatech patents. A new
patent application directed to the combination of Midatech’s GNP technology and Q Chip’s sustained release
encapsulated technology was filed on 11 November 2014.

Freedom to operate analysis in respect of the Group’s most advanced program – GNP insulin – indicates
low risk of infringement in Europe and the United States.

Please refer to Part III of this document in relation to the Patent Attorney’s Report undertaken by Mewburn
Ellis LLP.

4.5 Pipeline

Midatech is currently focused on research and development in three key therapeutic areas to which the
Group’s two technology platforms (GNP drug conjugates and sustained release) are being applied: diabetes;
oncology and neuroscience.

A. GNP drug conjugates

4.5.1 Diabetes

4.5.1.1 Insulin

Overview and benefits

Midatech’s most advanced research programme is focused on applying its patented GNP technology to
develop a method of needle-free delivery of insulin for the treatment of diabetes. This method takes
advantage of the fact that attaching a peptide hormone to a GNP stabilises its characteristics, allowing
absorption across the mucosa of the cheek. Midatech together with its JV partner MonoSol has developed
a self-dissolving oral postage stamp-sized strip containing GNP conjugated insulin referred to as
MidaForm™-Insulin-PharmFilm®. This strip is placed on the inside of the cheek and the insulin is absorbed
into the bloodstream via the mucous membrane of the cheek (i.e. transbuccal application). This mode of
administration potentially provides a more convenient, safer and more discrete form of insulin delivery than
injections and has the potential to make injections redundant for many patients in the treatment of diabetes.

Despite evidence documenting the benefits of insulin therapy in achieving glycaemic control and reducing
the risk of long-term diabetes complications, insulin therapy remains underutilised. This underuse reflects
barriers to treatment initiation as well as obstacles that hinder treatment adherence. Errors in insulin dose
injection further curtail the ability of many patients to attain glycaemic goals. According to two recent surveys,
at least one third of patients fail to take their insulin as prescribed and 20 per cent. of adults intentionally
skip their doses. Furthermore, despite the essential role of insulin therapy in the management of type 1
diabetes, compromised adherence is also common among younger patients with this disease, with many
failing to follow treatment plans.

Several concerns exist regarding injected insulin therapy, as follows:

l Absorption: the efficacy of insulin absorption depends on subcutaneous injection and the site of
administration. For insulin to be effectively and optimally absorbed, the onus is on patients to ensure
that injections are correctly placed to reach the subcutaneous tissue. Absorption of insulin varies
according to the site selected, with the fastest and most consistent uptake in the abdomen, followed
by the arms, thighs, and buttocks. Patients also need to be aware of, and manage, the fact that
absorption is also affected by factors such as exercise, physical activity and temperature of the injection
site (e.g. after a hot bath).

l Lipohypertrophy: multiple subcutaneous injections of insulin to the same site can cause a lump under
the skin, a condition known as lipohypertrophy. It may be unsightly, mildly painful, and is linked to
poorer glycaemic control and may reduce insulin absorption by up to 25 per cent. Lipohypertrophy is
reported in nearly 50 per cent. of individuals who inject insulin.

l Safety: various safety issues exist with injection therapy, including air bubbles in the syringe that must
be eliminated because they reduce insulin delivery. Reuse of needles or syringes can lead to infections.
There is also the danger of needlestick injuries. Most importantly, the safe self-administration of insulin
requires adequate cognitive, visual, literacy/numeracy skills: important factors for elderly patients or
those diabetics disabled by diabetic complications.
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l Compliance: concerns that insulin therapy will be complicated and inconvenient, as well as anxieties
about pain and needles, are common amongst patients. These factors affect adherence to therapy
regimens, and thus impact glucose control.

Research and development activities

In 2011-12, Midatech conducted and successfully completed a ‘first-in-man’ clinical trial with transbuccal
insulin. The Group is collaborating with two pharmaceutical companies on this product.

A comprehensive pre-clinical programme comprising in vivo studies was undertaken between 2008 and
2014. Results of these studies indicated that, although the absorption profile has yet to be fully characterised,
insulin applied to the inner cheek is absorbed into the plasma from the MidaForm™-Insulin-PharmFilm®
transbuccal strip. Data suggests that it has a faster onset and shorter duration of action than subcutaneous
injection of insulin. Transbuccal insulin provided a dynamic equivalent (absorption into the systemic circulation)
of 10 to 30 per cent. relative to NovoRapid®, a leading existing injected treatment. No toxic effects were
attributed to the GNPs in the toxicology studies, nor were any signs of mutagenicity or genotoxicity detected.
The gold was excreted both by the urinary and possibly also the hepato-biliary (liver) route.

Midatech successfully completed the initial ‘first-in-human’ Phase I safety ascending dose study between
November 2011 and March 2012. Key conclusions from the study were that there were no drug related
safety concerns in the group of 27 healthy volunteers and that a dose of active drug was delivered in humans.
Furthermore, the results suggest that conjugated insulin from this prototype MidaForm™-Insulin-PharmFilm®
strip enters the bloodstream, and reaches its maximum effect at about 28 minutes on average (versus 40
minutes for NovoRapid®, the active comparator in the study). Data suggest that availability of insulin from
the MidaForm™-Insulin-PharmFilm® strip relative to that of NovoRapid® was calculated as 19 per cent. to
25 per cent., the ratio of maximum concentration values was 24 per cent., and the total glucose requirement
in the study with the strip was 55 per cent. that of NovoRapid®. In the opinion of the Directors these results
satisfy the likely pharmaceutical threshold requirements. These results, if confirmed in an upcoming Phase
IIa study, compare positively with other oral insulin development projects by third parties where insulin doses
required are typically higher and bioavailability typically lower. A Phase IIa clinical trial with MidaForm™-
Insulin-PharmFilm® in humans with type 1 diabetes is due to commence in the first quarter of 2015 and is
due to complete in 2015. Pending successful completion thereof and positive results, the Group will prepare
for Phase IIb and potential outlicensing deals.

4.5.1.2 GLP-1

Midatech’s focus on diabetes therapies is also being expanded to another diabetes therapy GLP-1
conjugated to GNPs. GLP-1 is a hormone which possesses multiple physiological properties that make it
an attractive candidate for type 2 diabetes therapy. GLP-1 increases insulin secretion while inhibiting release
of glucagon (a hormone which raises blood glucose concentration) when glucose levels are elevated, thus
offering the potential to lower plasma glucose while reducing the likelihood of hypoglycaemia (low blood
sugar levels).

The Group is studying a GNP-conjugated transbuccal application of GLP-1 which would obviate the need
for injections, thus avoiding issues with absorption, compliance and safety. In addition, combination
therapies, combining GLP-1 with insulin or GIP (gastric inhibitory polypeptide, a hormone which increases
insulin secretion), are further potential drug conjugates that could enhance glucose control.

Following an initial in vivo study completed in 2011, the Group is preparing a formal GLP-1 pre-clinical
programme for commencement in the first quarter of 2015 to optimise dosing, construct and formulation
and to establish safety and proof of concept ahead of first in man clinical trials.

The Group has also undertaken research on a discrete GLP-1 product using its sustained release technology,
as further detailed in paragraph 4.5.4 below.

4.5.2 Oncology

Overview and benefits

Midatech is pursuing improved forms of cancer therapy based on combining chemotherapeutic medicines
with tumour-targeting molecules on the same nanoparticle-based conjugate. The aim is to allow highly toxic
drugs to be specifically targeted to and delivered at the tumour cells whilst sparing normal tissue, thereby
reducing side effects and enhancing efficacy. At present, three oncology projects (ovarian, liver and brain)
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are being pursued based on similar principles and using similar chemotherapeutic agents with different
targeting agents.

The benefits of Midatech’s GNPs for cancer therapies are in the characteristics detailed in paragraph 4.2.1
above. These benefits notably lie in the fact that they solubilise, mobilise, functionalise and stabilise the
active therapeutic agents for targeted release at specific organs, cells or sites of disease. Multiple therapeutic
and targeting agents or peptides can be attached to a single GNP; and GNPs could specifically target
tumour cells due to their preferential take up of certain molecules, such as lactose (hepatocellular carcinoma
in liver); albumin and glutamine (pancreatic cancer); and folate (ovarian and other cancers).

Research and development activities

Since the middle of 2013, Midatech has increasingly focused research and development activities on liver,
ovarian, pancreatic and brain cancer.

For Liver cancer, preliminary research with GNP lactose conjugates shows preferential targeting and delivery
to the liver compared to other organs, thus suggesting an ability to target liver disease. This program is now
being accelerated with additional evaluation of lactose targeting, and drug conjugates with key
chemotherapeutic drugs used for the treatment of liver disease. The same rationale is being progressed for
Pancreatic cancer where a program to develop and evaluate drug conjugates with selected
chemotherapeutic agents, targeting proteins or amino acid sequences, is underway.

For Ovarian cancer, initial research conducted by Midatech has demonstrated that platinum bound GNPs
inhibited ovarian tumour growth and that higher doses could be tolerated, compared to cisplatin, the
chemotherapy drug comparator. Studies conducted in vivo in 2014 indicated a significant increase in the
therapeutic window for nanoparticle bound platinum cytotherapeutics, with doses of regular cytotoxics able
to be increased significantly before adverse effects were evident. This work is currently being progressed
where GNP folate conjugates to target folate rich tumours such as ovarian cancer are being developed and
evaluated for preferential uptake by the tumour cells.

For Brain cancer (glioblastoma tumours) the ability of GNPs and conjugates to cross the intact blood brain
barrier has been demonstrated in vitro and validated in vivo. This fact, combined with the suggested ability
of GNP drug conjugates to reach dangerous hidden tumour areas is the basis of a program underway to
evaluate GNP drug conjugates with key chemotherapeutic agents used for the treatment of glioblastoma
tumours.

Midatech aims to undertake pre-clinical trials of the compounds in glioblastoma (brain), liver and pancreatic
cancer in 2015. Pending positive results, the Directors anticipate applying for regulatory submission including
TIND (Treatment Investigational New Drugs) registration for the treatment of critically ill patients in the United
States from 2018 onwards.

Further research and development activities are underway by the Group in relation to sustained release
technology for the treatment of acromegaly, carcinoid syndrome and uveitis, as well as in chemoembolisation
(using ‘the bead programme’), which is further detailed in paragraph 4.5.4 below.

4.5.3 Neuroscience

Overview and benefits

Midatech is pursuing development of drug conjugates that can: i) deliver therapeutic biomolecules to the
CNS across the blood-brain barrier; and ii) move freely between cells in the brain and sites of disease in the
brain. The distinctive properties of GNP drug conjugates are engineered to improve solubility, stability,
movement and delivery across brain endothelium, which contain pore sizes of approximately 20 nm
(hydrodynamic diameter of a GNP is approximately 3.5 nm). These characteristics permit passive and active
movement across the blood brain barrier and within the brain. In contrast, other larger nanocompounds are
generally cleared by the white blood cell defence system, are too large, insoluble or unstable to cross
epithelial or endothelial barriers as effectively as GNP nanoconjugates, or are trapped in the endothelium so
that only a small proportion transfer to the CNS, reducing the effectiveness of the drug.

Target diseases for this platform include multiple sclerosis, Alzheimer’s and Parkinson’s, where GNPs can
potentially deliver therapeutic concentrations of agents that do not normally get into the brain. Target
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therapies include gene therapy, cytokine-treatments, small molecules, and cytotoxic agents. These agents
importantly only require low amounts per cell to exert their effect.

Research and development activities

In vitro and in vivo work has focused on engineering GNPs and their payloads to cross the blood-brain
barrier.

In short-term studies the GNPs have been shown to be safe in humans and animal models and to be non-
toxic on human brain endothelium and astrocytes in vitro. Research to date demonstrates that GNP
conjugates can cross the blood-brain barrier effectively in vivo and that GNPs have the potential to carry a
therapeutic cargo to the CNS, remain relatively stable as they cross the endothelium and then release their
cargo/ligand once they have crossed. Examination of the stability of the covalently-coated GNPs in reducing
conditions corresponding to the cytosol, indicates that they are stable for several hours, whereas transit
across the endothelium takes less than 30 minutes. Further development is underway on the stability of
bound polypeptides, carrier system and analysis of its transport characteristics in vitro and in vivo.

The Directors intend that Midatech’s Neuroscience research programme will be partner funded and the
Group is currently conducting feasibility studies into cytokine based treatments for diseases such as
Parkinson’s, Alzheimers, and Multiple Sclerosis.

B. Sustained release technology

4.5.4 Polymer Microspheres

Overview and benefits

The microsphere platform is being developed to enable sustained release delivery solutions for peptide and
small-molecule therapeutics, either standalone or bound to GNPs, through precise definition of the properties
of polymer microparticles into which compounds or GNPs can be incorporated. This addition complements
Midatech’s oncology and endocrine franchises as well as the neuroscience-related focus in ophthalmology
and uveitis, another orphan disease.

The Group’s sustained release micro-fluidic technology allows the precise formulation and characterisation
of the release of drugs over a predefined period, potentially ranging from a number of days to up to six
months. The manufacturing technology also allows particles to be engineered with high precision and
consistent size, alongside other key characteristics.

Markets of focus for such preparations include endocrinology, oncology, and ophthalmology/CNS. Sustained
release programs are underway in:

(i) endocrinology – a lead programme in acromegaly, an endocrine disorder in which the body produces
too much growth hormone, and a second programme in carcinoid syndrome, an oncologic disorder
of neuro-endocrine tumours;

(ii) oncology – in the chemoembolisation of multiple cancer types especially liver and gastro-intestinal tract
tumours; and

(iii) ophthalmology – in uveitis (inflammation of the eye).

Research and development activities

The Group’s ongoing development program is summarised as follows:

(i) Acromegaly and Carcinoid Syndrome – Octreotide is an existing immediate-release injection
product used to decrease the production of growth hormone in people suffering acromegaly. It is also
the most important form of treatment for carcinoid syndrome that occurs with carcinoid tumours
(hormone producing cell tumours in the body). The Group is looking to develop a sustained release
version of this product, called ‘Q-Octreotide’ that will compete with the market leader Sandostatin
(marketed by Novartis). This project is undergoing a final formulation optimisation process and will then
be ready for bio-equivalence human studies starting in the second half of 2015 and completing by the
end of 2016. This will then lead to potential filing in the first half of 2017 and potential product sales in
the United States and the European Union in 2018. The Group will look to partner this programme
prior to commercialisation.
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(ii) Uveitis – Uveitis is an inflammatory process affecting the iris, the ciliary body, the choroid layer or all
or part of these structures of the eye. Significant vision loss can occur in up to 35 per cent. of children
and adults with uveitis and total blindness as a result of uveitis accounts for 10 per cent. to 15 per
cent. of all cases. Cyclosporine is an immunosuppressant compound that is marketed by Allergan for
use of chronic dry eye syndromes. Whilst there are currently alternative treatments for uveitis (such as
corticosteroids), a treatment that permanently controls inflammation, with a good short- and long-term
safety profile, has yet to be developed. The Group is pursuing in-house development of ‘Q-Cyclosporin’
sustained release treatment for uveitis. This internally funded project is in its formulation phase and is
anticipated to reach clinical stage in the second half of 2016. Clinical development is likely to be
conducted through Phase Ib and Phase II studies, with marketing authorisation filings potentially being
approved in 2019.

(iii) GLP-1 – In parallel with its research and development activities on a GNP-conjugated transbuccal
application of GLP-1 for the potential treatment of type 2 diabetes (see paragraph 4.5.1.2 above), the
Group is developing formulations for encapsulation of the therapeutic drug Exenatide, as marketed by
Astrazeneca. Exenatide must currently be administered via injections and has been known to induce
nausea in patients due to a ‘burst’ effect of the therapy upon injection. The Group, through the Q Chip
technology, is developing a sustained release version of the product, Q-Exenatide.

The Group also has a number of partnered programmes for the sustained release technology including:

(iv) Targeted embolic microsphere therapy for liver and gastro-intestinal tract cancers – blocking
of the blood supply to the tumour is an effective method for combating certain tumour types. The
Group is collaborating with an international specialist healthcare company to provide improved
formulation technology to treat certain tumours in the liver. The programme is moving into the last stage
of pre-commercial collaboration.

4.5.5 Research and development summary

The research and development activities outlined in paragraphs 4.5.1 to 4.5.4 above are summarised as
follows (timelines are the Directors’ estimates and are subject to a number of factors, including positive
results from clinical trials and in many cases the conclusion of successful licence agreements; as a result
they may be subject to delay or change):

Endocrinology

Oncology

* partnership under active discussion

4.5.6 Research and development facilities

The Group has GNP research and development laboratories in Oxford UK and Bilbao Spain, as well as a
polymer micro-sphere laboratory in Cardiff (obtained through the Q Chip Acquisition) used for development
purposes only of its sustained release technology.
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The research and development staffing complement for these three sites comprises 12 PhD scientists, seven
MSc scientists, 13 BSc scientists and six diploma technicians.

4.6 Manufacturing

4.6.1 GNP drug conjugate platform

The Group has a manufacturing facility in Bilbao, Spain. The facility received cGMP certification in 2011 and,
as detailed below in relation to sterile injectables, is currently awaiting an inspection following an €800,000
refurbishment in 2014 to confirm the compliance of the refurbished facility as a whole. Assuming the
refurbished facility is re-certified as being cGMP compliant, it is considered by the Directors to be unique in
Europe as a cGMP certified manufacturing facility for solid core inorganic nanoparticles with sufficient
capacity for producing clinical trial materials. The Group established this state-of-the-art non-sterile
manufacturing facility in order to control the production and development of the Group’s GNP production.
Furthermore, as referenced above, the Group completed a significant upgrade to the site in September
2014, creating an integrated but separate unit for production of sterile candidate compounds within the
GNP manufacturing facility in order to clinically test and evaluate candidate GNP-based cancer vaccines
and GNP-chemotherapeutics. The facility includes a manufacturing suite, quality control laboratories,
research laboratories, administrative space and room for future expansion. The facility also enables the
Group to undertake research and pre-clinical activities. The facility is located in the Vizcaya Technology Park
which is near Bilbao, Bilbao airport and a number of universities from which the Group benefits from post-
graduate talent recruitment, including The Centre for Cooperative Research in Biomaterials in San Sebastian,
which is focused on nanotechnology.

The facility extends over 750 square metres, has capacity for further expansion and is also currently under
evaluation by a US-based company seeking facilities to manufacture its products, which if successful could
lead to a manufacturing contract with potentially substantial revenues.

EU funded scale up

In September 2014, a consortium led by Midatech Limited was selected to receive €7.9 million of grant
funding from Horizon 2020, the European Union research and innovation programme backed by the
European Commission aimed at securing Europe’s global competitiveness. Of the total amount, €3.4 million
is for the Group directly, with the balance going to consortium partners that will be involved in the scale-up
of Midatech’s GNP manufacturing capacity. A consortium of nine partners was selected to receive the
funding, including Midatech as lead proposer, for the proposal of “NanoFacturing – The Development of
Medium- and Large-Scale Sustainable Manufacturing Process Platforms for Clinically Compliant Solid Core
Nanopharmaceuticals”. The project had been evaluated by five independent experts and resulted in the
consortium being selected to be awarded one of only two grants available out of eighteen competing bids.
The Horizon 2020 European Union grant submission was supported by Eli Lilly and Company. Definitive
grant documentation is currently being prepared by the partners to formalise the award ahead of payment.

NanoFacturing is a scalable manufacturing platform to be developed by Midatech to support the wide range
of nanopharmaceutical products being developed in Europe. It aims to address the small and medium scale
needs of early phase clinical trials and niche applications, whilst also supporting the development of clinically
compliant, sustainable large scale manufacturing processes capable of taking these products through Phase
III trials into commercial manufacture and supply into large potential markets.

The project will focus on, inter alia, (i) creating cGMP pilot lines for up-scaling manufacturing; (ii) taking
nanomaterials already successfully produced at proof-of-concept/milligram levels and facilitating their scale-
up to kilogram quantities; and (iii) providing large-scale and cGMP production for clinical trials and
nanomedicine production. The project will develop a GNP-based drug conjugate delivery system towards
commercialisation, including inter alia: (i) the synthetic processes, functional specifications and best practices
to ensure efficient translation of agents from discovery through to first in man; and (ii) proof-of-concept
studies and beyond to Phase III trials and commercialisation, according to industrial and regulatory
standards.

GNP production

The Group’s GNPs are manufactured in a proprietary process in which the nanoparticles self-assemble at
room temperature. The main manufacturing unit was certified in February 2011 to operate to standards of
cGMP and the Directors believe that the newly refurbished facility will receive updated certification in early
2015. The facility houses two ‘Class C’ clean rooms appropriate for manufacture of pharmaceutical grade
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material. The site has capacity for manufacturing enough material for clinical trials. The process is engineered
to be easily scalable and so capacity can be expanded quickly if needed for larger trials and potential
subsequent sales. The manufacturing facility gives Midatech complete control over GNP quality and supply.
In addition to quality control issues, in-house development of manufacturing capabilities adds additional
value to the Company through revenue gained from retaining manufacturing rights. The Directors believe
that other early stage nanotechnology companies outsource manufacturing to partners due to the complexity
and relatively high cost involved with setting up a manufacturing operation. The Directors believe that
although outsourcing lowers up-front investment, it gives away control over manufacturing, which can
frequently lead to quality issues and supply constraints, especially when production needs to be scaled up.

Manufacture of sterile injectables for human studies

In order to be in a position to clinically test and evaluate candidate GNP-based cancer vaccines and GNP-
chemotherapeutics, which are administered by intravenous injection, clinical candidate compounds have
to be produced under sterile conditions. To that end, the Group completed a major upgrade of its
infrastructure in September 2014 costing €800,000 by integrating a separated sterile production unit within
the cGMP manufacturing containment area. The Spanish regulatory authority is due to inspect and grant
the required licences for European compliance once the facility is fully validated, which is anticipated to
occur in early 2015.

4.6.2 Sustained release platform

Manufacturing of cGMP grade materials within the Group’s sustained release platform (acquired through Q
Chip) is outsourced to a third party, Nova Laboratories Ltd (“Nova”). Some investigational projects for third
parties are carried out in Cardiff utilising the ISO 9000 quality system. Nova operates a fully compliant
pharmaceutical quality system and is licensed by the MHRA and recently underwent a pre-approval
inspection by the FDA in September 2014, the results of which are awaited. The Group’s five year contract
with Nova is due to expire in July 2018 and has no minimum order sizes, thereby ensuring that the initiation
of each manufactured batch is solely within the control of the Group.

5. Market Overview

5.1 Background and market overview

At its most basic level, nanotechnology allows scientists to specify the exact shape, size, and atomic
composition of a given product. The success of nanotechnology in the healthcare sector is driven by the
possibility to work at the same scale of several biological processes, cellular mechanisms, and organic
molecules; for this reason, medicine has looked at nanotechnology as a potential solution for the detection
and treatment of many diseases. In the opinion of the Directors, nanomedicine is a relatively young field
and, despite significant recent advancements, has yet to be exploited to its full potential.

The size of the global nanomedicine market has been estimated by Transparency Market Research 2014 to
have totalled $78.5 billion in 2012 and is expected to reach $177.6 billion in 2019, representing a CAGR of
12.3 per cent. Oncology is the dominant sector with a market share of approximately 38.0 per cent. in 2012,
driven by already marketed products such as Abraxane. Future additional growth is anticipated to be driven
by neurology, cardiovascular, anti-inflammatory, anti-infective, and more oncology.

The global market for advanced drug delivery systems (including nanobased systems), according to BCC
Research 2013, was valued at nearly $176.7 billion in 2012 and is expected to grow to approximately $212.8
billion by 2018, equating to a CAGR of 3.1 per cent. Within this market, MarketResearch.com predicts that
40 per cent. will be accounted for by nanobased systems and of which liposomes and gold nanocarriers
will account for 45 per cent. of the total addressable market. Liposome technology has been estimated to
offer the largest addressable market ($15 billion) in 2021 while gold nanocarriers (which would include the
Group’s GNP technology once commercialised) is estimated to see the highest CAGR, 53.8 per cent., in
the next decade.

The Directors therefore consider that Midatech’s GNPs represent the latest generation of nanomedicine,
being one facet of the technology that is the fastest growing sector within the nanomedicine market.

5.2 Opportunities

As detailed in section 4.5 above, the Group is developing medicines to address commercial opportunities
within the following three key markets:
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Diabetes

The sixth edition of the International Diabetes Federation (“IDF”) report estimated that in 2013, 382 million
people were living with diabetes and by 2035 this will rise to 592 million. Currently there are approximately
40 million diabetics in North America and 56 million in Europe. The IDF considers that there are additionally
176 million people who have diabetes but remain undiagnosed.

There are two types of diabetes – type 1 diabetes (“T1DM”) and type 2 diabetes (“T2DM”). Individuals with
T1DM do not produce any insulin, a hormone which controls the amount of glucose in the blood. Individuals
with T2DM do not produce enough insulin or their body cells do not react to insulin. T2DM tends to develop
later in life than T1DM. Individuals with T1DM are typically dependent on insulin for survival using a regime
of insulin administered in multiple daily injections or control by an insulin pump. Individuals with T2DM may
control their disease for a time with lifestyle intervention, oral therapies or injections of GLP-1. However,
many T2DM individuals will eventually require insulin to achieve adequate disease control.

For those diabetic patients requiring insulin currently, conventional administration is by subcutaneous injection
or continuous subcutaneous infusion which can be challenging from both compliance and efficacy
perspectives. Novel routes of insulin administration are an area of significant interest in the diabetes field
and Midatech’s transbuccal insulin is such a product being evaluated as a non-injectable mode of insulin
administration whereby the insulin is ingested orally.

Oncology

Cancer is currently the second leading cause of death in both the USA and Europe. GLOBOCAN 2012
estimated that 14.1 million new cancer cases and 8.2 million cancer-related deaths occurred globally in
2012, compared with 12.7 million and 7.6 million, respectively, in 2008. The most common causes of cancer
death were cancers of the lung (1.6 million, 19.4 per cent. of the total), liver (0.8 million, 9.1 per cent.), and
stomach (0.7 million, 8.8 per cent.). Projections based on the GLOBOCAN 2012 estimates predict a
substantive increase to 19.3 million new cancer cases per year by 2025, due to growth and ageing of the
global population. Cancer probably shows the highest clinical complexity, with more than 200 known forms
of the disease, and often by the time a diagnosis is reached, it has already spread from one organ to another
(metastasised).

Orphan cancer drugs are one of the pharmaceutical industry’s highest growth markets, and recent figures
from Thomson Reuters underscores the likelihood that the accelerating rise in orphan revenue will drive the
development of the next generation of experimental products. Thomson Reuters 2012 project that orphan
cancer drugs (the market for which is now worth more than $50 billion) can continue to outpace the rest of
the field, protected by special terms on exclusivity, strong subsidies for new research, shorter and less
expensive timelines for development and lower regulatory fees. Oncology represents the biggest disease
category for new orphan drugs. Approximately 40 per cent. of today’s orphan drugs are used to treat cancer,
a reflection of the growing understanding of the way that genetic aberrations can be used to identify specific,
small patient populations.

Current therapies that often include a combination of surgery, chemotherapy, immunotherapy and
radiotherapy remain insufficient. The Directors believe that the offering of more therapeutic options and the
advancement of nanotechnology and drug targeting bears the potential to provide a more effective answer
to the complexity of cancer and promises tremendous opportunities to not only improve upon existing, well-
established treatments, but also to develop new and innovative approaches. Many good products to kill
cancer cells exist but they have dose-limiting side-effects which means the dose has to be limited and is
thus not optimally effective. Furthermore, many currently available oncological drugs are unable to get inside
the cancer cell to kill the tumour.

Midatech is pursuing improved forms of cancer therapy based on combining chemotherapeutic medicines
with tumour-targeting molecules on the same nanoparticle. This will allow existing but highly toxic drugs to
be specifically targeted thereby reducing side effects and enhancing efficacy. At present, several oncology
projects (including brain, ovarian, liver and pancreas) are being pursued based on similar principles and
using similar chemotherapeutic agents with different targeting agents.

Neuroscience

The market for CNS disorder drugs comprise of drugs used for the treatment of diseases affecting the brain
or spinal cord such as epilepsy, Parkinson’s disease, Alzheimer’s disease, depression, anxiety and bipolar
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disorders. The market for CNS disorders is categorised into three segments: psychiatry, neurology and pain
relief drugs market. The rapidly increasing geriatric population base is resulting in an elevated incidence in
levels of CNS disorders, driving the growth of the market for CNS drugs.

The blood-brain barrier (“BBB”) prevents nearly 100 per cent. of large-molecule neurotherapeutics and more
than 98 per cent. of all small-molecule drugs from entering the brain. Overcoming the difficulty of delivering
therapeutic agents to the brain presents a major challenge to the treatment of most brain disorders. In its
neuroprotective role, the blood–brain barrier functions to hinder the delivery of many potentially important
diagnostic and therapeutic agents to the brain. There is thus only a small subset of CNS diseases for which
drugs exist that are able to cross the BBB. Other CNS conditions and cancers for which there is a high
unmet medical need are generally not treatable with current CNS drugs and have no or few treatment options
include: brain cancer, Alzheimer’s disease, Parkinson’s disease, Huntington’s disease, A.L.S., multiple
sclerosis, neuro-AIDS, stroke, brain or spinal cord trauma, autism, lysosomal storage disorders, fragile X
syndrome, inherited ataxias, and blindness.

The Group’s GNPs have distinctive properties which are being engineered to facilitate movement across
the BBB of therapeutic compounds.

5.3 Competitors and positioning

The Group’s drug conjugate platform is among the latest generation of nanomedicine technology: liposomes
followed by various polymeric nanoparticles were the first nanotechnologies, and now inorganic nanoparticles
like Midatech GNPs are emerging as the fastest growing sector within the nanomedicine market. The speed
and nature of technological change means that physical science is always evolving and new competition
and alternatives are always a possibility, however the Directors believe that Midatech has established
competitive advantage over its peers. As a result of the combination of its platform technology, intellectual
property and proprietary know-how, the Group has a protected position in the nanoparticle space which
allows the potential for highly differentiated drugs serving high unmet needs like orphan oncology to be
rapidly and independently manufactured and scaled.

Competitive dynamics:

Barriers to entry for competitors are high. The very significant level of capital, scientific capabilities, and
infrastructure required to achieve what Midatech has done to date may deter new entrants. A high degree
of specialisation and expertise in equivalent drug conjugate technology and relevant therapeutic areas is
essential which Midatech has built up over many years since inception. The power of suppliers is relatively
low given Midatech’s manufacturing autonomy. Power of buyers – pharmaceutical companies – is important
insofar as they may be partners for the commercialisation and distribution of Midatech compounds such as
endocrinology and insulin, however in the oncology and ophthalmology programs the intention is that
Midatech may commercialise these without the need for pharmaceutical partners. Even for large
pharmaceutical companies, the know-how, manufacturing, and effort involved in getting Midatech to its
current stage of business development would likely see them engage as partners rather than as competitors.
Competitive pressures or substitutes for Midatech compounds like all biogenetic products come from
traditional non-GNP therapeutic drugs, biosimilars, or new chemical entities. The growing trend of drug sales
produced using biotechnology products suggests that the threat from traditional compounds as substitutes
is potentially weak and shrinking: in 2014, approximately 60 per cent. of approved molecular entities were
speciality biotechnology drugs. By the end of the decade, 50 per cent. of drugs are expected to be
biotechnology drugs. Biosimilars could become a competitor to nanotech drugs, however this is currently
uncertain given the difficult pathway for regulatory approval and concerns of minor differences affecting drug
efficacy and safety as well as the significant cost involved in developing and approving biosimilars which
can run into hundreds of millions of dollars.

Competitive technology:

The main competing nanotechnologies are liposomes, polymers, carbon assemblies and other
inorganic/metallic platforms. Carbon assemblies are not widely used in healthcare applications. Most nano
activity has traditionally involved liposomes and polymers. More recently the focus has moved to include
inorganic nanoparticles using solid cores where Midatech is one of a few companies using gold. To the best
of the Directors’ knowledge, the Group is the only company using non-colloidal gold (colloidal gold is defined
as larger gold nanoparticles 10 – 15 nm and more, whereas Midatech is less than 2 nm) and is sufficiently
progressed with the technology to be at the point of entering Phase II clinical trials. In the opinion of the
Directors, Midatech is thus well positioned versus the other technologies and companies providing a
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differentiated platform that imparts favourable characteristics in drug delivery, including targeting and mobility,
solubility (for otherwise non soluble compounds), stability (of peptides), compatibility (inert and biocompatible)
and highly controlled delivery and release in the cell.

Competitive therapeutic areas:

In diabetes, research on various alternative insulin delivery systems include inhaled, oral, nasal, pulmonary,
ocular, rectal, transdermal, and transbuccal routes of delivery. Inhaled insulin has as yet failed to show the
anticipated success due to poor dosing flexibility, inconvenient administration, and safety concerns. Oral
insulin remains a challenge because of susceptibility to hydrolytic degradation by acid and enzymes, low
membrane permeability and low bioavailability. Midatech is focused on buccal administration, where the
Directors consider the GNP technology can successfully leverage the significant lymphatic and blood supply
found in the buccal mucosa for the administration of GNP bound insulin.

Much of the historical and current focus and activity of the nanomedicine market is oncology. Within this
domain, the Directors consider that Midatech is well positioned given the Group’s focus on selected orphan
oncology applications where unmet needs persist, an accelerated regulatory process is possible and fewer
companies compete (reflecting the challenges that need to be addressed). The other Midatech therapeutic
areas (endocrinology, ophthalmology and neuroscience) are less active than oncology, which the Directors
believe allows the advantages of GNP technology to be leveraged beyond the capabilities of other
technologies, such as peptide stability, the ability to cross membranes (blood brain barrier, buccal mucosa)
and excretability. Similarly, with the Midatech sustained release technology, the ability to address
shortcomings of other controlled technologies such as burst, lag, release profile and consistency enables
Midatech to pursue unmet opportunities such as sustained release octreotide, which to date has no generic
competition despite being off patent for many years.

Competitive companies:

The following views are those of the Directors, to the best of their knowledge.

From a technology perspective, other companies using gold nanoparticle technologies are believed by the
Directors to include Aurasense, CytImmune, and AuraLase. Some companies use larger colloidal gold
nanoparticles of 10 to 15nm or bigger, whereas Midatech uses non-colloidal gold cores smaller than 2nm.

From a therapeutic perspective, other companies using non-injectable insulin include Mannkind, Oramed
Pharmaceuticals, Afrezza and Generex. Midatech is one of the few focused on buccal administration.

In oncology, there are marketed nanodrugs on the market including Abraxane for breast and various other
cancers, Doxil for ovarian cancer, ThermoDox for breast and liver cancer, as well as a number of drugs in
development for various cancers at Phase I or II. 

Midatech is pursuing orphan and rare oncology indications – for both its GNP technology (in liver, brain and
ovarian cancer), as well as sustained release technology (for chemoembolic therapy) – where therapies in
development and on the market are limited. In neuroscience, Midatech is one of a few companies developing
nanotechnology treatments focused on getting therapies across the blood brain barrier to treat diseases
like Multiple Sclerosis, Alzheimer’s, and Parkinson’s disease.

5.4 Regulatory environment

Midatech operates in a regulated sector where a number of regulations need to be adhered to.

The GNP manufacturing facility in Bilbao operates under the cGMP guidelines for Investigational Medicinal
Products and has been licensed to manufacture non-sterile investigational medicinal products since March
2011, with indefinite validity (subject to passing regular inspections). The facility underwent an €800,000
refurbishment in 2014 to enable the manufacture of sterile injectables and the amended certification of the
facility is subject to an inspection in early 2015. Midatech performs its investigational work in accordance
with the European Commission recommendation on a Code of Conduct for responsible nanosciences and
nanotechnologies research.

The Group’s health and safety control is subcontracted to a specialist provider and complies with all Spanish
employee and work regulations.
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Waste solutions and products are suitably disposed of under contract with a licensed provider for this
purpose. Prior to disposal, hazardous waste materials are stored under appropriate conditions. Solvents
and other inflammable reagents are stored in appropriate fire containment storage cabinets.

The Group’s polymer microsphere manufacturing activities in the UK is outsourced to Nova, a contract
manufacturing organisation based in Leicester. The Nova facility is MHRA approved and product is
manufactured to cGMP standards at an appropriate level for the Group’s needs. Polymer manufacturing is
compliant with all health and safety regulations. Waste handling is undertaken by a contract firm specialising
in removal and disposal of all hazardous waste.

6. Business and Commercialisation Strategy

The Directors’ business and commercialisation strategy is based on maturing its technology platforms with
a clear focus on the Group’s key therapeutic areas of oncology, endocrinology and neuroscience (including
ophthalmology), along with strategic late stage product focused acquisitions. Together, these are expected
to drive a commercial pipeline of products with improved essential parameters, over and above the currently
marketed source compound, including safety, tolerability, efficacy and compliance profiles. The Directors
are of the opinion that the team has significant industry and technical experience and is highly capable of
and committed to building the value of the Group.

Midatech’s business model has three components:

a. Own products: development and commercialisation of products is done in-house without engaging
partners to support the product. This applies particularly to oncology applications.

b. Partner Products: development and commercialisation is done together with the Group’s partner-
supported and licensed products, principally in diabetes, ophthalmology and neuroscience.

c. Acquisitions: of later stage, strategic opportunities with complementary focused portfolios; or
complementary technologies that are synergistic to that of Midatech, accelerate revenue, and are value
accretive.

The Group also aims to expand its vertical integration by leveraging its integrated manufacturing capabilities.

The Directors’ commercialisation strategy intends to build a long term, profitable and commercially focused
enterprise with revenues generated as follows:

a. Research and development collaborations: in the near term, revenues are anticipated to be driven by
collaborations such as those that currently exist (see paragraph 4.3 above), and new potential
customers using the Group’s technologies to address their pharmaceutical challenges.

b. Partner licensing and royalty deals: in the period from 2015 to 2018, revenue growth is anticipated to
be aligned to licensing transactions from those partnerships outlined above as well as new potential
partnerships, with possible product royalties realised from 2016 to 2017.

c. Own products commercialisation: in the third stage of the Group’s evolution, expected to be from
2018-2019, the Group’s own products are anticipated to reach market in the specialised orphan sector,
and a commercial sales organisation to be deployed initially in the United States and then in Europe to
drive sales and revenue growth from Midatech’s own product launches.

d. Acquisitional: in support of and in addition to above, the Group may seek value accretive and synergistic
target companies and portfolios that would accelerate ‘own product’ recurring revenues and profitability
via products in market.

In diabetes, the Directors, alongside the Group’s MidaSol Therapeutics joint venture partner MonoSol, intend
to conduct a Phase IIa clinical trial with MidaForm™-Insulin-PharmFilm® in humans with type 1 diabetes in
2015. Pending successful completion thereof and positive results, the Group will prepare for Phase IIb and
potential outlicensing deals. Midatech would seek revenues from an initial upfront payment, licence
payments, manufacturing fees and royalties. A similar approach is anticipated with other Midatech diabetes
products such as GLP-1 when appropriate.

In oncology, Midatech believes that it has the opportunity to roll out its own commercial capabilities in the
US and Europe around the market entry of its orphan oncology program products. These products require
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small dedicated medical liaison teams rather than full pharmaceutical sales forces. Midatech will also look
for further in-licensing acquisition opportunities to grow revenues in this sector.

In neuroscience/ophthalmology, commercialisation will focus on products for the treatment of uveitis and
other conditions of the eye, Parkinson’s, Alzheimer’s and Multiple Sclerosis in partnerships with leading
speciality pharmaceutical companies, where Midatech would seek to earn licence payments, manufacturing
revenue and royalties.

7. Selected Aggregated Historical Financial Information 

Since the date of its incorporation, the Company has not yet commenced operations and, save for the effects
of entering the Q Chip Acquisition Agreement and the Share Exchange Agreement, has no material assets or
liabilities, and therefore no financial statements in respect of the Company have been prepared as at the date
of this Admission Document. Furthermore, two of Q Chip’s subsidiary companies, OpsiRx Pharmaceuticals
Limited and OpsiRx Holdings Limited, were incorporated in June 2014, have no material assets or liabilities
and have not traded since incorporation; they have therefore not produced any financial information.

Unaudited aggregated financial information for the three years ended 31 December 2013 and for the six
months ended 30 June 2014 has been prepared in order to give an indication of the financial trading history
of Midatech Limited and its subsidiary companies and Q Chip Limited and its subsidiary on an aggregated
basis for the whole three and a half year period.

The unaudited aggregated financial information for the three years ended 31 December 2013 set out below
has been derived by aggregating the relevant balance(s) from the consolidated audited financial information
of Midatech Limited in section B of Part IV of this document with the equivalent balance(s) set out in the
consolidated audited financial information of Q Chip Limited in section E of Part IV of this document.

The unaudited aggregated financial information for the half year ended 30 June 2014 set out below has
been derived by aggregating the relevant balance(s) from the consolidated unaudited interim financial
information of Midatech Limited in section C of Part IV of this document with the equivalent balance(s) set
out in the consolidated unaudited interim financial information of Q Chip Limited in section F of Part IV of
this document.

No further adjustments have been made to this aggregated financial information, including no acquisition or
merger accounting adjustments and no adjustments in respect of potential synergies.

The historical financial information and interim financial information, which formed the sources for the
aggregated financial information, have been prepared in accordance with IFRS, and should be read in
conjunction with the selected aggregated financial information. Investors should not rely solely on the
selected aggregated financial information below.

Six months Six months 
Year ended Year ended Year ended ended ended 

31 December 31 December 31 December 30 June 30 June 
2011 2012 2013 2013 2014 

(unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
£’000 £’000 £’000 £’000 £’000

Revenue 310 238 233 55 231
Loss from operations (5,736) (6,235) (6,541) (3,469) (3,842)
Loss after tax (5,743) (6,123) (6,603) (3,428) (3,830)

As at As at As at As at As at
31 December 31 December 31 December 30 June 30 June 

2011 2012 2013 2013 2014 
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited)

£’000 £’000 £’000 £’000 £’000

Cash 4,178 153 2,600 678 1,934
Net (liabilities)/assets (931) (6,744) (3,406) (6,165) (5,755)
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8. Unaudited Pro-forma Statement of Net Assets

Part V of this document contains an unaudited pro forma statement of net assets, which illustrates the effect
of the: (i) Q Chip conversion of loan notes; (ii) conversion of the A Preference Shares into Deferred Shares
and allotment of the Preference Exchange Shares; and (iii) the Placing on the consolidated net assets of the
Group as if they had all occurred on 30 June 2014. On a pro forma basis and assuming that such events
were all completed on 30 June 2014, the Group would have had cash of approximately £33.4 million, and
net assets of approximately £47.3 million, as at that date.

9. Current Trading and Prospects

Since 2010, Midatech Limited has primarily focused on research and development of its insulin GNP.
Following the strategic review by the Board in early 2014 the Company is now focused on the therapeutic
areas as outlined in section 4.5 of this Part I.

Aside from funding working capital, proceeds from the IPO are to be used to fund research and development
activities, mainly in the areas of endocrine disorders and oncology. The insulin programme is entering a key
phase with the forthcoming Phase IIa clinical trial, the results of which, if positive, could lead to a significant
licensing event. The fast-following GLP1 programme will add another element to the diabetes portfolio as it
moves through its Phase I human safety study in 2015. The oncology programme is moving into the final
series of pre-clinical studies in collaboration with Dana Faber that will determine the optimal nanoconjugate
combination to treat glioblastoma. These studies will conclude in late 2015 before moving on to human
trials. The recently completed €800,000 upgrade to the manufacturing facility in Spain enabling the
manufacture of sterile product, as discussed in paragraph 4.6.1 of this Part I, has come at a critical time for
the oncology programme and will enable these human studies to proceed, scheduled for 2016.

As discussed above, the Q Chip Acquisition brings its own clinical and pre-clinical programmes. The two
lead programmes are all entering key phases in their development. Once the Q-Octreotide project achieves
its final formulation it will likely move into the bio-equivalence human study starting in the second half of
2015 and completing by the end of 2016. The beads programme for cancer therapy for liver and gastro-
intestinal tract tumours is expected to move into a manufacturing scale-up phase in the course of 2015 in
preparation for a proposed product release in 2016 to generate royalty revenue for the Group.

In the course of 2014, operations and management have been restructured and the financial impact of those
activities is reflected in the results for the year to date and the benefits will be reflected in the results going
forward. This includes a number of significant staff changes and the closure of operations in Basel,
Switzerland and Geleen, Netherlands.

10. Details of the Directors and Senior Management

10.1 Board of Directors

Summarised biographies of the Directors and details of their roles, including the principal activities performed
by the Directors outside the Group, are set out below.

Mr Rolf Stahel – Non-Executive Chairman (age 70)

Mr Stahel has approximately 40 years of experience in the pharmaceutical industry, of which around 20
years were spent at chief executive and board level in public companies listed in the United Kingdom,
Switzerland and the United States and private life science companies registered in Europe, the United States
and Asia. Mr Stahel joined Shire as chief executive in 1994 following a 27-year career at Wellcome plc (now
GlaxoSmithKline plc). Mr Stahel is currently the non-executive chairman of Connexios Life Sciences Pvt Ltd
and Ergomed PLC, and was previously the non-executive chairman of EUSA Pharma, Cosmos
Pharmaceuticals SpA, PowderMed Ltd and Newron Pharmaceuticals SpA.

Dr James (Jim) Neil Phillips, MB, ChB, MBA – Chief Executive Officer (age 52)

Dr Phillips has a strong background in company leadership and business development, and is a physician
by training. Jim founded Talisker Pharma in 2004, which was the first and cornerstone acquisition of EUSA
Pharma in 2006. As president of Europe and senior vice president, corporate development, of EUSA Pharma
Inc., Dr Phillips led the strategy resulting in the acquisition of OPI and its ultimate acquisition by Jazz
Pharmaceuticals in 2012. Jim is currently a non-executive director of Herantis Pharma PLC, listed in Helsinki,
Insense Ltd, a private spin-out from Unilever, and, until joining Midatech, was chairman of Prosonix Limited,
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guiding its successful transformation into a respiratory-focused business. Dr Phillips initially held senior
positions at Johnson & Johnson and Novartis Pharmaceuticals. At Novartis, Dr Phillips was in Clinical &
Business Development and was a board director of the $1.3 billion arthritis, bone, gastrointestinal,
haematology and infectious diseases business unit and a member of the company’s Clinical Leadership
Team.

Mr Nicholas (Nick) John Robbins-Cherry, ACA, MBA – Finance Director (age 45)

Mr Robbins-Cherry is a Chartered Accountant and MBA with extensive commercial and finance experience
gained in the life sciences, technology and consulting sectors, including roles at CACI Limited, Johnson &
Johnson and ICI PLC. Mr Robbins-Cherry has a strong track record in mergers and acquisitions and of
managing complex multi-national businesses. Mr Robbins-Cherry qualified with Coopers & Lybrand (now
PricewaterhouseCoopers) and also has a BSc in Pharmacology.

Mr John Joseph Johnston – Non-executive Director (age 55)

Mr Johnston is currently non-executive director of Flowgroup plc, Action Hotels and prior to this, was
managing director of Institutional Sales at Nomura Code. He was previously director of Sales and Trading
at Seymour Pierce from 2008 to 2011. In 2003, Mr Johnston founded Revera Asset Management, where
he oversaw an investment trust, a unit trust and a hedge fund, which he ran until 2007. From 1992 to 1997,
Mr Johnston was Head of Small Companies at Scottish Amicable, before spending a year at Ivory and Sime,
again as Head of Small Companies from 1997 to 1998. He joined Legg Mason Investors for three years as
Director of Small Companies Technology and Venture Capital Trusts, from 2000 to 2003, having previously
spent two years as Head of Small Companies with Murray Johnstone. Mr Johnston began his investment
career at the Royal Bank of Scotland in 1981, working in the Trustee and Investment department, before
moving to General Accident in 1985, holding the position of Head of Retail Funds before his move to Scottish
Amicable.

Dr Simon Turton, PhD, MBA – Senior Independent Non-executive Director (age 47)

Dr Turton previously headed Warburg Pincus’ healthcare investing activities in Europe and was a principal
at Index Ventures in Geneva. He has over 10 years of experience investing in biopharma companies following
a ten year career in the international pharmaceutical industry incorporating research, business development
and general management. Dr Turton has an MBA from INSEAD and a Ph.D. in pharmacy from the University
of London. He has been a board director of Archimedes Pharma, Eurand, ProStrakan and Tornier. Dr Turton
was most recently chairman of Q Chip and OpsiRx Pharmaceuticals prior to their acquisition by the Group.

Dr Simon (Sijmen) de Vries – Non-executive Director (age 55)

Dr de Vries has extensive senior level experience in both the pharmaceutical and biotechnology industry.
He is currently chief executive officer and chief financial officer of Pharming Group N.V., the Euronext-listed
pharmaceutical company. Dr de Vries was previously chief executive officer of both Switzerland-based
4-Antibody and Morphochem AG, and prior to this he worked at Novartis Pharma, Novartis Ophthalmics
and at SmithKline Beecham Pharmaceuticals Plc, where he held senior business and commercial positions.
Dr de Vries holds an MD degree from the University of Amsterdam and a MBA in General Management from
Ashridge Management College (UK).

Mr Paul (Pavlo) Protopapas (Protopapa) – Non-executive Director (age 48)

Mr Protopapa is the founder and managing partner of Ippon Capital, a private equity company based in
Geneva, Switzerland. He is the chairman and chief executive officer of Spacecode Holdings, a technology
provider in Healthcare & Luxury Goods, which he founded in 2005. He also serves as a non-executive
director and lead investor of Socure Inc, a SaaS-based internet security company operating out of New
York, USA. Pavlo has a Bachelor of Commerce (accounting, economics and commercial law) and Bachelor
of Accounting Science (accounting) from the University of the Witwatersrand and the University of South
Africa, respectively.  He completed his articles at KPMG in Johannesburg, South Africa and has more than
15 years of experience in international commerce as chief financial officer of the Steinmetz Diamond Group
from 1997 to 2012.

Mr Michele Luzi – Non-executive Director (age 57)

Mr Luzi is a partner in Bain & Company, based in the London office. He has recently led Bain’s EMEA
Telecommunications Technology Media Practice for seven years and he was a board director of Bain &
Company Global between 2006 and 2009. He has been a member of the World Economic Forum Global
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Agenda Council and of the Web Foundation Advisory Board. Prior to joining Bain & Company, Mr Luzi
worked in international management positions with Pirelli and also worked in Agusta and with the Italian
Trade Commission. Mr Luzi earned his MBA from INSEAD and graduated in Economics, with Honours, from
the University of Rome.

Mr Jeffrey (Jeff) Brown – Non-executive Director (age 53)

Mr Brown is the chief executive officer and founding member of Brown Equity Partners, LLC. Mr Brown has
served on the board of directors of over 40 companies during his 28 years in the investment industry.
Mr Brown was a senior vice president with Bank of America Venture Capital and has also been chairman of
the board of ten companies in both the public and private sectors. Mr Brown graduated Summa Cum Laude
and was a mathematics major from Willamette University in 1983. Mr Brown also graduated from the
Stanford University Graduate School of Business where he earned his MBA in 1987.

10.2 Senior management

Dr Craig Cook, MBBCH, BSc (Hons), DA, MBA – Chief Operating Officer/Chief Medical Officer

Dr Cook has more than 15 years of international experience in the pharma, biomedical and high technology
sectors including roles across a range of therapeutic areas, such as neurology, inflammatory, immunology,
and endocrine, covering both drug development and medical affairs. He has established and led several
healthcare initiatives including SpaceCode Healthcare Technologies, Sedation Solutions, and SwissCare
Health care provider. Previous appointments also include senior positions at Serono Biotech, Novartis
Pharma, Eli Lilly and Johnson & Johnson. Dr Cook is lead adviser for Ippon Capital SA’s life sciences practice.
He is a qualified physician, has a B.Sc. in Pharmacology, Diploma in Anaesthesiology, and M.B.A. from the
London Business School. He joined Midatech in 2014 after leading and concluding the Ippon Capital
investment round.

Tim Sparey PhD – Chief Business Officer

Dr Tim Sparey has almost 20 years of experience in the pharmaceutical and biotech industries. He joined
Q Chip as CEO in 2012 from Proximagen Group PLC where he was Head of Business Development for 3
years, following its acquisition by US Pharmaceuticals company Upsher Smith Laboratories. He previously
held director level positions in Licensing & Business Development and R&D at Merck Serono and Merck &
Co. Dr Sparey started his career with Merck & Co in neuroscience R&D following the completion of his PhD
at the University of Warwick in 1995.

Dan Palmer PhD, MBA – Chief Scientific Officer

Dr Palmer is a chartered chemist and cross-disciplinary scientist, specialising in polymer science and fluidics
for drug-delivery. He is an executive manager and innovator, with more than 10 years of industrial experience
in building and leading research and development programmes, teams and relationships. He is also
responsible for intellectual property strategy and management. Dr Palmer currently holds four degrees,
including a PhD and an MBA.

Justin Barry, BSc (Hons.), MBIOL, CBIOL, QP – Head of Manufacturing

Mr Barry is a biopharmaceutical industry executive with over 30 years of experience in setting up and leading
manufacturing and quality operations. Prior to joining Midatech, he led the Spanish operations for Genentech
where he first held the position of Quality Director before being appointed General Manager, performing a
pivotal role in the construction and set up of a new manufacturing facility for Avastin®, one of the most
successful biological drugs to date. Before that Mr Barry set up manufacturing facilities for the Wellcome
Foundation and GlaxoSmithKline in Europe and the USA. At GlaxoSmithKline he also held executive positions
in quality control and quality assurance. Mr Barry is a Chartered Biologist and a Member of the Society of
Biology. He is also a registered European Qualified Person.

11. Corporate Governance

The Directors recognise the importance of sound corporate governance and confirm that although
compliance with the UK Corporate Governance Code is not compulsory for AIM companies, following
Admission, they intend to comply with the QCA Corporate Governance Code, to the extent appropriate and
practicable for a company of its nature and size. Following Admission, the Board will comprise nine Directors
of which two are executives and seven non-executives, and reflects a blend of different experience and
backgrounds. The roles of Chairman (which is a non-executive position) and Chief Executive have been split
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by the Board and there is a clear division of responsibility between the two. The Board considers six of the
non-executive directors to be independent. The Company has a clear schedule of Matters Reserved for the
Board and Schedule of Authorisations for the senior management team.

Following Admission, the Board will meet regularly to review, formulate and approve the Group’s strategy,
budgets, and corporate actions and oversee the Group’s progress towards its goals. In accordance with
best practice, the Company has established audit, remuneration, nomination and disclosure committees
with formally delegated duties and responsibilities and with written terms of reference. From time to time
separate committees may be set up by the Board to consider specific issues when the need arises.

11.1 Audit committee

The audit committee will assist the Board in discharging its responsibilities, within agreed terms of reference,
with regard to corporate governance, financial reporting and external and internal audits and controls,
including, amongst other things, reviewing the Group’s annual financial statements, reviewing and monitoring
the extent of the non-audit services undertaken by external auditors, advising on the appointment of external
auditors and reviewing the effectiveness of the Group’s internal controls and risk management systems. The
ultimate responsibility for reviewing and approving the annual report and accounts and the half yearly reports
remains with the Board. Membership of the Audit Committee comprises Simon Turton, John Johnston and
it is chaired by Pavlo Protopapa. The audit committee will meet formally not less than twice every year and
otherwise as required.

11.2 Remuneration committee

The remuneration committee is responsible, within agreed terms of reference, for establishing a formal and
transparent procedure for developing policy on executive remuneration and setting the remuneration
packages of individual Directors. This includes agreeing with the Board the framework for remuneration of
the Executive Directors, the company secretary and such other members of the executive management of
the Group as it is designated to consider. It is furthermore responsible for determining the total individual
remuneration packages of each Director including, where appropriate, bonuses, incentive payments and
share options. No Director may be involved in any decision as to his/her own remuneration. The membership
of the remuneration committee comprises Simon Turton, Rolf Stahel and Michele Luzi and the committee
will be chaired by Sijmen de Vries. The remuneration committee will meet not less than twice a year and at
such other times as the chairman of the committee shall require.

11.3 Nominations committee

The nominations committee is responsible, within agreed terms of reference, for reviewing the structure,
size and composition of the board and recommending to the board any changes required, for succession
planning and for identifying and nominating for approval of the board candidates to fill vacancies as and
when they arise. The Committee is also responsible for reviewing the results of the board performance
evaluation process and making recommendations to the board concerning suitable candidates for the role
of senior independent director and the membership of the board’s committees and the re-election of
directors at the annual general meeting. The membership of the nominations committee comprises the full
Board and the committee is chaired by Rolf Stahel. The nominations committee will meet not less than once
a year and at such other times as the chairman of the committee shall require.

11.4 Disclosure committee

The disclosure committee is responsible, within agreed terms of reference, for ensuring compliance with
the AIM Rules and disclosure of information, in particular under AIM Rules 11, 17, 18 and 19. The disclosure
committee will work closely with the Board to ensure that the Company’s nominated adviser is provided
with any information it reasonably requests or requires in order for it to carry out its responsibilities under
the AIM Rules and the AIM Rules for Nominated Advisers. The disclosure committee comprises Nick
Robbins-Cherry, John Johnston and Jeff Brown and will be chaired by Jim Phillips. The disclosure committee
will meet at least four times a year and otherwise as required.

12. Scientific Advisory Boards

The Group retains a number of scientific advisory boards comprising senior figures from research and
industry with expertise in: (i) key areas including nanoparticles, materials chemistry, drug development and
delivery and patent protection; and (ii) key therapeutic areas, such as endocrinology, oncology, neuroscience
and ophthalmology.
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The Group’s primary scientific advisory board is the General Scientific Advisory Board. This board is chaired
by Professor Francesco Stellaci, who is Constellium Professor and Head of the Supramolecular
NanoMaterials and Interfaces Laboratory at the École Polytechnique Fédérale de Lausanne. Professor
Stellaci is joined on the board by: (i) Professor David Male, Professor of Biology at The Open University; (ii)
Professor Lorraine O’Driscoll, Associate Professor at the School of Pharmacy & Pharmaceutical Sciences
at Trinity College Dublin; (iii) Professor Soledad Penades, Professor of Biofunctional Nanomaterials at The
Centre for Cooperative Research in Biomaterials in San Sebastian, Spain, and a founder of Midatech Limited;
(iv) Dan McCurdy, senior vice president at RPX Corporation, Founder and Chairman of Patent Freedom,
former CEO of Allied Security Trust and founder and former CEO of ThinkFire, a provider of intellectual
property advisory services; (v) Michael Natan, Executive Director at Cabot Corporation, former CEO of
Oxonica Materials Inc. and inventor on 20 issued U.S. patents on gold-nanoparticle technology; (vi) Professor
Jean-Christophe Le Roux, Professor of Drug Formulation and Delivery at ETH Zurich; and (vii) Dr Silke Krol,
Principal Investigator and Group Leader, Laboratory of Nanomedicine, Istituto Neurologico “Carlo Besta”,
IFOM, Milan, Italy.

13. Reasons for Admission and Use of Proceeds

The Directors believe that Admission will be an important step in the Group’s development and will assist
the Group in its development by:

l providing resources to accelerate research and development on the Group’s target products and key
collaborations, and to further develop the Group’s novel technology platforms;

l enhancing Midatech’s profile amongst current and prospective partners, suppliers and customers;

l providing the potential to access capital to fund the Midatech’s future growth and support further
expansion plans as and when the Board believes to be suitable;

l providing a platform for further acquisitions of companies, products and intellectual property; and

l providing opportunities for the Group to attract, retain and incentivise high calibre employees and
enabling Midatech to incentivise key staff through equity-linked schemes.

The Placing will raise approximately £29.8 million (net of expenses) which is currently intended to be used
for the following purposes:

l approximately £5.2 million to fund a Phase IIa and a Phase IIb clinical trial with MidaForm™-Insulin-
PharmFilm® in humans with type 1 diabetes, ahead of potential outlicensing deals;

l approximately £3.9 million to fund a pre-clinical programme for the Group’s GNP-conjugated
transbuccal application of GLP-1;

l approximately £6.2 million to fund the development of the Group’s oncology programme, principally
covering pre-clinical trials of glioblastoma (brain), liver and pancreatic cancer treatment using the
Group’s GNP conjugates;

l approximately £8.3 million to fund the development of the Group’s neuroscience and sustained release
technology activities. Principal activities are anticipated to cover bio-equivalence human studies for
Q-Octreotide, formulation and clinical trials of Q-Cyclosporin and funding pre-commercial collaboration
and commercial manufacturing capabilities of the bead program for cancer therapy for liver and
gastro-intestinal tract tumours ahead of first product launch; and

l approximately £6.2 million for working capital purposes.

Pending these uses, the Directors intend to hold the net proceeds of the Principal Placing Shares in cash
deposits or hold them in short-term, interest-bearing investment securities. The net proceeds of the VCT/EIS
Placing Shares will be held in a separate bank account.

14. The Placing

Panmure Gordon has, as agent for the Company pursuant to the Placing Agreement, conditionally agreed
to use its reasonable endeavours to procure placees for the Placing Shares at the Placing Price. The Placing
Shares will be placed with institutional investors introduced by Panmure Gordon.
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The Placing Shares will be issued by the Company pursuant to the Placing, representing approximately
43.1 per cent. of the Enlarged Share Capital and raising approximately £29.8 million for the Company net
of estimated expenses.

The Placing Shares will be issued credited as fully paid and will, on issue, rank pari passu in all respects
with the Existing Ordinary Shares, including the right to receive all dividends and other distributions thereafter
declared, made or paid on the Enlarged Share Capital.

Of the total number of Placing Shares being placed in the Placing, a number comprise the VCT/EIS Placing
Shares which will be issued to those seeking to benefit from the tax advantages pursuant to the VCT and
EIS legislation. The VCT/EIS Placing Shares will be issued to the relevant Placees on 5 December 2014,
being one business day prior to Admission. The issue of the VCT/EIS Placing Shares shall therefore not be
conditional on Admission.

Accordingly, Placees subscribing for the VCT/EIS Placing Shares should be aware that there is no guarantee
that the remainder of the Placing and the Q Chip Acquisition will become unconditional or that Admission
take place. The working capital statement set out in paragraph 13 of Part VII of this document assumes
that all of the Placing Shares are issued and that Admission and the Q Chip Acquisition takes place. If all of
the Placing Shares are not issued and Admission does not take place, the Q Chip Acquisition will not become
unconditional and the Company will not be able to implement the strategy and growth plans as outlined in
this document.

The Placing of the Principal Placing Shares is conditional upon the VCT/EIS Placing Shares having been
issued and Admission becoming effective and the Placing Agreement otherwise becoming unconditional in
all other respects by 8 December 2014, or such later date (being no later than 22 December 2014) as the
Company and Panmure Gordon may agree. The Placing Agreement contains provisions entitling Panmure
Gordon to terminate the Placing prior to Admission becoming effective. If this right is exercised, the Placing
(with the exception of the issue of the VCT/EIS Placing Shares if it has already taken place at the time of
termination) will lapse. The Placing has not been underwritten by Panmure Gordon.

None of the Placing Shares has been marketed to or will be made available in whole or in part to the public
in conjunction with the application for Admission. The market capitalisation of the Company immediately
following the Placing, at the Placing Price, will be approximately £74.2 million.

Upon Admission, the allotment and issue of the Placing Shares, Initial Consideration Shares and Preference
Exchange Shares will result in an immediate dilution of 64.1 per cent. to holders of the Existing Ordinary
Shares who do not participate in the Placing. The Placing Shares represent 43.1 per cent. of the Enlarged
Share Capital upon Admission. Subsequent to Admission, Shareholders may experience further dilution
following the issuance of the Deferred Consideration Shares (assuming all such shares are issued) as further
detailed in paragraph 8 of Part VII of this document.

Further details of the Placing Agreement are set out in paragraph 17.4 of Part VII of this document.

15. Principal terms of the Q Chip Acquisition Agreement

On 17 November 2014, the Company entered into the Q Chip Acquisition Agreement, pursuant to which
the Company agreed to acquire the entire issued share capital of Q Chip, conditional on certain conditions
precedent, including Admission occurring.

The total consideration payable to the sellers of Q Chip is to be satisfied by the issue of the 5,077,122 Initial
Consideration Shares on Admission and the 299,624 Deferred Consideration Shares (subject to any
reduction due to any warranty claims), which are to be issued in two tranches: on the first anniversary of
Admission (as to 224,718, or 75 per cent. of such shares) and on the next business day following 30 June
2016 (as to 74,906, or 25 per cent. of such shares). Certain of the sellers of Q Chip have each given
warranties customary for a transaction of this type which concern the business, assets and affairs of Q Chip
and its subsidiaries. The warranties relating to tax issues continue for seven years from completion of the Q
Chip Acquisition, and the non-tax warranties continue from completion of the Q Chip Acquisition for a period
of 18 months. Claims for breach of warranty are subject to certain threshold provisions. The Q Chip
Acquisition Agreement also contains a customary tax covenant from certain of the sellers and also specific
indemnities concerning any claims that may arise from a breach of contract and/or negligence in relation to
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specific contracts that Q Chip has entered into. Claims for breach of warranty and such indemnities are
subject to an aggregate liability cap of £800,000. Liability for warranties as to title to shares and liability under
the tax covenant are not subject to such limit. 

During the period to completion of the Q Chip Acquisition certain of the sellers have jointly and severally
undertaken to ensure that the business of Q Chip and its subsidiaries is conducted in the ordinary and usual
course and to not take certain specified action in relation to the business without the consent of the Company.

In addition, certain key sellers have entered into non-competition and non-solicitation covenants in respect
of the business of Q Chip and Q Chip’s employees, customers and suppliers in the territories in which Q Chip
is principally engaged. The restrictive covenants continue for a period of one year from Admission.

Further details of the Q Chip Acquisition Agreement are set out in paragraph 8 of Part VII of this document.

16. Dividend Policy

The Company is primarily seeking to achieve capital growth for its Shareholders and it is the Board’s intention
during the current phase of the Group’s development to retain future distributable profits and only
recommend dividends when appropriate and practicable. In the long term, the Directors intend to follow a
progressive dividend policy in respect of excess reserves over and above that required to optimally fund the
development and growth of the Group.

17. Share Dealing Code

The Company has adopted, with effect from Admission, a share dealing code for the Directors and certain
employees which is appropriate for a company whose shares are admitted to trading on AIM (particularly
relating to dealing during close periods in accordance with Rule 21 of the AIM Rules for Companies) and
the Company will take all reasonable steps to ensure compliance by the Directors and any relevant
employees.

18. Share Incentive Arrangements

A key strength of the Company is its Directors and employees and, as such, the Board recognises the
importance of incentivising and motivating employees through a range of benefits, including share awards
and share options, which the Company believes will also align the interests of those Directors and employees
with Shareholders. 

The Group currently operates the Midatech Limited Enterprise Management Incentive Scheme, the details
of which are summarised in paragraph 11 of Part VII of this document. No further options are to be granted
under this plan following Admission. Following Admission, the Company intends to implement a new share
scheme, the Midatech Pharma PLC 2014 Enterprise Management Incentive Scheme (“2014 EMI”) although
there is no current intention to allot options under the 2014 EMI. Across the Share Schemes, the Group
intends to grant options over up to 10 per cent. in aggregate of the Ordinary Shares in issue at the time. A
summary of the rules of the 2014 EMI is set out at paragraph 11.4.2 of Part VII of this document. 

19. Lock-in and Orderly Market Arrangements

19.1 The Company has entered into certain Lock-in and Orderly Market Agreements with the Directors,
related parties, applicable employees (both such terms as defined in the AIM Rules for Companies)
and Panmure Gordon in accordance with Rule 7 of the AIM Rules for Companies. Pursuant to these
agreements each of the Directors, related parties and applicable employees (representing in aggregate
20.4 per cent. of the Enlarged Share Capital) has agreed not to dispose of any of his interests in
Ordinary Shares prior to the first anniversary of Admission, and thereafter for the following 12 months
only to dispose of them through the Company’s broker(s) at the relevant time. There are certain
exceptions to the agreements which are those limited exceptions permitted by Rule 7 of the AIM Rules
for Companies, being disposals (i) in the event of an intervening court order; (ii) upon the death of a
locked-in party; or (iii) in acceptance of a takeover offer for the Company available to all Shareholders.
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19.2 The Company has also entered into Lock-in and Orderly Market Agreements with certain other
Shareholders (representing in aggregate 18.5 per cent. of the Enlarged Share Capital) and Panmure
Gordon pursuant to which each such Shareholder has agreed not to dispose of any of his/her interests
in Ordinary Shares prior to the first anniversary of Admission, and thereafter for the following 12 months
only to dispose of them through the Company’s broker(s) at the relevant time. There are certain
exceptions to theses lock-in agreements including: (i) disposals to an associate; (ii) disposals to (in
certain circumstances) a person acting in the capacity of trustee of a trust created by the locked-in
person; (iii) disposals in acceptance of a general offer made to shareholders of the Company to acquire
all the issued Ordinary Shares of the Company; (iv) disposals under any scheme or reconstruction
under section 110 of the Insolvency Act 1986; (v) disposals pursuant to any compromise or
arrangement providing for the acquisition by any person (or group of persons acting in concert) of 50
per cent. or more of the equity share capital of the Company (whether such arrangement or
compromise has been sanctioned by the court or not); (vi) disposals pursuant to an intervening court
order; or (vii) disposals by the personal representatives after the death of the locked-in person (if
applicable).

19.3 Certain other Shareholders (being certain vendors of Q Chip) (representing in aggregate 16.8 per cent.
of the Enlarged Share Capital) have also agreed pursuant to the Q Chip Acquisition Agreement not to
dispose of any of his/her interests in Ordinary Shares prior to the first anniversary of Admission, and
thereafter for the following 12 months only to dispose of them through the Company’s broker(s) at the
relevant time. The exceptions to this undertaking are the same as those described in paragraph 19.2
above. Further details of the Q Chip Acquisition Agreement are set out in paragraph 8 of Part VII of
this document.

19.4 The Company has also entered into the Orderly Market Agreement with Bradman Continuum (H)
Limited (representing in aggregate 0.8 per cent. of the Enlarged Share Capital) and Panmure Gordon
pursuant to which it has agreed only to dispose of its interest in Ordinary Shares for the 12 months
from Admission through the Company’s broker(s) at the relevant time. There are certain exceptions to
the Orderly Market Agreement which are the same as described in paragraph 19.2 above.

20. Admission, Settlement and Dealings

Application will be made to the London Stock Exchange for the Enlarged Share Capital to be admitted to
trading on AIM. It is expected that Admission will become effective and that dealings in the Enlarged Share
Capital will commence on 8 December 2014.

Application will not be made for the Deferred Shares to be admitted to trading on AIM.

Upon Admission, the Company’s acquisition of Q Chip will also become unconditional.

The Articles permit the Company to issue Ordinary Shares in uncertificated form in accordance with the
CREST Regulations. CREST is a computerised share transfer and settlement system. The system allows
shares and other securities to be held in electronic form rather than paper form, although a shareholder can
continue dealing based on share certificates and notarial deeds of transfer. For private investors who do not
trade frequently, this latter course is likely to be more cost-effective.

For more information concerning CREST, Shareholders should contact their brokers or Euroclear UK &
Ireland Limited at 33 Cannon Street, London EC4M 5SB.

The ISIN number of the Ordinary Shares is GB00BRTL9B63. The TIDM is MTPH.

21. EIS and VCT status

VCT Scheme

The Directors understand that shares in the Company should represent a “qualifying holding” for the
purposes of investment by VCTs. The continuing status of the Ordinary Shares as a qualifying holding for
VCT purposes will be conditional, inter alia, on the Ordinary Shares being held as a “qualifying holding” for
VCT purposes throughout the period of ownership. Neither the Company nor the Directors give any warranty,
representation or undertaking that any VCT investment in the Company will remain a qualifying holding.
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EIS

HMRC has issued advance assurance to the Company to issue certificates under section 204 of the Income
Tax Act 2007 in respect of Ordinary Shares issued to individuals, following receipt from the Company of a
properly completed compliance statement (EIS 1 form) within the prescribed time limit stipulated in section
205(4) of the Income Tax Act 2007. The continuing status of the Ordinary Shares as qualifying for EIS
purposes will be conditional on the qualifying conditions being satisfied throughout the relevant period of
ownership. Neither the Company nor the Directors give any warranty, representation or undertaking that
any investment in the Company by way of EIS shares will remain a qualifying investment for EIS purposes.
EIS eligibility is also dependent on a Shareholder’s own position and not just that of the Company.
Accordingly, prospective investors should take their own advice in this regard.

22. Taxation Information for Investors

The attention of investors is drawn to the information regarding taxation which is set out in paragraph 15 of
Part VII of this document. These details are, however, only intended as a guide to the current taxation law
position in the UK. Investors who are in any doubt as to their tax position or who are subject to tax

in jurisdictions other than the UK are strongly advised to consult their professional advisers.

23. Applicability of the Takeover Code

The Takeover Code applies to the Company. Under the Takeover Code, if an acquisition of interests in shares
were to increase the aggregate holding of the acquirer and its concert parties to interests in shares carrying
30 per cent. or more of the voting rights in the Company, the acquirer and, depending on circumstances,
its concert parties would be required (except with the consent of the Panel on Takeovers and Mergers) to
make a cash offer for the outstanding shares in the Company at a price not less than the highest price paid
for interests in shares by the acquirer or its concert parties during the previous 12 months. This requirement
would also be triggered by any acquisition of interests in shares by a person holding (together with its concert
parties) shares carrying between 30 per cent. and 50 per cent. of the voting rights in the Company if the
effect of such acquisition were to increase that person’s percentage of the total voting rights in the Company.

Further information on the provisions of the Takeover Code can be found in paragraph 16 of Part VII of this
document.

24. Risk Factors

Prospective investors should consider carefully the risk factors described in the section headed “Risk
Factors” and set out in Part II of this document in addition to the other information set out in this document
and their own circumstances, before deciding to invest in Ordinary Shares.

25. Further Information

Your attention is also drawn to the further information set out in Parts III to VII of this document which provides
further information on the Group.
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PART II

RISK FACTORS

An investment in the Company is subject to a number of risks and uncertainties. Accordingly, in

evaluating whether to make an investment in the Company potential investors should consider

carefully all of the information set out in this document and the risks attaching to an investment

in the Company, including (but not limited to) the risk factors described below, before making

any investment decision with respect to the shares. The risk factors described below do not

purport to be an exhaustive list and do not necessarily comprise all of the risks to which the

Company is exposed or all those associated with an investment in the Company. In particular,

the Company’s performance is likely to be affected by results from clinical trials and other

operational developments, changes in market and/or economic conditions and in legal,

accounting, regulatory and tax requirements. The risk factors described below are not intended

to be presented in any assumed order of priority. Additional risks and uncertainties not presently

known to the Directors, or which the Directors currently deem immaterial, may also have an

adverse effect upon the Company. If any of the following risks were to materialise, the Group’s

business, financial condition, results, prospects and/or future operations may be materially

adversely affected. In such case, the value of the shares may decline and an investor may lose

all or part of their investment. You should carefully consider the risks described below and ensure

that you have read this document in its entirety before making a decision to invest in the

Company.

General Risks

An investment in the Company is only suitable for investors capable of evaluating the risks and merits of
such investment and who have sufficient resources to bear any loss that may result from the investment. A
prospective investor should consider with care whether an investment in the Company is suitable for them
in the light of their personal circumstances and the financial resources available to them. The investment
opportunity offered in this document may not be suitable for all recipients of this document. Investors are
therefore strongly recommended to consult an investment adviser authorised under FSMA, or such other
similar body in their jurisdiction, who specialises in advising on investments of this nature before making
their decision to invest.

Investment in the Company should not be regarded as short-term in nature. There can be no guarantee
that any appreciation in the value of the Company’s investments will occur or that the commercial objectives
of the Company will be achieved. Investors may not get back the full amount initially invested.

The prices of shares and the income derived from them can go down as well as up. Past performance is
not necessarily a guide to future trends.

Risks Relating to the Group

The Group’s business faces competition from a range of pharmaceutical and biotechnology

companies

The Group’s competitors in the biotechnology and pharmaceutical industries may have superior research
and development capabilities, products, manufacturing capability or sales and marketing expertise. Many
of the Group’s competitors may have significantly greater financial and human resources and may have
more experience in research and development. As a result, the Group’s competitors may develop safer or
more effective products, implement more effective sales and marketing programmes or be able to establish
superior proprietary positions. In addition, the Group anticipates that it will face increased competition in
the future as new companies enter the Group’s markets and alternative products and technologies become
available.

Technological changes could overtake products being developed by the Group

The biotechnology and pharmaceutical industries are subject to rapid technological change which could
affect the commercial viability of the Group’s products and make them obsolete or less competitive. The
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Group may be unable to successfully establish and protect their intellectual property which is significant to
the Group’s competitive position.

Protection of intellectual property

The Group’s success and ability to compete effectively are in large part dependent upon exploitation of
proprietary technologies and products that the Group has developed internally or through joint ventures or
has in-licensed, the Group’s ability to protect and enforce its intellectual property rights so as to preserve its
exclusive rights in respect of its technologies and products and those of its licensees, and its ability to
preserve the confidentiality of its know-how. The Group relies primarily on patent law and contractual duties
of confidence to protect its core intellectual property rights.

There can be no assurance that:

l the scope of the Group’s patents provides and will provide the Group with a monopoly covering all its
products and technologies, as well as technologies and/or products that solve the same problem as
the Group’s technologies and products by a different means;

l pending or future patent applications will be issued;

l the Group’s patents, and those patents which the Group is licensed to exploit, are and will remain valid
and subsisting and will not be subject to invalidity or revocation proceedings;

l the Group’s entitlement to exploit patents from time to time (including patents registered solely in a
Group member’s name or in the joint names of a Group member and a third party or patents which
are licensed to the Group) is and will be sufficient to protect the Group’s core intellectual property rights
against third parties, its commercial activities from competition or to support comprehensively its ability
to develop and market its proposed products either now or in the future;

l the lack of any particular patents or rights to exploit any particular patents, and the scope of the Group’s
patents, will not have a material adverse effect on the Group’s ability to develop and market its proposed
products, either now or in the future;

l the Group has or will have the resources to pursue any infringer of: (1) patents registered in its name
(whether solely or jointly with a third party) from time to time; or (2) patents licensed to the Group where
the Group or a member of it has the financial responsibility to bring such infringement actions pursuant
to the relevant license agreement;

l the Group will develop technologies or products which are patentable, either alone or in conjunction
with third parties;

l the ownership, scope or validity of any patents registered in the Group’s name (either solely or jointly)
from time to time will not be challenged by third parties, including parties with whom the Group, or any
member of it, has entered into collaboration projects or co-ownership arrangements;

l any patent applications in the Group’s sole or joint name from time to time will not be opposed by any
third party, including parties to collaboration, co-existence and any other contractual relationship with
the Group or any of its members;

l the license agreements between the Group and third parties are and will be valid and subsisting in the
future or until their expiry dates, and that the Group has complied with its contractual obligations under
the license agreements;

l all intellectual property capable of being commercialised which is or has been generated pursuant to
collaboration agreements between the Group and third parties will be or has been identified;

l all intellectual property generated pursuant to collaboration agreements and to which the Group has a
contractual entitlement has been assigned into the Group’s sole name;

l all intellectual property generated by employees of the Group has been or will be properly assigned
into the Group’s name;

l in respect of all intellectual property generated pursuant to a collaboration agreement between the
Group and a third party to which the Group and that third party have a joint contractual entitlement
has been properly assigned into joint names and the rights between the Group and that third party are
properly regulated by a co-ownership agreement; and
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l beyond contractual warranties, the licensors of intellectual property to the Group or any member of it
own the relevant patents and that those patents have not and will not be the subject of, or subject to,
infringement, invalidity or revocation actions.

Furthermore, the Group cannot patent much of the technology that is important to its business.

To date, the Group has also relied on copyright, trademark and trade secret laws, as well as confidentiality
procedures, non-compete and/or work for hire invention assignment agreements and licensing arrangements
with its employees, consultants, contractors, customers and vendors, to establish and protect its rights to
its technology and, to the best extent possible, control the access to and distribution of its technology,
software, documentation and other proprietary information. Despite these precautions, it may be possible
for a third party to copy, replicate or otherwise obtain and use for the benefit of third parties its technology
or confidential information without authorisation. Once granted, a patent can be challenged both in the
patent office and in the courts by third parties. Third parties can adduce material and arguments which the
patent office granting the patent may not have seen. Therefore, issued patents may be found by a court of
law or by the patent office to be invalid or unenforceable or in need of further restriction.

The Group may incur substantial costs as a result of disputes with a third party relating to the

infringement or protection of intellectual property

If the Group’s competitors file patent applications that claim technology also claimed by the Group, the
Group may have to participate in interference or opposition proceedings to determine the priority of invention.
The Group might also be accused of infringing a third party’s intellectual property rights, in which case it will
have no option other than to defend the allegation, which it may be possible to resolve through negotiation
or which might result in court proceedings that run to a full trial. An adverse outcome in any of these
circumstances is that the Group might be subject to significant liabilities, be required to cease using a
technology or to pay licence fees (both prospectively and retrospectively). The Group could incur substantial
costs in any litigation or other proceedings relating to patent rights, even if it is resolved in the Group’s favour.
If the proceedings were in the US, the basic rule is that each party is responsible for its own costs. By
contrast, the rule in respect of English proceedings is that the loser pays the winner’s costs, although there
is never 100 per cent. recovery of costs from the losing side. Some of the Group’s competitors may be able
to sustain the costs of complex litigation more effectively or for a longer time than the Group can because
of their substantially greater resources. In addition, uncertainties or threatened or actual disputes relating to
any patent, patent application or other intellectual property right (including confidential information) could
have a material adverse effect on the Group’s ability to market a product, enter into collaborations in respect
of the affected products, or raise additional funds.

Policing unauthorised use of the Group’s patented technologies and products is difficult and expensive.
There can be no assurance that the steps the Group takes will prevent misappropriation of, or prevent an
unauthorised third party from obtaining or using, the technologies, know-how and products the Group relies
on. In addition, effective protection may be unavailable or limited in some jurisdictions. Any misappropriation
of the Group’s proprietary technology, products and intellectual property could have a negative impact on
the Group’s business and its operating results. Litigation may be necessary in the future to enforce or protect
the Group’s rights or to determine the validity or scope of the proprietary rights of others. Litigation could
cause the Group to incur substantial costs and divert resources and management attention away from its
daily business and there can be no guarantees as to the outcome of any such litigation.

There can be no assurance that the Group’s products will receive and maintain regulatory

approvals

The international pharmaceutical industries are highly regulated by governmental authorities in the UK, the
US and Europe and by regulatory agencies in other countries where the Group intends to market products
or and where its customers operate. No assurance can be given that any of the Group’s products will
successfully obtain regulatory approvals to market these products for clinical use.

The time taken to obtain regulatory approval varies between territories and no assurance can be given that
any of the Group’s products will be approved in any territory within the timescale envisaged, or at all or that
the regulations may not change during the period of development. This may result in a delay to, or make
impossible, the use of the Group’s products for the Group’s intended purposes, and may have an adverse
effect on the Group’s business.
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Even if the Group’s products are approved, they may still face subsequent regulatory difficulties

Even if the Group receives regulatory approval to license any of its products for therapeutic use, regulatory
agencies could require the Group or a collaborator to conduct post-marketing trials. Regulators will
undertake periodic reviews and inspections. If they discover previously unknown problems with a product
or its manufacturing process or if the Group fails to comply with regulatory requirements, regulators could:

l impose fines against the Group;

l impose restrictions on the product, its manufacturer, or the Group;

l require the Group to recall or remove a product from clinical use;

l suspend or withdraw its regulatory approvals;

l require the Group to change its product labelling; or

l require the Group to withdraw and amend its marketing and promotional materials for a product.

If any of these events occur, the ability to license its products will be impaired and the Group may incur
substantial additional expense to comply with the regulatory requirements.

Integration of Q Chip and any future acquisitions may not succeed

The success of any acquisition will depend, in part, on the Group’s ability to support the acquisition from
the Group’s existing operations. For instance the Group may require more funding for the development of
the business, assets and technologies acquired and may incur significant additional costs. The Group’s
success in realising the anticipated benefits of any acquisition or technology and the timing of this realisation
may depend on the successful integration of the operations into the Group. The integration is complex and
may be time consuming for key management. Difficulties may include project funding, allocation of key staff,
preserving customer, collaborator and partner relationships, patent filing, patent or other litigation and other
matters coming into effect on acquisition. The acquisition may include operations and staff located outside
geographic areas where the management have experience and the Group may not accomplish the
integration successfully. The diversion of the attention of the Group’s management from the Group’s existing
operations to integration efforts and any difficulties encountered in combining operations could prevent it
from realising the anticipated benefits from the existing operations, the acquisition or development and could
adversely affect the Group’s business, financial condition and results of operations.

Commercial success not guaranteed

There can be no assurance that any of the Group’s products currently in development will be successfully
developed into any commercially viable product or products and/or be manufactured in commercial
quantities at an acceptable cost or be marketed successfully and profitably. If the Group, or its partners,
encounters delays at any stage of development, and fails successfully to address such delays, it may have
a material adverse effect on the Group’s business, financial condition and prospects. In addition, the Group’s
success will depend on the market’s acceptance of its products and there can be no guarantee that this
acceptance will be forthcoming or that the Group’s technologies will succeed as an alternative to competing
products. The development of a market for the Group’s products is affected by many factors, some of which
are beyond the Group’s control, including the emergence of newer, more effective technologies and products
and the cost of the Group’s products themselves, including the availability of products for which healthcare
reimbursement is available. Notwithstanding the technical merits of a product developed by the Group, there
can be no guarantee that the customer base of the Group’s distributors for the product will purchase or
continue to purchase the product. Demand for the Group’s services may also decrease if government
amended its policies on limiting drug costs or reimbursement practice or other healthcare reform measures
within public health provision or private insurance-based models. If a market fails to develop or develops
more slowly than anticipated, the Group may be unable to recover the costs it may have incurred in the
development of particular products and may never achieve profitable revenues from that product. In addition,
the Directors cannot guarantee that the Group will continue to identify, develop, manufacture or market its
products if market conditions do not support the continuation of such product.

The Group is dependent on technology and product development

Although the Group has recorded positive results from initial pre-clinical and/or clinical trials for its products
and/or its technologies, continued research and development will be required. There can be no assurance
that any of the Group’s targeted developments will be successful. The Group must develop functional
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products that address specific market needs. It must therefore engage in new conjugate identification and
development activities, which may not produce innovative, commercially viable results in a timely manner or
at all. In addition, the Group may not be able to develop new technologies or identify specific market needs
that are addressable by its technologies, or technologies available to it. The Group may encounter delays
and incur additional development and production costs and expenses, over and above those expected by
the Directors, in order to develop technologies and products suitable for licensing. If the Group’s development
programme is curtailed due to any of the above issues, this may have an adverse material effect on the
Group’s business and financial conditions.

Dependence on other parties

The Group is, and may continue to be, reliant on other parties for the successful development and
commercialisation of many of its products. The Group relies upon contract research organisations (CROs)
for the conduct of its clinical studies and upon certain qualified suppliers, of which there are a limited number,
for the supply of raw materials, components and manufacturing equipment. The Group is therefore at risk
of under-performance by third parties, exploitation by third parties of the Group’s commercial dependence
and by unforeseen interruptions to third parties’ businesses. Although the existence of several alternative
suppliers for each function mitigates the risks associated with this dependence, as does the availability of
commercial insurance in respect of the impact of accidental events, the failure of a third party properly to
carry out their contractual duties or regulatory obligations would be disruptive to the Group’s business.
Further, any action taken by a third party that is detrimental to the Group’s reputation could have a negative
impact on the Group’s ability to register its trademarks and/or market and sell its products.

In the future, the Group intends to license certain of its products to other companies for later stages of
development and subsequent marketing, and consequently the Group will be increasingly reliant on securing
and retaining such partners once its products advance through the development process. There can be no
assurance that the Group will be able to secure such partners or that, once secured, the Group’s partners
will continue to make the necessary and timely investments in its products to complete their development
in the expected time and achieve commercial success.

Commercial agreements with certain collaborators

The majority of the Group’s revenues are currently, and will in the future be, derived from licensing or
collaboration agreements with other biopharmaceutical companies, research institutes and universities. The
Group’s success is dependent on these commercial arrangements and on similar arrangements for future
exploitation of products in development that have not yet been partnered. The Group’s collaborators have
substantial responsibility for some of the development and commercialisation of the Group’s product
candidates. Certain of the Group’s collaborators also have significant discretion over the resources they
devote to these efforts. The Group’s success, therefore, will depend on the ability and efforts of those third
parties. The Group cannot guarantee that these collaborators will devote sufficient resources to
collaborations with the Group or that the Group’s product candidates can be developed and commercialised
without these collaborators. In addition, there can be no assurance that any company that enters into
agreements with the Group will not pursue alternative technologies, either on its own or in collaboration with
others, including the Group’s competitors, as a means of developing treatments for the conditions targeted
by those products which the Group has licensed.

Some of the Group’s collaboration agreements are contracted, and are likely to be contracted in the future,
with partners who are in strong negotiating positions and who have greater financial resources than the
Group. Whilst the Group seeks to negotiate contracts on terms that it considers are the most beneficial to
it in the circumstances, a number of existing contracts contain, and the Directors expect that future contracts
will contain, what may be considered potentially onerous terms for the Group, such as (in some cases):

l on-demand termination;

l uncapped indemnities;

l extensive warranties; and

l broad confidentiality restrictions (in terms of scope and time).

If claims on liability and indemnity were to be successfully made under such contracts the Group could be
liable for substantial damage awards that may significantly exceed its liability insurance coverage by unknown
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but significant amounts; result in early termination of contracts; and/or incur financial penalties, all of which
could materially and adversely affect the Group’s financial condition.

The Group is partnered in joint ventures

The Group participates in and may expand through joint ventures, most notably the MonoSol joint venture
to commercialise the transbuccal insulin delivery system. There are certain risks associated with joint venture
partners, including the risk that joint venture partners may:

l have economic or business interests or goals that are inconsistent with those of the Group and be in
a position to take or influence actions contrary to the Group’s interests and plans, which may create
impasses on decisions and affect the Group’s ability to implement its strategies;

l veto proposals in respect of joint venture operations;

l be unable or unwilling to fulfil their obligations under the joint venture or other agreements; or

l experience financial or other difficulties.

In addition, Midatech is currently entitled to 50 per cent. of the economic interest in the MonoSol joint venture.
According to the terms of the agreement (see paragraph 17.8.3 of Part VII of this document for further
details), in the event of certain specified circumstances in relation to the development of products, either
party may subsequently become entitled to either 66 per cent. or 75 per cent. of the economic interest of
the joint venture. Any joint venture arrangements may expose the Company to the risk that disputes develop
between the Company and joint venture partners, with any litigation or arbitration resulting from any such
disputes increasing the Company’s expenses and distracting management resources. In addition, there can
be no assurance that the Group will always have a controlling interest in any joint venture in which it currently
participates or into which it may enter in the future.

As such, joint ventures may disproportionately divert financial and management resources, which may have
a material adverse effect on the Group’s business, financial condition, operating results or prospects.

Royalty revenues

The Group’s commercialisation strategy includes possible revenue generation from product royalty deals,
including in respect of the Group’s transbuccal insulin products. The right to receive possible product royalty
revenues in the future may be challenged by the customer or licensee or there may be legal restrictions on
the payment of royalties on product sales. Remittance of royalty revenues to the Group may be restricted
from certain territories or subject to withholding taxes that the Group may not be able to recover or offset.

The Group may not be granted the required sterile production licence and may encounter

unexpected difficulties in the scale-up of production to viable clinical trial or commercialisation

levels

The Group completed a major upgrade of its infrastructure in September 2014 by integrating a separated
sterile production unit within the manufacturing containment area. Through integrating the separated sterile
production unit within the manufacturing facility, the Directors expect the Group to be in the position to
produce clinical candidate compounds under sterile conditions, allowing the Group to clinically test and
evaluate candidate GNP-based cancer vaccines and GNP-chemotherapeutics, which are administered by
intravenous injection. The Spanish regulatory authority is due to inspect the manufacturing facility to fully
validate the facility and enable the grant of the required sterile production licenses and updated cGMP licence
for European compliance, which is anticipated to occur in early 2015. Were the Spanish regulatory authority
to not validate the facility and not grant the requisite licences, the Group may need to outsource its
requirements of the sterile production and cGMP manufacturing, which will increase the Group’s reliance
on third parties to manufacture the candidate compounds to the required standards, and will be therefore
be at risk of underperformance and unforeseen interruptions, which could adversely affect the Group’s
business and financial performance.

Because of the complex nature of the Group’s product candidates, it may not be able to manufacture the
product candidates in a timely manner at cost or in quantities necessary to successfully commercialise the
Group’s products. Certain of the Group’s products under development have historically only been
manufactured in small quantities. Later stage development and commercial supply of such products will
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require the Group to scale up the manufacture of its products. There can be no assurance that this can be
successfully completed or that, if completed, it will result in commercially acceptable manufacturing costs.

Dependence on key executives and personnel

The Group’s future development and prospects depends to a significant degree on the experience,
performance and continued service of its senior management team including the Directors. The Group has
invested in its management team at all levels. The Directors also believe that the senior management team
is appropriately structured for its size and is not overly dependent upon any particular individual. The Group
has also entered into contractual arrangements with these individuals with the aim of securing the services
of each of them. Retention of these services or the identification of suitable replacements, however, cannot
be guaranteed. There can be no guarantee that the services of the current Directors and senior management
team will be retained, or that suitably skilled and qualified individuals can identified and employed, which
may adversely impact the Group’s ability to develop its technologies and/or provide its services at the time
requested by its customers or its ability to market its services and technologies, and otherwise to grow its
business, could be impaired. The loss of the services of any of the Directors or other members of the senior
management team and the costs of recruiting replacements may have a material adverse effect on the
Group and its commercial and financial performance.

Ability to recruit and retain skilled personnel

The ability to continue to attract and retain employees with the appropriate expertise and skills cannot be
guaranteed. Finding and hiring any additional personnel and replacements could be costly and might require
the Group to grant significant equity awards or other incentive compensation, which could adversely impact
its financial results, and there can be no assurance that the Group will have sufficient financial resources.
Effective product development and innovation, upon which the Group’s success is dependent, is in turn
dependent upon attracting and retaining talented technical and scientific personnel, who represent a
significant asset and serve as the source of the Group’s technological and product innovations. If the Group
is unable to hire, train and retain such personnel in a timely manner, the development and introduction of
the Group’s products could be delayed and its ability to sell its products and otherwise to grow its business
will be impaired and the delay and inability may have a detrimental effect upon the performance of the Group.

Ability to achieve business strategy

The Group’s future growth, profitability and cash flows depend on its ability to successfully implement its
business strategy, which is given in paragraph 6 of Part I of this document. There can be no assurance that
the Group will successfully achieve any or all of its three listed initiatives in the manner or time period that it
expects. Further, achieving these objectives will require investments which may result in short-term costs
without generating any current net revenue and, therefore, may be dilutive to the Group’s earnings, at least
in the short term. In addition, the Group may decide to streamline operations and incur other costs or special
charges in doing so. The Group cannot give any assurance that it will realise, in full or in part, the anticipated
strategic benefits it expects its strategy will achieve. The failure to realise those benefits could have a material
adverse effect on the Group’s business, financial condition and results of operations.

Unexpected facility shutdowns may occur and the Group’s disaster recovery plans may not be

sufficient

The Group depends on the performance, reliability and availability of its properties, plant, machinery,
laboratory equipment and information technology systems. The Group may not be able to access its facilities
as a result of events beyond the control of the Directors, such as extreme weather conditions, flood, fire,
theft or terrorist action. Any damage to or failure of its equipment and/or systems could also result in
disruptions to the Group’s operations. A complete or partial failure of the Group’s information technology
systems or corruption of data could result in the Group being unable to access information that it needs in
order to meet its obligations to its customers or a breach of confidentiality with respect to the Group’s or its
customers’ proprietary information. The Group’s disaster recovery plans may not adequately address every
potential event and its insurance policies may not cover any loss in full or in part (including losses resulting
from business interruptions) or damage that it suffers fully or at all. The occurrence of one or more of these
events could have a material adverse effect on the Group’s business, financial position, reputation or
prospects, and might lead to a claim for damages.

50



The Group may face product liability claims

In carrying out its activities the Group may potentially face contractual and statutory claims, or other types
of claim from customers, suppliers and/or investors. In addition, the Group is exposed to potential product
liability risks that are inherent in the research, development, production and supply of its products.
Consumers, healthcare producers or persons selling products based on the Group’s and its collaborators’
technology may be able to bring claims against the Group based on the use of such products in clinical
trials and the sale of products based on the Group’s technology.

The Group may be unable to secure adequate insurance at an acceptable cost

The Group’s business exposes it to potential product liability and professional indemnity and other risks
which are inherent in the research, development, production and supply of its products. No assurance can
be made that product liability or any future necessary insurance cover will be available to the Group at an
acceptable cost, if at all, or that, if there is any claim, the level of the insurance the Group carries now or in
the future will be adequate to cover all potential claims or that a product liability, professional indemnity or
other claim would not materially and adversely affect the Group’s business. Any significant claim may increase
the insurance premiums to an unaffordable level. In addition, it may be necessary for the Group to secure
certain levels of insurance as a condition to the conduct of clinical trials. In the event of any claim, the Group’s
insurance coverage may not be adequate, and there can be no guarantee that any such claim will be paid
either in part or at all.

The Group’s counterparties may become insolvent

There is a risk that parties with whom the Group trades or has other business relationships (including
partners, customers, suppliers, subcontractors and other parties) may become insolvent. This may be as a
result of general economic conditions or factors specific to that company. In the event that a party with
whom the Group trades becomes insolvent, this could have an adverse impact on the revenues and
profitability of the Group.

Health and safety and environment

The Group is, or may become, subject to UK, European and US environmental laws and regulations
governing the use, storage, handling and disposal of hazardous materials and other waste products. The
Group has health and safety policies and procedures in place to assess the risks associated with use of
hazardous materials, and the assessment includes information for employees on how the substances should
be used to avoid contamination of the environment and inadvertent exposure to themselves and their
colleagues. Despite its precautions for handling and disposing of these materials, the Group cannot eliminate
the risk of accidental contamination or injury. In the event of a hazardous waste spill or other accident, the
Group could be liable for damages, penalties or other forms of censure. If the Group fails to comply with
any laws or regulations, or if an accident occurs, the Group may have to pay significant penalties and may
be held liable for any damages that result. This liability could exceed the Group’s financial resources and
could harm its reputation. The Group may also have to incur significant additional costs to comply with
current or future environmental laws and regulations.

The Group’s failure to comply with any government regulation applicable to its laboratory and the materials
used in its laboratory may adversely affect its ability to develop, produce, market or partner any products it
may develop.

The Group is at an early stage of operations

The Group is at a relatively early stage of its commercial development. The Group’s future success will
depend on the ability of the Directors to implement their objectives and strategy. Whilst the Directors are
confident about the Group’s prospects, there is no certainty that anticipated revenues or growth can be
achieved. The Group has a number of years of trading history, in respect of both Midatech Limited and
Q Chip Limited, but both entities have experienced operating losses, and, as at 30 June 2014, had an
unaudited accumulated deficit on consolidated profit and loss account of £36.7 million (on an aggregated
basis). The Group’s ability to become and remain profitable depends on a number of factors, including, in
particular, whether or not the Group’s product candidates will be successfully developed, prove to be safe
and effective in clinical trials, meet applicable regulatory standards for marketing approval or be manufactured
in sufficient quantities at acceptable expense or be marketed successfully. The rapidly evolving markets in
which the Group operates, its limited experience and progress in growing its customer base make it difficult
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for the Group to forecast revenues accurately. As a result, the Group could experience budgeting and cash
flow management problems, unexpected fluctuations in its results of operations and other difficulties, any
of which would make it difficult for the Group to gain and maintain profitability. Potential investors should be
aware of the risks associated with an investment in companies with limited trading histories. There can be
no assurance that the Group will operate profitably, produce a reasonable return, if any, on investment, or
remain solvent. If the Group’s strategy proves unsuccessful, Shareholders could lose all or part of their
investment.

The Group is dependent on a limited number of customers, collaborators and partners

A significant proportion of the Group’s current and future income is and is anticipated to continue to be
derived from a relatively small number of customers, collaborators and partners, including licensing income,
royalty revenue, grants and joint ventures. The loss of any of which could have a negative impact on the
operating results and cash flows.

Acquisitions

The Group’s strategy foresees further acquisitions of businesses and technologies when the Directors believe
the opportunity is advantageous to the Group’s prospects. There can be no assurance that in the future the
Group will be able to source appropriate acquisitions. Considerable costs can be incurred in pursuing
potential transactions that are not completed. The allocation of the consideration price paid often leads to
the revaluation of its existing assets, as well as the identification and recognition of new intangible assets,
which result in additional amortisation expenses to the Group or, in the subsequent years, in charges related
to the impairment of redundant or overvalued assets. Furthermore, acquisitions may also result in costly
and disruptive restructurings. These events may have, a material effect on the Group’s operating performance
and financial situation. The conclusion of a transaction to acquire further technologies or businesses may
not yield the return expected and may lead to the cost of acquisition having to be written off or may expose
the Group to additional liabilities associated with the acquired technology or business. Acquisitions involve
numerous other risks relating to integration, including the failure to achieve the expected benefits and
synergies, the diversion of management’s attention from other business concerns and the loss of key
employees. If the Group is unable to manage all of these risks efficiently, it may be forced to incur
extraordinary expenses or charges which may have an adverse effect on its financial situation.

Specifically, if Admission does not take place, the acquisition of Q-Chip will not become unconditional and
the Group will not be able to implement the strategy and growth plans as outlined in this document.

Side effects from products could arise

It might transpire in the future that the products of the Group have side effects that are not known at present.
This can result in approvals being restricted or withdrawn in the case of products liable for registration, or
the sales and distribution being restricted or prohibited in the case of products for which registration is not
required. Side effects of individual products might result in other products sold by the Group being refused
due to weak consumer confidence or reduced confidence on the part of medical practitioners. As a result
of this, revenues of the Group may be adversely affected and/or the Group might be faced with group claims
for damages.

Product recalls might be necessary

The Group may be faced with the necessity of recalling one or more products or batches of products from
the market. This necessity may also occur if no de facto product property exists that makes a recall
obligatory, in particular a side effect or defect, but rather if such a property is merely suspected of being
present. A recall may result in loss of revenue, damage to reputation and consequential fall in cashflow,
among other things. Affected products could not be sold any longer, moreover trust among, in particular,
doctors and patients could be affected, which again could lead to reductions in sales or profits. Further,
options for refinancing on the capital market could be negatively affected or even excluded.

Foreign exchange rate fluctuations may adversely affect the Group’s results of operations and

financial condition

The Group records its transactions and prepares its financial statements in pounds sterling, but a substantial
proportion of the Group’s income and expenditure is received and paid in Euros and US dollars. The Group’s
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cash balances are held in pounds sterling and Euros. To the extent that the Group’s foreign currency assets
and liabilities are not matched, fluctuations in exchange rates between pounds sterling, the US dollar and
the Euro may result in realised or unrealised exchange gains and losses on translation of the underlying
currency into pounds sterling that may increase or decrease the Group’s results of operations and may
adversely affect the Group’s financial condition, each as stated in pounds sterling. In addition, if the currencies
in which the Group earns its revenues and/or holds its cash balances weaken against the currencies in
which it incurs its expenses, this could adversely affect the Group’s profitability and liquidity. Where a
substantial net foreign currency liability exists, the Group will consider hedging against it to minimise foreign
currency expense. However, the Company currently does not undertake hedging, and were it do so, such
hedging is based on estimates of liabilities and future revenues and will not fully eliminate future foreign
currency exchange fluctuations.

Economic conditions and current economic weakness

Any economic downturn either globally, regionally or locally in any country in which the Group operates may
have an adverse effect on the demand for the Group’s future products. A more prolonged economic
downturn may lead to an overall decline in the Group’s sales, limiting the Group’s ability to generate a profit
and positive cash flow. The markets in which the Group offers its products are directly affected by many
national and international factors that are beyond the Group’s control, such as political, economic, currency,
social and other factors.

Cross-country economic, political, judicial, administrative, taxation and other regulatory matters

The Group and its partners operate in numerous countries, each of which has its own national characteristics
in terms of how business is regulated and conducted in terms of economic, political, judicial, administrative,
taxation or other regulatory matters. The Group could therefore be affected by any one of these factors, as
well as other unforeseen matters, which could have a material adverse effect on its business, operating
results or financial condition.

Tax risk

Any change in the Group’s tax status or in taxation legislation in the UK or in other territories could affect the
Group’s ability to provide returns to Shareholders. Statements in this document concerning the taxation of
investors in shares are based on current law and practice, which is subject to change. The taxation of an
investment in the Group depends on the individual circumstances of investors.

The nature and amount of tax which members of the Group expect to pay and the reliefs expected to be
available to any member of the Group are each dependent upon a number of assumptions, any one of
which may change and which would, if so changed, affect the nature and amount of tax payable and reliefs
available. In particular, the nature and amount of tax payable is dependent on the availability of relief under
tax treaties and is subject to changes to the tax laws or practice in any of the jurisdictions affecting the
Group. Any limitation in the availability of relief under these treaties, any change in the terms of any such
treaty or any changes in tax law, interpretation or practice could increase the amount of tax payable by the
Group.

Risks relating to the Ordinary Shares

Suitability

An investment in the Ordinary Shares may not be suitable for all recipients of this document, and is only
appropriate for investors capable of evaluating the risks (including the risk of capital loss) and merits of such
investment and who have sufficient resources to sustain a total loss of their investment. An investment in
the Ordinary Shares should be seen as long-term in nature and complementary to investments in a range
of other financial assets and should only constitute part of a diversified investment portfolio. Potential
investors should consider carefully whether investment in the Ordinary Shares is suitable for them in the light
of the information in this document and their personal circumstances. Before making any final decision,
potential investors in any doubt should consult with an investment adviser authorised under the FSMA who
specialises in advising on investments of this nature.
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Trading market for the Ordinary Shares

The share price of publicly traded companies, including those listed on AIM, can be highly volatile and
shareholdings illiquid. The price at which the Ordinary Shares will be quoted and the price which investors
may realise for their shares will be influenced by a large number of factors, which could include, but not
limited to, the performance of both the Group’s and its competitors’ businesses, variations in the operating
results of the Group, divergence in financial results from analysts’ expectations, changes in earnings
estimates by stock market analysts, large purchases or sales of Ordinary Shares, legislative changes and
general economic, political and regulatory conditions. Prospective investors should be aware that the value
of an investment in the Company may go down as well as up. Investors may therefore realise less than, or
lose all of, their investment. The volume of shares traded on AIM can be limited and this may restrict the
ability of Shareholders to dispose of Ordinary Shares at any particular time. It may be more difficult for an
investor to realise his investment in the Group than in a company whose shares are quoted on the Official
List. The AIM Rules for Companies are less demanding than those of the Official List. It is emphasised that
no application is being made for the admission of the Company’s securities to the Official List.

Liquidity of Ordinary Shares

Prior to Admission, there has been no public market for the Ordinary Shares. Admission to AIM should not
be taken as implying that a liquid market for the Ordinary Shares will either develop or be sustained following
Admission. The liquidity of a securities market is often a function of the volume of the underlying Ordinary
Shares that are publicly held by unrelated parties. If a liquid trading market for the Ordinary Shares does not
develop, the price of the Ordinary Shares may become more volatile and it may be more difficult to complete
a buy or sell order for such Ordinary Shares.

Substantial sales of Ordinary Shares

There can be no assurance that certain Directors or other Shareholders will not elect to sell their Ordinary
Shares following the expiry of the lock-in agreements, details of which are set out in paragraph 17.6 of
Part VII of this document, or otherwise. The market price of Ordinary Shares could decline as a result of any
such sales of Ordinary Shares or as a result of the perception that these sales may occur. In addition, if
these or any other sales were to occur, the Group may in the future have difficulty in offering Ordinary Shares
at a time or at a price it deems appropriate.

Additional capital and dilution

The Directors do not currently anticipate that the Group will require additional capital to further its strategy
as outlined in this document. Nevertheless, it is possible that the Group will need or choose to raise extra
capital in the future to finance the development of new products or enhancements, to develop fully the
Group’s business, to take advantage of acquisition opportunities or respond to new competitive pressures.
Additionally, it is difficult for the Directors to predict the timing and amount of capital required to finance the
Group’s growth through future stages of development with accuracy. The Company may, in the future, need
to raise further equity funds to finance the Group’s growth and working capital requirements. Factors that
could increase the Group’s funding requirements include, but are not limited to higher costs and slower
progress than expected in obtaining regulatory approvals; delays in finalising licensing agreements for existing
products; slower progress than expected in securing licensing agreements for the Group’s new products;
slower progress than expected in attracting development and collaboration partners; slower rate of market
acceptance of the Group’s technologies and the ability of the Group and its collaboration partners to attract
customers; unexpected opportunities to develop additional products or acquire additional technologies,
products or businesses; and costs incurred in relation to the protection of the Group’s intellectual property.
Similarly, there can be no certainty as to the future cash flows generated by the Company through its sales
and licensing activities. If the Group is unable to obtain this financing on terms acceptable to it then it may
be forced to curtail its development. If additional funds are raised through the issue of new equity or equity-
linked securities of the Group other than on a pro rata basis to existing Shareholders, the percentage
ownership of such Shareholders may be substantially diluted. There is no guarantee that the then prevailing
market conditions will allow for such a fundraising or that new investors will be prepared to subscribe for
Ordinary Shares at the same price as the Placing Price or higher.
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Taxation

The attention of potential investors is drawn to paragraph 15 of Part VII of this document. The tax rules,
including stamp duty provisions and their interpretation relating to an investment in the Group, may change
during the life of the Group.

The levels of, and reliefs from, taxation may change. The tax reliefs referred to in this document are those
currently available and their value depends on investors’ individual circumstances. Any change in the Group’s
tax status or the tax applicable to holding Ordinary Shares or in taxation legislation or its interpretation, could
affect the value of the investments held by the Group, its ability to provide returns to Shareholders and/or
alter the post-tax returns to Shareholders. Statements in this Admission Document concerning taxation of
the Group and its investors are based on current tax law and practice which is subject to change.

Investors should therefore consider carefully whether investment in the Company is suitable for them, in
light of the risk factors outlined, their personal circumstances and the financial resources available to them.

EIS and VCT status

The Company has received advanced assurance from HMRC that the Company should be a ‘‘qualifying
holding’’ for the purposes of the EIS and for investment by a VCT under Part 5 (EIS) and Part 6 (VCT) of
Chapter 4 of the UK Income Tax Act 2007 respectively, and that the Ordinary Shares will be eligible shares
for the purposes of section 173 and section 285(3A) of the UK Income Tax Act 2007.

The advance assurance only relates to the qualifying status of the Company and its shares and will not
guarantee that any particular VCT will qualify for relief in respect of an acquisition of Ordinary Shares. The
continuing availability of EIS relief and the status of the relevant VCT/EIS Placing Shares as a qualifying
holding for VCT purposes will be conditional, amongst other things, on the Company continuing to satisfy
the requirements for a qualifying company throughout the period of three years from the date of the investor
making its investment (under EIS) and, for VCT purposes, throughout the period the Ordinary Shares are
held as a ‘‘qualifying holding’’. Neither the Company nor the Company’s advisers are giving any warranties
or undertakings that any relief under the EIS or that VCT qualifying status will be available in respect of the
Placing, or that in due course such relief or status will not be withdrawn.

Circumstances may arise where the Board believes that the interests of the Company are not best served
by acting in a way that preserves the EIS or VCT qualifying status (if granted). In such circumstances, the
Company cannot undertake to conduct its activities in a way designed to preserve any such relief or status.
Should the law regarding EIS or VCTs change, then any relief or qualifying status previously obtained may
be lost.

Any person who is in any doubt as to their taxation position should consult their professional tax adviser in
order that they may fully understand how the rules apply in their individual circumstances.

Issue of the VCT/Placing Shares is not conditional on Admission

Investors should be aware that the VCT/EIS Placing Shares issued to VCTs and EIS investors up to a
maximum of £3.6 million will not be issued conditionally upon Admission but will form a separate
unconditional issue prior to the issue of the Principal Placing Shares. This figure is less than the £5 million
annual investment allowance due to previous fundraisings. Investors in the VCT/EIS Placing Shares should
be aware that the there is no guarantee that the remainder of the Placing will become unconditional or that
Admission will take place.

The working capital statement set out in paragraph 13 of Part VII of this document assumes that all of the
Placing Shares are issued and that Admission takes place. If all of the Placing Shares are not issued and
Admission does not take place, the acquisition of Q-Chip will not become unconditional and the Company
will not be able to implement the strategy and growth plans as outlined in this document.

No guarantee that dividends will be granted

There can be no assurance as to whether the Company will grant any dividends or indeed the level of any
future dividends. The approval of the declaration, payment and amount of any future dividends of the
Company is subject to the discretion of the Shareholders or, in the case of interim dividends, to the discretion
of the directors of the Company at the time in question, and will depend upon, among other things, the
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Group’s earnings, financial position, cash requirements, availability of profits, as well as provisions for relevant
laws or generally accepted accounting principles from time to time.

No guarantee that the Ordinary Shares will continue to be traded on AIM

The Company cannot assure investors that the Ordinary Shares will always continue to be traded on AIM
or on any other exchange. If such trading were to cease, certain investors may decide to sell their shares,
which could have an adverse impact on the price of the Ordinary Shares. Additionally, if in the future the
Company decides to obtain a listing on another exchange in addition or as an alternative to AIM, the level
of liquidity of the Ordinary Shares traded on AIM could decline.

Forward-looking statements

Certain statements contained in this document may constitute forward-looking statements. Such statements
include, amongst other things, statements regarding the Company’s or management’s beliefs, expectations,
estimations, plans, anticipations and similar statements. Any such forward-looking statements involve risks,
uncertainties and other factors that may cause the actual results, performance or achievements of the
Company, or industry results, to be materially different from any future results, performance or achievements
expressed or implied by such forward-looking statements. These forward-looking statements speak only
as of the date of this document and there can be no assurance that the results and events contemplated
by such forward-looking statements will, in fact, occur. The Company and the Directors expressly disclaim
any obligation or undertaking to release publicly any updates or revisions to any forward-looking statement
contained herein, or to reflect any change in the Company’s expectations with regard thereto or any change
in events, conditions or circumstances on which any such statement is based, save as required to comply
with any legal or regulatory obligations (including the AIM Rules).
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The Directors
Midatech Pharma PLC
Milton Park Innovation Centre
99 Park Drive, Milton Park
Abingdon
Oxford
OX13 6BH

The Directors
Panmure Gordon (UK) Limited
One New Change
London
EC4M 9AF

3 December 2014

Dear Sirs

Our Ref: CSC/BG6994800

MIDATECH PATENT & TRADE MARK REPORT

We have prepared this report for the directors of Midatech Pharma PLC (the “Group”) and the Company’s
nominated adviser, Panmure Gordon (UK) Limited, for inclusion in the admission document issued by the
Company in connection with the admission of the Company’s entire issued and to be issued ordinary share
capital to trading on AIM, a market operated by the London Stock Exchange. Reference to “Midatech”
includes Midatech Limited or any one of its subsidiaries. Reference to “Q Chip” includes Q Chip Limited or
any one of its subsidiaries.

For the purposes of paragraph (a) of Schedule Two of the AIM Rules for Companies, we declare that we are
responsible for this report, which forms part of the Admission Document, and that we have taken all
reasonable care to ensure that the information contained in this report is, to the best of our knowledge and
belief, in accordance with the facts and contains no omission likely to affect its import.

1. EXECUTIVE SUMMARY

1.1 At the heart of Midatech’s intellectual property (IP) portfolio are granted patent rights in the major
markets, including Europe, United States and Japan that confer a broad position of exclusivity for
metal-core glycated-nanoparticles, including the Company’s glycan-coated gold nanoparticles
(“GNPs”). Midatech’s granted patents in family 1 (expiring 2021) provide the foundation to the portfolio
with product (including composition of matter), process and use claims that encompass the GNPs
used in all of Midatech’s major programs, including endocrinology, oncology and neuroscience.
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1.2 Midatech has 40 granted patents (98 if patents in individual European countries are counted
separately) and 67 pending patent applications in 22 patent families (not including as yet unfiled patent
applications). These include:

● Endocrinology: families 11, 12, 14, 15, 17, 18, 19 and 20, which could extend until expiry in
the range 2031-2035. These patent rights include two granted US patents and 28 pending
patent applications in key markets protecting products in Midatech’s pipeline for the treatment
of diabetes. In particular, GNP-insulin, GNP-GLP-1 and GNP-combo(insulin + GLP-1).

● Oncology: families 2, 3, 9, 10, 13A, 13B, 16 and 21, which have predicted expiry dates in the
range 2025-2034. These patent rights include 15 granted patents and 29 pending applications
relating to products and methods for treating and imaging cancers. In addition to the radiative
and immune-based therapies contemplated by many of these patent families, Midatech’s
pipeline of GNP-drug conjugates for oncology benefits from protection by the basic GNP
patents of family 1.

● Neuroscience: family 16 is directed to use of GNPs for drug delivery across the blood brain
barrier to the central nervous system. Midatech’s pipeline of GNP-drug conjugates for
neuroscience also benefits from protection by the basic GNP patents of family 1.

1.3 Midatech also has in its portfolio several vaccine and infectious disease related patent families (see
families 4, 5 and 6). These include GNPs for immune-based therapy and antibiotic-GNP conjugates.
Midatech’s magnetic family 2 patents relate to magnetic nanoparticles that have applications in
imaging, including as contrast agents in magnetic resonance imaging (MRI).

1.4 Through its acquisition of the sustained release specialist, Q Chip, Midatech adds to its portfolio 13
granted patents (27 if patents in individual European countries are counted separately) and 29 pending
applications in 8 patent families.

1.5 The patents granted to Q Chip to date chiefly relate to devices and methods for use in its Microplant
technology, which is not actively being utilised by Q Chip. We understand that the Microplant
technology has been superseded by Q Chip’s Q Sphera® technology, the latter providing greater
scale-up potential. The Q Sphera process employs a piezoelectric droplet generator in a method to
form polymeric microparticles that encapsulate a drug intended for sustained release. Three patent
families (14, 15 and 16) are directed to aspects of Q Chip’s Q Sphera technology (broadly an
apparatus, method and device, respectively). These applications are at a relatively early stage and so
Q Chip does not yet have granted rights protecting its commercial Q Sphera process or products
produced by that process. It is not possible to say with certainty whether or not Q Chip will secure
granted rights from these patent applications. In each case the preliminary opinion of the European
patent office (EPO) was raised objections of novelty or inventive step against all claims. However,
amended claims have been filed in Europe for family 14 that aim to overcome the objections raised
in the International Search Report. Amended claims have also been filed for the European application
of family 15; we believe that the changes made to the family 15 claims establish novelty over the cited
documents.

1.6 The combination of Midatech’s GNP technology with Q Chip’s sustained release technology provides
possibilities for new formulations of GNP-drug conjugates. Midatech’s GNPs when encapsulated in
microparticles would enjoy patent protection conferred by the existing granted Midatech patents.
Moreover, a GB patent application has recently (11 November 2014) been filed in the joint names of
Midatech and Q Chip, which is directed to the combination of Midatech’s GNP-drug conjugate
technology and Q Chip’s sustained release encapsulation technology (see family 24 below).

1.7 Our evaluation of patent ownership has not revealed any major concerns in either the Midatech or
Q Chip portfolios.

1.8 To the best of our knowledge, after due enquiry, renewal fee payments for both Midatech and Q Chip
patent portfolios are generally in good standing at present and paid up to the date of this report.

1.9 Freedom to operate (FTO) analysis in respect of Midatech’s most advanced program – the GNP insulin
– indicates low risk of infringement in Europe and the US. This analysis has not yet been extended to
consider the formulation of GNP insulin into film strips because the specific film formulation of the
intended commercial product has not yet been finalised.
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1.10 We have been made aware of FTO analysis in respect of Q Chip’s “Q-Octreotide” program. Of greatest
relevance are patents and patent applications held by the market incumbent, Novartis AG. We
understand that the FTO analysis has and will inform product design and formulation. We are not
aware of any other FTO analysis, including in respect of the “Q-Cyclosporin” or “Cancer beads”
programs.

1.11 Regarding trade marks, Midatech has sought registered trade mark protection for the main trade
marks of commercial importance, including the house trade mark MIDATECH. The company has
registrations for, or applications to register, these trade marks in many major jurisdictions, including
Europe, USA, China and Japan.

1.12 Q Chip has registered the main house trade mark Q-CHIP in the UK, and also has a UK trade mark
registration for the technology platform Q-SPHERA. There are no trade mark applications or
registrations outside the UK.

2. SCOPE OF REPORT

2.1 This patent and trade mark report relates to the patent and trade mark rights of Midatech Limited
and Q Chip Limited.

2.2 Mewburn Ellis LLP has been commissioned to review the registered patent and trade mark rights
owned by Midatech Limited and by Q Chip Limited whether singly or jointly with others. The report
also considers certain patent rights licensed-in to Midatech Limited, where the Company has
responsibility for management of the patents or patent applications. The report does not review the
scope of any in-licenses to Midatech Limited or Q Chip Limited, or any licenses granted by Midatech
Limited or Q Chip Limited to third parties, nor their impact on the patent or trade mark estate of the
respective companies. We understand that licences, collaborations, security charges and other
encumbrances that may affect the IP estate of Midatech or Q Chip have been reviewed by Midatech’s
professional advisors and, to the extent that they are material, are detailed in Section 17 of Part VII of
the Admission Document (Material Contracts). Neither does this report include a review of commercial,
technical, regulatory or financial issues that relate to the businesses or their respective intellectual
property estates.

2.3 For each patent family owned by Midatech Limited and for each owned by Q Chip Limited, we have
included a brief summary of the invention and its commercial context. This information is subjective
and is intended to provide a useful summary, rather than to be relied on in a factual sense.

2.4 An exemplary claim has been selected for each patent family. Care has been taken to copy claims
(or translations thereof) accurately, but errors cannot be excluded. Interested parties are encouraged
to review granted patents and published patent applications referred to herein, and which are
publically available, e.g., from the relevant patent office websites. No single claim can completely
reflect the scope of the various claims in the different members of the patent family. Therefore, the
exemplary claim is in each case intended to provide the reader with an example from the patent family
in question. In particular, it cannot be assumed that other members of the patent family share the
same scope as that of the exemplary claim provided herein.

2.5 At the foot of the summary table for each patent family we have also summarised the overall status
for each patent family, focussing on any material issues. Opinions expressed in this summary are
based on our best assessment of the relevant facts and information as known to us, and represent
our honest belief. This report is not intended as a substitute for reviewing the publicly available
prosecution files, which in the case of the European Patent Office and the US Patent & Trade Mark
Office are available online (for patents and published patent applications). Reports from the PCT
procedure are also available online from the World Intellectual Property Organisation (WIPO).

2.6 For rights owned by Midatech Limited and Q Chip Limited, the chain of title has been checked from
the inventors. The correctness of the inventorship has not been checked. Both Midatech and Q Chip
appear to have good title to their patent and trade mark rights. Although our checks have not been
exhaustive, we have made checks to confirm the existence of employment contracts (thus allowing
entitlement in the UK to be claimed by the operation of law) and assignments and the identity of the
parties. We have not, however, conducted a detailed review of the employment contracts. We have
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also not reviewed the content of the licences in respect of material in-licensed patent rights, but we
have verified their existence (to the extent we are aware of them) and the identities of the parties. We
have assumed the presence of suitable title warranties from the licensors. We understand that
Midatech’s professional advisors have considered this point. We have not independently verified the
licensor’s entitlement to the in-licensed patent rights, nor have we checked the correctness of
inventorship.

2.7 Some of the patent rights have not yet been granted and remain as applications. It is not yet clear
what rights will ultimately be granted in respect of such applications. It is also possible that granted
patents may be revoked. Patent applications are examined by the applicable national or international
IP office (IPO). They can also be the subject of third party objections and, even after they are granted,
can be the subject of post-grant reviews or oppositions at some IPO, or third party revocation claims
in front of an applicable national court. As a consequence, the patent claims applied for may be
amended. It is also possible that the entire application or patent may be held to be invalid and revoked.
If such claim amendments are proposed or required there may not be a definite product at the time
against which a technical or commercial assessment of the impact of any such amendments can be
made.

2.8 Some of the trade mark applications held by Midatech are still pending and it is possible that such
applications may not be registered, either as a result of objections raised by the relevant trade mark
office or as a result of oppositions by third parties. Any registered trade marks can also be the subject
to challenges by third parties, which could result in the total or partial cancellation of the registrations.

2.9 This report does not include a list or detail of the results of any searches conducted by an IPO, or the
examination reports of an IPO, unless these were deemed material. Any material search results or
examination reports are considered in the patent and trade mark schedules below. In all other cases,
the reader is invited to view the results of IPO searches, examination reports and cited documents,
which are available from the public prosecution filed for each case (and accessible online at least for
Europe and the US).

2.10 As far as we are aware, neither Midatech or Q Chip have systematically conducted infringement
clearance searches or any other type of searches, or monitored the technical developments of their
competitors, or sought any opinions as to validity, enforceability or otherwise of their respect patent
and trade mark estates, except for those detailed below.

2.11 The information used in this report was compiled up to 3 December 2014. Any change in the status
of the patent and trade mark families, and any documents executed, after that date will not be
included in this report.

3. INTRODUCTION

3.1 A brief description of Mewburn Ellis LLP and its expertise

3.2 Mewburn Ellis LLP (“Mewburn Ellis”) is a limited liability partnership of patent and trade mark
attorneys. It provides patent and trade mark prosecution services covering a wide range of
technologies, including chemistry and life sciences. Mewburn Ellis LLP also has a team of qualified
solicitors specialising in intellectual property (IP) who provide IP commercialisation and transaction
services. Some of Mewburn Ellis LLP’s patent attorneys are qualified as Patent Attorney Litigators.
They can provide dispute resolution and litigation services.

The contact details for Mewburn Ellis LLP are:

Mewburn Ellis LLP
33 Gutter Lane
London
EC2V 8AS
Tel. +44 (0)20 7776 5300
Fax +44 (0)330 111 4455
www.mewburn.com
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The relevant attorney details are as follows:

Dr Christopher Casley (Patents): christopher.casley@mewburn.com
Simon Kiddle (Patents): simon.kiddle@mewburn.com
Edmund Harrison (Trade Marks): edmund.harrison@mewburn.com

3.3 Mewburn Ellis LLP has acted for Midatech since 2000. Mewburn Ellis LLP provides IP legal services
to Midatech, in particular patent and trade mark filing and prosecution services, as well as IP and
commercial law services.

3.4 Christopher Casley, the principal author of this report, joined Mewburn Ellis LLP in 2004, qualifying
as a Chartered Patent Attorney in 2007 and a European Patent Attorney in 2008. He joined the
partnership in 2011. Christopher has a degree in Natural Sciences (pharmacology) from Cambridge
University, and a PhD in Biochemistry from University College London. He carried out post-doctoral
research at a major pharmaceutical company.

Christopher handles work in the fields of biotechnology, including enzyme engineering, monoclonal
antibodies and peptide drugs, nanotechnology, personalised medicine and diagnostics for clients
ranging from universities and research charities, SMEs to multinationals. Christopher has been acting
for Midatech, including original patent drafting, patent prosecution, patent opposition defence and
strategic patent advice, since 2008.

3.5 Simon Kiddle joined Mewburn Ellis LLP in 1991, qualifying as a Chartered Patent Attorney in 1994
and a European Patent Attorney in 1995. He joined the partnership in 1997. Simon has a degree in
chemistry from Oxford University.

Simon handles patent work in the fields of biotechnology, chemistry, pharmaceutical chemistry and
nanotechnology. He has extensive experience in European oppositions and appeals, original patent
drafting, patent strategy for approved biopharmaceutical drugs, advising start-up companies and
investors and due diligence work. Simon has acted for Midatech, including original patent drafting,
patent prosecution and strategic patent advice, since the inception of Midatech Limited.

Simon’s areas of special interest include: biotechnology (including enzyme engineering, peptide drugs,
antibodies and receptor-ligand interactions); the application of personalised medicine in the patent
field; biomedical nanotechnology; microfluidic devices; microarray technology; advanced mass
spectroscopy techniques; new generation sequencing technology; biotechnology based cleantech
inventions; and supplements and functional foods. His clients include large and small biotechnology
companies, universities and research charities.

Recognised as having ‘great knowledge and an ability to quickly capture the essence of a new
invention’ – The Legal 500 (2013).

‘Recommended’ in the IAM Patent 1000 for prosecution 2014 guide “Simon Kiddle has been a rock
for Mewburn Ellis in his nearly 25-year career here. Renowned for drafting iron-clad patents, he also
performs with guile on oppositions and appeals.”

The ‘thorough’ and ‘diligent’ Simon Kiddle is recommended for his expertise in the life sciences sector.
– The Legal 500 (2014).

3.6 Edmund Harrison joined Mewburn Ellis LLP in 2009. He qualified as a UK Registered Trade Mark
Attorney in 2002. Authorised representative at OHIM 2001.

Edmund has a degree in Ancient History and Archaeology from the University of Birmingham. He is
a Member of the Institute of Trade Mark Attorneys, INTA, PTMG and MARQUES. From 1995 to 2008
worked at another large UK firm of patent and trade mark attorneys, becoming a partner in 2005. He
previously also worked at law firms in Paris, France, and Washington DC, USA.

Edmund specialises in trade mark work, dealing with a wide range of issues including prosecution of
applications, opposition, revocation and invalidity actions in the UK and OHIM. He has extensive
experience of managing portfolios of trade marks for multinational companies, as well as smaller
companies or individuals. Highly experienced in negotiating and concluding settlement agreements
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and in conducting hearings and appeals before the UK IPO. Edmund has also taken cases to the
European Court of First Instance and has successfully reclaimed domain names for clients using
Domain Name Dispute Resolution Proceedings. Edmund advises Midatech on trade mark filing,
prosecution, opposition and trade mark strategy.

Acknowledged as a ‘Great professional’ Edmund Harrison is ‘exceptionally good at communicating
with his clients’ – The Legal 500 (2013).

Recognised as ‘excellent’ and ‘knowledgeable’ – The Legal 500 (2014).

3.7 Patents

3.7.1 A patent is a term-limited exclusive right to exploit an invention which is a product or process. To be
patentable the invention must be new, inventive and capable of industrial application. A patent right
is granted by national governments through their patent office following an application and
examination procedure. The process of guiding a patent application through the application and
examination procedure is generally known as patent prosecution.

3.8 Patent ownership and entitlement

3.8.1 Under English law, the right to be granted a patent primarily belongs to the inventor or joint inventors.
However, that right may pass to the employer of the inventor by operation of law (provided certain
conditions are met). Moreover, ownership of a patent may be transferred by assignment.

3.9 Patent Term

3.9.1 The basic term of a patent is twenty years from the date of filing (the date of grant does not affect this
in most jurisdictions). Most notably in the United States, the twenty-year term may be adjusted or
extended, e.g., due to delays on the part of the US Patent Office during prosecution. However, the
calculation of such term adjustments, and the interplay with terminal disclaimers filed between
commonly owned US patents in certain situations, is complex and beyond the scope of this report.
As used herein the expiry date is given for guidance only and is simply the filing date plus twenty
years.

3.10 Trade Marks

3.10.1A trade mark is a distinctive symbol that distinguishes the goods or services of one trader from
another. The symbol may consist of a device or word or combination of these. A trade mark can be
registered. A registered trade mark provides an exclusive right to take action against other parties for
use of a similar trade mark in the course of trade in connection with the goods or services for which
is has been registered. Subject to the payment of office fees a trade mark can be renewed indefinitely.
A registered trade mark is granted by national governments through their trade mark office following
an application and examination procedure.

4. FILING AND MAINTENANCE OF THE PATENTS AND TRADE MARKS

4.1 Patent filing and prosecution

4.1.1 It is not cost-effective for Midatech to obtain patent protection for an invention in all possible
jurisdictions. In common with industry norms, Midatech balances geographical coverage against cost,
taking into account effectiveness of IP legal regimes, market importance and other factors. The result
is that Midatech aims to secure patent protection in major developed economies, including the United
States, the larger European countries, Japan, and typically one or more of Australia, Canada, China,
India and South Korea. In some cases the geographical scope is somewhat wider (e.g. families 13A
and 13B, which also include applications in Brazil, Mexico and Eurasia).

4.1.2 The strategy to obtain such patent protection makes use of well-established international legal
systems. A first or “priority” application is made, which Midatech usually files in the United Kingdom
or the United States. The principal goal of this application is to obtain an effective filing date. Under
the Paris Convention, a later patent application filed within 12 months of that first application can
benefit from the earlier filing date to the extent that the patent applications are directed to the same
invention. At this 12-month point, Midatech typically files an international application under the Patent
Cooperation Treaty (PCT). The PCT system provides for centralised application, search, publication
and limited, non-binding examination during the “international phase”. At 30 or 31 months (jurisdiction
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dependent) from the filing date of the priority application, it is necessary to convert the PCT application
into one or more national patent applications by entering the national phase (called the regional phase
where a regional patent office is available such as in Europe). The patent prosecution process typically
involves the filing of comparatively broad claims at the outset, which often encounter objections from
one of more national or regional patent offices. This is not unusual. Claims can be amended, provided
that there is support for the amendments in the application as originally filed. Arguments,
supplementary experimental data and/or expert declarations can be filed as an additional or alternative
strategy to amending the claims. The aim is to secure strong protection for commercially important
subject-matter.

4.1.3 As well as acting for Midatech before the European Patent Office (EPO) and UK IPO, Mewburn Ellis
LLP assist Midatech with the coordination of foreign patent prosecution carried out by local patent
attorneys in the relevant jurisdictions.

4.1.4 In the patent schedule which follows, patents and patent applications are grouped into “families”.
The patent family members are related because they share a common priority application and typically
have the same or very similar technical content. However, the family members may have different
claims, not least because the various jurisdictions have different requirements (both formal and
substantive) for a patent to be granted. The phrase “priority only” is intended to mean that the patent
application has been filed in order to obtain a priority date and has or will be abandoned in favour of
later applications in the family. Thus, reference to an application having been abandoned is perfectly
normal and consistent with a strategy in which a priority application is allowed to lapse once it has
served it purpose. Similarly, a PCT application marked as “expired” is intended to mean that the
international phase has ended and the application has converted into one or more national or regional
applications. After grant, a European patent must be converted into one or more national rights in
European countries where patent protection is wanted by a process known as validation. The term
“validated in” as used here is followed by a list of European countries (using two-letter codes such as
GB for the United Kingdom and DE for Germany) and shows those countries where the necessary
formalities have been completed to secure patent protection on the basis of a European grant.

4.1.5 We understand that Q Chip has adopted a broadly similar filing strategy, filing priority applications in
the UK or US and then extending geographical scope making use of the PCT and European patent
systems.

4.2 Patent Renewals

4.2.1 Except where specifically noted in the schedule below, Mewburn Ellis, acting on instructions from
Midatech, has responsibility for renewal of granted patents and pending patent applications.

4.2.2 To the best of our knowledge, after due enquiry, all required patent renewal fees up to at least the
end of November 2014 with respect to Midatech’s patents and, where applicable, pending patent
applications have been paid.

4.2.3 We have been told that Q Chip uses CPA Global to pay renewal fees on all of its live cases. At an
appropriate time for each patent right, Q Chip’s patent attorneys provide CPA Global with details of
the relevant patent rights. CPA Global then writes to Q Chip in relation to the same to ensure that
renewal fees are paid in good time.

4.2.4 According to the information provided by Q Chip via their attorneys, renewal fees for all pending Q
Chip patent applications and granted Q Chip patents are paid up to the end of October 2014.

4.2.5 We understand that renewal fees for Q Chip patent family 1 are due in November 2014, and that
payment has been instructed. Renewal fees for members of Q Chip patent families 4, 5 and 6 are
due in December 2014. We have not determined whether or not these renewal fees have been paid
or whether or not payment is intended.

4.3 Trade mark filing and prosecution

4.3.1 It is not cost-effective to seek protection for trade marks in every jurisdiction so a commercial decision
has been taken to protect Midatech trade marks in the jurisdictions of main commercial interest where
Midatech is likely to be commercially active. The geographical scope varies for different trade marks,
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but as a minimum all Midatech trade marks have been protected as European Community Trade
Marks (CTMs) in the EU.

4.3.2 Where trade marks have been extended outside the EU, Midatech has made use of the International
trade mark system (also called the Madrid protocol), combined with national filings in countries that
could not be designated under the International trade mark filing. All filings outside the EU have
claimed priority under the Paris Convention from the equivalent CTMs. The priority period for trade
marks lasts for 6 months from the date of first filing, and that period has now passed. However, trade
mark filings to extend protection further can be made at any point.

4.3.3 We understand that Abel & Imray co-ordinate the Trade Mark Rights for Q Chip. Caroline Brooks,
Partner, is the representative. The Q Chip trade marks are registered in the UK only.

4.4 Trade mark term and trade mark renewals

4.4.1 Most trade marks globally have an initial registration period of 10 years calculated from the filing date,
and can then be renewed for further 10 year periods upon payment of the renewal fee. In the US, an
affidavit of use needs to be additionally filed during the course of the 5th to 6th year after grant, failing
which the trade mark may be removed from the register.

4.4.2 Mewburn Ellis LLP are currently responsible for all trade marks shown in the Midatech trade mark
schedule, unless otherwise indicated. For trade marks, a renewal reminder is issued to Midatech
6 months before the renewal deadline, and if no instructions are received, subsequent reminders are
sent at regular intervals, including within the last month. If the renewal deadline passes without
instructions, a further reminder is issued pointing out the default, and advising on the availability of
late renewal within the applicable grace periods.

4.4.3 All renewal fees for both Midatech trade marks and Q Chip trade marks have been paid up to date
and there are no renewal deadlines within the next year.

5. LICENCES AND OTHER ENCUMBRANCES

5.1 In preparing this report we have not considered licences that may have been granted under the IP
detailed herein or any other encumbrances, such as security interests, registered against the IP. We
have included in-licensed patent families in the schedules below where we have been made aware
of their existence by the Company. We have not been provided with copies of any licence agreements
relating to in-licensing, out-licensing or cross-licensing of the patents, patent applications or trade
marks of Midatech or Q Chip.

5.2 For a summary of IP licences deemed by the Company to be material and their effects, please refer
to section 17 of Part VII of the Admission Document, Material Contracts.

6. FREEDOM TO OPERATE

6.1 Grant of a patent does not provide the patentee with a right to use his invention. The exclusive rights
conferred by the patent are essentially rights to stop others. This means that consideration of third
patent rights is necessary regardless of one’s own patent position.

6.2 However, freedom to operate (FTO) analysis is not always practical where a product or process is at
the research stage, or in early stage development. This is because the scope of any such search
would have be impractically broad in view of the uncertainty inherent in a product or process that has
yet to be finalised. FTO searching and analysis of the search results usually becomes more practical
at the stage, prior to commercialisation, when a project (method or product) can be specified
sufficiently to focus the search to relevant third party rights.

6.3 In respect of Midatech, Mewburn Ellis was asked to carry out freedom to operate analysis for gold
nanoparticle insulin (GNPi) suspension based on a product specification provided by the Company.
A report prepared for Midatech by Mewburn Ellis on 13 October 2014 concluded that the infringement
risk from third party patent rights in Europe and the US was low.
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6.4 The scope of the FTO analysis was limited to Midatech’s lead GNPi composition, being a gold core
nanoparticle with a corona of alpha-galactose and PEGamine ligands to which “standard” human
insulin is bound. FTO in respect of other peptides and/or insulin analogues was not considered.
Furthermore, the FTO analysis did not extend to considering formulation of the GNPi suspension into
a film strip. We understand that the specific film formulation for the intended commercial product has
not yet been finalised, which would therefore make FTO analysis impractical at this stage.

6.5 In addition to the above specific limitations to the scope of the FTO analysis, a number of general
limitations apply to the potential effectiveness of the analysis. The searching was carried out by a
respected outside provider of patent searching. However, FTO clearance searches are notoriously
difficult to make fully comprehensive, because it is impractical to search all potentially infringed patent
documents. It is impossible to guarantee that a relevant document will not have been missed, for
example because of the searching strategy used or by being incorrectly indexed on a database. In
addition, the search may not have detected recently filed patent applications (which may not yet have
been published) or recently granted patents. The geographical scope of the search was restricted to
Europe and the US; other jurisdictions were not considered. The analysis focused on the claims of
granted European and US patents. Pending applications were also considered. However, the scope
of claims in pending applications may change during examination, either to narrow or broaden the
claim, and so conclusions drawn from patent applications cannot be certain. The analysis did not
extend to a formal infringement or validity opinion on any of the identified patents, rather we reviewed
the patent documents and assessed the likelihood that valid, enforceable claims would present a
material limitation to the Company’s ability to deal in the GNPi composition. As UK patent attorneys,
our analysis considered claim construction and infringement under UK law only.

6.6 Whilst we have undertaken FTO analysis, with the scope summarised above, consistent with our
professional standards, owing to the inherent limitations of such studies, there can be no guarantee
of freedom to operate for the GNPi product considered.

6.7 Owing to their comparatively less advanced stage of development, we have not been asked to carry
out FTO analysis in respect of other of the Company’s intended products.

6.8 Mewburn Ellis has not been asked to carry out any clearance searching or infringement analysis in
respect of Q Chip’s products or processes. However, Q Chip has made available certain FTO reports
for inspection by Mewburn Ellis. These were prepared for Q Chip in 2010 and we understand that
the clearance searches have not been updated since then. In relation to Q Chip’s Q-Octreotide
program for the development of a sustained release microparticle formulation of octreotide, Q Chip
is aware of EP1968549B1 (Novartis AG), entitled: “Sustained release formulation comprising
octreotide and two or more polylactide-co-glycolide polymers”, as well as other pending members
of the same patent family in at least Europe and the US. In view of this patent family, expected to
expire in 2026, Q Chip is seeking to adopt a changed formulation of Q-Octreotide employing a single
custom co-polymer. We understand that the re-formulation of the Q-Octreotide product is at a
comparatively early stage where the specific polymer details of the re-formulated product are being
investigated. No FTO clearance search has been carried out in respect of the re-formulated product.
Q Chip is also aware of other pending patent applications in the name of Novartis AG that, if granted
and depending on the eventual claim scope, would be expected to further limit Q Chip’s formulation
choices for the Q-Octreotide product. EP1565161 (Novartis AG), entitled: Pharmaceutical composition
comprising octreotide microparticles” has been identified in this context, relating to such microparticles
formed of a linear PLGA polymer. EP1565161 has undergone several rounds of examination and
claim amendments have been filed by the applicant. On 26 November 2014, the EPO issued a further
examination report, in which the examiner alleges that the pending Novartis claims all lack novelty or
lack inventive step.

6.9 Q Chip is also aware of EP1142567B1 (Takeda Pharmaceutical Company Limited),
entitled “Production of microspheres”, which was identified in an FTO report prepared for Q Chip in
relation to the Q-Octreotide and Q-Leuprolide products. This patent is expected to expire in 2016.

6.10 Q Chip is aware of US6998074B1 (MicroFab Technologies, Inc.), entitled: “Method for forming polymer
microspheres”. We have been informed that Q Chip has determined that this patent represents low
infringement risk on the grounds that: (i) the claims are limited to methods in which the dispensing
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orifice of the droplet dispenser is immersed in a liquid and (ii) Q Chip’s process does not immerse the
dispensing orifice in liquid. We have not been asked to review this patent.

6.11 Mewburn Ellis is not aware of any actual or threatened litigation against Midatech or Q Chip for
infringement of third party patent rights or trade mark rights.

PATENT SCHEDULE

7. Midatech Patents

7.1 Family 1 – Nanoparticles

7.1.1 Summary of invention and commercial context

Family 1 patents are, in general terms, directed to metal core nanoparticles surrounded by at least
twenty covalently attached carbohydrate-containing “ligands”. In some members of this family, the
claims require that at least two different species of ligand are attached to the nanoparticle core.
Methods of synthesis and of use, including therapeutic and diagnostic use, are also claimed.

The family 1 patents provide protection in geographical markets including United States, key European
countries and Japan. The claims of the family 1 patents encompass a variety of nanoparticle
structures, for example having a variety of different saccharide-containing ligands for particular
applications. While the scope of the claims differs in some respects by jurisdiction (e.g. the granted
Japanese patent requires sulphur-based attachment of the ligands), the claims are sufficiently broad
to confer protection for substantially all of Midatech’s GNP programs.

7.1.2 PCT Abstract

Materials and methods for studying and modulating the interaction of carbohydrate-containing
moieties with other species are described, in particular, small particles, e.g. clusters of metal or
semiconductor atoms, which can be employed as a substrate for immobilising a plurality of ligands
comprising carbohydrate groups. These “nanoparticles” can then be used to study carbohydrate
mediated interactions, e.g. with other carbohydrates or proteins, and as therapeutics and diagnostic
reagents.

7.1.3 Ownership

Co-owned by Midatech and Consejo Superior De Investigaciones Cientificas (CSIC).

We understand that there is a Patent and Know How Agreement in respect of this Patent Family. For
a summary of IP licences deemed by the Company to be material and their effects, please refer to
Section 17 of Part VII of the Admission Document (Material Contracts).
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Under the Patent and Know How Agreement if certain milestones were achieved by Midatech then
Midatech shall be entitled to assign the patent rights into Midatech’s sole name. We understand that
such entitlement rights have arisen and that the rights can be exercised by Midatech at any time.

7.1.4 Inventors

Soledad Penades; Javier Rojo; and Manuel Martin-Lomas

7.1.5 Dates

Priority date: 16.10.2000
International filing date: 16.10.2001
Basic expiry date: 16.10.2021*

Ignoring patent term adjustments or extensions, if any.

(NB: dates in this report are of the format DD.MM.YYY)

7.1.6 Exemplary claim

Claim 1 of granted US Patent No. 7,364,919:

1. A nanoparticle comprising a core of metal atoms covalently linked to at least 20 ligands,
wherein the nanoparticle has more than one species of ligand immobilized thereon and wherein
at least one of the species of ligand comprises a carbohydrate group.

7.1.7 Patent family summary table

Country App. No. Patent No. Status

1. GB 0025414.4 N/A Abandoned

2. International PCT/GB01/04633 N/A Expired

3. Australia 2001294068 2001294068 Granted: 06.04.2006

4. Canada 2424734 2424734 Granted: 11.10.2001

5. Europe 01974554.6 1326589 Granted: 08.03.2006
Validated in: AT, BE, CH, DE, ES, FR, GB,
IE, IT.

6. Europe 05026069.4 1671625 Granted: 19.05.2010
Validated in: AT, BE, CH, DE, ES, FR, GB,
IE, IT.
Divisional of 5.
Maintained in amended form following
opposition: 25.02.2013.

7. Japan 2002-535642 4467882 Granted: 05.03.2010

8. Japan 2009-150219 N/A Abandoned

9. United States 10/399284 7364919 Granted: 29.02.2008

10. United States 12/040594 8080431 Granted: 20.12.2011
Continuation of 9.

11. United States 13/306924 8790934 Granted: 29.07.2014
Divisional of 10.

7.1.8 Prosecution and post-grant challenge

There is no on-going prosecution of any family 1 cases.

EP1671625 was challenged by Life Technologies Inc. in a post-grant opposition at the EPO. Mewburn
Ellis acted for Midatech in defence of the patent during the opposition proceedings, including at the
oral hearing in Munich on 13.12.2012. The patent was maintained in amended form by decision dated
25.02.2013. There were no appeals. The amended patent was revalidated in AT, BE, CH, DE, ES,
FR, GB, IE and IT. The main claim is shown below as granted and as amended during opposition
proceedings, respectively.

Claim 1 of EP1671625 as granted:
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1. A nanoparticle comprising a core of metal or semiconductor atoms covalently linked to at least
20 ligands, wherein the nanoparticle has two or more species of ligand linked to the core and
wherein one of the species of ligand comprises a carbohydrate group.

Claim 1 of EP1671625 as maintained in amended form:

1. A nanoparticle comprising a core of metal atoms covalently linked to at least 20 ligands
each comprising a carbohydrate group, wherein the nanoparticle has two or more
species of ligand linked to the core.

The principal effect of the amendments made during the opposition proceedings is the
restriction to require a core of metal atoms rather than metal or semiconductor atoms.
Semiconductor core nanoparticles (known as “quantum dots”) find use in certain
imaging or detection applications. We understand that quantum dots are outside the
Company’s current business focus, and that the amendments to this patent are not
considered to have a material commercial impact.

Like all EPO opposition proceedings, the challenge was specifically against the opposed
patent (EP1671625). There was no reconsideration of other family members in Europe
or elsewhere. However, the documents cited during the EPO opposition proceedings
were disclosed to the US PTO in connection with the then-pending application
13/306924. The US application subsequently proceeded to grant as US8790934. The
claims of the ‘934 patent encompass both metal core and semiconductor core
nanoparticles.

7.2 Family 2 – Magnetic Nanoparticles

7.2.1 Summary of invention and commercial context

Family 2 patents are, in general terms, directed to magnetic nanoparticles with attached ligands.
Certain patents in family 2 cover nanoparticles having a composite core formed of both passive metal
atoms (e.g. gold) and magnetic metal atoms (e.g. iron) in particular ratios.

Also covered by patents in family 2 are: use of small (< 2.5 nm) magnetic nanoparticles in the treatment
of cancer by introducing the nanoparticles into a patient and applying high frequency magnetic field
to kill cancer cells; and use of the small (< 2.5 nm) nanoparticles as a contrast agent in magnetic
resonance imaging (MRI).

The family 2 patents provide protection in geographical markets including United States, key European
countries and Japan.

7.2.2 PCT Abstract

Materials and methods for making small magnetic particles, e.g. clusters of metal atoms, which can
be employed as a substrate for immobilising a plurality of ligands. Also disclosed are uses of these
magnetic nanoparticles as therapeutic and diagnostic reagents, and in the study of ligand-mediated
interactions.

7.2.3 Ownership

Co-owned by CSIC and Midatech. We are not aware of a co-ownership agreement between the
parties, but for a summary of IP contracts deemed by the Company to be material and their effects,
please refer to Section 17 of Part VII of the Admission Document (Material Contracts).
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7.2.4 Inventors

Soledad Penades; Manuel Martin-Lomas; Jesus Martines de la Fuente; and Thomas William
Rademacher.

7.2.5 Dates

Priority date: 9 June 2003
International filing date: 7 June 2004
Basic expiry date: 7 June 2024*

*Ignoring patent term adjustments or extensions, if any.

7.2.6 Exemplary claim

Claim 1 of granted European Patent No. 1631318:

1. A magnetic nanoparticle having a core which is a composite comprising passive metal atoms
and magnetic metal atoms, wherein the ratio of passive metal atoms to magnetic metal atoms
in the core is between 5:0.1 and 2:5 and the passive metal atoms are gold, platinum, silver or
copper atoms and the magnetic metal atoms are iron, cobalt or gadolinium atoms, and wherein
the core is covalently linked to a plurality of ligands, at least one of which comprises a
carbohydrate group.

7.2.7 Patent family summary table

Country App. No. Patent No. Status

1. GB 0313259.4 N/A Abandoned

2. International PCT/GB2004/002408 N/A Expired

3. Australia 2004244811 2004244811 Granted: 22.05.2008

4. Australia 2008202025 2008202025 Granted: 14.07.2011
Divisional of 3.

5. Canada 2528460 2528460 Granted: 30.10.2012

6. Japan 2006-516378 5008977 Granted: 08.06.2012

7. Europe 04736221.5 1631318 Granted: 10.11.2010
Validated in: AT, CH, DE, DK, ES, FR,
GB, IE, IT, NL, SE.

8. Europe 10009913.4 2277548 Granted: 16.01.2013
Divisional of 7.
Validated in: CH, DE, ES, FR, GB.

9. Europe 12167788.4 2486944 Granted: 04.12.2013
Divisional of 8.
Validated in: CH, DE, ES, FR, GB.

10. Hong Kong 12109012.1 HK1168051 Granted: 21.03.2014

11. United States 10/559957 8557607 Granted: 15.10.2013

12. United States 14/044113 N/A Pending
Divisional of 11.

7.2.8 Prosecution

All but one of the cases in family 2 have proceeded to grant. The one remaining pending application,
US 14/044113, is at a relatively early stage, as substantive examination has not yet begun. The main
claim of the pending application is as follows:

1. A magnetic nanoparticle having a core of metal atoms, wherein the core is covalently linked to
a plurality of ligands and has a diameter of less than 2.5nm.

We are not aware of any post-grant challenges that have been filed against the family 2 patents.
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7.3 Family 3 – RNA Nanoparticles

7.3.1 Summary of invention and commercial context

Family 3 patents are directed to medical use of nanoparticles that have attached silencing RNA
(siRNA) or micro interfering RNA (miRNA) ligands. The nanoparticles are intended to knockdown
expression of one or more target genes by delivering the RNA ligands to the cell interior. Examples in
the patent application show evidence of delivery in the absence of transfection agents and down-
regulation of gene expression. Medical uses specifically claimed include treatment of cancer, viral
infection and macular degeneration of the eye.

Family 3 also includes claims to use of RNA-containing nanoparticles in methods of detecting and/or
imaging mRNA.

7.3.2 PCT Abstract

Materials and methods are provided for making nanoparticles having a core including metal and/or
semiconductor atoms, which core is covalently linked to a plurality of ligands comprising a RNA ligand.
The RNA ligands may include siRNA or miRNA. Also provided are uses of these nanoparticles in
therapy and diagnosis.

7.3.3 Ownership

Owned solely by Midatech.

7.3.4 Inventors

Thomas William Rademacher; Khalid Gumaa; Manuel Martin-Lomas; Soledad Penades; Rafael Ojeda;
and Africa Barrientes.

7.3.5 Dates

Priority date: 24 May 2004
International filing date: 24 May 2005
Basic expiry date: 24 May 2025*

*Ignoring patent term adjustments or extensions, if any.

7.3.6 Exemplary claim

Claim 1 of granted Japanese patent No. 5398982 (English translation):

1. Use of a nanoparticle in the preparation of a medicament for down regulating a target gene in
vivo, wherein the nanoparticle comprises a core comprising gold atoms, and wherein the core
is covalently linked to a plurality of ligands and the ligands comprise a RNA ligand selected
from the group consisting of: a siRNA ligand; a miRNA ligand; and a shRNA ligand, and wherein
the nanoparticle is covalently linked to the RNA ligand via a thiol linker group, and wherein said
RNA ligand has a sequence that is specific for said target gene.
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7.3.7 Patent family summary table

Country App. No. Patent No. Status

1. GB 0411537.4 N/A Abandoned

2. United States 60/573805 N/A Expired

3. International PCT/GB2005/002058 N/A Expired

4. Europe 05746540.3 N/A Pending; allowed 27.11.2014

5. United States 11/597215 N/A Pending

6. China 200580024037.7 ZL200580024037.7 Granted: 10.07.2013

7. India 3844/KOLNP/2006 254570 Granted: 20.11.2012

8. Japan 2007-514090 5398982 Granted: 01.11.2013

9. Europe 10181903.5 N/A Pending
Divisional of 4.

10. China 201210359631.3 N/A Pending
Divisional of 6.

7.3.8 Prosecution

Patents have been granted in China, India and Japan. Patent applications are pending in Europe
(parent and divisional), the United States, and China (divisional only).

In Europe, a third party (D Young & Co.), has filed observations dated 15 July 2014, alleging that the
pending claims of EP application no. 05746540.3 do not meet the requirements for patent grant (in
particular, that the claims contain added subject-matter, and lack novelty and inventive step in view
of a US patent application by Franzen et al., US2003/0147966). The EPO examiner considered these
observations, but found them to be not relevant. The application was allowed 27 November 2014.

In the United States, Midatech has filed an appeal against a final rejection, dated 21 September 2013,
of the pending claims. The appeal will be considered by The Patent Trial and Appeal Board of the US
PTO although it is likely to be several years before this decision is reached.

7.4 Family 4 – Nanoparticles Comprising Antigens and Adjuvants, and Immunogenic Structures

7.4.1 Summary of invention and commercial context

Family 4 patents are directed to nanoparticles having a metal core surrounded by ligands that include
a carbohydrate antigen (e.g. sialyl Lewisx), a T-helper cell peptide adjuvant and a monosaccharide
(e.g. glucose). Medical uses, e.g., for vaccine therapy of infectious disease or cancer are also claimed.
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7.4.2 PCT Abstract

Nanoparticles comprising adjuvants and antigens, such as tumour and pathogen antigens, are
disclosed and their use in a range of applications such as for the treatment of cancer and infectious
diseases. Immunogenic structures based on nanoparticles or antibodies with carbohydrate ligands,
and their use for therapeutic and prophylactic purposes, and for the isolation and detection of
antibodies directed against the carbohydrate structures.

7.4.3 Ownership

Owned solely by Midatech.

7.4.4 Inventors

Gottfried Himmler; G. C. Mudde; Ralf Kircheis; Thomas William Rademacher; Soledad Penades Ullate;
Manuel Martin Lomas; Jose Luis de Paz Carrera; Rafael Ojeda Martinez de Castilla; and Africa Garcia
Barrientes.

7.4.5 Dates

Priority dates: 01.10.2004 and 21.06.2005
International filing date: 30.09.2005
Basic expiry date: 30.09.2025*

*Ignoring patent term adjustments or extensions, if any.

7.4.6 Exemplary claim

Claim 1 of granted Japanese patent No. 5117191 (English translation):

1. A nanoparticle which comprises a core including metal and/or semiconductor atoms, wherein
the core is covalently linked to a plurality of ligands, wherein said plurality of ligands comprises:

(i) at least a first ligand comprising a carbohydrate antigen, and

(ii) at least a second ligand comprising an adjuvant peptide which activates T-helper cells,
and

(iii) at least a third ligand comprising a carbohydrate moiety selected from the group
consisting of: glucose, mannose, fucose and N-acetylglucosamine.

7.4.7 Patent family summary table

Country App. No. Patent No. Status

1. United States 60/615182 N/A Expired

2. United States 60/692232 N/A Expired

3. International PCT/GB2005/003791 N/A Expired

4. Australia 2005291058 2005291058 Granted: 12.01.2012

5. Canada 2582668 2582668 Granted: 01.10.2013

6. China 200580041147.4 N/A Abandoned

7. Europe 05788525.3 N/A Pending

8. India 1457/KOLNP/2007 N/A Abandoned

9. Japan 2007-534089 5117191 Granted: 26.10.2012

10. United States 11/576415 N/A Pending

7.4.8 Prosecution

Family 4 patents have been granted in Australia, Canada and Japan. Applications are pending in
Europe and the United States.

In the United States, Midatech has filed an appeal against a rejection, dated 5 September 2013, of
the pending claims.

In Europe, an examination report issued 12 November 2014, which acknowledges novelty for all
claims. Inventive step is acknowledged for a particular nanoparticle construct, but it is alleged that
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the present claims extend beyond the inventive subject-matter. A response strategy will be considered
with the Company in due course.

7.5 Family 5 – Nanoparticles Comprising Antibacterial Ligands

7.5.1 Summary of invention and commercial context

Family 5 patents are directed to nanoparticles having a metal core surrounded by ligands that include
carbohydrate ligands (e.g. glucose) and antibiotic-containing ligands (e.g. amoxycillin), and to their
use in therapeutic methods such as treatment of bacterial infection.

7.5.2 PCT Abstract

Materials and methods are disclosed for producing nanoparticles linked to antibacterial ligands,
including antibiotics and/or molecules which bind to bacterial markers, and for the use of the
nanoparticles for the treatment of conditions treatable by the antibiotic ligands.

7.5.3 Ownership

Owned solely by Midatech.

7.5.4 Inventors

Thomas William Rademacher; Godfrey Bradman; Soledad Penades Ullate; and Rafael Ojeda Martinez
de Castilla.

7.5.5 Dates

Priority date: 04.08.2005
International filing date: 04.08.2006
Basic expiry date: 04.08.2026*

*Ignoring patent term adjustments or extensions, if any.

7.5.6 Exemplary claim

Pending claim 63 of US application No. 11/997816:

63. A nanoparticle which comprises a core including metal atoms, said core being covalently linked
to a plurality of ligands which comprise at least:

(a) a first species of ligand comprising an antibiotic linked to said core via a first linker group;
and

(b) a second species of ligand comprising a carbohydrate linked to said core via a second
linker group,

wherein (a) and (b) are different, and wherein said first linker group is selected from the group
consisting of:

HOOC-(CH2)10-SH; and
HOOC-(CH2-O-CH2)7-(CH2)10-SH.
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7.5.7 Patent family summary table

Country App. No. Patent No. Status

1. GB 0516070.0 N/A Abandoned

2. United States 60/705175 N/A Expired

3. International PCT/GB2006/002923 N/A Expired

4. United States 11/997816 N/A Pending

5. Canada 2617869 N/A Pending

6. Europe 06765226.3 N/A Pending

7.5.8 Prosecution

No family 5 patent applications have yet proceeded to grant. Responses to examination reports have
been filed 24.03.2014, 03.07.2014 and 01.10.2014 in Europe, Canada and the United States,
respectively. In the United States, a limitation to the linker employed to attach the antibiotic to the
nanoparticle core was introduced into the main claims. In Europe and Canada, the ligand linkers are
not so limited.

7.6 Family 6 – Nanoparticles for Providing Immune Responses Against Infectious Agents

7.6.1 Summary of invention and commercial context

Family 6 patents are directed to nanoparticles having a metal or semiconductor core surrounded by
a number of different species of ligands: a carbohydrate that stimulates an innate immune response,
a T-helper cell peptide; a danger signal (e.g. a TOLL 4 receptor agonist), a ligand capable of producing
a specific response to a target infectious agent (e.g. an antigenic peptide), and further carbohydrate
ligands that shield the nanoparticles from recognition by the immune systems (e.g. glucose ligands).
Also claimed are uses in therapeutic and prophylactic treatment of an infectious agent (e.g. a virus,
bacteria, parasite, fungus or viroid).

A particular application described in the family 6 patents is use of the nanoparticles as vaccines
against avian influenza (H5N1).

7.6.2 PCT Abstract

Nanoparticles for providing immune responses for the treatment or prophylaxis of infection by
infectious agents such as viruses, parasites, bacteria, prions and fungi are described which comprises
a core including metal and/or semiconductor atoms, wherein the core is covalently linked to a plurality
of ligands, the ligands including a carbohydrate residue capable of stimulating an innate immune
response, a T cell helper peptide and a danger signal. This platform may then be adapted by including
one or more further ligands capable of producing a specific response to a target infectious agent.

7.6.3 Ownership

Owned solely by Midatech.
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7.6.4 Inventors

Thomas William Rademacher; and Philip Williams.

7.6.5 Dates

Priority date: 13.04.2006
International filing date: 13.04.2007
Basic expiry date: 13.04.2027*

*Ignoring patent term adjustments or extensions, if any.

7.6.6 Exemplary claim

Claim 1 of granted European patent No. 2029120:

1. A nanoparticle which comprises a core including metal and/or semiconductor atoms, wherein
the core is covalently linked to a plurality of ligands, wherein the ligands include:

(a) a first ligand comprising a carbohydrate residue capable of stimulating an innate immune
response;

(b) a second ligand comprising a T cell helper peptide;

(c) a third ligand comprising a danger signal; and

(d) one or more ligands capable of producing a specific response to a target infectious
agent;

wherein the nanoparticle further comprises a corona of ligands comprising carbohydrate
groups which shield the nanoparticles from recognition by the immune system, so that the
immune response produced by the nanoparticle in vivo is specific to the target infectious agent.

7.6.7 Patent family summary table

Country App. No. Patent No. Status

1. United States 60/791746 N/A Expired

2. International PCT/GB2007/001377 N/A Expired

3. United States 12/296973 8425915 Granted: 23.04.2013

4. Europe 07732419.2 2029120 Granted: 27.07.2011
Validated in: AT, CH, CZ, DE, DK, ES,
FR, GB, HU, IE, IT, NL, SE.

5. Australia 2007242572 2007242572 Granted: 08.03.2012

6. Canada 2652759 2652759 Granted: 08.07.2014

7. United States 13/867238 8895023 Allowed; expected grant date:
25.11.2014
Divisional of 3.

7.6.8 Prosecution

Examination of all family 6 cases has now concluded. Patents have been granted in the United States,
Europe, Australia and Canada. A divisional patent application has been allowed in the United States
and the necessary fee for grant has been paid. The issue notification indicates that the patent will
issue 25 November 2014.

7.7 Family 7 – Quantum Dots and Their Uses

7.7.1 Summary of invention and commercial context

Family 7 is a single US patent directed to quantum dots (i.e. semiconductor core such as cadmium
sulphide or zinc sulphide, not gold nanoparticles). The quantum dot core is surrounded by tiopronin
ligands that are in turn coupled to a targeting group such as a TAT peptide that targets the quantum
dot to a particular location (e.g. the cell nucleus).

A particular application of these quantum dots is in the labelling of a cellular site, such as an alternative
to nuclear staining.
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7.7.2 Abstract

Quantum dots having ligands that comprise tiopronin capping groups are disclosed, along with a
method for their preparation. The biocompatibility of these quantum dots is also demonstrated. The
functionalisation of the quantum dots of the present invention with targeting groups is also described
using the example of a translocation peptide that allows the quantum dots to penetrate into the
nucleus of cells.

7.7.3 Ownership

In-licensed from the University of Glasgow. For a summary of IP contracts deemed by the Company
to be material and their effects, please refer to Section 17 of Part VII of the Admission Document
(Material Contracts).

The change of ownership from inventors to the University is currently in the process of being recorded
at the USPTO.

7.7.4 Inventors

Jesus Martinez de la Fuente; Catherine Cecilia Berry; Mathis Riehle; Leroy Cronin; and Adam
Sebastian Genevieve Curtis.

7.7.5 Dates

Priority date: 24.04.2006
International filing date: 24.04.2006
Basic expiry date: 24.04.2026*

*Ignoring patent term adjustments or extensions, if any.

7.7.6 Exemplary claim

Claim 1 of granted US patent No. 7498177:

1. A quantum dot comprising a semiconductor core to which a plurality of ligands are covalently
linked, wherein the ligands comprise a tiopronin capping group linked to a targeting group,
said targeting group directing the quantum dot to a target selected from the group consisting
of tissue type, a cell type and a cellular organelle, wherein the targeting group is selected from
the group consisting of a translocation signal peptide, a mitochondrial targeting sequence, a
nuclear localisation signal, a perioxisomal targeting signal and a transport protein.

7.7.7 Patent family summary table

Country App. No. Patent No. Status

1. United States 11/409645 7498177 Granted: 03.03.2009

7.7.8 Prosecution

There is no ongoing prosecution of family 7. The single application in this family proceeded to grant
in March 2009.
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7.9 Family 9 – Magnetic Nanoparticles of Noble Metals

7.9.1 Summary of invention and commercial context

Family 9 patents are directed to magnetic nanoparticles that display ferromagnetic behaviour.
Structurally, the nanoparticles small (< 5 nm) and have a metal core (gold, platinum, palladium or
silver) surrounded by a “crust” of metal/sulphur bonds. The nanoparticles may have ligands of aliphatic
chains linked to biomolecules, such as proteins.

Particular applications contemplated include both medical (e.g. in magnetic resonance imaging,
hyperthermia treatment) and non-medical (e.g. in magnetic recording or magnetic printing).

7.9.2 EP Abstract

The invention relates to nanoparticles of noble metals, having a controlled microstructure which leads
to the appearance of ferromagnetic behaviour in said nanoparticles, thereby enabling the use of very
small magnets (< 5 nm) in a range in which standard ferromagnetic metals behave as
superparamagnetic entitles (disappearance of hysteresis cycle). The inventive nanoparticles can be
used, for example, to reduce the dimensions in magnetic recordings, as well as in biomedicine as
tools for biomolecule recognition, nuclear magnetic resonance imaging, drug-release control or
hypothermia treatments.

7.9.3 Ownership

In-licensed from the CSIC and Universidad Complutense de Madrid. For a summary of IP contracts
deemed by the Company to be material and their effects, please refer to Section 17 of Part VII of the
Admission Document (Material Contracts).

The licensors entitlement cannot be confirmed.

7.9.4 Inventors

FERNANDEZ CAMACHO, M, Asuncion; LITRAN RAMOS, Rocio; ROJAS RUIZ, Teresa, Cristina;
SANCHEZ LOPEZ, Juan Carlos; HERNANDO GRANDE, Antonio; CRESPO DEL ARCO, Patricia;
SAMPEDRO ROZAS, Blanca.

7.9.5 Dates

Priority date: 25.03.2004
International filing date: 23.03.2005
Basic expiry date: 23.03.2025*

*Ignoring patent term adjustments or extensions, if any.

7.9.6 Exemplary claim

Claim 1 of granted European patent No. 1746610:

1. A magnetic nanoparticle of a noble metal selected from Au, Pd, Pt and Ag, the nanoparticle
having a size of less than 5 nm, comprising:

(a) a core formed from said noble metal; and
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(b) an anisotropic crust formed from compounds containing at least one melta-sulphur
covalent bond,

characterised in that the nanoparticle displays ferromagnetic behaviour.

7.9.7 Patent family summary table

Country App. No. Patent No. Status

1. Europe 05735150.4 1746610 Granted: 19.12.2012
Validated in: CH, DE, ES, FR, GB.

2. Canada 2560892 2560892 Granted: 16.10.2012

3. Australia 2005226898 2005226898 Granted: 23.09.2010

4. Japan 2007-504428 5478015 Granted: 21.02.2014

5. United States 11/525119 7960025 Granted: 14.06.2011

6. Spain P200400735 2242528 Granted: 01.12.2006
Present renewal status unknown – not
handled by Mewburn Ellis LLP

7. International PCT/ES2005/070035 N/A Expired

7.9.8 Prosecution

Mewburn Ellis LLP was not involved in the filing original Spanish priority application or the international
(PCT) application. Mewburn Ellis LLP was appointed as representatives for the European application
effective 15 September 2008 and became involved in coordinating prosecution of other family
members around that time.

There is no ongoing prosecution of the family 9 cases of which we are aware. Patents have been
granted in Europe, Canada, Australia, Japan and the United States. Enquiries have not been made
into the present status of the granted Spanish priority application (P200400735) because protection
is provided by the European patent which has been duly validate in Spain (EP1746610).

7.10 Family 10 – Hyperthermia Devices Using Nanoparticles And Nanoparticles For Use In

Hyperthermia

7.10.1 Summary of invention and commercial context

Family 10 patents are directed to a device capable of imparting energy to nanoparticles using radio-
frequency electromagnetic fields to heat the nanoparticles. The device incorporates a network
analyzer, which allows impedances, coefficients of reflection and transmission and insertion losses
to be determined.

One application of the device is in a therapeutic method in conjunction with gold nanoparticles,
whereby the nanoparticles are introduced to a location, such as a tumour site, of a patient and the
device used to heat the nanoparticles at that location to kill the cells of the tumour.
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7.10.2 PCT Abstract

A hyperthermia device comprising a generator of radio-frequency electromagnetic fields, an amplifier
of this signal, a transmitter of the electromagnetic field generated, and a direct temperature
measurement system is disclosed for use with one or more nanoparticles capable of dissipating the
energy of the applied electromagnetic field in the form of heat and it being possible to directly control
the temperature of said nanoparticles.

7.10.3 Ownership

In-licensed from CSIC. For a summary of IP contracts deemed by the Company to be material and
their effects, please refer to Section 17 of Part VII of the Admission Document (Material Contracts).

7.10.4 Inventors

MUNOZ MARQUEZ, Miguel, Angel; GUERRERO GARCIA, Estefania; and FERNANDEZ CAMACHO,
Maria, Asuncion.

7.10.5 Dates

Priority date: 26.07.2007
International filing date: 25.07.2008
Basic expiry date: 25.07.2028*

*Ignoring patent term adjustments or extensions, if any.

7.10.6 Exemplary claim

Claim 1 of granted European patent No. 2192953:

1. A hyperthermia device for heating one or more nanoparticles, which comprises the following
elements:

(a) a generator (1) of a radio-frequency electromagnetic field;

(b) an amplifier (2) of a radio-frequency electromagnetic field;

(c) a transmitter (3) of a radio-frequency electromagnetic field; and

(d) a direct temperature measurement system (4),

wherein the generator (1) of the radio-frequency electromagnetic field is a network analyzer
device which, in addition to generating the signal, allows impedances, coefficients of reflection
and transmission and insertion losses to be determined.

7.10.7 Patent family summary table

Country App. No. Patent No. Status

1. WO PCT/IB2008/002780 Expired

2. Europe 08807232.7 2192953 Granted: 19.09.2012
Validated in: AT; CH; DE; ES; FR; GB;
IE; IT; SE.

3. United States 12/670493 8463397 Granted: 11.06.2013

4. Australia 2008278713 2008278713 Granted: 26.09.2013

5. Canada 2694512 2694512 Granted: 16.09.2014

6. Japan 2010-517510 5465174 Granted: 31.01.2014

7. Spain P200702084 2320837 Granted
Present renewal status unknown – not
handled by Mewburn Ellis LLP

7.10.8 Prosecution

Mewburn Ellis LLP was not involved in the filing original Spanish priority application. Mewburn Ellis
LLP was appointed as representatives for the filing of the international (PCT) application, which took
place 25 July 2008.
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There is no ongoing prosecution of the family 10 cases of which we are aware. Patents have been
granted in Europe, Australia, Canada, Japan and the United States.

Enquiries have not been made into the present status of the granted Spanish priority application
(P200702084) because protection is provided by the European patent which has been duly validate
in Spain (EP2192953).

7.11 Family 11 – Nanoparticle Film Delivery Systems

7.11.1 Summary of invention and commercial context

Family 11 patent applications are directed to a film product that contains nanoparticles with a metal
core surrounded by a corona of ligands to which peptide is bound. In particular, the film may contain
α galactose/PEGamine-gold nanoparticles with insulin bound.

Methods of producing the film and specific therapeutic uses, such as for the treatment or
management of diabetes, are also claimed.

Family 11 patent applications are a key part of Midatech’s patent position in endocrinology. The
products GNP-insulin, GNP-GLP-1 and GNP-combo(insulin + GLP-1), when formulated into
polymeric film strips, would be protected by family 11 patent rights potentially until 2031, provided
that the applications can be successfully prosecuted to grant.

7.11.2 PCT Abstract

A therapeutic or bioeffecting film delivery system which includes nanoparticles having actives bound
to or associated with the nanoparticles and which when administered allow the active to perform a
therapeutic or bioeffecting function.

7.11.3 Ownership

Co-owned by MonoSol Rx, LLC (Monosol) and Midatech.

The Australian application was filed in the name of the inventors. The assignments to the co-owners
Monosol and Midatech, have been filed at the Australian IPO. The assignments have now been
recorded and the application will proceed in the joint names of Monosol and Midatech.

The Indian application was filed in the name of Midatech alone. Voluntary amendment to add Monosol
as co-applicant for the Indian application has been filed at the Indian Patent Office.

We understand that there are various collaboration and licence agreements, and a joint venture,
between Midatech and Monosol. For a summary of IP contracts deemed by the Company to be
material and their effects, please refer to Section 17 of Part VII of the Admission Document (Material
Contracts).

A security interest has been recorded at the USPTO in respect of Monosol’s share of the application.

7.11.4 Inventors

SCHOBEL, Alexander M.; MYERS, Garry; KENDALL, Keith; RADEMACHER, Thomas; MOUS, Jan;
BARRY, Justin N W; WILLIAMS, Phillip; and BARRIENTOS, Africa, Garcia.

7.11.5 Dates

Priority date: 10.06.2010
International filing date: 10.06.2011
Basic expiry date: 10.06.2031*

*Ignoring patent term adjustments or extensions, if any.

7.11.6 Exemplary claim

Claim 1 of pending European application No. 11726032.3:

1. A therapeutic or bioaffecting film delivery system comprising:

(a) one or more film matrices comprising at least one polymer;
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(b) a plurality of nanoparticles incorporated in at least one of said film matrices, said
nanoparticles comprising:

(i) a core comprising a metal;

(ii) a corona comprising a plurality of ligands covalently linked to the core, wherein
at least one of said ligands comprises a carbohydrate moiety; and

(iii) at least one peptide bound to the corona.

7.11.7 Patent family summary table

Country App. No. Status

1. United States 61/353366 Expired

2. WO PCT/US2011/039979 Expired

3. United States 13/157836 Pending

4. Europe 11726032.3 Pending

5. Canada 2807271 Pending

6. Japan 2013-514387 Pending

7. Australia 2011265294 Pending

8. China 201180035110.6 Pending

9. India 83/KOLNP/2013 Pending

7.11.8 Prosecution

Family 11 patent applications are pending in the United States, Europe, Canada, Japan, Australia,
China and India.

A written opinion on the international (PCT) application was drawn up by the EPO. Novelty, but not
inventive step, was acknowledged for all claims. As required under EPO procedure, a response to
the written opinion has been filed prior to the start of substantive examination. With this response the
number of claims was reduced, but the scope of the claims was left unchanged. Arguments in favour
of, in particular, inventive step were placed on file.

Substantive examination has commenced in China and the United States. In both countries the claims
have been amended, inter alia, to require that the nanoparticle have at least two different types of
ligand: a carbohydrate ligand and a non-carbohydrate ligand. The α galactose/PEGamine-gold
nanoparticles with insulin bound developed by Midatech have a mixed corona of both a carbohydrate
and non-carbohydrate ligands.

A further office action on the US case issued 14 October 2014 alleging obviousness of all pending
claims. A response was filed 24 November 2014 following an interview with the US examiner. The
claims were amended to require that the peptide be non-convalently linked to the nanoparticle corona,
which the US examiner has indicated would overcome the obviousness rejection.

7.12 Family 12 – Peptide-Carrying Nanoparticles

7.12.1 Summary of invention and commercial context

Family 12 patent applications are directed to nanoparticles that have a metal core surrounded by a
corona of ligands, which include at least one carbohydrate, and a peptide non-covalently bound to
the core. Specific peptides mentioned in the claims include, among others, insulin, GLP-1 and a
combination of both insulin and GLP-1.

Also claimed are certain preferred nanoparticle structures independent of the requirement for bound
peptide, e.g. a nanoparticle with a corona of α-galactose and PEGamine ligands. Furthermore,
methods of producing the nanoparticles and uses of the nanoparticles in therapeutic methods, such
as in the treatment of diabetes, are claimed.

Family 12 patent applications are a key part of Midatech’s patent position in endocrinology. The
products GNP-insulin, GNP-GLP-1 and GNP-combo(insulin + GLP-1) are protected by family 12
patent rights potentially until 2031. The US patent in family 12 has already been granted with broad
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claims that leave considerable flexibility in terms of GNP corona (“at least one carbohydrate”) and the
peptide delivered via the GNP is not particularly limited.

7.12.2 PCT Abstract

Nanoparticles having a core and a corona of ligands covalently linked to the core, wherein peptides
are bound to or associated with the nanoparticles.

7.12.3 Ownership

Owned solely by Midatech.

7.12.4 Inventors

RADEMACHER, Thomas; WILLIAMS, Phillip; BARRIENTOS, Africa Garcia; BACHMANN, Christof;
DOMINGUEZ, Esther de Torres; and MENOYA, Javier del Campo.

7.12.5 Dates

Priority date: 10.06.2010
International filing date: 10.06.2011
Basic expiry date: 10.06.2031*

*Ignoring patent term adjustments or extensions, if any.

7.12.6 Exemplary claim

Claim 1 of granted US Patent No. 8568781:

1. A nanoparticle comprising:

(i) a core comprising a metal;

(ii) a corona comprising a plurality of ligands covalently linked to the core, wherein at least
one of said ligands comprises a carbohydrate moiety; and

(iii) at least one peptide or polypeptide non-covalently bound to the corona.

7.12.7 Patent family summary table

Country App. No. Patent No. Status

1. United States 61/353,380 N/A Expired

1. International PCT/GB2011/000882 N/A Expired

2. United States 13/157783 8568781 Granted: 29.10.2013

3. Europe 11728365.5 N/A Pending

4. Canada 2802031 N/A Pending; allowed 22.10.2014

5. Japan 2013-513749 N/A Pending

6. Australia 2011263546 N/A Pending

7. China 201180035108.9 N/A Pending

8. India 82/KOLNP/2013 N/A Pending

9. Hong Kong 13111023.3 N/A Pending

10. Japan 2014-187422 N/A Pending
Divisional of 5.

7.12.8 Prosecution

A family 12 patent has been granted in the United States. Family 12 patent applications are pending
in Europe, Canada, Japan (parent and divisional applications), Australia, China, India and Hong Kong.

A written opinion on the international (PCT) application was drawn up by the EPO. Novelty, but not
inventive step, was acknowledged for some but not all claims. As required under EPO procedure, a
response to the written opinion has been filed prior to the start of substantive examination. With this
response the number of claims was reduced, and an amendment was made to claim 1 to require that
the at least one peptide be non-covalently bound to the corona. This requirement is also found in the
granted US claim 1. Corresponding amendments have been made in Japan, China and Canada.
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In Canada and Japan acceleration of prosecution has been requested based on the granted US
patent making use of the so-called patent prosecution highway (PPH). The PPH system is, in broad
terms, a mechanism for speeding up prosecution in certain jurisdictions following favourable
examination in one or more recognised “base” jurisdictions. The PPH system does not relax the
standard of examination; it permits earlier consideration.

An examination report recently (7 November 2014) issued in Australia, largely repeating the objections
raised in the international phase by the EPO. We expect that amendments will be filed that correspond
to those that led to grant of the US patent in this family, with the aim of securing equivalent claim
scope in Australia. The Canadian application was allowed 22 October 2014.

7.13A Family 13A – Nanoparticle-Peptide Compositions

7.13A.1 Summary of invention and commercial context

Family 13A patent applications are directed to nanoparticles that have a metal or semiconductor core
surrounded by a corona of ligands. At least one peptide, which may be an epitopic peptide, is linked
to the core via a linker as set out in the claims.

A particular application employs the nanoparticles in an anti-cancer vaccine in which the peptide
attached to the core is a tumour associated antigen (TAA).

7.13A.2 PCT Abstract

The present invention provides nanoparticles and compositions comprising such nanoparticles, as
well as methods for intracellular delivery of peptides, and methods of producing nanoparticles and
related products. The nanoparticles comprise a core comprising a metal and/or a semiconductor
atom; and a corona comprising a plurality of ligands covalently linked to the core, wherein at least a
first ligand of said plurality comprises a carbohydrate moiety that is covalently linked to the core via
a first linker, and wherein at least a second ligand of said plurality comprises a peptide of choice that
is covalently linked to the core via a second linker. The second linker comprises a peptide portion
and a non-peptide portion, wherein said peptide portion of said second linker comprises the sequence
X1X2Z1, wherein: X1 is an amino acid selected from A and G; X2 is an amino acid selected from A
and G; and Z1 is an amino acid selected from Y and F.

7.13A.3 Ownership

Owned solely by Midatech.

7.13A.4 Inventors

RADEMACHER, Thomas; and WILLIAMS, Phillip.

7.13A.5 Dates

Priority date: 07.09.2011
International filing date: 07.09.2012
Basic expiry date: 07.09.2032*

*Ignoring patent term adjustments or extensions, if any.

7.13A.6 Exemplary claim

Claim 1 of pending European application No. 12756725.3:

1. A nanoparticle comprising:

(i) a core comprising a metal and/or a semiconductor atom;

(ii) a corona comprising a plurality of ligands covalently linked to the core, wherein at least
a first ligand of said plurality comprises a carbohydrate moiety that is covalently linked
to the core via a first linker or comprises glutathione, and wherein at least a second
ligand of said plurality comprises a peptide of choice that is covalently linked to the core
via a second linker, said second linker comprising:
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a peptide portion and a non-peptide portion, wherein said peptide portion of said second linker
comprises the sequence X1X2Z1, wherein:

X1 is an amino acid selected from A and G;

X2 is an amino acid selected from A and G; and

Z1 is an amino acid selected from Y and F.

7.13A.7 Patent family summary table

Country App. No. Status

1. United States 61/531745 Expired

2. International PCT/EP2012/067561 Expired

3. Australia 2012306243 Pending

4. China 201280049979.0 Pending

5. Europe 12756725.3 Pending

6. India 433/MUMNP/2014 Pending

7. Japan 2014-529001 Pending

8. United States 14/343083 Pending

9. Eurasia 201490415 Pending

10. South Korea 10-2014-7009090 Pending

11. Mexico MX/A/2014/002418 Pending

12. Brazil BR1120140052425 Pending

7.13A.8 Prosecution

Family 13A is at a relatively early stage of prosecution. Substantive examination has not yet
commenced in most countries. However, some examination has taken place during the international
phase. The EPO drew up a written opinion during the international phase which acknowledged novelty
for all claims, but not inventive step. An optional demand for international examination was filed and
arguments in favour of inventive step placed on file. No amendments were made to the claims at this
time. The EPO subsequently issued an international preliminary examination report that acknowledges
novelty, inventive step and industrial applicability of all claims.

A positive international preliminary examination report, as here, is not binding on national patent
offices, but is often highly persuasive coming from the EPO.

7.13B Family 13B – Nanoparticle Tumour Vaccines

7.13B.1 Summary of invention and commercial context

Family 13B patent applications are directed to vaccines comprising nanoparticles with the same
structure as described above for family 13A. The tumour-associated antigen peptides may be any
one or more of a number of “epitopic” peptides developed by Immunotope, Inc.

The examples of the patent application include in vivo results with certain lung cancer-associated
peptides.

7.13B.2 PCT Abstract

The present invention provides a vaccine for the prophylactic or therapeutic treatment of a tumour in
a mammalian subject, as well as methods of using the vaccine, including in treatment of tumours
and in generating a CTL response. The vaccine comprises a plurality of nanoparticles and a
pharmaceutically acceptable carrier, salt or diluent. The nanoparticles comprise a core comprising a
metal and/or a semiconductor atom; and a corona comprising a plurality of ligands covalently linked
to the core, wherein at least a first ligand of said plurality comprises a carbohydrate moiety that is
covalently linked to the core via a first linker, and wherein at least a second ligand of said plurality
comprises an epitopic peptide that is covalently linked to the core via a second linker, said second
linker comprising a peptide portion and a non-peptide portion, wherein said peptide portion comprises
the sequence X1X2Z1, wherein: X1 is an amino acid selected from A and G; X2 is an amino acid
selected from A and G; and Z1 is an amino acid selected from Y and F, and wherein said epitopic
peptide forms at least a portion of or is derived from a Tumour-Associated Antigen (TAA).

84



7.13B.3 Ownership

Co-owned by Immunotope, Inc and Midatech.

We understand that there are various agreements between Midatech and Immuntope. For a summary
of IP contracts deemed by the Company to be material and their effects, please refer to Section 17
of Part VII of the Admission Document (Material Contracts).

7.13B.4 Inventors

RADEMACHER, Thomas; and PHILIP, Ramila.

7.13B.5 Dates

Priority date: 07.09.2011
International filing date: 07.09.2012
Basic expiry date: 07.09.2032*

*Ignoring patent term adjustments or extensions, if any.

7.13B.6 Exemplary claim

Claim 1 of pending European application No. 12768753.1:

1. A vaccine for the prophylactic or therapeutic treatment of a tumour in a mammalian subject,
said vaccine comprising a plurality of nanoparticles and a pharmaceutically acceptable carrier,
salt or diluent, at least one of said nanoparticles comprising:

(i) a core comprising a metal and/or a semiconductor atom;

(ii) a corona comprising a plurality of ligands covalently linked to the core, wherein at least
a first ligand of said plurality comprises a carbohydrate moiety that is covalently linked
to the core via a first linker or comprises glutathione, and wherein at least a second
ligand of said plurality comprises an epitopic peptide that is covalently linked to the core
via a second linker, said second linker comprising:

a peptide portion and a non-peptide portion, wherein said peptide portion comprises the
sequence X1X2Z1, wherein:

X1 is an amino acid selected from A and G;

X2 is an amino acid selected from A and G; and

Z1 is an amino acid selected from Y and F,

and wherein said epitopic peptide forms at least a portion of or is derived from a Tumour-
Associated Antigen (TAA).

7.13B.7 Patent family summary table

Country App. No. Status

1. United States 61/531730 Expired

2. International PCT/EP2012/067579 Expired

3. Australia 2012306258 Pending

4. Canada 2847907 Pending

5. China 201280052020.2 Pending

6. India 2581/DELNP/2014 Pending

7. Japan 2014-529006 Pending

8. United States of America 14/343435 Pending

9. European Patent 12768753.1 Pending

10. Brazil BR1120140053626 Pending

11. Mexico MX/A/2014/002764 Pending

12. Eurasian Patent 201490520 Pending

13. South Korea 10-2014-7009101 Pending
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7.13B.8 Prosecution

Family 13B is at a relatively early stage of prosecution. Substantive examination has not yet
commenced in most countries. However, the EPO drew up a written opinion during the international
phase which acknowledged novelty, inventive step and industrial applicability for all claims.

7.14 Family 14 – Combination Peptide-Nanoparticles And Delivery Systems Incorporating Same

7.14.1 Summary of invention and commercial context

Family 14 patents are directed to nanoparticles having a combination of two or more different peptides
bound to the corona of the nanoparticle. Film delivery systems incorporating the nanoparticles,
methods of producing them and uses in methods of treatment, e.g., of diabetes are also claimed. A
particular example is the insulin/GLP-1 gold nanoparticle with α-galactose and PEGamine ligands.

Like patent families 11 and 12, family 14 forms part of Midatech’s patent position for endocrinology.
In particular, family 14 is intended to protect combination peptide-GNP products such as GNP-
combo(insulin + GLP-1).

7.14.2 PCT Abstract

The present invention is directed at compositions and products, and methods of making and
administering such compositions and products, including for the treatment of mammals and
particularly humans. Nanoparticles having a core and a corona of ligands covalently linked to the
core, wherein differing species of peptides are bound to the nanoparticles and incorporated into
various dosage forms.

7.14.3 Ownership

Co-owned by Monosol and Midatech.

A security interest has been recorded at the USPTO in respect of Monosol’s share of the application.

We understand that there are various collaboration and licence agreements, and a joint venture,
between Midatech and Monosol For a summary of IP contracts deemed by the Company to be
material and their effects, please refer to Section 17 of Part VII of the Admission Document (Material
Contracts).

7.14.4 Inventors

WILLIAMS, Phillip; RADEMACHER, Thomas; SCHOBEL, Alexander Mark; and DADEY, Eric.

7.14.5 Dates

Priority dates: 10.06.2011 and 14.12.2011
International filing date: 08.06.2012
Basic expiry date: 08.06.2032*

*Ignoring patent term adjustments or extensions, if any.

7.14.6 Exemplary claim

Claim 1 of granted US patent No. 8790704:

1. A therapeutic or bioaffecting film delivery system comprising:

(a) one or more film matrices comprising at least one polymer;

(b) a plurality of nanoparticles incorporated in at least one of said film matrices, said
nanoparticles comprising:

(i) a core comprising a metal and/or a semiconductor;

(ii) a corona comprising a plurality of ligands covalently linked to the core, wherein
at least one of said ligands comprises a carbohydrate moiety; and

(iii) at least a first peptide and a second peptide bound to the corona.
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7.14.7 Patent family summary table

Country App. No. Patent No. Status

1. United States 61/570598 N/A Expired

2. International PCT/US2012/041569 N/A Expired

3. United States 13/492040 8790704 Granted: 29.07.2014

4. United States 14/048286 N/A Pending
Divisional of 3.

5. Australia 2012267605 N/A Pending

6. Canada 2838762 N/A Pending

7. Europe 12796229.8 N/A Pending

8. Japan 2014-514884 N/A Pending

9. China 201280036039.8 N/A Pending

10. India 2305/MUMNP/2013 N/A Pending

7.14.8 Prosecution

A family 14 patent has been granted in the United States. Applications are pending In the United
States (a divisional of the now granted parent), Australia, Canada, Europe, Japan, China and India.
Substantive examination is awaited.

The written opinion drawn up by the US PTO in the international phase acknowledged novelty, but
not inventive step, for the majority of the claims.

7.15 Family 15 – Permeation Enhanced Active-Carrying Nanoparticles

7.15.1 Summary of invention and commercial context

Family 15 patent applications are directed to peptide (e.g. insulin or GLP-1) or other bioactive agent-
carrying nanoparticles that additionally comprise a permeation enhancer which is alkyl-D-maltoside
and/or lysalbinic acid. Particular applications are in improved delivery of active agents, e.g.,
transbuccal, transdermal or across a mucosal membrane.

Family 15 serves as a follow-on to core endocrinology-related patent families and is intended to
protect a GNP-peptide product, such as GNP-insulin, when formulated with a particular permeation
enhancer (alkyl maltoside or lysalbinic acid). Mewburn Ellis is not aware of any specific plans to
incorporate such a permeation enhancer into any of the endocrinology-related GNP products at this
stage.

7.15.2 PCT Abstract

Nanoparticles having a core and a corona of ligands covalently linked to the core, wherein an active
agent and a permeation enhancer are bound to or associated with the nanoparticles.

7.15.3 Ownership

Owned solely by Midatech.

7.15.4 Inventors

WILLIAMS, Phillip; and RADEMACHER, Thomas.

7.15.5 Dates

Priority dates: 05.02.2013
International filing date: 04.02.2014
Basic expiry date: 04.02.2034*

*Ignoring patent term adjustments or extensions, if any.

87



7.15.6 Exemplary claim

Claim 1 of international application No. PCT/GB2014/050301:

1. A nanoparticle comprising:

(i) a core comprising a metal and/or a semiconductor;

(ii) a corona comprising a plurality of ligands covalently linked to the core, wherein at least
one of said ligands comprises a carbohydrate moiety;

(iii) at least one peptide or other bioactive agent covalently or non-covalently bound to the
corona; and

(iv) a permeation enhancer selected from: alkyl-D-maltoside and lysalbinic acid.

7.15.7 Patent family summary table

Country App. No. Status

1. GB 1301991.4 Abandoned

2. International PCT/GB2014/050301 Pending
National phase: 05.08.2015

3. United States 14/172165 Pending

7.15.8 Prosecution

Substantive examination of family 15 patent applications has not yet commenced in any jurisdictions.
However, a written opinion was drawn up by the EPO during the international phase. Novelty, inventive
step and industrial applicability were acknowledged for all claims.

7.16 Family 16 – Nanoparticle Delivery Compositions

7.16.1 Summary of invention and commercial context

Family 16 patent applications are directed to medical uses of nanoparticles for delivering bioactive
agents across the blood brain barrier to the central nervous system.

Family 16 is intended to provide additional protection for GNP-based delivery of drugs to the central
nervous system and therefore forms of part Midatech’s patent position in the field of neuroscience.

7.16.2 PCT Abstract

Nanoparticle delivery systems for use in targeting biologically active agents to the central nervous
system comprise a composition comprising (a) a nanoparticle comprising: (i) a core comprising a
metal and/or a semiconductor; and (ii) a corona comprising a plurality of ligands covalently linked to
the core, wherein said ligands comprise a carbohydrate, insulin and/or a glutathione; and (b) the at
least one agent to be delivered to the CNS. Methods of treatment and diagnosing CNS disorders
utilising the nanoparticle delivery systems and related screening methods are also disclosed.

7.16.3 Ownership

Owned solely by Midatech.

We understand that there is a Research Collaboration Agreement in respect of this family between
Midatech and the Open University and that the University has assigned its rights to the Midatech
under that Agreement. For a summary of IP contracts deemed by the Company to be material and
their effects, please refer to Section 17 of Part VII of the Admission Document (Material Contracts).

7.16.4 Inventors

MALE, David K.; and RADEMACHER, Thomas.

7.16.5 Dates

Priority dates: 12.02.2013
International filing date: 07.02.2014
Basic expiry date: 07.02.2034*

*Ignoring patent term adjustments or extensions, if any.
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7.16.6 Exemplary claim

Claim 1 of international application No. PCT/GB2014/050372:

1. A nanoparticle composition for use in a method of delivering at least one agent to the central
nervous system (CNS) of a mammalian subject, said composition comprising:

(a) a nanoparticle comprising:

(i) a core comprising a metal and/or a semiconductor;

(ii) a corona comprising a plurality of ligands covalently linked to the core, wherein
said ligands comprise a carbohydrate, insulin and/or a glutathione; and

(b) the at least one agent to be delivered to the CNS.

7.16.7 Patent family summary table

Country App. No. Status

1. GB 1302427.8 Abandoned

2. International PCT/GB2014/050372 Pending
National phase: 12.08.2015

3. United States 14/175422 Pending

7.16.8 Prosecution

Substantive examination of family 16 patent applications has not yet commenced in any jurisdictions.
However, a written opinion was drawn up by the EPO during the international phase. The written
opinion alleged that all claims lack novelty or, if novel, lack inventive step.

7.17 Family 17 – Nanoparticle Peptide Compositions

7.17.1 Summary of invention and commercial context

Family 17 patent applications are directed to amylin-carrying nanoparticles and their medical use,
e.g., in the treatment of diabetes. Family 17 forms part of Midatech’s patent position in the field of
endocrinology.

7.17.2 PCT Abstract

The present invention relates to amylin peptide-carrying nanoparticles, particularly for use in medicine,
and includes methods for treatment of disorders, e.g., of blood glucose regulation. Nanoparticle
composition comprise a nanoparticle comprising a core comprising a metal and/or a semiconductor;
and a corona comprising a plurality of ligands covalently linked to the core, wherein said ligands
comprise glutathione; and at least one amylin peptide that is non-covalently bound to the corona.

7.17.3 Ownership

Owned solely by Midatech.

7.17.4 Inventors

RADEMACHER, Thomas; and WILLIAMS, Phillip.

7.17.5 Dates

Priority dates: 04.03.2013
International filing date: 06.02.2014
Basic expiry date: 06.02.2034*

*Ignoring patent term adjustments or extensions, if any.

7.17.6 Exemplary claim

Claim 1 of international application No. PCT/GB2014/050344:

1. A nanoparticle composition comprising:

(a) a nanoparticle comprising:

(i) a core comprising a metal and/or a semiconductor;
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(ii) a corona comprising a plurality of ligands covalently linked to the core, wherein
said ligands comprise glutathione; and

(b) at least one amylin peptide that is non-covalently bound to the corona.

7.17.7 Patent family summary table

Country App. No. Status

1. GB 1303787.4 Abandoned

2. International PCT/GB2014/050344 Pending
National phase: 04.09.2015

3. United States 14/174251 Pending

7.17.8 Prosecution

Family 17 is at a relatively early stage of prosecution. The EPO has drawn up a written opinion during
the international phase. The opinion acknowledges novelty, but not inventive step, for all claims. In
the United States substantive examination is underway. Response to a non-final office action is due
02.01.2015. Claims are rejected on the basis of alleged lack of written description, indefiniteness and
obviousness. It is understood that Midatech intends to file a full response.

7.18 Family 18 – Nanoparticle Peptide Compositions

7.18.1 Summary of invention and commercial context

Family 18 patent applications are directed to teriparatide-carrying nanoparticles and their medical
use, e.g., in the treatment of osteoporosis.

7.18.2 PCT Abstract

The present invention relates to teriparatide peptide-carrying nanoparticles, particularly for use in
medicine, and includes methods for treatment of disorders, e.g., of bone density. Nanoparticle
composition comprise a nanoparticle comprising a core comprising a metal and/or a semiconductor;
and a corona comprising a plurality of ligands covalently linked to the core, wherein said plurality of
ligands comprise at least one glutathione; and at least one teriparatide peptide that is non-covalently
bound to the corona.

7.18.3 Ownership

Owned solely by Midatech.

7.18.4 Inventors

RADEMACHER, Thomas; and WILLIAMS, Phillip.

7.18.5 Dates

Priority dates: 04.03.2013
International filing date: 06.02.2014
Basic expiry date: 06.02.2034*

*Ignoring patent term adjustments or extensions, if any.

7.18.6 Exemplary claim

Claim 1 of international application No. PCT/GB2014/050346:

1. A nanoparticle composition comprising:

(a) a nanoparticle comprising:

(i) a core comprising a metal and/or a semiconductor;

(ii) a corona comprising a plurality of ligands covalently linked to the core, wherein
said plurality of ligands comprise at least one glutathione; and

(b) at least one teriparatide peptide that is non-covalently bound to the corona.
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7.18.7 Patent family summary table

Country App. No. Status

1. GB 1303771.8 Abandoned

2. International PCT/GB2014/050346 Pending
National phase: 04.09.2015

3. United States 14/174221 Pending

7.18.8 Prosecution

Family 18 is at a relatively early stage of prosecution. The EPO has drawn up a written opinion during
the international phase. The opinion acknowledges novelty, but not inventive step, for all claims. In
the United States substantive examination is underway. Response to an office action (restriction
requirement) is due 24.11.2014. This is a standard aspect of US prosecution in which the applicant
is restricted to one particular aspect of the invention. Non-elected subject matter can be pursued by
way of a divisional application. It is understood that Midatech intends to file a response to the
restriction requirement.

7.19 Family 19 – Nanoparticle-Insulin And Insulin Analogue Compositions

7.19.1 Summary of invention and commercial context

Family 19 is an unpublished GB patent application that is, in broad terms, directed to insulin-carrying
nanoparticles and their medical use in conjunction with insulin analogues, e.g., in the treatment or
management of diabetes. Family 19 is another that relates to Midatech’s endocrinology patent
position.

7.19.2 Ownership

Presumption that the family 19 application will be owned by Midatech. Entitlement not established
because inventors not yet determined.

7.19.3 Inventors

To be determined.

7.19.4 Dates

Priority date: 31.01.2014
12-month priority deadline: 31.01.2015

7.19.5 Patent family summary table

Country App. No. Status

1. GB 1401706.5 Pending (priority only)

7.19.6 Prosecution

Family 19 is a relatively recent filing. No request for search was made. No decision has yet been taken
on whether or not to continue, e.g., with an international (PCT) application, for which the deadline is
31.01.2015.

7.20 Family 20 – Nanoparticle Glucagon Compositions

7.20.1 Summary of invention and commercial context

Family 20 is an unpublished GB patent application that is, in broad terms, directed to glucagon-
carrying nanoparticles and their medical use, e.g., in the treatment of hypoglycaemia. Family 20 is
another that relates to Midatech’s endocrinology patent position.

7.20.2 Ownership

There is a presumption that the family 20 application will be owned by Midatech. Entitlement has not
been established, because inventors not yet determined.

7.20.3 Inventors

To be determined.
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7.20.4 Dates

Priority date: 31.01.2014
12-month priority deadline: 31.01.2015

7.20.5 Patent family summary table

Country App. No. Status

1. GB 1401708.1 Pending (priority only)

7.20.6 Prosecution

Family 20 is a relatively recent filing. No request for search was made. No decision has yet been taken
on whether or not to continue, e.g., with an international (PCT) application, for which the deadline is
31.01.2015.

7.21 Family 21 – Detection Of Cancer

7.21.1 Summary of invention and commercial context

Family 21 patent applications are directed to methods of imaging a tumour in a mammal by detecting
gold nanoparticles using electrical impedence tomography (EIT).

7.21.2 PCT Abstract

The use of nanoparticles for imaging a tumour in a mammal using electrical impedance tomography.
The nanoparticles comprise a core of metal and/or semiconductor atoms to which are linked ligands
that comprise a molecule capable of attaching to a specific tumour biomarker.

7.21.3 Ownership

Co-owned by Middlesex University and Midatech.

Assignment of UCL’s share of the invention to Middlesex is still outstanding.

Middlesex University and Midatech intend to negotiate a co-ownership and/or commercialisation
agreement in relation to the patent rights, but (we believe) this is still outstanding. For a summary of
IP contracts deemed by the Company to be material and their effects, please refer to Section 17 of
Part VII of the Admission Document (Material Contracts).

7.21.4 Inventors

BAYFORD, Richard Harold; ROITT, Ivan Maurice; RADEMACHER, Thomas William;
DEMOSTHENOUS, Andreas; and ILES, Raymond Kruse.

7.21.5 Dates

Priority date: 06.11.2008
International filing date: 06.11.2009
Basic expiry date: 06.11.2029*

*Ignoring patent term adjustments or extensions, if any.

7.21.6 Exemplary claim

Claim 1 of pending European application No. 09748465.3:

1. A method of obtaining an image of a tumour located in the body of a mammal, said method
comprising targeting nanoparticles to the tumour, said nanoparticles having a metal core of
mean diameter 0.5 nm to 10 nm and of core material, which is gold or a combination of gold
and ferrous iron, and a ligand attached to the core and capable of attaching to a tumour
biomarker, and imaging the tumour by detecting location of the nanoparticles attached to the
tumour using electrical impedance tomography (EIT).
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7.21.7 Patent family summary table

Country App. No. Status

1. GB 0820309.3 Abandoned

2. International PCT/GB2009/051493 Expired

3. United States Pending

4. Europe 09748465.3 Pending

Mewburn Ellis LLP not responsible for renewals – we believe renewals as handled by Middlesex
University’s attorneys, Lucas & Co.

7.21.8 Prosecution

Family 21 prosecution is not handled by Mewburn Ellis LLP. Lucas & Co., patent attorneys, are
representatives before the EPO for the family 21 European application, and also involved in the
instruction of the US attorneys, Schwegman, Lundberg & Woessner, P.A.

At present, Lucas & Co. provide Mewburn Ellis LLP with copies of official communications and seek
input into prosecution decisions.

Family 21 applications are pending in the United States and Europe. In the United States, a non-final
Office Action has an (extended) due date for response of 24.11.2014. In Europe, a response to an
examination report was filed 18.09.2014. With this response claims to nanoparticle products were
deleted; all claims are now directed to a method of obtaining an image of a tumour.

7.22 Family 22 – Enhanced Epidermal Antigen Delivery Systems

7.22.1 Family 22 has not yet been filed.

Midatech is a member of an EU Framework 7 (FP7) consortium (“EE-ASI”) investigating beta cell
preservation via antigen-specific immunotherapy in type 1 diabetes. Mewburn Ellis LLP understands
that a patent application relating to work by the consortium is intended. However, no patent
application has yet been drafted, nor has inventorship and possible ownership been considered in
any detail at this point in time. For a summary of IP contracts deemed by the Company to be material
and their effects, please refer to Section 17 of Part VII of the Admission Document (Material Contracts).

In order not to jeopardise the intended patent application with a prior public disclosure, no specific
details of the invention are provided here.

While we understand that the Company has a firm intention to file, it is not possible at this stage to
predict the exact timing of such filing with any certainty. Not least because agreement with the
Company’s consortium partners on a draft patent application will be required prior to filing.

Entitlement has not been established, because inventors not yet determined. We presume that there
may be a number of co-owners if various consortium members have made contributions to the
invention.

7.23 Family 23 – (Oncology-related title omitted)

7.23.1 Family 23 has not yet been filed.

Midatech intends to file a patent application relating to the use of certain nanoparticles in the treatment
of cancer. In order not to jeopardise the intended patent application with a prior public disclosure, no
specific details of the invention are provided here.

At the time of writing, the intended patent application is at an early stage of drafting and additional
experiments to support the patent application are planned in November 2014. The Company intends
that a priority patent application will be filed at the UK IPO by the end of 2014.

Entitlement not established because inventors not yet determined.
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7.24 Family 24 – Sustained Release Nanoparticles

7.24.1 Summary of invention and commercial context.
Family 24 is an unpublished GB patent application that is, in broad terms, directed to metal core,
glycated nanoparticles (e.g. GNPs) encapsulated in polymeric microparticle (e.g. a Q Sphera® solid
bead). Q Chip’s piezoelectric droplet generator-based “Q Sphera” process is applied to Midatech’s
GNPs, including pharmaceutical payload in order to provide sustained release of GNP-drug
conjugates for therapeutic use.

7.24.2 Ownership

Filed in the joint names of Midatech Limited and Q Chip Limited Presumption that the family 24 patent
application will be owned by Midatech and Q Chip. Entitlement not established because the inventors
have not yet been determined.

7.24.3 Inventors

To be determined.

7.24.4 Dates

Priority date: 11.11.2014
12-month priority deadline: 11.11.2015

7.24.5 Patent family summary table

Country App. No. Status

1. GB 1420080.2 Pending (priority only)

7.24.6 Prosecution

Family 24 is a very recent filing. No request for search was made. No decision has yet been taken on
whether or not to continue, e.g., with an international (PCT) application, for which the deadline is
11.11.2015.

8. Q CHIP PATENTS

We understand that Abel & Imray co-ordinate the Patent Rights for Q-Chip Limited. Simon Haslam, Senior
Associate, is the representative.

We have been told about 5 inventions for which no patent application has been filed. Each of these was
devised between around 2006 and 2011, and there is no known intention to file an application for any of
these inventions. We are told that unfiled inventions 1 and 5 relate to beads. We do not know whether there
has been any disclosure of these inventions, so that we cannot say whether any protection could be obtained
for them. This report does not address any of these unfiled inventions. It is our understanding that none of
the unfiled inventions is considered material to Q Chip’s current business.

We have been told about 18 filed patent families. Of these, 10 of the families contain members which are
all expired or abandoned applications. The remaining 8 families have at least one application which is still
pending or at least one patent which has been granted and is in force, and so this report is limited to these
8 patent families only.

Claims of US patents, written opinions of the International Searching Authorities and the most recent office
action letter from the US PTO were obtained using various publicly-available online databases.

8.1 Family 1 – Microfluidic Device

8.1.1 Summary of invention and commercial context

Family 1 is, in general, concerned with causing two immiscible fluids, flowing under parallel laminar
flow conditions, to form into a segmented flow. We have been told that it is intended to protect a
method of forming two parallel laminar flows of fluids which are then fed to a flow discontinuity
(typically a flow constriction) in order to form droplets or segments.

Four members of family 1 are granted, providing protection in geographical markets including the
United States, certain European countries such as the UK, France and Germany, and Australia.
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Each of these patents has independent claims to a method of producing a segmented flow of first
and second immiscible fluids, to a device and/or to a fluid manipulation device.

8.1.2 Published PCT Abstract

A microfluidic device comprises first and second inlet passages (13) for respective immiscible fluids,
these inlet passages merging into a third passage (8) along which the two fluids flow under parallel
laminar flow conditions, the third passage being formed with a constriction or other discontinuity (9)
causing the two fluids to form into a flow of alternate segments.

8.1.3 Ownership

Owned solely by Q Chip. We understand that there are various licences and agreements between
Q Chip and University College Cardiff Consultants Limited. For a summary of IP contracts deemed
by Q Chip to be material and their effects, please refer to Section 17 of Part VII of the Admission
Document (Material Contracts).

8.1.4 Inventors

David Anthony Barrow; Nicola Harries; Tyrone Gwyn Jones; and Kostas Bouris

8.1.5 Dates

Priority date: 14.11.2002
International filing date: 14.11.2003
Basic expiry date: 14.11.2023*

*Ignoring patent term adjustments or extensions, if any.

8.1.6 Exemplary Claim

Claim 8 of granted EP Patent 1 562 708 B1:

8. A method of producing a segmented flow of first and second immiscible fluids comprising:

(i) providing a microfluidic device having two inlet passages merging into a first conduit
provided with a constriction or a region of changed surface energy or a region of altered
or alterable contact angle or one or more further passages joining the third passage

(ii) causing the first and second immiscible fluids to flow under laminar flow conditions along
said first conduit,

wherein the constriction or the region of changed surface energy or the region of altered or alterable
contact angle or the one or more further passages joining the third passage causes the first and
second immiscible fluids to form into a flow of alternate segments downstream of the constriction or
of the region of changed surface energy or of the region of altered or alterable contact angle or of the
one or more further passages joining the third passage.

8.1.7 Patent Family Summary Table

Country Application No. Patent No. Status

Australia 2003301956 2003301956 Granted: 11.06.2009

Canada 2545205 N/A Abandoned

Europe 03811030.0 1562708 Granted: 23.05.2012
In force in FR, DE, IT, NL, ES, GB

GB 0226691.4 2395196 Granted: 27.12.2006

United States 10/534592 7802591 Granted: 28.09.2010

International PCT/GB2003/004976 N/A Expired
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8.1.8 Prosecution

We are told that the Canadian application is abandoned.

We are not aware of any post-grant challenges that have been filed against the family 1 patents.

In our view, there is a risk that the Comptroller could ask for amendment of the GB patent in order to
avoid its revocation under double-patenting laws in the UK in view of the EP(GB).

8.4 Family 4 – Device for Fluid Transport

8.4.1 Summary of invention and commercial context

Family 4 is, in general, concerned with a device for producing multiple fluid flows at substantially
uniform rates and which are suitable for distributing fluids to multiple microfluidic circuits. We have
been told that it is intended to protect a manifold device for delivering liquids to many microfluidic
devices simultaneously.

Two members of family 4 are granted, providing protection in geographical markets including Japan
and Australia.

The AU patent has an independent claim to a device, and also claims a micro-reactor including a
device. The Japanese patent has an independent claim to a microreactor.

8.4.2 Published PCT Abstract

A device (1) for producing multiple fluid flows at substantially uniform rates, which device includes: A
manifold (2) having a first inlet port (3) and a second inlet port, each inlet port arranged to provide fluid
transfer from the inlet port to a respective annular channel (4, 5, 6); a distribution element (7) having a
first aperture set (12) and a second aperture set (13) therein, each aperture set including at least one
aperture and being arranged to be in fluid communication with one of the annular channels such that
fluid is permitted to flow from the annular channel through an aperture to a respective fluid outlet.

8.4.3 Ownership

Owned solely by Q Chip.

8.4.4 Inventors

Robert Huw Davis

8.4.5 Dates

Priority dates: 06.12.2004; and 07.02.2005
International filing date: 06.12.2005
Basic expiry date: 06.12.2025*

*Ignoring patent term adjustments or extensions, if any.

8.4.6 Exemplary Claim

Claim 18 of granted Australian Patent 2005313184:

18. A micro-reactor which includes:

a device for producing a fluid flow at a substantially uniform rate including a first inlet port and
a second inlet port, each inlet port arranged to provide fluid transfer from the respective inlet
port to a respective channel;

a distribution element having a first aperture set and a second aperture set therein, each
aperture set being in fluid communication with the channel and comprising a plurality of
apertures such that, in use, fluid is permitted to flow through an aperture to a respective fluid
outlet, the respective fluid outlets being arranged to deliver fluid to a segmented flow device
for producing two or more segmented flows of liquid.
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8.4.7 Patent Family Summary Table

Country Application No. Patent No. Status

Australia 2005313184 2005313184 Granted: 07.04.2011

Canada 2633550 N/A Abandoned

Europe 05813787.8 N/A Pending

Japan 2007-544975 5304980 Granted: 05.07.2013

GB 0426766.2 N/A Abandoned

GB 0502443.5 N/A Abandoned

United States 11/792346 N/A Abandoned

International PCT/GB2005/004689 N/A Expired

8.4.8 Prosecution

We are told that applications in Canada, the UK and the US are abandoned.

The European application is pending and is at an early stage. The first examination report reiterated
objections raised in the Written Opinion of the International Search Authority (and an added-matter
objection). A response to the examination report was filed in 2011.

We are not aware of any post-grant challenges that have been filed against the family 4 patents.

8.5 Family 5 – Device and Method for Producing Spherical Segmented Flow

8.5.1 Summary of invention and commercial context

The patents of family 5 are, in general, concerned with devices and methods for producing a spherical
segmented flow of fluid. We are told that it is intended to protect a microfluidic device with an
expanded outlet conduit (preferably with a step) close to a flow discontinuity (e.g. junction) thereby
slowing the flow of the fluid and encouraging the formation of droplets of a regular size.

Two of the members of family 5 are granted and in force, providing protection in geographical markets
including the United States and Australia.

Both the US and Australian patents have independent claims to a microfluidic device and to a method
of producing a spherical segmented flow of a fluid. The Australian patent further independently claims
a microfluidic device, and the US patent has an independent claim to a device.

8.5.2 Published PCT Abstract

The invention provides a device (1, 301, 501) for producing a spherical segmented flow of fluid, which
device includes: a functional fluid conduit (6, 506) arranged to contain a functional fluid (15, 515); at
least two carrier fluid conduits (7, 8, 507, 508), each carrier fluid conduit arranged to carry a carrier
fluid (16, 514), the functional fluid conduit merging with the carrier fluid conduits at a junction (9) to
form an encased flow conduit (9a, 529) thereby permitting functional fluid to be sandwiched (or
encased) by the carrier fluid to form an encased flow, the encased flow conduit having a discontinuity
(10, 510) therein such that the encased flow forms into a flow of alternate segmented spheres after
the discontinuity, wherein the device is provided with a segmented flow conduit (11, 511) downstream
of the encased flow conduit, the encased segmented flow conduit being provided with an
enlargement (21, 512) in cross-section.

8.5.3 Ownership

Owned solely by Q Chip.

8.5.4 Inventors

Robert Huw Davis; and Daniel David Palmer

97



8.5.5 Dates

Priority date: 04.02.2005
International filing date: 19.12.2005
Basic expiry date: 19.12.2025*

*Ignoring patent term adjustments or extensions, if any.

8.5.6 Exemplary Claim

Claim 16 of granted US patent 8,114,319:

16. A method of producing a spherical segmented flow of a fluid, which method includes:

introducing a functional fluid into a functional fluid conduit and a carrier fluid into a carrier fluid
conduit;

permitting the carrier fluid to contact the functional fluid such that the carrier fluid encases or
sandwiches the functional fluid;

providing a discontinuity in the flow of the sandwiched or encased flow such that as the
encased flow passes the discontinuity, a vena contracta effect is achieved thereby forcing the
encased flow to form into spherical segments,

the method further comprising providing an enlargement in cross-section in a conduit
substantially at or immediately downstream of the discontinuity, or sufficiently close to the
discontinuity so as to encourage the formation of spherical segments, and a step coincident
with the enlargement in cross-section the depth of the further conduit immediately downstream
of the step being defined as 2 a, and the step being provided at a distance of up to 5 a
downstream of the discontinuity.

8.5.7 Patent Family Summary Table

Country Application No. Patent No. Status

Australia 2005326535 2005326535 Granted: 28.07.2011

Canada 2636332 N/A Abandoned

Europe 05820448.8 N/A Lapsed

Japan 2007-553677 N/A Abandoned

GB 0502398.1 N/A Abandoned

United States 11/883611 8114319 Granted: 14.02.2012

International PCT/GB2005/004947 N/A Expired

8.5.8 Prosecution

We are told that applications in Canada, Japan and the UK are abandoned and that the European
application is lapsed.

We are not aware of any post-grant challenges that have been filed against the family 5 patents.

8.6 Family 6 – Method for the Control of Chemical Processes

8.6.1 Summary of invention and commercial context

The patents of family 6 are, in general, concerned with methods of controlling a chemical process
involving fluids. We are told that it is intended to protect a method of using a microfluidic device to
form a permeable barrier between reagents so that reagents slowly diffuse across the barrier and
react in a controlled manner, and that the method aims to mitigate against blocking of a device which
may result from reaction between two reactive reagents.

Four members of family 6 are granted and in force, providing protection in geographical markets
including the United States, key European countries including the UK, France and Germany, and
Australia.

Each of the European, US, GB and Australian patents has an independent method claim to a method
of controlling a chemical process. The US and Australian patents have further independent method
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claims to controlling a chemical process, and to a method of making solid segments. The Australian
patent further has an independent claim to a microfluidic device.

8.6.2 Published PCT Abstract

The present invention provides a method of controlling a chemical process, the method comprising
the steps of: (i) providing a laminar flow of a first fluid, the first fluid providing a first reagent or one or
more precursor thereof) ,a laminar flow of a second fluid, the second fluid providing a second reagent
(or one or more precursor thereof) and a laminar flow of barrier fluid; and (ii) causing the first and
barrier fluids to contact one another so that the barrier fluid forms a barrier between the first reagent
(or one or more precursor thereof) and the second reagent (or one or more precursor thereof) wherein
step (ii) comprises forming segments of first fluid encased or sandwiched by barrier fluid, the segments
being surrounded by the second fluid, and the barrier fluid is permeable to one or both of the first
and second reagents. Devices for performing the method of the present invention are also provided.

8.6.3 Ownership

Owned solely by Q Chip. We understand that there may be a studentship agreement relevant to this
family. For a summary of IP contracts deemed by the Company to be material and their effects, please
refer to Section 17 of Part VII of the Admission Document (Material Contracts).

8.6.4 Inventors

Victoria Louise Workman; Robert Huw Davis; and Daniel David Palmer

8.6.5 Dates

Priority date: 20.12.2005
International filing date: 20.12.2006
Basic expiry date: 20.12.2026*

*Ignoring patent term adjustments or extensions, if any.

8.6.6 Exemplary Claim

Claim 14 of granted US patent 8722414:

14. A method of making solid segments, the method comprising:

(i) providing a laminar flow of a first fluid provided with a first reagent (or one or more
precursors thereof);

(ii) providing a laminar flow of a second fluid provided with a second reagent (or one or
more precursors thereof), the first and second reagents reacting so as to lead to the
formation of solid segments, the first and second fluids being mutually immiscible;

(iii) providing a laminar flow of a barrier fluid which is permeable to the second reagent (or
one or more precursors thereof);

(iv) causing the first and barrier fluids to contact one another so that the barrier fluid forms
a barrier between the first reagent (or one or more precursor thereof) and the second
reagent (or one or more precursor thereof);

(v) causing the formation of segments of the first fluid encapsulated by the barrier fluid, the
segments being surrounded by the second fluid.
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8.6.7 Patent Family Summary Table

Country Application No. Patent No. Status

Australia 2006328123 2006328123 Granted: 14.07.2011

Canada 2671562 N/A Pending

Europe 06820603.6 1979085 Granted: 18.09.2013
In force in: FR, DE, NL, ES, GB

Japan 2008-546608 N/A Abandoned

GB 0525951.0 2433448 Granted: 02.03.2011

United States 12/158232 8722414 Granted: 13.05.2014

International PCT/GB2006/004830 N/A Expired

8.6.8 Prosecution

We are told that the Japanese application is abandoned.

The Canadian application is pending and has received a Notice of Allowance. The allowance fee is
due 12 November 2014. We are told that Q Chip wishes to pay the fee so that the application should
proceed to grant. We are told that the remaining members of this family that are not granted are
abandoned.

We are not aware of any post-grant challenges that have been filed against the family 6 patents.

In our view, there is a risk that the Comptroller could ask for amendment of the GB patent in order to
avoid its revocation under double-patenting laws in the UK in view of the EP(GB).

8.10 Family 10 – Device for Making Solid Beads

8.10.1 Summary of invention and commercial context

Family 10 is, in general, concerned with a method of making solid beads and a device for use in the
method. We are told that it is intended to protect a microfluidic device and method for forming solid
beads from a cooled droplet.

The European member of family 10 is granted, providing protection in geographical markets including
France, Italy and the Netherlands. This patent has independent claims to a method of making solid
beads and to a microfluidic device.

8.10.2 Published PCT Abstract

A method of making solid beads is disclosed, said method comprising: (i) providing a microfluidic
device comprising a carrier fluid conduit and a functional fluid conduit which meet at a junction region;
(ii) providing a laminar flow of a functional fluid comprising a solvent and a solute along the functional
fluid conduit and providing a laminar flow of a carrier fluid along the carrier fluid conduit so as to form
droplets of functional fluid in a flow of carrier fluid; (iii) cooling the segments of functional fluid in a
conduit of the microfluidic device to form cooled (preferably frozen) droplets; and (iv) providing a liquid
into intimate admixture with the cooled droplets so as to cause said solvent to exit said cooled
droplets, thus forming solid beads. A microfluidic device for use in such a method is also disclosed.

8.10.3 Ownership

Owned solely by Q Chip.

8.10.4 Inventors

Daniel David Palmer; Richard James Calder; and Owen Leslie Shadick

8.10.5 Dates

Priority dates: 16.06.2008; and 08.01.2009
International filing date: 16.06.2009
Basic expiry date: 16.06.2029*

*Ignoring patent term adjustments or extensions, if any.
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8.10.6 Exemplary Claim

Claim 1 of granted European patent 2 293 867 B1:

1. A method of making solid beads, said method comprising:

(i) providing a microfluidic device (300, 600) comprising a carrier fluid conduit (201, 601A,
601B) and a functional fluid conduit (202, 602) which meet at a junction region (210,
610);

(ii) providing a laminar flow of a functional fluid comprising a solvent and a solute along the
functional fluid conduit and providing a laminar flow of a carrier fluid along the carrier
fluid conduit so as to form droplets of functional fluid in a flow of carrier fluid;

(iii) cooling the segments of functional fluid in a conduit of the microfluidic device to form
cooled droplets; and

(iv) bringing an anti-solvent fluid into intimate admixture with the cooled droplets so as to
cause said solvent to exit said cooled droplets, thus forming solid beads.

8.10.7 Patent Family Summary Table

Country Application No. Patent No. Status

Australia 2009269872 N/A Pending

Canada 2728190 N/A Pending

Europe 09784609.1 2293867 Granted: 19.03.2014
In force in: FR, IT, NL, ES, GB

Japan 2011-513050 N/A Pending

GB 0900264.3 N/A Abandoned

United States 12/999578 N/A Pending

International PCT/GB2009/001492 N/A Expired

8.10.8 Prosecution

We are told that the GB application has been abandoned.

We are told that the Canadian application is pending and is awaiting examination.

We are told that the Japanese application is pending and that two examination reports have been
issued, the latter being a “Final notice of reasons for refusal”. We are told that the objections raised
in the “Final notice of reasons for refusal” relate to clarity and not substantive patentability.

The US application is pending and a “final” office action has been issued. Requests for continued
examination and an Examiner interview have been filed in response. According to publicly-available
online files, in the most recent letter (an Advisory Action), the Examiner alleges that the claimed
invention is obvious.

We are told that the Australian Patent Office has issued one examination report raising objections
corresponding to those raised by the US PTO Examiner. In the examination report, claims 1-26 and
28-34 are said to lack novelty or inventive step, and to lack unity with claims 27 and 35-39. US
2006/0003439 A1 is cited.

8.14 Family 14 – Apparatus and Method for Making Solid Beads

8.14.1 Summary of invention and commercial context

Family 14 is, in general, concerned with an apparatus and method for making solid beads. None of
the members of this family is granted yet. We understand that these applications are intended to
protect an apparatus for carrying out Q Chip’s core process for producing microparticles which
employs a piezoelectric liquid droplet generator, i.e. apparatus for performing the Q Sphera® process.

8.14.2 Published PCT Abstract

An apparatus for making solid beads is provided, the apparatus comprising at least one liquid droplet
generator operable to generate droplets comprising a solute dissolved in a solvent, and at least one
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flow channel for carrying a second liquid, at least one liquid droplet generator and at least one flow
channel being spaced relative to one another so that, in use, liquid droplets pass through a gas into
a second liquid provided in said flow channel, the solvent being soluble in the second liquid so as to
cause the solvent to exit the droplets, thus forming solid beads. A method of preparing solid beads
is also provided.

8.14.3 Ownership

Owned solely by Q Chip.

8.14.4 Inventors

Daniel David Palmer; and Owen Leslie Shadick

8.14.5 Dates

Priority date: 30.09.2010
International filing date: 30.09.2011
Basic expiry date: 30.09.2031*

*Ignoring patent term adjustments or extensions, if any.

8.14.6 Exemplary Claim

Claim 51 of the PCT application, published as WO 2012/042273:

51. A method of making solid beads, the method comprising:

Generating liquid droplets of a first liquid, the first liquid comprising a solute dissolved in a
solvent,

Passing said liquid droplets through a gas,

Contacting said liquid droplets with a flow of a second liquid, the solvent being soluble in the second
liquid so as to cause the solvent to exit said droplets thus forming solid beads.

8.14.7 Patent Family Summary Table

Country Application No. Patent No. Status

Australia 2011309853 N/A Pending
Brazil BR112013007325-0 N/A Pending
Canada 2850083 N/A Pending
China 201180056836.8 N/A Pending
Europe 11767291.5 N/A Pending
India 3627/DELNP/2013 N/A Pending
Japan 2013-530799 N/A Pending
GB 1016433.3 N/A Abandoned
United States 13/876773 N/A Pending
International PCT/GB2011/051858 N/A Expired

8.14.8 Prosecution

We are told that substantive examination has not yet begun in any of Australia, Brazil, Europe, India,
Japan and the United States, that the Canadian application is pending and that the GB application
was abandoned, in favour of the PCT application, having served as a priority application.

The International Search Report cites two documents: US 3 845 179 A and US 5 500 162 (both
categorised “X”). In the Written Opinion of the International Searching Authority, drawn up by the
European Patent Office, all claims (1-68) are objected to for lack of novelty and inventive step.

In Europe, amended claims have been filed. The amendments and arguments presented aim to
establish patentability over the documents cited in the International Search Report.

We are told that prosecution has begun in China and that the Examiner has made objections of lack
of novelty and/or inventive step against the claims. CN 101160167 A and WO 2010/004253 A2 are
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cited. We understand that a response strategy, including claim amendments, based on that adopted
in Europe is planned for China.

8.15 Family 15 – Method of Making Solid Beads

8.15.1 Summary of invention and commercial context

Family 15 is, in general, concerned with a method of forming solid beads.

None of the members of this family is granted yet. We are told that these applications are intended
to protect a method for producing solid beads using a piezoelectric dispenser, high polymer
concentrations and a polymer solvent which is miscible with an anti-solvent, thereby effecting rapid
production of solid beads. This family therefore forms a key part of Q Chip’s protection for the Q
Sphera® microparticle production process.

8.15.2 Published PCT Abstract

A method of forming solid beads, the method comprising: Providing a first liquid comprising a solute
and a solvent Forming liquid droplets of the first liquid Contacting the liquid droplets with a second
liquid so as to cause the solvent to exit the droplets, thus forming solid beads, the solute comprising
a polymer, the concentration of polymer in the first liquid being at least 7 per cent. w/v., the solubility
of the solvent in the second liquid being at least 5g of solvent per 100ml of second liquid.

8.15.3 Ownership

Owned solely by Q Chip.

8.15.4 Inventors

Daniel David Palmer; and Owen Leslie Shadick

8.15.5 Dates

Priority date: 30.09.2010
International filing date: 30.09.2011
Basic expiry date: 30.09.2031*

*Ignoring patent term adjustments or extensions, if any.

8.15.6 Exemplary Claim

Claim 1 of published PCT application WO 2012/042274:

1. A method of forming solid beads, the method comprising:

Providing a first liquid comprising a solute and a solvent;

Forming liquid droplets of the first liquid;

Contacting the liquid droplets with a second liquid so as to cause the solvent to exit the
droplets, thus forming solid beads;

the solute comprising a polymer, the concentration of polymer in the first liquid being at least
7 per cent. w/v.,

the solubility of the solvent in the second liquid being at least 5g of solvent per 100ml of second liquid,
‘w’ being the weight of the polymer and ‘v’ being the volume of the solvent.
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8.15.7 Patent Family Summary Table

Country Application No. Patent No. Status

Australia 2011309854 N/A Pending
Brazil BR112013007345-4 N/A Pending
Canada 2850107 N/A Pending
China 201180056838.7 N/A Pending
Europe 11767292.3 N/A Pending
India 3628/DELNP/2013 N/A Pending
Japan 2013-530800 N/A Pending
GB 1016436.6 N/A Abandoned
United States 13/876780 N/A Pending
International PCT/GB2011/051859 N/A Expired

8.15.8Prosecution

We are told that substantive examination has not yet begun in any of Brazil, China, Europe, India,
Japan and the United States, the Canadian application is pending, and the GB application is
abandoned.

The International Search Report cites two documents: US 3 845 179 A and US 5 500 162 A as
allegedly relevant to patentability. In the Written Opinion of the International Searching Authority, drawn
up by the European Patent Office, claims 1-43 are objected to for lack of novelty, and claims 44-47
are indicated as being novel. All of claims 1-47 are objected to for lack of inventive step.

The Australian Patent Office has issued a first examination report. US 3845179 A, US 5500162 A,
US 6153129 A, US 7208106 B2 and WO 2010/004253 are cited. The first four of which were alleged
to be relevant to novelty or inventive step.

In Europe, amended claims have been filed. The amendments and arguments presented aim to
establish patentability over the documents cited in the International Search Report.

In our opinion the amended claims filed in Europe establish novelty over all of the cited documents
identified in the various search and examination reports to date. Based on information provided by
Q Chip, we understand that the claims as amended in Europe cover the commercial Q Sphera
process as utilised by Q Chip (i.e. the amendments do not restrict claim scope in a commercially
material way). Inventive step of the amended claims over the cited art has not yet been considered
by the EPO, and it cannot be predicted with any certainty whether inventive step will or will not be
recognised. Nevertheless, we note that further amendment options remain open to Q Chip, which
we understand would also leave the claims with sufficient scope to cover the Q Sphera process as
used by Q Chip.

8.16 Family 16 – Bead Collection Device and Method

8.16.1 Summary of invention and commercial context

Family 16 is, in general, concerned with a device for separating beads from a carrier fluid.

None of the members of this family is granted yet. We are told that these applications are intended
to protect a bead collection device and method using a cyclone to remove beads from a carrier fluid,
which are important to the scale-up of the Q Sphera® process.

The published PCT application has independent claims directed to devices for separating beads from
a carrier fluid, an apparatus for the generation and collection of beads (the apparatus includes the
devices), and methods for separating beads from a carrier fluid.

8.16.2Published PCT Abstract

A device is provided for separating beads from a carrier fluid, the device comprising: a bead-receiving
means for receiving beads dispersed in a carrier fluid, a fluid removal means operable to remove fluid
from the bead-receiving means in a first fluid removal zone by the application of reduced pressure,
and a bead collection means operable to remove beads from the bead-receiving means in a bead
collection zone by the application of reduced pressure, the bead-receiving means being movable so
that beads are movable from the first fluid removal zone to the bead collection zone.
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8.16.3 Ownership

Owned solely by Q Chip.

8.16.4 Inventors

Daniel David Palmer; Owen Leslie Shadick; Stuart James Bartley; and Brynmor Alexander John.

8.16.5 Dates

Priority date: 28.07.2011
International filing date: 27.07.2012
Basic expiry date: 27.07.2032*

*Ignoring patent term adjustments or extensions, if any.

8.16.6 Exemplary Claim

Claim 1 of published PCT application WO 2013/014466:

A device for separating beads from a carrier fluid, the device comprising: a bead-receiving means for
receiving beads dispersed in a carrier fluid,

a fluid removal means operable to remove fluid from the bead-receiving means in a first fluid removal
zone by the application of reduced pressure, and

a bead collection means operable to remove beads from the bead-receiving means in a bead
collection zone by the application of reduced pressure,

the bead-receiving means being movable so that beads are movable from the first fluid removal zone
to the bead collection zone.

8.16.7 Patent Family Summary Table

Country Application No. Patent No. Status

Australia 2012288645 N/A Pending
Brazil BR112014001788-3 N/A Pending
Canada – N/A Unfiled
China 2012846886 N/A Pending
Europe 12754064.9 N/A Pending
India 1154/DELNP/2014 N/A Pending
Japan 2014-524438 N/A Pending
GB 1113007.7 N/A Abandoned
United States 14/234059 N/A Pending
WO PCT/GB2012/051817 N/A Expired

8.16.8 Prosecution

We are told that substantive examination has not yet started for any of the members of family 16,
and that the GB application is abandoned.

We are told that there is currently an intention to enter the national phase in Canada where later
national phase entry is possible.

The International Search Report cites one document: US 4 303 522 A considered relevant to
patentability. In the Written Opinion of the International Searching Authority, drawn up by the European
Patent Office, claims 1-10, 12-30 and 32-35 are objected to for lack of novelty, and claims 11 and
31 are indicated as being novel. All of claims 1-35 are objected to for lack of inventive step.

TRADE MARK SCHEDULE

9. Midatech Trade Marks

9.1 Trade Mark Family 1 – MIDATECH

9.1.1 Summary of trade mark commercial context

The trade mark MIDATECH relates to the company name and house mark.
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9.1.2 Classes and goods or services protected

Class 1

Active chemical ingredients for use in the manufacture of pharmaceuticals, cosmetics and medicines;
nano-particle ingredients for use in pharmaceuticals, medicines and cosmetics.

Class 5

Pharmaceuticals and medicines containing nano-particles; vaccines incorporating nano-particles

Class 9

Computer software for the sampling, collection, analysis and testing of nano-particles; computer
software for the diagnosis of medical conditions; electronic devices for the sampling, collection,
analysis and testing of nano-particles.

Class 10

Medical devices for the sampling, collection, analysis and testing of nano-particles.

Class 40

Custom manufacture of nano-particles; custom manufacture of pharmaceuticals and medicines
containing nano-particles; custom manufacture of nano-particle devices.

Class 42

Scientific research services in the field of nano-particle technology; pharmaceutical and drug
development and discovery services; testing, efficiency and advisory services in the field of nano-
particles, pharmaceuticals and nano-medicine; nano-particle laboratory services.

The trade mark may cover variants of these goods and services in some countries, which have been
amended in order to comply with local law and practice.

9.1.3 Ownership

Wholly owned by Midatech

9.1.4 Trade Mark family summary table

Country Filing Date No. Renewal date Status

1. CTM 2 October 2012 Reg. No.011232031 31 October 2022 Registered
2. India 29 March 2013 App. No. 2504043 n/a Under Examination
3. Canada 2 April 2013 App. No.1620638 n/a Awaiting grant
4. International 2 April 2013 Reg No. 1173083 2 April 2023 Registered
5. Australia* 2 April 2013 Reg. No. 1173083 2 April 2023 Registered
6. China* 2 April 2013 Reg. No. 1173083 n/a Awaiting grant
7. Japan* 2 April 2014 Reg. No. 1173083 n/a Awaiting grant
8. USA* 2 April 2014 Reg. No. 1173083 n/a Accepted and 

awaiting publication

*indicates a country designated under an International (Madrid Protocol) trade mark filing.

All trade marks filed after 2 October 2012 claim priority from CTM No. 11232031.

9.1.5 Prosecution and post-grant challenge

There is ongoing prosecution of MIDATECH trade mark applications in India and USA.

In India, objections have been raised by the Indian TMO, due to earlier MIDA- prefixed marks owned
by third parties. Advice from local Indian counsel is that the objections are not strong, and responses
were filed in June 2014 arguing against the objections. A response is awaited from the Indian TMO.

In the USA, objections were raised because of the wide-ranging nature of the goods and services
covered by the application. Following discussions with the US PTO, a response was filed in October
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2014 with an amended list of goods and services. It is anticipated that the amendments will be
accepted, but confirmation is awaited from the US PTO.

We are not aware of any post-grant challenges against the trade marks.

9.1.6 Opposition to third party trade marks

In July 2013 the company filed opposition at OHIM to registration of CTM No. 11582897, which is a
logo mark containing the word MIDATEC as a dominant element:

The applicant is Midatec Automatismos SL, a company involved in the automation of food
manufacturing and automotive manufacturing processes.

In June 2014 a decision was issued which upheld the company’s opposition for the majority of goods
and services covered by the MIDATEC application. In August 2014 the company filed an appeal
against the decision to extend the scope of the refusal, following which Midatec Automatismos SL
have agreed to voluntarily remove the remaining goods of concern to the company. Once that has
taken place the Appeal will be withdrawn.

9.2 Trade Mark Family 2 – MIDAPLATIN

9.2.1 Summary of trade mark commercial context

The trade mark MIDAPLATIN was adopted to protect an intended pharmaceutical product.

9.2.2 Classes and goods or services protected

Class 5

Pharmaceuticals and medicines containing nano-particles; vaccines incorporating nano-particles.

The trade mark may cover variants of these goods and services in some countries, which have been
amended in order to comply with local law and practice.

9.2.3 Ownership

Wholly owned by Midatech

9.2.4 Trade Mark family summary table

Country Filing Date No. Renewal date Status

1. CTM 2 October 2012 Reg. No.011233202 31 October 2022 Registered
2. India 29 March 2013 App. No. 2504042 n/a Under examination
3. Canada 2 April 2013 App. No.1620637 n/a Awaiting grant
4. International 2 April 2013 Reg. No. 1157649 2 April 2023 Registered
5. Australia* 2 April 2013 Reg. No. 1157649 2 April 2023 Registered
6. China* 2 April 2013 Reg. No. 1157649 2 April 2023 Registered
7. Japan* 2 April 2014 Reg. No. 1157649 n/a Awaiting grant
8. USA* 2 April 2014 Reg. No. 1157649 2 April 2023 Registered

*indicates a country designated under an International (Madrid Protocol) trade mark filing.

All trade marks filed after 2 October 2012 claim priority from CTM No. 11232031.

9.2.5 Prosecution and post-grant challenge

Objections were raised by the Indian TMO due to earlier MIDA- prefixed marks. Advice from Indian
counsel was that the objections were not strong, and a response arguing against the objections was
filed in June 2014.

9.2.6 Opposition to third party trade marks

No oppositions have been filed against third party marks.
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9.3 Trade Mark Family 3 – PHARMIDA

9.3.1 Summary of trade mark commercial context

The trade mark PHARMIDA protects the drug development arm of the company.

9.3.2 Classes and goods or services protected

Class 1

Active chemical ingredients for use in the manufacture of pharmaceuticals, cosmetics and medicines;
nano-particle ingredients for use in pharmaceuticals, medicines and cosmetics.

Class 42

Scientific research services in the field of nano-particle technology; pharmaceutical and drug
development and discovery services; testing, efficiency and advisory services in the field of nano-
particles, pharmaceuticals and nano-medicine; nano-particle laboratory services.

9.3.3 Ownership

Wholly owned by Midatech

9.3.4 Trade Mark family summary table

Country Filing Date No. Renewal date Status

1. CTM 2 October 2012 011232725 31 October 2022 Registered

9.3.5 Prosecution and post-grant challenge

Opposition was filed against the CTM by Sandoz Limited, based on an earlier UK registration for
PARMID. The company was advised that the grounds of opposition were not strong, but to conclude
the opposition, Class 5 was deleted from the CTM. Sandoz have raised no further complaint or
challenge.

9.3.6 Opposition to third party trade marks

No oppositions have been filed against third party marks.

9.4 Trade Mark Family 4 – GOLDTONE

9.4.1 Summary of trade mark commercial context

The trade mark GOLDTONE was intended to cover gold based active ingredients primarily for
cosmetic use.

9.4.2 Classes and goods or services protected

Class 1

Active chemical ingredients for use in the manufacture of pharmaceuticals, cosmetics and medicines;
nano-particle ingredients for use in pharmaceuticals, medicines and cosmetics.

9.4.3 Ownership

Wholly owned by Midatech

9.4.4 Trade Mark family summary table

Country Filing Date No. Renewal date Status

1. CTM 2 October 2012 011233087 31 October 2022 Registered

9.4.5 Prosecution and post-grant challenge

There were no objections or challenges during the application process, or following registration.

9.4.6 Opposition to third party trade marks

No oppositions have been filed against third party marks.
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9.5 Trade Mark Family 5 – MIDAFORM

9.5.1 Summary of trade mark commercial context

The trade mark MIDAFORM protects the oral insulin film product.

9.5.2 Classes and goods or services protected

Class 5

Pharmaceuticals and medicines containing nano-particles; vaccines incorporating nano-particles.

9.5.3 Ownership

Wholly owned by Midatech

9.5.4 Trade Mark family summary table

Country Filing Date No. Renewal date Status

1. CTM 2 October 2012 011232841 31 October 2022 Registered

2. USA 4 January 2012 4625268 04 January 2022 Registered

9.5.5 Prosecution and post-grant challenge

There were no objections or challenges during the CTM application process, or following registration.
Minor formality objections were raised during the US application process, which were overcome.

9.5.6 Opposition to third party trade marks

No oppositions have been filed against third party marks.

9.6 Trade Mark Family 6 – MIDATRONICS

9.6.1 Summary of trade mark commercial context

The trade mark MIDATRONICS was protected in order to cover possible use of Midatech products
for medical diagnostic and testing products.

9.6.2 Classes and goods or services protected

Class 9

Computer software for the sampling, collection, analysis and testing of nano-particles; computer
software for the diagnosis of medical conditions; electronic devices for the sampling, collection,
analysis and testing of nano-particles.

Class 10

Medical devices for the sampling, collection, analysis and testing of nano-particles.

9.6.3 Ownership

Wholly owned by Midatech

9.6.4 Trade Mark family summary table

Country Filing Date No. Renewal date Status

1. CTM 2 October 2012 011232972 31 October 2022 Registered

9.6.5 Prosecution and post-grant challenge

There were no objections or challenges during the application process, or following registration.

9.6.6 Opposition to third party trade marks

No oppositions have been filed against third party marks.

10. Q CHIP TRADE MARKS

We understand that Abel & Imray co-ordinate the Trade Mark Rights for Q Chip. Caroline Brooks, Partner,
is the representative.
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We have been told of 4 UK registered trade marks. We have not been told of any ongoing disputes or
conflicts involving these registered trade marks.

All renewal fees have been paid up to date and there are no renewal deadlines within the next year.

It appears that no clearance searches were conducted to ensure availability of the trade marks, but we have
not been told that the company has received any complaint about their use of the trade marks.

The status of the registered trade marks has been verified using publicly available online databases. 

10.1 Trade Mark Family 1 – QCHIP and QCHIP Logo

10.1.1 Summary of trade mark commercial context

The trade mark QCHIP relates to the company name and house mark, and the logo registration relates
to a version of the company logo previously used as a house mark.

The registered Logo trade mark is no longer in use commercially, and is potentially vulnerable to a
non-use cancellation action.

10.1.2 Classes and goods or services protected

Class 9

Apparatus for scientific use, scientific apparatus, disposable scientific apparatus, research apparatus
for scientific use, scientific apparatus for industry, and parts and fittings therefore; scientific apparatus
for use in the prep of materials, and parts and fittings therefore; micro reactors, single capillary micro
reactors, parts and fittings therefore; apparatus for manufacture of polymers, micro reactor based
polymerisation apparatus, and parts and fittings therefore.

Class 35

Business advisory services relating to manufacturing.

Class 42

Advisory services relating to scientific apparatus; scientific and technological services and research
and design relating thereto; industrial analysis and research services; design consultancy; consulting
design and manufacture advisors relating to scientific equipment; consultancy services relating to the
manufacture and production of scientific apparatus and components.

10.1.3 Ownership

All trade marks are owned by Q Chip

10.1.4 Trade Mark family summary table

Country Trade Mark Filing Date No. Renewal date Status

1. UK 1) QCHIP 17 August 2004 2370809 17 August 2024 Registered
2) Q-CHIP
3) Q CHIP

2. UK 1) 

2) 17 August 2004 2370808 17 August 2024 Registered

10.1.5 Prosecution and post-grant challenge

No serious objections were raised during the application process, and the company is not aware of
any post-grant challenges.

The company is aware of the existence of CTM 7125628 Q-CHIP owned by Bluepoint Medical Gmb
and CTM 4115069 HIQCHIP owned by Eppendorff AG. No objections were raised to the company’s
trade mark applications by these companies, and no subsequent objections have been received by
the company.
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10.2 Trade Mark Family 2 – MICRO PLANT Logo

10.2.1 Summary of trade mark commercial context

The trade mark MICRO PLANT was registered to cover the company’s platform for producing uniform
polymer microcapsules. The registered trade mark is no longer used commercially and may be
vulnerable to a non-use cancellation action.

10.2.2 Classes and goods or services protected

Class 7

Machines for the manufacture of pharmaceutical products; machines for the manufacture of scientific
products; machines for the manufacture of products used for analysis in the scientific industry; parts
and fittings for all the aforesaid goods.

Class 9

Apparatus for scientific use, scientific apparatus, scientific apparatus for industry; fluid flow control
apparatus (electric-); apparatus for controlling the flow of microfluid flows; fluid flow meters; parts and
fittings for all the aforesaid goods.

Class 37

Installation, maintenance and repair of scientific apparatus; installation, maintenance and repair of
fluid control apparatus; installation, maintenance and repair of machines for the manufacture of
pharmaceutical products, machines for the manufacture of scientific products or machines for the
manufacture of products used for analysis in the scientific industry.

Class 41

Provision of education and training in relation to scientific apparatus; provision of education and
training in relation to machines for the manufacture of pharmaceutical products, machines for the
manufacture of scientific products or machines for the manufacture of products used for analysis in
the scientific industry; provision of education and training in relation to fluid control apparatus.

10.2.3 Ownership

All trade marks are owned by Q Chip

10.2.4 Trade Mark family summary table

Country Trade Mark Filing Date No. Renewal date Status

1. UK 28 June 2006 011233202 28 June 2016 Registered

10.2.5 Prosecution and post-grant challenge

No serious objections were raised during the application process, and the company is not aware of
any post-grant challenges

10.3 Trade Mark Family 3 – Q SPHERA

10.3.1 Summary of trade mark commercial context

The trade mark Q SPHERA protects the company’s proprietary Q-SPHERA production platform.

10.3.2 Classes and goods or services protected

Class 1

Compositions comprising encapsulated chemicals (for non-medical use); compositions for the
controlled release of chemicals (for non-medical use); reagents for conducting assays (for non-medical
use); assay preparations (for non-medical use); substances for use in assays (for non-medical use).

Class 5

Pharmaceutical compositions; injectable pharmaceutical compositions; pharmaceutical compositions
for the controlled release of pharmaceutically-active agent; compositions comprising encapsulated
pharmaceutically-active agent; pharmaceutical compositions for the treatment of hormone-responsive
cancers; pharmaceutical compositions for the treatment of endometriosis; pharmaceutical
compositions for the treatment of precocious puberty; pharmaceutical compositions for the treatment
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of diarrhoea; pharmaceutical compositions for the treatment of acromegaly; pharmaceutical
compositions for the treatment of hepatitis C; pharmaceutical compositions for the treatment of
multiple sclerosis; pharmaceutical compositions for the treatment of infections; pharmaceutical
compositions for the treatment of inflammation; pharmaceutical compositions for the relief of pain;
pharmaceutical compositions for the treatment of diabetes; pharmaceutical compositions for the
treatment of chronic diseases; pharmaceutical compositions comprising encapsulated peptides;
pharmaceutical compositions comprising encapsulated pharmaceutically-active compounds;
pharmaceutical compositions comprising encapsulated steroids; pharmaceutical compositions
comprising encapsulated proteins; pharmaceutical compositions comprising encapsulated interferon;
pharmaceutical compositions comprising encapsulated interferon beta; pharmaceutical compositions
comprising encapsulated interferon alpha; pharmaceutical compositions comprising encapsulated
interferon gamma.

10.3.3 Ownership

All trade marks are owned by Q Chip

10.3.4 Trade Mark family summary table

Country Trade Mark Filing Date No. Renewal date Status

1. UK 1) Q SPHERA 4 March 2010 2540761 4 March 2020 Registered
2) Q-SPHERA

10.3.5 Prosecution and post-grant challenge

No serious objections were raised during the application process, and the company is not aware of
any post-grant challenges.

During the course of the examination process, the UK IPO notified the company of the existence of
CTM No. 2296341 SFERA CENTROS (Logo), CTM No. 2296358 SFERA, CTM No. 2296416 Young
Sfera (Logo) and CTM No.2296440 Sfera Colours (Logo), all owned by Sfera Joven SA. The UK IPO
also notified the company of the existence of CTM No.2396638 ALTA SFERA (Logo) owned by MDO
SRL. The company was advised that a conflict was unlikely due to differing commercial interests.

Neither of these companies objected to the application or to subsequent use of the trade mark
Q-SPHERA.
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PART IV

HISTORICAL FINANCIAL INFORMATION ON THE GROUP

SECTION A – ACCOUNTANT’S REPORT ON MIDATECH LIMITED

The Directors
Midatech Pharma PLC
Milton Park Innovation Centre
99 Park Drive
Milton Park
Abingdon
Oxfordshire OX14 4RH

3 December 2014
Panmure Gordon (UK) Limited
One New Change
London EC4M 9AF

Dear Sirs

Midatech Limited (the “Company”) and its subsidiary undertakings (together, the “Group”),

definitions restricted to Section A and B of Part IV

Introduction

We report on the financial information set out in Section B of Part IV. This financial information has been
prepared for inclusion in the admission document dated 3 December 2014 of Midatech Pharma PLC (the
“Admission Document”) on the basis of the accounting policies set out in note 1 to the financial information.
This report is required by paragraph (a) of Schedule Two of the AIM Rules for Companies and is given for
the purpose of complying with that paragraph and for no other purpose.

Responsibilities

The directors of Midatech Pharma PLC are responsible for preparing the financial information in accordance
with International Financial Reporting Standards as adopted by the European Union.

It is our responsibility to form an opinion on the financial information and to report our opinion to you.

Save for any responsibility arising under paragraph (a) of Schedule Two of the AIM Rules for Companies to
any person as and to the extent there provided, to the fullest extent permitted by the law we do not assume
any responsibility and will not accept any liability to any other person for any loss suffered by any such other
person as a result of, arising out of, or in connection with this report or our statement, required by and given
solely for the purposes of complying with Schedule Two of the AIM Rules for Companies, consenting to its
inclusion in the Admission Document.

Basis of opinion

We conducted our work in accordance with Standards for Investment Reporting issued by the Auditing
Practices Board in the United Kingdom. Our work included an assessment of evidence relevant to the
amounts and disclosures in the financial information. It also included an assessment of significant estimates
and judgements made by those responsible for the preparation of the financial information and whether the
accounting policies are appropriate to the entity’s circumstances, consistently applied and adequately
disclosed.

BDO LLP
Kings Wharf
20-30 Kings Road
Reading RG1 3EX
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We planned and performed our work so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
financial information is free from material misstatement whether caused by fraud or other irregularity or error.

Our work has not been carried out in accordance with auditing or other standards and practices generally
accepted in the United States of America or other jurisdictions outside the United Kingdom and accordingly
should not be relied upon as if it had been carried out in accordance with those standards and practices.

Opinion

In our opinion, the financial information gives, for the purposes of the Admission Document, a true and fair
view of the state of affairs of the Group as at 31 December 2011, 31 December 2012 and 31 December
2013 and of its results, cash flows and changes in equity for the years then ended in accordance with
International Financial Reporting Standards as adopted by the European Union.

Declaration

For the purposes of Paragraph (a) of Schedule Two of the AIM Rules for Companies we are responsible for
this report as part of the Admission Document and declare that we have taken all reasonable care to ensure
that the information contained in this report is, to the best of our knowledge, in accordance with the facts
and contains no omission likely to affect its import. This declaration is included in the Admission Document
in compliance with Schedule Two of the AIM Rules for Companies.

Yours faithfully

BDO LLP

Chartered Accountants

BDO LLP is a limited liability partnership registered in England and Wales (with registered number OC305127)
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SECTION B – AUDITED FINANCIAL INFORMATION ON MIDATECH LIMITED

FOR THE THREE YEARS ENDED 31 DECEMBER 2013

Consolidated statements of comprehensive income

for the years ended 31 December 2013, 2012 and 2011

Note 2011 2012 2013
£’000 £’000 £’000

Revenue – – 147
Research and development costs 5 (1,352) (1,651) (1,925)
Administrative costs 5 (2,534) (2,357) (2,721)

––––––––––– ––––––––––– –––––––––––

Operating loss (3,886) (4,008) (4,499)
Finance income 7 1 4 1
Finance expense 7 (607) (561) (385)

––––––––––– ––––––––––– –––––––––––

Loss before tax (4,492) (4,565) (4,883)
Taxation 8 399 571 799

––––––––––– ––––––––––– –––––––––––

Loss after tax (4,093) (3,994) (4,084)

Other comprehensive income, net of tax:

Items that will be reclassified subsequently to 
profit and loss when specific conditions are met
Exchange gains arising on translation of foreign 
operations 76 31 5

––––––––––– ––––––––––– –––––––––––

Total comprehensive loss attributable to the 

owners of the parent (4,017) (3,963) (4,079)
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

Loss per share:
Basic and diluted per ordinary share 9 (£2.22) (£1.63) (£1.43)

––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––
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Consolidated statements of financial position

as at 31 December 2013, 2012, 2011 and 1 January 2011

1 January
Note 2011 2011 2012 2013

£’000 £’000 £’000 £’000
Assets

Non-current assets

Property, plant and equipment 10 959 766 876 684
Intangibles 11 2 1 2 4
Investment in equity accounted 
joint venture 13 24 6 49 12
Other receivables due in greater 
than one year 14 – 16 197 379

––––––––––– ––––––––––– ––––––––––– –––––––––––

Total non-current assets 985 789 1,124 1,079
––––––––––– ––––––––––– ––––––––––– –––––––––––

Current assets

Taxation 318 403 588 799
Trade and other receivables 14 242 389 376 909
Cash and cash equivalents 15 419 3,772 133 2,387

––––––––––– ––––––––––– ––––––––––– –––––––––––

Total current assets 979 4,564 1,097 4,095
––––––––––– ––––––––––– ––––––––––– –––––––––––

Total assets 1,964 5,353 2,221 5,174
––––––––––– ––––––––––– ––––––––––– –––––––––––

Liabilities

Current liabilities

Trade and other payables 16 1,285 1,108 1,403 1,047
Borrowings 17 896 1,088 3,203 1,248
Derivative financial liabilities 18 459 459 459 –

––––––––––– ––––––––––– ––––––––––– –––––––––––

Total current liabilities 2,640 2,655 5,065 2,295
––––––––––– ––––––––––– ––––––––––– –––––––––––

Non-current liabilities

Borrowings 17 3,339 3,820 2,247 2,119
Deferred tax liability 8 2 6 – –

––––––––––– ––––––––––– ––––––––––– –––––––––––

Total non-current liabilities 3,341 3,826 2,247 2,119
––––––––––– ––––––––––– ––––––––––– –––––––––––

Total liabilities 5,981 6,481 7,312 4,414
––––––––––– ––––––––––– ––––––––––– –––––––––––

Total net (liabilities)/assets (4,017) (1,128) (5,091) 760
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––

Equity attributable to owners 

of the parent

Share capital 20 – – – –
Share premium reserve 21 5,060 11,966 11,966 21,018
Foreign exchange reserve 21 30 106 137 142
Retained deficit 21 (9,107) (13,200) (17,194) (20,400)

––––––––––– ––––––––––– ––––––––––– –––––––––––

Total equity (4,017) (1,128) (5,091) 760
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––
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Consolidated statements of cash flows

for the years ended 31 December 2013, 2012 and 2011

Note 2011 2012 2013
£’000 £’000 £’000

Cash flows from operating activities

Loss for the year before tax (4,492) (4,565) (4,883)
Adjustments for:
Depreciation of tangible fixed assets 188 193 246
Amortisation of intangible assets 1 1 1
Net interest expense 606 557 384
Share of post-tax loss from equity accounted 
joint venture 28 18 –

––––––––––– ––––––––––– –––––––––––

Cash flows from operating activities before 

changes in working capital (3,669) (3,796) (4,252)
Increase in trade and other receivables (163) (169) (442)
(Decrease)/increase in trade and other payables (56) 363 (330)

––––––––––– ––––––––––– –––––––––––

Cash (used in)/generated from operations (219) 194 (772)
––––––––––– ––––––––––– –––––––––––

Taxes received 313 386 588
––––––––––– ––––––––––– –––––––––––

Net cash used in operating activities (3,575) (3,216) (4,436)
––––––––––– ––––––––––– –––––––––––

Investing activities

Purchases of property, plant and equipment (15) (239) (47)
Purchase of intangibles – (2) (3)
Investment in joint venture (10) (61) –
Interest received 1 4 –

––––––––––– ––––––––––– –––––––––––

Net cash used in investing activities (24) (298) (50)
––––––––––– ––––––––––– –––––––––––

Financing activities

Interest paid (8) (9) (15)
Payments to finance lease creditors (34) (40) (93)
Repayment of borrowings (103) (76) (200)
Proceeds from borrowings 192 – –
Issue of convertible debt – – 1,251
Share issues net of costs 6,905 – 5,797

––––––––––– ––––––––––– –––––––––––

Net cash generated from/(used in) financing 

activities 6,952 (125) 6,740
––––––––––– ––––––––––– –––––––––––

Net increase/(decrease) in cash and cash 

equivalents 3,353 (3,639) 2,254
Cash and cash equivalents at beginning 

of year 15 419 3,772 133
––––––––––– ––––––––––– –––––––––––

Cash and cash equivalents at end of year 15 3,772 133 2,387
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––
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Consolidated statements of changes in equity

for the years ended 31 December 2013, 2012 and 2011

Foreign
Share Share exchange Retained Total
capital premium reserve deficit Equity
£’000 £’000 £’000 £’000 £’000

At 1 January 2011 – 5,060 30 (9,107) (4,017)
Loss for the year – – – (4,093) (4,093)
Foreign exchange translation – – 76 – 76

––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Total comprehensive income/(loss) – 5,060 76 (4,093) (4,017)
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Issue of shares – 6,922 – – 6,922
Cost of share issues – (16) – – (16)

––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

At 31 December 2011 – 11,966 106 (13,200) (1,128)
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Loss for the year – – – (3,994) (3,994)
Foreign exchange translation – – 31 – 31

––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Total comprehensive income/(loss) – – 31 (3,994) (3,963)
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

At 31 December 2012 – 11,966 137 (17,194) (5,091)
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Loss for the year – – – (4,084) (4,084)
Foreign exchange translation – – 5 – 5

––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Total comprehensive income/(loss) – – 5 (4,084) (4,079)
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Conversion of convertible loan notes – – – 584 584
Issue of shares – 9,093 – – 9,093
Cost of share issues – (41) – – (41)
Capital contribution – – – 294 294

––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

At 31 December 2013 – 21,018 142 (20,400) 760
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––
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Notes forming part of the Historical Financial Information

for the years ended 31 December 2013, 2012 and 2011

1. Accounting policies

Basis of preparation

The Historical Financial Information of Midatech Limited (the “Company”) and its subsidiary undertakings
(together “the Group’’) for the periods ended 31 December 2013, 31 December 2012 and 31 December
2011, has been prepared by the Directors of Midatech Pharma PLC.

The Historical Financial Information does not constitute statutory accounts within the meaning of section
434 of Companies Act 2006. Midatech Limited prepared company only statutory accounts for each of the
three years ended 31 December 2013 under UK Generally Accepted Accounting Practice, which have been
filed with the Registrar of Companies. Those statutory accounts have been reported on by the Independent
Auditors. The Independent Auditors’ Reports on the Annual Reports and Financial Statements for 2011,
2012 and 2013 were unqualified, did not contain a statement under 498(2) or 498(3) of the Companies Act
2006, but drew attention by way of emphasis to the adoption of the going concern basis of accounting in
the preparation of the financial statements.

The Directors of Midatech Pharma PLC are solely responsible for preparation of this Historical Financial
Information.

The Historical Financial Information of the Group has been prepared from 1 January 2011 in accordance
with International Financial Reporting Standards (“IFRS’’) as adopted by the European Union (EU) and the
Companies Act 2006 applicable to companies reporting under IFRS. The Historical Financial Information
has been prepared primarily under the historical cost convention. Areas where other bases are applied are
identified in the accounting policies below.

Subject to the successful flotation to AIM and the anticipated fundraise, the Directors are satisfied that the
Company has adequate resources to continue to operate for the foreseeable future and therefore the
Historical Financial Information has been prepared on a going concern basis.

First-time adoption of IFRS

The Historical Financial Information is prepared in accordance with International Financial Reporting
Standards (IFRS) using the measurement basis specified by IFRS for each type of asset, liability, income
and expense. The measurement bases are more fully described in the accounting policies section of this
note. The date of transition to IFRS is 1 January 2011.

The Historical Financial Information is presented in sterling, being the currency of the primary economic
environment in which company operates. The presentational currency of the Group is sterling.

The Group has applied IFRS 1 First-time Adoption of International Financial Reporting Standards (as revised
in 2008) in preparing this first IFRS Historical Financial Information. The effects of the transition to IFRS on
equity and total comprehensive income are presented in note 30.

Overall considerations and first time adoption of IFRS

These accounting policies have been used throughout all periods presented in the Historical Financial
Information.

Presentation of Historical Financial Information in accordance with IAS 1

The Historical Financial Information is presented in accordance with IAS 1 Presentation of Historical Financial
Information (Revised 2007). The Group has elected to present the ‘Statement of comprehensive income’ in
one statement.
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Changes in accounting policies

New standards, interpretations and amendments

As this is the first set of IFRS accounts being prepared, all relevant standards have been adopted for the
first time. Under SIR 2000, the Group is required to adopt the relevant standards that would apply to the
first set of IFRS accounts following the listing. As a result, certain new standards, interpretations and
amendments applicable from accounting periods beginning on or after 1 January 2014 would apply to this
Historical Financial Information.

The new standards, amendments and interpretations to existing standards that were published by the IASB
and endorsed by the EU that could be applicable for the Group are as follows and do not have a material
effect on the financial results of the group:

● IAS 12 (Amendment) ‘Amendment to IAS 12: Deferred tax – Recovery of Underlying Assets’
● IFRS 10 ‘Consolidated Financial Statements’ (IFRS 10)
● IFRS 11 ‘Joint Arrangements’ (IFRS 11)
● IFRS 12 ‘Disclosure of Interests in Other Entities’ (IFRS 12)
● IFRS 13 ‘Fair Value Measurement’ (IFRS 13)
● IAS 27 (Revised) ‘Separate Financial Statements’
● IAS 28 (Revised) ‘Investments in Associates and Joint Ventures’
● IFRS 7 (Amendment) ‘Disclosures – Offsetting Financial Assets and Financial Liabilities – Amendments

to IFRS 7’
● Amendments to IAS 19 ‘Employee Benefits’ (IAS 19)
● ‘Investment Entities – Amendments to IFRS 10, IFRS 12 and IAS 27’
● ‘Transition Guidance – Amendments to IFRS 10, IFRS 11 and IFRS 12’
● Offsetting Financial Assets and Financial Liabilities – Amendments to IAS 32
● Recoverable Amount Disclosures for Non-Financial Assets (Amendments to IAS 36)
● Novation of Derivatives and Continuation of Hedge Accounting (Amendments to IAS 39)

New standards, interpretations and amendments not yet effective

There are no further standards in issue that have been adopted by the EU which would be applicable for
the Group.

Basis of consolidation

The Group financial statements consolidate those of the parent company and all of its subsidiaries. The
parent controls a subsidiary if it has power over the investee to significantly direct the activities, exposure,
or rights, to variable returns from its involvement with the investee, and the ability to use its power over the
investee to affect the amount of the investor’s returns. All subsidiaries have a reporting date of 31 December.

All transactions and balances between Group companies are eliminated on consolidation, including
unrealised gains and losses on transactions between Group companies. Where unrealised losses on intra-
Group asset sales are reversed on consolidation, the underlying asset is also tested for impairment from a
Group perspective. Amounts reported in the financial statements of subsidiaries have been adjusted where
necessary to ensure consistency with the accounting policies adopted by the Group.

Profit or loss and other comprehensive income of subsidiaries acquired or disposed of during the year are
recognised from the effective date of acquisition, or up to the effective date of disposal, as applicable.

The Historical Financial Information incorporates the results of business combinations using the purchase
method. In the statement of financial position, the acquiree’s identifiable assets, liabilities and contingent
liabilities are initially recognised at their fair values at the acquisition date. The results of acquired operations
are included in the consolidated statement of comprehensive income from the date on which control is
obtained. They are deconsolidated from the date control ceases.

Revenue

The Group’s income stream comprises milestone income from research and development contracts.
Milestone income is recognised as revenue in the accounting period in which the milestones are achieved.
Milestones are agreed on a project by project basis and will be evidenced by set deliverables.
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Research and development contracts

Amounts received under collaborative joint agreements, representing contributions to the Company’s
research and development programmes, are recognised as a credit against research and development
expense in the period over which the related costs are incurred. All costs related to these collaborative
agreements are recorded as research and development expenditure.

Government grants and government loans

Government grants are credited to research and development expense in the same period as the
expenditure towards which they are intended to contribute.

The group receives government loans that have a below-market rate of interest of 0%. These loans are
recognised and measured in accordance with IAS 39. The benefit of the below-market rate of interest is
measured as the difference between the initial carrying value of the loan discounted at a market rate of
interest and the proceeds received.

The difference is held within deferred revenue as a government grant and is released as a credit to research
and development expense in line with the expenditure to which it relates. In a situation where the proceeds
were invested in plant and equipment, the deferred revenue is credited to research and development within
the income statement in line with the depreciation of the acquired asset.

Intangible assets

An intangible asset, which is an identifiable non-monetary asset without physical substance, is recognised
to the extent that it is probable that the expected future economic benefits attributable to the asset will flow
to the Group and that its cost can be measured reliably. The asset is deemed to be identifiable when it is
separable or when it arises from contractual or other legal rights.

Amortisation is charged on a straight line basis through administrative expenses in the income statement.
The rates applicable, which represent the Directors’ best estimate of the useful economic life, are:

● IT and Website costs – 4 years straight line

Development costs

Expenditure on the research phase of an internal project is recognised as an expense in the period in which
it is incurred. Development costs incurred on specific projects are capitalised when all the following conditions
are satisfied:

● Completion of the asset is technically feasible so that it will be available for use or sale

● The Group intends to complete the asset and use or sell it

● The Group has the ability to use or sell the asset and the asset will generate probable future economic
benefits (over and above cost)

● There are adequate technical, financial and other resources to complete the development and to use
or sell the asset, and

● The expenditure attributable to the asset during its development can be measured reliably.

Judgement is applied when deciding whether the recognition criteria are met. Judgements are based on
the information available at each statement of financial position date. In addition, all internal activities related
to the research and development of new projects are continuously monitored by the Directors. The Directors
consider that the criteria to capitalise development expenditure are not met for a product prior to that product
receiving regulatory approval in at least one country.

Development expenditure not satisfying the above criteria, and expenditure on the research phase of internal
projects, are included in R&D costs recognised in the Consolidated Statement of Comprehensive Income
as incurred. No projects have yet reached the point of capitalisation.
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Patents and trademarks

The costs incurred in establishing patents and trademarks are either expensed or capitalised in accordance
with the corresponding treatment of the development expenditure for the product to which they relate.

Joint arrangements

The group is a party to a joint arrangement when there is a contractual arrangement that confers joint control
over the relevant activities of the arrangement to the group and at least one other party. Joint control is
assessed under the same principles as control over subsidiaries.

The group classifies its interests in joint arrangements as either:

● Joint ventures: where the group has rights to only the net assets of the joint arrangement

● Joint operations: where the group has both the rights to assets and obligations for the liabilities of the
joint arrangement.

In assessing the classification of interests in joint arrangements, the Group considers:

● The structure of the joint arrangement

● The legal form of joint arrangements structured through a separate vehicle

● The contractual terms of the joint arrangement agreement

● Any other facts and circumstances (including any other contractual arrangements).

The Group accounts for its interests in joint ventures using the equity method.

Any premium paid for an investment in a joint venture above the fair value of the Group’s share of the
identifiable assets, liabilities and contingent liabilities acquired is capitalised and included in the carrying
amount of the investment in joint venture. Where there is objective evidence that the investment in a joint
venture has been impaired the carrying amount of the investment is tested for impairment in the same way
as other non-financial assets.

The Group accounts for its interests in joint operations by recognising its share of assets, liabilities, revenues
and expenses in accordance with its contractually conferred rights and obligations.

Foreign currency

Transactions entered into by Group entities in a currency other than the currency of the primary economic
environment in which they operate are recorded at the rates ruling when the transactions occur. Foreign
currency monetary assets and liabilities are translated at the rates ruling at the reporting date. Exchange
differences arising on the retranslation of unsettled monetary assets and liabilities are recognised immediately
in the income statement.

On consolidation, the results of overseas operations are translated into sterling at rates approximating to
those ruling when the transactions took place. All assets and liabilities of overseas operations, including
goodwill arising on the acquisition of those operations, are translated at the rate ruling at the reporting date.
Exchange differences arising on translating the opening net assets at opening rate and the results of overseas
operations at actual rate are recognised in other comprehensive income and accumulated in the foreign
exchange reserve.

Exchange differences recognised in the income statement of Group entities on the translation of long-term
monetary items forming part of the Group’s net investment in the overseas operation concerned are
reclassified to other comprehensive income and accumulated in the foreign exchange reserve on
consolidation.

On disposal of a foreign operation, the cumulative exchange differences recognised in the foreign exchange
reserve relating to that operation up to the date of disposal are transferred to the consolidated statement of
comprehensive income as part of the profit or loss on disposal.
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Financial assets

The Group does not have any financial assets which it would classify as fair value through profit or loss,
available for sale or held to maturity. Therefore all financial assets are classed as loans and receivables as
defined below.

Loans and receivables

These assets are non-derivative financial assets with fixed or determinable payments that are not quoted in
an active market. They arise principally through the provision of goods and services to customers (e.g. trade
receivables), but also incorporate other types of contractual monetary asset. They are initially recognised at
fair value plus transaction costs that are directly attributable to their acquisition or issue, and are subsequently
carried at amortised cost using the effective interest rate method, less provision for impairment.

Impairment provisions are recognised when there is objective evidence (such as significant financial difficulties
on the part of the counterparty or default or significant delay in payment) that the Group will be unable to
collect all of the amounts due under the terms, the amount of such a provision being the difference between
the net carrying amount and the present value of the future expected cash flows associated with the impaired
receivable. For trade receivables, which are reported net, such provisions are recorded in a separate
allowance account with the loss being recognised within administrative expenses in the consolidated
statement of comprehensive income. On confirmation that the trade receivable will not be collectable, the
gross carrying value of the asset is written off against the associated provision.

The Group’s loans and receivables comprise trade and other receivables and cash and cash equivalents in
the consolidated statement of financial position.

Cash and cash equivalents includes cash in hand, deposits held on call with banks and other short term
highly liquid investments with original maturities of three months or less.

Financial liabilities

The Group classifies its financial liabilities into one of two categories, depending on the purpose for which
the liability was acquired.

Fair value through profit and loss

The group has convertible loans where the conversion price is not fixed on inception of the instrument.
Therefore the derivative element of the instrument is fair valued on inception using an option pricing model
and held at fair value through profit and loss as either a current or non-current liability depending on the
expiration of the instrument at the date of financial position. The instrument is re-measured at each period
end and immediately before conversion. The balance of the financial instrument is held at amortised cost.

Other financial liabilities include the following items:

● Borrowings are initially recognised at fair value net of any transaction costs directly attributable to the
issue of the instrument. Such interest bearing liabilities are subsequently measured at amortised cost
using the effective interest rate method, which ensures that any interest expense over the period to
repayment is at a constant rate on the balance of the liability carried in the consolidated statement of
financial position. Interest expense in this context includes initial transaction costs and premium payable
on redemption, as well as any interest or coupon payable while the liability is outstanding.

● Convertible loan notes, have been split between debt and fair value through profit and loss derivative.
The debt element is initially recognised at fair value and subsequently carried at amortised cost.

● Government loans received on favourable terms below market rate are discounted at a market rate of
interest. The difference between the present value of the loan and the proceeds is held as a government
grant within deferred revenue and is released to research and development expenditure in line with
when the asset or expenditure is recognised in the income statement.

● Redeemable preference shares are classified as liabilities as they accrue fixed interest payable in cash
when distributable profits are available and confer no right to assets or equity distributions of the
company.
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● Trade payables and other short-term monetary liabilities are initially recognised at fair value and
subsequently carried at amortised cost using the effective interest method.

Share capital

Financial instruments issued by the Group are classified as equity only to the extent that they do not meet
the definition of a financial liability or financial asset. The Group has several classes of share in existence:

– Ordinary shares and ‘C’ preference shares both of £0.0001p each are classified as equity instruments.

– ‘A’ 7.5% redeemable preference shares and ‘B’ 15% redeemable preference shares both of £1 each
are treated as a liability and held at amortised cost.

Retirement benefits: Defined contribution schemes

Contributions to defined contribution pension schemes are charged to the consolidated statement of
comprehensive income in the year to which they relate.

Share-based payments

The fair value of the share options in existence is measured by use of the Black Scholes pricing method.
The share based payment charge is immaterial to the financial statements and has therefore not been
recorded.

Leased assets

Where substantially all of the risks and rewards incidental to ownership of a leased asset have been
transferred to the Group (a “finance lease”), the asset is treated as if it had been purchased outright. The
amount initially recognised as an asset is the lower of the fair value of the leased property and the present
value of the minimum lease payments payable over the term of the lease. The corresponding lease
commitment is shown as a liability. Lease payments are analysed between capital and interest. The interest
element is charged to the consolidated statement of comprehensive income over the period of the lease
and is calculated so that it represents a constant proportion of the lease liability. The capital element reduces
the balance owed to the lessor.

Where substantially all of the risks and rewards incidental to ownership are not transferred to the Group (an
“operating lease”), the total rentals payable under the lease are charged to the consolidated statement of
comprehensive income on a straight-line basis over the lease term. The aggregate benefit of lease incentives
is recognised as a reduction of the rental expense over the lease term on a straight-line basis.

Dividends

Dividends are recognised when they become legally payable. In the case of interim dividends to equity
shareholders, this is when declared by the Directors. In the case of final dividends, this is when approved
by the shareholders at the AGM. There have been no dividends paid since the formation of the Group.

Deferred taxation

Deferred tax assets and liabilities are recognised where the carrying amount of an asset or liability in the
consolidated statement of financial position differs from its tax base, except for differences arising on:

● the initial recognition of goodwill;

● the initial recognition of an asset or liability in a transaction which is not a business combination and at
the time of the transaction affects neither accounting or taxable profit; and

● investments in subsidiaries and jointly controlled entities where the Group is able to control the timing
of the reversal of the difference and it is probable that the difference will not reverse in the foreseeable
future.

Recognition of deferred tax assets is restricted to those instances where it is probable that taxable profit will
be available against which the difference can be utilised.
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The amount of the asset or liability is determined using tax rates that have been enacted or substantively
enacted by the reporting date and are expected to apply when the deferred tax assets or liabilities are
recovered or settled.

Property, plant and equipment

Items of property, plant and equipment are initially recognised at cost. As well as the purchase price, cost
includes directly attributable costs.

Depreciation is provided on all items of property, plant and equipment so as to write off their carrying value
over their expected useful economic lives. It is provided at the following rates:

Fixtures and fittings – 25% per annum straight line
Leasehold improvements – 10% per annum straight line
Computer equipment – 25% per annum straight line
Laboratory equipment – 15% per annum straight line

2. Critical accounting estimates and judgements

The Group makes certain estimates and assumptions regarding the future. Estimates and judgements are
continually evaluated based on historical experience and other factors, including expectations of future
events that are believed to be reasonable under the circumstances. In the future, actual experience may
differ from these estimates and assumptions. The estimates and assumptions 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.

(i) Revenue recognition

Fees invoiced in respect of milestones have been recognised as revenue in the Consolidated Statement
of Comprehensive Income in the period as all criteria for revenue recognition have been met. Milestones
are agreed on a project by project basis and will be evidenced by set deliverables.

(ii) Intangible asset recognition

The Directors consider that the criteria to capitalise development expenditure are not met for a product
prior to receipt of regulatory approval as this is the point at which technical feasibility can be
demonstrated.

(iii) Deferred tax recognition

The Directors consider that, given the current stage of development of the business, deferred tax
assets should not be recognised before the Group is generating recurring profits.

(iv) Classification of joint arrangements

For all joint arrangements structured in separate vehicles the Group must assess the substance of the
joint arrangement in determining whether it is classified as a joint venture or joint operation. This
assessment requires the Group to consider whether it has rights to the joint arrangement’s net assets
(in which case it is classified as a joint venture), or rights to and obligations for specific assets, liabilities,
expenses, and revenues (in which case it is classified as a joint operation). Factors the group must
consider include:

● Structure

● Legal form

● Contractual agreement

● Other facts and circumstances.

Upon consideration of these factors, the Group has determined that the Syntara LLC arrangement is
a joint venture and the MidaSol Therapeutics arrangement is a joint operation. MidaSol Therapeutics
is a collaborative agreement to share 50% of the development expenditure of a project where each
party has unanimous control but no separate vehicle exists to record the transactions. As such 90%
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of the costs initially pass through the company and periodically, including the year end, a true up invoice
is credited to research and development and settled in cash by their collaborations partner.

(v) Convertible loan notes

The convertible loan notes have been split between the debt held under amortised cost and a derivative
element held at fair value through profit and loss. This requires calculating the fair value of the derivative
instrument using an option pricing model and recognising separately as a liability at fair value through
profit and loss. The derivative is re-measured at each period end and immediately before conversion.
The loan element is held at amortised cost.

(vi) Useful lives of plant and equipment

Plant and equipment is amortised or depreciated over its useful life. Useful lives are based on the
Directors’ estimates of the periods over which the assets will be used in developing revenue generating
products and the estimates are reviewed annually for continued appropriateness. The estimated useful
lives are set out in Note 1. Changes to estimates can result in significant variations in the carrying value
and amounts charged to the Group Statement of Comprehensive Income in specific periods.

(vii) Research and development tax credit

Research and development tax credits are recognised on an accruals basis and are included as an
income tax credit under current assets. The group has history of successfully estimating research and
development tax credits as set out by applicable tax legislation.

3. Revenue

Fees invoiced in respect of milestones have been recognised as revenue in the consolidated Statement of
Comprehensive Income in the period as all criteria for revenue recognition have been met. Milestones are
agreed on a project by project basis and will be evidenced by set deliverables.

4. Segment information

The Group is organised and operates as one operating segment. The research and development activities
involve the discovery and development of pharmaceutical products in the field of nanomedicine.

The Group manages any overseas research and development from the UK, the primary operating segment.

Information about major customers

To date, modest sales have meant that no meaningful analysis can be drawn from the customer profile of
the revenues achieved during each period under review.
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5. Expenses by nature

2011 2012 2013
£’000 £’000 £’000

Depreciation of property, plant and equipment 188 193 246
Amortisation of intangible assets 1 1 1
Fees payable to the Company’s auditor for the audit of the 
parent Company 8 6 6
Fees payable to the Company’s subsidiary auditors for the 
audits of the subsidiary accounts 15 15 25
Fees payable to the Company’s auditor for:
– Other services 7 1 1
Operating lease expense:
– Property 181 286 194
Foreign exchange (gain)/loss (59) (31) 28

6. Staff costs

2011 2012 2013
£’000 £’000 £’000

Staff costs (including Directors) comprise:
Wages and salaries 1,425 1,677 1,866
Defined contribution pension cost (note 23) 134 176 177
Social security contributions and similar taxes 184 266 295

––––––––––– ––––––––––– –––––––––––

Total 1,743 2,119 2,338
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

Employee numbers

The average number of staff employed by the Group during the financial year amounted to:

2011 2012 2013
£’000 £’000 £’000

Research and development 16 20 22
General and administration 7 7 7

––––––––––– ––––––––––– –––––––––––

Total staff 23 27 29
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

Key management personnel compensation

Key management personnel are those persons having authority and responsibility for planning, directing
and controlling the activities of the Group, including the Directors of the company.

2011 2012 2013
£’000 £’000 £’000

Wages and salaries 915 713 561
Defined contribution pension cost 91 85 55
Payments made to third parties 62 62 –
Social security contributions and similar taxes 72 54 72
Benefits in kind 37 6 7

––––––––––– ––––––––––– –––––––––––

Total 1,177 920 695
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––
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Emoluments disclosed above include the following amounts in respect of the highest paid Director:

2011 2012 2013
£’000 £’000 £’000

Salary 350 197 192
Total pension and other post-employment benefit costs 23 19 19
Benefits in kind 2 2 2

––––––––––– ––––––––––– –––––––––––

Total 375 218 213
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

The remuneration of the highest paid director in 2011 included contractual salary arrears not accrued for in
the previous year. None of the Directors have exercised share options during the above periods.

During the year, two Directors (2012: two Directors, 2011: two Directors) participated in a private money
purchase defined contribution pension scheme.

7. Finance income and expense

2011 2012 2013
£’000 £’000 £’000

Recognised in profit or loss

Interest received on bank deposits 1 4 1
––––––––––– ––––––––––– –––––––––––

Total finance income 1 4 1
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

2011 2012 2013
Finance expense £’000 £’000 £’000

Bank loans – 1 3
Other loans 35 36 50
Finance lease 4 2 –
Interest on convertible loans 429 371 195
Non-equity preference shares 139 151 137

––––––––––– ––––––––––– –––––––––––

Total finance expense 607 561 385
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

8. Taxation

2011 2012 2013
£’000 £’000 £’000

Current tax credit

Current tax credited to the income statement 403 565 799
Adjustment in respect of prior year – – –

––––––––––– ––––––––––– –––––––––––

Total current tax credit 403 565 799

Deferred tax expense

Tax credit/(charge) for the year (4) 6 –
––––––––––– ––––––––––– –––––––––––

Total tax credit 399 571 799
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––
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The reasons for the difference between the actual tax charge for the year and the standard rate of corporation
tax in the United Kingdom applied to profits for the year are as follows:

2011 2012 2013
£’000 £’000 £’000

Loss before income tax (4,492) (4,565) (4,883)
Expected tax refund based on the standard rate of 
United Kingdom corporation tax at the domestic rate 
of 20% (2012: 20%, 2011: 20%) (898) (913) (977)
Fixed asset differences – 2 4
Expenses not deductible for tax purposes 114 105 67
Additional deduction for R&D expenditure (339) (561) (811)
Surrender of tax losses for R&D tax refund 219 439 653
Difference in capital allowances and depreciation/amortisation – (7) 5
Other short term timing differences – – 23
Unrelieved tax losses and other deductions arising in the period 505 364 237

––––––––––– ––––––––––– –––––––––––

Total tax credited to the income statement (399) (571) (799)
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

The taxation credit arises on the enhanced research and development tax credits accrued for the respective
periods.

Deferred tax

The movement on the deferred tax account is as shown below:

2011 2012 2013
£’000 £’000 £’000

Liability at 1 January (2) (6) –
Tax (expense)/credit recognised in profit and loss (4) 6 –

––––––––––– ––––––––––– –––––––––––

Liability at 31 December (6) – –
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

A deferred tax provision has arisen due to short term timing differences and the difference between capital
allowances and depreciation charged in the accounts.

Unused tax losses carried forward, subject to agreement with local tax authorities, were as follows:

Gross Unrecognised 
losses deferred tax
£’000 £’000

31 December 2011 7,801 1,560
31 December 2012 10,836 2,167
31 December 2013 13,004 2,601

A deferred tax asset has not been provided in this historical financial information due to uncertainty as to
the whether the asset would be recovered.
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9. Loss per share

2011 2012 2013
£’000 £’000 £’000

Numerator:
Loss used in basic EPS and diluted EPS (4,093) (3,994) (4,084)
Denominator:
Weighted average number of ordinary shares used
in basic EPS 1,844,408 2,457,493 2,855,057

––––––––––– ––––––––––– –––––––––––

Basic and diluted loss per share (£2.22) (£1.63) (£1.43)
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

The loss attributable to equity holders of the Company for the purpose of calculating the fully diluted loss
per share is identical to that used for calculating the basic loss per share. The exercise of share options or
conversion of convertible loan notes would have the effect of reducing the loss per share and is therefore
anti-dilutive under the terms of IAS 33 ‘Earnings per Share’.

10. Property, plant and equipment

Fixtures Leasehold Computer Laboratory
& fittings Improvements equipment equipment Total

£’000 £’000 £’000 £’000 £’000
Cost

At 1 January 2011 548 717 131 100 1,496
Additions 12 – 2 1 15
Exchange differences (12) (16) (2) – (30)

––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

At 31 December 2011 548 701 131 101 1,481
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Depreciation
At 1 January 2011 176 270 59 32 537
Charge for the year 75 71 18 24 188
Exchange differences (3) (6) (1) – (10)

––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

At 31 December 2011 248 335 76 56 715
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Net book value

At 1 January 2011 372 447 72 68 959
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

At 31 December 2011 300 366 55 45 766
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––
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Fixtures Leasehold Computer Laboratory
& fittings Improvements equipment equipment Total

£’000 £’000 £’000 £’000 £’000
Cost

At 1 January 2012 548 701 131 101 1,481
Additions 180 62 19 60 321
Exchange differences (12) (17) (3) – (32)

––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

At 31 December 2012 716 746 147 161 1,770
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Depreciation

At 1 January 2012 248 335 76 56 715
Charge for the year 76 71 19 27 193
Exchange differences (3) (6) (1) (4) (14)

––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

At 31 December 2012 321 400 94 79 894
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Net book value

At 31 December 2012 395 346 53 82 876
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Cost

At 1 January 2013 716 746 147 161 1,770
Additions 16 15 15 1 47
Exchange differences 16 6 3 – 25

––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

At 31 December 2013 748 767 165 162 1,842
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Depreciation

At 1 January 2013 321 400 94 79 894
Charge for the year 102 86 22 36 246
Exchange differences 7 9 2 – 18

––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

At 31 December 2013 430 495 118 115 1,158
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Net book value

At 31 December 2013 318 272 47 47 684
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Included within the total net book value of tangible fixed assets is £346k (2012: £397k 2011: £325k) in
respect of assets held under finance leases and similar hire purchase contracts. The depreciation charge
for the year on these assets was £90k (2012: £67k 2011: £61k). These assets were held as security in
respect of their finance lease obligations.

No other assets were held as security other than those on finance lease.
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11. Intangible assets

IT/Website
Costs
£’000

Cost

At 1 January 2011 7
–––––––––––

At 31 December 2011 7
–––––––––––

Amortisation
At 1 January 2011 5
Charge for the year 1

–––––––––––

At 31 December 2011 6
–––––––––––

Carrying value
At 1 January 2011 2

–––––––––––

At 31 December 2011 1
–––––––––––

Cost
At 1 January 2012 7
Additions 2

–––––––––––

At 31 December 2012 9
–––––––––––

Amortisation
At 1 January 2012 6
Charge for the year 1

–––––––––––

At 31 December 2012 7
–––––––––––

Carrying value
At 31 December 2012 2

–––––––––––

Cost
At 1 January 2013 9
Additions 3

–––––––––––

At 31 December 2013 12
–––––––––––

Amortisation
At 1 January 2013 7
Charge for the year 1

–––––––––––

At 31 December 2013 8
–––––––––––

Carrying value
At 31 December 2013 4

–––––––––––
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12. Investments

The principal subsidiaries of Midatech Limited, all of which are 100% owned and have been included in this
Historical Financial Information, are as follows:

Country of Nature of
Name incorporation business

Midatech Biogune SL Spain Research and development

PharMida AG Switzerland Research and development

Midatech Andalucía SL Spain Dormant

13. Joint arrangements

Country of Type of
Name incorporation Nature of business arrangement

Syntara LLC United States of Research and development partner Joint venture
America

MidaSol Therapeutics Cayman Islands Research and development partner Joint operation

The Group has a 50% (2012: 50% and 2011: 50%) interest in two joint arrangements: Syntara LLC and
MidaSol Therapeutics. The primary activity of these joint arrangements is to provide the partners with
collaborative research and development on drug delivery systems in the market, which is in line with the
Group’s strategy to develop a safe and effective drug delivery system.

Syntara LLC is a joint venture where the group has joint control over the separate legal entity. The group
equity accounts its interests in this arrangement; the results are immaterial to the financial statements.

MidaSol Therapeutics has a separate legal entity however no costs or revenues pass through it. The
company and its collaborative partner incur costs in respect of research of development and periodically
agree on a contribution from either side to ensure that both parties have incurred 50 per cent. of the total
costs. Contributions from their research partner are net against the costs to which they relate within research
and development and the arrangement is accounted for as a joint operation.

2011 2012 2013
£’000 £’000 £’000

Research and development spend on MidaSol Therapeutics 505 429 542
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

Year-end receivable due from joint operation partner – 127 140
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

14. Trade and other receivables

1 January
2011 2011 2012 2013
£’000 £’000 £’000 £’000

Trade receivables – – – 160
Other receivables 228 228 533 1,060

––––––––––– ––––––––––– ––––––––––– –––––––––––

Total financial assets 228 228 533 1,220

Prepayments 14 177 40 68
Total trade and other receivables 242 405 573 1,288
Less: non-current portion
– other receivables – (16) (197) (379)

––––––––––– ––––––––––– ––––––––––– –––––––––––

Current portion 242 389 376 909
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––
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Trade and other receivables do not contain any impaired assets other than a balance of £37,720 due from
Promida Holdings Limited, a related party (see note 27) as at 31 December 2013 (2012: £nil). The balance
was provided for in full as at 31 December 2013. The Group does not hold any collateral as security and
the maximum exposure to credit risk at the Consolidated Statement of Financial Position date is the fair
value of each class of receivable.

Book values approximate to fair value at 31 December 2013, 2012 and 2011 and 1 January 2011.

15. Cash and cash equivalents

1 January
2011 2011 2012 2013
£’000 £’000 £’000 £’000

Cash at bank available on demand 419 3,772 133 2,387
––––––––––– ––––––––––– ––––––––––– –––––––––––

Total cash and cash equivalents 419 3,772 133 2,387
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––

16. Trade and other payables

1 January
2011 2011 2012 2013
£’000 £’000 £’000 £’000

Current

Trade payables 516 572 563 522
Other payables 246 67 113 177
Accruals 81 83 137 58
Total financial liabilities, excluding loans 

and borrowings, classified as financial 

liabilities measured at amortised cost 843 722 813 757
––––––––––– ––––––––––– ––––––––––– –––––––––––

Tax and social security 75 90 60 78
Deferred revenue 367 296 530 212

––––––––––– ––––––––––– ––––––––––– –––––––––––

Total trade and other payables 1,285 1,108 1,403 1,047
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––

Book values approximate to fair value at 31 December 2013, 2012 and 2011 and 1 January 2011.

All current trade and other payables are payable within 3 months of the period end date shown above.

Government grants in UK

Midatech Limited received a development grant totalling £259k from the European Commission on
29 October 2012 under the Health Cooperation Work Programme of the 7th Framework Programme which
is recorded as deferred revenue at 31 December 2012. The collaborative project supported by this grant is
part of the EE-ASI European Research network. This grant was credited to development expenditure in
2013 to match the project expenditure.

Government grants/loans in Spain

Five tranches of government loans have been received in Midatech Biogune SL for the finance of research,
technical innovation and the construction of their laboratory. The loans are term loans which carry an interest
rate of 0 per cent., they are repayable over periods through to 2022. The loans carry default interest rates
in the event of scheduled repayments not being met. The loans are discounted at a market rate of interest
with the credit being classified as a grant within deferred revenue. The deferred grant revenue is released to
the income statement within research and development in the period to which the expenditure is recognised.

The debt element of the government loans is designated within note 17 as borrowings, the gross contractual
repayment of the loans is disclosed in note 18.
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17. Loans and borrowings

1 January
2011 2011 2012 2013
£’000 £’000 £’000 £’000

Current

Finance lease 86 52 96 47
Government and research loans 175 262 236 138
Convertible loans – – 1,945 –
Preference share dividends payable 635 774 926 1,063

––––––––––– ––––––––––– ––––––––––– –––––––––––

Total 896 1,088 3,203 1,248
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––

Non-current

Government and research loans 950 1,076 1,090 1,006
Convertible loan notes 1,174 1,585 – –
Preference shares 1,075 1,075 1,075 1,075
Finance lease 140 84 82 38

––––––––––– ––––––––––– ––––––––––– –––––––––––

Total 3,339 3,820 2,247 2,119
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––

Book values approximate to fair value at 31 December 2013, 2012 and 2011 and 1 January 2011.

£1,300k and £200k of convertible loan notes were issued on 20 August 2010 and 9 November 2010
respectively, these notes contained a derivative financial liability as set out in note 18. At the year end the
accrued interest amounted to 2013: £nil (2012: £446k, 2011: £232k, 2010: £25k). These loans were
converted to 234,196 Ordinary shares of £8.38 a share together with accrued interest on 11 February 2013.

Obligations under finance leases are secured by a fixed charge over the fixed assets to which they relate.

The group had no undrawn committed borrowing facilities at any period end. 

18. Financial instruments – risk management

The Group is exposed through its operations to the following financial risks:

● Credit risk

● Fair value or cash flow interest rate risk

● Foreign exchange risk

● Liquidity risk

In common with all other businesses, the Group is exposed to risks that arise from its use of financial
instruments. This note describes the Group’s objectives, policies and processes for managing those risks
and the methods used to measure them. Further quantitative information in respect of these risks is
presented throughout this Historical Financial Information.

Principal financial instruments

The principal financial instruments used by the Group, from which financial instrument risk arises, are as
follows:

● Trade receivables

● Cash and cash equivalents

● Trade and other payables

● Loans and borrowings

● Derivative financial liabilities
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A summary of the financial instruments held by category is provided below:

Financial assets – loans and receivables

1 January
2011 2011 2012 2013
£’000 £’000 £’000 £’000

Cash and cash equivalents 419 3,772 133 2,387
Trade receivables – net – – – 160
Other receivables 228 228 533 1,060

––––––––––– ––––––––––– ––––––––––– –––––––––––

Total financial assets 647 4,000 666 3,607
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––

Financial liabilities – amortised cost

1 January
2011 2011 2012 2013
£’000 £’000 £’000 £’000

Trade payables 516 572 563 522
Other payables 246 67 113 177
Accruals 81 83 137 58
Loans and borrowings 4,235 4,908 5,450 3,367

––––––––––– ––––––––––– ––––––––––– –––––––––––

Total financial liabilities 5,078 5,630 6,263 4,124
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––

Financial liabilities – fair value through profit or loss (FVTPL)

1 January
2011 2011 2012 2013
£’000 £’000 £’000 £’000

Derivative financial liability 459 459 459 –
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––

Total financial liabilities – FVTPL

There were no changes in the value of the derivative liability from 2010 to 2012. The derivative liability was
exercised in line with the fixed number of shares set out in the convertible loan instrument at inception and
there was no material difference in the value immediately before conversion and that held in the books. A
lower price would have been possible if Ordinary shares were issued at a value below £8.38 from the date
of issue of the instrument and conversion which would have impact the value of the derivative.

The fair value of the derivative element of the instrument was computed using an option pricing model and
was re-measured at each period end to establish whether it was materially different to its carrying value.

General objectives, policies and processes

The Board has overall responsibility for the determination of the Group’s risk management objectives and
policies and, whilst retaining ultimate responsibility for them, it has delegated the authority for designing and
operating processes that ensure the effective implementation of the objectives and policies to the Group’s
Management.
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The overall objective of the Board is to set policies that seek to reduce risk as far as possible without unduly
affecting the Group’s competitiveness and flexibility. Further details regarding these policies are set out below:

Credit risk

Credit risk is the risk of financial loss to the Group if a development partner or a counterparty to a financial
instrument fails to meet its contractual obligations. The Group is mainly exposed to credit risk from amounts
due from collaborative partners which is deemed to be low.

Credit risk also arises from cash and cash equivalents and deposits with banks and financial institutions.
For banks and financial institutions, only independently rated parties with high credit status are accepted.

The Group does not enter into derivatives to manage credit risk.

Quantitative disclosures of the credit risk exposure in relation to financial assets are set out below. Further
disclosures regarding trade and other receivables, which are neither past due nor impaired, are provided in
note 14.

The total exposure to credit risk of the group is equal to the total value of the financial assets held at each
year end as noted above.

Cash in bank

The Group is continually reviewing the credit risk associated with holding money on deposit in banks and
seeks to mitigate this risk by holding deposits with banks with high credit status.

Fair value and cash flow interest rate risk

The Group is not significantly exposed to cash flow interest rate risk from short term and long-term
borrowings at variable rate as the majority of borrowings with the exception of finance leases are held on
fixed rates.

During the period, the Group had a material amount of 0 per cent. borrowings denominated in euros.

The Group has minimal exposure to interest rate risk as it has had minimal borrowings on variable rates and
immaterial levels of interest paid and received in the 3 years ended 31 December 2013 on their variable rate
loans.

The Group’s exposure to fair value interest rate risk is also deemed to be immaterial.

Foreign exchange risk

Foreign exchange risk arises because the Group has a material operation located in Bilbao, Spain whose
functional currency is not the same as the functional currency of the Group. The Group’s net assets arising
from such overseas operations are exposed to currency risk resulting in gains or losses on retranslation into
sterling. Given the levels of materiality, the Group does not hedge its net investments in overseas operations
as the cost of doing so is disproportionate to the exposure.

Foreign exchange risk also arises when individual Group entities enter into transactions denominated in a
currency other than their functional currency; the Group’s transactions outside the UK to the US and Europe
drive foreign exchange movements where suppliers invoice in currency other than sterling. These
transactions are not hedged because the cost of doing so is disproportionate to the risk.

As of 31 December 2011, 2012 and 2013 the Group’s exposure to foreign exchange risk was not material.

Liquidity risk

Liquidity risk arises from the Group’s management of working capital. It is the risk that the Group will
encounter difficulty in meeting its financial obligations as they fall due.

It is the Group’s aim to settle balances as they become due.
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The Board reviews annual 12-month cash flow projections and raises funds as required to fund development
projects. Development expenditure can be curtailed as necessary to preserve liquidity.

The following table sets out the contractual maturities (representing undiscounted contractual cash-flows)
of financial liabilities:

Between Between Between
Up to 3 3 and 12 1 and 2 2 and 5 Over
months months years years 5 years

£’000 £’000 £’000 £’000 £’000
2011

Trade and other payables 722 – – – –
Finance leases 13 39 84 – –
Government research loans 1 70 127 478 646
Convertible loans – – 1,898 – –
Preference shares – – – – 1,075
Preference share dividends 
payable 774 – – – –

––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Total 1,510 109 2,109 478 1,721
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

£’000 £’000 £’000 £’000 £’000
2012

Trade and other payables 813 – – – –
Finance leases 24 72 82 – –
Government research loans 1 122 155 513 608
Convertible loans – 1,945 – – –
Preference shares – – – – 1,075
Preference share dividends 
payable 926 – – – –

––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Total 1,764 2,139 237 513 1,683
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

£’000 £’000 £’000 £’000 £’000
2013

Trade and other payables 757 – – – –
Finance leases 12 35 38 – –
Government research loans – 159 169 535 445
Preference shares – – – – 1,075
Preference share dividends 
payable 1,063 – – – –

––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Total 1,832 194 207 535 1,520
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

More details in regard to the line items are included in the respective notes:

● Trade and payables – note 16

● Loans and borrowings – note 17

Capital risk management

The Group monitors capital which comprises all components of equity (i.e. share capital, share premium,
foreign exchange reserve and retained deficit).

The Group’s objectives when maintaining capital are:

● to safeguard the entity’s ability to continue as a going concern, and

● to have sufficient resource to take development projects forward towards commercialisation.
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The Group continues to incur substantial operating expenses. Until the Group generates positive net cash
inflows from the commercialisation of its products it remains dependent upon additional funding through
the injection of equity capital from convertible loan notes, government funding and share issues. The Group
may not be able to generate positive net cash inflows in the future or to attract such additional required
funding at all, or on suitable terms. In such circumstances the development programmes may be delayed
or cancelled and business operations cut back.

The Group seeks to reduce this risk by keeping a tight control on expenditure, avoiding long-term supplier
contracts (other than clinical trials), prioritising development spend on products closest to potential revenue
generation, obtaining government grants (where applicable), maintaining a focused portfolio of products
under development and keeping shareholders informed of progress.

19. Fair value measurement of financial instruments

Financial assets and financial liabilities measured at fair value in the statement of financial position are grouped
into three Levels of a fair value hierarchy. The three Levels are defined based on the observability of significant
inputs to the measurement, as follows:

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

● Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly or indirectly

● Level 3: unobservable inputs for the asset or liability.

The Group has a derivative financial instrument that is a Level 3 financial instrument. This financial instrument
has been valued at inception, each statement of financial position date and on conversion using an option
pricing model with the following inputs:

Expected Option Risk free 
Valuation Assumed life Share price Strike price per share Volatility rate
date redemption years pence pence pence % %

31/08/2010 30/08/2012 2 8.38 8.38 3.21 70% 1%
31/12/2010 30/08/2012 1.67 8.38 8.38 2.94 70% 1%
31/12/2011 30/08/2012 0.67 8.38 8.38 1.89 70% 1%
31/12/2012 11/02/2013 0.12 9.75 8.38 1.71 70% 1%
11/02/2013 11/02/2013 0 9.75 8.38 1.37 70% 1%

20. Share capital

1 January
2011 2011 2012 2013

Number Number Number Number
Authorised

Ordinary shares of 0.01p each 11,509,245 11,509,245 11,509,245 11,940,981
A 7.5% preference shares of £1 each 1,000,000 1,000,000 1,000,000 1,000,000
B 15% preference shares of £1 each 75,000 75,000 75,000 75,000
C convertible preference shares of 0.01p each – – – 565,064

Number Number Number Number
Issued and fully paid

Ordinary shares of 0.01p each 1,631,469 2,457,493 2,457,493 2,889,229
A 7.5% preference shares of £1 each 1,000,000 1,000,000 1,000,000 1,000,000
B 15% preference shares of £1 each 75,000 75,000 75,000 75,000
C convertible preference shares of 0.01p each – – – 565,064
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1 January 
2011 2011 2012 2013

Issued and fully paid £ £ £ £
Classified as equity
Ordinary shares of 0.01p each 163 246 246 289
C convertible preference shares of 0.01p each – – – 57

––––––––––– ––––––––––– ––––––––––– –––––––––––

Total 163 246 246 346
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––

Classified as liabilities
A 7.5% preference shares of £1 each 1,000,000 1,000,000 1,000,000 1,000,000
B 15% preference shares of £1 each 75,000 75,000 75,000 75,000

––––––––––– ––––––––––– ––––––––––– –––––––––––

Total 1,075,000 1,075,000 1,075,000 1,075,000
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––

Rights attaching to the shares

Shares classified as equity

The holders of Ordinary Shares and C Preference Share in the capital of the Company shall have the following
rights and rank pari passu with one another:

(a) to receive notice of, to attend and to vote at all general meetings of the Company, in which case
shareholders shall have one vote for each share of which they are the holder.

(b) to receive such dividend as is declared by the Board on each share held; and

In the event of a distribution of assets, the capital return will be distributed as follows:

(i) C preference shareholders to receive original issue price;

(ii) A and B preference shareholders to receive an agreed amount per share as set out in the Company’s
Articles; and

(iii) C preference and ordinary shareholders to receive remaining capital and rank pari passu

Ordinary and C Preference shares are recorded as equity.

Shares classified as liabilities

The A and B Preference Shares have a nominal value of £1 and have right to a fixed cumulative dividend
preferential dividend at a rate of 7.5% and 15% respectively; dividends ceased to accrue from 28 October
2014. Accrued dividends shall rank equally amongst A and B Preference Shares and are compounded at
the end of each period. Preference dividends rank before any other class of share. The preference dividends
do not confer any further rights to participation in the profits or assets of the company. The preference shares
only become redeemable on a listing or change of control. Preference shareholders are entitled to attend
and speak at general meetings of the company but do not have the right of a vote.

A and B Preference Shares are categorised as liabilities and held at amortised cost.
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C’ 
Ordinary Preference Share Total 

Type of shares Shares Price consideration
Date of issue share issue Number Number £ £’000 Ref
2011
10 January 2011 Share issue 13,126 – 8.38 110
04 February 2011 Share issue 15,879 – 8.38 133
22 March 2011 Share issue 4,666 – 8.38 39
06 May 2011 Share issue 25,579 – 8.38 214
26 May 2011 Share issue 11,869 – 8.38 100
15 June 2011 Subscription option 251,635 – 8.38 2,109
05 December 2011 Subscription option 119,332 – 8.38 1,000
19 December 2011 Subscription option 383,938 – 8.38 3,217

––––––––––– –––––––––––

Total 2011 826,024 6,922
––––––––––– –––––––––––––––––––––– –––––––––––

2013

11 February 2013 Convertible loan 234,196 – 8.38 1,963 *
21 February 2013 Subscription option 16,489 – 13.70 226
27 February 2013 Subscription option 133,808 – 8.38 1,120
30 April 2013 Subscription option 5,474 – 13.70 75
10 May 2013 Subscription option 4,806 – 13.70 66
03 June 2013 Subscription option 962 – 13.70 13
18 June 2013 Subscription option 5,715 – 17.50 100
04 July 2013 Subscription option 14,286 – 17.50 250
15 July 2013 Subscription option 5,715 – 17.50 100
05 August 2013 Subscription option 2,857 – 17.50 50
08 August 2013 Subscription option 1,428 – 17.50 25
26 September 2013 Subscription option 3,000 – 17.50 53
27 September 2013 Subscription option 3,000 – 17.50 53
05 December 2013 Convertible – 144,552 8.95 1,294 **
05 December 2013 Share issue – 420,512 8.81 3,705

––––––––––– ––––––––––– –––––––––––

Total 2013 431,736 565,064 9,093
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

* Satisfied by the conversion of £1,500,000 of loan notes accrued interest of £462,561
** The Company also issued 5 warrants for every 4 ‘C’ preference shares subscribed

Upon the completion of the £3.8 million equity investment, the B preference shares were transferred for a
cash consideration of £295,559 to the venture capital organisation which granted the Company an
irrevocable option to acquire all of the B preference shares for nil consideration.

21. Reserves

The following describes the nature and purpose of each reserve within equity

Reserve Description and purpose

Share premium Amount subscribed for share capital in excess of nominal value.

Foreign exchange reserve Gains/losses arising on retranslating the net assets of overseas operations
into sterling.

Retained deficit All other net gains and losses and transactions with owners (e.g. dividends)
not recognised elsewhere.
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22. Leases

The Group had commitments under non-cancellable operating leases as set out below:

Land and
buildings Other

£’000 £’000
2011

In one year or less 39 –
Between one and five years – –
In five years or more – –

––––––––––– –––––––––––

39 –
––––––––––– –––––––––––

Land and
Buildings Other

£’000 £’000
2012

In one year or less 48 –
Between one and five years 77 –
In five years or more – –

––––––––––– –––––––––––

125 –
––––––––––– –––––––––––

Land and
buildings Other

£’000 £’000
2013

In one year or less 48 67
Between one and five years 50 56
In five years or more – –

––––––––––– –––––––––––

98 123
––––––––––– –––––––––––

23. Retirement benefits

The Group operates a defined contribution pension scheme for the benefit of its employees. The assets of
the scheme are administered by trustees in a fund independent from those of the Group. The pension costs
charged for each year are listed below:

2011 2012 2013
£’000 £’000 £’000

Defined contribution pension scheme 134 176 177
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24. Share-based payment

Share Options

The Group has granted the following options:

The Company has issued options over ordinary shares under the Midatech Limited 2008 unapproved share
option scheme. Exercise of an option is subject to continued employment.

The directors have valued the options using the Black-Scholes option-pricing model and concluded that
the IFRS 2 share option charge arising from the grants is immaterial and has therefore not been recorded in
the financial statements.

2011

At At Exercise 
Date of Grant 1 January Granted Exercised Forfeits 31 December Price

31 December 2008 24,266 – – (1,155) 23,111 £2.85
25 March 2009 12,500 – – – 12,500 £7.97
1 September 2009 6,250 – – – 6,250 £7.97
1 April 2010 12,555 – – – 12,555 £8.00
30 April 2010 7,750 – – – 7,750 £8.00
13 September 2011 – 1,500 – – 1,500 £8.38

––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

63,321 1,500 – (1,155) 63,666
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Options exercisable at 31 December 56,718
–––––––––––

Weighted average exercise price £6.13
–––––––––––

2012

At At Exercise 
Date of Grant 1 January Granted Exercised Forfeits 31 December Price

31 December 2008 23,111 – – – 23,111 £2.85
25 March 2009 12,500 – – – 12,500 £7.97
1 September 2009 6,250 – – – 6,250 £7.97
1 April 2010 12,555 – – – 12,555 £8.00
30 April 2010 7,750 – – – 7,750 £8.00
13 September 2011 1,500 – – – 1,500 £8.38
20 April 2012 – 23,898 – – 23,898 £8.38

––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

63,666 23,898 – – 87,564
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Options exercisable at 31 December 62,057
–––––––––––

Weighted average exercise price £6.75
–––––––––––
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2013

At At Exercise 
Date of Grant 1 January Granted Exercised Forfeits 31 December Price

31 December 2008 23,111 – – (800) 22,311 £2.85
25 March 2009 12,500 – – (12,500) – £7.97
1 September 2009 6,250 – – – 6,250 £7.97
1 April 2010 12,555 – – – 12,555 £8.00
30 April 2010 7,750 – – – 7,750 £8.00
13 September 2011 1,500 – – – 1,500 £8.38
20 April 2012 23,898 – – – 23,898 £8.38
1 May 2013 – 50,000 – – 50,000 £13.70

––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

87,564 50,000 – (13,300) 124,264
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Options exercisable at 31 December 74,264
–––––––––––

Weighted average exercise price £9.45
–––––––––––

In addition to the above the following options were issued:

On 13 November 2009 subscription options over 12,500 ordinary shares exercisable over a 5 year period
were issued at an exercise price of £8.00 per share. On 5 December 2013 the expiry date of part of this
option over 9,375 ordinary shares was extended to 13 November 2019.

On 15 June 2010 an option to subscribe for up to 133,808 ordinary shares was issued over a 3 year period.
The option was exercised in full on 27 February 2013 for a cash consideration of £1,121,311.

Upon the issuance of convertible loan notes on 20 August 2010, subscription options over 1,282,813
ordinary shares were issued as follows:

● A subscription option of 29,833 ordinary shares exercisable over 5 years at an exercise price of £8.38
per share. On 5 December 2013 the expiry date of part of this option over 20,883 ordinary shares was
extended to 20 August 2020.

● A subscription option of up to a maximum of 417,660 ordinary shares exercisable over 6 months from
19 December 2010 at an exercise price of £8.38 per share. On 19 June 2011, pursuant to the exercise
of this option, 251,635 ordinary shares of 0.01p each were issued for a cash consideration of
£2.1 million.

● Two subscription options of up to a maximum of 417,660 ordinary shares each at an exercise price of
£8.38 per share exercisable on a “follow on” basis to match any exercise of the above option. Following
the exercise of the above option, the two options of 251,635 ordinary shares each were to be exercised
by 19 December 2011. On 5 December 2011, 119,332 options were exercised and the remaining
options over 383,938 shares were exercised on 19 December 2011.

On 29 October 2012 the Company issued subscription options over 119,332 ordinary shares at an exercise
price of £8.38 per share and over 182,482 ordinary shares at an exercise price of £13.70 per share. Both
options were valid until 30 June 2013. On 31 January 2013 options over 16,489 ordinary shares were
exercised for an aggregate cash consideration of £225,899.

25. Capital commitments

The Group had no capital commitments at 1 January 2011, 31 December 2011, 31 December 2012 and
31 December 2013.

26. Contingent liabilities

The Group had no contingent liabilities at 1 January 2011, 31 December 2011, 31 December 2012 and
31 December 2013.
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27. Related parties

Details of Directors’ remuneration are given in note 6.

Transactions with Lascaux Pharmaceuticals Limited

Lascaux Pharmaceuticals Limited is a related party as Prof. T Rademacher was a director of both Lascaux
Pharmaceuticals Limited and Midatech Limited (Prof. Rademacher resigned as a director of Midatech Limited
on 15 June 2014).

2011

During the period, Lascaux Pharmaceuticals Limited received from Midatech Limited £75,502 (2010:
£53,438) relating to rent and service charge. At year end the balance owed to Lascaux Pharmaceuticals
Limited was £5,436 (2010: £447).

2012

During the period, Lascaux Pharmaceuticals Limited received from Midatech Limited £78,331 (2011:
£75,502) relating to rent and service charge. At year end the balance owed to Lascaux Pharmaceuticals
Limited was £919 (2011: £5,436).

2013

During the period, Lascaux Pharmaceuticals Ltd invoiced Midatech Ltd £76,856 (2012: £78,331) in relation
to rent and service charge. In addition, Midatech Ltd settled various office costs on behalf of Lascaux
Pharmaceuticals Ltd. At year end the balance owed by Lascaux Pharmaceuticals Ltd was £6,237 (2012:
£919 was owed to Lascaux Pharmaceuticals Ltd).

Transactions with Sylus Pharmaceuticals Limited

Sylus Pharmaceuticals Limited is a related party as Prof. T Rademacher and Dr S. de Vries were directors
of both Sylus Pharmaceuticals Limited and Midatech Limited (Prof. Rademacher resigned as a director of
Midatech Limited on 15 June 2014).

2011

During the period, Midatech Limited paid patent agent fees on the behalf of Sylus Pharmaceuticals Limited
for £19,546 (2010: £16,063). At year end the balance owed by Sylus Pharmaceuticals Limited was £89,900
(2010: £70,344).

Prior to entering into a formal Evaluation Agreement with Midatech Limited, Sylus Pharmaceuticals Limited
has carried out the following pilot studies for the benefit of both parties:

● Under a Material Transfer Agreement, provision of angiotensine II peptides to Midatech Limited for
attachment to nanoparticles by Midatech Limited for the diagnosis of pre-eclamptic auto-antibodies;

● Under a Material Transfer Agreement, provision of inositolphosphoglycans for attachment to
nanoparticles by Midatech Limited.

2012

During the period, Sylus Pharmaceuticals Limited invoiced Midatech Limited £102,000 for research services
and Midatech Limited paid patent agent fees on the behalf of Sylus Pharmaceuticals Limited for £18,139
(2011: £19,546). At year end the balance owed by Sylus Pharmaceuticals Limited was £6,039 (2011:
£89,900).

2013

At year end the balance owed by Sylus Pharmaceuticals Ltd was £108,039 however the balance owed to
Sylus in respect of the pilot studies carried out in 2012 was £102,000 (net amount owed by Sylus in 2012:
£6,039).

145



Transactions with MonoSol RX, LLC

The Directors consider Monosol RX, LLC to be a related party by virtue of the fact that MonoSol RX, LLC is
a shareholder of the company and are a collaborative partner in the MidaSol Therapeutics joint operation.

2011

During the period Midatech Limited received from MonoSol RX, LLC £505,422 (2010: £278,496) for research
services.

2012

During the period Midatech Limited received from MonoSol RX, LLC £428,834 (2011: £505,422) for research
services.

During 2012 MonoSol RX LLC and Midatech Ltd formed a strategic joint venture, MidaSol Therapeutics GP
focusing on the commercialization, via partnering or licensing, of products that have combined the intellectual
property of the companies’ respective technologies in the primary treatment of diabetes.

2013

During the period Midatech Ltd received from MonoSol RX, LLC £541,612 (2012: £428,834) for research
services.

Transactions with LHR Pharma Consulting Ltd

LHR Pharma Consulting Ltd is a related party as it is owned by Prof T Radermacher’s son.

2011

There were no transactions with LHR Pharma Consulting Ltd during 2011 and 2012.

2013

During the period, LHR Pharma Consulting Ltd invoiced Midatech Ltd £1,250 (2011: £nil) for analytical work.

2013

During the period, LHR Pharma Consulting Ltd invoiced Midatech Ltd £6,825 (2012: £1,250) for analytical
work.

Loan Balance to ProMida Holdings Ltd

The Directors consider ProMida Holdings Ltd to be a related party by virtue of ProMida Holdings Ltd being
owned by 3 of the Directors of Midatech Limited (including Prof. T Rademacher, who resigned as a director
of Midatech Limited on 15 June 2014, and Storme Moore-Thornicroft, who resigned as a director of
Midatech Limited on 3 October 2014).

2011

During the year, Midatech Limited incurred costs on behalf of ProMida Holdings Limited. As at 31 December
2011 ProMida Holdings Limited owed £23,042 (2010: £18,677) to Midatech Limited.

2012

During the year, Midatech Limited incurred costs on behalf of ProMida Holdings Limited. As at 31 December
2012 ProMida Holdings Limited owed £30,698 (2010: £23,042) to Midatech Limited.

2013

During the year, Midatech Limited incurred costs on behalf of ProMida Holdings Limited. As at 31 December
2013 the outstanding balance owed by ProMida Holdings Ltd to Midatech Ltd of £37,720 (2012: £30,698)
was fully provided against due to concerns regarding the ability of ProMida Holdings Ltd to pay this liability.
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28. Events after the reporting period

Subsequent to the year-end, on 23 January 2014, the Company issued 39,853 ordinary shares of 0.01p
each at par value to shareholders who had previously invested at £13.70 and £17.50 in order to effectively
reduce the share price to the equivalent of the £5 million equity investment that was concluded on
5 December 2013.

Number of Total 
ordinary Share consideration

shares price (£)
Date of issue

23 January 2014 39,853 par 4
–––––––––––

39,853 4
Number of ordinary shares in issue as at 1 January 2014 2,889,229

–––––––––––

Number of ordinary shares in issue to date 2,929,082
––––––––––––––––––––––

Subsequent to the year end the group offered a rights issue to existing shareholders under which 617,050
£5.13 Ordinary and C Preference shares were subscribed to in the months of July to August 2014.

On 13 November 2014 the entire issued share capital of the Company was acquired by Midatech Pharma
PLC following completion of the Share Exchange Agreement.

29. Ultimate controlling party

The directors do not consider that there is an ultimate controlling party.

30. Transition to IFRS

In accordance with IFRS 1, a reconciliation is provided here of the Group’s equity and profit reported
previously under UK GAAP to the equity and total comprehensive income reported in accordance with IFRS
in this Historical Financial Information.

2011 2012 2013
£’000 £’000 £’000

Total equity reported under UK GAAP (924) (4,944) 602
Convertible loan – effective interest (204) (147) 158

––––––––––– ––––––––––– –––––––––––

Total equity reported under IFRS (1,128) (5,091) 760
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

2011 2012 2013
£’000 £’000 £’000

Total profit reported under UK GAAP (3,889) (3,847) (4,242)
Convertible loan – effective interest (204) (147) 158

––––––––––– ––––––––––– –––––––––––

Total comprehensive loss reported under IFRS (4,093) (3,994) (4,084)
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

Principal reconciling item

During the 3 year period the group had hybrid convertible loan instruments. Under IFRS these loans were
required to be split between derivative debt element, equity and a loan under amortised cost. The equity
element of the liability was deemed to be immaterial and was accounted for within the derivative liability.
This has had the effect of altering the impact of the interest charged across the 3 year period. At the point
at which the loan instrument has been converted, the UK GAAP to IFRS cumulative difference is eliminated.
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Statement of cash flows

There were no material differences other than presentation with regards to a statement of cash flows. No
cash flow statement was ever presented under UK GAAP for the Midatech Limited group as the company
was treated as small in accordance with the Companies Act 2006.
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SECTION C – UNAUDITED FINANCIAL INFORMATION ON MIDATECH LIMITED

FOR THE SIX MONTHS ENDED 30 JUNE 2014

Condensed consolidated statements of comprehensive income

for the six months ended 30 June 2014

Six months Six months
ended ended Year ended

30 June 30 June 31 December
Note 2014 2013 2013

£’000 £’000 £’000

Revenue 36 16 147
Research and development costs (1,260) (1,102) (1,925)
Administrative costs (1,862) (1,288) (2,721)

––––––––––– ––––––––––– –––––––––––

Operating loss (3,086) (2,374) (4,499)

Finance income 2 – 1
Finance expense (90) (117) (385)

––––––––––– ––––––––––– –––––––––––

Loss before tax (3,174) (2,491) (4,883)

––––––––––– ––––––––––– –––––––––––

Taxation 4 376 398 799
––––––––––– ––––––––––– –––––––––––

Loss after tax (2,798) (2,093) (4,084)

Other comprehensive loss, net of tax:

Items that will be reclassified subsequently to 
profit and loss when specific conditions are met
Exchange gains arising on translation of foreign 
operations (20) (4) 5

––––––––––– ––––––––––– –––––––––––

Total comprehensive loss attributable to the 

owners of the parent (2,818) (2,097) (4,079)
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

Loss per share:

Basic and diluted per ordinary share 3 (£0.79) (£0.76) (£1.43)
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––
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Condensed statements of financial position

for the six months ended 30 June 2014

30 June 30 June 31 December
Note 2014 2013 2013

£’000 £’000 £’000
Assets

Non-current assets

Property, plant and equipment 761 765 684
Intangibles 5 3 4
Investment in equity accounted joint venture – 49 12
Other receivables due in greater than one year 349 190 379

––––––––––– ––––––––––– –––––––––––

Total non-current assets 1,115 1,007 1,079

Current assets

Taxation 374 402 799
Trade and other receivables 402 165 909
Cash and cash equivalents 1,868 277 2,387

––––––––––– ––––––––––– –––––––––––

Total current assets 2,644 844 4,095
––––––––––– ––––––––––– –––––––––––

Total assets 3,759 1,851 5,174

Liabilities

Current liabilities

Trade and other payables 780 1,600 1,047
Borrowings 1,330 1,180 1,248

––––––––––– ––––––––––– –––––––––––

Total current liabilities 2,110 2,780 2,295

Non-current liabilities

Borrowings 2,219 2,238 2,119
––––––––––– ––––––––––– –––––––––––

Total non-current liabilities 2,219 2,238 2,119
––––––––––– ––––––––––– –––––––––––

Total liabilities 4,329 5,018 4,414
––––––––––– ––––––––––– –––––––––––

Total net (liabilities)/assets (570) (3,167) 760
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

Equity attributable to owners of the 

parent company

Share capital 6 – – –
Share premium reserve 21,055 15,529 21,018
Shares to be issued 1,451 – –
Foreign exchange reserve 122 133 142
Retained deficit (23,198) (18,829) (20,400)

––––––––––– ––––––––––– –––––––––––

Total equity (570) (3,167) 760
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––
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Condensed statements of cash flows

for the six months ended 30 June 2014

Six months to Six months to Year ended
30 June 30 June 31 December

2014 2013 2013
£’000 £’000 £’000

Cash flows from operating activities

Loss for the year before tax (3,174) (2,491) (4,883)
Adjustments for:
Depreciation of tangible fixed assets 106 134 246
Loss on disposal of tangible fixed assets 57 – –
Amortisation of intangible assets – – 1
Net interest expense 88 141 384

––––––––––– ––––––––––– –––––––––––

Cash flows from operating activities before 

changes in working capital (2,923) (2,216) (4,252)

Increase/(decrease) in trade and other receivables 426 166 (442)
Increase/(decrease) in trade and other payables (268) 198 (330)

––––––––––– ––––––––––– –––––––––––

Cash generated from/(used in) operations 158 364 (772)
––––––––––– ––––––––––– –––––––––––

Taxes received 799 588 588
––––––––––– ––––––––––– –––––––––––

Net cash used in operating activities (1,966) (1,264) (4,436)
––––––––––– ––––––––––– –––––––––––

Cash flows from investing activities

Purchases of property, plant and equipment (240) (23) (47)
Purchase of intangibles – (1) (3)
Investment in joint venture 12 – –
Interest received 2 – –

––––––––––– ––––––––––– –––––––––––

Net cash used in investing activities (226) (24) (50)
––––––––––– ––––––––––– –––––––––––

Financing activities

Interest paid (2) (8) (15)
Payment to finance lease creditors (24) (48) (93)
Repayment of borrowings – (113) (200)
Issue of borrowings 99 – –
Issue of convertible debt – – 1,251
Share issues 1,600 1,601 5,797

––––––––––– ––––––––––– –––––––––––

Net cash generated from financing activities 1,673 1,432 6,740
––––––––––– ––––––––––– –––––––––––

Net (decrease)/increase in cash and cash 

equivalents (519) 144 2,254
Cash and cash equivalents at beginning of 

year 2,387 133 133
––––––––––– ––––––––––– –––––––––––

Cash and cash equivalents at end of year 1,868 277 2,387
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––
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Condensed statements of changes in equity

for the six months ended 30 June 2014

Shares Foreign
Share Share to be exchange Retained Total
capital premium issued reserve deficit Equity
£’000 £’000 £’000 £’000 £’000 £’000

At 1 January 2013 – 11,966 – 137 (17,194) (5,091)
Loss for the period – – – – (2,093) (2,093)
Foreign exchange translation – – – (4) – (4)

––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Total comprehensive loss – – – (4) (2,093) (2,097)
––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Conversion of convertible 
loan notes – – – – 458 458
Issue of shares – 3,563 – – – 3,563

––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

At 30 June 2013 – 15,529 – 133 (18,829) (3,167)

Loss for the period – – – – (1,991) (1,991)
Foreign exchange translation – – – 9 – 9

––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Total comprehensive 
income/(loss) – – – 9 (1,991) (1,982)

––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Conversion of convertible 
loan notes – – – – 126 126
Issue of shares – 5,530 – – – 5,530
Cost of share issues – (41) – – – (41)
Capital contribution – – – – 294 294

––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

At 31 December 2013 – 21,018 – 142 (20,400) 760

Loss for the period – – – – (2,798) (2,798)
Foreign exchange translation – – – (20) – (20)

––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Total comprehensive loss – – – (20) (2,798) (2,818)
––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Issue of shares – 38 – – – 38
Cost of share issues – (1) – – – (1)
Shares to be issued – – 1,451 – – 1,451

––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

At 30 June 2014 – 21,055 1,451 122 (23,198) (570)
––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––
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Notes forming part of the condensed interim financial information

for the six months ended 30 June 2014

1. Basis of preparation

Midatech Limited (the “Company”) is a company domiciled in England. The Group’s consolidated Historical
Financial Information (HFI) set out in Section B of Part IV and this condensed interim financial information
have been prepared in accordance with IFRS and International Accounting Standards (IAS) as adopted by
the European Union (EU). The accounting policies applied are consistent with those described in the HFI for
Midatech Limited.

The condensed interim financial information contained in this interim statement does not constitute financial
statements as defined by section 434(3) of the Companies Act 2006. The condensed interim financial
information has been neither audited nor reviewed by the Group’s auditors. The financial information for the
year ended 31 December 2013 is derived from the HFI of Midatech Limited and included an accountants
report, which was unqualified and did not contain any statement under section 498(2) or 498(3) of the
Companies Act 2006.The comparative financial information for the year ended 31 December 2013 and six
month period ended 30 June 2013 does not constitute the full statutory accounts for those periods.

There are no additional standards or interpretations applicable to the group for the accounting period
commencing 1 January 2014 for adoption.

In preparing the condensed interim financial information the Directors have considered the Group’s financial
projections, borrowing facilities and other relevant financial matters, and the Board is satisfied that there is
a reasonable expectation that the Group has adequate resources to continue in operational existence for
the foreseeable future. For this reason the Directors continue to adopt the going concern basis in preparing
the financial information.

2. Accounting policies

The accounting policies applied are consistent with those of the HFI for the year ended 31 December 2013.
Taxes on income in the interim periods are accrued using the tax rate that would be applicable to expected
total annual earnings.

Some of the significant accounting policies require management to make difficult, subjective or complex
judgments or estimates. The policies which management consider critical because of the level of complexity,
judgment or estimation involved in their application and their impact on the financial information is:

● Revenue recognition

● Intangible asset recognition

● Deferred tax recognition

● Useful lives of plant and equipment.

3. Earnings per share

Six months to Six months to Year ended
30 June 30 June 31 December

2014 2013 2013
£’000 £’000 £’000

Numerator:
Loss used in basic EPS and diluted EPS (2,798) (2,093) (4,084)
Denominator:
Weighted average number of ordinary shares used
in basic EPS 3,552,503 2,743,749 2,855,057

––––––––––– ––––––––––– –––––––––––

Basic and diluted loss per share (£0.79) (£0.76) (£1.43)
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––
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The loss attributable to equity holders of the Company for the purpose of calculating the fully diluted loss
per share is identical to that used for calculating the basic loss per share. The exercise of share options or
conversion of convertible loan notes would have the effect of reducing the loss per share and is therefore
anti-dilutive under the terms of IAS 33 ‘Earnings per Share’.

4. Taxation on loss on ordinary activities

The income tax R&D tax credit is recognised based on management’s best estimate of the weighted average
annual R&D tax credit expected for the full year.

5. Segment information

The Group is organised and operates as one operating segment. The research and development activities
involve the discovery and development of pharmaceutical products in the field of nanomedicine.

6. Share capital

1 January 30 June 30 June 31 December
2013 2014 2013 2013

Number Number Number Number
Authorised

Ordinary shares of 0.01p each 11,509,245 11,940,981 11,940,981 11,940,981
A 7.5% preference shares of £1 each 1,000,000 1,000,000 1,000,000 1,000,000
B 15% preference shares of £1 each 75,000 75,000 75,000 75,000
C convertible preference shares of 0.01p each – – – 565,064

Number Number Number Number
Issued and fully paid

Ordinary shares of 0.01p each 2,457,493 3,142,610 2,853,228 2,889,229
A 7.5% preference shares of £1 each 1,000,000 1,000,000 1,000,000 1,000,000
B 15% preference shares of £1 each 75,000 75,000 75,000 75,000
C convertible preference shares of 0.01p each – 565,064 – 565,064

1 January 30 June 30 June 31 December
2013 2014 2013 2013

£ £ £ £
Issued and fully paid

Classified as equity
Ordinary shares of 0.01p each 246 314 286 289
C convertible preference shares of 0.01p each – 57 – 57

––––––––––– ––––––––––– ––––––––––– –––––––––––

Total 246 371 286 346
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––

Classified as liabilities
A 7.5% preference shares of £1 each 1,000,000 1,000,000 1,000,000 1,000,000
B 15% preference shares of £1 each 75,000 75,000 75,000 75,000

––––––––––– ––––––––––– ––––––––––– –––––––––––

Total 1,075,000 1,075,000 1,075,000 1,075,000
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––

Rights attaching to the shares

Shares classified as equity

The holders of Ordinary Shares and C Preference Share in the capital of the Company shall have the following
rights and rank pari passu with respect to the following:-

(a) to receive notice of, to attend and to vote at all general meetings of the Company, in which case
shareholders shall have one vote for each share of which he is the holder; and

(b) to receive such dividend as is declared by the Board on each share held.
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In the event of a distribution of assets, the capital return will be distributed as follows:

(i) C preference shareholders to receive original issue price;

(ii) A and B preference shareholders to receive an agreed amount per share as set out in the Company’s
Articles; and

(iii) C preference and ordinary shareholders to receive remaining capital and rank pari passu.

Ordinary and C Preference shares are recorded as equity.

Shares classified as liabilities

The A and B Preference Shares have a nominal value of £1 and have right to a fixed cumulative preferential
dividend at a rate of 7.5 per cent. and 15 per cent. respectively. Accrued dividends shall rank equally
amongst A and B Preference Shares and are compounded at the end of each period. Preference dividends
rank before any other class of share. The preference dividends do not confer any further rights to participation
in the profits or assets of the company. The preference shares only become redeemable on a listing or
change of control. Preference shareholders are entitled to attend and speak at general meetings of the
company but do not have the right of a vote.

A and B Preference Shares are categorised as liabilities and held at amortised cost.

C’ 
Ordinary Preference Share Total 

Type of shares Shares Price consideration
Date of issue share issue Number Number £ £’000 Ref
2013

11 February 2013 Convertible loan 234,196 – 8.38 1,963 *
21 February 2013 Subscription option 16,489 – 13.70 226
27 February 2013 Subscription option 133,808 – 8.38 1,120
30 April 2013 Subscription option 5,474 – 13.70 75
10 May 2013 Subscription option 4,806 – 13.70 66
03 June 2013 Subscription option 962 – 13.70 13
18 June 2013 Subscription option 5,715 – 17.50 100

––––––––––– ––––––––––– –––––––––––

Total 30 June 2013 401,450 – 3,563
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

4 July 2013 Subscription option 14,286 – 17.50 250
15 July 2013 Subscription option 5,715 – 17.50 100
05 August 2013 Subscription option 2,857 – 17.50 50
08 August 2013 Subscription option 1,428 – 17.50 25
26 September 2013 Subscription option 3,000 – 17.50 53
27 September 2013 Subscription option 3,000 – 17.50 53
05 December 2013 Convertible – 144,552 8.95 1,294 **
05 December 2013 Share issue – 420,512 8.81 3,705
Total 30 December 2013 30,286 565,064 5,530

––––––––––– ––––––––––– –––––––––––

Total 2013 431,736 565,064 9,093
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

2014

19 April 2014 Subscription option 244,881 – 0.15 37
13 June 2014 Subscription option 8,500 – 0.15 1

––––––––––– ––––––––––– –––––––––––

Total 30 June 2014 253,381 – 38
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

* Satisfied by the conversion of £1,500,000 of loan notes and accrued interest of £462,561
** The Company also issued 5 warrants for every 4 ‘C’ preference shares subscribed
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Upon the completion of a £3.8 million equity investment, the B preference shares were transferred for a
cash consideration of £295,559 to the venture capital organisation which granted the Company an
irrevocable option to acquire all of the B preference shares for nil consideration.

7. Related parties

2013

Transactions with Lascaux Pharmaceuticals Limited

Lascaux Pharmaceuticals Limited is a related party as Prof. T Rademacher is a director of both Lascaux
Pharmaceuticals Limited and Midatech Limited (Prof. Rademacher resigned as a director of Midatech Limited
on 15 June 2014).

During the period, Lascaux Pharmaceuticals Limited invoiced Midatech Limited £76,856 (2012: £78,331) in
relation to rent and service charge. In addition, Midatech Limited settled various office costs on behalf of
Lascaux Pharmaceuticals Limited. At year end the balance owed by Lascaux Pharmaceuticals Limited was
£6,237 (2012: £919 was owed to Lascaux Pharmaceuticals Limited).

Transactions with Sylus Pharmaceuticals Limited

Sylus Pharmaceuticals Limited is a related party as Prof. T Rademacher and Dr S. de Vries are directors of
both Sylus Pharmaceuticals Limited and Midatech Limited (Prof. Rademacher resigned as a director of
Midatech Limited on 15 June 2014).

Prior to entering into a formal Evaluation Agreement with Midatech Limited, Sylus Pharmaceuticals Limited
has carried out the following pilot studies for the benefit of both parties:
– Under a Material Transfer Agreement, provision of angiotensine II peptides to Midatech Limited for

attachment to nanoparticles by Midatech Limited for the diagnosis of pre-eclamptic auto-antibodies;
– Under a Material Transfer Agreement, provision of inositolphosphoglycans for attachment to

nanoparticles by Midatech Limited.

At year end the balance owed by Sylus Pharmaceuticals Limited was £108,039 however the balance owed
to Sylus in respect of the pilot studies carried out in 2012 was £102,000 (net amount owed by Sylus in
2012: £6,039).

Transactions with LHR Pharma Consulting Limited

LHR Pharma Consulting Limited is a related party as it is owned by Prof T Radermacher’s son.

During the period, LHR Consulting Limited invoiced Midatech Limited £6,825 (2012: £1,250) for analytical
work.

Transactions with MonoSol RX, LLC

The Directors consider MonoSol RX, LLC to be a related party by virtue of the fact that MonoSol RX, LLC
is a shareholder of the Company. Midatech Limited received from MonoSol RX, LLC £541,612 (2012:
£428,834) for research services.

Loan Balance to Promida Holdings Limited

The Directors consider Promida Holdings Limited to be a related party by virtue of Promida Holdings Limited
being owned by 3 of the Directors of Midatech Limited (including Prof. T Rademacher, who resigned as a
director of Midatech Limited on 15 June 2014, and Storme Moore-Thornicroft, who resigned as a director
of Midatech Limited on 3 October 2014). During the year the outstanding balance owed by Promida Holdings
Limited to Midatech Limited of £37,720 was fully provided against due to concerns regarding the ability of
Promida Holdings Limited to pay this liability.
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2014

Transactions with Lascaux Pharmaceuticals Limited

Lascaux Pharmaceuticals Limited is a related party as Prof. T Rademacher is a director of both Lascaux
Pharmaceuticals Limited and Midatech Limited (Prof. Rademacher resigned as a director of Midatech Limited
on 15 June 2014).

During the period, Lascaux Pharmaceuticals Limited invoiced Midatech Limited £18,996 (2013: £76,856) in
relation to rent and service charge. In addition, Lascaux Pharmaceuticals Limited paid Midatech Limited
£11,260 in settlement for assets which had been owned by Lascaux Pharmaceutical Limited but paid for
by Midatech Limited. At year end the balance owed by Lascaux Pharmaceuticals Limited was £3,407 (2012:
£6,237) was owed to Lascaux Pharmaceuticals Limited).

Transactions with Sylus Pharmaceuticals Limited

Sylus Pharmaceuticals Limited is a related party as Prof. T Rademacher and Dr S. de Vries are directors of
both Sylus Pharmaceuticals Limited and Midatech Limited (Prof. Rademacher resigned as a director of
Midatech Limited on 15 June 2014).

At year end the balance owed by Sylus Pharmaceuticals Limited was £nil (2013: £6,039). There were no
transactions with Sylus Pharmaceuticals Limited during the period.

Transactions with LHR Pharma Consulting Limited

LHR Pharma Consulting Limited is a related party as it is owned by Prof T Radermacher’s son.

During the period, LHR Consulting Limited invoiced Midatech Limited £8,125 (2013: £6,825) for analytical
work.

Transactions with MonoSol RX, LLC

The Directors consider MonoSol RX, LLC to be a related party by virtue of the fact that MonoSol RX, LLC
is a shareholder of the Company. Midatech Limited received from MonoSol RX, LLC £95,181 (2013:
£541,612) for research services.

Loan Balance to Promida Holdings Limited

The Directors consider Promida Holdings Limited to be a related party by virtue of Promida Holdings Limited
being owned by 3 of the Directors of Midatech Limited (including Prof. T Rademacher, who resigned as a
director of Midatech Limited on 15 June 2014, and Storme Moore-Thornicroft, who resigned as a director
of Midatech Limited on 3 October 2014). During the year the outstanding balance owed by Promida Holdings
Limited to Midatech Limited of £37,720 was fully provided against due to concerns regarding the ability of
Promida Holdings Limited to pay this liability.

8. Dividends

No interim dividend has been proposed or recommended during the period.

9. Events after the reporting period

The Company undertook a rights issue between July 2014 and October 2014 to raise £1.715 million by
issuing 334,215 shares at £5.13 each. The Company entered into the Share Exchange Agreement on
31 October 2014 as detailed in paragraph 17.1 of Part VII.
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SECTION D – ACCOUNTANT’S REPORT ON Q CHIP LIMITED

The Directors
Midatech Pharma PLC
Milton Park Innovation Centre
99 Park Drive
Milton Park
Abingdon
Oxfordshire OX14 4RH

3 December 2014
Panmure Gordon (UK) Limited
One New Change
London EC4M 9AF

Dear Sirs

Q Chip Limited (the “Company”) and its subsidiary undertaking (together, the “Group”),

definitions restricted to Section D and E of Part IV

Introduction

We report on the financial information set out in Section E of Part IV. This financial information has been
prepared for inclusion in the admission document dated 3 December 2014 of Midatech Pharma PLC (the
“Admission Document” on the basis of the accounting policies set out in note 1 to the financial information.
This report is required by paragraph (a) of Schedule Two of the AIM Rules for Companies and is given for
the purpose of complying with that paragraph and for no other purpose.

Responsibilities

The directors of Midatech Pharma PLC are responsible for preparing the financial information in accordance
with International Financial Reporting Standards as adopted by the European Union.

It is our responsibility to form an opinion on the financial information and to report our opinion to you.

Save for any responsibility arising under paragraph (a) of Schedule Two of the AIM Rules for Companies to
any person as and to the extent there provided, to the fullest extent permitted by the law we do not assume
any responsibility and will not accept any liability to any other person for any loss suffered by any such other
person as a result of, arising out of, or in connection with this report or our statement, required by and given
solely for the purposes of complying with Schedule Two of the AIM Rules for Companies, consenting to its
inclusion in the Admission Document.

Basis of opinion

We conducted our work in accordance with Standards for Investment Reporting issued by the Auditing
Practices Board in the United Kingdom. Our work included an assessment of evidence relevant to the
amounts and disclosures in the financial information. It also included an assessment of significant estimates
and judgements made by those responsible for the preparation of the financial information and whether the
accounting policies are appropriate to the entity’s circumstances, consistently applied and adequately
disclosed.

We planned and performed our work so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
financial information is free from material misstatement whether caused by fraud or other irregularity or error.

BDO LLP
Kings Wharf
20-30 Kings Road
Reading RG1 3EX
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Our work has not been carried out in accordance with auditing or other standards and practices generally
accepted in the United States of America or other jurisdictions outside the United Kingdom and accordingly
should not be relied upon as if it had been carried out in accordance with those standards and practices.

Opinion

In our opinion, the financial information gives, for the purposes of the Admission Document, a true and fair
view of the state of affairs of the Group as at 31 December 2011, 31 December 2012 and 31 December
2013 and of its results, cash flows and changes in equity for the years then ended in accordance with
International Financial Reporting Standards as adopted by the European Union.

Declaration

For the purposes of Paragraph (a) of Schedule Two of the AIM Rules for Companies we are responsible for
this report as part of the Admission Document and declare that we have taken all reasonable care to ensure
that the information contained in this report is, to the best of our knowledge, in accordance with the facts
and contains no omission likely to affect its import. This declaration is included in the Admission Document
in compliance with Schedule Two of the AIM Rules for Companies.

Yours faithfully

BDO LLP

Chartered Accountants

BDO LLP is a limited liability partnership registered in England and Wales (with registered number OC305127)
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SECTION E – AUDITED FINANCIAL INFORMATION ON Q CHIP LIMITED 

FOR THE THREE YEARS ENDED 31 DECEMBER 2013

Consolidated statements of comprehensive income

for the years ended 31 December 2013, 2012 and 2011

Note 2011 2012 2013
£’000 £’000 £’000

Revenue 3 310 238 86
Research and development costs (539) (552) (592)
Administrative costs 4 (1,621) (1,955) (1,635)
Other income – 42 99

––––––––––– ––––––––––– –––––––––––

Operating loss (1,850) (2,227) (2,042)

Finance income 6 3 5 –
Finance expense 6 (17) (80) (621)

––––––––––– ––––––––––– –––––––––––

Loss before tax (1,864) (2,302) (2,663)

Taxation 7 214 173 144
––––––––––– ––––––––––– –––––––––––

Loss after tax (1,650) (2,129) (2,519)
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

Other comprehensive income/(loss), 

net of tax

Items that will be reclassified subsequently to 
profit and loss when specific conditions are met
Exchange gains/(losses) arising on translation of 
foreign operations 5 (1) (4)

––––––––––– ––––––––––– –––––––––––

Total other comprehensive loss (1,645) (2,130) (2,523)
––––––––––– ––––––––––– –––––––––––

Total comprehensive loss attributable to the 

owners of the parent (1,645) (2,130) (2,523)
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––
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Consolidated statements of financial position

as at 31 December 2013, 2012, 2011 and 1 January 2011

1 January
Note 2011 2011 2012 2013

£’000 £’000 £’000 £’000
Assets

Non-current assets

Property, plant and equipment 8 212 253 244 266
––––––––––– ––––––––––– ––––––––––– –––––––––––

Total non-current assets 212 253 244 266
––––––––––– ––––––––––– ––––––––––– –––––––––––

Current assets

Taxation 7 185 214 173 141
Trade and other receivables 10 64 94 801 31
Cash and cash equivalents 11 718 406 20 213

––––––––––– ––––––––––– ––––––––––– –––––––––––

Total current assets 967 714 994 385
––––––––––– ––––––––––– ––––––––––– –––––––––––

Liabilities

Current liabilities

Trade and other payables 12 (245) (260) (540) (450)
Loans and borrowings 13 (30) (39) (147) (8)

––––––––––– ––––––––––– ––––––––––– –––––––––––

Total current liabilities (275) (299) (687) (458)
––––––––––– ––––––––––– ––––––––––– –––––––––––

Non-current liabilities

Loans and borrowings 13 (82) (471) (2,204) (4,359)
––––––––––– ––––––––––– ––––––––––– –––––––––––

Total non-current liabilities (82) (471) (2,204) (4,359)
––––––––––– ––––––––––– ––––––––––– –––––––––––

Total net assets/(liabilities) 822 197 (1,653) (4,166)
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––

Equity attributable to owners 

of the parent

Share capital 15 7 9 9 19
Share premium reserve 16 7,000 8,018 8,018 8,018
Other reserves 16 21 21 301 301
Retained deficit 16 (6,206) (7,856) (9,985) (12,504)
Foreign exchange reserve 16 – 5 4 –

––––––––––– ––––––––––– ––––––––––– –––––––––––

Total equity/(deficit) 822 197 (1,653) (4,166)
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––
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Consolidated statements of cash flows

for the years ended 31 December 2013, 2012 and 2011

2011 2012 2013
£’000 £’000 £’000

Cash flows from Operating activities

Loss for the year before tax (1,864) (2,302) (2,663)
Adjustments for:
Depreciation of tangible fixed assets 107 94 116
Net interest expense 14 75 621

––––––––––– ––––––––––– –––––––––––

Cash flows from operating activities before 

changes in working capital (1,743) (2,133) (1,926)
––––––––––– ––––––––––– –––––––––––

(Increase)/decrease in trade and other receivables (30) (67) 128
Increase/(decrease) in trade and other payables 21 280 (94)

––––––––––– ––––––––––– –––––––––––

Cash used in operations (1,752) (1,920) (1,892)
––––––––––– ––––––––––– –––––––––––

Taxes received 186 214 176
––––––––––– ––––––––––– –––––––––––

Net cash flows from operating activities (1,566) (1,706) (1,716)
––––––––––– ––––––––––– –––––––––––

Investing activities

Purchases of property, plant and equipment (148) (82) (138)
Interest received 3 5 –

––––––––––– ––––––––––– –––––––––––

Net cash used in investing activities (145) (77) (138)
––––––––––– ––––––––––– –––––––––––

Financing activities

Other Interest paid (17) (19) (36)
Issue of new convertible loans 422 1,332 2,220
Payments to finance lease creditors (24) – (63)
Share issues net of costs 1,018 – 10

––––––––––– ––––––––––– –––––––––––

Net cash used in financing activities 1,399 1,313 2,131
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

Net (decrease)/increase in cash and cash 

equivalents (312) (470) 277
Cash and cash equivalents at beginning 

of year 11 718 406 (64)
––––––––––– ––––––––––– –––––––––––

Cash and cash equivalents at end of year 11 406 (64) 213
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––
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Consolidated statements of changes in equity

for the years ended 31 December 2013, 2012 and 2011

Foreign
Share Share Other exchange Retained Total
capital premium reserves reserve deficit Equity
£’000 £’000 £’000 £’000 £’000 £’000

At 1 January 2011 7 7,000 21 – (6,206) 822
Loss for the year – – – – (1,650) (1,650)
Other comprehensive income – – – 5 – 5

––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Total comprehensive 

income/(loss) – – – 5 (1,650) (1,645)
––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Issue of shares 2 1,121 – – – 1,123
Cost of issue of shares – (103) – – – (103)

––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

At 31 December 2011 9 8,018 21 5 (7,856) 197
––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Loss for the year – – – – (2,129) (2,129)
Other comprehensive loss – – – (1) – (1)

––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Total comprehensive loss – – – (1) (2,129) (2,130)
––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Convertible loan – equity 
component – – 280 – – 280

––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

At 31 December 2012 9 8,018 301 4 (9,985) (1,653)
––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Loss for the year – – – – (2,519) (2,519)
Other comprehensive loss – – – (4) – (4)

––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Total comprehensive loss – – – (4) (2,519) (2,523)
––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Issue of shares 10 – – – – 10
––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

At 31 December 2013 19 8,018 301 – (12,504) (4,166)
––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––
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Notes forming part of the Historical Financial Information

for the years ended 31 December 2013, 2012 and 2011

1. Accounting policies

Basis of preparation

The Historical Financial Information of Q Chip Limited (the “Company”) and its subsidiary undertakings
(together “the Group’’) for the periods ended 31 December 2013, 31 December 2012 and 31 December
2011, has been prepared by the Directors of Midatech Pharma PLC.

The Historical Financial Information does not constitute statutory accounts within the meaning of section
434 of Companies Act 2006. Q-Chip Limited prepared company only statutory accounts for each of the
three years ended 31 December 2013 under UK Generally Accepted Accounting Practice, which have been
filed with the Registrar of Companies. Those statutory accounts have been reported on by the Independent
Auditors. The Independent Auditors’ Reports on the Annual Reports and Financial Statements for 2011,
2012 and 2013 were unqualified, did not contain a statement under 498(2) or 498(3) of the Companies Act
2006, but drew attention by way of emphasis to the adoption of the going concern basis of accounting in
the preparation of the financial statements.

The Directors of Midatech Pharma PLC are solely responsible for preparation of this Historical Financial
Information.

The Historical Financial Information of the Group has been prepared from 1 January 2011 in accordance
with International Financial Reporting Standards (“IFRS’’) as adopted by the European Union (EU) and the
Companies Act 2006 applicable to companies reporting under IFRS. The Historical Financial Information
has been prepared primarily under the historical cost convention. Areas where other bases are applied are
identified in the accounting policies below.

Subject to the successful flotation to AIM and the anticipated fundraise, the Directors are satisfied that the
Company has adequate resources to continue to operate for the foreseeable future and therefore the
Historical Financial Information has been prepared on a going concern basis.

First-time adoption of IFRS

The Historical Financial Information is prepared in accordance with International Financial Reporting
Standards (IFRS) using the measurement basis specified by IFRS for each type of asset, liability, income
and expense. The measurement bases are more fully described in the accounting policies section of this
note. The date of transition to IFRS is 1 January 2011.

The Historical Financial Information is presented in sterling, being the currency of the primary economic
environment in which company operates. The presentational currency of the Group is sterling.

The Group has applied IFRS 1 First-time Adoption of International Financial Reporting Standards (as revised
in 2008) in preparing this first IFRS Historical Financial Information. The effects of the transition to IFRS on
equity and total comprehensive income is nil.

First-time adoption exemptions applied

Upon transition, IFRS 1 permits certain exemptions from full retrospective application none of which are
relevant to the group.

Overall considerations and first time adoption of IFRS

These accounting policies have been used throughout all periods presented in the Historical Financial
Information.

Presentation of Historical Financial Information in accordance with IAS 1

The Historical Financial Information statements are presented in accordance with IAS 1 Presentation of
Historical Financial Information (Revised 2007). The Group has elected to present the consolidated statement
of comprehensive income in one statement.
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Changes in accounting policies

New standards, interpretations and amendments

As this is the first set of IFRS accounts being prepared, all relevant standards have been adopted for the
first time. Under SIR 2000, the Group is required to adopt the relevant standards that would apply to the
first set of IFRS accounts following the listing. As a result, certain new standards, interpretations and
amendments applicable from accounting periods beginning on or after 1 January 2014 would apply to this
Historical Financial Information.

The new standards, amendments and interpretations to existing standards that were published by the IASB
and endorsed by the EU that could be applicable for the Group are as follows and do not have a material
effect on the financial results of the group:

● IAS 12 (Amendment) ‘Amendment to IAS 12: Deferred tax – Recovery of Underlying Assets’
● IFRS 10 ‘Consolidated Financial Statements’ (IFRS 10)
● IFRS 11 ‘Joint Arrangements’ (IFRS 11)
● IFRS 12 ‘Disclosure of Interests in Other Entities’ (IFRS 12)
● IFRS 13 ‘Fair Value Measurement’ (IFRS 13)
● IAS 27 (Revised) ‘Separate Financial Statements’
● IAS 28 (Revised) ‘Investments in Associates and Joint Ventures’
● IFRS 7 (Amendment) ‘Disclosures – Offsetting Financial Assets and Financial Liabilities – Amendments

to IFRS 7’
● Amendments to IAS 19 ‘Employee Benefits’ (IAS 19)
● ‘Investment Entities – Amendments to IFRS 10, IFRS 12 and IAS 27’
● ‘Transition Guidance – Amendments to IFRS 10, IFRS 11 and IFRS 12’
● Offsetting Financial Assets and Financial Liabilities – Amendments to IAS 32
● Recoverable Amount Disclosures for Non-Financial Assets (Amendments to IAS 36)
● Novation of Derivatives and Continuation of Hedge Accounting (Amendments to IAS 39)

New standards, interpretations and amendments not yet effective

There are no further standards in issue that have been adopted by the EU which would be applicable for
the Group.

Basis of consolidation

The Group financial statements consolidate those of the parent company and of its subsidiary. The parent
controls a subsidiary if it has power over the investee to significantly direct the activities, exposure, or rights,
to variable returns from its involvement with the investee, and the ability to use its power over the investee
to affect the amount of the investor’s returns. The subsidiary has a reporting date of 31 December.

All transactions and balances between Group companies are eliminated on consolidation, including
unrealised gains and losses on transactions between Group companies. Where unrealised losses on intra-
Group asset sales are reversed on consolidation, the underlying asset is also tested for impairment from a
Group perspective. Amounts reported in the financial statements of subsidiaries have been adjusted where
necessary to ensure consistency with the accounting policies adopted by the Group.

Profit or loss and other comprehensive income of subsidiaries acquired or disposed of during the year are
recognised from the effective date of acquisition, or up to the effective date of disposal, as applicable.

The Historical Financial Information incorporates the results of business combinations using the purchase
method. In the statement of financial position, the acquiree’s identifiable assets, liabilities and contingent
liabilities are initially recognised at their fair values at the acquisition date. The results of acquired operations
are included in the consolidated statement of comprehensive income from the date on which control is
obtained. They are deconsolidated from the date control ceases.
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Revenue

The Group’s income streams typically comprise milestone income from research and development contracts.

The accounting policies for the principal revenue streams of the Group are as follows:

Milestone income is recognised as revenue in the accounting period in which the milestones are achieved.
Milestones are agreed on a project by project basis and will be evidenced by set deliverables.

Research and development contracts

Amounts received under collaborative agreements, representing contributions to the Company’s research
and development programmes, are recognised as a credit in the period against the related costs that are
incurred. All costs related to these collaborative agreements are recorded as research and development
expenditure.

Government grants

Government grants are credited to the profit and loss account in the same period as the expenditure towards
which they are intended to contribute. Where grant income is contingent on a final deliverable, income is
deferred until the end of the project.

Development costs

Expenditure on the research phase of an internal project is recognised as an expense in the period in which
it is incurred. Development costs incurred on specific projects are capitalised when all the following conditions
are satisfied:

● Completion of the asset is technically feasible so that it will be available for use or sale

● The Group intends to complete the asset and use or sell it

● The Group has the ability to use or sell the asset and the asset will generate probable future economic
benefits (over and above cost)

● There are adequate technical, financial and other resources to complete the development and to use
or sell the asset, and

● The expenditure attributable to the asset during its development can be measured reliably.

Development costs not meeting the criteria for capitalisation are expensed as incurred; no projects have
yet reached the point of capitalisation.

Judgement is applied when deciding whether the recognition criteria are met. Judgements are based on
the information available at each statement of financial position date. In addition, all internal activities related
to the research and development of new projects are continuously monitored by the Directors. The Directors
consider that the criteria to capitalise development expenditure are not met for a product prior to that product
receiving regulatory approval in at least one country.

Foreign currency

Transactions entered into by Group entities in a currency other than the currency of the primary economic
environment in which they operate are recorded at the rates ruling when the transactions occur. Foreign
currency monetary assets and liabilities are translated at the rates ruling at the reporting date. Exchange
differences arising on the retranslation of unsettled monetary assets and liabilities are recognised immediately
in profit or loss.

On consolidation, the results of overseas operations are translated into sterling at rates approximating to
those ruling when the transactions took place. All assets and liabilities of overseas operations, including
goodwill arising on the acquisition of those operations, are translated at the rate ruling at the reporting date.
Exchange differences arising on translating the opening net assets at opening rate and the results of overseas
operations at actual rate are recognised in other comprehensive income and accumulated in the foreign
exchange reserve.
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Segment reporting

The Group is organised and operates as one operating segment. The research and development activities
involve the discovery and development of pharmaceutical products in the field of drug encapsulation and
delivery system underpinned by microsphere manufacturing technology.

Information about major customers

To date, modest sales have meant that no meaningful analysis can be drawn from the customer profile of
the revenues achieved during each period under review.

Financial assets

The Group does not have any financial assets which it would classify as fair value through profit or loss,
available for sale or held to maturity. Therefore all financial assets are classed as loans and receivables as
defined below.

Loans and receivables

These assets are non-derivative financial assets with fixed or determinable payments that are not quoted in
an active market. They arise principally through the provision of goods and services to customers (e.g. trade
receivables), but also incorporate other types of contractual monetary asset. They are initially recognised at
fair value plus transaction costs that are directly attributable to their acquisition or issue, and are subsequently
carried at amortised cost using the effective interest rate method, less provision for impairment.

Impairment provisions are recognised when there is objective evidence (such as significant financial difficulties
on the part of the counterparty or default or significant delay in payment) that the Group will be unable to
collect all of the amounts due under the terms, the amount of such a provision being the difference between
the net carrying amount and the present value of the future expected cash flows associated with the impaired
receivable. For trade receivables, which are reported net, such provisions are recorded in a separate
allowance account with the loss being recognised within administrative expenses in the consolidated
statement of comprehensive income. On confirmation that the trade receivable will not be collectable, the
gross carrying value of the asset is written off against the associated provision.

The Group’s loans and receivables comprise trade and other receivables and cash and cash equivalents in
the consolidated statement of financial position.

Cash and cash equivalents includes cash in hand, deposits held on call with banks, other short term highly
liquid investments with original maturities of three months or less, and – for the purpose of the statement of
cash flows – bank overdrafts. Bank overdrafts are shown within loans and borrowings in current liabilities
on the consolidated statement of financial position.

Financial liabilities

The group does not have any financial liabilities that would be classified as fair value through the profit or
loss. Therefore these financial liabilities are classified as financial liabilities at amortised cost, as defined
below.

Financial liabilities include the following items:

● Borrowings are initially recognised at fair value net of any transaction costs directly attributable to the
issue of the instrument. Such interest bearing liabilities are subsequently measured at amortised cost
using the effective interest rate method, which ensures that any interest expense over the period to
repayment is at a constant rate on the balance of the liability carried in the consolidated statement of
financial position. Interest expense in this context includes initial transaction costs and premium payable
on redemption, as well as any interest or coupon payable while the liability is outstanding.

● Convertible loan notes, have been split between debt and equity elements in accordance with IAS 32.
The debt element is held at amortised cost and a market rate of interest is applied to accrete the loan
up to the sum of the principle and coupon interest at the end of the contractual period of the instrument.

● Trade payables and other short-term monetary liabilities are initially recognised at fair value and
subsequently carried at amortised cost using the effective interest method.
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Share capital

Financial instruments issued by the Group are classified as equity only to the extent that they do not meet
the definition of a financial liability or financial asset.

The group has three classes of shares in existence, A, B and C Ordinary shares with a nominal value of
£0.001; all are classed as equity investments.

Retirement benefits: Defined contribution schemes

Contributions to defined contribution pension schemes are charged to the consolidated statement of
comprehensive income in the year to which they relate.

Share-based payments

The fair value of the share options in existence is measured by use of the Black Scholes pricing method.
The share based payment charge is immaterial to the financial statements and has therefore not been
recorded.

Leased assets

Where substantially all of the risks and rewards incidental to ownership of a leased asset have been
transferred to the Group (a “finance lease”), the asset is treated as if it had been purchased outright. The
amount initially recognised as an asset is the lower of the fair value of the leased property and the present
value of the minimum lease payments payable over the term of the lease. The corresponding lease
commitment is shown as a liability. Lease payments are analysed between capital and interest. The interest
element is charged to the consolidated statement of comprehensive income over the period of the lease
and is calculated so that it represents a constant proportion of the lease liability. The capital element reduces
the balance owed to the lessor.

Where substantially all of the risks and rewards incidental to ownership are not transferred to the Group (an
“operating lease”), the total rentals payable under the lease are charged to the consolidated statement of
comprehensive income on a straight-line basis over the lease term. The aggregate benefit of lease incentives
is recognised as a reduction of the rental expense over the lease term on a straight-line basis.

Dividends

Dividends are recognised when they become legally payable. In the case of interim dividends to equity
shareholders, this is when declared by the Directors. In the case of final dividends, this is when approved
by the shareholders at the AGM. There have been no dividends paid since the formation of the Group.

Deferred taxation

Deferred tax assets and liabilities are recognised where the carrying amount of an asset or liability in the
consolidated statement of financial position differs from its tax base, except for differences arising on:

● the initial recognition of goodwill;

● the initial recognition of an asset or liability in a transaction which is not a business combination and at
the time of the transaction affects neither accounting or taxable profit; and

● investments in subsidiaries and jointly controlled entities where the Group is able to control the timing
of the reversal of the difference and it is probable that the difference will not reverse in the foreseeable
future.

Recognition of deferred tax assets is restricted to those instances where it is probable that taxable profit will
be available against which the difference can be utilised.

The amount of the asset or liability is determined using tax rates that have been enacted or substantively
enacted by the reporting date and are expected to apply when the deferred tax assets or liabilities are
recovered or settled.
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Property, plant and equipment

Items of property, plant and equipment are initially recognised at cost. As well as the purchase price, cost
includes directly attributable costs and the estimated present value of any future unavoidable costs of
dismantling and removing items. The corresponding liability is recognised within provisions.

Depreciation is provided on all items of property, plant and equipment so as to write off their carrying value
over their expected useful economic lives. It is provided at the following rates:

Fixtures and fittings 25% Straight line
Computer equipment 25% Straight line
Laboratory equipment 25% Straight line

2. Critical accounting estimates and judgements

The Group makes certain estimates and assumptions regarding the future. Estimates and judgements are
continually evaluated based on historical experience and other factors, including expectations of future
events that are believed to be reasonable under the circumstances. In the future, actual experience may
differ from these estimates and assumptions. The estimates and assumptions 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.

(i) Revenue recognition

Fees invoiced in respect of milestones have been recognised as revenue in the Group Statement of
Comprehensive Income in the period as all criteria for revenue recognition have been met. Milestones
are agreed on a project by project basis and will be evidenced by set deliverables.

(ii) Intangible asset recognition

The Directors consider that the criteria to capitalise development expenditure are not met for a product
prior to receipt of regulatory approval as this is the point at which technical feasibility can be
demonstrated.

(iii) Deferred tax recognition

The Directors consider that, given the current stage of development of the business, deferred tax
assets should not be recognised before the Group is generating recurring profits.

(iv) Effective interest rate

The convertible loan notes have been split between the debt and equity element in accordance with
IAS 32. This requires calculating the present value of the debt element using an estimated effective
interest rate that would be charged on a similar loan by a third party.

(v) Useful lives of plant and equipment

Plant and equipment is amortised or depreciated over its useful life. Useful lives are based on the
Directors’ estimates of the periods over which the assets will be used in developing revenue generating
products and the estimates are reviewed annually for continued appropriateness. The estimated useful
lives are 4 years to all asset classes. Changes to estimates can result in significant variations in the
carrying value and amounts charged to the consolidated Statement of Comprehensive Income in
specific periods.

(vi) Research and development tax credit

Research and development tax credits are recognised on an accruals basis and are included as an
income tax credit under current assets. The group has history of successfully estimating research and
development tax credits as set out by applicable tax legislation.
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3. Revenue

Fees invoiced in respect of milestones have been recognised as revenue in the consolidated Statement of
Comprehensive Income in the period as all criteria for revenue recognition have been met. Milestones are
agreed on a project by project basis and will be evidenced by set deliverables.

4. Expenses by nature

2011 2012 2013
£’000 £’000 £’000

Depreciation of property, plant and equipment 107 94 116
Fees payable to the Company’s auditor for the audit of the 
parent Company and consolidated financial statements 7 7 8
Audit of the Company’s subsidiary pursuant to legislation 3 3 4
Other services relating to taxation 10 10 14
Other accountancy services 18 8 25
Operating lease expense:
– Plant and machinery – – 2
– Property 57 65 70

5. Staff costs

2011 2012 2013
£’000 £’000 £’000

Staff costs (including Directors) comprise:
Wages and salaries 917 988 1,017
Defined contribution pension cost 31 37 40
Social security contributions and similar taxes 99 102 105

––––––––––– ––––––––––– –––––––––––

Total 1,047 1,127 1,162
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

Employee numbers

The average number of staff employed by the Group during the financial year amounted to:

2011 2012 2013

Operational 20 18 19
Selling, administration and distribution 6 10 9

––––––––––– ––––––––––– –––––––––––

Total 26 28 28
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

Key management personnel compensation

Key management personnel are those persons having authority and responsibility for planning, directing
and controlling the activities of the Group. Persons with such authority are deemed only to be the directors
of the company who also take on key management roles.

2011 2012 2013
£’000 £’000 £’000

Wages and salaries 280 227 266
Defined contribution pension cost 12 7 6
Social security contributions and similar taxes 34 27 34
Compensation for loss of office – 40 30

––––––––––– ––––––––––– –––––––––––

Total 326 301 336
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––
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Emoluments disclosed above include the following amounts in respect of the highest paid Director:

2011 2012 2013
£’000 £’000 £’000

Salary 107 130 150
Total pension and other post-employment benefit costs 4 1 –

––––––––––– ––––––––––– –––––––––––

Total 111 131 150
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

None of the Directors have exercised share options during the period. A number of directors and key
management have a bonus incentive of granted share options which vest if an exit is achieved by
31 December 2014. The maximum number of share options given would be 1,000,000 per Director.

During the year, two Directors (2012: one Director, 2011: one Director) participated in a private money
purchase defined contribution pension scheme.

6. Finance income and expense

Recognised in profit or loss 2011 2012 2013
£’000 £’000 £’000

Finance income

Interest received on bank deposits 3 5 –
––––––––––– ––––––––––– –––––––––––

Total finance income 3 5 –
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

2011 2012 2013
£’000 £’000 £’000

Finance expense

Interest on loan notes (17) (61) (585)
Other interest payable – (19) (36)

––––––––––– ––––––––––– –––––––––––

Total finance expense (17) (80) (621)
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

7. Tax expense

2011 2012 2013
£’000 £’000 £’000

Current tax credit

Current tax credited to the income statement (214) (173) (141)
Adjustment in respect of prior year – – (3)

––––––––––– ––––––––––– –––––––––––

Total tax (214) (173) (144)
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

The taxation credit arises on the enhanced research and development tax credits accrued for the respective
periods.
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The reasons for the difference between the actual tax credit for the year and the standard rate of corporation
tax in the United Kingdom applied to losses for the year are as follows:

2011 2012 2013
£’000 £’000 £’000

Loss before tax (1,864) (2,302) (2,663)
Expected tax charge based on the standard rate of United 
Kingdom corporation tax at the domestic rate of 20% (373) (460) (533)
Expenses not deductible for tax purposes (39) 119 42
Income not chargeable for tax purposes (117) (279) (182)
Difference in capital allowances and depreciation/amortisation 1 3 18
Other temporary differences – (1) 117
Utilisation of tax losses 164 271 248
Effect of rate changes 123 135 117
Unrecognised losses 27 39 32
Prior period adjustment – – (3)

––––––––––– ––––––––––– –––––––––––

Total tax credited to the income statement (214) (173) (144)
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

Deferred Tax

Deferred tax assets have not been recognised on the basis that their future economic benefit is not certain.
Assuming a prevailing tax rate of 20 per cent. (2012: 20 per cent., 2011: 20 per cent.) applicable to small
companies when the timing differences reverse, the unrecognised deferred tax asset comprises:

2011 2012 2013
£’000 £’000 £’000

Gross losses available for future offset 5,100 6,699 8,857
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

Total deferred asset not recognised 1,020 1,340 1,771
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

8. Property, plant and equipment

Computer Fixtures Laboratory 
equipment and fittings equipment Total

£’000 £’000 £’000 £’000
Cost
At 1 January 2011 87 48 340 475
Additions 21 11 116 148

––––––––––– ––––––––––– ––––––––––– –––––––––––

At 31 December 2011 108 59 456 623
––––––––––– ––––––––––– ––––––––––– –––––––––––

Depreciation
At 1 January 2011 58 36 169 263
Charge for the year 21 12 74 107

––––––––––– ––––––––––– ––––––––––– –––––––––––

At 31 December 2011 79 48 243 370
––––––––––– ––––––––––– ––––––––––– –––––––––––

Net book value
At 1 January 2011 29 12 171 212

––––––––––– ––––––––––– ––––––––––– –––––––––––

At 31 December 2011 29 11 213 253
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––
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Computer Fixtures Laboratory 
equipment and fittings equipment Total

£’000 £’000 £’000 £’000
Cost
At 1 January 2012 108 59 456 623
Additions 7 – 127 134
Disposals – – (52) (52)

––––––––––– ––––––––––– ––––––––––– –––––––––––

At 31 December 2012 115 59 531 705
––––––––––– ––––––––––– ––––––––––– –––––––––––

Depreciation
At 1 January 2012 79 48 243 370
Charge for the year 11 3 80 94
Disposals – – (3) (3)

––––––––––– ––––––––––– ––––––––––– –––––––––––

At 31 December 2012 90 51 320 461
––––––––––– ––––––––––– ––––––––––– –––––––––––

Net book value
At 1 January 2012 29 11 213 253

––––––––––– ––––––––––– ––––––––––– –––––––––––

At 31 December 2012 25 8 211 244
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––

Computer Fixtures Laboratory 
equipment and fittings equipment Total

£’000 £’000 £’000 £’000
Cost
At 1 January 2013 115 59 531 705
Additions 8 1 129 138

––––––––––– ––––––––––– ––––––––––– –––––––––––

At 31 December 2013 123 60 660 843
––––––––––– ––––––––––– ––––––––––– –––––––––––

Depreciation
At 1 January 2013 90 51 320 461
Charge for the year 12 3 101 116

––––––––––– ––––––––––– ––––––––––– –––––––––––

At 31 December 2013 102 54 421 577
––––––––––– ––––––––––– ––––––––––– –––––––––––

Net book value
As at 1 January 2013 25 8 211 244

––––––––––– ––––––––––– ––––––––––– –––––––––––

At 31 December 2013 21 6 239 266
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––

The net book value of property, plant and equipment includes the following amounts where the group is a
lessee under a finance lease:

2011 2012 2013
£’000 £’000 £’000

Computer equipment 5 3 –
Laboratory equipment 65 44 16

––––––––––– ––––––––––– –––––––––––

70 47 16
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––
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9. Subsidiary

The company holds a 100 per cent. equity shareholding in the ordinary share capital of Q Chip BV. Q Chip
BV is incorporated in the Netherlands. The principal activity of Q Chip BV is the development and
manufacture of the Q-Sphera TM drug encapsulation and delivery system. Further details regarding this
entity are detailed below:

Country of Nature of
Name incorporation business

Q Chip BV Netherlands Development and manufacture of drug
encapsulation and delivery system.

10. Trade and other receivables

1 January
2011 2011 2012 2013
£’000 £’000 £’000 £’000

Trade receivables 11 35 133 13
Loan notes receivable – – 642 –
Other receivables 53 59 26 18

––––––––––– ––––––––––– ––––––––––– –––––––––––

Total trade and other receivables 64 94 801 31
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––

The group does not have a provision for receivables. Generally payments are received in advance for work
performed by Q Chip.

Included in 2012 is a loan receivable which was subsequently received on 10 January 2013.

Trade and other receivables do not contain any impaired assets. The Group does not hold any collateral as
security and the maximum exposure to credit risk at the consolidated Statement of Financial Position date
is the fair value of each class of receivable.

11. Cash and cash equivalents

1 January
2011 2011 2012 2013
£’000 £’000 £’000 £’000

Cash at bank available on demand 718 406 20 213
Overdraft – – (84) –

––––––––––– ––––––––––– ––––––––––– –––––––––––

Net cash and cash equivalents 718 406 (64) 213
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––
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12. Trade and other payables

1 January
2011 2011 2012 2013
£’000 £’000 £’000 £’000

Current

Trade payables 172 138 290 167
Other payables 12 40 71 29
Accruals 31 51 – 187

––––––––––– ––––––––––– ––––––––––– –––––––––––

Total financial liabilities 215 229 361 383
––––––––––– ––––––––––– ––––––––––– –––––––––––

Tax and social security 30 31 179 67
––––––––––– ––––––––––– ––––––––––– –––––––––––

Total trade and other payables 245 260 540 450
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––

Book values approximate to fair value at 31 December 2013, 2012 and 2011 and 1 January 2011.

All current trade and other payables are payable within 3 months of the period end date shown above.

13. Loans and borrowings

1 January
2011 2011 2012 2013
£’000 £’000 £’000 £’000

Current

Bank overdraft – – 84 –
Finance lease 30 39 63 8

––––––––––– ––––––––––– ––––––––––– –––––––––––

Total 30 39 147 8
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––

1 January
2011 2011 2012 2013
£’000 £’000 £’000 £’000

Non-current

Finance Lease 53 20 8 –
Convertible loan notes 29 451 2,135 3,713
Accrued interest – – 61 424
Finance charge unwind – – – 222

––––––––––– ––––––––––– ––––––––––– –––––––––––

Total 82 471 2,204 4,359
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––

Book values approximate to fair value at 31 December 2013, 2012 and 2011 and 1 January 2011.

The convertible loans relate to loans of £762,501 (May 2012), £1,244,910 (November 2012), £1,319,475
(June 2013) and £250,000 (November 2013), which carry an interest rate of 12 per cent. per annum. These
are secured by a debenture over the company’s intangible fixed assets and a fixed and floating charge over
the company’s other assets.

The May 2012 loan is convertible into ‘A’ shares and as such is a compound instrument consisting of both
debt and equity components. The debt component of the loan notes is classed as a financial liability and
disclosed within liabilities on the statement of financial position. The fair value of the equity component is
estimated to be £280,102 (2012: £280,102) and is disclosed on the consolidated Statement of Financial
Position within ‘Other Reserves’.

The debt component is discounted back to a present value on inception. This discount is then unwound
over the life of the debt and recognised as a finance charge in the consolidated statement of comprehensive
income.
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The remaining loan notes are convertible into ‘B’ Ordinary shares, the value of the equity component was
deemed highly immaterial and as such the entire loan was classified as debt.

Obligations under finance leases are secured by a fixed charge over the fixed assets to which they relate.

14. Financial instruments – risk management

The Group is exposed through its operations to the following financial risks:

● Credit risk

● Liquidity risk

In common with all other businesses, the Group is exposed to risks that arise from its use of financial
instruments. This note describes the Group’s objectives, policies and processes for managing those risks
and the methods used to measure them. Further quantitative information in respect of these risks is
presented throughout this Historical Financial Information.

Principal financial instruments

The principal financial instruments used by the Group, from which financial instrument risk arises, are as
follows:

● Trade receivables

● Cash and cash equivalents

● Trade and other payables

● Loans and borrowings

A summary of the financial instruments held by category is provided below:

Financial assets – loans and receivables

1 January
2011 2011 2012 2013
£’000 £’000 £’000 £’000

Cash and cash equivalents 718 406 20 213
Trade receivables 11 35 133 13
Other receivables 53 59 668 18

––––––––––– ––––––––––– ––––––––––– –––––––––––

Total financial assets 782 500 821 244
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––

Financial liabilities – amortised cost

1 January
2011 2011 2012 2013
£’000 £’000 £’000 £’000

Trade and other payables (215) (229) (361) (383)
Finance lease liabilities (83) (59) (71) (8)
Other loans and borrowings (29) (451) (2,280) (4,359)

––––––––––– ––––––––––– ––––––––––– –––––––––––

Total financial liabilities – amortised cost (327) (739) (2,712) (4,750)
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––

There are no financial liabilities held at fair value through profit or loss.
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General objectives, policies and processes

The Board has overall responsibility for the determination of the Group’s risk management objectives and
policies.

The overall objective of the Board is to set policies that seek to reduce risk as far as possible without unduly
affecting the Group’s competitiveness and flexibility. Further details regarding these policies are set out below:

Credit risk

Credit risk is the risk of financial loss to the Group if a customer or a counterparty to a financial instrument
fails to meet its contractual obligations. The quantum of credit risk is deemed to be low as the Group is still
in start-up phase and as such sales have been minimal. In order to mitigate credit risk the Group requires
any larger contracts to be paid in advance.

Credit risk also arises from cash and cash equivalents and deposits with banks and financial institutions.
For banks and financial institutions, only independently rated parties with high credit status are accepted.

The Group does not enter into derivatives to manage credit risk, although in certain isolated cases may take
steps to mitigate such risks if it is sufficiently concentrated.

Further disclosures regarding trade and other receivables, which are neither past due nor impaired, are
provided in note 10.

Liquidity risk

Liquidity risk arises from the Group’s management of working capital. It is the risk that the Group will
encounter difficulty in meeting its financial obligations as they fall due. Prudent liquidity risk management
involves maintaining sufficient cash and cash equivalents and the monitoring of rolling forecasts of the
Group’s liquidity reserve on the basis of expected cash flow.

Cash in bank

The Group is continually reviewing the credit risk associated with holding money on deposit in banks and
seeks to mitigate this risk by holding deposits with banks with high credit status.

Fair value and cash flow interest rate risk

The Group has minimal exposure to cash flow interest rate risk as it has had minimal borrowings on variable
rates and immaterial levels of interest paid and received in the 3 years ended 31 December 2013.

The following table sets out the contractual maturities (representing undiscounted contractual cash-flows)
of financial liabilities:

Between Between Between
Up to 3 3 and 12 1 and 2 2 and 5
months months years years

£’000 £’000 £’000 £’000
2011

Trade and other payables (229) – – –
Finance lease liabilities – – – (59)
Convertible loan notes and accrued interest – – – (451)

––––––––––– ––––––––––– ––––––––––– –––––––––––

Total (229) – – (510)
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––

Between Between Between
Up to 3 3 and 12 1 and 2 2 and 5
months months years years

£’000 £’000 £’000 £’000
2012

Bank overdraft (84) – – –
Trade and other payables (362) – – –
Finance lease liabilities – – (71) –
Convertible loan notes and accrued interest – – – (2,196)

––––––––––– ––––––––––– ––––––––––– –––––––––––

Total (446) – (71) (2,196)
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––
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Between Between Between
Up to 3 3 and 12 1 and 2 2 and 5
months months years years

£’000 £’000 £’000 £’000
2013

Trade and other payables (383) – – –
Finance lease liabilities – (8) – –
Convertible loan notes and accrued interest – – (4,359) –

––––––––––– ––––––––––– ––––––––––– –––––––––––

Total (383) (8) (4,359) –
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––

Capital risk management

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going
concern in order to provide returns for equity holders of the Company and benefits for other stakeholders
and to maintain an optimal capital structure to minimise the cost of capital.

More details in regard to the line items are included in the respective notes:

● Trade and payables – note 12

● Loans and borrowings – note 13

Financial assets and financial liabilities measured at fair value in the statement of financial position are grouped
into three Levels of a fair value hierarchy. The three Levels are defined based on the observability of significant
inputs to the measurement, as follows:

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

● Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly or indirectly

● Level 3: unobservable inputs for the asset or liability.

The Group has no Level 3 financial instruments.

15. Share capital

1 January 31 December 31 December 31 December
2011 2011 2012 2013

Number Number Number Number
Authorised

A Ordinary Shares of 0.1p each 6,842,316 9,490,983 9,490,983 9,490,983
B Ordinary Shares of 0.1p each – – – 10,000,000
C Ordinary Shares of 0.1p each – – – 10,010,000

1 January 31 December 31 December 31 December
2011 2011 2012 2013
£’000 £’000 £’000 £’000

A Ordinary Shares of 0.1p each 7 9 9 9
B Ordinary Shares of 0.1p each – – – 10
C Ordinary Shares of 0.1p each – – – 10

––––––––––– ––––––––––– ––––––––––– –––––––––––

7 9 9 29
––––––––––– ––––––––––– ––––––––––– –––––––––––

Number Number Number Number
Issued and fully paid

A Ordinary Shares of 0.1p each 6,842,316 9,490,983 9,490,983 9,490,983
B Ordinary Shares of 0.1p each – – – 10,000,000
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1 January 31 December 31 December 31 December
2011 2011 2012 2013
£’000 £’000 £’000 £’000

A Ordinary Shares of 0.1p each 7 9 9 9
B Ordinary Shares of 0.1p each – – – 10

––––––––––– ––––––––––– ––––––––––– –––––––––––

7 9 9 19
––––––––––– ––––––––––– ––––––––––– –––––––––––

The holders of A Ordinary Shares in the capital of the Company shall have the following rights:

(a) to receive notice of, to attend and to vote at all general meetings of the Company, in which case A
Shareholders shall have one vote for each A Share of which they are the holder.

(b) to receive such dividend as is declared by the Board on the A Shares; and

(c) to receive a capital return as set out in the Company’s Articles.

The holders of any of the B Ordinary Shares in the capital of the Company shall have the following rights:

(a) to receive notice of, to attend and to vote at all general meetings of the Company in which case B
Shareholders shall have one vote for each B Share of which they are the holder;

(b) To receive a cumulative preference dividend in respect of each financial year as set out below, which
is equal to the per centum of consolidated profits before tax of the Company for the relevant Financial
year set out below, plus an amount equal to the excess of directors’ remuneration paid over an annual
figure as determining by the board and investor majority.

Financial year Dividend %

Ending 31 December 2015 12%
Ending 31 December 2016 14%
Ending 31 December 2018 16%
Ending 31 December 2019 18%
Ending 31 December 2020 20%

The holders of any of the C Ordinary Shares in the capital of the Company shall have the following rights:

(a) to receive notice of, to attend and to vote at all general meetings of the company, in which case C
Shareholders shall have one vote for each C share of which they are the holder.

(b) to receive such dividend as is declared by the Board on the C Shares; and

(c) to receive a capital return as set out in the Company’s Articles

16. Reserves

The following describes the nature and purpose of each reserve within equity:

Reserve Description and purpose

Share premium Amount subscribed for share capital in excess of nominal value.

Other reserves Equity portion of convertible loan notes.

Retained deficit All other net gains and losses and transactions with owners (e.g.
dividends) not recognised elsewhere.

Foreign exchange reserve Gains/losses arising on retranslating the net assets of overseas
operations into sterling.
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17. Leases

The Company’s subsidiary rents an office space in Geleen. The contract runs until 30 April 2016. The rent
commitment is set out below under the Land and Buildings heading. The Company’s IT and office equipment
in the UK are subject to a finance lease. The financial commitments relating to this is also set out below.

Land and Finance 
buildings lease

£’000 £’000
2011

In one year or less 14 39
Between one and five years 141 20
In five years or more – –

––––––––––– –––––––––––

155 59
––––––––––– –––––––––––––––––––––– –––––––––––

Land and Finance 
buildings lease

£’000 £’000
2012

In one year or less 21 62
Between one and five years 120 8
In five years or more – –

––––––––––– –––––––––––

141 70
––––––––––– –––––––––––––––––––––– –––––––––––

Land and Finance 
buildings lease

£’000 £’000
2013

In one year or less 34 8
Between one and five years 86 –
In five years or more – –

––––––––––– –––––––––––

120 8
––––––––––– –––––––––––––––––––––– –––––––––––

18. Share-based payment

Share Options

The Group has granted options as follows:

Start Granted Cancelled/ End of
of year in the year lapsed year Price Notes

2011

165,307 1,002,242 (55,456) 1,112,093 0.3 (a)
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––

2012

1,112,093 75,000 (235,150) 951,943 0.3 (a)
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––

2013

951,943 – (882,267) 69,676 0.3 (a)
– 4,487,378 – 4,487,378 0.1 (b)

––––––––––– ––––––––––– ––––––––––– –––––––––––

951,943 4,487,378 (882,267) 4,557,054
––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– –––––––––––

All options lapse ten years after the date on which they were issued.

The share options are subject to equity-settled share based payments.
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The share options outstanding at 31 December 2013 represented 23 per cent. of the issued share capital
as at that date (2012: 10 per cent., 2011: 12 per cent.) and would generate additional funds of £448,152
(2012: £285,582, 2011: £333,628) if fully exercised.

The weighted average remaining life of the share options was 12 months (2012: 20 months, 2011:
35 months), with a weighted average remaining exercise price of 10.3 pence (2012: 30.0 pence, 2011:
30.0 pence).

Share based payment expense

Equity-settled share based payments are measured at fair value (excluding the effect of market-based vesting
conditions) at the date of grant. The fair value determined at the grant date of the equity-settled share-based
payments is expensed over the vesting period, based on the Company’s estimate of shares that will
eventually vest and adjusted for the effect of non-market based vesting conditions.

Fair value is measured using the Black-Scholes valuation model and includes the information set out in the
table below. The expected life used in the model assumes that vesting conditions will be met and all options
will be exercised at the earliest opportunity.

2011 2012 2013

Share price at grant date (pence) 50 50 5
Exercise price (pence) 30 30 10
Expected volatility 0.5% 229% 12.04%
Risk free rate 1.01% 0.24% 3.00%
Expected dividend yield 0% 0% 0%

The risk free rate is based on the implied yield currently available on zero-coupon government gilts.

The Group did not enter into any share-based payment transactions with parties other than employees
during any of the periods.

The share based payment charge is not material and as such has not been recognised in the financial
statements.

19. Capital commitments

The Group had no capital commitments at 1 January 2011, 31 December 2011, 31 December 2012 and
31 December 2013.

20. Contingent liabilities

The Group had no contingent liabilities at 1 January 2011, 31 December 2011, 31 December 2012 and
31 December 2013.

21. Related parties

Details of Directors’ remuneration are given in note 5.

Other related party transactions include a loan to a director of £7,700 which was recognised as a debtor
31 December 2011. This loan was fully repaid during the year ended 31 December 2012.

During the financial year ended 31 December 2013 Mr R I Smith, a director of the company, trading as
RisCapital, was paid £14,449 (2011: £Nil, 2012: £Nil) for consultancy services. Trade creditors includes
£1,775 (2011: £Nil, 2012: £Nil) of fees outstanding at the Statement of financial position date.

22. Ultimate controlling party

The directors do not consider there to be an ultimate controlling party as no one shareholder holds a
controlling share of the company.
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SECTION F – UNAUDITED FINANCIAL INFORMATION ON Q CHIP LIMITED 

FOR THE SIX MONTHS ENDED 30 JUNE 2014 

Condensed consolidated statements of comprehensive income

for the six months ended 30 June 2014

Six months Six months
ended ended Year ended

30 June 30 June 31 December
Note 2014 2013 2013

£’000 £’000 £’000

Revenue 195 39 86
Research and development expenses (290) (350) (592)
Administrative expenses (700) (872) (1,635)
Other Income 39 88 99

––––––––––– ––––––––––– –––––––––––

Operating loss (756) (1,095) (2,042)

Finance expense (336) (313) (621)
––––––––––– ––––––––––– –––––––––––

Loss before tax (1,092) (1,408) (2,663)

Taxation 3 60 73 144
––––––––––– ––––––––––– –––––––––––

Loss after tax (1,032) (1,335) (2,519)
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

Other comprehensive income/(loss), net of tax:

Items that will be reclassified subsequently to profit 
and loss when specific conditions are met
Exchange gains/(losses) arising on translation of
foreign operations 12 (20) (4)

––––––––––– ––––––––––– –––––––––––

Total other comprehensive loss, net of tax (1,020) (1,355) (2,523)
––––––––––– ––––––––––– –––––––––––

Total comprehensive loss attributable to the 

owners of the parent (1,020) (1,355) (2,523)
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––
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Condensed consolidated statements of financial position

as at 30 June 2014

30 June 30 June 31 December
Note 2014 2013 2013

£’000 £’000 £’000
Assets

Non-current assets

Property, plant and equipment 276 270 266
––––––––––– ––––––––––– –––––––––––

Total Non-current Assets 276 270 266
––––––––––– ––––––––––– –––––––––––

Current assets

Taxation 60 72 141
Trade and other receivables 32 64 31
Cash and cash equivalents 66 401 213

––––––––––– ––––––––––– –––––––––––

Total Current Assets 158 537 385
––––––––––– ––––––––––– –––––––––––

Liabilities

Current liabilities

Trade and other payables (371) (445) (450)
Loans and borrowings – (27) (8)

––––––––––– ––––––––––– –––––––––––

Total current liabilities (371) (472) (458)
––––––––––– ––––––––––– –––––––––––

Non-current liabilities

Loans and Borrowings (5,248) (3,333) (4,358)
––––––––––– ––––––––––– –––––––––––

Total non-current liabilities (5,248) (3,333) (4,358)
––––––––––– ––––––––––– –––––––––––

Total liabilities (5,185) (2,998) (4,165)
––––––––––– ––––––––––– –––––––––––

Equity attributable to owners of the parent

Share capital 4 19 19 19
Share premium reserve 8,018 8,018 8,018
Other reserve 301 301 301
Retained deficit (13,523) (11,336) (12,503)

––––––––––– ––––––––––– –––––––––––

Total equity (5,185) (2,998) (4,165)
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––
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Condensed consolidated statements of cash flows

for the six months ended 30 June 2014

Six months to Six months to Year ended
30 June 30 June 31 December

Note 2014 2013 2013
£’000 £’000 £’000

Cash flows from Operating activities

Loss for the period/year before tax (1,092) (1,408) (2,663)
Adjustments for:
Depreciation of property, plant and equipment 38 52 116
Net interest expense/(income) 336 313 621

––––––––––– ––––––––––– –––––––––––

Cash flows from operating activities before 

changes in working capital (718) (1,043) (1,926)
––––––––––– ––––––––––– –––––––––––

(Increase)/decrease in trade and other receivables 10 725 128
(Decrease)/increase in trade and other payables (4) (94) (94)

––––––––––– ––––––––––– –––––––––––

Cash used in operations (712) (412) (1,892)
––––––––––– ––––––––––– –––––––––––

Taxes Received 92 173 176
––––––––––– ––––––––––– –––––––––––

Net cash flows from operating activities (620) (239) (1,716)
––––––––––– ––––––––––– –––––––––––

Investing activities

Purchases of property, plant and equipment (48) (79) (138)
––––––––––– ––––––––––– –––––––––––

Net cash used in investing activities (48) (79) (138)
––––––––––– ––––––––––– –––––––––––

Financing activities

Other Interest paid (37) – (36)
Issue of new convertible loans 566 816 2,220
Payments to finance lease creditors (8) (43) (63)
Share issues – 10 10

––––––––––– ––––––––––– –––––––––––

Net cash used in financing activities 521 783 2,131
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––

Net increase/(decrease) in cash and cash 

equivalents (147) 465 277
Cash and cash equivalents at beginning 

of period/year 213 (64) (64)
––––––––––– ––––––––––– –––––––––––

Cash and cash equivalents at end of 

period/year 66 401 213
––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– –––––––––––
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Condensed consolidated statements of changes in equity

for the six months ended 30 June 2014

Capital Foreign
Share Share redemption exchange Retained Total
capital premium reserve reserve earnings Equity
£’000 £’000 £’000 £’000 £’000 £’000

At 1 January 2013 9 8,018 301 4 (9,985) (1,653)
Loss for the period – – – – (1,335) (1,335)
Other comprehensive loss – – – (20) – (20)

––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Total comprehensive loss – – – (20) (1,335) (1,356)
––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Issue of shares 10 – – – – 10
––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

At 30 June 2013 19 8,018 301 (16) (11,320) (2,998)
––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Loss for the period – – – – (1,183) (1,183)
Other comprehensive 
income – – – 16 – 16

––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Total comprehensive 

income/(loss) – – – 16 (1,183) (1,167)
––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

At 31 December 2013 19 8,018 301 – (12,503) (4,165)
––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Loss for the year period – – – – (1,032) (1032)
Other comprehensive 
income – – – 12 – 12

––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Total comprehensive 

income/(loss) – – – 12 (1,032) (1,020)
––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

At 30 June 2014 19 8,018 301 12 (13,535) (5,185)
––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––
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Notes forming part of the condensed consolidated interim financial information

for the six months ended 30 June 2014

1. Basis of preparation

Q Chip Limited (the “Company”) is a company domiciled in Wales. The Group’s consolidated Historical
Financial Information (“HFI”) and this condensed consolidated interim financial information have been
prepared in accordance with IFRS and International Accounting Standards (IAS) as adopted by the European
Union (EU). The accounting policies applied are consistent with those described in the HFI for Q Chip Limited,
the former holding company.

The condensed consolidated interim financial information contained in this interim statement does not
constitute financial statements as defined by section 434(3) of the Companies Act 2006. The condensed
consolidated interim financial information has been neither audited nor reviewed by the Group’s auditors.
The financial information for the year ended 31 December 2013 is derived from the HFI of Q Chip Limited,
for that period and included an accountant’s report, which was unqualified and did not contain any statement
under section 498(2) or 498(3) of the Companies Act 2006.The comparative financial information for the
year ended 31 December 2013 and 30 June 2013 does not constitute the full statutory accounts for those
periods.

There are no additional standards or interpretations applicable to the group for the accounting period
commencing 1 January 2014 for adoption.

In preparing the condensed interim financial information the Directors have considered the Group’s financial
projections, borrowing facilities and other relevant financial matters, and the Board is satisfied that there is
a reasonable expectation that the Group has adequate resources to continue in operational existence for
the foreseeable future. For this reason the Directors continue to adopt the going concern basis in preparing
the financial information.

2. Accounting policies

The accounting policies applied are consistent with those of the HFI for the year ended 31 December 2013.
Taxes on income in the interim periods are accrued using the tax rate that would be applicable to expected
total annual earnings.

Some of the significant accounting policies require management to make difficult, subjective or complex
judgments or estimates. The policies which management consider critical because of the level of complexity,
judgment or estimation involved in their application and their impact on the financial Information are:

● Revenue recognition

● Intangible asset recognition

● Effective interest rate

● Deferred tax recognition

● Useful lives of plant and equipment

3. Taxation

Income tax expense is recognised based on management’s best estimate of the weighted average annual
income tax rate expected for the full year. The estimated average annual tax rate used for the year to
31 December 2014 is 20 per cent. (the estimated tax rate for the first half to 30 June 2014 was 20 per
cent.). The current year is lower due to the further reduction in the standard rate of corporation tax.

The standard rate of tax in the comparative period was 20 per cent. The income tax credits relate to research
& development tax credits received.
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4. Share capital

1 January 30 June 31 December 30 June
2013 2013 2013 2014

Number Number Number Number
Authorised

A Ordinary Shares of 0.1p each 9,490,983 9,490,983 9,490,983 9,490,983
B Ordinary Shares of 0.1p each – – 10,000,000 10,000,000

1 January 30 June 31 December 30 June
2013 2013 2013 2014
£’000 £’000 £’000 £’000

A Ordinary Shares of 0.1p each 9 9 9 9
B Ordinary Shares of 0.1p each – 10 10 10

––––––––––– ––––––––––– ––––––––––– –––––––––––

9 19 19 19
––––––––––– ––––––––––– ––––––––––– –––––––––––

1 January 30 June 31 December 30 June
2013 2013 2013 2014

Number Number Number Number
Issued and fully paid

A Ordinary Shares of 0.1p each 9,490,983 9,490,983 9,490,983 9,490,983
B Ordinary Shares of 0.1p each 10,000,000 10,000,000

1 January 30 June 31 December 30 June
2013 2013 2013 2014
£’000 £’000 £’000 £’000

A Ordinary Shares of 0.1p each 9 9 9 9
B Ordinary Shares of 0.1p each – 10 10 10

––––––––––– ––––––––––– ––––––––––– –––––––––––

9 19 19 19
––––––––––– ––––––––––– ––––––––––– –––––––––––

5. Related party transactions

During the period ended 30 June 2014 Mr R I Smith, a director of the company, trading as RisCapital, was
paid £15,189 (June 2013 £Nil ; year ended 31 December 2013 £14,449). Trade creditors includes £Nil of
fees outstanding at the statement of financial position date (30 June 2013 £Nil; 31 December 2013 £1,775).

6. Dividends

No interim dividend has been proposed or recommended during the period. The Board remains committed
to developing the group’s product portfolio closer towards commercialisation.

7. Events after reporting period

On 17 November 2014, the Company entered into the Q Chip Acquisition Agreement as detailed in
paragraph 8 of Part VII of this document.
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PART V

PRO FORMA FINANCIAL INFORMATION

UNAUDITED PRO FORMA STATEMENT OF NET ASSETS OF THE GROUP 

AS AT 30 JUNE 2014 

The following unaudited pro forma statement of net assets of the Group (the “pro forma financial information”)
has been prepared to illustrate the effect on the consolidated net assets of Midatech Pharma PLC as if the
following events had occurred on 30 June 2014: (i) the Q Chip Acquisition had become unconditional; (ii) the
Q Chip conversion of loan notes; (iii) the conversion of the A Preference Shares; (iv) the cancellation of the B
Preference Shares; (v) the proceeds from a rights issue had been received by Midatech Limited; and (vi) the
net proceeds of the Placing had been received.

The pro forma financial information has been prepared for illustrative purposes only and, because of its
nature, addresses a hypothetical situation and does not, therefore, represent the Group’s actual financial
position or results.

The pro forma financial information is based on the consolidated net assets of both Midatech Limited and
Q Chip as at 30 June 2014, which are set out in the unaudited, consolidated financial statements for each
company for the six month period ended 30 June 2014 as set out in Sections C and F of Part IV of this
document, and has been prepared in a manner consistent with the accounting policies adopted by the
Company in preparing such information and on the basis set out in the notes set out below.

Adjustments
Q Chip 

conversion
of loan notes,
conversion of
A Preference

Shares,
cancellation of

Consolidated Consolidated B Preference
net assets net assets Shares

of Midatech of Q Chip and proceeds Net 
Limited as at as at of a rights Q Chip proceeds

30 June 2014 30 June 2014 issue Acquisition of Placing Total
(note 1) (note 2) (note 3) (notes 4,5) (note 6)
£’000 £’000 £’000 £’000 £’000 £’000

Assets
Non-current assets
Property, plant and equipment 761 276 – – – 1,037
Goodwill and intangibles on acquisition – – – 17,302 – 17,302
Intangible assets 5 – – – – 5
Other receivables due in greater 
than one year 349 – – – – 349

–––––––––– –––––––––– –––––––––– –––––––––– –––––––––– ––––––––––

1,115 276 – 17,302 – 18,693
–––––––––– –––––––––– –––––––––– –––––––––– –––––––––– ––––––––––

Current assets
Taxation 374 60 – – – 434
Trade and other receivables 402 32 (294) – – 140
Cash and cash equivalents 1,868 66 1,715 (92) 29,800 33,357

–––––––––– –––––––––– –––––––––– –––––––––– –––––––––– ––––––––––

2,644 158 1,421 (92) 29,800 33,931
–––––––––– –––––––––– –––––––––– –––––––––– –––––––––– ––––––––––

Total assets 3,759 434 1,421 17,210 29,800 52,624
–––––––––– –––––––––– –––––––––– –––––––––– –––––––––– ––––––––––

Liabilities
Current liabilities
Trade and other payables (780) (371) – – – (1,151)
Borrowings (1,330) – 1,138 – – (192)

–––––––––– –––––––––– –––––––––– –––––––––– –––––––––– ––––––––––

(2,110) (371) 1,138 – – (1,343)
–––––––––– –––––––––– –––––––––– –––––––––– –––––––––– ––––––––––

Non-current liabilities
Borrowings (2,219) (5,248) 6,323 – – (1,144)
Deferred tax liabilities – – – (2,883) – (2,883)

–––––––––– –––––––––– –––––––––– –––––––––– –––––––––– ––––––––––

(2,219) (5,248) 6,323 (2,883) – (4,027)
–––––––––– –––––––––– –––––––––– –––––––––– –––––––––– ––––––––––

Total liabilities (4,329) (5,619) 7,461 (2,883) – (5,370)
–––––––––– –––––––––– –––––––––– –––––––––– –––––––––– ––––––––––

Net (liabilities)/assets (570) (5,185) 8,882 14,327 29,800 47,254
–––––––––– –––––––––– –––––––––– –––––––––– –––––––––– –––––––––––––––––––– –––––––––– –––––––––– –––––––––– –––––––––– ––––––––––
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Notes:

1. The consolidated net assets of Midatech Limited at 30 June 2014 have been extracted without material adjustment from the
unaudited, consolidated financial statements of Midatech Limited for the six month period ended 30 June 2014 as set out in
Section C of Part IV of this document.

2. The consolidated net assets of Q Chip Limited at 30 June 2014 have been extracted without material adjustment from the
unaudited, consolidated financial statements of Q Chip Limited for the six month period ended 30 June 2014 as set out in
Section F of Part IV of this document.

3. A £5.248 million adjustment has been made to reflect the conversion of the convertible loan notes held at 30 June 2014 which
increases the net assets of Q-Chip by a corresponding amount. These loan notes will be converted to equity before the initial
point of offering and proposed acquisition completes.

The A Preference Shares with an aggregate nominal value of £1,000,000 and their accrued but unpaid dividend of £918,814
together with a redemption premium of £75,000 representing a debt of £1,993,814 will be satisfied by the issue of
746,747 Ordinary Shares (the Preference Exchange Shares).  On Admission the A Preference Shares will be converted to
Deferred Shares in Midatech Pharma PLC.

The B Preference Shares of £75,000 and their accrued but unpaid dividend of £219,000 in Midatech Limited were cancelled by
the company for nil consideration by exercising their £294,000 cancellation option on 31 October 2014.

Midatech Limited undertook a rights issue whereby the Company received £1,715,000 by issuing 334,215 shares at a price of
£5.13 between July 2014 and October 2014.

4. The fair value of the consideration to acquire Q-Chip represents 5,376,746 Ordinary Shares, as set out in the Q Chip Acquisition
Agreement. The value per Ordinary Share is 267 pence; therefore the fair value of the consideration is approximately £14.356
million. The resultant intangible asset is approximately £17.302 million which represents the excess consideration above the
acquired net assets.

£’000

Consideration payable in Ordinary Shares 13,556
Deferred consideration, payable in Ordinary Shares 800

–––––––––

Estimated total consideration 14,356
Book value of Q Chip net assets as at 30 June 2014 (5,185)
Conversion of convertible loan notes 5,248
Deferred tax liability arising on acquisition 2,883

–––––––––

Estimated intangible assets 17,302

Under IFRS3 the Group will need to allocate this intangible asset to those separately identifiable intangible assets with the residual
balance representing goodwill.

On the recognition of intangible assets (excluding goodwill) a corresponding deferred tax liability is recognised. This liability will
release to the income statement in line with the amortisation of the intangible asset.

The net assets of Q Chip will be subject to a fair value restatement as at the effective date of the transaction. Additionally, in
accordance with IAS 36 – “Impairment of assets”, the Company will assess the need for an impairment of goodwill and intangible
assets at the next reporting date, unless there is an indicator of impairment at an earlier point.

Actual intangible assets included in the Group’s next published financial statements may therefore be materially different from
that included in the pro forma statement of net assets.

5. In accordance with IFRS 3 revised, all acquisition costs will be expensed as incurred. For the purposes of this pro forma
statement, £92k of expenses incurred by the Group in connection with the Q Chip Acquisition have been shown net against
cash proceeds.

6. The Placing is estimated to raise net proceeds of approximately £29.8 million (approximately £32.0 million gross proceeds less
estimated expenses of approximately £2.2 million). The estimated issue costs and transaction expenses are based on the
Directors’ latest estimates of the Group’s issue costs and transaction expenses, as referred to in paragraph 19.9 of Part VII of
this document.

7. The Company was inserted as the holding company of Midatech Limited on 13 November 2014 pursuant to the terms of the
Share Exchange Agreement, under which the shareholders of Midatech Limited exchanged their shares for the same number
and class of shares in the capital of the Company. The Share Exchange Agreement has had no impact on the net assets of the
Group as it was accounted for by way of a common control transaction.

8. No account has been taken of the financial performance of the Company and its subsidiaries since 30 June 2014, and the
financial performance of Q Chip neither since 30 June 2014, nor of any other event save as disclosed above.
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PART VI

AGGREGATED HISTORICAL FINANCIAL INFORMATION

UNAUDITED STATEMENT OF AGGREGATED HISTORICAL FINANCIAL INFORMATION 

OF THE GROUP FOR THE THREE YEARS ENDED 31 DECEMBER 2013 

AND FOR THE SIX MONTHS ENDED 30 JUNE 2014

Selected aggregated financial information

Prior to Admission, Midatech Pharma PLC, Midatech Limited and its subsidiary companies and Q Chip
Limited and its subsidiary companies were independent trading groups of companies.

As part of the admission of the shares of Midatech Pharma PLC to trading on AIM, Midatech Pharma PLC
will acquire the entire issued share capital of Q Chip Limited by means of a share for share swap.

The unaudited aggregated financial information for the three years ended 31 December 2013 and for the
six months ended 30 June 2014 has been prepared in order to give an indication of the financial trading
history of Midatech Limited and its subsidiary companies and Q Chip Limited and its subsidiary companies
on an aggregated basis for the whole three and a half year period.

The unaudited aggregated financial information for the three years ended 31 December 2013 set out below
has been derived by aggregating:

● the relevant balance(s) from the consolidated financial information of Midatech Limited in Section B of
Part IV of this document; with

● the equivalent balance(s) set out in the consolidated financial information of Q Chip Limited in Section E
of Part IV of this document.

The unaudited aggregated financial information for the half year ended 30 June 2014 set out below has
been derived by aggregating:

● the relevant balance(s) from the consolidated interim financial information of Midatech Limited in
Section C of Part IV of this document; with

● the equivalent balance(s) set out in the consolidated interim financial information of Q Chip Limited in
Section F of Part IV of this document.

No further adjustments have been made to this aggregated financial information, including no acquisition or
merger accounting adjustments and no adjustments in respect of potential synergies.

The historical financial information and interim financial information, which formed the sources for the
aggregated financial information, should be read in conjunction with the aggregated financial information.
Investors should not rely solely on the aggregated financial information on the following pages.
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6 months 6 months 
Year ended Year ended Year ended ended ended

31 December 31 December 31 December 30 June 30 June
2011 2012 2013 2013 2014
£’000 £’000 £’000 £’000 £’000

Revenue 310 238 233 55 231
Other income – 42 99 88 39
Research and development 
costs (1,891) (2,203) (2,517) (1,452) (1,550)
Administrative costs (4,155) (4,312) (4,356) (2,160) (2,562)

––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Loss from operations (5,736) (6,235) (6,541) (3,469) (3,842)

Finance income/(expense), net (620) (632) (1,005) (430) (424)
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Loss before tax (6,356) (6,867) (7,546) (3,899) (4,266)
Tax credit 613 744 943 471 436

––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Loss after tax (5,743) (6,123) (6,603) (3,428) (3,830)

Other comprehensive 

loss, net of tax:

Items that will be reclassified 
subsequently to profit and loss 
when specific conditions are met
Exchange gains arising on 
translation of foreign operations 81 30 1 (24) (8)

––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Total other comprehensive 

loss, net of tax

Aggregate total 

comprehensive loss 

attributable to the 

owners of the parent (5,662) (6,093) (6,602) (3,452) (3,838)
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––
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6 months 6 months 
Year ended Year ended Year ended ended ended

31 December 31 December 31 December 30 June 30 June
2011 2012 2013 2013 2014
£’000 £’000 £’000 £’000 £’000

Assets

Non-current assets
Property, plant and equipment 1,019 1,120 950 1,035 1,037
Intangibles 1 2 4 3 5
Investment in equity accounted 
joint venture 6 49 12 49 –
Other receivables due in greater 
than one year 16 197 379 190 349

––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Total non-current assets 1,042 1,368 1,345 1,277 1,391

Current assets
Taxation 617 761 940 474 434
Trade and other receivables 483 1,177 940 229 434
Cash and cash equivalents 4,178 153 2,600 678 1,934

––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Total current assets 5,278 2,091 4,480 1,381 2,802

Current Liabilities
Trade and other payables (1,368) (1,943) (1,497) (2,045) (1,151)
Loans and borrowings (1,127) (3,350) (1,256) (1,207) (1,330)
Derivative financial liabilities (459) (459) – – –

––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Total current liabilities (2,954) (5,752) (2,753) (3,252) (2,481)

Non-current liabilities
Loans and borrowings (4,291) (4,451) (6,478) (5,571) (7,467)
Deferred tax liability (6) – – – –

––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Total non-current liabilities (4,297) (4,451) (6,478) (5,571) (7,467)
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Total liabilities (7,251) (10,203) (9,231) (8,823) (9,948)
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Total net assets/(liabilities) (931) (6,744) (3,406) (6,165) (5,755)
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Equity attributable to 

owners of the parent

Share capital 9 9 19 19 19
Share premium reserve 19,984 19,984 29,036 23,547 29,073
Other reserves 21 301 301 301 301
Shares to be issued – – – – 1,451
Retained deficit (21,056) (27,179) (32,904) (30,165) (36,721)
Foreign exchange reserve 111 141 142 133 122

––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Total equity/(deficit) (931) (6,744) (3,406) (6,165) (5,755)
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––
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6 months 6 months 
Year ended Year ended Year ended ended ended

31 December 31 December 31 December 30 June 30 June
2011 2012 2013 2013 2014
£’000 £’000 £’000 £’000 £’000

Cash flows from operating 

activities

Loss of the year before tax (6,356) (6,867) (7,546) (3,899) (4,266)
Adjustments for:
Depreciation of tangible fixed 
assets 295 287 362 186 144
Amortisation of intangible 
assets 1 1 1 – 57
Net interest expense 620 632 1,005 454 424
Share of post-tax loss from 
equity accounted joint venture 28 18 – – –

––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Cash flows from operating 

activities before changes in 

working capital (5,412) (5,929) (6,178) (3,259) (3,641)
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Increase in trade and other 
receivables (193) (236) (314) 891 436
(Decrease)/increase in trade 
and other payables (35) 643 (424) 104 (272)

––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Cash (used in)/generated 

from operations (228) 407 (738) 995 164
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Taxes received 499 600 764 761 891
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Net cash used in operating 

activities (5,141) (4,922) (6,152) (1,503) (2,586)
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Investing activities

Purchases of property, plant 
and equipment (163) (321) (185) (102) (288)
Purchases of intangibles – (2) (3) (1) –
Investment in joint venture (10) (61) – – 12
Interest received 4 9 – – 2

––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Net cash used in investing 

activities (169) (375) (188) (103) (274)
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Financing activities

Interest paid (25) (28) (51) (8) (39)
Payments to finance lease 
creditors (58) (40) (156) (91) (32)
Repayment of borrowings (103) (76) (200) (113) –
Proceeds from borrowings 192 – – – 99
Issue of convertible debt 422 1,332 3,471 816 566
Share issues net of costs 7,923 – 5,807 1,611 1,600

––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Net cash generated 

from/(used in) financing 

activities 8,351 1,188 8,871 2,215 2,194
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Net increase/(decrease) in 

cash and cash equivalents 3,041 (4,109) 2,531 609 (666)
Cash and cash equivalents 

at beginning of year 1,137 4,178 69 69 2,600
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––

Cash and cash equivalents 

at end of year 4,178 69 2,600 678 1,934
––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––––––––––––– ––––––––––– ––––––––––– ––––––––––– –––––––––––
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PART VII

ADDITIONAL INFORMATION

1. RESPONSIBILITY

The Company, (whose registered office appears in paragraph 2.4 of this Part VII) and the Directors (whose
names and functions appear on page 6 of this document), accept responsibility for the information contained
in this document. To the best of the knowledge and belief of the Company and of the Directors each of
which has taken reasonable care to ensure that such is the case, the information contained in this document
is in accordance with the facts and does not omit anything likely to affect the import of such information.

2. THE COMPANY AND THE GROUP

2.1 The Company was incorporated in England and Wales on 12 September 2014 under the Companies
Act 2006 as a private company limited by shares with the name Midatech Pharma Limited and with
the registered number 09216368. The Company is domiciled within the United Kingdom.

2.2 The Company was re-registered as a public limited company under the 2006 Act on 27 November
2014 with the name Midatech Pharma PLC.

2.3 The liability of the members of the Company is limited to the amount paid up or to be paid up on their
shares. The principal legislation under which the Company operates is the 2006 Act.

2.4 The registered office and the head office of the Company is at Milton Park Innovation Centre, 99 Park
Drive, Milton Park, Abingdon, Oxfordshire, OX14 4RY.

2.5 The Company’s website address, at which the information required by Rule 26 of the AIM
Rules can be found, is www.midatechpharma.com, and the Company’s phone number is
+44 (0) 1235 841 575.

2.6 The Company has interests held, directly or indirectly, in the following subsidiaries:

Percentage of 
issued share capital 

Company name Country of incorporation or interest held

Q Chip Limited England & Wales 100%(1)

Q Chip BV Netherlands 100%(1)

OpsiRx Pharmaceuticals Limited England & Wales 100%(1)

OpsiRx Holdings Limited England & Wales 100%(1)

Midatech Limited England & Wales 100%
Midatech Biogune SL Spain 100%
Midatech Andalucia SL Spain 100%
Pharmida AG Switzerland 100%
Cura Vaccines Ltd England & Wales 100%
MidaSol Therapeutics GP Grand Cayman 50%
Syntara LLC United States of America 50%(2)

(1) The interest of the Company in this entity is effective from Admission under the terms of the Q Chip Acquisition Agreement. 
(2) The percentage ownership is determined by reference to the partnership agreement and varies from time to time depending

on capital committed. 50 per cent. is the economic interest, the Company can currently direct 49 per cent. of the voting
rights through its subsidiaries. Syntara LLC is a dormant company.

2.7 The principal activity of the companies set out in paragraph 2.6 of this Part VII is the research,
development and production of biopharmaceutical products using its proprietary technologies and
all of such subsidiaries and associated undertakings operate in their country of incorporation.
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3. SHARE CAPITAL OF THE COMPANY.

3.1 The issued share capital of the Company as at incorporation on 12 September 2014 comprised of
1 ordinary share of £1, which was issued to Nicholas Robbins-Cherry, a director of the Company.

3.2 The Company was inserted as the holding company of the Group on 13 November 2014 pursuant
to the terms of the Share Exchange Agreement (as such agreement is more particularly described in
paragraph 17.1 of this Part VII).

The following changes in the share capital of the Company, and its constitution, have taken place
between the date of the Company’s incorporation and the date of this document:

1. The Company was incorporated on 12 September 2014 with a share capital of 1 ordinary
share of £1 and was re-registered as a public limited company on 27 November 2014 with the
name “Midatech Pharma PLC”.

2. On 13 November 2014, the following written ordinary and special resolutions of the Company’s
sole member were passed: 

(a) the 1 ordinary share of £1 was subdivided into 10,000 ordinary shares of 0.01 pence
each (the “Subscriber Shares”);

(b) the Company adopted revised articles of association mirroring those of Midatech Limited
in all material respects;

(c) the Directors were authorised for the purposes of section 551 of the 2006 Act to allot
relevant securities of the Company up to a total aggregate nominal amount of
£1,000,440, such authorities being for up to 3,300,000 ordinary shares of 0.01 pence
each, 1,000,000 A preference shares of £1 each and 1,100,000 C preference shares
of 0.01 pence each; and

(d) the Directors were authorised to allot equity securities for cash pursuant to the resolution
described in paragraph 2(c) above as if section 561(1) of the 2006 Act did not apply to
any such allotment , such authorisation expiring after one month.

3. After the passing of the resolutions set out at paragraph 2 above, the following relevant
securities in the capital of the Company were allotted on 13 November 2014 pursuant to the
Share Exchange Agreement: 3,287,528 ordinary shares of 0.01 pence each, 1,000,000 A
preference shares of £1 each and 1,076,802 C preference shares of 0.01 pence each.

4. On 28 November 2014 a written ordinary resolution of the Company’s members were passed
whereby the Directors were authorised for the purposes of section 551 of the 2006 Act to allot
relevant securities of the Company up to an aggregate nominal amount of £62.84 in respect
of the Warrant Exchange Shares.

5. On 28 November 2014 the Company allotted 628,356 ordinary shares of 0.01 pence each
(being the Warrant Exchange Shares) to holders of warrants to subscribe for shares in Midatech
Limited pursuant to agreements further described in paragraph 17.3 of this Part VII.

6. On 28 November 2014 the 1,076,802 C preference shares of 0.01 pence each (being all such
class of shares in issue) were converted into 1,076,802 ordinary shares of 0.01p each and the
Subscriber Shares referred to in paragraph 2(a) above were converted into one Deferred Share.

7. On 28 November 2014 a written ordinary resolution of the Company’s members was passed
whereby each of the ordinary shares in the capital of the Company was sub-divided into two
ordinary shares of 0.005 pence each and consequently as at the date of this document the
issued share capital of the Company comprised of 9,985,372 Ordinary Shares, 1,000,000 A
Preference Shares of £1 each and 1 Deferred Share.

8. On 2 December 2014, the following written ordinary and special resolutions of the Company’s
members were passed:

(a) new articles of association were adopted commensurate with those of a public limited
company.

(b) conditional upon Admission, the Directors were authorised for the purposes of section
551 of the 2006 Act to allot relevant securities of the Company:
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(i) up to an aggregate nominal amount of £268.84 in respect of the Consideration
Shares;

(ii) up to an aggregate nominal amount of £599.26 in respect of the Placing Shares;

(iii) up to an aggregate nominal amount of £138.97 in respect of the Share Schemes;

(iv) up to an aggregate nominal amount of £37.34 in respect of the Preference
Exchange Shares;

(v) otherwise than pursuant to sub-paragraphs i. to iv. above, up to one third of the
issued share capital of the Company immediately following Admission such
authorisation expiring on the date of the next annual general meeting of the
Company; and

(c) the Directors were also authorised, conditional on Admission and subject to the passing
of the resolutions summarised in paragraph 8(b) above (the “s.551 Resolution”), to
allot equity securities for cash: (i) up to an aggregate nominal amount of £463.24 and
(ii) a further amount of up to ten per cent. of the issued share capital of the Company as
at Admission pursuant to the s.551 Resolution as if section 561(1) of the 2006 Act did
not apply to such allotments, such authorisation expiring on the date of the next annual
general meeting of the Company.

3.3 The issued fully paid share capital of the Company as at the date of this document and as it is
expected to be immediately following Admission is as follows:

Ordinary Shares £ Number

As at the date of this document 499.27 9,985,372
Immediately following Admission 1,389.71 27,794,260

A Preference Shares £ Number

As at the date of this document 1,000,000 1,000,000
Immediately following Admission Nil Nil

Deferred Shares £ Number

As at the date of this document 1 1
Immediately following Admission 1,000,001 1,000,001

3.4 The legislation under which the Ordinary Shares have been created is the 2006 Act.

3.5 The Ordinary Shares are denominated in pounds sterling.

3.6 Save as disclosed in this paragraph 3 or in paragraph 4 of this Part VII:

(a) no shares in the capital of the Company have been issued otherwise than as fully paid;

(b) the Company does not have in issue any shares not representing capital;

(c) the Company does not hold any treasury shares and no shares in the capital of the Company
are held by or on behalf of any member of the Group;

(d) the Company does not have in issue any convertible securities, exchangeable securities or
securities with warrants;

(e) there are no acquisition rights and/or obligations over any unissued shares in the capital of the
Company and no undertaking has been given by the Company to increase its issued share
capital; and

(f) no share or loan capital of any member of the Group is under option or has been agreed,
conditionally or unconditionally, to be put under option.

3.7 The Placing Shares will, on Admission, rank pari passu in all respects with the Existing Ordinary Shares
including the right to receive all dividends or other distributions declared, made or paid on the Ordinary
Shares after Admission.
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4. DISCLOSURE OF INTERESTS

DIRECTORS’ AND OTHERS’ INTERESTS

4.1 The interests (within the meaning of sections 820 to 855 of the 2006 Act) (all of which are beneficial,
unless otherwise stated) of the Directors and their families (within the meaning of the AIM Rules) in
the Ordinary Shares of the Company (the existence of which is known to or could, with reasonable
diligence, be ascertained by that Director) as at the date of this document and as they will be
immediately following Admission are as follows:

As at the date Immediately following 
of the document Admission

Number of
Existing % of Existing Number of

Ordinary Ordinary Ordinary % of Enlarged
Director Shares Shares Shares Share Capital

Rolf Stahel1 489,762 4.9 527,215 1.9
Jim Phillips 23,848 0.2 31,339 0.1
Nick Robbins-Cherry – – – –
Jeff Brown2 – – – –
John Johnston – – 14,981 0.1
Michele Luzi3 159,262 1.6 190,762 0.7
Pavlo Protopapa4 1,649,334 16.5 1,649,334 5.9
Simon Turton – – 215,328 0.8
Sijmen de Vries5 8,802 0.1 8,802 0.0

Notes:

1. See paragraph 4.3 below.
2. See paragraph 4.4 below.
3. Includes 69,328 Ordinary Shares held by Herald Trustees, of which Mr Luzi is the beneficiary.
4. These shares are registered to the name of Ippon Capital SA, of which Mr Protopapa is a director and 45 per cent. ultimate

beneficial shareholder.
5. Mr de Vries also has a 5 per cent. shareholding in Promida Holdings Limited, a Shareholder of the Company.

4.2 As at Admission there will be subsisting Options granted over a total of 1,307,694 Ordinary Shares
of these Options over 251,694 Ordinary Shares are currently vested and capable of exercise. All
subsisting Options will continue to be governed and be exercisable in accordance with the rules of
the Midatech Limited Enterprise Management Incentive Scheme (described in paragraph 11.4 of this
Part VII), however, are no longer subject to time based vesting criteria but still subject to share
performance criteria. Directors currently hold the following outstanding awards:

Number Number 
of shares of vested Exercise Date Lapse Type of 

Optionholder under option shares price of grant date option

Jim Phillips 200,000 100,000 £0.075 09/05/2014 01/05/2023 EMI
Jim Phillips 400,000 – £0.075 30/06/2014 30/06/2024 EMI
Michele Luzi 6,250 6,250 £4.00 13/11/2009 13/11/2014 Non-EMI
Michele Luzi 17,900 17,900 £4.19 20/08/2010 20/08/2015 Non-EMI
Michele Luzi 18,796 18,796 £4.19 20/04/2012 Non-EMI
Nick 
Robbins-Cherry 60,000 – £0.075 30/06/2014 30/06/2024 EMI
Sijmen de Vries 3,000 – £1.425 31/12/2008 Non-EMI
Sijmen de Vries 4,000 – £4.19 20/04/2012 Non-EMI
Sijmen de Vries 10,000 – £0.075 30/06/2014 30/06/2024 Non-EMI

In addition to the options granted to directors set out above, a total of 587,748 options over Ordinary
Shares have been issued to employees with exercise prices between £0.075 and £4.19.

4.3 In relation to the interests of Rolf Stahel in the 489,762 Existing Ordinary Shares described in
paragraph 4.1 above, Mr Stahel has agreed to restrictions on any disposal (including offering such
shares as security) and voting rights of such shares. The restrictions were agreed between Mr Stahel
and the Group on 15 April 2014 and as subsequently amended on 2 December 2014. The effective
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date of 15 April 2014 (the “Effective Date”) being the date of the original grant of options relevant to
such shares pursuant to the terms of Mr Stahel’s first appointment to the Group as described in
paragraph 6.1.2 of this Part VII (the “Appointment Agreement”). Such restrictions (subject at all
times to a Lock In Agreement) are as follows:

(a) as to 244,881 of such shares (“Relevant Shares”) Mr Stahel is under an obligation not to
dispose of the Relevant Shares subject to the one quarter of the Relevant Shares being
released from such disposal restriction on each of the first, second, third and fourth
anniversaries of the Effective Date such that by the fourth anniversary of the Effective Date the
Relevant Shares are no longer subject to any disposal restriction. In the event of termination
by the Company of Mr Stahel’s appointment as a Non-executive Director in certain
circumstances for cause, prior to such fourth anniversary, any shares which remain restricted
are able to be purchased by the Company at a price of £0.075 per Ordinary Share (the
“Relevant Price”). On the occurrence of other circumstances of termination the restrictions
shall cease to apply to the Relevant Shares; 

(b) as to a further 122,441 of such shares, Mr Stahel has agreed not to dispose of such shares
until the first to occur of (i) the Company achieving a target measured by the average market
capitalisation of the Company on any public market over a 30 day period of at least
£184.7 million provided the Share Increase Hurdle applies or a trade sale or a valuation carried
out by an independent valuer (together, the “Trigger Events”); or (ii) the fourth anniversary of
the Effective Date whereupon the Company has the right to repurchase such shares at the
Relevant Price if no Trigger Event at or above such value has occurred;

(c) as to a further 122,441 of such shares, Mr Stahel has agreed not to dispose of such shares
until the first to occur of (i) the Company achieving a target measured by the average
capitalisation of the Company on any public market over a 30 day period of at least
£240.9 million provided the Share Increase Hurdle applies on a Trigger Event; or (ii) the fourth
anniversary of the Effective Date whereupon the Company has the right to repurchase such
shares at the Relevant Price if no Trigger Event at or above such value has occurred; and

(d) such of the Relevant Shares as are subject to disposal restrictions are unable to be voted upon
by Mr Stahel during the periods described above in respect of the amount of such shares
which remain under restriction.

In this paragraph 4.3 the “Share Increase Hurdle” means an increase in the mid market price of an
Ordinary Share to at least 333 pence.

The remaining 37,453 Ordinary Shares subscribed for by Mr Stahel in the Placing are not subject to
any of the restrictions described in this paragraph 4.3.

4.4 Effective upon Admission, Jeff Brown will no longer receive any remuneration or expense
reimbursement from Nanoline Partners L.P., a Shareholder of the Company. Jeff Brown will continue
to have a profit share override on Nanoline Partners L.P.’s shares held at the time of Admission. Jeff
Brown will have no economic or financial relationship with Nanoline Partners L.P. after Admission
other than the profit share override disclosed in this paragraph 4.4.

4.5 None of the Directors nor (so far as is known to the Directors having made appropriate enquiries) any
person connected with any of the Directors within the meaning of section 252 of the Companies Act
holds a related financial product (as defined in the AIM Rules) referenced to the Ordinary Shares.

4.6 Save as disclosed in this paragraph 4, no Director has at the date of this document (or will have at
Admission) any option over any shares in the Company.

4.7 Save as disclosed in this paragraph 4, none of the Directors nor any person connected with any of
the Directors within the meaning of section 252 of the Companies Act has any interest in the issued
share capital of the Company or of any of its subsidiaries or will at Admission have any such interest.
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MAJOR SHAREHOLDERS

4.8 As at the date of this document and immediately following Admission, the following persons will be
interested, directly or indirectly, jointly or severally, in 3 per cent. or more of the Company’s issued
share capital or exercise or could exercise control over the Company:

As at the date Immediately following 
of the document Admission

Number of
Existing % of Existing Number of

Ordinary Ordinary Ordinary % of Enlarged
Shareholder Shares Shares Shares Share Capital

Ferracom Establishment1 2,355,462 23.6 3,043,164 10.9
Ippon Capital SA2 1,649,334 16.5 1,649,334 5.9
Promida Holdings Limited3 1,300,280 13.0 1,300,280 4.7
Nanoline Partners L.P.4 1,052,878 10.5 1,052,878 3.8
MonoSol RX LLC 880,216 8.8 880,216 3.2
Rolf Stahel5 489,762 4.9 527,215 1.9
Woodford Fund Management Limited – – 5,556,071 19.99
Finance Wales Investments Limited – – 1,531,136 5.5
Disruptive Capital Finance LLP – – 1,524,294 5.5
Arrowgrass Capital Partners LLP – – 1,469,500 5.3
Legal & General Investment 
Management Limited – – 1,123,500 4.0
Octopus Investments Limited – – 992,500 3.6

1. Ferracom Establishment additionally hold 1,000,000 A Preference Shares in the Company as at the date of this document.
Upon Admission, such A Preference Shares shall be redesignated as Deferred Shares and Ferracom Establishment shall
be issued Preference Exchange Shares.

2. Mr Protopapa, a director of the Company and Ippon Capital SA, holds an ultimate beneficial interest of 45 per cent. in
Ippon Capital SA.

3. Mr de Vries, a director of the Company, holds a beneficial interest of 5 per cent. in Promida Holdings Limited.
4. Mr Brown, a director of the Company, has an interest in Nanoline Partners which is described in paragraph 4.4 above.
5. See paragraph 4.3 above.

4.9 The Ordinary Shares held by the Shareholders set out at paragraph 4.8 above rank pari passu with
the Existing Ordinary Shares and, in particular, have no different voting rights than other existing
Shareholders.

4.10 Other than as disclosed in this document, the Directors are not aware of any person or persons who,
directly or indirectly, have at the date of this document or will immediately following Admission have
an interest in the Company which represents 3 per cent. or more of the issued share capital or voting
rights, or who at the date of this document, or who directly or indirectly jointly or severally, exercise
or could exercise, control over the Company.

5. SUMMARY OF THE ARTICLES

5.1 Articles at the date of this document – A Preference Shares

As at the date of this document there are 1,000,000 A Preference Shares in issue. Immediately prior
to and conditional upon Admission all of the A Preference Shares are to be redesignated as Deferred
Shares and the rights attaching to the A Preference Shares shall be varied accordingly. There is at
the date of this document an accrued but unpaid dividend and a redemption amount which is payable
to the holders of the A Preference Shares (in aggregate, the “A Preference Liability”). Immediately
prior to and conditional upon Admission, the Preference Exchange Shares will be issued by the
Company to the holder of the A Preference Shares in satisfaction of the A Preference Liability. 

The rights attaching to the A Preference Shares are summarised below.

The nominal value of the A Preference Shares is £1.00. The A Preference Shares rank pari passu
together with the Ordinary Shares in all respects save as set out below.
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Liquidation

On a distribution of assets on a liquidation or a winding up (other than a conversion, redemption or
purchase of shares), the A Preference Shares rank in front of the Ordinary Shares.

Voting

Holders of A Preference Shares are entitled to receive notice of and to attend and speak at general
meetings of the Company.  Holders of A Preference Shares may not vote at general meetings of the
Company unless:

1. any indebtedness of the Company or a subsidiary undertaking has become repayable before
its specified maturity or has been the subject of a demand for repayment; or

2. the business of the meeting includes consideration of a resolution to wind up the Company or
directly or adversely varying any of the special rights attached to the A Preference Shares held
by them; or

3. when such A Preference Shares held by them are due for redemption, the Company does not
pay all the redemption money then payable to such Shareholders, whether or not the Company
has enough profits available for distribution or other requisite funds to pay the redemption
money.

On the occurrence of any of the three events summarised above, on a show of hands, each holder
of A Preference Shares who is present in person or (being a corporation) is present by a representative
has one vote and on a poll each such holder shall have one vote for every A Preference Share held
by him.  

Redemption

Immediately before a listing (such definition being satisfied by Admission) or a change of control, the
Company shall redeem all A Preference Shares at a redemption premium of 7.5 pence per share.

The holders of a majority of the A Preference Shares in issue are entitled to require redemption of
some or all of the A Preference Shares (including payment of the redemption premiums thereon) and
payment of the accrued and unpaid accrued A Preferred dividend thereon, if any of the following
events occur and if, within 28 days afterwards, they serve the Company with notice specifying their
requirements: 

1. when such A Preference Shares are due for redemption, the Company does not pay all the
redemption money, or the Redemption Premiums payable thereon, or the accrued and unpaid
Accrued A Preferred Dividend then payable to holders of the A Preference Shares; or

2. those holders of the A Preference Shares become aware that any indebtedness of the
Company or a subsidiary undertaking has become repayable before its specified maturity or
has been the subject of a demand for repayment. 

5.2 Articles adopted conditional upon Admission

5.2.1 Objects

Pursuant to section 31 of the 2006 Act, the objects for which the Company is established are
unrestricted and the Company has full power and authority to carry out any object not
prohibited by law.

5.2.2 Variation of class rights and class meetings

Whenever the share capital of the Company is divided into different classes of shares, all or
any of the rights attached to any class may be varied or abrogated in such manner (if any) as
may be provided by those rights or (in the absence of any such provision) either with the
consent in writing of the holders of not less than three-quarters in nominal value of the issued
shares of that class or with the authority of a special resolution passed at a separate general
meeting of the holders of the shares of that class.
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A separate meeting for the holders of a class of shares shall be convened and conducted as
nearly as possible in the same way as a general meeting pursuant to these Articles, except
that:

5.2.2.1 no member, other than a Director, shall be entitled to notice of it or to attend such
meeting unless he is a holder of shares of that class;

5.2.2.2 no vote may be given except in respect of a share of that class;

5.2.2.3 the quorum at the meeting other than an adjourned meeting shall be two persons
holding or representing by proxy at least one-third in nominal value of the issued shares
of that class and at an adjourned meeting the quorum shall be one person holding
shares of that class or his proxy; and every holder of shares of the class shall, on a poll,
have one vote in respect of every share of the class held by him;

5.2.2.4 every holder of shares of the class shall, on a poll, have one vote in respect of every
share of the class held by him; and

5.2.2.5 a poll may be demanded by a member present in person or by proxy and entitled to
vote at the meeting and on a poll each member shall have one vote for every share of
that class of which he is the holder.

5.2.3 Convening general meetings

5.2.3.1 An annual general meeting shall be held in every year as the annual general meeting of
the Company (and specified as such in the notice convening the meeting), at such time
(within a period of not more than fifteen months after the holding of the last preceding
annual general meeting) and place as may be determined by the Board.

5.2.3.2 Without prejudice to the Articles and the requirement under the 2006 Act to convene
an annual general meeting in each year, the Board may convene a general meeting
whenever it thinks fit. A general meeting shall also be convened on such requisition, or
in default may be convened by such requisitionists, as provided by sections 303 to 305
of the 2006 Act and no business shall be transacted at such meeting except that stated
by the requisition or proposed by the Board in accordance with the Protocol.

5.2.3.3 The Company shall determine the time, being no more than 48 hours before the time
fixed for the meeting, by which a person must be entered on the register of members
in order to be entitled to attend or vote at a general meeting.

5.2.4 Ownership threshold and change of control

The Articles do not prescribe any ownership threshold above which Shareholder ownership
must be disclosed. There are no provisions in the Articles which would have the effect of
delaying, deferring or preventing a change of control of the Company.

5.2.5 Alteration of capital

The Company, by special resolution, may reduce its share capital, any capital redemption
reserve fund or any share premium account in any manner and with, and subject to, any
incident authorised, and consent required, by law.

5.2.6 Transfer of shares

5.2.6.1 Shares may be held in uncertificated form and uncertificated shares may be transferred
in accordance with the rules, procedures and practices of the relevant system and the
Uncertificated Securities Regulations. Subject to the provisions of the Uncertificated
Securities Regulations, the transferor shall remain the holder of the share transferred
until the name of the transferee is entered in the register of members of the Company
in respect of it.

5.2.6.2 Transfers of shares in certificated form may be effected by an instrument in writing, in
any usual form or in any other form approved by the directors. The instrument of transfer
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shall be executed by or on behalf of the transferor and, unless the share is fully paid, by
or on behalf of the transferee.

5.2.6.3 Subject to the Articles, the Board may, in its absolute discretion and without giving a
reason, refuse to register the transfer of a certificated share or the renunciation of a
renounceable letter of allotment unless it is:

(i) in respect of a share which is fully paid;

(ii) in respect of a share on which the Company has no lien;

(iii) in respect of only one class of shares;

(iv) in favour of a single transferee or renouncee or not more than four joint transferees
or renouncees;

(v) duly stamped or duly certificated or otherwise shown to the satisfaction of the
Board to be exempt from stamp duty (if required); and

(vi) delivered for registration to the registered office of the Company or such other
place as the Board may decide, accompanied by the certificate for the shares to
which it relates (except in the case of a transfer of a share, for which a certificate
has not been issued, by a person in respect of whom the Company is not
required by the 2006 Act to complete and have ready for delivery a share
certificate, and except in the case of a renunciation) and any other evidence as
the Board may reasonably require to prove the title to such share of the transferor
or person renouncing and the due execution by him of the transfer or renunciation
or, if the transfer or renunciation is executed by some other person on his behalf,
the authority of such person to do so.

5.2.6.4 If the Board refuses to register any such transfer or renunciation (relating to either
certificated or uncertificated shares) the Company shall, within two months after the
date on which the instruction relating to such transfer or renunciation was received by
the Company, send notice of the refusal to the transferee or renouncee.

5.2.7 Restrictions on voting, dividends and transfer of default shares

5.2.7.1 If a member or any person appearing to be interested in shares in the Company has
been duly served with a notice under section 793 of the 2006 Act and is in default in
supplying to the Company the information required in respect of the shares to which
the notice relates (the “default shares”) within fourteen days after the service of such
notice, (the “direction notice”) the restrictions set out in articles 8.6.2 and 8.6.3 shall
apply.

5.2.7.2 The default shares shall not confer on the member concerned any entitlement to attend
or vote, either personally or by proxy, at a general meeting or class meeting of the
Company.

5.2.7.3 Where default shares represent at least 0.25 per cent. of the class of shares concerned,
the holder of the default shares shall not be entitled in respect of the default shares:

(i) to receive any dividend or other distribution;

(ii) the member shall not be entitled to elect, pursuant to the Articles or otherwise,
to receive shares instead of a dividend; and/or

(iii) to transfer or agree to transfer the default shares unless the transfer is an exempt
transfer.

For this purpose, an “exempt transfer” is a transfer of shares pursuant to an acceptance of a
takeover offer (within the meaning of section 974 of the 2006 Act); a transfer in consequence
of a sale made through the London Stock Exchange or any investment exchange selected by
the Company outside the United Kingdom on which any shares are normally traded; or a
transfer which is shown to the satisfaction of the Board to be made in consequence of a sale
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in good faith of the whole of the beneficial interest in the shares to a person who is unconnected
with the member and with any other person appearing to be interested in the shares.

The terms of a direction notice shall cease to have effect seven days following due compliance,
to the satisfaction of the directors, with the notice under section 793 of the 2006 Act, or if the
transfer of any default shares is by way of an approved transfer, but only in respect of the
default shares which are transferred.

5.2.8 Pre-emption rights

Rights of pre-emption are to be governed by the provisions of the 2006 Act and accordingly
the Articles do not prescribe any rights of pre-emption in relation to offers for subscription of
Ordinary Shares.

5.2.9 Redemption and conversion

The Ordinary Shares are not redeemable or convertible.

5.2.10 Participation in profits and assets

5.2.10.1 Subject to the superior rights of any other class or classes of shares that are, or may
be, issued by the Company, the rights and restrictions attaching to the Ordinary
Shares as regards participation in the profits and assets of the Company are as
follows:

(i) any profits which the Company may determine to distribute in respect of any
financial year shall be distributed among the holders of the Ordinary Shares
pro rata according to the amounts paid up or credited as paid up on such
shares held by them respectively; and

(ii) the capital and assets of the Company on a winding-up or other return of
capital shall be applied in repaying to the holders of the Ordinary Shares the
amounts paid up or credited as paid up on such shares and subject thereto
shall belong to and be distributed according to the number of such shares
held by them respectively.

5.2.11 Entitlement to dividends

Except as otherwise provided by the Articles or the rights attached to, or the terms of issue of
shares:

(i) a dividend shall be declared and paid according to the amounts paid up (otherwise than
in advance of calls) on the nominal value of the shares on which the dividend is paid;
and

(ii) dividends shall be apportioned and paid proportionately to the amounts paid up on the
nominal value of the shares during any portion or portions of the period in respect of
which the dividend is paid, but if any share is issued on terms that it shall rank for
dividend as from a particular date, it shall rank for dividend accordingly.

5.2.12 Voting

5.2.12.1 On a show of hands, every member present in person has one vote, each authorised
person appointed by a corporate Shareholder has one vote and every proxy present
has one vote, unless he has been appointed by more than one member and has
been instructed by one or more of those members to vote for the resolution and by
one or more others to vote against it, in which case he has one vote for and one
vote against the resolution.

5.2.12.2 In the case of a poll every member has one vote for every share held by him and his
voting rights may be exercised by one or more proxies.

5.2.12.3 These voting rights are subject to any rights or restrictions as to entitlement to vote
and to any suspension or abrogation of voting rights pursuant to the Articles.
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5.2.13 Dividends

5.2.13.1 The Company may, by ordinary resolution, declare dividends but no such dividend
shall exceed the amount recommended by the directors. The directors may from
time to time pay such interim dividends as appear justified by the financial position
of the Company.

5.2.13.2 The directors may deduct from any dividend or other moneys payable to any person
or, in respect of a share, all such sums as may be due from him to the Company in
relation to the shares of the Company.

5.2.13.3 All unclaimed dividends may be invested or otherwise made use of by the directors
for the benefit of the Company until claimed. Any dividend which has remained
unclaimed for a period of twelve years after having been declared or become due
for payment shall be forfeited and shall revert to the Company.

5.2.14 Directors

5.2.14.1 Number of directors

Unless otherwise determined by the Company by ordinary resolution, the number of
directors shall not be fewer than two. The Company may from time to time by
ordinary resolution fix a maximum number of directors and from time to time vary
that maximum number.

5.2.14.2 Shareholding qualification

A director is not required to hold any shares in the Company. A director who is not
a member of the Company shall nevertheless be entitled to receive notice of and to
attend and speak at all general meetings and class meetings.

5.2.14.3 Directors’ remuneration and expenses

(i) Remuneration paid to the directors (other than executive directors) for their
services as officers of the Company shall not exceed in aggregate £300,000
per annum or such larger amount as the Company may by ordinary resolution
determine. Any such remuneration shall be distinct from any salary,
remuneration or other amounts payable to the director pursuant to any other
provision of the Articles.

(ii) A director who, at the request of the board, goes or resides abroad, makes a
special journey or performs a special service on behalf of or for the Company
may be paid such reasonable additional remuneration (whether by way of
salary, bonus, commission, percentage of profits or otherwise) and expenses,
as the board acting through a duly authorised board committee may decide.

(iii) The Company may also pay or repay to any director all travelling, hotel and
other expenses reasonably and properly incurred in attending and returning
from meetings of the directors or any committee of the directors or general
meetings of the Company or separate meetings of the holders of any class of
shares or debentures in the Company.

(iv) The directors may establish and/or contribute to any pension, retirement or
superannuation scheme or fund and may pay or agree to pay pension,
retirement, superannuation benefits, annuities and other emoluments to (or
to any person in respect of) any person who is or was at the time a director
or officer or employee of the Company or any associated company, for his
benefit or for the benefit of any member of his family. The directors may also
establish and/or contribute to any death and/or disability scheme for the
benefit of any person who is or was at the time a director or officer or
employee of the Company or any associated company or for the benefit of
any member of his family.
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5.2.14.4 Interests and conflicts

(i) The directors are empowered pursuant to section 175 of the 2006 Act to
authorise any matter which would or might otherwise constitute a breach of
the duty of a director to avoid a situation in which he has, or can have, an
interest that conflicts, or possibly may conflict, with the interests of the
Company. Any such authorisation shall be subject to such conditions or
limitations as the directors may determine, whether at the time such
authorisation is given or subsequently, and may be terminated by the directors
at any time. Neither the director in question nor any other interested director
shall be counted in the quorum at the meeting at which the matter is
considered or vote on any resolution concerning any such authorisation.

(ii) A director, notwithstanding his office, may be or become a director or other
officer of, or hold any place of profit in, or act in a professional capacity for, or
otherwise be interested in, any company in which the Company may be
interested.

(iii) Where a director has, or can have, an interest that conflicts, or possibly may
conflict, with the interests of the Company or his duties to the Company and
the matter constituting such conflict has been authorised by the directors or
by the Company or is otherwise permitted by the Articles, subject to the terms
on which any authorisation has been given:

(a) the director in question need not disclose to, or use for, the benefit of
the Company any information relating to the relevant matter which he
obtains or has obtained otherwise than as a director or employee of
the Company and in respect of which he owes a duty of confidentiality
to a person other than the Company;

(b) the director in question shall not, unless otherwise agreed, be liable to
account to the Company for any profit, remuneration or other benefit
realised by him as a consequence and no contract, transaction or
arrangement relating to the relevant matter shall be liable to be avoided
on the grounds of his conflict of interests or duties; and

(c) the director in question need not attend meetings of the Board relating
to the relevant matter.

5.2.14.5 Alternate directors

(i) A director (other than an alternate director) may appoint any other director or
any person approved for that purpose by the board and willing to act, to be
his alternate by notice in writing delivered to the secretary at the registered
office of the Company, or in any other manner approved by the board. Every
person acting as an alternate director shall be an officer of the Company, shall
alone be responsible to the Company for his own acts and defaults and shall
not be deemed to be the agent of the director appointing him. The
appointment of an alternate director automatically terminates: (i) if his
appointor terminates the appointment; or (ii) on the happening of any event
which, if he were a director, would cause him to vacate the office of director;
or (iii) if his appointor ceases for any reason to be a director otherwise than by
retiring and being re-appointed at the same general meeting.

(ii) An alternate director is entitled to receive notice of meetings of the directors
and committees of which his appointor is a member and to attend and, in
place of his appointor, to vote and be counted for the purpose of a quorum
at any such meeting at which his appointor is not personally present and
generally to perform all functions as a director of his appointor in his absence.

(iii) An alternate director may be paid or repaid by the Company such expenses
as might properly have been paid or repaid to him if he had been a director
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but shall not in respect of his office of alternate director be entitled to receive
any remuneration from the Company except such part of his appointor’s
remuneration as his appointor may direct by notice in writing to the Company.

5.2.14.6 Vacation of office

A director shall cease to be a director on the happening of any of the following
events:

(i) he becomes prohibited by law from acting as a director, or shall cease to be
a director by virtue of any provision of the 2006 Act, the Articles or any other
applicable law or regulation;

(ii) he gives notice of his wish to resign;

(iii) he becomes bankrupt or he makes any arrangement or composition with his
creditors generally or applies to the court for an interim order in connection
with a voluntary arrangement under any legislation relating to insolvency;

(iv) a registered medical practitioner who is treating him gives a written opinion to
the Company stating that he has become physically or mentally incapable of
acting as a director and may remain so for more than three months;

(v) he and his alternate (if any) are absent from meetings of the directors for the
greater of six consecutive months without the consent of the directors and
the directors resolve that his office be vacated;

(vi) he is removed from office as a director by notice in writing signed by a majority
of all his co-directors, (without prejudice to any claim for damages which he
may have for breach of any contract between him and the Company);

(vii) he only held office as a director for a fixed term and such term expires; or

(viii) in the case of a director who holds executive office, his appointment to such
office is terminated or expires and the board resolves that his office be
vacated.

5.2.14.7 Retirement by rotation

At each annual general meeting one-third of the directors or, if the number of
directors is not three or a multiple of three, the number nearest to and exceeding
one-third shall make themselves available for re-election at such annual general
meeting. If there are fewer than three directors, one director shall make himself
available for re-election. Subject to the 2006 Act, the directors to retire by rotation
shall be those who have been longest in office since their last appointment or
reappointment but, as between directors who were appointed or reappointed on the
same day, those to retire shall (unless they otherwise agree among themselves) be
determined by lot.

5.2.14.8 Appointment

(i) The Company may by ordinary resolution appoint any person who is willing
to act and is permitted by law to do so to be a director. Without prejudice
thereto, the directors have power at any time so to do, but so that the total
number of directors shall not thereby exceed any maximum number fixed by
or in accordance with the Articles.

(ii) No person, other than a director retiring (by rotation or otherwise), shall be
appointed or re-appointed a director at any general meeting unless: he is
recommended for appointment by the board; or not less than seven (7) nor
more than forty two clear days before the date appointed for the meeting, a
notice executed by a member (other than the person to be proposed) qualified
to vote at the meeting has been given to the Company at the registered office
of the Company of the intention to propose such person for appointment or
re-appointment, stating the particulars which would, if he were so appointed
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or re-appointed, be required to be included in the Company’s register of
directors, accompanied by a notice executed by that person of his willingness
to be appointed or re-appointed. They otherwise agree among themselves)
be determined by lot.

5.2.14.9 Proceedings of directors

(i) The quorum necessary for the transaction of the business of the directors
may be fixed from time to time by the directors and unless so fixed at any
other number shall be two.

(ii) Questions arising at any meeting of the directors shall be determined by a
majority of votes. In the case of an equality of votes, the chairman of the
meeting shall not have a second or casting vote.

(iii) A resolution in writing signed by such number of the directors as are for the
time being entitled to vote on that resolution shall be as effective as a
resolution duly passed at a meeting of the directors.

5.2.14.10 Restrictions on voting

(i) A director shall not vote on, or be counted in the quorum in relation to, any
resolution of the board or of a committee of the board concerning any contract
or arrangement or any other proposal to which the Company is or is to be a
party and in which he has an interest (otherwise than by virtue of his interests
in shares or debentures or other securities of, or otherwise in or through, the
Company):

(a) relating to the giving of any security, guarantee or indemnity to him in
respect of money lent or obligations incurred by him or by any other
person at the request of or for the benefit of the Group;

(b) relating to the giving of any security, guarantee or indemnity in respect
of a debt or obligation of the Group for which he himself has assumed
responsibility in whole or in part under a guarantee or indemnity or by
the giving of security;

(c) relating to, or in the context of, an offer of securities by the Group in
which he is or may be entitled to participate as a holder of securities or
in the underwriting or sub-underwriting of which he is to participate;

(d) relating to another company in which he does not have to his
knowledge an interest in shares (as defined in sections 820 to 825 of
the 2006 Act) representing one per cent. (1 per cent.) or more of either
any class of the equity share capital, or the voting rights in, such
company;

(e) relating to an arrangement for the benefit of employees of the Group
which does not award him any privilege or benefit not generally
awarded to the employees to whom such arrangement relates;

(f) concerning insurance which the Company proposes to maintain or
purchase for the benefit of directors or for the benefit of persons
including directors; or

(g) in respect of which the interest of the director cannot reasonably be
regarded as conflicting.

(ii) A director shall not be counted in the quorum present at a meeting in relation
to any resolution on which he is not entitled to vote.

5.2.15 A Preference Shares

The rights attaching to the A Preference Shares are summarised below.
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The nominal value of the A Preference Shares is £1.00. The A Preference Shares rank pari
passu together with the Ordinary Shares in all respects save as set out below.

Liquidation

On a distribution of assets on a liquidation or a winding up (other than a conversion, redemption
or purchase of shares), the A Preference Shares rank immediately behind the Ordinary Shares.

Voting

Holders of A Preference Shares are entitled to receive notice of and to attend and speak at
general meetings of the Company.  Holders of A Preference Shares may not vote at general
meetings of the Company other than in certain circumstances including when such A
Preference Shares held by them are due for redemption, the Company does not pay all the
redemption money then payable to such Shareholders, whether or not the Company has
enough profits available for distribution or other requisite funds to pay the redemption money.

On the occurrence of such an event, on a show of hands, each holder of A Preference Shares
who is present in person or (being a corporation) is present by a representative has one vote
and on a poll each such holder shall have one vote for every A Preference Share held by him.  

Redemption

The holders of a majority of the A Preference Shares in issue are entitled to require redemption
of some or all of the A Preference Shares (including payment of the redemption premiums
thereon) and payment of the accrued and unpaid accrued A Preferred dividend thereon, if any
of the following events occur and if, within 28 days afterwards, they serve the Company with
notice specifying their requirements:

1. when such A Preference Shares are due for redemption, the Company does not pay all
the redemption money, or the Redemption Premiums payable thereon, or the accrued
and unpaid Accrued A Preferred Dividend then payable to holders of the A Preference
Shares; or

2. those holders of the A Preference Shares become aware that any indebtedness of the
Company or a subsidiary undertaking has become repayable before its specified
maturity or has been the subject of a demand for repayment.

Listing

Immediately upon a listing (such definition being satisfied by Admission) all the A Preference
Shares shall convert to Deferred Shares except in circumstances where the amounts due on
redemption of the A Preference Shares have not being paid or satisfied by the issue to the
holder(s) of A Preference Shares of new ordinary shares of 0.005 pence each in the Company.

5.2.16 Deferred Shares

The following rights and restrictions are attached to the deferred shares of £1.00 each in the
Company (“Deferred Shares”):

(a) Income, capital and voting

The holders of the Deferred Shares shall not be entitled to receive any dividend or any
other distribution out of the profits of the Company whatsoever and on a return of capital
or liquidation shall only be entitled to receive the nominal amount paid up on such share
after the holder of each Ordinary Share shall have received (in cash or specie) the amount
paid up or credited as paid up on such Ordinary Share together with an additional
payment of £100 per share.

The holders of the Deferred Shares shall not be entitled to receive notice of or to attend
or speak at any general meeting of the Company or to vote on any resolution to be
proposed at any general meeting of the Company.
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(b) Variation of rights

The rights attached to the Deferred Shares shall not be deemed to be varied or
abrogated by the creation or issue of any new shares ranking in priority to or pari passu
with or subsequent to such shares.

(c) Share certificates

Notwithstanding any other provision of the Articles of Association of the Company and
unless specifically required by the provisions of the Act, the Company shall not be
required to issue any certificate in respect of the Deferred Shares.

(d) General

The Company shall have irrevocable authority to appoint any person on behalf of any
holder of Deferred Shares to enter into an agreement to transfer such Deferred Shares
to such other person (whether or not an officer of the Company) as the Board may
determine to act as the custodian thereof.

5.2.17 Borrowing powers

(i) The directors may exercise all the powers of the Company to borrow or raise money
and mortgage or charge all or any part of its undertaking, property and assets (present
and future), and uncalled capital, and subject to the 2006 Act, to create and issue
debentures, other loan stock and other securities, whether outright or as collateral
security for any debt, liability or obligation of the Company or of any third party.

(ii) The directors shall restrict the borrowings of the Company and exercise all voting and
other rights or powers of control exercisable by the Company in relation to its subsidiary
undertakings (if any) to procure (as regards subsidiary undertakings, in so far as they
are able) that the aggregate principal amount at any one time outstanding in respect of
moneys borrowed by the Company and all of its subsidiary undertakings (if any) (other
than intra-Group borrowing) shall not at any time, without the previous sanction of an
ordinary resolution of the Company, exceed an amount equal to two times the gross
asset value of the Group (pursuant to the Articles).

5.2.18 Indemnity and insurance

(i) Subject to the 2006 Act and any other provision of English law, but without prejudice to
any indemnity to which he may be otherwise entitled every director, alternate director or
former director (and every director, alternate director or former director of the Group)
shall be entitled to be indemnified out of the assets of the Company against all costs
and liabilities incurred by him in relation to any proceedings or any regulatory
investigation or action which relate to anything done or omitted or alleged to have been
done or omitted by him as a director or alternate director; to have funds provided to
him by the Company to meet expenditure incurred or to be incurred by him in defending
himself in any proceedings (whether civil or criminal) or in connection with an application
for relief (as defined in section 205(5) of the 2006 Act) or in an investigation, or against
action proposed to be taken, by a regulatory authority or to receive such assistance
from the Company as will enable any such person to avoid incurring such expenditure,
where such proceedings, application, investigation or action are in connection with any
alleged negligence, default, breach of duty or breach of trust by him in relation to the
Company or any associated company of the Company, to be indemnified out of the
assets of the Company against all costs and liabilities incurred by him in relation to any
of the Company’s activities as trustee of an occupational pension scheme (as defined
in section 235(6) of the 2006 Act).

(ii) Subject to the 2006 Act, the board may purchase and maintain insurance at the expense
of the Company for the benefit of any person who is or was at any time a Director,
alternate director or secretary or other officer or employee of any body corporate of the
Group or in which the Company has or had an interest whether direct or indirect or who
is or was at any time a trustee of any pension fund or employee benefits trust in which
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any employee of any such body corporate is or has been interested indemnifying such
person against any liability which may attach to him or loss or expenditure which he
may incur in relation to anything done or alleged to have been done or omitted to be
done as a director, officer, employee or trustee.

5.2.19 Untraced shareholders

The Company shall be entitled to sell, at the best price reasonably obtainable at the time of
sale, the shares of a member or the shares to which a person is entitled by transmission if,
during a period of twelve years at least three cash dividends in respect of those shares have
become payable and no dividend in respect of those shares during that period has been claimed
and within a further period of three months following the date of advertisements giving notice
of its intention to sell such shares placed after the expiry of the period of twelve years, the
Company, so far as the directors are aware, has not received any communication from such
member or person entitled by transmission to the share. If the share is listed or dealt in on any
stock exchange the Company must also give notice to that exchange of their intention to sell.
The Company shall account to the person entitled to the share for the net proceeds of the sale.

6. DIRECTORS’ SERVICE AGREEMENTS AND LETTERS OF APPOINTMENT

6.1 Set out below are summary details of the service agreements and letters of appointment entered into
between the Company and the Directors:

6.1.1 Executive Directors

Dr James (Jim) Phillips (Chief Executive Officer)

Dr Phillips entered into a service agreement with the Company to act as Chief Executive Officer
on 2 December 2014. Dr Phillips’s continuous employment with the Group commenced 1 May
2013. His appointment is terminable upon one year’s notice. Dr Phillips’s salary is £219,085
per annum.

Nicholas (Nick) Robbins-Cherry (Finance Director)
Mr Robbins-Cherry entered into a service agreement with the Company to act as Finance
Director on 2 December 2014. Mr Robbins-Cherry’s continuous employment with the Group
commenced 4 February 2014. His appointment is terminable upon six months’ notice.
Mr Robbins-Cherry’s salary is £125,000 per annum.

6.1.2 Non-executive Directors

Rolf Stahel (Non-executive Chairman)

Mr Stahel entered into an agreement with Midatech Limited on 15 April 2014 and was
subsequently appointed chairman with effect from 1 March 2014. Mr Stahel subsequently
entered into a revised appointment agreement with the Company on 2 December 2014. With
effect from 1 March 2015, the appointment is terminable upon the election of the Board. The
annual fee payable to Mr Stahel is £50,000. Mr Stahel is also paid an additional £50,000 under
a consultancy agreement, further details of which are contained in paragraph 18.1 of this Part
VII.

Jeffrey (Jeff) Brown (Non-executive Director)

Mr Brown entered into a non-executive director appointment letter with the Company on
2 December 2014. Mr Brown was originally appointed as a non-executive director of Midatech
Limited on 20 August 2010 (subsequently terminated on 2 December 2014). The appointment
is terminable upon the election of the Board. The annual fee payable to Mr Brown is £35,000.

John Joseph Johnston (Non-executive Director)

Mr Johnston entered into a non-executive director appointment letter with the Company on
2 December 2014. The appointment is terminable upon the election of the Board. The annual
fee payable to him is £35,000.
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Michele Luzi (Non-executive Director)

Mr Luzi entered into a non-executive director appointment letter with the Company on
2 December 2014. Mr Luzi was originally appointed as a non-executive director of Midatech
Limited on 20 August 2010 (subsequently terminated on 2 December 2014). The appointment
is terminable upon the election of the Board. The annual fee payable to him is £35,000.

Paul (Pavlo) Protopapas (Protopapa) (Non-executive Director)

Mr Protopapa entered into a non-executive director appointment letter with the Company on
2 December 2014. Mr Protopapa was originally appointed as a non-executive director of
Midatech Limited on 5 December 2013 (subsequently terminated on 2 December 2014). The
appointment is terminable upon the election of the Board. The annual fee payable to Mr
Protopapa is £35,000.

Simon Turton (Senior Independent Non-executive Director)

Mr Turton entered into a non-executive director appointment letter with Midatech Limited on
2 December 2014. Mr Turton was originally appointed as chairman of Q Chip Limited on
24 March 2014 (subsequently terminated on 2 December 2014). The appointment is terminable
upon the election of the Board. The annual fee payable to Mr Turton in connection with his
committee duties is £35,000.

Simon (Sijmen) de Vries (Non-executive Director)

Mr de Vries entered into a non-executive director appointment letter with the Company on
2 December 2014. Mr de Vries was originally appointed as a non-executive director of Midatech
Limited on 29 October 2004 (subsequently terminated on 2 December 2014). The appointment
is terminable upon the election of the Board. The annual fee payable to Mr de Vries is £35,000.

6.2 As at the date of this document, the Company pays a contribution of 10 per cent. of salary into the
pension schemes of the Executive Directors. The Company does not contribute to any pension nor
provide any other benefits to the Non-executive Directors. The Company may decide to establish
and/or contribute to a pension and provide other benefits as the Remuneration Committee shall
determine to for the benefit of certain directors and employees of the Group.

6.3 Save as set out in paragraph 6.1 above, there are no contracts providing for benefits upon the
termination of employment of any Director.

6.4 Save as disclosed in paragraph 6.1 above, none of the Directors has a service agreement with the
Company that has been entered into or varied within six months prior to the date of this document
or which is a contract which expires or which is determined by the Company without payment of
compensation (other than statutory compensation) after more than one year.

6.5 Save for any payments to the Directors on termination in lieu of notice, no benefits on termination are
payable by the Company.
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7. ADDITIONAL INFORMATION IN RELATION TO THE DIRECTORS

7.1 The Directors are or have been members of the administrative, management or supervisory bodies,
or directors or partners of the following companies or partnerships, other than the Company, within
the five years prior to the publication of this document:

Name Current directorships Former directorships

Dr Jim Phillips

Nick Robbins-Cherry Cura Vaccines Limited None

Rolf Stahel

Jeff Brown

John Johnston

Michele Luzi

Cura Vaccines Limited
Herantis Pharma PLC
Insense Ltd
Phillips Pharma Enterprise Limited
Midatech Andalucia SL
Midatech Biogune SL
Midasol Therapeutics GP
Midatech Limited
Pharmida AG

Healthcare Brands International
Limited
James Jones Search Limited
Prosonix Limited
Vantia Limited

Chesyl Pharma Ltd
Connexios Life Sciences Pvt Ltd
Ergomed PLC
Midatech Limited

Cosmo Pharmaceuticals SpA
EUSA Pharma Inc
Newron Pharmaceuticals SpA

Brown Equity Partners, LLC
Fieldstone Homes Inc.
Forrest Binkley & Brown
Venture Co.
Glaspro Inc
Midatech Limited
O’Neill Vintner & Distillers
RCS Capital Corporation
Turners Outdoorsman, Inc.

American Lighting Devices, Inc.
CIG Financial LLC
M Financial Group
Nordion, Inc.
Steadfast Income REIT
Tail Activewear, Inc.

Action Hotels PLC
Constellation Healthcare
Technologies Inc.
Flowgroup PLC
Johnston Asset Management
Limited

Seymour Pierce Limited

Ashwick Developments Limited
Ashwick Projects Limited
Bain Company Partners, L.P.
Jubilee Film Partnership LLP
Midatech Limited
Project 99 Limited
RMD Trafford House LLP
RMD Trafford House 2000 Limited
St James Media LLP
Viesvi Limited
Yellow Sky Publishing Limited

Bain & Company, Inc.
Polkirk Limited
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Name Current directorships Former directorships

Pavlo Protopapa

Simon Turton

Sijmen de Vries Broekman Instituut B.V. None
Midatech Limited
Pharming B.V.
Pharming Group NV
Pharming Healthcare, Inc.
Pharming Intellectual Property B.V.
Pharming Technology B.V.
ProBio, Inc.
Sylus Pharmaceuticals Limited

7.2 Save as disclosed at paragraphs 7.3 to 7.4, no Director has:

7.2.1 any unspent convictions relating to indictable offences;

7.2.2 ever had a bankruptcy order made against him or entered into any individual voluntary
arrangements with his creditors;

7.2.3 been a director of a company which has been placed in receivership, compulsory liquidation,
creditors’ voluntary liquidation or administration, or been subject to a company voluntary
arrangement or any composition or arrangement with its creditors generally or any class of its
creditors, whilst he was a director of that company, or within the twelve months after he ceased
to be a director of that company;

7.2.4 been a partner in any partnership which has been placed in compulsory liquidation or
administration or been the subject of a partnership voluntary arrangement whilst he was a

Acropolis Swiss SA
Famagusta Holding SA
Ippon Capital SA
Midatech Limited
RayFam Holding SA
Socure Inc
Spacecode Diamonds SA
Spacecode Healthcare SA
Spacecode Holdings SA
Spacecode SA
Terrane Global Investments SA
Terrane Holdings SA
Winstead Assets Limited

Bateman Eurasia GmbH
Bateman Oil and Gas Luxembourg
Sarl
BSG Real Estate Switzerland SA
Diacore (India) Private Limited
Diacore (USA) Limited
Diacore Canada Limited
Diacore Group of Companies
Limited
Diacore International Holding
Limited
Diamond Circle Capital PLC
Everidge DMCC
Evermay Global Inc
Octea Diamonds Limited
Onyx Financial Advisors SA
Sotheby’s Diamonds (UK) Limited
Sotheby’s Diamonds (USA) Inc
Sotheby’s Diamonds Holdings SA
Sotheby’s Diamonds SA

Crabb Kipling Limited
Gensmile Limited
The Haemochromatosis Society
OpsiRx Pharmaceuaticals Limited
OpsiRx Holdings Limited
Playrise Casual Limited
Playrise Digital Limited
Playrise Edge Limited
Q Chip Limited
Saintly Limited
Sandton Grenville Limited
Scott Moreton Limited

Archimedes Pharma Limited
Eurand BV
Milebright Limited
ProStrakan Limited
Tornier BV
Warburg Pincus LLC
WP & Co. Partners, L.P.
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partner in that partnership, or within twelve months after he ceased to be a partner in that
partnership;

7.2.5 had any asset belonging to him made the subject of a receivership or been a partner of a
partnership whose assets have been placed in receivership whilst he was a partner at the time
of, or within twelve months preceding, such receivership;

7.2.6 received any official public criticism and/or sanction by any statutory or regulatory authority
(including any recognised professional body); or

7.2.7 ever been disqualified by a court from acting as a director of a company or from acting in the
management or conduct of the affairs of any company.

7.3 Jeff Brown was a partner of Forrest Binkley & Brown LP (“FBB”) and served as a manager for a
number of venture capital and private equity investments including SBIC Partners II LP. As a result of
the market turbulence in 2001 SBIC Partners II LP was severely impacted and worth less than the
cost basis of its underlying investments. SBIC Partners II LP went into receivership in March 2005
and engaged FBB and its principals to assist with the liquidation. Jeff Brown was not materially
involved in these liquidation efforts since 2006 and the SBIC Partners II LP receivership was concluded
in December 2010.

7.4 Pavlo Protopapa was a director and shareholder of Diamond Circle Capital PLC (“DCC”), a closed-
ended diamond investment fund incorporated in the Isle of Man, which resolved on 28 December
2012 to distribute to shareholders its assets net of liabilities. DCC, in accordance with its investment
objective and policy, disposed of its final assets in November 2012 and subsequently made a capital
distribution to shareholders amounting to $8.0 million. As part of this process a liquidator was
appointed to deal with liabilities post distribution.

7.5 Rolf Stahel is the owner of Chesyl Pharmaceuticals Limited, a company which provides advisory
services to pharmaceutical companies (including Midatech Limited). The Directors do not believe that
Mr Stahel’s ownership of Chesyl Pharmaceuticals Limited is in conflict with the interests of the
Company in any material respect.

7.6 Simon Turton was a director and a shareholder of Q Chip and a “Seller” under the terms of the Q
Chip Acquisition Agreement described in paragraph 8 of this Part VII and is entitled to receive Deferred
Consideration Shares pursuant to the terms of such agreement.

7.7 Save as disclosed in this document, no Director has had any interest in any transaction which is or
was unusual in its nature or conditions or is or was significant to the business of the Company and
its subsidiaries during the current or immediately preceding financial year or which was effected by
the Company or any of its subsidiaries during an earlier financial year and remains in any respect
outstanding or unperformed.

7.8 Save as disclosed in this document, none of the Directors nor members of their family have a financial
product whose value in whole or part is determined directly or indirectly by reference to the price of
the Ordinary Shares.

7.9 There are no outstanding loans granted by the Company to any Director nor has any guarantee been
provided by the Company for the benefit of any Director.

7.10 Save as disclosed in this document, there are no actual or potential conflicts of interest between the
duties of the Directors to the Company and their respective private interests or other duties.

8. THE Q CHIP ACQUISITION AGREEMENT

In this paragraph 8, the Q Chip Acquisition Agreement is described using definitions set out below in
paragraph 8.10.

8.1 The Agreement

Under a conditional agreement dated 17 November 2014 (the “Q Chip Acquisition Agreement”)
between the Primary Sellers, the Warrantors, the Company and the Sellers’ Representative, each of
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the Primary Sellers agreed to sell and the Company agreed to buy the shares held by such persons
with the Primary Sellers agreeing to procure the sale by the remaining shareholders in Q Chip pursuant
to the articles of association of Q Chip, such shares representing the entire issued share capital of Q
Chip (the “Sale Shares”), the terms of which are described in this paragraph 8.

8.2 Conditions

8.2.1 Completion of the Q Chip Acquisition Agreement is conditional upon the satisfaction, inter
alia, of the conditions set out below:

(i) the conversion to ordinary shares of the convertible loan notes in Q Chip;

(ii) Admission of the Placing Shares (raising aggregate new proceeds to the Company of
not less than £15,000,000) becoming effective in accordance with Rule 6 of the AIM
Rules; and

(iii) The Placing Agreement becoming unconditional in all respects (save for the condition
as to Admission),

(together the “Conditions”).

8.3 Consideration

8.3.1 Subject to the Conditions, the consideration for the transfer of the Sale Shares to the
Company is to be satisfied by the issue to the Sellers of the Initial Consideration Shares at
Completion and also the Deferred Consideration Shares to be issued in two tranches: on
the first anniversary of Completion (as to 224,718, or 75 per cent. of such shares) and on
the next business day following 30 June 2016 (as to 74,906, or 25 per cent. of such shares)
(together the “Consideration”), and the Consideration is capable of adjustment as set out
in paragraph 8.4 below. 

8.3.2 The Initial Consideration Shares comprise 5,077,122 new Ordinary Shares; and

8.3.3 The maximum number of Deferred Consideration Shares will be 299,624 new Ordinary
Shares.

8.4 Adjustment of Consideration

8.4.1 The Consideration is capable of adjustment by way of deduction of such amount of
Deferred Consideration Shares as is equal in value to the amount of any claim under the
warranties set out in the Q Chip Acquisition Agreement.

8.4.2 Any such claim as is referred to in paragraph 8.4.1 above would be quantified and the
amount of Deferred Consideration Shares to be deducted would be calculated by reference
to the closing mid-market price of such shares on AIM on the day immediately prior to the
determination or agreement of the quantum of the claim.

8.5 Warranties and Indemnities

8.5.1 Each of the Sellers gave warranties to the Company as to title to the Sale Shares.

8.5.2 Each Warrantor gave various warranties to the Company concerning (among other things)
the share capital, business and assets of Q Chip and its subsidiaries in terms customarily
given for a transaction of this nature (the “Warranties”).

8.5.3 The Warrantors also undertook, inter alia, to indemnify and keep the Company indemnified
against any Relevant Liability arising directly or indirectly in relation to a breach of contract
and/or negligence in relation to specified contracts entered into by Q Chip Limited.
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8.6 Limitation of Liability

The Warrantors’ liability for claims under the Warranties and the indemnity referred to in paragraph
8.5.3 above will be subject to contractual limitations. In particular:

8.6.1 the Warrantors maximum aggregate liability for all claims under the Warranties and such
indemnity shall not exceed the total sum of £800,000; and

8.6.2 any claims under the Warranties relating to taxation must be notified to the Warrantors by
the Company within seven years of Admission and any claims under the other Warranties
must be notified within 18 months of Admission.

Liability for Warranties as to title to the Sale Shares are not subject to an upper cap.

8.7 Restrictive Covenants

Each of the Covenantors severally undertook with the Company and Q Chip to refrain from:

(i) any involvement in a business that competes with the business of Q Chip or its subsidiaries;
and 

(ii) soliciting orders from customers or suppliers of Q Chip or its subsidiaries or enticing away any
employees of Q Chip or its subsidiaries,

in each case during the period of 1 year following Admission.

8.8 Tax Covenant

Under the Q Chip Acquisition Agreement, the Warrantors entered into a tax covenant with the
Company in relation to certain tax liabilities of Q Chip in terms customarily given for a transaction of
this nature and which is not capped in the manner set out in paragraph 8.6 above.

8.9 Lock-in undertakings

The sellers under the Q Chip Acquisition Agreement have also agreed not to dispose of any of his/her
interests in Ordinary Shares prior to the first anniversary of Admission, and thereafter for the following
12 months only to dispose of them through the Company’s broker(s) at the relevant time. There are
certain exceptions to this undertaking including disposals (i) to an associate; (ii) to (in certain
circumstances) a person acting in the capacity of trustee of a trust created by the locked-in person;
(iii) in acceptance of a general offer made to shareholders of the Company to acquire all the issued
Ordinary Shares of the Company; (iv) under any scheme or reconstruction under section 110 of the
Insolvency Act 1986; (v) pursuant to any compromise or arrangement providing for the acquisition by
any person (or group of persons acting in concert) of 50 per cent. or more of the equity share capital
of the Company (whether such arrangement or compromise has been sanctioned by the court or
not); (vi) pursuant to an intervening court order; or (vii) by the personal representatives after the death
of the locked-in person (if applicable).

8.10 Definitions

In this paragraph 8 the following definitions are used:

(i) “Covenantor” means the Primary Sellers other than Finance Wales Investments Limited,
Finance Wales Investment (5) Limited and Finance Wales Investment (6) Limited.

(ii) “Deferred Consideration Shares” means up to 299,624 new Ordinary Shares.

(iii) “Initial Consideration Shares” means 5,077,122 new Ordinary Shares.

(iv) “Primary Sellers” means, together, Timothy Sparey, Richard Ian Smith, Dan Palmer, Simon
Turton, David Webb, STV GP Limited on behalf of Sustainable Technology Partnership LP,
Finance Wales Investments Limited, Finance Wales Investment (5) Limited, Finance Wales
Investment (6) Limited, Kenneth Powell, David Altschuler, Sir Harry Solomon and Howard
Kitchner.
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(v) “Relevant Liability” means all losses, damages, liabilities (including Tax liabilities), claims,
costs and expenses (including, but not limited to, fines, penalties, surcharges, clean-up costs,
reasonable legal and other professional fees including VAT and disbursements) which may be
suffered or incurred by the Company or Q Chip Limited.

(vi) “Sellers Representative” means Richard Ian Smith.

(vii) “Warrantors” means, together, Timothy Sparey, Richard Ian Smith, Daniel Palmer, Simon
Turton and David Webb.

9. EMPLOYEES

The Group employed on average 49 people during the financial year ended 31 December 2011, 55 people
during the financial year ended 31 December 2012, and 57 people during the financial year ended
31 December 2013.

As at 31 December 2013, the Group employed on average 57 employees as follows:

Number of Number of
Category of permanent temporary/contract/
activity employees flexitime employees Geographic location

Research and Development 22 – UK, Spain
and Switzerland

Operational 19 – UK
General and Administration 16 – UK and Spain

As at 31 December 2012, the Group employed on average 55 employees as follows:

Number of Number of
Category of permanent temporary/contract/
activity employees flexitime employees Geographic location

Research and Development 20 – UK, Spain
and Switzerland

Operational 18 – UK
General and Administration 17 – UK and Spain

As at 31 December 2011, the Group employed on average 49 employees as follows:

Number of Number of
Category of permanent temporary/contract/
activity employees flexitime employees Geographic location

Research and Development 16 – UK, Spain
and Switzerland

Operational 20 – UK
General and Administration 13 – UK and Spain

10. SIGNIFICANT INVESTMENTS

Save for the Q Chip Acquisition and as set out or referred to in this document:

(a) no significant investments have been made by the Group during the period covered by the historical
financial information set out in Sections B, C, E and F of Part IV of this document and up to the date
of this document;

(b) no significant investments by the Group are in progress; and

(c) there are no future significant investments by the Group in respect of which a firm commitment has
already been made.
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11. EMPLOYEE SHARE SCHEMES

11.1 The Company is intending to establish the 2014 EMI, following Admission, to allow the grant of options
that qualify for favourable tax treatment under the provisions of Schedule 5 to the Income Tax
(Earnings and Pensions) Act 2003 (“Schedule 5”).  

11.2 The 2014 EMI will enable selected employees and Directors of the Company and its subsidiaries to
be granted share options (the “Options”) over Ordinary Shares in the capital of the Company. Options
granted under the 2014 EMI will not be transferable. Only the person to whom the Option is granted
or his or her personal representatives may acquire Ordinary Shares pursuant to Options. Benefits
under the 2014 EMI are not pensionable. 

11.3 Immediately following Admission it is unlikely that the Company will be a qualifying Company under
Schedule 5 due to gross assets exceeding £30 million and will not be able to grant any qualifying
EMI Options until it meets the qualifying conditions.  It is expected that the Company will at different
points in time meet the qualifying conditions and will then consider granting qualifying Options under
the 2014 EMI.  In the event that it is not possible to grant qualifying EMI Options under Schedule 5,
the Company may consider granting non-EMI Options under the 2014 EMI or implementing an
alternative share incentive arrangement.

11.4 Share Schemes

The Midatech Limited Enterprise Incentive Scheme was adopted in 2013 and there are currently
options over 1,307,694 Ordinary Shares in issue (the terms of the scheme having been amended to
substitute options over shares in the capital of Ordinary Shares instead of Midatech Limited shares).
It is not proposed that any further options are issued under such scheme following Admission. It is
intended that the 2014 EMI be adopted following Admission and that, together with Options granted
under the Midatech Limited Enterprise Incentive Scheme, Options be granted over 10 per cent. of
the share capital in aggregate.

11.4.1The Midatech Limited Enterprise Incentive Scheme

The Midatech Limited Enterprise Incentive Scheme mirrors the provisions of the 2014 EMI in
all material respects (as described in paragraph 11.4.2 below) save for the vesting criteria
(which has yet to be determined under the 2014 EMI) which is summarised below:

The Options vest on a valuation basis, as set out below: 

Valuation

The percentage of options vested for a given time from grant and market value achieved may
be summarised as follows (as prescribed by the remuneration committee of Midatech Limited
on 9 November 2014):

Less than £5.31 - £13.72 - £18.86
Market Value £5.31 £13.72 £18.86 or more

Percentage vesting nil 50% 25% 25%

The market value per share is the minimum, “Closing Price” (defined by the London Stock
Exchange as the last price for a tradable instrument at the time the market closes) measured
over any 3 consecutive trading days.

11.4.2 The 2014 EMI Scheme

(a) Administration

Overall responsibility for the operation and administration of the 2014 EMI will be vested in the
Remuneration Committee.

(b) Eligibility

A participant must be an employee or an executive director of the Company or any of its
subsidiaries (the “Group”).



The Remuneration Committee can exercise its discretion in selecting the executives and
employees to whom Options are to be granted under the 2014 EMI.  

(c) Grant of Options

Options may be granted at any time other than when dealing is not permitted under the Model
Code or there are other restrictions on dealings in Ordinary Shares. No payment will be made
for the grant of an Option. No Options will be granted after the tenth anniversary of the date of
adoption of the 2014 EMI. 

(d) Form of Options

Options granted under the 2014 EMI may be granted either with an exercise price equal to
the market value of an Ordinary Share at the date of grant. The Options may be options to
subscribe for new Ordinary Shares or options to purchase existing Ordinary Shares from an
employees’ trust.

The participant will have no shareholder rights until such time as he is able to exercise the
Option and acquire Ordinary Shares. 

(e) Size of Option grants/plan limits

Options shall be granted under, and comply with, the HMRC rules set out in Schedule 5. This
confers tax benefits on Options up to a certain threshold. That threshold is currently such that
when an employee has received and holds Options with a value at grant of £250,000 or more,
he may not have any further options for three years. In the event that this threshold is exceeded
or the Company ceases to satisfy the qualifying conditions, unapproved options may instead
be granted under the 2014 EMI. 

It is the current intention of the Company that the aggregate amount of Ordinary Shares to be
under option to be granted under the Share Schemes, in aggregate, shall be limited to 10 per
cent. of the aggregate share capital of the Company as at Admission.

(f) Vesting of Options

In the normal course Options will become eligible for vesting subject to the satisfaction of time
and financial performance targets.

If a participant leaves employment for any reason, his Option will generally lapse unless the
Committee exercises its discretion to allow exercise.

On a change of control of the Company, performance periods will immediately cease. Subject
to the Remuneration Committee’s determination of the company’s performance at that time,
Options may vest, normally in proportion to the extent to which the performance conditions
have been met before the change of control or the passing of the resolution, as the case may
be. 

(g) Performance targets

When Options are granted under the 2014 EMI after Admission, the Remuneration Committee
will impose appropriate performance targets.

It is envisaged that the Options will be subject to share price targets with Options vesting in
part on the attainment of each target. 

(h) Rights attaching to Ordinary Shares

Ordinary Shares issued in connection with the exercise of Options will rank equally with all
other Ordinary Shares then in issue (save as regards any rights attaching to Ordinary Shares
by reference to a record date prior to entry of the shares on the register of shareholders).
Application will be made for admission to trading on AIM of new Ordinary Shares issued. 
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(i) Variation of share capital

If there is any alteration of the issued share capital of the Company, the Ordinary Shares subject
to an Option will be subject to adjustments. The Remuneration Committee may adjust Options
in such manner as it determines to be appropriate.

12. LITIGATION

No member of the Group is or has been engaged in any governmental, legal or arbitration proceedings
which may have, or have had during the Group’s twelve months preceding the date of this document, a
significant effect on the Group’s financial position or profitability and the Directors are not aware of any such
proceedings which are pending or threatened by or against any member of the Group.

13. WORKING CAPITAL

The Directors, having made due and careful enquiry, are of the opinion that, taking into account the estimated
net proceeds of the Placing receivable by the Company, the working capital available to the Group will be
sufficient for its present requirements, that is for at least the next twelve months from the date of Admission.

14. SIGNIFICANT CHANGE IN FINANCIAL OR TRADING POSITION

14.1 Save as disclosed in this document, notably the rights issue to raise £1.715 million (as further detailed
in paragraph 9 of Section C of Part III of this document) and the Share Exchange Agreement (as
further detailed in paragraph 17.1 of this Part VII) there has been no significant change in the financial
or trading position of Midatech Limited since 30 June 2014, the date to which the latest unaudited
consolidated accounts of Midatech Limited and its subsidiaries were prepared.

14.2 Save as disclosed in this document, notably the conversion of convertible loan notes, there has been
no significant change in the financial or trading position of Q Chip Limited since 30 June 2014, the
date to which the latest unaudited consolidated accounts of Q Chip Limited and its subsidiaries were
prepared.

14.3 Save for the Q Chip Acquisition and the Share Exchange Agreement (as detailed in paragraphs 8
and 17.1 of this Part VII, respectively) there has been no significant change in the financial or trading
position of Midatech Pharma PLC since its incorporation on 12 September 2014.

15. TAXATION

15.1 Introduction

The following paragraphs are intended as a general guide based on current legislation, HMRC practice
as at the date of this document regarding the tax position of Shareholders who are resident or
ordinarily resident in the UK for tax purposes and who beneficially hold their shares as investments
(otherwise than under an individual savings account (“ISA”)).

The following paragraphs do not constitute tax advice and are intended only as a general

summary. The information applies only to Ordinary Shares held as capital assets and does

not apply to all categories of Shareholders, such as dealers in securities, trustees,

insurance companies, collective investment schemes and Shareholders who have, or who

are deemed to have, acquired their Ordinary Shares in connection with an employment

contract with the Company or as an office holder. Any Shareholder who is in doubt as to

their tax position, or who is subject to tax in a jurisdiction other than the United Kingdom,

is strongly recommended to consult their professional advisers.

The Company

15.2 Tax Residence

The Company has been incorporated in the UK and is resident for tax purposes in the UK.
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UK Tax Resident Shareholders

15.3 UK Taxation of Dividends

An individual Shareholder who is resident (for tax purposes) in the UK and who receives a dividend
paid by the Company will currently be entitled to receive a tax credit equal to 1/9th of the cash
dividend. The individual will be taxable upon the total of the dividend and the related tax credit (the
“gross dividend”) which will be regarded as the top slice of the individual’s income. An individual
Shareholder who is not liable to income tax at a rate greater than the basic rate (currently 20 per
cent.) will pay tax on the gross dividend at the dividend ordinary rate (currently 10 per cent.).
Accordingly, the tax credit will be treated as satisfying the individual’s liability to income tax in respect
of the dividend and there will be no further tax to pay. It should be noted however that there is no
right to claim any repayment of the tax credit from HMRC.

To the extent that the gross dividend (taken together with other taxable income) exceeds the
individual’s threshold for the higher rate of income tax the individual will, to that extent, pay tax on the
gross dividend at the dividend upper rate (currently 32.5 per cent.). A UK resident individual
Shareholder who is liable to tax at the additional rate will be liable to tax on the gross dividend at the
rate of 37.5 per cent. After taking into account the 10 per cent. tax credit, a higher rate tax payer will
have further income tax to pay at the rate of 22.5 per cent. on the gross dividend (equivalent to 25 per
cent. of the dividend received). An additional rate taxpayer will have further income tax to pay at the
rate of 27.5 per cent. on the gross dividend (equivalent to 30.6 per cent. of the dividend received).

A Shareholder which is a company resident (for tax purposes) in the United Kingdom and which
receives a dividend paid by the Company will not in most circumstances be liable to corporation tax
or income tax on the dividend.

Trustees of discretionary trusts are liable to account for income tax at the dividend trust rate, currently
37.5 per cent. of the gross dividend (equivalent to 30.6 per cent. of the dividend received).

United Kingdom pension funds and charities are generally exempt from tax on dividends which they
receive but are not entitled to claim repayment of the tax credit.

15.4 UK Taxation of Capital Gains

To the extent that a Shareholder acquires Ordinary Shares allotted to him, the Ordinary Shares so
allotted will, for the purpose of tax on chargeable gains, be treated as acquired on the date of
allotment. The amount paid for the Ordinary Shares will generally constitute the base cost of a
Shareholder’s holding.

A disposal or deemed disposal of Ordinary Shares by a UK resident Shareholder may give rise to a
chargeable gain (or allowable loss) for the purposes of UK capital gains tax (“CGT”) (where the
Shareholder is an individual or a trustee of a settlement) or UK corporation tax on chargeable gains
(where the Shareholder is within the charge to UK corporation tax), depending on their circumstances
and subject to any available exemption or relief.

As regards an individual Shareholder or trustees of settlements, the principal factors that will determine
the extent to which a gain will be subject to CGT are (i) the extent to which he realises any other
capital gains in the tax year of assessment in which the gain arises; (ii) the extent to which he was
incurred capital losses in that or any earlier tax year or assessment and (iii) the level of annual
allowance of tax-free gains in the tax year of assessment in which the disposal takes place.

Subject to the availability of any such exemptions, reliefs and/or allowable losses, a disposal of
Ordinary Shares by UK resident (or ordinary resident) individuals, trustees and personal representatives
will generally be subject to CGT at the rate of 28 per cent. Individuals whose taxable income for the
year in question is less than the upper limit of the basic rate income tax band are subject to CGT at
the rate of 18 per cent., except to the extent that the aggregate of their total taxable income and
gains (less allowable deductions) in that year exceeds the upper limit of the basic rate income tax
band. Any such excess over the upper limit is subject to CGT at the rate of 28 per cent.

Subject to the availability of any exemptions, reliefs and/or allowable losses, a disposal of Ordinary
Shares by companies subject to UK corporation tax will generally be subject to UK corporation tax
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at the prevailing rate of up to 21 per cent. Indexation allowance may be available to reduce any
chargeable gain arising on such disposal but cannot act to create or increase a chargeable loss.

15.5 UK Stamp duty and stamp duty reserve tax (“SDRT”)

The Finance Act 2014 introduced provisions that exempt shares admitted to trading on AIM from
stamp duty and SDRT applying with effect from 28 April 2014. As a result of the new provisions,
transfers of securities admitted to trading on certain recognised growth markets (presently including
AIM) are exempt from stamp duty and SDRT, provided that the securities are not “listed” on a
recognised stock exchange. As such, following Admission subsequent transfers of Ordinary Shares
for value should not give rise to other stamp duty or SDRT.

15.6 Venture Capital Trust Company investors

Venture Capital Trust (“VCT”) company investors may be taxed differently on their interests in shares
in the Company than other Corporate Shareholders. VCTs should take their own advice on the tax
consequences of receiving income or capital gains from their shareholding in the Company.

15.7 Enterprise Investment Scheme

The Company intends to operate so that it qualifies for the taxation advantages offered under the
Enterprise Investment Scheme (“EIS”). The main advantages are as follows:

● Individuals can claim a tax credit of 30 per cent. of the amount invested in Ordinary Shares of
the Company against their UK income tax liability, thus reducing the effective cost of their
investment to 70 pence for each £1 invested. However, there is an EIS subscription limit of
£1,000,000 in each tax year and, to retain the relief, the Ordinary Shares must be held for at
least three years.

● UK investors (individuals or certain trustees) may defer a chargeable gain by investing the
amount of the gain in Ordinary Shares of the Company. There is no limit to the level of
investment and, therefore, to the amount of gain which may be deferred in this way.

There is no tax on capital gains made upon disposal after the Three Year Qualifying Period (defined
below) of shares in an EIS qualifying company on which income tax relief has been given and not
withdrawn. If a loss is made on disposal of the shares at any time, the amount of the loss (after
allowing for any income tax relief initially obtained) can be set off against either the individual’s gains
for the tax year in which the disposal occurs, or, if not so used, against capital gains of a subsequent
tax year, or against the individual’s income of the tax year of the disposal or of the previous tax year.

Provided a Shareholder has owned Ordinary Shares in the Company for at least two years and certain
conditions are met at the time of transfer, 100 per cent. business property relief will be available,
which reduces the inheritance tax liability on the transfer of Ordinary Shares to nil.

For example: if an EIS qualifying investor who has a chargeable capital gain of £50,000 invests this
amount in the Company, they could receive tax reliefs as follows:

Initial Investment £50,000
Income Tax Relief at 30% £(15,000)
CGT deferral relief at 28% £(14,000)
Net cash cost of EIS investment £21,000

However the deferred gain will come back into charge when the EIS shares are disposed of, or if the
Company ceases to qualify as an EIS company within the Three Year Qualifying Period.

The amount of relief an investor may gain from an EIS investment in the Company will depend on the
investor’s individual circumstances.

Three Year Qualifying Period

In order to retain EIS reliefs, an investor must hold shares for at least three years. A sale or other
disposal (other than an inter-spousal gift or a transfer on death) will result in any income tax relief that
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has been claimed being clawed back by HMRC. Additionally, any capital gains deferred will come
back into charge and the capital gains tax exemption will be lost. It is the investor’s responsibility to
disclose a disposal to HMRC.

Additionally, if the Company ceases to meet certain qualifying conditions within the Three Year
Qualifying Period, tax reliefs will be lost.

The Three Year Qualifying Period expires on the later of the third anniversary of the date shares are
issued, and the third anniversary of the date the Company’s trade commenced. In this case, as the
Company is already trading, the Three Year Qualifying period will expire on the third anniversary of
the date the Ordinary Shares are issued. This will be shown as the “Termination Date” on the EI3
certificate which the Company will issue to investors following formal approval of the share issue by
HMRC.

Advance Assurance of EIS Status

In order for investors to claim EIS reliefs relating to their shares in the Company, the Company has to
meet a number of rules regarding the kind of company it is, the amount of money it can raise, how
and when that money must be employed for the purposes of the trade, and the trading activities
carried on. The Company must satisfy HMRC that it meets these requirements, and is therefore a
qualifying company.

The Company has received advanced assurance from HMRC that it would be able to issue shares
under the EIS regime.

EIS Tax Legislation – further detail

The following is a summary of the main provisions of the EIS regime as far as is relevant to the
Company. It does not set out any of the provisions in full and prospective investors are strongly
recommended to seek professional advice as to the tax relief that their particular investment will attract
and the tax consequences of selling or otherwise disposing of their Ordinary Shares.

15.8 Tax Reliefs

Income Tax

EIS relief allows qualifying individuals to deduct from their total liability to income tax an amount equal
to tax at 30 per cent. on the amounts subscribed for qualifying shares in qualifying companies from
their total liability to income tax for the year in which the shares are issued.

EIS relief is currently obtained at a rate of 30 per cent. on qualifying investments up to £1,000,000 in
any tax year. The spouse of the claimant is also entitled to claim EIS relief on his or her own
investments.

EIS income tax relief reduces an individual’s tax liability, and cannot exceed an amount which reduces
the individual’s tax liability for the year in question to nil.

Income tax relief may be claimed in the tax year in which shares are issued, or, by election, carried
back to the previous tax year, subject to the annual investment limit for that year. The annual
investment limit for the 2014/15 tax year is £1,000,000.

Capital Gains Tax Exemption

To the extent that EIS relief is given and not withdrawn, there will be no capital gains tax charged in
respect of the gain arising on a disposal of the EIS shares, provided those shares have been held for
at least three years. However in order for the shares to be exempt from capital gains tax, some income
tax relief must have been claimed and given.

Capital Gains Tax Deferral Relief

The deferral relief available under EIS means that an investor may use investment in an EIS company
to defer a charge to capital gains tax arising on a gain made on the disposal of any other asset in the
period commencing one year before, and ending three years following, the disposal of that asset.
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The maximum gain that can be deferred is equal to the lower of the amount subscribed by an investor
or the amount of the gain. The gain will then become chargeable at such time as the investor disposes
of his EIS shares, or if the Company loses its EIS qualifying status within the Three Year Qualifying
period.

Loss Relief

Where a loss is incurred by an investor on the first disposal of his shares, the loss (after deducting
any EIS income tax relief claimed) may be set against either chargeable gains or against taxable
income at the election of the investor. A claim to set the loss against income may be made against
income of the tax year of the loss, or the preceding tax year.

Persons Qualifying for Relief

Income Tax

An investor need not be UK resident, but relief will only be available against UK taxable income.
An investor must not be connected with the Company at any time in the period beginning two years
before the issue of the shares and ending immediately before the third anniversary of the date on
which the shares are issued.

Connection is defined by reference to the investor and his associates (i.e. spouse, lineal ancestor or
descendent, a business partner and certain persons with whom there is a connection through a trust),
and will prohibit the following from qualifying for income tax relief under EIS:

● Where the investor or one of his associates is an employee, partner or paid director of the
Company, or a subsidiary of the Company;

● Where the investor or one of his associates directly or indirectly possesses of would be entitled
to acquire more than 30 per cent. of the issued Ordinary Share Capital, or the voting power of
the Company or any subsidiary; or

● Where the investor or one of his associates possesses directly or indirectly such rights as
would, in the event of a winding up of the Company or any subsidiary or in any other
circumstances, entitle him to receive more than 30 per cent. of the assets of the Company or
any subsidiary which would be available for distribution to equity holders (i.e. Shareholders and
certain types of loan capital holders).

Capital Gains Tax

An investor must be resident or ordinarily resident in the UK at the time of accrual of the capital gain
and at the time when he makes the EIS qualifying investment in the Company, in order to claim the
capital gains tax relief and/or deferral relief.

For the purposes of residency, the investor must not be regarded by any tax treaty as resident in
another country.

Claims

Investors need to make a formal claim for EIS relief or EIS deferral relief from their individual tax office.
The claim is made on receipt of Form EIS3 from the Company. Form EIS3 is a certificate issued by
the Company, with the approval of HMRC, confirming that it is a qualifying company for EIS purposes.
The Company proposes to submit its application to HMRC to issue an EIS3 as soon as practicable
after the Placing.

An investor’s claim must be submitted to his tax office no later than the fifth anniversary of 31 January
following the year of assessment in which the shares were issued.

Withdrawal of Relief

The investor should note that there are a number of anti-avoidance provisions that can apply to the
reliefs described above, but a description of these is beyond the scope of this summary. If you are in
any doubt about whether such provisions could affect your investment, we strongly recommend that
you seek professional advice.
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Income Tax

If the Company ceases to be a qualifying company within the Three Year Qualifying period, all EIS
relief will be withdrawn.

If shares are disposed of within the Three Year Qualifying period, relief will be withdrawn in respect of
those shares to the extent of the amount or value of the consideration received for them. The
exception to this is if the disposal is not made at arm’s length, in which case all relief in respect of the
shares will be withdrawn.

EIS income tax relief will be withdrawn if value is received by an investor from the Company or a
person connected with the Company (or in more limited circumstances, by other shareholders) within
the period commencing one year before the share issue and ending three years after it.

Capital Gains Tax

The gain that is deferred becomes a chargeable gain when an investor disposes of his or her shares,
otherwise than to a spouse, or ceases to be UK resident within the three years commencing with the
issue of the shares (or if later the commencement of the relevant trade).

EIS deferral relief is withdrawn if the Company ceases to be a qualifying company, the Company
ceases to carry on a qualifying business activity or the proceeds of the share issue are not used within
24 months of the share issue. The deferred gain is deemed to arise on the relevant date on which
such circumstance occurs.

EIS deferral relief will be withdrawn if value is received by an investor from the Company or a person
connected with the Company (or in more limited circumstances by other shareholders) within the
period commencing one year before the share issue and ending three years after.

15.9 US taxation

The above comments relate to UK tax resident investors who have no US filing obligations. US
taxpayers should consult their own professional advisers immediately.

If you are in any doubt as to your tax position, or are subject to tax in a jurisdiction other

than the UK, you should consult your professional adviser.

The comments set out above are intended only as a general guide to the current tax

position in the UK at the date of this document. The rates and basis of taxation can change

and will be dependent on a Shareholder’s personal circumstances.

Neither the company nor its advisors warrant in any way the tax position outlined above,

which, in any event, is subject to changes in the relevant legislation and its interpretation

and application.

16. MANDATORY BIDS, SQUEEZE-OUT AND SELL OUT RULES RELATING TO ORDINARY

SHARES

16.1 Mandatory bid

16.1.1 The Company shall become subject to the Takeover Code due to being a public company
with its registered office in the United Kingdom. Under the Takeover Code, if an acquisition
of Ordinary Shares were to increase the aggregate holding of the acquirer and any parties
acting in concert with it to Ordinary Shares carrying 30 per cent. or more of the voting rights
in the Company, the acquirer and, depending on the circumstances, its concert parties (if
any) would be required (except with the consent of the Panel on Takeovers and Mergers)
to make a cash offer for the Ordinary Shares not already owned by the acquirer and its
concert parties (if any) at a price not less than the highest price paid for Ordinary Shares by
the acquirer or its concert parties (if any) during the previous twelve months.

16.1.2 A similar obligation to make such mandatory cash offer would also arise on the acquisition
of Ordinary Shares by a person holding (together with its concert parties, if any) Ordinary
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Shares carrying at least 30 per cent. but not more than 50 per cent. of the voting rights in
the Company if the effect of such acquisition were to increase the percentage of the
aggregate voting rights held by the acquirer and its concert parties (if any).

16.2 Squeeze-out rules

Under the 2006 Act, if a person who has made a general offer to acquire Ordinary Shares (the
“offeror”) were to acquire, or contract to acquire, 90 per cent. of the Ordinary Shares which are the
subject of such offer within four months of making its offer, the offeror could then compulsorily acquire
the remaining 10 per cent. The relevant offeror would do so by sending a notice to outstanding
Shareholders telling them that the offeror will compulsorily acquire their Ordinary Shares and then,
six weeks later, executing a transfer of the outstanding Ordinary Shares in the offeror’s favour and
paying the consideration to the Company, which would hold the consideration on trust for outstanding
Shareholders. The consideration offered to those Shareholders whose Ordinary Shares are
compulsorily acquired under the 2006 Act must, in general, be the same as the consideration that
was available under the general offer.

16.3 Sell-out rules

16.3.1 The 2006 Act gives minority Shareholders a right to be bought out in certain circumstances
by a person who has made a general offer as described in paragraph 16.2 above. If, at any
time before the end of the period within which the general offer can be accepted, the offeror
holds, or has agreed to acquire not less than 90 per cent. of the Ordinary Shares, any holder
of Ordinary Shares to which the general offer relates who has not accepted the general
offer can, by a written communication to the offeror, require it to acquire that holder’s
Ordinary Shares.

16.3.2 The offeror is required to give each Shareholder notice of his right to be bought out within
one month of that right arising. The offeror may impose a time limit on the rights of minority
Shareholders to be bought out, but that period cannot end less than three months after
the end of the acceptance period. If a Shareholder exercises his rights, the offeror is entitled
and bound to acquire those Ordinary Shares on the terms of the offer or on such other
terms as may be agreed.

17. MATERIAL CONTRACTS

The following contracts (not being contracts entered into in the ordinary course of business) have been
entered into by the Company or another member of the Group within the two years immediately preceding
the date of this document or which are expected to be entered into shortly after Admission and which are,
or may be, material or contain a provision under which any member of the Group has an obligation or
entitlement which is material in the context of the Group as at the date of this document.

17.1 Share Exchange Agreement

17.1.1 The Company entered into a share exchange agreement with Ippon Capital SA, Ferracom
Establishment, MonoSol RX and Nanoline L.P. Limited (the “Vendors”) dated 31 October
2014 (the “SEA”). The objective of the SEA was for the Company to be inserted as a new
holding company of Midatech Limited the shares of which were transferred from the
Vendors to the Company in consideration for the issue of equivalent shares in the Company.

17.1.2 After execution of the SEA, an irrevocable drag along option was exercised pursuant to the
articles of association of Midatech Limited and drag along notices were issued to each of
the shareholders of Midatech Limited (other than the Vendors) on 3 November 2014. The
relevant Shareholders had the option of formally accepting the terms of the SEA and
returning a signed stock transfer form or to take no action whereby under the articles of
association of Midatech Limited a director of such company was authorised to sign the
relevant stock transfer form in respect of such shares on behalf of such shareholder.

17.1.3 The legal and beneficial interest in the shares of Midatech Limited were sold with full title
guarantee, fully paid and free from all encumbrances and together with all benefits and
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rights attaching. Pre-emption rights and any other entitlement rights which may have arisen
under the articles were waived. The SEA was completed on 13 November 2014 and as a
result thereof, the entire issued share capital of Midatech Limited was transferred to the
Company in consideration of equivalent shares in the Company.

17.2 Q Chip Acquisition Agreement

Please see the summary at paragraph 8 above of the Q Chip Acquisition Agreement.

17.3 Warrant Exchange Agreement

By way of agreements with certain holders of warrants to subscribe for shares in Midatech Limited
entered into on 28 November 2014, warrants to subscribe for a total of 1,471,527 ordinary shares in
Midatech Limited were transferred to the Company (and then immediately cancelled) in consideration
for the issue to such persons of the Warrant Exchange Shares.

17.4 The Placing Agreement

The Placing Agreement contains, inter alia, the following terms:

17.4.1 the Company appoints Panmure Gordon as its agent and Panmure Gordon agrees to use
its reasonable endeavours to procure subscribers for the Placing Shares at the Placing
Price;

17.4.2 the obligations of Panmure Gordon in respect of the VCT/EIS Placing Shares are conditional
upon, inter alia, the Q Chip Acquisition Agreement not having been varied or terminated
and having become unconditional in all respects save for any condition relating to the
Placing Agreement or Admission. The obligations of Panmure Gordon in respect of the
Principal Placing Shares are conditional upon, inter alia, (i) the VCT/EIS Placing Shares
having been unconditionally allotted and issued by 5.00 p.m. on 5 December 2014; and (ii)
Admission having occurred not later than 8.00 a.m. on 8 December 2014 or such later
date as the Company and Panmure Gordon may agree, but in any event not later than
8.00 a.m. on 22 December 2014;

17.4.3 subject to Admission, the Company shall pay Panmure Gordon:

(i) a corporate finance fee of £250,000; and

(ii) a commission at the rate of 4.0 per cent. of the value of the Placing Shares at the
Placing Price;

17.4.4 subject to certain restrictions the Company shall pay all the costs and expenses (including
any applicable VAT) of and incidental to the Placing including the fees and costs of legal
advisers incurred by Panmure Gordon and printing, filing and distribution charges;

17.4.5 each of the Company and the Directors severally warrants and undertakes to Panmure
Gordon in relation, inter alia, to the accuracy of the information contained in this document,
financial information relating to the Group and other matters in relation to the Group and its
business. The liability of the Directors is limited in terms of the amount of the liability save
in certain circumstances;

17.4.6 In addition, the Company has given Panmure Gordon, its affiliates, associates and
connected persons and their respective directors, officers, partners, members, agents and
employees an indemnity relating to certain losses and liabilities which may be incurred by
such persons in the performance by Panmure Gordon of its obligations and services
rendered pursuant to the Placing and Admission; and

17.4.7 Panmure Gordon has the right to terminate the Placing Agreement prior to Admission in
certain circumstances, including:

(i) in the event of certain force majeure events or other events involving certain material
adverse changes relating to the Company; and

227



(ii) in the event of a material breach of the warranties or undertakings in the Placing
Agreement.

17.5 The Nominated Adviser and Broker Agreement

The Company entered into an agreement with Panmure Gordon on 2 December 2014, pursuant to
which the Company appointed Panmure Gordon to act as nominated adviser and broker to the
Company with effect from Admission. The agreement is for a minimum period of 12 months from the
date of Admission and continues thereafter until terminated by either party giving not less than
30 days’ notice. Under the agreement, the Company has agreed to pay Panmure Gordon an annual
fee of £60,000 for its services. The agreement contains certain undertakings and indemnities given
by the Company in respect of, inter alia, compliance with the AIM Rules and all applicable laws and
regulations.

17.6 Lock-in and Orderly Market Agreements

17.6.1 The Company has entered into certain Lock-in and Orderly Market Agreements with the
Directors, related parties, applicable employees (both such terms as defined in the AIM Rules
for Companies) and Panmure Gordon in accordance with Rule 7 of the AIM Rules for
Companies. Pursuant to these agreements each of the Directors, related parties and applicable
employees (representing in aggregate 20.4 per cent. of the Enlarged Share Capital) has agreed
not to dispose of any of his interests in Ordinary Shares prior to the first anniversary of
Admission, and thereafter for the following 12 months only to dispose of them through the
Company’s broker(s) at the relevant time. There are certain exceptions to the agreements which
are those limited exceptions permitted by Rule 7 of the AIM Rules for Companies, being
disposals (i) in the event of an intervening court order; (ii) upon the death of a locked-in party;
or (iii) in acceptance of a takeover offer for the Company available to all Shareholders.

17.6.2 The Company has also entered into Lock-in and Orderly Market Agreements with certain other
Shareholders (representing in aggregate 18.5 per cent. of the Enlarged Share Capital) and
Panmure Gordon pursuant to which each such Shareholder has agreed not to dispose of any
of his/her interests in Ordinary Shares prior to the first anniversary of Admission, and thereafter
for the following 12 months only to dispose of them through the Company’s broker(s) at the
relevant time. There are certain exceptions to theses lock-in agreements including disposals (i)
to an associate; (ii) to (in certain circumstances) a person acting in the capacity of trustee of a
trust created by the locked-in person; (iii) in acceptance of a general offer made to shareholders
of the Company to acquire all the issued Ordinary Shares of the Company; (iv) under any
scheme or reconstruction under section 110 of the Insolvency Act 1986; (v) pursuant to any
compromise or arrangement providing for the acquisition by any person (or group of persons
acting in concert) of 50 per cent. or more of the equity share capital of the Company (whether
such arrangement or compromise has been sanctioned by the court or not); (vi) pursuant to
an intervening court order; or (vii) by the personal representatives after the death of the locked-
in person (if applicable).

17.6.3 Certain other Shareholders (being certain vendors of Q Chip) (representing in aggregate
16.8 per cent. of the Enlarged Share Capital) have also agreed pursuant to the Q Chip
Acquisition Agreement not to dispose of any of his/her interests in Ordinary Shares prior to the
first anniversary of Admission, and thereafter for the following 12 months only to dispose of
them through the Company’s broker(s) at the relevant time. The exceptions to this undertaking
are the same as those described in paragraph 17.6.2 above. Further details of the Q Chip
Acquisition Agreement are set out in paragraph 8 of this Part VII.

17.7 Orderly Market Agreement

The Company has also entered into the Orderly Market Agreement with Bradman Continuum (H)
Limited (representing in aggregate 0.8 per cent. of the Enlarged Share Capital) and Panmure Gordon
pursuant to which it has agreed only to dispose of its interest in Ordinary Shares for the 12 months
from Admission through the Company’s broker(s) at the relevant time. There are certain exceptions
to the Orderly Market Agreement, including disposals: (i) to an associate; (ii) to (in certain
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circumstances) a person acting in the capacity of trustee of a trust created by the locked-in person;
(iii) in acceptance of a general offer made to shareholders of the Company to acquire all the issued
Ordinary Shares of the Company; (iv) under any scheme or reconstruction under section 110 of the
Insolvency Act 1986; (v) pursuant to any compromise or arrangement providing for the acquisition by
any person (or group of persons acting in concert) of 50 per cent. or more of the equity share capital
of the Company (whether such arrangement or compromise has been sanctioned by the court or
not); (vi) pursuant to an intervening court order; or (vii) by the personal representatives after the death
of the locked-in person (if applicable).

17.8 Midatech Material Commercial Agreements

17.8.1 Consejo Superior De Investigaciones Cientificas (“CSIC”) Documentation

On 21 June 2002, CSIC and Midatech Limited entered into a patent and know-how
agreement whereby CSIC granted Midatech Limited an exclusive licence to exploit its patent
and know-how rights in any field and anywhere in the world where those patents are
registered, and to make applications to register such patents throughout the world in CSIC
and Midatech Limited’s joint names. CSIC also undertook to assign to Midatech Limited
PCT Application Number PCT/GB01/04633 (which application is included in Patent Family
1). Pursuant to this undertaking, CSIC and Midatech Limited entered into a Deed of
Assignment on 16 May 2003. The 21 June 2002 patent and know-how agreement was
varied by the parties on 14 October 2004 so as to specifically include magnetic
nanoparticles (related patents comprise Patent Family 2) in the scope of the licence and
rights granted to Midatech Limited. The document is material to the Group and is
summarised in detail below.

Midatech Limited has entered into further documentation with CSIC which is not considered
to be material to the Group’s current business:

CSIC and Midatech Limited entered into a loan agreement on 2 October 2012 for the loan
by CSIC to Midatech Limited of a device for generating, amplifying and transmitting radio-
frequency fields.  

On 24 July 2007,  CSIC and Madrid University entered into an agreement with Midatech
Andalucia SL on 24 July 2007 for the grant by CSIC and Madrid University to Midatech
Andalucia SL of an exclusive right to exploit rights to the patents comprising Patent Family
9 and related patents, patent applications and know-how, and the right to file and register
applications for protection of such patent rights throughout the world on behalf of CSIC
and Madrid University at Midatech Andalucia’s expense. 

Separately, on 11 March 2008, CSIC granted Midatech Andalucia an exclusive right to
exploit the patents comprising Patent Family 10 and related patents/patent applications
and know-how and to file and register applications for the protection of those patent rights
throughout the world on behalf of CSIC at Midatech Andalucia's expense.  Patent Family
10 relates to a device capable of heating nanoparticles. 

17.8.2 Consejo Superior De Investigaciones Cientificas Agreement (“CSIC Agreement”)

(i) Summary

Under the CSIC Agreement dated 21 June 2002, CSIC granted Midatech Limited an
exclusive licence to exploit, in any field of use, the patents comprising patent family 1
(as described in the Patent Attorney’s Report), and related confidential know-how
(together, the “CSIC IPR”). The CSIC IPR is considered by the Company to be core
to its business. The agreement also sets out certain terms in respect of CSIC and
Midatech Limited’s co-ownership of the CSIC IPR.

(ii) Terms of Licence

The licence is granted on an exclusive world-wide basis, save for CSIC’s right to use
the CSIC IPR for the purposes of the performing a Research Agreement with Midatech
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Limited, to deal in products supplied to it by Midatech Limited and to perform research
for its own non-commercial purposes.

(iii) CSIC Obligations

CSIC agrees not to exploit, deal with or use in any way, directly or indirectly, the CSIC
IPR, save for the purposes of research undertaken between the parties as it agrees
with Midatech Limited.

CSIC is obliged to obtain permission from relevant authorities to re-assign the patents
into Midatech Limited’s sole name, and the parties shall execute documents necessary
to effect the assignment, within 14 days of Midatech accomplishing one of the
following steps:

(A) concluding a licence agreement with a third party in respect of any of the
intellectual property rights comprising the subject matter of this agreement;

(B) demonstrating therapeutic and/or diagnostic efficacy in an animal model derived
from research sponsored by Midatech (or its affiliated companies);

(C) demonstrating a diagnostic product in a Phase 1 clinical trial arising from the
intellectual property rights comprising the subject of the agreement; or

selling products made by Midatech, affiliated companies or licensees exploiting
the intellectual property rights comprising the subject matter of the agreement
which generate net sales royalties or net revenue royalties for CSIC,

(together, the “Midatech Commercial Milestones”).

Midatech Limited has accomplished three of the Midatech Commercial Milestones
and may therefore request that the relevant patents are assigned to it.

(iv) Midatech Limited Obligations

Midatech Limited was under an obligation to agree a form of business plan and
research agreement which was completed on 16 May 2003 (the “Effective Date”). 

After the Effective Date, Midatech Limited is under an obligation to use all reasonable
commercial endeavours to exploit the intellectual property rights. 

Midatech Limited is responsible for obtaining and maintaining all requisite
governmental, statutory and other regulatory licences, approvals, authorisations,
registrations and consents and comply with all other legal and regulatory requirements
and codes of practice applicable in any country where the patents are registered in
connection with its obligations under the CSIC Agreement.

Midatech Limited is under an obligation not at any time knowingly do, cause or
authorise anything that will or may impair, damage or be detrimental to the reputation
or goodwill associated with CSIC.

Midatech Limited is under an obligation to pay certain royalties in prescribed
circumstances following the commercialisation of the relevant IP. Set out below are
the agreed royalty amounts:

Sales Amount Royalty

Net sales to €1m 6%
Net Sales Between €1m and €9,999,999: 5%
Net Sales Between €10,000,000 and 99,999,999 4%
Net Sales Between €100,000,000 and above 3%

As at the date of this document no royalties have been due or payable to CSIC in
connection with current or past projects.
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Midatech Limited (and its licensees) are under an obligation to keep for the term of
agreement and for a further two years, detailed records and books containing data to
verify all amounts payable to CSIC, and allow CSIC or its representatives to inspect,
audit and take copies. 

If CSIC provides Midatech with details of any improvement in respect of the patents,
Midatech has 90 days to notify CSIC of whether it wishes to take a licence or
assignment of all or any of that improvement.

(v) Limitation of Liability

Neither party is liable for any loss of revenue, profit, data or goodwill, or for any indirect,
special or consequential loss or damage arising out of or in connection with the
agreement or any collateral contract or the manufacture, storage, marketing or use of
products made by Midatech which exploit the intellectual property rights under the
CSIC Agreement, or any other exploitation of the CSIC IPR.

(vi) Infringement of IP

If there is any unauthorised use or infringement of any intellectual property rights
included in the subject of the agreement, CSIC shall at Midatech Limited’s written
request, assist Midatech Limited in taking all such steps as shall be necessary or
desirable, in Midatech Limited’s sole discretion, to protect those intellectual property
rights. Midatech Limited shall pay the costs of any such steps, but shall be entitled to
retain any profits or damages obtained.

CSIC must notify Midatech Limited of any unauthorised use or infringement of the IPR
by any third party. Midatech is responsible for expenses incurred to protect IPR. 

The CSIC Agreement contains an indemnity in favour of Midatech Limited in respect
of any costs, damages or claims incurred by Midatech Limited resulting from a claim
that its exploitation of the CSIC IPR infringes third party rights. It is specified that this
does not cover any costs, claims or damages incurred by Midatech Limited in the
prosecution of any patent application as a result of any opposition or third party
objection.

(vii) Termination

Either party may terminate the CSIC Agreement in the event of:

(A) a material breach that is not remedied within 30 days of a notice requiring the
same;

(B) insolvency of the other party.

Upon termination, all rights and licences granted to Midatech Limited shall cease to
be of any effect and Midatech Limited shall cease all activities authorised by the CSIC
Agreement. All sub-licences of any patents and associated rights granted by Midatech
Limited to a third party shall remain in full effect and CSIC shall honour such
agreements or, at the request of the sub-licensee, enter into a licence agreement on
identical terms to the relevant licence agreement between Midatech Limited and the
sub-licensee.

17.8.3 Midatech Limited and MonoSol Joint Venture Agreement

Under the joint venture agreement between Midatech Limited and MonoSol Rx LLC
(“MonoSol”) dated 15 December 2011 (the “JV Agreement”), the parties have formed a
joint venture called Midasol Therapeutics (“Midasol”) to develop and commercialise certain
pharmaceutical products in the diabetes field (the “Products”) to develop treatments and
a cure of diabetes in humans. The parties originally entered into documentation in October
2007 and 2008 and subsequent licence agreements in 2010 and 2011. The 27 October
2008 agreement is considered to be material and is summarised below. Under the terms
of the JV Agreement, both parties contribute exclusive, royalty free, irrevocable, worldwide
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licences to exploit, in any field of use, the patents comprising Patent Family 1, Patent Family
11, Patent Family 12, Patent Family 13, and related confidential know-how to Midasol.

MonoSol grants to the Midasol products and any insulin based or GLP-1 based product
developed or commercialised by one party but which uses the IP of only one party (the
“Single IP Products”) in the diabetes field, an exclusive royalty free irrevocable worldwide
licence (with the right to sublicense) to its share of Midasol’s jointly owned IP (the “Joint

Owned IP”) and MonoSol’s IP solely for the development and commercialisation of the
Products. Where any product is developed by one party in the diabetes field and which
does not use the IP of the other party (“Independent Diabetes Field Products”) or Single
IP Products include no Joint Owned IP or MonoSol IP, no licences will be required from
Midatech Limited unless it falls outside the scope of the diabetes field.

Midatech Limited grants to Midasol in relation to the Products and the Single IP Products
in the diabetes field, an exclusive, royalty free, irrevocable, worldwide licence (with the right
to sublicense) to its share of Joint Owned IP and its own IP solely for the development and
commercialisation of the Products. Where Independent Diabetes Field Products or Single
IP Products include no Joint Owned IP or IP of Midatech Limited, no licences will be
required from Midatech Limited unless it falls outside the scope of the diabetes field.

Midatech and MonoSol own Midasol and the Products in equal proportions and may grant
sublicences to one or more third parties. The grant of a licence contained in the
JV Agreement includes a licence to improvements which are non-exclusive but otherwise
on the same terms as the existing licences. The parties are entitled to royalties calculated
by reference to a share of net returns for Products, Single IP Products and Independent
Diabetes Field Products. Each party is entitled to receive 50 per cent. of all net returns
(calculated on a prescribed basis). In the event there is a single developing party, then such
party receives 66 per cent. of the net returns for a Single IP product, or 75 per cent. for an
Independent Diabetes Field Product.

The board of directors of Midasol is made up of four directors, including one chief executive
officer and one representative member from each party. Save for certain discussions all
board decisions are taken by unanimous vote (one vote per director). The quorum of each
meeting is one director appointed by each party. The JV Agreement does not contain
explicit dispute resolution provisions in the event that the board is in deadlock, however,
the board is under an obligation to use commercially reasonable efforts to resolve any
matters.

17.8.4 Collaboration and Licence Agreement between Midatech Limited and MonoSol

Rx Inc. (“MRSx”)

(i) Summary

Midatech Limited and MonoSol are parties to a collaboration and licence agreement
dated 27 October 2008 to conduct research leading to development and
commercialisation of products which incorporate Midatech Limited’s nanoparticle
technology and MRSx’s self-dissolving thin film technology. To facilitate this research
and product development, Midatech Limited granted MRSx an exclusive worldwide
licence to its intellectual property for the manufacture and development of candidate
drugs in the defined field. The licence is ongoing.

Decisions in respect of the development and commercialisation of products are
made via a joint steering committee which is made up of an equal number of
Midatech Limited and MRSx representatives.

(ii) Exclusive Licence

Each party grants the other an exclusive licence of its intellectual property for the
purposes of the collaboration. This licence includes any intellectual property resulting
from Midatech Limited’s and MRSx’s collaboration under the agreement which shall
be jointly owned. The agreement subsists until the expiry of the last to expire of the
patent rights of both parties covering Joint Owned IP or, if later, receipt of royalties
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or third party licence agreement providing for payment for the sale or distribution of
products.

(iii) MSRx’s and Midatech Limited’s Obligations

The agreement includes a general non-compete obligation pursuant to which neither
party may enter into any collaboration, development or licence agreement in the Field
with any third party. This non-compete obligation relates to the development and
commercialization of an insulin drug and “Field” includes the prevention, treatment
and cure of diabetes in humans.

During term of the agreement and for three years after the 12 month period in which
they were generated, the parties are to keep (and cause their respective affiliates
and third party licensees to keep) accurate and complete records of costs, expenses,
net sales, net revenues and other amounts due or charged under the agreement to
the other party.

During the term of the agreement and for 1 year thereafter, neither party shall employ
any current employee of the other that has been involved in the activities undertaken
under this agreement unless agreed to in writing by the other party.

The agreement contains comprehensive ongoing confidentiality obligations and the
strategy for defending joint owned IP shall be determined by the joint steering
committee.

(iv) Termination

Either party may terminate: (i) in the event of the other's insolvency; or (ii) for a material
breach of the agreement; (iii) in the event of a Change of Control (written notice of
which shall be provided to the other party at least 30 days prior to the Change of
Control). It should be noted that an initial or secondary public offering of the party’s
securities shall not constitute a Change of Control for these purposes; (iv) if no
Product results from the collaboration under this agreement within 10 years. 

17.8.5 Research Collaboration Agreement between Midatech Limited and Middlesex

University (the “MU Agreement”)

Midatech Limited entered into a Research Collaboration Agreement on 16 February 2012
with Middlesex University (the “MU”) whereby the parties agreed to research the treatment
of cells with and without the addition of gold nanoparticles with the aim of selectively killing
tumour cells. The Middlesex Agreement expired on 16 August 2013, however, the
provisions in respect of the parties’ exploitation of intellectual property generated during
the research project survive termination.

MU and Midatech Limited jointly own any intellectual property rights arising out of the work
conducted under the MU Agreement. MU grants to Midatech Limited an exclusive, fully
paid-up, royalty free licence (with the right to sub-license to any group company or any
person working on behalf of Midatech Limited (or a group company)) for the purpose of
carrying out that work to use the intellectual property arising out of the parties’ collaboration
for any purpose relating to the exploitation of nanoparticles for therapeutic and imaging
purposes anywhere in the world.

Midatech Limited agreed to indemnify MU, its employees and students, in respect of each
and every claim made against them as a result of Midatech Limited’s use of the results of
the study conducted under the MU Agreement or any information, materials or works
received from the indemnified parties under the agreement.

17.8.6 Research Collaboration Agreement between Midatech Limited and the Open

University (the “OU Agreement”)

Midatech Limited entered into a research and collaboration agreement on 14 December
2012 with the Open University (the “OU”), whereby the parties agreed to identify the most
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effective nanoparticle carrier that targets astrocytes, following which Midatech Limited is
under an obligation to supply nanoparticles with a cargo attached, to demonstrate a
mutually agreed therapeutic application. The OU Agreement expired on 14 September
2013, however, the parties’ exploitation of intellectual property generated during the
research project survives termination.

The agreement provides that Midatech Limited shall own the IP in all information, know-
how, results, inventions, software and other intellectual property identified or first reduced
to practice or writing in the course of the project, along with any improvements,
modifications, adaptations or developments in any such intellectual property. The agreement
also provides that OU will assign such IP for any purpose in the field of the exploitation of
nanoparticles for a prescribed purpose anywhere in the world. 

If any employee or student of OU intends to discuss the work undertaken during the project
or to publish any of Midatech Limited’s background IP rights that were licensed to OU for
use in the project, or any of the results from the project, it must first submit in writing the
details of any such intended publication at least 30 days in advance. Midatech Limited may
give written notice to OU requiring a delay of up to 3 months in the publication if such delay
is reasonably necessary to seek patent or similar protection. 

17.8.7 Consortium Agreement

Midatech Limited entered into a consortium agreement dated 25 June 2012 with Cardiff
University, Inserm-Transfert SA, Nanopass Technologies Ltd, Leiden University Medical
Center, King’s College London, Institut National De La Sante Et De La Recherche Medicale,
Marseille (Inserm), and Linkopings Universitet.

It was agreed that the parties would share and collaborate on various products and
technology that will be combined with the ultimate goal of integrating an antigen delivery
system, which will be used in clinical trials as a method of investigational medical product
delivery.

All parties have joint ownership over any IP rights which may arise. The portion of ownership
will be determined in proportion to a party’s contribution. Commercialisation rights will be
determined on a fair and reasonable basis.

Under the agreement, the consideration is Midatech Limited’s requested contribution
towards its costs of €815,000.00 of the total requested EU contribution totalling
€5,983,871.00.

The project will receive funds from the European Commission, which will be distributed by
a coordinator according to the consortium budget. The parties will receive portions of this
contribution, as determined by the consortium budget.

17.9 Q Chip Material Agreements

17.9.1 Formulation Development Agreement with the biotech arm of a top ten

pharmaceutical company

Q Chip entered into a formulation development agreement with the biotech arm of a top
ten pharmaceutical company (the “Biotech Company”), dated 5 February 2014 to
research the application of Q Chip’s controlled release technology to Biotech Company’s
products.

The Biotech Company agreed to a set fee $325,000 payable over four stages.

The results of the feasibility study and the materials and/or formulations containing the
Biotech Company’s compound developed during the development agreement belongs to
the Biotech Company. Q Chip is entitled, for its own purposes, to access and utilise the
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results, including those generated by the Biotech Company subject always to those results
being rendered anonymous.

The Biotech Company shall own any intellectual property arising which is incapable of
severance from the compound, created pursuant to the agreement. The Biotech Company
shall also own any IP that is conceived or reduced to practice during the performance of
the feasibility study that relates to and/or is based on the Biotech Company’s IP, excluding
any IP that is inseparable from Q Chip’s prior IP.

Both parties grant each other non-exclusive licences for the use of each other’s IP rights
for the duration of the study. These licences are royalty free. Termination of the agreement
does not affect any of the IP rights.

17.9.2 Research Agreement with a European speciality pharmaceutical company

Q Chip entered into a research agreement with a European speciality pharmaceutical
company on 24 September 2013. This company contracted Q Chip to undertake research
over 6 months for a fixed fee in connection with the applicability of Q Chip’s technology to
the form of macromere produced by the speciality pharmaceutical company.

Under the agreement, all previous IP rights are owned by their respective owners. Any future
IP rights arising out of the research is owned by the pharmaceutical company unless it is
inseparable from Q Chip’s technology, in which case it remains in Q Chip’s ownership.

17.9.3 Nova Laboratories Limited Supply Agreement

Q Chip and Nova Laboratories Limited (“Nova”) entered into a supply agreement dated
7 July 2013 pursuant to which Nova supplies Q Chip with materials used in the production
of its core product. Nova specialises in the production of sterile products that can be given
to humans. The term of this agreement is five years and thereafter unless and until
terminated by either party giving not less than 3 months’ written notice.

Q Chip provides an indemnity in favour of Nova in respect of:

(A) all claims and all direct, indirect or consequential liabilities (including loss of profits,
loss of business, depletion of goodwill and similar losses), costs, proceedings,
damages and expenses (including legal and other professional fees) awarded against,
or incurred or paid by Nova as a result of or in connection with any breach of Q Chip’s
obligation to provide Nova written information relating to the use of each batch of
products, indicating whether it is for use in preclinical studies, for use in human trials
or is to become licensed for general use;

(B) any claim made against Nova that the manufacture or sale of the product infringes a
third party’s intellectual property rights, save to the extent that any such claim is due
to Nova’s default; and

(C) all third party claims asserted against the use of the product, save to the extent that
the claim is due to Nova’s default.

The agreement contains perpetual confidentiality obligations in respect of “any information
disclosed” under the agreement. Each party is under an obligation not to disclose to any
other person information disclosed to it and shall use its best endeavours to keep that
information confidential. Confidential information received may be used by the receiving
party for its own purposes provided that no part of the confidential information which is not
public knowledge is disclosed.

Any claim by Q Chip based on any defect in the quality or condition of a batch or its failure
to comply with the technical specification shall be notified to Nova within 7 days of the
defective product being sent to the customer by email or three business days after
discovery of the defect.
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17.9.4 Grant Documentation

Q Chip entered into an agreement with the Technology Strategy Board on 10 July 2012.
The Agreement entitled Q Chip to receive £250,000 of funds in return for undertaking and
completing a project titled: “Development of Prototype for innovative sustained-release
pharmaceutical manufacturing” (the “Project”).

The Agreement commenced on 10 July 2012 and was for an unspecified period or until
the Project is completed.

18. RELATED PARTY TRANSACTIONS

18.1 Chesyl Consultancy Agreement

18.1.2 Midatech Limited entered into a consultancy agreement dated 15 April 2014 with Chesyl
Pharma Limited (“Chesyl”), the entity which is wholly owned by Rolf Stahel (a Director of
the Company) and who provides services to Midatech Limited.

18.1.3 Chesyl engaged to provide management consultancy services, including the provision of
support and assistance to the Board of Midatech Limited in relation to operational issues
and the provision of advice in relation to corporate strategy, corporate activities, fund raising
and mergers and acquisition opportunities (the “Services”).

18.1.4 The engagement was deemed to have commenced on 1 March 2014 for an initial term of
12 months and continues thereafter until terminated.

18.1.5 Chesyl is obliged to procure that the services are provided by Rolf Stahel (or a similarly
qualified substitute, subject to the approval of Midatech Limited) at such times and at such
locations as may be reasonably necessary for 10 full working days per year. Rolf Stahel
may not sub-contract these obligations. Midatech Limited will pay Chesyl £50,000
compensation per annum for Rolf Stahel’s services and if engaged for any additional days,
a rate of £2,000 will be paid per full working day.

18.1.6 Confidentiality terms are in a form customary to such agreements. Midatech Limited agrees
to indemnify on demand and hold harmless Chesyl and Rolf Stahel from and against each
and every liability or cost arising or incurred by Chesyl or Rolf Stahel whether direct or
consequential as a result of any negligent act or omission of Midatech relating to or arising
from the receipt of the Services.

18.2 Save as set out or referred to in paragraph 18.1 above of this Part VII and in Note 27, Section B;
Note 7, Section C; Note 21, Section E and Note 5, Section F of Part IV, there are no related party
transactions which, as a single transaction or in their entirety, are or may be material to the Company
and have been entered into by the Company or any other member of the Group during the period
covered by the historical financial information set out in Part IV of this document and up to the date
of this document. 

19. OTHER INFORMATION

19.1 The financial information relating to Midatech Limited and Q Chip Limited, set out in Section B and
Section E of Part IV of this document, do not comprise statutory accounts within the meaning of
section 434(3) of the Companies Act 2006.

19.2 The auditor of Midatech Limited for the financial years ended 31 December 2013, 2012 and 2011
was Critchleys LLP, of Greyfriars Court, Paradise Square, Oxford OX1 1BE. Critchleys LLP has made
reports on such statutory accounts of the Company for such period which were unqualified.

19.3 The auditor of Q Chip for the financial years ended 31 December 2013, 2012 and 2011 was
PricewaterhouseCoopers LLP, of Embankment Place, London WC2N 6RL. PricewaterhouseCoopers
LLP has made reports on such statutory accounts of Q Chip for such period which were unqualified.

19.4 The Company’s accounting reference date is 31 December.
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19.5 Panmure Gordon has given and not withdrawn its written consent to the issue of this document with
the inclusion in it of references to its name in the form and context in which they appear.

19.6 BDO LLP, as the reporting accountant and auditor of the Company, has given and not withdrawn its
written consent to the inclusion of its reports in Section A and Section D of Part IV of this document
in the form and context in which they are included. BDO LLP is a member firm of the Chartered
Institute of Accountants in England and Wales.

19.7 Mewburn Ellis LLP has given and not withdrawn its consent to the inclusion in this document of its
report in the form and content which it appears.

19.8 Other than contractual arrangements with employees and consultants and payments in the ordinary
course of business, and save as set out in this document, no person (excluding those professional
advisers disclosed in this document and trade suppliers) has:

19.8.1 received, directly or indirectly, from the Company within the twelve months preceding the
date of this document;

19.8.2 entered into contractual arrangements to receive, directly or indirectly, from the Company
on or after Admission, any of the following:

(i) fees, totalling £10,000 or more;

(ii) securities in the Company with a value of £10,000 or more calculated by reference
to the Placing Price; or

(iii) any other benefit with a value of £10,000 or more at the date of Admission.

19.9 The total costs and expenses of, and incidental to, the Placing and Admission payable by the
Company are estimated to amount to £2.2 million.

19.10 The Ordinary Shares are in registered form and, following Admission, will be capable of being held in
uncertificated form through CREST as permitted by the Articles. Settlement of the Placing will, at the
option of Placees, be within CREST and Ordinary Shares will be delivered into the CREST account
of those subscribing for VCT/EIS Placing Shares on 5 December 2014 and for all other Placees of
the Principal Placing Shares on 8 December 2014. No temporary documents of title will be issued.
Definitive share certificates for Placees not settling through CREST will be dispatched by 15 December
2014. Prior to the despatch of such certificates, transfers will be certified against the register of
members of the Company.

19.11 Save as disclosed in this document, no exceptional factors have influenced the Company’s activities.

19.12 Panmure Gordon is arranging for the Placing Shares to be placed with institutional and other investors.
The arrangements for the payment for the Placing Shares to Panmure Gordon and during the period
prior to completion of the Placing relating to monies received by Panmure Gordon from such investors
are set out in the placing letters sent to such investors.

19.13 Panmure Gordon is registered in England and Wales as a private limited company with number
4915201 which is a member of the London Stock Exchange and is authorised and regulated by the
Financial Conduct Authority. Its registered office is at One New Change, London EC4M 9AF.

19.14 The Placing Price of 267 pence per Ordinary Share represents a premium of 266.995 pence over the
nominal value of 0.005 pence per Ordinary Share.

19.15 There are no restrictions on the free transferability of the securities.

19.16 There are no arrangements, known to the Company, the operation of which may at a subsequent
date result in a change of control of the Company.

19.17 There are no environmental issues that may affect the Group’s utilisation of its tangible fixed assets.
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19.18 Save as disclosed in this document, the Company is not dependent on any patents or licences,
industrial, commercial or financial contracts or new manufacturing processes in anyway which may
materially affect the Company’s business or profitability.

19.19 So far as the Directors are aware, there have not, in relation to any member of the Group, been:

(a) any significant recent trends in production, sales, inventory, costs and selling prices between
the end of the last financial year of the Company and the date of this document; or 

(b) any known trends, uncertainties, demands, commitments or events that are reasonably likely
to have a material adverse effect on the Company’s prospects for at least the current financial
year.

19.20 The Directors confirm that, where information in this document has been sourced from a third party,
this information has been accurately reproduced and that, so far as the Directors are aware and are
able to ascertain from information published by that third party, no facts have been omitted which
would render the reproduced information inaccurate or misleading.

20. AVAILABILITY OF THIS DOCUMENT

A copy of this document is available free of charge during normal business hours on any week day (excluding
Saturdays, Sundays and public holidays) at the offices of Panmure Gordon, at One New Change, London
EC4M 9AF, and shall remain available for at least one (1) month after the date of Admission. A copy of this
document is also available for download at the Company’s website, www.midatechpharma.com.

Dated: 3 December 2014
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