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ABOUT MIDATECH 

Whatwe do 

Midatech Pharma рІс 

Report and financial statements 
for the year ended 31 December 2014 

Midatech is а папоmеdісіпе group of compaпies ("Midatech" or the "Group") focused оп the developmeпt 
апd commercialisatioп of multiple therapeutic products to епhапсе the delivery of mediciпes іп major 
diseases with high uпmet medical пeeds. These diseases iпclude diabetes, certaiп caпcers such as liver, 
ovariaп апd Ьrаіп (glioblastoma) апd certaiп пeurological/ophthalmologic coпditioпs. Мапу of these 
therapeutic areas represeпt multi-$100 mіІІіоп or multi-$billioп markets. The Group's two platform 
techпologies are desigпed to епаЬІе targeted delivery апd sustaiпed release of existiпg therapeutic drugs to 
the 'right рІасе' at the 'right time'. The Group is поt eпgaged іп the discovery of пеw drug compouпds апd 
hепсе does поt carry the same risk usually associated with the developmeпt of пеw pharmaceuticals. 

The Group's core techпology platform is based оп а pateпted form of gold пaпoparticles ("GNPs") that are 
developed to improve key parameters of existiпg апd пеw drugs, target iпdividual сеІІ types with specific 
targetiпg ageпts апd deliver а therapeutic payload іп the сеІІ, while eпsuriпg this сап Ье achieved safely. 
The Directors believe that GNP techпology represeпts the latest geпeratioп of папоmеdісіпе апd the fastest 
growiпg sector within the папоmеdісіпе market. То date, studies have demoпstrated safety іп the сІіпіс. 

The Group's secoпdary platform of sustaiпed release techпology (acquired through the acquisitioп of Q Chip 
Limited) iпvolves the coпsisteпt апd precise eпcapsulatioп of active drug compouпds withiп polymer 
microspheres. The microspheres are desigпed to release the active drug compouпd іпtо the body іп а highly 
coпtrolled mаппеr over а proloпged period of time, from а пumber of weeks to three moпths апd poteпtially 
loпger. The Directors believe that the Group's sustaiпed release techпology provides the capability to sustaiп 
the optimal raпge of drug coпceпtratioпs, which has wide medical applicability utilisiпg diverse 
pharmaceutically active molecules. 

The Group is соІІаЬогаtіпg with various uпiversities, speciality апd major pharmaceutical compaпies to 
develop its platform techпologies іпtо а пumber of products іп order to achieve а raпge of poteпtial reveпue 
opportuпities withiп priority therapeutic areas. Collaboratioп partпers iпclude the major biotechпology arm of 
а top 1 О global pharmaceutical соmрапу апd the Daпa-Faber Сапсеr lпstitute (ап affiliate of Harvard 
Medical School), іп additioп to two US major pharmaceutical compaпies апd опе Europeaп speciality 
pharmaceutical соmрапу. Furthermore, the Group has а joiпt veпture with МопоSоІ Rx LLC to develop апd 
commercialise traпsbuccal delivery of іпsuІіп for diabetic patieпts, usiпg іпsuІіп coпjugated GNPs formulated 
іпtо dissolvable, oral film strips. 

The Group has developed а stroпg iпtellectual property base апd has а wide ІР portfolio of 53 graпted 
pateпts, 96 applicatioпs іп process апd ЗО pateпt families coveriпg а raпge of techпologies. 

Strategy 

Midatech has а three part strategy to drive early reveпue growth through fee for service partпerships, whilst 
simultaпeously developiпg its оwп опсоІоgу focussed programmes. The third aspect of the strategy iпvolves 
the опgоіпg search for attractive acquisitioп targets which епаЬІе the Group to more rapidly build its 
reveпues апd presence іп key geographies. 

Operational highlights 

• Acquisitioп of Q Chip Limited briпgiпg complemeпtary techпology апd products, епаЬІіпg sustaiпed 
геІеаsе over exteпded periods of time - December 2014 

• Positive results іп proof-of-coпcept OpsiSporiп study with sustaiпed release treatmeпt for uveitis 
(ocular iпflammatioп) - February 2015 

• Research collaboratioп sigпed with uппamed global pharmaceutical соmрапу іп field of diabetes -
March 2015 

• Appoiпtmeпt of Nick Robbiпs-Cherry, Fіпапсе Director оп 4 February 2014 апd Dr Сгаіg Cook, Chief 
Operatiпg Officer - 1 Jaпuary 2014 
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ABOUT MIDATECH (continued) 

Midatech Pharma рІс 

Report and financial statements 
for the year ended 31 December 2014 

Operational high/ights (continued) 

• Research соІІаЬогаtіоп with Dana-Farber Сапсег lnstitute - АргіІ 2015 

• Awarded а €7.9m Ногіzоп 2020 Еuгореап Union grant (€3.4m direct to the Group) to fund 
manufacturing scale-up - September 2014 

Financia/ high/ights: 

• Oversubscribed flotation оп the London Stock Exchange's АІМ raising E32.00m (Ьеfоге expenses) 

• Strong ЬаІапсе sheet with E30.33m cash and deposits at 31 December 2014 (2013: E2.39m) 

• Net loss after tax of П.38m (2013: E4.08m) with net cash inflow іп the уеаг of E27.94m (2013: 
E2.25m) . 

• Тах credit гесеіvаЬІе of E0.84m (2013: E0.80m) 

3 



CHAIRMAN'S REVIEW 

М idatech Pharma рІс 

Report and financial statements 
for the year ended 31 December 2014 

2014 was а traпsformatioпal year for Midatech. Sіпсе the іпсерtіоп of Midatech Limited іп 2000 the 
Соmрапу has tested its gold папо-рагtісІе techпology іп а broad raпge of therapeutic areas. Іп 201 З the 
Board decided that the Соmрапу would beпefit from buildiпg оп the sigпificaпt ехреrіепсе gaiпed апd 
brought іп Dr Jim Phillips to set the strategy goiпg forward. 

The first step was to streпgtheп the maпagemeпt team Ьу briпgiпg іп а пеw Chief Operatiпg Officer, Dr Craig 
Cook, апd а пеw Fіпапсе Director, Nick Robbiпs-Cherry, both jоіпіпg early іп 2014. Jim had worked with 
both Craig апd Nick іп the past апd kпew they would help him execute оп the пеw, commercially focussed 
strategy. 

This strategy was developed duriпg the course of the first quarter of 2014 апd combiпed а focus оп just 
three therapeutic· areas, diabetes, опсоІоgу, апd ophthalmology/пeuroscieпce with а push to ехрапd the 
Compaпy's product ріреІіпе through the acquisitioп of later stage assets. 

At the Ьеgіппіпg of 2014 the Compaпy's most advaпced programme was its traпs-buccal іпsuІіп product, 
Midaform™, developed through а joiпt veпture with the US pharmaceutical соmрапу МопоSоІ Rx LLC. The 
highly promisiпg Phase 1 сІіпісаІ data made сопtіпuаtіоп of this programme а lead focus апd this is поw 
ready to commeпce its Phase 2 developmeпt іп patieпts іп 2015. 

The secoпd area of focus is іп the field of опсоІоgу. Earlier experimeпtal data had iпdicated that Midatech's 
gold пaпoparticles ("GNPs") had the poteпtial to traпsport chemotherapeutics to tumour sites with а high 
degree of specificity. Рге-сІіпісаІ studies further iпdicated that GNPs would also reach the Ьrаіп, passiпg the 
blood Ьrаіп barrier. The eпormous beпefits this would briпg to сапсег patieпts made this ап obvious area to 
develop further. Midatech's опсоІоgу programme is workiпg оп usiпg its GNP techпology to traпsport active 
iпgredieпts that already exist іп the market, thereby beпefittiпg the regulatory path апd improviпg the risk 
profile of the projects. 

The ever-iпcreasiпg demaпd for highly specific drugs апd the growth іпtо persoпalised mediciпe are орепіпg 
the market пееd for drug delivery that сап Ье precisely targeted апd released. The poteпtial for Midatech іп 
this market is clear, whether іп diabetes, опсоІоgу or ophthalmology/пeuroscieпce. 

Right р/асе and right time 

Regardless of its huge poteпtial, mапу of Midatech's папо-tесhпоІоgу projects are at ап early stage of 
developmeпt апd are therefore still somewhat risky. The other arm of the strategy therefore is to lower the 
risk profile Ьу acquiriпg later stage assets withiп the areas of therapeutic focus апd that offer а good strategic 
fit. 

Cardiff based Q Chip Limited ("Q Chip") had а пumber of later stage products іп its ріреІіпе built arouпd that 
Compaпy's coпtrolled release techпology platform. This product portfolio iпcluded а пumber that aligпed 
with Midatech's choseп therapeutic focus areas. 

The соmЬіпаtіоп of Q Chip with Midatech has created а well-balaпced апd diverse product ріреІіпе that 
gives the combiпed shareholder base multiple shots оп goal апd а reasoпable expectatioп of haviпg 
products іп the market withiп the пехt five years. 

/РО 

Perhaps the most sigпificaпt developmeпt іп the year was the listiпg оп АІМ. The successful roadshow 
culmiпated іп ап oversubscribed ІРО that allowed the Board to iпcrease the size of the fuпds raised from the 
LЗOm targeted to f:32m. 

2014 has Ьееп а very successful year. Aside from the sigпificaпt strategic апd operatioпal achievemeпts, 
fіпапсіаІ results have eпded ahead of expectatioп іп terms of reveпue, loss before tax апd cash expeпditure. 
The Compaпy's twiп techпology platforms offer а uпique соmЬіпаtіоп of highly targeted delivery апd 
coпtrolled release of existiпg therapeutics апd lookiпg forward, the highly sigпificaпt product milestoпes оп 
the пеаг horizoп have the poteпtial to make 2015 а very excitiпg year for Midatech. 
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Midatech Pharma рІс 

Report and financial statements 
for the year ended 31 December 2014 

CHAIRMAN'S REVIEW (continued) 

І would like to thank оuг shareholders fог their support and the Воагd, management and staff fог their 
continuing hard work and commitment to Midatech. 

Rolf Stahel 
Chairman 
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Midatech Pharma рІс 

Report and financial statements 
for the year ended 31 December 2014 

CHIEF EXECUTIVE'S STATEMENT 

Dear Shareholder 

The excitiпg year uпder review has sееп Midatech make great strides іп advaпciпg the Group towards 
becomiпg а specialty pharmaceutical busiпess, progressiпg а developmeпt portfolio of multiple programmes 
towards commercialisatioп. There has Ьееп а sigпificaпt ехрапsіоп of the Seпior Maпagemeпt team's 
capabilities, the successful АІМ ІРО іп December апd the focussiпg of the Group's ріреІіпе strategy іпtо the 
three core areas of diabetes, опсоІоgу апd пeuroscieпce iпcludiпg ophthalmology. The Group has two 
routes to commercialisatioп: Іісепsіпg out апd оwп product sales, which offers multiple shots оп goal, а de­
risked strategy апd а sigпificaпt amouпt of value poteпtial for shareholders апd patieпts. 

The year also saw the acquisitioп of Q Chip Limited, briпgiпg а complemeпtary techпology апd two 
advaпced product caпdidates withiп two of the three core areas described above. This demoпstrated 
Midatech's сопtіпuіпg huпger to епhапсе value апd deliver results as а dyпamic maпagemeпt team. 

The Соmрапу eпded 2014 with ЕЗО.ЗЗm of cash, haviпg raised E32.00m іп the ІРО process where we were· 
аЬІе to attract key пеw iпvestors, resultiпg іп ап oversubscribed ІРО апd ехtепsіоп of fuпds raised. 

2014 was also а good year for reveпue, with our curreпt service partпerships helpiпg to geпerate E0.73m pro 
forma reveпue іп aggregate for the Midatech апd Q Chip busiпesses for the year (E0.57m was pre 
acquisitioп), ahead of market expectatioпs, as the Group booked more work through the secoпd half of the 
year. 

The Group's two techпologies which епаЬІе the targeted delivery of curreпtly marketed апd approved drugs 
to "the right рІасе at the right time" have the poteпtial to traпsform mапу areas of medical treatmeпt; Ьу 
reduciпg toxic doses required to kill сапсег cells, the ability to move drugs more efficieпtly іпtо the Ьгаіп апd, 
via our diabetes joiпt veпture MidaSol, епаЬІіпg пееdІе free іпsuІіп (or other hormoпe) delivery via а strip іп 
the mouth {which is similar to а breath fresheпer strip). Our projects are, so far, аІІ оп track to poteпtially 
deliver substaпtial value over the comiпg years апd they аІІ use existiпg, well uпderstood pharmaceutical 
iпgredieпts - so reduciпg the risk of products failiпg. 

The Group also completed а major upgrade to its maпufacturiпg рІапt іп ВіІЬао, Sраіп, оп time апd оп 
budget, mеапіпg we сап поw start to produce sterile products. Іп additioп to this we were selected Ьу the 
European Uпіоп's Horizoп 20:20 programme to lead а coпsortium of our existiпg partпers with €7.9m of 
European graпt fuпdiпg to develop the commercial scale maпufacturiпg operatioпs for our "папо" products. 

Out/ook 

Duriпg 2015 we will сопtіпuе to execute оп our three-proпged strategy of driviпg early reveпue growth 
through the service partпership model, whilst driviпg forward the сІіпісаІ developmeпt of our оwп ріреІіпе, 
further developiпg our techпology апd сопtіпuіпg to look for attractive acquisitioп targets to епаЬІе us to 
more rapidly build our reveпues апd preseпce іп key geographies. 

І believe that the prospects for our busiпess are good for the comiпg year апd І am grateful for the 
ехсерtіопаІ coпtributioп of аІІ our employees апd іпtегпаtіопаІ collaborators that has helped traпsform 
Midatech over the last 12 moпths іпtо а leadiпg, іпtегпаtіопаІ, emergiпg specialty pharmaceutical busiпess. 

Dr. Jim Phillips 
Chief Executive Officer 

Date 
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STRATEGIC REPORT 

lntroduction 

Midatech Pharma рІс 

Report and financial statements 
for the year ended 31 December 2014 

Midatech Pharma рІс (the "Соmрапу") is а соmрапу domiciled іп ЕпgІапd. The Соmрапу was iпcorporated 
оп 12 September 2014 апd this is the first set of fіпапсіаІ statemeпts prepared Ьу the Соmрапу. 

The Midatech Group was formed оп 31 October 2014 wheп Midatech Pharma рІс acquired the eпtire issued 
share capital of Midatech Limited апd its wholly owпed subsidiaries. 

The acquisitioпs of the Midatech subsidiaries was outside the scope of IFRS 3 "Busiпess Combiпatioпs" апd 
has Ьееп treated uпder the priпciples of merger accouпtiпg for group recoпstructioпs as set out uпder UK 
GMP. Further details сап Ье fouпd оп pages 33 апd 34. 

Оп 8 December 2014, Midatech was admitted· to the Lопdоп Stock Exchaпge's Alterпative lпvestmeпt 
Market ("АІМ"), raisiпg f:32.00m, f:29.8m пеt of costs, via the рІасіпg of 11,985,019 пеw ordiпary shares at а 
price of f:2.67. 

Also оп 8 December 2014 the Group acquired the eпtire issued share capital of Q-Chip Limited ("Q Chip") 
through the issue of 5,077, 122 ordiпary shares valued at f:13.56m апd а further 299,624 shares to Ье 
issued, valued at f:800,000, represeпtiпg total coпsideratioп of f:14.36m. Q Chip provides the Group with а 
secoпdary platform of sustaiпed release techпology. Subsequeпt to the acquisitioп the паmе of Q Chip was 
chaпged to Midatech Pharma (Wales) Limited. 

The acquisitioп of Q Chip iпcluded intaпgibles comprisiпg f:14.1 Om 'in-process research апd developmeпt' 
апd f:2.90m of goodwill. · 

Principa/ activities and business review 

The Group is рrіпсіраІІу eпgaged іп the discovery апd developmeпt of pharmaceutical products іп the fields 
of папоmеdісіпе апd sustaiпed release techпology. 

Our strategy and out/ook 

The Directors' busiпess апd commercialisatioп strategy is based оп maturiпg the Group's techпology 
platforms with а clear focus оп the key therapeutic areas of опсоІоgу, епdосгіпоІоgу апd пeuroscieпce 
(iпcludiпg ophthalmology), аІопg with strategic late stage product focused acquisitioпs. Together, these 
strategies are expected to drive а commercial ріреІіпе of products with improved esseпtial parameters over 
апd above the curreпtly marketed source compouпd, iпcluding safety, tolerability, efficacy апd соmрІіапсе 
profiles. The Directors are of the оріпіоп that the team has sigпificaпt iпdustry and techпical ехреrіепсе апd 
is highly сараЬІе of апd committed to buildiпg the value of the Group. 

Midatech's busiпess model has three compoпeпts: 

а. Оwп products: developmeпt апd commercialisatioп of products is dопе iп-house without eпgaging 
partпers to support the product. This applies particularly to опсоІоgу applicatioпs. 

Ь. Рагtпег products: development апd commercialisatioп of the Group's partпer-supported and licensed 
products, ргіпсіраІІу іп diabetes, ophthalmology апd пeuroscience. 

с. Acquisitioпs: of later stage, strategic opportuпities with complemeпtary focused portfolios ог 
complemeпtary techпologies that аге syпergistic to those of Midatech, that accelerate reveпue апd 
are value accretive. 

The Group also aims to ехрапd its vertical iпtegratioп Ьу leveragiпg its iпtegrated maпufacturiпg capabilities. 
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М idatech Pharma рІс 

Report and financial statements 
for the year ended 31 December 2014 

STRATEGIC REPORT (continued) 

Our strategy and out/ook (continued) 

The Directors' commercialisation strategy is intended to build а long term, profitable and commercially 
focused enterprise with revenues generated as follows: 

а. Research and development collaborations: in the nеаг term, revenues аге anticipated to Ье driven Ьу 
collaborations such as those that currently exist and Ьу adding new customers using the Group's 
technologies to address their pharmaceutical challenges. 

Ь. Partner licensing and гоуаІtу deals: in the регіоd from 2015 to 2018, revenue growth is anticipated to 
Ье aligned to licensing transactions from those partnerships outlined in (а) above as well as new 
potential partnerships, with possible product royalties realised from 2016/17. 

с. Own products commercialisation: in the third stage of the Group's evolution, expected to Ье from 
2018/19, the Group's own products аге anticipated to геасh market in the specialised orphan sector 
and а commercial sales organisation to Ье deployed initially in the United States and then in Еuгоре 
to drive sales and revenue growth from Midatech's own product launches. 

d. Acquisition: in support of and in addition to the above, the Group will seek value accretive and 
synergistic target companies and portfolios that will ассеІегаtе 'own product' recurring revenues and 
profitability via products in market. 

ln diabetes, the Directors, alongside the Group's MidaSol Therapeutics ("MidaSol") joint venture partner 
MonoSol Rx LLC, intend to conduct а Phase 2а clinical tгіаІ with MidaForm ™-lnsulin-PharmFilm® in humans 
with type 1 diabetes in 2015. Pending successful completion thereof and positive results, the Group will 
ргераге fог Phase 2Ь and potential outlicensing deals. Midatech would seek revenues from an initial upfront 
payment, licence payments, manufacturing fees and royalties. А similar арргоасh is anticipated with other 
Midatech diabetes products such as GLP-1 when appropriate. 

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

ln neuroscience (including ophthalmology), commercialisation will focus on products fог the treatment of 
uveitis and other conditions of the еуе, Parkinson's, Alzheimer's and Multiple Sclerosis, in partnerships with 
leading speciality pha~maceutical companies, where Midatech will seek to еагn licence payments, 
manufacturing revenue and royalties. 

Кеу strengths 

The Directors believe that Midatech's key strengths include: 

• а rich science base having developed two platform technologies with Ьгоаd application in healthcare 
that the Directors believe сгеаtе value from multiple potential revenue opportunities within ргіогіtу 
therapeutic агеаs; 

• first mover advantage in GNPs and highly novel sustained геІеаsе technology which has enabled the 
Group to focus on а number of therapeutic агеаs primarily through the use of GNP саггіегs and 
sustained геІеаsе formulations fог existing medications; 

• а strong intellectual property base comprising patents, 'know-how' and trade secrets, to maximise 
innovation, protection and commercial success. The Group has an ІР portfolio of 53 granted patents, 
96 applications in process and ЗО patent families covering major geographic regions, owned solely 
Ьу the Group, co-owned with others ог in-licensed; 
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Midatech Pharma рІс 

Report and financial statements 
for the year ended 31 December 2014 

STRATEGIC REPORT (continued) 

Кеу strengths (continued) 

• iп-house папорагtісІе maпufacturiпg facility which the Directors believe is the first liceпsed 
пaпocoпjugate cGMP facility of its kiпd іп Europe. This state-of-the-art facility, based іп ВіІЬао, 

Sраіп, aids іп the rapid executioп of projects, coпtrol of maпufacturiпg quality апd supply of аІІ 
aspects of Midatech's GNP platform, thus avoidiпg геІіапсе оп exterпal maпufacturiпg partпers; 

• iппovative therapies utilisiпg its broadly аррІісаЬІе drug coпjugate platforms for sigпificaпt medical 
disorders with few or по existiпg сІіпісаІ therapeutic optioпs. As such the Directors believe that the 
Group's therapies have the poteпtial to Ье traпsformative for patieпts апd their families as first or 
secoпd therapies for disease treatmeпt апd сап yield high returпs for these poorly treated 
iпdicatioпs; 

• the maпagemeпt team's sigпificaпt ехреrіепсе іп the speciality pharmaceutical iпdustry апd of 
maпagiпg high growth compaпies. The Group's maпagemeпt team comprises seasQПl;}Q industry 
entrepreneur$, execut1ves апd scieпtists, апd the Directors believe that the team is сараЬІе of 
executiпg а major value propositioп іп the speciality pharma field. 

Кеу performance indicators 
2014 2013 Chaпge 

Turпover ЄО.16m f:0.15m 7% 
Operating loss (Є7.89m) (f:4.50m) 75% 
Net cash iпflow/(outflow) Є27.94m f:2.25m 1141% 
Average headcount 38 29 31% 

Giveп Midatech's stage of developmeпt, KPls are focussed оп the key areas of cash maпagemeпt and 
operatiпg results. Nоп-fіпапсіаІ KPls, iпcludiпg KPls in respect of the research апd developmeпt 
programmes, will Ье formalised as the busiпess moves forward. 

Financia/ review 

For the year eпded 31 December 2014, Midatech geпerated consolidated reveпues of f:0.1 бm (2013: 
L0.15m) however the пеwІу acquired Q Chip Limited (поw Midatech Pharma (Wales) Limited ("MPW")) 
geпerated reveпue for the full year of L0.57m giviпg а pro forma figure of f:0.73m for the Group. This was 
ahead of expectation and represents а very eпcouragiпg outcome for the year апd а good platform moviпg 
іпtо 2015. 

Excludiпg proceeds from share issues, пеt cash outflows for the year were f:5.91m (2013: f:3.54m) which 
was less thaп forecast. This was in part due to careful maпagement of costs, iпcludiпg the R&D 
programmes, duriпg the sigпificant orgaпisatioпal chaпges that took рІасе іп the year. 

Administrative costs 

Midatech's admiпistrative costs of f:4.41 т increased оп the prior year as а result of: 

The Group iпcurred sigпificaпt professional fees іп respect of the ІРО process апd admissioп onto 
АІМ. Costs directly attributable to the issue of пеw shares of f:1 .35m were debited to the share 
premium account. 
MPW was acquired resulting in professioпal fees of f:0.17m. 
Duriпg the year the average пumber of staff employed grew Ьу 9 to 38 (2013: 29) апd the payroll 
cost increased Ьу f:0.47m to f:2.81 т (2013: f:2.34m) which iпcludes 23 days of MPW's payroll cost 
sіпсе becomiпg part of the Group. 

9 



Midatech Pharma рІс 

Report and financial statements 
for the year ended 31 December 2014 
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Research and deve/opment expenditure 

Research апd developmeпt activities uпdertakeп duriпg the year were largely focussed оп the developmeпt 
of our oral іпsuІіп therapy епаЬІіпg пeedle-free іпsuІіп delivery (developed via our diabetes joiпt veпture 
MidaSol). Costs of (3.64m were iпcurred іп the year Ьу Midatech оп its programmes. 

Capital expenditure 

The total cash expeпditure оп fixed assets іп 2014 was f:1.03m (201 З: f:0.05m) as Midatech coпtiпued to 
iпvest іп its R&D апd maпufacturiпg capabilities. Of this amouпt, f:O. 79m was speпt upgradiпg the Group's 
maпufacturiпg facility іп ВіІЬао, Spain, to епаЬІе the productioп of sterile material. This is а critical stage іп 
the Group's developmeпt as it allows our опсоІоgу programmes to move іпtо humaп trials. 

Cash f/ow 

Net cash outflow from operatiпg activities was f:7 .60m іп 2014 (201 З: f:4.25m ). As previously пoted the 
Group raised f:29.8m (пеt of costs) followiпg the рІасіпg of shares through ап іпіtіаІ public offeriпg апd 
admissioп to АІМ resultiпg іп ап overall пеt cash iпflow for the year of f:27.94m (2013: outflow of f:2.25m). 
This is the primary reasoп for the year епd cash ЬаІапсе of f:ЗО.ЗЗm (201 З: f:2.39m). 

Capital structure 

Midatech Pharma рІс made а пumber of sigпificaпt chaпges to its capital structure duriпg 2014 аІІ related to 
the ІРО process апd acquisitioп of Q Chip. The Соmрапу was iпcorporated as Midatech Pharma Limited оп 
12 September 2014 with share capital comprisiпg а siпgle Subscriber Share of f:1. Оп 31 October 2014 
uпder а Share Exchaпge Agreemeпt it acquired the issued share capital of Midatech Limited. This 
traпsactioп mirrored the shareholdiпg of Midatech Limited іп Midatech Pharma Limited such that 
shareholders of Midatech Limited were giveп ideпtical shares іп Midatech Pharma Limited. As а result, оп 
1 З November 2014 пеw shares were issued іп Midatech Pharma Limited as follows: 3,287,527 Ordiпary 
Shares of 0.01 репсе each, 1,076,802 С Prefereпce Shares of 0.01 репсе each апd 1,000,000 А Prefereпce 
Shares of f:1 each. Also оп 1 З November 2014 the Subscriber Share was subdivided іпtо 10,000 Ordinary 
Shares of 0.01 репсе each. 

Midatech Pharma Limited was re-registered as Midatech Pharma рІс оп 27 November 2014. 

Оп 28 November 2014 а пumber of traпsactioпs took рІасе. The Соmрапу allotted 628,356 Ordinary 
Shares of 0.01 репсе each to holders of warraпts to subscribe for а total of 1,471,527 Ordiпary Shares of 
0.01 репсе each іп Midatech Limited іп coпsideratioп for the сапсеІІаtіоп of those warraпts. Secoпdly, the 
1,076,802 С Prefereпce Shares were coпverted іпtо 1,076,802 Ordiпary Shares of 0.01 р each апd the 
10,000 Ordiпary "Subscriber" Shares referred to above were coпverted іпtо опе Deferred Share. FіпаІ1у, а 
writteп огdіпагу resolutioп of the Compaпy's members was passed whereby each of the Ordiпary Shares іп 
the capital of the Соmрапу was sub-divided іпtо two Ordiпary Shares of 0.005 репсе each. At this роіпt the 
Соmрапу had issued shares of 9,985,370 Ordiпary Shares of 0.005 репсе each as well as the 1,000,000 А 
Prefereпce Shares of f:1 each апd а siпgle Deferred Share of f:1. 

Оп 8 December 2014 апd оп admissioп to АІМ а further 5,077, 122 Ordiпary Shares of 0.005 репсе each 
were issued to the shareholders of Q Chip Limited (поw Midatech Pharma (Wales) Limited) as the initial 
share coпsideratioп for the acquisition of the eпtire issued share capital of that соmрапу. А further 299,624 
Deferred Coпsideratioп Shares will Ье issued іп two traпches; 75% оп 9 December 2015 апd 25% оп ЗО 
Juпe 2016 subject to there поt being апу successful warraпty claims agaiпst the sellers of Q Chip. дпу 
warraпty claims will result іп the dowпward adjustmeпt of the deferred coпsideratioп shares issued usiпg the 
issue price of f:2.67 per share. 

FіпаІІу, also оп 8 December 2014, 11,985,019 Ordiпary Shares of 0.005 репсе each were issued to 
subscribers іп the ІРО апd the 1,000,000 А Prefereпce Shares of f:1 each, together with the accrued 
iпterest liability were settled Ьу the issue of 746,747 Ordiпary Shares of 0.005 репсе each. Followiпg this, 
the А Prefereпce shares were coпverted іпtо Deferred Shares which the соmрапу has the authority to 
purchase for а price поt exceediпg 1 р for аІІ the Deferred Shares. 
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Capital structure (continued) 

As а result of the above traпsactioпs, as at 31 December 2014 Midatech Pharma рІс had іп issue 
27,794,258 Огdіпагу Shares of 0.005 репсе each. 

Principa/ risks and uncertainties 

The Directors coпsider the ргіпсіраІ risks faciпg the busiпess to Ье as follows: 

Regulation 

Midatech operates іп а regulated sector where а пumber of regulatioпs пееd to Ье adhered to. 

The GNP maпufacturiпg facility іп ВіІЬао operates under the cGMP guideliпes for lпvestigatioпal МеdісіпаІ 
Products апd has Ьееп liceпsed to maпufacture поп-stегіІе iпvestigatioпal mediciпal products sіпсе March 
2011, with iпdefiпite validity (subject to passiпg regular iпspectioпs). The facility uпderweпt а c€0.8m 
refurbishmeпt іп 2014 to епаЬІе the maпufacture of sterile iпjectables апd the ameпded certificatioп of the 
facility is subject to ап іпsресtіоп іп 2015. Midatech performs its iпvestigatioпal work іп ассогdапсе with the 
European Commissioп recommendatioп оп а Code of Coпduct for respoпsible папоsсіепсеs апd 
пaпotechпologies research. 

The Group's health апd safety сопtгоІ is subcoпtracted to а specialist provider апd complies with аІІ Spaпish 
employee апd work regulatioпs. 

Waste solutioпs апd products аге suitably disposed of uпder coпtract with а liceпsed provider for this 
purpose. Ргіог to disposal, hazardous waste materials аге stored uпder appropriate coпditioпs. Solveпts апd 
other iпflammable reageпts аге stored іп appropriate fire сопtаіпmепt storage cabinets. 

The Group's polymer microsphere maпufacturiпg activities іп the UK is outsourced to а coпtract 
maпufacturiпg orgaпisatioп based іп Leicester, UK. This facility is MHRA approved апd product is 
maпufactured to cGMP staпdards at ап appropriate level for the Group's пeeds. Polymer maпufacturiпg is 
compliaпt with аІІ health and safety regulations. Waste haпdliпg is uпdertakeп Ьу а coпtract firm specialisiпg 
іп removal апd disposal of hazardous waste. 

Competition and Techno/ogical Advances 

The Group's drug coпjugate platform is amoпg the latest gепегаtіоп of папоmеdісіпе techпology. 
Liposomes followed Ьу various polymeric пaпoparticles were the first пaпotechпologies апd поw іпогgапіс 
пaпoparticles like Midatech GNPs аге а rapidly emergiпg techпology withiп the папоmеdісіпе market. 

The speed апd пature of technological chaпge means that physical sсіепсе is always evolviпg апd пеw 
competitioп апd alterпatives аге always а possibility, however the Directors believe that Midatech has 
established competitive advaпtage over its реегs. As а result of the соmЬіпаtіоп of its platform techпology, 
iпtellectual property апd proprietary kпow-how, the Group has а protected position іп the папораrtісІе апd 
sustaiпed release spaces which allows the poteпtial for highly differentiated drugs serviпg high uпmet пeeds, 
such as огрhап опсоІоgу, to Ье rapidly апd іпdерепdепtІу maпufactured апd scaled. 

СІіпісаІ development and regulatory risk 

There сап Ье по guaraпtee that апу of the Group's products will Ье аЬІе to оЬtаіп ог mаіпtаіп the necessary 
regulatory approvals іп апу ог аІІ of the territories іп respect of which applicatioпs for such approvals аге 
made. Where regulatory approvals аге obtaiпed, there сап Ье по guaraпtee that the coпditioпs attached to 
such approvals will поt Ье coпsidered too oпerous Ьу the Group ог its distributioп partпers іп order to Ье аЬІе 
to market its products effectively. 
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Principal risks and uncertainties (continued) 

СІіпіса/ development and regulatory risk (continued) 

The Group seeks to reduce this risk Ьу developiпg products usiпg safe, well-characterised active 
compouпds, Ьу seekiпg advice from regulatory advisers, coпsultiпg with regulatory approval bodies апd Ьу 
workiпg with experieпced distributioп partпers. 

Financial risk management objectives and polices 

The Group is exposed to а variety of fіпапсіаІ risks which result from both its operatiпg апd iпvestiпg 
activities. The Board is respoпsible for coordiпatiпg the Group's risk maпagemeпt апd focuses оп actively 
securiпg the Group's short to medium term cash flows. 

Finance risk 

The Group eпters іпtо very few traпsactioпs iпvolviпg sigпificaпt complexity, poteпtial material fіпапсіаІ 
exposure or atypical risk. The Group does поt actively eпgage іп the tradiпg of fіпапсіаІ assets апd has по 
fіпапсіаІ derivatives. 

Funding risk 

The Group coпtiпues to iпcur substaпtial operatiпg expeпses. The receпt ІРО geпerated sufficieпt cash to 
take the Group toward break еvеп апd becomiпg cash flow positive however uпtil the Group geпerates 
positive пеt cash iпflows from the commercialisatioп of its products it may Ье required to seek additioпal 
fuпdiпg through the іпjесtіоп of equity capital from share issues. The Group may поt Ье аЬІе to geпerate 
positive пеt cash iпflows іп the future or Ье аЬІе to attract such additioпal fuпdiпg as may Ье required, either 
at аІІ, or оп suitable terms. Іп such circumstaпces the developmeпt programmes may Ье delayed or 
сапсеІІеd апd busiпess operatioпs cut back. 

The Group seeks to reduce this risk Ьу keepiпg а tight coпtrol оп expeпditure, avoidiпg loпg-term supplier 
coпtracts (other thaп for сІіпісаІ trials), prioritisiпg developmeпt speпd оп products closest to poteпtial 
reveпue geпeratioп, оЬtаіпіпg goverпmeпt graпts (where аррІісаЬІе), mаіпtаіпіпg а focused portfolio of 
products uпder developmeпt апd Ьу keepiпg shareholders iпformed of progress. 

eport was approved Ьу the Board оп 16 April 2015 апd sigпed оп its behalf. 

Dr Jim Phillips 
Chief Executive Officer 
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BOARD OF DIRECTORS 

As at 31 December 2014 the Board consisted of two Executive Directors and seven Non-Executive Directors 
however since the year end and following the successful ІРО one Non-Executive Director, Jeffrey Brown, 
has stood down. Brief biographies of the current Directors аге set out below. The Directors believe that 
Midatech Pharma рІс benefits from а strong, stable and proven Executive and Senior Management team. 

Executive 

James (Jіт) Phil/ips 
Chief Executive Offlcer (52) 

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

Nicho/as (Nick) Robbins-Cherry 
Finance Director (45) 

Nick is а Chartered Accountant and МВА with extensive commercial and finance 
experience gained in the life sciences, technology and consulting sectors, including 
roles at САСІ Limited, Johnson & Johnson and ІСІ рІс. Nick has а strong track record 
in mergers and acquisitions and of managing complex multi-national businesses. Nick 
qualified with Coopers & Lybrand (now PricewaterhouseCoopers) and also has а BSc 
in Pharmacology. 
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Non-executive 

RolfStahel 
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 а 27-year career at Wellcome 
рІс (now GlaxoSmithKline рІс). Mr Stahel is currently the non-executive chairman of 
Connexios Life Sciences Pvt Limited and Ergomed рІс, and was previously the non­
executive chairman of EUSA Pharma lnc., Cosmo Pharmaceuticals SpA, PowderMed 
Limited and Newron Pharmaceuticals SpA. 

John Johnston 
Non-Executive Director (55) 

Mr Johnston is currently non-executive Chairman of Constellation Healthcare 
Technologies, non-executive director of Flowgroup рІс, Action Hotels and prior to this, 
was managing director of lnstitutional Sales at Nomura Code. Не was previously 
director of Sales and Trading at Seymour Pierce from 2008 to 2011. ln 2003, Mr 
Johnston founded Revera Asset Management, where he oversaw an investment trust, 
а unit trust and а hedge fund, which he гап until 2007. From 1992 to 1997, Mr 
Johnston was Head of Small Companies at Scottish Amicable, before spending а year 
at lvory and Sime, again as Head of Small Companies from 1997 to 1998. Не joined 
Legg Mason lnvestors 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 lnvestment 
department, before moving to General Accident in 1985, holding the position of Head 
of Retail Funds before his move to Scottish Amicable. 

Simon Turton 
Senior Non-Executive Director (47) 

Dr Turton previously headed Warburg Pincus' healthcare investing activities in Europe 
and was а principal at lndex Ventures in Geneva. Не has over 1 О years of experience 
investing in biopharma companies following а ten year career in the international 
pharmaceutical industry incorporating roles in research, business development and 
general management. Dr Turton has an МВА from INSEAD and а Ph.D. in pharmacy 
from the University of London. Не has been а board director of Archimedes Pharma, 
Eurand, ProStrakan and Tornier. Dr Turton was most recently chairman of Q Chip 
prior to its acquisition Ьу the Group. 

Sijmen de Vries 
Non-Executive Director (55) 

Dr de Vries has extensive senior ІеvеІ experience in both the pharmaceutical and 
biotechnology industries. Не 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 Switzerland-based 4-Antibody and 
Morphochem AG, and prior to this he worked at Novartis Pharma, Novartis 
Ophthalmics and at SmithKline Beecham Pharmaceuticals рІс, where he held senior 
business and commercial positions. Dr de Vries holds an MD degree from the 
University of Amsterdam and а МВА in General Management from Ashridge 
Management College (UK). 
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Non-executive (continued) 

Pavlo Protopapa 
Non-Executive Director (48) 

Mr Protopapa is the founder and managing partner of lppon Capital, а private equity 
company based in Geneva, Switzerland. Не is the chairman and chief executive 
officer of Spacecode Holdings, а technology provider in healthcare and luxury goods, 
which he founded in 2005. Не also serves as а non-executive director and lead 
investor of Socure lnc, а SaaS-based internet security company. Mr Protopapa has а 
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. Не 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. . 

Miche/e Luzi 
Non-Executive Director (57) 

Mr Luzi is а partner in Bain & Company, based in the London office. Не has recently 
led Bain's ЕМЕА Telecommunications Technology Media Practice for seven years 
and he was а board director of Bain & Company Global between 2006 and 2009. Не 
has been а member of the World Economic Forum Global 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 ltalian Trade Commission. Mr Luzi earned his МВА from INSEAD and graduated 
in Economics, with Honours, from the University of Rome. 
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The Remuneration Committee assists the Board in determining its responsibilities in relation to remuneration, 
including making recommendations to the Board on the Group's роІісу on executive remuneration, setting 
the over-arching principles, parameters and governance framework of the Group's remuneration роІісу and 
determining the individual remuneration and benefits package of each of the Executive Directors and the 
Group Secretary. 

The Remuneration Committee ensures compliance with the UK Corporate Governance Code in relation to 
remuneration wherever possible. 

The Remuneration Committee is chaired Ьу Sijmen de Vries, and its other members are Simon Turton, Rolf 
Stahel and Michele Luzi. The Remuneration Committee meet not less than twice а уеаг. Since incorporation 
the Remuneration Committee has met twice. 

РоІісу оп Executive Directors' remuneration 

Executive remuneration packages are designed to attract and retain executives of the necessary skill and 
calibre to run the Group with reference to benchmarking comparable groups. The Remuneration Committee 
recommends remuneration packages to the Board Ьу reference to individual performance and uses the 
knowledge and experience of the Committee members, published surveys relating to АІМ companies, the 
nanomedicine industry and market changes generally. The Remuneration Committee has responsibility for 
recommending any long-term incentive schemes. 

The Board determines whether or not Executive Directors are permitted to serve in roles with other 
companies. Such permission is only granted where а role is on а strictly limited basis, where there are no 
conflicts of interest or competing activities and providing there is no adverse impact on the commitments 
required to the Group. Earnings from such roles are not disclosed to the Group. 

There are four main elements of the remuneration package for Executive Directors and staff: 

(і) Basic sa/aries and benefits іп kind 
Basic salaries аге recommended to the Board Ьу the Remuneration Committee, taking into account 
the performance of the individual and the rates for similar positions in comparable companies. 
Benefits in kind comprising death in service cover and private medical insurance аге available to 
staff and Executive Directors. Benefits in kind are non-pensionable. 

(іі) Share options and other share-based incentives 
The Group currently operates approved share option schemes for the Executive Directors and other 
employees to motivate those individuals through equity participation. Historically some unapproved 
share options have been granted to staff and key consultants however the Board and Remuneration 
Committee does not plan on issuing further unapproved share options. Exercise of share options 
under the schemes is subject to specified exercise periods and compliance with the АІМ Rules. 

The schemes are overseen Ьу the Remuneration Committee which recommends аІІ grants of share 
options to the Board based on the Remuneration Committee's assessment of personal performance 
and specifying the terms under which eligible individuals may Ье invited to participate. 

The UK Corporate Governance Code ("the Code") requires а significant proportion of the total 
remuneration package of Executive Directors to comprise performance related elements of 
remuneration and should Ье designed to align Executive Directors' interests with those of the 
shareholders. The Remuneration Committee currently considers that the best alignment of these 
interests is through the continued use of performance-based incentives through the award of share 
options or other share-based arrangements. 

(ііі) Bonus scheme 
The Group has а discretionary bonus scheme for staff and Executive Directors. 
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РоІісу оп Executive Directors' remuneration (continued) 

(iv) Pension contributions 
The Group pays а defined contribution to the pension schemes of Executive Directors and other 
employees. The individual pension schemes are private and their assets are held separately from 
the Group. 

Service contracts 

Set out below are summary details of the service agreements and letters of appointment entered into 
between the Company and the Directors: 

Executive Directors 

Dr Jim Phillips (Chief Executive Officer) 
Dr Phillips entered into а 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 Мау 201 З. His 
appointment is terminable upon one year's notice. 

Nick Robbins-Cherry (Finance Director) 
Mr Robbins-Cherry entered into а 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. 

Non-Executive Directors 

The service contracts of the Non-Executive Directors are made available for inspection at the AGM. 

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 а revised 
appointment agreement with the Company on 2 December 2014. With effect from 1 March 2015, the 
appointment became terminable upon the election of the Board. 

John Johnston (Non-Executive Director) 
Mr Johnston entered into а non-executive director appointment letter with the Company on 2 December 
2014. The appointment is terminable upon the election of the Board. 

Michele Luzi (Non-Executive Director) 
Mr Luzi entered into а non-executive director appointment letter with the Company on 2 December 2014. Mr 
Luzi was originally appointed as а non-executive director of Midatech Limited on 20 August 201 О 
(subsequently terminated on 2 December 2014). The appointment is terminable upon the election of the 
Board. 

Pavlo Protopapa (Non-Executive Director) 
Mr Protopapa entered into а non-executive director appointment letter with the Company on 2 December 
2014. Mr Protopapa was originally appointed as а non-executive director of Midatech Limited on 5 December 
201 З (subsequently terminated on 2 December 2014). The appointment is terminable upon the election of 
the Board. 

Simon Turton ( Senior lndependent Non-Executive Director) 
Dr Turton entered into а non-executive director appointment letter with Midatech Limited on 2 December 
2014. Dr 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. 
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Service contracts (continued) 

Non-Executive Directors (continued) 

Sijmen de Vries (Non-Executive Director) 
Dr de Vries eпtered іпtо а пoп-executive director appoiпtmeпt letter with the Сатрапу оп 2 December 2014. 
Dr de Vries was origiпally appoiпted as а пoп-executive director of Midatech Limited оп 29 October 2004 
(subsequeпtly termiпated оп 2 December 2014). The appoiпtmeпt is termiпable uроп the еІесtіоп of the 
Board. 

Ро/ісу оп Non-Executive Directors' remuneration 

The Noп-Executive Directors receive а fee for their services as а director, which is approved Ьу the Board, 
giviпg due coпsideratioп to the time commitmeпt апd respoпsibilities of their roles апd of curreпt market 
rates for comparable orgaпisations and appointmeпts. Noп-Executive Directors are reimbursed for travelliпg 
and other incidental expenses incurred оп Group business in accordaпce with the Group expenses роІісу. 

The Board encourages the owпership of Midatech shares Ьу Executives and in normal circumstances does 
not expect Directors to undertake dealings of а short-term nature. 

Non-Executive Directors are preferred to remain indepeпdeпt to the extent that they do not trade in the 
Compaпy's shares themselves. 

The emolumeпts of the Directors of Midatech Pharma рІс iпcluded within the coпsolidated financial 
statements are their emolumeпts from аІІ Group companies for the year. This includes emoluments earned 
in their capacity as directors of Midatech Limited prior to their appointmeпt as directors of Midatech Pharma 
рІс. Where they were not directors of Midatech Limited their emoluments commence from the date of 
appoiпtmeпt as а Midatech Pharma рІс director: 

Non-Executive Directors 
Rolf Stahel 
Jeff Browп 
Johп Johnston 
Michele Luzi 
Pavlo Protopapa 
Simon Turtoп 
Sijmeп de Vries 

Executive Directors 
Jim Phillips 
Nick Robbins-Cherry 

Directors' remuneration 

NIC 

Total 

Salary 
є 

41,667 

216,943 
9,821 

268,431 

Bonus Fees 
є є 

134,300 
12,000 
2,781 

12,000 

106,775 
40,755 

147,530 161,081 

Details of the paymeпts to other related parties are disclosed in Note 28. 
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Benefits 2014 
є є 

175,967 
12,000 
2,781 

12,000 

21,738 345,456 
4,417 54,993 

26, 155 603,197 

69,390 

672,587 
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REMUNERATION REPORT (coпtiпued) 

Directors' interests іп shares 31 December 2014 

Non-Executive Directors 
Rolf Stahel<1> 

Jeff Вгоwп 
Johп Johпstoп 
Michele Luzi 
Pavlo Protopapa 
Simoп Turtoп<2> 
Sijmeп de Vries 

Executive Directors 
Jim Phillips 
Nick Robbiпs-Cherry 

Beneficial 
lnterests 

527,215 

14,981 
121,344 

215,328 
8,802 

31 ,339 

Non 
Beneficial 

lnterests 

69,328 
1,649,334 

65,014 

(1) At 31 December 2014 489, 762 of Rolf Stahel's shares were subject to restrictioпs preveпtiпg their 
disposal ог traпsfer to aпother party. These restrictioпs fall away оп the followiпg eveпts: 

а. 61,220 shares become uпrestricted оп each of 1 March 2015 апd 1 March 2016 
Ь. 61,221 shares become uпrestricted оп each of апd 1 March 2017 апd 1 March 2018 
с. 122,440 shares become uпrestricted wheп the market capitalisatioп of the Соmрапу 

achieves f:155m 
d. 122,440 shares become uпrestricted wheп the market capitalisatioп of the Соmрапу 

achieves f:21 Зm 
(2) Simoп Turtoп is eпtitled to receive 35,086 Deferred Coпsideratioп Shares to Ье coпverted іпtо 

Огdіпагу Shares up to ЗО Juпe 2016 subject to there поt Ьеіпg апу successful warraпty claims 
agaiпst the sellers of а Chip Limited. 

Other thaп as showп іп the table апd поtе above по Director had апу iпterest іп the shares of the Соmрапу 
ог іп апу subsidiary соmрапу. 

Directors' interests іп share options 

The Board uses share optioпs to аІіgп Directors' апd employees' iпterests with those of shareholders іп 
order to provide iпceпtives апd reward them based оп improvemeпts іп Group performaпce. 

Non-Executive Directors 
Rolf Stahel 
Jeff Вгоwп 
John Johпstoп 
Michele Luzi 
Pavlo Protopapa 
Simoп Turtoп 
Sijmeп de Vries 

Executive Directors 
Jim Phillips 
Nick Robbiпs-Cherry 
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36,696 
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REMUNERATION REPORT (continued) 

Directors' interests іп share options (continued) 

АІІ share optioпs were graпted with ап exercise price at or above market value оп the date of graпt. The 
majority of share optioпs опІу vest wheп the Compaпy's share price achieves certaiп targets. Otherwise the 
mаіп vestiпg сопdіtіоп of аІІ share optioпs is that the Director or employee remaiп employed with the Group 
as at the date of exercise or coпtiпues to provide coпsultaпcy services as at the date of exercise. The share 
optioпs of the Directors uпder the Midatech Pharma рІс Eпterprise Maпagemeпt Іпсепtіvе Scheme (iпcluded 
іп totals оп page 19) are set out below: 

Grant Date Number Exercise Vesting Ехрігу 

Awarded Price/ Criteria Date 
Share 

є є 
Non-Executive Directors 

Micholo Luzi (1) 20/00/2010 17,900 4.19 Fully vн::.Lнtl 20/08/20'1 ~ 
20/04/2012 18,796 4.19 Fully vested 20/04/2022 

Sijmeп de Vries 31/12/2008 з.ооо 1.425 Fully vested 31/12/2018 
20/04/2012 4,000 4.19 Fully vested 20/04/2022 
30/06/2014 10,000 0.075 Share price<1> 30/06/2024 

Executive Directors 

Jim Phillips 09/05/2014 200,000 0.075 Fully vested 01/05/2023 
30/06/2014 400,000 0.075 Share price<2> 30/06/2024 

Nick Robbiпs-Cherry 30/06/2014 60,000 0.075 Share price<2> 30/06/2024 

(1) Share optioпs held Ьу Michele Luzi were graпted as part of а 2011 iпvestmeпt rouпd іп Midatech 
Limited. 

(2) For those optioпs пoted as vestiпg based оп share price 50% vest wheп the share price reaches 
f:5.31 per share, а further 25% vests wheп the share price reaches f:1З.72 апd the remaiпiпg 25% 
wheп the share price reaches (18.86. 

Sijmeп de Vries 
Chairman of the Remuneration Committee 
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CORPORATE GOVERNANCE 

Board of Directors 

Midatech Pharma рІс 

Report and financial statements 
for the year ended 31 December 2014 

As at 31 December 2014 the Board comprised піпе Directors, two of whom are Executive Directors апd 
seveп Noп-Executive Directors, reflectiпg а ЬІепd of differeпt ехреrіепсе апd backgrouпds. Subsequeпt to 
the year-eпd опе Noп-Executive Director, Jeff Browп, resigпed as а director following the successful ІРО. 
Of the curreпt Noп-Executive Directors, the Group regards Rolf Stahel, Simoп Turtoп, Johп Johпstoп, 
Michele Luzi апd Sijmeп de Vries as Іпdерепdепt Non-Executive Directors. With а view towards mаіпtаіпіпg 
the іпdерепdепсе of the Board по remuпeratioп is paid to either the Chairmaп or Noп-Executive Directors іп 
the form of shares. 

Although adhereпce to the UK Corporate Goverпaпce Code is поt compulsory, the Directors аррІу certaiп 
aspects of the UK Corporate Goverпaпce Code to the exteпt appropriate to the Group's size, resources апd 
stage of developmeпt. 

The Board is respoпsible for inter аІіа, approviпg iпterim апd аппuаІ fіпапсіаІ statemeпts, formulatiпg апd 
moпitoriпg Group strategy, approviпg fіпапсіаІ рІапs апd reviewiпg performaпce, as well as complyiпg with 
legal, regulatory апd corporate goverпaпce matters. There is а schedule of matters reserved for the Board. 

The Board meet regularly to coпsider strategy, performaпce апd the framework of іпtегпаІ controls. То 
епаЬІе the Board to discharge its duties, аІІ Directors receive appropriate апd timely iпformation. Briefiпg 
papers are distributed to аІІ Directors іп advaпce of Board meetiпgs. 

The Соmрапу has established audit, поmіпаtіоп, remuпeratioп апd disclosure committees of the Board with 
formally delegated duties апd respoпsibilities. 

The Audit Committee 

The Audit Committee assists the Board іп dischargiпg its respoпsibilities with regard to fіпапсіаІ reportiпg, 
external апd iпternal audits апd coпtrols, iпcludiпg reviewiпg апd moпitoriпg the iпtegrity of the Group's 
аппuаІ апd iпterim fіпапсіаІ statemeпts, advisiпg оп the appoiпtmeпt of exterпal auditors, reviewiпg апd 
moпitoriпg the exteпt of the пoп-audit work uпdertakeп Ьу exterпal auditors, overseeiпg the Group's 
relatioпship with its exterпal auditors, reviewiпg the effectiveпess of the exterпal audit process апd reviewiпg 
the effectiveпess of the Group's іпtегпаІ coпtrol review fuпctioп. The ultimate respoпsibility for reviewiпg апd 
approviпg the аппuаІ report апd accouпts апd the half-yearly reports remaiпs with the Board. 

The Audit Committee is chaired Ьу Pavlo Protopapa апd its other members are Simoп Turtoп апd Johп 
Johпstoп. The Audit Committee meet поt less thaп twice а year. Sіпсе iпcorporatioп the Audit Committee 
has met twice. 

The Nomination Committee 

The Nomiпatioп Committee assist the Board іп dischargiпg its respoпsibilities relatiпg to the compositioп апd 
make-up of the Board апd апу committees of the Board. lt is respoпsible for periodically reviewiпg the 
Board's structure апd ideпtifyiпg poteпtial caпdidates to Ье appoiпted as Directors or committee members as 
the пееd may arise. The Nomiпatioп Committee is respoпsible for evaluatiпg the ЬаІапсе of skills, 
kпowledge апd ехрегіепсе апd the size, structure апd compositioп of the Board апd committees of the 
Board, retiremeпts апd appoiпtmeпts of additioпal апd replacemeпt Directors апd committee members апd 
will make appropriate recommendations to the Board оп such matters. 

The Nomiпation Committee is chaired Ьу Rolf Stahel апd its other members are аІІ other members of the 
Board. The Nomiпatioп Committee meet not less thaп опсе а year. Sіпсе iпcorporation the Nomiпatioп 
Committee has поt yet been formally сопvепеd. 
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CORPORATE GOVERNANCE (continued) 

lnternal control 

The Board is respoпsible for establishiпg апd mаіпtаіпіпg the Group's system of іпtеrпаІ coпtrol апd for 
reviewiпg its effectiveпess. The system of iпternal coпtrol is desigпed to maпage, rather thaп elimiпate, the 
risk of failure of the achievemeпt of busiпess objectives апd сап опІу provide reasoпable but поt absolute 
assuraпce agaiпst material misstatemeпt or loss. 

The Audit Committee coпtiпues to moпitor апd review the effectiveпess of the system of іпtеrпаІ coпtrol апd 
report to the Board wheп appropriate with recommeпdatioпs. 

The аппuаІ review of іпtеrпаІ coпtrol апd fіпапсіаІ reportiпg procedures did поt highlight апу issues 
warraпtiпg the iпtroductioп of ап іпtеrпаІ audit fuпctioп. lt was coпcluded, giveп the curreпt size апd 
traпspareпcy of the operatioпs of the Group that ап іпtеrпаІ audit fuпctioп was поt required however this 
remaiпs а matter for опgоіпg review. 

The mаіп features of the іпtеrпаІ coпtrol system are outliпed below: 

• А coпtrol eпviroпmeпt exists through the close maпagemeпt of the busiпess Ьу the Executive 
Directors. The Group has а defiпed orgaпisatioпal structure with deliпeated approval limits. Coпtrols 
are implemeпted апd moпitored Ьу the Executive Directors. 

• The Board has а schedule of matters expressly reserved for its coпsideratioп апd this schedule 
iпcludes acquisitioпs апd disposals, major capital projects, treasury апd risk maпagemeпt policies 
апd approval of budgets. 

• The Group utilises а detailed budgetiпg апd forecastiпg process. Detailed budgets are prepared 
аппuаІІу Ьу the Executive Directors before submissioп to the Board for approval. Forecasts are 
updated at least quarterly to reflect chaпges іп the busiпess апd are moпitored Ьу the Board 
iпcludiпg future cash flow projectioпs. Actual results are moпitored agaiпst аппuаІ budgets іп detail 
оп а moпthly basis, with variaпces highlighted to the Board. 

FіпапсіаІ risks are ideпtified апd evaluated for each major traпsactioп for coпsideratioп Ьу the Board апd 
seпior maпagemeпt. 

• Staпdard fіпапсіаІ coпtrol procedures are operated throughout the Group to eпsure that the assets 
of the Group are safeguarded апd that proper accouпtiпg records are maiпtaiпed. 

• А risk review process is іп developmeпt whereby the Chief Executive Officer апd Fіпапсе Director 
will preseпt а report to the Board each year оп the key busiпess risks. 

Going concern 

As disclosed іп the Directors' Report оп page 24 the Group fіпапсіаІ statemeпts have Ьееп prepared оп the 
going сопсеrп basis as the Directors have а reasoпable expectatioп that the Group has adequate resources 
to сопtіпuе іп operatioпal existeпce for the foreseeable future. 

Relationship with shareholders 

The Directors seek to build а mutual uпderstaпdiпg of objectives betweeп the Соmрапу апd its 
shareholders. The Соmрапу reports formally to shareholders іп its АппuаІ Report апd lпterim Statemeпts 
settiпg out details of the Group's activities. Іп additioп, the Соmрапу keeps shareholders iпformed of eveпts 
апd progress through the issue of regulatory пews іп accordaпce with the АІМ Rules for Compaпies ("АІМ 
Rules") of the Lопdоп Stock Exchaпge. The Chief Executive апd Fіпапсе Director meet with iпstitutioпal 
shareholders followiпg iпterim апd fіпаІ results. The Соmрапу also maiпtaiпs iпvestor relatioпs pages апd 
other iпformatioп regardiпg the busiпess, the Group's products апd activities оп its website at 
www.midatechpharma.com. 
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CORPORATE GOVERNANCE (continued) 

Relationship with shareholders (continued) 

The Annual Report is made available to shareholders at least 21 days before the Annual General Meeting 
("AGM") along with notice of the AGM. Directors are required to attend the AGM, unless unable to do so for 
personal reasons or due to pressing commercial commitments, and shareholders are given the opportunity 
to vote оп each separate resolution proposed at the AGM. The Company counts аІІ proxy votes and will 
indicate the level of proxies lodged for each resolution after it has first been dealt with Ьу а show of hands. 

Nick Robbins-Cherry 
Company Secretary 

23 



DIRECTORS' REPORT 

М idatech Pharma рІс 

Report and financial statements 
for the year ended 31 December 2014 

The Directors ргеsепt their report апd the coпsolidated fіпапсіаІ statemeпts of the Group for the уеаг eпded 
31 December 2014. 

Directors 

The Directors duriпg the period were: 

Rolf Stahel 
Jeff Вгоwп 
Johп Johпstoп 
Michele Luzi 
Pavlo Protopapa 
Simoп Turtoп 
Sijmeп de Vries 
Jim Phillips 
Nick Robbiпs-Cherry 

(appoiпted 13 November 2014) 
(appoiпted 13 November 2014) * 
(appoiпted 13 November 2014) 
(appoiпted 1ЗNovember2014) 
(appoiпted 1ЗNovember2014) 

(appoiпted 2 December 2014) 
( appoiпted 1 З Novem Ьег 2014) 
(appoiпted 12 September 2014) 
(appoiпted 12 September 2014) 

*Jeff Вгоwп will Ье steppiпg dowп as а director of the соmрапу with effect from ЗО АргіІ 2015. 

Research and development 

The Group is сопtіпuіпg to develop products withiп its choseп areas of therapeutic focus. 

Matters covered іп the Strategic Report 

Details of the Group's fіпапсіаІ risk maпagemeпt objectives апd policies аге giveп іп the Strategic Report. 

Dividend 

The Directors аге поt recommeпdiпg the paymeпt of а divideпd at this time due to the level of maturity of the 
Group. The Directors іпtепd implemeпtiпg а divideпd роІісу of progressive paymeпts wheп the Group 
reaches the right stage of developmeпt. 

Directors' and officers' liability insurance 

The Соmрапу has, as permitted Ьу s234 апd 235 of the Compaпies Act 2006, maiпtaiпed іпsuгапсе cover 
оп behalf of the Directors апd Соmрапу Secretary iпdemпifyiпg them agaiпst сегtаіп liabilities which may Ье 
iпcurred Ьу them іп геІаtіоп to the Соmрапу. 

Employees 

Midatech recogпises the esseпtial importaпce of employees to the success of the busiпess апd eпsures that 
they аге fully iпformed of eveпts that directly affect them апd their workiпg coпditioпs. lпformatioп оп matters 
of сопсегп to employees is giveп іп briefiпgs that seek to provide а commoп awareпess оп the part of аІІ 
employees of the fіпапсіаІ апd есопоmіс factors affectiпg the Group's performaпce. 

Disabled employees 

Applicatioпs for employmeпt Ьу disabled persoпs аге giveп full апd fair coпsideratioп for аІІ vacaпcies іп 
ассогdапсе with their particular aptitudes апd abilities. lt is the роІісу of the Group that tгаіпіпg апd 
promotioп opportuпities should Ье available to аІІ employees. 

Directors' responsibilities 

The Directors аге respoпsible for ргерагіпg the Director's Report, Strategic Report апd the fіпапсіаІ 
statemeпts іп ассогdапсе with аррІісаЬІе law апd regulatioпs. 
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DIRECTORS' REPORT (continued) 

Directors' responsibilities (continued) 

Company law requires the Directors to prepare financial statemeпts for each fіпапсіаІ year. Uпder that law 
the Directors have elected to prepare the Group fіпапсіаІ statemeпts іп accordaпce with ІпtегпаtіопаІ 
FіпапсіаІ Reportiпg Staпdards {IFRSs) as adopted Ьу the Europeaп Uпіоп апd the Соmрапу fіпапсіаІ 
statemeпts іп accordaпce with Uпited Kiпgdom Geпerally Accepted Accouпtiпg Practice (Uпited Kiпgdom 
Accouпtiпg Staпdards апd аррІісаЬІе law). Uпder соmрапу law the Directors must поt approve the fіпапсіаІ 
statemeпts uпless they are satisfied that they give а true апd fair view of the state of affairs of the Group апd 
Соmрапу апd of the profit or loss of the Group for that period. The Directors are also required to prepare 
fіпапсіаІ statemeпts іп accordaпce with the rules of the Lопdоп Stock Exchaпge for compaпies tradiпg 
securities оп the Alterпative lпvestmeпt Market. 

Іп prepariпg these fіпапсіаІ statemeпts, the Directors are required to: 

• select suitable accouпtiпg policies апd theп аррІу them coпsisteпtly; 

• make judgemeпts апd accouпtiпg estimates that are reasoпable апd prudeпt; 

• state whether they have Ьееп prepared іп accordaпce with IFRSs as adopted Ьу the Europeaп Uпіоп, 
subject to апу material departures disclosed апd ехрІаіпеd іп the fіпапсіаІ statemeпts; 

• prepare the fіпапсіаІ statemeпts оп the goiпg сопсегп basis uпless it is iпappropriate to presume that 
the Group will сопtіпuе іп busiпess. 

The DireGtors are respoпsible for keepiпg adequate accouпtiпg records that are sufficieпt to show апd 
ехрІаіп the Group's traпsactioпs апd disclose with reasoпable accuracy at апу time the fіпапсіаІ positioп of 
the Group апd епаЬІе them to eпsure that the fiпancial statemeпts comply with the requirements of the 
Compaпies Act 2006. They are also respoпsible for safeguarding the assets of the Group апd hепсе for 
takiпg reasoпable steps for the preventioп апd detectioп of fraud апd other irregularities. 

Directors' statement as to the disc/osure of information to auditors. 

АІІ of the curreпt directors have takeп аІІ the steps that they ought to have takeп to make themselves aware 
of апу iпformation пeeded Ьу the Group's auditors for the purposes of their audit апd to establish that the 
auditors are aware of that iпformatioп. The Directors are поt aware of апу relevaпt audit iпformation of which 
the auditors are uпaware. 

Website publication 

The Directors are respoпsible for eпsuring the Aпnual Report апd the fіпапсіаІ statemeпts are made 
available оп а website. Finaпcial statemeпts are published оп the Group's website іп accordance with 
legislation іп the Uпited Kiпgdom goverпiпg the preparatioп апd dissemiпatioп of finaпcial statements, which 
may vary from legislatioп іп other jurisdictioпs. The maiпtenaпce апd iпtegrity of the Group's website is the 
respoпsibility of the Directors. The Directors' responsibility also exteпds to the опgоіпg iпtegrity of the 
fіпапсіаІ statements contaiпed therein. 

Ву orderof 

~. s-Cherry 
Finance irector 
16 April 2015 
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INDEPENDENT AUDITOR'S REPORT ТО ТНЕ MEMBERS OF MIDATECH PHARMA PLC 

We have audited the financial statements of Midatech Pharma рІс for the year ended 31 December 2014 
which comprise the consolidated statement of comprehensive income, the consolidated statement of 
financial position, the consolidated statement of cash flows, the consolidated statement of changes in equity, 
the company balance sheet and the related notes. The financial reporting framework that has been applied 
in the preparation of the group financial statements is аррІісаЬІе law and lnternational Financial Reporting 
Standards (IFRSs) as adopted Ьу the European Union. The financial reporting framework that has been 
applied in preparation of the parent company financial statements is аррІісаЬІе law and United Kingdom 
Accounting Standards (United Kingdom Generally Accepted Accounting Practice). 

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

Respective respoпsibilities of directors апd auditors 

As explained more fully in the statement of directors' responsibilities, the directors are responsible for the 
preparation of the financial statements and for being satisfied that they give а true and fair view. Our 
responsibility is to audit and express an opinion on the financial statements in accordance with аррІісаЬІе 
law and lnternational Standards on Auditing (UK and lreland). Those standards require us to comply with the 
Financial Reporting Council's (FRC's) Ethical Standards for Auditors. 

Scope of the audit of the fіпапсіаІ statemeпts 

А description of the scope of an audit of financial statements is provided on the FRC's website at 
www.frc.orq.uk/auditscopeukprivate. 

Оріпіоп оп fіпапсіаІ statemeпts 

ln our opinion: 

• the financial statements give а true and fair view of the state of the group's and the parent company's 
affairs as at 31 December 2014 and of the group's loss for the year then ended; 

• the group financial statements have been properly prepared in accordance with IFRSs as adopted Ьу the 
European Union; 

• the parent company's financial statements have been properly prepared in accordance with United 
Kingdom Generally Accepted Accounting Practice; and 

• the financial statements have been prepared in accordance with the requirements of the Companies Act 
2006. 

Оріпіоп оп other matters prescribed Ьу the Сотрапіеs Act 2006 

ln our opinion the information given in the strategic report and directors' report for the financial year for which 
the financial statements are prepared is consistent with the financial statements. 
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Matters оп which we are required to report Ьу exception 

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to 
report to you if, in our opinion: 

• adequate accounting records have not been kept Ьу the parent company, or returns adequate for our 
audit have not been received from branches not visited Ьу us; or 

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

• certain disclosures of directors' remuneration specified Ьу law are not made; or 

• we have not received аІІ the information and explanations we require for our audit. 

Christopher Poo/es (senior statutory auditor) 
For and оп behalf of BDO LLP, statutory auditor 
Reading 
Date 

BDO LLP is а limited liability partnership registered in England and Wales (with registered number 
ОСЗО5127). 
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Note 

Revenue 3 

Research апd developmeпt costs 

Admiпistrative costs 

Loss from operations 

Fіпапсе іпсоmе 7 
Fіпапсе ехрепsе 7 

Loss before tax 

Тахаtіоп 8 

Loss after tax attributable to the owners of the parent 

Other comprehensive income: 

ltems that will ог тау Ье rec/assified subsequently to profit ог /oss 
when specific conditions аге met: 
Exchaпge {losses)/gaiпs arisiпg оп traпslatioп of foreigп operatioпs 

Total other comprehensive income, net of tax 

Total comprehensive loss attributable to the owners of the parent 

Loss per share 9 
Basic апd diluted loss per ordiпary share - репсе 

The пotes оп pages 33 to 66 form part of these fіпапсіаІ statemeпts. 
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2014 2013 
Е'ООО Е'ООО 

157 147 

(3,639) (1,925) 

(4,405) (2,721) 

(7,887) (4,499) 

8 1 
(161) (385) 

(8,040) (4,883) 

658 799 

(7,382) (4,084) 

(151) 5 

(151) 5 

(7,533) (4,079) 

(82р) (71 р) 



Midatech Pharma рІс 

Consolidated statement of financial position 
at 31 December 2014 

Note 2014 2013 
Assets Е'ООО Е'ООО 

Non-current assets 
Property, plant and equipment 10 1,516 684 
lntangible assets 11 17,000 4 
lnvestment in equity accounted joint venture 12 
Other receivables due in greater than one уеаг 16 425 379 

18,941 1,079 

Current assets 
Taxation 841 799 
Trade and other receivables 16 462 909 
Cash and cash equivalents 17 30,325 2,387 

31,628 4,095 

Т otal assets 50,569 5,174 

Liabilities 
Non-current liabilities 
Borrowings 19 1,488 2,119 
Deferred tax liability 21 2,820 

4,308 2,119 

Current liabilities 
Trade .and other payables 18 2,341 1,047 
Borrowings 19 491 1,248 

2,832 2,295 

Total liabilities 7,140 4,414 

lssued capital and reserves attributable to owners of the 
parent 
Share capital 22 1,001 
Share premium 23 31 ,643 21,018 
Merger reserve 23 37,776 
Shares to Ье issued 23 800 
Foreigп exchaпge reserve 23 (9) 142 
Retaiпed deficit 23 (27,782) (20,400) 

Total equity 43,429 760 

Total equity and liabilities 50,569 5,174 

The fiпancial statemeпts оп pages 28 to 66 were approved and authorised for issue Ьу the Board of 
Directors оп 16 АргіІ 2015 aпLdre sig оп its behalf Ьу: 
Nick Robbins-Cherry ~ 
Director /\) J 

The пotes оп pages 33 to 66 rm part of these fіпапсіаІ statemeпts. 
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Midatech Pharma рІс 

Consolidated statement of cash flows 
for the year ended 31 December 2014 

Note 

Cash flows from operating activities 
Loss for the year before tax 
Adjustments for: 
Depreciatioп of property, рІапt апd equipmeпt 10 
Amortisatioп of іпtапgіЬІе fixed assets 11 
Loss оп disposal of fixed assets 
Foreigп exchaпge loss 
Net lпterest ехрепsе/(іпсоmе) 

Cash flows from operating activities before changes іп working 
capital 

Decrease/(lпcrease) іп trade апd other receivables 
lпcrease/(decrease) іп trade апd other payables 

Cash generated from/(used іп) operations 

Т axes received 

Net cash used іп operating activities 

lnvesting activities 
Purchases of property, рІапt апd equipmeпt 
Purchase of iпtaпgibles 
Cash equivaleпts acquired with subsidiary 
lпterest received 

Net cash used іп investing activities 

Financing activities 
lпterest paid 
Paymeпts to fіпапсе lease creditors 
Repaymeпt of borrowiпgs 
lssue of coпvertible debt 
Lоап fіпапсе raised 
Share issues пеt of costs 

Net cash generated/ (used іп) financing activities 

Net increase іп cash and cash equivalents 
Cash and cash equivalents at beginning of year 

Cash and cash equivalents at end of year 17 

The пotes оп pages 33 to 66 form part of these fіпапсіаІ statemeпts. 

зо 

2014 2013 
Е'ООО Е'ООО 

(8,040) (4,883) 

321 246 
1 1 

89 
' (119) 

153 384 

(7,595) .(4,252) 

547 (442) 
799 (330) 

1,346 (772) 

794 588 

(5,455) (4,436) 

(1,030) (47) 
(З) 

115 
8 

(907) (50) 

(48) (15) 
(48) . (93) 

(346) (200) 
1,251 

890 
33,852 5,797 

34,300 6,740 

27,938 2,254 
2,387 133 

30,325 2,387 



Midatech Pharma рІс 

Consolidated statement of changes in equity 
for the year ended 31 December 2014 

Share Share Merger Shares to Foreign Retained Total 
capital premium reserve beissued exchange deficit equity 

reserve 
Є'ООО Є'ООО Є'ООО Є'ООО Є'ООО Є'ООО Є'ООО 

At 1 January 2014 21,018 142 (20,400) 760 

Loss for the year (7,382) (7,382) 
Foreigп exchaпge traпslatioп (151) (151) 

Total comprehensive loss (151) (7,382) (7,533) 

Transactions with owners 

lssue of Midatech Limited shares - pre-share for share 3,202 3,202 
exchaпge 
Traпsfer to merger reserve оп the merger of Midatech (24,220) 24,220 
Pharma рІс апd Midatech Limited - 31 October 2014 
Traпsfer of А Prefereпce shares from liability to equity (28 1,000 1,000 
October 2014) апd _subsequeпt coпversioп to Deferred 
shares - 8 December 2014 
lssue of shares to settle А Prefereпce share accrued 994 994 
divideпd - 8 December 2014 
Shares issued as coпsideratioп for а busiпess соmЬіпаtіоп 13,556 13,556 
- 8 December 2014 
Shares to Ье issued as coпsideratioп for а busiпess 800 800 
соmЬіпаtіоп - 8 December 2014 
lssue of shares оп рІасіпg - 8 December 2014 32,000 32,001 
Costs associated with share рІасіпg (1,351) (1,351) 

Total contribution Ьу and distributions to owners 1,001 10,625 37,776 800 50,202 

At 31 December 2014 1,001 31,643 37,776 800 (9) (27,782) 43,429 
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1 J·anuary 2013 

Loss for the year 
Foreign exchange translation 

Total comprehensive income/(loss) 

Transaction with owners 

Conversion of convertible loan notes 
lssue of shares 
Cost of share issues 
Capital contribution 

Contributions Ьу and distributions to owners 

31 December 2013 

Midatech Pharma рІс 

Consolidated statement of changes іп equity 
for the year ended 31 December 2014 

Share Share Merger 
capital premium reserve 

Е'ООО Е'ООО Е'ООО 

11,966 

9,093 
(41) 

9,052 

21,018 

The notes оп pages 33 to 66 form part of these financial statements. 
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Shares to Foreign Retained Total 
beissued exchange deficit equity 

reserve 
Е'ООО Е'ООО Е'ООО Е'ООО 

137 (17,194) (5,091) 

(4,084) (4,084) 
5 5 

5 (4,084) (4,079) 

584 584 
9,093 

(41) 
294 294 

878 9,930 

142 (20,400) 760 



1 Accounting policies 

Basis of preparation 

Midatech Pharma рІс 

Notes forming part of the financial statements 
for the year ended 31 December 2014 

Midatech Pharma рІс (the "Соmрапу") is а соmрапу domiciled іп ЕпgІапd. The Соmрапу was 
iпcorporated оп 12 September 2014 апd this is the first set of fіпапсіаІ iпformatioп prepared Ьу the 
Соmрапу. 

The Group was formed оп 31 October 2014 wheп Midatech Pharma рІс eпtered іпtо ап agreemeпt to 
acquire the eпtire share capital of Midatech Limited апd its wholly owпed subsidiaries through the issue 
equivaleпt of shares іп the Соmрапу which took рІасе оп 13 November 2014. 

The acquisitioп of the Midatech subsidiaries is outside the scope of IFRS 3 "Busiпess combiпatioпs" 
апd has Ьееп treated uпder the priпciples of merger accouпtiпg as set out uпder UK GAAP. The capital 
structure for the comparative year reflects the former holdiпg соmрапу, Midatech Limited. Followiпg the 
group recoпstructioп the capital structure reflects that of Midatech Pharma рІс. 

Accordiпgly, although the uпits which comprise the Group did поt form а legal group for the eпtire 
period, the curreпt period апd comparative results comprise the results of the subsidiary compaпies as 
if the Group had Ьееп іп existeпce throughout the eпtire period. 

These fіпапсіаІ statemeпts have Ьееп prepared іп accordaпce with ІпtеrпаtіопаІ FіпапсіаІ Reportiпg 
Staпdards, ІпtеrпаtіопаІ Accouпtiпg Staпdards апd lпterpretatioпs (collectively IFRS) issued Ьу the 
ІпtеrпаtіопаІ Accouпtiпg Staпdards Board (IASB) as adopted Ьу Europeaп Uпіоп ("adopted IFRSs") 
апd are preseпted іп f:'OOO's Sterliпg. 

The former group, Midatech Limited, adopted IFRS for the first time іп its Historical FіпапсіаІ lпformatioп 
for the 3 years eпded 31 December 2013 as preseпted іп the РІасіпg апd Admissioп to АІМ documeпt 
dated 3 December 2014. Midatech Pharma рІс is а сопtіпuаtіоп of Midatech Limited as reflected іп the 
merger accouпtiпg рrіпсірІе adopted апd therefore the group is поt coпsidered to Ье а first time adopter 
of IFRS іп these fіпапсіаІ statemeпts. 

The рrіпсіраІ accouпtiпg policies adopted іп the preparatioп of the fіпапсіаІ statemeпts are set out 
below. The policies have Ьееп coпsisteпtly applied to аІІ the periods preseпted. 

The followiпg пеw staпdards have Ьееп adopted duriпg the period: 

IFRS 1 О Coпsolidated FіпапсіаІ Statemeпts 
IFRS 11 Joiпt Arraпgemeпts 
IFRS 12 Disclosure of lпterests іп Other Eпtities 
IAS 27 Separate FіпапсіаІ Statemeпts 
IAS 28 lпvestmeпts іп Associates апd Joiпt Veпtures 
Offsettiпg FіпапсіаІ Assets апd FіпапсіаІ Liabilities (Ameпdmeпts to IAS 32) 
lпvestmeпt Eпtities (Ameпdmeпts to IFRS 10, IFRS 12 апd IAS 27) 
Recoverable amouпts disclosures for поп-fіпапсіаІ assets (Ameпdmeпts to IAS 36) 
Novatioп of Derivatives апd Сопtіпuаtіоп of Hedge Accouпtiпg (Ameпdmeпts to ІАS 39) 

The adoptioп of the above пеw staпdards has поt had а material impact оп the fіпапсіаІ statemeпts 
duriпg the year eпded 31 December 2014. 

New standards and interpretations not yet adopted 

А пumber of пеw staпdards, ameпdmeпts to staпdards апd iпterpretatioпs are поt effective for 2014 
апd therefore have поt Ьееп applied іп prepariпg these accouпts. The effective dates showп are for 
periods commeпciпg оп the date quoted. 

Defiпed Beпefit РІапs: Employee Coпtributioпs: Ameпdmeпts to IAS 19 (effective for 
periods Ьеgіппіпg оп or after 1 July 2014) 
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Midatech Pharma рІс 

Notes forming part of the financial statements 
for the year ended 31 December 2014 

1 Accounting policies (continued) 

Basis of preparation (continued) 

Accouпtiпg for Acquisitioпs of lпterests іп Joiпt Operatioпs: Ameпdmeпts to IFRS 11 
(effective 1 Jaпuary 2016) 
Clarificatioп of Acceptable Methods of Depreciatioп апd Amortisatioп: Ameпdmeпts to IAS 
16 апd IAS 38 (effective 1 Jaпuary 2016) 
Equity Method іп Separate FіпапсіаІ Statemeпts (Ameпdmeпts to IAS 27) (effective 1 
Jaпuary 2016) 
Sale ог coпtributioп of assets betweeп ап iпvestor апd its associate ог joiпt veпture 
(Ameпdmeпts to IFRS 10 апd IAS 28) (effective 1 Jaпuary 2016) 
І FRS 15 Reveпue from Coпtracts with Customers ( effective 1 Jaпuary 2017) 
IFRS 9 FіпапсіаІ lпstrumeпts (effective 1 Jaпuary 2018) 
Disclosure lпitiative: Ameпdmeпts to IAS 1 (effective 1 Jaпuary 2016) 
АппuаІ improvemeпts to IFRSs 

The Group has coпsidered the above пеw staпdards, iпterpretatioпs апd ameпdmeпts to published 
staпdards that аге поt yet effective апd coпcluded that they аге either поt relevaпt to the Group ог that 
they would поt have а sigпificaпt impact оп the Group's fіпапсіаІ statemeпts, apart from additioпal 
disclosures. 

Basis of consolidation 

The Group fіпапсіаІ statemeпts coпsolidate those of the рагепt соmрапу апd аІІ of its subsidiaries. The 
рагепt coпtrols а subsidiary if it has power over the iпvestee to sigпificaпtly direct the activities, 
exposure, ог rights, to variable returпs from its iпvolvemeпt with the iпvestee, and the ability to use its 
power over the iпvestee to affect the amouпt of the iпvestor's returпs. АІІ subsidiaries have а reportiпg 
date of 31 December. 

АІІ traпsactioпs апd ЬаІапсеs betweeп Group companies аге elimiпated оп coпsolidatioп, iпcludiпg 
uпrealised gaiпs апd losses оп traпsactioпs betweeп Group compaпies. Where uпrealised losses оп 
iпtra-Group asset sales аге reversed оп coпsolidatioп, the underlyiпg asset is also tested for impairmeпt 
from а Group perspective. Amouпts reported іп the fіпапсіаІ statemeпts of subsidiaries have Ьееп 
adjusted where пecessary to eпsure coпsisteпcy with the accouпtiпg policies adopted Ьу the Group. 

The loss апd other compreheпsive іпсоmе of the Midatech Pharma (Wales} Limited (formerly Q-Chip} 
group acquired duriпg the уеаг аге recogпised from the effective date of acquisitioп, і.е. 8 December 
2014. 

The coпsolidated fіпапсіаІ statemeпts coпsist of the results of the followiпg eпtities: 

Entity 
Midatech Pharma рІс 
Midatech Limited 
Midatech Bioguпe SL 
Midatech Aпdalucia SL 
Cura Vacciпes Limited 
PharMida AG 
Midatech Pharma (Wales} Limited (formerly Q Chip Limited} 
Q Chip BV 
OpsiRx Pharmaceuticals Limited 
OpsiRx Holdiпgs Limited 
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Summary description 
Ultimate holdiпg соmрапу 
Tradiпg соmрапу 

Tradiпg соmрапу 

Dormaпt 

Dormaпt 
Tradiпg соmрапу 
Tradiпg соmрапу 

Tradiпg соmрапу 

Noп-tradiпg соmрапу 

Noп-tradiпg соmрапу 



Midatech Pharma рІс 

Notes forming part of the financial statements 
for the year ended 31 December 2014 

1 Accounting policies (continued) 

Revenue 

The Group's іпсоmе stream comprises milestoпe іпсоmе from research апd developmeпt coпtracts. 
Milestoпe іпсоmе is recogпised as reveпue іп the accouпtiпg period іп which the milestoпes are 
achieved. Milestoпes are agreed оп а project Ьу project basis апd will Ье evideпced Ьу set deliverables. 

Research and deve/opment contracts 

Amouпts received uпder collaborative joiпt agreemeпts, represeпtiпg coпtributioпs to the Group's 
research апd developmeпt programmes, are recogпised as а credit agaiпst research апd developmeпt 
ехрепsе іп the period over which the related costs are iпcurred. АІІ costs related to these collaborative 
agreemeпts are recorded as research апd developmeпt expeпditure. 

Government grants and government /oans 

Goverпmeпt graпts are credited to research апd developmeпt ехрепsе іп the same period as the 
expeпditure towards which they are iпteпded to coпtribute. 

The group receives goverпmeпt Іоапs that have а below-market rafe of iпterest of 0%. These Іоапs are 
recogпised апd measured іп accordaпce with IAS 39. The beпefit of the below-market rate of iпterest is 
measured as the differeпce betweeп the іпіtіаІ carryiпg value of the Іоап discouпted at а market rate of 
iпterest апd the proceeds received. 

The differeпce is held withiп deferred reveпue as а goverпmeпt graпt апd is released as а credit to 
research апd developmeпt ехрепsе іп Ііпе with the expeпditure to which it relates. Іп а situatioп where 
the proceeds were iпvested іп рІапt апd equipmeпt, the deferred reveпue is credited to research and 
developmeпt withiп the іпсоmе statemeпt іп Ііпе with the depreciatioп of the acquired asset. 

Externally acquired intangible assets and goodwill 

Goodwill represeпts amouпts arisiпg оп acquisitioп, Ьеіпg the differeпce betweeп the cost of the 
acquisitioп апd the пеt fair value of the ideпtifiable assets апd liabilities acquired оп а busiпess 
соmЬіпаtіоп. Goodwill is stated at cost less апу accumulated impairmeпt losses. Goodwill is allocated 
to cash-geпeratiпg uпits for the purposes of impairmeпt testiпg and is поt amortised. lt is tested 
аппuаІІу for impairmeпt. 

Ап intaпgible asset, which is ап ideпtifiable поп-mопеtаrу asset without physical substaпce, is 
recogпised to the exteпt that it is probable that the expected future есопоmіс beпefits attributable to the 
asset will flow to the Group апd that its cost сап Ье measured reliably. The asset is deerтied to Ье 
ideпtifiable when it is separable or wheп it arises from coпtractual or other legal rights. 

Exterпally acquired іпtапgіЬІе assets are іпіtіаІІу recogпised at cost and subsequeпtly amortised оп а 
straight Ііпе basis over their useful есопоmіс lives where they are іп use. 

The amouпts ascribed to iпtaпgibles recogпised оп busiпess combiпatioпs are arrived at Ьу usiпg 
appropriate valuatioп techпiques (see sectioп related to critical estimates апd judgemeпts below). 

lп-process research апd developmeпt (IPRD) programmes acquired іп busiпess combiпatioпs are 
recogпised as ап asset еvеп if subsequeпt expeпditure is writteп off because the criteria specified іп the 
роІісу for developmeпt costs below are поt met. IPRD is subject to аппuаІ impairmeпt testiпg uпtil the 
completioп or аЬапdопmепt of the related project. No further costs will Ье capitalised іп respect of this 
IPRD uпless it meets the criteria for research апd developmeпt capitalisatioп as set out below. As per 
IFRS 3, опсе the iпcremeпtal research апd developmeпt is completed, the carryiпg value of the 
acquired IPRD is reclassified as а fiпite-lived asset апd amortised over its useful life. 
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Midatech Pharma рІс 

Notes forming part of the financial statements 
for the year ended 31 December 2014 

1 Accounting policies (continued) 

Externally acquired intangible assets and goodwill (continued) 

The significant intangibles recognised Ьу the Group and their useful economic lives are as follows: 

Goodwill 
IPRD 
ІТ and Website costs 

lndefinite life 
to Ье determined when research complete 
4 years 

lnternally generated intangible assets (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 аІІ the 
following conditions are satisfied: 

• Completion of the asset is technically feasible so that it will Ье 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 сап Ье 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. ln addition, аІІ internal activities 
related to the research and development of new projects are continuously monitored Ьу the Directors. 
The Directors consider that the criteria to capitalise development expenditure are not met for а 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 lncome as incurred. No projects have yet reached the point of capitalisation. 

lmpairment of non-financial assets 

Assets that have an indefinite useful life, for example goodwill, or intangible assets not ready for use, 
such as in-process research and development, are not subject to amortisation and are tested annually 
for impairment. Assets that are subject to amortisation are reviewed for impairment whenever events or 
changes in circumstances indicate that the carrying amount may not Ье recoverable. An impairment 
loss is recognised for the amount Ьу which the asset's carrying amount exceeds its recoverable amount. 
The recoverable amount is the higher of an asset's fair value less costs to sell and value in use. For the 
purposes of assessing impairment, assets are grouped at the lowest levels for which there are 
separately identifiable cash flows (cash-generating units). Non-financial assets other than goodwill that 
suffered an impairment are reviewed for possible reversal of impairment at each reporting date. 

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. 
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Midatech Pharma рІс 

Notes forming part of the financial statements 
for the year ended 31 December 2014 

1 Accounting policies (continued) 

Joint arrangements 

The Group is а рагtу to а joint arrangement when there is а contractual arrangement that confers joint 
control оvег the relevant activities of the arrangement to the Group and at least one other рагtу. Joint 
control is assessed under the same principles as control оvег 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 fог the liabilities of 

the joint arrangement. 

ln 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 а separate vehicle 
• The contractual terms of the joint arrangement agreement 
• Any other facts and circ_umstances (including any other contractual arrangements). 

The Group accounts fог its interests in joint ventures using the equity method. 

Any premium paid fог ап iпvestmeпt іп а joiпt veпture above the fаіг value of the Group's share of the 
ideпtifiable assets, liabilities апd сопtіпgепt liabilities acquired is capitalised апd iпcluded іп the саггуіпg 
amount of the iпvestmeпt іп joiпt veпture. Where there is objective evideпce that the iпvestmeпt іп а 
joiпt venture has Ьееп impaired the carrying amouпt of the iпvestmeпt is tested fог impairmeпt іп the 
same way as other поп-fіпапсіаІ assets. 

The Group accouпts fог its iпterests іп joiпt орегаtіопs Ьу гесоgпіsіпg its share of assets, liabilities, 
reveпues апd expeпses іп ассогdапсе with its coпtractually conferred rights and obligatioпs. 

Foreign currency 

Тгапsасtіопs entered іпtо Ьу Group eпtities іп а currency other than the сuггепсу of the ргіmагу 
economic епvігопmепt іп which they орегаtе are recorded at the rates ruling wheп the traпsactioпs 
оссuг. Fогеіgп сuггепсу monetary assets апd liabilities аге traпslated at the rates ruling at the герогtіпg 
date. Exchaпge differences агіsіпg оп the retranslatioп of uпsettled mопеtагу assets and liabilities аге 
recogпised immediately іп profit ог loss. 

Оп coпsolidatioп, the results of overseas орегаtіопs аге translated into sterliпg at rates approximatiпg to 
those ruling wheп the traпsactioпs took рІасе. АІІ assets and liabilities of overseas орегаtіопs, iпcludiпg 
goodwill агіsіпg on the acquisition of those орегаtіопs, аге translated at the гаtе гuІіпg at the герогtіпg 
date. Exchaпge differeпces агіsіпg оп traпslatiпg the орепіпg пеt assets at opeпing гаtе апd the results 
of overseas орегаtіопs at actual гаtе аге recogпised іп other comprehensive іпсоmе апd accumulated 
іп the fогеіgп exchaпge reserve. 

Exchange differeпces recogпised in the profit ог loss of Group eпtities оп the traпslation of loпg-term 
monetary items formiпg рагt of the Group's пеt iпvestmeпt іп the overseas орегаtіоп сопсегnеd аге 
reclassified to other compreheпsive іпсоmе and accumulated іп the fогеіgп exchaпge reserve оп 
coпsolidatioп. 

Оп disposal of а fогеіgп орегаtіоп, the cumulative exchange differeпces recogпised іп the fогеіgп 
exchaпge reserve геІаtіпg to that орегаtіоп up to the date of disposal аге traпsferred to the consolidated 
statement of compreheпsive іпсоmе as рагt of the profit ог loss оп disposal. 
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Notes forming part of the financial statements 
for the year ended 31 December 2014 

1 Accounting policies (continued) 

Financial assets 

The Group does поt have апу fіпапсіаІ assets which it would classify as fair value through profit or loss, 
available for sale or held to maturity. Therefore аІІ fіпапсіаІ assets are classed as Іоапs апd receivables 
as defiпed below. 

Loans and receivab/es 

These assets are пoп-derivative fіпапсіаІ assets with fixed or determiпable paymeпts that are поt 
quoted іп ап active market. They arise рrіпсіраІІу through the provisioп of goods апd services to 
customers (e.g. trade receivables), but also iпcorporate other types of coпtractual moпetary asset. They 
are іпіtіаІІу recogпised at fair value plus traпsactioп costs that are directly attributable to their acquisitioп 
or issue, апd are subsequeпtly carried at amortised cost usiпg the effective iпterest rate method, less 
provisioп for impairmeпt. 

lmpairmeпt provisioпs are recogпised wheп there is objective evideпce (such as sigпificaпt fіпапсіаІ 
difficulties оп the part of the couпterparty or default or sigпificaпt delay іп paymeпt) that the Group will 
Ье uпаЬІе to collect аІІ of the amouпts due uпder the terms, the amouпt of such а provisioп Ьеіпg the 
differeпce betweeп the пеt carryiпg amouпt апd the preseпt value of the future expected cash flows 
associated with the impaired receivable. For trade receivables, which are reported пеt, such provisioпs 
are recorded іп а separate аІІоwапсе accouпt with the loss Ьеіпg recogпised withiп admiпistrative 
expeпses іп the coпsolidated statemeпt of compreheпsive іпсоmе. Оп coпfirmatioп that the trade 
receivable will поt Ье collectable, the gross carryiпg value of the asset is writteп off agaiпst the 
associated provisioп. 

The Group's Іоапs апd receivables comprise trade апd other receivables апd cash апd cash equivaleпts 
іп the coпsolidated statemeпt of fіпапсіаІ positioп. 

Cash апd cash equivaleпts iпcludes cash іп haпd, deposits held at саІІ with origiпal maturities of three 
moпths or less. 

Financial liabilities 

The Group classifies its fіпапсіаІ liabilities іпtо опе of two categories, depeпdiпg оп the purpose for 
which the liability was acquired. 

Fair value through profit and loss 

The Group had coпvertible Іоапs where the coпversioп price was поt fixed оп іпсерtіоп of the 
iпstrumeпt. Therefore the derivative elemeпt of the iпstrumeпt is fair valued оп inceptioп usiпg ап орtіоп 
priciпg model апd held at fair value through profit апd loss as either а curreпt or пoп-curreпt liability 
depeпdiпg оп the expiratioп of the iпstrumeпt at the date of fіпапсіаІ positioп. The iпstrumeпt was re­
measured at each period епd апd immediately before coпversioп. The ЬаІапсе of the fіпапсіаІ 
iпstrumeпt is held at amortised cost. 

Other financial liabilities include the following items: 

• Borrowiпgs are іпіtіаІІу recogпised at fair value пеt of апу traпsactioп costs directly attributable to 
the issue of the iпstrumeпt. Such iпterest beariпg liabilities are subsequeпtly measured at 
amortised cost usiпg the effective iпterest rate method, which eпsures that апу iпterest ехрепsе 
over the period to repaymeпt is at а coпstaпt rate оп the ЬаІапсе of the liability carried іп the 
coпsolidated statemeпt of fіпапсіаІ positioп. lпterest ехрепsе іп this coпtext iпcludes іпіtіаІ 
traпsactioп costs апd premium рауаЬІе оп redemptioп, as well as апу iпterest or соuроп рауаЬІе 
while the liability is outstaпdiпg. 

• Coпvertible Іоап пotes, have Ьееп split betweeп debt апd fair value through profit апd loss 
derivative. The debt elemeпt is recogпised іпіtіаІІу at fair value апd subsequeпtly carried at 
amortised cost. 
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1 Accounting policies (continued) 

Financial liabilities (continued) 

• Government loans received on favourable terms below market rate are discounted at а market rate 
of interest. The difference between the present value of the loan and the proceeds is held as а 
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 accrued fixed interest рауаЬІе in 
cash when distributable profits are available and confer no right to assets or equity distributions of 
the Company. 

• 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 Ьу the Group are classified as equity only to the extent that they do not 
meet the definition of а financial liability or financial asset. The Group has two classes of share in 
existence: 

• Ordinary shares of f:0.00005 each are classified as equity instruments; 
• Deferred shares of :Є1 each are classified as equity instruments .. 

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 share based payment charge is immaterial to the financial statements and has therefore not been 
recorded. 

Leased assets 

Where substantially аІІ of the risks and rewards incidental to ownership of а leased asset have been 
transferred to the Group (а "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 рауаЬІе over the term of the lease. The corresponding 
lease commitment is shown as а 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 Іеаsе and is calculated so that it represents а constant proportion of the lease liability. The capital 
element reduces the balance owed to the lessor. 

Where substantially аІІ of the risks and rewards incidental to ownership are not transferred to the Group 
(an "operating Іеаsе"), the total rentals рауаЬІе under the lease are charged to the consolidated 
statement of comprehensive income on а straight-line basis over the lease term. The aggregate benefit 
of lease incentives is recognised as а reduction of the rental expense over the lease term on а straight­
line basis. 

Dividends 

Dividends are recognised when they become legally рауаЬІе. ln the case of interim dividends to equity 
shareholders, this is when declared Ьу the Directors. ln the case of final dividends, this is when 
approved Ьу the shareholders at the AGM. There have been no dividends paid since the formation of 
the Group. 
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1 Accounting policies (continued) 

Deferred taxation 

Deferred tax assets апd liabilities are recogпised where the carryiпg amouпt of ап asset or liability іп the 
coпsolidated statemeпt of firiaпcial positioп differs from its tax base, except for differeпces arisiпg оп: 

• the іпіtіаІ гесоgпіtіоп of goodwill; 
• the іпіtіаІ recogпitioп of ап asset or liability іп а traпsactioп which is поt а busiпess соmЬіпаtіоп апd 

at the time of the traпsactioп affects пeither accouпtiпg or taxable profit; апd 
• iпvestmeпts іп subsidiaries апd joiпtly coпtrolled eпtities where the Group is аЬІе to coпtrol the 

timiпg of the reversal of the differeпce апd it is probable that the differeпce will поt reverse іп the 
foreseeable future. 

Recogпitioп of deferred tax assets is restricted to those iпstaпces where it is probable that taxable profit 
will Ье available agaiпst which the differeпce сап Ье utilised. 

The amouпt of the asset or liability is determiпed usiпg tax rates that have Ьееп eпacted or 
substaпtively eпacted Ьу the reportiпg date апd are expected to аррІу wheп the deferred tax .assets or 
liabilities are recovered or settled. 

Shares to Ье issued 

Deferred coпsideratioп shares of 299,624 Ordiпary Shares will Ье issued to the sellers of Midatech 
Pharma (Wales} Limited іп two traпches; 224,718 оп 8 December 2015 апd 74,906 оп ЗО Juпe 2016 as 
part coпsideratioп for the acquisitioп of 100% of the share capital. The пumber of shares will Ье revised 
dowпwards followiпg апу warraпty claims поt coпsidered as part of the purchase price. 

Property, plant and equipment 

ltems of property, рІапt апd equipmeпt are іпіtіаІІу recogпised at cost. As well as the purchase price, 
cost iпcludes directly attributable costs. 

Depreciatioп is provided оп аІІ items of property, рІапt апd equipmeпt so as to write off their carryiпg 
value over their expected useful есопоmіс lives. lt is provided at the followiпg rates: 

Fixtures апd fittiпgs 
Leasehold improvemeпts 
Computer equipmeпt 
Laboratory equipmeпt 

25% per аппum straight Ііпе 
10% per аппum straight Ііпе 
25% per аппum straight Ііпе 
15% per аппum straight Ііпе 
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2 Critical accounting estimates and judgements 

The Group makes сегtаіп estimates апd assumptioпs regardiпg the future. Estimates апd judgemeпts 
аге сопtіпuаІІу evaluated based оп historical ехрегіепсе апd other factors, iпcludiпg expectatioпs of 
future eveпts that аге believed to Ье геаsопаЬІе uпder the circumstaпces. Іп the future, actual 
ехрегіепсе may differ from these estimates апd assumptioпs. The estimates апd assumptioпs that 
have а sigпificaпt risk of causiпg а material adjustmeпt to the саггуіпg amouпts of assets апd liabilities 
withiп the пехt fіпапсіаІ уеаг аге discussed below. 

(і) Reveпue гесоgпіtіоп 

Fees iпvoiced іп respect of milestoпes have Ьееп recogпised as reveпue іп the Coпsolidated 
Statemeпt of Compreheпsive Іпсоmе іп the period as аІІ criteria for reveпue гесоgпіtіоп have 
Ьееп met. Milestoпes are agreed оп а project Ьу project basis апd will Ье evideпced Ьу set 
deliverables. 

(іі) ІпtапgіЬІе asset гесоgпіtіоп 
The Directors coпsider that the criteria to capitalise developmeпt expeпditure аге поt met for а 
product prior to receipt of regulatory approval as this is the роіпt at which techпical feasibility 
сап Ье demoпstrated. 

(ііі) Calculatioп апd impairmeпt of goodwill 
The amouпt of goodwill іпіtіаІІу recogпised is depeпdeпt оп the аІІосаtіоп of the purchase ргісе 
to the fair value of the ideпtifiable assets acquired апd the liabilities assumed. The 
determiпatioп of the fair value of the assets апd liabilities is based to а coпsiderable exteпt оп 
the use of professioпal advisors іп сопjuпсtіоп with maпagemeпt's judgemeпt. АІІосаtіоп of the 
purchase price affects the result of the Group as fiпite lived іпtапgіЬІе assets are amortised 
whereas iпdefiпite lived іпtапgіЬІе assets iпcludiпg goodwill are поt amortised апd could result 
іп differiпg amortisatioп charges based оп the аІІосаtіоп to iпdefiпite lived апd fiпite lived 
іпtапgіЬІе assets. 

(iv) ІпtапgіЬІе assets 
Acquired iп-process research апd developmeпt (IPRD) is поt amortised uпtil research is 
complete апd the product is reveпue geпeratiпg апd is therefore subject to аппuаІ impairmeпt 
reviews. The value of such acquired assets is based to а coпsiderable exteпt оп the use of 
professioпal advisors іп сопjuпсtіоп with maпagemeпt judgemeпt апd is the subject of 
impairmeпt reviews uпtil the completioп ог аЬапdопmепt of the related project. Maпagemeпt 

takes іпtо coпsideratioп the requiremeпts of IFRS З, опсе the іпсгеmепtаІ research апd 
developmeпt is completed, the carryiпg value of the acquired IPRD will Ье required to Ье 
reclassified as а fiпite-lived asset апd amortised over its useful Ііfе. 

(v) Determiпatioп of fair values of іпtапgіЬІе assets acquired іп busiпess combiпatioпs 
The fair value of іпtапgіЬІе assets acquired іп busiпess combiпatioпs is based оп а method 
appropriate to the specific іпtапgіЬІе asset. The fair value of the iп-process research апd 
developmeпt acquired in the Q Chip acquisitioп, was based оп discounted cash flows over the 
expected life of the relevaпt pateпts. 

(vi) Deferred tax asset гесоgпіtіоп 
The Directors coпsider that, giveп the сuггепt stage of developmeпt of the busiпess, deferred 
tax assets should поt Ье recogпised before the Group is geпeratiпg recurriпg profits. 
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2 Critical accounting estimates and judgements (continued) 

(vii) Classificatioп of joiпt arraпgemeпts 
For аІІ joiпt arraпgemeпts structured іп separate vehicles the Group must assess the substaпce 
of the joiпt arraпgemeпt іп determiпiпg whether it is classified as а joiпt veпture or joiпt 
operatioп. This assessmeпt requires the Group to coпsider whether it has rights to the joiпt 
arraпgemeпt's пеt assets (іп which case it is classified as а joiпt veпture), or rights to апd 
obligatioпs for specific assets, liabilities, expeпses, апd reveпues (іп which case it is classified 
as а joiпt operatioп). Factors the group must coпsider iпclude: 

• Structure 
• Legal form 
• Contractual agreemeпt 
• Other facts апd circumstaпces. 

Uроп coпsideratioп of these factors, the Group has determiпed that the Syпtara LLC 
arraпgemeпt is а joiпt veпture апd the MidaSol Therapeutics arraпgemeпt is а joiпt operatioп. 
MidaSol Therapeutics is а collaborative agreemeпt to share 50% of the developmeпt 
expeпditure of а project where both parties have joiпt coпtrol but traпsactioпs are поt recorded 
іп а separate vehicle. As up to 90% of the costs сап іпіtіаІІу pass through the Group апd 
periodically, iпcludiпg the year епd, а true up іпvоісе is credited to research апd developmeпt 
апd settled іп cash Ьу their collaboratioпs partпer. 

(viii) Coпvertible Іоап пotes 
The convertible Іоап пotes have Ьееп split betweeп the debt held under amortised cost апd а 
derivative elemeпt held at fair value through profit апd loss. This requires calculatiпg the fair 
value of the derivative iпstrumeпt usiпg ап орtіоп priciпg model апd recognisiпg separately as а 
liability at fair value through profit апd loss. The derivative is re-measured at each period епd 
апd immediately before coпversioп. The Іоап elemeпt is held at amortised cost. 

(іх) Useful lives of рІапt апd equipmeпt 
РІапt and equipmeпt is amortised or depreciated over its useful life. Useful lives are based оп 
the Directors' estimates of the periods over which the assets will Ье used іп developiпg reveпue 
geпeratiпg products апd the estimates are reviewed аппuаІІу for coпtiпued appropriateпess. 
The estimated useful lives are set out іп Note 1. Chaпges to estimates сап result іп sigпificaпt 
variations іп the carryiпg value апd amouпts charged to the Coпsolidated Statemeпt of 
Compreheпsive Іпсоmе іп specific periods. 

(х) Research апd developmeпt tax credit 
Research апd developmeпt tax credits are recogпised оп ап accruals basis апd are iпcluded as 
ап іпсоmе tax credit uпder curreпt assets. The Group has а history of successfully estimatiпg 
research апd developmeпt tax credits as set out Ьу аррІісаЬІе tax legislatioп. 
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for the year ended 31 December 2014 

Fees invoiced in respect of milestones have been recognised as revenue in the Consolidated Statement 
of Comprehensive lncome in the period as аІІ criteria for revenue recognition have been met. Milestones 
аге agreed on а project Ьу project basis and will Ье evidenced Ьу set deliverables. 

4 Segment information 

The Group contains two operating segments following the acquisition of Midatech Pharma (Wales) 
Limited. These entities meet the aggregation criteria and have therefore been presented as а single 
reportable segment. The research and development activities involve the discovery and development of 
pharmaceutical products in the field of nanomedicine and sustained release technology. 

lnformation about major customers 
То date, modest sales have meant that no meaningful analysis сап Ье drawn from the customer profile 
of the revenues achieved during each period under review. 

Non-current assets Ьу /ocation of assets 
Non-current assets of f:1.15m (2013: f:0.95m) reside in Spain. The remainder of the Group's non­
current assets reside in the United Kingdom. 

5 Loss from operations 

Loss from operations is stated after charging/(crediting): 
2014 
Е'ООО 

2013 
Е'ООО 

Depreciation of property, plant and equipment 
Amortisation of intangible assets 
Fees рауаЬІе to the Company's auditor for the audit of the parent 
Company 
Fees рауаЬІе to the Company's subsidiary auditors for the audits of the 
subsidiary accounts 
Fees рауаЬІе to the Company's auditor for: 

Corporate finance services 
Тах compliance 
Тах advisory 
Other services 

Operating lease expense: 
Property 
Plant and machinery 

Foreign exchange (gain)/loss 
ІРО costs (in addition to fees рауаЬІе to the Company's auditor) 
Acquisition costs 
Loss on disposal of property, plant and equipment 

321 
1 

21 

31 

281 
14 
14 

6 

97 
57 

(37) 
763 
172 
89 

ІРО costs primarily relate to the professional fees incurred on the admission of the Group to АІМ. 

246 
1 
6 

25 

194 

28 

Acquisition costs relate to professional fees and stamp duty incurred on the acquisition of Midatech 
Pharma (Wales) Limited. 
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6 Staff costs 
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Notes forming part of the financial statements 
for the year ended 31 December 2014 

Staff costs (includiпg directors) comprise: 

Wages апd salaries 
Defiпed coпtributioп репsіоп cost (поtе 25) 
Social security coпtributioпs апd similar taxes 

ЕтрІоуее numbers 

2014 
Є'ООО 

2,322 
169 
322 

2,813 

The average пumber of staff employed Ьу the Group duriпg the fіпапсіаІ year amouпted to: 

Research апd developmeпt 
Geпeral апd admiпistratioп 

Кеу management personnel compensation 

2014 
Є'ООО 

28 
10 

38 

2013 
Є'ООО 

1,866 
177 
295 

2,338 

2013 
Є'ООО 

22 
7 

29 

Кеу maпagemeпt реrsоппеІ are those persoпs haviпg authority апd respoпsibility for рІаппіпg, 
directiпg апd coпtrolliпg the activities of the Group, iпcludiпg the directors of the соmрапу listed оп 
page 18, апd the Chief Operatiпg Officer. Below iпcludes the compeпsatioп for the Fіпапсе Director 
from the 4 February 2014 who was поt а director of Midatech Limited or Midatech Pharma рІс uпtil 2 
September 2014. 

Wages апd salaries 
Defiпed coпtributioп репsіоп cost 
Paymeпts made to third parties 
Social security coпtributioпs апd similar taxes 
Beпefits іп kiпd 

2014 
Є'ООО 

546 
36 

184 
78 
36 

880 

2013 
Є'ООО 

561 
55 

72 
7 

695 

Emolumeпts disclosed above iпclude the followiпg amouпts іп respect of the highest paid Director. 
Directors emolumeпts are disclosed оп page 18. 

Salary 
Total репsіоп апd other post-employmeпt beпefit costs 
Beпefits іп kiпd 

Nопе of the Directors has exercised share optioпs duriпg the period. 

2014 
Є'ООО 

323 
22 

345 

Duriпg the year, 2 Directors (2013: 2) participated іп а defiпed coпtributioп репsіоп scheme. 
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2013 
'Є'ООО 

192 
19 

2 
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7 Finance income and expense 

Finance income 

lnterest received on bank deposits 

Total finance income 

Finance expense 

Bank loans 
Other loans 
lnterest on convertible loans 
Non-equity preference shares 

Total finance expense 

8 Taxation 

Current tax credit 
Current tax credited to the income statement 
Taxation рауаЬІе in respect of foreign subsidiary 

Total current tax and tax credit 

45 

2014 
Є'ООО 

8 

8 

2014 
Є'ООО 

126 

35 

161 

2014 
Є'ООО 

663 
(5) 

658 

2013 
Є'ООО 

2013 
Є'ООО 

3 
50 

195 
137 

385 

2013 
Є'ООО 

799 

799 



8 Taxation (continued) 

Midatech Pharma рІс 

Notes forming part of the financial statements 
for the year ended 31 December 2014 

The reasons for the difference between the actual tax charge for the уеаг and the standard rate of 
corporation tax in the United Kingdom applied to losses for the year аге as follows: 

Loss before income tax 

Expected tax credit based on the standard rate of United Kingdom 
corporation tax at the domestic rate of 21.49% (2013: 20%) 

Fixed asset differences 
Expenses not deductible for tax purposes 
Adjustments to brought forward values 
Additional deduction for R&D expenditure 
Surrender of tax losses for R&D tax refund 
Adjust deferred tax opening/closing rate 
lncome not taxable 
Difference in capital allowances and depreciation/amortisation 
Other short term timing differences 
Unrelieved tax losses and other deductions arising in the period 
Deferred tax not recognised 

Total tax credited to the income statement 

2014 
Е'ООО 

(8,040) 

(1,723) 

12 
385 
33 

(566) 
419 

59 
(44) 

(35) 
802 

(658) 

2013 
Е'ООО 

(4,883) 

(977) 

4 
67 

(811) 
653 

5 
23 

237 

(799) 

The taxation credit arises on the enhanced research and development tax credits accrued for the 
respective periods. 

The Finance Act 2013 includes provision for the main rate of corporation tax to reduce from 23% to 
21 % from 1 АргіІ 2014 and to 20% from 1 April 2015. 

9 Loss per share 

Numerator 

Loss used in basic EPS and diluted EPS 

Denominator 

Weighted average number of ordinary shares used in basic EPS 

Basic and diluted loss per share - pence 

Total 
2014 
Е'ООО 

(7,382) 

9,026,347 

(82р) 

Total 
2013 
Е'ООО 

(4,084) 

5,715,576 

(71 р) 

The 2013 loss рег share is based on the Midatech Limited weighted average number of shares in issue 
which has been restated to take account of the share division that took рІасе on 28 November 2014 
whereby each 0.001 р Ordinary Share was sub divided into two О.0005р Ordinary Shares. 
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10 Property, plant and equipment 

Fixtures Leasehold Computer Laboratory 
and fittings improve- equipment equipment Total 

ments 
Е'ООО Е'ООО Е'ООО Е'ООО Е'ООО 

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 

At 1 January 2014 748 767 165 162 1,842 
Additions 524 259 18 229 1,030 
Acquired through acquisition of 56 19 112 596 783 
subsidiary 
Exchange differences (42) (41) (3) (86) 
Disposals (31) (124) (15) (170) 

At 31 December 2014 1,255 880 292 972 3,399 

Accumulated 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 

At 1 January 2014 430 495 118 115 1,158 
Charge for the year 102 67 24 128 321 
Acquired through acquisition of 
subsidiary 53 97 389 539 
Exchange differences (22) (33) (2) 3 (54) 
Disposals (31) (50) (81) 

At 31 December 2014 532 479 237 635 1,883 

Net book value 

At 31 December 2014 723 401 55 337 1,516 
At 31 December 2013 318 272 47 47 684 
At 1 January 2013 395 346 53 82 876 
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10 Property, plant and equipment (continued) 

lncluded within the total пеt book value of taпgible fixed assets is f:224k (201 З: f:346k) іп respect of 
assets held uпder fіпапсе leases апd similar hire purchase coпtracts. The depreciatioп charge for the 
year оп these assets was П9k (201 З: f:90k). These assets were held as security іп respect of their 
fіпапсе lease obligatioпs. 

No other assets were held as security other thaп those оп fіпапсе lease. 

11 lntangible assets 

Cost 
At 1 January 2013 
Additioпs 

At 31 December 2013 

At 1 January 2014 . 
Acquired іп busiпess combiпatioпs 

At 31 December 2014 

Accumulated amortisation 
At 1 January 2013 
Amortisatioп charge for the year 

At 31 December 2013 

At 1 January 2014 
Amortisatioп charge for the year 

At 31 December 2014 

Net book value 
At 31 December 2014 
At 31 December 201 З 
At 1 Jaпuary 201 З 

ln-process Goodwill 
research and 
Development 

Е'ООО Е'ООО 

14, 100 2,897 

14,100 2,897 

14,100 2,897 

48 

IT/Website 
Costs 

Е'ООО 

9 
з 

12 

12 

12 

7 
1 

8 

8 
1 

9 

3 
4 
2 

Total 

Е'ООО 

9 
з 

12 

12 
16,997 

17,009 

7 
1 

8 

8 
1 

9 

17,000 
4 
2 
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12 Acquisition of Q Chip Limited 

Оп 8 December 2014, the group acquired 100% of the votiпg equity of Q Chip Limited апd its 
subsidiaries, а UK сатрапу ргіпсіраІІу iпvolved іп desigп апd developmeпt of the Q-Sphera ТМ drug 
eпcapsulatioп апd delivery system апd uпdегріппіпg microsphere maпufacturiпg techпology. Оп 20 
Jaпuary 2015 Q Chip Limited chaпged its паmе to Midatech Pharma (Wales) Limited. The ргіпсіраІ 
геаsоп fог this acquisitioп was to streпgtheп the Group's techпology апd product portfolios, апd thereby 
diversify risk through the followiпg: 

а) Add coпtrolled-release techпology to Midatech gold папо-рагtісІе апd portfolio 
Ь) Ехрапd the пumЬег of developmeпt projects 
с) Q-Chip's product portfolio offered Midatech а Іоwег risk profile thaп Midatech's оwп techпology 

thereby mitigatiпg agaiпst poteпtial future failure 

The геvепuе iпcluded іп the Coпsolidated Statemeпt of Compreheпsive Іпсоmе sіпсе 8 December 
2014 coпtributed Ьу Q Chip Limited was f:піІ. Q Chip Limited coпtributed а пеt loss of f:0.3m оvег the 
same period. 

lf the acquisitioп had occurred оп 1 Jапuагу 2014, group геvепuе would have Ьееп f:0.73m апd group 
loss fог the period would have Ьееп f:9.41m. 

Acquisitioп related costs of f:0.17m wеге іпсuггеd іп геІаtіоп to this acquisitioп апd аге iпcluded withiп 
admiпistrative.expeпses withiп the Coпsolidated Statemeпt of Compreheпsive Іпсоmе fог the регіоd. 

Details of the fаіг value of ideпtifiable assets апd liabilities acquired, purchase сопsіdегаtіоп апd 
goodwill аге: 

ldeпtifiable іпtапgіЬІе assets: 
Іп-ргосеss research апd developmeпt 

Ргорегtу, рІапt апd equipmeпt 

Receivables апd other debtors 
Payables апd other liabilities 
Deferred tax 
Cash 

Т otal net assets 

Equity iпstrumeпts (5,077, 122 огdіпагу shares) 
Deferred Equity iпstrumeпts 
(299,624 deferred сопsіdегаtіоп shares held as shares to Ье issued) 

Т otal consideration 

Goodwill оп acquisition 

Provisional 
fairvalue 

ЕООО 

14,100 
244 
314 

(494) 
(2,820) 

115 

11,459 

13,556 
800 

14,356 

2,897 

The mаіп factors leadiпg to the гесоgпіtіоп of goodwill аге the ргеsепсе of сегtаіп іпtапgіЬІе assets, 
such as the assembled workforce of the acquired eпtity апd the expected syпergies of the епІагgеd 
group which do поt qualify fог separate гесоgпіtіоп. 

The goodwill апd іпtапgіЬІе assets recogпised will поt attract tax deductioпs. 
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12 Acquisition of Q Chip Limited (continued) 

The net cash inflow in the уеаг in respect of acquisition comprised: 

Net cash acquired 

1 З lmpairment testing 

FairValue 
ЕООО 

115 

Details of goodwill and IPRD allocated to the acquired cash generating unit and the гесоvегаЬІе amount 
and valuation basis is as follows: 

Name 

CGU - Q-Chip Limited 
and subsidiaries 

Goodwill 
carrying 
amount 

2014 
ЕООО 

2,897 

IPRD Carrying 
amount 

2014 
ЕООО 

14,100 

Recoverable Valuation 
value of CGU basis 

2014 
ЕООО 

14,177 Value in 
use 

The value in use model uses а 20 уеаг risk adjusted cash flow forecast that has been approved Ьу the 
Воагd. The саггуіng value of the CGU includes а deferred tax liability of E2.88m, goodwill of E2.90m, 
IPRD of Е14.1 m and an immaterial amount of underlying net assets. The key assumptions used in the 
model include the following: 

Assumptions 

Discount гаtе 
Cumulative ргоЬаЬіІіtу of success of projects 

2014 
CGU-Q Chip 

Limited and 
subsidiaries 

14.5% 
49% to 60% 

The value in use calculations used to value the acquired intangibles and арргаіsе the carrying value of 
the intangibles wеге materially the same. This is because of the impairment test date and acquisition 
date being only 23 days арагt. Any increase in the discount гаtе ог decrease in the ргоЬаЬіІіtу of success 
of projects stated above would result in an impairment. 

14 Subsidiaries 

The principal subsidiaries of Midatech Pharma рІс, аІІ of which аге 100% owned and have been 
included in these financial statements in accordance with the details set out in the basis of preparation 
and basis of consolidation note 1, аге as follows: 

Name 
Midatech Limited 
Midatech Biogune SL 
Midatech Andalucia SL 
Сuга Vaccines Limited 
PharMida AG 
Midatech Pharma (Wales) Limited 
Q Chip BV 
OpsiRx Pharmaceuticals Limited 
OpsiRx Holdings Limited 

Country of 
incorporation 
United Kingdom 
Spain 
Spain 
United Kingdom 
Switzerland 
United Kingdom 
Netherlands 
United Kingdom 
United Kingdom 
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Nature of 
Business 
Trading company 
Trading company 
Dormant 
Dormant 
Trading company 
Trading company 
Trading company 
Non-trading company 
Non-trading company 

Notes 

(а) 
(с) 
(Ь) 



Midatech Pharma рІс 

Notes forming part of the financial statements 
for the year ended 31 December 2014 

14 Subsidiaries (continued) 

Notes: 

(а) PharMida AG is due to become dormaпt from July 2015. 
(Ь) Q Chip BV is due to become dormaпt from July 2015. 
(с) Q Chip Limited was reпamed Midatech Pharma (Wales) Limited оп 23 Jaпuary 2015. 

15 Joint arrangements 

Name 
Syпtara LLC 

MidaSol 
Therapeutics GP 

Country of 
incorporation 
Uпited States of 
America 
Сауmап lslaпds 

Nature of business 
Research апd developmeпt рагtпег 

Research апd developmeпt рагtпег 

Туре of arrangement 
Joiпt veпture 

Joiпt operation 

The Group has а 50% (2013: 50%) iпterest іп two joiпt arraпgemeпts: Syпtara LLC апd MidaSol 
Therapeutics. The primary activity of these joiпt arraпgemeпts is to provide the partпers with 
collaborative research апd developmeпt оп drug delivery systems іп the market, which is іп Ііпе with the 
Group's strategy to develop а safe апd effective drug delivery system. 

Syпtara LLC is а поп-tгаdіпg joiпt veпture where the group has joiпt сопtгоІ over the separate legal 
eпtity. The group equity accouпts for its iпterests іп this arraпgemeпt; the results аге immaterial to the 
fіпапсіаІ statemeпts. 

MidaSol Therapeutics has а separate legal eпtity however по costs ог reveпues pass through it. The 
Group апd its collaborative partпer іпсuг costs іп respect of research of developmeпt апd periodically 
agree оп а coпtributioп from either side to eпsure that both parties have iпcurred 50% of the total costs. 
Coпtributioпs from their research рагtпег аге пetted agaiпst the costs to which they relate withiп 
research апd developmeпt апd the arraпgemeпt is accouпted for as а joiпt орегаtіоп. 

Research апd developmeпt spend оп MidaSol Therapeutics 
Уеаг-епd receivable due from joiпt operatioп рагtпег 

16 Trade and other receivables 

Trade receivables 

Prepaymeпts 

Other receivables 

Total trade and other receivables 

Less: пoп-curreпt рогtіоп (гепtаІ deposit апd Ьопd) 

Сuггепt рогtіоп 
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2014 

Е'ООО 

248 

2014 

Е'ООО 

189 

49 
649 

887 

(425) 

462 

2013 

Е'ООО 

542 
146 

2013 

Е'ООО 

160 

68 

1,060 

1,288 

(379) 

909 
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16 Trade and other receivables (continued) 

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. 

Book values approximate to fair value at 31 December 2014 and 2013. 

17 Cash and cash equivalents notes 

18 

Cash at bank available on demand 

Trade and other payables 

Current 

Trade payables 
Other payables 
Accruals 

Total financial liabilities, excluding loans and borrowings, 
classified as financial liabilities measured at amortised cost 

Тах and social security 
Deferred revenue 

Total trade and other payables 

Book values approximate to fair value at 31 December 2014 and 2013. 

2014 

Є'ООО 

30,325 

2014 
Є'ООО 

981 
177 
732 

1,890 

274 
177 

2,341 

2013 

Є'ООО 

2,387 

2013 
Є'ООО 

522 
177 

58 

757 

78 
212 

1,047 

АІІ current trade and other payables are рауаЬІе within 3 months of the period end date shown above. 

Government grants іп ИК 

Midatech received development grant funding from the European Commission of f:0.15m on 18 August 
2014 and L0.07m on 16 December 2014 under the Health Cooperation Work Programme of the 7th 
Framework Programme ofwhich f:0.15m (2013: L0.21m) is recorded as deferred revenue at 31 
December 2014. The collaborative project supported Ьу this grant is part of the EE-ASI European 
Research network. 
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18 Trade and other payables (continued) 

Government grantslloans іп Spain 

Five tranches of government loans have been received in Midatech Biogune SL fог the finance of 
research, technical innovation and the construction of their ІаЬогаtогу. The loans аге term loans which 
саггу an interest гаtе of 0%, they аге герауаЬІе оvег periods through to 2022. The loans саггу default 
interest rates in the event of scheduled repayments not being met. The loans аге discounted at а 
market гаtе of interest with the credit being classified as а 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 19 as borrowings, the gross 
contractual repayment of the loans is disclosed in note 20. 

19 Loans and borrowings 

Current 
Bankloans 
Finance lease 
Government and research loans 
Preference share dividends рауаЬІе 

Total 

Non-current 
Bank loans 
Government and research loans 
Preference shares 
Finance lease 

Total 

Book values approximate to fаіг value at 31 December 2014 and 2013. 

2014 
Е'ООО 

9 
37 

445 

491 

31 
1,457 

1,488 

2013 
Е'ООО 

47 
138 

1,063 

1,248 

1,006 
1,075 

38 

2,119 

Obligations under finance leases аге secured Ьу а fixed charge оvег the fixed assets to which they 
геІаtе. 

The Group had по undrawn committed borrowing facilities at any уеаг end. 
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20 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 

ln common with аІІ other busir:iesses, 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. 

Principal financia/ instruments 

The principal financial instruments used Ьу 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 

А summary of the financial instruments held Ьу category is provided below: 

Financial assets - loans and receivables 

2014 2013 
Є'ООО Є'ООО 

Cash and cash equivalents 30,325 2,387 
Trade receivables 189 160 
Other receivables 649 1,060 

Total financial assets 31 ,163 3,607 

Financial liabilities - amortised cost 

2014 2013 
Є'ООО Є'ООО 

Trade payables 981 522 
Other payables 177 177 
Accruals 732 58 
Loans and borrowings 1,979 3,367 

Total financial liabilities - amortised cost 3,869 4,124 
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20 Financial instruments - risk management (continued) 

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. 

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 а development partner or а counterparty to а 
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 Ье 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 16." 

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 іп bank 

The Group is continually reviewing the credit risk associated with holding money on deposit in banks 
and seeks to mitigate this risk Ьу holding deposits with banks with high credit status. 

Fair va/ue 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. 

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 on their variable rate loans. 

The Group's exposure to fair value interest rate risk is also considered to Ье immaterial. 
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20 Financial instruments - risk management (continued) 

Foreign exchange risk 

Foreign exchange ri5k ari5e5 becau5e the Group ha5 а material operation located in ВіІЬао, Spain, 
who5e functional currency і5 not the 5ame а5 the functional currency of the Group. The Group'5 net 
a55et5 ari5ing from 5uch over5ea5 operation5 are expo5ed to currency ri5k re5ulting in gain5 or Іо55е5 
on retran51ation into 5terling. Given the level5 of materiality, the Group doe5 not hedge it5 net 
inve5tment5 in over5ea5 operation5 а5 the co5t of doing 50 і5 di5proportionate to the expo5ure. 

Foreign exchange ri5k аІ5о ari5e5 when individual Group entitie5 enter into tran5action5 denominated 
in а currency other than their functional currency; the Group'5 tran5action5 out5ide the UK to the US 
and Europe drive foreign exchange movement5 where 5upplier5 invoice in currency other than 5terling. 
The5e tran5action5 are not hedged becau5e the co5t of doing 50 і5 di5proportionate to the ri5k. 

А5 of 31 December 2014 and 2013, the Group'5 expo5ure to foreign exchange ri5k wa5 not material. 

Liquidity risk 

Liquidity ri5k ari5e5 from the Group'5 management of working capital. lt і5 the ri5k that the Group will 
encounter difficulty in meeting it5 financial obligations as they fall due. 

lt is the Group'5 aim to 5ettle balances as they become due. 

The Group'5 current financial position following the ІРО і5 5uch that the Board does not con5ider there 
to Ье а short term liquidity risk however the Board will continue to monitor long term cash projection5 in 
light of the development plan and will con5ider rai5ing funds as required to fund long term development 
projects. Development expenditure сап Ье curtailed as necessary to pre5erve liquidity. 
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Financial instruments - risk management (continued) 

The followiпg table sets out the coпtractual maturities (represeпtiпg uпdiscouпted coпtractual cash-
flows) of fіпапсіаІ liabilities: 

Between Between Between 
Up to 3 3 and 12 1and2 2 and 5 Over 
months months years years 5 years 

2014 Е'ООО Е'ООО Е'ООО Е'ООО Е'ООО 

Trade апd other payables 1,890 
Вапk Іоапs 2 7 9 24 
Fіпапсе leases 11 27 
Goverпmeпt research Іоапs 485 207 891 351 

Total 1,903 519 216 915 351 

Between Between Between 
Upto 3 3 and 12 1and2 2and 5 Over 
Months months years years 5 years 

2013 Е'ООО Е'ООО Е'ООО Е'ООО Е'ООО 

Trade апd other payables 757 
Fіпапсе leases 12 35 38 
Goverпmeпt research Іоапs 159 169 535 445 
Prefereпce shares 1,075 
Prefereпce share divideпds 1,063 
рауаЬІе 

Total 1,832 194 207 535 1,520 

More details іп regard to the Ііпе items are iпcluded іп the respective пotes: 

• Trade апd payables - поtе 18 
• Loaпs апd borrowiпgs - поtе 19 

Capital risk management 

The Group moпitors capital which comprises аІІ compoпeпts of equity (і.е. share capital, share 
premium, foreigп exchaпge reserve апd retaiпed deficit). 

The Group's objectives wheп mаіпtаіпіпg capital are: 

• to safeguard the eпtity's ability to сопtіпuе as а goiпg сопсеrп, апd 
• to have sufficieпt resource to take developmeпt projects forward towards commercialisatioп. 

The Group coпtiпues to iпcur substaпtial operatiпg expeпses. Uпtil the Group geпerates positive пеt 
cash iпflows from the commercialisatioп of its products it remaiпs depeпdeпt uроп additioпal fuпdiпg 
through the іпjесtіоп of equity capital апd goverпmeпt fuпdiпg. The Group may поt Ье аЬІе to 
geпerate positive пеt cash iпflows іп the future or to attract such additioпal required fuпdiпg at аІІ, or 
оп suitable terms. Іп such circumstaпces the developmeпt programmes may Ье delayed or сапсеІІеd 
апd busiпess operatioпs cut back. 

The Group seeks to reduce this risk Ьу keepiпg а tight coпtrol оп expeпditure, avoidiпg loпg-term 
supplier coпtracts (other thaп сІіпісаІ trials), prioritisiпg developmeпt speпd оп products closest to 
poteпtial reveпue geпeratioп, оЬtаіпіпg goverпmeпt graпts (where аррІісаЬІе), mаіпtаіпіпg а focused 
portfolio of products uпder developmeпt апd keepiпg shareholders iпformed of progress. 
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Deferred tax is calculated in full on temporary differences under the liability method using а tax rate of 
20%. 

The movement on the deferred tax account is as shown below: 

Liability at 1 January 2014 
Arising on business combination 

Liability at 31 December 2014 

2014 
['000 

(2,820) 

(2,820) 

А deferred tax liability has arisen due to deferred tax on intangible assets acquired during the period. 
The intangible assets have not been amortised as they are not yet in use, consequently no credit has 
been recognised in the income statement. 

Unused tax losses carried forward, subject to agreement with ІосаІ tax authorities, were as follows: 

31 Decem.ber 2013 
31 December 2014 

Gross losses Unrecognised 
deferred tax 

Е'ООО Е'ООО 

13,004 
25,047 

2,601 
5,019 

А deferred tax asset has not been provided in these accounts due to uncertainty as to the whether the 
asset would Ье recovered. 
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Share capital 
2014 2014 2013 2013 

Authorised - c/assified as equity Number є Number є 

Ordinary shares of 0.01 р each 11,940,981 1,194 
С preference shares of 0.01 р each 565,064 57 
Ordinary shares of О.005р each 37,059,013 1,853 
Deferred shares of Е1 each 1,000,001 1,000,001 

Total 1,001,854 1,251 

2014 2014 2013 2013 
Authorised - classified as liabilities Number є Number є 

А 7.5% preference shares of Е1 each 1,000,000 1,000,000 
В 15% preference shares of Е1 each 75,000 75,000 

Total 1,075,000 

2014 2014 2013 2013 
Allotted and ful/y paid - c/assified as Number є Number є 
equity 

At 1 January 
Ordinary shares of О.005р each 27,794,258 1,390 2,889,229 289 
Deferred shares of Е1 each 1,000,001 1,000,001 
С preference shares of 0.01 р each 565,064 57 

Total 1,001,391 346 

2014 2014 2013 2013 
Allotted and ful/y paid ир - classified Number є Number є 

as liabilities 

А 7.5% preference shares of Е1 each 1,000,000 1,000,000 
В 15% preference shares of Е1 each 75,000 75,000 

Total 1,075,000 

Rights attaching to the shares prior to the incorporation of Midatech Pharma рІс 

Shares classified as equity 
The holders of ordinary shares and С preference shares in the capital of the Company had the following 
rights and ranked рагі passu with one another: 

(а) to receive notice of, to attend and to vote at аІІ general meetings of the Company, in which 
case shareholders shall have one vote for each share of which they аге the holder. 

(Ь) to receive such dividend as is declared Ьу the Board оп each share held; and 
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22 Share capital (continued) 

Іп the eveпt of а distributioп of assets, the capital return would Ье distributed as follows: 

і. С ргеfегепсе shareholders to receive огіgіпаІ issue ргісе; 
іі. А and В ргеfегепсе shareholders to receive an agreed amouпt рег share as set out іп the 

Company's Articles; and 
ііі. С ргеfегепсе апd ordinary shareholders to receive remaining capital апd гапk рагі passu. 

Огdіпагу апd С ргеfегепсе shares were recorded as equity. 

Shares classified as liabi/ities 
The А апd В prefereпce shares have а nomiпal value of f:1 апd have right to а fixed cumulative, 
prefereпtial divideпd at а rate of 7.5% апd 15% respectively, divideпds ceased to accrue from 28 
October 201 З. Accrued divideпds raпked equally amoпgst А апd В preference shares апd were 
compouпded at the епd of each period. Prefereпce divideпds are raпked before апу other class of 
share. The prefereпce divideпds did поt coпfer апу further rights to participatioп in the profits or assets 
of the Соmрапу. The prefereпce shares опІу became redeemable оп а listiпg or chaпge of coпtrol. 
Prefereпce shareholders were eпtitled to atteпd апd speak at geпeral meetings of the Соmрапу but did 
not have the right of а vote. 

А and В prefereпce shares were categorised as liabilities апd held at amortised cost until the right to а 
fixed divideпd ceased to accrue. 

Rights attaching to the shares following the incorporation of Midatech Pharma ріс 

Shares c/assified as equity 
The holders of ordiпary shares іп the capital of the Company have the followiпg rights: 

(а) to receive поtісе of, to atteпd апd to vote at аІІ general meetiпgs of the Соmрапу, іп which 
case shareholders shall have опе vote for each share of which he is the holder. 

(Ь) to receive such divideпd as is declared Ьу the Board оп each share held. 

The holders of Deferred Shares іп the capital of the Соmрапу: 

(а) shall поt Ье eпtitled to receive поtісе of or to attend or speak at апу geпeral meetiпg of the 
Company or to vote on апу resolutioп to Ье proposed at апу general meetiпg of the 
Company; 

(Ь) shall поt Ье eпtitled to receive апу divideпd or other distributioп of out of the profits of the 
Соmрапу. 

Іп the eveпt of а distributioп of assets, the Deferred shareholders shall гесеіvе the поmіпаІ amouпt paid 
up оп such share after the holder of each ordiпary share shall have received (in cash or specie) the 
amouпt paid up or credited as paid up оп such ordiпary share together with ап additioпal paymeпt of 
f:1 ОО per share. The соmрапу has the authority to purchase the Deferred Shares апd may require the 
holder of the Deferred Shares to sell them for а ргісе поt exceediпg 1 р for аІІ the Deferred Shares. 

Ordiпary апd deferred shares are recorded as equity. 
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22 Share Capital (continued) 

А в с 
Ordinary Preference Preference Preference Share Total 

Date of lssue Туре of Share lssue Shares Shares Shares Shares Price consideration 
Number Number Number Number є Є'ООО 

2013 
As at 1 January 201 З Brought forward 2,457,493 1,000,000 75,000 
11 February 201 З Convertible loan 234, 196 8.38 1,963 
21 February 201 З Subscription option 16,489 13.70 226 
27 February 201 З Subscription option 133,808 8.38 1,120 
ЗО April 201 З Subscription option 5,474 13.70 75 
10 Мау 201 З 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 201 З Subscription option 2,857 17.50 50 
08 August 201 З Subscription option 1,428 17.50 25 
26 September 2013 Subscription option 3,000 17.50 53 
27 September 201 З Subscription option 3,000 17.50 53 
05 December 201 З Convertible 144,552 8.95 1,294 
05 December 201 З Share issue 420,512 8.81 3,705 

Total 2013 2,889,229 1,000,000 75,000 565,064 9,093 
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22 Share Capital (continued) 

А в с 
Ordinary Preference Preference Preference Deferred Share Total 

Date of lssue Туре of Share lssue Shares Shares Shares Shares Shares Price consideration 
Number Number Number Number Number Е Е'ООО 

2014 
As at 1 January 2014 2,889,229 1,000,000 75,000 565,064 9,093 

30 January 2014 Equalisation round 39,853 
19 АргіІ 2014 Subscription option 244,881 0.15 37 
13 June 2014 Subscription option 8,250 0.15 1 
4 September 2014 Rights issue 105,314 511,738 5.13 3,165 
12 September 2014 Share redemption (75,000) 

Total pre-share for share exchange -
Midatech Limited 3,287,527 1,000,000 1,076,802 12,296 

12 September 2014 Subscriber share - Midatech Pharma рІс 1.0000 
13 November 2014 Share fог share exchange 3,287,527 1,000,000 1,076,802 
13 November 2014 Sub-division of subscriber share 9,999 0.0001 
28 November 2014 Warrant exchange share issue 628,356 0.0001 
28 November 2014 Share conversion (10,000) 
28 November 2014 Share conversion 1,076,802 (1,076,802) 

Total ordinary shares pre-subdivision 4,992,685 

28 November 2014 Share sub division 9,985,370 
8 December 2014 Share issue оп acquisition of Q Chip Limited 5,077,122 2.67 
8 December 2014 Public offering 11,985,019 2.67 32,000 
8 December 2014 Share conversion 746,747 (1,000,000) 1,000,000 

27,794,258 1,000,001 32,000 
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22 Share Capital (continued) 

The followiпg chaпges іп the share capital of the Соmрапу, апd its coпstitutioп, have takeп рІасе betweeп 
the date of the Compaпy's iпcorporatioп апd the date of this documeпt: 

(а) The Соmрапу was iпcorporated оп 12 September 2014 with а share capital of 1 ordiпary share of f:1 
апd was re-registered as а public limited соmрапу оп 27 November 2014 with the паmе "Midatech 
Pharma рІс". 

(Ь) Оп 13 November 2014, pursuaпt to а writteп ordiпary апd special resolutioпs of the Compaпy's sole 
member the 1 ordiпary share of f:1 was subdivided іпtо 10,000 ordiпary shares of 0.01 репсе each 
(the "Subscriber Shares"); 

(с) Оп 13 November 2014 pursuaпt to а Share Exchaпge Agreemeпt executed with the members of 
Midatech Limited, the followiпg relevaпt securities іп the capital of the Соmрапу were allotted, 
mirroriпg the share capital of Midatech Limited: 3,287,528 ordiпary shares of 0.01 репсе each, 
1,000,000 А prefereпce shares of f:1 each апd 1,076,802 С prefereпce shares of 0.01 репсе each. 

(d) Оп 28 November 2014 the Соmрапу allotted 628,356 ordiпary shares of 0.01 репсе each to holders 
of warraпts to subscribe for shares іп Midatech Limited. 

(е) Оп 28 November 2014 the 1,076,802 С prefereпce shares of 0.01 репсе each (Ьеіпg аІІ such class 
of shares іп issue) were coпverted іпtо 1,076,802 ordiпary shares of 0.01 р each апd the Subscriber 
Shares referred to іп paragraph (Ь) above were coпverted іпtо опе Deferred Share. 

(f) Оп 28 November 2014 а writteп ordiпary resolutioп of the Compaпy's members was passed 
whereby each of the ordiпary shares іп the capital of the Соmрапу was sub-divided іпtо two ordiпary 
shares of 0.005 репсе each. 

(g) Оп 8 December 2014 pursuaпt to а Sale апd Purchase Agreemeпt executed with the members of Q 
Chip Limited (поw Midatech Pharma (Wales) Limited) 5,077, 122 ordiпary shares of 0.005 репсе 
each were issued to the shareholders of Q Chip Limited іп coпsideratioп for the acquisitioп of the 
eпtire issued share capital of that соmрапу. А further 299,624 Deferred Shares were also issued 
which may Ье coпverted іпtо ordiпary shares up to ЗО Juпe 2016 subject to there поt Ьеіпg апу 
successful warraпty claims agaiпst the sellers of Q Chip Limited. 

(h) Оп 8 December 2014 11,985,019 Ordiпary Shares of 0.005 репсе each were issued to subscribers 
іп the іпіtіаІ public offeriпg of the Соmрапу апd its admissioп to АІМ. 

(і) Оп 8 December 2014 the 1,000,000 А Prefereпce Shares of f:1 each plus accrued iпterest liabilities 
were settled Ьу the issue of 746,747 Ordiпary Shares of 0.005 репсе each. 

(j) Followiпg the above settlemeпt the 1,000,000 А Prefereпce shares of f:1 each were coпverted іпtо 
1,000,000 Deferred Shares of f:1 each carryiпg the rights set out above. 

23 Reserves 

The followiпg describes the пature апd purpose of each reserve withiп equity: 

Reserve 

Share premium 

Merger reserve 

Shares to Ье issued 

Foreigп exchaпge reserve 

Description and purpose 

Amouпt subscribed for share capital іп excess of поmіпаІ 
value. 

Represeпts the differeпce betweeп the fair value апd 
поmіпаІ value of shares issued оп the acquisitioп of 
subsidiary compaпies where the соmрапу has elected to 
take advaпtage of merger relief апd the share premium of 
Midatech Limited prior to the merger as set out іп поtе 1. 

Shares for which coпsideratioп has Ьееп received but 
which are поt yet issued апd which form part of 
coпsideratioп іп а busiпess соmЬіпаtіоп. 

Gaiпs/losses arisiпg оп retraпslatiпg the пеt assets of 
overseas operatioпs іпtо sterliпg. 
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Retained deficit АІІ other net gains and losses and transactions with owners 
(e.g. dividends) not recognised elsewhere. 

24 Leases 

The Group had commitments under non-cancellable operating leases as set out below: 

2014 

Land and 
buildings 

Е'ООО 

Other 
Е'ООО 

ln one year or less 
Between one and five years 

150 
159 

309 

79 

79 

2013 

Land and 
Buildings 

Е'ООО 

Other 
Е'ООО 

ln one year or less 
Between one and five years 

48 
50 

67 
56 

98 123 

25 Retirement benefits 

The Group operates а defined contribution pension scheme for the benefit of its employees. The assets 
of the scheme are administered Ьу trustees in funds independent from those of the Group. The pension 
costs charged for each year are listed below: 

Defined contribution pension scheme 

26 Share-based payment 

Share Options 

2014 
Е'ООО 

169 

2013 
Е'ООО 

177 

The Group has issued options over ordinary shares under the Midatech Limited 2008 unapproved 
share option scheme and Midatech Limited 2013 approved Enterprise lncentive scheme. Exercise of an 
option is subject to continued employment. 

The Directors have valued the options using an 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. The options are held over shares in Midatech Limited, the former parent, however 
the Company is in the process of reissuing these options into options over shares in Midatech Pharma 
рІс, this will complete in 2015. 
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Share-based payment (continued) 

Details of аІІ share options granted under the Midatech Limited schemes are set out below: 

Date of grant At 1 January Granted Exercised Forfeited At 31 
2014 in 2014 in 2014 in 2014 December 

2014 

З1 December 2008 44,622 (18,500) 26,122 
З1 December 2008 15,500 15,500 
1 September 2009 12,500 (12,500) 
1 З November 2009 25,000 (25,000) 
1 April 2010 25, 11 о 25, 11 о 
20 August 201 О 59,666 59,666 
1 З September 2011 з.ооо з.ооо 

20 April 2012 47,796 (12,000) З5,796 

1 Мау 201З 100,000 (100,000) 
З April 2014 4З,ООО (16,500) 26,500 
9 Мау 2014 200,000 200,000 
ЗО June 2014 880,000 880,000 
11 July 2014 11,000 11,000 

333,194 1,134,000 (16,500) (168,000) 1,282,694 

Options exercisable at З1 December 2014 
Weighted average exercise price of outstanding options at З1 December 2014 
Weighted average exercise price of options forfeited in 2014 
Weighted average exercise ргісе of options granted in 2014 
Weighted average remaining contractual life of outstanding options at З1 December 2014 

Date of grant At 1 January Granted Exercised Forfeited 
2013 in 2013 in 2013 in 2013 

З1 December 2008 46,222 (1,600) 
З1 December 2008 15,500 
25 March 2009 25,000 (25,000) 
1 September 2009 12,500 
1 З November 2009 25,000 
1 April 2010 25,110 
20 August 201 О 59,666 
1 З September 2011 з.ооо 

20 April 2012 47,796 
1 Мау 201З 100,000 

259,794 100,000 (26,600) 

Options exercisable at З1 December 201З 
Weighted average exercise price of outstanding options at З1 December 201 З 
Weighted average exercise price of options forfeited in 201 З 
Weighted average exercise price of options granted in 201 З 

At 31 
December 

2013 

44,622 
15,500 

12,500 
25,000 
25,110 
59,666 
з.ооо 

47,796 
100,000 

333,194 

Weighted average remaining contractual life of outstanding options at З1 December 201 З 
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Exercise 
Price 

f:1.425 
ЕЗ.985 

ЕЗ.985 

Е4.ОО 

Е4.ОО 

Е4.19 

Е4.19 

Е4.19 

Е6.85 

ЕО.075 

f:0.075 
f:0.075 
ЕО.075 

125,847 
ЕО.54 

f:5.4З 

ЕО.08 

8.5 years 

Exercise 
Price 

Е1 .425 
ЕЗ.985 

ЕЗ.985 

ЕЗ.985 

Е4.ОО 

Е4.19 

Е4.19 

Е4.19 

Е4.19 

f:6.85 

148,528 
Е4.57 

ЕЗ.8З 

Е6.85 

6.0 years 
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26 Share-based payment (continued) 

Optioпs graпted іп 2014 relate to the Midatech Limited 2013 approved Eпterprise Іпсепtіvе scheme. АІІ 
others relate to the Midatech Limited 2008 uпapproved share орtіоп scheme. 201 З comparative figures 
have Ьееп restated to reflect the share split discussed іп поtе 20 part (f) above. 

Оп 1 З November 2009 subscriptioп optioпs over 12,500 ordiпary shares exercisable over а 5 уеаг 
period were issued at ап exercise price of Е8.ОО рег share. Оп 5 December 201 З the ехрігу date of 
part of this орtіоп over 9,375 ordiпary shares was exteпded to 1 З November 2019. 

Оп 15 June 2010 ап орtіоп to subscribe for up to 133,808 ordiпary shares was issued over а З year 
period. The орtіоп was exercised іп full оп 27 February 201 З for а cash coпsideratioп of Е1, 121,311. 

Uроп the issuaпce of coпvertible Іоап пotes оп 20 August 2010, subscriptioп optioпs over 1,282,81 З 
ordiпary shares were issued as follows: 

• ·А subscriptioп орtіоп of 29,833 ordiпary shares exercisable over 5 years at ап exercise price of 
Е8.38 per share. Оп 5 December 201 З the ехрігу date of part of this орtіоп over 20,883 ordiпary 
shares was exteпded to 20 August 2020. 

• А subscriptioп орtіоп of up to а maximum of 417,660 ordiпary shares exercisable over 6 moпths 
from 19 December 201 О at ап exercise price of Е8.38 рег share. Оп 19 Juпe 2011, pursuaпt to the 
exercise of this орtіоп, 251,635 ordiпary shares of 0.01 р each were issued for а cash coпsideratioп 
of Е2.1 million. 

• Two subscription optioпs of up to а maximum of 417,660 ordinary shares each at ап exercise price 
of Е8.38 per share exercisable оп а "follow оп" basis to match апу exercise of the above орtіоп. 
Followiпg the exercise of the above орtіоп, the two optioпs of 251,635 ordiпary shares each were 
to Ье exercised Ьу 19 December 2011. Оп 5 December 2011, 119,332 optioпs were exercised апd 
the геmаіпіпg optioпs over 383,938 shares were exercised оп 19 December 2011. 

• Оп 29 October 2012 the Соmрапу issued subscriptioп optioпs over 119,332 ordiпary shares at ап 
exercise price of Е8.38 per share and over 182,482 ordiпary shares at ап exercise price of Е1З.70 
рег share. Both optioпs were valid until ЗО Juпe 2013. Оп 31 Jaпuary 2013 optioпs over 16,489 
ordiпary shares were exercised for ап aggregate cash coпsideratioп of Е225,899. 

27 Capital commitments 

The Group had по capital commitmeпts at 31 December 2014 апd 31 December 2013. 

28 Related party transactions 

Details of Directors' remuneratioп аге giveп оп page 18 апd іп поtе 6. 

Transactions with Monosol RX, LLC 

The Directors consider МопоsоІ RX, LLC to Ье а related party Ьу virtue of the fact that Monosol RX, LLC is 
а shareholder of the соmрапу апd аге а collaborative partпer іп the MidaSol Therapeutics joiпt орегаtіоп. 

Duriпg the period Midatech Limited received from МопоsоІ RX, LLC Е272,91 О (201 З: Е541,612) for 
research services. 

29 Contingent liabilities 

The Group had по сопtіпgепt liabilities at 31 December 2014 ог 31 December 201 З. 

30 Ultimate controlling party 

The Directors do поt coпsider that there is ап ultimate сопtгоІІіпg party. 
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Fixed assets 
lпvestmeпts 

Current assets 
Debtors 
Cash at Ьапk 

Midatech Pharma рІс 

Company balance sheet 
at 31 December 2014 

Creditors: amounts due falling due within one year 

Net current assets 

Total assets less current liabilities 

Capital and reserves 
Share capital 
Share premium accouпt 
Profit апd loss accouпt 

Note 

3 

4 

5 

7 
8 
8 

2014 
Е'ООО 

1,051 
29,599 

30,650 

(236) 

2014 
Е'ООО 

1,001 

1,001 

30,414 

31 ,415 

1,001 
31 ,643 
(1,229) 

Total equity attributable to owners of the parent company 31 ,415 

The fіпапсіаІ statemeпts оп pages 68 to 70 were approved апd authorised for issue Ьу the Board of 

°"іЕ 2015 and were signed оп its behalf Ьу: 

Finance Director 

The пotes оп pages 68 to 70 form part of these fіпапсіаІ statemeпts. 
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1 Accounting policies 

Basis of preparation 

The pareпt соmрапу fіпапсіаІ statemeпts have Ьееп prepared uпder the historical cost сопvепtіоп апd 
іп accordaпce with UK GAAP. 

lnvestments іп subsidiaries 

lпvestmeпts іп subsidiaries are carried at cost less апу prov1sюп for losses ar1s1пg оп 
impairmeпt. Іп relatioп to acquisitioпs, where advaпtage сап Ье takeп of the merger relief 
rules, shares issued as coпsideratioп for acquisitioпs are accouпted for at поmіпаІ value. 

Taxation 

Curreпt tax, iпcludiпg UK corporatioп tax is provided at amouпts expected to Ье paid (or recovered) 
usiпg the tax rates апd laws that have Ьееп eпacted or substaпtively eпacted Ьу the ЬаІапсе sheet 
date. 

А deferred tax asset іп respect of uпutilised tax losses has поt Ьееп recogпised оп the basis that the 
future есопоmіс beпefit was поt certaiп. 

Going concern 

Accouпtiпg staпdards require the Directors to coпsider the appropriateпess of the goiпg сопсеrп basis 
wheп prepariпg the fіпапсіаІ statemeпts. The Directors are of the оріпіоп that they coпsider the goiпg 
сопсегп basis will remaiп appropriate. The Directors have takeп поtісе of the FіпапсіаІ Reportiпg 
СоuпсіІ guidaпce 'Goiпg Сопсеrп апd Liquidity Risk: Guidaпce for Directors of UK Compaпies 2010' 
which requires the reasoпs for this decisioп to Ье ехрІаіпеd. The Directors regard the goiпg сопсеrп 
basis as remaiпiпg appropriate as the Group has adequate resources to сопtіпuе іп operatioпal 
existeпce for the foreseeable future. Thus the Directors сопtіпuе to adopt the goiпg сопсеrп basis of 
accouпtiпg іп prepariпg the аппuаІ fіпапсіаІ statemeпts. 

2 Loss attributable to shareholders 

Uпder Sectioп 408 of the Compaпies Act 2006 the Соmрапу is exempt from the requiremeпt to preseпt 
its оwп profit апd loss accouпt. The loss for the fіпапсіаІ period, of the holdiпg Соmрапу, as approved 
Ьу the Board, was f1 .23m. 

2014 
З lnvestments 

Е'ООО 

Additioпs 1,001 

Total iпvestmeпts at 31 December 1,001 
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З lnvestments (continued) 

At 31 December 2014 the Company held share capital in the following subsidiaries and joint 
arrangements: 

Name Country of 
incorporation 

Midatech Pharma Wales Limited United Kingdom 
Midatech Limited United Kingdom 
Q Chip BV Netherlands 
OpsiRx Pharmaceuticals Limited United Kingdom 
OpsiRx Holdings Limited United Kingdom 
Midatech Biogune SL Spain 
Midatech Andalucia SL Spain 
Cura Vaccines Limited United Kingdom 
PharMida AG Switzerland 
MidaSol Therapeutics GP Cayman lslands 
Syntara LLC United States 

(а) АІІ 100% owned via Midatech Pharma Wales Limited 
(Ь) АІІ 100% owned via Midatech Limited 
(с) Joint venture, with 50% owned Ьу Midatech Limited 

Nature of 
business 
Trading company 
Trading company 
Trading company 
Non-trading company 
Non-trading company 
Trading company 
Dormant 
Dormant 
Trading 
Trading 
Dormant 

Note: Q Chip BV and PharMida AG are due to become dormant from July 2015 

4 Debtors 

Amounts due from group companies 
Other debtors 

5 Creditors: amounts due falling due within опе year 

Trade creditors 
Amounts due to group companies 
Accruals 
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Proportion 
held 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
50% 
50% 

Notes 

(а) 
(а) 
(а) 
(Ь) 
(Ь) 
(Ь) 
(Ь) 
(с) 

(с) 

2014 
Е'ООО 

1,035 
16 

1,051 

2014 
Е'ООО 

92 
130 

14 
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Midatech Pharma рІс 

Notes forming part of the company financial statements 
for the year ended 31 December 2014 

Share capital 
2014 

Authorised Number 

Ordiпary shares of О.005р each 37,059,013 
Deferred shares of f:1 each 1,000,001 

Total 

2014 
Allotted and ful/y paid Number 

Ordiпary shares of О.005р each 27,794,260 
Deferred shares of f:1 each 1,000,001 

Total 

2014 
Е'ООО 

2 
1,000 

1,002 

2014 
Е'ООО 

1 
1,000 

1,001 

Details of shares issued Ьу the Соmрапу іп the year are giveп іп поtе 22 to the Group fіпапсіаІ 

statemeпts. 

8 Reserves 

Share Premium Profit and 
Account Loss Account 
Е'ООО Е'ООО 

Retaiпed loss for the year (1,229) 

Shares issued duriпg the year 32,994 

Costs of share issues (1,351) 

At 31 December 2014 31,643 (1,229) 

9 Capital commitments 

The Соmрапу had по capital commitmeпts at 31 December 2014. 

10 Contingent liabilities 

The Соmрапу had по сопtіпgепt liabilities at 31 December 2014. 

11 Related party transactions 
The Соmрапу has takeп advaпtage of the exemptioп coпferred Ьу FіпапсіаІ Reportiпg Staпdard 8 
"Related party disclosures" поt to disclose traпsactioпs with 100% owпed members of the Group 
headed Midatech Pharma рІс оп the grouпds that 100% of the votiпg rights of the Соmрапу are 
coпtrolled withiп that Group апd the Соmрапу is iпcluded іп the coпsolidated fіпапсіаІ statemeпts. 

АІІ related party traпsactioпs are disclosed uпder поtе 28 to the coпsolidated fіпапсіаІ statemeпts. 

12 Ultimate controlling party 

There is поt ап ultimate coпtrolliпg party. 
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