This document, which comprises an AIM admission document, has been drawn up in accordance with the
Public Offers of Securities Regulations 1995 as required oy the AIM Rules but does not constitue a prospectys
pursuantto such regulations. This document has been issued in connection with the application for admission
o trading on AlM of VASTox ple's issued and to be issued ordinary shares {“Ordinary Shares). If you are in
any doubt about the contents of this document you should consult g person authorised under the
Financial Services and Markets Act 2000 who specialises in advising on the acquisition of shares
and other securities.

Application has been made for all of the issued Ordinary Shares in the capital of YASTox ple {the “Company”)
immediately following the Placing to be admitted 1o trading on AlM. Itis expected that dealings in the Ordinary
Shares will commence on AWM on 14 October 2004, The Ordinary Shares are not dealt with in or o any
other recognised investment exchange and no other such applications have been made.

AIM is a market designed primarily for emerging or smaller companies to which a higher

Prospective investors should carefully consider the section enfifled “Risk Factors” in Part Il of this document
before taking any cetion,

London Stock Exchange plc has not itself examined or approved the contents of this dacument.

VASTox plc

ffncorporated and regisiered in Fngland and Wales with registered number 05 197494)

Admission to trading on AIM
and
Placingof 11,111,111 Ordinary Shares at 1 35p pershare
by
KBC Peel Hunt Ltd

KBC Peel Hunt Ltd, which is regulcted by the Financial Services Authority, is acting as the Company's
nominated adviser and broker lfor the purpose of the AIM Rules) in connection with the proposed admission of
the issued ordinary share capital of the Company to frading on AIM. lts responsibilifies as the Company's
nominated adviser and broker under the AIM Rules ara owed solely to london Stock Exchange ple and are not
owed to the Company of 1o any director of the Company or fo any other person in respect of their decision to
acquire Ordinary Shares in the Company in reliance on any part of this document. No representation or
warranty, express or implied, is made by KBC Peel Hunt Lid as to any of the contents of this document fwithout
limiting the statuiory rights of Ony person to whom this document is issued). KBC Peel Hynt ltd will not be
offering advice and will not otherwise be responsible for providing customer protections fo recipients of this
document in respect of the Placing or any acquisition of shares in e Company.

This document does not constitute an offer to sall or the scliciation of an offer to buy or subscribe for Ordinary
Shares in any jurisdiction in which such offer or solicitation is unlawfyl and, in particular, is not intended for
distribution in or Into the United States, Canada, Australia, Ireland, South Africa or japan. The Ordinary
Shares have not been and will not be registered under the United States Securities Actof 1933 the “Securities
Act’} as amended, or any siate securifies laws and, unless so registerad, may not be offered or sold except
pursuant fo an exemption from, or in a transaction not subjectto the registration requirements of, the Securifies
Act and opplicable siate securities laws. Nor have the securifies been registered under the applicable
securities laws of Canade, Australia, Ireland, South Africa or Japan. The distribution of this docurment in other
jurisdictions may be restricted by low and therefare persons into whose possession this document comes
should inform themselves about and obsernve any such restrictions. Any failure fo comply with these restrictions
may constitute a violation of the securifies law of any such jurisdiction.
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DEFINITIONS

The following definitions apply throughout this document, unless the context requires otherwise:

“Act”

"Admission”

AIM”
"AlM Rules”

"Board”
"Combined Code”

“VASTox" ar the ‘Cormpany”
“CREST”

"CRESTCo”

‘Directors”

"Group”

"KBC Peel Hunt”

"lendon Stock Exchange”
"Crdinary Shares”

"Placing”

"Placing Agreement”

“Placing Price”

"Placing Shares”

"R&D”

"Scientific Advisory Board” or
"SAR”

“Sharehalder”
UK
NCG”

the Companies Act 1985

the admission of the Ordinary Shares, currently issued and to be issued
puisuant fo the Placing, to trading on AIM becoming effeciive in
accordance with the AIM Rules

the Alternative Investment Market of the London Slock Exchange

the: rules for AIM companies and their naminated advisers as published
by the London Stock Exchange

the board of directors of the Company

the combined code on corporate governance published by the United
Kingdom Financial Reporting Councl in July 2003

VASTox ple

the compurerised setlement system operated by CRESTCo which
facilitates the transfer of fille to shares in uncertificated form

CRESTCo Limited

the: directors of the Company, whose names are sef out on page 3
the Company and VCG

KBC Peel Hunt Lid

London Stock Exchange ple

ordinary shares of 10p each in the capital of the Company

the conditional placing by KBC Peel Hunt of the Placing Shares on
behalf of and as agent for the Company pursuant to the Placing
Agreement

the conditional agreement dated 11 October 2004, between the
Company, the Direciors and KBC Peel Hunt relating to the Placing and
Admission, further details of which are set autin paragraph 10 of Part IV
of this document

135p per Placing Share

the 11,111,111 new Ordinary Shares io be pleced pursuant o the
Placing

research and development

the scientific advisory board of the Company, the members of which are
setouton pages 12 and 13 of this document

ahelder of one or more Ordinary Shares
the United Kingdom of Great Britain and Northern lreland

YASTex Chemical Genomics limited, the wholly owned subsidiary of
the Company



GLOSSARY OF TECHNICAL TERMS

The following technical terms apply throughout this document, unless the context requires otherwise:

acetylation

dysfrophin
genomics

in vivo
in sifico
IP

knockdown

knockaout

morphaline oligonucleotide
orthologue

phenotypic

RINA

fransgenics

upregulation

utrophin

the exchange of an acen! group (CH,COY in place of a hydrogen

a profein found in membranes surounding individual muscle fibres, the
deficiency of which is one of the roct causes of muscular dystrophy

the study of the structure and function of large aumbers of genes
simultaneously

in the body of a living organism
computer generated, as opposed to in vivo
intellectual property

a genefically engineered organism where one or more genes in its
chromosomes have been made inoperative

complete loss of gene activi
P g

a targeted gene knockdown methodology using nuclestide [subunits of
DINA) building blocks

groups of genes or proteins from different organisms that have the same
function

the visible properties of an organism that are produced by the inferaction
of the genes and the environment

the technique which uses long double-stranded chains of ribonucleic
acids fo interfere and thus silence the expression of target genes

the genetic modification of an organism to contain genetic malerial from
another organism

the switching on of a paricular gene leading to increased production of
a particular profein

a profein that is closely related to dystrophin



EXPECTED ISSUE STATISTICS

Placing Price per Ordinary Share

Noumber of Placing Shares

Numiber of Ordinary Shares in issue on Admission

Market capitalisation of the Company on Admission af the Flacing Price
Plocing Shares as o percentage of Ordinary Shares in issue on Admission
Gross proceeds of the Placing receivable by the Company

Nef proceeds of the Placing receivable by the Company

EXPECTED TIMETABLE OF PRINCIPAL EVENTS

Admission and dealings to commence in Ordinary Shares on AlM
Crediting of uncertificated shares to CREST accounts

Where applicable, definitive share certificales despatched by

135 pence
11,111,117
31,313,111
£472 .3 million

35.5%
£15.0 million

£14.1 million

14 Ceteber 2004
14 October 2004

21 October 2004



KEY INFORMATION

The following summary should be read in conjunction with the full text of this document from which itis derived.

The Business

The Group is a drug discovery business with extensive expertise in the use and understanding of
chemical genomics and its application to human disease.

At the heart of the business is a chemical genomics platform which offers a capability to gain a rapid,
in-depth profile of the interaction of a compound or set of compounds with druggable farget space at an
early point in the drug discovery process.

The VASTox platform aims to use high volume, high content screening using zebrafish and fruifflies to
provide a high level of predictability of the efficacy and toxicity of potential drug compounds in humans
which the Direciors believe has the potential to dramatically decrease the time and cost of drug
development,

The Group’s business can be split into two: services ond proprietary programmes.

*  The services provided by the Group may be divided info two areas: chemistry and chemical
genomics. Chemistry services may further be divided ino standard drug discovery services
Iwhich encompasses solving synthesis problems through to medicinal chemistry), and
carbohydraterelated services.

*  The Group confinues to buildup its chemical compeund fiorary of drugrike molecules upon which
to base the discovery process. It currently has wo programmes: Duchenne Musculor Dystrophy
and N-acetyltransferase being led by Professor Kay Davies and Professor Edith Sim respectively.

The Group has brought fogether o group of pre-eminent scientis's from a range of relevant disciplines.
The team has deliberately been assembled to provide a blend of human genetics, small animal model
genomics fools, pharmacolegy, high speed chemistry and in silico chemistry expertise.

The Placing and Admission to AIM

The Placing is infended to raise £15.0 million before expenses for the Company. Afler the expenses of
the Placing and Admission payable by the Company, the Placing is expected o raise £14.1 million for
the Company. KBC Peel Hunt has conditionally placed, as agent for the Company, 11,111,111 new
Ordinary Shares, representing, in aggregote, approximately 35.5 per cent. of the enlarged issued
ordinary share capital of the Company following the Placing at the Placing Price of 135 pence per new
Ordinary Share.

The Directors befieve that the proceeds from the Placing will strengthen the Group's balance sheet and
enable the Group fo accelerate its proprietary R&D, to invest in the lacilifies necessary to service larger
research contracts and to hire and retain high calibre siaff. In addition, the Admission end Placing
should raise the profile and credibility of the Group.
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Information on the Group

INTRODUCTION

The Group is a drug discovery business with extensive expertise in the use and understanding of chemical
genomics and its application to human disease. The Group ufilises this technology platform for both internal
drug discovery and the generation of revenues from pharmaceutical companies.

BACKGROUND

The two main sciences that underpin the pharmaceutical industey are chemistry and biology. The synthesis and
modification of druglike chemicals is a key to producing an eventual medicine. In addition having @
biological system to test these prior o intraduction in humans is o major challenge for the pharmaceutical
industry.

Atthe heart of the business is a chemical genomics plattorm which offers ¢ copability o gain repid, indepth
profile of the interaction of a compound or set of compounds with druggable target space ot an early point in
the drug discovery process. The dato generated by this plaftorm allows for a more judicious choice of target
and lead fo take inio the development process, thereby addressing issues of attrition rate in the discovery
phase of preclinical R&D.

Chemical genomics

Chemical genomics is the use of small molecules o perturb complex cellular pathwoys. This combination of
chemistry and biology has gained significant popularity within leading academic research insfitutions over
recent years, and scienfists from both areas of expertise recognise the benefits of such inferactions. It con take
years for biclogists alone to engineer a knockdown or knockout of particular gene in o particular animal
model. With the addition of appropriate chemicals such a gene knockdown or knockout may be achieved
virtually instantanecusly.

The Group’s Business Opportunity

Muitinational pharmaceutical companies spend in excess of US$25 billion a year on R&D and are frying o
improve the probability of getiing drugs info the marketplace. Over the fast 25 vears increasing R&D
expenditure hos not been matched by a similar increase in the number of new drugs developed. The Tufts
Centre for the Study of Drug Development has published o siudy showing that the average costof developing a
new drugin 1987 was US$231 million versus US$802 million in 2000 I costs had increased at pace with
inflation between 1987 and 2000, the comparable 1987 cost would have been US$318 miliion.

The VASTox platform aims fo use high valume, high content screening using zebrafish and fuitflies fo provide a
high leve! of predictability of the efficacy and toxicity of potentic drug compounds in humans which the
Directors believe has the potential o dramatically decrease the time and cost of drug development.

THE BUSINESS

Although VCG was formed on 14 January 2003, the scientific founders (being the current members of the
SAB! had been collaborating in chemical genomics for af least three years prior to this date. The Group's
scientific founders are at the forefront of chemical genomics in drug discovery. The Group's technology gives it
asignificant advantage compared to other entities (particularly multinational pharmaceutical companies) who
are only beginning to exploit this area. This should give the Group the opportunity to provide services and
collaborate with such companies, as well as use the technology to generale new proprietary programmes.

The Group aims ro leverage both its technology plotform and extensive network of academic and industry
contacts fo generate revenues by providing services o pharmaceufical companies, and then, in fime, migrate
revenues o licensing income and product sales. The Group's business operations are organised in such wary
that provision of services not only generates revenues but helps to build the drug discovery infrastructure of the
Group for proprietary programmes.

Services

The Group providss sewvices to phormaceuiical and bictechnology companies for o number of strategic
reasons. These include:

*  building drug discovery capabilities for proprietary programmes, thereby reducing and off sefiing costs:
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*  building relotionships with industry poriners resulling in potentially highervalue licensing and
partnership deals in the future; and

*  further developing corporate expertise in a new leading technology in o low risk manner Iwhich is paid
for by its customers).

The services provided by the Group may be divided into wo areas: chemistry and chemical genomics.
Chemisiry services may further be divided ino standard drug discovery services hwhich encompasses solving
synthesis probiems through to medicinal chemistry], and carbohydraterelated services.

Standard Drug Discovery

This has largely become a commoditised service area, butremains on integral part of the small molecule drug
iscovery process. The Group's objective in providing services in this area, is to generate shorterm revenues
and build intemal capabilities.

Carbohydrate-reloted Chemistry

Carbohydrate-based compounds have long been recognised as heving pofential as drugs because animal
cells heve numerous receptors (lectins) which only bind with sugars. However, the Directors believe that the
Group hes a worldleading position in the supply of carbohydraterelated chemistry services to the
pharmaceutical industry through Professor Steve Davies tone of the scientific founders). The Directors belisve
that this area alone potentially has significant value for the Group both in terms of service revenue and as o
source of novel chemicals for development in proprietary drug programmes.

Chemical Genormics

The Group's major focus is on its technology platform using zebrafish and fruiflies {os described below under
the heading, “The Group's Chemical Genomics Platform”). Pharmaceutical and biotechnology companies
are the target market for these services. It is the intention that Group revenues will first be generated on o
feetorservice and /or research collaboration basis. In the medium-erm, the Group intends to move revenues
to a databose-based licence model that should generafe higher margins.

Proprietary Programmes

The Directors believe that having both inhouse chemisiry and chemical genomnics capebilities allows the
Group to progress internal proprietary programmes in a costeffective manner. The Group confinues to
build-up its chemical compound library of druglike molecules upon which the discovery process can be
based, and has the biclogicel technology capabilities alfowing it o screen such molecules for particular
activity,

In addition to contributing to the VASTox chemical genomics platform, some of the founding scientists have
particular expertise in specific disease areas as set out below:

Duchenne Musculor Dystrophy {“DMD”)
Background

Muscular dystrophies are genetic disorders causing lower than normal levels of dysirophin characterised b

ysirop g g YSITOP Y
progressive muscie wasfing and weakness that begin with microscopic changes lo muscle. Muscle strength
degenerates over fime.

DMD was first described by a French neurclogist in the 1860s. The disease affects one in 3,300 boys with no
known cure. Children are usually cenfined to a wheelchair before the age of twelve and survival beyond the
age of 30 s rare. DMD currently affects about 30,000 males worldwide, No medicines have been
specitically developed for the disease. The current reaiments are symptomatic and many have poor side effect
profiles.

The Group’s programme

Professor Kay Davies [one of the scientific foundars and a member of the SAB hasbeen o leading researcher in
DMD for 22 years. She established the first physical map of the DMD gene and discovered the closely related
gene called uirophin that now forms a larget for freating the disease.
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The Group has a programme for the upregulation of uirophin in order o replace the lack of dysliophin and
hence overcome the degeneration of muscle. Professor Kay Davies has demonsirated that in mouse models of
DMD increased utrophin may be an effective biologicel technique for treating the disease. The Group has
progressed this work using its chemical genomics platftorm and demonstrated that o small molecule can
upregulate urophin and could potentially be developed into o new medicine to treat this disease. This
programme is at an early stage.

N-acetyltransferase (“NAT”)
Background

A growing problem in global healthcare s the incidence of anfibioticresistant pacteria. Acetylation is one
mechanism employed by bacteria fo evade anfibiotics and they require an enzyme 1o do so. NATs are a
family of enzymes which have been shown to be highly active in Salmonella strains and have been identified
in Mycobacterium tuperculosis, the bacteria responsible for uberculosis in humans.

The Group's programme

Professor Edith Sim [one of the scientfic founders ond a member of the SAB} determined the first
tnree-dimensional structure of the NAT enzyme thal, in its various forms, is potentially @ target for uberculosis
and other diseases. In general, enzymes form the fargets for aver 50 per cent. of the top 100 selling
medicines, and charccterising the structure of an enzyme is the first major step for small molecyle drug
discovery. The Group has discovered chemicals that disrupt NAT activity in bacteria potentially removing their
ability to evade existing antibictics and some chemicals that achieve this have anfibiotic properties of their
own. This proprietary programme is ot an earlier stage than that for DMD. The Group does not own any patent
associated with this process but anficipates that any IF not already owned may be acquired.

THE GROUP'S CHEMICAL GENOMICS PLATEFORM

The Group's chemical genamics platform encompasses a ‘screentogene’ approach, in that no assumptions
are made regarding the therapeutic target. Rather than starting with a specific disease or target in mind,
chemical libraries are probed sequentially in highconten: in vivo phenotypic screens that utilise both veriebrate
and Invertebrate organisms. The Group's chemical genomics platform utilises specifically the zebrafish in
primary screening and fruiffly in secondary screening.

Over the lastfew years, zebrafish have emerged cs the model of choice for in vivo funcliongl genomics studies
by virtue of:

- being a vertebrate;

—  hevingrapid embryogenesis fone cell 1o fully laid down body plan with organs such as heart brain, eye
and vasculature system recognisable by 24 hour post fertilisation);

= optical clarity {the embryo is ransparent as it develops such that one can observe specific
developmental events under a dissecting microscopel;

= excellent genetics and genomics {the whole zebrafish genome sequence is expected to be completed

by the end of 2005):
= high fecundity [200-300 eggs per adult female. per week; and
= ease of functional genomic studies using morpholine cligonuclectide gene knockdown techniques.

Presently, there are in excess of 1,000 developmental phenotypes characterised in zebrafish, many of which
have been closely associated with molscular pathways and specific gene disruptions. Such is the potential of
the zebrafish mode! for biomedical research, the National lnstitute of Health in the US ranks the zebrafish asthe
third most important animal after human and mouse models

For huitflies, the advaniages lie mainly in the unparalleled ability o manipulate the genome in terms of

generating fransgenics, mutations or deletions, particularly employing genessilencing techniques such as
RINAI.

Due tothe high volume, high content nature of the Group's chemical genomics platform, data is expectedio be
recorded from thousands of fruiflies and zebrafish prior fo the requirement for testing on mammals, including
humans. The data collecied will enable the drug development 1o be more focused on the biochemical
paihways and malecular targets thus increasing the probobility of the successhul development of a drug and
thereby reducing the developmental costs.
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The Group's chemical genomics process is as follows: zebrafish embryos at one hour post fertilisation are
roboiically dispensed into 96 well microire plates (four io five per well) and incubated with chemical libraries.
The resuliant chemotypes {phenotyoes produced by a small moleculel are then recorded and scored. A
significant developmental chematype will give good clues s to the molecular target and biclogical pathway
fora specific compound, which is then selected for further study in secondary assays using fruiflies. The Group
has access o @ bank of fransgenic fruifly stocks which is an invaluable and renewcble resource for rapid
identification of target pathways and genes. The key point to note is that these signalling pothways ond target
genes are highty conserved in humans, that s, many of the zebrafish or fritfly genes identified in this screening
poradigm have a human orthologue. In principle, this cpproach can be applied to any gene, thereby
generaling a vertebrate animol model for a specific disease.

This high content in vivo screening focilitates the rapid and simultaneous identification of-

—  the biochemical pathways and molecular targets for human disease that are by definition treatable bya

drug;
—  potential new targets for offpatent and previousty unsuccessful drugs;
~  poleniial drugrlike compounds that modulate specific gene and protein families; and

= lead compounds for any particular target.

CURRENT TRADING

The Group is currently loss making, with an operating loss before tax for the six months ended 31 July 2004
amounting o £44,01 /. Financial information on the Company and its subsidiary is set out in Part 1Il of this
document.

THE DIRECTORS
Professor Stephen Davies, 54 (Non-Executive C hairman|

Protessor Steve Davies received his B, A (1973} and D. Phil {1975) from the University of Oxford. He
subsequently held an IC) Posidoctoral Fellowship [1975-1977 with Prof. Malcolm Green} and o NATO
Fellowship {1977-1978 with Professor Sir Derek Barton) before jeining the Centre National de la Recherche
Scientifique at Gitsur-Yvette collaborating with Dr Hugh Felkin. Professor Steve Davies returned to Oxford in
1980 to a University lectureship ond then Professorship, as well as a Fellowship of New College. He has
since published over 380 research papers and has been the recipient of o variety of awards for his
contribution to organic synthesis, including the Hickinbottom Fellowship [1984), the Pfizer Award for
Chemisry (1985, 1988, the Royal Society of Chemistry Award for Organometallic Chemistry {1987), the
Royal Society of Chemistry Bader Award (1989), the Tilden Lecture Award {1996), the Royal Society of
Chemistry Award in Stereachemisiry (1997), and the Prize lectureship of the Society of Synthetic Organic
Chemisiry, japan {1998). Professor Steve Davies is also a member of the executive editorial board for
Tetrahedron publications and founder and editor in chief for Tetrahedron: Asymmetry.

In 1992 Professor Steve Davies founded the spirout chemisiry service company Oxford Asymmetry limited
followed in 1995 by the combinatorial chemistry company Oxford Diversity lid. These were combined in
1998 for the IPO of Oxtord Asymmetry International ple, which was subsequently merged for £316 million in
2000 with Evetec ple {io form Evotec-OAl ple).

Dr Steven Lee, 37 (Chief Executive Officer)

Dr Steven Lee was executive director of life sciences and o founding member of IP2IPO Group ple. He was
responsible for all life sciences business within the group, starfing up ten biotechnology companies from within
the University of Oxford, University of Southampton, and King's College London.

Dr Steven Lee has held a number of senior commercial and business development roles with the major UK
biotech companies British Biotech plc, PA Consulting Group, Chiroscience Group ple and Datamonitor ple.
He has also acted as a consuliant to multinational pharmaceutical companies on product strategy, working
with Zeneca, Gloxo Wellcome, Novartis and Johnson & Johnson. Dr lee holds a PhD in parasite
epidemiclogy from King's College London.
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Dr Andrew Mulvaney, 34 [Chief Operating Officer)

Dr Andy Mulvaney is o graduate of the University of Wales taking a BSc in chemistry from the University of
Wales Swansea and read for a PhD in synthefic organometallic chemistry at the Cardiff University where he
was awarded an ICl Scholarship. In 1996, he tock up @ pestdoctoral position with Professor Davies at the
University of Oxford, working on a wide variety of medicina! and combinatorial chemistry programmes. Mos
notably in 1998, Dr Mulvaney was responsible for commissioning and managing one of the first automated
parcliel synthesis facilities in UK academia.

John Monigomery, 61 (Finance Director (part time) and Company Secrefary]

John Montgomery qualified as a chartered accountant in 1968, He was an audit manager at Whinney
Murray {now Ernst & Young] for over ten years. In 1987, Mr Mentgomery become the finance bursar of
St John's College, University of Oxford. Mr Mentgomery is also a director of Scink ltd and a frustee of
St John's College Staff Pension Fund.

David Norwood, 36 [Non-Executive Director]

David Norwood is currently chief executive officer of IP2IPO Croup ple, the AIM quoted technology
commercialisation specialist. A modem history graduate from Keble College, Oxtord, Mr Norwood began
his financial career as aforeign exchange trader with Bankers Trust. Subsequently he joined Duncan Lawrie as
an investment analyst for four years, before joining Williams de Broe. In July 1999, Mr Norwood founded
IndexIT, a technology advisory boutique, which in March 2000 was acquired by Beeson Gregory.

SCIENTIFIC ADVISORY BOARD AND SCIENTIFIC FOUNDERS

The Group has broughttogether a group of pre-eminent scientists from a range of relevent disciplines. The feam
nas deliberately been assembled to provide a blend of human genetics, small animal model genomics tools,
pharmacology, high speed chemistry and in sifico chemistry expertise.

Professor Kay Davies [Chairperson] FRS, CBF, Head of the Department of Human Aratomy and Genetics,
honorary director MRC Functional Genetics Unit, codirector Henry Wellcome Centre for Gene Function,
University of Oxford

Protessor Kay Davies established the first physical map of the DMD gene and discovered the closely related
gene called utrophin which now forms a target for trecting the disease.

Professor Edith Sim Head of the Depariment of Pharmacology, University of Oxford

Professor Edith Sim determined the first three-dimensional structure of the INAT enzyme which in its various forms
is potentially o target for uberculosis and other diseases.

Professor Graham Richards CEE, chairman of the Department of Chemistry, University of Oxford

One of the world's first and foremest computational chemists, Professor Grahar Richards is the author of aver
3C0 scientific arficles and 15 books and his current drug design using a wide variety of computing facllities.

Dr Derek Stemple Wellcome Trust Sanger Institute, Cambridge

Dr Derek Stemple is part of the Harvard Medical Schoal research group which was one of the first to isolate
and characterise mulations in zebrafish in 1992,

Dr Jean-Paul Vincent MRC National Institute for Medical Research, london

Dr JeanPoul Vincent is a fruiffly genetics expert of 17 veers, with particular research interest in the Wingless
signalling pathway pertinent to colon cancer in humans.

Dr Bob Sim Medical Research Council immunotiistochemistry Unit, University of Oxford
Dr Bob Sim has been a lecding researcher on the immune system for over two decades.
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Professor Stephen Davies

Professor Steve Davies is Non Executive Chairman of the Company and a leading scientist in his area whose
further biographical details are sef out above,

Professor Ediith Sim and Dr Bob Sim are married to each ofher. Professor Kay Davies and Professor Stephen
Davies were previously married to each other.

CORPORATE GOVERNANCE

The Directors have responsibility for the overall corporate governance ot the Group and recognise the need for
the highest standards of behaviour and accounta bility. The Directors are committed 1o the principles
underlying best practice in corporate governance and infend o comply with the principles of the Combined
Code in such respects as they considar appropriate for a company of its size and nature.

The Board currently consists of @ Non Executive Chairman, three Executive Directors {one of whom, the
Finance Director, is parttime} and ene further Non-Executive Director. The terms of the Company's constitution
relating to the appointment, election and refirement of Direciors are set cut in paragraph 6 of Part IV of this
document. An audit commitiee and o remuneration commitiee have been established to operate with effect
from Admission.

The audit committee, which will meet of least twice each year, comprises David Norwood lchairman of the
commitiee) and Professor Stephen Davies. The audit commities will be responsible for ensuring thar the
financial performance of the Group is properly monitored and reported on. It will meet the auditors without
executive Directors being present and will review reports relating to accounts and infernal conirol systems.

The remuneration commitiee, which will review the performance of senior management and set their
remunerction, comprises both of the Non-Executive Directors. Professor Stephen Davies (chairman of the
committee] and David Norwaood as well as Steven lee and John Montgomery. The remuneration committee
will also make recommendations fo the Board concerming the allocation of share options fo Directors and
employees.

THE PLACING AND ADMISSION TO AIM
Reasons for Admission and the Placing

The Direciors believe that the proceeds from the Placing will sirengthen the Group's balance sheet and enable
the Group 1o accelerate its proprietary R&D, to invest in the faciliies necessary to service larger research
contracts and fo hire and retain high calibre stoff. In aadition, the Admission and Placing should raise the
profile and credibility of the Group.

Details of the Placing

KBC Peel Hunt has conditionally placed, as agent for the Company, the Placing Shares at the Placing Price.
The Placing, which is not underwritten, is conditional, infer olia, on Admission. The Placing is intended to raise
£15.0 million before expenses for the Company. After the expenses of the Placing and Admission payable by
the Company, estimated in total at £0.9 million excluding VAT, the Placing is expected fo raise £14. 1 million
for the Company.

It is expected that the proceeds of the Placing due to the Company will be received by it on or soon after
Admission. In the case of placess requesting their Placing Shares in uncertificated form, it is expected that
appropriate stock accounts will be credited with the Placing Shares comprising their Placing participation with
effect from 14 October 2004. In the case of placees requesting their Piacing Shares in certificated form, it is
expecied that certificates in respect of such shares will be despalched by post within seven days of the date of
Admission.

Pending despatch of definitive share cerfificates or crediting of stock accounts, the Company's registrars will
certify any instrument of transfer against the register.

The Placing Shares will rank in full for all dividends o othar distributions herecfter declared, made o paid on
the ordinary share capital of the Company and will rank pari passu in ol other respects with all other Ordinary
Shares in issue on Admission.
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Equity participation

Professor Stephen Davies, Dr Steven lee, Dr Andrew Mulvaney and john Menigomery, Direclors of the
Company, are subscribing, in aggregate, 309,259 Placing Shares at the Flacing Price. Professor Kay
Davies, one of the scientific founders and chairperson of the SAR, is subscribing 37,037 Placing Shares atthe
Piacing Price.

Further detalls of the inferests of the Directors in Ordinary Shares and in options over Ordinary Shares are set
out in paragraphs 3 and 4 of Part IV of this document.

Lock-in arrangements

Each Director, pursuont o the Placing Agreement, has undertaken 1o the Company and 1o KBC Peel Hunt that,
sove in cerfoln limited circumsiances, he will not dispose of any interest in Crdinary Shares for g period of two
years fallowing Admission.

In addition, afl current Sharehalders who are not Directors have underiaken to KBC Peel Hunt that, save in
cetiain limited circumstances, they will not dispese of any of their respective inferests in Ordinary Shares fora
period of two years following Admission.

Dealing Arrangements and CREST

CREST is a computerised paperless setlement system, which allows securities to be transferred vio electronic
means, withaut the nead for a written instrument of ransfer. The Directors have applied for the Ordinary Shares
in issue following Admission to be admitied 1o CREST with effect from Admission and CREST has agreed 1o
such admission. Accordingly, setlement of transactions in the Ordinary Shares following Admission may take
place within the CREST system if the individual shareholders sowish. CREST is a voluniary system ond holders
of Ordinary Shares who wish 1o receive and retain share certificates will be able to do so.

DIVIDEND POLICY

Itis the Directors” intention to pay dividends when, inthe view of the Directors, it is commercially prudent to do
so and the Company hes sufficient distributable reserves for his purpose.

TAXATION

Information regarding toxation in relation fo the Placing and Admission is sef outin paragraph 9 of Part IV of this
document. if you are in any doubt as to your tax position you should consult your own independent
financial adviser immediately.



PART II

Risk Factors

Prospective investors should be aware that an investment in the Company involves a high degree of risk and
should only be made by those with the necessary expertise o appraise the invesiment, The following are
considered by the Board to be the main risk faciors which could have o material adverse effect on the business,
financial condition, results or future operations of the Group. The following listis not infended to be exhaustive
but it should be considered carefully by prospective investors {in addition fo the other information contained in
this document] in evaluating whether to make an invesiment in the Company.

Early stage of operations

The Group is atan early stage of development. The commencement of the Croup's material revenues is difficult
to predict and there is no guarantee that the Group will generate any material revenues in the foreseeable
future. The Group has a limited operating history upon which its performance and prospects can be evaluated
and faces the risks frequently encountered by developing companies. The risks include the uncertainty as to
which areas fo target for growth. There can be no assurance that the Group’s proposed operations will be
profitable or produce a reasonable returm, if any, on investment.

Dependence upon key relationships

The benefits to which the Group is enfitled under ifs ariangements with third parties, such as the University of
Oxford and isis Innovation Limited, are dependent on the continuation of those arrangements.

Research and Development risk

The CGroup is performing R&D in highly complex and leading scientific areos. Industry experience indicates o
very high incidence of delay or failure 1 produce results. The Directors believe that the experience and
expertise of the scientific founders, the range of opportunities for the Group and s services together with
adoption of an early outlicence model should miligate ugainst such risk but there can be no guarantes thar it
will do so.

High reliance on the contribution of the founder scientists

In all areas of the business, the Group is dependent upon the involvement and contibution of the founding
scientists. While consuling contracts provide six to 20 days services per year, and include non-compete
clauses, cltimately the Group can not enforce contributions from them. The Directors believe that this risk is
mitigated by the founders’ previous colloborarion, their formation of VCG as the best platform for achieving
their objectives in producing new medical freatments, and the alignment of their financial objectives through
equily stakes, which they hove accepted will be locked in for fwo years from Admission.

Dependence on recruitment and retention of key personnel

The success of the Group and iis business strategy are dependent on its ability to retain and atrect key
management, R&D, sales, marketing and other operating personnel with the relevant expertise and
experience apart from the scientific founders. As the Croup expands the commercialisation of its services, it
will need 1o recruit and integrate addifional personnel. ina period of high growth, the foss of the services of one
or more members of the menagement group or the inability to recruit and effectively integrate additiona
personne! as needed could have an adverse effect on the Group's product development programmes and on
its business, financial condition and results.

in particular the Directors believe that biologists will be more difficult o recruit than chemists. However, whilst
market rates are relatively low, giving scopefo pay a premium fo attract staff if this proves necessary there can
be no guarantee that the Group will be successful in recruiting or retaining such key personnel and this could
have material and adverse consequences,

Access to research teams

In addition 1o the founding scientists, the Group will need access to their ressarch teams or similarly
experienced scientists. The current research feams are mainly researchers based at the University of Oxford,
who are expecred to be available thraugh their relationships with the founding scientists but any failure or
delay in obtaining access 1o research personnel could have an adverse impact on the Group's product
development programmes and business.

15



The effectiveness of the chemical genomics screening process may not be established

The Group has no contracts to perform these services, and the technigue is not yet accepted as established.
While the Group believes that the scientific basis for its screening process is sound, it has not developed its
dotabase sufficiently to demonstrate effectiveness 1o potential customers. Whilst the Group has plans to
address this position there remains a risk that significant scientific or technical obstacles couid be encountered.

Failure or inability to protect IP may enable competitors to enter the market or prevent the Group
realising value

It is difficult to legally protect know-how and ather knowledge which is publicly available in relation to
chemical genomics. The Directors believe that the expertise of the founding scientists, the know-how and data
they are developing, and the combination of information in the database would be difficult to replicate thus
providing first user advantage.

The Directors also believe that conversely the difficulty for third parties in establishing legal ownership protects
the Group against infringement claims, which are o major industry risk,

However, the Directors expect IP developed over new compounds and R&D 1o be proteciable, subject 1o
normal issues such as establishing the basis of the relevant IP and the risk of challenges of infringing existing IP.

No assurance can be given that any pending patent applications or any future patent applications will result in
granted patents, that the scape of any copyright or patent protection will exclude competitors or provide
competifive advantages to the Group, that any of the Group's patents will be held valid if challenged or that
third parties will not claim rights in or ownership of the copyright, patents and other proprietary rights held by
the Group.

Further there can be no assurance that others have not developed or will not develop similer products,
duplicate any of the Group's products o design around any patents held by the Group. Others may hold or
receive patents which contain claims having a scope that covers products developed by the Group (whether or
not patents are issued to the Group).

The Group moy rely on patents to protect ifs essets. These rights act only 1o prevent a competitor from copying
and not to prevent a competitor from independently developing products that perform the same functions. Ne
assurance can be given thar others will not independently develop or otherwise acquire substantial equivalent
techniques or otherwise gain access to the Group's unparented proprietary techrology or disclose such
technology or that the Group can ulimately protect meaningful rights 1o such ur-patented proprietary
technology.

Failure to obtain or loss of IP rights

The ability of the Group to pursue particular programmes may be dependent on the acquisition of certain P
rights either exclusively or non-exclusively from third parties. Failure fo agree such arrangements could have a
matericl adverse cffect on the Group. The benafits to which the Group is entited under its arrangements with
third parties could also be dependent on the continuation of those arrangements.

Existing R&D projects may not produce out-licensable IP for VCG or prevent the Group realising
volue

The nature of the existing programmes means that there is a significant risk that preclinical compounds or other

outlicenceable IP may not be identified, that imescales may significantly extend or that aliernative therapies
may be identified by others.

For DMD, VCG hos rights in respect of the IP of the human cell lines developed for sereening and certain key
genetic information. Sustaining and increasing this value will depend on identifying chemicals with the
required properties, and the relative progress of other porential therapies, which is outside the Group's control.

For NAT, VCG does not own any patent, but anticipates being able to acquire any IP not already owned.
However there is no contract in place fo ensure this ha ppens.



New R&D projects may not be developed or brought to the Group
The Group has identified two main sourcas of projects:

*  discovering pofential in compounds not subject to existing IP through the application of chemical
genomics screening. This will be dependent on the efficacy of the chemical genomics model, the speed
with which dalabases can be populated and used for screening and the identification of compounds
with potential; and

®  accessing existing research being conducted in relevant fields in Oxford through its contacts. This will
depend on relevant projects being at an appropriate stage of development and leaders choosing to
seek an arrangement with the Group on acceptable terms. There is also arisk that competitor deals such
as that between IP2IPO Limited and the University of Oxford Chemisiry Depariment, give rights of
preemption to others.

Competition

The Group may face significant competition from organisations which have much greater capital rescurces
than the capital resources of the Group. There is no assurance that the Group will be able to compete
successfully in such o marketplace.

Access to key equipment

VCG s reliant on the University of Oxford for access to complex equipment required for chemical onalysis.
Access agreements can be terminated at three months notice. The Direciors do not have any indication that
access will not be available on acceptable terms and believe that access to alternative equipment can be
readily obtained.

Volatility in share price and liquidity

The share prices of publicly fraded companies that are perceived to be within the technology sector are often
subject to significant fluctuations. The market price of the Crdinary Shares may therefore be volatile and may
be influenced by factors which offect the quoted pharmaceutical and biotechnology sectors [or quoled
companies] generally and not just factors specific to the Cempany. Admission to AV does not guaranies that
there will be a liquid market for Ordinary Shares. An active public market for the Ordinary Shares may not
develop or be sustained after Admission and the market price may fall below the price of which the Ordinary
Shares are issued under the Placing.



PART Il

Accountants’ Reports

Section A: The Company
The fellowing is the text of a report received from the Company’s reporfing accountants:

Deloitte.

Deloitte & Touche LLP

Abbey Street
Reading
Berkshire
The Directors RG1 3BD
VASTox plc
59 5t. Aldates
Oxford
OX1 1587
The Directors
KBC Peel Hunt Lid
111 Old Broad Street
London
ECoN 1PH
11 October 2004
Dear Sirs

VASTox ple ("“the Company’’)

We repart on the financial information of the Company set out below. This financial information has been
prepered for inclusion in the admission document dated 11 Ociober 2004 relating to the potential placing
and admission of shares of the Company to AIM of the London Srock Exchange ("the Investment Circular”).

Basis of preparation

The financial information set out in this report, which has been prepared in accordance with applicable United
Kingcom generally accepted accounting principles, is based on the audited non-statutory financial statements
of the Company for the period from incorporation on 4 August 2004 to 26 August 2004 16 which no
adjustments were considered necessary.

The financial information has been prepared on a going concern basis on the assumption that the placing will
proceed. Were the placing not to occur this basis may not be appropriate.

Responsibility

Such nonsstatutory financial staternents are the responsibility of the Directors of the Cempany who approved
their issue.

The Directors of the Company are responsible for the contents of the Investment Circular in which this repoit is
included.

Itis our responsibility 1o compile the financial information sel out in our report from the audited nor-statutory
financial stotements, o form an opinion on the financial information and to report our opinion to you.

Basis of opinion

We conducted our work in accordance with the Statements of Invesiment Circular Reporting Standards issued
by the Auditing Praciices Board in the Uniled Kingdom, Our work included an assessment of evidence relevant
to the amounts and disclosures in the financial information. The evidence included that previously obtained by
us relating 1o the oudit of the nenstatutory financial statements underlying the financiol information for the
period ended 26 August 2004. lhalso included an assessment of significont estimates and judgemenis made
by those responsible for the preparation of the financial stalemen:s underlying the financiot information and
whether the accounting poficies are appropriate to the entity's circumstances, consistently applied and
adequately disclosed.
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We planned and performed our work so as 1o obiain all the information and explanations which we
considered necessary in order to provide vs with sufficient evidence lo give reasonable assurance that the
financial information is free from material misstatement whether caused by fraud or other iregularity or error.

Our work has not been carried out in accordance with auditing or other standards and practices generally
accepted inthe United States or other jurisdictions and accordingly should not be relied vpon s if it had been
cairied out In accordance with those standards and practices.

Opinion
In our opinian, the financial information set out below gives, for the purpases of the Invesiment Circular, o true
and fair view of the state of affairs of the Company as at 26 August 2004.

Consent
We consent to the inclusion in the Invesiment Circular of this report.

Balance Sheet of the Company at 26 August 2004

£
Debtcrs 2
Capital and reserves
Called up shars capital 2

The Company was incorporated on 4 August 2004 under the name Cobradragon ple.
The Company has not yet raded and no dividends have been declared or paid.

Accounting Policies

The financial information has been prepared under the historical cost convention and in accordance with
applicable United Kingdom accounting standards, applied on o consistent basis.

Subsequent Events

it On 29 September 2004 each ordinary share of £ 1 each in the capital of the Company was subdivided
info 10 ordinary shares, the authorised share capital was increased from € 1 00,000 to £5,000,000
by the creation of an addiional 49,000,000 ordinary shares.

(il On 29 September 2004 the 20 Ordinary Shares which represent the wo subscribar shares were
credited as fully paid and 20,201 980 Ordinary Shares were issued credited as fully paid in exchange
for the entire issued share capifal of VASTox Chemical Genomics Limited.

(il On 30 September 2004 the Company changed its name to VASTox ple.

livl - On 2 September 2004, Dr Steven lee wos granied options over 100 ordinary shares in VCG, atan
exercise price of £ 100 per share. These options were exchanged for options over 2,020 200 ordinary
shares in VASTox ple immediately following Admission. at an exercise price of 10p. The options vest
50 per cent. on his date of employment {1 September 2004), 17 per cent. on Admission, and 33 per
cent. 24 months ofter the date of Admission.

UITF Abstract 17 requires a cumulative charge to be made to the profit and loss account based on the
fairvalue of the shares at the dote of grant, less the option exercise price. The fair value argrant date has
yetto be determined. One method of valuation is o apply alevel of discount {yetta be determined) to the
value of the sharas af flotation, less the exercise price. The undiscounted value less exercise price would
be £2.53 million.
Itis anticipated that the charge to profit and loss would arise approximately 73 per cent. in the year fo
31 Janvary 2003, 17 per cent. in the year to 31 January 2006 and 10 per cent. in the year fo
31 January 2007

vV A conditional agreement was signed on 11 October 2004 with KBC Peel Hynt by which KBC Peel
Hunt agreed fo use reasonable endeavours o procure sudscribers for @ placing in refum for o
commission of 3 per cent., a corporate finance fee of £200,000 and incidental costs and expenses.

Vil No addifiona! material contracis or fransactions, except for those detailed in paragraphs (i} 1o v} above,
have been entered into save for those detailed in paragraph 10 of Part IV of the Investment Cireular.

Yours faithfully

Deloitte & Touche 1P
Chartered Accountanis



Section B: VCG
The following is the text of o repert recaived from the Company’s reparting accountants:

Deloitte.

Deloitte & Touche LLP

Abbey Street
Reading
Berkshire
RG1 3BD
The Directors
VASTox ple
59 St. Aldotes
Ondord
OX1 18T
The Directors

KBC Peel Hunt Ltd
111 Old Broad Street

london
ECZN 1PH

11 October 2004
Dear Sirs

VASTox Chemical Genomics Limited ("VCG")

We teporton the financial information of VOG set out below This financial information has been prepared for
inclusion in the Admission Document dated 11 Ocrober 2004 relating to the Admission of VASTox plc to the
Alternative Investment Market {"AIM) ["the Investment Circufar”).

Basis of preparation

The financial information setout in this report, which has been prepared in accordance with applicable United
Kingdom generally accepted accounting principles, is based on the cudited statutory financial statements for
the eleven and a half month period ending 31 January 2004 and the audited nonstatutory financial
statements for the six months ended 31 July 20C4, after making such adjusiments as we considered
necessary.

The financial information has been prepared on a going concern basis on the assumption that the placing will
proceed. Were the placing not to occur this basis may not be appropriate.

Responsibility
Such nonsiatutory financial statements are the responsibility of the directors of VCG who approved their issue.

The directors of VASTox ple are responsible for the contents of the Investment Circular in which this report is
included.

itis our responsibifity to compile the financial information set ot in our report from the non-statutory financial
statements, to form an opinion on the financial information and 1o report our opinion to you,

Basis of opinion

We conducted our work in accordance with the Statements of Investment Circular Reporting Standards issued
by the Auditing Practices Board in the United Kingdom. Gur work included an assessment of evidence relevant
to the amounts and disclosures in the financial information. The evidence included that obtained by the
auditors who audited the financial siatements underlying the financial information for the period ended
31 Jonuary 2004 and by us relating to the audit of the financiol statements underlying the financial information
for the period ended 31 July 2004. It also included an assessment of significant esiimates and judgements
made by those responsible for the preparation of the financial statements underlying the financial information
and whether the accounting policies are appropriate to the entity's circumstances, consistently applied and
adequately disclosed.
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We planned and performed our work so as fo obtain all the information end explanations which we
considered necessary in order 1o provide us with sufficient svidence 1o give reasonable assurance that the
financial information is free from material misstalement whether caused by fraud or other irregularity or error.

Qur work has not been carried out in accordance with auditing or other standards and practices generally
accepted in the United States or other jurisdictions and accordingly should not be relied upon as it it had been
carried out in accordance with those standards and practices.

Opinion
In our opinion, the financial information set out below gives, for the purposes of the Investment Circular, a true

and fair view of the state of affairs of VGG as at the dates stated and of ifs losses for the periods then ended

Consent
We consent to the inclusion in the Investment Circular of this report.
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PROFIT AND LOSS ACCOUNT

Pariod & months
ended ended
31 januvary 37 July
2004 2004
Nofes £ £
Turnover 2 1,440 41,250
Cost of sales 1740 {21,570
Gross profit 700 20,380
Administrative expenses 3 {75,474) (64,679)
Operating loss (74 774) 144 599)
Finance income 4 1,008 582
Loss on ordinary activities before and after taxation,
being retained loss for the financial period 5, 14 (73,766 144 017)
Loss per share
Basic Q (0.37)p [0.22)p

All tumover and results ore derived from continuing operations.

There are no recognised gains or losses in sither financial pericd other than the results as siated in the profitand
loss account. Accordingly a Statement of Total Recognised Gains and Losses has not been included.
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BALANCE SHEET

Current assets
Debtors
Cash at bank and in hand

Creditors: Amounts falling due within one year

Net assets/(liabilities)

Capital and reserves
Called-up share capital
Share premium account
Profit and loss account

Equity shareholders’ funds/{deficit)
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Notes

12
13

14

31 Janvary 37 July
2004 2004

£ £

202 1,250
79,591 Q7,320
72,793 GS 270
{53,559 (117,053)
{53,559) (_]} 7 .053)
26,234 (17,783)
1,000 1,000
9,000 QQ,000
73,766 (117,783
26,234 (17,783)




CASH FLOW STATEMENT

Net cash outflow from operating activities
Returns on investments and servicing of finance

Cash outflow before management of liquid resources
and financing
Financing

Increase in cash in the period
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Notas

16
7

Period & months
ended ended

31 janvary 3T july
2004 2004

£ £
(72,792 {16,629)
1,008 582
(71,784) {16,047
151,375 33,776
79 .59] 17,729




1. ACCOUNTING POLICIES

A summary of the principal accounting policies, all of which have been applied consistently throughout all
periods presented, is set out below:

(al  Basis of accounting

The financial information has been prepared under the historical cost canvention and in accordance with
applicable United Kingdom accounting standards, applied on a consistent basis.

(b)  Tangible fixed assets

When acquired, tangible fixed assets are 1o be stated at cost, nef of depreciation and any provision for
impairment. Depreciation s 1o be provided on all tangible fixed assefs, at rates calculated 1o wiite off the cost
orvaluation, less their estimated residual value, of each asset on a straight line basis over their expected useful
life, as follows:

leasehold improvements 10 years

laboratory equipment up to 5 years [depending on estimated life of equipment]
Fixtures & Fittings 4 years

Office Equipment 3 years

fc)  Deht

Debt is initialy stated at the amount of the net proceeds after deduction of issue costs. The carrying amount is
increased by the finance cost in respact of the accounting period and reduced by payments made in the
period.

[dl  Taxation

Current tax, including UK corporation fax and foreign tax, is provided of amounts expected to be paid {or
recovered] using the lax rates and laws that have been enacted by the batance sheet date.

Deferred tax is recognised in full on fiming differences that have eriginated but net reversed at the balance
sneet date where fransactions or events that result in an obligation to pay more tax in the future or a right 1o pay
less tax, in the future have occurred ar the balance sheet date or a fulure date. Timing differences are
differences between the Company's faxable profits and its results as stated in the financial starements thet arise
from the inclusion of gains or losses in tox assessments in periods different from those in which they ore
recognised in the financial statements.

A net deferred tax asset is regarded as recoverable ard therelore recognised only when, an the basis of ol
available evidence, it can be regarded as more likely than not that there will be suitable taxable profits from
which the future reversal of the underlying fiming differences can be deducted

Deferred tax is measured at the average fox rates that are expected to apply in the periods in which the timing
differences ore expecied 1o reverse, based on fax rates and laws that have been enacted o substantively
enacted by the balance sheet date. Deferred tax is measured on o non-discounted basis.

{e)  Tumover
Tumover represents amounts receivable for goods and services provided in the normal course of business, net
of trade discounts, VAT and other sales related foxes.

Amounts received or receivable in respect of licence fees or milesione payments are recognised as turmover
when the licence rights are granted or the specific conditions stipulated in the licence agreement have been
satisfied.

M lecses

Rentals under operaiing leases are charged on a streightline basis over the lease ferm  even if the payments
are not made on such a basis.

(gl Research and development costs
Research and development cos's are expensed as incurred.
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2.  SEGMENTAL INFORMATION

Al turnover has been derived from one class of business 1o date, being the supply of chemical services.

All tumover originated from, and was destined for, the United Kingdom in each of the two periods.

As at 31 July 2004 and 31 January 2004, all of the net asse's of the company were located in the United

Kingdom.

3.  ADMINISTRATIVE EXPENSES

Research and development expenses
Cther expenses

4.  FINANCE INCOME

Investment income
Bank interest receivable

5. LOSS ON ORDINARY ACTIVITIES BEFORE TAXATION

Loss on ordinary activities before taxation s stated after charging:

Research and development
Operating lease rentals

- plant and machinery
—other ~land ond buildings
Auditers” remunaration

— audit services

— nonaudit services

6. EMPLOYEE NUMBERS AND STAFF COSTS

The average monthly number of employees (including executive directors) was:

Production and development
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Period 6 months
ended ended

31 january 37 July
2004 2004

£ £

51,375 39,8972
24,099 25,087
75,474 6H4 . 9/Q
Period & months
ended ended

31 Jonuary 31 July
2004 2004

£ £

1,008 582
Period & months
ended ended

31 January 37 July
2004 2004

£ £

51,375 39,892
- 16,000

— 8,948

600 5,000
Periac & months
endead ended

31 January 37 July
2004 2004
Number Number

i 2




Their aggregate remuneration comprised:

Period & months

endad ended

31 January 31 july

2004 2004

£ £

Wages and salaries 30,089 44 934
Social security costs 2,567 1,474

32,656 46,408

7. DHRECTORS' REMUNERATION
(o) Directors’ emoluments
The remuneration of the directors was as follows:

Period & months
ended ended

31 january 31 July

2004 2004

£ £

Emoluments 32,656 26,328

Contributions to money purchase pension schemes - -

32,656 26,328

bl Directors’ share cptions

Aggregate emoluments disclosed above do not include any amounts for the vaive of opticns to acquire
ordinary shares in VCG granted fo or held by the directors. No directors have any share opfions in the periods
disclosed.

(e} Directors’ pension contributions

No directors were members of money purchase schemes through VCG during either period.

[d)  Directors’ shareholdings
The directors held beneficial interests in the shares of VCG as follows:

31 january 3T July
2004 2004
Number Number

Ordinary shares of £1 each

Professor S G Davies 300 300
Dr SKClee - -
Mr ] A Monigomery 50 50
Dr AW Mulvaney 50 50

Mr D R Norweod — —

8. TAXATION
Period & months
ended ended
31 January 31 July
2004 2004
£ £

The tax credit comprises:
Current tax - _
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The standard rate of tax for the period based on the UK standard smal companies rate of carporation tax is
19 per cent. The actuol tax credit for the current and previous periods differs from the standard rate for the
reasons sef out in the foflowing reconciliation:

Fericd & months

ended ended

317 January 3T July

2004 2004

£ £

Loss on ordinary activities before fax (73,766) {44,017

Tax at 19% thereon (14,016 (8,363)
Effects of:

Tax losses not recognised and other items 1406 8,363

Current tax credit for the period — —

The tax chorge in future periods will be affected by the utilisation of tax losses carried forward.

A potential deferred tax asset amounting to £22,379 (3 1 Januvary 2004: £14,016}, principally relating to
tax losses carried forward, has not been recognised due to the uncertainty over its recoverability. This may be
available for utilisation in the future against future taxable profits of VCG.

9. LOSS PER ORDINARY SHARE

The caleulations of loss per share are based on the following losses and numbers of shares.

Basic and diluled
Period & months
ended ended
31 January 31 July
2004 2004
£ £
Loss for the financial period (73,766) {44,017
Period & months
ended ended
31 january 31 july
2004 2004

Number Number

Weighted average number of ordinary shares:
For basic loss per share 20,202,C0C 20,2G2.000

The weighted average number of shares [and the resulfing loss per share] for each of the periods, as disclosed,
has been deemed fo be the number of ordinary shares of VASTox ple that are in issue immediately prior to
admission.

10. DEBTORS
31 jonvary 3T July
2004 2004
£ £

Amounts falling due within one year:

VAT recoverable 202 —
Trade debiors , — 1,950
202 1,250
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11. CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

31 Janvary 3T july

2004 2004

£ £

Secial security and other taxes Q97 6,934
Accruals and deferred income 1,187 24 Q48
Cther loans 51,375 85151

53,55¢ 117,053

The other loans balance relates to amounts payable to New College, Oxlord. This is for portions of salaries
and small quantifies of chemicals purchased which were recharged to VCG during the above periods. The
loan is unsecured, repayable on demand and bears no interest

12. CALLED-UP SHARE CAPITAL
Auvthorised, oflotted, called-up and kully paid

31 January 31 july
2004 2004
£ £
1,000 ordinary shares of £1 each 1,000 1,000
13. RESERVES
Share Profit
premium and loss
account account Total
£ £ £
At 13 February 2003 - — —
Share issues 9,000 — 9,000
Retained loss for the period — (73,766)  |73,766)
At 31 January 2004 9C.000 [73,766) 25,234
Share issues - — —_
Retained loss for the period — (44,017)  |44,017)
At 31 July 2004 99000 (117,783) {18,783

14. RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS’ FUNDS/{DEFICIT)
Period & months

ended ended

37 Janvary 31 july

2004 2004

£ £

Opening shareholders’ funds - 26,234
Share capital issued 100,000 —
Loss for the period (73,766)  {44,017)
Closing shareholders’ funds/{deficit) 26,234 (17,783}

15. DERIVATIVES AND OTHER FINANCIAL INSTRUMENTS

This note deals with financial assets and financial liabilities as defined in Financiol Reporting Standard 13
"Derivatives and other financial instruments: Disclasures” ["FRS 137},

VCG financial instruments comprise cash, debtors and creditors, which arise in the normal course of business.
Itis, and has been throughout the period under review, VCG policy that no speculative rading in finencial
instruments shall be undertakan.
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The main risks arising from the company’s financial instruments are interest rate risk and liquidity risk.

As permitied by FRS 13, short term debiors and creditors have also been excluded from the disclosures, ofher
than the currency disclosures.

Interest rate risk and liquidity risk

VCG has no financial assets other than cash of £97,320 which are part of the financing arrangements of the
compeny. The sterling cash balance comprises amounts placed in a variable interest bearing instant access
savings account. VCG seeks to maximise inferest receipts within these parameters. VCG held the following
financial assets ot 31 July 2004 and 31 January 2004.

31 jonuary 31 july
2004 2004
£ £

Assets held as pert of the financing arrangements of the Company
- Cash 72,591 @7 320

79,591 ©7,320

VCG had a loan ouistanding of £85,151 ar 31 July 20041£51,375 at 31 January 2004). The loan bears

no inferest and is repayable on demand.

16. RECONCILIATION OF OPERATING CASH FLOWS
Period & months

ended ended

3T january 3T fuly

2004 2004

£ £

Operating loss \74,774) {44,599
Increase in debiors {202 (1,748)
Increase in creditors 2,184 29,718
Net cash outflow from operating activities (72,792 (16,629

17.  ANALYSIS OF CASH FLOWS
Period O months

ended ended
31 Janvary 31 July
2004 2004
£ £

Returns on investments and servicing of finance
Interest and other income received 1,008 582
Net cash inflow 1,008 582

Financing

Issue of ordinary share capital (et of expenses) 100,000 —
Unsecured loan 51,375 33,774
Net cash inflow 151,375 33,776
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18. ANALYSIS AND RECONCILIATION OF NET FUNDS

13 February Cash  Noncash 31 january

2003 flow  movement 2004

£ £ £ £

Cash at bank and in hand — /G.59] — 79 591
Locns — (51,375) - {51,375)
Net funds - 28,216 - 28,216
I February Cash Non cash 37 July

2004 flow  movement 2004

£ £ £ £

Cuash at bank and in hand 79 591 17,720 — Q7 320
loans {51,375)  |33,776) - (85,151)
Net funds 28216 {16,047 — 12,169
Period & months

encled ended

31 January 3T fuly

2004 2004

£ £

Increase in cash in the period being change in net funds

resulting from cash flows 79,591 17,729
loans {51,375} (33,776
Net funds at beginning of period _ - 28,216
Net funds at end of period 28,2164 12, TéQ_

19. FINANCIAL COMMITMENTS

There were no capital commitments contracted but nof provided for at either 31 January 2004 or 31 July

2004.
The company was commitied fo making the following payments during the next year in respect of operating
leases:
31 Janvary 2004 31 july 2004
lend and fand and
buildings Other buildings Other
£ £ £ £
Operating leases which expire
= within one year - - 29827 48,000
—within 2 to 5 vears — — — -
— - 29,822 48,000

20. RELATED PARTY TRANSACTIONS

(1} David Norwood is o Direcior of VCG and o director of IP2IPC Limited which has a 20 per cent.

shareholding in VCG.

(2)  Professor Steve Dovies, Chairman, is a fellow and trustes of New College, Oxtord with which VCG has
a non inferest bearing loan arrangement of £57 375 at 31 January 2004 and £85, 151 at 31 July

2004,

21. POST BALANCE SHEET EVENTS

On 27 August 2004, the authorised share capital was increased from 1,000 16 2,000 ordinary shares of £ 1

each.
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On 17 September 2004 VCG and ISIS Innovation timited {"1515" entered into o licensing agreement pursuant
to which ISIS granted aicence of a patent application relating fo the Urophin premoter B sequence. Under the
ferms of the licence VCG is abliged to pay:

il £5,000 on signing plus £20,000 back patent costs, with payment deferred until 1 February 20035, a
minimum of £ 10,000 {in respect of years 2 and 3) and £20,000n year 4 and each subsequent year;

{il @ royally ata flat rate on net sales of 0.75 per cent.; and
(i} fee income royalty rates o pre-agreed levels.

On 29 September 2004, the entire share capital of VCG was acquired in a shareforshare exchange by
VASTox ple. Foliowing the acquisition of VCG, all share opfions granted by VCG were replaced by new
options over the shares of the VASTox plc. Subsequently following the sharefor-share exchange it was agreed
that the option price would be 10p.

On 2 September 2004, Dr Steven Lee was granted options over 100 ordinary shares in VCG, at an exercise
price of £100 per share. These options were exchanged for options over 2,020,200 Ordinary Shares in
VASTox ple immediately foliowing Admission, af an exercise price of 10p. The opiions vest as o 50 percent.
on his date of employment {1 September 2004), 17 per cent. on Admission, and 33 per cent. 24 months
after the date of Admission.

UITF Abstract 17 requires o cumulative charge to be made to the profitand loss account based on the fair value
of the shares at the date of grant, less the oprion exercise price. The fair value at date of grant has yet 1o be
determined. One method of valuation is to apply a level of discount yet o be determined] 1o the volue of the
shares atflotation, less the exercise price. The undiscounted value less exercise price would be £2.53 million.

Itis anticipated that the charge to profit and loss would arise approximately 73 per cent. in the year fo
31 January 2005, 17 per cent. in the year to 31 January 2006 and 10 per cent. in the year 1o
31 January 2007,

22. CONTROLLING PARTY

AR 31 July 2004, and 31 January 2004, the directors as o group centrolied VCG and hence there was no
ultimate controlling party.

On 29 September 2004, VASTox plc becarme VCG's parent undertaking and hence its ultimate controfiing
party.

Yours faithfully

Deloitte & Touche LLP
Chartered Accouniants
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PART IV

Additional Information

Responsibility statement

The Directors, whose names appear on page 3, accept responsibility for the information contained in this
document. To the best of the knowledge and belief of the Direciors twhe have taken all reasonable care to
ensure that such is the case) the information contained in this document is inaccordance with the facts and does
not omit anything likely 1o affect the import of such information.

1.
1.1

Incorporation and principal place of business

The Company was incerporated in England and Wales with registration number 05197494 on
4 August 2004 under the Act as a public company limited by shares with the name Cobradragon ple.
On 29 September 2004 the Company passed a wiitien resolution to change its name to VASTox ple

The Company eperates under the Act and the regulations made under it and the liabiliry of its members
is limited.

Share Capital of the Group
The Company

lal The Company's present authorised share capilal s £5,000,000 divided info 50,000,000
Ordinary Shares and the issued share capital of the Company is £2,020,200 divided into
20,202,000 Ordinary Shares fully paid.

(b} There have been the following changes in the share capital of the Company in the period since
incorporation:

() ond August 2004 2 ordinary shares of £ 1 were issued. nil paid, as the original subscriber
shares:

[i)  on 29 September 2004 each ordinary share of £1 each in the capital of the Company
was subdivided info 10 Ordinary Shares, the authorised share capital was increased from
£100,000 to £5,000,000 by the creation of an additional 49,000,000 Crdinary

Shares, and

(i} on 29 September 2004 the 20 Ordinary Shares which represant the two subscriber shares
were credired as fully poid and 20,201 98¢ Ordinary Shares were issued credited os
fully paid in exchange for the entire issued share capital of VCG.

[c] Immediately following the Placing the authorised share capital of the Company will be
£5,000,000 divided into 50,000,000 Ordinary Shares and the issued share capital of the
Company will be £3,131,311 divided info 31,313,111 Ordinary Shares fully paid.

(@] On 29 September 2004, by or pursuant to resolutions passed by the shareholders of the
Company in general meeting:

(1 the Direciors were authorised pursuant to section 80 of the Act to allof relevant securities of
the Company {a) up to & maximum nominal amount of £2,020,200 pursuant o the
acquisition of VOG5 as referred to in peragraph 2.7 (b} (i) above; b up to @ maximum
nominal amountof £1,111,111 pursuant to the Placing: lc} an additional nominal amount
of £202,020 in respect of options entered nio prior to the Placing; and (d) an additional
nominal amoun: of £1,111,000 lthe “Section 80 Authority”), such authorities expiring {in
the case of (o) and (b)) at the next general meeting or 12 months frem the passing of the
resolutions and in the case of ) and (d} five years from the date of the resolution (the
“Section 80 Expiry Dates”). The Section 80 Authority permits the Directors 1o allot shares in
the Company after the Section 80 Expiry Dates {os if the Section 80 Authority had not
expired) where such allotments are pursuant o any offers or agreements entered info by the
Company before the Section 80 Fxpiry Dates:

[} the Directors were empowered pursuant to section 95 of the Actio all! equily securities in
the Compony for cash as it section 89 of the Act did not apply (the "Section 95
Lmpowerment’], such power being limited 1o the allotment of equity securities {al up 1o
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E1L,111,107 in nominal value in connaction with the Placing, (b) £202,020 in nominal
value in respact of Ordinary Shares under option to Directors prior fo the date of the Placing,
(¢l in connection with any rights issue or ather offers to shareholders in proportion lo their
holdings subject to such exclusions or other arrangements as the Directors may deem
necessary of expedient to deal with the problems under the low of ony fersitory or the
recuirements of any regulatory body or stack exchange In any ferritory or in connection with
fractional enfitlements or shares represented by depository receipts or otherwise: and (d)
oferwise up 1o an aggregate nominal amount equal 'o £166,665. The Section $5
Empowerment shall expire (in the case of {a), (c)and {d)] at the next annual general meeting
or, it longer, 12 months from the passing of the resolution and in the case of b) five years
from the date of the resolurion {the “Section 95 Expiry Dates”} save that the Directors may
aflot shares in the Company ofter the Section 95 Expiry Dates las if the Section 95
Empowerment had not expired) pursuant to any offers or agreements to allof shares in the
Company entered into by the Company before the Section 95 Expiry Dates.

2.2 incorporation and shore capital information on VOO

fa) VCG is whollyowned by the Company and it carries aut the operating and frading activities
described in Part | of this documen.

o} VCG wos incorporated in England and Wales with regisiration number 04636431 on
14 Jaruary 2003 under the Act as a private company limited by shares with the name VASTox
Limited. On 30 September 2004, VCG changed ifs name to VASTox Chemical Genomics
Limited. The principal legislation under which VCG operaies is the Actand the regulations made
thereunder. The registerad office is 59 St. Aldates, Oxford, Oxfordshire OX1 15T,

() The quthorised share capital of the VCG at the date of this document is £2.000 divided into
2,000 ordinary shares of €1 each. There have been the following changes inthe share capital of
VCG in the period since incorporation:

il on 14 January 2003 1 ordinary share of £1 was issued for cash at par os the original
subscriber share;

(i} on 10 February 2003 999 ordinary shares of £ 1 each were alloted and issued for cash at
£100 per share;

(i} on 27 August 2004 the authorised share capital was increased from £1,000 1o £2,000
by the creation of an additional 1,000 new ordinary shares of £1 each:

(vl on 29 September 2004 the shareholders of VCG exchanged their shares in VCG for
Ordinary Shares in the Company and the Company became VCG's sole member.

3. Directors’ and Other Interests

3.1 Atthe date of tis document, the interests of the Directors fall of which are beneficiall, and of all such
persons connected {within the meaning of section 346 of the Act] with the Directors in the issued share
capital of the Company, as notified o the Company under the provisions of sections 324 or 328 of the
Act, both before and immediately following Admission, as required to be entered in the register of
directors’ interests mainiained under the provisions of section 325 of the Act, are set out in the table
oelow and in paragraph 4 below:

Immediafely before Admission immediately following Admission

Percentage of Percentage of

Number of issued share Number of issued share

Name Ordinary Shares capital Ordinary Shares capital
Professor Stephen Davies &,060,600 30.00 6,208,748 1983
Dr Steven lee — — 148,148 047
John Montgomery 1.01C,100 500 1,019,359 3.26

Dr Andrew Mulvaney 1.010,100 5.00 1,013,804 3.24
David Norwoaod - —
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3.2

3.3

3.4

3.5

3.6

3.7

3.8

At the date of this decument the Directors are aware of the following perscns who, in addition fo the
Directors disclosed in paregraph 3.1 above, direcily o indirectly, are inferested in 3 per cent. or more
of the issued share capital of the Company:

Immediately before Admission Immediotely following Admission

Percentage of Percentage of
Number of issved share Number of issued share
Nome Ordinary Shares capitol Ordinary Shares copital
IP2IPC Limited 4,040,400 20.00 4,040 400 12900
Professor Kay Davies 3,838,380 19.00 3875417 12.38
Professor Grahom Richards 1,010,1C0 5.00 1,010,100 3.23
Professor Edith Sim and Dr Bob
Sim {combined) 1,010,100 500 1,010,100 3.23
University of Oxford 1,010,100 5.00 1,010,100 .
Cr Jean-Paul Vincent &06,060 3.00 606,060 1.94
Dr Derek Stemple 606,060 3.00 606,060 1.94

Professor Richards is chairman of IP2IPO Group ple and David Norwood is chief execuive of IP2IPO
Group pic. IP2IPO Group plc is the sole shareholder of IP2IPO Limited.

Mr Norwood is a direcior of IP2IPO Limited and has an inerest in IP2IPO Group ple, its parent
company.

As referred 1o in paragraph 4 below, Dr lee has been granted options 1o subscribe for up to
2,020,200 Crdinary Shares in the Company.

No loans are outstanding from the Group to any Director nor has any guarantee been provided by the
Group tor the benefit of any Director.

No Director has any interest in any fransoction which is or was unusual in its nature or conditions or
significant o the business of the Group and which was effected oy any member of the Group during the
current or immediately preceding financial year or during any earier financial vear which remains in
any respect outstanding or unperformed.

Set out below is information relating to each Direcior relating fo directorships which they have held
{other than within the Group) and partnerships in which they have been a partner, in each case over the

previous five years preceding the date of this document.

Directorships and partnerships of the

Director Current directorships and parinerships  last 5 years

Professor S Davies  Ockham Court Management Co Evotec OAl Limited
(No. 3] timited Oxford Asymmetry Limited
Scirlnk Limited

CrSlee None Amaethon Limited

Capsant Neuvrotechnologies Limited
Glycoform Limited

IP2IPO Group ple

IP2IPC timited

[P2IPO Management limited
IP2IPO Management If imited
Reox Limited
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Directorships and parnerships of the

Direcior Current directorships and parnerships  last 5 years

Mr ] Montgomery lamb & Flag {Oxford) Limited None
Scink Limited

Dr A Mulvaney MNone None

Mr D Norwood Amaethon Limited Beeson Gregory Group timited
Berkeley Adam limited Beeson Gregory investment Limited
HATT Il General Partner timited Beeson Cregory {US] Limited
Hep Cgen Limited Beeson Gregory Index Nominees
Inhibox Limited Limited
P2IPO Group ple Beeson Gregary Technology
{P2IPO Limited Investments Limited
IP2IPC Management Limited Bored of Games Limited
IPZIPO Mancagement Il Limited Ceravision Limited
Offshore Hydrecarbon Mapping ple  The Evolution Group ple
TIV IV GP Limited Elixir Studios Limited
Techiran Group Limited Envisional Solutions Limited
Top Technology Ventures Limited Eve Nominees limited
Southempion Asset Management lid — Evolution Beeson Gregory Limited
SynAlRgen limited Evolution Securities Limited
Invesco Perpetual AIM VCT ple Home House Limited

indexIT Consulting Limited
IndexIT Parinership Limited
Investments Limited
Management Limited
Mathengine Ple

Netvisicnal Llimited
Nominees limited

Oxonice limited

Spectral Fusion Technologies
Limited

3.9  No Director has:

(i
fil

(i

{iv]

(vi)

fwii)

any unspent convictions in relation fo indictable cffences:

had any bonkruptey order made against him or entered inio any individual voluntary
arrangements;

been adirector of a company which has been placed into receivership, compulsory liquidation or
credifors’ voluniary liquidation or administration or which has entered into any voluntary
arrangament or any composition or anangement with its creditors generally or any class of its
creditors, nor have they been o director of any such company within the twelve months preceding
such an event;

been a partner of any parership which has been put into compulsory liquidation or
administration or entered info partnership voluntary arrangements, nor have they been @ partner
of such partnership within the fwelve months preceding such an event:

had a receivership of any asset of such direcior or of parinership where he was a partrer at the
time of or within the twelve months preceding such event:

been publicly criticised by statutory or regulatery authorities (including recognised professional
bodies): or

been disqualified by a court from acting s a dirscior of a company or from acting in the
management or conduct of the affairs of any company.
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4.2

4.3

Options
Immediately following Admission, the following Director will hold the following options over Ordinary
Shares:

Number of
Ordinary  Exercise Price
Name Date of Grant Shares [in pence)
Dr S lee 2 September 2004 2,020,200 10p

These options vest as to 5C per cent. on his date of employment {1 September 2004], 17 percent. on
Admission and 33 per cert. 24 menths afier the date of Admission.

The Company has also established the VASTox's Enterprise Management Incentive option scheme
("EMI"). The Compeny has granted the following options under the EAI to employees:

Exercise Price
Number of Ordinary Shares Date of Grant el

88,884 30 September 2004 135

Save as referred to in paragraphs 4.1 and 4.2 above, VASTox has not granted any further options
under the EM! to employees but the Board intends o grant additional options over Ordinary Shares
under the ferms of the EMi to employees and Direclors in the future af an exercise price which takes into
account changes in the value of Ordinary Sherres. The Board has resolved not 1o grant opfions over
Ordinary Shares in excess of a maximum of 10 per cent. of the Company's issued share capital from
fime io time {excluding the options granted to Dr lee on 2 September 2004 and referred to in
paragraph 4.1 cbove).

Directors’ Service Agreements
The following agreements have been entered into by the Directors and the Company:

{al Drleeenteredinio o service agreement with the Company on 30 September 2004, the principal
terms of which are thathis employment with the Croup commenced on | September 2004, he is
entifled to a salary of £100,000 per annum and his service agreement is terminable on wwelve
months’ notice either way. Dr lee entiled 1o a benefits package including life assurance and
pensions confributions maiching the employee's contribution subject o a maximum equalto 5 per
cent. of his salary.

(b} Mr Mulvaney entered into a service agreement with the Company on 30 Seplember 2004, the
principal terms of which are that his employment with the Group commenced on ] September
2004, he s entitled to a salary of £55,000 per annum and his service agreement is terminable
on six months’ nofice either way. Ar Mulverney is also entitied to o benefits package including life
assurance and pensions conributions matching the employee’s confribution subject o a
maximum equal 1o 5 per cent. of his salary.

c] - Mr Montgomery entered info an agreement with the Company on 30 September 2004 relating
fo his appointment as a partime executive director, his gppointment commencing on
I September 2004. The appointment is for an inftial term of 2 years which may be renewed by
agreement. Mr Monigomery receives no fee. The appointment is terminable on one month's
notice elther way.

{d)  Prefessor Davies entered info an agreement with the Company on 30 September 2004 relating
to his appointment as a non-executive direcior, his appoiniment commencing on 1 September
2004 The appointment is for an initial rerm of 1 year which may be renewed by agreement.
Professor Davies receives no fee, The appeintmant is terminable on 2 months’ notice either way.

lel M Norwooed entsred into an agreement with the Company on 30 September 2004 relating 1o
his appointment as a non-executive director, his oppointment commencing on 1 September
2004. The appointmentis for on initial ferm of 2 years which may be renewed by agreement. Mr
Norwood receives ne fee. The appoiniment is terminable on one month's notice either way.

37



5.2

6.2

The aggregote amount paid to the Direciors lincluding salaries, fees, pension contributions, bonus
eayments and benefits in kind) during the last financial year amounted io £32,656. Itis estimated that
the aggregate amount payoble fo the Directors (including salaries, fees, pension contributions, bonus
payments and benefits in kind] for the financial period ending 31 January 2005 under the
arrangements in force at the date of this document will not exceed £ 1 0C,000.

Memorandum and Articles of Association

The memorandum of association of the Company provides that its principal object is 1o carry on
business as a holding company.

The articles of association of the Company (the “Aticles”} contain, inter alia, provisions to the following
effect;

{al  Rights attaching io shares
(i} Income

The profits of the Compony which may be distributed in respect of any financial year or
other period shall be distributed pari passu among the holders of the Ordinary Shares
according to the nominal amounts lexcluding any premium) paid up on the Crdinary
Shares held by them respectively.

fil  Copital
Cn a distiibution of assets on liquidation or otherwise, the surplus assets of the Company
remaining after payment of its liabilities shall be distributed amongst the holders of Ordinary

Shares according to the nominal amounts [excluding any premium] paid up on the
Ordinary Shares held by them respectively.

[ii}  Voting
Subject 1o any special rights or restriciions as to vating attached fo any shares by or in
accordance with the Articles and or any resolution authorising the creation of such shares,

on a show of hands every member who is present in person shall have ene vote and, on o
poll, every member who is present in person or by proxy shall have one vate for every share

held by him.

(bl Variation of class rights

Subject to the Act, all or any of the rights and restricrions atiached o any class of shares may be
aliered, added o or abrogated with the consent in writing of the holders of threedourths in nominal
value of the issued shares of that class o with the sanction of an extraordinary resolution passed at
a separate general meeting of the holders of such shares. To any such separate general meeting
all the provisions of the Articles relating to general meetings shall apply, muratis mutandis, but so
that the necessary quarum shall be two or more persons holding or representing by proxy at least
one-third in nominal value of the issued shares of the relevant class, that every holder of shares of
the class shall be entitled on & poll to ene vote for every such share held by him, that any holder of
shares of the class present in person or by proxy may demand o poll and that at any adjourned
meefing of such holders one holder present in person or by proxy iwhatever the number of shares
held by them) shall be o quorum. The rights atiached o any class of shares shall, unless otherwise
expressly provided by the terms of issue of such shares or by the rights attaching to such shares, be
deemed not fo be aliered by the creation of issue of further shares ranking pari passu therewith or
by ¢ purchase by the Company of its own shares,

{c} Ateration of Capital
Subject o the rights attaching 1o any class of shares that may be in issue:

il the Company may by ordinary resolution consolidate and divide all or any of its share
capltal info shares of larger amount, sub-divide all or any of its shares into shares of smaller
amount (so that the resolution whereby any share is subdivided may determine that as
between the holders of the shares resulting from the subdivision one or more shares may
have such rights or restrictions as compared with the other or ofhers as the Company has
power fo attach to unissued or new shares) and cancel any shares not at the date of the
resolution token or agreed to be taken by any person;
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(&)

li)  subjectto any consent required by law, the Company may by special resolution reduce its
share capital, any capital redemption reserve and any share premium cccount:

(il subject to the provisions of the Act and the Articles. ol unissued shares of the Company are
at the disposal of the Directors:

{ivi subjectto the provisions of the Act, any shares may, with the sanction of a special resolution,
be issued on terms that they are, or al the option of the Company are, liable to be redeemed
on ihe ferms and in the manner provided for oy the Articles; and

Vi subjecttothe provisions of the Act the Company may purchase all or any of its shares of any
class, including any redeemable shares.

Transters of Shares

{il The shares are in registered form but, notwithstanding any other provision of the Articles, o
member is entifted to transfer his shores and other securiiies by means of a relevont system as
referred o in the CREST Regulations including the relevant system of which CRESTCo
limited is the operator. Any provision of the Articles which is inconsistent with the holding of
shares in uncertified form, the transfer of shares by means of such @ refevant system or the
CREST Regulations shall, 1o that extent, not apply.

() Any member may, subject to the Articles, ransfer all or any ot his shares by an instrument of
ransfer in the usual common form or in any other manner (whether or not by writlen
instrument} which the Directors may approve. Any written instrument of fransfer of o share
shall be signed by or on behalf of the transferor (and, in the case of a share which is not fully
paid by or on behalf of the fransferee) and the tansferor shall be deemed fo ramain the
nolder of the shares until the name of the transferee is entered in the register in respect
thereot. All instruments of ransfer may be retained by the Company.

(i} The Directors may refuse o register the transfer of a share which is not fully paid, providing
that any such refusal will not prevent dealings in the shares from taking place on an open
and proper basis.

iv) The Directors may refuse to register any transfer in favour of a person known to be a minor,
bankrupt o person who is mentally disordered or patient for the purpose of any siaiute
relating to mental health.

v} The Directors may decline to register any ransfer unless ony written instrument of fransfer,
duly stamped, is lodged with the Company, accompanied by the relevant cerfificate and
such other evidence as the Directors may reasonavly require to show the right of the
transteror to moke the transfer, the instrument is in respect of only one class of share and, in
the case of a transfer to joint holders the number of joint holders does not exceed four.

v} The register of members may be closed by the Directors for any peried {not exceeding 30
days in any year] upon nofice being given by adverfisement in o leading national daily
newspaper and in such other newspaper as may be required by the Act.

Section 212 of the Act

Without limitation to the powers of the board under section 216 of the Act, where a member fails
to comply with any nofice (o “statutory notice”| given by the board under Section 212 of the Act
requiring such member or any other named person fo give particulars of any interest in respect of
shares in the Company, the Company may, no earlier than fourteen days affer the service of the
siatutery nofice, give the registered holder of such shares a nofice la “restriction netice”} stating or
to the effect that, the shares in respect of which the defoult has occurred {"default shares”), are
subject o certain sanctions for so long as the detault continues and {unless the Board otherwise
determines seven days thereafier. For o shareholding of less than 025 per cent. of the relevant
class, the only sanction is that the member may be prohibited from attending ot meetings and
voting; for a shareholding of 0.25 per cent. ar more of the relevant class, the Arficles also provide
for the withholding of the payment of dividends (including shares issued in lieu of dividend) on the
default shares; and, subject to those limitations approved by the london Stock Fxchange,
restrictions on the transter of the default shares.
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{f)

(g}

Directors

(it Unless and until the Compary in generc meeting shall otherwise determine, the number of
Directors snall not be less than two and there shall not be any maximum number.

{il  Subject to the Act and the Articles, no Director shall be disqualified by his office from
entering into any contractor arrangement with the Company either with regard to his tenure
of any office or employment or as a vendor, purchaser or otherwise. Nor shall any such
contract be liable to be avoided. Nor shall any Director so contracting be liable to account
to the Company for any remuneration, profit or other benefit realised by any such contract
or arrangement by reason of such Director holding that office or of the fiduciary relationship
thereby established, but such Director shall declare the nature of his interest in accordance
with the Act.

Restrictions on Voting by Directors

Save as otherwise provided by the Arficles, a Director shall not vote inor be counted in the quorum)
on any resolution of the Board in respect of any contract or arrangement in which he {or anyone
connected with him!is, to his knowledge, materially inferested, and if he shall his vote shall not be
counted, but [in the absence of some material interest ofher thon as indicated below] this
prohibition shall not apply to any of the following matters nomely:

il the giving of any guaraniee, security or indemnity in respect of money lent o obligations
incurred by him or eny other person at the request of or for the benefit of the Company or cny
of its subsidiaries:

fi}  the giving of any guarantee, security or indemnity to a third party in respect of a debt or
obligation of the Company or any of its subsidiaries for which he himself has assumed
responsibility in whele or in part under a guarantee or indemnity or by the giving of security:

liil]  any proposal concerning his parficipation in any offer of shares in or debentures or other
securities of the Company or any of its subsidiaries issued or 1 be issued pursuant to any
offer or invitation 1o holders of securities or concerning his participation for subscription or
purchase in which offer he is or is 1o be interested as o participant in the underwriting or
subunderwriting thereof;

iVl any contract or arrangement in which he Ts interested by virtue of his interest in Shares or
debentures or other securities of the Company or by reason of any other interest in or
through the Company;

M any proposal concerning retirement, death or discbility benefits scheme or a share opfion
scheme, share incentive scheme or profitsharing scheme which either relates to both
employees and Directors of the Company and/or directors of any subsidiary and does not
provide any Direcior as such any privilege or advantage not accorded to the employees to
whom such scheme or fund relates or has been approved by or is conditional on approval
by the Inland Reverue for tax purposes;

(vi)  any proposal conceming an insurance which the Company is empowered to purchase
and/or maintain for the benefit of and against any fiability incurred by any Directors or
persons who include the Direciors.

Remuneration of Direciors

(1 The remuneration (whether by way of salary, commission, participation in profits or
otherwise} of any executive Director shall be such as the Directors may determine, and
either in addition 16 or in liey of his remuneration as Director,

(il Each of the Directors may be paid a fee for his services as a Director at such rate as the
Directors may from time to time defermine provided that the aggregate of alt such fees so
paid to Directors {excluding amounts payable under any other Article} shall not exceed
£250,000 per annum or such larger amount as the Company may by ordinary resolution
determine.
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liil}  Each Director may be paid all reosonable travelling, hotel and other expenses properly
and reasonably incurred by him in attending and returning from meetings of the Directors or
any committee of the Directors or mestings of shareholders or debenture holders of the
Company or otherwise in connection with the business of the Company or the discharge of
his duties as o Directer. Any Director who, by request, goes fo reside abroad for any
purposes of the Company or who performs services which in the opinion of the Directors go
beyond the ordinary duties of a Director shall be entitled 1o be paid such extra remuneration
twhether by way of salary, commission, participation in profit or otherwise] and such extra
remuneration shall be in addifion to any remuneration provided for By or pursuant to any
other Arficle.

Appointments to office

Subject to the Act, the Directors may from time to fime appoint ene or more of their body 1o hold
any other employment or executive office and upon such terms as they may determine and may
Fevoke of ferminate any of such appointments. Any such revocation or fermination shall be without
prejudice o any claim for damages such Director may have against the Company or the
Company has against the Director for breach of any service confract between him and the
Company.

Retirement of Directors

Save os may be otherwise resolved by the company in general meeting convened on special
nofice a person shall not be appointed as a Director if, at the fime when the appointment would
take effect, he would have aficined the age of 70. A Director shall vacate his office at the
conclusion of the annual general meeting of the Company which nextfoliows his atteining the age
of 70; but acts done by a person as Director are valid notwithstanding that it is afterwards
discovered that, by reason of this Article, he should not have been appointed or his appointment
had terminated

No provision in these Articles for the automatic reappointment of retiring Direclors in default of the
appoiniment of another applies to such a refiree,

Borrowing Powers

The Directors may exercise all the powers of the Company to borrow money and shall restrict fhe
borrowings of the Company, ond exercise all other rights and powers of control which the
Company has in relotion to its subsidiaries, so as to secure {but, in relation to subsidiaries, onty
insofar as the rights and powers of the Compeny enable the board to do so) that the uggregate
outstanding principal amount of all vorrowings of the Company and its subsidiaries from fime o
time does not, without the sanction of an ord nary resolution, exceed an emount equal to four times
the share capital and reserves (as defined by the Articles) without the pravious sanction of any
ordinary resolution of the Company in general meeting.

Pensions, gratuities eic.

The Directors may, subject to the provisions of the Act, exercise all the powers of the Company 1o
grant pensions, annuities or other allowances and benefits in favour of any person including any
Director or tormer Director or the relations, connections or dependants of any Director or former
Director, provided that no pension, annuity or other allowance or benefit [except such as may be
provided for by the Ariicles} shall be granted to a Direcior or former Director wha has not been an
executive Director or held any other office or place of profit under the Company or any of its
subsidiaries or o a person who has no claim on the Company except as a relation, connection or
dependant of such a Direcior o former Director without the approval of an ordinary resolufion of
the Company.

Dividends

Subjectto the Act, the Company in generol meefing may declare dividends, but no dividend shall
exceed the omount recommended by the Directors. Except in so far as the rights atiaching to, or
the terms of issue of, any share ctherwise provides, ali dividends shall be declared and paid
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accerding fo the amounts paid up on the shares, lbut no amount paid up on a share in advance of
calls be reated for this purpose as paid up on such share), and shall be appertioned and paid pro
rata fo the amounts paid up on the shares during any portion of the peried in respect of which the

dividend is paid.
Subject o the provisions of the Act, the Directors may pay such iterim dividends as they think fit.
in]  Unclaimed dividencls

Any dividend unclaimed for o period of 12 years after it became due for payment shall be
forfeited and shall revert fo the Company.

{o]  Untraced sharehoiders

(il When the registered address of a member appears to be incorrect or out of date such
member may, if the board so resolves, be treated as if he had no registered address and
thereafter the Company s not ebliged to send cheques, warrants, nofices or accounts to
that member. No such resolution shall be proposed unless cheques or warrants sent to the
registered address of such member have been returned by the Post Office or left uncashed
on at least two consecutive occasions or, following one such occasion, reasonable
enquiries have failed to establish any new address of such member

(i) Hforaperiod of twelve years at least three dividends have become payable and not been
cashed and no communication has been received from the member [or any person entifled
to the member's shares by transmission), the Company may sell such shares af the best
obtainable price if, after giving rotice in a leading newspaper and a newspaper
circulating in the region of the member's registered address, it has not had any
communication from the member {or anyone entitled to his shares by transmission) within
three months.

Working Capital
The Direciors are of the opinion, having made due and careful enquiry, that the warking capital

available to the Group will be sufficient for its present requirements, that is for at least the next twelve
months from the date of Admission.

Litigation

No member of the Group is engaged in any legal or arbiration proceedings, nor, so far as the
Directors are aware, are there any legal or arbitration proceedings active, pending or threatened
against or being brought by any member of the Group which are having or may have or may have
had, a significant effect on the Group's financial position.

Taxation
General

The following paragrephs include advice recsived by the Directors about the current taxation position
of shareholders who are resident or ordinarily resident in the UK for taxation purposes in respect of their
holdings of Ordinary Shares and whao hold their Ordinary Shares as investments. The statements below
are inferdec only as a general guide and do not consfiute advice o any shareholder on his or her
personal fax posifion and may net apply to cerfoin classes of investor {such as dealers, charities or
pension providers). The comments are based on current legislation and Inland Revenue practice. Levels
of taxation may change from time 1o time. Any investor who is in any doubt as 1o his or her tax
position, or who may be subject to tax in any other jurisdiction, should consult his or her
professional adviser,

Taxation of Dividends

Adwvidend paid to a noncorporate shareholder is freated as being paid with a tax credit equal to one
ninth of the net dividend. A dividend of £90 would therefore have an accompanying tax creditof £10.
Individual shareholders whose income is within the lowest or basic rate bands will be liable to income
tax at 10 per cent on the cggregate of the dividend and the tax credit. The tax credit wil therefore
satisty teir income tax liability on the dividends. Individual shareholders who are liable to income tax
at the higher rate of tax will be charged o tax ot 32.5 per cent. on the aggregate of the dividend with
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the accompanying tax credit. The 10 per cent fax credit is set against the income fax liability of
32.5 per cent. leaving an additional income tax liability of 22.5 per cent. This additional 22.5 per
cent. tax liability equates to an effective rate of income tox on the dividend received of 25 per cent.

Subiject to certain exceptions for certain nsurance companies which hold shares as trading stock, o UK
corporate shareholder who receives o dividend paid by the Company will not be taxable on the
dividend. Since July 1997 pension providers and most UK corperate shareholders have rot been
entitled to payment of tax credits by the Inland Revenus. However, certain charities and other bodies

enfifled to special exceptions can continue o claim fax credits, or o portion thereof, in respect of
dividends paid to & April 2004,

Persons who ore not resident in the UK should consult their own tax advisers on whether they can benefit
from il or part of any tax credit and what relief or credit in fhe jurisdliction in which they are resident.

Taxation of chargeable gains

IFa shareholder disposes of all o any of the Ordinary Shares acquired in the Placing he or she may,
depending on the shareholder's particular circumsiances, incur a fiability fo taxcfion on chargeable
gains. Individuals, personal representatives and frustees, may be entifled to taper relief, which wil
serve fo reduce the chargeable gain. Companies are notentitied to faper relief, but are due indexation
allowence, which may alsc reduce the chargeable gain.

Stamp duty and stamp duty reserve fax

Generally, no stemp duty or stamp duty reserve fax ("SDRT") will be payable by subscribers on the issue
to them of Ordinary Shares pursuant fo the Placing.

Any subsequent ransfer or sale of Ordinary Shares will generally give rise to a liabi ity on the purchaser
to ad valorem stamp duty currently ot @ rate equivalentto £5 forevery £1,000 or partof £ 1 000 of the
consideration paid. An unconditional agresment to ransfer such shares will be subject to SDRT ot o
rate of 0.5 per cent. of the consideration paid. However, when an instrument of ronsfer is executed
and duly stomped before the expiry of ¢ period of six years beginning with the date of fhat agreement,
a claim con normaily be made to cancel or obtain repayment of the SDRT fiability.

Special rules apply fo the agreements made by market makers in the ordinary course of their business,
oroker-dealers and cerain other persons. Agreements o the transfer of Ordinary Shares o charifies wiil
not give rise fo SDRT or stamp duty.

Material Controcts

The following contracts [not being contracts entered ino in the ordinary course of business) have been
entered info by the Company or VCG within the fwo years immediately preceding this docurment and
remain outstarding and are or may be material or are marerial in the context of the Group's business:

ticensing Agreement — ISIS Innovaticn

On 17 September 2004 VCG and ISIS Innovation Limitad {1515 " entered info a licensing agreement
pursuant fo which ISIS granted a licence of a patent application relating to the Utrophin promorer B
sequence. The rights gronted are an exclusive worldwide licence 1o develop and exploit any product
developed by using the licensed Techinclogy [being the patent application and certoin reloted
fechnological improvements and knowhowl. VCG is ensifled fo sublicence such rights subject 1o
certain conditions. YCG is obliged 1o use its best endeavours to develop and exploit the licensed
Technology and maximise the financial return for both parties. The licence requires VCG 1o
acknowledge that where, within two yeors of enfering into the licence, the patent opplication’s
inventors make any improvements 1o the fechnology underlying the application then these wil belong
to ISI5 {although this only applies to such improvements as ISIS is in o position 1o licence]. VCG is
obliged to communicate any improvements it makes 1o the underlying technology to ISIS but such
improvements will belong to VCG byt VCG is obliged to grant the University of Oxford and its
employees, sludents and appointees the right to use and publish any such improverments. VCG is
obliged o contribute towards patent application costs incurred by ISIS. The licence takes effect on the
date of signature and continues until:
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fil  ten years from the date on which a licensed Product [as defined) is first marketed oy VCG: or
(i) for the life of any patent issued in relation to the patent application; or

(iii} - until ecrlier termination by reason of material breach, by the licensee on nofice {one month during
the first six months, and six months notice thereafter] or by the licensor where (@) VCG becomes
insalvent or (b} VCG challenges the validity of the patent application: or lc] VCG, in ISIS's
reasonable opinion, is taking insuficient steps to market the Licensed Products and does not take
such further steps as are requested by 1IS within @ reasonable fime.

Under the licence VCG indemnifies ISIS and the University of Oxford against all claims, damages and
liabilities asserred by third parties which arise directty or indirectly from the use of the Licensed

Techinology or the marketing of the Licensed Products; and/or arising directly or indirectly from any
oreach by VCG of the licence.

Under the terms of the licence VCG s obliged to pay:

(il £5,000 on signing plus £20,000 back patent costs, with payment deferred unfil 1 February
2005, aminimum of £10,000 [in respect of years 2 and 3} and £20,000 in year 4 and each
subsequent year;

(il aroyally at a flot rofe on net sales of 0.75 per cent.;

liii} fee income royally rate ["FIRR”) payable in respect of all upfrant, milestone and other one-of
payments received in respect of licensed Technology subdicences granted by VCG of 15 per
cent. in respect of years 1 and 2:

{ivi ond therealter the cpplicable FIRR for the period up to the milesione as noted below plus the
amount noted below on achievement of the milestone:

(il initiction of first clinical study © £25,000 (FIRR: & per cent.}

i} initiation of the first phase li study: £50,000 (FIRR: & per cent.);
i} initiction of the first Phase I pivotal study: £100,000 (FiRR: 4 per cent. and thereafter):
liv] submission of first application for markefing opproval io o regulatory agency: £150,000:
V- first grant of marketing approvals in any of the USA, EU or Japan: £200,000:

Vi) subsequent grant of marketing approval in USA, EU or Japan: £75,000;

i) fotal aggregate of sales of any one product exceading £ 100 million {and for each year
thereafter where sales exceed £100 million}: £200,000:

viii} - total eggregate of sales of any one product exceeding £200 million jand for each year
thereafter where sales exceed £200 million}: £500,000: and

(v} upon lead validation, £1,000 and upon identification of first clinical candidate, £2,000.

The Share Exchange Agreement

Cn 29 September 2004, the Company ond sach Shareholder entered into o share exchange
agreement pursuant fo which each Shareholder ransferred their shares in VCG for Ordinary Shares
such that the perceniage shoreholdings of each shareholder in VCG prior to such share transfer,
mirrored their percentage shareholdings in the Company after the share exchange.

The Placing Agreement
The Placing Agreement contains the following principal terms:

it the Company appoinied KBC Peel Hunt as ifs agent to procure subscribers at the Placing Price of
the Placing Sheres. KBC Peel Hunt agreed [subject as set out in paragraph ivi) below] to use ifs
reasonabie endeavours 1o procure subscribers af the Placing Price for the Placing Shares:
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(i} the obligations of KBC Peel Hunt referred to in paragraph (i} above are conditional, infer ofia. on
Admission occurring on or about 14 Cctober 2004 or such later date {being not later than
28 October 2004} as KBC Peel Hunt and the Company may agree;

liii} the Company agreed to pay KRC Peel Hunt:
(ca) commission af the rate of 3 per cent. of the value of the Placing Shares; and
[bb} a corporate finance fee of £200,000;

(iv) the Company agreed ta pay all the costs and expenses of and incidental to the Placing {fogether
with value added tax on such costs and expenses);

(v the Company ond each of the Direciors have given certain warranties, representations and
undertakings to KBC Peel Hunt in relation, inter alia, to the accuracy of the information contained
in this document, the financial pasition of the Groupandas o other matters in relation fo the Group
ard its business. In addition KBC Peel Hunt has the benefit of corain indemnities provided by the
Company and each of the Direciors relating to losses or liabilities incurred oy KBC Peel Huntin the
performance of its duties, save o the extent thatany such losses and liabilities arise from KBC Peel
Hunt's willul defaull, negligence or breach of its abligations under an express term of the Placing
Agreement:

i) KBC Peel Hunt may terminare the Placing Agreement at any time prior o Admission in certain
circumstances, including a breach of any of the warranties, representations o undertakings
contained in the Ploclng Agresment or upon the occunence of certain force majeure events;

vii) the Directors hove agreed with the Company and KBC Pee! Hunt net o dispose of any of their
Ordinary Shares before the second anniversary of Admission {save in a limited set of
circumstances).

General

Save as disclosed in this document, the Directors are unaware of any exceptional factors which have
influenced the activities of the Group.

Mo person {other than the Group's professional advisers and frade suppliers) has received, directly or
indirectly from any member of the Group within the twelve manths oreceding the date of this document,
or entered into confractual arrangement fo receive, directly or indirectly, from any member of the
Group on or after Admission any of: {1} fees totalling £10,0C0 or more; {ii} securities in the Company
with e value of £10,000 or more (calculated by reference to the Placing Price]: or {iil any other benefit
with @ value of £10,000 or more at the date of this document.

KBC Peel Hunt has given and not withdrawn its writien consent 1o the issue of this document with the
references 1o its name in the form and context in which they appear.

The totel costs, charges ond expenses in connection with the Placing are estimated to be
approximately £0.9 million (exclusive of VAT) and are payable by the Company. The net proceeds of
the Placing will be approximately £14.1 million.

The Plecing Shares being placed have a nominal value of 10 pence and the premium on issue
pursuant fo the Placing will be 125 pence per Ordinary Share.

Other than the application for Admission, the Ordinary Shares have not been admitted fo dealings on
any recognised investment exchange nor has any application for such admission been made, nor,
except as stated above, are there intended o be any other arcangements for dealing in the Ordinary
Shores.

Other than as described in paragraph 10,1 above, there are no patents or other intellsciual property
rights, licences or particular confracts which are of fundamental importance 1o the Group's business.

Other than pursuant o the terms of the Placing Agreement, no commissions are payable by the
Company to any person in consideration of his agreeing to subscribe or his procuring or agreeing fo
procure subscribers for Ordinary Shares.
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1.9 Monies received from applicants pursuant fo the Placing will be held in accordance with the rerms of
the placing letters issued by KBC Peel Hunt until such time as the Placing Agreement becomes
unconditional in all respects. I the Placing Agresment does not become unconditional in all respects by
28 October 2004, application monies will be retumed to applicants a their own risk.

11.1CKBC Peel Hunt, in its capacity as market maker, has agreed to subscribe 93,000 Placing Shares
pursuant 1o the Placing.

12.  Availability of this document

Coples of this document are available to the public, free of charge, during normal business hours on
any weekday [expect Saturdays and public holidays) at the offices of KBC Peel Hunt, 111 Old Broad
Street, London EC2IN 1PH from the date of this document and for a period of at least one month from
the date of Admission.

11 Qctober 2004
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