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notes to the consolidated financial statements continued

for the year ended 31 july 2009

12. EARNINGS PER SHARE

2009 2008
Loss attributable to the equity holders of the parent £4,280,000 £4,289,000
Weighted average number of Ordinary shares in issue 42,153,966 36,663,967
Basic and fully diluted loss per share (10.15)p (11.70)p

Basic earnings per share is calculated by dividing the profit attributable to equity holders of the parent by the weighted average number
of Ordinary shares in issue during the year.

Diluted earnings per share is calculated by adjusting the weighted average number of Ordinary shares outstanding to assume conversion of
all dilutive potential Ordinary shares according to IAS 33. Dilutive potential Ordinary shares include granted share options and warrants where
the exercise price is less than the average market price of the Company’s Ordinary shares during the year.

IAS 33 requires presentation of diluted earnings per share when a company could be called upon to issue shares that would decrease net profit
orincrease net loss per share. Only options or warrants that are “in the money” are treated as dilutive and net loss per share would not be increased
by the exercise of such options or warrants. Therefore no adjustment has been made to dilute loss per share for any outstanding shares options
or warrants.

13. PROPERTY, PLANT AND EQUIPMENT

Office Prototypes
and and
computer laboratory
equipment equipment Total
£000 £000 £000
Cost
At 1 August 2008 84 266 350
Additions 9 132 141
Disposals (8) (4) (12)
At 31 July 2009 85 394 479
Accumulated depreciation
At 1 August 2008 (38) (24) (62)
Charge for the year (20 (150) (170)
Disposals 3 1 4
At 31 July 2009 (55) (173) (228)
Net book value
At 31 July 2009 30 221 251
Office Prototypes
and and
computer laboratory
equipment equipment Total
£000 £000 £000
Cost
At 1 August 2007 58 4 62
Additions 26 262 288
At 31 July 2008 84 266 350
Accumulated depreciation
At 1 August 2007 (21) — (21)
Charge for the year (17) (24) (41)
At 31 July 2008 (38) (24) (62)

Net book value
At 31 July 2008 46 242 288
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14. INTANGIBLE ASSETS
IP rights Goodwill Total
£000 £000 £000
Cost
At 1 August 2008 16,121 591 16,712
Additions 3,933 — 3,933
Disposals (70) (526) (596)
At 31 July 2009 19,984 65 20,049
Accumulated amortisation
At 1 August 2008 (2,526) (578) (3,104)
Amortisation charge (2,024) - (2,024)
Disposals 27 526 553
At 31 July 2009 (4,523) (52) (4,575)
Net book value
At 31 July 2009 15,461 13 15,474
IP rights Goodwill Total
£000 £000 £000
Cost
At 1 August 2007 16,064 599 16,663
Additions 57 — 57
Disposals — (8] (8)
At 31 July 2008 16,121 591 16,712
Accumulated amortisation
At 1 August 2007 (898) (527) (1,425)
Amortisation charge (1,628) — (1,628)
Impairment charge — (51) (51)
At 31 July 2008 (2,526) (578) (3,104)
Net book value
At 31 July 2008 13,595 13 13,608

The IP rights acquired in the year arise from the expansion of the University of Sheffield IP rights agreement. The consideration for the IP rights
amounting to £3,913,000 has been treated on the same basis as the Cardiff University IP rights and will be amortised over the ten-year life of the
agreement with provision made for any impairment when required.

Goodwill relates to that generated on the acquisition of the Group’s subsidiaries Diurnal Limited and Lifestyle Choices Limited.

CARRYING VALUE OF THE UNIVERSITY OF SHEFFIELD AND CARDIFF UNIVERSITY IP PIPELINE RIGHTS
The following key variables would be relevant in determining a fair value for the IP pipeline rights:

? the timing and number of spin-out companies from Cardiff University;

7 dilution of percentage shareholding rates as a result of financing related spin-out companies in the future;
A disposal values and timings; and

A discount factors.

Each year the Directors review the IP pipeline rights for any evidence of impairment. This review is based on a discounted cash flow model which
looks at historic information based on the key variables noted above and projects forwards over the remaining life of the IP pipeline rights and through
to the exit of the spin-out companies. The Directors consider that for each of these variables there is a wide range of reasonably possible alternative
values, which result in a wide range of fair value estimates for the IP pipeline rights agreements. None of these estimates of fair value is considered
more appropriate or relevant than any other. Based on the review this year, the Directors believe that there is no impairment of the IP rights and that
the most appropriate treatment is for the IP rights to be amortised over the ten-year life of the agreement with provision made for any impairment
when required, consistent with the treatment in the prior year. The carrying value of the Cardiff University IP rights amounted to £11,870,000
(2008: £13,465,000). The carrying value of the University of Sheffield IP rights amounted to £3,522,000 (2008: £nil).
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notes to the consolidated financial statements continued

for the year ended 31 july 2009

15. INVESTMENTS
Spin-out
companies Loans Total
£000 £000 £000
Fair value
At 1 August 2008 4,667 1,759 6,426
Additions 259 1,041 1,300
Disposals (968) (419) (1,387)
Transfers 945 (945) —
Change in fair value in the year 87 (29) 58
At 31 July 2009 4,990 1,407 6,397
Change in fair value in the year
Fair value gains 1,483 — 1,483
Fair value losses (1,396) (29) (1,425)
87 (29) 58
Spin-out
companies Loans Total
£000 £000 £000
Fair value
At 1 August 2007 4,209 882 5,091
Additions 681 1,039 1,720
Transfers 11 (11) —
Change in fair value in the year (234) (151) (385)
At 31 July 2008 4,667 1,759 6,426
Change in fair value in the year
Fair value gains 551 — 551
Fair value losses (785) (151) (936)
(234) (151) (385)

The fair value of investments has been determined using a valuation method, details of which are set out in the accounting policy for “financial
assets held at fair value through profit and loss”.

At 31 July 2009, the Group had investments where it holds 20% or more of the issued share capital as follows:

Principal Class of

activity Holding shares held

Adjuvantix Limited Vaccine adjuvants 49% Ordinary
Demasq Limited Bone and soft tissue imaging products 48% Ordinary
Magnomatics Limited Magnetic devices 48% Ordinary
Asterion Limited Cytokine therapies 38% Ordinary
Medaphor Limited Medical training solutions 35% Ordinary
Abcellute Limited Cell stabilising technology 33% Ordinary
Art of Xen Limited Medical use of xenon gas 32% Ordinary

Simcyp Limited Drug metabolism 22% Ordinary
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15. INVESTMENTS CONTINUED
At 31 July 2009, the Group had investments where it holds 20% or less of the issued share capital as follows:
Principal Class of
activity Holding shares held
Morvus Technology Limited Oncology therapies 14% Ordinary
Muscagen Limited Drug discovery 13% Ordinary
Q Chip Limited Life science and therapeutic products 1% Ordinary
|2 Research Limited Pesticide testing 10% Ordinary
Bitecic Limited Clinical research and support 10% Ordinary
Zilico Limited Cervical cancer detection 6% Ordinary
Intercytex Group plc Regenerative medicine 3% Ordinary
All companies are incorporated in England and Wales.
16. TRADE AND OTHER RECEIVABLES
2009 2008
£000 £000
Trade receivables 15 68
Amounts due from related parties 16 211
Other tax and social security 88 71
Other receivables 1 6
Payments on account 335 358
Prepayments and accrued income 48 269
503 983
The Directors consider that the carrying amount of trade and other receivables approximates their fair value.
The amounts due from related parties are detailed in note 24.
Payments on account represent the transfer of funds in advance to the University of Sheffield, details of which are set out in the accounting policy

for “payments on account”.

CREDIT RISK

The Directors believe that given the majority of trade and other receivables are with related parties (primarily public sector organisations) there

is little risk to credit quality.

AGEING OF TRADE RECEIVABLES
No trade receivables are past their due date and no impairment provision is considered necessary.

17. CASH AND CASH EQUIVALENTS

2009 2008

£000 £000

Cash and cash equivalents 5,033 1,363
Short-term deposits — 5,000
5,033 6,363

Cash and cash equivalents comprise cash held by the Group and short-term bank deposits with an original maturity of three months or less.

The carrying amount of these assets approximates their fair value.

For investment purposes the cash balances are in ring-fenced funds for investment into the University of Sheffield and Cardiff University IP.
The balances at 31 July 2009 were £434,000 and £3,774,000 respectively (2008: £285,000 and £5,909,000 respectively). The remaining cash balances

related to cash held within consolidated spin-out subsidiaries.

SENSITIVITY ANALYSIS - INTEREST RATE RISK
At 31 July 2009, if interest rates had been 2% higher/lower, the loss for the year and other components of equity, would have been £142,000
(2008: £174,000) lower/higher as a result of higher interest received on cash and short-term cash deposits.
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notes to the consolidated financial statements continued

for the year ended 31 july 2009

18. SHARE CAPITAL AND PREMIUM

2009 2008
£000 £000
Authorised
56,500,000 Ordinary shares of 1p each 565 565
Allotted, called up and fully paid
42,153,966 (2008: 36,663,967) Ordinary shares of 1p each 422 367
Share premium 36,052 31,671

The Company has one class of Ordinary shares which carry equal voting rights, equal rights to income and distribution of assets on liquidation
or otherwise and no right to fixed income.

On 1 August 2008, following the completion of the expanded Sheffield Agreement, the Company issued 5,489,999 Ordinary shares of 1p each.
Of the total number of shares, 3,140,000 were issued to the University of Sheffield and 2,349,999 shares were placed on AIM with institutional
investors raising £2,115,000. The new shares issued represented 15% of the Company’s then existing share capital and following the issue
represents 13% of the Company’s enlarged issued share capital.

19. OTHER RESERVES
The other reserves totalling £3,000 (2008: £3,000) comprise a capital redemption reserve of £1,000 (2008: £1,000) and a capital reserve of £2,000
(2008: £2,000) arising from the Company’s admission to AIM in 2005 and the resulting differences on consolidation under merger accounting.

20. MINORITY INTEREST

2009 2008

£000 £000
At 1 August - —
Disposal of subsidiary undertakings 829 301
Share of loss in year (735) (675)
Minority interest attributable to Group 45 374
At 31 July 139 —

The disposal of subsidiary undertakings reflects the change of the Group's holdings in Phase Focus Limited, Diurnal Limited and Mesuro Limited
following investment monies received from funding rounds involving third parties and the disposal of subsidiary undertakings Bioacta Limited and
Genophrenix Limited.

21. NON-CURRENT LIABILITIES

2009 2008

£000 £000
Amounts owed to University of Sheffield 695 1,868
Amounts owed to Cardiff University 1,411 1,334
Amounts owed to Sheffield University Enterprises Limited 7 68
Deferred consideration owed to University of Sheffield 1,087 —
Amounts owed to related parties 3,344 3,270

The amount owed to the University of Sheffield and Cardiff University relate to loan notes and accrued interest due arising from the purchase
of the Group’s interest in its portfolio of spin-out companies. These amounts are repayable on the earlier of the sale by Fusion IP of the underlying
share capital in the company, or the company making dividend payments, or ten years from the day of issue. These amounts are only payable
to the extent that any gain or dividend is received by Fusion IP and can be cancelled by Fusion IP by the return of the shares to which they relate
to the University of Sheffield or Cardiff University respectively.

The deferred consideration owed to the University of Sheffield relates to the expanded Sheffield Agreement and represents 1,207,826 Ordinary
shares which will be issued to the University of Sheffield. The Ordinary shares will only be issued once additional Ordinary shares are issued
and only to the extent that the holding of the University of Sheffield in the Company does not exceed 29.9% of the issued share capital.

The amounts owed to Sheffield University Enterprises Limited relate to a loan and accrued interest repayable by the subsidiary undertaking,
Diurnal Limited.





