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Financial review

Overview
The pre-exceptional loss from continuing operations before 
tax decreased significantly as a result of the restructuring 
activities announced on 9 September 2010 (£15.2m in 
2010 compared to £20.2m in 2009). These restructuring 
activities included reducing headcount across all functions 
at our UK and Finland sites and ceasing activity on our 
late-stage clinical trials, resulting in the reduction of 
pre-exceptional research and development expenses from 
£15.6m in 2009 to £10.8m in 2010. 

Exceptional items arising during the year comprised 
redundancy costs associated with the restructuring and the 
impairment of goodwill relating to Ark Therapeutics Oy (see 
notes 6 and 11 to the financial statements).

The loss from discontinuing operations, which relates to the 
operations of the woundcare business, amounted to £0.3m 
(2009: £0.9m).

Cash and money market investments at 31 December 2010 
totalled £10.6m (2009: £21.5m).

RESULTS OF OPERATIONS
YEARS ENDED 31 DECEMBER 2010 AND 2009

Revenue
Revenue from continuing operations in 2010 totalled 
£0.8m, relating wholly to manufacturing activities (2009: 
£0.2m). The remainder of revenue from continuing 
operations recorded in 2009 of £1.2m was for a milestone 
receipt due under the licensing agreement with Boehringer 
Ingelheim. In future years an increasing proportion of 
revenue is expected to come from the out-licensing of early 
stage products together with manufacturing revenue. 

Research and development expenses
Ark conducts research at its facilities in Kuopio, Finland, 
at University College London and through a specialist 
chemistry sub-contractor. Clinical studies are carried out by 
approved clinical research organisations within Europe and 
North America under the close supervision of senior project 
managers employed by the Group. Pre-exceptional research 
and development expenditure in 2010 was £10.8m (2009: 
£15.6m), the decrease principally due to the cessation of 
all late stage clinical trials and the cost saving measures 
put in place as a result of the restructuring. Research and 
development expenses comprise clinical development costs, 
manufacturing development costs and research costs, and 
are detailed below. 

Clinical development costs
Major expenditures during the year included the costs of 
the Trinam® Phase III study. It is anticipated that 2011 will 
see a greater proportion of expenditure on the early-stage 
clinical programmes including toxicology.

Manufacturing development costs
Manufacturing development costs decreased during 
2010 again primarily due to the reduced headcount and 
other cost-saving measures put in place as a result of 
the restructuring. Significant expenditure included the 
manufacture and testing of GMP material for the prioritised 
early-stage programmes. 

Research costs
Research costs in the period totalled £2.8m (2009: £3.8m), 
again reflecting cost-saving measures put in place as a 
result of the restructuring. 

Other administrative expenses 
Pre-exceptional other administrative expenses for the 
period were £5.0m (2009: £5.3m). These administrative 
expenses consist primarily of remuneration for employees 
in executive and operational functions (including finance, 
commercial development, legal and IT), facilities costs and 
professional fees.

Share-based compensation 
The share-based compensation credit for the period 
amounted to £0.6m (2009: charge of £0.4m). The credit 
in the year arose from a reassessment of the probability 
of certain non-market based performance criteria being 
achieved on outstanding options and LTIPs. It also reflects 
a reduction in headcount in 2010. 

Other income and expenses
Other income and expenses comprised exchange 
differences, fair value gains and losses on hedging 
arrangements, the cost of foreign currency options and 
income from EU and Government grants. During the year 
the Group recognised other expenses of £0.3m compared 
with £0.7m in 2009. This decrease arose from unrealised 
exchange differences on inter-company loans, with a 
loss of £0.5m recorded in the current period versus a 
loss of £1.0m in 2009. These Euro denominated loans 
were granted to the Finnish subsidiary, Ark Therapeutics 
Oy by Ark Therapeutics Limited, in order to finance the 
new biologics manufacturing facility. In addition, EU and 
government grant income during the year totalled £0.4m 
(2009: £0.5m). 

Investment income
The Group invests its surplus cash in bank deposits of up 
to one year in accordance with the terms of the Investment 
Policy approved by the Board. This policy has as its 
principal aim the security of the Group’s cash balances 
and contains strict criteria on minimum credit ratings and 
maximum deposit size. Net interest receivable comprises 
the interest income generated from cash invested in term 
and overnight deposits. In the year ended 31 December 
2010 the Group earned investment income of £0.1m (2009: 
£0.6m) on cash deposits. The decrease was due to the fall 
in interest rates as well as lower levels of cash and money 
market investments.
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Taxation
There were no UK corporation tax charges for the year under 
review due to the incidence of tax losses. We continue the 
policy of surrendering tax losses for cash by making research 
and development tax claims to the tax authorities and 
anticipate a tax credit receivable of £1.0m in respect of the 
year ended 31 December 2010 (2009: £1.3m), the decrease 
resulting from the lower level of qualifying research and 
development expenditure in the year.

Loss per share
The basic and diluted loss per share for 2010 from 
continuing and discontinued operations was 8 pence  
(2009: 10 pence). The basic and diluted loss per share from 
continuing operations only was 8 pence (2009: 9 pence).

Balance sheet
Total net assets (defined as total assets less total liabilities) 
have reduced from £35.6m at 31 December 2009 to 
£18.8m at 31 December 2010, principally as a result of the 
operating cash outflows during the period. 

Cash flow
The net cash outflow from operating activities for the 
year was £10.7m (2009: £19.5m). Ark’s net cash outflow 
from capital expenditure was £0.3m (2009: £1.6m), the 
decrease reflecting the lower expenditure on the biologics 
manufacturing facilities in Kuopio, Finland. Intangible 
capital expenditure included licence payments to access 
technology used in Ark’s development programmes.

The Board operates an Investment Policy governing the 
investment of the Group’s cash resources, under which 
the primary objective is to invest in low risk cash or cash 
equivalent investments to safeguard the principal, ensuring 
that these resources remain available to fund the Group’s 
operations.

Russell Banks
Chief Financial Officer 
11 March 2011
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Statement on corporate governance 

The Company believes that an effective system of corporate 
governance, appropriate to the Company at this stage of 
its development, assists its corporate aim of delivering 
shareholder value. In this annual report, the Board is 
reporting formally on its compliance with the Financial 
Reporting Council’s (“FRC”) Combined Code on Corporate 
Governance (published in June 2008) (the “Code”). The 
Board recognises that it is accountable to shareholders 
for the Company’s standard of governance and seeks 
to demonstrate how the principles of good governance, 
advocated by the Code, have been and continue to be 
applied within the Company. 

Statement of compliance with the Code 
In accordance with the Listing Rules of the Financial 
Services Authority, the Company confirms that during the 
reporting period (1 January 2010 to 31 December 2010) 
it was compliant with the provisions of, and applied the 
principles of, Section 1 of the Code. The following sections, 
together with the Directors’ remuneration report, provide 
details of how the Company applies the principles and 
complies with the provisions of the Code.

The role of the Board 
The Code requires every company to be headed by an 
effective board, which is collectively responsible for the 
success of the company. The Company has implemented 
a policy setting out which matters are reserved for the 
decision of the Board. This policy is reviewed and updated 
on a regular basis. Other powers are delegated to the 
various Board Committees and senior management. Details 
of the Board Committees are set out on page 14 of this 
annual report. Papers for Board and Committee meetings 
are circulated in advance of the relevant meeting and where 
a director is unable to attend he continues to be provided 
with a full copy of the papers and has the opportunity to 
comment on the matters to be discussed. 

The Board considers that its primary role is to provide 
leadership to the Group, to set the Group’s long-term 
strategic objectives and to develop robust corporate 
governance and risk management practices. The policy of 

matters reserved to the Board and delegated authorities is 
reviewed and approved by the Board. Matters reserved to 
the Board include:

	 setting the overall direction, strategy and long-term 
objectives of the Group and delegating day-to-day 
management to the Chief Executive;

	 reviewing Group performance; 
	 reviewing the arrangements in place relating to risk 
management, regulatory and industry issues;

	 approving items of major capital expenditure, annual and 
interim reports, accounts, budgets (including reviewing 
performance against budget);

	 undertaking reviews of Board, committee and individual 
director performance at least annually;

	 approving changes to the structure, size and composition 
of the Board (on the recommendation of the Nomination 
Committee); and 

	 determining the remuneration policy of Directors and 
senior management (on the recommendation of the 
Remuneration Committee). 

The policy of reserved matters also identifies those matters 
where full delegation to a Board Committee is not normally 
permitted, as a final decision on the matter is required 
to be taken by the whole Board. Matters which the Board 
considers suitable for delegation are contained in the terms 
of reference of its Committees. The authority delegated 
to senior management provides a practical framework to 
executive management which seeks to achieve the dual 
objectives of maintaining effective financial and operational 
controls whilst providing sufficient flexibility to manage the 
business. 

The Board considers that it has shown its commitment to 
leading and controlling the Company by meeting ten times 
during the period and conducting strategy and budget 
reviews. Directors also meet as members of Committees. 
The attendance of each Director at Board meetings, and 
those Committees of which they were a member during the 
year, is set out in the table below. 
 

Board and Committee meeting attendance
		  Audit	 Remuneration	 Nomination
Director	 Board	 Committee	 Committee	 Committee

Executive Chairman
Iain Ross1	 1/1	 –	 –	 –

Executive Directors
Dr Nigel Parker2	 4/4	 –	 –	 –
Martyn Williams	 10/10	 –	 –	 –

Non-Executive Directors
Andrew Christie3	 10/10	 1/1	 3/3	 1/1
Peter Keen	 10/10	 4/4	 3/3	 1/1
David Prince	 10/10	 4/4	 1/1	 1/1
Dr Wolfgang Plischke4	 3/8	 0/3	 –	 –
Sir Mark Richmond5	 8/8	 –	 –	 1/1
Professor Seppo Ylä–Herttuala 	 7/10	 –	 –	 –

Attendance is expressed as the number of meetings attended/number eligible to attend.
1. Iain Ross was appointed as Executive Chairman on 9 September 2010 
2. Dr Nigel Parker resigned as a Director on 5 May 2010
3. �Andrew Christie stepped down as Chairman on 9 September 2010 and, post-period, resigned as a Director on 9 March 2011
4. Dr Wolfgang Plischke resigned as a Director on 17 August 2010
5. Sir Mark Richmond resigned as a Director on 17 August 2010
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Division of responsibilities between Executive Chairman 
and Chief Executive
The Chairman, Iain Ross, is responsible for leadership 
of the Board, ensuring its effectiveness on all aspects 
of its role, setting its agenda and ensuring that the 
Directors receive accurate, timely and clear information. 
The Chairman also ensures effective communication with 
shareholders and facilitates the effective contribution 
of Non-Executive Directors. The Chief Executive, Martyn 
Williams, is the executive responsible for the running of the 
business and managing the executive management team, 
which reports formally to the Board at each Board meeting. 
During the period, the position of Senior Independent 
Director, whose main role is to satisfy the function outlined 
in the Code of being available to shareholders where 
there are concerns which normal contact has failed to 
resolve, to lead the process for evaluating the Chairman’s 
performance and to chair the Nomination Committee when 
it is considering the succession to the role of Chairman, 
was filled first by Sir Mark Richmond and, following his 
resignation, by Andrew Christie. Post-period David Prince 
has taken on the role of Senior Independent Director 
following Mr Christie’s resignation from the Board.

By dividing responsibilities in this way no one individual has 
unfettered powers of decision-making.

Board balance
The Code requires a balance of Executive Directors and 
Non-Executive Directors (“NEDs”) (and, in particular, 
independent NEDs) such that no individual or small group 
of individuals can dominate the Board’s decision taking.  
A smaller company, such as Ark, is required to have at  
least two independent NEDs. In the period under review,  
up until Dr Nigel Parker’s resignation from the Board on 
5 May 2010, six of the then eight Board members were 
NEDs, four of whom (excluding the Chairman) the Board 
considered to be independent. Following Dr Parker’s 
resignation, six of the then seven Board members were 
NEDS, four of whom (excluding the Chairman) the Board 
considered to be independent. Following Dr Wolfgang 
Plischke’s and Sir Mark Richmond’s resignation on 17 
August 2010, four of the then five Board members were 
NEDs, two of whom (excluding the Chairman) the Board 
considered to be independent. Following Andrew Christie 
stepping down as Non-Executive Chairman and Iain Ross’ 
appointment as Executive Chairman on 9 September 
2010, four of the six then Board members were NEDs, 
three of whom the Board considered to be independent. 
Post-period, Andrew Christie resigned from the Board on 
9 March 2011. Also, post period, Dr David Bloxham was 
appointed as a NED. The current composition of the Board, 
therefore, as at the date of this report is that there are six 
Board members including four NEDS, three of whom the 
Board considers to be independent. 

The NEDs come from diverse business backgrounds and 
each has specific and relevant expertise which, in the 
opinion of the Board as a whole, materially enhances the 
judgment and overall performance of the Board. 

Following his appointment to the Board, Mr Ross attended 
formal induction training at the Company, meeting with 
employees at the Group’s head office, UK scientific research 
facility and also visited the Company’s facility in Kuopio, 
Finland. Dr Bloxham will receive similar induction training.

The Company intends to recruit a further NED in the next 
12 months as part of its succession planning. 

Appointments to the Board are the responsibility of the 
full Board, on the recommendation of the Nomination 
Committee. On joining the Board, NEDs receive a 
formal appointment letter, which identifies the terms 
and conditions of their appointment and, in particular, 
the time commitment expected of them. A potential 
director candidate is required to disclose all significant 
outside commitments prior to appointment. The terms 
and conditions of letters of appointment of NEDs and 
service contracts of executive directors are available to 
shareholders for inspection at the Group’s registered office 
during normal business hours and at the forthcoming 
Annual General Meeting (for 15 minutes prior to the 
meeting and during the meeting).

Independence of NEDs
As explained in previous annual reports, in order to assist 
in securing the recruitment and retention of high calibre 
NEDs, the Company historically granted NEDs options to 
acquire shares in the Company, in addition to fees, but no 
longer does so. No NEDs were granted options under the 
NED Share Participation Plan in the period under review. 
Professor Seppo Ylä-Herttuala was granted share options 
in the period under the Group’s Consultancy Share Option 
Plan, not in relation to his directorship but as part of the 
benefits he receives for the consultancy services he supplies 
to the Group.
 
The holding of share options by NEDs could, amongst  
other things, be relevant in determining whether a NED  
is independent. After detailed consideration, the Board 
has determined that it does not believe that the holding of 
share options by its NEDs impacts on their independence  
in character and judgment. Options granted to NEDs 
are not subject to any performance conditions and the 
number of shares which may be acquired on the exercise 
of an option is solely dependent on the NED’s period 
of service with the Company. In accordance with the 
recommendations of the Code, NEDs are required to hold 
shares arising from the exercise of any Directors’ share 
options granted since the IPO for at least one year from  
the date that they cease to be a Director. 

Notwithstanding the fact that Peter Keen has been a NED 
of the parent company of the Group for thirteen years, 
the Board has rigorously evaluated his performance and 
considers that he is fully independent of the Company 
(since serving more than nine years could be relevant to 
the determination of a NED’s independence). The same 
evaluation was carried out in respect of Sir Mark Richmond 
and the Board considered that he was fully independent of 
the Company during the period to the date of his retirement 
from the Board on 17 August 2010.

The Board has, therefore, determined that during the period 
under review David Prince and Peter Keen met and continue 
to meet the independence criteria set out in the Code and 
that Dr Wolfgang Plischke and Sir Mark Richmond met 
the independence criteria set out in Code until they both 
resigned from the Board on 17 August 2010. Following 
his stepping down as Chairman on 9 September 2010, 
the Board determined that Andrew Christie also met the 
independence criteria set out in the Code.
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During the reporting period the NEDs met once without 
both the executive management and the Chairman being 
present.

Information and professional development
The Board receives detailed reports from executive 
management on the performance of the Group at Board 
meetings and other information as necessary, and senior 
management regularly make presentations to the Board on 
their areas of responsibility. Regular updates are provided 
on relevant legal, corporate governance and financial 
reporting developments and directors are encouraged to 
attend external seminars on areas of relevance to their role. 

All Directors have access to the advice and services of 
the Company Secretary. The removal and appointment 
of the Company Secretary is a matter reserved for Board 
approval. The Board also obtains advice from independent 
professional advisers as and when required.

Directors’ conflicts of interest
Directors are required to notify the Company Secretary of 
any potential conflicts of interest when they are appointed 
to the Board and, following appointment, as new potential 
conflicts arise. These notifications are then considered 
and authorised by the Board as appropriate. In addition, 
the Company has put in place an annual process to review 
potential conflicts of interest, with the last review having 
been undertaken in April 2010.

The Board Committees
The Board has established a Remuneration Committee,  
a Nomination Committee and an Audit Committee, whose 
make-up complies with the requirements of the Code. The 
terms of reference of each Committee can be downloaded 
from the Company’s website www.arktherapeutics.com.  
These terms are reviewed annually by the relevant 
Committee and the Board. All Committees have access 
to independent expert advice. Appointments to Board 
Committees are for three year terms extendable by no  
more than two further three year periods.

The Nomination Committee
The Nomination Committee meets at least once a year or 
more if necessary and has responsibility for considering 
and making appropriate recommendations to the Board 
on the size, structure and composition of the Board 
and retirements and appointments of additional and 
replacement Directors. The Code recommends that a 
majority of members of the Nomination Committee are 
independent NEDs. Andrew Christie chaired the Nomination 
Committee from 5 September 2010, the former chair,  
Sir Mark Richmond having resigned as a Director on 17 
August 2010. Its other members in the review period were 
Peter Keen and David Prince, who was replaced by Iain 
Ross on 9 September 2010. Consequently, three out of 
four members of the Committee were considered by the 
Company to be independent NEDs for the period to  
9 September 2010 (Mr Christie having served until that 
date as Chairman of the Board, not being eligible for 
consideration as independent). For the remainder of the 
reporting period, two out of the three members were 
considered by the Company to be independent NEDs.

The Remuneration Committee
The Code requires that, in the case of a smaller company, 
the Remuneration Committee consists of at least two 
independent NEDs. During the reporting period the 

Committee’s members were Sir Mark Richmond (until 
his retirement from the Board on 17 August 2010), 
Andrew Christie, David Prince (having been appointed to 
the Committee on 5 September 2010) and Peter Keen, 
who also chaired the Committee. Peter Keen, Sir Mark 
Richmond and David Prince were all considered by the 
Board to be independent throughout the period they served 
on the Committee.

The Committee has responsibility for making 
recommendations to the Board on the Company’s policy on 
the performance evaluation and remuneration of Directors, 
and for determining, within agreed terms of reference, 
specific remuneration packages for each of the Executive 
Directors and members of senior management, including 
pension rights, any compensation payments and the 
implementation of executive incentive schemes. 

The Audit Committee
The Code recommends that in the case of a smaller 
company the Audit Committee should consist of at least 
two independent NEDs, one of whom has recent and 
relevant financial experience. The Company complies with 
these recommendations, with two of the Audit Committee 
members (David Prince and Peter Keen) having recent and 
relevant financial experience. David Prince is Chairman of 
the Committee and the other members during the reporting 
period were Dr Wolfgang Plischke (until his retirement from 
the Board on 17 August 2010), Peter Keen and Andrew 
Christie (having been appointed to the Committee on  
5 September 2010). A detailed report on the duties of the 
Audit Committee and how it discharges its responsibilities 
is provided later in this Corporate governance report. 

Timeliness and quality of Board information
The Board has sought to ensure that Directors are properly 
briefed on issues arising at Board meetings by establishing 
procedures for: distributing Board papers in a timely 
manner in advance of meetings; considering the adequacy 
and quality of the information provided before making 
decisions; and adjourning meetings or deferring decisions 
when Directors have concerns about the information 
available to them. On joining the Board, Directors take part 
in a formal induction process, including the provision of 
past Board materials to provide background information on 
the Group, information on Board processes and governance 
framework, site visits and meeting with employees. The 
induction is tailored to meet each new Director’s specific 
needs. Training is provided to all Directors on an ongoing 
and timely basis. 

All Directors have access to the advice and services of the 
Company Secretary and are entitled to receive independent 
professional advice, at the Company’s expense, as required

Transparency of Board appointments
There are formal, rigorous and transparent procedures for 
the appointment of new Directors to the Board. Short-listed 
candidates are interviewed by at least one member of the 
Nomination Committee and the Chairman of the Board and 
evaluations of appropriate candidates are circulated to all 
members of the Nomination Committee for consideration 
and approval prior to candidate recommendation to the 
Board. 

Following Dr Nigel Parker’s resignation as CEO on 5 May 
2010, Mr Martyn Williams’ acceptance to take over the role 
with effect from the same date resulted from a decision 

Statement on corporate governance continued
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taken in a meeting of the Board. It was imperative that the 
Company had a new CEO in place immediately in order 
to execute the wide ranging actions to be taken following 
the strategic review arising from the failure of Cerepro® to 
gain approval. Mr Williams was proposed as a candidate 
to the sub-committee of NEDs which had been formed to 
make recommendations on the appointment of a CEO and 
it reviewed Mr Williams’ candidacy against that of other 
candidates. The Committee concluded that Mr Williams 
fulfilled the key requirements for the role and recommended 
his appointment to the Board. The Company’s need to have 
a new CEO in place immediately together with Mr Williams’ 
credentials and excellent knowledge of the business 
(having held the post of Chief Financial Officer since 1998) 
negated the need for open advertising of the role. Mr 
Williams’ appointment was discussed with a number of the 
Company’s major shareholders prior to his appointment. 

With Mr Christie stepping down as Non-Executive Chairman 
of the Board on 9 September 2010, Mr Ross’ acceptance 
to take over as Executive Chairman with effect from the 
same date was a decision taken in a meeting of the Board. 
The process adopted with respect to Mr Ross’ appointment 
was that Mr Ross was proposed as a candidate to the 
sub-committee of NEDs which had been formed to make 
recommendations on the appointment of a new Executive 
Chairman. In accordance with the Nomination Committee’s 
terms of reference, benefiting from the information 
provided by external advisers used to facilitate the search, 
the Committee reviewed Mr Ross’ candidacy against that 
of other candidates, including Mr Ross’ ability to devote 
the appropriate amount of time to the role. The Committee 
concluded that Mr Ross fulfilled the key requirements for 
the role and recommended his appointment to the Board. 
Mr Ross was also introduced to a number of the Company’s 
major shareholders prior to his appointment. 

Constructive use of the Annual General Meeting
The Board seeks to use the Annual General Meeting 
(together with other forums) to communicate with 
investors and encourage their participation by arranging 
presentations by executive management and inviting 
shareholder questions. The Chairman of each of the Board 
Committees is, wherever possible, present at the Annual 
General Meeting to answer questions on the report on the 
relevant Committee’s activities and matters within the 
scope of that Committee’s responsibilities. 

Dialogue with shareholders
The Board remains committed to maintaining good 
relationships with both institutional and private 
shareholders and seeks to build on a mutual understanding 
of objectives between the Company and its shareholders. 
Apart from the Annual General Meeting, this is undertaken 
by way of the annual report and regular presentations to 
shareholders to discuss long-term issues and to obtain 
shareholder feedback. Through the presentation of the 
annual report and accounts, the interim report, the twice-
yearly interim management statements and press releases 
(which are emailed automatically to registered web users), 
the Board seeks to present a balanced and understandable 
assessment of the Company’s position and prospects. All 
periodic reports and accounts are mailed to shareholders. 
The Ark website www.arktherapeutics.com provides 
additional information on the Company and access to press 
releases, reports and accounts and other materials issued 
by the Company. In accordance with the requirements of 
the UK Listing Authority, care is exercised to ensure that 

any price-sensitive information is released at the same time 
to all shareholders.

The Chairman is available to discuss strategy and 
governance issues with shareholders. David Prince,  
who succeeded Andrew Christie and Sir Mark Richmond 
following their resignations from the Board, as Senior 
Independent Director, may be contacted directly by 
shareholders, through a link on the Company’s website,  
if they have concerns that have not, or cannot, be 
addressed by the Chairman. In addition, all NEDs have 
developed an understanding of the views of shareholders 
through corporate broker briefings and review of issued 
analyst notes. 

Re-election and Board performance evaluation
All Directors are subject to election by shareholders at the 
first Annual General Meeting following their appointment 
by the Board. The Company’s Articles of Association state 
that at every Annual General Meeting any director who has 
been a director at each of the two preceding Annual General 
Meetings and who was not appointed or re-appointed by 
the Company in general meeting at, or since, such meeting, 
shall retire as director. A retiring director shall be eligible 
for re-appointment. In practice this means that every 
director stands for re-election at intervals of not more than 
three years.

In accordance with the Code, the Board undertakes 
a rigorous and formal annual evaluation of its own 
performance and of that of its Committees and individual 
Directors which has been formalised in the Board Review 
and Development Policy (a copy of which is available on 
the Company’s website www.arktherapeutics.com) adopted 
by the Board. Individual evaluations aim to confirm that 
each Director continues both to contribute effectively and 
to demonstrate commitment to the role (including the 
allocation of necessary time for preparation and attendance 
at Board and committee meetings and any other duties). 
The NEDs, led by the Senior Independent Director, are 
responsible for evaluating the performance of the Executive 
Chairman and the Chief Executive. Following the evaluation 
process, the Company considers that the Board and its 
individual members continue to perform effectively. 

The performance of the three Directors being proposed 
for re-election at the Annual General Meeting has been 
formally evaluated and it has been determined that all three 
continue to perform effectively and are fully committed to 
their roles on the Board and relevant Committees. David 
Prince is submitting himself for re-election, having been 
a Director at each of the preceding two annual general 
meetings. Peter Keen and Professor Seppo Ylä-Herttuala 
are submitting themselves for re-election as a result of each 
having been a NED of the parent company of the Group 
for more than 9 years. Iain Ross and Dr David Bloxham 
are each submitting themselves for election having been 
appointed during the reporting period and post-period 
respectively. The Board considers David Prince, Peter Keen 
and Dr David Bloxham to be independent for the purposes 
of the Code. The Board considers that, for each of the 
five Directors proposed for election, their election is also 
consistent with the Board’s evaluation of the size, structure 
and composition of the Board.  

Maintenance of a sound system of internal control 
The Board has overall responsibility for the Group’s internal 
control systems and for monitoring their effectiveness. The 
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Board maintains a system of internal controls to safeguard 
shareholders’ investment and the Group’s assets, and has 
established a continuous process for identifying, evaluating 
and managing the significant risks the Group faces. 
Executive directors and senior management are responsible 
for the implementation and maintenance of the internal 
control systems. The Board regularly reviews the process, 
which has been in place throughout the period and up to 
the date of approval of the annual report and accounts and 
is consistent with the Turnbull Guidance on Internal Control 
and the revised guidance issued by the Financial Reporting 
Council in October 2005. 

The Board’s review process is, with the assistance of the 
Audit Committee, based principally on reviewing regular 
reports from management to consider whether significant 
risks are identified, evaluated, managed and controlled 
and whether any significant weaknesses are promptly 
remedied or indicate a need for more extensive monitoring. 
The system is designed to manage rather than eliminate 
the risk of failure to achieve the Group’s objectives, and 
can only provide reasonable and not absolute assurance 
against material misstatement or loss. In assessing what 
constitutes reasonable assurance, the Board considers 
the materiality of financial and non-financial risks and the 
relationship between the cost of, and benefit from, internal 
control systems.

Lines of responsibility and delegated authorities are 
clearly defined. The Group’s policies and procedures are 
regularly updated and distributed throughout the Group. 
The Audit Committee receives reports on a regular basis 
on compliance with the Group’s policies and procedures. 
In addition, the Group operates certain controls specifically 
relating to the production of consolidated financial 
information, covering operational procedures, validation 
and review.

The Board confirms that it has, in the period under review, 
reviewed the effectiveness of the Group’s system of internal 
controls including financial, operational and compliance 
controls and risk management systems. No significant failing 
or weaknesses were identified as a result of the review of the 
effectiveness of the Group’s system of internal control.

Risk management review 
In performing the risk management review process in 
the year under review, and up to the date of approval of 
the annual report, senior management undertook a risk 
review in the reporting period in each area of the Group, 
identifying material risks, grading them on the likelihood 
of occurrence and impact on the business. They then 
determined how best to manage or reduce each risk and 
highlighted areas where action was required. The Audit 
Committee then reviewed the risk management review 
process, reporting the results to the Board. The Board then 
reviewed the material risks identified by management and, 
after discussion and deliberation concluded that all material 
risks identified are being managed effectively. In addition, 
specific risks and their mitigation have been discussed by 
the Board and its committees at meetings during the year. 

Other internal controls
Operational controls
As further discussed in the Corporate Social Responsibility 
Report on page 29, the Group’s products are developed 
and manufactured in accordance with recognised quality 
guidelines and applicable national and international 

legislation. The Group’s investigational medicinal 
products are manufactured, either by the Group or 
through a contract manufacturer, in accordance with 
Good Manufacturing Practice (GMP) to ensure that the 
products are manufactured consistently to the appropriate 
quality standards. Pre-clinical studies to determine 
the safety of the Group’s products in development are 
conducted in accordance with Good Laboratory Practice 
(GLP) at contractors who operate in conformity with those 
regulations. The Group carries out all its clinical studies in 
accordance with Good Clinical Practice (GCP). This ensures 
the health and well-being of the study subjects are carefully 
monitored during the study and that the data gathered 
are complete and reliable. All contract manufacturers 
and clinical studies are audited for compliance with the 
above regulations under the management of the Group’s 
quality assurance function. During the reporting period the 
Company initiated the closure of all clinical trials of which  
it was sponsor.

The Group has established policies and standard operating 
procedures (“SOPs”) that provide instruction on all aspects 
of the operation of the business. These SOPs are designed 
to ensure compliance with the quality management 
requirements of the Group and external regulations where 
appropriate. All SOPs are reviewed on a regular basis and 
updated/suspended where necessary or as applicable.

Through the Audit Committee, the Board has reviewed 
the effectiveness of the internal controls. The Group’s 
organisational structure has clearly established 
responsibilities and lines of accountability. Employees 
are required to follow clearly laid out internal procedures 
and policies appropriate to the business and their 
position within the business. On an ongoing basis 
executive management monitors financial and operational 
performance in detail and where appropriate refers matters 
to the Board for further consideration.

The Group has implemented a contract authorisation 
procedure to formalise the negotiation and authorisation 
of material contracts to be entered into with third party 
providers. The process ensures that, in respect of each 
material contract that a member of the Group intends to 
enter into, specific legal and financial risks are assessed, 
and contractor due diligence is performed. The process 
results in an efficient and controlled process of contract 
approval, giving clarity to those responsible for the 
execution of the contract and ensuring appropriate risk 
management for the Group.

The Board has evaluated the performance of the Audit 
Committee and confirms that there are arrangements in 
place for considering financial reporting and internal control 
principles and for maintaining an appropriate relationship 
with the Group’s Auditors. 

The Board has shown its commitment to formal and 
transparent arrangements for financial reporting, internal 
control and external audit by, amongst other things, 
reviewing the Group’s arrangements for its employees to 
raise concerns, in confidence, about possible wrongdoing 
in these areas (formalised in a “whistleblowing” policy 
circulated to all employees) and having policies and 
procedures in place for financial reporting. 

The Board monitors the activities of the Group through 
monthly reports on performance against key targets 
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prospects. In relation to this requirement reference is made 
to the Directors’ responsibilities statement for preparing the 
financial statements set out on page 32. The independent 
Auditors report on page 33 includes a statement by the 
Auditors about their reporting responsibilities. 

The Audit Committee is responsible for making 
recommendations to the Board on the appointment, 
reappointment and removal of the external Auditors and 
assesses annually the qualification, expertise, resources, 
remuneration and independence of the external Auditors as 
well as the effectiveness of the audit process. The Board 
confirms that it has not taken a different position from that 
of the Audit Committee in relation to the appointment of 
the external Auditors. The Audit Committee also receives 
a report on the external audit firm’s own internal quality 
control procedures. For each annual cycle, the Audit 
Committee ensures that appropriate plans are in place for 
the external audit.

As recommended by the Smith Guidance and in compliance 
with its terms of reference, the Audit Committee has 
developed and recommended to the Board and the Board 
has adopted a policy (the “Auditors’ Independence Policy”) 
to ensure Auditor independence and objectivity including 
in relation to the provision of non-audit services by the 
Auditors. Under the Auditors’ Independence Policy the 
auditors are permitted to supply the Group with audit and 
audit-related services (eg reviews of internal controls and 
reviewing the Group’s interim financial statements). Certain 
permitted non-audit services are set out in the policy  
(eg tax compliance and planning) and such services require 
authorisation either by the Chief Financial Officer or the 
Audit Committee depending on their value. In order to 
ensure continued Auditors’ independence under the policy 
the Auditors are prohibited from supplying certain services 
(including book-keeping and accounting services and 
actuarial services).

Any non-audit services that are to be provided by the 
external Auditors are reviewed in order to safeguard Auditor 
objectivity and independence. The Board can confirm that 
during the reporting period there have been no non-audit 
services that are considered to have impaired the objectivity 
and independence of the external Auditors. A full breakdown 
of payments made to the external Auditors during the 
financial year is disclosed within note 6 on page 44. 

The Audit Committee considers the need for an internal 
audit function annually and has concluded that, given the 
current size of the Group’s operations, it is not necessary  
at this time. 

Deloitte LLP, an international audit partnership, was first 
appointed as auditor to the Group in 2002. There are no 
contractual restrictions on the Group with regard to their 
appointment. In accordance with professional standards,  
the partner responsible for the audit is rotated every 5 years. 
The current partner was rotated onto the Group’s audit 
engagement in 2010. The Audit Committee is satisfied with 
the performance of the external Auditors during the year  
and the policies and procedures they have in place to 
maintain their objectivity and independence, and has 
recommended that they be re-appointed at the forthcoming 
Annual General Meeting.

(principally the progress of the research and development 
portfolio through clinical development and the management 
of cash resources (both funding and cash outflows)). The 
Board retains responsibility for approving any significant 
financial expenditure or commitment of resources.

The Group has formal Health & Safety and Security 
Committees, comprising appropriate members of 
management and other employees who as part of their 
remit oversee the Group Health & Safety (see summary in 
the Directors’ report) and Security policies respectively.

Audit Committee responsibilities and relationships with Auditors
The Code requires that this annual report separately 
describes the work of the Audit Committee and how it 
discharges its responsibilities.

The Audit Committee focuses particularly on compliance 
with legal requirements, accounting standards and the 
Code and on ensuring that an effective system of internal 
financial controls is maintained. The ultimate responsibility 
for reviewing and approving the financial statements in the 
interim and annual reports remains with the Board. Written 
terms of reference are modelled on the Code provisions 
and set out the main roles and responsibilities of the 
Audit Committee, including the monitoring of the Group’s 
whistleblowing procedures, reviewing financial reporting 
arrangements and the effectiveness of internal controls 
and risk management systems. The Audit Committee 
reports to the Board, identifying any need for action or 
improvement on any of these terms of reference and 
makes recommendations as to the steps to be taken. The 
effectiveness of the Audit Committee is reviewed by the 
Board annually.

In accordance with the Smith Guidance on audit 
committees, no one other than the Audit Committee 
Chairman and members receive automatic invitations to 
a meeting of the Audit Committee. The Audit Committee 
meets the external Auditors at least once a year without 
management present and its Chairman keeps in touch 
on a continuing basis with the key people involved in the 
Company’s governance, including the Board Chairman, the 
Chief Executive, the Chief Financial Officer and the external 
audit lead partner. An induction programme is provided for 
new Audit Committee members, covering the role of the 
Audit Committee, its terms of reference and an overview 
of the Group’s business, including the main business and 
financial dynamics and risks.
 
The Audit Committee reviews the financial integrity of the 
Group’s financial statements including relevant corporate 
governance statements prior to Board submission. 

In exercising its responsibilities during the reporting 
period, the Audit Committee continued its review of the 
internal controls in place in the Group, having particular 
regard to the Group’s change in strategy. It also reviewed 
the Company’s Investment Policy in the light of the recent 
global financial instability, the contract authorisation 
process and internal controls in place to guard against 
fraud. It also assessed the process for the identification and 
management of key risks arising from senior management’s 
annual risk review exercise.

Accountability and audit
The Board is required by the Code to present a balanced 
and understandable assessment of the Group’s position and 
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Compliance with the UK BioIndustry Association (“BIA”) 
Code of Best Practice
The BIA, of which the Company is a member, has 
published a code to establish principles of best practice 
for information communication and management amongst 
its members. The principles support and extend the 
Company’s duty to publish and communicate information in 
a fair, equal and balanced manner. The Board is committed 
to meaningful dialogue with its investors and can confirm 
that during the reporting period the Company complied 
with the BIA Code (2006 Edition) with respect to those 
provisions relevant to the Group. 

Going concern basis
In determining the appropriate basis of preparation of the 
financial statements, the Directors are required to consider 
whether the Group can continue in operational existence for 
the foreseeable future, being a period of not less than twelve 
months from the date of the approval of the annual report.
 
As at 31 December 2010, the Group had cash and money 
market investments of £10.6m and net assets of £18.8m. 
Furthermore, post year end, the sale of the majority of the 
woundcare business closed, raising £2.7 million, of which 
£765,000 was received in cash up front, with the remainder 
falling due on the achievement of certain sales targets and 
other conditions.

During the year there has been a continuing focus on the 
management of costs within the Group and, following the 
implementation of a restructuring plan, the cost base of the 
Group has reduced significantly. 

Management prepares detailed cash flow forecasts 
which are reviewed by the Board on a regular basis. The 
forecasts include assumptions regarding future income and 
expenditure together with various scenarios which reflect 

opportunities, risks and appropriate mitigating actions. These 
scenarios recognise the current regulatory and commercial 
status of the Group’s product portfolio and its contract 
manufacturing activities, including the decision to withdraw 
the Group’s MAA for Cerepro® and not to progress Trinam® 
without a partner, and consider the range of outcomes which 
may arise and resulting actions available to the Group, 
taking into account existing cash resources. Whilst there are 
inherent uncertainties regarding the cash flows associated 
with product development and commercialisation and the 
performance of contract manufacturing services for third 
parties, the Directors are satisfied that there is sufficient 
discretion and control as to the timing and quantum of cash 
outflows to ensure that the Group is able to meet its liabilities 
as they fall due for the foreseeable future.

Therefore, having made relevant enquiries, including 
consideration of the Group’s current cash resources and the 
cash flow forecasts, the Board has a reasonable expectation 
that, at the time of approving the annual report, the Group 
has adequate resources to continue in operational existence 
for the foreseeable future. Accordingly, the Board continues to 
adopt the going concern basis in preparing the annual report.

The longer term sustainability of the Group will be 
dependent upon generating cash flows from successful 
development and commercialisation of the Group’s 
products and from the performance of manufacturing 
services. Until the point of sustainability is reached, the 
Group will be dependent upon existing cash resources and 
any additional funding (for example through the disposal 
of the majority of its woundcare business mentioned 
above), completion of additional licensing and partnering 
deals or manufacturing contracts, or through the raising of 
additional capital.

Approved by the Board and signed on its behalf by

Dr Edward Bliss
Company Secretary 
11 March 2011 
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Introduction
This report has been prepared in accordance with Schedule 
8 to the Accounting Regulations under the Companies 
Act 2006 (the “Act”). The report also meets the relevant 
requirements of the Listing Rules of the Financial Services 
Authority and describes how the Board has applied the 
principles relating to Directors’ remuneration in the 
Combined Code. As required by the Act, a resolution to 
approve the report will be proposed at the Annual General 
Meeting of the Company at which the financial statements 
will be approved.

The Act requires the Auditors to report to the Company’s 
members on certain parts of the Directors’ remuneration 
report and to state whether in their opinion those parts of 
the report have been properly prepared in accordance with 
the Act. The report has therefore been divided into separate 
sections for audited and unaudited information.

UNAUDITED INFORMATION
 
Remuneration Committee
The Company has established a Remuneration Committee 
(“the Committee”) which the Company considers is 
constituted in accordance with the recommendations of the 
Combined Code. It determines and agrees with the Board 
the Company’s policy and framework for the remuneration 
of executive directors and the Chairman, and determines 
the specific remuneration packages for each of the 
executive directors and other senior management, including 
basic salary, other benefits and any compensation payment.

The members of the Committee during 2010 were  
Sir Mark Richmond (until his resignation from the Board  
on 17 August 2010), Andrew Christie, Peter Keen 
(Chairman) and David Prince who was appointed to the 
Committee on 5 September 2010. 

None of the Committee members have any personal 
financial interest (other than as shareholders or option 
holders), conflicts of interests arising from cross-
directorships or day-to-day involvement in running the 
business. The Committee makes recommendations to the 
Board. No Director plays a part in any discussion about his 
own remuneration.

During the year the Committee met three times and the 
following items were discussed:
	 Review the market competitiveness of the remuneration 
policy and the remuneration arrangements for the 
executive directors and other members of the Operating 
Board, ensuring these are in line with current investor 
guidelines and also take account of levels of remuneration 
elsewhere in the Group

	 Review the salary levels for the Executive Directors and 
other members of the Operating Board

	 Agree the bonus payable for the 2009 year and agree how 
the annual bonus plan will operate in 2010

	 Approve the vesting levels of the 2007 long term awards
	 Review the new fee structure for NEDs for approval to the 
Board

	 Approve the remuneration package for Mr Iain Ross upon 
his appointment as Executive Chairman

	 Approve the redundancy package for UK staff on the 
restructuring

In considering the Directors’ remuneration for the year, 
where appropriate, the Committee consults with the Chief 
Executive Officer about its proposals and reviews executive 
compensation packages in the UK biotech sector. The 
Committee also referred to a number of specialist studies 
on executive remuneration.

Remuneration policy
The executive remuneration packages are designed to 
attract, motivate and retain senior management of an 
appropriate calibre needed to achieve the Group’s strategic 
objectives. They comprise a mixture of performance-
related and non-performance-related remuneration and 
are structured to deliver over the short, medium and 
longer term, with the balance becoming more long term 
and performance related with seniority. The performance 
measurement of the Executive Directors and key members 
of senior management and the determination of their 
annual remuneration package are undertaken by the 
Committee. The remuneration of the NEDs is determined 
by the Board within limits set out in the Company’s Articles 
of Association. No changes in respect of the remuneration 
policy are expected in the foreseeable future.

There are, currently, four main elements of the remuneration 
package for Executive Directors and senior management:
	 Basic annual salary and benefits;
	 Annual bonus payments; 
	 Pension arrangements; and
	 Long-term incentive plans 

The Group’s policy is that a substantial proportion of 
the remuneration of the Executive Directors and senior 
management should be performance related. As described 
below, Executive Directors may earn annual incentive 
payments linked to a specified target percentage of their 
basic salary together with the benefits of participation in 
share-based incentive schemes. It is expected that the basis 
for awarding these incentives will not change in the coming 
year, unless such a change is deemed appropriate. Executive 
Directors’ contracts of service which include details of 
remuneration will be available for inspection at the Annual 
General Meeting.

Basic salary
An Executive Director’s basic salary is determined by the 
Committee at the beginning of each year and, from time to 
time, when an individual changes position or responsibility. 
In deciding appropriate levels, the Committee considers the 
Group as a whole and relies on objective research which gives 
up-to-date information on a comparator group of companies 
within the sector. Account is also taken of the individual 
performance of each Executive against objectives set by the 
Committee as well as the pay and conditions of all employees, 
including levels of increases applicable to other employees in 
the Group. Basic salaries were reviewed in January 2010 and, 
in light of the prevailing economic conditions, Dr Parker and 
Mr Williams agreed to a 15% reduction in basic salary for the 
six month period ending 30 June 2010. Upon his appointment 
to CEO on 5 May 2010, Mr Williams’ salary was increased. Mr 
Ross was appointed as Executive Chairman on 9 September 
2010 and his basic remuneration was agreed following 
consultations with external advisors. 

In addition to basic salary, the Executive Directors receive 
certain benefits-in-kind, namely a car allowance and private 
medical insurance. The Executive Chairman, Mr Ross 
receives no benefits-in-kind.
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Annual bonus payments
The Group operates a performance-related bonus scheme for 
senior management, including Executive Directors, linked to 
a specified target percentage of their basic salary (Dr Nigel 
Parker: 50% until his resignation from the Board in May 2010, 
Martyn Williams: 40%, which was increased to 50% following 
his promotion to CEO. The Committee has the discretion to 
increase Mr Williams’ bonus percentage by up to a further 
25% of salary for exceptional performance). Mr Ross does not 
have a specified bonus target percentage linked to his basic 
salary and the Board may at its absolute discretion award Mr 
Ross a bonus payment of such amount as the Remuneration 
Committee may determine from time to time. Bonus payments 
are based on the attainment of specific performance criteria 
which are directly related to defined strategic goals which have 
been approved by the Committee. Those criteria are intended 
to be challenging and are structured so as to encourage 
and reward high levels of achievement consistent with the 
interest of shareholders and the long-term objectives of the 
Group. Bonuses are non-pensionable. The potential approval 
of Cerepro® was a significant event for the Company which 
would have materially impacted the strategic direction of the 
business. As an exception to the normal policy, in 2010 the 
Committee concluded that the majority of performance related 
remuneration would, therefore, be related to this one event. 
For the financial year 2010, no bonuses were awarded to 
Executive Directors.

Share options
Options over ordinary shares have been granted to date 
under nine share option plans:
	 the Ark Therapeutics Limited 2001 Enterprise 
Management Incentive Share Option Plan (the “2001 EMI 
Plan”);

	 the Ark Therapeutics Group Limited 2003 Enterprise 
Management Incentive Share Option Plan (the “2003 EMI 
Plan”, together with the 2001 EMI Plan, the “EMI Plans”);

	 the Ark Therapeutics Limited Scavidin® Stand-alone Plan 
(the “Scavidin® Plan”);

	 the Ark Therapeutics Limited Share Option Plan (the “Old 
Executive Plan”); 

	 the Ark Therapeutics Group Unapproved Share Option 
Plan (the “Unapproved Executive Plan”); 

	 the Ark Therapeutics Group Approved Share Option Plan 
(the “Approved Executive Plan”); 

	 the Non-Executive Director Share Participation Plan (the 
“NED Plan”); 

	 the Ark Therapeutics Group Consultancy Share Option 
Plan (the “Consultants’ Plan”); and 

	 the Ark Therapeutics Group 2005 Long Term Incentive 
Plan (the “LTIP”).

No grants have been made in the period under the Old 
Executive Plan, the EMI Plans, the Scavidin® or the NED 
Plan, nor will there be any further grants under these plans 
in the future. Employees and Executive Directors are eligible 
to participate in the Approved Executive Plan and the 
Unapproved Executive Plan (together the “Executive Plans”) 
and the LTIP, the terms of which comply with guidelines and 
best practice governing the grant of share-based incentives in 
a listed company, to the extent to which the Board considers 
such practice to be appropriate to the Group.

In the period under review, no share options were granted to 
NEDs under the NED Plan. The NEDs hold options granted 
prior to the Company’s IPO or, in the case of Mr Prince, 
granted as part of his recruitment package. The Company  
no longer grants share options under the NED Plan.

NED options become exercisable to the extent vested, which 
is dependent only on the NED remaining with the Company, 
and will vest as to one third annually on the first, second 
and third anniversary of grant. The Board considers that the 
terms of the options do not in any way affect the independent 
judgment of David Prince or Peter Keen, nor did they affect 
the independent judgment of Sir Mark Richmond and Dr 
Wolfgang Plischke during the period they served as Directors 
during 2010. In accordance with the recommendations of 
the Combined Code, the NEDs have agreed that they will not 
dispose of shares arising from the exercise of options granted 
under the NED Plan since the Company’s IPO for at least one 
year from the date their directorship terminates.

Professor Seppo Ylä-Herttuala is a NED and Consultant to 
the Company. He has played a key role in the development 
of our gene-based medicines and continues to provide his 
world renowned expertise and contacts in gene expression 
technology as well as providing innovative product ideas 
and opportunities. He was awarded 150,000 options in the 
year under the Consultants’ Plan in respect of his services 
to the Company as a Consultant. As these options were 
to vest on a successful conclusion to the Company’s MAA 
filing in respect of Cerepro®, all have now lapsed. 

On 10 September 2010, following consultation with key 
shareholders, the Remuneration Committee awarded 
2,000,000 share options to the Executive Chairman, Iain 
Ross, on his joining the Board at an exercise price of 11.55 
pence, being twice the closing middle market price on the 
date of grant. The options will not be exercisable until at 
least two years from the date of issue. One twenty-fourth 
of the total number of shares subject to the option will 
vest at the end of each successive calendar month after 9 
September 2010 and until (and including) September 2012. 

As mentioned above, the potential approval of Cerepro® 
was a significant event for the Company which would 
have materially impacted the strategic direction of the 
business. As an exception to the normal policy, in 2010 
the Committee concluded that the majority of performance 
related remuneration would, therefore, be related to this 
one event. No share options were awarded to employees 
during the year.

All outstanding options are over ordinary shares and any 
ordinary shares issued or transferred in satisfaction of any 
option shall rank pari passu with the then existing issued 
ordinary shares. Benefits under any of the share option 
plans or LTIP detailed below are not pensionable.

The vesting of share-based incentives under the Executive 
Plans, the Consultants’ Plan and the LTIP is determined 
by assessing performance against a number of specific, 
externally verifiable corporate milestones linked to the 
Group’s core business focus, the achievement of which over 
a three-year period determines whether and to what extent 
options and LTIPs vest.
 
The Remuneration Committee considers that milestones 
attached to option awards are expected to be the key 
events to drive enhanced shareholder value. Where an 
individual milestone is achieved before the end of the three 
year period, the percentage of the total award attributed 
to that particular milestone will vest as to performance but 
will not be exercisable until the third anniversary of grant. 

Directors’ remuneration report continued
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To the extent vested at the end of the three year period 
from the date of grant, options are exercisable for the rest 
of their ten-year life without further test.

Under the original performance criteria of the Executive Plans, 
options granted to executive management or senior corporate 
staff were subject to a combination of cash flow management 
requirements and the achievement of certain comparative levels 
of Total Shareholder Return (“TSR”). Under the Consultants’ 
Plan, TSR was previously the sole performance criterion.

Prior to the Company’s IPO (which occurred in March 
2004), the Executive Directors were also granted options 
under the terms of the EMI Plans, the Old Executive Plan 
and the Unapproved Executive Plan. The exercise of these 
options is not dependent upon performance criteria. The 
exercise price of the options granted under the above 
schemes is equal to the market value of the Company’s 
shares at the time when the options were granted. 

Outstanding options may become exercisable before their 
normal exercise date in the event of a change of control of the 
Company, in accordance with the rules of the relevant plan.

LTIP
Under the LTIP, awards take the form of ‘nil paid’ options 
and are subject to the achievement of key milestones as 
described above which, in the Board’s judgment, will be 
the determinants and drivers of shareholder value, and the 
delivery of which is the primary goal of management. At 
the end of three years, commencing with the year in which 
the option was granted, the option is tested against the 
performance criteria.

The Company’s policy is to consider the grant of awards 
annually to Executive Directors at the discretion of the 
Remuneration Committee taking into account individual 
performance up to a maximum of two times salary in any 
one year, inclusive of any LTIP awards. It is the Company’s 
policy to phase the grant of awards rather than to grant a 
single large award to any individual. No awards have been 
made to Executive Directors since 3 January 2007.

Since 2008, the Board has resolved not to make LTIP 
awards to those who are eligible to benefit from funds 
made available to the Ark Therapeutics Group Family 
Benefit Trust (the “FBT”), as described below. 

Ark Therapeutics Family Benefit Trust (“FBT”)
Since 2008 the Board has resolved to make funds available 
to the trustee of the FBT, on the basis of the trustee’s 
agreement to the Company’s request that the trustee 
would subscribe for shares in the Company at market 
value, and transfer the shares to sub-funds. The transfers 
are to remain conditional for three years from the date of 
the transfer, and will then only become unconditional to 
the extent that the key milestones described in the “share 
options” section above are achieved. The Board also 
resolved to treat any shares issued to the trustee of the FBT 
as reducing the number of new shares that may be issued 
under the LTIP and share option plans.

On 8 January 2010, the trustee of the FBT subscribed for 
1,640,000 ordinary shares of 1 pence each in the Company 
although none of those shares have been conditionally 
appointed to any sub-funds within the Trust as a result 
of the performance conditions not being met prior to the 
formal appointment having been completed.

Whilst ordinary shares are held within the Trust, the voting 
rights in respect of those shares are exercisable by the 
trustees in accordance with their fiduciary duties.

Pension arrangements
In the UK, all employees including Executive Directors are 
invited to participate in the Group Personal Pension Plan, 
which is money-purchase in nature. The only pensionable 
element of remuneration is basic salary. During the year, 
the Group contributed 15% of basic salary to a Self 
Invested Personal Pension scheme in the name of Martyn 
Williams. Mr Williams’ contribution was increased to 
17% on his appointment as CEO, following Dr Parker’s 
resignation from the Board on 5 May 2010. During the 
period of Dr Parker’s employment with the Company in 
2010, 17% of basic salary was paid to a retirement annuity 
contract in which he participated prior to joining the Group. 
The Group does not make any contribution to any pension 
arrangement in respect of Mr Ross.

Performance graph
The following graph shows the Company’s performance, 
measured by total shareholder return. 

Total Shareholder Return – 1 January 2006 to 31 December 2010
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 Directors’ service contracts
It is the Company’s policy that Executive Directors should 
have contracts with an indefinite term providing for a 
maximum of one year’s notice. This applies to the contracts 
of Dr Parker (until his resignation from the Board on 5 May 
2010) and Mr Williams, both of whose contracts were effective 
8 March 2004, and Mr Ross’ contract which was effective 
from 9 September 2010. Mr Williams and Mr Ross are 
both required to give six months’ notice of resignation. The 
Company can make payment of basic salary in lieu of notice.

Non-Executive Directors 
All NEDs have specific terms of engagement (the 
re-appointment being reviewed annually and being 
terminable on three months’ notice by either party) and 
their remuneration is determined by the Board and the 
Executive Directors within the limits set by the Articles 
of Association and based on independent surveys of fees 
paid to NEDs of similar companies. The basic fees paid to 
Mr Christie in the year were £53,000 (Mr Christie having 
stepped down from the role of Non-Executive Chairman on 
9 September 2010) and the basic fees paid to the other 
NEDs in the year were as follows: Mr Keen: £26,750;  
Dr Plischke: £16,667 (until the date of his retirement 
on 17 August 2010); Mr Prince: £26,750; Sir Mark 
Richmond: £16,667 (until the date of his retirement on 
17 August 2010) and Professor Ylä-Herttuala: £2,000. 
Until 30 September 2010, the NEDs received further 
fees for attendance at each Board meeting and for 
additional work performed for the Company in respect 

of chairmanship or membership of the Remuneration 
Committee, Audit Committee and Nomination Committee. 
From 1 October 2010, NEDs now receive a basic annual 
fee, with no attendance allowance, and an additional annual 
fee of £4,000 for chairing the Remuneration and Audit 
Committees. NEDs are not eligible to join the Group’s 
pension scheme.

The details of the appointments of the NEDs who served 
as a Director in the year to 31 December 2010 are 
summarised in the table below:

Name of Director	 Effective date of appointment

A Christie	 24 April 2008
P Keen	 8 March 2004*

Dr W Plischke	 8 March 2004**

D Prince	 26 May 2004
Sir Mark Richmond	 8 March 2004*

Professor S Ylä-Herttuala	  8 March 2004*

*	 Originally appointed a Director of Ark Therapeutics Limited (formerly known as 
Eurogene Limited), a previous parent company of the Group, as follows:  
P S Keen - June 1997; Sir Mark Richmond - June 1997; Professor S Ylä-Herttuala 
- January 2001. 

**	 Originally appointed a Director of Ark Therapeutics Group Limited, the parent 
company of the Group immediately prior to flotation, in December 2003.

Both Dr Plischke and Sir Mark Richmond resigned as Directors on 17 August 2010.

Post-period, Mr Christie resigned as a Director on 9 March 2011. Dr David Bloxham 
was appointed as a Director on 1 March 2011.

AUDITED INFORMATION

Aggregate Directors’ remuneration
The total amounts for Directors’ remuneration were as follows:
	 2010	 2009
	 £’000	 £’000

Emoluments 	 1,052	 855
Pension contributions	 59	 94

	 1,111	 949
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Directors’ emoluments
		  Compen-			   2010		  2009	
	 Fees/	 sation			   total		  total	
	 Basic	 for loss	 Benefits	 Annual	 excluding	 2010	 excluding	 2009
Name of Director	 salary	 of office	 in kind	 bonuses	 pension	 pension	 pension	 pension
	 £’000	 £’000	 £’000	 £’000	 £’000	 £’000	 £’000	 £’000

Executive
Dr N Parker*	 186	 390	 9	 –	 585	 21	 378	 61
M Williams	 222	 –	 15	 –	 237	 38	 235	 33
Iain Ross**	 53	 –	 –	 –	 53	 –	 –	 –

	 461	 390	 24	 –	 875	 59	 613	 94

Non–Executive								      
P S Keen	 40	 –	 –	 –	 40	 –	 44	 –
Dr W Plischke***	 19	 –	 –	 –	 19	 –	 32	 –
D Prince	 39	 –	 –	 –	 39	 –	 42	 –
Sir Mark Richmond***	 23	 –	 –	 –	 23	 –	 36	 –
D Turner****	 –	 –	 –	 –	 –	 –	 35	 –
Professor S Ylä–Herttuala*****	 2	 –	 –	 –	 2	 –	 2	 –
A Christie	 54	 –	 –	 –	 54	 –	 51	 –

	 177	 –			   177		  242	 –

Aggregate emoluments	 638	 390	 24	 –	 1,052	 59	 855	 94

*	� To date of resignation, 5 May 2010. The sum of £390,000 notice period and compensation for loss of office was paid to Dr Nigel Parker following his departure as CEO.  
In addition, Dr Nigel Parker has earned £8,400 since leaving office as a Director pursuant to a consultancy agreement formalised on 12 August 2010.

**	 Prior to his appointment as a Director on 9 September 2010, Mr Ross earned £29,375 pursuant to a consultancy agreement.
***	 To date of resignation, 17 August 2010.
****	 To date of resignation, 30 June 2009.
*****	� In addition to the amounts shown above Professor Ylä-Herttuala has earned consultancy fees of £75,000 (2009: £75,000) which were not in respect of his qualifying 

services as a Director. 

No Director waived emoluments in respect of the year ended 31 December 2009. Dr Parker and Mr Williams agreed to waive 
emoluments totalling £24,362 and £13,750 respectively, being a 15% reduction in basic salary for the period ending 11 
June 2010 in respect of Dr Parker, and a 15% reduction in basic salary for the period ending 31 May 2010 in respect of Mr 
Williams.

Directors’ interests 
The interests of the Directors in office at the end of the year in the share capital of the Company at 31 December 2009,  
31 December 2010 and at the date of this report were as follows: 

	 Number of ordinary shares of 1p each	
	 31 December.	 31 December.	 Date 	
	 2010	 2009	 of report

M Williams 	 551,310	 551,310	 551,310
Professor S Ylä-Herttuala 	 3,162,835	 3,162,835	 3,162,835
P Keen 	 194,965	 194,965	 194,965
D Prince	 16,486	 16,486	 16,486
A Christie	 25,865	 25,865	 25,865

All interests are beneficially held other than:

	 Mr Keen’s interest in 183,200 shares is as a joint trustee and sole member of a retirement benefit scheme which is the 
beneficial owner of the shares.

	 Mr Williams has a non-beneficial interest in 495,639 shares which are held by the Trustees of the Ark Therapeutics Group 
Family Benefit Trust and have been allocated to sub-funds whose class of discretionary beneficiaries includes Mr Williams 
and his family.
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Directors’ remuneration report continued

Directors’ share options
Aggregate emoluments disclosed above do not include any amounts for the value of options to acquire ordinary shares in the 
Company granted to or held by the Directors. 

Details of options over ordinary shares for Directors who served during the year are as follows:

	  		  Options	 Options				  
			   exercised	 lapsed				  
			   during	 during	 31	 Exercise	 Date from
Name of	 1 January		  the	 the	 December	 price	 which	 Expiry
Director	 2010	 Granted	 period	 period	 2010	 pence	 exercisable	 date

P S Keen	 150,000	 –	 –	 –	 150,000	 60.50	 28/01/2005	 **27/01/2014

Dr N Parker	 260,000	 –	 260,000†	 –	 –	 0.01	 08/03/2004	 24/4/2010
	 1,008,808	 –	 –	 1,008,808	 –	 50.00	 08/03/2004	 24/4/2010
	 428,000	 –	 –	 285,710	 142,290	 69.00	 24/05/2002	 *23/05/2011
	 400,000	 –	 –	 –	 400,000	 74.00	 21/03/2003	 *20/03/2012
	 350,000	 –	 –	 –	 350,000	 50.00	 24/09/2004	 *23/09/2013
	 400,000	 –	 –	 –	 400,000	 60.50	 28/01/2005	 *27/01/2014
	 500,000	 –	 –	 –	 500,000	 60.50	 02/02/2005	 *01/02/2014
	 395,545	 –	 –	 –	 395,545	 96.25	 12/03/2008	 ***11/03/2015
	 244,107	 –	 –	 –	 244,107	 104.00	 04/01/2009	 ***03/01/2016
	 157,500	 –	 –	 70,875	 86,625	 94.75	 03/01/2010	****02/01/2017

Dr W Plischke	 150,000	 –	 –	 –	 150,000	 60.50	 28/01/2005	  **27/01/2014

D Prince	 150,000	 –	 –	 –	 150,000	 133.00	 26/05/2005	 **26/05/2014

Sir Mark Richmond	 120,000	 –	 –	 –	 120,000	 69.00	 21/03/2002	 23/05/2011
	 150,000	 –	 –	 –	 150,000	 60.50	 28/01/2005	 **27/01/2014

M D Williams	 300,000	 –	 –	 –	 300,000	 30.00	 08/03/2004	*****05/12/2011
	 150,000	 –	 –	 150,000	 –	 50.00	 08/03/2004	 24/04/2010
	 150,000	 –	 –	 150,000	 –	 50.00	 25/04/2001	 *24/04/2010
	 200,000	 –	 –	 –	 200,000	 69.00	 24/05/2002	 *23/05/2011
	 54,542	 –	 –	 –	 54,542	 74.00	 04/04/2003	 *03/04/2012
	 145,458	 –	 –	 –	 145,458	 74.00	 21/03/2003	 *20/03/2012
	 180,000	 –	 –	 –	 180,000	 50.00	 24/09/2004	 *23/09/2013
	 180,000	 –	 –	 –	 180,000	 60.50	 28/01/2005	 *27/01/2014
	 90,000	 –	 –	 –	 90,000	 60.50 	 02/02/2005	 *01/02/2014
	 158,220	 –	 –	 –	 158,220	 96.25	 12/03/2008	 ***11/03/2015
	 94,696	 –	 –	 –	 94,696	 104.00	 04/01/2009	 ***03/01/2016
	 60,000	 –	 –	 27,000	 33,000	 94.75	 03/01/2010	****02/01/2017

Professor S 	 70,000	 –	 –	 70,000	 –	 50.00	 25/04/2001	 *24/04/2010
Ylä-Herttuala	 60,000	 –	 –	 –	 60,000	 74.00	 21/03/2003	 *20/03/2012
	 50,000	 –	 –	 –	 50,000	 50.00	 24/09/2004	 *23/09/2013
	 50,000	 –	 –	 –	 50,000	 60.50	 28/01/2005	 *27/01/2014
	 99,999	 –	 –	 –	 99,999	 60.00	 28/09/2004	 31/12/2014
	 50,000	 –	 –	 –	 50,000	 96.25	 12/03/2008	 ***11/03/2015
	 50,000	 –	 –	 –	 50,000	 104.00	 04/01/2009	 ***03/01/2016
	 60,000	 –	 –	 43,500	 16,500	 94.75	 03/01/2010	****02/01/2017
	 60,000	 –	 –	 –	 60,000	 94.00	 03/01/2011	****02/01/2018
	 350,000	 –	 –	 –	 350,000	 39.25	 05/01/2012	****04/01/2019
	 –	 150,000	 –	 150,000††	 –	 16.05	 07/01/2013	 ****06/01/2020

Iain Ross	 –	 2,000,000	 –	 –	 2,000,000	 11.55	 09/09/2012	******08/09/2015

	 7,526,875	 2,150,000		  260,000	 1,955,893	 7,460,982		

* 	 Exercisable over four years in equal instalments
** 	 Exercisable over three years in equal instalments
***	 Vest, subject to performance conditions, over four years in equal instalments: exercisable after three years 
****	 Vest, subject to performance conditions, over three years: exercisable after three years
*****	 Original expiry date of 05/12/09 extended by two years
******	 1/24th vest at the end of each successive calendar month after 9/9/10 and until (and including September 2012). Exercisable from 9/9/12 to 8/9/15
†		 Market price on the date of exercise was 10 pence. Total gain was £25,974
††		 As these options were to vest on a successful conclusion to the Company’s MAA filing in respect of Cerepro®, all have now lapsed 
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Included in the preceding table are retained options held by Professor Ylä-Herttuala over shares in Ark Therapeutics 
Limited, but, under an agreement dated 12 July 2002 between Ark Therapeutics Limited, the Company and Professor  
Ylä-Herttuala, on any exercise of these options the Ark Therapeutics Limited shares subject to option shall be issued 
directly to the Company and the Company shall issue the equivalent number of its shares to Professor Ylä-Herttuala.

There have been no significant variations to the terms and conditions for share options (including under the LTIP) during  
the financial year, and no variations are anticipated for the following year. 

The market price of the ordinary shares at 31 December 2010 was 4.9 pence and the range during the year was 3.75 to 
17.25 pence.

Directors’ LTIP Awards
Details of awards made to Executive Directors under the Company’s long-term incentive plan, the Ark Therapeutics Group 
2005 Long Term Incentive Plan (the “LTIP”), are as follows:

			   Options	 Options				  
			   exercised	 lapsed				  
			   during	 during	 31	 Exercise	 Date from
Name of	 1 January		  the	 the	 December	 price	 which	 Expiry
Director	 2010	 Granted	 period	 period	 2010	 pence	 exercisable	 date

Dr N Parker**	 145,000	 –	 145,000	 –	 –	 –	 04/01/2009	 *04/01/2016
	 157,500	 –	 86,625	 70,875	 –	 –	 03/01/2010	 *03/01/2017

M Williams	 56,250	 –	 –	 –	 56,250	 –	 04/01/2009	 *04/01/2016
	 60,000	 –	 –	 27,000	 33,000	 –	 03/01/2010	 *03/01/2017

	 418,750	 –	 231,625†	 97,875	 89,250	 		

*	 Vest, subject to performance conditions, and exercisable after three years
**	 Resigned as a Director on 5 May 2010
†	 Market prices on the dates of exercise were 5.5 pence and 4.1 pence. Total gain was £12,186 

Details of performance criteria (where appropriate) are given in the “LTIP” and “Share option” sections of this Directors’ 
remuneration report. 

Directors’ FBT interests
There were no conditional transfers of shares made to sub-funds within the FBT of which Executive Directors are among the 
class of beneficiary during the year.

Approval
This report was approved by the Board of Directors on 11 March 2011 and signed on its behalf by:

Peter Keen
Chairman of the Remuneration Committee
11 March 2011
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The Directors present their annual report on the affairs 
of the Company and Group, together with the financial 
statements and Auditors’ report for the year ended 31 
December 2010.

Principal activities
The principal activity of the Group during the period has 
been the discovery, development and commercialisation 
of products in areas of specialist medicine, with particular 
focus on vascular disease and cancer. 

The subsidiary undertakings principally affecting the profits 
or net assets of the Group in the year are listed in note 31 to 
the financial statements.

Business review
The Company is required to set out in this Directors’ report 
a fair review of the business of the Group and a description 
of the principal risks and uncertainties facing the Group 
(known as a “Business Review”). The Business Review is 
required to set out a balanced and comprehensive analysis 
of the development and performance of the Group’s business 
during the financial year ended 31 December 2010 and of 
the position of the Group at the end of that financial year. 
The information that fulfils the requirements of the Business 
Review can, in addition to that set out below, be found in the 
following sections: Chairman’s letter on pages 1 and 2, Chief 
Executive’s review on pages 3 to 5, Financial review on pages 
10 and 11 and Corporate governance section on pages 12 to 
18 which are incorporated in this report by reference.

Principal risks and uncertainties 
Industry risk
The nature of pharmaceutical development is such that 
drug candidates may not be successful due to an inability 
to demonstrate in a timely manner the necessary safety and 
efficacy in a clinical setting to the satisfaction of appropriate 
regulatory bodies, such as the European Medicines Agency 
(“EMA”) in Europe and the Food and Drug Administration 
(“FDA”) in the US. The Group may be unable to attract, by 
itself or from partners, the funding necessary to meet the 
high cost of developing its products through to successful 
commercialisation.

Clinical and regulatory risk
Biological drug substances may not be stable or 
reproducible. Unacceptable toxicities or insufficient efficacy 
in the chosen indication may cause the medicine to fail or 
limit its applicability. Lack of performance by third party 
Clinical Research Organisations or an inability to recruit 
patients may cause undue delays in clinical trials. Clinical 
and regulatory issues may arise or changes to the regulatory 
environment may occur that lead to delays, further costs, 
reduction in the commercial potential of a product in 
development or the cessation of programmes. Ethical, 
regulatory or marketing approvals may be delayed or 
withheld or, if awarded, may carry unacceptable conditions 
to further development or commercial success. The 
Group’s manufacturing facilities and those of its third party 
manufacturers are subject to regulatory requirements and 
licensing and there can be no assurance that such facilities 
will continue to comply with such regulatory requirements. 
Given the cutting-edge nature of the technology, alternative 
manufacturing facilities may not be available. The Group’s 
information technology systems must also comply with 
Good Manufacturing Practice (GMP) regulatory requirements 
(see page 30), and a failure to do so would impact on the 
Group’s manufacturing capability. The Group manages its 

regulatory risk by working closely with its expert regulatory 
advisers and, where appropriate, by seeking advice from 
regulatory authorities on the design of key development 
plans for its pre-clinical and clinical programmes.

Competition and intellectual property risk
Certain companies are developing medicines that may 
restrict the potential commercial success of the Group’s 
products or render them obsolete. Companies may have 
intellectual property that restricts the Group’s freedom 
of use of certain intellectual property or imposes high 
additional costs to obtain licences. The Group’s intellectual 
property may become invalid or expire before its products 
are successfully commercialised. The Group works closely 
with its legal advisers and obtains where necessary 
opinions on the intellectual property landscape relevant 
to the Group’s product development programmes and 
manufacturing activities and processes

Economic risk
The successful development and commercialisation of 
novel medicines carry a high level of risk and the returns 
may be insufficient to cover the costs incurred. Restrictions 
on health budgets worldwide or on the prices that may be 
charged for new medicines through competitive or other 
pressures may limit a medicine’s sales potential. The 
Group may not be able to attract partners on favourable 
terms or recruit the appropriate calibre of staff to help 
develop or commercialise its products. Any such partners 
may fail to perform or commit the resources necessary to 
commercialise the Group’s products successfully. 

Counterparty risk
The Group relies on third party organisations to conduct its 
clinical trials and to manufacture certain of its products. 
If the relationship with or performance of any of these 
partners is adversely affected, the Group’s operations may 
be adversely impacted. As part of the Group’s routine vendor 
assessment detailed due diligence is performed on all third 
party organisations to establish that such organisations have 
the required capability, expertise and financial stability to 
perform the relevant services for the Group. Where possible, 
alternative third party suppliers are identified to take over 
the performance of such services in the event difficulties are 
experienced with the original vendor.

Financial risk 
Longer term sustainability is dependent upon 
generating cash flows from successful development and 
commercialisation of the Group’s products. Until then, 
the Group will be dependent upon existing cash resources 
together with additional funding through completion of 
one or more licensing/partnering deals, manufacturing 
contracts or through the raising of capital. There can be no 
assurances that such funding will be achieved on favourable 
terms, if at all. Failure to generate additional funding may 
lead to postponement or cancellation of programmes and/
or a scale back or cessation of operations. The going 
concern assumption is discussed in more detail in the 
Corporate governance section on page 18.

Interest rate risk is applicable to the Finnish loans detailed 
in note 17 to the financial statements. All of the loans incur 
interest at less than Bank of Finland base rate. As these 
borrowings are not a significant source of funding for the 
Group, the interest rate risk is considered low but is subject 
to regular review.

Directors’ report
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The Group’s credit risk is primarily attributed to its money 
market investments and cash and cash equivalents. This 
risk is limited because the counterparties are banks with 
high credit ratings assigned by international credit rating 
agencies. Deposits are made in accordance with the 
Investment Policy approved by the Board which contains 
strict criteria on minimum credit ratings and maximum 
deposit size. In addition, and in response to recent events, 
preference is now given to those counterparties that have 
been given backing by the UK government.

The position regarding currency risk is regularly reviewed 
and currency hedging activity is initiated where appropriate. 
In 2008, a formal Currency Risk Management Policy was 
approved by the Board, the objective of which is to manage 
foreign currency exchange rate risk so that the Group does 
not suffer a material financial loss as a result of changes 
in exchange rates. Any transactions undertaken to mitigate 
such risks have to be matched to an underlying current 
or anticipated business requirement. As at 31 December 
2010, the Group had sufficient Euro reserves to cover 
approximately five months of operational cash requirements 
for its Finnish subsidiary, Ark Therapeutics Oy. It also 
was holding adequate reserves of US dollars to cover its 
outstanding commitments following the termination of the 
Trinam® Phase III study.

Risk management
The Group’s extensive risk management process is set out 
on page 16 of the Corporate governance report and note 18 
to the financial statements. The process seeks to identify 
material risks and to determine how best to manage them. 
Specific risk managing actions the Group has in place are 
set out against certain of the risks identified in this section.

Key performance indicators (“KPIs”)
The KPIs of the business are (i) the progress of the research 
and development portfolio through clinical development, 
(ii) the progress of R&D partnering and collaborations, 
and manufacturing revenue generating opportunities, and 
(iii) the management of cash resources (both funding and 
cash outflows). While these KPIs demonstrate relevant 
factors by reference to which the development, performance 
and position of the Group’s business can be measured 
effectively, it is in the nature of the Group’s strategy, and 
the biopharmaceutical industry in general, that these KPIs 
are not readily or meaningfully comparable year on year 
simply as measures.

Research and development KPIs
As described in the “Principal risks and uncertainties” 
section of this report on page 26, delays can be 
experienced in progress through clinical development due 
to factors beyond the control of the Group. Consequently, 
it is not appropriate to set precise targets for the timings 
of future stages in clinical development. However, the 
research and development KPIs of the Group, being the 
progress of the portfolio in 2009 and 2010 through clinical 
development along with the next stages of development and 
expected timings are as follows:

Ad.VEGF-D IN REFRACTORY ANGINA (EG011)
2009
	 Clinical assessment in academic study in Finland 

commenced

2010
	 Clinical assessment in academic study ongoing

Looking ahead – 2011
	 Complete dose-ranging stage of clinical assessment in 

academic study
	 Establish production of vector for Ark’s clinical 

development

Ad.VEGF-D IN PERIPHERAL VASCULAR DISEASE (EG016)
2009
	 Clinical assessment of longform VEGF-D in academic 

study in Finland commenced

2010
	 Clinical assessment in academic study ongoing
	 Dose ranging part of academic study completed

Looking ahead - 2011
	 Establish production of vector for Ark’s clinical 

development
	 Complete selection of optimal VEGF-D (shortform) 

clinical candidate
	 Academic study to begin controlled efficacy stage 

treatment phase

Ad.VEGF-D IN FOETAL GROWTH RESTRICTION (EG013)
2010
	 Demonstrated pre-clinical proof-of-principle in foetal 

growth restriction model

Looking ahead – 2011
	 Initiate biodistribution/toxicity work for EG013 to treat 

foetal growth restriction

SMALL MOLECULE NEUROPILIN-1 RECEPTOR 
ANTAGONIST (EG014)
2010
	 Demonstrated pre-clinical proof-of-principle in cancer 

model

Looking ahead - 2011
	 Optimise antagonist candidate compounds
	 Further proof-of-principle studies

Commercial KPIs
Following the outcome of the strategic review completed 
in the period, the Company is also focusing its resources 
on progressing its early stage product pipeline through 
appropriate R&D collaborations with industrial partners and 
looking to exploit the utilisation of, and revenue generating 
opportunities for, its established proprietary technology 
systems, process development and scale-up manufacturing 
capabilities. The progress and next stages of this strategy 
and expected timings are as follows:

2009
	 Out-licensed VEGF-C and D gene and technologies for 

lymphatic disease
	 Commenced third party manufacturing contract for Oy 

Lx Therapies Ltd and another company

2010
	 Ongoing contract manufacturing for Oy Lx Therapies Ltd 

(now known as Laurantis Pharma Oy)

Looking ahead - 2011
	 Disposal of majority of woundcare business (completed 

1 March 2011)
	 Secure manufacturing partnership
	 Conclude out-license of one early stage programme
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Directors are subject to election by shareholders at the 
first Annual General Meeting after their appointment and 
to re-election thereafter at intervals of no more than three 
years. Accordingly, David Prince retires by rotation at the 
forthcoming Annual General Meeting and, being eligible, 
offers himself for re-election. Iain Ross offers himself 
for election at the next Annual General Meeting, having 
been appointed during the period under review. Dr David 
Bloxham who was appointed as a Director post-period on  
1 March 2011, will retire at the next Annual General 
Meeting of the Company on 9 May 2011 and, being eligible, 
will offer himself for election.

The Code states that NEDs serving on the Board for longer 
than nine years should be subject to re-election each year. 
Peter Keen and Professor Seppo Ylä-Herttuala have each 
served as a NED on the Board of the parent Company of the 

Group in excess of nine years and consequently both are 
standing for re-election this year.

Directors’ and Officers’ liability insurance
The Company has made qualifying third party indemnity 
provisions for the benefit of its Directors which remain in 
force at the date of this report. In addition the Group has 
purchased and maintains Directors’ and Officers’ liability 
insurance cover against certain legal liabilities and costs 
for claims incurred in respect of any act or omission in the 
execution of their duties.

Policy and practice on payment of creditors
It is the Group’s policy to agree payment terms with 
suppliers at the start of business relationships and to abide 
by those terms.

Cash management KPI
The management of cash KPI of the Group, being the operational cash consumed in the business and funding received is 
as follows. “Operational cash consumed in the business” is defined by reference to the cash flow statement as being the 
addition of “net cash outflow from operations” and the purchase of tangible and intangible assets (net of grants received).

2009
	 Operational cash consumed in the business £22.6m

2010
	 Operational cash consumed in the business £12.2m

Results and dividends
The Group incurred a loss after taxation of £16.2m (2009: loss of £19.9m). 

The Directors are unable to recommend the payment of a dividend (2009: £nil).

Directors
The Directors of the Company who served during the year are as follows:

Iain Ross	 Executive Chairman and member of the Nomination Committee (appointed 9 September 2010)

Andrew Christie	 Senior Non-Executive Director, Chairman of the Nomination Committee and member of the 
	 Remuneration and Audit Committees (having stepped down as Non-Executive Chairman on 	
	 9 September 2010 and been appointed as Chairman of the Nomination Committee on 5 
	 September 2010, and also as a member of the Audit Committee on the same date. Mr Christie 
	 also took over as Senior Non-Executive Director following Sir Mark Richmond’s resignation). 
	 Post-period, Mr Christie resigned as a Director on 9 March 2011

Dr Nigel Parker 	 Chief Executive Officer (resigned 5 May 2010)

Martyn Williams 	 Chief Executive Officer (having transferred from the role of Chief Financial Officer and stepped 
	 down as Company Secretary on 5 May 2010) 

Sir Mark Richmond	 Senior Non-Executive Director, Chairman of the Nomination Committee and member of the 
	 Remuneration Committee (resigned 17 August 2010) 

Peter Keen 	 Non-Executive Director, Chairman of the Remuneration Committee and member of the Audit 		
	 and Nomination Committees 

Dr Wolfgang Plischke	 Non-Executive Director and member of the Audit Committee (resigned 17 August 2010)

David Prince 	 Non-Executive Director, Chairman of the Audit Committee and member of the Remuneration 
	 Committee (having been appointed to the Remuneration Committee on 5 September 2010 and 
	 resigned from the Nomination Committee on the same date)

Professor Seppo 
Ylä-Herttuala 	 Non-Executive Director

Short biographies of those persons serving as Directors of the Company as at the date of this report are provided on page 8.
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The average trade creditor payment period of the Group at 
31 December 2010 was 39 days (2009: 38 days). 

Charitable and political contributions
The Group made no charitable donations during the 
reporting period (2009: £nil). No political donations or 
contributions to any political organisations were made 
during the year (2009: £nil). 

Directors’ interests
Details of the Directors’ service contracts, together with the 
Directors’ interests in shares and share options, are given 
in the Directors’ remuneration report on pages 19 to 25.

Share capital
During the reporting period 2,159,925 ordinary shares were 
allotted. As at 31 December 2010, the Company had 532 
ordinary shareholders and 209,276,676 ordinary shares in 
issue.

Substantial shareholdings
At close of business on 4 March 2011 the following major 
holdings in the Company’s share capital had been notified 
to the Company:

	 Number of shares	 Percentage

Aberforth Partners LLP	 37,855,092	 18.09%
Smith & Williamson Investment 
  Management Limited	 23,526,157	 11.24%
Lansdowne Partners Limited	 20,124,005	 9.62%
J. O. Hambro Capital 
  Management Limited	 16,600,721	 7.93%
Gartmore Investment 
  Management Limited	 12,810,000	 6.12%
GAM London Limited	 7,722,420	 3.69%
Midas Capital Partners Limited	 7,374,278	 3.52%
Aviva Investors Global 
  Services Limited	 6,668,090	 3.19%
Hansa Capital Partners LLP	 6,406,146	 3.06%

Where not provided elsewhere in this Directors’ report, 
the following provides the additional information required 
for shareholders as a result of the implementation of the 
Takeovers Directive into English law.

The Company has one class of share capital, ordinary 
shares. All the ordinary shares rank pari passu. Details of 
the ordinary share capital can be found in note 22 to the 
financial statements. There are no restrictions on transfer 
of the ordinary shares in the Company other than: certain 
restrictions which may from time to time be imposed by 
laws and regulations (for example, insider trading laws); 
and pursuant to the Listing Rules of the Financial Services 
Authority whereby certain employees of the Company 
require the approval of the Company to deal in the ordinary 
shares. On a show of hands at a general meeting of the 
Company, every holder of ordinary shares present in person 
and entitled to vote shall have one vote and on a poll, every 
member present in person or by proxy and entitled to 
vote shall have one vote for every ordinary share held. The 
Notice of the Annual General Meeting specifies deadlines for 
exercising voting rights and appointing a proxy or proxies to 
vote in relation to resolutions to be passed at the meeting. 
The rules governing the appointment and replacement of 
Board members and changes to the articles of association 
accord with usual English company law provisions.

Subject to the Company’s articles of association, any 
statute or subordinate legislation for the time being in 
force concerning companies and affecting the Company, 
and directions given by special resolution, the business of 
the Company shall be managed by the Directors, who may 
exercise all the powers of the Company.

Change of control provisions
There are no significant agreements to which the Company 
is a party which take effect, alter or terminate in the event 
of a change of control of the Company. There are no 
agreements providing for compensation for the Directors or 
employees on a change of control. 

Employees
Employee incentives
The Group recognises the contributions made by its 
employees to achieve corporate goals and objectives and 
is committed to operating in a way that rewards and 
recognises these contributions. Share options are awarded 
widely through the Company, encouraging employee 
participation in the development of the Company, and it is 
anticipated that this will continue, together with the long-
term incentive plan for senior staff.

Disabled employees
Applications for employment by disabled persons are 
fully and fairly considered, bearing in mind the aptitudes 
and ability of the applicant concerned. In the event that a 
member of staff becomes disabled every effort will be made 
to ensure that their employment with the Group continues 
and that appropriate training is arranged. It is the policy 
of the Group that the training, career development and 
promotion of disabled persons should, as far as possible, 
be identical to that of other employees.

Employee consultation
The Group places considerable value on the involvement of 
its employees and has continued to keep them informed 
on matters affecting them as employees and on the various 
factors affecting the performance of the Group. This is 
achieved through formal and informal meetings and regular 
email updates. Employee representation is encouraged, for 
example, through membership of Group committees, such 
as security and health and safety committees.

The Group currently operates in the UK and Finland  
and its employment policies are varied to meet local 
conditions and legal requirements. These are established  
in accordance with good practice in the country in which 
the individuals are employed.

Corporate social responsibility report 
The Directors recognise the increasing importance of 
corporate social responsibility and endeavour to take 
into account the interests of the Group’s stakeholders, 
including its investors, employees, customers, suppliers 
and business partners when operating its business. To 
help achieve this, the Group operates a Corporate Social 
Responsibility Policy (“CSR Policy”) for the Group (a copy 
of which is available on the Company’s website), which 
sets out the core principles of its business operations. The 
Group believes that having empowered and responsible 
employees who display sound judgment and awareness 
of the consequences of their decisions or actions, and 
who act in an ethical and responsible way, is key to the 
success of the business. Ark Therapeutics Limited’s wholly 
owned subsidiary Ark Therapeutics Oy (“ATO”) is based 
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in Kuopio, Finland, a region designated by the European 
Commission as an economic area requiring subsidy to 
assist economic development. Following the Company’s 
continued investment ATO is a significant employer in the 
Kuopio region. ATO is at the heart of the Group’s continued 
success recently having completed its new ‘state of the art’ 
gene-medicine manufacturing facility in Kuopio.

Equal opportunities policy
The Group is committed to achieving equality of opportunity 
in all its employment practices, policies and procedures. 
Employees are highly valued and their rights and dignity 
are respected. The Group does not tolerate any harassment 
or discrimination. The Group practises equal treatment of 
all employees or potential employees irrespective of their 
race, creed, colour, sexual orientation, nationality, ethnic 
origin, religion, disability, age, gender or marital status. 
The equal opportunities section of the CSR Policy covers 
all permanent and temporary employees (including NEDs), 
all job applicants, agency staff, associates, consultants and 
contractors. The Group also endeavours to be honest and 
fair in its relationships with customers and suppliers, and 
to be a good corporate citizen by respecting the laws of 
countries in which it operates. 

Family friendly employment policies and employee welfare
The maternity leave and maternity pay policy conforms with 
statutory requirements. Flexible approaches to return to 
work after maternity leave and part-time or non-standard 
hours and work patterns are adopted where viable. The 
Group also has a paternity leave policy. The Group offers 
a Childcare Voucher Scheme allowing employees to take 
advantage of tax benefits.

Following Government studies into stress in the workplace, 
the Group also offers its employees free and confidential 
access to a counselling service. This service offers advice on 
both work and personal issues such as anxiety/depression, 
work-related stress, money management, bereavement, 
legal problems and domestic matters. 

Martyn Williams is the Director with overall responsibility 
for employee matters.

Health & safety 
The Group considers health and safety to be a priority in its 
workplaces and operates a formal health and safety policy. 
A health and safety committee reviews health and safety 
standards within the Group on an ongoing basis. The Group 
has a good safety record and there have been no incidents 
or accidents reported to the Health and Safety Executive in 
the UK or the relevant Finnish health and safety authority 
in 2010. The Health & Safety policy has been circulated to 
all Group personnel. Martyn Williams is the Director with 
overall responsibility for health and safety matters. 

The Group is subject to strict regulation regarding the 
use of genetically modified organisms (“GMOs”). An 
occupational healthcare programme has been introduced 
in Ark’s Finnish facility, particularly for its laboratory-based 
employees who handle, amongst other things, GMOs, to 
analyse and monitor employee health and suitability for the 
work performed, in order to identify and prevent any work-
related disorders or injuries.

Environment 
The Group is committed to complying with environmental 
legislation and minimising the impact of its activities on 
the environment and the Group operates an Environmental 
Policy (a copy of which is available on the Company’s 
website). As part of the annual Group risk management 
review (see page 16 of the Corporate governance report) 
the Group’s compliance with the Environmental Policy 
is assessed to ensure effective environmental risk 
management is maintained.

The Group considers that its activities have a low 
environmental impact. In the construction and fit-out 
of the Finnish manufacturing facility the Group worked 
closely with the landlord and contractors to encourage 
full consideration of environmental issues and compliance 
with Finnish environmental regulations. The Company also 
encourages staff to use public transport through offering 
season ticket loans.

Waste management 
All biowaste generated by the Group at its Finnish 
manufacturing facility in Kuopio is disposed of by 
waste disposal contractors in compliance with all local 
environmental and waste management regulations. The 
Group also operates various waste management initiatives, 
including recycling of all paper waste, aluminium cans, 
printer toners/cartridges and redundant mobile telephone 
handsets. Computer and IT equipment are recycled where 
possible and redundant equipment is offered for sale to 
staff. The Group’s employees are actively encouraged 
to reduce power usage in the office environment and 
automatic motion sensors have been installed throughout 
the offices in the new Kuopio manufacturing facility. Video-
conferencing facilities are used wherever possible in order 
to reduce unnecessary air travel. 

Quality assurance
Ark’s products are developed in accordance with recognised 
quality guidelines and appropriate national and international 
legislation to ensure the efficacy of the product and the 
safety of the consumer. In order to achieve this, the 
Company must comply with the following guidelines:

Good Laboratory Practice (“GLP”) 
The Group requires that contractors involved in the conduct 
of key non-clinical safety studies and the analysis of such 
studies apply the appropriate level of GLP to their facilities 
and the conduct of studies therein. These requirements 
have been incorporated in the Company’s quality system, 
and compliance is reviewed by routine monitoring visits 
and/or audit and training as necessary to ensure the level 
of compliance is acceptable.

Directors’ report continued
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Good Manufacturing Practice (“GMP”)
The Group requires that all contractors directly managed 
by Ark and involved in the operational aspects of 
manufacture, analysis, packing, labelling, release, storage 
and distribution of its materials and products apply the 
appropriate level of GMP to their facilities, as defined in 
GMP regulation and guideline documents.

These practices are mandatory requirements for 
products designated for use in clinical trials conducted 
in accordance with competent authorities’ regulatory 
requirements. Guidelines are detailed in UK, European, 
US and ICH publications and have been incorporated into 
the Company’s quality system. Compliance is routinely 
monitored by audit, and training may be provided to ensure 
the level of compliance is acceptable.

Good Clinical Practice (“GCP”)
GCP is an international ethical and scientific quality 
standard for designing, conducting, recording and reporting 
studies that involve the participation of human subjects. 
Studies conducted in Europe and North America must 
have ethical and regulatory approval prior to initiation 
and compliance with the stated protocol is independently 
monitored and further assessed by audit. These actions 
help to provide assurance that the rights, safety and 
wellbeing of study subjects are protected, consistent with 
the principles that have their origin in the Declaration of 
Helsinki, and that the clinical trial data is credible. 

These practices have been incorporated into the Group’s 
standard operating procedures, third party contracts and 
working documentation.

Risk management
The key elements of each of the Company’s CSR, 
Environmental and Health and Safety Policies are reviewed 
as part of the Company’s risk management review process 
described on page 16. No material deviations from these 
policies have been identified in this year’s review. 

A Group-wide business continuity plan has been 
implemented. This is designed to minimise the impact of a 
serious incident on the business activities of the Company 
and to aid recovery, whilst safeguarding employees.

Auditors and Annual General Meeting
Each of the persons who is a Director at the date of 
approval of this annual report confirms that:
		 so far as the Director is aware, there is no relevant 

audit information of which the Company’s Auditors are 
unaware; and

		 the Director has taken all the steps that he ought to have 
taken as a Director in order to make himself aware of 
any relevant audit information and to establish that the 
Company’s Auditors are aware of that information.

This confirmation is given and should be interpreted in 
accordance with the provisions of s418 of the Companies 
Act 2006.

Deloitte LLP have expressed their willingness to continue in 
office as Auditors and a resolution to reappoint them will be 
proposed at the forthcoming Annual General Meeting to be 
held at the offices of Ashurst LLP, Broadwalk House,  
5 Appold Street, London EC2A 2HA on 9 May 2011 at 
11.30 am. The notice of the meeting is set out at pages 65 
to 70, with a summary of the business to be transacted.

Going concern
The Directors have prepared the financial statement on a 
going concern basis consistent with their views, formed 
after making appropriate enquiries, as outlined on page 38 
of the Group financial statements.

Approved by the Board and signed on its behalf by

Dr Edward Bliss
Company Secretary
11 March 2011
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Directors’ responsibilities statement

The Directors are responsible for preparing the annual 
report, Directors’ remuneration report and the Group and 
the Company financial statements in accordance with 
applicable laws and regulations.

Company law requires the Directors to prepare such 
financial statements for each financial year. Under IAS 
Regulation the Directors are required to prepare Group 
financial statements in accordance with International 
Financial Reporting Standards (“IFRSs”) as adopted by the 
European Union (“EU”). The Group Financial Statements 
are also required by law to be prepared in accordance 
with Article 4 of the IAS Regulation and the Companies Act 
2006. The Directors have also chosen to prepare the parent 
Company financial statements under IFRSs as adopted by 
the EU. Under company law the Directors must not approve 
the accounts unless they are satisfied that they give a 
true and fair view of the state of affairs of the Company 
and of the profit or loss of the Company for that period. 
In preparing these financial statements, the Directors are 
required to:

	 properly select and apply accounting policies; and

	 present information, including accounting policies, in a 
manner that provides relevant, reliable, comparable and 
understandable information; and 

	 provide additional disclosures when compliance with 
the specific requirements in IFRSs are insufficient to 
enable users to understand the impact of particular 
transactions, other events and conditions on the entity’s 
financial position and financial performance; and

	 make an assessment of the Company’s ability to 
continue as a going concern.

The Directors are responsible for keeping proper accounting 
records that are sufficient to show and explain the 
Company’s transactions and disclose with reasonable 

accuracy at any time the financial position of the Company 
and enable them to ensure that the Group financial 
statements comply with the Companies Act 2006. They 
are also responsible for safeguarding the assets of the 
Company and the Group and hence for taking reasonable 
steps for the prevention and detection of fraud and other 
irregularities.

The Directors are responsible for the maintenance and 
integrity of the corporate and financial information included 
on the Company’s website. Legislation in the United 
Kingdom governing the preparation and dissemination of 
financial statements may differ from legislation in other 
jurisdictions.

The Directors confirm to the best of their knowledge that:

(a)	the financial statements, prepared in accordance with 
IFRSs as adopted by the EU, give a true and fair view of 
the assets, liabilities, financial position and profit or loss 
of the Company and the undertakings included in the 
consolidation taken as a whole; and

(b)	the Business Review, which is incorporated in 
the Directors’ report, includes a fair review of the 
development and performance of the business and the 
position of the Company and the undertakings included 
in the consolidation taken as a whole, together with a 
description of the principal risks and uncertainties that 
they face.

By order of the Board

Iain G Ross	 Martyn Williams
Chairman	 Chief Executive Officer

11 March 2011	 11 March 2011
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We have audited the Group and parent Company financial 
statements (the “financial statements”) of Ark Therapeutics 
Group plc for the year ended 31 December 2010 which 
comprise the consolidated income statement, the 
consolidated and parent Company balance sheets, the 
consolidated and parent Company cash flow statements, 
the consolidated statement of comprehensive income, the 
consolidated and parent Company statements of changes in 
equity and the related notes 1 to 36. The financial reporting 
framework that has been applied in their preparation is 
applicable law and International Financial Reporting 
Standards (IFRSs) as adopted by the European Union.

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

Respective responsibilities of Directors and Auditor
As explained more fully in the Directors’ responsibilities 
statement, the Directors are responsible for the preparation 
of the financial statements and for being satisfied that they 
give a true and fair view. Our responsibility is to audit and 
express an opinion on the financial statements in 
accordance with applicable law and International Standards 
on Auditing (UK and Ireland). Those standards require us to 
comply with the Auditing Practices Board’s Ethical 
Standards for Auditors.

Scope of the audit of the financial statements
An audit involves obtaining evidence about the amounts and 
disclosures in the financial statements sufficient to give 
reasonable assurance that the financial statements are free 
from material misstatement, whether caused by fraud or 
error. This includes an assessment of: whether the 
accounting policies are appropriate to the Group’s and the 
parent Company’s circumstances and have been 
consistently applied and adequately disclosed; the 
reasonableness of significant accounting estimates made by 
the Directors; and the overall presentation of the financial 
statements.

Opinion on financial statements
In our opinion:
	 the financial statements give a true and fair view of the 

state of the Group’s and of the parent Company’s affairs 
as at 31 December 2010 and of the Group’s loss for the 
year then ended;

	 the Group financial statements have been properly 
prepared in accordance with IFRSs as adopted by the 
European Union; 

	 the parent company financial statements have been 
properly prepared in accordance with IFRSs as adopted 
by the European Union and as applied in accordance 
with the provisions of the Companies Act 2006; and

	 the financial statements have been prepared in 
accordance with the requirements of the Companies Act 
2006 and, as regards the group financial statements, 
Article 4 of the IAS Regulation.

Opinion on other matters prescribed by the Companies Act 
2006
In our opinion:
	 the part of the Directors’ remuneration report to be 

audited has been properly prepared in accordance with 
the Companies Act 2006; and

	 the information given in the Directors’ report for the 
financial year for which the financial statements are 
prepared is consistent with the financial statements.

Matters on which we are required to report by exception
We have nothing to report in respect of the following:

Under the Companies Act 2006 we are required to report to 
you if, in our opinion:
	 adequate accounting records have not been kept by the 

parent Company, or returns adequate for our audit have 
not been received from branches not visited by us; or

	 the parent Company financial statements and the part 
of the Directors’ remuneration report to be audited are 
not in agreement with the accounting records and 
returns; or

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

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

Under the Listing Rules we are required to review:
	 the Directors’ statement contained within the Corporate 

governance report in relation to going concern; and
	 the part of the Corporate Governance Statement relating 

to the Company’s compliance with the nine provisions of 
the June 2008 Combined Code specified for our review.

Stuart Henderson (Senior Statutory Auditor)
for and on behalf of Deloitte LLP
Chartered Accountants and Statutory Auditor 
Cambridge, United Kingdom 

11 March 2011

Independent Auditor’s report to the members of Ark Therapeutics Group plc
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Consolidated statement of comprehensive income For the year ended 31 December 2010

	 Year ended 31 December 2010 £’000		  Year ended
		  Pre-			   31 December
		  exceptional	 Exceptional		  2009
	 Note	 items	 items	 Total	 £’000

Continuing operations					   
Revenue	 3,4	 757	 –	 757	 1,388 
Cost of sales		  (303)	 –	  (303) 	 (135)

Gross profit		  454	 –	 454 	 1,253 
Research and development expenses		  (10,848)	 (220)	  (11,068)	 (15,562)
Selling, marketing and distribution costs		  (178)	 (8)	  (186)	 (133)

Other administrative expenses		  (4,974)	 (1,525)	  (6,499)	 (5,256)
Share-based compensation charge	 26	 550	 –	 550 	 (410)

Administrative expenses		  (4,424)	 (1,525)	   (5,949)	 (5,666)

Other income 	 6	 404	 –	 404 	   550 
Other expenses	 6	 (672)	 –	  (672)	 (1,262)

Operating loss		  (15,264)	 (1,753)	 (17,017)	 (20,820)
Investment income	 3	 103	 –	 103 	  641 
Finance costs	 5	 (22)	 –	 (22)	 (31)

Loss on ordinary activities before taxation	 6	 (15,183)	 (1,753)	  (16,936)	 (20,210)
Taxation	 8	 1,033	 –	  1,033 	  1,287 

Loss from continuing operations after taxation		  (14,150)	 (1,753)	 (15,903) 	  (18,923)
					   
Discontinued operations					   
Loss from discontinued operations after taxation	 9	 (269)	 –	 (269)	 (943)

Loss on ordinary activities after taxation, 		
being retained loss for the year		  (14,419)	 (1,753)	 (16,172)	 (19,866)

					      
Loss per share (basic and diluted)					   
from continuing operations	 10			   8 pence	 9 pence
from continuing operations and discontinued operations	 10			   8 pence	 10 pence

		  Year ended	 Year ended
				    31 December	 31 December
				    2010	 2009
				    £’000	 £’000

Loss on ordinary activities after taxation, being retained loss for the year			   (16,172) 	 (19,866)
Exchange differences on translating foreign operations recognised in equity			   (47)	 (124)

Total comprehensive income for the period				    (16,219)	 (19,990)
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Consolidated balance sheet as at 31 December 2010 

				    31 December	 31 December
				    2010	 2009
			   Note	 £’000	 £’000

Non-current assets			 
Goodwill	 11	 1,157	  2,522 
Other intangible assets	 12	  780 	 992 
Property, plant and equipment	 13	  9,113 	  12,115 

		   11,050 	  15,629 

Current assets		   	  
Inventories	 14	  –	  429 
Trade and other receivables	 15	  673 	  2,678 
Research and development tax credit receivable	 15	  1,034 	  1,302 
Current tax receivable	 15	   – 	  17 
Money market deposits	 15	  2,856 	  14,590 
Cash and cash equivalents	 15	  7,720 	  6,866 
Assets held for sale	 9	 997	 –

		   13,280 	  25,882 

TOTAL ASSETS		   24,330 	  41,511 

Non-current liabilities		   	  
Deferred income	 21	  1,051 	  1,437 
Obligations under finance leases	 16	  17 	 48 
Loans	 17	  548 	 630 

		   1,616 	  2,115 

Current liabilities		   	  
Trade creditors and accruals	 20	  3,284 	  3,320 
Deferred income	 21	  318 	  440 
Obligations under finance leases	 16	  30 	 36 
Loans	 17	  51 	 54 
Liabilities directly associated with assets classified as held for sale	 9	 228	 –

		   3,911 	  3,850 

TOTAL LIABILITIES		  5,527 	  5,965 

Equity		   	  
Share capital	 22	  2,093 	  2,071 
Share premium		   118,937 	  118,630 
Merger reserve		   38,510 	  38,510 
Foreign currency translation reserve		   191 	 221 
Share-based compensation reserve		   3,815 	  4,422 
Reserve for own shares		   (2,286)	 (2,023)
Retained loss		   (142,457)	 (126,285)

TOTAL EQUITY		   18,803 	  35,546 

TOTAL LIABILITIES AND EQUITY		   24,330 	 41,511 

These financial statements of Ark Therapeutics Group plc, registered number 04313987, were approved by the Board of 
Directors and were authorised for issue on 11 March 2011. They were signed on its behalf by

I Ross	 M Williams
Director	 Director
11 March 2011	 11 March 2011 
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Consolidated statement of changes in equity for the year ended 31 December 2010 

	 	 			  Foreign
					    currency		  Reserve
	 Share	 Share		 Merger	 translation	 Share–based	 for own	 Retained
	 capital	 premium		 reserve	 reserve	 compensation	 shares	 loss	 Total
	 £’000	 £’000		 £’000	 £’000	 £’000	 £’000	 £’000	 £’000

Balance as at 
 1 January 2009	 2,052 	  117,899 	  38,510 	  313 	  4,017 	  (1,274)	  (106,419)	  55,098
Total comprehensive 
 income for the period	  – 	  – 	  – 	  (92)	  (32)	  – 	  (19,866)	  (19,990)
Share-based
 compensation	 –	 –		 –	 –	 437	 –	 –	 437
Equity share options 
 exercised	  1 	  (1)	  – 	  – 	 –	 – 	 –	  –
Share issue	 18 	  732 	 – 	 – 	 –	 – 	 –	 750 
Purchase of own shares
 for Family Benefit Trust	  – 	  – 	  – 	  – 	 –	  (749)	 – 	 (749)

Balance as at	  
 31 December 2009	 2,071 	  118,630 	  38,510 	  221 	  4,422 	  (2,023)	  (126,285)	  35,546
Total comprehensive 
 income for the period	  – 	  – 	  – 	  (30)	  (17)	  – 	  (16,172)	  (16,219)
Share-based	  – 	 – 	 – 	 – 	  (590)	 – 	 – 	  (590)
 compensation
Equity share options	  5 	  (5)	  –	  – 	  – 	  – 	  –	 – 
 exercised
Share issue	  17 	  247 	 – 	 – 	  – 	 – 	 – 	 264 
Reduction in prior period	
 share issue expenses	  – 	  65 	 – 	 – 	  – 	 – 	 – 	 65 
Purchase of own shares 
 for Family Benefit Trust	  – 	  – 	  – 	  – 	  – 	  (263)	  – 	  (263)

Balance as at	  
 31 December 2010 	 2,093 	  118,937 	  38,510 	  191 	  3,815 	  (2,286)	  (142,457)	 18,803
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Consolidated cash flow statement for the year ended 31 December 2010

				    Year Ended	 Year Ended
				    31 December	 31 December
				    2010	 2009
				    £’000	 £’000

Operating loss from continuing operations	 (17,017)	 (20,820)
Operating loss from discontinued operations	 (269)	 (943)

Total operating loss	 (17,286)	 (21,763)
		   	
Adjustments for non-cash items		   	
Depreciation and amortisation	 2,868 	 3,060 
Impairment of goodwill	 1,306	 –
Fair value gain on cash flow hedge 	 – 	 610 
Share-based compensation	  (590)	 437 
EU and Government grants	  (404)	 (550)
Unrealised exchange gains	 489 	 1,033 

Adjustments for changes in working capital		   	
Decrease/(increase) in receivables	 1,220 	 (1,500)
Decrease in inventories	 92 	 50 
Increase/(decrease) in payables	 258 	 (2,582)

Net cash used in operations	  (12,047)	 (21,205)

Research and development tax credit received	 1,295 	 1,725 
Income taxes paid	 22 	 2 

Net cash used in operating activities	  (10,730)	 (19,478)

Investing activities		   
Interest received	 137 	 1,561 
Net maturities of money market investments	 11,735 	 18,919 
Purchases of property, plant and equipment	  (104)	 (1,364)
Rebate on prior period additions of property, plant and equipment	 10	 –
Purchases of intangible assets	  (194)	 (213)

Net cash from investing activities	 11,584 	 18,903 

Financing activities		   	
Repayments of borrowings	  (91)	 (69)
Proceeds from borrowings	 – 	 151 
Grants received 	 87 	 214 
Proceeds on issue of shares	 – 	 1 
Finance costs	  (19)	 (20)

Net cash (used in)/from financing activities	  (23)	 277 

Net increase/(decrease) in cash and cash equivalents 	 831 	 (298)
Cash and cash equivalents at beginning of year	 6,866 	 7,137
Effect of exchange rate changes	 23 	 27

Cash and cash equivalents at end of year	 7,720 	 6,866
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1 Presentation of financial statements

Ark Therapeutics Group plc is a company incorporated in the United Kingdom under the Companies Act 2006. The address 
of the registered office is given on page 70. The nature of the Group’s operations and its principal activities are set out in 
the Chairman’s Letter and Chief Executive’s review on pages 1 to 5.

These financial statements are presented in sterling since that is the currency of the primary economic environment in 
which the Group operates. Foreign operations are included in accordance with the policies set out in note 2. 

Going concern
The Board has a reasonable expectation that, at the time of approving the annual report, the Group has adequate resources 
to continue in operational existence for the foreseeable future. Accordingly, the Board continues to adopt the going concern 
basis in preparing the annual report. Further detail is contained in the Corporate governance report on page 18.

Adoption of new and revised standards
In the current year, the following new and revised Standards and Interpretations have been adopted:

IAS 27(2008) Consolidated and Separate Financial Statements; and 

IAS 28(2008) Investments in Associates

Adoption of these standards did not have any significant impact on the financial position or performance of the Group, or 
result in changes in accounting policy or additional disclosure.

The following new and revised Standards and Interpretations have been adopted in the current year. Although their adoption 
has not had any significant impact on the amounts reported in these financial statements it may impact the accounting for 
future transactions and arrangements.

IFRIC 17 Distributions of	 The Interpretation provides guidance on when an entity should recognise a non-		
Non-cash Assets to Owners	 cash dividend payable, how to measure the dividend payable and how to account 		
	 for any difference between the carrying amount of the assets distributed and the 		
	 carrying amount of the dividend payable when the payable is settled. 

IFRS 2 (amended) Group Cash-settled	 The amendment clarifies the accounting for share-based payment transactions 		
Share-based Payment Transactions	 between group entities.

IFRS 3(2008) Business Combinations	 IFRS 3(2008) has introduced a number of changes in the accounting for  
	 business combinations including certain additional disclosure requirements.

At the date of authorisation of these financial statements, the following Standards and Interpretations which have not been 
applied in these financial statements were in issue but not yet effective (and in some cases had not yet been adopted by the EU):

IFRS 9 Financial Instruments
IAS 24 (amended)	 Related Party Disclosures
IAS 32 (amended)	 Classification of Rights Issues
IFRIC 19	 Extinguishing Financial Liabilities with Equity Instruments
IFRIC 14 (amended)	 Prepayments of a Minimum Funding Requirement
Amendments to IAS 12	 Deferred Tax: Recovery of Underlying Assets
Amendments to IFRS 7	 Disclosures – Transfers of Financial Assets

Improvements to IFRSs (May 2010) 
The adoption of IFRS 9 which the Group plans to adopt for the year beginning on 1 January 2013 will impact both the 
measurement and disclosures of Financial Instruments. The directors do not expect that the adoption of the other standards 
listed above will have a material impact on the financial statements of the Group in future periods.

Notes to the Group financial statements
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2 Summary of significant accounting policies

The financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS) as 
adopted by the European Union and therefore the Group financial statements comply with Article 4 of the EU IAS Regulation.

The Group has taken the exemption available under section 408 of the Companies Act 2006 from presenting an income 
statement for the Company, Ark Therapeutics Group plc. The consolidated financial statements comprise the accounts of 
Ark Therapeutics Group plc, Ark Therapeutics Limited, Ark Therapeutics Oy, Lymphatix Oy and Patient Plus Limited up to  
31 December 2010.

The financial statements have been prepared on the historical cost basis. The principal accounting policies adopted are set 
out below.
	
Basis of consolidation
The Group financial statements include the financial statements of the Company and all the subsidiaries during the periods 
reported for the periods during which they were members of the Group.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated income statement from 
the effective date of acquisition or up to the effective date of disposal, as appropriate.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring the accounting policies used 
into line with those used by the Group.

All intra-Group transactions, balances, income and expenses are eliminated on consolidation.

Revenue recognition
Revenue is measured at the fair value of the consideration received or receivable and represents amounts receivable for 
goods and services provided in the normal course of business, net of discounts, VAT and other sales related taxes.

Sales of goods are recognised when goods are delivered and title has passed.

Where the outcome of a manufacturing contract can be reliably measured, revenue is recognised on a percentage 
completion basis capped at the amount recoverable. Where the outcome cannot be reliably measured, revenue is recognised 
to the extent of costs incurred. Expected losses are recognised immediately.

Non-refundable licence fees are recognised over the term of the licence, except where the earnings process is considered to 
be complete, in which case the revenue is recognised in full at that time.

Interest income is accrued on a time basis, by reference to the principal outstanding and at the effective interest rate 
applicable, which is the rate that exactly discounts estimated future cash receipts through the expected life of the financial 
asset’s net carrying amount.

Business combinations
The acquisition of subsidiaries is accounted for using the purchase method. The cost of the acquisition is measured at the 
aggregate of the fair values, at the date of exchange, of assets given, liabilities incurred and equity instruments issued by 
the Group in exchange for control of the acquiree. Prior to IFRS3(2008) revised the Group included any costs directly 
attributable to the business combination within the cost of the acquisition. Following the implementation of IFRS3(2008) 
revised the Group will recognise all acquisition - related costs in the profit or loss as incurred.

Goodwill arising on acquisition is recognised as an asset and initially measured at cost, being the excess of the cost of the 
acquisition over the net fair value of the identifiable assets and liabilities of the subsidiary at the date of the acquisition.

Non-current assets held for sale
Non-current assets (and disposal groups) classified as held for sale are measured at the lower of carrying amount and fair 
value less costs to sell.

Non-current assets and disposal groups are classified as held for sale if their carrying amount will be recovered through a sale 
transaction rather than through continuing use. This condition is regarded as met only when the sale is highly probable and the 
assets (or disposal group) is available for immediate sale in its present condition. Management must be committed to the sale 
which should be expected to qualify for recognition as a completed sale within one year from the date of classification.

When the Group is committed to a sale plan involving loss of control of a subsidiary, all of the assets and liabilities of that 
subsidiary are classified as held for sale when the criteria described above are met, regardless of whether the Group will 
retain a non-controlling interest in its former subsidiary after the sale.
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Intangible fixed assets 
Goodwill
Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s share of the identifiable net 
assets (including intangible assets) of the acquired subsidiary at the acquisition date. Goodwill recognised under UK GAAP 
prior to the date of transition to IFRSs is stated at net book value at this date subject to any impairment indicated. Goodwill 
recognised subsequent to 1 January 2004 is carried at cost less accumulated impairment losses. Gains and losses on 
disposal of a subsidiary include the carrying amount of goodwill relating to the entity. Goodwill is not amortised but is 
reviewed for impairment annually as described below. Impairment losses on goodwill are not reversed. 	

Acquired licences
Acquired licences are recognised at their cost at the acquisition date and are amortised over their useful economic life. 

Internally-generated intangible assets - research and development expenditure
Expenditure on research activities is recognised as an expense in the period in which it is incurred.

An internally-generated intangible asset arising from the Group’s development activities is recognised only if all of the 
following conditions are met:

	 an asset is created that can be separately identified;
	 it is probable that the asset created will generate future economic benefits; and
	 the development cost of the asset can be measured reliably.

 
Internally-generated intangible assets are amortised on a straight-line basis over their useful lives. Where no internally-
generated intangible assets can be recognised, development expenditure is recognised as an expense in the period in  
which it is incurred.

Computer software
The Group writes off software costs as incurred, except for purchases from third parties in respect of major systems.  
In such cases these are capitalised and written off over a period of three years from the date of purchase.

Impairment of assets
Goodwill arising on acquisition is allocated to cash-generating units expected to benefit from the business combination. The 
recoverable amount of the cash-generating unit to which goodwill has been allocated is tested for impairment annually or more 
frequently if events or changes in circumstance indicate that it might be impaired. If the recoverable amount of the cash 
generating unit is less than the carrying value, an impairment loss is allocated, first to reduce the carrying amount of goodwill 
and then to the other assets on a systematic basis. An impairment loss recognised on goodwill is not subsequently reversed.

The carrying values of property, plant and equipment, and intangibles with finite lives are reviewed for impairment when 
events or changes in circumstance indicate the carrying value may be impaired. If any such indication exists, the 
recoverable amount of the asset is estimated in order to determine the extent of impairment loss. Where it is not possible to 
estimate the recoverable amount of an individual asset, the Group estimates the recoverable amount of the cash-generating 
unit to which it belongs.

Any impairment loss is recognised immediately in profit or loss.

Property, plant and equipment
Property, plant and equipment is stated at cost net of depreciation and provision for impairment. Depreciation is provided 
on all property, plant and equipment at rates calculated to write off the cost, less estimated residual value, as reviewed at 
each balance sheet date, of each asset on a straight-line basis over its expected useful life as follows:

Leasehold improvements 	 lower of 5 years or the useful economic life of the lease
Laboratory equipment and plant and machinery	 20% per annum
Office equipment	 33.33% per annum

Assets in the course of construction are accounted for at cost less any recognised impairment loss. Depreciation of these 
assets, on the same basis as other property assets, commences when the assets are available for their intended use.
Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned assets or, 
where shorter, over the term of the relevant lease.

Foreign currencies
Transactions of Group companies denominated in foreign currencies are translated into sterling at the rates ruling at the 
dates of the transaction. Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are 
translated at the rates ruling at that date. Foreign exchange differences thereon are recognised in profit or loss in the period 
in which they arise.

Notes to the Group financial statements continued
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The results of overseas operations are translated at the average rates of exchange during the period and their balance 
sheets at the rates ruling at the balance sheet date. Exchange differences arising on translation of the opening net assets 
and results of operations and on foreign currency borrowings are reported in the foreign currency translation reserve.

The Group has elected to treat goodwill and fair value adjustments arising on acquisitions before the date of transition to 
IFRSs as sterling denominated assets and liabilities. All other exchange differences are included in the income statement.

Leasing
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of 
ownership to the lessee. All other leases are classified as operating leases.

Assets held under finance leases are recognised as assets of the Group at their fair value or, if lower, at the present value of 
the minimum lease payments, each determined at the inception of the lease. The corresponding liability to the lessor is 
included in the balance sheet as a finance lease obligation. Lease payments are apportioned between finance charges and 
reduction of the lease obligation so as to achieve a constant rate of interest on the remaining balance of the liability. Finance 
charges are charged directly against income, unless they are directly attributable to qualifying assets, in which case they are 
capitalised in accordance with the Group’s general policy on borrowing costs (see below).

Rentals payable under operating leases are charged to income on a straight-line basis over the term of the relevant lease.

Taxation
Current tax, including UK corporation tax and foreign tax, is provided at amounts expected to be paid (or recovered) using 
the tax rates and laws that have been enacted by the balance sheet date.

Deferred tax is accounted for using the balance sheet liability method in respect of temporary timing differences arising 
from differences between the carrying amount of assets and liabilities in the financial statements and the corresponding tax 
bases used in the computation of taxable profit.

Deferred tax assets are recognised to the extent that it is probable that future taxable profit will be available against which 
the temporary difference can be utilised. Their carrying amount is reviewed at each balance sheet date on the same basis.

Deferred tax is measured on an undiscounted basis, and at the tax rates that are expected to apply in the period in which 
the asset or liability is settled. It is recognised in the income statement except when it relates to items credited or charged 
directly to equity, in which case the deferred tax is also dealt with in equity.

Borrowing costs
Borrowing costs directly attributed to the acquisition, construction or production of qualifying assets, which are assets that 
necessarily take a substantial period of time to get ready for their intended use or sale, are added to the cost of those 
assets, until such time as the assets are substantially ready for their intended use or sale. Investment income earned on the 
temporary investment of specific borrowings pending their expenditure on qualifying assets is deducted from the borrowing 
costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.

Inventories
Inventories are stated at the lower of cost and net realisable value. Cost includes all direct expenditure and production 
overheads based on the normal level of activity. Net realisable value is based on estimated selling price less costs of 
disposal. Provision is made for obsolete, slow-moving or defective items where appropriate.

Post-retirement benefits
The Group makes contributions to employees’ personal pension plans which are defined contribution schemes. The 
amount charged to the income statement in respect of pension costs is the contribution payable in the year. Differences 
between contributions payable in the year and contributions actually paid are shown either as accruals or prepayments in 
the balance sheet.

Employee Benefit Trust
The Group operates an employee benefit trust (the Ark Therapeutics Family Benefit Trust (“FBT”)) as part of its incentive 
plans for employees. All assets and liabilities within the Trust are recorded in the balance sheet as assets and liabilities of 
Ark Therapeutics Group plc until such time as the assets are awarded to the beneficiaries. All income and expenditure of the 
Trust is similarly brought into the results of the Group.

Government grants
Government grants relating to property, plant and equipment are treated as deferred income and released to the income 
statement over the expected useful lives of the assets concerned. Other grants are credited to the income statement as the 
related expenditure is incurred.	
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Financial instruments
Financial assets and financial liabilities are recognised in the Group‘s balance sheet when the Group becomes a party to the 
contractual provisions of the instrument. The Group derecognises a financial asset only when the contractual rights to the 
cash flows from the asset expire, or when it transfers the financial asset and substantially all the risks and rewards of 
ownership of the asset to another entity, The Group derecognises financial liabilities when the Group’s obligations are 
discharged, cancelled or they expire. 

Financial assets
Trade receivables and other receivables that have fixed or determinable payments that are not quoted in an active market 
are classified as receivables. 

Trade receivables do not carry any interest and are stated at their normal value as reduced by appropriate allowances for 
estimated irrecoverable amounts. Allowances are recognised in the income statement when there is objective evidence that 
the asset is impaired.

Money market investments comprise short-term bank deposits with an original maturity of between 3 and 12 months and 
are valued at amortised cost.

Cash and cash equivalents comprise current accounts held by the Group with immediate access and short-term bank 
deposits with a maturity period of three months or less.

Financial liabilities
Financial liabilities, including borrowings, are initially measured at fair value, net of transaction costs. They are subsequently 
measured at amortised cost using the effective interest method, with interest expense recognised on an effective yield basis. 
The effective interest method is a method of calculating the amortised cost of a financial liability and of allocating interest 
expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash 
payments throughout the expected life of the financial liability or where appropriate, a shorter period. Trade payables are 
not interest bearing and are stated at their nominal value. Loans are measured at amortised cost.

Restructurings
A restructuring provision is recognised when the Group has developed a detailed formal plan for the restructuring and has 
raised a valid expectation in those affected that it will carry out the restructuring by starting to implement the plan or 
announcing its main features to those affected by it. The measurement of a restructuring provision includes only the direct 
expenditures arising from the restructuring, which are those amounts that are both necessarily entailed by the restructuring 
and not associated with the ongoing activities of the entity.

Share-based payments
The Group operates a number of executive and employee share schemes. For all grants of share options, LTIPs and 
shares allocated to the FBT, the fair value as at the date of grant is calculated using an option pricing model and the 
resulting cost is recognised over the respective vesting period, being the period in which the services are received. The 
cost is adjusted to reflect expected and actual levels of awards vesting, except where the failure to vest is as a result of 
not meeting a market condition.

The Group has applied the requirements of the transitional provisions of IFRS 2 in respect of equity-settled awards and has 
applied IFRS 2 only to equity-settled awards granted after 7 November 2002.

Critical accounting judgments and key sources of estimation uncertainty
In the preparation of the financial statements, management is required to make estimates and assumptions, in accordance 
with IFRS, that affect the amounts reported as assets and liabilities, disclosure of contingent assets and liabilities as at the 
balance sheet date and the reported amounts of revenues and expenditure during the year. In the preparation of the 
consolidated financial statements, estimates and assumptions have been made by management concerning the fair value of 
share options, the estimated useful lives of fixed assets, accruals and provisions required, measurement and impairment of 
tangible and intangible assets (including goodwill), the recoverability of inter-company balances and deferred tax assets and 
other similar evaluations. Actual amounts that result could differ from those estimates.

Management determines whether goodwill is impaired on an annual basis and this requires the estimation of the value in 
use of the cash-generating units to which goodwill is allocated. The measurement of intercompany balances, investments, 
tangible fixed assets and intangible assets other than goodwill on a business combination involves estimation of future cash 
flows and the selection of a suitable discount rate.

The judgment on the Group’s ability to continue as a going concern is included on page 18 within the Corporate 
governance report.

Notes to the Group financial statements continued
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3 Revenue

An analysis of the Group’s revenue is as follows:
	
				    Year Ended	 Year Ended
				    31 December	 31 December
				    2010	 2009
				    £’000	 £’000
Continuing operations		
Sales of goods and services		  757	 221
Revenue from out-licensing deals		  –	 1,167

		  757	 1,388

Other operating income		
Investment income 		  103	 641

		  860	 2,029

Discontinued operations		
Revenue (see note 9)		  2,313	 1,576

Total revenue		  3,173	 3,605

Investment income consists of interest on money market investments and cash and cash equivalents. Investment income is 
earned on financial assets categorised under IFRS7 as loans and receivables (including cash and cash equivalents).

4 Business and geographical segments

In accordance with IFRS 8, the Group is required to define its operating segments based on, inter alia, the internal reports 
presented to its chief operating decision maker in order to allocate resources and assess performance. These reports focus on 
the Group’s only business activity, being the discovery, development and commercialisation of products in areas of specialist 
medicine, with particular focus on vascular disease and cancer, and therefore no segmental information has been shown.

				    Year Ended	 Year Ended
				    31 December	 31 December
				    2010	 2009
				    £’000	 £’000
	
Discontinued operations	 		
UK		
Sales of woundcare products		  2,313	 1,576

Continuing operations	 		
Rest of Europe		
Revenue from out-licensing deals (Boehringer Ingelheim)		  –	 1,167
Other		  757	 221

		  757	 1,388

Total Revenues		  3,070	 2,964

An analysis of the Group’s geographical non-current assets is shown below:

UK		  7,603	 11,890
Finland		  10,842	 13,971
Inter-segment eliminations (being inter-company loans)		  (7,395)	 (10,232)

		  11,050	 15,629

Information about major customers 
Included in revenue arising from manufacturing collaborations are revenues of approximately £636,000 (2009: £185,000) 
which arose from sales to the Group’s largest customer.
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5 Finance costs

Finance costs of £22,000 consist of interest payable on finance leases and the Finnish government loans as detailed in note 16 
and note 17 respectively (2009: £31,000).

6 Loss on ordinary activities before taxation

Loss on ordinary activities before taxation is after charging/(crediting):

				    Year Ended	 Year Ended
				    31 December	 31 December
				    2010	 2009
				    £’000	 £’000

Staff costs (note 7)		  6,993	 7,567
Depreciation 		  2,485	 2,070
Amortisation		  321	 923
Impairment of goodwill (note 11)		  1,306	 –
Cost of inventories recognised as an expense**		  1,017	 834
Write down of inventories		  30	 75
Operating lease rentals		
   Plant and machinery		  61	 67
   Property		  890	 1,045
   Motor vehicles		  104	 85
Net foreign exchange losses		  700*	 1,023*
Fair value loss on cashflow hedge		  –	 233*
EU and Government grants (being other income)		  (404)*	 (550)*
Restructuring costs		  447	 –

The analysis of Auditors’ remuneration is as follows:				  

Fees payable to the Company’s Auditors for the audit of the Company’s annual accounts		  17	 15

Fees payable to the Company’s Auditors and their associates	 for other services to the Group
  The audit of the Company’s subsidiaries pursuant to legislation		  33	 30

Total audit fees		  50	 45

Other services pursuant to legislation		  30	 20
Tax services		  34	 44

Total non-audit fees		  64	 64

	* Included within other income and other expenses on the face of the consolidated income statement
** Arising on discontinued operations		

Exceptional items
Exceptional items comprise impairment of goodwill and restructuring costs. During the year ended 31 December 2010 the 
Group engaged in a significant internal restructuring resulting in reductions in headcount. The restructuring costs incurred of 
£447,000 relate to redundancy and associated termination payments. Details of the £1,306,000 impairment of goodwill are 
shown in note 11.
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7 Directors and employees

Directors’ remuneration	
The remuneration of the Executive Directors is decided by the Remuneration Committee. Full details of the Directors’ 
remuneration and details of Directors’ options are contained in the Directors’ remuneration report on pages 19 to 25.

Employees
	Average monthly number of people (including Executive Directors) employed:

				    2010	 2009
				    Number	 Number

Finance and administration		  20	 25
Development		  6	 10
Manufacturing		  45	 67
Research 		  20	 30
Sales and marketing		  16	 15

		  107	 147

The aggregate remuneration comprised:

				    Year Ended	 Year Ended
				    31 December	 31 December
				    2010	 2009
				    £’000	 £’000 

Wages and salaries				    5,420	 6,243
Social security costs				    506	 537
Pension contributions (note 24)				    620	 769
Termination payments				    447	 18

				    6,993	 7,567

Termination payments in both years relate to redundancies that occurred as a result of restructuring in those years.

In addition to the wages and salaries analysis above are the effects of the share-based compensation charge resulting in a credit 
during the year of £590,000 (2009: charge of £437,000).

8 Taxation

				    Year Ended	 Year Ended
				    31 December	 31 December
				    2010	 2009
				    £’000	 £’000 
Current taxation:		
Domestic				    (1,027)	 (1,314)
Finnish subsidiary				    (6)	 27

				    (1,033)	 (1,287)

Taxation relates to continuing operations only.

The domestic taxation relates to the research and development tax relief calculated at 16% of qualifying expenditure.

Taxation for the Finnish subsidiary is calculated at the prevailing rate of 26% (2009: 26%).
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8 Taxation (continued)

The credit for the year can be reconciled to the loss per the income statement as follows:

				    Year Ended	 Year Ended
				    31 December	 31 December
				    2010	 2009
				    £’000	 £’000 

Loss on ordinary activities before tax 
 on continuing operations				    (16,936)	 (20,210)

Tax on Group loss on ordinary activities at 
 UK corporate rate (2010: 28%; 2009: 28%)				    (4,742)	 (5,659)
Other permanent differences: 
Expenses not deductible for tax purposes				    240	 110
Tax effect of accumulated tax losses not recognised in deferred tax			   3,279	 3,976
Differences in rate for research and development relief				    190	 286

				    (1,033)	 (1,287)

In June 2010 the UK Government announced that it would introduce legislation that would reduce the Corporation Tax rate to 
27% with effect from 1 April 2011. This legislation was substantively enacted on 27 July 2010. The effective tax rate for the 
period to 31 December 2011 is expected to reduce accordingly.

9 Discontinued operations

On 9 September 2010, the Group announced a strategic restructuring of its business which included its intentions to sell the 
Company’s Woundcare subsidiary, Patient Plus Limited. The decision was taken in order to generate cash flow for the ongoing 
business of the Group.

The results of the discontinued operations, which have been included in the consolidated income statement, were as follows:

				    Year Ended	 Year Ended
				    31 December	 31 December
				    2010	 2009
				    £’000	 £’000 

Revenue				    2,313	 1,576
Expenses				    (2,582)	 (2,519)

Loss before tax				    (269)	 (943)
		
Taxation				    –	 –

Loss on ordinary activities after taxation, being retained loss for the year			   (269)	 (943)

During the year, Patient Plus Limited paid £484,000 (2009: £1,349,000) in respect of the group’s net operating cash flows, paid 
£nil (2009: £8,000) in respect of investing activities and received £484,000 (2009: £1,358,000) in respect of financing activities.

The major classes of assets and liabilities comprising the operations classified as held for sale are as follows:

					     31 December
					     2010
					     £’000 

Intangible assets					     7
Property, plant and equipment					     5
Inventories					     338
Trade and other receivables					     647

Total assets classified as held for sale					     997

Trade and other payables					     228

	Total liabilities associated with assets classified as held for sale				    228

Net assets of disposal group					     769
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Events after balance sheet date
On 8 February 2011, the group entered into a formal sale agreement for the sale of certain assets which comprise the majority 
of its woundcare business. The disposal was completed on 1 March 2011.

10 Loss per share

International Accounting Standards require presentation of diluted earnings per share when a company could be called upon to 
issue shares that would decrease net profit per share or increase net loss per share. Since the Group is loss making, there is no 
such dilutive impact.

The calculation of basic and diluted loss per ordinary share is based on the loss of £16,172,000 and the loss from continuing 
operations of £15,903,000 (2009: £19,866,000 and the loss from continuing operations of £18,923,000) and on 209,017,211 
ordinary shares (2009: 207,081,720) being the weighted average number of ordinary shares in issue.

11 Goodwill

			  Ark Therapeutics	 Lymphatix	
			   Oy	 Oy	 Total
			   £’000	 £’000	 £’000 

Cost and Carrying amount			 
			    
At 1 January 2009			   1,306	 1,316	 2,622
Exchange differences			   –	 (100)	 (100)

At 31 December 2009			   1,306	 1,216	 2,522
Exchange differences			   –	 (59)	 (59)
Impairment loss for the year			   (1,306)	 –	 (1,306)

At 31 December 2010			   –	 1,157	 1,157

The goodwill arose on the acquisition of Ark Therapeutics Oy and Lymphatix Oy. The Group tests goodwill annually for 
impairment, or more frequently if there are indications that goodwill might be impaired. Following the withdrawal of the 
Cerepro® MAA in March 2010 the goodwill held in Ark Therapeutics Oy, wholly related to Cerepro®, was deemed to be impaired 
and hence the carrying value was reduced to £nil. This impairment charge is disclosed under Exceptional Items on the face of 
the Consolidated Income Statement. 

Goodwill is allocated, at acquisition, to the cash-generating units (“CGUs”) that are expected to benefit from that business 
combination. The carrying amount of goodwill as shown above has been allocated to two CGUs - Lymphatix Oy and Ark 
Therapeutics Oy. These CGUs are part of the Group’s only operating segment.
 
The recoverable amount of both of the CGUs is based on value in use using the discounted risk-adjusted projections of the 
Group’s pre-tax cash flows over a period of 10 years in the case of Ark Therapeutics Oy, and 13 years in the case of Lymphatix 
Oy. The budgetary period is greater than 5 years, due to it being the expected regulatory-protected lives of the products in 
development. The key assumptions for the calculations include the launch date of products, expected selling prices, costs of 
manufacture and selling and marketing costs during the period. In setting these assumptions we consider external sources of 
information (including that on target patient population) our knowledge of competitors and our assessment of future changes 
in the industry. A discount rate of 12.5% in the case of Ark Therapeutics Oy and 14.5% in the case of Lymphatix Oy has been 
used, being dependent on the stage of the products in the development lifecycle. The calculation has been based on the most 
recent internal cash flow forecasts, which have been approved by management. The cash flow forecasts depend on specific 
projections for sales volumes and therefore no general growth rates are assumed.
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12 Other intangible assets

		  Acquired	 Product	 Computer	
		  Licences	 Development	 Software	 Total
		  £’000	 £’000	 £’000	 £’000
Cost				  
At 1 January 2009		   2,964 	  202 	  274 	 3,440 
Exchange differences		   (73)	   – 	  (6)	 (79)
Additions		   172 	  – 	  41 	 213 

At 31 December 2009		   3,063 	  202 	  309 	  3,574 

Accumulated amortisation	  	  	  	  
At 1 January 2009	   	  1,350 	    99 	    179 	   1,628 
Exchange difference	  	   (6)	     – 	    (5)	 (11)
Charge for the year	  	   851 	    43 	    71 	    965 

At 31 December 2009	  	  2,195 	    142 	    245 	   2,582 

Carrying amount	  	  	  	  
At 31 December 2009	  	   868 	    60 	    64 	   992 

Cost	  	  	  	  
At 1 January 2010	   	  3,063 	     202 	    309 	   3,574 
Exchange differences	   	   (44)	     – 	    (4)	  (48)
Reclassified as held for sale		  –	 –	 (61)	 (61)
Additions	   	  194 	     – 	     – 	    194 

At 31 December 2010	  	  3,213 	    202 	    244 	   3,659 

Accumulated amortisation	  	  	  	  
At 1 January 2010	  	   2,195 	     142 	    245 	   2,582 
Exchange differences	   	  (9)	     – 	     (3)	 (12)
Reclassified as held for sale		  –	 –	 (54)	 (54)
Charge for the year	   	  266 	 42 	     55 	    363 

At 31 December 2010	  	  2,452 	    184 	    243	 2,879

Carrying amount	  	  	  	  
At 31 December 2010	   	  761 	    18 	     1 	   780 

The amortisation period for product development costs is five years. Licences are amortised over their estimated useful 
lives, which are on average one year. Acquired licences predominantly relate to proprietary know-how pertaining to certain 
manufacturing processes, and to intellectual property associated with VEGF.
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13 Property, plant and equipment

			   Machines and		
	 Leasehold	 Assets under	 laboratory	 Office	
	 improvements	 construction	 equipment	 equipment	 Total
	 £’000	 £’000	 £’000	 £’000	 £’000

Cost					   
At 1 January 2009	   1,774 	   12,433 	   3,600 	  978 	  18,785 
Exchange difference	   (120)	   (940)	   (252)	  (41)	 (1,353)
Additions	   – 	  – 	   232 	   41 	  273 
Transfers	   5,616 	   (11,493)	   5,877 	  – 	   – 
Disposals	   – 	  – 	   – 	  (16)	 (16)

At 31 December 2009	  7,270 	  – 	  9,457 	  962 	  17,689 

Accumulated depreciation	  	  	  	  	  
At 1 January 2009	   905 	  – 	   2,002 	  758 	  3,665 
Exchange difference	   (44)	   – 	   (103)	  (29)	 (176)
Charge for the year	   653 	  – 	   1,340 	  102 	  2,095 
Disposals	   – 	   – 	  – 	  (10)	 (10)

At 31 December 2009	  1,514 	  – 	  3,239 	  821 	  5,574 

Carrying amount	  	  	  	  	  
At 31 December 2009	  5,756 	  – 	  6,218 	  141 	  12,115 

Cost	  	  	  	  	  
At 1 January 2010	   7,270 	  – 	   9,457 	  962 	  17,689 
Exchange difference	   (345)	  – 	   (449)	  (26)	 (820)
Reclassified as held for sale	 –	 –	 (131)	 (30)	 (161)
Additions	   – 	  – 	   102 	   2 	   104 
Rebate on prior period additions	     (10)	   – 	     – 	    – 	 (10)

At 31 December 2010	   6,915 	   – 	 8,979 	 908	 16,802

Accumulated depreciation	  	  	  	  	  
At 1 January 2010	    1,514 	   – 	    3,239 	   821 	   5,574 
Exchange difference	     (65)	   – 	    (147)	   (21)	 (233)
Reclassified as held for sale	 –	 –	 (126)	 (30)	 (156)
Charge for the year	    848 	  – 	    1,588 	    68 	   2,504 
Disposals	    – 	   – 	    – 	    – 	     – 

At 31 December 2010	   2,297 	   – 	   4,554 	 838	 7,689

Carrying amount	  	  	  	  	  
At 31 December 2010	   4,618 	  – 	   4,425 	   70 	   9,113

The net book value of plant and machinery includes an amount of £37,000 (2009: £38,000) held under finance leases.
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14 Inventories

				    2010	 2009
				    £’000	 £’000

Raw materials				    2	 14
Finished goods				    336	 415

				    338	 429
Less: inventories classified as part of a disposal group held				  
 for sale (see note 9)				    (338)	 –

				    –	 429

There is no material difference between the balance sheet value of inventories and their replacement cost. Inventories with a 
value of £5,000 (2009:£11,000) are carried at their net realisable value.

15 Other assets

Trade and other receivables
The average credit period taken on sales of goods and services is 30 days (2009: 32 days). 

				    2010	 2009
				    £’000	 £’000

Amounts receivable from customers				    647	 1,602
Other debtors				    44	 337
Prepayments 				    461	 669
Accrued income				    168	 70

				    1,320	 2,678
		
Less: trade and other receivables classified as part of a			 
  disposal group held for sale (see note 9)				    (647)	 –

				    673	 2,678

Research and development tax credit receivable				    1,034	 1,302

Current tax receivable				    –	 17

Money market investments comprise short-term bank deposits with an original maturity of between 3 and 12 months.

Cash and cash equivalents comprise current accounts held by the Group with immediate access and short-term bank deposits 
with a maturity value of three months or less.

There are no past due or impaired receivables. The Directors consider that the carrying amount of the above balances 
approximates their fair value.

16 Obligations under finance leases

	 Minimum lease
	 payments
				    2010	 2009
				    £’000	 £’000

Amounts payable under finance leases:		
Within one year				    30	 36
In the second to fifth years inclusive				    17	 48

				    47	 84
Less: Amount due for settlement within 12 months (shown under current liabilities)		  (30)	 (36)

Amount due for settlement after 12 months				    17	 48
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16 Obligations under finance leases (continued)

It is the Group’s policy to lease certain of its office equipment under finance lease. The average lease term is 5 years. For the 
year ended 31 December 2010, the average effective borrowing rate was 2%.

Interest rates are fixed at the contract date. All leases are on a fixed repayment basis and no arrangement has been entered 
into for any contingent rental payments.
 
Lease obligations are denominated in Sterling and Euros.
 
There is no material difference between the minimum lease payments and their present value.

The fair value of the Group’s lease obligations approximates their carrying amount.
 
The Group’s obligations under finance leases are secured by the lessors’ rights over the leased assets.

17 Loans

				    2010	 2009
				    £’000	 £’000

Unsecured borrowings at amortised cost				    599	 684

Loans are repayable as follows:				  
Within one year				    51	 54
In the second year				    –	 54
In the third to fifth years inclusive				    135	 142
After five years				    413	 434

				    599	 684
Amount due for settlement within 12 months (shown under current liabilities)		  (51)	 (54)

Amount due for settlement after 12 months				    548	 630

	
All loans are denominated in Euros and measured at amortised cost.
 
The weighted average interest rate paid on borrowings was 2% (2009: 2%). The Directors consider the carrying amount of 
borrowings to approximate their fair value.
 
The other principal features of the Group’s loans are as follows:
 
In January 1998, the Company’s wholly owned subsidiary, Ark Therapeutics Oy (“ATO”), entered into an eight year term loan 
with the Finnish Government agency TEKES. The loan is repayable in instalments due from January 2002 (or later if such 
payments would leave ATO with insufficient distributable funds) and has an interest rate of 1% below Bank of Finland base rate, 
with a minimum rate of 3%. In total, €74,447 was borrowed (out of an available facility of €134,550) and no repayments have 
been made.
 
In February 2000, ATO entered into a second eight year term loan with TEKES. The loan is repayable in instalments due from 
February 2004 (or later if such payments would leave ATO with insufficient distributable funds) and has an interest rate of 1% 
below Bank of Finland base rate, with a minimum of 3%. In total, €181,643 has been borrowed, being the total available facility 
and no repayments have been made.
 
In December 2002, ATO entered into an eight year term loan with TEKES. The loan is repayable in instalments due from 2008 
and has an interest rate of 3% below Bank of Finland base rate, with a minimum rate of 1%. In total, €238,780 was borrowed, 
being the total available facility and €179,085 has been repaid.
 
In January 2008, the Group became party to a loan with TEKES through the acquisition of Lymphatix Oy. The loan was taken 
out for a 10 year period and is repayable in instalments beginning in August 2012. The applicable interest rate is 3% below the 
Bank of Finland base rate, with a minimum of 1%. In total, €204,482 was borrowed) out of an available facility of €378,500 and 
no repayments have been made.
 
In February 2008, ATO entered into a seven year term loan with TEKES. The loan is repayable in instalments due from 
February 2012 (or later if such payments would leave ATO with insufficient distributable funds) and has an interest rate of 3% 
below Bank of Finland base rate, with a minimum of 1%. In total, €180,000 has been borrowed (out of an available facility of 
€237,000) and no repayments have been made.
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18 Financial instruments

Financial risk management objectives
The Group’s management of financial and market risk is disclosed in page 26 of the Directors’ Report. 

Market risk
Foreign currency risk management	
The Group undertakes certain transactions denominated in foreign currencies. Hence, exposures to exchange rate 
fluctuations arise. Exchange rate exposures are managed within approved policy parameters, and may utilise spot purchases 
of foreign currencies, options or forward contracts. The planning horizon for determining foreign currency exposures is  
12 months.

The carrying amount of the Group’s foreign currency denominated monetary assets and monetary liabilities as at  
31 December 2010 are as follows:

	 Foreign currency monetary assets	 Foreign currency monetary liabilities
	 US			  Total		  Sterling	 US		
	 Dollar	 Euro		 reserve			   Dollar	 Euro	 Total
	 £’000	 £’000		 £’000		  £’000	 £’000	 £’000	 £’000

UK	 1,026	 8,208		 9,234		  –	 (619)	 (439)	 (1,058)
Finland	 –	 –		 –		  –	 (6)	 –	 (6)

	 1,026	 8,208		 9,234		  –	 (625)	 (439)	 (1,064)

The exposures as at 31 December 2009 for comparison purposes were as follows:

	 Foreign currency monetary assets	 Foreign currency monetary liabilities
	 US			  Total		  Sterling	 US		
	 Dollar	 Euro		 reserve			   Dollar	 Euro	 Total
	 £’000	 £’000		 £’000		  £’000	 £’000	 £’000	 £’000

UK	 1,572	 10,232		 11,804		  –	 (80)	 (221)	 (301)
Finland	 –	 –		 –		  (20)	 (8)	 –	 (28)

	 1,572	 10,232		 11,804		  (20)	 (88)	 (221)	 (329)

Foreign currency sensitivity analysis
The following table details the group’s sensitivity to a 10% increase and decrease in Sterling against the Euro and US Dollar. 
10% represents management’s assessment of a reasonably possible change in foreign exchange rates. The sensitivity 
analysis includes only outstanding foreign currency denominated items and adjusts their translation at the period end for a 
10% change in foreign currency rates. The sensitivity analysis includes external loans as well as loans to foreign operations 
within the Group where the denomination of the loan is in a currency other than the currency of the lender or the borrower. 
A positive number below indicates an increase in profit and other equity where sterling strengthens 10% against the relevant 
currency. For a 10% weakening of Sterling against the relevant currency, there would be an equal and opposite impact on the 
profit and other equity, and the balances below would be positive.

				    2010	 2009
				    £’000	 £’000
					   
Euro currency impact – loss				    (706)	 (980) 
US Dollar current impact – loss				    (36)	 (135)

Notes to the Group financial statements continued



ARK THERAPEUTICS GROUP PLC
Annual Report and Accounts 2010 53
Accounts

18 Financial instruments (continued)

Spot purchases of foreign exchange 
During October 2010 the Group purchased an additional €1.2m at an average rate of €1.14 to £1.00, in order to hedge the 
operating and capital expenditure requirements of the Finnish Subsidiary, ATO. At 31 December 2010 the total of that cash 
remained. The actual rate for 2010 was €1.17 to £1.00.

During April and May 2009 the Group purchased €9.4m at an average rate of €1.13 to £1.00, in order to hedge the operating 
and capital expenditure requirements of the Finnish Subsidiary, ATO. At 31 December 2010 €0.4m of that cash remained. 
The actual rate for 2010 was €1.17 to £1.00.

Forward foreign exchange contracts
There were no forward foreign exchange contracts outstanding as at 31 December 2010 and 31 December 2009.

Interest rate risk management
The Group has floating rate external borrowings amounting to £0.6m taken out by the Finnish subsidiaries, ATO and 
Lymphatix Oy. As these borrowings are not a significant source of funding for the Group, the interest rate risk is considered 
low but is subject to regular review. Loans and receivables (including cash and cash equivalents) earned £0.1m of investment 
income during 2010 (2009: £0.6m). If interest rates had been 0.5% higher/lower and all other variables were held constant, 
the Group’s loss for the year ended 31 December 2010 would decrease/increase by £0.1m (2009: £0.1m).

Credit risk management
The Group’s credit risk is primarily attributed to its money market investments and cash and cash equivalents. This risk  
is limited because the counterparties are banks with high credit ratings assigned by international credit rating agencies.  
At 31 December 2010, the Group had £2.9m of money market investments. In accordance with the Group’s investment 
policy, money is only placed with institutions that hold at least “A+”, “A1” or “A+” ratings with S&P, Moody’s and Fitch. 
Further, the policy limits the maximum exposure of money market investments with any one institution to £15m.

Credit risk associated with trade receivables is minimised by performing credit evaluations on current and potential 
customers. The largest balance due from a single customer at 31 December 2010 was £0.6m from Unidrug Distribution 
Group Ltd. This was paid early in 2011.

Liquidity risk management
	Responsibility for liquidity risk management rests with the Board of Directors, which has built an appropriate liquidity risk 
management framework for the management of the Group’s short, medium and long-term funding and liquidity management 
requirements. The Group manages liquidity risk by maintaining adequate reserves and by continuously monitoring forecast 
and actual cash flows and matching the maturity profiles of financial assets and liabilities. The maturity profile of the Group’s 
liabilities is shown in notes 16, 17, 20 and 21.

Capital risk management
The Group manages its capital to ensure that entities in the Group will be able to continue as going concerns while 
maximising the return to stakeholders. The capital structure of the Group consists of cash, cash equivalents, money market 
deposits (note 15), loans (note 17) and equity attributable to equity holders of the parent (comprising issued capital (note 
22), reserves and retained earnings as detailed in the consolidated statement of changes in equity). 

The Group is not subject to externally imposed capital requirements. 
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18 Financial instruments (continued)

Categories of financial instruments
Under IFRS7, and for the purposes of risk management, the following classes of financial assets and their carrying values have 
been identified:

				    2010	 2009
				    £’000	 £’000

Accrued income				    168	 70
Amounts receivable from the sale of goods				    560	 1,602
Money market investments				    2,856	 14,590
Cash and cash equivalents				    7,720	 6,866

Loans and receivables (including cash and cash equivalents)				   11,304	 23,128

The weighted average interest rate earned on the money market investments and cash and cash equivalents during the year was 
0.83% (2009: 2.22%).

Under IFRS7, and for the purposes of risk management, the following classes of financial liabilities and their carrying value (at 
amortised cost) have been identified:

				    2010	 2009
				    £’000	 £’000

Trade creditors and accruals				    3,284	 3,301
Loans				    599	 684
Obligations under finance leases				    47	 84

Amortised cost				    3,930	 4,069

19 Deferred tax

At 31 December 2010 and 2009 the Group has no deferred tax liabilities.

The following are the deductible temporary differences for which the Group has not recognised deferred tax due to the unpredictability 
of future profit streams:					   
	
				    2010	 2009
				    £’000	 £’000

Tax depreciation				    1,317	 1,478
Tax losses				    97,916	 82,896

				    99,233	 84,374

20 Trade creditors and accruals

Trade creditors and accruals principally comprise amounts outstanding for trade purchases and ongoing costs. The average 
credit taken for trade purchases is 39 days (2009: 38 days). The Directors consider that the carrying amount of trade payables 
approximates to their fair value.

Notes to the Group financial statements continued
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21 Deferred income
				    2010	 2009
				    £’000	 £’000

At 1 January				    1,877	 2,213
Received during the year				    87	 214
Recognised as income during the year				    (509)	 (550)
Exchange differences				    (86)	 –

At 31 December				    1,369	 1,877

Deferred income due for recognition within one year				    318	 440
Deferred income due for recognition after one year				    1,051	 1,437

				    1,369	 1,877

				  
Deferred income comprises money received by way of EU and Finnish government grants.

22 Share capital

				    2010	 2009
				    £’000	 £’000

Authorised		
250,000,000 (2009: 250,000,000) ordinary shares of 1 pence each			   2,500	 2,500

Issued and fully paid		
209,276,676 (2009: 207,116,751) ordinary shares of 1 pence each			   2,093	 2,071

On 5 January 2010, the Company issued 1,640,000 new ordinary 1 pence shares to the FBT at a price of 16 pence per share.

Between 1 January 2010 and 31 December 2010, the Company issued 519,925 ordinary 1 pence shares on exercise of 
employee share options at an average exercise price of 8 pence per share.

On 5 January 2009, the Company issued 1,910,000 new ordinary 1 pence shares to the FBT at a price of 39 pence per share.
 
Between 1 January 2009 and 31 December 2009, the Company issued 32,750 ordinary 1 pence shares on exercise of  
employee share options at an average exercise price of 50 pence per share.

Share options
Details of share options in existence at 31 December 2010 are as follows:
	
			   Number	 Weighted	 Period in
				    average	 which
				    exercise price	 exercisable in
					     normal
					     circumstances

EMI Schemes			   375,042	 £0.67	 until 2014
Old Executive Plan			   7,077,123	 £0.72	 until 2014
NED Plan			   150,000	 £1.33	 until 2015
Scavidin® Stand-alone			   2,099,999	 £0.14	 until 2014
Approved Executive Plan			   799,154	 £0.81	 until 2019
Unapproved Executive Plan			   1,952,290	 £0.54	 until 2019
Consultants’ Plan			   1,436,375	 £0.59	 until 2019
LTIP			   387,688	 £0.00	 until 2019

			   14,277,671	 £0.59	

23 Non-cash transactions

On 5 January 2010 the Ark Therapeutics Group plc Family Benefit Trust (the “FBT”) subscribed for 1,640,000 ordinary shares 
in the Company at a cost of £263,000. The Company financed the share purchase by way of a contribution, totalling £132,000, 
and the remainder by way of a loan.
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24 Retirement benefits plan

The Group operates defined contribution retirement benefit plans for all qualifying employees. The total cost charged to income 
of £620,000 (2009: £769,000) represents contributions payable to these schemes by the Group. At 31 December 2010 
£39,000 (2009: £2,000) was due in respect of the current reporting period which had not been paid over to the schemes.

25 Operating lease arrangements

At 31 December 2010 the Group had outstanding commitments for future minimum lease payments under non-cancellable 
operating leases, which fall due as follows:
				    2010	 2009
				    £’000	 £’000

Within one year				    1,471	 1,048
In the second to fifth years inclusive				    124	 1,434
After five years				    16	 40

				    1,611	 2,522

Operating lease payments represent rentals payable by the Group for certain of its property and equipment. Leases on property 
are negotiated for an average period of five years during which rentals are fixed. Leases on equipment are negotiated for an 
average period of two years during which rentals are fixed.

26 Share-based payments - equity-settled share option schemes, LTIPs 

Options over ordinary shares have been granted to date under nine share option plans:	  

	 the Ark Therapeutics Limited Enterprise Management Incentive Share Option Plan (the”2001 EMI Plan”);
	 the Ark Therapeutics Group Limited 2003 Enterprise Management Incentive Share Option Plan (the “2003 EMI Plan”, 

together with the 2001 EMI Plan, the “EMI Plans”);
	 the Ark Therapeutics Limited Scavidin® Stand-alone Plan (the “Scavidin® Plan”);	  	  
	 the Ark Therapeutics Limited Share Option Plan (the “Old Executive Plan”);	  	  
	 the Ark Therapeutics Group Unapproved Share Option Plan (the “Unapproved Executive Plan”);
	 the Ark Therapeutics Group Approved Executive Plan (the “Approved Executive Plan”);
	 the Non-Executive Director Share Participation Plan (the “NED Plan”);
	 the Ark Therapeutics Group Consultancy Share Option Plan (the “Consultants Plan”);	
	 the Ark Therapeutics Group 2005 Long Term Incentive Plan (“LTIP”). 

No further grants will be made under the Old Executive Plan or the EMI Plans.
 
Grants under share options and LTIP’s are normally exercisable between three and ten years from the date of grant. 	

Options under the share option schemes are granted at the average market price for three days before the grant or on the 
closing day before the grant.						    
	
LTIPs are granted at an exercise price of £nil.	

No LTIP options were granted during 2010.

During 2010, 150,000 share scheme options were granted on 5 January 2010 and 2,000,000 were granted on 10 September 2010.	
				  
During 2009, 1,777,000 share scheme options were granted on 5 January 2009.
					   
During 2009, 117,500 LTIP options were granted on 5 January 2009.				  
		
Fair Value Calculations
	For the purposes of valuing options to arrive at the share-based compensation charge, the Black-Scholes option pricing model 
has been used, except for options granted during 2005 which used a Monte-Carlo calculation.	

Notes to the Group financial statements continued
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26 Share-based payments - equity-settled share option schemes, LTIPs (continued)

The inputs into the Black-Scholes model are as follows:	  
	 Share-option Schemes	 LTIPs
			   2010	 2009	 2009
			   £’000	 £’000	 £’000

Weighted average share price			   £0.06	 £0.39	 £0.39
Weighted average exercise price			   £0.12	 £0.39	 £0.00
Expected volatility			   66%	 60%	 60%
Expected life			   5.5	 5.5	 5.5
Expected risk free rate			   5.5%	 5.5%	 5.5%
Expected dividends/yield			   –	 –	 –

(1) 	Expected volatility was determined by calculating the historical volatility of the Company’s share price over the previous 
three years, considered alongside the volatility of similar companies. Expectation of the cancellation of options and also of 
non-satisfaction of non-TSR performance criteria have been considered in determining the fair value expenses charged to 
the income statement.

(2) 	The expected useful life used in the models is based on management’s best estimate.
 
(3) 	The risk free rate of return is the UK Gilt Rate at the date of grant, commensurate with the expected term.
 
The charge is recognised over the expected vesting period, utilising the fair value from the two methods above, and after 
adjusting for estimated cancellations of options as employees leave.

The aggregate of the estimated fair value of the share-scheme options granted during 2010 is £49,000 (2009: £380,000).  
The aggregate of the estimated fair value of the LTIP options awarded during 2010 is £nil (2009: £46,000).
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26 Share-based payments - equity-settled share option schemes, LTIPs (continued)

Options Outstanding

	 Share-option Schemes	 LTIPs
	 Number of	 Weighted	 Weighted	 Number of	 Weighted	 Weighted
	 options	 average	 average	 options	 average	 average
		  exercise	 fair value		  exercise	 fair value
		  price			   	

At 1/1/2004	 1,375,000	 £0.50	 £0.29	    – 	 £0.00	 £0.00
Options granted	 3,439,729	 £0.65	 £0.34	    – 	 £0.00	 £0.00
Options exercised	 (2,750)	 £0.50	 £0.29	    – 	 £0.00	 £0.00
Options cancelled	 (74,500)	 £0.71	 £0.43	    – 	 £0.00	 £0.00

At 31/12/2004	 4,737,479	 £0.61	 £0.32	    – 	 £0.00	 £0.00
Options granted	 2,537,000	 £0.99	 £0.48	    – 	 £0.00	 £0.00
Options exercised	 (292,931)	 £0.58	 £0.24	    – 	 £0.00	 £0.00
Options cancelled	 (277,290)	 £0.84	 £0.39	    – 	 £0.00	 £0.00

At 31/12/2005	 6,704,258	 £0.74	 £0.38	    – 	 £0.00	 £0.00
Options granted	 1,483,000	 £1.03	 £0.59	 797,000	 £0.00	 £1.07
Options exercised	 (77,400)	 £0.53	 £0.30	    – 	 £0.00	 £0.00
Options cancelled	 (328,375)	 £0.85	 £0.43	    – 	 £0.00	 £0.00

At 31/12/2006	 7,781,483	 £0.79	 £0.42	 797,000	 £0.00	 £1.07
Options granted	 1,756,500	 £0.95	 £0.55	 926,000	 £0.00	 £0.95
Options exercised	 (141,745)	 £0.49	 £0.32	    – 	 £0.00	 £0.00
Options cancelled	 (465,535)	 £0.94	 £0.51	 (82,500)	 £0.00	 £0.78

At 31/12/2007	 8,930,703	 £0.82	 £0.44	 1,640,500	 £0.00	 £1.02
Options granted	 1,044,000	 £0.91	 £0.53	 244,500	 £0.00	 £0.94
Options exercised	 (97,250)	 £0.57	 £0.32	 (24,125)	 £0.00	 £0.00
Options cancelled	 (860,567)	 £0.87	 £0.45	 (650,625)	 £0.00	 £1.05

At 31/12/2008	 9,016,886	 £0.82	 £0.38	 1,210,250	 £0.00	 £0.98
Options granted	 1,777,000	 £0.39	 £0.21	 117,500	 £0.00	 £0.39
Options exercised	 –	 £0.00	 £0.00	 (19,000)	 £0.00	 £0.00
Options cancelled	 (466,201)	 £0.86	 £0.43	 –	 £0.00	 £0.00

At 31/12/2009	 10,327,685	 £0.66	 £0.35	 1,308,750	 £0.00	 £0.93
Options granted	 2,150,000	 £0.12	 £0.03	 –	 £0.00	 £0.00
Options exercised	 –	 £0.00	 £0.00	 (259,925)	 £0.00	 £1.02
Options cancelled	 (150,000)	 £0.16	 £0.49	 (661,137)	 £0.00	 £0.92

At 31/12/2010	 12,327,685	 £0.66	 £0.29	 387,688	 £0.00	 £0.87

Range of exercisable prices	  £0.50-£1.33	 £0.00

Weighted average remaining	
  contractual life	 6.9 years	 7.4 years

Options exercisable

	 Share-option Schemes	 LTIPs
	 Number of	 Weighted	 Latest	 Number of	 Weighted	 Latest
	 options	 average	 exercise	 options	 average	 exercise
		  exercise	 date		  exercise	 date
		  price			   	

At 31/12/2009	 6,222,522	 £0.79	 02/01/2018	 298,750	 £0.00	 02/01/2018

At 31/12/2010	 5,255,558	 £0.79	 04/01/2019	 225,688	 £0.00	 04/01/2019

The weighted average share price at the date of exercise was £0.06 (2009: £0.48).

Notes to the Group financial statements continued
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26 Share-based payments - equity-settled share option schemes, LTIPs (continued)

Shares held in the FBT
The fair value of shares held in the FBT for the benefit of employees is determined using the Black-Scholes model which takes 
into account the terms and conditions upon which the shares were awarded. There were no shares held in the FBT conditionally 
appointed to employees’ sub-funds in 2010. The model inputs, in respect of the fair value of the shares granted during 2009 
were as follows:

						      2009

Weighted average share price						      £0.39
Weighted average exercise price						      £0.15
Expected volatility						      60%
Expected life (years)						      5.5 
Expected risk free rate						      5.5%
Expected dividends						      –

Number of shares held in the Trust conditionally appointed to employees’ sub-funds:

As at 1 January 2009						      1,205,000
Awarded in 2009						      2,060,000
Lapsed in 2009						      –

As at 1 January 2010 and 31 December 2010					     3,265,000

The aggregate fair value of the shares conditionally appointed to the employees’ sub-funds is £416,000 (2009: £1,075,000).

The Group recognised a credit of £590,000 (including £40,000 relating to the discontinued operations) relating to 
equity-settled share-based payment transactions (2009: expense of £437,000 including £27,000 relating to discontinued 
operations).

27 Related party transactions
	
Transactions between the Company and its subsidiaries, which are related parties, have been eliminated on consolidation and 
are not disclosed in this note.
 
The following transactions took place during the year at arm’s length:
 
Details of consultancy fees earned by Directors during the year and fees paid to third parties for Directors’ consultancy 
services are included within the Directors’ remuneration report.
 
At 31 December 2010 consultancy fees of £38,000 (2009: £75,000) was owed to Professor S Ylä-Herttuala.

Remuneration of key management personnel
The remuneration of the Directors and senior management, who are the key management personnel of the Group, is set out 
below in aggregate for each of the categories specified in IAS 24 Related Party Disclosures. Further information about the 
remuneration of individual Directors is provided in the audited part of the Directors’ remuneration report on pages 19 to 25.

					     Year Ended	 Year Ended
					     31 December	 31 December
					     2010	 2009
					     £’000	 £’000

Short-term employee benefits					     1,698	 1,726
Pension contributions					     140	 170
Termination payments					     307	 –
Share-based payment – options					     (74)	 (18)
Share-based payment – LTIP					     (165)	 (167)
Share-based payment – shares in FBT					     (158)	 358

					     1,748	 2,069
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Company balance sheet as at 31 December 2010

				    31 December	 31 December
				    2010	 2009
			   Note	 £’000	 £’000

Non-current assets			 
Investments in subsidiaries			   31	 1,743 	 2,715
Amounts owed by subsidiary undertakings			   32	 10,570 	 13,716

				     12,313 	 16,431

Current assets		   	
Trade and other receivables			   32	  64 	 98
Money market investments			   32	  2,000 	 10,000
Cash and cash equivalents			   32	  2,137 	 4,504

				      4,201 	 14,602

TOTAL ASSETS				    16,514 	 31,033

Current liabilities		   	
Trade and other payables			   33	  32 	 121

TOTAL LIABILITIES				      32 	 121

Equity		   	
Share capital			   34	  2,092 	 2,071
Share premium				     118,937 	 118,630
Merger reserve				      1,521 	 1,521
Share-based compensation reserve	  			    351 	 351
Retained loss			    	  (106,419)	 (91,661)

TOTAL EQUITY			    	  16,482 	 30,912

TOTAL LIABILITIES AND EQUITY			    	 16,514 	 31,033
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				   Share	 Share	 Merger	 Share-based	 Retained	 Total
				   capital	 premium	 reserve	 compensation	 profit/(loss)	
				   £’000	 £’000	 £’000	 £’000	 £’000	 £’000

Balance as at 1 January 2009			  2,052	 117,899	 1,521	 351	 19,211	 141,034
Loss for the year				   –	 –	 –	 –	 (110,872)	 (110,872)
Equity share options exercised			  1	 (1)	 –	 –	 –	 –
Share issue				   18	 732	 –	 –	 –	 750

Balance as at 31 December 2009			  2,071	 118,630	 1,521	 351	 (91,661)	 30,912
Loss for the year	  			   – 	  – 	   – 	 – 	  (14,758) 	  (14,758) 
Equity share options exercised	  	   5 	    (5)	  – 	 – 	  – 	  – 
Share issue				    16 	  247 	  – 	 – 	  – 	  263 
Reduction in prior period share	   	   – 	    65 	   – 	 – 	   – 	  65 
 issue expenses

Balance as at 31 December 2010			  2,092	 118,937	 1,521	 351	 (106,419)	 16,482

Company statement of changes in equity for the year ended 31 December 2010

Company cash flow statement for the year ended 31 December 2010

		  Year ended	 Year ended
				    31 December	 31 December
				    2010	 2009
				    £’000	 £’000

Operating loss	  	  (18,107)	 (114,575)
		   	
Adjustments for non-cash items		   	
 Impairment loss on inter-company loans		  16,546	 114,011
 Impairment loss on investment in subsidiaries		  1,104	 –	
		
Changes in working capital 		   	
 Decrease/(increase) in receivables		   3 	 (51)
 (Decrease)/increase in payables	  	  (24)	 11

Net cash used in operating activities	  	   (478)	 (604)

Investing activities	  	  	
Interest received	  	   3,380 	 4,650
Net maturities of money market investments	  	  8,000 	 23,509
Funding of subsidiary companies	  	  (13,400)	 (29,512)

Net cash used in investing activities		   (2,020)	 (1,353)

Financing activities	  	  	
Proceeds on issue of shares	  	  131 	 750

Net cash from financing activities	  	   131 	 750

Net decrease in cash and cash equivalents 	  	  (2,367)	 (1,207)
Cash and cash equivalents at beginning of year		   4,504 	 5,711

Cash and cash equivalents at end of year		   2,137 	 4,504
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28	 Significant accounting policies

The principal accounting policies, critical judgements and estimates are adopted the same as those set out in note 2 to the 
Group financial statements.

Investments in subsidiaries are stated at cost less, where appropriate, provisions for impairment.
 
29 Operating loss

The Auditors’ remuneration for audit and other services is disclosed in note 6 to the consolidated financial statements.

30 Employees

The average monthly number of people employed by the Company within finance and administration was 2 (2009:2). The 
related staff costs are included within Ark Therapeutics Limited.

31 Subsidiaries

				    2010	 2009
				    £’000	 £’000

Shares in Group undertakings at cost and net book value		  1,743	 2,715

As at 1 January 		  2,715	 2,246
Capital contribution to FBT		  132	 469
Impairment loss for the year		  (1,104)	 –

As at 31 December		  1,743	 2,715

Principal Group investments	
The parent Company and the Group have investments in the following subsidiary undertakings which principally affected the 
profits or net assets of the Group.

At 31 December 2009 and 2010

	 Country of	 Holding	 %	 Principal activity
	 incorporation

Ark Therapeutics Limited*	 England	 Ordinary 	 100	 Research and development of 		
				    products in areas of specialist 		
				    medicine 
Patient Plus Limited**	 England	 Ordinary 	 100	 Research, development and 		
				    commercialisation of products  
				    in areas of specialist medicine 
Ark Therapeutics Oy	 Finland	 Ordinary 	 100	 Research and development of 		
				    products in areas of specialist 		
				    medicine 
Lymphatix Oy*	 Finland	 Ordinary	 100	 Research and development of 		
				    products in areas of specialist 		
				    medicine 

* Held directly by Ark Therapeutics Group plc
** Held directly by Ark Therapeutics Group plc. On 8 February 2011 the Group entered into a formal sale agreement for the 
sale of certain assets including Patient Plus Limited. See note 9.

The Group controls the operations of the FBT and, therefore, it has been accounted for as if it were a subsidiary. At the end 
of 2010, it was deemed that the accumulative capital contribution to the FBT should be impaired due to the reduction in the 
carrying value of the shares contributed.

32 Other assets

Trade and other receivables
The Directors consider that the carrying amount of trade and other receivables approximates their fair value.

Notes to the Company financial statements
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				    2010	 2009
				    £’000	 £’000
Non-current		
Amounts due from Group undertakings 				    141,127	 127,727
Less provision for doubtful debts (impairment)				    (130,557)	 (114,011)

				    10,570	 13,716

Current		
Accrued income				    12	 42
Prepayments				    52	 56

				    64	 98

Total				    10,634	 13,814

The provision for doubtful debts represents a partial provision of £129.6m (2009: £114.0m) against the working capital 
loan made by the Company to its subsidiary Ark Therapeutics Limited, and a provision of £0.9m (2009: nil) against the 
value of the loan made to the FBT for the purchase of the shares. The remaining loan balances receivable represents the 
amount considered by the Directors to be recoverable in the foreseeable future. In determining the amount considered to 
be recoverable, the Directors have considered, inter alia, the net asset position of Ark Therapeutics Limited and the future 
operating cashflows of that company in the light of the March 2010 decision to withdraw the Cerepro® MAA from the EMA, 
and the carrying value of the shares held in the FBT. The Company does not hold any collateral over these loans.

Money market investments comprise short term bank deposits with an original maturity of between 3 and 12 months.

Cash and cash equivalents comprise current accounts held by the Group with immediate access and short-term bank deposits 
with a maturity value of three months or less.

33 Trade and other payables

Trade creditors and accruals principally comprise amounts outstanding for trade purchases and ongoing costs. The average 
credit taken for trade purchases is 39 days (2009: 38 days).
				    2010	 2009
				    £’000	 £’000

Trade creditors and accruals				    32	 121

The Directors consider that the carrying amount of trade payables approximates their fair value.

34 Share capital 

The movements on the share capital are disclosed in notes 22 to the consolidated financial statements.

35 Related party transactions

During the year the Company provided working capital loans to subsidiary companies. Interest on these loans was charged at 
market related rates. The Company also provided loans to the FBT for the purchase of shares in the Company. No interest was 
charged on these loans. Details of interest income for the year and outstanding balances at year end are shown below:

	 Interest income for the year	 Amounts due from
		  subsidiaries
		  (before doubtful
		  debt provision)
		
		  2010	 2009	 2010	 2009
		  £’000	 £’000	 £’000	 £’000

Ark Therapeutics Ltd		  3,265	 3,415	 140,078	 126,810
FBT		  –	 –	 1,049	 917

Total		  3,265	 3,415	 141,127	 127,727
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36 Financial instruments

Categories of financial instruments
Under IFRS7, and for the purposes of risk management, the following classes of financial assets and their carrying values have 
been identified:
				    2010	 2009
				    £’000	 £’000

Accrued income		  12	 42
Amounts due from the Group undertakings 		  141,127	 13,716
Money market investments		  2,000	 10,000
Cash and cash equivalents		  2,137	 4,504

Loans and receivables (including cash and cash equivalents)		  145,276	 28,262

Investment income consists of interest on money market investments and cash and cash equivalents. Investment income 
earned on financial assets is categorised under IFRS7 as loans and receivables (including cash and cash equivalents).

Under IFRS7, and for the purposes of risk management, the following classes of financial liabilities and their carrying value (at 
amortised cost) have been identified:
				    2010	 2009
				    £’000	 £’000

Trade creditors and accruals		  32	 121

Amortised cost		  32	 121

Financial risk management objectives
The Company’s management of financial and market risk is the same as that of the Group as disclosed in page 26 of the 
Directors’ report.
 
Market Risk
Foreign currency risk management
The Company undertakes certain transactions denominated in foreign currencies. Hence, exposures to exchange rate 
fluctuations arise. Exchange rate exposures are managed within approved policy parameters, and may utilise spot purchases 
of foreign currencies, options or forward contracts.
 
Interest rate risk management
The Company has no external borrowings. Intercompany receivables are charged at base rate plus a reasonable arm’s length 
premium. Loans and receivables (including cash and cash equivalents) earned £3.4m of investment income during 2010 
(2009: £3.7m). If interest rates had been 0.5% higher/lower and all other variables were held constant, the Company’s profit 
for the year ended 31 December 2010 would increase/decrease by £0.7m (2009: £0.8m).

Liquidity risk management
Responsibility for liquidity risk management rests with the Board of Directors, which has built an appropriate liquidity 
risk management framework for the management of the Company’s short, medium and long-term funding and liquidity 
management requirements. The Company manages liquidity risk by maintaining adequate reserves and by continuously 
monitoring forecast and actual cash flows and matching profiles of financial assets and liabilities.

Credit risk
The Company’s credit risk is attributed to its cash and cash equivalents, money market investments, related party balances 
and related partly guarantees. For cash and cash equivalents and money market investments the Company only transacts 
with counterparties with high credit ratings assigned by international credit rating agencies. At 31 December 2010, the 
Company had £2.9m of money market investments (31 December 2009 £14.6m). In accordance with the Group’s Investment 
policy, money is only placed with institutions that hold at least “A+”, “A1” or “A+” ratings with S&P, Moody’s and Fitch. 
Further, the policy limits the maximum exposure of money market investments with any one institution to £15m. Receivables 
from related parties are repayable in line with agreed terms or on demand. There is not considered to be any risk of 
impairment of these receivables unless the financial assets of the entity holding the corresponding liability are impaired. 
Other than the impairment described in note 32, the receivables from related parties are considered to be fully recoverable.

Capital risk management
The Company manages its capital to ensure that entities in the Group will be able to continue as going concerns while 
maximising the return to stakeholders. The capital structure of the Company consists of cash and cash equivalents, money 
market deposits (note 32), and equity (comprising issued capital (note 34), reserves and retained earnings as disclosed in the 
Company statement of changes in equity).

The Company is not subject to externally imposed capital requirements.

Notes to the Company financial statements continued
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ARK THERAPEUTICS GROUP PLC
(incorporated and registered in England and Wales under number 04313987)

If you are in any doubt as to what action you should take, you should consult your stockbroker, solicitor, accountant or 
other independent professional adviser authorised under the Financial Services and Markets Act 2000. If you have sold  
or transferred all your shares in Ark Therapeutics Group plc, please pass this document and the accompanying proxy form 
to the stockbroker or other agent through whom you made the sale or transfer, for transmission to the purchaser  
or transferee.

Notice is hereby given that the Annual General Meeting of Ark Therapeutics Group plc will be held at the offices of Ashurst 
LLP, Broadwalk House, 5 Appold Street, London EC2A 2HA on 9 May 2011 at 11.30 am, for the following purposes: 

Ordinary business
1	 To receive the accounts, including the Directors’ remuneration report, for the financial year ended 31 December 2010, 

together with the reports of the Directors and Auditors thereon. (Resolution 1) 
2	 To approve the Directors’ remuneration report for the financial year ended 31 December 2010. (Resolution 2)
3	 To re-appoint David Prince who is submitting himself for re-appointment as a Director. (Resolution 3)
4	 To re-appoint Professor Seppo Ylä-Herttuala who, having served on the Board of the parent company of the Group for 

more than nine years, is submitting himself for re-appointment as a Director. (Resolution 4)
5	 To re-appoint Peter Keen who, having served on the Board of the parent company of the Group for more than nine years, 

is submitting himself for re-appointment as a Director. (Resolution 5)
6	 To appoint Iain Ross who is submitting himself for re-appointment as a Director. (Resolution 6)
7	 To appoint Dr David Bloxham who is submitting himself for re-appointment as a Director. (Resolution 7)
8	 To re-appoint Deloitte LLP as Auditors of the Company to hold office until the end of the next meeting at which the 

financial statements are presented. (Resolution 8)
9	 To authorise the Directors to set the remuneration of the Auditors. (Resolution 9) 

Special business
To consider and, if thought fit, to pass the following resolutions, of which resolution 10 will be proposed as an ordinary 
resolution, and resolutions 11 and 12 will be proposed as special resolutions:
10	That the Directors be and are hereby generally and unconditionally authorised for the purposes of section 551 of the 

Companies Act 2006 (the “Act”), to exercise all the powers of the Company to allot shares and grant rights to subscribe 
for, or convert any security into, shares:
(a)	up to an aggregate nominal amount (within the meaning of section 551(3) and (6) of the Act) of £696,891 (being 

33.3% of the Company’s issued share capital as at 11 March 2011), such amount to be reduced by the nominal 
amount allotted or granted under (b) below in excess of such sum; and

(b)	comprising equity securities (as defined in section 560 of the Act) up to an aggregate nominal amount (within the 
meaning of section 551(3) and (6) of the Act) of £1,395,875 (being 66.7% of the Company’s issued share capital 
as at 11 March 2011), such amount to be reduced by any allotments or grants made under (a) above, in connection 
with or pursuant to an offer by way of a rights issue in favour of holders of ordinary shares in proportion (as nearly 
as practicable) to the respective number of ordinary shares held by them on the record date for such allotment 
(and holders of any other class of equity securities entitled to participate therein or if the directors consider it 
necessary, as permitted by the rights of those securities), but subject to such exclusions or other arrangements 
as the directors may consider necessary or appropriate to deal with fractional entitlements, record dates or legal, 
regulatory or practical difficulties which may arise under the laws of, or the requirements of any regulatory body or 
stock exchange in any territory or any other matter whatsoever,

		 these authorities to expire at the conclusion of the Annual General Meeting of the Company in 2012 (save that the 
Company may before such expiry make any offer or agreement which would or might require shares to be allotted or 
rights to be granted, after such expiry and the directors may allot shares, or grant rights to subscribe for or to convert 
any security into shares, in pursuance of any such offer or agreement as if the authorisations conferred hereby had not 
expired). (Resolution 10)

11	That the Directors be and are hereby empowered pursuant to section 570(1) of the Act, subject to the passing of 
resolution 10 above, to allot equity securities (as defined in section 560 of the Act) of the Company for cash pursuant to 
the authorisation conferred by that resolution as if section 561 of the Act did not apply to any such allotment provided 
that this power shall be limited to the allotment of equity securities for cash: 
(i) 	in connection with or pursuant to an offer of or invitation to acquire equity securities (but in the case of the 

authorisation granted under resolution 10(b), by way of a rights issue only) in favour of holders of ordinary shares 
in proportion (as nearly as practicable) to the respective number of ordinary shares held by them on the record 
date for such allotment (and holders of any other class of equity securities entitled to participate therein or if the 
Directors consider it necessary, as permitted by the rights of those securities) but subject to such exclusions or 
other arrangements as the Directors may consider necessary or appropriate to deal with fractional entitlements, 
record dates or legal regulatory or practical difficulties which may arise under the laws of or the requirements of any 
regulatory body or stock exchange in any territory or any other matter whatsoever; and

(ii)	in the case of the authorisation granted under resolution 10(a) above, and otherwise than pursuant to paragraph (i) 
of this resolution, up to an aggregate nominal amount of £104,638 (being 5% of the Company’s issued share capital 
as at 11 March 2011),

Notice of Annual General Meeting
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		 and this power shall expire at the conclusion of the Annual General Meeting of the Company to be held in 2012 (save 
that the Company may, at any time before the expiry of such power, make any offer or enter into any agreement which 
would or might require equity securities to be allotted after the expiry of such power and the Directors may allot equity 
securities in pursuance of any such offer or agreement as if such power conferred hereby had not expired). 

	 (Resolution 11)
12	That a general meeting of the Company (other than an annual general meeting) may be called on not less than 14 clear 

days’ notice. (Resolution 12)

Your Board believes that the resolutions to be proposed as ordinary and special business at the Annual General Meeting 
are in the best interests of the Company and its shareholders as a whole. Accordingly the Directors unanimously 
recommend that shareholders vote in favour of the resolutions, as they intend to do in respect of their own beneficial 
holdings of shares in the Company.

By order of the Board

Dr Edward Bliss
Company Secretary

11 March 2011

Registered Office: 79 New Cavendish Street, London W1W 6XB

Registered in England and Wales No 04313987

Notice of Annual General Meeting - Notes

Proxies
1.	
(a)		As a member of the Company you are entitled to appoint a proxy to exercise all or any of your rights to attend, speak 

and vote at a general meeting of the Company. You can only appoint a proxy using the procedures set out in these 
notes.

(b)		Appointment of a proxy does not preclude you from attending the meeting and voting in person. If you have appointed a 
proxy and attend the meeting in person, your proxy appointment will automatically be terminated.

(c)		A proxy does not need to be a member of the Company but must attend the meeting to represent you. To appoint as 
your proxy a person other than the Chairman of the meeting, insert their full name in the box on your proxy form. If you 
sign and return your proxy form with no name inserted in the box, the Chairman of the meeting will be deemed to be 
your proxy. Where you appoint as your proxy someone other than the Chairman, you are responsible for ensuring that 
they attend the meeting and are aware of your voting intentions. If you wish your proxy to make any comments on your 
behalf, you will need to appoint someone other than the Chairman and give them the relevant instructions directly.

(d)		You may appoint more than one proxy provided each proxy is appointed to exercise the rights attached to a different 
share or shares held by you. You may not appoint more than one proxy to exercise rights attached to any one share.

(e)		If the proxy is being appointed in relation to less than your full voting entitlement, please enter in the box provided the 
number of shares in relation to which they are authorised to act as your proxy. If left blank your proxy will be deemed to 
be authorised in respect of your full voting entitlement (or if this proxy form has been issued in respect of a designated 
account for a shareholder, the full voting entitlement for that designated account). In the event of a conflict between a 
blank proxy form and a proxy form which states the number of shares to which it applies, the specific proxy form shall 
be counted first, regardless of whether it was sent or received before or after the blank proxy form, and any remaining 
shares in respect of which you are the registered holder will be apportioned to the blank proxy form. If you submit 
more than one completed valid proxy, the proxy received last before the latest time for receipt of proxies will take 
precedence.

(f)		To appoint more than one proxy, you may photocopy the proxy form. Please indicate in the box on the form the number 
of shares in relation to which they are authorised to act as your proxy. Please also indicate with an “X” in the place 
provided on the proxy form if the proxy instruction is one of multiple instructions being given. All forms must be signed 
and should be returned together in the same envelope. 

(g)		To direct your proxy how to vote on the resolutions mark the appropriate box on your proxy form with an ‘X’. To 
abstain from voting on a resolution, select the relevant ‘‘Vote withheld’’ box. A vote withheld is not a vote in law, which 
means that the vote will not be counted in the calculation of votes for or against the resolution. If you mark with an “X” 
“discretion”, or if no voting indication is given, your proxy will vote or abstain from voting as he or she sees fit.

(h)		To appoint a proxy using this form, your proxy form must be: 
•	 completed and signed by the appointor or their duly authorised attorney;
•	 sent or delivered to Capita Registrars at PXS, 34 Beckenham Road, Beckenham, Kent BR3 4TU; and
•	 received by post or by hand by Capita Registrars no later than 11.30 am on 5 May 2011 (together with any power of 

attorney or other authority under which it is signed or a notarially certified copy of such power or a copy certified in 
accordance with the Power of Attorney Act 1971 or in some other manner approved by the Directors).
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Completed proxy forms should not be sent to the Company’s registered office.
(i)		In the case of a member which is a company, your proxy form must be executed under its common seal or signed on 

its behalf by a duly authorised officer of the company or an attorney for the company stating their capacity (eg director, 
secretary).

(j)		 Any power of attorney or any other authority under which your proxy form is signed (or a duly certified copy of such 
power or authority) must be included with your proxy form.

(k)		CREST members who wish to appoint a proxy or proxies by using the CREST electronic appointment service may do so 
by using the procedures described in the CREST Manual. To be valid, the appropriate CREST message, regardless of 
whether it constitutes the appointment of a proxy or an amendment to the instructions given to a previously appointed 
proxy, must be transmitted so as to be received by our agent Capita Registrars, whose CREST participant ID is RA10, 
by 11.30 am on 5 May 2011. 

(l)		In the case of joint holders, where more than one of the joint holders purports to appoint a proxy, only the appointment 
submitted by the most senior holder will be accepted. Seniority is determined by the order in which the names of the 
joint holders appear in the Company’s register of members in respect of the joint holding (the first named being the 
most senior). 

(m)	If you submit more than one valid proxy appointment, the appointment received last before the latest time for the 
receipt of proxies will take precedence.

(n)		Save through CREST, we do not have a facility to receive proxy forms electronically. Therefore, you may not use any 
electronic address referred to in the proxy form or any related document to submit your proxy form.

(o)		Pursuant to Regulation 41 of the Uncertificated Securities Regulations 2001 and section 360B(2) of the Act, the 
Company specifies that only those members entered on the register of members of the Company at 6.00 pm on 5 May 
2011 or, in the event that this meeting is adjourned, in the register of members as at 6.00 pm on the day two days 
before the date of any adjourned meeting shall be entitled to attend and vote at the meeting in respect of the number of 
ordinary shares registered in their names at that time. Changes to the entries on the register of members after 6.00 pm 
on 5 May 2011, or in the event that this meeting is adjourned, in the register of members after 6.00 pm on the day two 
days before the date of the adjourned meeting shall be disregarded in determining the rights of any person to attend or 
vote at the meeting.

Documents on display
2.		 Copies of service agreements under which Directors of the Company are employed, copies of the terms and conditions 

of appointment of Non-Executive Directors (including the terms of the qualifying third party indemnity provisions made 
by the Company for the benefit of its Directors) and a copy of the Articles of the Company are available for inspection 
during normal business hours at the Company’s registered office (and copies of the Articles, as above, will also be 
available at the offices of Ashurst LLP, Broadwalk House, 5 Appold Street, London EC2A 2HA) during normal business 
hours from the date of this notice until the date of the Annual General Meeting and will be available for inspection at the 
place of the Annual General Meeting for at least 15 minutes prior to and during the meeting.

Nominated persons
3.		 If you are a person who has been nominated under section 146 of the Companies Act 2006 to enjoy information rights 

(a “Nominated Person”):
•	 you may have a right under an agreement between you and the member of the Company who has nominated you to 

have information rights (“Relevant Member”) to be appointed or to have someone else appointed as a proxy for the 
meeting;

•	 if you either do not have such a right or if you have such a right but do not wish to exercise it, you may have a right 
under an agreement between you and the Relevant Member to give instructions to the Relevant Member as to the 
exercise of voting rights;

•	 your main point of contact in terms of your investment in the Company remains the Relevant Member (or, perhaps, 
your custodian or broker) and you should continue to contact them (and not the Company) regarding any changes 
or queries relating to your personal details and your interest in the Company (including any administrative matters). 
The only exception to this is where the Company expressly requests a response from you; and

•	 the statement of the rights of shareholders in relation to the appointment of proxies in paragraph 1 above does not 
apply to Nominated Persons. The rights described in paragraph 1 can only be exercised by members of the Company. 

Issued shares and total voting rights
4.		 As at 11 March 2011, being the last practicable day prior to the publication of the Notice, the Company’s issued share 

capital comprised 209,276,676 ordinary shares of 1 pence each. Each ordinary share carries the right to one vote at a 
general meeting of the Company and, therefore, the total number of voting rights in the Company as at 11 March 2011 
is 209,276,676.

Corporate representatives
5.		 Any corporation which is a member can appoint one or more corporate representatives who may exercise on its behalf 

all of its powers as a member provided that they do not do so in relation to the same shares.

Website publication of audit concerns
6.		 Shareholders should note that it is possible that, pursuant to requests made by shareholders under section 527 of the 

Companies Act 2006, the Company may be required to publish on a website a statement setting out any matter relating 
to (i) the audit of the Company’s accounts (including the auditor’s report and the conduct of the audit) that are to be 
laid before the Annual General Meeting; or (ii) any circumstance connected with an auditor of the Company ceasing 
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to hold office since the previous meeting at which annual accounts and reports were laid in accordance with section 
437 of the Companies Act 2006 (in each case) that the members propose to raise at the Annual General Meeting. The 
Company may not require the shareholders requesting any such website publication to pay its expenses in complying 
with sections 527 or 528 of the Companies Act 2006. Where the Company is required to place a statement on a website 
under section 527 of the Companies Act 2006, it must forward the statement to the Company’s auditor not later than 
the time when it makes the statement available on the website. The business which may be dealt with at the Annual 
General Meeting includes any statement that the Company has been required under section 527 of the Companies Act 
2006 to publish on a website.

Questions
7.		 Any member attending the Annual General Meeting has the right to ask questions. The Company must cause to be 

answered any such question relating to the business being dealt with at the meeting but no such answer need be given 
if (a) to do so would interfere unduly with the preparation for the meeting or involve the disclosure of confidential 
information, (b) the answer has already been given on a website in the form of an answer to a question, or (c) it is 
undesirable in the interests of the Company or the good order of the meeting that the question be answered. Notice 
available on Website

Notice available on Website 
8.		 A copy of this notice, and other information required by section 311A of the Act, can be found at www.arktherapeutics.com.

Communications
9.		 You may not use any electronic address (within the meaning of section 333(4) of the Companies Act 2006) provided in 

this Notice of Meeting (or in any related documents including the proxy form) to communicate with the Company for 
any purposes other than those expressly stated.

Explanatory notes to the Resolutions
10.	Resolution 1. The Directors are required by law to present to the meeting the accounts and the Directors’ and Auditors’ 

reports for the financial year ended 31 December 2010.

11.	Resolution 2. In accordance with the Act, directors of listed companies are required to prepare a detailed Directors’ 
remuneration report which must be approved by the shareholders at the Annual General Meeting. The Directors’ 
remuneration report contains, inter alia, details of the members of the Remuneration Committee, the Company’s 
policy on Directors’ remuneration for 2010 and subsequent financial years, a performance graph showing the 
Company’s performance, measured by total shareholder return, compared with the performance of the comparator 
group of companies in the industry described in the Directors’ remuneration report, details of the Directors’ service 
contracts and specific disclosures relating to each Director’s remuneration. Resolution 2 proposes that the Directors’ 
remuneration report for the financial year ended 31 December 2010, as set out at pages 19 to 25 of the annual report,  
be approved. 

12.	Resolution 3. Any Director who has been a Director at each of the preceding two annual general meetings and who 
has not been appointed or re-appointed by the Company at, or since, either such meeting is required to retire. David 
Prince is the Director who resigns this year and who is consequently proposed for re-appointment. The performance of 
Mr Prince has been formally evaluated and it has been determined that he continues to perform effectively. He is fully 
committed to his role on the Board.

		 David Prince is Chairman of the Audit Committee and a member of the Nomination Committee. He was appointed to 
the Board in May 2004. Mr Prince was, until December 2003, Group Finance Director of Cable and Wireless plc. Prior 
to this he held Board positions at PCCW, as Group Chief Financial Officer and Hong Kong Telecom as Deputy CEO and 
Group Finance Director. He also holds a non-executive board position at Adecco SA and is a non-executive director of 
SmarTone Telecommunications Holdings (Hong Kong). 

13.	Resolutions 4 and 5. These resolutions are to re-appoint Professor Seppo Ylä-Herttuala and Peter Keen as Directors in 
accordance with provision A.7.2 of the Combined Code, which recommends that after nine years a director be subject 
to re-appointment on an annual basis. Mr Keen has served as Non-Executive Director of the parent company of the 
Group since 1997 and Professor Seppo Ylä-Herttuala has served as Non-Executive Director of the parent company of 
the Group since 2001. The Directors have evaluated Professor Ylä-Herttuala’s and Mr Keen’s performance and have 
determined that, despite their length of tenure as Directors, both Directors continue to provide valuable and in the case, 
of Mr Keen, independent advice to the Company, and show a strong and effective commitment to their roles. The Board 
believes that it is appropriate to re-appoint Professor Ylä-Herttuala, and Mr Keen as Directors for a further year.

		 Professor Seppo Ylä-Herttuala was one of Ark’s co-founders in 1997. Since 1995, he has developed the University of 
Kuopio’s Gene Therapy Unit into one of the most active centres in Europe, with experience in ten human gene therapy 
trials to date. As a world-renowned expert in gene expression technology, the pathogenesis of vascular diseases and 
malignant glioma, he brings invaluable knowledge to the Group. His experience includes pioneering work in vascular 
gene therapy, where he performed the first adenoviral gene transfers to human peripheral arteries. 

		 Peter Keen is Chairman of the Remuneration Committee and a member of the Audit and Nomination Committees. He is 
a Chartered Accountant with extensive experience of financial management in biotechnology companies. In 1992 he was 
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	 a co-founder of Chiroscience Group Plc and then helped establish Merlin Biosciences, which co-founded Ark in 1997, 
more recently he was Corporate Development and Finance Director of the biotechnology company Serentis Limited. 
He has served on the board of a number of public and private biotechnology companies and is currently Chairman of 
Exosect Ltd and Oval Medical Technologies Ltd, the Senior Independent Director of Abcam plc and a Non Executive 
Director of the Biotech Growth Trust plc. 

14.	Resolutions 6 and 7. These resolutions are to appoint Iain Ross and Dr David Bloxham respectively, who have been 
appointed as Directors of the Company since the last Annual General Meeting of the Company.

		 Iain Ross joined the Group as Executive Chairman on 9 September 2010. He is also a member of the Nomination 
Committee. Following a career with multi-national companies including Sandoz, Fisons plc and Hoffman La Roche,  
Mr Ross joined the Board of Celltech Group plc in 1991 and was responsible for building Celltech Biologics, the 
contract manufacturing division which was later sold to Alusuisse Lonza. For the last 15 years he has undertaken 
a number of company turnarounds and start-ups as a board member on behalf of private equity groups and banks 
including Quadrant Healthcare plc, Allergy Therapeutics Ltd, Eden Biodesign Ltd, Phadia AB and Silence Therapeutics 
plc. Currently he is Non-Executive Chairman of Biomer Technology Ltd and Pharminox Ltd, and is a Non-Executive 
Director of Benitec Limited, whose shares are traded on the Australian Securities Exchange (ASX). He is a Qualified 
Chartered Director of the UK Institute of Directors, and a member of the Council of Royal Holloway University of 
London.

15.	Dr David Bloxham was appointed to the Board on 1 March 2011. He is a scientist with a wide range of experience 
in most aspects of drug discovery, development, biological drug manufacture and partnering research programmes. 
He held senior research positions at Roche, Laboratorios Almirall SA and Celltech plc. As Research and Development 
Director at Celltech plc, he was closely involved with the listing of the company on the London Stock Exchange. In the 
last decade he has been involved in both executive and non-executive positions at a number of small biotechnology 
companies including Cobra Therapeutics, Cobra Biopharmaceuticals, Evolutec, Provalis and Profile Therapeutics. He 
was also Chairman of the Board of Trustees of the Babraham Institute.

16.	Resolution 10. Your Directors may only allot shares or grant rights over shares if authorised to do so by shareholders. 
The authority granted on 21 April 2010 is due to expire at the Company’s Annual General Meeting in 2011 and 
therefore requires renewal. This resolution, if passed, will continue to give the Directors flexibility to act in the best 
interests of shareholders, when the opportunity arises, by issuing new shares. Accordingly, resolution 10 will be 
proposed as an ordinary resolution to grant new authorities to allot shares and grant rights to subscribe for, or convert 
any security into, shares (a) up to an aggregate nominal amount of £696,891 and (b) in connection with a rights issue 
up to an aggregate nominal amount (reduced by allotments under part (a) of the resolution) of £1,395,875.

	
		 These amounts represent approximately 33.3 per cent. and approximately 66.7 per cent. respectively of the total issued 

ordinary share capital of the Company as at 11 March 2011, the latest practicable date prior to publication of this 
notice. If given, these authorities will expire at the Annual General Meeting in 2012. 

	
		 Your Directors have no present intention of issuing shares pursuant to this authority. 
	
		 As at the date of this notice the Company holds no treasury shares. 

17.	Resolution 11. Your Directors also require additional authority from shareholders to allot equity securities for cash and 
otherwise than to existing shareholders pro rata to their holdings. The authority granted on 21 April 2010 is due to 
expire at the conclusion of the Company’s Annual General Meeting in 2011 and therefore requires renewal. Accordingly, 
resolution 11 will be proposed as a special resolution to grant such an authority. Apart from offers or invitations in 
proportion to the respective number of shares held, the authority will be limited to the allotment of equity securities for 
cash up to an aggregate nominal value of £104,638 (being 5 per cent. of the Company’s issued ordinary share capital 
at 11 March 2011, the latest practicable date prior to publication of this notice). If given, this authority will expire at 
the conclusion of the Annual General Meeting in 2012. Your directors will have due regard to institutional guidelines 
in relation to any exercise of this power, in particular the requirement for advance consultation and explanation before 
making any non pre-emptive cash issue pursuant to this resolution which exceeds 7.5 per cent. of the Company’s 
issued share capital in any rolling three year period.

18.	Resolution 12. Changes made to the Companies Act 2006 by the Companies (Shareholders’ Rights) Regulations 2010 
increase the notice period required for general meetings of the Company to at least 21 clear days unless shareholders 
approve a shorter notice period, which cannot however be less than 14 clear days. (Annual General Meetings will 
continue to be held on at least 21 clear days’ notice.)

	
		 Until the coming into force of the Companies (Shareholders’ Rights) Regulations 2010 on 3 August 2009, the 

Company was able to call general meetings other than an annual general meeting on at least 14 clear days’ notice 
without obtaining such shareholder approval. In order to preserve this ability, Resolution 12 seeks the necessary 
shareholder approval. The shorter notice period would not be used as a matter of routine for such meetings, but only 
when flexibility is merited by the business of the meeting and is thought to be to the advantage of shareholders as 
whole. The approval will be effective until the Company’s next Annual General Meeting, when it is intended that a 
similar resolution will be proposed. 
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		 Note that the changes to the Companies Act 2006 mean that, in order to be able to call a general meeting on  
less than 21 clear days’ notice, the Company must make a means of electronic voting available to all shareholders  
for that meeting.

Cautionary note regarding forward-looking statements:
These results include statements that are, or may be deemed to be, “forward-looking statements”. These forward-looking 
statements can be identified by the use of forward-looking terminology, including the terms “believes”, “estimates”, 
“anticipates”, “expects”, “intends”, “plans”, “goal”, “target”, “aim”, “may”, “will”, “would”, “could” or “should” or, in each 
case, their negative or other variations or comparable terminology. These forward-looking statements include all matters 
that are not historical facts. They appear in a number of places throughout these results and the information incorporated 
by reference into these results and include statements regarding the intentions, beliefs or current expectations of the 
Directors, Ark Therapeutics Group plc or the Group concerning, amongst other things, the results of operations, financial 
condition, liquidity, prospects, growth, strategies and dividend policy of Ark Therapeutics Group plc and the industry in 
which it operates.

By their nature, forward-looking statements involve risks and uncertainties because they relate to events and depend 
on circumstances that may or may not occur in the future and may be beyond Ark Therapeutics Group plc’s ability to 
control or predict. Forward-looking statements are not guarantees of future performance. The Group’s actual results of 
operations, financial condition, liquidity, dividend policy and the development of the industry in which it operates may differ 
materially from the impression created by the forward-looking statements contained in these results and/or the information 
incorporated by reference into these results. In addition, even if the results of operations, financial condition, liquidity and 
dividend policy of Ark Therapeutics Group plc and the development of the industry in which it operates, are consistent 
with the forward-looking statements contained in these results and/or the information incorporated by reference into these 
results, those results or developments may not be indicative of results or developments in subsequent periods.

Other than in accordance with its legal or regulatory obligations (including under the Listing Rules, the Disclosure and 
Transparency Rules and the Prospectus Rules), Ark Therapeutics Group plc does not undertake any obligation to update or 
revise publicly any forward-looking statement, whether as a result of new information, future events or otherwise.
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Technical terms which have been used in the annual report have the following meaning:

Adenoviral	 pertaining to, or caused by, an adenovirus

Adenovirus	 a common virus that infects humans. More than 40 types are known to infect man 		
	 causing upper respiratory symptoms, acute respiratory disease, conjunctivitis and 		
	 gastroenteritis

Ad.VEGF-D	 VEGF-D gene delivered in an adenoviral vector

Agonist	 a substance which stimulates or turns on biological activity, usually by acting at a 		
	 receptor site

Angina	 chest pain caused by reduced flow of blood to the heart muscle

Antagonist	 a substance which competes with the agonist at the receptor site and inhibits biological 		
	 activity

Cardiovascular	 pertaining to the heart and blood vessels

cGMP	 Current Good Manufacturing Practice, formal standards of facilities cleanliness, process, 	
	 quality controls and documentation set out and periodically monitored by the main 		
	 medicines control agencies to which a company has to conform in order to manufacture 		
	 a medicinal product for human use

Clinical	 relating to the treatment and care of a patient. Denoting the symptoms and course of a 		
	 disease, as distinguished from the laboratory findings or anatomical changes

Efficacy	 produces a positive effect. Treats a disease successfully

EMA	 the European Medicines Agency (formerly known by the abbreviation “EMEA”)

Expression	 the translation of the information encoded in the gene into a protein

FDA	 Food & Drug Administration, the consumer protection agency responsible for public 		
	 health in the USA, which ensures that safe and effective products reach the market in a 		
	 timely manner

Foetal growth restriction	 also known as intra-uterine growth retardation, a disorder associated with insufficient 		
	 blood supply to the placenta, resulting in a slowdown and cessation of foetal growth in 		
	 the uterus

Glioma	 a malignant tumour of the central nervous system, arising from the glial cells, usually in 		
	 the brain

GCP	 Good Clinical Practice, a set of internationally recognised ethical and scientific 		
	 quality requirements which must be observed for designing, conducting and reporting 		
	 clinical trials that involve the participation of human subjects

GMP	 Good Manufacturing Practice, formal standards of facilities cleanliness, process, quality 		
	 controls and documentation set out and periodically monitored by the main medicines 		
	 control agencies to which a company has to conform in order to manufacture a 			
	 medicinal product for human use

IAS		 International Accounting Standards

ICH	 the International Conference on Harmonisation, an international organization that 		
	 attempts to standardizes globally the regulatory and scientific aspects of clinical 		
	 research, drug development, and pharmaceutical product registration.

IFRSs	 International Financial Reporting Standards

IPO	 Initial Public Offering

Late stage	 Phase IIb, Phase II/III and Phase III

Glossary
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MAA	 Marketing Authorisation Application, the complete set of information for a product on 		
	 which it was granted a licence to permit its sale to doctors

Pathogenesis	 the origination and development of a disease 

pari passu	 of equal ranking

Peripheral vascular disease	 is a narrowing of blood vessels that restricts blood flow mostly occurring in blood 		
	 vessels in the legs

Pharmacodynamic	 is the study of a drug’s actions in the body over time, this includes absorption, 			
	 distribution, localisation, biotransformation, and excretion (in simple terms what the 		
	 drug does to the body)

Pharmacokinetic	 looks at absorption, distribution, metabolism, and excretion of drugs (what the body 		
	 does to the drug)

Phase I	 where the drug is tested for safety in healthy individuals. This is normally the first time 		
	 the drug is given to humans. In one or more clinical trials, safety, tolerability, dose 		
	 range, pharmacodynamic profile and pharmacokinetic profile are explored

Phase I/II	 the first trials of a new candidate therapy in which a small number of patients, rather than 	
	 healthy volunteers, take part

Phase IIb	 following a Phase IIa trial, it is normally still necessary to carry out ‘Phase II-like’ clinical 	
	 trials to fully evaluate therapeutic dosing range, this is referred to as Phase IIb. Since 		
	 the drug will have already been in sick individuals (from the Phase IIa), the degree 

			  of exploration and data acquisition required to carry out this kind of Phase II trial to 		
	 statistically significant levels should be somewhat less than a ‘full’ Phase II

Phase II/III	 where it is expected that a Phase II-like trial will be sufficient to produce statistically 	
	 sufficient data for approval, removing the need for a Phase III trial. The expectation that 	
	 these trials will be sufficient for approval may once the trials have begun be shown to be 	
	 unfounded, and as such the trials are designed so that they can be easily expanded into 		
	 full Phase III trials without the need to repeat from scratch. Phase II/III trials are usually 	
	 entered into when

			  (i) a drug candidate has an unusually high efficacy and hence produces statistically 		
	 significant results with only a small trial

			  (ii) a drug candidate is in an orphan indication with high unmet clinical need, and hence 	
	 the regulator requires a lower statistical threshold for results and hence requires only a 		
	 small trial

Phase III	 where the drug undergoes a ‘dry run’ of its ultimate proposed use on the market.  
	 The trials in this Phase need to prove to a strong degree of statistical significance that 		
	 the drug presented at a particular dose, to a particular population and in a particular 		
	 formulation has sufficient effect along with appropriately low side effects. The ‘pivotal 		
	 Phase III trial’ is that which ultimately provides statistically sound evidence of effect and 	
	 safety

Pre-clinical 	 the Phase of drug discovery and development which precedes testing of the drug in 		
	 humans. Many studies carried out in this Phase are required by regulatory agencies 		
	 before they will allow testing in man

Proof-of-principle	 evidence that a medicine might be useful to treat a particular disease

Receptor	 a molecule located within a cell or on the surface of a cell, to which an agonist or 		
	 antagonist will bind; as a result of that binding, a biological response is produced or 		
	 blocked

Refractory angina	 angina that does not respond to standard methods of treatment

Stroke	 a sudden impairment of brain function due to haemorrhage from, or destruction of, one 		
	 or more cerebral blood vessels

Vector	 a chemical or molecular structure used to facilitate DNA gene delivery into cells

VEGF	 Vascular Endothelial Growth Factor: is part of a family of growth factors, designated 		
	 VEGF-A, VEGF-B, etc that stimulate the growth of endothelial cells

Glossary continued
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