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Capitalising on over ten years of research in vascular
biology and gene-based medicine, Ark has created a
balanced portfolio of proprietary healthcare products.

In the large and growing markets of vascular disease and
cancer, opportunities exist for effective new products to
generate significant revenues.

In order to maximise the return to shareholders, the
Company’s strategy is to:

> address areas of clear unmet clinical need;

> focus on specialist areas of medicine;

> employ world-class science; and

> retain product ownership and control.

Business strategy
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Dear Shareholder

As you are aware, the initial public offering of your Company was successfully completed on 8 March 2004, when Ark’s

shares were admitted to the Official List of the UK Listing Authority and to trading on the London Stock Exchange. This

was an important milestone in the development of the Company and we would like to take the opportunity to thank

those who planned and executed this financing, but in particular those who invested their money and their confidence

in the future of Ark as an emerging health care company and as a vehicle for creating shareholder value in this sector.

This letter is to advise you that the Company will hold its first annual general meeting as a listed company at 12.15 p.m.

on 5 July 2004 at the offices of the Company’s solicitors, Ashurst, at Broadwalk House, 5 Appold Street, London EC2A

2HA and you are cordially invited to attend. You will find further details of the meeting, and the resolutions to be put to

shareholders, in the notice of annual general meeting at page 35 and on the enclosed form of proxy.

We are also attaching for ready reference the Company's audited accounts for the year ended 31 December 2003,

throughout which period the Company was a private company. These accounts were adopted and signed on behalf of

the board on 3 March 2004 and were used for the purposes of preparing the financial information set out in the IPO

Listing Particulars dated 3 March 2004.

As Ark was not a listed company for any of the period to which the accounts relate, and given the very substantial

disclosure set out in the Listing Particulars, the Company is not required to prepare the normal plc-style annual report

for shareholders this year. Our first formal annual report will therefore be sent to you with the full year 2004 accounts in

the first half of 2005.

Since the Listing Particulars were issued, there have been a number of important developments, set out in recent press

releases, which confirm the significant progress made by the Company in achieving key business milestones. We

thought it would be helpful if we summarise these in the balance of this letter.

In mid-March we announced that Kerraboot®, the Company’s novel wound management device for leg and foot

ulcers, had received Drug Tariff approval at a price of £14 with effect from 1 May, enabling the Kerraboot® to be

prescribed by GPs on the NHS. This is a large market, with 1% of the UK’s adult population suffering from lower leg and

foot ulceration at some stage in their lives. The Company believes that Kerraboot®’s effectiveness in managing leg

ulcers, coupled with its ease of use and its significant demonstrated cost savings, has great potential to satisfy an

unmet need for cost-effective treatment in this area of therapy. We are now expanding our sales efforts to service the

full range of accounts in the British medical community.

Two important announcements were made in May concerning CereproTM, the Company’s treatment for patients with

operable malignant glioma (a common form of brain tumour). The results of the third clinical trial of this product will be

presented on 5 June at the annual meeting of the American Society of Gene Therapy, one of the world’s leading

forums for the presentation of advances in gene-based medicine. The results of the two trials published to date have

been very encouraging, almost doubling patients’ average survival times. We also announced that clearance had been

received in the UK from the Medicines and Healthcare Products Regulatory Agency, together with full approval from the

Gene Therapy Advisory Committee, to conduct a confirmatory study. As Nigel Parker noted at the time of that

announcement “as in the early days of monoclonal antibodies, there are all sorts of myths surrounding the difficulties of

obtaining regulatory clearances for DNA-based medicines. This news should help give reassurance that the barriers are

not insurmountable.”.

Letter from the Chairman and Chief Executive Officer
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There was good news as well in the Company’s Trinam® Programme, the novel therapy to prevent blood vessels

blocking after vascular graft access surgery, with the first patient receiving treatment in the Phase II study.  This study

has been approved by the US Recombinant DNA Advisory Committee and the FDA and is designed to examine the

effects and safety of Trinam®.

In mid-May the Company announced a positive development in its EG005 Phase II study programme in HIV patients

suffering from lipodystrophy, the fat metabolism disorder affecting HIV-positive patients receiving highly active anti-

retroviral therapy. In response to requests from the first patients completing the one year open label extension protocol

stage of this programme, we have taken the decision to make the product available on a compassionate use basis so

that patients can continue therapy where appropriate. 

The high calibre of the non-executive Directors who have recently strengthened the Ark board reflects the progress

your Company is making. In December, Dr Wolfgang Plischke, head of the Global Pharmaceuticals Division of Bayer,

joined the board and we recently announced the appointment of David Prince, ex-Group Finance Director of Cable and

Wireless plc, as non-executive Director and Chairman of the Audit Committee. We are very pleased that two non-

executive Directors so experienced in their respective fields have accepted our invitation to join us.

We are delighted that, so early in Ark’s life as a public company, management has demonstrated an ability to deliver

tangible progress with the first marketed product and its lead clinical programmes. We look forward to building on

these developments as we execute our plans to enhance the value of your Company.

Dennis Turner, Chairman Dr. Nigel Parker, Chief Executive Officer

4 June 2004
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The following pages, 5 to 34, set out the statutory financial
statements of Ark Therapeutics Group plc for the year
ended 31 December 2003.

The financial statements were approved by the Directors
and signed on 3 March 2004, the date of issue of the
Listing Particulars relating to the initial public offering of
shares in the Company, on which date the auditors’ report
on those financial statements was also signed.

The following changes have occurred since 3 March 2004:

• Professor John Martin and Dr Kalevi Kurkijarvi resigned
from the board on 8 March 2004;

• the changes to the Company’s share capital, as
summarised under “Post Balance Sheet events” on 
page 5, became effective on 8 March 2004;

• Martyn Williams handed over his company secretarial
duties to Nick Plummer, the Company’s newly-appointed
General Counsel, on 13 April 2004; and

• David Prince was appointed as a non-executive Director
and Chairman of the Audit Committee on 26 May 2004.

The information set out on pages 1 to 4, pages 35 & 36
and on the inside front cover, does not form a part of the
financial statements approved by the Directors and is,
therefore, not covered by the audit report.

Financial statements
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Directors’ report

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 2003.

Activities

The principal activity of the group is the discovery, development and commercialisation of products in areas of specialist

medicine with particular focus on vascular disease and cancer.

Review of developments and future prospects

The group incurred a loss after taxation of £8,100,643 (2002 - £5,722,756). The Directors expect the investment in

research and development to increase.

During November 2003, the Kerraboot® (a novel wound dressing device for leg and foot ulcers) was introduced into

UK hospitals.

Dividends

The Directors are unable to recommend the payment of a dividend (2002 - £nil).

Supplier payment policy

The company’s policy, which is also applied by the group, is to settle terms of payment with suppliers when agreeing

the terms of each transaction, ensure that suppliers are made aware of the terms of payment and abide by the terms

of payment. Trade creditors of the company at 31 December 2003 were equivalent to 45 (2002 - 45) days’ purchases,

based on the average daily amount invoiced by suppliers during the year.

Post Balance Sheet events

On 16 January 2004, by a special resolution passed by the shareholders of the company, the share capital of the

company was increased to £58,086 by the creation of 175,000 ordinary shares of 0.02p each, 1,250,000 non-

convertible C ordinary shares of 0.02 pence each and 250,000 non-convertible D ordinary shares of 0.02 pence each,

each having the rights and being subject to the restrictions and obligations set out in the articles of association.

The non-convertible C ordinary shares and the non-convertible D ordinary shares, were issued to a Family Benefit Trust

in respect of Nigel Parker and Martyn Williams respectively and will, conditional upon and simultaneously with

Admission, be redeemed by the company and in their place a number of new ordinary shares will be issued to the

Family Benefit Trust.

Under a special resolution passed during February 2004, simultaneously upon Listing, each A ordinary share in issue at

that time will be converted into one ordinary share of 0.02 pence each and each B ordinary share will be converted into

ordinary shares of 0.02 pence each (on the basis of 1.184 ordinary shares for every B ordinary share, and for which

purposes the Directors may capitalise such sum as may be necessary by paying up in full unissued ordinary shares of

0.02 pence each). Immediately following this conversion, there will be a bonus issue of 99 ordinary shares of 0.02

pence each for each ordinary share of 0.02 pence each. Thereafter, there will be a consolidation on the basis of one

ordinary share of 1 pence each for every 50 ordinary shares of 0.02 pence each then in issue.

The preference shares will be redeemed conditional on or simultaneous with the Admission of the company’s ordinary

share capital to the Official List of the UK Listing Authority.

Professor John Martin and Dr Kalevi Kurkijarvi will resign from the board of Directors as at the date of Listing.
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Directors and their interests

The Directors who held office during the year and their interests in the shares of the company were as follows:

Preference Ordinary shares
shares of 0.02p each

31 December 31 December

2002 2002

31 December (or date of 31 December (or date of

2003 appointment) 2003 appointment)

D M J Turner – – 40,541 40,541

Dr N R Parker – – 13,514 13,514

M D Williams 50,000 50,000 20,135 20,135

P S Keen – – – –

Dr K Kurkijarvi – – – –

Professor J F Martin – – 362,734 362,734

Sir Mark Richmond – – – –

Dr G N Vernon – – 13,518 13,518

Professor S Ylä-Herttuala – – 2,216,179 2,216,179

Dr W Plischke – – – –

Dr G N Vernon resigned as a Director of the company on 16 July 2003. Dr W Plishcke was appointed on 

9 November 2003. Professor J F Martin and Dr K Kurkijarvi resigned as Directors as at the date of Listing.

Dr N R Parker’s interests in the ordinary shares are held by Brecon Holdings Limited. The interests of Dr G N Vernon are

held by Ziggus Holdings Limited.

The Directors’ interests in the share options of Ark Therapeutics Limited are disclosed in the accounts of that company.

Directors’ report
continued
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Directors and their interests (continued)

The Directors who held office during the year had options to acquire shares in the company as follows:

Number at Number at Exercise

31 December 31 December price Date from which expiry

2002 Granted Cancelled 2003 £ exercisable date

P S Keen 60,000 – – 60,000 1.3800 24/5/01 23/5/2011

Sir Mark Richmond 60,000 – – 60,000 1.3800 24/5/01 23/5/2011

Professor J Martin 175,000 – – 175,000 0.6000 19/4/2000 ** 18/4/2010 

25,000 – – 25,000 1.0000 25/4/2000 ** 24/4/2010

75,000 – – 75,000 1.3800 24/5/2001 ** 23/5/2011

50,000 – – 50,000 1.4800 21/3/2002 ** 20/3/2012

– 25,000 – 25,000 1.0000 24/9/2003 ** 23/9/2013

Professor S Ylä-Herttuala 35,000 – – 35,000 1.0000 19/4/2000 ** 18/4/2010

30,000 – – 30,000 1.4800 21/3/2002 ** 20/3/2012

– 25,000 – 25,000 1.0000 24/9/2003 ** 23/9/2013

Dr N Parker 250,000 – – 250,000 0.0002 * 31/8/2008

504,404 – – 504,404 1.0000 * 24/4/2010

130,000 – – 130,000 0.0002 * 24/4/2010

214,000 – – 214,000 1.3800 24/5/2001 ** 23/5/2011

200,000 – – 200,000 1.4800 21/3/2002 ** 20/3/2012

– 175,000 – 175,000 1.0000 24/9/2003 ** 23/9/2013

M D Williams 150,000 – – 150,000 0.6000 * 5/12/2009

75,000 – – 75,000 1.0000 * 24/4/2010

75,000 – – 75,000 1.0000 25/4/2000 ** 24/4/2010

100,000 – – 100,000 1.3800 24/5/2001 ** 23/5/2011

72,729 – – 72,729 1.4800 21/3/2002 ** 20/3/2012

27,271 – – 27,271 1.4800 4/4/2002 ** 3/4/2012

– 90,000 – 90,000 1.0000 24/9/2003 ** 23/9/2013

G Vernon 60,000 – – 60,000 1.3800 24/5/2001 23/5/2011

Dr K Kurkijarvi 60,000 – – 60,000 1.3800 24/5/2001 23/5/2011

D Turner 200,000 – – 200,000 1.0000 28/4/2000 5/12/2009

60,000 – – 60,000 1.3800 24/5/2001 23/5/2011

85,000 – – 85,000 1.0000 25/4/2001 24/4/2010

2,773,404 315,000 – 3,088,404

* Exercisable on trade sale or listing   

** Exercisable over four years in equal installments

P S Keen holds his options on trust for Merlin General Partner Limited, as general partner of the Merlin L.P. 

Professor S Ylä-Herttuala and Dr K Kurkijarvi retained options over shares in Ark Therapeutics Limited, but, under an

agreement dated 12 July 2002 between Ark Therapeutics Limited, the Company and the individuals, on any exercise of

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 the individual.
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Statement of Directors’ responsibilities

United Kingdom company law requires the Directors to prepare financial statements for each financial year which give a

true and fair view of the state of affairs of the company and the group as at the end of the financial year and of the

profit or loss of the group for that period. In preparing those financial statements, the Directors are required to:

• select suitable accounting policies and then apply them consistently;

• make judgements and estimates that are reasonable and prudent;

• state whether applicable accounting standards have been followed, subject to any material departures disclosed and

explained in the financial statements; and

• prepare the financial statements on the going concern basis unless it is inappropriate to presume that the group will

continue in business.

The Directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any

time the financial position of the company and to enable them to ensure that the financial statements comply with the

Companies Act 1985. They are also responsible for safeguarding the assets of the group and hence for taking

reasonable steps for the prevention and detection of fraud and other irregularities.

Auditors

On 1 August 2003, Deloitte & Touche, the Company’s auditors transferred their business to Deloitte & Touche LLP, a

limited liability partnership incorporated under the Limited Liability Partnerships Act 2000. The Company’s consent has

been given to treating the appointment of Deloitte & Touche as extending to Deloitte & Touche LLP with effect from 

1 August 2003 under the provisions of section 26(5) of the Companies Act 1989. A resolution to re-appoint Deloitte &

Touche LLP as the Company’s auditor will be proposed at the forthcoming Annual General Meeting.

Approved by the board of Directors and signed on behalf of the board

M D Williams, Secretary

3 March 2004

Directors’ report
continued
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We have audited the financial statements of Ark Therapeutics Group plc for the year ended 31 December 2003 which

comprise the consolidated profit and loss account, the consolidated statement of total recognised gains and losses,

the balance sheets, the consolidated cash flow statement and the related notes 1 to 28. These financial statements

have been prepared under the accounting policies set out therein.

This report is made solely to the company’s members, as a body, in accordance with section 235 of the Companies

Act 1985. 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 auditors’ 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 auditors

As described in the statement of Directors' responsibilities, the company's Directors are responsible for the preparation

of the financial statements in accordance with applicable United Kingdom law and accounting standards. Our

responsibility is to audit the financial statements in accordance with relevant United Kingdom legal and regulatory

requirements and auditing standards.

We report to you our opinion as to whether the financial statements give a true and fair view and are properly prepared

in accordance with the Companies Act 1985. We also report if, in our opinion, the Directors’ report is not consistent with

the financial statements, if the company has not kept proper accounting records, if we have not received all the

information and explanations we require for our audit, or if information specified by law regarding Directors’

remuneration and transactions with the company and other members of the group is not disclosed.

We read the Directors’ report for the above year and consider the implications for our report if we become aware of

any apparent misstatements or material inconsistencies with the financial statements.

Basis of audit opinion

We conducted our audit in accordance with United Kingdom auditing standards issued by the Auditing Practices board.

An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial

statements. It also includes an assessment of the significant estimates and judgements made by the Directors in the

preparation of the financial statements and of whether the accounting policies are appropriate to the circumstances of

the company and the group, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered

necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial statements are

free from material misstatement, whether caused by fraud or other irregularity or error. In forming our opinion, we also

evaluated the overall adequacy of the presentation of information in the financial statements.

Opinion

In our opinion, the financial statements give a true and fair view of the state of affairs of the company and the group as

at 31 December 2003 and of the loss of the group for the year then ended and have been properly prepared in

accordance with the Companies Act 1985.

Deloitte & Touche LLP, Chartered Accountants and Registered Auditors

Cambridge

3 March 2004

Independent auditors’ report to the members of 
Ark Therapeutics Group plc
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Year ended Year ended
31 December 31 December

2003 2002
Notes £ £

Turnover 2 1,847 –

Cost of sales (644) –

Gross profit 1,203 –

Research and development (5,368,766) (5,020,879)

(5,367,563) (5,020,879)

Marketing costs (318,710) –

Other administrative expenses (4,225,520) (4,035,942)

Share-based compensation 593,691 1,156,050

Administrative expenses 3 (3,950,539) (2,879,892)

Other operating income 108,870 14,517

Operating loss 2 (9,209,232) (7,886,254)

Interest receivable 

and other similar income 4 457,640 764,680

Loss on ordinary activities 

before taxation 2,5 (8,751,592) (7,121,574)

Tax on loss on ordinary activities 7 650,949 1,398,818

Loss on ordinary activities after 

taxation, being retained

loss for the financial year 19,20 (8,100,643) (5,722,756)

Loss per share (basic and diluted) 9 (0.10) (0.07)

All activities derived from continuing operations.

The loss per share is based on the weighted average number of shares adjusted to reflect the restructuring of share

capital on Listing of the company (see note 28) and is presented as if the share restructuring had happened at the

beginning of the period under review.

Consolidated statement of total recognised 
gains and losses
year ended 31 December 2003

Year ended Year ended
31 December 31 December

2003 2002
£ £

Loss for the financial year (8,100,643) (5,722,756)

Currency translation losses on foreign currency net investments (12,741) (6,277)

Total recognised gains and losses relating to the year (8,113,384) (5,729,033)

Consolidated profit and loss account
year ended 31 December 2003



Ark Therapeutics Group plc 2003 Accounts 13

Year ended Year ended
31 December 31 December

2003 2002
Notes £ £

Fixed assets

Intangible assets 10 1,306,091 2,559,935

Tangible assets 11 834,838 682,040

Investments 12 – 235

2,140,929 3,242,210

Current assets

Stocks 13 9,200 –

Debtors 14 1,017,536 1,458,480

Cash at bank and in hand 9,157,565 15,889,104

10,184,301 17,347,584

Creditors: amounts falling due 

within one year 15 (2,582,764) (2,244,988)

Net current assets 7,601,537 15,102,596

Total assets less current liabilities 9,742,466 18,344,806

Creditors: amounts falling due

after more than one year 16 (486,808) (382,073)

Net assets 2 9,255,658 17,962,733

Capital and reserves 

Called up share capital 18 57,751 57,751

Merger reserve 19 36,988,989 36,988,989

Profit and loss account 19 (27,791,082) (19,084,007)

Shareholders’ funds 20 9,255,658 17,962,733

Shareholders’ funds may be analysed as:

Equity interests 9,205,658 17,912,733

Non-equity interests 50,000 50,000

9,255,658 17,962,733

These financial statements were approved by the board of Directors on 3 March 2004

Signed on behalf of the board of Directors

Dr N R Parker, Director

3 March 2004

Consolidated balance sheets
31 December 2003



14 Ark Therapeutics Group plc 2003 Accounts

Balance sheet
year ended 31 December 2003

Year ended Year ended
31 December 31 December

2003 2002
Notes £ £

Fixed assets

Investments 12 8,229 7,751

Current assets

Debtors 14 50,000 50,000

Cash at bank and in hand 26,288 11,056

76,288 61,056

Creditors: amounts falling due 

within one year 15 (24,478) (10,000)

Net current assets 51,810 51,056

Total assets less current liabilities,

being net assets 60,039 58,807

Capital and reserves 

Called up share capital 18 57,751 57,751

Profit and loss account 19 2,288 1,056

Equity Shareholders’ funds 60,039 58,807

Shareholders’ funds may be analysed as:

Equity interests 10,039 8,807

Non-equity interests 50,000 50,000

60,039 58,807

These financial statements were approved by the board of Directors on 3 March 2004

Signed on behalf of the board of Directors

Dr N R Parker, Director

3 March 2004



Ark Therapeutics Group plc 2003 Accounts 15

Year ended Year ended
31 December 31 December

2003 2002
Notes £ £

Net cash outflow from 

operating activities 21 (8,114,251) (7,433,678)

Returns on investments and 

servicing of finance 22 457,640 764,680

Taxation 22 1,033,813 365,954

Capital expenditure and 

financial investment 22 (256,661) (582,189)

Cash outflow before financing (6,879,459) (6,885,233)

Financing 22 169,916 254,164

Decrease in cash in the year 23 (6,709,543) (6,631,069)

Consolidated cash flow statement
year ended 31 December 2003
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1 Accounting policies

A summary of the principal accounting policies, all of
which have been applied consistently throughout the year
and the preceding year, is set out below.

Basis of accounting
The financial statements have been prepared under the
historical cost convention and in accordance with
applicable accounting standards.

Basis of consolidation
The group financial statements consolidate the financial
statements of the company and its subsidiary
undertakings drawn up to 31 December each year.

Corporate restructuring
During 2002, the group carried out a corporate
restructuring consisting of the introduction of a new
holding company. On 24 April 2002 the company
acquired the entire issued ordinary share capital of Ark
Therapeutics Limited in exchange for the issue of shares
to shareholders on a one-for-one basis. The restructuring
represented a change in the identity of the holding
company rather than an acquisition of the business.
Consequently, the restructuring has been accounted for
using merger accounting principles.

Under merger accounting, the results of the company
and Ark Therapeutics Limited are combined from the
beginning of the financial period in which the merger
occurred. Profit and loss account and balance sheet
comparatives are restated on the combined basis and
adjustments are made to achieve consistency of
accounting policies where necessary.

The company has applied section 131 of the Companies
Act 1985 and recorded the investment in Ark
Therapeutics Limited at the nominal value of shares
issued.

On 15 August 2002 Ark Therapeutics Group plc was re-
registered as a private company, Ark Therapeutics Group
Limited and on 25 February 2004 the company was re-
registered as a public limited company.

Other acquisitions
Other than in respect of the corporate restructuring
above, the results of subsidiaries acquired or sold are
consolidated for the periods from or to the date on which
control passed. Acquisitions are accounted for under the
acquisition method.

Intangible fixed assets – Goodwill
Goodwill arising on the acquisition of subsidiary
undertakings and businesses, representing any excess of

the fair value of the consideration given over the fair value
of the identifiable assets and liabilities acquired, is
capitalised and written off on a straight line basis over its
useful economic life. Provision is made for any
impairment.

Research and development
Research and development expenditure is written off as
incurred. 

Tangible fixed assets
Tangible fixed assets are stated at cost, net of
depreciation and provision for impairment. Depreciation is
provided on all tangible fixed assets, at rates calculated to
write off the cost, less estimated residual value, of each
asset on a straight line basis over its expected useful life,
as follows:
Leasehold improvements 20 per cent. per annum 

or the life of the lease
Laboratory equipment 20 per cent. per annum
Office equipment 33 per cent. per annum

Foreign exchange
Transactions of the company denominated in foreign
currencies are translated into sterling at the rates ruling at
the dates of the transaction or, if hedged, at the forward
contract rate. Monetary assets and liabilities denominated
in foreign currencies at the balance sheet date are
translated at the rates ruling at that date or, if appropriate,
at the forward contract rate.

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 overseas operations
and on foreign currency borrowings are reported in the
statement of total recognised gains and losses. All other
exchange differences are included in the profit and loss
account.

Leases
Assets held under finance leases, which confer rights and
obligations similar to those attached to owned assets, are
capitalised as tangible fixed assets and are depreciated
over the shorter of the lease terms and their useful lives.
The capital elements of future lease obligations are
recorded as liabilities, while the interest elements are
charged to the profit and loss account over the period of
the leases to produce a constant rate of charge on the
balance of capital repayments outstanding. Hire purchase
transactions are dealt with similarly, except that assets are
depreciated over their useful lives.

Rentals under operating leases are charged on a straight-
line basis over the lease term, even if the payments are
not made on such a basis.

Notes to the accounts
year ended 31 December 2003
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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 recognised in respect of all timing
differences that have originated but not reversed at the
balance sheet date where transactions or events that
result in an obligation to pay more tax in the future or a
right to pay less tax in the future have occurred at the
balance sheet date. Timing differences are differences
between the Company’s taxable profits and its results as
stated in the accounts that arise from the inclusion of
gains and losses in tax assessments in periods different
from those in which they are recognised in the accounts.

A net deferred tax asset is regarded as recoverable and
therefore recognised only when, on the basis of all
available evidence, it can be regarded as more likely than
not that there will be suitable taxable profits from which
the future reversal of the underlying timing differences
can be deducted.

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

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

Related party transactions
Under the provisions of Financial Reporting Standard No 8
‘Related party transactions’, the company is not required
to disclose details of related party transactions with its
wholly owned subsidiaries, which are eliminated on
consolidation.

Investments
Fixed asset investments are shown at cost less provision
for impairment.

Stocks
Stocks are stated at the lower of cost and net realisable
value.

Pension costs
The group makes contributions to employees’ personal
pension plans. The amount charged to the profit and loss
account 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 as either accruals or prepayments in the balance
sheet.

Government grants
Government grants relating to tangible fixed assets are
treated as deferred income and released to the profit and
loss account over the expected useful lives of the assets
concerned. Other grants are credited to the profit and
loss account as the related expenditure is incurred.

Employee share option schemes
In accordance with Urgent Issues Task Force Abstract 17
“Employee share schemes”, the cost of awards to
employees that take the form of shares or rights to
shares is recognised as a charge to the profit and loss
account. The amount received, which is the difference
between the market value at the date of grant and any
exercise price, is charged to the profit and loss account
over the period the shares are vested, with a
corresponding credit to reserves.

Derivative financial instruments
The group uses derivative financial instruments to reduce
exposure to foreign exchange risk. The group does not
hold or issue derivative financial instruments for
speculative purposes.

For a forward foreign exchange contract to be treated as
a hedge the instrument must be related to actual foreign
currency assets or liabilities or to a probable commitment.
It must involve the same currency or similar currencies as
the hedged item and must also reduce the risk of foreign
currency exchange movements on the group's
operations. Gains and losses arising on these contracts
are deferred and recognised in the profit and loss
account, or as adjustments to the carrying amount of
fixed assets, only when the hedged transaction has itself
been reflected in the group's financial statements.

If an instrument ceases to be accounted for as a hedge,
for example because the underlying hedged position is
eliminated, the instrument is marked to market and any
resulting profit or loss recognised at that time.
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Notes to the accounts
year ended 31 December 2003

2 Segment information

There is only one class of business, which is the discovery, development and commercialisation of products in areas 

of specialist medicine with particular focus on vascular disease and cancer.

The analysis of operating loss, loss before taxation and the net assets of the group by geographical segment is 

as follows:

Year ended
31 December 2003

UK Finland US Total
£ £ £ £

Operating loss (7,222,401) (1,731,455) (255,376) (9,209,232)

Loss before taxation (6,767,838) (1,728,348) (255,376) (8,751,592)

Net assets 9,297,360 57,820 (99,522) 9,255,658

Year ended

31 December 2002

UK Finland US Total
£ £ £ £

Operating loss (6,632,625) (1,253,629) – (7,886,254)

Loss before taxation (5,861,265) (1,260,309) – (7,121,574)

Net assets 17,947,398 15,335 – 17,962,733

3 Administrative expenses

The share-based compensation credit in 2002 of £1,156,050 arose from revision of the assumptions within the

calculation of the share-based compensation provision to include both shares in issue and shares to be issued and is in

respect of shares or share options which have been granted or will be granted or issued at less than fair value on listing

on a recognised stock exchange. These share options are exercisable upon the listing of the company on a

recognised stock exchange.

The share-based compensation credit of £593,691 in the year ended 31 December 2003 arose from a further

reassessment of the expected number of share options to be granted or shares to be issued on listing.

Administrative expenses include £nil (2002 - £792,931) of exceptional expenses incurred in connection with the

company’s application for listing on the London Stock Exchange in 2002. In May 2002, the Directors decided to

postpone the application.

4 Finance income
2003 2002

£ £

Bank interest 457,640 764,680
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5 Loss on ordinary activities before taxation
2003 2002

£ £

Loss on ordinary activities before taxation is after charging:

Depreciation:

Owned assets 144,612 80,950

Held under finance leases 11,338 4,740

Amortisation of goodwill 1,253,844 1,253,842

Auditors’ remuneration

To Deloitte & Touche LLP for audit services 18,000 14,000

To Deloitte & Touche LLP for non-audit services 122,198 10,000

To Arthur Andersen for audit services – 4,210

To Arthur Andersen for non-audit services – 188,767

Operating lease rentals

Plant and machinery 11,708 4,763

Property 233,844 139,782

Government grants (115,907) (11,646)

The audit fees in respect of the company are borne by its wholly owned subsidiary undertaking, Ark 

Therapeutics Limited.

6 Information regarding Directors and employees

The total amounts for directors’ remuneration were as  follows:
2003 2002

£ £

Directors’ remuneration

Emoluments 621,668 608,419

Money purchase pension contributions 32,200 29,250

653,868 637,669

Directors’ emoluments

Benefits 2003 2002

Fees in kind Bonus total total

£ £ £ £ £

Executive 

Professor J Martin 37,500 – – 37,500 37,500

Professor S Ylä-Herttuala 50,000 – – 50,000 50,000

Dr N Parker 196,000 1,260 73,600 270,860 261,108

M D Williams 148,000 1,008 48,300 197,308 195,311

431,500 2,268 121,900 555,668 543,919
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Notes to the accounts
year ended 31 December 2003

6 Information regarding Directors and employees (continued)

Directors’ emoluments

Benefits 2003 2002
Fees in kind Bonus total total

£’000 £’000 £’000 £’000 £’000

Non-executive 

P S Keen – – – – –

Sir Mark Richmond 12,500 – – 12,500 12,500

G Vernon – – – – –

Dr K Kurkijarvi 12,500 – – 12,500 12,500

D Turner 41,000 – – 41,000 39,500

Dr W Plischke – – – – –

66,000 – – 66,000 64,500

621,668 608,419

Fees paid to third parties for the services of P S Keen were £12,500 (2002 - £12,500), for the services of Dr G N Vernon

were £7,294 (2002 - £12,500) and for W Plischke were £2,084 (2002 - £nil).

Pension contributions were made into personal pension plans on behalf of two Directors (2002 - two) as follows:

2003 2002
£ £

Dr N Parker 18,400 15,937

M D Williams 13,800 13,313

32,200 29,250

Further details of Directors’ interests and options are included within the Directors’ report.

2003 2002
No No

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

Finance and administration 8 8

Development 8 7

Manufacturing 19 10

Research 16 14

51 39

2003 2002
£ £

Their aggregate remuneration (including directors) comprised:

Wages and salaries 2,288,245 1,692,985

Social security costs 266,275 179,049

Other pension contributions 216,290 133,437

Government grants 2,770,810 2,005,471

The wages and salaries analysis above excludes the effects of the share-based compensation credit during the year of

£593,691 (2002 - £1,156,050).
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7 Tax on loss on ordinary activities

Tax credit comprises:

2003 2002
£ £

Current tax:

UK corporation tax – research and development tax credit (650,000) (644,618)

Finnish tax credit (949) –

Adjustments in respect of prior years:

– Research and development tax credit 

9 months ended 31 December 2001 – (388,326)

– Research and development tax credit 

year ended 31 March 2001 – (365,874)

Tax loss on ordinary activities (650,949) (1,398,818)

The tax assessed for the year differs from the standard rate of corporation tax in the UK 30% (2002 - 30%). 

The differences are explained below:

Loss on ordinary activities before tax (8,751,592) (7,121,574)

Tax on loss on ordinary activities at standard rate (2,625,478) (2,136,472)

Factors affecting credit for the year:

Expenses not deductible for tax purposes 5,390 269,542

Share based compensation (178,107) (346,000)

Capital allowances in deficit of depreciation 5,553 7,735

Losses not recognised 1,767,219 1,135,910

Movements in short term timing differences 14,621 (38,094)

Goodwill amortisation 376,153 376,153

Differences in rate for research and development relief (16,246) 83,172

Differences in respect of prior years – (750,764)

Other movements (54) –

Current tax credit for year (650,949) (1,398,818)

The company has tax losses available to carry forward against future taxable profits, subject to agreement with the

Inland Revenue.

No deferred tax asset has been recognised in respect of timing differences relating primarily to tax losses as there is

insufficient evidence that the asset would be recoverable. The amount of asset not recognised is £5,893,193 

(2002 - £4,219,236). The asset is expected to be recoverable when the company generates sufficient profits.
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8 Profit attributable to Ark Therapeutics Group plc

The profit for the financial year dealt with in the financial statements of Ark Therapeutics Group plc, was £1,232 

(2002 - £1,056). As permitted by Section 230 of the Companies Act 1985, no separate profit and loss account is

presented in respect of the parent company.

9 Loss per share

FRS 14 requires presentation of diluted earnings per share when a company could be called upon to issue shares that

would decrease net profit or increase net loss per share. For a loss making company with outstanding share options,

net loss per share would only be increased by the exercise of out-of-the-money options. Since it seems inappropriate

to assume that option holders would exercise out-of-the-money options, no adjustment has been made to diluted loss

per share for out-of-the-money share options.

The loss per share is based on the weighted average number of shares adjusted to reflect the restructuring of share

capital on listing of the company (see note 28) and is presented as if the share restructuring had happened at the

beginning of the period under review.

The calculation of basic and diluted loss per ordinary share is based on a loss of £8,100,643 (2002 - £5,722,756) and

on 81,106,688 (2002 - 81,106,688) ordinary shares, being the weighted average number of ordinary shares in issue

during the year.

10 Intangible fixed assets
Group

Goodwill
£

Cost 

At 1 January 2003 and 31 December 2003 5,015,380

Amortisation

At 1 January 2003 2,455,445

Charge for the year 1,253,844

At 31 December 2003 3,709,289

Net book value

At 31 December 2003 1,306,091

At 31 December 2002 2,559,935

The company had no intangible fixed assets (2002 - nil).

Notes to the accounts
year ended 31 December 2003



Ark Therapeutics Group plc 2003 Accounts 23

11 Tangible fixed assets
Group

Leasehold Laboratory Office
improvements equipment equipment Total

£ £ £ £

Cost 

At 1 January 2003 254,116 494,609 140,234 888,959

Additions 82,515 89,827 84,319 256,661

Disposals – – (5,629) (5,629)

Exchange adjustment 21,161 35,786 3,395 60,342

At 31 December 2003 357,792 620,222 222,319 1,200,333

Depreciation

At 1 January 2003 – 139,445 67,474 206,919

Charge for the year 40,243 75,642 40,065 155,950

Disposals – – (5,629) (5,629)

Exchange adjustment 238 6,814 1,203 8,255

At 31 December 2003 40,481 221,901 103,113 365,495

Net book value

At 31 December 2003 317,311 398,321 119,206 834,838

At 31 December 2002 254,116 355,164 72,760 682,040

The net book value of assets held under finance leases at 31 December 2003 was £nil (2002 - £11,338).

The company owned no fixed assets during the year.
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12 Investments held as fixed assets
Group

Group Company

2003 2002 2003 2002

£ £ £ £

Subsidiary undertakings – – 8,229 7,751

Other investments and loans – 235 – –

– 235 8,229 7,751

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.
Country of

incorporation Holding %

Ark Therapeutics Limited England Ordinary 100

Ark Therapeutics Oy Finland Ordinary 100

KerraTec Inc. USA Ordinary 100

The principal activity of each of the companies above is the discovery, development and commercialisation of products

in areas of specialist medicine.

The investment in Ark Therapeutics Oy is held by Ark Therapeutics Limited.

Subsidiary undertaking
£

Cost and net book value

At 1 January 2003 7,751

Additions 478

At 31 December 2003 8,229

Acquisition of subsidiary undertaking

As disclosed in note 1, the company acquired 100% of the issued share capital of Ark Therapeutics Limited on 24 April

2002 in exchange for the issue of ordinary shares of 0.02p each in the company on a one-for-one basis. In accordance

with Sections 131 and 133 of the Companies Act 1985, the company has taken no account of any premium on the

shares issued and has recorded the cost of the investment at the nominal value of the shares issued.

On 23 December 2003, KerraTec Inc. was incorporated in Delaware, USA and 85,000 ordinary shares of $0.01 each in

that company were acquired by the company.

13 Stocks

As at 31 December 2003, the group held stocks of finished goods of £9,200 (2002 - £nil). No stocks were held by the

company.

Notes to the accounts
year ended 31 December 2003
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14 Debtors
Group Company

2003 2002 2003 2002

£ £ £ £

Amounts falling due within one year:

VAT 113,648 246,046 – –

Other debtors 51,429 50,000 50,000 50,000

Prepayments and accrued income 202,459 119,270 – –

Research and development tax credits receivable 650,000 1,032,864 – –

1,017,536 1,448,180 50,000 50,000

Amounts falling due after one year:

Other debtors – 10,300 – –

1,017,536 1,458,480 50,000 50,000

15 Creditors: amounts falling due within one year

Group Company

2003 2002 2003 2002

£ £ £ £

Obligations under finance leases – 5,867 – –

Other loans 47,478 10,886 – –

Trade creditors 171,096 434,271 – –

Amounts owing to subsidiary undertakings – – 24,478 10,000

Other taxes and social security 56,962 63,027 – –

Other creditors 12,224 21,180 – –

Accruals and deferred income 2,295,004 1,709,757 – –

2,582,764 2,244,988 24,478 10,000

16 Creditors: amounts falling due after more than one year
Group

2003 2002

£ £

Other loans 486,808 382,073

Borrowings are repayable as follows:

Finance leases:

Within one year – 5,867

Other loans:

In more than one year but not more than two years 87,996 96,093

In more than two years but not more than five years 297,705 191,281

In more than five years 101,107 94,699

486,808 382,073

In one year or less, or on demand 47,478 10,886

534,286 392,959

The company had no creditors falling due after more than one year (2002 - £nil).
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16 Creditors: amounts falling due after more than one year (continued)

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 installments beginning in January 2002 

(or later if such repayments would leave ATO with insufficient distributable funds) and has an interest rate of 1% 

below Finnish Bank base rate, with a minimum rate of 3%. In total, €74,447 were borrowed (out of an available facility 

of €134,550).

In February 2000, ATO entered into a second eight year term loan with TEKES. The loan is repayable in installments

beginning in February 2004 (or later if such repayments would leave ATO with insufficient distributable funds) and has

an interest rate of 1% below Finnish Bank base rate, with a minimum rate of 3%. In total €155,237 were borrowed (out

of an available facility of €181,643 ).

In March 2002, ATO entered into a seven year term loan with the Finnish Government Agency FINNVERA. The loan is

repayable in installments beginning in September 2003. The loan has an interest rate of Euribor 6 plus 2.27%. In total,

€370,013 were borrowed (out of an available facility of €370,013). Ark Therapeutics Limited has given a guarantee 

to FINNVERA as a security for the loan. In addition, ATO has pledged floating charges amounting to €370,000 to

FINNVERA.

In December 2002 ATO entered into an eight year term loan with TEKES. The loan is repayable in installments

beginning in 2007 and has an interest rate of 3% below Finnish Bank base rate, with a minimum rate of 1%. In total,

€191,024 were borrowed (out of an available facility of €238,780).

17 Derivatives and other financial instruments

The numerical disclosures in this note deal with financial assets and financial liabilities as defined in Financial Reporting

Standard 13 “Derivatives and other financial instruments: Disclosures” (“FRS 13”). For this purpose non-equity shares

issued by the company are dealt with in the disclosures in the same way as the group’s financial liabilities but separately

disclosed. Certain financial assets such as investments in subsidiary and associated companies are also excluded from

the scope of these disclosures.

As permitted by FRS 13, short term debtors and creditors have been excluded from the disclosures, other than the

currency disclosures.

Interest rate profile

The group has no financial assets other than sterling cash deposits of £8,917,766 (2002 - £15,731,833), US dollar cash

deposits of £87,162 (2002 - £nil) and Euro cash deposits of £152,637 (2002 - £157,271) which are part of the financing

arrangements of the group. All cash deposits are all available at a maximum of 24 hours’ notice. The benchmark rate

for determining interest receivable on floating rate assets is linked to the base rate of the relevant country.

The interest rate profile of the group’s financial liabilities at 31 December 2003 was as follows:

Currency
Floating Interest

Total rate Fixed rate free

£ £ £ £

Sterling

– Borrowings – – – –

– Non-equity shares 50,000 – – 50,000

Euro 534,286 534,286 – –

Total 584,286 534,286 – 50,000

Notes to the accounts
year ended 31 December 2003



Ark Therapeutics Group plc 2003 Accounts 27

17 Derivatives and other financial instruments (continued)

The profile at 31 December 2002 for comparison purposes was as follows.

Currency

Floating Interest
Total rate Fixed rate free

£ £ £ £

Sterling

– Borrowings 5,867 – 5,867 –

– Non-equity shares 50,000 – – 50,000

Euro 392,959 392,959 – –

Total 448,826 392,959 5,867 50,000

There were no fixed rate borrowings as at 31 December 2003. At 31 December 2002, sterling fixed rate borrowings

totalled £5,867 on finance leases at 16.9% interest for the remaining 10 months. There were no non-sterling fixed rate

borrowings at any of these periods.

The only interest-free liabilities are the £50,000 of redeemable preference shares (2002 - £50,000). These are

repayable at any time at the option of the company.

The interest rate on floating rate financial liabilities is linked to Euribor in the case of Euro liabilities.

Further details of interest rates on long term borrowings are given in note 16. The group had undrawn committed

borrowing facilities at 31 December 2003, in respect of which all conditions precedent had been met, of £94,771

expiring in more than two years (2002 - £259,822 expiring in more than two years).

Currency exposures

The table below shows the group’s currency exposures; in other words, those transactional (or non-structural)

exposures that give rise to the net currency gains and losses recognised in the profit and loss account. Such

exposures comprise the monetary assets and monetary liabilities of the group that are not denominated in the

operating (or “functional”) currency of the operating unit involved. As at 31 December 2003 these exposures were as

follows:

Functional currency of group operation
Net foreign currency monetary liabilities

Sterling US Dollar Euro Total

£ £ £ £

Sterling – 159,551 20,379 179,930

US dollar 100,000 – – 100,000

Total 100,000 159,551 20,379 279,930

The exposures at 31 December 2002 for comparison purposes were as follows:

Functional currency of group operation
Net foreign currency monetary liabilities

Sterling US Dollar Euro Total

£ £ £ £

Sterling – 157,716 60,596 218,312

US dollar – – – –

Total – 157,716 60,596 218,312
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17 Derivatives and other financial instruments (continued)

As at 31 December 2003 the group also held open a foreign currency forward contract that the group had taken out to

hedge certain expected future foreign currency costs. At 31 December 2003 the group had a firm commitment to

purchase $1,000,000 at a fixed rate of $1.607 to one pound (2002 - £nil).

Maturity of financial liabilities
The maturity profile of the group’s financial liabilities at 31 December 2003 was as follows:

Non-equity Total Total

shares Borrowings 2003 2002

£ £ £ £

In one year or less 50,000 47,478 97,478 66,753

In more than one year but not more than two years – 87,996 87,996 96,093

In more than two years but not more than five years – 297,687 297,687 191,281

In more than five years – 101,107 101,107 94,699

50,000 534,268 584,268 448,826

The group had undrawn committed borrowing facilities as at 31 December 2003 as disclosed in note 16.

Fair values

The Directors consider there to be no material difference between the book value of financial instruments and their fair

value at the balance sheet dates.

Gains and losses on hedges

The group enters into forward foreign currency contracts to eliminate the currency exposures that arise on purchases

denominated in foreign currencies. Changes in the fair value of instruments used as hedges are not recognised in the

financial statements until the hedged position matures. The Directors do not consider that the amount of unrecognised

gains and losses is material as at 31 December 2003.

18 Called up share capital
2003 2002

£ £

Authorised

4,975,210,397 ordinary shares of 0.02p each 995,042 995,042

15,032,846 A ordinary shares of 0.02p each 3,007 3,007

9,756,757 B ordinary shares of 0.02p each 1,951 1,951

50,000 preference shares of £1 each 50,000 50,000

1,050,000 1,050,000

Called up, allotted and fully paid

13,968,498 ordinary shares of 0.02p each 2,793 2,793

15,032,846 A ordinary shares of 0.02p each 3,007 3,007

9,756,757 B ordinary shares of 0.02p each 1,951 1,951

50,000 preference shares of £1 each 50,000 50,000

57,751 57,751

Notes to the accounts
year ended 31 December 2003
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18 Called up share capital (continued)

The terms of the A and B ordinary shares have a number of rights and restrictions attached to them as set out below:

Pre-emption

All shares proposed to be issued must first be offered to shareholders pro rata to their existing holdings of shares. For

this purpose, each A or B ordinary share held is treated as if it had been converted into an ordinary share.

If a holder of A or B ordinary shares wishes to transfer the shares to a third party, the transferor must first offer the

shares to existing shareholders of the same class and then to other existing shareholders.

Conversion

Upon a listing or sale of the company all of the A or B ordinary shares convert into ordinary shares. The number of

ordinary shares issued for each A or B ordinary share redeemed will be based on the A or B conversion rate

immediately prior to the listing.

Income priority

Subject to the rights of the non-voting redeemable preference shares as set out below, any profits determined by the

company to be distributed will be applied thereafter in paying a dividend to the holders of A and B ordinary shares. This

convertible distribution amount will be distributed amongst the holders of A ordinary shares and B ordinary shares (pari

passu as if the same constituted one class of share) according to the number of ordinary shares deemed to be held by

the shareholders.

Capital priority

Subject to the rights of the non-voting redeemable preference shares as set out below, holders of A ordinary shares

and B ordinary shares rank ahead of the holders of ordinary shares upon any winding-up or other return of capital of

the company. The A ordinary shares and B ordinary shares rank equally in this regard.

Change of control

If a group of shareholders between them representing a controlling interest in the issued equity share capital of the

company accept an offer to sell their shares to a third party, the remaining shareholders will be bound to also accept

the offer.

On 24 April 2002, the company acquired 100% of the share capital of Ark Therapeutics Limited in a share for share

exchange with the shareholders of Ark Therapeutics Limited.

At an extraordinary general meeting on 17 April 2002, shareholders voted to create 50,000 non-voting redeemable

preference shares of £1 each. On 25 April 2002, 50,000 redeemable preference shares were allotted to Mr M D

Williams following receipt of an irrevocable and unconditional undertaking by M D Williams to pay £1 in cash in

subscription for each of the shares. The terms of the redeemable preference shares have a number of rights and

restrictions as set out below:

a) Income

Holders of preference shares will not have the right to participate in any profits of the company available for

distribution at any time prior to December 2005. Thereafter, holders of preference shares will have the right to

receive a fixed cumulative preferential dividend at the rate of 0.1 per cent per annum on the paid-up issued shares,

such shares ranking for dividend in priority to all other shares in issue.
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18 Called up share capital (continued)

b) Capital

On a winding-up or other return of capital, holders of preference shares have the right to receive repayment in full of

the paid-up capital plus any arrears of the preferential dividend, such returns of capital ranking in priority to all other

shares.

c) Redemption

The preference shares will be redeemed conditional on or simultaneous with the admission of the company’s

ordinary share capital to the Official List of the UK Listing Authority or, if earlier, on 31 December 2005. The company

may, at its option, redeem all or any of the preference shares at any time prior to this.

d) Voting

Holders of the preference shares will not be entitled to vote at general meetings of the company unless at the date

of any notice convening the meeting any redemption monies or preferential dividend are at least three months in

arrears.

Share options

Options have been granted to subscribe for ordinary shares to the company as follows:

Exercise price Exercise

Grant date per share period Number

September 1998 0.0002 (1) 250,000

November 1998 0.6000 (2) 37,500

November 1999 0.6000 (3) 100,000

December 1999 1.0000 (4) 200,000

December 1999 0.6000 (5) 150,000

April 2000 0.6000 (6) 175,000

April 2000 0.0002 (7) 130,000

April 2000 1.0000 (7) 579,404

April 2000 1.0000 (8) 401,000

May 2001 1.3800 (9) 946,000

July 2001 1.3800 (10) 22,500

November 2001 1.4800 (11) 25,000

March 2002 1.4800 (12) 468,640

April 2002 1.4800 (13) 183,860

August 2002 1.4800 (14) 25,000

September 2003 1.0000 (15) 687,500

4,381,404

(1) Exercisable on trade sale or listing on recognised stock exchange through to 30 September 2008.

(2) Exercisable from 23 November 2001 to 22 November 2008.

(3) Exercisable from 1 November 2002 to 31 October 2009.

(4) Exercisable from 28 April 2000 to 5 December 2009.

(5) Exercisable on trade sale or listing on recognised stock exchange through to 5 December 2009.

(6) Exercisable in four installments from 19 April 2004 to 18 April 2010.

(7) Exercisable on trade sale or listing on recognised stock exchange through to 24 April 2010.

(8) Exercisable in four installments from 25 April 2000 to 24 April 2010.

(9) Exercisable in four installments from 24 May 2001 to 23 May 2011.

(10) Exercisable in four installments from 4 July 2001 to 3 July 2011.

(11) Exercisable in four installments from 20 November 2001 to 19 November 2011.

(12) Exercisable in four installments from 21 March 2002 to 20 March 2012.

(13) Exercisable in four installments from 4 April 2002 to 3 April 2012.

(14) Exercisable in four installments from 31 August 2002 to 30 August 2012.

(15) Exercisable in four installments from 24 September 2003 to 23 September 2013.

Notes to the accounts
year ended 31 December 2003
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18 Called up share capital (continued)

By an agreement dated 6 December 1999, Ark Therapeutics Limited agreed with M D Williams to grant, as an incentive

to achieving an initial public offering and for nil consideration, an option over a variable number of ordinary shares, not

exceeding 300,000 in number, depending on the valuation of Ark Therapeutics Limited immediately before listing on a

recognised stock exchange at an exercise price of £0.60 per ordinary share.

By an agreement dated 31 July 1998, Ark Therapeutics Limited agreed with Dr N R Parker to grant, as an incentive to

achieving an initial public offering and for nil consideration, an option over a variable number of ordinary shares, not

exceeding 3 per cent of the issued ordinary share capital (as increased by the placing) of Ark Therapeutics Limited at

an exercise price of £0.60.

Both options were exercisable from listing on a recognised stock exchange, M D Williams’ until 5 December 2009, and

Nigel Parker’s until 30 July 2008.

On 7 August 2003, the options granted or to be granted to M D Williams and Dr N R Parker under the agreements

above were cancelled.

19 Statement of movements on reserves

Group
Profit

Merger and loss
reserve account Total

£ £ £

At 1 January 2003 36,988,989 (19,084,007) 17,904,982

Loss for the financial year – (8,100,643) (8,100,643)

Share-based compensation – (593,691) (593,691)

Currency translation differences on foreign 

currency net investment – (12,741) (12,741)

At 31 December 2003 36,988,989 (27,791,082) (9,197,907)

Company
Profit

and loss
account

£

At 1 January 2003 1,056

Profit for the financial year 1,232

At 31 December 2003 2,288
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20 Reconciliation of movements in consolidated shareholders’ funds

2003 2002

£ £

Loss for the financial year (8,100,643) (5,722,756)

Share-based compensation (593,691) (1,156,050)

Other recognised gains and losses relating to the year (12,741) (6,277)

New shares issued – 50,000

Net reduction in shareholders’ funds (8,707,075) (6,835,083)

Opening shareholders’ funds 17,962,733 24,797,816

Closing shareholders’ funds 9,255,658 17,962,733

21 Net cash outflow from operating activities

2003 2002

£ £

Operating loss (9,209,232) (7,886,254)

Depreciation charge 155,950 85,690

Amortisation of goodwill 1,253,844 1,253,842

Decrease (increase) in debtors 68,622 (192,338)

Increase in stocks (9,200) –

Increase in creditors 219,456 461,432

Share based compensation (593,691) (1,156,050)

Net cash outflow from operating activities (8,114,251) (7,433,678)

22 Analysis of cash flows for headings netted in the cash flow statement

2003 2002

£ £

Returns on investments and servicing of finance

Interest received 457,640 764,680

Taxation

Research and development tax credit 1,033,813 365,954

Capital expenditure and financial investment

Payments to acquire tangible fixed assets (256,661) (582,189)

Financing

Capital element of finance lease rental repayments (5,867) (5,867)

Repayment of loans (33,638) –

New loans 209,421 260,031

Net cash inflow from financing 169,916 254,164

Notes to the accounts
year ended 31 December 2003
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23 Analysis of changes in net funds
At 31

At 1 January Cash Foreign December

2003 flows exchange 2003

£ £ £ £

Cash at bank and in hand 15,889,104 (6,709,543) (21,996) 9,157,565

Finance leases (5,867) 5,867 – –

Loans - due within one year (10,886) (38,227) 1,635 (47,478)

Loans - due outside of one year (382,073) (137,556) 32,821 (486,808)

Net funds 15,490,278 (6,879,459) 12,460 8,623,279

24 Reconciliation of net cash flow to movement in net funds
2003

£

Decrease in cash in the year (6,709,543)

Cash outflow from decrease in lease financing 5,867

New loan notes (175,783)

Change in net funds arising from cash flows (6,879,459)

Foreign exchange 12,460

(6,866,999)

Net funds at beginning of year 15,490,278

Net funds at end of year 8,623,279

25 Pension arrangements
The group makes contributions to employees’ personal pension plans for which the pension cost charge for the year

amounted to £207,793 (2002 - £133,437).

26 Financial commitments
Operating lease commitments

At 31 December 2003 the group was committed to making the following payments during the next year in respect of

operating leases:
Land and

buildings Other

2003 2002 2003 2002

£ £ £ £

Leases which expire:

Within one year 19,594 88,197 1,297 3,192

Within two to five years 214,154 89,689 10,952 –
233,748 177,886 12,249 3,192
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27 Related party transactions

The following transactions took place during the year at arm’s length:

Professor J F Martin and Professor S Ylä-Herttuala, both shareholders and Directors of the company and group

companies during the year, charged consultancy fees of £36,000 (2002 - £34,200) and £48,500 (2002 - £48,500)

respectively. These fees were not in respect of their services as Directors, but were included within Directors’

remuneration. At 31 December 2003, £48,484 (2002 - £38,636) was owed to Professor S Ylä-Herttuala, and 

£3,000 (2002 - £3,125) was owed to Professor J F Martin.

Merlin Ventures Limited, the 100% owner of Merlin Equity Limited, a shareholder of the company, recharged expenses

incurred on behalf of the company of £528 (2002 - £99) at cost and Director's fees for the services of P S Keen of

£12,500 (2002 £12,500). At 31 December 2003, £6,252 (2002 - £3,126) was owed to Merlin Ventures Limited. 

P S Keen is also a Director of Merlin Ventures Limited.

Nomura International plc, a shareholder of the company, recharged expenses incurred on behalf of the company of 

£nil (2002 - £15,371) and Directors' fees in respect of Dr G N Vernon and Dr W Plischke of £9,378. 

At 31 December 2003, £2,084 was owed to Nomura International plc.

University College London has a controlling interest in UCL Cruciform, a shareholder of the company. £177,220 

(2002 - £189,868) was charged by University College London for services provided under collaboration agreements

with the company. Additionally, £45,858 (2002 - £100,858) was paid to the University as grants. At the year end,

£113,821 was outstanding (2002 - £243,917).

28 Post balance sheet events

On 16 January 2004, by a special resolution passed by the shareholder of the company, the share capital of the

company was increased to £58,086 by the creation of 175,000 ordinary shares of 0.02p each, 1,250,000 

non-convertible C ordinary shares of 0.02 pence each and 250,000 non-convertible D ordinary shares of 0.02 pence

each, each having the rights and being subject to the restrictions and obligations set out in the articles of association.

The non-convertible C ordinary shares and the non-convertible D ordinary shares, were issued to a Family Benefit Trust

in respect of Nigel Parker and Martyn Williams respectively and will, conditional upon and simultaneously with

Admission, be redeemed by the company and in their place a number of new ordinary shares will be issued to the

Family Benefit Trust.

Under a special resolution passed during February 2004, simultaneously upon Listing, each A ordinary share in issue at

that time will be converted into one ordinary share of 0.02 pence each and each B ordinary share will be converted into

ordinary shares of 0.02 pence each (on the basis of 1.184 ordinary shares for every B ordinary share, and for which

purposes the Directors may capitalise such sum as may be necessary by paying up in full unissued ordinary shares of

0.02 pence each). Immediately following this conversion, there will be a bonus issue of 99 ordinary shares of 0.02

pence each for each ordinary share of 0.02 pence each. Thereafter, there will be a consolidation on the basis of one

ordinary share of 1 pence each for every 50 ordinary shares of 0.02 pence each then in issue.

The preference shares will be redeemed conditional on or simultaneous with the Admission of the company’s ordinary

share capital to the Official List of the UK Listing Authority.

Professor John Martin and Dr Kalevi Kurkijarvi resigned from the board of Directors on the date of Listing

Notes to the accounts
year ended 31 December 2003
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Notice is hereby given that the annual general meeting of

Ark Therapeutics Group plc will be held at the offices of

Ashurst, Broadwalk House, 5 Appold Street, London

EC2A 2HA on Monday 5 July 2004 at 12.15 p.m., for the

following purposes:

Ordinary Business

1. To receive the accounts for the financial year ended 31

December 2003, together with the reports of the

Directors and auditors thereon. (Resolution 1)

2. In accordance with article 106 of the Company's

articles of association, to re-elect Dennis Turner who is

submitting himself for reappointment as a Director.

(Resolution 2)

3. In accordance with article 106 of the Company's

articles of association, to re-elect Dr Nigel Parker who

is submitting himself for reappointment as a Director.

(Resolution 3)

4. In accordance with article 110 of the Company's articles

of association, to re-elect David Prince who is

submitting himself for reappointment as a Director.

(Resolution 4)

5. In accordance with article 110 of the Company’s articles

of association, to re-elect Dr Wolfgang Plischke who is

submitting himself for reappointment as a Director.

(Resolution 5)

6. To reappoint Sir Mark Richmond, aged 73, as a

Director. (Resolution 6)

7. To reappoint Deloitte & Touche LLP as auditors of the

Company and to authorise the Directors to set their

remuneration. (Resolution 7)

Special Business

To consider and, if thought fit, to pass the following

resolutions of which resolution 8 will be proposed as an

ordinary resolution and resolution 9 will be proposed as a

special resolution:

8. That the Directors be and are hereby generally and

unconditionally authorised for the purposes of section

80 of the Act, to exercise all the powers of the

Company to allot relevant securities (within the meaning

of section 80(2) of the Act) up to an aggregate nominal

amount of £378,993 (being 30 per cent. of issued

share capital as at the date of this Notice), this authority

to expire at the conclusion of the annual general

meeting of the Company in 2005 or on 5 October

2005, whichever is the earlier (save that the Company

may before such expiry make any offer or agreement

which would or might require relevant securities to be

allotted after such expiry and the Directors may allot

relevant securities in pursuance of any such offer or

agreement as if the authority conferred hereby had not

expired). This authority is in substitution for any and all

authorities previously conferred on the Directors for the

purposes of section 80 of the Act. (Resolution 8)

9. That the Directors be and are hereby empowered

pursuant to section 95(1) of the Act, subject to the

passing of resolution 8 above, to allot equity securities

(as defined in section 94 of the Act ) for cash pursuant

to the authority conferred by resolution 8 above as if

section 89(1) of the Act did not apply to any such

allotment provided that such power shall be limited to

the allotment of equity securities:

(a) in connection with a rights issue or other pre-emptive

offer in favour of ordinary shareholders where the

equity securities are proportionate (as nearly as

practicable) to the respective number of ordinary

shares held by such holders but subject to such

exclusions or other arrangements as the Directors may

deem necessary or desirable in relation to fractional

entitlements or legal or practical problems arising in, or

pursuant to, the laws of any territory or the

requirements of any regulatory body or stock

exchange in any territory; and

(b) otherwise than pursuant to paragraph (a) of this

resolution, up to an aggregate nominal amount 

of £63,135,

and this power shall expire at the conclusion of the annual

general meeting of the Company to be held in 2005 or on

5 October 2005, whichever is the earlier (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). This authority is in substitution for any and all

authorities previously conferred upon the Directors for the

purposes of section 95 of the Act. (Resolution 9)

By order of the board

Nick Plummer, Company Secretary 

4 June 2004

Registered Office: 1 Fitzroy Mews London W1T 6DE

Notice of Annual General Meeting
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Proxies

1. A member entitled to attend and vote may appoint a proxy or

proxies who need not be a member of the Company to attend (and

on a poll to vote) instead of him or her. Forms of proxy need to be

deposited with the Company's registrar, Capita Registrars, PO Box

25, 34 Beckenham Road, Beckenham, 

Kent BR3 4TU not later than 48 hours before the time of the

meeting. Completion of a form of proxy will not preclude a member

attending and voting in person at the meeting.

Documents on display

2. The register of Directors' interests in the share capital and

debentures of the Company, together with copies of service

agreements under which Directors of the Company are employed,

and copies of the terms and conditions of appointment of non-

executive Directors are available for inspection at the Company's

registered office 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.

Right to attend and vote

3. Pursuant to regulation 41 of the Uncertificated Securities Regulations

2001, the Company specifies that in order to have the right to attend

and vote at the meeting (and also for the purpose of calculating how

many votes a person entitled to attend and vote may cast), a person

must be entered on the register of the Company by no later than

11.30 a.m. on 3 July 2004, being 48 hours before the time fixed for

the meeting. Changes to entries on the register after this time shall

be disregarded in determining the rights of any person to attend or

vote at the meeting.

Explanatory notes

4. Resolutions 2 and 3. One-third of the board is required to retire by

rotation each year. Dennis Turner and Dr Nigel Parker are the two

Directors who resign this year and who are consequently proposed

for re-election.

Dennis Turner, aged 61, joined Ark as non-executive Chairman in

1999. Most of his career has been spent creating, financing and

developing companies in the medical and pharmaceutical sectors.

He was chairman and chief executive officer of Pharmaceutical

Marketing Services Inc. and Walsh International Inc. (both NASDAQ-

listed). Mr Turner is a member of the Remuneration and Nomination

Committees. As with all non-executive Directors of the Company, his

appointment is reviewed annually and is subject to three months’

notice of termination.

Dr Nigel Parker, aged 50, has been Chief Executive Officer of Ark

since 1997 and is responsible for the strategy and commercial focus

of the Group. He has over 20 years’ experience in the international

pharmaceutical business, with senior roles in companies such as

Teva Pharmaceuticals Limited and Pharmaceutical Marketing

Services Inc.. He has a service contract with the Company with 

a 12 month notice period.

5. Resolutions 4 and 5. These resolutions are to re-appoint David

Prince and and Dr Wolfgang Plischke as Directors whose

appointments by the board need to be confirmed by shareholders in

accordance with the Company's articles of association. 

David Prince, aged 52, is a non-executive Director and Chairman of

the Audit Committee. He was appointed to the board on 26 May

2004. Mr Prince, who has over 10 years’ experience of operating at

company board level, was until recently Group Finance Director of

Cable and Wireless.

Dr Wolfgang Plischke, aged 52, is a non-executive Director and a

member of the Audit Committee, having been appointed by the

board in December 2003. Dr Plischke is a member of the Bayer

Healthcare Executive Committee and President of the Global

Pharmaceuticals Division of Bayer.

6. Resolution 6. PIRC (Pensions Investments Research Consultants)

recommend that directors over the age of 70 should be subject to

re-election each year. Sir Mark Richmond, aged 73, is therefore

standing for re-election this year.

Sir Mark is a non-executive Director, senior Independent Director,

Chair of the Nomination Committee and the Remuneration

Committee and a member of the Audit Committee. Sir Mark was

appointed as a non-executive Director of Ark in 1997. He was

formerly Group Head of Research at Glaxo Group plc and holds

non-executive board positions at Genentech Inc., Cytos AG,

Targeted Genetics, Inc., Paratek Pharmaceuticals Inc. and Sosei

Limited.

7. Resolution 8. Your Directors may only allot shares or grant rights

over shares if authorised to do so by shareholders. The authority

granted on 24 February 2004 is due to expire at the Company's

annual general meeting in 2005, or on 8 June 2005, whichever is

earlier. It is usual and prudent to renew such authority annually and,

whilst the authority currently in place is valid for the coming year,

there is a possibility that should the Company's annual general

meeting in 2005 take place after 8 June, there will be a short period

during which the Directors will have no authority in this regard.

Accordingly, resolution 8 will be proposed as an ordinary resolution

to grant a new authority to allot unissued share capital up to an

aggregate nominal value of £378,993, representing approximately

30 per cent. of the total issued ordinary share capital as at 3 June

2004. If given, this authority will expire at the annual general meeting

in 2005 or on 5 October 2005, whichever is the earlier. Other than in

respect of the Company's obligations under its share option

schemes, the Directors have no present intention of issuing any of

the authorised but unissued share capital of the Company.

8. Resolution 9. Your Directors also require additional authority from

shareholders to allot shares or grant rights over shares where they

propose to do so for cash and otherwise than to existing

shareholders pro rata to their holdings. The authority granted on 24

February 2004 is due to expire on 8 June 2005. However, this year's

annual general meeting is an opportunity to extend further the

validity of this authority to ensure that it is in place for the same

period as the authority proposed to be granted by resolution 8.

Accordingly, resolution 9 will be proposed as a special resolution to

grant such authority. The authority will be limited to the issue of

shares for cash up to an aggregate nominal value of £63,135 (being

five per cent. of the issued ordinary share capital on 8 March 2004).

If given, this authority will expire on 5 October 2005 or at the

conclusion of the annual general meeting in 2005, whichever is 

the earlier.

Notice of Annual General Meeting – Notes



Recent Highlights

> CereproTM Study receives clearance from MHRA 
and GTAC. Second efficacy and safety results to be
presented at American Society of Gene Therapy in June.

> First patient treated in Trinam® Phase II study.

> Ark wins Drug Tariff listing for Kerraboot®.

> Head of Bayer Pharmaceuticals and ex-Group Finance
Director of Cable and Wireless join Ark board as non-
executive Directors.

> Ark agrees to supply EG005 on compassionate use.

Key strengths

Attractive product portfolio 
Ark's portfolio includes three lead candidates in late stage trials and one product that was introduced into UK hospitals
in November 2003, in respect of which initial revenues have commenced.

Portfolio profile designed to mitigate risk 
Ark's portfolio incorporates a mix of late-stage technology products and devices, from non-dependent scientific
platforms, with a strong follow-on pipeline. 

Retained marketing rights 
Ark has avoided the need to secure development partners for its lead products thereby retaining development
control and commercial rights.

Exceptional scientific base 
Ark's scientists are recognised as world-class in their fields of cardiovascular medicine and clinical gene-based
medicine, giving the Group access to leading edge scientific discovery research. 

Management’s ability to convert science into products
Ark's current portfolio has been built by a management team that has a proven record in bringing products to
market. Rigorous screening of Ark’s rich output of scientific innovation prioritises those opportunities where a 
clear development path to market in a commercially valuable indication can be identified.

Recent highlights and key strengths
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