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20. DEFERRED TAX ASSETS AND LIABILITIES

The table below shows the movements in deferred tax assets and liabilities during the
reporting period:

Accelerated Long-term Other

capital Intangible Intra-Group incentive  temporary
Amounts in £7000 allowances assets profit plan differences Total
At 1 January 2019 -49 - - - - -49
Credit/(charge) to income statement 7 - - - - 7
At 31 December 2019 -42 - - - - -42
Credit/(charge) to income statement -194 10 897 2,125 19 2,857
Acquisition of IT-IS -2 -499 - - -92 -593
At 31 December 2020 -238 -489 897 2,125 -73 2,222

At December 2020, deferred tax liabilities amounting to £489,000 result from the recognition
of brand and customer relationships intangible assets as part of the October 2020 IT-IS
International acquisition.

A £2,125,000 deferred tax asset relates to the portion of the Long-Term Incentive Plan charge
that has been recognised by Novacyt UK Holdings, but will not be deducted for taxation until

payments are made in 2021 and 2022.

A £897,000 deferred tax asset arises from the elimination of the internal margin on
intercompany stock held at December 2020.

Deferred tax assets and liabilities are recognised on the statement of financial position as

follows:
Year ended Year ended Year ended
31 December 31 December 31 December
Amounts in £7000 2020 2019 2018
Deferred tax assets 3,022 - -
Deferred tax liabilities -800 -42 -48
Net deferred tax assets/(liabilities) 2,222 -42 -48

Novacyt SA and Lab21 Healthcare Ltd have tax losses carried forward for use against future
taxable profits. However, no deferred tax assets have been recognised for these losses as
there is insufficient evidence that there will be future profits in these companies to use the
losses against.
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The following table shows the deferred tax assets not presented in the statement of financial

position:
Year ended Year ended Year ended
31 December 31 December 31 December
Amounts in £°000 2020 2019 2018
Novacyt SA 10,004 8,725 7,562
Lab21 Healthcare Ltd 1,045 1,005 823
Microgen Bioproducts Ltd - 135 75
Novacyt UK Holdings Ltd - 54 -
Total unrecognised deferred tax assets 11,049 9,919 8,460

21. OTHER LONG-TERM ASSETS

Year ended Year ended Year ended
31 December 31 December 31 December

Amounts in £'000 2020 2019 2018
Long-term receivable from the sale of the NOVAprep business - 87 -
Long-term receivable from the sale of Lab21 Limited 96 96 -
Total other long-term assets 96 183 -

Lab21 Limited was sold in July 2019. The purchase consideration was split into milestone
payments and the long-term portion of the sale price has been discounted to £96,000.

The assets of NOVAprep were sold in December 2019. The purchase consideration was split
into milestone payments and the long-term portion has been discounted to £87,000. Due to
uncertainty over the recoverability of the outstanding NOVAprep milestone payments, the
balance due has been written off in 2020.
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22.INVENTORIES AND WORK IN PROGRESS

Year ended Year ended Year ended

31 December 31 December 31 December

Amounts in £'000 2020 2019 2018
Raw materials 14,406 1,195 941
Work in progress 8,999 241 509
Finished goods 9,550 666 666
Traded goods - 70 -
Stock provisions -3,067 -89 -
Total inventories and work in progress 29,888 2,083 2,116

Increased inventory levels are supporting the Group’s revenue growth, with significant
finished goods being held in stock ready for immediate dispatch, as demand remains high.

The lead time for obtaining some raw materials is significant, so bulk orders have been placed
to ensure there are no supply chain issues; these contribute to the higher raw materials

balance in 2020.

The closing inventory balance is assessed every year and a stock provision is made for stock

at risk of not being sold.
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23. TRADE AND OTHER RECEIVABLES

Year ended Year ended Year ended

31 December 31 December 31 December

Amounts in £'000 2020 2019 2018
Trade and other receivables 79,341 1,720 3,005
Estimated credit loss provision -160 -397 -42
Accrued income = 15 88
Tax receivables (excluding income tax) 343 335 444
Receivables on sale of businesses 67 152 -
Other receivables 1 26 22
Total trade and other receivables 79,592 1,851 3,517

Trade receivables balances are due within one year. Once an invoice is more than 90 days
overdue, it is deemed more likely to default and as such, these invoices have been provided

for in full as part of an expected credit loss model.

The movement in the allowance for doubtful debts is shown below:

Year ended Year ended
31 December 31 December
Amounts in £'000 2020 2019
Balance at the beginning of the period 397 42
Impairment losses recognised 163 382
Amounts written off during the year as uncollectible -400 -5
Amounts recovered during the year - -14
Change in the scope of consolidation - -8
Balance at the end of the period 160 397
The split by maturity of the clients’ receivables is presented below:
Year ended Year ended ended
31 December 31 December 31 December
Amounts in £'000 2020 2019 2018
Less than one month 77,944 1,029 2,101
Between one and three months 1,364 101 201
Between three months and one year 6 116 206
More than one year 27 473 497
Balance at the end of the period 79,341 1,720 3,005
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24. PREPAYMENTS AND SHORT-TERM DEPOSITS

Year ended Year ended Year ended

31 December 31 December 31 December

Amounts in £000 2020 2019 2018
Liquidity contract 103 9 8
Prepaid expenses 3,628 347 210
Total prepayments and short-term deposits 3,731 356 218

The key balances at December 2020 include prepayments for the annual group commercial
insurance, prepayments for stock that was not delivered to Primerdesign in 2020, rent, rates
and prepaid support costs.

The balances at December 2019 and December 2018 cover items such as rent, insurances and
prepaid support agreements.

25. CASH AND CASH EQUIVALENTS

The net cash available to the Group includes the following items:

Year ended Year ended Year ended

31 December 31 December 31 December

Amounts in £7000 2020 2019 2018
Money market deposits - 11 12
Available cash 91,765 1,531 1,009
Total cash and cash equivalents 91,765 1,542 1,021

Cash has significantly increased due to the increased profitability of the Group in 2020.
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26. BORROWINGS

The following tables show borrowings and financial liabilities carried at amortised cost,
excluding lease liabilities (see note 27).

Maturities as of 31 December 2019

Amount due for

settlement Amount due for
within 12 settlement after
Amounts in £/000 months 12 months Total
Bond notes 1,116 5,240 6,356
Accrued interest on borrowings 32 - 32
Short-term financing facilities 721 - 721
Total financial liabilities 1,869 5,240 7,109
- Maturities as of 31 December 2018
Amount due for
settlement Amount due for
within 12 settlement after
Amounts in £/000 months 12 months Total
Bond notes 2,684 2,019 4,703
Accrued interest on borrowings 64 - 64
Short-term financing facilities 61 18 79
Total financial liabilities 2,809 2,037 4,846
- Change in borrowings and financial liabilities in 2020
At At
31 December 31 December
Amounts in £7000 2019 Repayment Conversion FXimpact 2020
Bond notes 6,356 -4,592 -1,856 92 -
Accrued interest on borrowings 32 -32 - - -
Short-term financing facilities 721 -721 - - -
Total financial liabilities 7,109 -5,345 -1,856 92 -
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o

Change in borrowings and financial liabilities in 2019

At Conversion/other At

31 December non-cash FX 31 December

Amounts in £°000 2018 Increase Repayment movements impact 2019

Bond notes 4,703 5,393 -2,673 -876 -191 6,356

Accrueq interest on 65 34 63 _ 3 33
borrowings

Short-term financing facilities 78 738 -93 - -3 720

Total financial liabilities 4,846 6,165 -2,829 -876 -197 7,109

As of 31 December 2020, the Group had repaid or converted all bond notes outstanding at
December 2019. During 2020 the main operations were as follows:

- The Vatel bond notes issued in 2017 by Novacyt were repaid in full for an amount of
£139,000.

- The Vatel bond notes issued in 2018 by Novacyt were repaid for an amount of
£345,000 and the balance was converted in share capital for a total of £1,856,000.

- The Harbert bond granted to Novacyt UK Holdings in 2019 was repaid in full for an
amount of £4,108,000.

In addition, the Group repaid in full its short-term financing facility for an amount of £721,000.

Bond notes

As of 31 December 2019, the Group’s financing was primarily comprised of the following:

Vatel Bonds

A convertible bond subscribed by Vatel in the amount of €1.5 million issued on 31 March
2017, with an effective interest rate of 12.7% for a term of three years. The Vatel Bonds
were convertible at the option of Vatel into 1.25 shares for each bond of €1 of nominal
value only where the Company fails to comply with its payment obligations of the principal
or the interest amounts due under the loan agreement within 15 days of receipt of a
notice of an event of default.

A convertible bond subscribed by Vatel in the amount of €4.0 million issued on 29 May
2018, with an effective interest rate of 8.5% for a term of three years. The Vatel Bonds
were convertible at the option of Vatel into 1.429 shares for each bond of €1 of nominal
value only where the Company fails to comply with its payment obligations of the principal
or the interest amounts due under the agreement within 15 days of receipt of a notice of
an event of default.

Both conversion options granted to Vatel have not been recorded in the accounts, as the
probability of a default was not considered as material.

Harbert Bonds

A bond subscribed by Harbert European Growth Capital in the amount of €5.0 million
issued on 5 November 2019, with an effective interest rate of 13.5% for a term of four
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years. The Harbert bonds are issued by Novacyt UK Holdings simultaneously with warrants
giving access to the share capital of Novacyt SA. The number of shares for which the holder
of the warrants could subscribe, and the subscription price could be either:

o Subscription for 6,017,192 shares at a subscription price of €0.0698 per share (i.e.
an overall subscription price of €420,000); or
o Subscription at a price of €0.0667 per share for a number of shares equal to:

' 6,017,192 x (0.0698 — 0.0667)
6,017,192 — - _
30 day average of Novacyt share price on exercise date

The warrants are accounted for as derivative liabilities in “trade and other liabilities”.

Short-term financing facilities

In addition to the bond notes above, the Group financed its short-term working capital needs
through convertible notes issued with warrants. On 18 April 2019, Novacyt SA entered into
an agreement with the Negma Group (“Negma”) under which Negma was granted warrants
(the “Tranche Warrants”) that gave it the right to subscribe for convertible loan notes issued
by Novacyt SA with attaching warrants (the “Attaching Warrants”). The Company could issue
the loan notes over the subsequent 36 months, in several successive tranches representing
bond debt in a maximum amount of €5,000,000.

The convertible loan notes (Obligations Convertibles en Actions (“OCA”)) were issued at par,
i.e. €2,500 each, with no interest rate, and had a maturity of one year from issue. The
Company had to redeem unconverted OCAs upon maturity.

The bond debt represented by the OCAs (par value of an OCA) could be converted into shares
at the request of the holder, on the basis of the following conversion rate: 88% of the lowest
of the 15 average daily prices of the Company’s share weighted by volume (as reported by
Bloomberg) immediately preceding the request for the conversion of the relevant OCA,
without it being possible for this amount to be lower than the par value of the Company’s
share, i.e. 1/15th of a Euro. The OCAs were transferable subject to the Company prior written
consent.

The number of Attaching Warrants that could be issued upon each issuance of OCAs was that
which would be multiplied by the exercise price of the equity warrants (determined under
the terms set out below). The amount received would be equal to 30% of the par value of the
OCAs issued, i.e. €655,500 for the first tranche.

The Attaching Warrants would be immediately detached from the OCAs and would be
transferable from issue. They could be exercised from issue until the 60th month inclusive
following their issue date (the “Exercise Period”). Each Attaching Warrant would entitle the
holder thereof, during the Exercise Period, to subscribe for one new Novacyt SA share.

The exercise price of the equity warrants was equal to 115% of the average price of the
Novacyt share on the day immediately preceding the Warrant exercise request date, giving
rise to the issuance of the OCAs from which the Attaching Warrants would be detached (or
the issue date of the OCAs for the first tranche of OCAs, i.e. 25 April 2019).

The loan agreement offered protection to the Negma Group in the event of the modification
by Novacyt SA of the allocation of its profits as a result of the issue of preference shares. A
similar protection was not afforded to the ordinary Shareholders and therefore this would
change the relative rights of the Shareholders and warrant holders. As nothing prevented
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Novacyt SA from issuing preference shares, therefore the Attaching Warrants fail the fixed for
fixed test and were accounted for as derivative liabilities in the line “trade and other
liabilities”.

The OCAs and the Attaching Warrants would not be the subject of a request for admission to
trading on Alternext Paris and, as such, would not be listed.

In accordance with IAS 32, the first tranche of the bond issued on 25 April in the amount of
€2,000,000 (tranche 1) breaks down as follows:

- The conversion option, treated in this case as an embedded derivative under IAS 32, worth
€297,955, was recorded at “fair value through profit or loss” in current borrowings;

- The attaching warrants, valued at €236,365 overall, were treated as an embedded
derivative were recorded at “fair value through profit or loss” in current borrowings; and

- The residual amount, €1,465,680, was recognised at amortised cost under current
financial liabilities.

On 25 April 2019, the Company exercised some of its Tranche Warrants resulting in the
issuance of 800 OCAs in a total of €2,000,000, an additional 74 OCAs as settlement of issuance
fees and 2,979,544 Attaching Warrants.

Between 25 April 2019 and 2 October 2019, the Company had converted 596 OCAs. The
remaining 278 OCAs were redeemed by anticipation as a result of a supplementary
agreement dated 8 November 2019. Besides, the Company and Negma agreed that the
additional Tranches Warrants in the amount €3,000,000 were cancelled and that the exercise
price of each Attaching Warrant was changed to €0.20 per share.

As of 31 December 2018, the Group’s financing primarily comprised:
Kreos Bonds

- A bond subscribed by Kreos Capital IV Ltd in the amount of €3.5 million issued on 15 July
2015, which was subsequently fully repaid in November 2019;

- A bond subscribed by Kreos Capital V Ltd in the amount of €3 million issued on 12 May
2016, which was subsequently fully repaid in November 2019;
Vatel Bonds

- A convertible bond subscribed by Vatel in the amount of €1.5 million issued on 31 March
2017, with an effective interest rate of 12.7% for a term of three years;

- A convertible bond subscribed by Vatel in the amount of €4.0 million issued on 29 May
2018, with an effective interest rate of 8.5% for a term of three years;

- Both conversion options granted to Vatel have not been recorded in the accounts, as the
probability of a default was not considered as material.
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27. LEASE LIABILITIES

The following tables show lease liabilities carried at amortised cost resulting from the
application of the IFRS 16 at 1 January 2019.

- Maturities

Year ended Year ended Year ended

Amounts in £7000 31 December 31 December 31 December

2020 2019 2018

Lease liabilities short term 414 229 -

Lease liabilities long term 1,964 2,012 —

Total lease liabilities 2,378 2,241 -

- Change in lease liabilities in 2020 and 2019
Business
Adoption of Combinations Non-cash

Amounts in £°000 Opening IFRS 16 Impact Repayment movements Closing

Changes in 2019 - 2,333 - -183 91 2,241

Changes in 2020 2,241 - 73 -303 367 2,378

28. RECONCILIATION OF THE MOVEMENTS OF THE BORROWINGS AND LEASE
LIABILITIES WITH THE STATEMENT OF CASH-FLOWS

Repayment of borrowings and lease liabilities in 2020

Note 26 — Borrowings and note 27 — Lease liabilities £'000
Change in borrowings in 2020: repayment of bond notes -4,592
Change in borrowings in 2020: repayment of short-term financing facilities -720
Change in lease liabilities in 2020: repayment -303
Total repayments in 2020 as per notes 26 and 27 -5,615

Statement of cash flows for the year 2020

Cash used in financing activities: repayment of borrowings -4,592
Cash used in financing activities: repayment of lease liabilities -303
Cash used in financing activities: variation of other short-term financing facilities -720
Total repayments as per the statement of cash flows -5,615
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Repayment of borrowings and lease liabilities in 2019

Note 26 — Borrowings and note 27 — Lease liabilities £'000
Change in borrowings in 2019: repayment of bond notes -2,673
Change in borrowings in 2019: repayment of short-term financing facilities -93
Change in lease liabilities in 2019: repayment -183
Issuance of Negma conversion options -83
Total repayments in 2019 as per notes 26 and 27 -3,032
Statement of cash flows for the year 2019
Cash used in financing activities: repayment of borrowings -2,756
Cash used in financing activities: repayment of lease liabilities -183
Cash used in financing activities: variation of other short-term financing facilities -93
Total repayments as per the statement of cash flows -3,032
Proceeds from borrowings in 2019
Note 26 — Borrowings £000
Change in borrowings in 2019: increase of bond notes 5,393
Change in borrowings in 2019: increase of short-term financing facilities 738
Other cash movement: issuance of Negma conversion options 261
Other cash movement: issuance of Negma warrants 207
Total proceeds in 2019 as per notes 26 and 27 6,599
Statement of cash flows for the year 2019
Cash from financing activities: issue of borrowings and bond notes 5,922
Cash from financing activities: variation of other short-term financing facilities 677
Total proceeds as per the statement of cash flows 6,599
29. CONTINGENT CONSIDERATION
Year ended Year ended Year ended
31 December 31 December 31 December
Amounts in £'000 2020 2019 2018
Contingent consideration short term 1,022 - 1,415
Contingent consideration long term 812 - -
Total contingent consideration 1,834 - 1,415

At December 2020, the contingent consideration relates to the acquisition of IT-IS
International by Novacyt UK Holdings Ltd (see note 40). It will be settled in two payment

tranches, which are due September 2021 and 2022.

At December 2018, the contingent consideration related to the acquisition of Primerdesign
and the Asset Purchase Agreement of the Omega Infectious Diseases business. The Group

settled both debts in 2019.
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30. PROVISIONS

The nature of and changes in provisions for risks and charges for the period from 1 January
2020 to 31 December 2020 are as follows:

At Business Changein At
1 January Combinations €xchange 31 December
Amounts in £'000 2020 Increase Reduction Impact rates 2020
Provisi f i f
rOV|§|0ns or restoration o 192 37 _ 13 _ 242
premises
!_ong-t.erm management 13 19,006 119,018 _ 1 _
incentive plan
Provisions long term 205 19,043 -19,018 13 -1 242
Provision for litigation 43 22 - - 3 68
Provisi f duct
rovisions for produc _ 19,753 _ 35 _ 19,788
warranty
Provisions short term 43 19,775 - 35 3 19,856

The nature of and changes in provisions for risks and charges for the period from 1 January
2019 to 31 December 2019 are as follows:

At Adoption Change in At
1 January of IFRS exchange 31 December
Amounts in £°000 2019 Increase Reduction 16 rates 2019
Provisions for restoration of
. 133 6 -23 76 - 192
premises
F_ong-t.erm management 18 _ 5 _ _ 13
incentive plan
Provisions long term 151 6 -28 76 - 205
Provision for litigation 90 - -44 - -3 43
Provisions short term 90 - -44 - -3 43

Provisions chiefly cover:

- Risks related to litigations with personnel;

- The restoration expenses of the premises as per the lease agreements; and
- Product assurance warranties.

The provisions for the restoration of the premises is an estimation of the cash payable to
cover dilapidations at the end of the rental periods, thus at the following dates:
- Lab21 Healthcare Ltd: August 2025
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- Microgen Bioproducts Ltd: May 2032

- Primerdesign Ltd: November 2025

- IT-IS International Ltd: September 2022 and December 2023, as there are two sites that
do not have co-terminus leases

The provision for litigations may generate a cash payment during 2021.

The provision for product assurance warranties has increased significantly in the year due to
higher sales and the notification of a product warranty claim after the year end (see note 50).

The details for the long-term management incentive plan are shown in note 3, and the liability
crystalised in November 2020 and the remaining costs are shown against other liabilities.

31. TRADE AND OTHER LIABILITIES

Year ended Year ended Year ended

31 December 31 December 31 December

Amounts in £'000 2020 2019 2018
Trade payables 5,228 1,786 2,497
Accrued invoices 8,016 732 1,072
Social security liabilities 1,082 404 269
Tax liabilities 16,831 122 253
Other liabilities 5,627 31 94
Options classified as liabilities - 845 5
Total trade and other payables 36,784 3,920 4,190

Trade payables and accrued invoices have increased significantly in line with increased
revenue. In addition, the improved liquidity position has meant that credit facilities have been
secured with many suppliers who previously did not offer such terms.

The 2020 “tax liability” predominantly relates to Value Added Tax (“VAT”) payable to HMRC
in the UK covering the months of November and December.

The 2020 “other liabilities” balance relates to the second tranche of the LTIP payment that is
due to be paid in November 2021.

“Options classified as liabilities” in 2019 relate mainly to the Company’s equity warrants
granted to Harbert European Growth Capital in connection with the subscription of the
€5,000,000 bond issued by Novacyt UK Holdings and to the equity warrants attached to the
OCABSAs subscribed by Negma.
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32. TAX LIABILITIES

The balance of £15,116,000 at 31 December 2020 (2019: £nil; 2018: £nil) reflects the UK
corporation tax liability of the Group. The amount reflects the tax due at the full UK rate (19%)
on taxable profits, although in due course, if patents are granted and a Patent Box claim be
made, future taxable profits should be taxable at a much lower rate.

33. OTHER CURRENT LIABILITIES

Year ended Year ended Year ended

31 December 31 December 31 December

Amounts in £°000 2020 2019 2018

Deferred income and advance payments received 950 505 341
from customers

Total other current liabilities 950 505 341

The balances above relate to customer payments in advance of receiving the products.

34. OTHER LIABILITIES LONG-TERM

Year ended Year ended Year ended

31 December 31 December 31 December

Amounts in £'000 2020 2019 2018
Share-based payment benefits — LTIP, long term 5,606 - -
Total other liabilities long term 5,606 - -

The 2020 “other liabilities long-term” balance relates to the third tranche of the LTIP payment
that is due to be paid in November 2022.

35. SHARE CAPITAL
As of 1 January 2019, the Company’s share capital of €2,510,956.06 was divided into
37,664,341 shares with a par value of 1/15th of a Euro each.
The transactions on share capital from this date are summarised below:

- On 26 April 2019, the Company completed a capital increase by conversion of one
convertible bond Negma from €2,510,956.06 to €2,511,997.73 through the issue of
15,625 shares at a price of €0.160 per share, with a share premium of €1,458.33.

- On 2 May 2019, the Company completed a capital increase by conversion of seven
convertible bonds Negma from €2,511,997.73 to €2,519,775.46 through the issue of
116,666 shares at a price of €0.150 per share, with a share premium of €9,722.27.
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On 14 May 2019, the Company completed a capital increase by conversion of 33
convertible bonds Negma from €2,519,775.46 to €2,559,061.13 through the issue of
589,285 shares at a price of €0.140 per share, with a share premium of €43,214.33.

On 16 May 2019, the Company completed a capital increase by conversion of 27
convertible bonds Negma from €2,559,061.13 to €2,596,561.06 through the issue of
562,499 shares at a price of €0.120 per share, with a share premium of €30,000.07.

On 12 June 2019, the Company completed a capital increase by conversion of five
convertible bonds Negma from €2,596,561.06 to €2,605,820.26 through the issue of
138,888 shares at a price of €0.090 per share, with a share premium of €3,240.80.

On 18 June 2019, the Company completed a capital increase by conversion of 17
convertible bonds Negma from €2,605,820.26 to €2,637,301.73 through the issue of
472,222 shares at a price of €0.090 per share, with a share premium of €11,018.53.

On 19 June 2019, the Company completed a capital increase by conversion of 22
convertible bonds Negma from €2,637,301.73 to €2,678,042.46 through the issue of
611,111 shares at a price of €0.090 per share, with a share premium of €14,259.27.

On 21 June 2019, the Company completed a capital increase by conversion of seven
convertible bonds Negma from €2,678,042.46 to €2,691,005.39 through the issue of
194,444 shares at a price of €0.090 per share, with a share premium of €4,537.07.

On 24 June 2019, the Company completed a capital increase by conversion of eight
convertible bonds Negma from €2,691,005.39 to €2,705,820.19 through the issue of
222,222 shares at a price of €0.090 per share, with a share premium of €5,185.20.

On 28 June 2019, the Company completed a capital increase by conversion of two
convertible bonds Negma from €2,705,820.19 to €2,709,986.86 through the issue of
62,500 shares at a price of €0.080 per share, with a share premium of €833.33.

On 8 July 2019, the Company completed a capital increase by conversion of one
convertible bond Negma from €2,709,986.86 to €2,712,367.79 through the issue of
35,714 shares at a price of €0.070 per share, with a share premium of €119.07.

On 15 July 2019, the Company completed a capital increase by conversion of 30
convertible bonds Negma from €2,712,367.79 to €2,783,796.32 through the issue of
1,071,428 shares at a price of €0.070 per share, with a share premium of €3,571.47.

On 16 July 2019, the Company completed a capital increase by conversion of ten
convertible bonds Negma from €2,783,796.32 to €2,807,605.79 through the issue of
357,142 shares at a price of €0.070 per share, with a share premium of €1,190.53.

On 1 August 2019, the Company completed a capital increase by conversion of 100
convertible bonds Negma from €2,807,605.79 to €3,057,855.99 through the issue of
3,753,753 shares at a price of €0.070 per share, with a share premium of -€250.20.

On 6 August 2019, the Company completed a capital increase by conversion of 51
convertible bonds Negma from €3,057,855.99 to €3,185,483.59 through the issue of
1,914,414 shares at a price of €0.070 per share, with a share premium of -€127.60.

On 12 August 2019, the Company completed a capital increase by conversion of 51
convertible bonds Negma from €3,185,483.59 to €3,312,983.59 through the issue of
1,912,500 shares at a price of €0.070 per share, with no share premium.
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On 23 August 2019, the Company completed a capital increase by conversion of 40
convertible bonds Negma from €3,312,983.59 to €3,412,983.59 through the issue of
1,500,000 shares at a price of €0.070 per share, with no share premium.

On 28 August 2019, the Company completed a capital increase by conversion of 60
convertible bonds Negma from €3,412,983.59 to €3,562,983.59 through the issue of
2,250,000 shares at a price of €0.070 per share, with no share premium.

On 11 September 2019, the Company completed a capital increase by conversion of 20
convertible bonds Negma from €3,562,983.59 to €3,612,983.59 through the issue of
750,000 shares at a price of €0.070 per share, with no share premium.

On 12 September 2019, the Company completed a capital increase by conversion of 18
convertible bonds Negma from €3,612,983.59 to €3,657,983.59 through the issue of
675,000 shares at a price of €0.070 per share, with no share premium.

On 18 September 2019, the Company completed a capital increase by conversion of 12
convertible bonds Negma from €3,657,983.59 to €3,687,983.59 through the issue of
450,000 shares at a price of €0.070 per share, with no share premium.

On 23 September 2019, the Company completed a capital increase by conversion of ten
convertible bonds Negma from €3,687,983.59 to €3,712,983.59 through the issue of
375,000 shares at a price of €0.070 per share, with no share premium.

On 25 September 2019, the Company completed a capital increase by conversion of 38
convertible bonds Negma from €3,712,983.59 to €3,807,983.59 through the issue of
1,425,000 shares at a price of €0.070 per share, with no share premium.

On 27 September 2019, the Company completed a capital increase by conversion of 18
convertible bonds Negma from €3,807,983.59 to €3,852,983.59 through the issue of
675,000 shares at a price of €0.070 per share, with no share premium.

On 2 October 2019, the Company completed a capital increase by conversion of eight
convertible bonds Negma from €3,852,983.59 to €3,872,983.59 through the issue of
300,000 shares at a price of €0.070 per share, with no share premium.

On 31 January 2020, the Company completed a capital increase resulting from the
exercise of 1,679,544 Negma warrants from €3,872,983.59 to €3,984,953.20, through the
issue of 1,679,544 shares at a price of €0.070 per share with a share premium of
€223,939.20.

On 17 February 2020, the Company completed a capital increase resulting from the
exercise of 228,541 Yorkville warrants from €3,984,953.20 to €4,000,189.27, through the
issue of 228,541 shares at a price of €0.070 per share with a share premium of
€200,963.72.

On 17 February 2020, the Company completed a capital increase resulting from the
exercise of 886,632 Primerdesign warrants from €4,000,189.27 to €4,059,298.07, through
the issue of 886,632 shares at a price of €0.070 per share with a share premium of
€969,384.32.

On 18 February 2020, the Company completed a capital increase resulting from the
exercise of 113,368 Primerdesign warrants from €4,059,298.07 to €4,066,855.94, through
the issue of 113,368 shares at a price of €0.070 per share with a share premium of
€123,949.01.
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- On 18 February 2020, the Company completed a capital increase resulting from the
exercise of 6,017,192 Harbert warrants from €4,066,855.94 to €4,468,002.06, through the
issue of 6,017,192 shares at a price of €0.070 per share with a share premium of
€18,853.87.

- On 18 February 2020, the Company completed a capital increase resulting from the
exercise of 300,000 Yorkville warrants from €4,468,002.06 to €4,488,002.06, through the
issue of 300,000 shares at a price of €0.070 per share with a share premium of
€263,800.00.

- On 18 February 2020, the Company completed a capital increase resulting from the
exercise of 353,536 Kreos warrants from €4,488,002.06 to €4,511,571.13, through the
issue of 353,536 shares at a price of €0.070 per share with a share premium of
€489,058.13.

- On 3 June 2020, the Company completed a capital increase by conversion of 2,066,257
Vatel convertible bonds from €4,511,571.13 to €4,708,416.54 through the issue of
2,952,681 shares at a price of €0.070 per share, with a share premium of €1,869,411.09.

Amount of Amount of Unit value Number of

share capital share capital per share shares

£/000 €000 € issued

At 1 January 2019 2,117 2,511 0.07 37,664,341
Capital increase by conversion of OCABSA 1,194 1,362 0.07 20,430,413
At 31 December 2019 3,311 3,873 0.07 58,094,754
Capital increase by exercise of warrants 567 638 0.07 9,578,813
Capital increase by conversion of bonds 175 197 0.07 2,952,681
At 31 December 2020 4,053 4,708 0.07 70,626,248

As of 31 December 2020, the Company’s share capital of €4,708,416.54 was divided into
70,626,248 shares with a par value of 1/15th of a Euro each.

The Company’s share capital consists of one class of share. All outstanding shares have been
subscribed, called and paid.
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36. SHARE PREMIUM ACCOUNT

Amounts in £°000

Balance at 1 January 2019 47,207
Premium arising on issue of equity shares 112
Expenses of issue of equity shares -320
Balance at 31 December 2019 46,999
Premium arising on issue of equity shares 3,697
Expenses of issue of equity shares -25
Balance at 31 December 2020 50,671

37. OTHER RESERVES

Amounts in £°000

Balance at 1 January 2019 -4,395
Translation differences 2,471
Balance at 31 December 2019 -1,924
Translation differences -112
Balance at 31 December 2020 -2,036

38. EQUITY RESERVE

Amounts in £°000

Balance at 1 January 2019 355
Conversion of the OCABSA Negma -19
Balance at 31 December 2019 336
Conversion Vatel bonds 19
Exercise Negma warrants 103
Exercise Harbert European Growth Capital warrants 693
Exercise Primerdesign warrants 4
Balance at 31 December 2020 1,155

This reserve represents the equity component of warrants and loans.
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39. RETAINED EARNINGS/LOSSES

Amounts in £7000

Balance at 1 January 2019 -26,981
Loss for the year -5,749
Other variations -3,389
Balance at 31 December 2019 -36,119
Profit for the year 132,423
Other variations 612
Balance at 31 December 2020 96,916

40. BUSINESS COMBINATIONS

Acquisition of IT-IS International Ltd

On 15 October 2020, Novacyt UK Holdings Ltd completed the purchase of the entire share
capital of IT-IS International Ltd, a company incorporated in England and Wales. The company
specialises in the development and manufacturing of PCR diagnostic instruments for the life
sciences and food testing industry.

The purchase price was £13,387,000, broken down as follows:

Cash disbursed £11,564,000
Deferred consideration for reaching a target turnover in year one £1,016,000
Deferred consideration for reaching a target turnover in year two £807,000
Total purchase price £13,387,000

The fair value of the assets acquired and the liabilities assumed are as follows:

Net property, plant and equipment £108,000
Trademark £843,000
Customer relationships £1,366,000
Inventory £1,774,000
Clients and other receivables £424,000
Suppliers and other creditors -£4,680,000
Deferred tax on assets acquired -£591,000
Cash acquired £4,706,000
Fair value of assets acquired and liabilities assumed £3,950,000
Goodwill £9,437,000

The table above shows how the goodwill figure of £9,437,000 is arrived at after allocating the
purchase price across all the assets and liabilities acquired. The residual goodwill arising from
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the acquisition reflects the future growth expected to be driven by new and existing
customers, the value of the workforce, patents and know-how.

The value of “customer relationships” was determined by discounting the additional margin
generated by customers after remuneration of the contributing assets.

The value of the trademark was determined by discounting the cash flows that could be
generated by licensing the trademark, estimated as a percentage of revenue derived from
information available on comparable assets.

IFRS 3 provides for a period of 12 months from acquisition to complete the identification and
measurement of the fair value of assets acquired and liabilities assumed. This means that the
gross amount of goodwill is subject to adjustment until October 2021.

Goodwill is a residual component calculated as the difference between the purchase price for
the acquisition of control and the fair value of the assets acquired and liabilities assumed. It
includes unrecognised assets such as the value of the personnel and know-how of the
acquiree.

The acquisition costs amounted to £187,000. They are included on the statement of
comprehensive income in the year ended 31 December 2020 as “acquisition related
expenses”; see note 11.

IT-IS International contributed £1,077,000 to consolidated revenue in the year ended 31
December 2020 between its consolidation on 15 October 2020 and 31 December 2020.

If the acquisition of the IT-IS International shares were deemed to have been completed on 1
January 2020, the opening date of the Group’s 2020 financial year, consolidated Group
revenue would have amounted to £279,781,000 and net profit attributable to owners of the
Company of £132,219,000.
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The table below presents the Group income statement for the 12 months period ended on 31
December 2020 as if the acquisition of IT-IS International had been completed on 1 January

2020.
Year ended 31
December 2020
Amounts in £°000 Pro forma
Revenue 279,781
Cost of sales -66,961
Gross profit 212,820
Sales and marketing and distribution expenses -4,867
Research and development expenses -1,929
General and administrative costs -31,484
Governmental subsidies -3
Operating profit before exceptional items 174,537
Costs related to acquisitions -187
Other operating expenses -7,215
Operating profit after exceptional items 167,135
Financial income 85
Financial expenses -2,357
Profit before tax 164,863
Tax expense -32,644
Profit after tax 132,219
Profit after tax attributable to owners of the Company 132,219
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41. DISCONTINUED OPERATIONS

Novacyt had begun the formal sale process for the NOVAprep (Cytology businesses) and
Cambridge Clinical Labs businesses in late 2018. The Cambridge Clinical Lab business was a
non-core service business and did not fit in with the long-term high-margin growth strategy
for the Group. NOVAprep was being sold as it continued to be loss making and was a drain on
working capital.

The NOVAprep business was sold in December 2019 via an Asset Purchase Agreement. The
Cambridge Clinical Labs business was sold in July 2019 through the sale of the shares of
Lab21 Ltd.

The assets and liabilities available for sale were transferred to the lines “assets classified as
held for sale” and “liabilities directly associated with assets classified as held for sale” in the
2018 financial results. The value of these assets and liabilities at December 2018 are
presented in the table below:

. Cambridge

A ts in £000

mountsin Clinical Labs NOVAprep Total
Goodwill 584 - 584
Other intangible assets - 748 748
Property, plant and equipment 3 253 256
Non-current assets 587 1,001 1,588
Inventories and work in progress 22 414 436
Trade and other receivables 44 - 44
Current assets 66 414 480
Total assets classified as held for sale 653 1,415 2,068
Trade and other liabilities 39 16 55
Total current liabilities 39 16 55
Provisions long-term 6 16 22
Total non-current liabilities 6 16 22
Total liabilities directly associated with assets 45 32 77

classified as held for sale

In accordance with IFRS 5, the net result of the NOVAprep business was transferred to the
line “loss from discontinued operations”.
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The table below presents the detail of the loss generated by this business in 2018 and 2019.

Year ended Year ended

31 December 31 December

Amounts in £°000 2019 2018
Revenue 1,172 862
Cost of sales -668 -636
Gross profit 504 226
Sales, marketing and distribution expenses -772 -1,035
Research and development expenses -137 -167
General and administrative expenses -1,676 -1,383
Governmental subsidies - 78
Operating loss before exceptional items -2,081 -2,281
Other operating expenses -249 -42
Operating loss after exceptional items -2,330 -2,323
Loss before tax -2,330 -2,323
Tax (expense)/income - -
Loss after tax from discontinued operations -2,330 -2,323
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42. NOTES TO THE CASH FLOW STATEMENT

Year
ended
Year ended 31
31 December December
Amounts in £°000 2020 2019
Profit/(loss) for the year 132,423 -5,749
Profit/(loss) from the discontinued activities - -2,330
Profit/(loss) from the continuing operations 132,423 -3,419
Adjustments for:
Depreciation, amortisation, impairment loss and provisions 8,196 1,589
Product warranty provision 19,753 -
Unwinding of discount on contingent consideration -114 81
(Increase)/decrease of fair value - 657
Losses/(gains) on disposal of fixed assets 407 300
Income tax charge 32,751 -
Operating cash flows before movements of working capital 193,416 -3,123
(Increase)/decrease in inventories -25,966 371
(Increase)/decrease in receivables -80,773 1,533
Increase/(decrease) in payables 34,838 -752
Cash used in operations 121,515 -1,971
Income taxes (paid)/received -20,574 72
Finance costs 2,035 958
Net cash used in operating activities 102,976 -941
Operating cash flows from the discontinued activities - -1,124
Operating cash flows from the continuing operations 102,976 183
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43. LEASES

In application of IFRS 16 as from 1 January 2019, the Group has recognised on the statement
of financial position some “right-of-use” assets and lease liabilities.

Novacyt SA
Novacyt SA rents a small office in Vélizy, on a rolling 12-month basis.

Primerdesign Limited

A lease exists for the York House site, which is used for office, storage, and laboratory
purposes. The annual charge for the site (with service charges) is now £176,813 per annum,
with all leases running to November 2025.

In November 2020, the company took out a new lease at nearby site called Unit A, primarily
for storage purposes. The lease runs to November 2022 with the first six months incurring a
charge of £72,000, and then an annual charge of £97,833.

Microgen Bioproducts Ltd

A lease exists at Watchmoor Park, which has a mixed use for office, storage, and laboratory
purposes. This commenced in May 2017 and will run until May 2032. There are rent review
clauses in May 2022 and 2027. The annual charge for the site is £173,173 per annum
(including service charges).

Lab21 Healthcare Ltd

A lease existed for the Bridport site, which was being used for manufacturing, storage, and
laboratory purposes. The annual charge for the site was £42,940 per annum. In 2020, all
manufacturing activities were moved from the Bridport site to Watchmoor Park, and in
February 2021, the company terminated the Bridport lease and settled all agreed liabilities.

The lease for the Axminster site, which ran until October 2019 was not renewed.

IT-IS International Ltd

A lease exists at units 1, 3 and 4 Wainstones Court, which has a mixed use for office, storage,
and production purposes. This commenced in October 2019 and will run until September
2022. The annual charge for the site is £31,500 per annum (including service charges).

In September 2020, the company took out a new 12-month lease at a nearby site called
Pulrose House for production purposes. The annual charge for the site is £17,000 per annum.

In December 2020, the company took out a new lease at a nearby site called MMC House, for

mixed use of office, storage and production purposes. The lease runs to December 2023 with
an annual charge of £75,000 (including service charges).
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The table below presents the impacts of the leases in the consolidated income and cash flow
statements of the financial years 2020 and 2019:

At At

31 December 31 December

Amounts in £'000 2020 2019
Interest expense on lease liabilities 184 174
Cash outflows for leases accounted for as per IFRS 16 487 358
Expenses related to short-term and low-value leases 252 88
Total cash outflows for leases 739 446
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44. FINANCIAL INSTRUMENTS

Capital risk management

The Group manages its capital to ensure that entities in the Group will be able to continue as
a going concern whilst maximising the return to Shareholders through the optimisation of
debt and equity balances. The Group’s overall strategy is to ensure there is sufficient working
capital to optimise the performance of the business.

The capital structure of the Group consists of net debt (borrowings disclosed in note 26 after
deducting cash and cash equivalents) and equity of the Group (comprising issued capital,
reserves and retained losses in notes 35 to 39).

The Group is not subject to any externally imposed capital requirements.

The Group’s focus is on cash management and this is reviewed on a regular basis by the Group
Finance Director and the Chief Financial Officer. The funding mix of the business is reviewed
and managed regularly by the Chief Financial Officer and the Chief Executive Officer.

Gearing ratio
The gearing ratio at the year end is as follows:

Year ended Year ended Year ended

31 December 31 December 31 December

Amounts in £7000 2020 2019 2018
Debt 2,378 9,350 4,846
Cash and cash equivalents 91,765 1,542 1,021
Net (cash)/debt -89,387 7,808 3,825
Equity 150,710 12,462 18,159
Net (cash)/debt to equity ratio -59% 63% 21%

Debt is defined as long-term and short-term borrowings and lease liabilities (excluding
derivatives and financial guarantee contracts) as detailed in notes 26 and 27.

For the year ended 31 December 2020, debt in the table above relates to the leases’ liability
as per IFRS 16, but for the year ended 31 December 2018, debt in the table above does not
include the leases’ liability as per IFRS 16.

Equity includes all capital, premiums and reserves of the Group that are managed as capital.

Significant accounting policies

Details of the significant accounting policies and methods adopted (including the criteria for
recognition, the basis of measurement and the bases for recognition of income and expenses)
for each class of financial asset, financial liability and equity instrument are disclosed in note
3.

Page 72 of 82



Categories of financial instruments

Year ended Year ended Year ended

31 December 31 December 31 December
Amounts in £000 2020 2019 2018
Financial assets
Cash and cash equivalents 91,765 1,542 1,021
Loans and receivables 79,396 1,721 3,284
Financial liabilities
Fair value through profit and loss -1,834 845
Amortised cost 21,249 12,130 9,924

Financial risk management objectives

The Group’s finance function is responsible for managing the financial risks relating to the
running of the business. These risks include market risk (including currency risk, interest rate
risk and price risk), credit risk and liquidity risk.

If a material risk is identified then the Group would look to mitigate that risk through the
appropriate measure, such as hedging against currency fluctuations.

The Group does not use complex derivative financial instruments to reduce its economic risk
exposures.

Market risk

The Group’s activities expose it primarily to the financial risks of changes in foreign currency
exchange rates.

There has been no change to the Group’s exposure to market risks or the way these risks are
managed and measured.

Foreign currency risk management

The Group undertakes transactions denominated in foreign currencies; consequently,
exposures to exchange rate fluctuations arise. Exchange rate exposures are not managed
utilising forward foreign exchange contracts.

The carrying amounts of the Group’s foreign currency denominated monetary assets and
monetary liabilities at the reporting date are as follows:

Assets and liabilities denominated in EUR Assets and liabilities denominated in USD

Year ended Year ended Year ended Year ended Year ended Year ended
Amounts in 31 December 31 December 31 December 31 December 31 December 31 December
£000 2020 2019 2018 2020 2019 2018
Assets 5,419 1,869 2,497 6,068 1,083 1,680
Liabilities -1,995 -4,459 -6,112 -5 -417 -291
Net exposure 3,424 -2,590 -3,615 6,063 577 1,389
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Foreign currency sensitivity analysis
The Group is mainly exposed to the Euro and US Dollar currencies, used in all segments.

The following table details the Group’s sensitivity to a 5% increase and decrease in GBP
against the relevant foreign currencies. 5% represents management’s assessment of the
reasonably possible change in foreign exchange rates. The sensitivity analysis includes only
outstanding foreign currency denominated monetary items and adjusts their translation at
the period end for a 5% 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.

Net exposure

Year ended

Year ended 31 Year ended 31 31 December

Amounts in £7000 December 2020 December 2019 2018
EUR 3,424 -2,590 -3,615
Conversion rate 0.90472 0.85391 0.90171
Impact GBP strengthening: FX + 5% 171 -793 -619
Impact GBP weakening: FX - 5% -171 -1,149 -1,065
usb 6,063 577 1,389
Conversion rate 1.35772 1.11998 1.14430
Impact GBP strengthening: FX + 5% -289 -27 -66
Impact GBP weakening: FX - 5% 319 30 73

Interest rate risk management

The Group borrows funds at fixed interest rate and therefore it is not exposed to significant
interest rate risk.

Credit risk management

Credit risk refers to the risk that a counterparty will default on its contractual obligations
resulting in financial loss to the Group. The Group has adopted a policy of only dealing with
creditworthy counterparties and obtaining sufficient collateral where appropriate, as a means
of mitigating the risk of financial loss from defaults. The Group uses publicly available financial
information and its own trading records to rate its major customers’ risk levels. The Group’s
exposure and the credit ratings of its counterparties are continuously monitored and the
aggregate value of transactions concluded is spread amongst approved counterparties.

The Group uses debt collection agencies and government-backed schemes to collect difficult
aged debts as a last resort.

Trade receivables consist of a large number of customers, spread across diverse geographical
areas. Ongoing credit evaluation is performed on the financial condition of accounts
receivable and, where appropriate, credit guarantee insurance cover is purchased.
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The credit risk on liquid funds is limited because the counterparties are banks with high credit
ratings assigned by international credit-rating agencies.

The carrying amount of the financial assets recorded in the historical financial information,
which is net of impairment losses, represents the Group’s maximum exposure to credit risk
as no collateral or other credit enhancements are held.

Liguidity risk management

Ultimate responsibility for liquidity risk management rests with the Board of Directors, which
has established 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, banking facilities and
reserve borrowing facilities, by continuously monitoring forecast and actual cash flows, and
by matching the maturity profiles of financial assets and liabilities.

Ligquidity and interest risk tables

The following tables detail the Group’s remaining contractual maturity for its non-derivative
financial liabilities with agreed repayment periods. The tables have been drawn up based on
the undiscounted cash flows of financial liabilities based on the earliest date on which the
Group can be required to pay. The table includes both interest and principal cash flows. The
contractual maturity is based on the earliest date when the Group may be required to pay.

Effective Less
interest than1 1-3 3 months 1-5
rate month months to 1 year years 5+ years Total
% £000 £000 £000 £000 £000 £'000
31 December 2020
Variable interest rate
instruments - - - - - -
Fixed interest rate instruments 7.5 58 103 411 1,566 1,224 3,362
31 December 2019
Variable interest rate
instruments - - - - - -
Fixed interest rate instruments 10.4 348 427 1,707 9,041 1,926 13,451
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The following table details the Group’s expected maturity for its non-derivative financial
assets. The tables below have been drawn up based on the undiscounted contractual
maturities of the financial assets including any interest that will be earned on those assets.
The inclusion of information on non-derivative financial assets is necessary to understand the
Group’s liquidity risk management as the liquidity is managed on a net asset and liability basis.

Effective
interest Less than 1 3 months
rate month to 1year 1-5 years Total
% £'000 £'000 £'000 £'000

31 December 2020
Non-interest
bearing - 169,558 74 234 171,360
31 December 2019
Non-interest
bearing - 2,499 193 378 3,453

Fair value measurements

The information set out below provides information about how the Group determines fair

values of various financial assets and financial liabilities.

The following table provides an analysis of financial instruments that are measured
subsequent to initial recognition at fair value, grouped into Levels 1 to 3 based on the degree

to which the fair value is observable:

e Level 1 fair value measurements are those derived from quoted prices (unadjusted) in

active markets for identical assets or liabilities;

e Level 2 fair value measurements are those derived from inputs other than quoted prices
included within Level 1 that are observable for the asset or liability, either directly (i.e. as

prices) or indirectly (i.e. derived from prices); and

e Level 3 fair value measurements are those derived from valuation techniques that include
inputs for the asset or liability that are not based on observable market data

(unobservable inputs).
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Fair value of the Group’s financial assets and financial liabilities that are measured at fair
value on a recurring basis

Some of the Group’s financial assets and financial liabilities are measured at fair value at the
end of each reporting period. The following table gives information about how the fair values
of these financial assets and financial liabilities are determined (in particular, the valuation
technique(s) and inputs used).

Fair value as at

£000 Significant
Financial assets/ | 31/12/20 | 31/12/19 | 31/12/18 | Fairvalue | Valuation technique(s) unobservable Relationship of unobservable inputs to
financial liabilities hierarchy and key input(s) input(s) fair value
1) | Contingent 1,834 - 1,415 2 | Payments due in
consideration September 2021 and
2022, estimated
according to the
probability of payment
2) | Trade and = 3 5 2 | Monte Carlo simulation | Expected If the expected volatility was 5% higher
other model volatility of 84.3% | or lower while other variables were held
payables: used for constant, the carrying amount would
Options December 2019 respectively increase by £5,000 and
classified as decrease by £3,000 as at December
liabilities — 2019.
Warrant
Primerdesign
3) | Trade and - 666 - 2 | Monte Carlo simulation | Expected If the expected volatility was 5% higher
other model volatility of 65.9% | or lower while other variables were held
payables: used for constant, the carrying amount would
Options December 2019 respectively increase by £320,000 and
classified as decrease by £286,000 as at December
liabilities — 2019.
Warrant
Harbert
4) | Trade and - 176 - 2 | Black—Scholes model Expected
other volatility of 59.7%
payables: used for
Options December 2019
classified as
liabilities —
warrants
Negma
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Fair value measurements recognised in the statement of financial position

Year ended 31 December 2020
Amounts in £7000 Level 1 Level 2 Level 3 Total

Financial liabilities at FVTPL
Debts from the acquisition of shares - 1,834 - 1,834

Total liabilities at FVTPL - 1,834 - 1,834

Year ended 31 December 2019
Amounts in £7000 Level 1 Level 2 Level 3 Total

Financial liabilities at FVTPL
Derivatives financial liabilities — 845 - 845

Total liabilities at FVTPL - 845 - 845

Year ended 31 December 2018
Amounts in £7000 Level 1 Level 2 Level 3 Total

Financial liabilities at FVTPL
Derivatives financial liabilities - 5 1,415 1,420

Total liabilities at FVTPL - 5 1,415 1,420

There were no transfers between Levels during the current or prior year.

The table above only shows the fair value of the financial liabilities as the fair value of the
applicable financial assets are not materially different from their carrying value.
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Fair value of financial liabilities that are not measured at fair value (but fair value disclosures
are required)

Carrying amounts

Year ended Year ended Year ended
31 December 31 December 31 December
2020 2019 2018

Amounts in £'000
Bonds = 4,108 953
Convertible loan notes - 2,248 3,750
Short-term financing facilities - 721 79

Fair value

Year ended Year ended Year ended
31 December 31 December 31 December
2020 2019 2018

Amounts in £'000
Bonds - 4,115 953
Convertible loan notes - 2,386 3,638
Short-term financing facilities - 721 79

Fair value hierarchy of financial liabilities that are not measured at fair value (but fair value
disclosures are required)

Fair value
hierarchy
Bonds 3
Convertible loan notes 3
Bank loans at fixed interest rate 3
Accrued interest 3

There were no transfers between levels during the current or prior year.

45. COMMITMENTS GIVEN AND RECEIVED

As the Group has repaid all borrowings (excluding the lease liabilities) outstanding at
December 2019, the related guarantees granted to the lenders no longer exist.
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46. RELATED PARTIES

Parties related to Novacyt SA are:

- the managers, whose compensation is disclosed below; and

- the Directors of Novacyt SA.

Remuneration of key management personnel

Year ended Year ended

31 December 31 December

Amounts in £°000 2020 2019
Fixed compensation and company cars 867 990
Variable compensation 495 113
Social security contributions 899 140
Contributions to supplementary pension plans 40 47
Share-based payment benefits — LTIP 14,233 -
Total remuneration 16,534 1,290

Aggregate Directors’ remuneration

Year ended Year ended

31 December 31 December

Amounts in £000 2020 2019
Fixed compensation and company cars 705 591
Variable compensation 330 60
Social security contributions 658 100
Contributions to supplementary pension plans 29 26
Fees 33 24
Share-based payments — LTIP 11,110 -
Total remuneration 12,866 801

Related party transactions were made on terms equivalent to those that prevail in arm’s
length transactions.
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47. AUDIT FEES

Year ended Year ended
31 December 31 December
Amounts in £°000 2020 2019

Fees payable to the Company’s Auditor and its associates in respect of the audit

Group audit of these financial statements 144 84
Audit of the Company’s subsidiaries’ financial statements 232 95
Total audit remuneration 376 179

Fees payable to the Company’s Auditor and its associates in respect of non-audit-
related services

Audit-related assurance services - 7
All other services 14 18
Total non-audit-related remuneration 14 25

48. IMPACT OF BREXIT ON THE GROUP’S ACTIVITY

The UK left the EU on 31 January 2020, and the Brexit transition period ended on 31 December
2020 with a Trade and Cooperation Agreement (“TCA”) in place between the UK and EU. Our
overriding priority in preparing for the UK’s exit from the EU has been to maintain continuity
of supply of our products to customers.

To date, the impact of Brexit has not had a material impact on the business but as we are in
the early stages of the post-Brexit era, management continues to monitor and manage the
situation.

49. SUBSEQUENT EVENTS

After the year end, the Group received notification of a contract dispute (see note 50).

50. CONTINGENT LIABILITIES

After the year end, the Group received notification of a contract dispute related to revenue
totalling £129,124,000 in respect of performance obligations satisfied during the financial
year to 31 December 2020. £23,957,000 of invoices in respect of products delivered during
the year is outstanding at the date of signing the financial statements and recovery of the
invoice is dependent on the outcome of the dispute.

After the year end, a further £49,034,000 of product delivered and invoiced in 2021 is unpaid
and part of the commercial discussions that are ongoing.
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The Group has taken independent legal advice and a provision has been made in the financial
statements in respect of management’s best estimate in respect of this claim (see note 30).

Management and the Board of Directors have discussed the legal advice presented to them
and have formed a judgment that, in accordance with the contractual terms, it should be
possible to replace the products in dispute and a product warranty provision has been made
accordingly.

If a claim under the limited assurance warranty is successful then management’s best
estimate of the settlement cost is up to a maximum of £19,753,000, as per note 30, the timing
of any outflow is dependent on settlement of the dispute. If no settlement is achieved and
legal action is required, the timing of any possible outflow will be extended.

It is possible, but not probable, that the refund claim under the limited assurance warranty
will be successful. The timing of any cash outflow is dependent upon the success of a claim
and the terms negotiated for repayment.

If the settlement of the claim is materially different from management’s determination of

replacing the products, the financial statements with regards to revenue and the provision
for product warranty could be significantly impacted.
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