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OXFORD NANOPORE TECHNOLOGIES LIMITED

DIRECTORS’ REPORT
OXFORD NANOPORE TECHNOLOGIES LIMITED DIRECTORS’ REPORT

The Directors are pleased to present their annual report on the affairs of Oxford Nanopore Technologies
Limited (‘the Company’) and its subsidiaries (‘the Group’, or ‘Oxford Nanopore’, or ‘ONT’) and the audited
financial statements for the year ended 31 December 2018.

Principal activities

Oxford Nanopore’s long-term goal is to enable the genetic analysis of any living thing, by any person, in any
environment. The Group’s strategy is to develop a new generation of DNA/RNA analysis technology with
novel, disruptive features, and to commercialise it in a way that is accessible to all, to address existing

centralised models of biological analysis at the same time as opening up new, decentralised market
paradigms.

The principal activities of the Group are to research, develop, manufacture and commercialise a nanopore-
based technology platform that allows the real-time analysis of DNA or RNA. This allows current customers
to perform scientific/biomedical research in a range of areas, including human genetics, cancer research,
environmental analysis, pathogens/antimicrobial resistance, microbiome analysis and crop science. Customers
are now also starting to use the Group’s technology to gain insights into samples for decision-making
purposes ~ so-called ‘Applied’ markets. These emerging uses may include applications in healthcare,
agriculture, biopharma production, food/water supply chain surveillance, and education or consumer markets;
anywhere where DNA information can tell a user about a sample: for example its identity, whether it is
changing, healthy, or diseased.

Only Oxford Nanopore sequencing offers real-time, electronic analysis of DNA or RNA, alongside delivery
of ‘long reads’ and the ability to scale to very small or very large devices.

Initially, Oxford Nanopore launched the world’s only portable, real-time DNA sequencer, the MinION. In
order to disrupt a traditional market, the Company priced a MinlON starter pack at $1,000, making it an
accessible personal sequencer for a wide range of users. The MinION has featured in hundreds of publications
across a diverse range of scientific disciplines and is used inside laboratories as well as in new settings such as
farms, glaciers and oceans.

Nanopore sequencing is also scalable to very high-throughput applications. During 2018, Oxford Nanopore
launched PromethION commercially, after an initial early access programme. This larger device enables up to
144,000 channels to sequence DNA at any time, at a rate of ~450 bases per second per channel. Capable of
delivering >7 terabases of long-read DNA sequence data, PromethION is positioned to address markets that
require larger volumes of data or larger sample numbers, for example population-scale human or plant
genomes. In 2019, the new PromethION 48 came online, to be used to sequence tens of thousands of human
genomes as well as other large projects.

The Group’s range of devices and associated technologies addresses a broad range of current and potential
applications, as follows:

Device Description Yield capability end Typical applications Status (end 2018)

2018 (per flow cell)
MinION The original portable, real- 30 Gb (customer, Sequencing of any sample in | Commercially available since
time DNA/RNA sequencer. using ‘RevD’ flow any location. If sequencing 201S.

cells introduced in larger genomes (e.g. human,

October 2018). plant), MinJON has been
used, but customers may now
prefer to choose GridlON or
PromethION.
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lower-cost, smaller flow cells
for rapid, singlc tests.

e.g. potential future
diagnostics applications in
areas such as rapid infectious
disease
characterisation/panels, food
safety, environmental,
amplicon sequencing, quality

Device Description Yield capability end Typical applications Status (end 2018)
2018 (per flow cell)
GndION Can run up to S MinlON/ 30Gbx 5=150Gb Mid-sized, modular, Commercially available.
Flongle flow cells in a single powerful sequencer useful .
benchtop device with for larger genomes e.g. Grid[ON and Pmr:)xethION (but
embedded compute. human/plant, or higher not MinION) can be used for
service provision; during 2018
frequency of samples. s ;
GridION is compatible with the number of service providers
Flongle for higher numbers using nanopore expanded. =
of smaller tests. hilps:/Midporetechi.co
es/providers
PromethION Up to 48 individual flow As much as 220Gb per | The largest throughput Commercially available.
cells can be run together or flow cell (internal sequencer. Typically chosen
independently. statistics, ~180Gb by customers running large Prom;t:deN Betaz(\;vlas
record in customer projects or large sample launched in May 2018.
hands). Designed for numbers, e.g. population- PromethION 24 (P24) and
up to 48 flow cells to scale human genomes. PromethION 48 (P48) were
be tun on-demand, announced in November 2018
P48, has shown >7Tb and P48 first shipped in May
in single run. 2019. The first P48 reached a
. customer in May 2019, and
within days that customer had
successfully installed the
device, achieving 5Tb of
sequence data in their first run.
Flongle An adaptor for 1.8 Gb (customer) Designed for rapid testing In early access (made
MinlON/GridION, to enable anywhere and on-demand, commercially available in Q1

2019).

connectivity in a fully
portable device.

device for sequencing
anywhere.

testing or rapid prototyping
for other sequencing
experiments.

Additional technelogies

VoITRAX Automated, USB-powered Designed to obviate theneed | VoITRAX vl in use;
device for preparation of for Iab skills, environment or | VolTRAX v2 devices began

| samples without needing lab equipment, and to assist with | shipping in Feb 2019, with
environment or kit. consistent, high-quality DNA libraries generated by the
preparation. device in-field.

Ubik . Low-cost, ultra-rugged Designed to open up new In development: proof of
sample preparation (DNA applications by enabling low- | concept shown May 2018.
extraction and library cost preparation in any
preparation), with no power location, with no power
requirements. requirements.

MinIT A companion to the MinION Powerful compute designed Started shipping late 2018.
personal DNA/RNA to remove the need fora ’
sequencer. Pre-configured laptop to accompany the
with the software that MinION. Enabler of
controls the MinlON sequencing anywhere by
(MinKNOW), carries out anyone.
data acquisition and performs
basecalling.

MinlON MinION, GPU and high- Designed to be an all-in-one | In development: estimated

MkIC resolution screen and mobile sequencer and analysis

shipping Q3 2019.

A review of the Group’s research and development activities and future developments are discussed in the
Strategic Report.
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Events after the balance sheet date

There have been no significant events since the balance sheet date.

Results and dividends

The consolidated statement of comprehensive income is set out on page 18. The directors do not recommend
the payment of a dividend (2017: £nil).

Directors

The directors of the Company during the period, and up to the date of signing the financial statements were as
follows:

PV Allen (Chairman) JP Willcocks

A Aubrey T Cowper (appointed 13 December 2018)

S Gordon-Wild C G Brown (resigned 25 January 2018)

G Sanghera JA McDonald (resigned 13 December 2018)
Disabled employees

Oxford Nanopore is an equal opportunities employer and ensures that applications for employment from
people with disabilities and other under-represented groups are always fully considered, bearing in mind the
abilities of the applicant concerned. In the event of members of staff becoming disabled every effort is made
to ensure that their employment with the Group continues and that appropriate training is arranged. It is the
policy of the Group that the training, career development and promotion of disabled persons should, as far as
possible, be identical to that of other employees.

Employee consultation

The Group places considerable value on the involvement of its employees and has continued to keep them
informed on matters affecting them as employees and on the various factors affecting the performance of the
Group. This is achieved through formal and informal meetings. Employee representatives are consulted
regularly on a wide range of matters affecting their current and future interests.

The employee share scheme has been running successfully since 2006. It is open to all employees and further
details are provided in Note 25 to the accounts on page 48.

Auditor
Each of the persons who is a director at the date of approval of this annual report confirms that:

] so far as the director is aware, there is no relevant audit information of which the Group's auditor is
unaware; and

° the director has taken all the steps that he/she ought to have taken as a director in order to make
himself/herself aware of any relevant audit information and to establish that the Group's auditor is
aware of that information.

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

Deloitte LLP have expressed their willingness to continue in office as auditor. A resolution to reappoint them
will be proposed at the forthcoming Annual General Meeting.

On behalf of the board

G Sanghera, —
Director
2™ August 2019
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The Directors are pleased to present the Strategic Report of Oxford Nanopore Technologies Limited and its
subsidiaries, and the audited financial statements for the year ended 31 December 2018.

Historical Financial Information and Key Performance Indicators

Oxford Nanopore’s long term goal is to enable the genetic analysis of any living thing, by anyone, anywhere.

Oxford Nanopore Technologies has developed the world’s only commercial nanopore sequencing devices.
These offer a combination of features that is unique in the market: real-time data that enables rapid insights;
formats that can be scaled from tiny/portable to ultra-high throughput; long reads that confer multiple benefits
in biological analysis; and direct sequencing (without surrogate markers such as fluorescence), which can
enable direct epigenetic analysis and simplify workflows.

Oxford Nanopore was founded in 2005, and the first decade of its operation was focused on developing its
proprietary, electronics-based technology platform that could perform nanopore sensing in real time, in
massively parallel formats. A multi-disciplinary R&D team that spans novel electronics through to
sophisticated chemistry developments brought the technology to fruition, and the Group has continued to
invest heavily in R&D, to maintain its innovation advantage in its current and potential markets.

The Group commenced commercial activities in mid-2015, and has invested in expanding its supply chain,
production facilities and commercial infrastructure. This supports the Group’s strategy of market disruption;
by selling sequencing devices into the market, at accessible price points and to a broad range of customers.
The Group aims to bring the novel properties of nanopore sequencing to a disparate group of users for whom
biological information is useful either for research purposes or for other types of decision making.

Year ending 31 Dec: 2015 2016 2017 2018
Revenue USD ($m) $1.1 $6.2 $17.8 $43.6
Revenue GBP (£m) £0.7 £4.5 £13.8 £32.5
Loss after Tax GBP (£m) £38.5 £59.1 £56.5 £53.1
Average headcount 243 288 343 408
year average exchange $1.57 31.38 31.29 $1.34
rate used* (3:£)
* Whilst the Group does aot report in USD, it is a hefpful indicator for understanding the Group’s sales, which are predominantly denominated in USD.

The principal financial management objectives for the Group are revenue generation, controlling overall
spend in line with budgets approved by the Board and ensuring that the Group has adequate cashflows to fund
operations.

Group Revenue has increased by £18.7m from £13.8m in 2017, representing growth of 136% as a result-of
higher sales volumes for devices and flowcells. The loss after tax reduced by £3.4m from £56.5m in 2017 to
£53.1m in 2018 with increased overheads not fully offsetting the growth in revenue. For the year ended 31
December 2018, the Group’s net loss of £53.1m (2017: £56.5 m) was in line with budgets approved by the
Board. Contributing to this loss total operating expenses increased by £6.2m to £78.8m due to the increased
sales volumes

Net movements in cash, cash equivalents and other financial assets for the year ended 31 December 2018
were an inflow of £25.5m (2017: £56.3m outflow), due to a fund raising of £100m completed in the year,
mainly offset by the loss of £53.1m and capital additions of £17.8m. At 31 December 2018, the Group’s
balance of cash, cash equivalents and other financial assets of £93.3m (2017: £67.8m) is considered adequate

. to fund the Group’s operations for the foreseeable future. The Group intend to raise funds in 2019 to expand
global commercial activities.

These financial targets are supported by non-financial targets which are based on technical progress made in
research and development. The non-financial targets are confidential and therefore are not disclosed in these
financial statements but are related to the achievement of specific performance thresholds of its product
portfolio, pipeline and commercial objectives.
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Balance sheet review
The most notable items on the balance sheet, including changes from 31 December 2017 are as follows:

- Intangible assets increased by £6.4m due to capitalisation of development costs incurred in the year
in relation to platform enhancements;

- Property, plant and equipment increased by £5.1m to £26.5m as depreciation of £6.1m only partially
offset additions of £11.2m, which consisted primarily of capitalised PromethION devices sold under
lease contract;

- Inventory increased by £12.2m to ensure manufacturing processes can meet increased demand,;

- Trade and other receivables increased by £12.1m to £20.8m as a result of increased sales of devices
and flowcells;

- R&D tax credit recoverable decreased from £14.8m to £8.6m due to timing of historical claims in
2016 not being received until early 2018;

- Other financial assets increased by £48.0m as part of cash management strategy to place funds on
short term fixed rate deposits until they are required by the business;

- Trade and other payables increased by £6.6m to £21.8m due to increase in purchasing activity to
match sales demand.

Business summary: 2018

Oxford Nanopore develops and commercialises a new generation of novel DNA and RNA sequencing
technology, as well as surrounding technologies that enable the use of nanopore sequencing. Nanopore
sequencing offers a unique combination of properties: real-time, long-read, direct, and scalable from small to
large formats. The long-term goal of the Group is to enable the analysis of any living thing, by any person, in
any environment.

Customers and potential customers for nanopore sequencing technology may broadly be divided into those
who are using sequence data for research purposes, and those who may be interested in the data to gain
insights that might enable decision-making, for example in food safety, outbreak surveillance, agriculture, etc.
- these are broadly referred to as ‘applied markets’. Some potential applied market uses of sequencing
may be in regulated environments.

Commercial progress

In 2018, we made substantial technical and commercial progress.

The community of nanopore users expanded to include a larger number of users with a broader scientific
outlook. During 2018, approximately 100 publications described the use of nanopore sequencing in a range of
application areas that include:

e  at the start of the year, the most complete human genome sequence with a single sequence technology
was published, having used MinION.! This January 2018 publication highlighted the importance of
nanopore long reads in assembling large genomes, reaching parts of the genome previously inaccessible
to other technologies. It was followed by a variety of human genetics publications that increasingly used
the higher throughput GridION and PromethION to drive throughput and cost. This included a complete
Y chromosome centromere, and larger-scale human genome projects, e.g. Amgen’s DeCode genetics’
comment in October 2018 that they had used nanopore technology to ‘sequence several hundred
genomes’; In early 2019 numerous new research projects were published or presented that highlighted
more complete assemblies of genomes using nanopore and at increasingly large scale. This included the
announcement of a project that will use PromethION to sequence 100,000 human genomes over 2-3
years.
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e arange of analyses of infectious diseases, from liver abscesses? to drug-resistant E coli. These
highlighted the utility of real-time analysis for rapid insights, and portable formats for easy access and
decentralised usage. In early 2019, the first accreditation for diagnostic use of nanopore in infectious
disease was announced by the University of Bem Institute for Infectious Disease;

e real-time analysis of outbreaks including yellow fever,> meningococcal disease? and Foot and Mouth;?

e identifying salmonella subtypes from food samples. In early 2019 the first accredited food safety test
using nanopore was announced by ClearLabs;5

e plant genomes, which are large and complex and well suited to high-throughput, long read sequencing
by nanopore technology. In 2018, the genomes of Sorghum and Oryza (rice) were sequenced with
nanopore, which was also used in a range of other analyses of plants and their pathogens. In 2018, one
researcher reported that they had used nanopore sequencing to assemble100 tomato genomes in 100 days,
highlighting the importance of long-read nanopore data when used in abundance on GridION or
PromethION; and

e RNA analysis, whether using the novel Direct RNA analysis method as featured on the cover of Nature
Methods,” or the Group’s approach to transcriptome analysis, which uses cDNA analysis that delivers
full-length RNA transcript sequences in abundance.?

Expanding a commercial team to access broader markets and territories

Oxford Nanopore aims to make sequencing easier and more accessible by a broad range of users. We develop
our products towards a ‘plug and play’ goal, so that customers can ‘self-serve’ using our digital platforms for
e-commerce and customer training/support. However, we also recognise that to nurture the market and
support customers we need to complement our digital capacity with a strong commercial team and in 2018 we
expanded our sales, market development and support personnel. During the year we added commercial
capacity at offices in San Francisco, Shanghai and Singapore, as well as expanding our field-based teams
across the USA, Europe and Asia.

Expanding manufacturing and operational capacity

In line with increased demand for nanopore sequencing products and the trajectory of innovation, the Group
started to build a new manufacturing facility at Harwell, Oxford, UK. This facility is designed to provide
high-throughput, high-tech manufacturing with increased automation and will have the capability to support
the increasing demand for nanopore products in the short to medium term. In July 2019, the Group announced
that it had started high-tech, automated manufacturing processes at its new 34,500 sq ft facility.

Disruption through innovation

Oxford Nanopore has invested heavily in R&D across multiple disciplines including electronics, chemistry,
molecular biology, materials science, engineering and software/informatics. Our skilled and determined team
has delivered an integrated, scalable technology platform that has started to disrupt the industry of DNA
analysis.

Through ougoing investment in this R&D function, we are driving continuous improvement of the
performance of our sequencing technology, as well as creating a rich pipeline of new technologies. We also

centre=%78%22tars%22%3A%S B%7 32622 valucta22%3A%I2 RNALIFeD
0=247 8262 2currentPage%623%IA0%62C %2 2tomiPancs %2 2% IN62362C %2 2den;
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innovate to address crucial parts of the workflow that will enable us to expand the market for DNA
information — most notably sample preparation and analysis.

Continuous performance improvement:

e Yield and cost per Gb: during 2018, a number of releases, including a new ‘RevD’ flow cell and a new
release of the MinKNOW software, enabled us to increase the yield of sequence data that was produced
from a single flow cell. As the pricing of flow cells has remained constant, this improvement equates to a
substantial improvement in per-Gb data costs to the customers.

o MinION/GridION yields increase: In 2018 the customer record for data generated from a
MinlON/GridION flow cell was ~30 Gb, making the MinlON a powerful tool for genomic
analysis.

o Ultra-high throughput: in May, following a period of acceleration of performance of
PromethION, this large device was released from an early access programme into commercial
availability. At the end of 2018 we announced that two formats would become available in 2019:
P48 to run up to 48 flow cells, and P24 to run up to 24. This allows a choice of formats between
groups focused on very high and ultra-high throughput projects. During early 2019 early
internal P48 runs yielded as much as 7Tb of sequence data, positioning the device for ultra-high
throughput genomics. The first customer run, in May 2019, yielded 5Tb, enabling population-
scale genomic projects with nanopore long reads at a competitive cost.

e Accuracy: the novel properties of nanopore sequencing lend themselves to a broad range of existing and
emerging applications. In particular, long reads have characterised and assembled parts of the genome
that short read technologies cannot, conferring biological advantages in understanding structural
variation, repetitive regions and “hidden” disease-relevant genes. In addition to being able to provide
broad coverage of genomes and high-value assemblies, the Group is also focused on driving the highest
accuracy of its sequence data. This is done through a combination of different technological advances,
including improved basecalling algorithms and new types of nanopore.

During 2018 a number of releases contributed to increases in consensus accuracy (a metric typically
used by scientific researchers) including:

o the release of Medaka (a tool to create a consensus sequence from basecalled nanopore
sequencing data). This task is performed using neural networks applied from a pile-up of
individual sequencing reads against a draft assembly. It outperforms graph-based methods
operating on basecalled data, and can be competitive with state-of-the-art signal-based methods,
whilst being much faster;

o the release of a new basecaller based on the ‘Flip-flop’ algorithm, which enhances single-
molecule accuracy and homopolymer resolution. This was enabled in Guppy, which was
released in 2018;

o inearly 2019, a combination of these newer tools was capable of delivering >Q40 (99.99%)
consensus accuracy on certain genomes with the R9.4.1 nanopore; and

o anew type of nanopore, R10. At the end of 2018, nanopore devices use the R9.4.1 nanopore; the
R10 nanopore has a longer barrel and dual reader head, enabling certain improvements in
accuracy. R10 was released into early access in March 2019 after achieving Q54 (99.999%)
consensus accuracy on a small genome in internal testing.

» In addition, numerous examples emerged of high test accuracy to enable decision-making in healthcare or
industrial settings, for examples in diagnosis of Huntingdon’s disease or infectious disease, or in food
safety testing. In these cases, improved turnaround time enabled by nanopore’s real-time data analysis is
also a critical driver of these applications.

¢  Breadth of applications: a number of kit releases were achieved in 2018, along with improved guidance
to customers on how to choose the most suitable workflow from an increasing range of choices. For
example, RNA002, an upgrade for direct RNA sequencing — an application that is unique to nanopore
sequencing — was released in September 2018.

Pipeline: innovation for future markets

To progress closer to the goal of enabling any person to use our technology to analyse any living thing, in any
environment, we need to make the entire process of sample-to-result quick, easy and effective. To achieve
this, not all of the Group's innovation is focused on sequencing. The steps of DNA extraction from the
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Pipeline: innovation for future markets (continued)

sample, preparation of that sample for sequencing and subsequent data analysis are also key parts of our R&D
programme. We believe that investment in these areas is critical to open up new broad markets for potentially
substantial long-term investor return.

Sample preparation: sample preparation can be complicated and time-consuming, particularly with
competitor technologies. While Oxford Nanopore offers a ten-minute library preparation protocol, we still
wish to push for further ease of use and consistency. VoITRAX, our innovative, programmable, automated,
rapid preparation device, was released into early customer use in 2017, with promising results. For example, it
was used in an end-to-end workflow to identify an infection of a prosthetic hip joint, providing an early
indication that the device could help to open out new applied markets. In 2018, customers started to access
VoITRAX v2, which is designed to offer an expanded range of features including heating/cooling, to enable
PCR on the device. This will be more broadly released in 2019.

Sample preparation — Ubik: This R&D project is focused on producing a very low-cost consumable device
that does not rely on a power supply. The device will be designed to perform sample extraction from liquid
media and prepare that sample for nanopore sequencing. Such a device could, we believe, open up true
anyone/anywhere analyses, particularly for rural and remote settings. In May 2018, proof of concept was
shown when Ubik was used on stage at our annual conference, London Calling. CTO Clive Brown provided
saliva into the tube, which was agitated by hand to free oral microbiome and human DNA, subsequently
sequenced with a MinION.

Sequencing - Flongle: this sequencing adapter is compatible with MinION and GridION. Designed to run
smaller, low-cost flow cells, it is well suited for rapid, smaller tests in any environment. We anticipate that
Flongle will serve research uses - for example, quality control or high-frequency tests with lower data volume
requirements. However, the main benefit of Flongle is expected to be in the applied markets such as
food/water testing or, potentially, diagnostics. It is a unique opportunity to provide the rich data that
DNA/RNA sequencing can give, in combination with portability, rapidity and affordability. Flongle was
released into early access in 2018, with successful data including analysis of genetic panels. Flongle was
made available on the nanopore store in early 2019.

Data analysis - EPI2ME: many current nanopore customers are ‘wet lab’ scientists who would normally
collaborate with bioinformaticians in order to interpret their results. Oxford Nanopore aims to provide
analytical workflows that open up sequencing to scientists with little bioinformatics resource or skills. The
EPI2ME platform has been developed in order to enable real-time analysis of nanopore data. Currently,
customers are offered a selection of workflows including ‘What’s in my pot?’ (WIMP), a real-time species ID
analysis, barcoding, custom reference alignment and a human exome mapper.

Data analysis - MinIT: as the performance of MinION has increased, our customers sometimes need high
specification laptops to use the MinION to its full potential. In 2018 we released MinlT, a powerful,
preconfigured accessory for MinION, containing GPU technology. MinIT simplifies the IT experience for
MinION and enables real-time data analysis in a small device.

Sequencing - MinION Mk1C: Oxford Nanopore is developing the MinJON Mk1C, a single device that
integrates a sequencer to run MinION flow cells or a Flongle adapter, with integrated GPU compute and a
high-resolution screen. With mobile connectivity, the MinION Mk1C is designed to bring easy sequencing to
more people in more locations. Pre-orders are being taken and release is expected in 2019,

Sequencing - SmidgION: Oxford Nanopore is currently developing SmidgION, a DNA/RNA sequencer,
based on the same nanopore technology in current devices, that will work when connected to a smartphone.
The Group is currently developing bespoke electronics to enable SmidgION, including a new, low power
ASICr. Example uses could potentially include: analysis of blood/sputum/saliva at home or at the point of
care; industrial testing in food, environment, or industrial settings; citizen science; diagnostics for pets and
veterinary uses as well as for humans.

11
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Fundraising

On 20 March 2018, Oxford Nanopore raised £100 million ($140 million) in new funding via a private
placement of ordinary shares in the Group. The funds were raised from global investors from China,
Singapore and Australia, as well as from existing investors and were raised to support the Group’s next phase
of commercial expansion. This includes a new high-volume, high-tech manufacturing facility in Oxford, to
support accelerating demand for the Group’s sequencing technology, the growth of the commercial team,
which already serves more than 80 countries, and the support of the Group’s R&D to expand its suite of
nanopore analysis devices.

Going concern

The Group held £93.3m of cash, cash equivalents and other financial assets at the end of 2018. The Group
started commercialising its products in mid-2015 and has continued to invest in R&D and commercial
expansion, although the Group is loss making at present. The Group is targeting further significant increases
in revenues and gross margins in order to achieve profitability and expects to significantly reduce cash burn
by early 2020.

The directors have a reasonable expectation that, despite the current uncertain economic outlook, the Group
has adequate resources to continue in operational existence for the foreseeable future. Thus, they continue to

adopt the going concem basis of accounting in preparing the financial statements.

The Group intend to raise funds in 2019 to expand global commercial activities.

Principal risks and uncertainties

The principal risks and uncertainties facing the Group relate to whether the Group will be successful in fully
developing its technology and whether the technology will be commercially successful.

Risk and/or uncertainty

Mitigation

Financial: the Group continues to invest in the expansion of
the business, both pushing innovation and building commercial
infrastructure. As such, it is loss-making at present and requires
continued financial resources to increase its commercial and
operational activities in order to achieve profitability.

On 20 March 2018, the Group announced that it had raised £100 m
to fund the new manufacturing facility, commercial expansion and
continued development of new innovative products. The Directors
believe that the current financial resources are sufficient to fund
operations for the foreseeable future.

1 Technological: the Group aims to drive sales by continuously
improving the technology and expanding its range to address
existing and new markets.

The Group sets ambitious targets for its technology development
and aims to recruit and develop the best employees to fulfil these
targets.

During the period the Group has launched the PromethION, a very
high throughput device, as well as numerous improvements to the
technology that have developed yield (cost) and accuracy
enhancements across the platform to levels that are increasingly
competitive in the market.

The continued culture of innovation is core to the success of the
Group.

The Group’s strategy is to engage early with users of the
technology to ensure that the technology is closest to what is
needed by customers and to accelerate the debugging and adoption
of technology iterations.

Commercial: in order to continue to increase its revenues and
the number of customers, the Group must continue to expand
its commercial presence and to deploy efficient commercial
strategies to reach its target customers.

The Group is currently investing in increased commercial resources

across more markets and territories, as well as spending more time
developing applied solutions and putting in place more long-term
relationships with larger customers, in different application areas.

Intellectual property: as the Group continues to expand its
R&D and commercial activities, it must continue to develop
and protect its patent portfolio in order to protect its intellectual

property.

The Group treats intellectual property as a priority for the business.
As well as expanding its collaborations with a number of leading
academic institutions, the Group has invested considerable
resources in protecting its current IP portfolio from litigation and

lawsuits (see Note 28).
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OXFORD NANOPORE TECHNOLOGIES LIMITED

STRATEGIC REPORT (CONTINUED)

Risk and/or uncertainty

Miltigation

Expansion of manufacturing activity: as the Group expands
usage of its current products, as well as increasing its rangc and
volume of products, it will require additional manufacturing
capacity to meet this demand.

The Group is currently building a new 35,000 square foot
manufacturing plant in Oxfordshire, which will come online later in
2019.

As with all high tech, complex manufacturing, the Group is precise
about the nature of this manufacturing expansion. The nature and
processes adopted by the Group will continue to evolve over time.

Reliance on suppliers: due to the complexity and diversity of
its products, the Group works with a number of key suppliers
across a broad range of items. ‘

The Group is working towards mitigating these risks with
alternative sources of supply, together with a culture of continuous
improvement across all products.

Retention of and refiance on key employees: The Group has
been developing its technologies since 2005 and aims to recruit
the best possible employees across a range of disciplines that
can be highly specialised.

The Group strives to provide a stable and motivating environment
for all employees, with excellent employment packages designed to
attract and retain key employees across all parts of the Group.

Regulation: The Group operatcs in a number of countries and
sectors, some of which are highly cegulated.

The Group’s products are currently sold for Research use only, but
in the future may be adopted for clinical or other regulated

purposes.

The Group is planning for this eventuality, both from a regulatory
and manufacturing perspective and adding resources as required.

During the year the Group achieved certification to 1SO 9001.

Competitors: Many of the Group’s competitors are considerably
larger than the Group and have considerably more commercial
and financial resources, as well as lobbying power.

The Group continues to monitor the activities of the competitors, and
to present the advantages of our technology over incumbent
technology.

The Group aims to stay ahead by producing novel products that offer
new properties and will compete on more traditional performance
metrics, ambitious innovation and maintaining a close and authentic -
relationship with its customer community.

» Cyber Security risks: including loss of data and website
inaccessibility.

The Group continues to invest heavily in its technological assets.

In 2017, the Group achieved accreditation to ISO 27001.

UK exit from European Union (“Brexit”): The impact of the
UK’s decision to leave the EU is not yet clear and could
significantly affect the fiscal, monetary and regulatory
landscape in the UK.

The Group has made contingency plans for a number of
eventualities as a result of current negotiations which aim to reduce
the impact on the business as far as possible. However, due to the
uncertainty surrounding this issue, it is difficult to fully understand
the impact will eventually have on the business.

The Group’s processes to manage their principal financial risks are outlined in Note 16. Current litigation

involving alleged patent infringement is described in Note 28.

On behalf of the board

G Sanghera, Director
204 August 2019
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OXFORD NANOPORE TECHNOLOGIES LIMITED

DIRECTORS’ STATEMENT OF RESPONSIBILITIES

The directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with International Financial Reporting
Standards (IFRSs) as adopted by the European Union. Under company law the directors must not approve the
financial statements unless they are satisfied that they give a true and fair view of the state of affairs of the
Company and of the profit or loss of the Company for that period. In preparing these financial statements,
International Accounting Standard 1 requires that directors:

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

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

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the company’s transactions and disclose with reasonable accuracy at any time the financial position of the
company and enable them to ensure that the financial statements comply with the Companies Act 2006." They
are also responsible for safeguarding the assets of the company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

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

By order of the Board

Director Director
G Sanghera T Cowper
2" August 2019 2™ August 2019
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF OXFORD
NANOPORE TECHNOLOGIES LIMITED

Report on the audit of the financial statements
Opinion
In our opinion:

o the financial statements of Oxford Nanopore Technologies Limited (the ‘parent company’) and its
subsidiaries (the ‘group’) give a true and fair view of the state of the group’s and of the parent
company’s affairs as at 31 December 2018 and of the group’s loss for the year then ended;

e the group financial statements have been properly prepared in accordance with International Financial
Reporting Standards (IFRSs) as adopted by the European Union;

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

o the financial statements have been prepared in accordance with the requirements of the Companies Act
2006.

We have audited the financial statements which comprise:

the consolidated income statement;

the consolidated statement of comprehensive income;

the consolidated and parent company balance sheets;

the consolidated and parent company statements of changes in equity;
the consolidated statement of cash flows; and

the related Notes 1 to 29.

The financial reporting framework that has been applied in their preparation is applicable law and IFRSs as
adopted by the European Union and, as regards the parent company financial statements, as applied in
accordance with the provisions of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the auditor's responsibilities
for the audit of the financial statements section of our report.

We are independent of the group and the parent company in accordance with the ethical requirements that are
relevant to our audit of the financial statements in the UK, including the Financial Reporting Council’s (the
‘FRC’s’) Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Conclusions relating to going concern
We are required by ISAs (UK) to report in respect of the following matters where:
o the directors’ use of the going concern basis of accounting in preparation of the financial statements
is not appropriate; or
e the directors have not disclosed in the financial statements any identified material uncertainties that
may cast significant doubt about the group’s or the parent company’s ability to continue to adopt the

going concern basis of accounting for a period of at least twelve months from the date when the
financial statements are authorised for issue.

We have nothing to report in respect of these matters.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF OXFORD
NANOPORE TECHNOLOGIES LIMITED (CONTINUED)

Other information

The directors are responsible for the other information. The other information comprises the information
included in the annual report, other than the financial statements and our auditor’s report thereon. Our opinion
on the financial statements does not cover the other information and, except to the extent otherwise explicitly
stated in our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the financial statements or
our knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such
material inconsistencies or apparent material misstatements, we are required to determine whether there is a
material misstatement in the financial statements or a material misstatement of the other information. If, based
on the work we have performed, we conclude that there is a material misstatement of this other information, we
are required to report that fact. :

We have nothing to report in respect of these matters.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the directors determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the group’s and the parent
company’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors either intend to liquidate the group or the
parent company or to cease operations, or have no realistic altemative but to do so.

Auditor’s responsibilities. for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these tinancial statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s
website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

Report on other legal and regulatory requirements
Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

e the information given in the strategic report and the directors’ report for the financial year for which
the financial statements are prepared is consistent with the financial statements; and

e the strategic report and the directors’ report have been prepared in accordance with applicable legal
requirements.

16



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF OXFORD
NANOPORE TECHNOLOGIES LIMITED (CONTINUED)

Report on other legal and regulatory requirements (continued)

In the light of the knowledge and understanding of the group and of the parent company and their environment
obtained in the course of the audit, we have not identified any material misstatements in the strategic report or
the directors’ report.

Matters on which we are required to report by exception

Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opinion:

» adequate accounting records have not been kept by the parent company, or returns adequate for our
audit have not been received from branches not visited by us; or

e the parent company financial statements are not in agreement with the accounting records and returns;
or
certain disclosures of directors’ remuneration specified by law are not made; or
we have not received all the information and explanations we require for our audit.

We have nothing to report in respect of these matters.

Use of our report

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

Ao Lownr

Andrew Evans, FCA (Senior statutory auditor)
For and on behalf of Deloitte LLP

Statutory Auditor

Reading, United Kingdom

2 August 2019
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OXFORD NANOPORE TECHNOLOGIES LIMITED

CONSOLIDATED INCOME STATEMENT
For the year ended 31 December 2018

2018 2017
Note » £000’s £000’s
Revenue ’ 4 32,521 13,787
Cost of Sales (16,506) (7,061)
Gross Profit _ 16,015 6,726
Operating expenses
Direct research & development expenses (37,102) (34,979)
Selling, General & Administrative expenses (41,639) (37,682)
Other Operating Income and Expenditure {19 48
Total operating expenses (78,760) (72,613)
Loss from eperations ' (62,745) (65,887)
Finance costs, net of exchange loss 9 (423) (519)
Finance income, net of exchange gain 9 1,143 540
Loss before tax s (62,025) (65,866)
Tax credit ’ 10 8,906 9,330
Loss for the year after tax (53,119) (56,536)
The results of the Group are all derived from continuing operations.
CONSOLIDATED‘ STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2018
2018 2017
£000’s £000’s
Attributable to: Equity shareholders of the parent.
Loss for the year ) - (53,119) (56,536)
Items that may be reclassified subsequently to profit or loss
Exchange differences on transtation.of foreign operations 118 (36)
Total comprehensive loss (53,001)

(56,572)



OXFORD NANOPORE TECHNOLOGIES LIMITED

CONSOLIDATED BALANCE SHEET
As at 31 December 2018

Note
Non-current assets
Intangible assets it
Property, plant and equipment 12
Current assets
Inventory 14
Trade and other receivables 15
Contract assets 2
R&D tax credit recoverable 10
Other financial assets 16
Cash and cash equivalents 23
Total assets
Current liabilities
Trade and other payables 17
Non-current liabilities
Loan 18
Provisions 18
Total liabilities
Net assets
Equity
Share capital 19
Share premium reserve 20
Retained earnings 21
Translation reserve 22
Total equity

2018 2017
£000°s £000°s
6,405 -
26,464 21,376
32869 21376
18,603 6,449
20,816 8,715
1,000 184
8,579 14,786
58,000 10,000
35,321 57,797
142,319 97,931
175,188 119,307
(21,790)  (15,218)
(21,790)  (15,218)
(9,500) (9,500)
(1,005) (1,005)
(32,295)  (25,723)
142,893 93,584
33 31
450,231 351,409
(307,231)  (257,618)
(140) (238)
142,893 93,584

The financial statements of Oxford Nanopore Technologies Limited (Registered number 05386273) were approved

by the board of directors and authorised for issue on 2™ August 2019. They were signed on its behalf by:

G Sanghera Director
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OXFORD NANOPORE TECHNOLOGIES LIMITED

COMPANY BALANCE SHEET
As at 31 December 2018

Note
Non-current assets
Intangible assets 11
Property, plant and equipment 12
Investments 13
Current assets
Inventory 14
Trade and other receivables 15
Contract assets 2
R&D tax credit recoverable 10
Other financial assets 16
Cash and cash equivalents 23
Total assets
Current liabilities
Trade and other payables ' 17
Non-current liabilities
Loan 18
Provisions 18
Total liabilities
Net assets
Equity
Share capital 19
Share premjum reserve 20
Retained earnings 21
Total equity

2018 2017
£000°s £000s
6,405 :
25,209 21,286
25 25
31,639 21311
18,105 6,232
20,484 7,203
466 86
8,579 14,786
58,000 10,000
34,368 57,453
140,002 95,760
171,641 117,071
(18,837)  (13,535)
(18,837)  (13,535)
(9,500) (9,500)
(1,005) (1,005)
(29342)  (24,040)
142,299 93,031
33 31
450231 351,409
(307,965)  (258,409)
142,299 93,031

As permitted by section 408 of the Companies Act 2006, the Company’s statement of comprehensive income has
not been included in these financial statements. The Company’s loss for the year was £53.0m (2017: £56.9m).

The financial statements of Oxford Nanopore Technologies Limited (Registered number 05386273) were approved

by the board of directors and authorised for issue on 2™ August 2019. They were signed on its behalf by:

G Sanghera Director
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OXFORD NANOPORE TECHNOLOGIES LIMITED

STATEMENTS OF CHANGES IN EQUITY
for the year ended 31 December 2018

Consolidated

Balance at 1 January 2017

Loss for the year

Exchange gain on translation of
subsidiary

Issue of share capital

Cost of share issue

Employee share-based payments

Balance at 31 December 2017

Loss for the year

Exchange gain on translation of
subsidiary

Issue of share capital

Cost of share issue

Employee share-based payments

Balance at 31 December 2018

Company

Balance at 1 January 2017
Loss for the year

Issue of share capital

Cost of share issue

Employee share-based payments

Balance at 31 December 2017

Loss for the year

Issue of share capital

Cost of share issue

Employee share-based payments

Balance at 31 December 2018

Share
Share Premium Retained  Translation
Capital Account Earnings Reserve Total
£000’s £000’s £000’s £000’s £000’s
31 351,203 (206,825) (174) 144,235
- : (56,536) - (56,536)
- - 28 (64) (36)
- 31 - - 311
- (105) - - (105)
- - 5,715 - 5,715
31 351,409 (257,618) (238) 93,584
- - (53,119) - (53,119)
- - 20 98 118
2 100,324 - = 100,326
- (1,502) - - (1,502)
- - 3,486 - 3,486
33 450,231 (307,231) (140) 142,893
Share
Share Premium Retained
Capital Account Earnings Total
£000’s £000°’s £000°’s £000’s
31 351,203 (207,209) 144,025
i - (56,915) (56,915)
- 311 - in
- (105) - (105)
- - 5,715 5,715
31 351,409 (258,409) 93,031
- - (53,042) (53,042)
2 100,324 - 100,326
- (1,502) - (1,502)
2 - 3,486 3,486
33 450,231 (307,965) 142,299
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OXFORD NANOPORE TECHNOLOGIES LIMITED

CONSOLIDATED STATEMENT OF CASH FLOWS
for the year ended 31 December 2018

Note

Net cash outflow from operating activities 23

Investing activities

Purchases of property, plant and equipment
Capitalisation of Research & Development costs
Proceeds from the sale of fixed asset

Finance costs net of exchange loss

Interest received

Net cash used in investing activities
Financing activities

Proceeds from issue of shares

Costs of share issue

Subscription receivable

Amounts transferred (to)/from other financial assets 16
Proceeds from bank borrowings

Net cash from financing activities

Net reduction in cash and cash equivalents before foreign
exchange movements

Effect of foreign exchange rate changes gain/(loss)
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

2018 2017
£000°s £000’s
(56,078) (66,345)
(11,184) (19,724)

(6,619) :
- 65

148 (493)
383 569
(17,272) (19,583)
100,326 311
(1,502) (105)
- 20,000
(48,000) 50,000
- 9,500
50,824 79,706
(22,526) (6,222)
50 (55)
57,797 64,074
35,321 57,797
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