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TMO Renewables Limited 
Directors' report and financial statements 

Year Ended 3 1 December 2007 

Directors' report 

The directors present their directors' report and financial statements for the year ended 31" December 2007. 

Principal activities 

The company's principal activity is to identify, develop and exploit the properties of thennophilic micro-organisms 
for the production of chemicals and liquid fuels from biomass. 

Business review 

The year to December 2007 saw continued progress of TMO's business. The fundmising activities of the first 
quarter yielded £17 million, with all funds received by August The engineering design of the Process 
Demonstration Unit ("PDT) was completed during the first quarter and fabrication of the process system 
commenced at Burton-on-Trent in May. Planning permission for the construction of the building to house the PDU 
was granted on 27" June 2007 and civil works commenced at the site at the end of August. At the end of the year 
the building was largely complete and the process vessels installed. Hook-up of the pre-fabricated process elements 
and installation of the pipe-work continued into the New Year and commissioning work is well advanced. We 
expect the PDU to be fully operational and processing potential client feedstock during June 2008. 

In our principal market, the United States, the government continues to provide substantial support to the ethanol 
industry. In December 2007 an Energy Bill was passed into US law requiring at least 36 billion gallons per annum 
to be included in the nation's gasoline. This Bill also limited the amount that can be produced from corn to a 
maximum of 15 billion gallons per annum, meaning that 21 billion gallons per annum must be delivered by 
technologies such as TMO's. 

Our research and development efforts continue to be focussed on improvements in process performance of our 
micro organism TM242 on future feedstocks and industrial application. This is the beginning of our activity 
designed to offer future performance upgrades to our clients. In addition, we continue to conduct strategic research 
targeted to deliver a pipeline of future applications and processes. 

We are an early stage company developing new technologies, we are making significant development and 
investment, including intensive testing and analytical work to demonstrate its commercialisation. We currently 
anticipate that our available cash resources will be sufficient to meet our capital and operating requirements for at 
least the next twelve months. We are in the process of raising tinther funds with a view to strengthen our balance 
sheet and Hoare Govett have been appointed as brokers and financial advisers to co-ordinate this fund raising. 
Initial signs from our discussions are that our investors remain supportive. 

Results and dividends 

The loss for the financial year after an exceptional item of £nil (2006: f265,022) was £3,142,367(2006: f2,910,533). 
The directors do not recommend the payment of a dividend. 

Financial instruments 

The company's financial risk management objective is broadly to seek to make neither profit nor loss from exposure 
to currency or interest rate risks. Its policy is to finance its development activities through share issues and grants, 
the funds from which are placed on bank deposits at prevailing rates of interest until used. Some of its debtors, in 
respect of grants receivable, are denominated in euros and are translated into sterling at the prevailing rate of 
exchange at the year end and are not hedged. 

The directors do not consider any other risks attaching to the use of financial instruments to be material to an 
assessment of its financial position or its loss for the year. 
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Directors' report (cor~tinued) 

Directors 

The directors who sewed during the year were as follows: 

H Cunan 

J Miller 

A Atkinson 

P N Rodgers 

R Parker (appointed to the board 23" May 2007) 

Information given to the auditors 

Each of the directors has c o n f i e d  that so far as he is aware, there is no relevant audit information of which the 
company's auditors are unaware, and that he has taken all steps that he ought to have taken as a director in order to 
make himself aware of any relevant audit information and to establish that the company's auditors are aware of that 
information. 

Research and development 

The company has continued to eany our research into the use of the properties of extremophiles and thermophiles to 
produce chemicals and liquid fuels from biomass incurring costs during the year of £3,150,784 (2006: f1.922527) 
which have been written off to the profit and loss account. 

Auditors 

In accordance with Section 384 of the Companies Act 1985, a resolution for the re-appointment of KPMG LLP as 
auditors of the Company is to be proposed at the forthcoming Annual General Meeting. 

By order of the board 

40 ALAN TURING ROAD, THE SURREY RESEARCH PARK, 
GUILDFORD, SURREY GUZ NF 
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Statement of directors' responsibilities in respect of the Directors' Report and the 
financial statements 
The directors are responsible for preparing the Directors' 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 they 
have elected to prepare the financial statements in accordance with UK Accounting Standards and applicable law 
(UK Generally Accepted Accounting Practice). 

The financial statements are required by law to give a true and fair view of the state of affairs of the company and of 
the profit or loss of the company for that period. 

In preparing these financial statements, the directors are required to: 

select suitable accounting policies and then apply them consistently; 

make judgments and estimates that are reasonable and prudent; 

state whether applicable UK Accounting Standards have been followed, subject to any material depar&ures 
disclosed and explained in the financial statements; and 

prepare the financial statements on the going concern basis unless it is inappropriate to presume that the 
company will continue in business. 

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any 
time the financial position of the company and enable them to ensure that its financial statements comply with the 
Companies Act 1985. They have general responsibility for taking such steps as  are reasonably open to them to 
safeguard the assets of the company and to prevent and detect fraud and other irregularities. 



KPMG LLP 
Dukes Keep 
Marsh Lane 
Southampton 
SO14 3EX 
United Kingdom 

Independent auditors' report to the members of TMO Renewables Limited 
We have audited the financial statements of TMO Renewables Limited for the year ended 3 1 December 2007 which 
comprise the Profit and Loss Account, the Balance Sheet, the Cash Flow Statement and the related notes. These 
financial statements have been prepared under the accounting policies set out therein and the requirements of the 
Financial Reporting Standard for Smaller Entities (Effective January 2007). 

This report is made solely to the company's members, as a body, in accordance with section 235 of the Companies Act 
1985. Our audit work has been undertaken so that we might state to the company's members those matters we are 
required to state to them in an 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 ow  
audit work, for this report, or for the opinions we have formed. 

Respective responsibilities of directors and nuditors 

The directors' responsibilities for preparing the financial statements in accordance with applicable law and UK 
Accounting Standards (UK Generally Accepted Accounting Practice) are set out in the Statement of Directors' 
Responsibilities on page 3. 

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory requirements and 
International Standards on Auditing (UK and Ireland). 

We report to you our opinion as to whether the financial statements give a true and fair view and are properly prepared 
in accordance with the Companies Act 1985. We also report to you whether in our opinion the information given in the 
Directors' Report is consistent with the financial statements. 

In addition we report to you if, in our opinion, the company has not kept proper accounting records, if we have not 
received all the information and explanations we require for our audit, or if information specified by law regarding 
directors' remuneration and other transactions is not disclosed. 

We read the Directors' Report and consider the implications for our report if we become aware of any apparent 
misstatements within it. 

Basis of audit opinion 

We c~nductehouraudi t  Laccerdanc&witHntematiumtStanda&m A o d ~ ~ g ~ R a n h I r K a n ~ s S U e d b y  fhe 
Auditing Practices Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and 
disclosures in the fmancial statements. It also includes an assessment of the significant estimates and judgments made 
by the directors in the preparation of the fmancial statements, and of whether the accounting policies are appropriate to 
the company's circumstances, consistently applied and adequately disclosed. 

We planned and performed our audit so as to obtain all the information and explanations which we considered 
necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial statements are 
6ee from material misstatement, whether caused by fraud orother irregularity or error. In forming our opinion we also 
evaluated the overall adequacy of the presentation of information in the financial statements. 



Independent auditors' report to the members of TMO Renewables Limited (continued) 

Opinion 

In ow  opinion: 

the financial statements give a hue and fair view, in accordance with UK Generally Accepted Accounting Practice 
applicable to Smaller Entities, of the state of the company's affairs as at 3 1 December 2007 and of its loss for the 
year then ended; 

the fmancial statements have been properly prepared in accordance with the Companies Act 1985; and 

the information given in the Directors' Report is consistent with the fnancial statements. 

w w  
KPMG LLP 
Chartered Accot1nta17fs 
Registered Auditor 
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Profit and Loss Account 
for tlieyenr elided31 December 2007 

Note 1007 2006 
f f f f 

Direct scientific costs 
Other Income 

Gross loss 
Administrative expenses 

Exceptional item 
Other 

Operating lass 

Interest reccivvble and similar income 
Interest payable and similnr charges 

Loss on ordinary activities before taxation 
Tax on loss on ordinnry activities 7 

Loss for the financial year / 7 

There were no recognised gains and losses other than the loss for the year. All amounts relate to continuing activities. 

There is no difference between the retained profit for this year and the historical cost equivalent, accordingly no 
statement of historical cost profit and losses has been prepared. 
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Balance Sheet 
at 31 Dece~rtber 2007 

Fixed assets 
Tangible assets 
Investments 

Current nssets 
Debtors 
Cash at bunk and in hand 

10,448,137 
Creditors: amounts falling due within one y e a  13 (2.752870) 

Net current assets 7,695,467 

Creditors: amounts falling due afler more than one year I4 (10,424) (45,353) 

Net nssets 

Capital and reserves 
Called up share capital 
Share premium account 
Profit and loss account 

Shnreholden' funds 

These financial statements were approved by the board of directors on 23 April 2008 and were signed on its behalfby: 
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Cash Flow Statement 
for theyear ended 31 Dece~nber 2007 

Note 2007 
f 

Cash flow from operating activities 

Returns on investments and servicing of finance 

Taxation 

Capital expenditure and financial investment 

Cash outflow before management of liquid resources and financing 

Management ofliquid rcsources 
Financing 

Incrcasel(decrcase) in cash in the year 

Reconciliation of net cash flow 
to movement in net funds (note 20) 

Increasel(decrcase) in cash in the year 

Cash oumow from decrease in hire purchase and lease financing 
Cash (inflow)/outf~ow used to (decrease)/increase liquid resources 

Change in net debt resulting fmm cash flows 
New finance leases 

Movement in net funds in the year 
Net funds a1 1 Janunry 2007 

Net funds a t  31 December 2007 
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Notes 
(fornringparl of tlrefinanclal statements) 

1 Accounting policies 

The following accounting policies have been applied consistently in dealing with items which are considered material 
in relation to the financial statements, except as noted below. 

Basis of preparatiorr 

The financial statements have been prepared in accordance with the Financial Reporting Standard for Smaller Entities 
(Effective January 2007), applicable accounting standards as defined below, and under the historical cost accounting 
rules. 

The financial statements are prepared on a going concern basis which the directors believe to be appropriate for the 
following reasons. The Company is in its early stages developing new technologies, which requires significant 
development and investment, including intensive testing and analytical work to demonstrate its commercialisation. The 
Directors have prepared projected cash flow information which indicates that the available cash resources will be 
sufficient to meet the capital and operating requirements for at least twelve months from the signature ofthese financial 
statements. 

The Company is in the process of raising further funds with a view to strengthening the balance sheet and Hoare Govett 
have been appointed as brokers and financial advisers to co-ordinate this fund raising. Initial signs from discussions are 
that potential investors remain supportive. 

Tangible fmed assets 

Tangible assets are recorded at cost less accumulated depreciation. Depreciation is calculated, on a reducing balance 
basis, so as to write off the cost of fixed assets, less their estimated residual values, over the expected useful economic 
lives of the assets. The principal rates used for this purpose are: 

Plant and machinery 10% 

Leasehold improvements 10% 

Fixtures and fittings 33% 

Computer equipment 33% 

Assets under construction are recorded at cost and no depreciation is provided. 

Grarrt incorrre 

Grants receivable in respect of research expenditure are matched against the relevant expenditure on an accruals basis 
with any excess being carried forward as deferred income. Grants receivable which are subject to the achievement of 
specific milestones are not recngnised in the profit and loss account until the conditions for their receipt have been 
complied with and there is reasonable assurance that the grant will be received. 

Foreign currencies 

Transactions denominated in foreign currencies are translated into sterling at the exchange rates ruling at the dates of 
the transactions. Monetary assets and liabilities denominated in foreign currencies are translated into sterling at the 
exchange rates ruling at the balance sheet date. Exchange gains or losses arising on these transactions are included in 
the profit and loss account. 
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Notes (co~zti~~z~ec$ 

Deferred larotion 

Deferred tax is provided in full on timing differences which result in an obligation at the balance sheet date to pay more 
tax or a right to pay less tax, at a future date, at rates expected to apply when they crystallise based on current tax rates 
and law. Timing differences arise from the inclusion of items of income and expenditure in tax computations in period 
different fiom those in which they are included in the financial statements. Deferred tax assets are recognised to the 
extent that it is regarded more likely than not that they will be recovered. Deferred tax assets and liabilities are no 
discounted. 

Researclt and development 

Research and development expenditure is written off to the profit and loss account in the year in which it is inculred. 

Ligttid resources 

Liquid resources comprise deposits at banks which are not repayable on demand without notice and without penalty. 

Pensions 

Conhibutions to employees' personal pension schemes are charged to the profit and loss account in the year to which 
they relate. 

Finance leases 

Assets acquired under finance leases or hue purchnse contracts are treated as tangible fixed assets and deprecation is 
proved accordingly. The present value of future rentals is shown as a liability and the interest element of rental 
obligations is charged to the profit and loss account over the period of the lease in proportion to the capital balance 
outstanding. 

Operating lease rentals are charged to the profit and loss account on a straight line basis over the lease term. 

Employee share sclterires 

As required by the FRSSE (effective January 2007), details of the share based payment scheme are provided in a note 
to the financial statements. 

2 Exceptional Item 

The exceptional item in 2006 of £265,022 represents the costs arising from the termination of the employment of two 
directors. 

3 Operating loss 

The operating loss is stated after charging/(crediting): 

Depreciation of tangible fixed nssets 
- owned by the company 
-held under finance lenses and hire purchase contracts 
Operating lense rentals: 
- other (rent) 
Research and development expenditure 
Impairment on investments 
Grunt income 
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Notes (continrred) 

4 Auditors Remuneration 

Fees payable to the company's auditors 

-Audit fee - former auditors 
-Audit fee- current auditors 
-Non audit fee 

5 Interest receivable and similar income 

Bank interest receivable 

6 Interest payable and similar charges 

Interest on finance lease and hire purchase contracts 
Bank interest paynble 

7 Taxation 

(a) Analysis of credit for theyear 

R&D taw credits claimed in respect of current year 
R&D tax credits claimed in respect of prior years 
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Notes (continzied) 

7 Taxation (continzied) 

(6) Factors agecting the credit for the year 

The tax assessed for the year is different h m  that calculated at the standard rate of corporation tax in the UK of 30%. 
The differences are explained below: 

Loss on ordinary activities before tax (3,884,647) (2,910,533) - P 

Loss on ordinnry activities multiplied by the slandard rate of corporation tax in the UK (1,165,394) (873,160) 
of 30% (2006: 30%) 

Effects of: 
Ex~enditure not deductible for tax numoses . . 
Depreciation (Icss thm)/in excess of capital allowances in year 
Losses cnnied forward to future vears 
Research md development tax credits claimed in respect of current year 
Research and development tau credits claimed in respect of prior year 

Total UK corporation tax 

The company hns losses available to the carried fonvard for offket against future taxable profits nmounting to approximately 
£6.307.000 (2006: U.067.000J. These losses will reduce the tax charge of future vears until thev are utilised. No deferred tax nsset 
in rcspect of these losses and other timing differences which would amount to approximately f i,765,000, calculated at 28% (2006: 
f1.460.000. calc~rlaled a1 30%) has been recoenised as there is currentlv insufficient ceriaintv as to the timine of when the nsset - 
would be recovered. 

- 

8 Directors' remuneration 

Aggregate emoluments 
Compensation for loss of office 
Company contribution to money purchase pension scheme 

9 Employee information 

The average number of employees during the year, including executive directors was: 

2007 
Number 

AdminisIralion and management 
Engineering 
Research 

2006 
Number 



TMO Renewabies Limited 
Directon' repon and financial statements 

Ycar Endcd 31 Dcccmber 2007 

Notes (contin~req 

9 Employee information (conflnzred) 

The employment costs of all employees included above were: 
f f 

Wages and salaries 
Social security contributions 
Pension contributions 

The aggregate of emoluments of the highest paid director was £250,500 (2006: f108,918), and company pension 
contributions off:  15,000 (2006: f2,77-1) were made to a money purchase scheme on his behalf. 

10 Tangible fixed assets 

Leasehold Computer Fixtures and Plant and Assets under 
improvements equipment fittings machinery construction Total 

f f f f f f 
Cost 
At 1 January 2007 
Additions 

At 31 December 2007 

Deprecidion 
At I Januag 2007 
Charge for year 

At 31 December 2007 

Net book vdue 
At 31 December 2007 

At 3 1 December 2006 

Assets under construction comprise the Process Demonstration Unit which is being constructed for operation from early 
2008, accordingly this asset has not been depreciated during 2007. - - - - - - 
---------- 

The net book value of assets and the depreciation charged in the year held under finance lease or hire purchase contract 
included above was: 

Plant and machinery- Net book value 

Plant and machinery- Depreciation charged 
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Notes (continued) 

I 1  Fixed asset investments 

At cost: 

At I January 2007 
Additions 

At 31 December 2007 

Irnpair~nent 
At 1 January 2007 
Charge for year 

At 31 December 2007 

Net book vnlace 
At 31 December 2007 

At 3 1 December 2006 

I2 Debtors 

Other debtors 
Prepayments and accrued income 

13 Creditors: amounts falling d u e  within one year 

Trade creditors 
Other tnxation and soclnl security 
Other creditors 
Accruals and deferred income 
Finance lease creditor 
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Notes (continued) 

14 Creditors: amounts falling due after more than one year 

Net obligations under finance lease and hire purchase contracts 10,424 - 
Net obligation under finance lense and hire purchase contracts fall due as follows: 

Gross obligations due within one year 
Gross obligations due after one year 

Interest charges allocated to hlure periods 

Due within one year 

Due after one year 

15 Called u p  share capital 

Authorired 
100,000,000 Ordinary shares of £0.01 each 

Alloaed called up and/ullypald 
66,956,796 Ordinary shms of fO 01 each 

Share subdivision 

On 26 February 2007, the issued and unissued ordinary shares of d l  each were sub-divided into 100 ordinary shares of 
I p  each. 

Share issue 

The company made the following issues o f  shares during the year: 

Date Clnss No, issued 
7 to 15 January 2007 El 127,757 
28  arch 2007 to 2 October 2007 £ 0.01 13,713,196 
I August 2007 fO.01 1,314,800 

Considemtion 
£69.48 each 
£0.6948 each 
£0.01 each 
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Notes (confil~ued) 

16 Share based payments 

Share options and rvarronts 

At 31 December 2007 the company had 1,434,900 (2006: 1,434,900) wanants in issue. The warrants entitle the holder 
to subscribe for one ordinary share of £0.01 each in the company at any time between 30 June 2007 and 29 June 2009 
at an exercise price of £0.238. These warrants expire on 29 June 2009 or on a listing of the company. 

At 31 December 2007, the company had in issue the following options through which holders of such options may 
acquire ordinary shares of £0.01 each: 

No's of options 

50,900 
129,900 
5,500 
100,000 
10,500 
20,000 
150,000 
1,100,000 
18,600 
172,600 
51,300 

Exercise price f 

0.1075 
0.2380 
0.2380 
0.1950 
0.2380 
0.1950 
0.1950 
0.0100 
0.3000 
0.3000 
0.3000 

Period options exercisable 

14 May 2003 - 13 May 2008 
26 October 2004 - 25 October 2009 
25 October 2004 - 24 October 2009 
25 March 2005 - 23 March 2015 
I 1  April 2005 - 10 April 2010 
21 April 2005 -20 Aoril2015 

25 ~o;cmbcr 2005 - i 4  November 2010 
29 November 2005 - 28 November 2010 
12 February 2007 - 1 l February 2012 

During the year, options totalling 1,314,800 shares were exercised the exercise price of £0.01 which is equivalent to the 
face value of the share. 

Share options and warrants vested unconditionally on grant. The Directors consider the share options and wanants will 
be settled through issue of the relevant equity. As permitted by the Financial Reporting Standard for Smaller Entities 
("FRSSE") the Directors have not recognised any accounting entries in relation to these options and warrants. 

Employee benefir trust 

On 20 August 2002 the company formed the TMO Biotec Limited Discretionary Employee Benefit Trust with a view 
to encouraging, motivating and retaining the company's employees. At 31 December 2007 the Trust held 14,606,800 
(2006: 11,668,2W) ordinary shares. There are no cumnt arrangements for distributing the shares and options to 
employees. Any such arrangements would be made at the sole discretion of the trustess and as such are outside of the 
Company or management of the Company. These shares have, therefore, not vested conditionally or unconditionally to 
any employees. The Directors consider the Trust and Trustees to be independent of the company. In the event that 
arrangements were established by the Trustee~to~s~butesh~~esA emplayeesan&x-ern@oyggs tkeretvodd b e a r  
- i m e  ofthETqEity E l d 6 y  t k E B T  and niliability on the company. As permitted by the FRSSE the Directors have not 
recognised any accounting entries in relation to these shares. 
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Notes (continued) 

17 Reserves 

At 1 January 
Loss for the financial year 
Shares issued in the yenr 
Finnncing costs 
Premium on share issue 
S h m  issued to the Employee 

Benefit Trust 

At 31 December 

Share premium 
Share capital account 

f f 

Profit and loss 2007 
account Total 

f f 

Included within the profit and loss account is an amount of £146,069 which is not distributable. 

The profit and loss account comprises: 

Company profit and loss account 
Shares held by Employee Benefit Trust 

18 Reconciliation of operating loss t o  net cash outflow from operating activities 

Oventine loss 
~k~reciaiion of tangible fixed assets 
lmoairment of intaneible assets u 

Shares and options issued for services received 
Decrease/(increase) in debton 
Increase/(decrease) in creditors 

2006 
Total 

f 

Net cash outflow from operating activities 
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Notes (cosrintrerl) 

19 Gross  cash ~ O W S  

Returns on investments nnd servicing of finance 
Interest received 
Interest paid 
Interest element of finance leaso and hire purchase payments 

Caoital exoenditure and finnncial investment 
purchase o'f tangible fixed assets 
Purchase of fixed asset investments 

Mnnngement of liquid resources 
Cash withdrawn from deposit 

Financing 
Proceeds from the issue of shares 
Share issue expenses 
Capital element of finance leose rentals 

20 Analysis o f  changes in n e t  f u n d s  

Cosh at bank ilnd in hand 
C s h  on dcposit at bull. 

Finance leases 

Cash flows At 31 December 
2007 

E f 
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Notes (contiitzred) 

21 Financial commitments 

(a) The company is, under the terms of various agreements, committed to make payments amounting to £993,693 
(2006: 15,000) over a period of 2 to 5 years in respect of research and bursaries. 

(3) Fixed capital commitments at the end ofthe financial year for which no provision has been made are as follows 

Contracted 

(c) Annual commitments under non- cancellable operating leases are as follows 

Land and buildings 
2007 2006 

Expiring within one yenr 

Expiring between hvo and five years 

22 Related party transactions 

During the year the following directors charged the company the amounts shown below for consultancy services: 

Charged to the company Amounts owed by the company at 
Year ended 31 Yenr ended 31 31 December 3 1 December 

December 2007 December 2006 2007 2006 

A Atkinson 
P N Rodgers 

The company paid Morvus f 120,000 in cash and 187,104 Ordiiary shares to gain access to their technology for a specific project. 
Both Anthony Atkinsoo and Nick Rodgers ore Directon of Morvus. 

23 Ultimate parent company 

The company is privately owned and has no controlling shareholder. 


