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DEFINITIONS

The following definitions apply throughout this document, unless the context requires otherwise:—

“Act”

“Admission”

“AIM”
“AIM Rules”
“Akers” or “Company”

“Board”, “Board of Directors” or
“Directors”

“Bylaws”

“Common Shares”

“CREST”

“CRESTCo”

“Non-Executive Directors
Option Plan”

“Employee Option Plan”
“Enlarged Issued Common Share
Capital”

“Existing Common Shares”

“Group”

“KBC Peel Hunt”
“London Stock Exchange”
“NJBCA”

“Non-Executive Directors”

“Placing”

“Placing Agreement”

“Placing Price”

the Companies Act 1985, as amended

admission of all the Common Shares, issued and to be issued, to
trading on AIM becoming effective in accordance with the AIM
Rules

the Alternative Investment Market of the London Stock Exchange
the rules relating to AIM published by the London Stock Exchange
Akers Biosciences, Inc.

the board of directors of the Company whose names are set out on
page 3

the bylaws adopted by the Company on 4 March 2002 as amended
from time to time

shares of common stock, no par value per share, of the Company

the computerised settlement system to facilitate the transfer of title
to shares in uncertified form operated by CRESTCo

CRESTCo Limited

the stock option plan operated by the Company for the Non-
Executive Directors, a summary of which is set out in paragraph 5
of Part VIII

the stock option plan operated by the Company for the employees,
a summary of which is set out in paragraph 5 of Part VIII

the Common Shares to be in issue immediately following the
Placing

the 37,080,895 Common Shares in issue at the date of this
document

the Company and its Subsidiaries
KBC Peel Hunt Ltd

London Stock Exchange plc

New Jersey Business Corporation Act

the non-executive directors of the Company whose names are set
out on page 3

the conditional placing by KBC Peel Hunt of the Placing Shares on
the terms of the Placing Agreement

the conditional agreement dated 15 May 2002 between the
Company, the Directors and KBC Peel Hunt, a summary of the
terms of which are set out in paragraph 11 of Part VIII

136 pence per Placing Share



“Placing Shares”

“POS Regulations”
“Preferred Shares”

“Stock Option Plans”

“Shareholder”
“Subsidiaries”
6‘UK”

“United States” or “US”

“US Securities Act”

“World Bank”

the new Common Shares to be issued by the Company pursuant to
the Placing

the Public Offers of Securities Regulations 1995, as amended
shares of preferred stock, no par value per share, of the Company

the Non-Executive Directors Option Plan and the Employee Option
Plan

a holder of Common Shares
the subsidiaries of the Company, from time to time
the United Kingdom of Great Britain and Northern Ireland

the United States of America, its territories and possessions, any
state of the United States and the District of Columbia

the United States Securities Act of 1933, as amended

the World Bank Group

A glossary of scientific and other terms used in this document is set out on page 6.



“antibody”

‘“antigen”

“assay”
“B2C”
“BSE”

“Class II device”

“diagnostic testing”

“DNA probe”

“e-commerce”

‘“e-detailing”

“ELISA”

“FDA”

“finger prick”

“GMP”

“HealthTest”

‘“hemochromatosis”

“HIV”

“immunoassays”

“immunodiagnostics”

“internet”

GLOSSARY OF TERMS

a protein, produced by the immune system, which binds to an
antigen. Antibodies are specific to particular antigens or types of
antigen

a molecule (often a protein or a carbohydrate part of a bacteria or
virus) to which an antibody binds

a test
business to consumer, that is retail operations

bovine spongiform encephalopathy (more commonly known as
‘mad cow’ disease)

a medical device subject to GMP requirements and requiring a
510(k) pre-market submission to obtain market clearance in the US

the analysis of bodily fluids or other samples for the monitoring and
diagnosis of disease and/or other medical conditions

a given specific sequence of single stranded DNA which, under
defined conditions, will only bind to a complementary sequence of
DNA. DNA probes are used to detect a selected gene or genetic
mutation

electronic trade over the worldwide web

an electronic (internet-based) sales pitch to a doctor to complement
(or replace) a conventional visit (a detail) by a company sales
representative

enzyme — linked immunosorbent assay, the standard clinical
laboratory test

Food and Drug Administration, the principal US authority for
regulation of the development and marketing of drugs and medical
devices

a method for obtaining several drops of blood from a finger

good manufacturing practices, standards established by the FDA,
which must be met by all facilities producing medical products

HEALTHTEST®, the brand name used by Akers for products
developed using PIFA technology

a genetic disorder of metal metabolism, resulting in elevated serum
iron levels

human immunodeficiency virus

tests for disease based upon the interaction between antibodies and
their target antigens

the diagnosis of disease by making use of or mimicking naturally
occurring immune system responses

a worldwide network accessible by computers fitted with
communications devices such as modems



“in vitro”

[1 6IPR’ 9
“marker”

“MPC Biosensor”

“OEM”

“OTC”

“P III NP”
“PCB”

3 ‘PIFA’ 9

“PANAFA”

“point of care” or “POC”

“PSA”

“proteomics”

“Proteomics Phage Display
Technology”

“reagent”

“serum”

“STD”

“US DOD”
“whole blood”

“510(k) clearance”

testing performed outside the body, for example, testing blood
samples in a laboratory

intellectual property rights
a molecule directly related to a disease state or medical condition

MPC Biosensor™, the Company’s Micro Particle Catalysed
Biosensor Technology™, a catalytic process for the detection of
biomarkers in breath condensate

original equipment manufacturer. Akers will manufacture its
products under its own brand name and for third parties which will
use their own brand name. This latter is “OEM manufacturing”

over the counter sales directly to consumers/patients, usually
through pharmacies

a prognostic marker of arthritic disease

poly chlorinated biphenyls, a toxic contaminate found in some
water supplies

PIFA™ (Particle Immuno-Filtration Assay™), the Company’s core
proprietary technology

PANAFA™ (Particle Nucleic Acid Filtration Assay™), the
Company’s rapid DNA probe test technology

doctors’ surgeries, clinics, managed care facilities, hospitals, etc.,
where medical professionals and patients meet. Contrast to central
laboratories, where there is no patient interaction

prostate specific antigen, a protein carried in the blood, the levels of
which can be used to indicate risk of prostate cancer

the field of science related to the study of the proteins contained
within a defined biological context (cell-type, organ, body fluid)

technology to enable the production of useful proteins, such as
biomimetic synthetic antibodies, through an understanding of the
genetic properties of certain viruses

a substance used in a chemical reaction

the blood fluid remaining after removal of all cells and clotting
factors from blood

sexually transmitted disease, such as syphilis, gonorrhoea or
chlamydia

United States Department of Defence
the full content of blood, i.e. all cells, clotting factors and serum

the marketing regulatory approval for the US given to a product
(medical device) by the FDA on the grounds of substantial
functional equivalence with a similar product already on the market



THIS PROSPECTUS CONTAINS FORWARD LOOKING STATEMENTS, INCLUDING, WITHOUT
LIMITATION, STATEMENTS CONTAINING THE WORDS “BELIEVES”, “ANTICIPATES”,
“EXPECTS” AND SIMILAR EXPRESSIONS. SUCH FORWARD LOOKING STATEMENTS INVOLVE
UNKNOWN RISKS, UNCERTAINTIES AND OTHER FACTORS WHICH MAY CAUSE THE ACTUAL
RESULTS, FINANCIAL CONDITION, PERFORMANCE OR ACHIEVEMENTS OF THE COMPANY,
OR INDUSTRY RESULTS, TO BE MATERIALLY DIFFERENT FROM ANY FUTURE RESULTS,
PERFORMANCE OR ACHIEVEMENTS EXPRESSED OR IMPLIED BY SUCH FORWARD LOOKING
STATEMENTS. FACTORS THAT MIGHT CAUSE SUCH A DIFFERENCE INCLUDE, BUT ARE NOT
LIMITED TO, THOSE DISCUSSED IN “RISK FACTORS”. GIVEN THESE UNCERTAINTIES,
PROSPECTIVE INVESTORS ARE CAUTIONED NOT TO PLACE ANY UNDUE RELIANCE ON
SUCH FORWARD LOOKING STATEMENTS. THE COMPANY DISCLAIMS ANY OBLIGATION TO
UPDATE ANY SUCH FORWARD LOOKING STATEMENTS IN THIS PROSPECTUS TO REFLECT
FUTURE EVENTS OR DEVELOPMENTS.



KEY INFORMATION

The following information should be read in conjunction with the full text of this document, from which it
is derived. You should read the whole of this document and not just rely on the key information set out below.
In particular, your attention is drawn to the risk factors, set out in Part II.

Akers develops, produces and sells an extensive range of rapid, point of care, diagnostic screening and
testing products. Akers tests bring healthcare information both rapidly and directly to the patient or the
doctor without the need for expensive laboratory equipment.

Akers has developed and validated its PIFA and MPC Biosensor technologies for production on a
commercial scale having built a distribution network through strategic alliances with various partners
in each of its target market segments: OTC and doctor’s surgeries; biotech and pharmaceuticals
companies; aid organisations; and military and emergency services.

The world-wide diagnostic market, which includes traditional clinical testing and the rapid point of care
diagnostic market, is estimated to be valued in excess of $19 billion per annum and is forecast to grow
at a rate of 5 per cent. annually over the next five years. The immunodiagnostic market is itself
estimated to be valued at in excess of $7 billion per annum.

Independent clinical trials of Akers’ products show that the PIFA tests assessed provide results as
reliable as full laboratory testing. Akers’ technology and its associated products produce rapid, clear
and distinct results and are easy to use, requiring no laboratory to determine the results of a test. The
technology uses a flexible platform that is stable at room temperatures and even up to 52°C.

The use of rapid tests in formats which can be performed by less skilled individuals, i.e. not laboratory
technicians, when and where the patient is being consulted is an important development in the practice
of medicine. This enables information about the patients’ state of health to be incorporated into the
treatment regime at the time of the consultation rather than at a later stage.

In the developing world, point-of-care tests represent an efficient and, in many instances, only means
of delivering modern medical diagnosis. In the developed world, pressures on public health budgets and
falling profits among insurers has brought about alternative approaches to disease management such as
a move towards rapid point of care testing. The Directors believe that the Company should benefit
significantly from this changing trend.

It is a key feature of the PIFA technology that Akers is generally able to develop a new diagnostic
screen or test within six to eight weeks from inception, excluding the time required to undertake clinical
trials for the approval of such tests.

A further two platform technologies, PANAFA and Proteomics Phage Display Technology are used in
the Company’s research and development efforts.

Whilst the majority of the Company’s assets are located in the US, its customer base and markets are
spread worldwide. The Company has a strong business base in the UK, where it has a strategic alliance
with Colebrand Ltd for the distribution of HIV and STD tests to a number of markets, and with the
Centre for Nutritional Medicine for the distribution of nutraceutical products. London is also the base
for the Company’s European activity, as well as for international aid organisations that make up a large
part of its current and potential client base.

Details and reasons for the Placing

The Directors believe that the Placing will give the Company flexibility to finance its growth and develop its
business strategy, and in particular to:

fund capital expenditure required to expand production facilities;

focus further research and development on the Company’s technologies and obtain additional
regulatory clearances;

increase the profile of the business;
meet working capital requirements for the next 12 months;
repay debt; and

recruit a UK based European sales and marketing manager.



TIMETABLE OF EXPECTED PRINCIPAL EVENTS

Admission and commencement of dealings in Common Shares on AIM 8.00 a.m. 22 May 2002

Despatch of definitive share certificates in respect of the Placing Shares

PLACING STATISTICS

Placing Price

Number of existing Common Shares

Number of Placing Shares

Number of Common Shares in issue following the Placing

Market capitalisation at the Placing Price

Gross proceeds of the Placing

Net proceeds of the Placing to be received by the Company

Percentage of enlarged issued share capital being placed pursuant to the Placing
Number of Common Shares subject to options outstanding on Admission
Number of Common Shares subject to warrants outstanding on Admission

Percentage of enlarged issued share capital represented by Common Shares
subject to options or warrants (on a fully diluted basis)

5 June 2002

136p
37,080,895
2,525,000
39,605,895
£53.9 million
£3.4 million
£2.6 million
6.4 per cent.
3,395,415

2,662,265

13.3 per cent.

Amounts in this prospectus expressed in both US$ and Sterling have been calculated on the basis of £1 to

US$1.47.

References in this prospectus to a time are to London time unless otherwise stated.
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PART I

INFORMATION ON THE COMPANY

1. Introduction

Akers was co-founded in 1989 by Ray Akers Sr. (now deceased) and the current Chief Executive Officer,
Ray Akers Jr. Since that date, the Company has developed and validated its PIFA and MPC Biosensor
technologies for production on a commercial scale, having built a distribution network through strategic
alliances with various partners.

Akers develops, produces and sells an extensive range of rapid, point of care, diagnostic screening and
testing products, which bring healthcare information both rapidly and directly to the patient or the doctor
without the need for expensive laboratory equipment.

The use of laboratory-type tests to support the clinical diagnosis made by doctors represents a significant
component of the decision-making process regarding how patients will be treated. The growing use of such
tests is based on an increasing understanding of the molecular processes underlying many disease states. In
the past the diagnostics industry has focused on developing tests that required significant time, skill, specific
and often costly equipment. In general, the tests on samples sent from doctors’ surgeries or hospitals are
carried out remotely in a central laboratory which sends results back to the doctor at a later date. This general
protocol is not particularly well adapted to the practice of medicine in a cost-effective, timely manner. The
pressures on public health budgets and falling profits among third party payers, such as insurers, necessitates
an alternative approach to disease management.

The use of rapid tests in formats which can be performed by less skilled individuals, i.e. not laboratory
technicians, when and where the patient is being consulted is an important development in the practice of
medicine. These point-of-care tests enable information about the patients’ state of health to be incorporated
into the treatment regime at the time of the consultation rather than at a later stage.

In the developing world, such point-of-care tests represent an efficient and, in many instances, only means
of delivering modern medical diagnosis. The infrastructure required to support the function of central
diagnostic laboratories, i.e reliable electricity, cold storage transport systems and laboratory equipment, may
be insufficiently developed in these countries.

The world-wide diagnostic market, which includes traditional clinical testing and the rapid point of care
diagnostic market, is estimated to be valued in excess of $19 billion per annum and is forecast to grow at a
rate of 5 per cent. annually over the next five years. The immunodiagnostic market is itself estimated to be
valued at in excess of $7 billion per annum.

2.  Technology

Akers’ current range of diagnostic screening and testing products are based around two platform
technologies. One is known as Particle Immuno-Filtration Assay™ (“PIFA”) and the other as MicroParticle
Catalyzed Biosensor™ (“MPC Biosensor”). A further two platform technologies, PANAFA and Proteomics
Phage Display Technology are used in the Company’s research and development efforts, further details of
which are given in paragraph 9 of this Part L.

2.1 PIFA

PIFA is the name given to the diagnostic technology invented and developed by Akers. Using a small
sample of blood, urine or saliva, PIFA technology enables rapid immunodiagnostic tests and screens to
be carried out for a variety of diseases and health conditions and which, in turn, provide results without
the need for any laboratory equipment.
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2.2

It is a key feature of the PIFA technology that Akers is generally able to develop a new diagnostic
screen or test within six to eight weeks from inception, excluding the time required to undertake clinical
trials for the approval of such tests.

PIFA technology is based on the principle of the selective filtration of micro-particles in response to
antibody/antigen binding. The technology involves combining a test sample (serum, whole blood, urine
or saliva) with a dyed reagent. Positive samples contain the corresponding antigens or antibodies which
bond to the reagent, effectively coagulating, and consequently stop the dyed reagent passing through a
filtration membrane. Negative samples do not bond and the dyed reagent passes through a filtration
membrane to appear in a test window. The qualitative result is read on a card or strip as a
positive/negative result in less than 10 minutes. The PIFA technology has recently been further
developed to produce quantitative test results.

Typically, the antigen or antibody detected by the screen or test is an established ‘marker’ for a disease
or other medical condition. Akers develops and manufactures its own reagents which are packaged
either as small ampoules of coloured liquid or are impregnated onto filtration membrane devices.
Royalties may be payable to patent-holders in respect of certain markers which have been developed
by third parties.

Independent clinical trials of Akers’ products show that the PIFA tests assessed provide results as
reliable as laboratory testing.

Akers has developed its PIFA technology into products in multiple formats. Each format works on the
same basic principles using similar components and comprises micro-particles coated with reagents
and a membrane filtration device. Such formats include:

. Whole blood assay — consists of a single component that analyses whole blood obtained from the
use of a finger prick. This device separates blood serum from cells. The separated serum reacts
with a reagent contained in an ampoule and produces a result through the interaction of this
reagent with a series of membranes.

. Urine assay — consists of a single component that combines a reagent sealed in a crushable
ampoule with a membrane filtration device in one easy-to-use package.

. Blood serum assay — consists of two components that analyse blood serum. The first component
is a plastic pipette containing a reagent sealed in an ampoule; the second component is a
membrane filtration device packaged in a strip format. This format is also used as a urine assay.

. Blood grouping and typing cards — consists of two components that are used in the analysis of
blood groups in whole blood. This card consists of a series of membranes impregnated with dried
reagent.

Akers markets products developed using PIFA technology under the HealthTest brand name.

MPC Biosensor

The MPC Biosensor is the brand name Akers has given to its reagent-coated microparticle technology
contained in a tube.

The basis of this technology relies on the fact that certain physical characteristics or conditions of a
person result in specific substances being present in that person’s breath.

The MPC Biosensor product comprises a small disposable tube containing a glass ampoule of coloured
reagent micro-particles that react to particular enzymes in breath condensate. When the glass ampoule
is broken and the tube blown through, the colour of the microparticles changes as a result of a catalytic
reaction between an enzyme in the breath and the reagent on the micro-particles. The change in colour
of the particles held in the tube will indicate a result.

Akers is currently marketing tests for alcohol using its MPC Bioscensor technology and is developing
for production and sale tests for asthma and ketosis (for diabetes).
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The Company’s first commercial product using the MPC Biosensor technology is the ‘Breath Alcohol
Check’ test which was approved by the US Department of Transportation in May 2001. This product is
currently being introduced in retail stores and sold over the internet in Canada and Germany
respectively.

The market for the majority of breath condensate products (except alcohol) is relatively new but the
Company has identified a significant number of potential applications. The focus of future research and
development of the MPC Biosensor technology is expected to be on respiratory diseases, such as
asthma and tuberculosis.

3. Products

Akers’ current range of diagnostic screening and testing products can be broadly divided into a number of
categories including diagnostic tests for chronic diseases, tests for non-infectious agents and tests for
infectious diseases. Akers has developed for production and sale the following tests or screens:

chronic diseases: Microalbuminuria (“diabetes’) Rheumatoid arthritis (“P3NP”)
Haemoglobin A,C (“diabetes”) Rheumatoid arthritis factors

non-infectious agents: Alcohol Rapid blood typing
Blood group antigens Rare blood antigens
Certain drugs of abuse Reverse grouping

Prostate Specific Antigen (“PSA”)

infectious diseases: Candida albicans Hepatitis B
Chagas disease Hepatitis C
Chlamydia Hepatitis/HIV combo
Cytomegalovirus Human papillomavirus (HPV16/18)
Dengue fever Infectious mononucleosis
Echinoccus granulosis Human Immunodeficiency Virus (HIV 1 + 2)
Entamoeba histolytica Lyme disease
Gonorrhoea Malaria
Helicobacter pylori Syphilis

Akers also distributes under a distribution agreement with Sun Biomedical Laboratories, Inc under the
VISUALINE™ brand a single component device used in the analysis of drugs, drug metabolites and other
small molecules. This test consists of a card with a series of membranes impregnated with a reagent and uses
urine or purified preparations on a sample.

A full list of the regulatory approvals and clearances for each test by country is included in Appendix I to

this document.

4. Competitive advantages

Akers’ technology and its associated products have the following characteristics which, the Directors believe,
gives them performance advantages over current laboratory methods and/or competing products:

. rapid results — doctors and other health care providers are given the ability to obtain accurate results
while the patient is still available for immediate medical treatment.

. ease of use — Akers’ products require no special training or instruments to use. They are unitised and
disposable and involve a minimal number of steps with simple instructions.

e family of similar products — the format of products allows a variety of tests to be packaged in the same
format and performed in the same fashion, with results read in the same manner. This promotes
familiarity and efficiency in use and production and facilitates branding.

*  cost/ capital cost benefit — Akers’ products require no laboratory to determine the result of a test.
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5.

clear, distinct results — the Company’s PIFA technology provides distinct results using either a
positive/negative qualitative result or a scale for a quantitative result.

stability at room temperature — the platform technology is stable at room temperature and even up to
52°C. It requires no refrigeration for storage, as is generally the case with other tests.

flexible platform technology — Akers’ technology can be adapted to detect particular antigens or
antibodies produced by a wide variety of diseases or medical conditions. Moreover, antibodies can be
produced for a wide range of other substances, such as environmentally sensitive compounds like
dioxins and PCBs and food-related contaminants like steroids and antibiotics. As a result, the Directors
believe that its technology could be used to detect many other substances that are capable of provoking
an antibody response.

low cost manufacturing — easily scaleable manufacturing provides high margin revenue.

novel markers possible with proteomics — the use of proteomics to develop specific binding partners or
probes for target markers of disease allows for the rapid development of tests for newly discovered
markers in a fraction of the time it takes to develop those probes by traditional techniques (e.g.,
monoclonal antibodies).

use as a long term record — Akers’ PIFA technology test results are chemically stable and therefore can
be read hours or even years after completion and can be stored in a patient’s medical file, as a long-
term record.

Business strategy

Akers’ products are well positioned to benefit from the following major issues currently being addressed by
the healthcare industry:

early detection is cost effective and clinically important — success in treating many medical conditions
can depend upon controlling the progression of the disease, or other condition, in the body at an early
stage. Prompt and accurate testing, such as with rapid immunoassays, may allow earlier therapeutic
intervention and may eliminate the need for more costly later-stage therapy.

new therapies require improved diagnostics — advanced forms of therapy, such as for prostate cancer
and for rheumatoid arthritis, often require highly specific, real-time diagnostic information.
Immunoassays can be used both as early and precise indicators of medical conditions and as monitors
of disease status (such as PSA for prostate cancer and PIIINP for rheumatoid arthritis).

Jfocus on illness prevention and improved management of conditions — in developed countries medical
treatment is increasingly focused on maintaining well-being rather than the treatment of ill health.
Cost-effective, real time diagnostic testing allows early intervention and provides the information
necessary for proper monitoring and management of conditions such as diabetes and asthma.

Akers’ sales and marketing focuses on the four market segments of OTC and doctors’ surgeries, biotech and
pharmaceutical companies, aid organisations and military and emergency services.

Akers’ marketing policy is based upon developing strong strategic alliances with established pharmaceutical
and healthcare companies that have strong distribution channels in each of the market segments in the
relevant country or region. The Company usually expects that each distributor:

will deal with regulatory issues relating to Akers’ products distributed by it in its territory using
regulatory data generated and supplied by Akers;

will identify new products required in its territory. Akers believes it can rapidly develop such products
as a result of its platform technology; and

will provide certain market intelligence information to the Company.
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6. Business relationships

The following are summaries of the nature and features of the major business relationships that Akers has in
place in respect of each of its targeted market segments:

6.1 OTC and doctor’s surgeries

The testing for diseases is increasingly shifting from centralised laboratories to alternate sites, such as
doctor’s surgeries and, in many cases, people’s homes. These point-of-care tests enable information
about patients’ state of health to be incorporated into the treatment regime at the time of the
consultation rather than at a later stage.

VitaRich Corporation (‘“‘VitaRich”)

VitaRich is a provider of nutraceuticals and nutritional supplements in the United States. Its products
are sold via brand label and under OEM arrangements predominately through network marketing
organisations. VitaRich’s marketing strategy focuses on the ability of its products to provide metabolic
and diagnostic analysis of certain vitamin levels and nutritional markers of patients. This can result in
recommendations for nutraceutical regimes and dosage requirements.

VitaRich has signed a letter of intent with Akers by which VitaRich will become the exclusive
distributor for the nutritional supplements and nutraceuticals markets for a variety of Akers’ products
which it identifies and which will be developed and supplied by Akers to VitaRich.

Akers and VitaRich agree to work to a launch date of September 2002 for the first group of products,
with the four major market labels currently made by VitaRich.

Boots Co plc (“Boots™)

Boots is the largest retail pharmacy chain in the UK and has significant operations internationally.

Akers has recently signed a non-binding letter of intent which specifies that Boots is interested in the
exclusive sales and distribution rights for certain Akers products in the UK. Such products include tests
for chlamydia, blood typing, anaemia and lactose intolerance.

WNCK Inc. (“WNCK”)

Akers has entered into an agreement with WNCK to exploit the breathalyser market. WNCK, who held
the US patent (which has now lapsed) for the container used in alcohol breathalyser devices sold in the
US, is a marketing organisation that sells breathalysers to distributors in the US and certain
international markets, particularly in Scandinavia.

WNCK has a contract with Akers under which the Company manufactures breathalyser tests and the
parties have agreed to market the products in different countries. WNCK may call upon Akers to
manufacture products for WNCK, who sell breathalysers under the BreathScan brand, typically to law
enforcement agencies. Akers has received from WNCK orders to the value of $960,000 since January
2002.

davTECH Analytical Services (Canada) Inc. (“davIECH”)

davTECH is a supplier of diagnostic products in Canada to the retail and professional markets, and also
to certain law enforcement and public safety bodies. Based in Ontario, davTECH also performs light
manufacturing of certain diagnostic products for infectious disease testing and drug screening.

On 1 July 2001, the Company entered into an agreement with davTECH whereby the Company
appointed davTECH as its exclusive distributor in Canada to sell a variety of the HealthTest tests, the
rapid blood typing card, the alcohol breathalyser and tests for drugs of abuse. This agreement stipulates
that in the 12 months to 31 January 2003, 2004 and 2005, davTECH is required to order $250,000,
$500,000 and $1,000,000 worth of the Company’s products respectively. Failure to purchase such
quantities gives the Company the right to terminate the agreement.
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6.2

Novovir GmbH (*“Novovir’)

Novovir is a new e-commerce company that counts amongst its major backers OnlineNow! GmbH, one
of the leading internet companies in Germany.

The Company entered into an agency contract with Novovir on 1 December 2000. Under this
agreement, Novovir were appointed as the Company’s agent for the European Union and Switzerland.
Novovir shall solicit the sale of some of the Company’s HealthTest products and alcohol breathalyser
in the European Union and Switzerland. In addition, Novovir is appointed as the Company’s sole agent
for the sale of the above products in Germany, Austria and Switzerland. This agreement stipulates that
in the second and third years after completion of the certification of the first product the annual
minimum volume of sales for all products to business clients is $2.5 million and $5 million respectively.
If Novovir does not meet any minimum volume of sales, the Company is entitled to revoke its sole
agent status.

Novovir plans to sell HIV and sexually transmitted disease, drugs of abuse and alcohol breathalyser
tests directly to consumers and doctors over the internet, and is currently pursuing the registration
process for the HIV test in Europe. In addition, Novovir is working to obtain contracts for certain
products with the German military and federally funded aid programmes to developing countries.

Med-site Inc. (“Med-site’’)

Med-site is a leading e-detailing company serving the pharmaceutical industry by providing sales and
product detail support to doctors via the internet. Pharmaceutical product support is supplied through
continuing medical education credits (“CMEs”) for doctors, as well as the award of honorarium credits
for doctor involvement in e-detailing programmes. Med-site has conducted market research with
doctors on Akers’ PSA test and found a very positive response in favour of purchasing the product for
use in their surgeries.

This research has prompted the parties to discuss a joint venture relationship to be constructed to move
forward with PSA as the first product, followed by other test such as those for homocysteine, chlamydia
and gonorrhoea. The joint venture will require Akers to obtain regulatory approvals and manufacture
the product, while Med-Site will fulfil orders and market the product through e-commerce channels.
Based on market research performed on the PSA test by Med-site and commissioned by the Company,
the Directors anticipate annual sales of approximately $20 million in the US through this channel.

Centre for Nutritional Medicine (“CNM”’)

The CNM, based in the UK, is an organisation which promotes a new concept in health management.
Doctors and nutritionists work together in a team with the aim of improving a person’s health,
maximising his athletic performance and contributing to disease management and prevention using
evidence-based nutritional support and management. The centre’s philosophy emphasises the need for
nutritional support as an essential partner to medical treatment (if required) rather than as an alternative.

CNM signed a distribution agreement with Akers on 22 March 2002. This appoints CNM as the
Company’s exclusive distributor for certain of its products in the market represented by professional
and amateur sports, the health and fitness industry, independent specialist retailers of healthfoods/sports
supplements and mail order and internet channels in the UK and Ireland. Minimum quantities must be
ordered otherwise Akers has the right to terminate the agreement, or vary it or its exclusive nature.

Biotech and pharmaceutical companies

Akers’ technology is well suited to biotech and pharmaceutical companies where rapid diagnostic or
screening information is critical to identifying the appropriate candidate for drug therapy, monitoring
the dosage to achieve maximum therapeutic effectiveness and detecting unwanted side effects. Akers’
products may therefore help to reduce the substantial cost of bringing a pharmaceutical product to
market.
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Regulatory authorities can require that a diagnostic or monitoring process be carried out on patients
receiving new drug treatments. Regular monitoring of a patients condition is often required before the
treatment can be continued. Where results of the monitoring are available at the time of testing, the drug
treatment can be continued there and then rather than having to defer further treatment until the results
have been returned from a laboratory. The Directors believe that such arrangements will become more
frequent as medicines become more specific to the subset of patients defined by biomarker expression
and monitoring of the patient’s prognosis is important for effective treatment.

In relationships with biotech and pharmaceutical companies, Akers is usually paid to develop a screen
or a test. The biotech or pharmaceutical company pays for obtaining the necessary regulatory approvals,
after which Akers supplies agreed quantities of the developed test or screen.

RelialLAB Inc. (“ReliaLAB”)

ReliaLAB was established as a spin out from Novartis International AG (“Novartis”) and co-markets
Akers’ tests for white blood cell counts and absolute neutrophil counts with Clozapine. Novartis, a
multi-national drug company listed in on the Swiss Stock Exchange, markets Clozapine under the
brand name Clozaril®, an anti-psychotic drug used to treat schizophrenia that destroys white blood cells
as a side effect. Patients must be tested weekly to determine their white blood cell and absolute
neutrophil levels, and the dosage of the medication must be adjusted accordingly.

ReliaLAB and Akers have entered into a contract dated 7 September 2001 whereby RelialLAB pays for
certain development and product approval costs, and Akers develops and manufactures the product for
test kits for determining an individuals white blood cell count. The Company has granted RelialLAB an
exclusive, worldwide license to sell and market such kits and the Company will not provide such kits
to third parties. ReliaLAB is currently in the process of seeking regulatory approval for these two tests
in the US. ReliaLAB represents and warrants that it will purchase a minimum of 100,000 tests per
annum. The Directors believe that regulatory approval will be received in the third quarter of 2002.
RelialLAB has estimated that the size of this market in the US is 5.75 million units which equates to a
market value in excess of $20 million based on the Company’s anticipated unit selling price. If
regulatory approval, including FDA approval, is not obtained within 18 months of a submission of such
approvals, the agreement shall lapse.

DiaMed SA (“DiaMed”)

DiaMed is a leader in testing products for blood transfusion medicine worldwide. Its gel technology
was a significant advance in blood transfusioning and gained rapid acceptance in the market. DiaMed
manufactures its products at its facilities in Switzerland, Brazil, and Tunisia, and markets its products
through subsidiaries, affiliated companies, and distributors in over 70 countries.

The contract between DiaMed and Akers is a broad technology, manufacturing, marketing and
distribution arrangement. Akers has granted to DiaMed the right to finish manufacturing and to
distribute the blood typing card and the tests for blood borne infectious diseases under the DiaMed
label. Akers has also appointed DiaMed as its exclusive distributor for 11 products in 49 territories,
including Australia, various European countries, Canada and some South American, Middle Eastern
and Far Eastern countries. DiaMed is required to obtain all necessary approvals in its own name.

DiaMed’s bedside blood transfusion product, using Akers blood typing card, is currently in the process
of registration for sale into Europe, to meet regulatory requirements for a bedside confirmation of
patient and donor blood types immediately prior to a blood transfusion. The Directors expect this to be
the first product serving an anticipated European market of 16 million units per year. Market
introduction is expected in the second quarter of 2002. Akers has also completed development of a
product formatted specifically for DiaMed for the PIFA infectious disease assays that pertain to blood
transfusion medicine. This product line is under evaluation and registration for distribution through the
DiaMed sales and marketing organisation. The Directors expect market introduction in the first quarter
of 2003.
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6.3 Aid organisations

Epidemic and endemic disease screening and treatment is of major strategic importance to aid
organisations operating in the developing world. Akers’ strategy is to use its distributors in the relevant
territory to sell “disease management programmes” (such as those involving disease prevention,
diagnosis and treatment) to the governments of developing countries whose disease management
programmes are generally funded by various international aid organisations (such as World Bank,
USAID and the United Nations). Targeting such programmes offers Akers the advantage of avoiding
significant investment in sales and marketing because sales are made to single entities rather than many
individuals. Orders are usually obtained through an international tender process.

The use of Akers’ products does not require an infrastructure or highly qualified personnel. The
products are easy to operate and the results are static at temperatures ranging from room temperature
up to 52°C. This makes them well suited to mass population screening and testing and the Directors
believe that this gives Akers a competitive advantage in this market.

Akers requires that before any product is shipped to aid organisations, ten per cent. of the value of the
order is paid as a cash deposit and that a further 80 per cent. is supported by a letter of credit. The
remaining ten per cent. is payable in cash 30 days after shipment.

Genelabs (Kenya) Limited (‘““Genelabs”)

Genelabs, located in Nairobi Kenya, is an established distributor of diagnostic products in Kenya,
Uganda and Tanzania that has a track record of business with the governments and aid organisations of
these countries. Its staff includes a team of medically-trained personnel that provide technical support
and training to users.

Under a distribution agreement entered into on 17 September 1999, Genelabs was appointed
exclusively to sell the Company’s HIV, Hepatitis B Surface Antigen and syphilis test in Kenya, Uganda
and Tanzania. Genelabs has recently won a tender from the Kenyan Government, funded by World
Bank, for a disease management programme to be rolled out in Kenya using exclusively Akers
products. Akers will supply Genelabs with rapid tests for HIV, hepatitis B, syphilis, malaria together
with prophylactics and generic drugs to treat these diseases.

The value of this tender in terms of revenue to Akers is currently a minimum of $7.95 million over the
next 18 months.

In addition, Genelabs has also been awarded a contract with the Ministry of Defence of Kenya for a
minimum of $9 million of pharmaceutical products to be supplied by Akers, and expects additional
orders for diagnostic products shortly.

MEDPHARM Inc. (“MedPharm”)

MedPharm is a generic pharmaceutical company with active sales and marketing organisations in
certain developing countries. It specialises in selling to aid organisations (e.g., World Bank, World
Health Organisation, US Agency for International Development, Department for International
Development (UK)), and programmes funded by these organisations.

By a number of separate distribution agreements, the Company has appointed MedPharm as its
exclusive distributor in territories which include Central and South America, Indonesia and the
Philippines. The Company is currently negotiating a consolidated distribution agreement with
MedPharm Plus, Inc. which will replace the existing agreements with MedPharm.

MedPharm has received an order from the Ecuadorian Government for 500,000 dengue fever tests,
200,000 HIV tests, 200,000 hepatitis B tests, and 100,000 malaria tests. Ecuadorian Government
approval has been received for the order and the necessary funds have been provided by the World
Bank. The Directors shortly expect to supply these tests to MedPharm for a value in terms of revenue
of $1.1 million.
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6.4

Colebrand Limited (“‘Colebrand”)

Colebrand is a multinational conglomerate with business units in the healthcare, defence, engineering
and transportation fields.

Colebrand has entered into a distribution agreement with Akers under which Akers appoints Colebrand
as its distributor in Africa and Asia with respect to business funded by international aid organisations.
The distribution agreement is to supply tests for HIV, hepatitis B and C, STDs, malaria and dengue
fever.

Military and emergency services

The military and emergency services can use Akers’ technology for a variety of reasons, including rapid
epidemic and endemic disease screening for their own population, for any field of operation and for
field-applicable identifiers for biological warfare agents. The Company’s marketing approach is to
work with the military in appropriate contracted research and development followed by supply
contracts for developed products.

Defense Group Inc. (“Defense Group’)

Defense Group is a leading provider of services and products to emergency services having to deal with
potential biological warfare agents. In addition, Defense Group serves as technical advisers on biological
warfare agents and manages many defence contracts. Defense Group assisted Akers by providing
consulting and professional services relating to marketing, bidding and negotiating on two pending
government contracts and Akers plans to market its biological warfare tests to the civilian sector through
Defense Group once one of these contracts is awarded.

Battelle Memorial Institute (‘“‘Battelle”)

Battelle is a non-profit making corporation based in Columbus, Ohio with offices around the world. It
assists industry and government in developing new technologies. Battelle inserts technology into
systems and processes for: manufacturers; pharmaceutical and agrochemical industries; trade
associations; and government agencies supporting energy, the environment and health. Battelle has a
staff of 7,500 scientists, engineers, and support specialists. Each year, thousands of technology projects
are in progress at Battelle’s various business operations. These projects are performed for nearly 2,000
companies and government agencies. Battelle’s business revenues are nearly $1 billion a year.

Akers has a teaming agreement with Battelle through which the parties have jointly submitted an
application for two contracts to supply certain tests. The Directors currently anticipate that, should their
application be successful, production of these tests and services will commence in June 2002.

U.S. General Services Administration (“GSA”)

The GSA is the federal government’s procurement expert which helps other federal agencies to acquire
the space, products, services and consulting advice they need from federal and commercial sources.
GSA provides and contracts for the provision of billions of dollars” worth of products and services for
federal agencies. GSA offers its customers ways to purchase easily what they need. GSA simplifies the
federal procurement process by negotiating large multi-user contracts (GSA Schedules and value-added
information technology contracts) and by leveraging the volume of the federal market to drive down
prices.

Akers has a contract with GSA under which all of Akers’ tests have been placed on the GSA catalogue.
Any federal agency can order tests directly from Akers. The US DOD is currently conducting field
trials with a combined blood typing and screening card that allows ‘buddy to buddy’ blood transfusion.
The Directors believe that this card is expected to save the military the significant cost of transporting
and maintaining blood supplies in a battlefield theatre of operation. The Company has received an
indication that, should this field trial be completed successfully, it is likely to receive an order for the
blood typing cards in June 2002.
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7. Markets

The diagnostic market has historically been dominated by technologies that are usually not protected by
patents. This led to an industry characterised by high volume, low margin products. Recent advances in
genomics and proteomics have led to the identification of novel and potentially more meaningful markers of
health and disease, which in turn has led to the development of diagnostic tests resulting from solid
intellectual property protection. Such advances are leading the diagnostics industry to evolve from a non-
proprietary to a proprietary basis.

The world-wide diagnostic market, which includes traditional clinical testing and the rapid point of care
diagnostic market, is estimated to be valued in excess of $19 billion per annum and is forecast to grow at a
rate of 5 per cent. annually over the next five years. The immunodiagnostic market is itself estimated to be
valued at in excess of $7 billion per annum.

Traditionally, clinical testing involves obtaining a specimen from the patient, sending the specimen to a
centralised processing clinical laboratory, where trained medical and laboratory professionals are then
required to process and manipulate specimens, often using sophisticated instrumentation, and calculate and
interpret the results. The point of care medical professional receives the results days or weeks after the
specimen was obtained. Akers’ products are designed to bypass this time consuming and expensive process.

The pressures on public health budgets and falling profits among insurers has brought about alternative
approaches to disease management such as a move towards rapid point of care testing. The Directors believe
that the Company should benefit significantly from this changing trend.

Most developing countries have had limited access to diagnostic tests owing to a lack of infrastructure and
the high capital expenditure required to establish the equipment-based laboratory systems which exist in the
developed world. However, medical providers in developing countries do need cost effective, simple, rapid
diagnostic tests and screens. The Directors believe that the Company’s products offer healthcare purchasers
in these markets a solution which should unlock substantial new markets for Akers in the developing regions.

Biotech and pharmaceutical companies develop more sophisticated drugs to combat both old and new
diseases. Expiring patent protection of older drugs is expected to significantly increase the number of new
drugs on the market. The cost of discovering and developing a single drug is now estimated at over $500
million. Complex and sophisticated drugs can have unfortunate side effects for certain patients with the result
that some drugs never obtain regulatory approval. The ability to screen a patient for a pre-existing condition
which might create an adverse reaction to the drug prior to administration or whilst the drug is being
administered would facilitate bringing to market drugs which would otherwise fail to get regulatory
approval. The Directors believe that the size of the opportunity that might be offered from a strategic alliance
with a biotech or pharmaceutical company such as ReliaLAB would be very significant.

8.  Competition

Competitors of Akers include other companies developing and marketing rapid, point-of-care diagnostic
devices and companies with dedicated laboratory instruments and systems. The primary criteria for
determining competitiveness within the rapid point-of-care sector are cost, ease of use, speed, readability,
accuracy and flexibility. On each of these criteria, Akers PIFA tests compare favourably with other rapid test
technologies, including lateral flow, membrane enzyme immunoassay and slide agglutination. As Akers
PIFA tests do not use light sensitive colorimetric reactions to produce a result they have the added advantage
of offering users a permanent record of a test result through the storage of the test strip itself. In addition, the
time required by Akers to develop a working prototype test ready for clinical trials is usually around six to
eight weeks from inception. The Directors believe that competitors’ laboratory tests normally require at least
a year to develop to a similar point.

Current laboratory based diagnostics suffer from a number of limitations related to the nature of the tests
themselves and the technical infrastructural and human support required to perform the tests. Such
diagnostics often require the laboratories to purchase specific items of equipment, some of which involve
significant capital expenditures.
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Other developers of point-of-care diagnostics which are more important as competitors of Akers include
Chembio Diagnostic Systems, Inc, Diagnostic Products Corporation, Princeton BioMeditech Corporation,
Trinity Biotech plc and Quidel Corporation.

9. Technology and product research and development

Akers currently marketed products are based on its PIFA and MPC Biosensor technologies. The Company’s
strategy in respect of future products based on these technologies is to develop products pursuant to specific
orders, or where Akers identifies a significant market opportunity.

Akers current in-house research and development program is focused on its proprietary Particle Nucleic Acid
Filtration Assay technology (‘PANAFA’), and on research using the results of Proteomic Phage Display
Technology.

9.1 PIFA

Akers is currently developing the following tests and screens using PIFA:

pharmaceutical related: ~ Absolute neutrophil count White blood count
non-infectious agents: Cardiac event screen Colorectal cancer marker

CD4 cell count Homocysteine

CD8 cell count p43 protein breast cancer marker
blood transfusion: Blood transfusion match screen (combo)
infectious diseases: BSE Hepatitis A

Biological warfare agents Herpes

Erlichia Tuberculosis

The Directors believe that by applying a test to food or soil samples, the PIFA technology could be
applied outside the human medical arena. Tests could be developed for soil samples to detect or
measure environmental hazards, such as herbicides and pesticides, and tests for harmful bacteria within
food, such as e-coli and salmonella.

9.2 MPC Biosensor

Akers is currently developing the tests and screens for ketosis, asthma and lactose intolerance using the
MPC Biosensor.

9.3 PANAFA

PANAFA technology is an extension of PIFA and is used to create rapid DNA-probe assays. DNA-
probes are used to identify subtypes of organisms (such as viruses) or the concentration of organisms
that in turn help determine the course of pharmacological therapy. In addition, the presence of, or
mutations in, certain genes can be detected that indicate the presence of, or predisposition to certain
hereditary diseases.

The initial applications of PANAFA technology are expected to include the detection of HIV viral
genome mutations, which are important in determining the appropriate class of drug used for treatment;
Hepatitis B and Hepatitis C viral load analysis, and the determination of hemochromatosis.

The development of PANAFA technology is expected to be completed by the end of 2002 and will be
followed by disease-specific product development and clinical trials.

9.4  Proteomics Phage Display technology

Proteins are responsible for many functions both within and between cells including cell to cell
signalling and the maintenance of biochemical equilibrium and structural integrity. Many diseases are
caused by cell to cell communication errors or by cellular mechanisms that are inappropriately
regulated or by pathogens disguised as host proteins.
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Proteomics phage display technology is a functional proteomics process which is used to relate protein
expression to therapeutic and diagnostic development. The technology enables the analysis of
biological events and the binding that occurs between proteins, peptides or carbohydrates and their
receptors. Discovery of binding and sequence characteristics can lead to broad platform applications
for many disease states or medical conditions.

The technology enables the identification of the synthetic antibody type molecules which it may then
be able to use in its reagents to test for new disease states using PIFA or PANAFA technology.

The method by which an appropriate synthetic antibody type molecule is identified using phage display
is the proprietary technology of LigoCyte Pharmaceuticals, Inc. (“Ligocyte”). The Company contracts
LigoCyte to identify specific antibody type molecules to its specification.

The first product developed using the technology, and currently undergoing clinical trials, is a synthetic
form of the D red blood cell antigen that is important in blood transfusion and pre-natal medicine. If
successful this synthetic antigen could revolutionise blood transfusion medicine.

Other Proteomics Phage Display Technology research and development includes generating receptors
that will allow the quantification of hepatitis C viral load, BSE, the early detection of cardiovascular
disease (homocysteine), autoimmune disease prognosis (CRP and P III NP) and further blood
transfusion targets.

10. Manufacturing

The Company operates from its own leasehold premises based in Thorofare, New Jersey, USA. The facility
comprises approximately 10,500 sq ft of office space, research and development laboratories and
manufacturing plant.

Akers’ facilities are substantially GMP compliant and are approved for using certain disease strains by the
Centre for Disease Control. Akers manufactures and packages its own reagents and has a capacity to produce
18 million units a year on a three shifts basis. The Company intends to continue manufacturing technically
sophisticated components, such as the reagents and membrane systems. It is capable of packaging finished
kits where necessary, but intends to use partners to perform finish manufacturing for certain markets. This
may reduce the cost of packaging, and may facilitate a scale up of the Company’s production capacity with
little capital expense.

Akers subcontracts the manufacture of certain sub-assemblies including the plastics and the filtration
membrane used in its products. Akers expects that all subcontractors conform with GMP. The manufacturing
equipment used has been specifically designed, engineered and built for Akers.

11. Intellectual property

The intellectual property of Akers consists mainly of certain patent rights, know-how protected by trade
secrets as well as some trade mark rights. Akers does not have patent rights for its technology in all countries
where it markets or intends to market its products. Please refer to the Risks Factor section in Part II.

The Company has an in-house review procedure and reviews on as timely a manner as possible patentable
inventions resulting from its development work.

Akers is the owner of the patents in the US, Japan and Europe which protect Akers’ principal technology,
known as PIFA, on which its marketed products are based. The PIFA testing kits themselves are protected
by a patent that protects various filtration techniques and assemblies.

Akers breathalyser products, which have been on the market for the past one and a half years, are based on
its MPC Biosensor detection technology. The detection technology was developed in-house and is protected
as a trade secret. The tube forming part of the breathalyser itself was protected by a third party patent which
has now lapsed.
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Akers will file further patent applications to protect its technology when further patentable inventions are
identified and Akers sees a commercial need to protect such inventions by patent.

Further information on Patents is documented in the Patent Agent’s report in Part VI.

12.

12.1

12.2

Regulatory matters

US Regulation

The FDA is the regulatory authority in the USA. The FDA decides, based on clinical evidence supplied
by the Company, that for a specific indication, a given diagnostic product performs sufficiently
accurately and reliably to be granted a licence for sale. For medical devices there are two routes to
obtaining this approval. The least onerous of these, called a 510k (pre-market notification), compares
the new product to an equivalent already approved for sale. Demonstrating equivalence enables the new
product to be approved. Recently, the FDA re-classified PSA testing products into the 510k category.
The other more rigorous route is required where no comparable product has been approved for the same
indication.

For new products where no existing comparable product is already being sold in the market (and
sometimes even where a similar test exists already) it is necessary to obtain regulatory approval
following the more demanding pathway known as a PMA (pre-market approval). Under this process a
company is required to carry out extensive clinical evaluations to justify the use of its product in a
particular clinical setting.

The Company has obtained regulatory approvals for a number of products in the US for both infectious
diseases and chronic inflammatory diseases as well as tests for the presence of drugs of abuse (see table
above). To date, the Company has addressed regulatory issues under the advice of consultants
experienced in dealing with the FDA. Each of the approvals obtained so far in the US have been under
the 510k route where existing products on the market give largely equivalent performance.

On 30 October 1998 the Company received a letter from the FDA taking the form of a warning letter
in relation to the HealthTest HIV 1 + 2 Rapid Assay and the Hepatitis B Surface Antigen (HbsAg)
devices. Akers had not marketed or distributed any of these devices up to such date and therefore as a
result of the letter, was able to identify deficiencies and improve procedures such that when marketing
and distribution of devices did commence, the Company was compliant with the relevant regulations.

The Company has a committed policy of developing programmes and bringing the Company into
compliance with US Federal Regulations for all of its manufactured and distributed devices. Schiff &
Company, a regulatory affairs and clinical research organisation which conducts and monitors clinical
studies and performs GMP and quality audits for drugs, biologics, diagnostics and devices, reported to
the Company on 22 January 2001 that Akers was substantially compliant with 21 Code of Federal
Regulations Part 820 and therefore compliant with GMP regulations.

On 14 August 2001 the FDA reported by exception to the Company the results of their most recent
GMP inspection. This report did not highlight any material GMP compliance deficiencies. Further, on
8 April 2002, the Company received a letter from the FDA stating that the status of the Company’s
GMP compliance was acceptable.

Other jurisdictions

In the EU the current market situation is somewhat less regulated. The UK and other member states of
the EU are in a transition phase to a more regulated environment. By December 2003 a European
Directive (98/79/EC) which governs the safety, quality and performance of in vitro diagnostic medical
devices will require that all rapid, point-of-care testing devices be CE Marked for sale in the EU. If
products are already on the market at that time but do not have CE marking they will have until
December 2005 to comply.

In general, Akers’ approach going forward is to require distributors themselves to negotiate regulatory
approvals in their given territories.

23



13. Directors, senior managers, employees and consultants

The Company has an experienced board of directors and management team, including:

13.1 Directors

Lord Blackwell, Ph.D. (49) is the Non-Executive Chairman of the Board, having joined the Company
on 8 May 2002. He is currently a non-executive director of Dixons Group plc, Slough Estates plc and
the Corporate Service Group plc, chairman of SmartStream Technologies Ltd and a special advisor to
KPMG Corporate Finance. He has previously been a partner at McKinsey & Co, and was Head of the
Prime Minister’s Policy Unit in 10 Downing Street between 1995-1997. He was also the director of
group development for NatWest Group plc between 1997-2000. He was created a life peer in 1997. He
is also chairman of the Centre for Policy Studies.

Raymond F. AKkers, Jr., Ph.D. (43) is Chief Executive Officer, President and a member of the Board,
having co-founded the Company in 1989. He has over 17 years of experience in the diagnostics
industry having co-founded Drug Screening Systems, Inc., a publicly listed company, in 1987 and
Akers Medical Technology Inc. in 1984. He was chief executive officer and vice president of research
and development of Drug Screening Systems, Inc. until the sale of the company in 1989 and served as
president and chief executive officer of Akers Medical Technology Inc until 1987. He holds a Ph.D. in
Neurochemistry from Northwestern University. Dr Akers is the inventor of PIFA.

Paul B. Freedman CPA (64) is Chief Financial Officer and a member of the Board, having joined the
Company in 1998. He was previously the managing partner of the Philadelphia office of BDO Seidman
LLP and has over 40 years of financial accounting experience.

Daniel Seckinger (73) is Director of Clinical Development and a member of the Board, having joined
Akers in February 1994. He was a member of the House of Delegates at the American Medical
Association for nine years and past president of the College of American Pathologists. Currently he is
a secretary of the American Registry of Pathology.

Edward Mulhare (75) is a Non-Executive Director, having joined the Board in April 1994. He has
served as the chairman of the board of SenTech EAS Corporation since May 1994, and over the past
ten years has served as a director of fifteen companies including Aldila Inc., Truck Components, Inc.,
PanAmerican Diamond Co., McGraw Industries, Inc., and American Silver Co. He served as the
chairman of the board and chief executive officer of Merrill Lynch Interfunding, Inc., which managed
a $1.6 billion leveraged acquisition portfolio. In addition, he has served as executive vice president of
Republic National Bank of New York and vice president of Prudential Insurance Company.

Edward Wampold (74) is a Non-Executive Director, having joined the Board in July 1990. Since
1989, he has been engaged as a private consultant to the biomedical industry. From 1986 to 1990, he
served as president and chief executive officer of Technimed Corporation, a diagnostics corporation.
Prior to 1985, he served in various executive management positions with divisions of Johnson &
Johnson, Cooper Biomedical Inc, Geometric Data (a division of SmithKline plc) and Biological
Corporation of America Inc.

David Wilbraham BSc, Ph.D. (63) is a Non-Executive Director, having joined the Board on 8§ May
2002. He is currently a non-executive director of St. Ives plc, RPC Group plc and Intelligent
Engineering Limited. He holds a doctorate in chemical engineering from Imperial College, London of
which he is also a Governor and member of its audit committee. He previously held senior management
roles in specialty chemical companies including Hickson International plc, Laporte plc and ICI plc.

13.2 Senior Executives

Donald H. Russell (75), Senior Vice President for technical issues, joined the Company in January
1993. He previously has served as an executive with Arco Chemical Company as new business
development manager for chemical and biotechnology products.

Frank Goodman, Ph.D. (58), Vice President of Business Development, joined the Company in May
2001. From 1985-2000, he served in the business development and strategic marketing at Novartis

24



Pharmaceuticals Inc. Prior to 1985, he was a professor of pharmacology at South Western Medical
School, Dallas Texas, Indiana University Medical School and the University of Kentucky School of
Pharmacy.

Fred Ryan (50), Senior Vice President of Sales and Marketing U.S, joined the Company in February
2001. Prior to joining the Company he was vice president and general partner of Stack Pharmaceuticals
Inc, a healthcare consulting company. From 1985-2000, he was employed by Novartis Pharmaceuticals
Inc. His last assignment at Novartis was executive director Mature Products Portfolio where he
managed a sales portfolio in excess of $600 million annually.

John Durrenberger (57), Vice President of Manufacturing, joined the Company in October 1999. He
has been involved with plastic and glass production and product development for the pharmaceutical
packaging industry for more than thirty years.

Joseph P. Koz, Ph.D. (59), Vice President, Strategic and Military Sales, having joined the Company in
September 1996. During his career in the US Air Force, Dr. Koz has served as inspector general and
director of operations in Korea and director of the offices of attachés.

Joseph B. Perrone, Ph. D. (48), Vice President of International Sales and Marketing, joined the
Company in April 2001. He served as vice president of business development at the University of
Maryland Biotechnology Institute. He was the director of business development for Becton Dickinson
Corp in Africa, Asia and Latin America for 12 years.

Yli Remo Vallejo, Ph.D. (53), Vice President for Immuno-Diagnostics Research and Development,
joined the Company in August 2000. He has 20 years of experience in developing immunoassays for a
number of companies, including Becton Dickinson Inc (rising to director research and development for
Becton Dickinson Advanced Diagnostics).

13.3 Scientific Advisory Council

14.

The Company has assembled a Scientific Advisory Council (the “Council”) to assist in directing the
Company’s medical product development activities. Members of the Council include prominent
researchers and doctors’ surgeries specialising in infectious diseases and microbiology, who advise, and
in many instances participate in the Company’s long-term scientific planning, research and
development. Interaction with the Council helps ensure that the Company’s product development
efforts are directed at practical problems and opportunities in the field of medical diagnostics and
monitoring.

Members of the Council generally do not meet collectively as a board, and are not expected to devote
more than a small portion of their time to the Company. The Council consists of the following
members:

. Irving Nachamkin, Dr. PH. is the associate director of clinical microbiology at the University of
Pennsylvania Medical Centre.

. Robert Nakamura, M.D. is the Chairman Emeritus of the Department of Pathology at the
Scripps Institute.

. Niel Constantine, Ph.D is the director of clinical immunology at the University of Maryland.
Members of the Scientific Advisory Council have been compensated for their services through the grant

of warrants from time to time at the discretion of the Company’s Board of Directors.

Stock Option Plans

The Directors believe that Akers’ success is highly dependent on the quality and loyalty of its employees. To
assist in the recruitment, retention and motivation of high quality employees the Company must have an
effective remuneration strategy. The Directors consider that an important part of the Company’s
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remuneration strategy is the ability to award equity incentives and, in particular, stock options to employees.
Consequently, the Company has adopted the Stock Option Plans.

Save as set out in paragraph 5 of Part VIII, there are no subsisting options under the Stock Option Plans and
the Directors do not intend to grant any further options in the short term following Admission.

The terms of the Company’s Stock Option Plans have been drafted on the basis of US practice to reflect the
likely expectation of employees in the US market. As such the Stock Option Plans do not necessarily comply
with the guidelines published by the Association of British Insurers. In particular, the Employee Stock
Option Plan enables rights to be granted on terms that the recipient can purchase shares at less than fair
market value, on the date of grant.

Further details of the Stock Option Plans are set out at paragraph 5 of Part VIII.

15. Financial record

The recent financial record of Akers summarised below has been extracted, without material adjustment,
from the accountants’ report contained in Part III and the pro-forma statement of net assets in Part V.
Investors should read the whole of this document and not just rely on this summarised information.

In the year to 31 December 2001, Akers recorded revenues of $621,388 with costs of production of
$1,139,087, resulting in a gross loss of $517,699. Sales and general administration expenses were
$3,972,040, with research and development expenses of $759,858, resulting in a loss from operations of
$5,249,597. However, a number of items within sales and general administration expenses were of a non-
cash nature, particularly an amount of approximately $1,666,000 due to the required accounting treatment
for the compensatory effect of the issued options and warrants at less than fair market value.

AKkers recorded net current liabilities of $5,975,744 as at 31 December 2001. Since that date, a number of
post balance sheet events of a non-cash nature have occurred which would have reduced this net current
liabilities position, were they to have occurred before 31 December 2001. This includes the conversion into
equity of a portion of the convertible debt and the agreement by which Milan Holding Company, Inc. has
agreed to convert all of the senior notes together with the related accrued interest payable into equity at the
Placing Price. The effect of these conversions, if they had occurred before 31 December 2001, would have
resulted in the Company having recorded net liabilities of $2,633,744 representing a reduction of
$3,342,000. This reduction is shown in the pro-forma statement of net assets in Part IV before the impact of
issuing shares pursuant to the Placing.

As at 31 December 2001, Akers had 32,219,627 issued and fully paid Common Shares. Since that date, the
number of outstanding options due under the Stock Option Plans and the number of outstanding warrants,
have been reduced through the issue of Common Shares. As a result, and after taking account of Common
Shares issued from the conversion into equity of the senior notes and convertible debt referred to above, the
Company had 37,080,895 issued and fully paid Common Shares before taking account of the shares issued
as a result of the Placing.

16. Current trading and prospects

The current year has started well, and the trading performance for the three months ended 31 March 2002
has matched Directors expectations. During this period, the Company received orders for shipment in excess
of $4,000,000.

The Directors are of the opinion that there are substantial growth opportunities in its markets and believe that
the Group’s growth prospects are strong.

17. Dividend policy

The Directors’ current intention is for the Company to retain its earnings in the foreseeable future to finance
growth and expansion. The Company does, however, intend to pay dividends when, in the view of the
Directors, the Company has retained sufficient cash for this purpose.
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18. Details and reasons for the Placing

The Company is proposing to raise approximately £2.6 million, net of expenses, by 2,525,000 issuing
Common Shares at a price of 136p per Placing Share pursuant to the Placing.

The Directors intend to use the net proceeds from the Placing to reduce borrowings by £0.75 million, focus
further research and development on the use of the MPC Biosensor with respiratory diseases and to provide
general working capital, in particular, the additional equipment and working capital needed to bring on
stream a further production facility. In addition to the above, the Directors intend to recruit a UK based
European sales and marketing manager.

Although the majority of the Company’s assets are located in the US, its customer base includes Europe,
Africa, the Americas and Asia and its potential markets are spread worldwide. The Company has a strong
business base in the UK, where it has a strategic alliance with Colebrand Ltd for the distribution of HIV and
STD tests to a number of markets. London is also the base for the Company’s European activity, as well as
for international aid organisations that make up a large part of its current and potential client base.

The Placing is not underwritten or guaranteed. Monies received from subscribers for Common Shares will
be held in accordance with the terms of the placing letters issued by KBC Peel Hunt until such time as the
Placing Agreement becomes unconditional in all respects. If the Placing Agreement does not become
unconditional in all respects by 29 May 2002, subscribers monies will be returned to subscribers at their risk
without interest.

The Common Shares will be issued in registered form and, on Admission, will rank pari passu in all respects
with the existing Common Shares in issue immediately prior to Admission. It is expected that definitive title
to the Common Shares will be delivered by posting share certificates by first class post no later than 5 June
2002. No temporary documents of title will be issued.

Further details of the Placing Agreement are set out in paragraph 11 of Part VIIIL.

19. US Transfer Restrictions

The Placing Shares will not be registered under the US Securities Act or qualified under the applicable
securities laws of the several states of the US and, thus, may not be offered or sold in the United States or to
US persons. The Placing is being made in reliance on Regulation S under the US Securities Act to non-US
persons in off shore transactions. The Placing Shares are subject to the restrictions on transfer set out in
Part VII, including a restriction against hedging transactions involving the Common Shares unless conducted
in compliance with the US Securites Act, and share certificates will bear legends with respect to such transfer
restrictions. Placees and subsequent purchasers of the Placing Shares will be deemed to have agreed to the
transfer restrictions set out in Part VII and to have agreed not to effect transfers of the Placing Shares except
to transferees who also agree to the restrictions, where the restrictions are still applicable.

Further details of the transfer restrictions are set out in Part VII.

20. Settlement and CREST

CREST is a paperless settlement procedure enabling securities to be evidenced otherwise than by certificate
and transferred otherwise than by written instrument. Due to restrictions on transfer under the US Securities
Act, however, the Common Shares must be held in certificated form for a period of at least 12 months
following the Placing, and so the Common Shares will not be eligible for settlement through CREST during
that time.

Accordingly, settlement of transactions in both the existing Common Shares and the Placing Shares
following Admission will not take place within the CREST system, although trades can be reported to AIM
and the cash consideration can be settled using the CREST residual service.

The Company does not currently intend to apply for the existing Common Shares or the Placing Shares to
be settled in CREST upon the expiry of this 12-month period. Accordingly, the Directors expect that
settlement will not take place in CREST for the foreseeable future.
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21. Interests of Directors and lock-in arrangements

Following Admission, the Directors and certain major Shareholders will be interested in 23.1 per cent. in
total of the Enlarged Issued Common Share Capital. The Directors and these major shareholders have given
undertakings, save in certain limited circumstances, not to dispose of any of their Common Shares for a
period of 12 months from the date of Admission and thereafter will not sell more than 50 per cent. of their
holdings in the second year and not more than 50 per cent. of the balance of their holdings in the third year.
During such periods, the Directors and such shareholders have agreed also to be subject to an orderly market
agreement.

All Shareholders whose interest in the Company represents between 5 per cent. and 10 per cent. of the
Existing Common Shares, which will represent 12.8 per cent. of the Enlarged Issued Common Share Capital,
have given undertakings, save in certain limited circumstances, not to dispose of any of their Common
Shares for a period of 12 months from the date of Admission. During this period and for the second year
following Admission, such shareholders have also agreed to be subject to an orderly market agreement.

22. Corporate governance

The Directors support high standards of corporate governance and confirm that, following Admission, they
intend (having regard to the current stage of development of the Company) to comply, so far as practicable,
with the Code of Best Practice published by the Committee on Corporate Governance. The Company also
proposes to follow the recommendations on corporate governance of CISCO, the City Group for Smaller
Companies. However, these codes are not binding on the Company.

An informal audit committee has been in existence for several years. A formal committee has been
established by the board with terms of reference suitable for an AIM Company. The audit committee consists
of Edward Mulhare and Lord Blackwell, with David Wilbraham acting as chairman from Admission.

An informal compensation committee has been in existence for several years. A formal committee has been
established by the board with terms of reference suitable for an AIM Company. The compensation committee
consists of Lord Blackwell and Daniel Seckinger with Edward Wampold acting as chairman.

A formal nominations committee has been established by the board with terms of reference suitable for an
AIM Company. The nominations committee consists of Raymond Akers and Paul Freedman with Lord
Blackwell acting as Chairman from Admission.

The Company has adopted and will operate a share dealing code for Directors and employees in accordance
with the AIM Rules.

The Company intends to hold regular Board Meetings (approximately eight times a year) at which financial
and other reports are considered and, where appropriate, voted on.

23. Effects of a US Domicile

Akers is a US company incorporated in the State of New Jersey, USA under the NJBCA. There are a number
of differences between the corporate structure of the Company and that of a public limited company
incorporated in the UK under the Act. While the Directors consider that it is appropriate to retain the majority
of the usual features of a publicly traded New Jersey, USA corporation, they intend to take certain actions,
whenever practicable, to meet UK standard practice. Set out below is a description of the principal
differences and, where appropriate, the actions the Board intends to take.

(a) Pre-emptive rights
Shareholders do not have pre-emption rights under New Jersey law over further issues of shares of the
Company. Where circumstances permit, the Directors intend to consult with the Company’s Nominated
Adviser and Broker as to whether shareholders should be provided with the opportunity to participate
in all future offerings of new shares of the Company for cash (and where it would be customary for an
English company admitted to AIM to provide such a right).
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(b)

(c)

In the Placing Agreement the Company and the Directors irrevocably undertake that for so long as the
Company is admitted to trading on AIM or the Official List then the Company will not allot for cash
and in any period of 12 months new Common Shares for cash which would in aggregate represent more
than 10 per cent. of the issued share capital of the Company unless either the Company’s broker
consents in writing to such allotment of Common Shares or failing such consent a meeting of the
holders of Common Shares is convened on 21 clear days notice to all holders of Common Shares and
a resolution approving the allotment of Common Shares is passed at the meeting by a 75 per cent.
majority of the votes cast by the holders of Common Shares attending the Meeting.

Take over code

The Company may not be subject to the City Code on Takeovers and Mergers (the “Code”) and certain
provisions contained in the Company’s certificate of incorporation and by laws may make a hostile
takeover of the Company more difficult to achieve. The Code will apply if the Panel on Takeovers and
Mergers regard the Company to be resident in the UK, the Channel Islands or the Isle of Man. The
Directors do not presently intend to exercise any such rights granted to them actively to frustrate a
takeover offer.

In the Placing Agreement the Company and the Directors irrevocably undertake that the Directors shall
at all times conduct the affairs of the Company as if they were bound by the provisions of the Code and
shall endeavour to honour the spirit of the Code in all the Company’s dealings.

Preferred Shares and Common Shares

Provisions in the Company’s certificate of incorporation and bylaws could have the effect of making it
more difficult for a third party to acquire, or of discouraging a third party from attempting to acquire
control of the Company. These provisions could limit the price that certain investors might be willing
to pay in the future for Common Shares.

The Company’s certificate of incorporation allows the Company to issue preferred stock and Common
Shares without any further action by the Shareholders and the bylaws eliminate the right of
Shareholders to call a special meeting of Shareholders, which could make it more difficult for
Shareholders to effect certain corporate actions.

In the Placing Agreement the Company and the Directors irrevocably undertake that there has been no
issue and there will not be any issue, or agreement to issue, any Preferred Shares or rights arising from
Preferred Shares at any time prior to or after Admission.
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PART II

RISK FACTORS

Prospective investors should be aware that an investment in the Company involves a substantially high
degree of risk. In addition to the other information contained in this document, the following risk
factors should be considered carefully in evaluating whether to make an investment in the Company
and, in particular, should be read in conjunction with the Expert’s Report in Part V, the Patent Agents’
Report in Part VI and the information on regulatory matters set out in Appendix I.

The following list of risks is not intended to be exhaustive. In particular, prospective investors should
consider the following:

The Company has incurred net losses since inception

The Company incurred net losses of $5.14 million for 2001 and $3.99 million for 2000. As at 31 December
2001, the Company had an accumulated deficit of $36.83 million. The Company’s revenues to date have
been limited and it has a large amount of fixed expenses and expects to incur significant manufacturing,
research and development, sales and marketing and administrative expenses in the future. As a result, the
Company will need to generate significantly higher revenues, while containing manufacturing costs and
operating expenses, if it is to achieve profitability. Even if the Company achieves profitability in the future,
it may not be able to sustain or increase profitability on a quarterly or annual basis. If the Company does not
realise sufficient revenue levels to achieve profitability, it may require additional financing, which may not
be available. If the Company is unable to attain and sustain profitability, its business could be severly
harmed.

Value of Akers’ Common Shares

The value of the Akers’ Common Shares may go down as well as up. Investors may, therefore, realise less
than the original amount subscribed and could lose their entire investment.

Suitability of investment

An investment in Akers may not be suitable for all recipients of this document. Potential investors are
accordingly advised to consult a person authorised under the Financial Services and Markets Act 2000 who
specialises in investments of this kind before making any decision.

Management, staff and retention of key employees

The Company’s future success depends upon the continued services of its executive officers, in particular,
the Company’s founder, president and chief executive officer, Raymond F. Akers Jr., and other key technical,
engineering, sales, marketing, manufacturing and support personnel. The Company’s officers may terminate
their employment at any time, subject to prior notice. In addition, with the exception of Raymond F. Akers,
the Company does not have “key person” life insurance policies covering any of its employees. The loss of
the services of any of the Company’s officers or key employees could delay the development and production
of the Company’s products and negatively impact its ability to maintain customer relationships, which could
harm the business, financial condition and results of operations of the Company.

In addition, many of the members of the Company’s management team have only been with Akers for a
relatively short period of time. Failure of the management team to work effectively together could inhibit the
Company’s day to day operations and the development and achievement of its long-term strategies and could
seriously harm its business.

The Company’s ability to continue to attract and retain highly skilled personnel will be a critical factor in
determining whether it will be successful in the future. The Company may not be successful in attracting,
training or retaining qualified personnel to fulfil its current or future needs, which may inhibit the day to day
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operations and the development and achievement of the long-term strategies of the Company and would
harm the Company’s business.

Protection of intellectual property

The extent of the Company’s success will depend on its own ability and the ability of those from whom it
might in-license intellectual property, to establish and enforce in relevant jurisdictions intellectual property
rights relating to the development, manufacture, use and sale of products. In the diagnostics industry,
companies are increasingly actively seeking patents and defending their patents or other intellectual property
rights. Akers owns patents on some of its technology in the United States, Japan and certain jurisdictions in
Europe. The Company takes the measures it considers necessary to protect its intellectual property rights.
However, no assurance can be given that Akers will not be subject to claims of infringement of patents or
other intellectual property rights of others. Further, Akers sells its current products and will sell future
products in countries where it does not and may not have in the future patents and where intellectual property
rights may not be afforded the same level of protection as is the case in the United States, Japan and Europe.
This means that third parties might be able to compete with Akers using intellectual property rights of Akers
and Akers might not have effective means of remedy either because it does not have the intellectual property
registered in that country or the country does not afford the same level of protection.

Competitors may have filed applications or been granted patents for, or obtained additional patents and
intellectual property rights that relate to products or processes competitive with those to which the Company
has rights. In addition, there can be no assurance that any of the patents of the Company will not become
subject to opposition or revocation proceedings by third parties. If such proceedings were initiated, the
Company’s defence of its proprietary rights could involve substantial costs and the outcome could not be
predicted and could result in declarations of invalidity or narrowing of the scope of those rights. An adverse
outcome could subject Akers to significant liabilities, require Akers to obtain a licence for the continued use
of the affected rights, which may not be available on acceptable terms or at all, or require Akers to cease its
production and development efforts in whole or in part. Where patent protection is not available, there is a
risk that procedures which the Company has in place to ensure confidentiality of its trade secrets and know-
how may be breached in a manner which is detrimental to Akers and such procedures to maintain
confidentiality may not be in place or sufficient. This could affect the ability to patent future inventions to
which the Company may be entitled.

Claims of prior interest, such as claims by individuals or other collaborators involved in the development of
the technology, may arise in the diagnostics field in which the Company operates. Whilst the Company
guards against such claims through suitable agreements with employees and third parties and is presently not
aware of any such claims, there is no guarantee these claims will not be made at a later date especially where
arrangements with third parties do not adquately deal with ownership and commercialisation rights in respect
of intellectual property. If made, such claims could have an adverse material effect on the ability of the
Company to market the products which are the subject of such claims at a competitive price.

If patents are granted to other parties that contain claims having a scope that is interpreted by the relevant
authorities in such a way that any of the Company’s activities or any resulting future products infringe those
patents, there can be no assurance that the Company will be able to obtain licences to such patents at
reasonable cost, if at all. Given the competitive nature of the market, such intellectual property rights are likely
to be strenuously enforced. When any of the Company’s intellectual property, or that which is licensed-in,
lapse or expire or are no longer available to the Company, the ability of the Company to prevent third parties
from developing products covered by such patent rights will be significantly reduced or will cease.

Competition

The industries in which the Company operates are highly competitive and may become even more
competitive. It is possible that potential competitors may develop products and technologies that are more
effective or less costly than those products being marketed and developed by Akers or which would make
Akers’ products and/or the technologies in which it has proprietary rights obsolete or uncompetitive.

Many of Akers’ competitors have significantly greater human and financial resources and experience in
conducting pre-clinical and clinical trials, existing relationships with aid agencies and other public
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healthcare bodies in the areas which Akers aims to exploit and greater experience in obtaining regulatory
approvals. Accordingly, these competitors may be capable of obtaining marketing approvals for their
products and acceptance in the market more quickly than can Akers. The existence of products developed by
Akers’ competitors may adversely affect the marketability of any products that may be successfully
developed by Akers. There can be no assurance that Akers will be able to compete successfully, and the
failure to do so would have a material adverse effect on Akers’ business, financial condition and results of
operations.

Product testing and regulatory approval

Akers’ products and its ongoing development activities are subject to regulation by governmental and other
regulatory authorities in the countries in which Akers or its collaborators and distributors wish to test,
manufacture or market Akers’ products. Such regulatory approval will be subject to the evaluation of clinical
data relating to the quality and safety of the product candidate for its proposed use. The time taken to obtain
regulatory approval varies between countries. There can be no assurance that regulatory approvals for the
Company’s products will be forthcoming without delay or at all.

Human diagnostics products are generally subject to lengthy and rigorous pre-clinical and clinical trials and
other extensive, costly and time-consuming procedures mandated by the FDA and by other authorities in
Europe, including confirmation by the FDA, the CDC, and other regulatory authorities that good laboratory,
clinical and manufacturing practices were maintained during testing and manufacturing.

In addition, each regulatory authority may impose its own requirements and may refuse to grant, or may
require additional data before granting, an approval notwithstanding that regulatory approval may have been
granted by other regulatory authorities. After regulatory approval has been obtained, the product and the
manufacturer are subject to continual review and there can be no assurance that such approval will not be
withdrawn or restricted. Changes in applicable legislation and/or regulatory policies or discovery of
problems with the product, production process, site or manufacturer may result in delays in bringing
products to market, the imposition of restrictions on the product’s sale or manufacture, including the possible
withdrawal of the product from the market, or may otherwise have an adverse effect on Akers’ business.
Akers’ success will be dependent upon its ability, and those of its collaborative partners, to maintain
compliance with the FDA’s and other regulatory authorities” GMP and other regulatory requirements.
Changes in the relationship between Akers and its collaborative partners may also affect the ability to comply
with regulatory requirements.

In addition, a number of legislative and regulatory proposals aimed at changing healthcare systems have been
proposed in various countries in recent years. The Company cannot predict whether these or other legislative
or regulatory proposals will be adopted or the effect such proposals may have, but the announcement and/or
adoption of such proposals could have a material adverse effect on Akers’ business, financial condition and
results of operations.

The failure to comply with applicable regulatory requirements can, among other things, result in fines,
injunctions, civil penalties, total or partial suspension of regulatory approvals, refusal to approve pending
applications, recalls or seizures of products, operating and production restrictions and criminal prosecutions.

Environmental and Safety Regulation

The Company is subject to environmental and safety laws and regulations, including those governing the use
of hazardous materials and pathogens, because some of the Company’s work involves making use of disease
strains and other potentially harmful substances or organisms. The cost of compliance with these and similar
future regulations could be substantial and the rules to be adhered to are strictly enforced. Although the
Directors believe that the Company’s procedures for handling and disposing of such materials comply with
the standards prescribed by applicable laws and regulations, the risk of accidental contamination or injury
from these materials cannot be entirely eliminated. In the event of such an accident, resulting liabilities could
have a material adverse impact on the Company.

32



Commercial collaboration and Strategic Partners

There is no assurance that the Company will be able to negotiate commercial licensing or other agreements
for the future exploitation of its products or technologies, including the clinical development, manufacture
or marketing of products stemming from these. In addition, there can be no assurance that any company
which enters into agreements with the Company will not pursue alternative technologies either on its own or
in collaboration with others, including the Company’s competitors. Further, it is possible that arrangements
with collaborators and strategic partners are not adequately governed by contractual arrangements dealing
with ownership, commercialisation and confidentiality of technologies concerned. Additionally, it may be
the case that conflicting rights have or may be granted in respect of the Company’s products and
technologies.

Requirements for additional funds

If additional funds should be raised by issuing equity securities, dilution of existing shareholdings will result.
In addition, there can be no assurance that the Company will be able to raise additional funds when needed,
or that such funds will be available on terms favourable to the Company.

Product liability and insurance

Akers’ products, the use of any of Akers’ products in clinical trials and the sale of any approved product in
the future, may expose Akers to liability claims. These claims could be made directly by consumers and
healthcare providers or indirectly by Akers’ collaborators or others selling such products under their own
brand. Any such claims could have a materially adverse effect on the Company. In addition to usual product
liability insurance cover, it may be necessary for the Company to secure certain other insurance cover as a
condition to the commencement of clinical trials. There can be no assurance that in the future the necessary
insurance cover will be available to the Company at an acceptable cost, if at all, or that, in the event of any
claim, the level of insurance carried by the Company now or in the future will be adequate to meet any
potential liability.

Share price volatility and liquidity

The share price of publicly traded emerging companies can be highly volatile. The price at which the
Common Shares will be quoted and the price which investors may realise for their Common Shares will be
influenced by a large number of factors, some specific to the Company and its operations and some which
may affect the quoted healthcare and pharmaceutical sector, or quoted companies generally. These factors
could include the performance of the Company’s research and development programmes, large purchases or
sales of the shares, currency fluctuations, legislative changes in the healthcare environment and general
economic conditions.

The admission to AIM should not be taken as implying that there will be a liquid market for the Common
Shares. It may be more difficult for an investor to realise its investment on AIM than to realise an investment
in a company whose shares are quoted on the Official list of the UK Listing Authority.

Ability of Board to issue Preferred Shares

Provisions in the Company’s certificate of incorporation and bylaws could have the effect of making it more
difficult for a third party to acquire, or of discouraging a third party from attempting to acquire control of
the Company. These provisions could limit the price that certain investors might be willing to pay in the
future for Common Shares. The Company’s certificate of incorporation allows the Company to issue
Preferred Shares without any further action by the Shareholders and the bylaws eliminate the right of
stockholders to call a special meeting of stockholders, which could make it more difficult for stockholders
to effect certain corporate actions. These provisions could also have the effect of delaying or preventing a
change in control. The issuance of Preferred Shares could decrease the amount of earnings and assets
available for distribution to the Shareholders or could adversely affect the rights and powers, including
voting rights, of such Shareholders. In certain circumstances, such issuance could have the effect of
decreasing the market price of the Common Shares.
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Restrictions on transfer under the US Securities Act

The Placing Shares have not been registered under the US Securities Act. The Placing Shares are “restricted
securities” as defined in Rule 144 promulgated under the US Securities Act. The Placing Shares may not be
offered, sold or delivered in the United States or to, or for the account or benefit of, any US Person, unless
the transfer is registered under the US Securities Act or an exemption from the registration requirements is
available or under transactions specified by Regulation S promulgated under the US Securities Act. Only the
Company is entitled to register the Placing Shares under the US Securities Act and the Company has no
obligation to do so. The Company can give no assurances that an exemption from registration will be
available to any subscribers for or purchasers of Placing Shares. The Placing Shares will bear a legend
describing restrictions on transfer to US Persons and prohibiting hedging transactions in the Company’s
Placing Shares unless in compliance with the US Securities Act. Each subscriber for Placing Shares, by
subscribing for such Placing Shares, agrees to reoffer or resell them only in accordance with the provisions
of Regulation S, pursuant to registration under the US Securities Act, or pursuant to an available exemption
from registration and agrees not to engage in hedging transactions with regard to such securities unless in
compliance with the US Securities Act.

The above restrictions severely restrict purchasers of Placing Shares from reselling the Placing Shares in the
United States or to a US Person. The Placing Shares will not be admitted for trading on Nasdaq or on any
US securities exchange in connection with the Placing.

PRIOR TO INVESTING IN THE PLACING SHARES OR CONDUCTING ANY TRANSACTIONS IN
THE PLACING SHARES, INVESTORS ARE ADVISED TO CONSULT PROFESSIONAL ADVISORS
REGARDING THE ABOVE RESTRICTIONS ON TRANSFER.

Exchange rate risk

The proceeds of the Placing will be received in pounds sterling. This may give rise to an exchange rate risk
against US dollars, the Company’s functional currency.

Certain shareholders will continue to have substantial control over the Company after this Placing.

Upon completion of the Placing, the Directors and principal Shareholders that hold three per cent. or more
of the Enlarged Issued Common Share Capital and their affiliates will beneficially own, in aggregate,
approximately 35.9 per cent. of the Enlarged Issued Common Share Capital. As a result, these shareholders
will be able to exercise significant control over all matters requiring Shareholder approval, which could delay
or prevent an outside party from acquiring or merging with the Company. The ability of such Shareholders
to prevent or delay these transactions could cause the price of the Common Shares to decline.
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PART III

ACCOUNTANTS’ REPORT ON AKERS AND SUBSIDIARIES

The Directors RSM Robson Rhodes
KBC Peel Hunt Ltd 186 City Road
62 Threadneedle Street London
London EC1V 2NU
EC2R 8HP

The Directors 16 May 2002

Akers Biosciences, Inc.
201 Grove Road
Thorofare

New Jersey

08086

USA

Dear Sirs

Akers Biosciences, Inc. (‘the Company”)

Introduction

We report on the financial information set out in paragraphs 1 to 18. This financial information has been
prepared for inclusion in the AIM Admission Document dated 16 May 2002 of Akers Biosciences, Inc. (“the
AIM Admission Document’).

Basis of preparation

The financial information set out in paragraphs 1 to 18 below is based on the audited financial statements of
Akers Biosciences, Inc. for the three years ended 31 December 2001 and has been prepared under US GAAP
on the basis set out in paragraph 5, to which no adjustments were considered necessary.

Responsibility
The financial statements of Akers Biosciences, Inc. are the responsibility of the directors of Akers
Biosciences, Inc. who approved their issue.

The directors of Akers Biosciences, Inc. are responsible for the contents of the AIM Admission Document
in which this report is included.

It is our responsibility to compile the financial information set out in our report from the financial statements,
to form an opinion on the financial information and to report our opinion to you.

Basis of opinion

We conducted our work in accordance with the Statements of Investment Circular Reporting Standards
issued by the Auditing Practices Board. Our work included an assessment of evidence relevant to the
amounts and disclosures in the financial information. The evidence included that previously recorded by
Rudolph, Palitz LLC, who audited Akers Biosciences, Inc. for the year ended 31 December 1999 and
McGladreyé& Pullen, LLP for the two years ended 31 December 2001. Our work also included an assessment
of significant estimates and judgements made by those responsible for the preparation of the financial
statements underlying the financial information and whether the accounting policies are appropriate to the
Company’s circumstances, consistently applied and adequately disclosed.

We planned and performed our work 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
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financial information is free from material misstatement whether caused by fraud or other irregularity or
erTor.

Opinion

In our opinion the financial information gives, for the purposes of the AIM Admission Document, a true and
fair view of the profits and cash flows of the Company for the three years ended 31 December 2001 and the
state of affairs of the Company at the end of each of those years.

Consent

We consent to the inclusion in the AIM Admission Document of this report and accept responsibility for this
report for the purposes of paragraph 45(8)(b) of Schedule 1 to the Public Offers of Securities Regulations
1995 statutory information.
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1. CONSOLIDATED BALANCE SHEETS
Years ended 31 December 2001, 2000 and 1999

Current assets

Cash

Accounts receivable, net of allowance for doubtful
accounts of $11,665, $10,000 and $14,260 in 2001,
2000 and 1999, respectively

Inventories

Prepaid and other current assets

Total current assets

Property and equipment, net

Other assets

Patent pending costs, net of accumulated amortisation

Deferred financing costs, net of accumulated amortisation

Deposits and other assets

Total other assets

Total assets

37

Note

9]

2001 2000 1999

$ $ $
206,629 1,016,406 502,862
60,872 100,584 65,538
184,931 103,000 39,307
17,281 61,687 55,121
469,713 1,281,677 662,828
461,026 514,610 424,458
150,037 105,622 95,007
15,057 23,248 31,438
6,407 10,407 6,407
171,501 139,277 132,852
1,102,240 1,935,564 1,220,138




1. CONSOLIDATED BALANCE SHEETS (continued)
Years ended 31 December 2001, 2000 and 1999

Note 2001 2000 1999
$ $ $
Current liabilities
Accounts payable and accrued expenses 1,537,426 1,024,681 775,361
Accrued interest payable 960,904 842,221 817,034
Payroll taxes payable 71,910 24,332 27,248
Other current liabilities 48,382 — —
Senior notes payable 8 1,750,000 1,750,000 1,750,000
Note payable, bank 9 250,000 - -
Convertible notes payable 10 1,350,000 - -
Current portion of long-term debt 11 466,894 647,168 1,368,013
Current portion of obligations under capital leases 12 9,941 9,760 -
Total current liabilities 6,445,457 4,298,162 4,737,656
Long-term debt
Long-term debt, net of current portion 11 672,001 827,504 1,040,136
Obligations under capital leases, net of current portion 12 9,979 19,920 —
Total long-term debt 681,980 847,424 1,040,136
Commitments 12
Stockholders’ deficit
Preferred stock, no par value
Authorised 10,000,000 shares, no shares
issued and outstanding at
31 December 2001, 2000 and 1999 - - -
Common stock, no par value
Authorised 50,000,000 shares
Issued and outstanding 32,219,627, 31,856,365 and
29,308,396 shares as at 31 December 2001, 2000
and 1999 30,807,934 28,485,894 23,150,113
Deficit accumulated during development stage (36,833,131) (31,695,916) (27,707,767)
Total stockholders’ equity (6,025,197) (3,210,022) (4,557,654)
Total liabilities and stockholders’ equity 1,102,240 1,935,564 1,220,138
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2.  CONSOLIDATED STATEMENTS OF OPERATIONS

Years ended 31 December 2001, 2000 and 1999

Revenues
Cost of production

Gross loss

Sales and general administrative expenses
Research and development expenses

Total sales and G&A and R&D expenses

Loss from operation

Discontinued operations
Loss from operation
Loss on disposal of Franklin Development

Total discontinued operations

Other income (expense)

Miscellaneous

Interest income

Forgiveness of trade payables

Proceeds from sale of New Jersey NOLs
Loss on disposal of property and equipment
Interest expense

Total income (expense)
Net loss

Note

39

Cumulative

amount from

inception

(8 March

1989 to

31 December

2001 2000 1999 2001)

$ $ $ $

621,388 353,597 361,817 1,886,276
1,139,087 1,096,289 795,063  (4,290,364)
(517,699) (742,692) (433,246) (2,404,088)

3,972,040 2,197,189 1,335,265 19,077,516

759,858 645,853 441932 6,931,671

4,731,898 2,843,042 1,777,197 26,009,187
(5,249,597) (3,585,734) (2,210,443) (28,413,275)
- - - (4,594,164)
- - - (870,276)
- - - (5,464,440)

- - - 75,302

6,429 28,507 21,450 222,555

2,712 11,738 1,280 717,303

371,254 333,109 - 704,363
- - (61,801) (836,904)
(268,013) (775,769) (467,739) (3,838,035)
112,382 (402,415) (506,810) (2,955,416)
(5,137,215) (3,988,149) (2,717,253) (36,833,131)




3. CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ DEFICIT
From 8 March 1989 (inception) to 31 December 2001

Balance, 31 December 1989
650 for 1 stock split effective
26 September 1990
Retirement of original shares
Sales of stock during 1990 for cash
Expenses associated with the sale of stock
Issuance of stock in connection with
raising capital
Net loss for the year ended
31 December 1990

Balance 31 December 1990

Sale of stock in 1991 for cash

Issuance of stock in exchange for $7,500
in cash and $17,500 in satisfaction of
trade payable balance during 1991

Net loss for the year ended
31 December 1991

Balance 31 December 1991

96 for 1 stock split effective

10 September 1992

Expiration of repurchase rights

Issuance of stock for net assets of
Shantou Assoc.

Issuance of stock for cash

Expenses associated with the sale of stock

Issuance of stock in connection with
raising capital

Net loss for the year ended
31 December 1992

Balance, 31 December 1992

Deficit

accumulated

during the

the development

stage

(8 March

1989 to

31 December
Preferred Stock Common Stock 2001) Total
Shares Shares $ $ $
- 100 100 (69,252) (69,152)
- 65,000 - - -
- (100) - - -
- 5,000 250,000 - 250,000
- - (20,000) - (20,000)
- 6,000 70,850 - 70,850
- - - (405,508) (405,508)
- 76,000 300,950 (474,760) (173,810)
- 1,500 75,000 - 75,000
- 500 25,000 - 25,000
- - - (652,357) (652,357)
- 78,000 400,950  (1,127,117) (726,167)
- 7,410,000 - - _
- - 77,500 - 77,500
- 388,889 106,136 - 106,136
- 2,643,629 1,572,895 - 1,572,895
- - (30,000) - (30,000)
- 736,272 - - -
- - - (1,228,624) (1,228,624)
- 11,256,790 2,127,481  (2,355,741) (228,260)
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3. CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ DEFICIT (continued)
From 8 March 1989 (inception) to 31 December 2001

Issuance of preferred stock for stock
of Franklin Inc.
Issuance of stock for cash
Cost of stock issued subject
to repurchase
Expense associated with the sale
of stock
Issuance of stock and warrants in
connection with debt
Expiration of repurchase rights
Issuance of stock in connection
with raising capital
Stock option plan and warrants transactions
Net loss for the year ended
31 December 1993

Balance 31 December 1993

Issuance of stock for cash
Cost of stock issued subject to repurchase
Expenses associated with the sale of stock
Issuance of stock for products and services
Issuance of stock in connection with
raising capital
Stock option plan and warrant transactions
Warrants issued in connection with debt
Net loss for the year ended
31 December 1994

Balance, 31 December 1994

Issuance of stock for cash
Expiration of repurchase offer
Expenses associated with the sale of stock
Issuance of stock for products and services
Increase in basis of assets acquired
from Shantou
Issuance of stock in connection with
raising capital
Stock option plan and warrant transactions
Stock issued in connection with debt
Net loss for the year ended
31 December 1995

Balance 31 December 1995

Issuance of stock for cash
Expiration of repurchase offer
Stock option plan and warrant transactions
Net loss for the year ended
31 December 1996

Balance 31 December 1996

Deficit
accumulated
during the
the development
stage
(8 March
1989 to
31 December
Preferred Stock Common Stock 2001) Total
Shares 3 Shares 3 $ $
350,000 1,091,636 - - - 1,091,636
- - 2,772,405 2,972,288 - 2,972,288
- - - (665,502) - (665,502)
- - - (205,000) - (205,000)
- - 250,000 280,000 - 280,000
- - - 234,667 - 234,667
- - 45,000 - - -
- - - 219,892 - 219,892
- - - - (3,107,631) (3,107,631)
350,000 1,091,636 14,324,195 4,963,826  (5,463,372) 592,090
- - 4315463 6,167,920 - 6,167,920
- - - (861,357) - (861,357)
- - - (446,337) - (446,357)
- - 39,089 58,634 - 58,634
- - 24,000 - - -
- - - 27,750 - 27,750
- - - 300,000 - 300,000
- - - - (4,730,005) (4,730,005)
350,000 1,091,636 18,702,747 10,210,436 (10,193,377) 1,108,695
- - 914,500 1,264,250 - 1,264,250
- - - 153,510 - 153,510
_ - - (75,775) - (75.775)
- - 27,787 37,980 - 37,980
- - - 243,710 - 243,710
- - 66,891 - - -
- - - 60,625 - 60,625
- - 553,518 553,518 - 553,518
- - - - (5,643,213) (5,643,213)
350,000 1,091,636 20,265,443 12,448,254 (15,836,590) (2,296,700)
- - 59,793 103,301 - 103,301
- - - 262,200 - 262,200
- - - 720,000 - 720,000
- - - - (5,355,148) (5,355,148)
350,000 1,091,636 20,325,236 13,533,755 (21,191,738) (6,566,347)
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3. CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ DEFICIT (continued)
From 8 March 1989 (inception) to 31 December 2001

Issuance of stock for cash
Expiration of repurchase offer
Issuance of stock and warrants in connection
with debt
Issuance of stock in conversion of debt
Expenses associated with the sale of stock
Net loss for the year ended
31 December 1997

Balance, 31 December 1997

Issuance of stock for cash
Expiration of repurchase offer
Issuance of stock for products and services
Issuance of stock in conversion of debt
Expenses associated with the sale of stock
Repurchase of previously issue stock,
for debt
Repurchase of previously issue preferred
stock in exchange for cash and debt
Net loss for the year ended
31 December 1998

Balance 31 December 1998

Issuance of stock for cash
Repurchase of previously issue stock,
for cash
Repurchase of previously issue
preferred stock
in exchange for cash and debt
Expenses associated with the sale of stock
Issuance of stock in conversion of debt
Net loss for the year ended
31 December 1999

Balance 31 December 1999

Deficit
accumulated
during the
the development
stage
(8 March
1989 to
31 December
Preferred Stock Common Stock 2001) Total
Shares 3 Shares 3 $ $
- - 695,704 555,872 - 555,872
- - - 353,899 - 353,899
- - 187,500 392,292 - 392,292
- - 200,000 150,000 - 150,000
_ - - (7,500) - (7,500)
- - - - (2,055,544) (2,055,544)
350,000 1,091,636 21,408,440 14,978,318 (23,247,282) (7,177,328)
- - 2,929,004 1,526,250 - 1,526,250
- - - 757,250 - 757,250
- - 126,565 94,840 - 94,840
- - 263,014 197,258 - 197,258
- - - (117,075) - (117,075)
- - (250,000) (250,000) - (250,000)
(175,000) (545,818) - 404,640 - (141,178)
- - - - (1,743,232) (1,743,232)
175,000 545,818 24,477,023 17,591,481 (24,990,514) (6,853,215)
- - 2,166,421 3,405,255 — 3,405,255
- - (106,440) (129,917) - (129,917)
(175,000) (545,818) - 348,572 - (197,246)
- - - (143,906) - (143,906)
- - 2,771,503 2,078,628 - 2,078,628
- - - - (2,717,253) (2,717,253)
- — 29,308,507 23,150,113 (27,707,767) (4,557,654)
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3. CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ DEFICIT (continued)
From 8 March 1989 (inception) to 31 December 2001

Issuance of stock for cash
Stock option plan and
warrant transactions
Issuance of common stock
for trade payables
Exercise of options and warrants

Interest expense on warrants issued

(Note 14)
Issuance of stock in
conversion of debt (Note 14)
Net loss for the year ended
31 December 2000

Balance 31 December 2000

Issuance of stock for cash
Stock option plan and
warrant transactions
Issuance of stock for
products and services
Exercise of options and warrants
Issuance of common stock in
exchange of trade payables
Net loss for the year ended
31 December 2001

Balance 31 December 2001

Deficit
accumulated
during the
the development
stage
(8 March
1989 to
31 December
Preferred Stock Common Stock 2001) Total
Shares $ Shares $ 3 $
- - 2,054,244 3,765,427 - 3,765,427
- - - 305,508 - 305,508
- - - 184,993 - 184,993
- - 127,500 79,800 - 79,800
- - - 267,826 - 267,826
- - 366,114 732,227 - 732,227
- - - - (3,988,149)  (3,988,149)
- - 31,856,365 28,485,894  (31,695,916)  (3,210,022)
- - 272,262 414,875 - 414,875
- - - 1,712,065 - 1,712,065
- - 26,000 52,000 - 52,000
- - 20,000 2,000 - 2,000
- - 45,000 141,100 - 141,100
- - - - (5,137,215)  (5,137,215)
- - 32,219,627 30,807,934  (36,833,131)  (6,025,197)
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4. CONSOLIDATED STATEMENTS OF CASH FLOWS

Years ended 31 December 2001, 2000 and 1999

Note

Operating activities
Net loss
Adjustment to reconcile net loss to cash used
in operating activities
Depreciation and amortisation
Forgiveness of trade payables
Amortisation of discount on long-term debt
Debt conversion costs
Amortisation of deferred finance cost
Stock, stock options and warrants issued for services
Loss on conversion of debt to common stock
Loss from disposition of property and
equipment
Loss on disposal of Division
Deferred compensation
Changes in operating assets and liabilities:
(Increase)/decrease in:
Accounts receivable
Inventories
Prepaids and other current assets
Deposits and other assets
Increase/(decrease) in:
Accounts payable and accrued expenses
Payroll taxes payable
Other current liabilities

Net cash used in operating activities

Investing activities

Purchase of property, equipment and subsidiaries
Purchase of intangible assets

Net proceeds from sale of property and equipment

Net cash provided by (used in) investing activities

Financing activities

Net proceeds/(payment) from release of funds held
in escrow/restricted funds

Proceeds from issuance of stock, net

Proceeds from issuance of convertible debt

Proceeds from borrowings

Repayments on officers and stockholders borrowings

Repayments of capital lease obligations

Repayments on borrowings

Net cash provided by financing activities
Increase in cash

Cash, beginning of year

Cash end of year

Cumulative
amounts from
inception
(8 March
1989 to
31 December
2001 2000 1999 2001)
$ $ $ $
(5,137,215)  (3,988,149) (2,717,253) (36,833,131)
146,935 122,159 129,575 1,994,097
(2,712) (11,738) (1,280) (717,303)
3,105 3,204 - 585,862
- 267,826 - 267,826
8,191 8,190 - 16,381
1,764,065 305,508 - 3,089,733
- 194,040 - 194,040
- - 61,801 756,730
- - - 870,276
- - - 115,000
39,712 (35,046) 13,211 (60,872)
(81,931) (63,693) 3,200 (184,931)
44,406 (6,516) (53,924) (20,093)
4,000 (4,000) (1,600) 2,812
775,240 654,425 457,723 3,356,733
47,578 (2,916) (83,897) 71,910
48,382 - - 48,382
(2,340,244)  (2,556,756)  (2,192,444) (26,446,548)
(87,619) (168,439) (112,085) (3,313,156)
(50,147) (16,347) - (549,295)
- - 524,634 1,817,904
(137,766) (184,786) 412,549  (2,044,547)
- - 328,000 296,002
416,875 3,845,227 3,131,432 21,313,746
1,350,000 - - 1,350,000
275,000 - 75,000 12,725,176
- - (12,500) (263,725)
(9,760) (8,460) - (18,220)
(363.,882) (581,681) (1,378,280)  (6,705,255)
1,668,233 3,255,086 2,143,652 28,697,724
(809,777) 513,544 363,757 206,629
1,016,406 502,862 139,105 -
206,629 1,016,406 502,862 206,629
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4. CONSOLIDATED STATEMENTS OF CASH FLOWS (continued)

Years ended 31 December 2001 and 2000

Supplemental disclosures of
cash flow information:

Non-cash investing and financing activities are as follows:

Issuance of preferred stock and notes payable in
connection with the acquisition of a subsidiary

Cumulative
Amounts

from Inception

(8 March 1989)
to 31 December

Capital lease obligation incurred related to
acquisition of equipment

Conversion of debt and accrued interest payable to
common stock (Note 14)

Common stock and warrants issued in
connection with debt

Conversion of trade payable to debt

Conversion of trade payable to common stock

Acquisition of its preferred stock for debt

Conversion of accrued interest payable to debt

Conversion of the Company’s common stock for debt

Conversion of Directors’ loan to common stock

Cash paid during the period for interest

2001 2000 1999 2001)

$ $ $ $

- - - 1,321,636

- 38,140 - 38,140

- 538,187 - 538,187

- - - 1,143,518

- - - 255,088
141,100 184,993 - 343,593
- - 200,642 341,820

- - 191,128 327,353

- - - 250,000

- - 1,900,000 2,050,000
148,247 288,660 372,216 3,117,106
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5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Summary of Significant Accounting Policies below and the other notes to the Consolidated Financial
Statements on the following pages are integral parts of the accompanying Consolidated Financial
Statements.

Description of Business

Akers Biosciences, Inc. and its wholly-owned subsidiaries (the “Company” or “Akers”) is a New Jersey
Corporation which was incorporated on March 8, 1989 as Akers Research Corporation. The Company
commenced research and development operations in September 1989, and is devoting substantially all its
efforts to establish the new business through the date of these financial statements. Akers has generated only
minimal sales of its primary products, therefore, considered to be in the development stage. Accordingly, the
accompanying financial statements represent those of a development stage enterprise. The Company derived
approximatley 90 per cent. and 80 per cent. of its sales from three customers during the years ended
31 December 2001 and 2000, respectively. Of these sales approximately $161,800 and $219,698, represented
sales to a company in which its Chairman was previously a Director of Akers. Receivables due from this
customer at 31 December 2001 were $23,335.

Subsequent to 31 December 2001, the Company changed its name to Akers Biosciences, Inc. and increased
the authorised number of Preferred Shares and Common Shares to 15,000,000 and 60,000,000 respectively
(note 18).

Patents and Trade Secrets

The Company has developed several diagnostic tests that can detect the presence of various substances in a
person’s blood, urine and saliva. Proprietary protection for the Company’s products, technology and process
is important to its competitive position. To date, the Company has received three patents from the United
States Patent Office (5,565,366, 5,231,035, and 5,827,749). Other patents have been granted through the
world Patent Cooperation Treaty (“PCT”) (WO 92/05440), European Patent Convention (EP 0 556 202 B1),
and in Japan (516757/91). Patents are in the national phase of prosecution in many PCT-participating
countries. Additional proprietary technology consists of eleven different inventions. The Company intends
to file additional patent applications, where appropriate, relating to new products, technologies and their use
in the US, European and Asian markets. Management intends to protect all other intellectual property (e.g.,
copyrights, trademarks and trade secrets) using all legal remedies available to the Company.

Principles of Consolidation

The consolidated financial statements include the accounts of the Company. All significant intercompany
balances and transactions are eliminated. The wholly-owned subsidiaries have been inactive since 31
December 1998 and have no assets or liabilities.

Revenue Recognition

The Company recognises sales at the time goods are shipped.

Inventories

Inventories are stated at the lower of cost (first-in, first-out) or market value, and primarily consist of raw
materials used for research and development, and manufacturing.

Property and Equipment

Property and equipment are stated at cost. Depreciation and amortization are computed over the estimated
useful lives of the respective assets using straight-line and accelerated methods. Upon sale or retirement of
assets, the related costs and accumulated depreciation are eliminated from the accounts and the resulting gain
or loss is included in operations. Expenditures for repairs and maintenance that do not increase the useful
lives of the assets are charged to operations as incurred.
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Patent Pending Costs

Costs associated with applying for patents are capitalized as patent pending costs. Once the patents are
approved, the respective costs are amortized over a period of seventeen years on a straight-line basis. Patent
pending costs for patents that are not approved are charged to operations the year the patent is rejected.
Accumulated amortization was $81,448, and $74,702 as of 31 December 2001 and 2000 respectively.
Amortization expense amounted to $6,746, $5,732 and $5,732 for the years ended 31 December 2001, 2000
and 1999, respectively.

Deferred Financing Costs

Costs incurred in connection with long-term financing, have been capitalised and are being amortised on the
straight-line basis over the term of the related debt. As of 31 December 2001 and 2000, accumulated
amortisation was $50,747 and $42,556, respectively. Amortisation expense for the years ended 31 December
2001 and 2000 was $8,191 and $8,190, respectively.

Research and Development Costs

Research and development costs are charged to operations when incurred.

Advertising and Promotion

Advertising and promotion costs are charged to current operations when incurred. Advertising and
promotion costs for the years ended 31 December 2001 and 2000 were $34,247 and $11,277, respectively.

Stock-Based Compensation

The Company adopted the disclosure-only provisions of Statement of Financial Accounting Standards
(“SFAS”) No. 123 “Accounting for Stock-Based Compensation,” but elected to continue to utilise the “intrinsic
value” method of accounting for recording stock-based compensation expense for employees, as provided for
in Accounting Principles Board No. 25 “Accounting for Stock Issued to Employees” (“APB No. 25”).

Income Taxes

Deferred income taxes are provided on a liability method whereby deferred tax assets are recognised for
deductible temporary differences and deferred tax liabilities are recognised for taxable temporary differences.
Temporary differences are the differences between the reported amounts of assets and liabilities and their tax
bases. Deferred tax assets are reduced by a valuation allowance when, in the opinion of management, it is
more likely than not that some portion or all of the deferred tax assets will not be realised. Deferred tax assets
and liabilities are adjusted for the effects of changes in tax laws and rates on the date of enactment.

Stock Options and Warrants

The Company’s intention is to issue stock options and warrants at no less than fair market value on the date
of grant. On infrequent occasions, stock options and warrants have been issued at less than fair market value
for both services and in connection with financings, and the effect of these issuances has been recorded as
an expense in the period of issuance of the option or warrant. Generally, the fair market value of common
stock has been determined based on the price that the Company has received for the issuance of stock to
investors during a comparable time period.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates.

Impairment of Long-Lived Assets

In accordance with Statement of Financial Accounting Standard No. 121, “Accounting for the Impairment
of Long-Lived Assets and for Long-Lived Assets to be Disposed of”, the Company assesses the
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recoverability of fixed assets and intangibles based on undiscounted estimated future operating cash flows.
If the Company determines that the carrying values have been impaired, the measurement and recognition
of the impairment will also be based on estimated future operating cash flows. As of 31 December 2001 and
2000, the carrying value of these assets has been determined not to be impaired.

Recently Issued Accounting Standard

In August 2001, the Financial Accounting Standards Board issued SFAS No. 144, “Accounting for
Impairment or Disposal of Long-Lived Assets”, which requires that one accounting model be used for long-
lived assets to be disposed of by sale, whether previously held and used or newly acquired, and broadens the
presentation of discontinued operations to include more disposal transactions. The Statement will be
effective in the fiscal year ending 31 December 2002. Management does not believe the adoption of
Statement 144 will have a significant impact on its financial position or results of operations.

6. CONCENTRATION OF CREDIT RISK

Financial instruments that potentially subject the Company to credit risk consist of cash and accounts
receivable.

The Company’s policy is to limit the amount of credit exposure to any one financial institution and place
investments with financial institutions evaluated as being creditworthy, which are exposed to minimal
interest rate and credit risk. At 31 December 2001, the Company had bank deposits that exceeded federally
insured limits by approximately $105,000. Concentration of credit risk, with respect to accounts receivable,
is limited due to the Company’s credit evaluation process. The Company does not require collateral from its
customers. Historically, the Company has not incurred any significant credit-related losses.

7. PROPERTY AND EQUIPMENT

Major classes of property and equipment consist of the following:

Estimated Useful

Lives in Years 2001 2000 1999

$ $ $

Machinery and equipment 5-15 982,863 898,097 743,155
Office furniture and equipment 5-7 59,690 56,837 48,691
Leasehold improvements 31.5-39 89,900 89,900 86,709
Transportation equipment 3-5 3,850 3,850 3,850
Assets held under capital lease 40,300 40,300 -

1,176,603 1,088,984 882,405
Less: accumulated depreciation
and amortization 715,577 574,374 457,947

461,026 514,610 424,458

Depreciation and amortization expense amounted to $140,189, $116,427 and $84,267, respectively, for the
years ended 31 December 2001, 2000 and 1999.

8.  SENIOR NOTES PAYABLE

On 25 February 1994, the Company entered into a note agreement with Milan Holding Company, Inc.
(“Milan”) whereby Milan provided $1,000,000 in exchange for a Senior Secured Note (“Senior Note™). The
Senior Note bears annual interest at 4 per cent. and is past due as of 31 December 2001.

Subsequent to 30 August 1995, Milan made additional advances to the Company totalling $750,000, of
which $400,000 bears interest at 10 per cent. and $350,000 bears interest at prime plus 1 per cent. Senior
notes payable noted totalling $1,750,000 were past due as of 31 December 2001. The notes are collateralised
by a security interest in Patent No. 5,231,035, issued 27 July 1993, entitled: Latext Agglutination Assay.

Subsequent to 31 December 2001, Milan converted outstanding debt to common stock (Note 18).
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9. NOTE PAYABLE, BANK

On 16 November 2001, the Company borrowed $250,000 from Commerce Bank, N.A. The loan was
evidenced by a promissory note, and secured by corporate assets as well as the personal guarantee of the
Company’s Chief Executive Officer (“CEO”). Additional collateral in the form of personal real estate was
also pledged. The loan bears interest at prime rate plus 1.0 per cent. (5.75 per cent. at 31 December 2001),
and is due on 1 February 2002. This note was paid in full subsequent to year-end (Note 18).

10. CONVERTIBLE NOTES PAYABLE

During 2001, the Company entered into transactions evidenced by subordinated convertible notes with
various individuals and/or entities, for which the Company received $1,350,000. The notes are for a one-year
period expiring through November 2002, bear interest at 9 per cent. and are convertible into shares of the
Company’s common stock at a conversion price of either $2.00 or $2.50. In addition, the notes have
detachable warrants which are convertible into 135,000 shares of the Company’s common stock at an
exercise price of either $2.00 or $2.50. These warrants have an expiration term of one to two years, through
November 2003. These warrants are considered detachable warrants and the associated expense, $3,250 for
2001, was determined using the Black-Scholes pricing model.

Subsequent to 31 December 2001, convertible notes totally $950,000 were converted into common stock at
$1.50 and $1.75 price per share (Note 18).

11. DEBT OBLIGATIONS

2001 2000 1999
$ $ $
Note payable, Small Business Administration, due in monthly
installments of $5,094 including fixed interest of 7.77 per cent.
The loan is collateralized by a lien on the company’s equipment,
and is guaranteed by second of the Company’s CEO. The loan is
due September 2016. 534,136 552,963 570,387

Note payable, individual, unsecured, due in semi-monthly
installments of $2,166, including interest, imputed at
6 per cent. The loan was paid in full in December 2001. 0 50,417 97,901

Note payable, individual, unsecured, due in monthly installments

of $3,000 including interest, imputed at 6 per cent. The note,

with the face amount of $176,000, was issued in connection

with the Company’s repurchase of certain preferred stock.

The loan is due in July 2002. 23,476 57,003 88,607

Note payable, individual, unsecured, in connection with the

Company’s repurchase of preferred stock. This portion of the

obligation is being amortized to the future payment of $60,000,

imputed at 6 per cent. and is due February 2009. The note is

convertible into 75,000 shares of the Company’s common stock

at the option of the Payee. 43,209 40,104 36,900

Note payable, bank, due in 84 monthly principal installments

of $5,362 plus interest at prime plus 1.5 per cent. through

May 2002 (6.25 per cent. at 31 December 2001).

The note is collateralized by a first lien on all equipment owned

by the Company and is guaranteed by officers of the Company

and the Small Business Administration. 39,627 97,886 160,959

Note payable, stockholder, unsecured, payable with interest at

18 per cent. Unpaid principal and interest is due on 31 March 2002.

The lender may purchase 100,000 shares of common stock at

$0.75 per share until full satisfaction of this note. 128,446 200,088 225,088
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11. DEBT OBLIGATIONS (continued)

Note payable, corporation, unsecured, due in quarterly payments
of $28,125 including interest at 10 per cent., through

31 December 2000. The note was due 30 March 2001 and the
loan is in default as of 31 December 2001.

Note payable, stockholder and director, unsecured, payable
on demand with on demand interest at 4 per cent.

Note payable, investment banking company, unsecured,
including interest at 15 per cent. The loan was paid in full in
January 2001.

Note payable, stockholder. Interest is payable at 15 per cent.
with principal due June 30, 1999. The loan was in default as
of 31 December 2001.

Note payable, stockholder. Interest is payable at 15 per cent.
with principal due June 30, 1999. The loan was in default as
of 31 December 2001.

Note payable, stockholder, unsecured including interest at
prime plus 1 per cent. (5.75 per cent. at 31 December 2001).
Due on demand.

Note payable, investor group, unsecured including interest at
prime plus 1 per cent. initially due August 1995. The note was
extended to 31 December 2000.

Deferred compensation, employee, non-interest bearing

due 2003

Less: current maturities

Long-term debt

Annual maturities on long-term debt for subsequent years are as follows:

Years ending 31 December

2002
2003
2004
2005
2006
Thereafter

12. COMMITMENTS

Capital Leases

2001 2000 1999

3 $ $
11,562 84,375 168,750
100,000 75,000 75,000
0 10,508 175,796
36,250 46,250 162,500
72,500 92,500 81,250
34,689 52,578 95,011
- - 355,000
115,000 115,000 115,000
1,138,895 1,474,672 2,408,149
466,894 647,168 1,368,013
672,001 827,504 1,040,136
Amount

$466,394

136,982

23,752

25,665

27,731

457,871

$1,138,895

The Company leases certain computer equipment with a cost of $40,300 under a capital lease expiring in
January 2004. The assets under capital leases are recorded at lower of the present value of the future

minimum lease payments or the fair value of the assets.

50



Minimum future obligations under capital leases are as follows:

Years ending 31 December $
2002 11,408
2003 11,408
2004 951
Total minimum lease payments 23,767
Less — amounts representing interest 3,847
Present value of future minimum lease payments $19,920
Less — current portion $9,941
Long term portion $9,979

Amortization of $12,896 and $8,066 related to the assets under capital leases are included in depreciation
and amortization expense in the accompanying financial statements for the years ended 31 December 2001
and 2000, respectively.

Interest expense related to capital lease obligations was $2,599 and $2,946 for the years ended 31 December
2001 and 2000, respectively.

Operating Leases

The Company leases office space in Thorofare, New Jersey under a noncancellable operating lease with
annual rentals of $135,000 plus common area maintenance (CAM) charges. The Company’s lease term
expires 31 May 2002.

In addition, the Company leases certain equipment and its office space under noncancellable operating leases
which expire at various dates through 31 August 2005.

Minimum future rental payments under all noncancellable operating leases are as follows:

Years ending 31 December 3
2002 65,132
2003 8,882
2004 8,882
2005 5,463
Total 88,359
Thereafter

Rent expense for the years ended 31 December 2001 and 2000 was $211,325 and $191,392, respectively.

Employment Contracts

Certain officers of the Company have employment contracts in the normal course of business ranging one to
five years. Certain of these officers were also given options as part of their agreement. During 2001 and 2000,
respectively, 314,000 and 215,000 options were granted at prices per share ranging from $1.00 to $2.00. The
Company records compensation expense relating to options provided to employees in accordance with APB
No. 25 (Note 5) in which the intrinsic value (fair market value less exercise price) is recorded to
compensation expense.

In March 2001, the Company entered into a new agreement with two of its officers. At 31 December 2001,
the Company has included in accounts payable and accrued expenses approximately $120,000 representing
accrued salaries relating to officers.

13. INCOME TAXES

The Company has deferred tax assets of approximately $13,600,000, $12,000,000 and $8,500,000 as of 31
December 2001, 2000 and 1999, respectively, primarily related to net operating loss carryforwards, which
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have yet to be utilized. At 31 December 2001 and 2000, the Company established a 100 per cent. valuation
allowance against the deferred tax assets as the likelihood of recognizing this benefit is not certain. The
utilization of these losses to reduce future income taxes will depend upon the generation of sufficient taxable
income prior to the expiration of the net operating loss carry forwards. In addition, based on ownership
changes resulting from the private placements of stock, as well as historical issuances of common stock, the
annual utilization of the otherwise available net operating loss carry forward may be limited by the
provisions of Section 382 of the Internal Revenue Code, as amended.

The Company has approximately $34,000,000 of loss carry forwards available to offset future taxable
income liabilities at 31 December 2001, that expire at various dates through the year 2020.

In each of the years ended 31 December 2001 and 2000 the Company sold New Jersey State operating loss
carry forwards, which resulted in proceeds of $371,254 and $333,109, respectively.

14. CAPITAL

As noted in the statement of stockholders’ deficit, the Company issued certain shares of stock in lieu of cash
payment for certain products and services received. These transactions were accounted in accordance with
SFAS No. 123 “Accounting for Stock-Based Compensation”. The basis of assigning value of the stock
issued was the fair market value of the related products or services received.

In December 2000, the Company entered into an agreement with stockholders whereby $355,000 in debt
obligations and $183,187 in accrued interest was converted into 366,114 of the Company’s common stock
at a conversion price considered below fair market value of $1.47. As a result of the transaction the Company
incurred debt conversion expense in the amount of $194,040, which is included in interest expense at 31
December 2000. In addition, the Company extended the term of 399,740 warrants at $1.50 per share for an
additional two years, expiring December 2002. During 2000, the Company accounted for the 399,740
warrants as a separate transaction. The Company recorded additional interest expense attributable to
extension of these detachable warrants in the amount of $267,826.

Subsequent to 31 December 2001, 358,056 of these warrants were converted into common stock of the
Company (Note 18).

15. STOCK WARRANTS AND OPTIONS

Stock Warrants

The Company has issued warrants to various employees and consultants of the Company for their services
either in connection with the Company’s ongoing efforts to raise capital or the development of the
Company’s products. Each warrant granted may be exchanged for a prescribed number of shares of common
stock. The warrants expire at various dates through December 2009.

Weighted Average

Number of Shares Exercise Price

Balance, 31 December 1999 7,183,730 $1.03
Granted 60,800 $1.18
Exercised (53,000) $0.10
Expired (449,375) $0.89
Balance, 31 December 2000 6,742,155 $1.11
Granted 169,500 $2.19
Exercised (20,000) $0.10
Expired (712,501) $1.50
Balance, 31 December 2001 6,179,154 $1.27

During 2001, the Company recorded additional compensation expense attibutable to warrants issued in
conjunction with services performed in the amount of $42,615.
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During 2000 the Company recorded additional expenses attributable to warrants issued in conjunction with
services performed by outside contractors in the amount of $55,908.

Stock Options

The Company has adopted two option plans that permit the granting of options to purchase shares of
common stock. The plans provide for the granting of both incentive stock options, as defined in Section 422
of the Internal Revenue Code (the “Code”), and options defined by Section 422 of the Code (“Non-qualified
options”™).

The plans are administered by a Compensation Committee, appointed by the Board of Directors, that grants
all options and determines their terms. Options are non-transferable and are only granted to employees,
officers and directors, and advisors or consultants who agree to be employed or to provide services to the
Company for a period of at least one year after the grant date. The maximum term of any option under the
plans is ten years.

During 2001 and 2000, the Company modified certain employee stock options by reducing the exercise price
or extending the exercisable term. Modifications to employee stock options require a new measurement of
compensation cost at the modification date. Compensation relating to these modifications totalled
$1,666,000 and $24,000 for 2001 and 2000, respectively.

Qualified option holders may exercise their options at their discretion through various dates ending
November 2008. Each option granted may be exchanged for a prescribed number of shares of common stock.

Weighted Average

Employee Plan — Qualified Options Number of Shares Exercise Price
Balance, 31 December 1999 1,526,300 $0.97
Granted 218,750 $1.33
Exercised - -
Expired/Terminated (201,300) $1.00
Balance, 31 December 2000 1,543,750 $1.14
Granted 517,665 $1.34
Exercised - -
Expired/Terminated - -
Balance, 31 December 2001 2,061,415 $1.19
Weighted Average

Directors’ Plan Number of Shares Exercise Price
Balance, 31 December 1999 191,000 $1.00
Granted 46,000 $1.00
Exercised (66,500) $1.00
Expired - -
Balance, 31 December 2000 170,500 $1.00
Granted 129,500 $1.58
Exercised - -
Expired (500) $1.00
Balance, 31 December 2001 299,500 $1.99
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15. STOCK WARRANTS AND OPTIONS (continued)
Stock Options (Continued)

Non-qualified option holders may exercise their options at their discretion through various dates ending
December 2006. The Company has granted non-qualified options as follows:

Weighted Average

Non-Qualified Options Number of Shares Exercise Price
Balance, 31 December 1999 364,500 $1.00
Granted - _
Exercised (17,500) $1.00
Expired - -
Balance, 31 December 2000 347,000 $1.00
Granted 175,000 $1.00
Exercised - -
Expired (300,000) $1.00

Balance, 31 December 2001 222.000 $1.00

The following table summarizes information concerning outstanding exercisable warrants and options at
31 December 2001:

Options and Options and
Warrants Outstanding Warrants Exercisable
Weighted-
Average  Weighted- Weighted-
Range of Remaining Average Average
Exercise Prices Number Contractual Exercise Number Exercise
$ Outstanding Life Price Exercisable Price
0.10 - 0.50 885,000 4.20 0.50 885,000 0.50
0.51 - 0.85 2,255,000 3.40 0.77 1,955,000 0.79
0.86 — 1.00 3,475,950 5.77 1.00 3,475,950 1.00
1.01 - 1.50 1,449,740 1.64 1.50 1,449,740 1.50
1.51 -2.00 593,879 3.50 2.00 593,879 2.00
2.01 -2.50 102,500 1.77 2.50 102,500 2.50
8,762,069 8,462,069

Options and warrants exercisable at 31 December 2001 and 2000 were 8,462,069 and 8,503,405 respectively.

The weighted-average per share fair value of warrants and options on grant date was approximately $2.20
for 2001 and 2000.

With respect to stock options granted to employees, the Company has adopted the disclosure only provisions
of SFAS No 123, “Accounting for Stock-Based Compensation,”, but applies APB Opinion No. 25
“Accounting for Stock Issued to Employees” in accounting for its stock compensation plan. Accordingly, no
compensation costs have been recognised with respect to stock options granted to employees, officers and
directors in 2001 and 2000, except as relating to modificatons made on certain options as noted above and
new options granted to employees, officers and directors during each year. Additional compensation cost that
would have been recognised in accordance with the basis of fair value pursuant to SFAS No. 123 would have
increased the Company’s net loss or 2001 and 2000 by approximately $340,000 and $86,000, respectively.
The method of determing pro forma compensation cost for 2001 and 2000 was based on certain assumptions,
including expected volatility of 5 per cent, a risk free interest rate between 5 per cent. to 6 per cent., expected
life of options of one year and no expected payment of dividends.
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15. STOCK WARRANTS AND OPTIONS (continued)
Stock Options (Continued)

With respect to stock options granted to non-employees, the Company records the appropriate expense as
required by SFAS No. 123. During 2001 and 2000, the Company incurred approximately $0 and $8,846,
respectively of expense as a result of issuing common stock to service providers some of which were issued
below the Company’s fair market value.

Stock issued for services

The Company values stock issued for services at its fair market value at the date of issuance.

16. BUSINESS OPERATIONS

The Company has incurred, during its developmental stage, substantial losses since its inception. While the
Company has received several FDA approvals, the Company has not yet begun mass distribution of these
products. Sales since inception have primarily been to several international customers. Accordingly, the
Company has a limited operating history upon which an evaluation of its future performance and prospects
can be made. The Company’s plan of operation and prospects must be considered in light of the risks,
expenses, difficulties and problems frequently encountered in the establishment of a new business.
Additionally, the Company intends to market its products through corporate partnerships and a network of
carefully selected international distributors. No assurance can be given that the Company will be able to
develop a distribution network or successfully manage such distributors or that existing or future distributors
will be able to sell the Company’s products in a satisfactory manner or in sufficient quantities, or that its sales
and marketing efforts will be successful.

The Company believes that it has available sources of financing to fully develop its technologies into
commercially viable products and services. However, to the extent that funds generated from operations and
existing capital resources are insufficient, the Company will have to raise additional funds. While there can
be no assurance that future equity fundings or other sources of financing will be successful, the Company
believes that the proceeds from a planned stock offering will be sufficient to fund its operations and
anticipated growth for at least the next 12 months following the report date. If adequate funds are not
available, the Company may be required to curtail its operations.

17. DISCONTINUED OPERATIONS

During 1996, the Company adopted a formal plan to sell the Franklin division. On October 15, 1996, the
Company completed the sale of the Franklin division. The assets consisted primarily of inventories and
equipment. The selling price was $1,096,000 in cash. The income statements related to periods prior to 1997
have been restated, and operating results of the Franklin division are shown separately as discontinued
operations.

Net Sales of the Franklin division for the period October 29, 1993 (the purchase date of the Franklin division)
through 31 December 1993 was $97,000 and for the years ended 31 December 1994, 1995, 1996 was
$1,110,000, $1,828,000, $1,718,000, respectively. These amounts are not included in net sales in the
accompanying income statements.

18. SUBSEQUENT EVENTS

On 31 January 2002, the Company borrowed $125,000 each from two shareholders. These loans are
evidenced by convertible secured notes, each of which is due on 1 May 2002. The loans bear interest at an
annual rate of 18 per cent., and are secured by collateral interest (evidenced by mortgages) in real property
owned by the Company’s Chief Executive Officer. The proceeds from these loans were used to pay the entire
balance of a short-term loan from the Company’s commercial bank on that loan’s due date (1 February
2002).

On 15 January 2002, the Company granted 75,000 warrants to an attorney for services performed at $2.00
per share, with an expiration date of 15 January 2007.
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On 2 February 2002, the Company entered into a pharmaceutical marketing contract with an unrelated party
for a period of two years. Under the terms of the contract, the Company will be obligated to pay $264,000
in annual compensation plus $36,000 in annual compensation based upon certain milestones. In addition, the
Company granted approximately 500,000 options at an exercise price of $2.00 per share vesting at various
times and based on certain sales conditions. The contract also calls for certain royalty payments resulting
from net sales in the United States, as defined in the agreement.

On 8 February 2002, the Company’s bank approved a line of credit facility in the amount of $250,000 to be
used from time-to-time for working capital purposes. As of the date of this report, approximately $200,000
was outstanding. The loan is personally guaranteed by the Company’s CEQO.

As a result of a shareholders’ meeting on 5 March, 2002, the following significant items were effected.
1. The name of the corporation was changed to Akers Biosciences, Inc.

2. The number of shares authorised by the Company was increased from 10,000,000 to 15,000,000 shares.
Common shares authorised increased from 50,000,000 to 60,000,000 shares.

3. The number of employee options available increased from 1,150,000 to 4,000,000.

Subsequent to 31 December 2001, the Company offered inducements which afforded the note holders a more
attractive conversion rate than expressed within the notes themselves. As of 18 March 2002, holders of
$950,000 in convertible notes agreed to convert principal and related accrued interest in exchange for
619,222 shares of the Company’s common stock.

During February and March 2002, holders of 1,434,389 of the Company’s warrants agreed to convert these
warrants into 758,573 shares of the Company’s common stock.

On 5 March 2002, an officer/director was granted an employee stock option to purchase 160,000 shares of
Company stock at $2.00 per share, with an expiration date of 4 March 2007.

On 19 March 2002, Milan agreed to convert their Senior Notes Payable (Note 8), the total principal of which
is $1,750,000, along with all accrued interest through the date of the exchange totalling approximately
$2,500,000, for shares of the Company’s common stock.

Subsequent to 31 December 2001, the Company received approximately $165,000 from private, accredited
investors for 99,667 shares of the Company’s common stock.

Yours faithfully

RSM ROBSON RHODES
Chartered Accountants
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PART IV

PRO FORMA STATEMENT OF NET ASSETS

The following unaudited pro-forma statement of combined net assets of the Group has been prepared to show
the effect on the consolidated financial statements of Akers Biosciences, Inc. at 31 December 2001 of the
conversion and Placing as if it had been undertaken at that date. The pro-forma statement has been prepared
for illustrative purposes only and, because of its nature, may not give a true picture of the financial position

of the Group.

Adjustments
Akers
31 December As a result As a result Akers after
2001  of conversion of Placing  adjustments
(Note 1) (Note 2) (Note 3) (Note 4)
$ $ $ $
Current assets
Cash 206,629 - 3,800,000 4,006,629
Accounts receivable, net of allowance for doubtful accounts 60,872 - - 60,872
Inventories 184,931 - - 184,931
Prepaid and other current assets 17,281 - - 17,281
469,713 - 3,800,000 4,269,713
Property and equipment, net 461,026 - - 461,026
Other assets 171,501 - - 171,501
Total Assets 1,102,240 - 3,800,000 4,902,240
Current liabilities
Accounts payable and accrued expenses 1,537,426 - - 1,537,426
Accrued interest payable 960,904 (642,000) - 318,904
Payroll taxes payable 71,910 - - 71,910
Other current liabilities 48,382 - - 48,382
Senior notes payable 1,750,000 (1,750,000) - -
Notes payable, bank 250,000 - - 250,000
Convertible notes payable 1,350,000 (950,000) - 400,000
Current portion of long-term debt 466,894 - - 466,894
Current portion of obligations under capital leases 9,941 - - 9,941
Total current liabilities 6,445,457 (3,342,000) - 3,103,457
Long-term debt
Long-term debt, net of current portion 672,001 - - 672,001
Obligations under capital leases, net of current portion 9,979 - - 9,979
Total long-term debt 681,980 - - 681,980
Stockholders’ deficit
Preferred stock, no par value (Authorised 10,000,000 shares)

Issued and outstanding 0 - - - -
Common stock, no par value (Authorised 50,000,000 shares)

Issued and outstanding 32,219,627* 30,807,934 3,342,000 3,800,000 37,949,934
Deficit accumulated during development stage (36,833,131) - - (36,833,131)
Total stockholders’ equity (6,025,197) 3,342,000 3,800,000 1,116,803
Total liabilities and stockholders’ equity 1,102,240 - 3,800,000 4,902,240
Notes:

1. Extracted without material adjustment from the consolidated balance sheet as at 31 December 2001 of Akers.
2 Conversion of senior notes payable (together with accrued interest) and convertible debt into common stock.
3. Issue of 2,500,000 shares of common stock pursuant to the Placing.

4 No account has been taken of trading or other transactions by Akers since 31 December 2001.

* With reference to column 1.
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The following is the text of a letter received from RSM Robson Rhodes, auditors and reporting accountants

to the Company:

The Directors RSM Robson Rhodes
KBC Peel Hunt Ltd 186 City Road
62 Threadneedle Street London
London EC1V 2NU
EC2R 8HP

The Directors 16 May 2002

Akers Biosciences, Inc.
201 Grove Road
Thorofare

New Jersey

08086

USA

Dear Sirs
Akers Biosciences, Inc. (‘the Company”)

We report on the pro forma statement of net assets set out in Part IV of the Company’s prospectus and
admission document dated 16 May 2002. The pro forma statement of net assets has been prepared, for
illustrative purposes only, to provide information about how the conversion and Placing undertaken by the
Company since 31 December 2001 might have affected the consolidated balance sheet of the Company as at
31 December 2001.

Responsibilities

It is the responsibility solely of the directors of the Company to prepare the pro forma statement of net assets.
It is our responsibility to form an opinion on the pro forma statement of net assets and to report our opinion
to you. We do not accept any responsibility for any reports previously given by us on any financial
information used in the compilation of the pro forma statement of net assets beyond that imposed by
regulation 13(1)(d) of the Public Offers of Securities Regulations 1995.

Basis of opinion

We conducted our work in accordance with the Statements of Investment Circular Reporting Standards and
Bulletin 1998/8 ‘Reporting on pro forma financial information pursuant to the Listing Rules’ issued by the
Auditing Practices Board. Our work, which involved no independent examination of any of the underlying
financial information, consisted primarily of comparing the unadjusted financial information with the source
documents, considering the evidence supporting the adjustments and discussing the pro forma statement of
net assets with the directors of the Company.

Opinion

In our opinion:

(a) the pro forma statement of net assets has been properly compiled on the basis stated;
(b) such basis is consistent with the accounting policies of the Company; and

(c) the adjustments are appropriate for the purposes of the pro forma statement of net assets as disclosed.

Yours faithfully
RSM ROBSON RHODES

Chartered Accountants
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PART V

EXPERT’S REPORT

The Directors The Directors
Akers BioSciences, Inc. Bridgehead Technologies Ltd,
201 Grove Rd Pera Innovation Park
Thorofare Nottingham Road
NJ 08080 Melton Mowbray
USA Leicestershire

LE13 OPB
The Directors
KBC Peel Hunt Ltd
62 Threadneedle Street
London,
EC2R 8HP
16 May 2002
Dear Sirs

Bridgehead Technologies Ltd (“Bridgehead”) is a privately owned company established in 1995. It is a
leading consultancy specialising in the assessment of healthcare companies, projects, products and markets
and assisting in their development. Over the past 5 years Bridgehead has prepared public and private placing
documents for biotechnology, pharmaceutical and life sciences companies. In addition many due diligence
assignments have been successfully completed on behalf of international investors. Bridgehead employs
specialists with knowledge of science, technology, product development, markets and business issues in
medicine and life sciences.

Bridgehead has been instructed by Akers Biosciences, Inc. (“Akers” or “the Company”) to assess and review
certain aspects of its business namely:

. Examine and report upon Akers’ Particle Immuno Filtration Assay (“PIFA”) and Micro-Porous
Catalysed Biosensor (“MPC Biosensor”) technologies, the major products that have been developed for
production and sale using these technologies, and the claims that Akers makes for its technology and
developed products.

. Review and report upon the key merits and competitive position of Akers’ PIFA and MPC Biosensor
technologies.

. Review and report upon the Akers’ research and development programme for its Particle Nucleic Acid
Filtration Assay technology (“PANAFA”) and its use of the results of certain Proteomics Phage Display
Technology.

. Provide an assessment of the market potential for Akers’ PIFA and MPC Biosensor technologies and
of the products developed by Akers using these technologies.

. Review and report upon Akers’ regulatory strategy and the regulatory framework in which the
Company operates.

. Review and comment upon Akers’ commercial strategy for its PIFA and MPC Biosensor technologies
and the potential value to the Company of such technologies.

In preparing this report Bridgehead consultants: have conducted interviews with some of the key Company
staff and officers i.e. the CEQ, directors and senior managers (VP manufacturing, VP business development,
VP international sales and marketing, VP US and UK sales and marketing, VP technical, and VP
immunodiagnostics research and development) and members of the Scientific Advisory Council; made an
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extensive review of the documentation provided by the Company such as project plans and market
projections; and assessed its activities with reference to the proprietary knowledge base possessed by
Bridgehead. In addition, the documentation supplied by the Company has been supplemented by
Bridgehead’s own interviews with external independent experts.

The scope of this report does not address:

. A detailed examination of Akers’ intellectual property, other than that needed to report properly on the
matters set out above.

J An audit or assessment of the Akers’ facilities.

. A review of the Akers’ business and financial business plans.

This report has been prepared with care and due diligence, based upon information provided to Bridgehead
at the time of preparation, which has been verified to the extent indicated above. Changes in circumstances
may render such information invalid at any point hereafter.

1.0 Background to the company

Akers is a biomedical company whose current range of diagnostic screening and testing products is based
around two platform technologies:

. Particle Immuno Filtration Assay, the basis of the majority of Akers’ in vitro rapid diagnostic tests
protected by patents in the US, Japan and certain European countries and marketed under the
HealthTEST® brand name and aimed at the point-of-care medical market.

. MicroPorous Catalysed Biosensor, the basis of the Company’s alcohol breath test.

Using its PIFA technologies, the Company has successfully completed research and development on a large
number of HealthTEST® diagnostic products, has received regulatory clearance from the Food and Drug
Administration (FDA) to market thirteen of these ‘Class II tests’ in the US, and has received approval from
the United States Department of Transportation (US DOT) for its alcohol breath test.

Bridgehead understands that Akers’ strategy is to develop specific diagnostic, screening and testing products
using its technologies on a paid basis via strategic partners or to develop the tests itself where it considers
there is a compelling market opportunity.

Akers’ research and development programme involves two further platform technologies: Particle Nucleic
Acid Filtration Assay, a rapid DNA/RNA assay and Phage Display Technology, which represents a rapid
novel diagnostic development tool.

In order to differentiate itself from the major diagnostic companies in the rapid in-vitro diagnostics market,
Akers has identified, and is targeting its technologies and products towards, three specific areas:

. Disease specific diagnostics targeted at diseases which lend themselves to rapid diagnosis by the
physician or consumer.

. Diagnostics to help patients and pharmaceutical companies to manage problems associated with
existing drug therapy.

. Diagnostic tools to assist pharmaceutical companies in product development.

2.0 Technology overview

2.1 Particle Immuno Filtration Assay

Antibodies are proteins generated by cells of the immune system in the blood of animals when a foreign
molecule (antigen) is introduced into the body. Such antibodies are highly specific, as their development is
based on the specific three-dimensional structure of an antigen, or analyte. Thus antibodies will only bind to
the specific antigen against which they were originally developed and represent ideal assay reagents to detect
and monitor specific target molecules, once they have been purified from the blood. Inmunoassays are used
to demonstrate when antigen/antibody binding has occurred.
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Several detection systems are available to demonstrate that an antigen antibody interaction has taken place
within an immunoassay. The antibodies (or in some cases the antigen) can be labelled with tags such as
fluorescent or enzymatic markers or dyed latex particles. In a direct immunoassay, the primary antibody
reagent is labelled, whilst in indirect immunoassays, a secondary antibody, usually produced by a goat or a
rabbit against human immunoglobulins, carries the label and binds to the primary antibody-antigen complex.
When a secondary antibody is used, the initial immune reaction between the primary antibody and the target
antigen is amplified, producing a more readily detectable signal.

Bridgehead considers that Akers’ PIFA technology platform represents an immunoassay with a very efficient
detection system. It is based on the use of polystyrene microparticles, which directly demonstrate, in the test
result, that an antigen antibody interaction has occurred. This is compared with competitor immunoassays
which, generally rely on a secondary reaction such as visualisation of fluorescent labelled antibody or
antigen to indicate that interaction has occurred. The direct visualisation of results in the PIFA system is
illustrated in Figure 1 below.

Figure 1. Direct visualisation of results in the PIFA system

The test involves combining sample (blood serum, urine, or
saliva) with a reagent, which consists of microparticles
coated with antibody (or antigen). The sample is then
incubated for one minute to allow the reagent to react with
the test sample. If the sample contains the specific antigen
the particle bound antibody binds to it, crosslinking the
microparticles and forming a matrix. If the test sample does
not contain the specific antigen there is no binding or matrix
formation leaving the particles in a monodispersed state.

To demonstrate if antigen-antibody binding has occurred the
sample is introduced into a device containing a membrane
system designed to separate crosslinked particle from
monodispersed particles. The membrane system is a
composite of several membranes laminated together,
combining controlled pore size and liquid flow dynamic
properties. Positive samples react to cross linked
microparticles and form a matrix which cannot penetrate the
controlled pore membranes and do not migrate through the
inner membrane layers.

This results in an absence of colour at the end of the device,
with colour only being visible in the first viewing window of
the membrane device.

Negative samples do not cross link the microparticles, which are able to pass through the controlled pore
membrane and into successive membrane layers, where they become visible through a second viewing
window in the device, as illustrated in the diagram.

The PIFA platform also delivers equivalent or better sensitivity than competitor systems as illustrated by the
sensitivities, specificities and agreement with the standard laboratory based ELISA, (Enzyme Linked
Immunosorbent Assay) or latex agglutination results. This is illustrated below for several Akers’ diagnostics.

Agreement
Akers’ test Sensitivity Specificity with standard
HIV 1+2 assay 100% 98.6% 98.3% (ELISA/Western blot)
HbsAg assay 100% 98.6% 99.2% (ELISA)
CMV assay 100% 99.2% 99.6% (Latex)
Infectious mononucleosis assay 99% 98.3% 98.6% (Latex)
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Test formats

Akers has developed its products in multiple formats, i.e.:

. Whole blood assay, comprising a device which separates blood serum from cells and reacts the serum
with a reagent released from an ampoule. The result is produced a through the interaction of this
reagent with a series of membranes.

. Urine assay, which consists of a single component that combines a reagent sealed in an ampoule with
a membrane filtration device.

. Blood serum/urine assay, which consists of two components that analyse blood serum or urine. The first
component is a plastic pipette containing a reagent sealed in an ampoule; the second component is a
membrane filtration device packaged in a strip format.

. Blood grouping and typing cards which are single component devices used in the analysis of blood
groups in whole blood. This card consists of a series of membranes impregnated with dried reagent.

Akers has already developed a number of tests based on PIFA technology and certain of these have been
commercialised. The status of Akers” PIFA tests is as follows:

. Tests which have been developed and are currently being sold through partners include: HIV, Hepatitis
B, Syphilis, Malaria, Dengue fever, Chagas disease, Chlamydia, a diagnostic for Prostate Specific
Antigen (PSA) and a rapid blood typing test.

. Tests which have been developed and are in stages of commercialisation include: Cytomegalovirus;
Gonorrhoea; Helicobacter pylori; Hepatitis C; Hepatitis/ HIV combo; Infectious Mononucleosis; Lyme
Disease; a test for human papillomavirus (HPV16/18); tests for Haemoglobin AIC and
microalbuminuria in Diabetes; tests for parasites such as Candida albicans, Echinoccus granulosis and
Entamoeba histolytica; white blood cell count (WBC), absolute neutrophil count (ANC), blood
grouping tests including reverse grouping and rare antigens; biological warfare agents; and rheumatoid
arthritis.

. Tests which are in development include those for Hepatitis A; Herpes; CD4 cell count; CDS cell count;
blood transfusion match/screen; homocysteine; bovine spongiform encephalopathy (BSE, mad cow
disease), breast cancer marker; colorectal cancer marker; continuous monitoring for biological warfare
agents; cardiac attack.

2.2 Micro-Porous Catalysed Biosensor

MPC Biosensor is the brand name Akers has given to technology consisting of micro-particles coated so as
to detect biomarkers in breath condensate. The micro particles are contained in an ampoule, itself held in a
small disposable tube. When the glass ampoule is broken and the tube blown through, the colour of the
micro-particles changes as a result of a catalysed reaction. The colour change is proportional to the amount
of alcohol in the breath condensate. Akers has developed test kits using this MPC Biosensor technology for
alcohol, asthma and ketosis (for diabetes). The future research and development focus of the MPC Biosensor
technology is expected to be based on the detection of respiratory diseases.

2.3 Particle Nucleic Acid Filtration Assay

Akers’ PANAFA technology is a platform for future use in diagnostic tests based on nucleic acids (DNA and
RNA). It will be used to detect DNA sequences in fluid through a microparticle matrixing method similar to
that used in the PIFA technology. The project is in early stage development with basic proof of concept
experiments successfully completed. The detection system for PANAFA will be based on a
chemiluminescent system dependent on interaction of oxaloesters, fluorescers and activators. This is a robust
and common system proven in a number of other research applications.

The principle behind the PANAFA test is to coat microparticles, incorporating part of the detection system,
with a specific DNA strand complementary to the DNA sequence being tested for. Single stranded DNA is
extracted from the sample and introduced to the test system. Any recombined double stranded DNA would
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be detected by application of antibodies against double stranded DNA in a similar flow system to the PIFA
technology platform. As in the PIFA system, a positive result would be the absence of chemiluminescence
in the read out window.

The technology has been proven with synthetic complementary DNA strand pairs, but not with a ‘test’
system representing a pathogen or target gene. The PANAFA technology development is expected to be
completed by Quarter 4, 2002 after which, disease specific product development and clinical trials are
planned.

2.4 Proteomics Phage Display Technology

Proteomics Phage Display Technology enhances the Company’s PIFA technology platform by providing a
source of synthetic antibodies or antibody like molecules. To develop this approach Akers contracts with
LigoCyte Pharmaceuticals, Inc. (“Ligocyte”) for use of its phage display technology in diagnostics
development for specific target antigens. Application of the technology produces a range of peptide
sequences with specific binding sites on the target antigen. The process is rapid and requires no animal
immunisation schedule, as required for antibody production. The phage library contains 10® separate phage
types and represents a broad binding repertoire, roughly equivalent to antibody systems.

Bridgehead understands that the collaboration with LigoCyte has already produced a peptide sequence, a
synthetic biomimetic antigen equivalent for detection of anti-D antibodies (also known as anti-Rhesus
antibodies) in serum. These synthetic antigens will be used in blood typing. This peptide may represent the
first synthetic antigen capable of detecting anti-D antibodies in human serum and patent applications are to
be filed to protect the sequences. This project was undertaken in collaboration with DiaMed and will be used
as part of future developments in rapid blood typing.

Bridgehead agrees with Akers’” and LigoCyte’s assessment that the rapid and successful development of the
synthetic D antigen provides effective validation of the approach and demonstrates the possibilities held by
the phage library, as a platform for future development. In Bridgehead’s opinion this platform represents a
significant potential source of novel synthetic antibodies and antigens for Akers’ development of diagnostic
tests in future. Other Akers’ research and development projects based on this platform include the detection
of Hepatitis C, BSE, the early detection of cardiovascular disease (via a marker homocysteine), autoimmune
disease prognosis (detection of markers such as CRP and P III NP in rheumatoid arthritis) and further blood
transfusion targets.

2.5 Technology merits

Bridgehead considers that each technology platform offers a number of merits as detailed below.

PIFA

. The ability to develop a new diagnostic screen or test within six to eight weeks, excluding the time
required to undertake clinical trials for the approval of such tests.

. Test results which are as accurate as full laboratory testing, e.g. ELISA, as exemplified by independent
clinical trials.

. No requirement for expensive laboratory equipment.

. PIFA technology is unique compared with competing technologies, which are based on
chromatographic or flow through methods. The main problem with both chromatographic or flow
through methods is the difficulty in maintaining the quality of the nitrocellulose membranes on which
they are based. This makes it is difficult to control the flow rates precisely. If the material flows through
the membrane too fast the sensitivity may be reduced and if the flow is too slow specificity becomes a
problem. The result is that diagnostic tests using chromatographic or flow through methods are difficult
to manufacture. The advantage of PIFA is that the antigen or antibody is absorbed on to microparticles
rather than on to filters, which eliminates the problems mentioned above.
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. PIFA technology uses the best commercially available antibodies for each of Akers’ chosen market
sectors. Akers’ technical data highlights that the antibodies used are both highly sensitive and highly
specific, ensuring that the Akers’ tests are in the top quartile for specificity and sensitivity. This reduces
the likelihood of false positive and negative results to a minimum.

. The PIFA system is designed to give a clear-cut yes or no answer, which can easily be visualised within
the test windows of the PIFA strip/cartridge by the definitive absence or presence of colour appearing
over the course of a test. Akers’ PIFA tests therefore have an advantage over other commonly used
immunoassays, such as slide agglutination or membrane enzyme immunoassays in the clarity of the
results that they present. Slide agglutination or membrane enzyme immunoassay techniques rely more
on the judgement of the user in the determination of a positive or negative result, i.e. whether a sample
has agglutinated or a suitable colour change has occurred.

. The PIFA system appears suitable for the development of multi-analyte tests.

. The PIFA system appears at the top-end of the spectrum when compared to competing systems in terms
of the time taken to perform the test.

. In comparison with other tests on the market, the PIFA system appears very straightforward, as it relies
only on the application of a sample to the test membrane and then it can be left until the result is
visualised. Pipettes are supplied to mix the sample with the reagents before application to the test strip
as required, and no additional reagents are needed. This combined with the good clarity of results
should eliminate most user error and the need for trained technicians.

. The PIFA system allows results to be read at any time after the test has taken place and may allow them
to be used as a long term record system.

. The PIFA system is stable at temperatures up to 52°C, not requiring refrigerated storage prior to use as

is the case with many of competing tests.

PANAFA
*  The PANAFA technology platform gives Akers a foothold in the DNA diagnostics area.

. The PANAFA platform is low cost, rapid and broadly applicable.

Proteomics Phage Display

*  Proteomics Phage Display technology potentially offers a route to novel, specific, synthetic antibodies
and antigens in a fraction of the time normally taken for their development.

. Use of the results from Proteomics Phage Display technology provides a platform, which can support
further development of PIFA based diagnostic tests.

. Proteomics Phage Display technology should improve Akers’ competitive position in diagnostics.

MPC Biosensor

. MPC Biosensor is a rapid, low cost diagnostic technology, which is demonstrably applicable to a broad
range of analytes in breath, e.g. alcohol, ketones.

. The MPC Biosensor is the only non-instrument based diagnostic for alcohol approved by the US DOT.

2.6 Technology risks

PIFA

Bridgehead believes that there are relatively few risks associated with the PIFA technology. The only
apparent limitation of the PIFA technology appears to be the lack of an amplification step in the detection
process. However, this should not limit commercial potential as the sensitivity of the PIFA technology is
sufficient to allow its use in the majority of applications targeted by Akers.
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Akers’ technology competes with technologies being developed by rapid diagnostic testing companies, as
well as traditional diagnostic test manufacturers and commercial reference laboratories. The competitive
nature of the this market means that there is a risk that technically superior, more cost effective test formats
may be developed in the future.

PANAFA

The PANAFA technology platform is currently only at the proof of concept stage, and may suffer from its
requirement for removal of DNA quickly from a sample. However this is a constraint common to a number
of DNA based diagnostic tests and a number of companies are working toward resolution of this problem.
The lack of an amplification step may limit the application of PANAFA, particularly in instances where very
high sensitivity levels are needed.

Proteomics Phage Display technology

There are a number of other companies and technologies offering the same potential as LigoCyte’s
Proteomics Phage Display technology. In addition the development of this technology is conducted by
LigoCyte and therefore not under Akers’ direct control.

MPC Biosensor

MPC Biosensor technology is limited in the number and types of biomarker, which it can detect in breath
and its sensitivity is limited as it is based on a catalysed reaction.

3.0 Market overview

3.1 Market approach

Akers’ market approach is based on the interaction of the advantages offered by the Company’s technology
platforms; the principle of using strategic alliances and the focus on specific market sectors.

Akers target market sectors comprise:

. Physicians office laboratory (POL)/point of care (POC) tests, mainly in industrialised countries
including the US, UK and Europe.

. Over the counter (OTC) tests for self testing, mainly in industrialised countries.

. Provision of “theranostic” services to pharmaceutical and biotechnology companies, monitoring effects
of or availability of their drugs within patients.

. Disease management packages including diagnostics, preventative products and generic drugs to
healthcare purchasers, generally in developing countries.

. Specific applications in military and government areas, where work tends to be on a paid development
basis.

Akers is developing strong strategic alliances and joint ventures with established companies that have, or are
developing, effective distribution channels in the target market sectors. These alliances, which are illustrated
in Table 1 below, tend to be developed on a geographical basis meaning that the Company can promote
success and reduce its level of risk by requiring that each strategic partner:

. Deals with local regulatory issues;

e Identifies new products required in their territory, which Akers can rapidly develop as a result of their
platform technology; and

. Provides local market intelligence information to the Company.
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Table 1. Products with significant contribution to Akers’ revenue generation in 2002/2003

Project and market focus

US

WBC and ANC test

Prostate specific antigen (PSA)

STD panel — Gonorrhoea and
Chlamydia differential test

Alcohol breath test

Europe
OTC products

Blood typing cards. Bedside blood test
Alcohol breath test

Latin America, Indonesia, Vietnam
Infectious disease diagnostics

Africa

Infectious disease diagnostics

Asia

Infectious disease diagnostics

Aid organisations

Military and government
Biological warfare US

Matchscreen

Strategic partner

ReliaLAB*
Med-Site*

Med-Site
WNCK

Boots
DiaMed*
Novovir

MedPharm*

Colebrand*, GeneLabs*

MedPharm*, Malaysian
pharmaceutical company

Colebrand*, Defense Group*

Med-Site, Direct

Key: * Denotes Agreement already in place with strategic partner.

3.2 Potential markets for Akers’ products

Technology

PIFA
PIFA

PIFA
MPC Biosensor

PIFA
PIFA
MPC Biosensor

PIFA
PIFA
PIFA

PIFA

PIFA
PIFA

Bridgehead has considered the diagnostic test; the stage of development; the regulatory position; the
potential market; and the competitive situation, only with reference to those products which Akers has put
forward as being important to revenue generation in 2002/2003. We report as follows in Table 2:

Table 2. Akers’ market potential

Test

Diagnostic for white
blood cell (WBC) and
absolute neutrophil
count (ANC) for
patients at risk of
leucopoenia.

Stage of

of product development
Technology established
and prototype
developed.

WBC and ANC tests in
clinical trials. Launch
targeted for Q4 2002.

Regulatory

position

Agreement reached
with FDA on
requirements for Class
I 510K submission.
Approval expected by
Q3 2002.

Potential market

Patients at risk of drug
induced leucopenia
(reduction in white
blood cell numbers)
e.g. schizophrenics
treated with clozapine
(150,000 worldwide;
resulting in over 7
million tests p.a.)

Competitive position

No comparative tests
identified.

Bridgehead comment

High unmet need, no rapid
test available; current tests
are laboratory based, with
high patient compliance
required for venepuncture
(venous blood sampling) and
return visit. Use of Akers’
test offers profit opportunity
for US doctors.

Launch date aggressive but
achievable.

Prostate Specific
Antigen (PSA).

Fully developed. First
orders for this product
are expected in late
2002.

Agreement in place
with Med-Site for
marketing and
distribution in the US.

Clinical studies in 6000
patient samples
beginning in Q2 2002,
and expected to take 6
months to complete.
510K approval and
launch targeted for Q2
2003.

Approx. 7-12 million
tests p.a. for PSA
carried out in the US
alone.

No market data
provided for the rest of
the world.
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A few companies e.g.
Chembio, JN International
Inc. and Princeton
Biomedtech produce rapid
tests, which are not yet
cleared by the FDA. These
companies do not appear to
be marketing in the US.

High unmet need, no rapid
test available; current PSA
tests are laboratory based,
requiring venepuncture and
patient return.

Akers test offers single
doctor visit and profit
opportunity for US doctors.
Albeit that excellent market
research data has been
received this is a new type
of activity for Med-Site and
the effectiveness of the
approach is unproven.



Table 2. Akers’ market potential

Test
Alcohol Breath Test.

Stage of

of product development
Fully developed;
already sold in the US
and Europe.

Regulatory

position

Test is accredited by
US DOT.

Potential market

Very large, but country
specific e.g. there are 8
million transport
workers in the US, who
currently require
regular tests. OTC
opportunities are
possible but are under
exploited currently.

In the US in 2001 OTC
sales of alcohol breath
test kits were 249,091
showing a 97.2 per
cent. increase over
2000.

Competitive position

Other rapid tests and
instrument based testing
systems are available. Akers
test is cheaper than the
competing rapid tests, and
more easily interpreted.

s

Bridgehead comment

Country specific
opportunities exist e.g. in the
US, Akers’ test is the only
non instrument based test to
have received accreditation
from the US DOT and is
likely to be used for
mandated testing of
transportation workers.
There is also potential for
OTC supply and distribution
agreements for this already
exist in Canada and
Germany.

HIV test targeted at
developing countries.
Not intended for sale in
the US because of
patent restrictions.

Akers’ HIV serum
based test is already
launched and sold in
the developing world.

The newly developed
whole blood test is
currently undergoing
field trials.

Approval gained in
Kenya, Nigeria, Saudi
Arabia, Ecuador, and
Indonesia.

Akers is contracting out

future evaluation of the
whole blood HIV, and
Hepatitis B and C tests
to the WHO
collaborating centre in
Antwerp.

Large budgets for
testing and control of
infectious diseases in
the developing world
e.g. $500million in
Zambia for HIV and
STDs, $115million in
Nigeria for HIV.

Opportunities for
‘bundling’ ranges of
diagnostic and
therapeutic products.

Sales of rapid HIV tests

are approximately
$50m p.a. representing
approximately 25
million tests.

Over 70 rapid tests are
available in this competitive
fragmented market. Several
companies from India and
China produce lower cost
tests (may not be GMP
compliant). Competitors
include Trinity Biotech,
Abbott, Chembio, Bionor,
Savyon, Genelabs, Orgenics,
Orasure Bio-Rad
Laboratories, Hepatika
Laboratories. Purchase
decision rests on knowledge
of local markets and
collaborations with effective
distributors, as much as test
performance.

Unmet need for rapid tests
in developing countries, with
low availability of laboratory
facilities, high risk and
incidence of disease. Akers’
test is appropriate to this
market as it is easy to use
and interpret, has high
sensitivity (in the top
quartile of the rapid tests in
this sector), does not require
return patient visit, and can
be carried out by non-
professionals anywhere. The
improved sensitivity of PIFA
may offer USP over existing
tests, but may encounter
severe competition on the
basis of price for high
volume tender business.

Dengue fever, Malaria
tests, targeted at
developing countries.

PIFA based tests have
been developed and are
being sold through
strategic partners in the
developing world.

Malaria and Dengue
fever are cleared in
Ecuador.

Malaria is cleared in
Indonesia

Large budgets for
testing and control of

infectious disease in the

developing world.
Opportunities for
‘bundling’ ranges of
diagnostic and
therapeutic products.

Fragmented market with
many competitors of varying
size, quality of product,
regulatory compliance and
distribution networks. Rapid
tests available from Abbott,
JN International, Trinity
Biotech, Becton Dickinson
(US), Binax, Cortez
Diagnostics, AnyTestKits,
Makro Medical (S. Africa),
Cape Biotech (S. Africa),
Kat Medical (S. Africa),
Durviz (Spain), Genix
Technology, Healthcare
Technologies, AVCI
Medikal, Calbiotech,
Accudx, Panbio (Australia),
Princeton Biomedtech,
Ameritek USA, Casil Health
Products (India), Genix
Technology, Cima Scientific
(US).

As for HIV rapid test.

STD Panel

A urine based
differential test, which
distinguishes between
Chlamydia and
Gonorrhoea, which
have similar symptoms.

Feasibility study
satisfactorily
completed.
Development on this
project is on hold until
funds become available
from the offering.

Class II 510K approval
targeted for Q2 2002.

There is potentially a
large market for this
product in both the
industrialised and
developing world.

Several companies are
developing rapid tests, but
these are based on invasive
genital specimens for
Chlamydia. No other
company identified with a
rapid urine based test for
Chlamydia, which has
equivalent sensitivity and
specificity to that of Akers.

High unmet need, as current
tests are laboratory based
requiring invasive genital
specimens and patient return
for the Chlamydia
component of the test.

Good market fit, as the
Akers’ test can be cheaper
than current tests, and can be
performed by non-
professionals.

This may be the next
diagnostic to be developed
with Med-Site, but in the
absence of a defined partner
this project may be delayed
or abandoned.
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Table 2. Akers’ market potential (continued)

Stage of Regulatory

Test of product development position Potential market
Other STD Tests Akers has developed Chlamydia, Gonorrhoea There is potentially a
Single test kits for tests for Chlamydia, and Syphilis tests have large market for these
Chlamydia, Gonorrhoea, and Ministry of Health tests in both the
Gonorrhoea, and Syphilis, which it is clearance in Ecuador.  industrialised and
Syphilis. selling through partners Chlamydia and developing world.

in the developing
world.

Approximately 16
million STD tests are
carried out p.a. in
industrialised countries
and 310 million tests
p.a. in developing
countries.

Gonorrhoea tests have
clearance in Indonesia
and the Syphilis test
has clearance in the
Republic of Georgia.

Akers is currently
involved in a World
Bank tender to supply
Syphilis test Kits to
Kenya.

Competitive position
Several companies are
developing rapid tests for
Chlamydia, though none
offer a urine based test with
equivalent sensitivity.

The Syphilis test market is
fragmented with many
competitors of varying size,
quality of product,
regulatory compliance and
distribution networks.

Bridgehead comment

Current Chlamydia tests are
laboratory based requiring
invasive genital specimens
and patient return. Good
market fit as the Akers’ tests
are cheaper than current
tests, and can be performed
by non-professionals.

In addition to sales in the
developing world through
strategic partners the
Chlamydia test may be
marketed as an OTC test by
a UK retail pharmacy.

16 million blood
transfusions p.a. in the
EU. Bridgehead
understands that EU
Directive demands
confirmation of match
between patient and
donor blood
immediately prior to
transfusion. Further
opportunities may exist
outside Europe.

Blood typing card.

A bedside blood
transfusion product
testing for A, B and D
blood group antigens.

The product is
developed for bedside
confirmation of patient
and donor blood types.
Launch is planned for
April 2002 initially in
Germany.

Akers’ partner DiaMed
has completed clinical
testing, and prepared
and submitted a dossier
to the relevant EU
authority for approval
of the card as an in

The blood typing card vitro diagnostic.

may be developed as an
OTC product for a UK
retail pharmacy.

EU approval is
expected Q2 2002.

Akers does not intend
to market this product
in the US.

No rapid tests identified for
bedside use in blood
transfusion.

High unmet need, as there
are no current rapid tests.
Current methodologies
require high skill levels for
execution and interpretation,
and are usually laboratory
based. Akers’ kits are easy to
use and interpret, can be
carried out at bedside, have
high sensitivity, and can be
kept as permanent records.
This potentially opens up a
further market in the OTC
area.

Match-screen. PIFA based test already

developed.

Product currently in
clinical trials for field
blood bank
applications. Trials are
due to be completed
end May 2002.

Military driven
programme for the
provision of ‘field
transfusion’ services.
Market dependent on
military strategy with
potential emergency
service applications.

Rapid blood typing and
identification of blood
borne pathogens to
allow ‘field transfusion’
for military personnel.

No comparative tests
identified. High unmet need,
as there is no existing rapid
typing and screening
technology for field use.
Current blood substitute
products do not meet clinical
needs.

Good fit with market
requirements.

PIFA based tests
currently in
development.

Device for one step
detection and
confirmation of
biological warfare
agents

N/A as products for
specific applications
not yet developed.

Several national (US)
defence and civilian
programmes for
development of
surveillance test
systems. Opportunities
for high volume supply
of tests once accepted.

Idaho Technologies and
LigoCyte produce equivalent
products. Sales are
dependent on contracts and
associations with
government organisations
and officials. Western
military agency has already
endorsed Akers’ technology
(PIFA) as a potential
platform for this type of test.

Existing rapid detection
systems are relatively
insensitive, confirmatory
analyses are time consuming
and need laboratory
facilities.

Good market fit — sensitive
system, potential ability for
screening and confirmation
in single step. Rapid
development of new tests for
novel agents possible.

3.2.1 Akers’ POL, POC and OTC products in the industrialised world

Akers’ products in the industrialised world are focused on physicians office laboratory point of care
tests, over the counter tests for self testing, and provision of “theranostic” services to pharmaceutical
and biotechnology companies, monitoring effects of or availability of their drugs within patients.

These markets represent significant opportunities for Akers, for example, the OTC diagnostics market
in Europe was estimated at $581.5million in 1999 rising to $818.9 million in 2002, with opportunities
varying by country. The market is not clearly established but is subject to high growth. Current rapid
tests exist, although sensitivity may be limited and interpretation difficult, compared with the Akers’
test, which potentially could be offered at lower cost than current rapid formats. In 1992 the US self
test market was $750 million and it is expected to increase to $2.82 billion by the end of 2002.

In this OTC area Bridgehead understands that Boots the Chemists plc (‘Boots’) has looked at other
technologies and concluded that the Akers’ technology is superior, and the one that they would like
identified with the Boots brand. They have identified an initial range of four products, which they
intend to market. Akers anticipates that the kits for Boots can be ready for launch in around 3 months
and believes that there will be no significant regulatory hurdles to overcome for these OTC tests in the
UK. As described in Section 4, the regulatory process for such products is relatively straightforward,
requiring the product to be CE marked and needing the submission of a relatively small dossier
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covering in vitro trials, demonstrating the product’s sensitivity and specificity and on quality control
aspects.

Bridgehead considers that if the alliance goes ahead this could be a significant partnership based on a
sound business model — a comprehensive healthcare delivery system of rapid testing, clinical treatment,
and pharmaceutical dispensing. The key risk is that Boots does not proceed with the collaboration, as
the deal is not yet finalised.

3.2.2 Akers’ products in the developing world

Currently significant sales accrue from the developing world and Bridgehead understands that these
will form the basis of volume sales in the short term, whilst higher margin products and alliances are
being developed. In the majority of markets in the developing world strategic alliances, and the access
these provide to the relevant decision makers are, in the opinion of Bridgehead, as important or
potentially more important than the quality of the tests, provided they reach the required criteria in
terms of sensitivity, cost, ease of use and reliability, which Akers’ tests do.

Akers has several strategic partners in the developing world including:

. MedPharm, a generic pharmaceutical company with active sales and marketing organisations in
developing countries, specialising in selling to aid organisations (e.g., World Bank, World Health
Organization, US Agency for International Development, Department for International
Development (UK)), or programmes funded by these organisations. The company covers Latin
America, Vietnam, the Philippines, and Indonesia for Akers, having the advantage of significant
contacts within government and industry in these territories and the ability to take numerous high
level meetings. With MedPharm, Akers is anticipating purchase orders in Ecuador covering $1.5
million for diagnostics for HIV, Dengue fever and Hepatitis B; the Philippines, covering $200K
worth of diagnostics for HIV, Hepatitis B and Syphilis; and further orders in Vietnam and
Indonesia.

. Colebrand, a multinational conglomerate with businesses in the defence, engineering, and
medical fields, which is currently focusing on aid organisation programmes in several countries
in Africa that tie in Colebrand’s defence business with Akers’ products and knowledge of the aid
business. Bridgehead understands that Akers’ strategy is to sell programmes of prevention,
diagnosis, and treatment (prophylactics, HealthTESTs, and generic drugs). The test countries for
this approach are Nigeria, Zambia and Egypt. Nigeria and Zambia already have $115million and
$500million in funds targeted for HIV and STD control. Egypt receives $200million per year in
healthcare funding from USAID. In addition, Colebrand has initiated a joint venture with a large
Malyasian pharmaceutical firm to manufacture and distribute Akers’ products in the Far East. This
venture, expected to be agreed by June, 2002, is based on giving the company exclusive rights to
specific Akers’ products in many countries in Asia, and includes up front licensing fees.

. Genelabs (Kenya), an established distributor of diagnostic products in Kenya, Uganda, and
Tanzania with a track record of business with the governments of these countries and aid
organisations. With Genelabs, Akers is currently waiting to hear the results of a government tender
in Kenya, which covers sales of 300 million condoms, 2 million of Akers’ tests for HIV and 1
million Syphilis tests. Bridgehead understands that Genelabs has recently been advised by the
tender board that they have been selected to fulfil this contract.

3.2.3 Akers’ products in the military area

Akers’ approach in this market is to work with the military in appropriate contracted research and
development followed by supply contracts for developed products. Akers’ VP of strategic and military
sales has a background in sales, and specific experience in selling to military and state procurement
bodies, promoting understanding of the need for rapid epidemic and endemic disease screening for the
military’s own personnel as well for any field of operation. A well respected research organisation,
which is associated with a major western defence agency, provided the first validation of Akers” HIV
screen. In its supporting letter it was very specific in its appreciation of the novelty of Akers’
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technology and that it was a platform with potentially wide application. Military customers also need
field applicable identifiers for biological warfare agents and Bridgehead understands that Akers’
biological warfare agent detector scored highly in a recent evaluation with a major Western
government.

In this market sector Akers collaborates with partners, such as Battelle, in tender bids with
governmental organisations. Bridgehead considers that if, as seems likely, even just one or two of the
potential contracts are fulfilled, they will make a significant contribution to Akers’ future revenues. One
example is a project to develop a test system capable of detecting biological agents for which a tender
has been submitted with Battelle. It is anticipated that three companies will be awarded parts of this
contract, with at least one small business being included. Bridgehead understands that Akers feels itself
well positioned for a successful outcome.

In addition, Akers’ products have been approved and accepted into the catalogues of the US
Government Supply Agency (GSA) and Veterans Administration (VA) which allows them to sell into
state and government facilities directly on a ‘non-compete’ basis. Akers also has a collaboration with

Colebrand in the biological warfare area.

3.3 Risks to Akers’ commercialisation plans

Bridgehead considers that Akers will face certain risks in the realisation of its commercialisation plans.
These are illustrated in Table 3, along with details of the steps that the Company is taking or has already

taken, to mitigate these risks.

Table 3. Risks to Akers’ commercialisation plan
Risk

Technical

The rapid diagnostics market is a very competitive

area with numerous companies developing kits
within Akers’ chosen market niches.

The antibody component of Akers’ PIFA tests is
specificity critical. Akers risks being overtaken by
companies which have antibodies with higher
specificites produced by antibody engineering.
Akers may encounter problems in the scale up of its
currently successful prototypes of whole blood test
kits such as that being developed for HIV.
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Mitigation

The PIFA technology platform offers unique
advantages over competitors’ diagnostic Kkits.

Akers has the potential to buy in improved,
engineered antibodies or develop its own through its
proteomics phage display technology.

Akers is already well progressed along the
development track and has already been successful
with this format.



Table 3. Risks to Akers’ commercialisation plan (continued)

Risk

Regulatory

None of the products to be launched in the US, and
which are forecast to contribute significantly to
Akers’ overall revenues in 2002/2003, yet have full
FDA approval.

The inability to gain waived classification under
CLIA’88 for any new product may adversely impact
Akers’ ability to commercialise products
successfully in future.

Some of Akers’ revenue will be dependant on
physicians being reimbursed the cost of the
diagnostic tests which they use, e.g. WBC/ANC test
and the PSA diagnostic test, and Akers will need to
be certain that this reimbursement will be effective.

In some markets there is potential for Akers’ patents
to be ignored or for companies to find routes around
the Company’s patent claims.

Some of Akers’ products for the European market
may fail to gain approval under the terms of the EU
IVD Directive.

Commercial

One of the key features of Akers’ approach is the
Company’s focus on developing strategic alliances
and placing the onus on the strategic partner to
develop the regulatory, clinical and marketing
strategy. Whilst Bridgehead agrees that this
approach ensures that the strategic partner bears
most of the risk it does mean that future sales of
Akers’ kits are dependant on the quality of the
partners approach to the market.

Test kits in the infectious disease rapid diagnostic
market risk becoming commodity products as more
players bring improved kits on to the market. In
addition, where the marketplace is represented by
third world areas such as Africa and parts of Asia,
there is an increasing requirement or low cost tests.

Much of Akers’ revenue is projected to come from
markets, which the Akers’ products have not yet
entered and several of Akers’ product lines are
projected to increase in value by 50 per cent. in the
time period 2002 to 2003.

3.4 Market potential — conclusion

Mitigation

Akers is currently in correspondence with the FDA,
which has already briefed the Company on the
defined regulatory path, which is required for the
products to fall within the lowest risk category.

In Bridgehead’s opinion CLIA waived classification
is likely for all planned PIFA based products, since
competitors’ products with greater complexity have
already been given waived status.

Akers already has HCFA numbers for PSA and
WBC tests, which means that they will be
reimbursed.

Bridgehead considers that Akers has significant
technical expertise in house, which is important in
the development of new diagnostic kits. Other
companies attempting to ‘copy’ the Akers’ approach
would not be party to such expertise.

In general Akers relies on the expertise of its local
partners to gain the required approval within Europe.

Bridgehead considers that Akers has demonstrated
careful choice and effective management of its
strategic partners.

Akers is one of the lowest cost providers of
diagnostic test kits, often producing kits at
significantly lower cost than current competitors.

Bridgehead considers that there are sufficient
contracts in Akers’ pipeline to ensure that targets
will be met even if only a small proportion of these
contracts are successful.

Akers has provided Bridgehead with revenue projections for 2002/2003. These indicate the sales expected
from specific products marketed by Akers’ identified strategic partners. It is important to note that in its
revenue projections, Akers’ discounts the value of sales, which are not already booked, by at least 75 per
cent. to provide a conservative projection reflecting any associated uncertainty. However, significant
revenues are expected for government or military contracts, where a positive or negative outcome means that
sales of several $millions are either added or lost from the projections.



In Bridgehead’s opinion, given the associations, which Akers’ already has with significant strategic partners
and government and military contacts, the Company’s projected sales should be readily achievable.

4.0 Regulatory status and plans

Akers’ products are classified as In Vitro Diagnostics (IVDs) and Bridgehead considers that Akers has
applied an effective regulatory strategy, which is relevant to the variety of countries and markets in which its
products are sold.

In Europe, regulation of diagnostic products is governed by the In Vitro Diagnostics Directive, although this
is not incorporated into national laws in exactly similar wording in each country. The IVD Directive, which
categorises products according to their risk to public health, covers a system of CE marking for
manufacturers of diagnostic reagents and laboratory instruments.

CE marking began in June 2000 and will be mandatory from December 2003. IVDs, which conform to
current national legislation, may still be marketed until 2003 and put into service for a further two years.
Essential requirements and conformity assessments are set down for [IVDs and member states are setting up
vigilance systems and accrediting and monitoring notified bodies to assist in the evaluation of these products.
Non -European manufacturers, such as Akers, must designate an authorised representative within the EU to
interact with the EC authorities on their behalf, as Akers has done with its European partner DiaMed.

The majority of professional use products and specimen receptacles (Akers’ POL and POC products) are
covered by the Directive; together with some self test products (certain of Akers’ OTC products). The
intended purpose of a product determines whether or not it is covered by the Directive and the nature and
complexity of the requirements, with which it must comply. These range from a self declaration of
conformity for the lowest risk devices through to more complex requirements, including, for example,
external assessments of the product itself and the manufacturers quality systems. Self testing, OTC and
professional tests for e.g. blood grouping, HIV, hepatitis B, C and D, Cytomegalovirus, Chlamydia, and PSA
will be subject to these more complex requirements. In order to ensure long term access to European markets
Akers’ partners will generally be seeking CE marks for their products.

In the US development, manufacturing and marketing of Akers’ IVD products are regulated by the US FDA.
For products with low clinical risk, US marketing approval is gained via 510K class II (pre-market
notification) approvals. 510K class II approvals are given to the lowest complexity tests and are based on
comparison with previously cleared products, with which the new product is shown to be substantially
equivalent. For products with higher risk, due to technology or greater consequence of wrong diagnosis, a
more substantial application for pre-market approval is required.

In the US the use of POC diagnostics is also covered by The Clinical Laboratory Improvement Amendments
(CLIA) and related federal and state laboratory testing regulations which include quality control; proficiency
testing; personnel standards; and federal inspections.

To perform clinical laboratory services, bill for them and receive reimbursement, requires a CLIA certificate,
with a Certificate of Waiver being given to the simplest tests, which need no special training, are very simple
to use and have minimal risk of being performed incorrectly. To successfully commercialise rapid diagnostic
tests in the US, companies need to obtain CLIA waived classification, which allows savings in time and money
as these diagnostic tests will not subject to the stringent CLIA requirements for more complex tests. Akers will
need to gain CLIA waived status for certain of its tests in the US, such as the white blood cell monitor and the
diagnostic for PSA. Failure to do so may adversely impact the Company’s ability to market these products.

In the rest of the world, the regulatory process for Akers’ diagnostic tests tend to be country specific, in
general falling under Medical Device legislation where it exists. Requirements tend to be less stringent than
in Europe or the US, although some countries require an approval in a major European country or US as a
testimonial in addition to local evaluation.

The regulatory requirements for Akers’ current and future diagnostic tests will thus be dependant upon the
nature of the test, the disease or substance being tested and the country of intended use.

To ensure that tests are readily approved within the EU and US, Akers’ production facility is registered as a
medical device manufacturer and has been inspected by the FDA for compliance with Good Manufacturing
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Practice (GMP) regulations. It is also intended that the facility should be compliant with ISO9001 requirements
in the near future. The current regulatory status of key Akers’ products is illustrated within Table 2.

In general Bridgehead understands that Akers’ partner, for whom the test has been developed, takes
responsibility for the generation of specific data to meet regulatory requirements and for the regulatory
application. Bridgehead understands, however, that the ‘licence’ to market will usually be in the name of
Akers. In certain circumstances, where a partner lacks resource or expertise, Akers may contract the work
on behalf of the partner. This strategic approach has the advantage that obtaining regulatory approval will
always be in the hands of the company with local market expertise, and avoids the need for Akers to employ
or contract local experts. It also avoids diversion of resources into management of the regulatory processes
in a growing number of different markets.

5.0 Conclusions

Bridgehead considers that the PIFA technology platform is unique, in that it offers the basis of high
sensitivity, cost effective diagnostic tests, which do not require instrumentation or amplification. It can be
viewed as an operating system which potentially could be used as an indicator of a range of interactions and
with a number of off-the-shelf antibodies or antigens.

The PIFA platform also allows for fast product development and scale up.

The fact that US 510K approvals have already been granted for three of Akers’ products establishes that PIFA
is an FDA approvable platform technology. This underlines the usability, stability, quality, and GMP
compliance of diagnostic tests based on the PIFA platform.

The fact that Akers has available to it the PANAFA platform and use of certain results from Proteomics
Phage Display Technology should allow the Company to expand its product base even further.

MPC Biosensor is a technology platform that expands Akers’ offering into the non invasive testing market.
With MPC Biosensor technology, Akers has established a unique position in the non invasive diagnostic
breath screening market, proven by the development of the commercial alcohol breath test.

Akers’ commercialisation and marketing strategy is focused on specific market sectors, chosen to reflect the
market conditions, maximise the effectiveness of the strategic alliances underpinning the market approach
and ensure that the advantages offered by the technology platforms are realised.

Bridgehead considers that Akers’ principle of using strategic alliances and joint ventures to create marketing
and distribution opportunities, through established networks of pharmaceutical and healthcare companies is
a sound approach, which will deliver a major positive contribution to the future success of the Company. In
Bridgehead’s opinion the future value of the Company lies in development and maintenance of strategic
alliances, which are based on:

. Developing a small number of regional alliances with organisations that have strong in-
country/regional distribution channels;

. Using the market presence of the distributors to identify and continuously monitor local/regional
market needs and trends; and

. Responding to market requirements with rapid development of new products, made possible by the
Akers’ platform approach.

Bridgehead considers that Akers’ has significant commercial potential with success being dependant upon
Akers maintaining focus on exploiting the Company’s unique technology platform in its chosen markets, in
accordance with the strategy profiled in this report.

Yours faithfully

For and on behalf of Bridgehead Technologies Ltd.

Fiona J Paton F David Alcraft
Director Director
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PART VI

PATENT AGENTS’ REPORT

The Directors

Akers Biosciences Inc
201 Grove Road
Thorofare

New Jersey

and

The Directors

KBC Peel Hunt Ltd

62 Threadneedle Street
London EC2R 8HP

3 April 2002

Dear Sirs

PATENT AGENTS’ REPORT

Page White & Farrer is a firm of European Patent Attorneys, UK Chartered Patent Attorneys and European
and UK Trade Mark Attorneys. Founded in 1876, we are based in central London and specialise in the
drafting and prosecution of patent, trade mark and design applications. We are qualified to represent clients
before the UK and European Patent Offices and before the European Community Trade Mark Office. Page
White & Farrer has been instructed by the Directors of Akers Biosciences, Inc. (hereinafter referred to as
“Akers”, which includes references to the company’s previous names) to report on the patent strategy of
Akers, the patent portfolio of Akers insofar as it relates to Akers products in use or under development, the
registered trade marks and registered designs of Akers, and on third party patent issues.

The scope of our report is set out in section (10).

(1) The Technology

This report is concerned with two technologies where products are understood to be on the market: particle
immuno filtration assay (PIFA) technology and micro porous catalysed biosensor (MPC Biosensor)
technology; and two technologies in development: particle nucleic acid filtration assay technology
(PANAFA) and use of the results of proteomics phage display technology. In this report, PIFA technology is
exemplified by three products. One product is Health Test HBs Ag, a kit comprising an assay plate and
pipette arrangement for testing for hepatitis B antigen. A second product is Health Test Chlamydia, an
integral kit for testing for chlamydia. A third product is DiaMed Safe-X, a blood-typing assay plate.

(2) Patent Strategy

General

We are advised by Akers that their patent strategy has been to protect platform technology at the generic level
rather than protect each individual test. Akers reason that claims to the platform technology can be broader,
cover more analytes, and cover more product formats and packages than if individual tests are protected
separately. However, Akers do advise that they intend to protect specific innovations where those innovations
provide competitive market advantages. Our findings in this report appear to be consistent with this
approach; each of the Akers patents reviewed has claims which are generic and not limited just to specific
tests. This has the advantage of protecting tests which are newly-developed and might not be patentable in
the light of the existing tests. There is a risk that broader claims can be more vulnerable to attack than narrow
ones.
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Filing Policy

Akers advise that their policy regarding territories is that the USA, EU and Japan should be covered, together
with anywhere else that a patent is meaningfully protective and a substantial market exists. Akers advise that
they consider certain territories (such as China and India) to have large markets but in those territories the
protective effects of a patent are minimal. Those territories have not been covered in the patents obtained by
Akers. This appears to be a pragmatic approach. However, a consequence of this is that a potentially
substantial market outside of USA, EU and Japan is not protected by patent. Additionally, some EU countries
are not covered (see below).

In the present portfolio, initially, a single US patent application was filed (US Serial no 588670 on
26 September 1990) which eventually matured into two issued US patents nos US5565366 (continuation)
and US5827749 (division of US5565366). An international application (no PCT/US91/06870) designating
the European Patent Office and the Japanese Patent Office was filed with a claim to priority of the original
US application. European and Japanese patents were eventually granted on this international application. The
European Patent covers United Kingdom, Belgium, Switzerland, Germany, France, Netherlands and Italy.

Status of Patents
Each patent is understood to be in force.

(3) The Akers Patents

Each patent is directed to aspects of the “PIFA” (particle immuno filtration assay) technology.

US5565366

The front page of this US patent bears an issue date of 15 October 1996 from application no. 248835 filed
on 25 May 1994 as a continuation of serial no. 588674 of 26 September 1990. Our US associates have
advised that the term of this patent will run to 15 October 2013 if annuities continue to be paid.

This US patent is a product patent which has 26 claims including three independent claims; claim 1, claim
13 and claim 26. Claims 1 to 12 are directed to a kit for analysis of a ligand. Claims 13 to 25 are directed to
an assay plate for detecting the presence of a ligand in a liquid sample. Claim 26 is also directed to an assay
plate for detecting the presence of a ligand in a liquid sample.

In prosecution Akers argued that the invention provides kits and assays plates which facilitate a rapid and
simple agglutination assay the results of which can be ascertained by the unaided eye. It was submitted that
the assay plate involves a “two-tiered” separation involving the combination of a filter means and a wicking
means; the pore size of the filter is chosen to retain ligand/particle aggregates but permit the passage of
relatively small aggregates; the wicking means functions to retard the passage of ligand/particle aggregates
which pass through the filter means so as to avoid false negative results. The prior art was argued to provide
only a single filter or material rather than a two-tier system or would not be useful for or suited to an
agglutination-type assay. These arguments were successful.

US5827749

The front page of this US patent bears an issue date of 27 October 1998 from application no. 730522 filed
on 11 October 1996 as a divisional of serial no. 248835 of 25 May 1994 which is a continuation of Serial
no. 588670 filed on 26 September 1990. Our US associates have advised that the term of this patent will run
to 26th September 2010 if annuities continue to be paid.

This patent is a method patent which has 22 claims including one independent claim, claim 1, directed to a
method for determining the presence of a ligand in a sample suspected to contain the ligand. In prosecution
the US Examiner allowed the application on the basis that the prior art at record did not teach or suggest the
claimed two-tiered separation system comprising a filter means and a wicking means consisting essentially
of non-woven fibres of glass or synthetic polymeric materials, positioned and selected so that unaggregated
receptor-bearing material in a filtrate observed at an observation point indicates the absence of ligand in a
sample.
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European Patent EP0556202

According to the European Patent Register this European patent was granted on 14 May 1997 from
International patent application no. PCT/US91/06870, which was published under no. W09205440 on
2 April 1992. The filing date of the European patent is 23 September 1991 and a priority date of
26 September 1990 is claimed from US Serial Number 588670. We understand that this patent will run until
23 September 2011 if annuities continue to be paid.

The patent has four independent claims: claim 1, claim 10, claim 11 and claim 16. Claims 1 to 9 are directed
to a method for determining the presence of a ligand in a sample. Claim 10 is directed to an apparatus for
determining the presence of a ligand. Claims 11 to 15 are directed to an assay plate for detecting the presence
of a ligand. Claims 16 to 18 are directed to a kit for analysis of a ligand. Claims 19 and 20 are directed to
the use of a reaction cell in the ligand assay of claims 1 to 9.

An opposition was filed against this patent by Dade Behring Marburg GmbH. The opponent cited as grounds
of opposition that the subject-matter of the patent is unpatentable, insufficient and extends beyond the
content of the application as originally filed. The opposition was rejected by the European Patent Office.

Akers argued in the opposition that none of the prior art documents alone or in combination disclosed a two-
tiered separation system comprising a filter means and a wicking means which are selected and positioned
so that unaggregated particles in a filtrate, observed at an observation port, indicate the absence of ligand in
a sample. Akers argued that the prior art did not describe or suggest a two-tiered system having distinct filter
means and wicking means. The European Patent Office indicated its agreement with Akers arguments and
the opposition was rejected.

Japanese Patent No. 2628792

The front page of this Japanese patent bears a grant date of 9 July 1997 from International patent application
no. PCT/US91/06870, which was published under no. W092/05440. The filing date of the Japanese patent
application is 23 September 1991 and a priority date of 26 September 1990 is claimed from USSN588670.
We understand that this patent will run until 23rd September 2011 if annuities continue to be paid.

Our Japanese associates advise that no oppositions were filed against the patent and no divisional
applications have been filed from it.

According to an English-language translation of the Japanese granted claims there are 20 claims including
four independent claims: claim 1, claim 10, claim 11 and claim 16. Claims 1 to 9 are directed to a method
for determining the presence of a ligand in a sample. Claim 10 is directed to an apparatus for determining
the presence of a ligand in a sample. Claims 11 to 15 are directed to an assay plate for determining the
presence of a ligand. Claims 16 to 18 are directed to a kit for analysis of a ligand. Claims 19 and 20 are
directed to a reaction cell for use in a ligand assay of claims 1 to 9.

(4) Relationship Between Akers Patents and Akers Technology

PIFA Technology

It may be inferred from an examination of the product and an analysis of the patent claims that the Health
Test HBs Ag assay plate and pipette has all of the features of claims 1 and 13 of US5565366 and claims 10,
11 and 16 of EP0556202 and JP2628792. It may also be inferred that use of the Health Test HBs Ag would
also have all of the features of method claim 1 of US5827749 and method claim 1 of EP0556202 and
JP2628792.

It may be inferred from an examination of the product and an analysis of the patent claims that the Health
Test Chlamydia device has all the features of claims 1 and 13 of US5565366 and claims 10, 11 and 16 of
EP0556202 and JP2628792. It may also be inferred that use of this device would also have all of the features
of method claim 1 of US5827749 and method claim 1 of EP0556202 and JP2628792.
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It may be inferred from an examination of the product and an analysis of the patent claims that the DiaMed
Safe-X device has all the features of claim 13 of US5565366 and claims 10 and 11 of EP0556202 and
JP2628792.

As such, all of the three Akers products examined have all the features of one or more of the claims of the
US, European and Japanese patents discussed above.

PANAFA Technology

PANAFA technology could be covered by these patents only to the extent that it uses the PIFA technology
encompassed by the claims in the Akers patents. For example, if an aggregation assay is developed using a
DNA probe bound to a coloured microparticle of the type described, such an assay could be construed to fall
within the scope of the present claims. PANAFA technology using a different platform from PIFA
technology would not appear to be covered.

Results of Proteomics Phage Display Technology

The results of proteomics phage display technology could also be encompassed by the patents to the extent
that PIFA technology is used, for example, if coloured microparticles as described bearing a synthetic
antigen were used in a PIFA assay.

(5) Patent Ownership

Inventorship and Ownership

We are advised that the inventor for each of the patents is Raymond F. Akers Jnr and that each of the patents
is wholly owned by Akers.

Patent Office Records

Patent Office records indicated at the time of inspection that US 5827749, US 5565366 and the European
patent in each territory are recorded in the name of Akers Laboratories Inc. (the previous name of Akers
Biosciences Inc). We are advised that JP 2628792 currently is recorded at the Japanese Patent Office in the
name of Akers Research Corporation. These were previous names of Akers

(6) Patents licensed by Akers

US 4740475 — MPC Bioscensor
USPTO records show that this patent was assigned to WNCK Inc. and has lapsed.

No other patent family member were found on the Derwent patent database

(7) Third Party Patents

Akers are understood to be unaware of any third party patents infringed by their products. A limited search
directed to third party patents and applications relating to the platform technology embodied by the Health
Test HBs Ag device, the Health Test Chlamydia device and the DiaMed Safe-X device completed by the
Swedish Patent Office on 20 February 2002 uncovered no granted patents with claims all of whose features
could be found in these devices. One international application filed under no. PCT/US99/04982 under the
Patent Cooperation Treaty is apparently pending in the European Patent Office, Japanese Patent Office and
Canadian Patent Office and Australian Patent Office and may possibly have a US counterpart application.
The published international application and corresponding European regional phase application have claims
directed to a detection membrane, all the features of which would arguably be present in the above three
Akers’ devices, if the claim is interpreted very broadly. This patent application has a priority date falling after
publication of W090/05440, the Akers’ PCT application from which the Akers European and Japanese
patents are based. Any national patent granted on this third party international application would have to have
claims which were patentably distinct over the subject-matter of the Akers’ PCT application to be valid, and
would therefore be unlikely to be enforceable against devices specifically disclosed in the Akers’ PCT
application.
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(8) The Akers’ Trade Mark Registrations and Applications

The proprietor on the Register for each mark at the time of inspection was Akers Laboratories, Inc. This is

a previous name of Akers.

Components
Application No:
Application date:
Mark:

International Class:
Specification:
Status:

Application No:
Application Date:
Mark:

International Class:
Specification:
Status:

Application No:
Application Date:
Mark:

International Class:

Specification:

Registration Date:
Status:

Application No:
Application Date:
Mark:

International Class:

Specification:

Advertisement Date:

Status:
Opposition No:

Application No:
Application Date:
Mark:
International Class:
Specification:
Registration Date:
Status:

Summary

US76267733

6 June 2001

Green and Black “Tick” Device
10

“Portable breath analyser”

Pending

US76023159

10 April 2000

PIFA

5

“Medical diagnostic reagents and filters sold as a unit”

Pending

US2315035

6 August 1992
HEALTHTEST
5

“Medical diagnostic kits consisting primarily of test strips and pipettes for the
diagnosis of various diseases”

1 February 2000
Registered on the Supplemental Register

CTMO001609213

14 April 2000

PIFA

5

“Rapid diagnostic tests for the detection of medical conditions and diseases”
26 February 2001

Opposed

00392144 by Gruppo Lepetit SpA

CE483162

14 April 2000

PIFA

5

“Rapid diagnostic tests for the detection of medical conditions and diseases”
27 March 2001

Registered

The status of these applications and registrations and other information set forth above have been cross-
checked against the CTM, Swiss and US Federal Trade Mark Registry online databases on 7 March 2002.
No other Register has been checked, including the US State Registers, and no commercial searches have
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been commissioned. In connection with CTM 001609213, we do not know the current status of the
opposition filed by Gruppo Lepetit SA.

(9) Registered Design Rights

Akers advise that they have no registered design rights or applications therefor.

(10) Scope of the Report

This report relates only to the patents, patent applications, trade mark registrations and trade mark
applications to which we have been alerted by Akers, together with a limited number of other patents and
patent applications uncovered by the Swedish Patent Office search reported herein. This report does not
cover any other intellectual property rights and, in particular, does not cover any unregistered intellectual
property rights that may be owned or used by Akers. No searches have been carried out other than those
detailed in this report, in relation to any other Akers intellectual property. Discussion of the Akers patent
portfolio extends only to those patents which relate to Akers products advised by Brobeck Hale and Dorr
(UK and US legal advisers to Akers) to be in use or under current development.

The information provided herein is based on a variety of sources over which Page White & Farrer has no
control and in relation to which Page White & Farrer can give no guarantee of accuracy. Unless stated
otherwise, the information provided herein has been obtained from Akers. Where the status of any patent or
patent application is expressed herein, that status is indicated either to be taken from advice from associate
firms of patent attorneys outside of the UK (who in turn would normally obtain that information from their
national Patent Office Registers) or from the UK Patent Office or European Patent Office Registers to which
Page White & Farrer have access as UK Chartered Patent Agents and European Patent Attorneys. The
accuracy and completeness of information stored on Patent Registers, whilst generally accepted to be reliable
in most cases, cannot be guaranteed to be accurate and complete. Where information in this report is
presented in relation to the prosecution of any patent application or opposition, that information has been
obtained from publicly-available prosecution files from the stated Patent Offices. Whilst this information
generally comprises copies of correspondence between patent applicant and Patent Office, Page White &
Farrer have no control over the contents of the files and the completeness of the information held therein
cannot be guaranteed. In addition, US file-wrappers and other US Patent and Trademark Office information
and correspondence were obtained using US associates over whom Page White & Farrer have no control in
determining the completeness of the information provided.

As described in further detail herein, the search performed by the Swedish Patent Office is of necessity of a
very limited scope. Details of very specific devices were supplied to the Swedish Patent Office to perform
in a short space of time a search to reveal the existence of patents or applications in Europe or the US which
could potentially encompass those very specific devices. It is universally recognised that searches of this
nature are inherently unreliable and can never reasonably be considered to be comprehensive. In practice, a
limited set of data sources is searched and within that limited set, such searches cannot reasonably be
expected to uncover every relevant document. Page White & Farrer can accept no responsibility for the
results of that search and in particular cannot guarantee that there are no other third party patents or patent
applications in existence the effect of which would be potentially to prevent Akers or its licensees from
exploiting any of its technology.

The prior art examined in this report is strictly limited to that which was cited during prosecution of the US
and European patent applications and the European patent opposition. Whilst we have endeavoured to make
a reasonable comparison between the features disclosed in the prior art and those claimed in the Akers
patents, no reliance can be placed on this comparison without consultation with technical experts. No further
prior art searches have been undertaken in preparing this report and Page White & Farrer cannot guarantee
that there exist no other prior art which may render one or more of any of the claims of the Akers patents
discussed herein invalid.

With respect to trade marks, we have verified information available through the on line databases maintained
by the USPTO, OHIM and the Swiss Patent Office. We have no control on these databases. We have not
conducted in any country any search to ascertain if any of the marks used by Akers are or may be infringing
the registered or unregistered rights of third parties.
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In all discussions herein concerning the interpretation of terms in the patents and applications, including the
patent claims, Page White & Farrer are qualified only as UK Chartered Patent Agents and European Patent
Attorneys. All comments in relation to the scope or interpretation of claims have been made in line with UK
practice only. Page White & Farrer are not qualified to comment on the scope of claims in, for example, US
and Japan. According, all comments on US patents and applications and other non-European patents and
applications have been made as if those patents and applications were UK patents and applications and
would need to be confirmed or varied by suitably qualified local patent attorneys. In addition, whilst we have
endeavoured to make reasonable interpretations of the terms in these patents and applications, no reliance
can be placed on these interpretations without consultation with technical experts.

Yours faithfully
PAGE WHITE & FARRER
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PART VII

TRANSFER RESTRICTIONS

Investors are referred to the definition of a “US Person” on page 82.

This document has been prepared by the Company in making offers and sales of the Placing Shares outside
the United States to non-US Persons in reliance on Regulation S under the US Securities Act. Terms used in
the following description that are defined in Regulation S are used as therein defined.

The Placing Shares have not been registered under the US Securities Act and are “restricted securities” as
defined in Rule 144 promulgated under the US Securities Act. The Placing Shares may not be offered, sold
or delivered in the United States or to, or for the account or benefit of, any US Person, except in certain
transactions specified in Regulation S. Hedging transactions in the Placing Shares may not be conducted
unless in compliance with the US Securities Act. The certificates evidencing the Placing Shares will bear a
legend to the following effect, unless the Company determines otherwise in compliance with applicable law.

“THE SHARES OF COMMON STOCK REPRESENTED BY THIS CERTIFICATE HAVE NOT
BEEN REGISTERED UNDER THE US SECURITIES ACT OF 1933, AS AMENDED (THE
“SECURITIES ACT”) AND MAY NOT BE OFFERED, SOLD, PLEDGED OR OTHERWISE
TRANSFERRED EXCEPT (1) IN AN OFFSHORE TRANSACTION MEETING THE
REQUIREMENTS OF RULE 903 OR RULE 904 OF REGULATION S UNDER THE SECURITIES
ACT, (2) PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNDER THE
SECURITIES ACT, OR (3) PURSUANT TO AN AVAILABLE EXEMPTION FROM THE
REGISTRATION REQUIREMENTS OF THE SECURITIES ACT, IN EACH CASE IN
ACCORDANCE WITH ALL APPLICABLE SECURITIES LAWS. HEDGING TRANSACTIONS
INVOLVING THE COMMON STOCK OF THE COMPANY MAY NOT BE CONDUCTED
UNLESS IN COMPLIANCE WITH THE US SECURITIES ACT.”

Prior to one year after the later of (1) the time when the Placing Shares are first offered to persons other than
distributors in reliance upon Regulation S or (2) the date of closing of the Placing:

(1) every purchaser of Placing Shares other than a distributor will be required to certify that it is not a US
Person and is not acquiring the securities for the account or benefit of any US Person or is a US Person
who purchased securities in a transaction that did not require registration under the US Securities Act;

(2) any purchaser of the Placing Shares will be required to agree to resell such Placing Shares only in
accordance with the provisions of Regulation S, pursuant to registration under the US Securities Act,
or pursuant to an available exemption from registration and will be required to agree not to engage in
hedging transactions with regard to the Common Shares unless in compliance with the US Securities
Act; and

(3) each distributor selling securities to a distributor, a dealer (as defined in Section 2(a) (12) of the US
Securities Act), or a person receiving a selling concession, fee or other remuneration will be required
to send a confirmation or other notice to the purchaser stating that the purchaser is subject to the same
restrictions on offers and sales that apply to a distributor.

Pursuant to the Company’s bylaws, the Company will be required to refuse to register any transfer of the
Placing Shares not made in accordance with the provisions of Regulation S, pursuant to registration under
the US Securities Act, or pursuant to an available exemption from registration.

Each purchaser of Placing Shares sold in reliance on Regulation S will be deemed to have represented and
agreed as follows:

(1) the purchaser is not a US Person and is not acting for the account or benefit of a US Person (other than
a distributor);
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(@)

3)

“)

&)

(6)

the purchaser understands that the Placing Shares have not been registered under the US Securities Act
and may not be offered, resold, pledged or otherwise transferred by such purchaser except (a) (i) in an
offshore transaction meeting the requirements of Rule 903 or Rule 904 of Regulation S, (ii) pursuant
to an effective registration statement under the US Securities Act, or (iii) pursuant to an available
exemption from the registration requirements of the US Securities Act, and (b) in accordance with all
applicable securities laws of the states of the United States and other jurisdictions and the purchaser
agrees not to engage in any hedging activities with regards to the Placing Shares unless in compliance
with the US Securities Act;

the purchaser agrees to, and each subsequent holder is required to, notify any purchaser of the Placing
Shares from it of the resale restrictions referred to in paragraph (2) and (3) above, if then applicable;

the purchaser acknowledges that, prior to any proposed transfer of Placing Shares other than pursuant
to an effective registration statement, the transferee of Placing Shares may be required to provide
certifications and other documentation relating to the non-US Person status of such transferee;

the purchaser acknowledges that the Company and KBC Peel Hunt and others will rely upon the truth
and accuracy of the foregoing acknowledgements, representations and agreements and agrees that if
any such acknowledgements, representations or warranties deemed to have been made by virtue of its
purchase of Placing Shares are no longer accurate, it shall promptly notify the Company and KBC Peel
Hunt; and

the purchaser acknowledges that the Placing Shares will bear a restrictive legend to the following effect,
unless the Company determines otherwise in compliance with applicable law.

PRIOR TO INVESTING IN THE PLACING SHARES OR CONDUCTING ANY TRANSACTIONS
IN THE PLACING SHARES, INVESTORS ARE ADVISED TO CONSULT PROFESSIONAL
ADVISERS REGARDING THE ABOVE RESTRICTIONS ON TRANSFER AND OTHER
RESTRICTIONS REFERRED TO IN THIS DOCUMENT.

In this document, a “US Person” means:

(1)
(1)
(iii)
(iv)
(v)
(vi)

(vii)

any natural person resident in the United States;

any partnership or corporation organised or incorporated under the laws of the United States;
any estate of which any executor or administrator is a US Person;

any trust of which any trustee is a US Person;

any agency or branch of a foreign entity located in the United States;

any non-discretionary account or similar account (other than an estate or trust) held by a dealer or other
fiduciary for the benefit or account of a US Person;

any discretionary account or similar account (other than an estate or trust) held by a dealer or other
fiduciary organised, incorporated, or (if an individual) resident in the United States; and

(viii) any partnership or corporation if:

(a) organised or incorporated under the laws of any foreign jurisdiction; and

(b) formed by a US Person principally for the purpose of investing in securities not registered under
the US Securities Act, unless it is organised or incorporated, and owned, by accredited investors
(as defined in Rule 501 (a) under the US Securities Act) who are not natural persons, estates or
trusts.

This document does not constitute an offer of, or a solicitation of an offer to buy, any shares by or on behalf
of the Company or KBC Peel Hunt, in any jurisdiction or in any circumstances where it is not authorised or
lawful to make such an offer or solicitation.
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The distribution of this document and the Placing Shares may be restricted by law in certain jurisdictions.
Persons into whose possession this document comes are required by the Company and KBC Peel Hunt to
inform themselves about any such restrictions and to observe any such restrictions. For a description of
certain further restrictions on the distribution of this document and the offer and sale of the Placing Shares,
see below.

This document should not be distributed to persons with addresses in Canada, Australia, South Africa, the
Republic of Ireland, Japan or the United States, or to citizens of such countries, or to any corporation,
partnership or other entity created or organised under laws of such countries. Any such distribution could
result in a violation of United States, Canadian, Australian or Japanese law.
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a stated number of stock options or other securities of the Company as a director or committee
member.

(viii) The principal officers of the Company shall be the president, chief executive officer, one or more

(ix)

x)

(xi)

(xii)

vice-presidents who are specifically designated as principal officers, the treasurer and the
secretary. Each officer is elected annually by the Board of Directors at the regular annual meeting
of the Board of Directors.

The Company is entitled to recognise the exclusive right of a person registered on its books as the
owner of the Company’s shares of capital stock to receive dividends or other distributions, and to
vote as such owner, and to hold liable for calls and assessments a person registered on its books
as the owner of shares of capital stock. The Company shall not be bound to recognise any
equitable or legal claim to or interest in such shares of capital stock on the part of any other
person, except as required by law.

Upon surrender to the Company or the appropriate transfer agent, if any, of a certificate
representing shares of capital stock in the Company duly endorsed or accompanied by proper
evidence of succession, assignment or authority to transfer and accompanied by any necessary
stock transfer tax stamps, and, in the event that the certificate refers to any agreement restricting
the transfer of shares which it represents, proper evidence of compliance with such agreement, a
new certificate shall be issued to the person entitled thereto and the old certificate cancelled and
the transaction recorded upon the books of the Company.

For the purposes of determining shareholders entitled to notice of, or to vote at, any meeting of
shareholders or for the purpose of determining shareholders entitled to receive payment of any
dividend or other distribution or allotment of any rights, or entitled to exercise any rights in
respect of any change, conversion or exchange of capital stock, or for the purpose of any other
lawful action, the Board of Directors may fix, in advance, a record date. Such record date shall
not be more than sixty nor less than ten days before the date of any meeting of shareholders, nor
more than sixty days prior to any other action.

The Board of Directors shall have full power and discretion, subject to applicable law and the
provisions of the certificate of incorporation or the terms of any other corporate document or
instrument binding upon the Company, to determine what, if any, dividends and distributions shall
be declared and paid or made. Subject to applicable law, dividends and other distributions upon
or with respect to outstanding shares of capital stock may be declared by the Board of Directors
at any regular or special meeting and may be paid in cash, bonds, property or in shares of capital
stock of the Company.

(xiii) The power to adopt, amend and repeal the Company’s bylaws rests with the Board of Directors,

provided that a majority of the shareholders may adopt, amend and repeal any such bylaws.

(xiv) The Company will not register any transfer of the Company’s Common Shares not made in

accordance with the provisions of Regulation S under the US Securities Act, pursuant to
registration under the US Securities Act, or pursuant to an available exemption from registration
under the US Securities Act.

Restrictions on transferability of Common Shares

Details on the restrictions on transferability of Common Shares are given in Part VII.
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(a)

(b)

©

DIRECTORS’ AND OTHER INTERESTS

As at the date of this document and following Admission, the interests of the Directors, both beneficial
and non-beneficial, and (so far as is known to the Directors or could with reasonable diligence be
ascertained by them) persons connected with the Directors, in the share capital of the Company:

As at the date of Following Admission
this document Percentage
Percentage of Enlarged
No. of of existing No. of Issued
Common Common Common Common
Shares Shares Shares  Share Capital
Lord Blackwell - - - -
Raymond Akers Jr.* 3,566,139 9.62 3,566,139 9.00
Paul Freedman 163,750 0.44 163,750 0.41
Daniel Seckinger 166,667 0.45 166,667 0.42
Edward Mulhare 659,112 1.78 659,112 1.66
Kathleen Mulhare (wife of Edward) 54,876 0.15 54,876 0.14
Edward Wampold 178,000 0.48 178,000 0.45
David Wilbraham - - - -

* Included in this number is an amount of 115,000 Common Shares which are held by the Akers
Family Foundation, of which Raymond Akers is trustee.

As at the date of this document the following options had been granted to Directors (or their connected
persons) under the Company’s Director Stock Option Plan (“DOP”) and the Company’s Employee
Stock Option Plan (“EOP”) or otherwise:

No. of
Common
Shares under Exercise Expiry
option price dates Plan
$

Lord Blackwell * 165,000 2.00 08/05/2009 DOP
Raymond Akers Jr. 100 1.00 25/12/2006 EOP
Paul Freedman 703,000 0.75-2.00  31/12/2006 to 04/09/2008 EOP
Daniel Seckinger 53,000 1.00  31/12/2005 to 31/12/2011 DOP/Other
Edward Mulhare 14,000  1.00 —2.00 13/03/2011 to 31/12/2011 DOP
Edward Wampold 310,500 1.00-2.00  27/01/2005 to 31/12/2011 DOP/Other
David Wilbraham' 110,000 2.00 08/05/2009 DOP

* For details of options to be granted to Lord Blackwell, see section 9(d) below.
¥ For details of options to be granted to David Wilbraham, see section 9(e) below.

As at the date of this document warrants have been granted to Directors (or their connected persons) as
follows:

Number of Exercise Price
shares per share Expiry dates

$
Lord Blackwell - - -
Raymond Akers Jr. 2,050,000 1.00 - 1.50 30/06/2006 to 31/12/2009

Paul Freedman — - _
Daniel Seckinger - - _
Edward Mulhare - - _
Edward Wampold - - -
David Wilbraham - — _
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(d) Save as disclosed in paragraph 8 below, the Company has not entered into any contract with any

(a)

(b)

member of the Company’s Board of Directors with respect to such director’s position as a director of
the Company. The Company’s bylaws provide that directors may be reimbursed their expenses of
attending meetings of the Board of Directors. The Company’s bylaws further provide that non-
employee directors and non-employee members of standing or special committees of the Board of
Directors may be paid a fixed sum or receive stock options or other securities of the Company for
attendance at each meeting of the Board of Directors or may be paid a stated salary or receive a stated
number of stock options or other securities of the company as a director or committee member. See
“Bylaws” in Section 6 above.

ADDITIONAL INFORMATION ON THE BOARD

Other than their directorships of the Company, the current directorships and partnerships of the
Directors and directorships and partnerships held be them in the 5 years preceding the date of this
document are as follows:

Directors Current Directorships/Partnerships Past Directorship/ Partnerships
Lord Blackwell Centre for Policy Studies Limited -

Comensura Limited

Dixons Group Plc

Slough Estates Plc

SmartStream Technologies Group Limited

The Corporate Services Group Plc

Raymond Akers Jr.
Paul Freedman - BDO Seidman, LLP

Daniel Seckinger  Hyperion Inc. -
American Registry of Pathology
College of American Pathologists

Edward Mulhare Sentec EAS Corp -
Advanced Publishers, Inc.

Edward Wampold  Northside Hospital Foundation Board Auburn University Alumni
Fulton County Hospital Authority

David Wilbraham  Dymach Management Limited Arch Coatings UK Limited
RPC Group Plc Chemical Industries Association
St Ives Plc Limited
Yiffe Limited Halfcut Limited

Intelligent Engineering (Holdings) Limited  Hickson International Plc

None of the Directors has:

(i) any unspent convictions in relation to indictable offences;
(i) had any bankruptcy order made against him or entered into any voluntary arrangements;

(iii)) been a director of a company which has been placed in receivership, compulsory liquidation,
creditors’ voluntary liquidation, or administration, or been subject to a voluntary arrangement or
any composition or arrangement with its creditors generally or any class of its creditors whilst he
was a director of that company or within the 12 months after he ceased to be a director of that
company;

(iv) been a partner in any partnership which has been placed in compulsory liquidation, or
administration, or been the subject of a partnership voluntary arrangement whilst he was a partner
in that partnership or within the 12 months after he ceased to be a partner in that partnership;
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million raised, 2 per cent. on the next £1 million raised and 1 per cent. on the balance of all monies
raised. The sum of £30,000 shall be deducted from the amount of the success fee.

11.12Global Pharma Solutions LLC

On 1 February 2002 the Company entered into an agreement with Global Pharma Solutions LLC
(GPS), for the purposes of using GPS for business development and management of US marketing and
sales. Under the Agreement, the Company is to pay to GPS the sum of $22,000 per month, with an
additional $3,000 per month due and payable upon completion of the term of the agreement. In
addition, GPS shall be granted 500,000 warrants to purchase the Company’s common stock at an
exercise price of $2.00. The warrants shall have expiration of 7 years from the date of issuance. One-
third of the warrants vest on the signing of the agreement, one-third vest six months from the effective
date of the agreement and the remaining third vest upon first sale of any product in the US market. In
addition, there are royalty payment provisions on payments resulting from US net sales. In addition,
GPS is entitled to similar royalty payments in relation to sales made by the Company to the Boots as
if those sales were US sales, and also on payments resulting from the Company sales to Relialab or
sales by the Company of any Relialab product in markets outside the US. If the Company is sold,
acquired, merged or otherwise liquidated or should it undergo a change of more than 50 per cent. of its
voting stock, GPS will be entitled to its full rights to receive or exercise all rights and compensation
outlined under the agreement. In the event that GPS’ services be terminated subsequent to such event,
during the period of one year following the event, GPS will be entitled, in addition to unpaid
compensation, to a cash payment of $150,000 service termination fee. The Company undertakes to
indemnify GPS against any losses, liabilities and damages incurred by it relating or arising out of the
engagement, provided that the loss, liability or damage did not arise from gross negligence or wilful
misconduct of GPS.

11.13Placing Agreement

A Placing Agreement dated 15 May 2002 made between Akers (1) the Directors (2) and KBC Peel Hunt
(3) pursuant to which Akers agreed to pay KBC Peel Hunt consideration of £175,000 in connection
with the placing of which £25,000 shall be subscribed by KBC Peel Hunt in the Placing at the Placing
Price, and to pay all costs, charges and expenses of, or incidental to, the Placing. Akers and the
Directors (excluding the non-executives) have given various warranties to KBC Peel Hunt which are
limited to the gross proceeds of the placing. An indemnity has also been given by Akers to KBC Peel
Hunt in respect of any losses, claims, liabilities, costs, charges, expenses, actions or demands. The
indemnity is not limited to an aggregate amount.

11.14Lock-In Agreements

The Directors and certain major Shareholders have entered into lock-in agreements with Akers and
KBC Peel Hunt. Under these agreements the Directors and certain major Shareholders undertake not
to dispose of any common shares for a period of 12 months from the date of Admission and thereafter
will not sell more than 50 per cent. of their holdings in the second year and not more than 50 per cent.
of the balance of their holdings in the third year. During such periods the Directors and such
shareholders have agreed also to be subject to an orderly market agreement. All Shareholders whose
interest represents between 5 per cent. and 10 per cent. of the Existing Common Shares have entered
into lock-in agreements with Akers and KBC Peel Hunt. Under these agreements the Shareholders
undertake not to dispose of any common shares for a period of 12 months from the date of Admission
and thereafter will not sell more than 50 per cent. of their holdings in the second year. During such
periods the Directors and such shareholders have agreed also to be subject to an orderly market
agreement. All Shareholders whose interest represents between 3 per cent. and 5 per cent. of the
Existing Common Shares have entered into orderly marketing agreements with Akers and KBC Peel
Hunt. Under these agreements the Shareholders agree to be subject to an orderly market provisions for
a period of 12 months from the date of Admission.

11.150n the 27 February 2002 Akers entered into an engagement letter with KBC Peel Hunt pursuant to
which KBC Peel Hunt will act as financial adviser, nominated adviser and broker to Akers in
consideration for which Akers agrees to pay to KBC Peel Hunt the following fees and commissions:
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12.

(1) a retainer of £30,000 per annum accruing on a daily basis and which is payable quarterly in
advance;

(i1) a corporate finance fee of £175,000 of which £25,000 shall be subscribed for by KBC Peel Hunt
in the Placing at the Placing Price;

(iii)) a commission of three per cent. on the aggregate subscription price of those Placing Shares (at the
Placing Price) that are subscribed for pursuant to instructions by KBC Peel Hunt subject to a
minimum commission of £25,000;

(iv) a commission of one per cent. on the aggregate subscription price of the Placing Shares (at the
Placing Price) that are subscribed for by a third party a result of a direct contact with the Directors;
and

(v) where the placing agreement is terminated or the Admission does not proceed then within seven
days of the date of an invoice being sent Akers will pay a fee of £2500 for each week, or part week
commencing from 2 January 2002 until the date the placing agreement ceases subject to a
maximum amount of £25,000.

In addition, under the terms of the engagement letter the Company agrees, conditional on
Admission, to grant an option to KBC Peel Hunt at the Placing Price to subscribe for up to the
number of ordinary shares in the capital of the Company which at the Placing Price shall have a
total value of £100,000. KBC Peel Hunt will be able to exercise the option in whole or in part at
any time from the first anniversary of Admission up to and including the day before the seventh
anniversary of Admission. The Company warrants and represents to KBC Peel Hunt that it will
allot and issue the relevant shares credited as fully paid and free from any pre-emption, liens,
charges or other encumbrances upon payment of the relevant subscription monies.

MINIMUM AMOUNT

The minimum amount which, in the opinion of the Directors, must be raised by the issue of new Ordinary
Shares pursuant to the Placing in order to provide the sums required to be provided pursuant to paragraph
21(a) to Schedule 1 of the POS Regulations, is £3.4 million which will be applied as follows:

®

(i)

(iii)

(iv)

13.

the purchase of property — £nil;

preliminary expenses payable by the issuer and any commission payable to any person in consideration
for his agreeing to subscribe for, or of his procuring or agreeing to procure subscriptions for, any shares
in the Company — £0.8 million;

the repayment of monies borrowed by the Company in respect of any of the foregoing matters —
£0.75 million; and

working capital — £1.85 million.

WORKING CAPITAL

In the opinion of the Directors, having made due and careful enquiry and having regard to the available bank
and other facilities and the net proceeds of the Placing, the working capital available to the Company and the
Group will, from the time that the Common Shares are admitted to AIM, be sufficient for its present
requirements, that is for at least 12 months following Admission.

14.
(a)

(b)

LITIGATION

Other than set out below the Company is not engaged in any litigation or arbitration proceedings and
no litigation, arbitration or claim is known to be pending or threatened against, or being brought by, the
Company and which may have a material effect upon the financial affairs of the Company.

The Company has been sued in the Circuit Court of the 15th Judicial Circuit in Palm Beach County,
Florida, United States of America for an amount of $430,000 in addition to an unliquidated amount.
The suit claims that the Company is in breach of the terms of a loan agreement. The Company claims
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that it has fully paid that loan pursuant to its terms. The Directors believe that the suit was brought in
contravention of the loan agreement and that the plaintiff is unlikely to prevail based on its defence at
a trial of this action.

(c) The Company brought an action against Compliance Consortium for an amount to be determined at
trial based on the Company’s assertion that the defendant breached a contract to market its products.
The suit is currently pending in the U.S. District Court for the District of New Jersey, United States of
America. The defendant has asserted a counterclaim against the Company alleging that certain
merchandise delivered to the defendant by the Company was defective. The Company claims that the
merchandise is in conformity with the contract. The Company has been advised by its local legal
counsel that the defendant’s counterclaim against the Company is without merit.

15. PRINCIPAL PREMISES

(a) Details of the principal premises occupied by the Group are as follows:

(b) Leasehold Property

Approx. area Current Annual  Principal
Property Owner (sq ft) Term Rent use
201 Grove Road, 201 Grove Road, LLC 10,500 Until $135,000 Registered
Thorofare, c/o Needleman 31 May 2004 and Head
New Jersey 08086, Management Office

United States Company, Inc.

16. UNITED KINGDOM TAXATION

The following paragraphs broadly outline the taxation consequences for UK Shareholders in the Company.
They provide general advice only. Each Shareholder’s specific circumstances will impact on their taxation
position. All Shareholders are recommended to obtain their own taxation information. In particular, all
Shareholders, including UK tax resident Shareholders, are advised to consider the potential impact of any
relevant Double Tax Agreements on their shareholding.

Taxation of Chargeable Gains

A disposal of Common Shares by a Shareholder who is (at any time in the relevant UK tax year) resident or
ordinarily resident in the UK may give rise to a chargeable gain or allowable loss for the purpose of UK
taxation of chargeable gains. A Shareholder who is not resident in the UK for tax purposes but who carries
on a trade, profession or vocation in the UK through a branch or agency and has used, held or acquired the
Common Shares for the purpose of such trade, profession or vocation may also be subject to UK taxation on
chargeable gains on a disposal of those shares. Special rules may apply to tax gains on disposals made by
individuals at a time when they are temporarily not resident nor ordinarily resident in the UK.

For a Shareholder not within the charge to corporation tax, such as an individual, trustee or personal
representative, taper relief (which reduces a chargeable gain depending on the length of time for which an
asset is held) may be available to reduce the amount of chargeable gain realised on a subsequent disposal.
The extent of such relief depends upon whether the asset disposed of is a “business asset”; the Common
Shares will be treated as unquoted and therefore as business assets for this purpose, qualifying for the
enhanced relief which such assets attract.

For a Shareholder within the charge to corporation tax, indexation allowance on the cost apportioned to the
Common Shares should be available to reduce the amount of chargeable gain realised on a subsequent
disposal.

The UK government has announced proposals to change the Corporation Tax on Capital Gains position of
substantial shareholdings held by UK companies. It is expected that these changes will take effect from
1 April 2002 and the details of the provisions will be contained in the Finance Bill to be announced on
17 April 2002.
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Dividends

Any Shareholder who is resident in the UK, or who carries on a trade, profession or vocation in the UK to
which the Common Shares are attributable, will generally be subject to UK tax on income in respect of any
dividends paid on the Common Shares. As such dividends will be foreign income for the purposes of UK
taxation, they will be subject to a different tax regime from that applying to dividends received from UK
companies. In particular, there will be no notional UK tax credit attaching to the dividends.

If the dividend has been subject to United States dividend withholding tax (“WHT”), the amount of the
dividend received plus the WHT will be included in the assessable income of the UK Shareholder. In these
circumstances the Shareholder should be entitled to a credit for the foreign tax paid. The credit would be
limited to the lesser of the WHT or the UK tax payable on the combined amount of the dividend plus WHT.
If the WHT exceeds the UK tax payable on the dividend, the excess is neither creditable nor repayable.

If a UK resident company Shareholder within the charge to corporation tax is unable to use the foreign tax
credits (for example because of tax losses) it may be able to claim a tax deduction for the foreign tax paid.
Depending on the structure through which the investment is held, it may also be able to pool excess tax
credits against other low taxed dividend income, although this is subject to detailed requirements outside the
scope of this note.

UK Stamp Duty and Stamp Duty Reserve Tax

There is generally no liability to UK stamp duty or stamp duty reserve tax on the issue of Common Shares
by the Company. Transfers of Common Shares in the Company will not generally be liable to stamp duty or
stamp duty reserve tax.

17. MISCELLANEOUS

(a) The auditors of the Company for the financial year ending 31 December 1999 were Rudolph, Palitz
LLC and for the two financial years ending 31 December 2001 were McGladrey & Pullen, LLP.

(b) The total costs and expenses relating to the Admission and Placing which are payable by the Company
are estimated to amount to approximately £0.8 million (including Value Added Tax) and the expected
net proceeds, after deduction of expenses of the Admission and Placing are estimated to amount to £2.6
million.

(c) The Common Shares will be in registered form. It is expected that definitive share certificates will be
posted to allottees by 5 June 2002. No temporary documents of title will be issued.

(d) KBC Peel Hunt has given and has not withdrawn its written consent to the issue of this document with
the reference to its name, in the form and context in which it appears.

(e) Bridgehead Technologies Ltd. and Page White & Farrer have each given and not withdrawn their
consents to the inclusion in this document of their names and their respective reports and letters in the
form and context in which they appear.

(f) No member of the Group is engaged in, nor (so far as the Directors are aware) has pending or
threatened against it, any legal or arbitration proceedings which may have or have had during the 12
months immediately preceding the date of this document, a significant effect on the financial position
of the Group.

(g) No shares have been marketed or are available in whole or in part to the public in conjunction with the
application for admission of the Common Shares to AIM.

(h) Save as disclosed in “Current trading” and “Prospects” in Part I, and in the Accountants’ Report in Part
III, and save for the effects of and matters relating to Admission, there has been no significant change
in the trading or financial position of the Group since 31 December 2001, the date to which the last
audited financial statements of the Group were prepared.
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(i) Except as detailed below or in this document, no person (excluding professional advisers as stated in
this document and trade suppliers) has received directly or indirectly, from the Group within the twelve
months preceding the Company’s application for Admission, and no persons have entered into
contractual arrangements to receive, directly or indirectly, from the Group on or after Admission:

(i) fees totalling £10,000 or more;

(i) securities in the Company with a value of £10,000 or more calculated by reference to the Placing
Price of the Common Shares on Admission; or

(iii) any other benefit with a value of £10,000 or more at the date of Admission.

() The Common Shares are not ‘wider range’ investments for the purposes of the Trustee Investment Act
1961.

(k) Save as disclosed in this document, the Company is not dependent on any patents or other intellectual
property rights, licences or particular contracts.

(I) Save as disclosed in this document, the Directors are not aware of any persons who, directly or
indirectly jointly or severally, exercise or could exercise control over the Company.

Copies of this document will be available free of charge at the offices of KBC Peel Hunt, 62 Threadneedle
Street, London EC2R 8HP during business hours on any weekday (Saturdays and public holidays excepted)
from the date of this document until the date following 14 days after the date of Admission.

16 May 2002.
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