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Report of the Directors

The Directors present their report together with consolidated financial statements for the year ended 29 February 2004.

Principal activities
The principal activity of the Group is the development, marketing and distribution of pharmaceutical products. The
principal activity of the Company is to act as a holding company.

Business review

An overall review of the business is given in the Chairman’s and Chief Executive’s statements and Financial review.
The trading results for the year, and the Group’s and Company’s financial position at the end of the year are shown
in the attached financial statements.

The Directors have not recommended a dividend.

Directors

The Directors who held office during the year are set out below.

The following table shows the beneficial interests of the Directors in the shares of the Company at 29 February 2004
and at 1 January 2003, or their appointment to the board if later, fogether with their annual salaries (the comparative
representing the annual salaries of the Directors of Alliance Pharmaceuticals Limited at 28 February 2003).

Salary Ordinary shares
1 January 2003
(or date
29 February 28 February 29 February  of appointment
2004 2003 2004 if later)
£ £ Number Number
J Dawson (appointed 23 December 2003) 109,300 105,600 46,685,079 46,685,079
A R Booley (appointed 23 December 2003) 75,300 71,700 6,710,723 6,710,723
S A Dawson (appointed 23 December 2003) 14,400 12,000 15,576,323 15,576,323
M Scott (appointed 23 December 2003) 56,000 n/a 527,537 527,537
P Ranson (appointed 23 December 2003) 35,000 n/a - -
M R B Gatenby (appointed 1 February 2004) 55,000 n/a 40,000 40,000
A Ahmed (resigned 23 December 2003) n/a n/a n/a
J M Fenn (resigned 23 December 2003) n/a n/a n/a
R M James (resigned 23 December 2003) n/a n/a n/a
S C A Harris (resigned 16 February 2004) n/a n/a n/a

Directors’ responsibilities for the financial statements

United Kingdom company law requires the Directors to prepare financial statements for each financial year which give a
true and fair view of the state of affairs of the Company and the Group and of the profit or loss of the Group for that
period. In preparing those financial statements, the Directors are required to:

> select suitable accounting policies and then apply them consistently;

> make judgements and estimates that are reasonable and prudent;

> state whether applicable accounting standards have been followed, subject to any material departures disclosed and
explained in the financial statements; and

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

The Directors are responsible for maintaining proper accounting records, for safeguarding the assets of the Group and
for taking reasonable steps for the prevention and detection of fraud and other irregularities.

The Directors are responsible for ensuring that the Directors’ report and other information included in the annual report
is prepared in accordance with company law in the United Kingdom. They are also responsible for ensuring that the
annual report includes information required by the AIM Rules.

The maintenance and integrity of the web site is the responsibility of the Directors; the work carried out by the auditors
does not involve consideration of these matters and, accordingly, the auditors accept no responsibility for any changes
that may have occurred to the information contained in the financial statements since they were initially presented on the
web site. Legislation in the United Kingdom governing the preparation and dissemination of the financial statements and
other information included in annual reports may differ from legislation in other jurisdictions.
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Report of the Directors continued

Payment policy

The Company acts purely as a holding company and as such is non-trading. Accordingly no payment policy has been
defined. However, the policy for Group trading companies is to set the terms of payment with suppliers when agreeing
the terms of the transaction, to ensure suppliers are aware of these terms so that they abide by them. Group trade
creditors at the year end amounted to 166 days (2003: 222 days) of average supplies for the year, which is consistent
with contractually agreed terms.

Substantial shareholdings
On 10 May 2004 the following shareholders held 3% or more of the issued share capital of the Company:

Percentage
Number of of issued
ordinary shares  ordinary shares

John Dawson 46,685,079 42.1%
Stella Anne Dawson 15,576,323 14.1%
Anthony Richard Booley 6,710,723 6.1%
Chase Nominees Limited 9,164,675 8.3%
Morstan Nominees Limited 5,532,399 5.0%
Pershing Keen Nominees Limited 4,023,579 3.6%

Transition to International Financial Reporting Standards (IFRS)

The Group is in the process of preparing to convert to IFRS in time for application to the 2006 results. A project team
has been established to identify the effects of differences between UK and IFRS GAAP This process is currently ongoing
and will continue as new standards and amendments to existing standards evolve. During the year ending 28 February
2005 Alliance Pharma plc will begin to run a separate internal IFRS financial reporting consolidation.

Disabled employees

Applications for employment by disabled persons are fully considered, bearing in mind the aptitudes of the applicant
concerned. In the event of members of staff becoming disabled, every effort is made to ensure that their employment
with the Group continues and that appropriate training is arranged. It is the policy of the Group that the training, career
development and promotion of disabled persons should, as far as possible, be identical to that of other employees.

Employee information and consultation
The Group continues to involve its staff in the future development of the business. Information is provided to employees
through the Group web site, intranet site and by regular briefing meetings.

The Group operates a Group Personal Pension Plan and a Stakeholder Pension Plan available to all employees.

Going concern

After making enquiries, the Directors have formed a judgement that there is reasonable expectation that the Group has
adequate resources to continue in operational existence for the foreseeable future. For this reason, the Directors continue
to adopt the going concern basis in preparing the financial statements.

Auditors
Grant Thornton offer themselves for reappointment as auditors in accordance with section 385 of the Companies Act 1985.

On behalf of the Board

John Dawson
Director
10 May 2004
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Corporate Governance

Introduction

The Board of Alliance Pharma plc is committed to achieving good standards of corporate governance, integrity and
business ethics for all activities. Under the rules of the Alternative Investment Market, the Group is not required to comply
with the Combined Code (1998). However, the Group has taken steps to comply with the Combined Code (1998) in

so far as it can be applied practically, given the size of the Group and the nature of its operations.

Audit Committee

The Audit Committee consists of the non-executive directors with Michael R B Gatenby as chairman. The committee will
meet at least twice a year, linked to the timing of the publication of the Group's results. The committee will also meet on
an ad hoc basis when necessary.

The external auditors attend the meeting.

The committee operates within specific terms of reference which include:

considering the appointment of external and internal auditors;

reviewing the relationship with external auditors;

reviewing the financial reporting and internal control procedures;

reviewing the management of financial matters and focusing upon the independence and obijectivity

of the external auditors;

> reviewing the consistency of accounting policies both on a year to year basis and across the Company/Group.

VvV V VYV

Remuneration Committee
The members of the Remuneration Committee are:

Paul Ranson (Chairman of the Remuneration Committee).

Michael R B Gatenby

The Company Secretary of the Company, Madeleine Scott, attends the meetings of the Remuneration Committee as
secretary to the Remuneration Committee. The Chief Executive Officer of the Company, J Dawson, may also be invited to
attend certain meetings of the Remuneration Committee.

Role of the Remuneration Committee

The Remuneration Committee reviews and determines on behalf of the Board and shareholders of the Company the pay,
benefits and other terms of service of the executive directors of the Company and the broad pay strategy with respect to
senior Company employees.

Transitional period and establishment of the Remuneration Committee

The Company became an AlM-listed company on 23 December 2003 as a result of reversal of the Alliance
Pharmaceuticals Limited into an AIM-listed company Peerless Technology Group PLC (‘Peerless’). The directors of Peerless
were as set out in the Directors’ Report. In view of this timing the Remuneration Committee has considered the
remuneration policy for the current year.

Best practice

As the Company is AIM-listed the Company is not legally required to set out its remuneration policy but is doing so on a
voluntary basis. To the extent that such principles are relevant to the current circumstances of the Company, the provisions
of inter alia the Directors’ Remuneration Report Regulations 2002 and the Combined Code are taken into account.

Remuneration policy
The obijective of the Company’s remuneration policy is to aftract and retain the directors and senior executives needed to
run the Company in a cost-effective manner.
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Corporate Governance continued

The remuneration policy of the Company has four principal components:

> Basic Salaries and Benefits in Kind — Basic salaries are determined by the Remuneration Committee bearing in mind
the salaries paid in AIM-listed and other small cap health care companies. Within that frame of reference, it is
intended that pay should be at or attain the median level. Other benefits in kind include the provision of company
cars (or a salary alternative).

> Bonuses — Bonuses are payable according to the achievement by the Company of certain pre-determined Company
targets including earnings (EBITA), sales growth targets and product development milestones. The level of bonuses
payable on achievement of the targets is set at the level perceived necessary to provide the necessary incentives for
executive directors and senior managers. There are appropriate adjustments to the bonus payable in the event of
over- or under-achievement of the Company against those targets. In the light of the size and ‘collegiate’ nature of
the current executive team it is not proposed at this stage to set personal performance criteria for these purposes
save that the amount of bonus paid will reflect any substantial periods of absence or unavailability of the employee.

> Share Options Scheme — The Company has in place a share option scheme covering all employees, under which to
date no share options have been granted. The share option scheme is overseen by the Remuneration Committee
which shall defermine the terms under which eligible individuals may be invited to participate. It is intended that the
scheme should be an approved scheme but may be unapproved in relation to certain individuals.

> Pensions — There is a defined contribution scheme for all executive directors and employees. Benefits in kind are not
pensionable.

Directors’ remuneration
The particulars of the remuneration of the Directors and their interests are as set out in the Directors’ Report.

Directors’ service contracts
All executive Directors are employed under service contracts. The services of all executive Directors may be terminated by
the provision of a maximum of 12 months’ notice by the Company.
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Report of the Independent Auditors to the
Members of Alliance Pharma plc

We have audited the financial statements of Alliance Pharma plc for the period ended 29 February 2004 which comprise
the principal accounting policies, the consolidated profit and loss account, the balance sheets, the consolidated cash
flow statement and notes 1 to 28. These financial statements have been prepared under the accounting policies set out
therein.

This report is made solely to the Company’s members, as a body, in accordance with Section 235 of the Companies Act
1985. Our audit work has been undertaken so that we might state to the Company’s members those matters we are
required to state to them in an auditors’ report and for no other purpose. To the fullest extent permitted by law, we do
not accept or assume responsibility to anyone other than the Company and the Company’s members as a body, for our
audit work, for this report, or for the opinions we have formed.

Respective responsibilities of the Directors and auditors
The Directors’ responsibilities for preparing the Annual Report and the financial statements in accordance with United
Kingdom law and accounting standards are set out in the statement of Directors’ responsibilities in the Directors’ report.

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory requirements and
United Kingdom auditing standards.

We report fo you our opinion as to whether the financial statements give a true and fair view and are properly prepared
in accordance with the Companies Act 1985. We also report to you if, in our opinion, the Directors’ report is not
consistent with the financial statements, if the Company has not kept proper accounting records, if we have not received
all the information and explanations we require for our audit, or if information specified by law regarding Directors’
remuneration and fransactions with the Company is not disclosed.

We read other information contained in the Annual Report including the Corporate Governance statement and consider
whether it is consistent with the audited financial statements. This other information comprises only the Directors’ report,
the Chairman’s statement, the Financial review and the Corporate Governance statement. We consider the implications
for our report if we become aware of any apparent misstatements or material inconsistencies with the financial
statements. We are not required to consider whether the Board’s statements on internal control cover all risks and
controls, or form an opinion as to the effectiveness of the Group’s corporate governance procedures or its risks and
control procedures. Our responsibilities do not extend to any other information.

Basis of opinion

We conducted our audit in accordance with United Kingdom auditing standards issued by the Auditing Practices Board.
An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial
statements. It also includes an assessment of the significant estimates and judgements made by the Directors in the
preparation of the financial statements, and of whether the accounting policies are appropriate to the Group’s
circumstances, consistently applied and adequately disclosed.

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

Opinion

In our opinion the financial statements give a true and fair view of the state of the affairs of the Company and the Group
as at 29 February 2004 and of the loss for the Group for the year then ended and have been properly prepared in
accordance with the Companies Act 1985.

AURgTes

Grant Thornton
Registered Auditors
Chartered Accountants
Bristol

10 May 2004
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Principal Accounting Policies

Basis of preparation

The financial statements have been prepared in accordance with applicable United Kingdom accounting standards and
under the historical cost convention except for the adoption of reverse acquisition accounting, described below, which
constitutes a true and fair override departure from United Kingdom accounting standards.

The principal accounting policies of the Group are set out below. They remain unchanged from the previous year except
for the adoption of reverse acquisition accounting described below.

Basis of consolidation

The Group financial statements consolidate those of the Company and its subsidiary undertakings (see note 8) drawn up
to 29 February 2004. Acquisitions of subsidiaries are dealt with by the acquisition method of accounting except for the
reverse takeover fransaction detailed below.

On 23 December 2003 the Company, then named Peerless Technology Group plc, became the legal parent company
of Alliance Pharmaceuticals Limited in a share-for-share transaction. Due to the relative values of the companies, the
former Alliance Pharmaceuticals Limited shareholders became the majority shareholders with 67 per cent of the enlarged
share capital. Following the transaction the Company’s continuing operations and executive management were those of
Alliance Pharmaceuticals Limited. Accordingly, the substance of the combination was that Alliance Pharmaceuticals
Limited acquired Peerless Technology Group plc in a reverse acquisition. As part of the business combination Peerless
Technology Group plc changed its name to Alliance Pharma plc and extended its accounting reference date to 29
February 2004 from 31 December 2003.

The Companies Act 1985, FRS 6 and FRS 7 would normally require the Company’s consolidated accounts to follow the
legal form of the business combination. In that case the pre-acquisition results would be those of Peerless Technology plc
and its subsidiary undertakings, which would exclude Alliance Pharmaceuticals Limited. The results of Alliance
Pharmaceuticals Limited would then be included in the Group from 23 December 2003. However, this would portray the
combination as an acquisition of Alliance Pharmaceuticals Limited by Peerless Technology Group plc and would, in the
opinion of the Directors, fail to give a true and fair view of the substance of the business combination. Accordingly, the
Directors have adopted reverse acquisition accounting as the basis of consolidation in order to give a true and fair view.

In invoking the true and fair override the Directors note that reverse acquisition accounting is endorsed under
International Financial Reporting Standard 3. Furthermore, the Urgent Issues Task Force of the UK’s Accounting
Standards Board considered the subject and concluded that there are instances where it is right and proper to invoke
the true and fair override in such a way.

As a consequence of applying reverse acquisition accounting, the results for the Group for the year ended 29 February
2004 comprise the results of Alliance Pharmaceuticals Limited for its year ended 29 February 2004 plus those of Peerless
Technology Group plc from 23 December 2003, the date of the reverse acquisition, to 29 February 2004. The
comparative figures for the Group are those of Alliance Pharmaceuticals Limited for the year ended 28 February 2003.
The figures in the profit and loss account for the Parent Company are those of Peerless Technology Group plc for the
fourteen month period ending 29 February 2004, the comparatives being for the year ending 31 December 2002. As
set out in note 23, goodwill amounting to £843,171 arose on the difference between the sum of the fair value of
Peerless Technology Group plc’s share capital and the costs of acquisition and, the fair value of its net assets at the
reverse acquisition date. The goodwill has been written off in the year ended 29 February 2004 because Peerless
Technology Group plc had no continuing business and therefore the goodwill has no intrinsic value.

The effect on the consolidated financial statements of adopting reverse acquisition accounting, rather than following
the legal form, are widespread. However, the following table indicates the principal effect on the composition of the
consolidated reserves.
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Principal Accounting Policies continued

Reverse Impact of
acquisition Normal reverse
accounting acquisition acquisition

(as disclosed) accounting accounting

Note £ £ £

Called up share capital 16 1,107,939 1,107,939 -
Share premium account 17 5,214,638 5,214,638 -
Merger reserve - 10,937,500  (10,937,500)
Other reserve 17 (329,349) - (329,349)
Profit and loss account 17 (3,769,122) (2,424,152) (1,344,970)

2,224,106 14,835,925 (12,611,819)

Goodwill

Goodwill arising on consolidation and purchased goodwill, representing the excess of the fair value of the consideration
given over the fair values of the identifiable net assets acquired, is capitalised and is amortised on a straight line basis
over its estimated useful economic life of 20 years (2003: 10 years).

Following a review of the commercial longevity of products acquired to which purchased goodwill relates, the estimated
useful economic life of purchased goodwill has been extended. Based on industry experience and future expectations
the Directors have concluded that the value of purchased goodwill is supported over a 20 year life from the date of
acquisition. The effect of this change in estimate is a reduction in the amortisation charged in the year to 29 February
2004 of £226,743.

Goodwill arising on the reverse acquisition of Peerless Technology Group plc has been written off to the profit and loss
account for the reasons explained above.

Purchased technical know how, trade marks and distribution rights
Purchased technical know how, trade marks and distribution rights are valued at cost less accumulated amortisation.

Amortisation is calculated to write off the cost in equal annual instalments over its estimated useful economic life of 20
years (2003: 10 years).

The Directors have extended the estimated useful economic lives of purchased technical know-how, trade marks and
distribution rights from 10 years to 20 years following a review of the expected future contributions generated by the
products acquired to which they relate. The effect of this change in estimate is a reduction in the amortisation charged
in the year to 29 February of £854,886.

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

Development expenditure is written off to the profit and loss account in the year in which it is incurred unless the
Directors are satisfied as to the technical, commercial and financial viability of individual projects. In this situation,
the expenditure is deferred and amortised over the period during which the Group is expected to benefit.

Tangible fixed assets and depreciation

Tangible fixed assets are included at cost, net of depreciation. Depreciation is calculated to write down the cost less
estimated residual value of all tangible fixed assets, other than freehold land, over their estimated useful economic lives.
The rates generally applicable are:

Computer equipment 33.3% per annum, straight line
Fixtures, fittings and equipment 16.67% — 25% per annum, straight line
Motor vehicles 25% per annum, straight line



20 Alliance Pharma plc
Annual Report & Accounts 2004

Principal Accounting Policies continued

Investments
Investments are included at cost less provision for diminution in value.

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

Deferred taxation

Deferred tax is recognised on all timing differences where the transactions or events that give the Group an obligation to
pay more tax in the future, or a right to pay less tax in the future, have occurred by the balance sheet date. Deferred tax
assets are recognised where it is more likely than not that they will be recovered. Deferred tax is measured using rates of
tax that have been enacted or substantively enacted by the balance sheet date.

Turnover
Turnover is the total amount receivable by the Group for goods supplied and services provided, net of VAT
and trade discounts.

Retirement benefits
Defined contribution pension scheme.

The pension costs charged against profits are the contributions payable to individual policies in respect of the
accounting period.

Leased assets

Assets held under finance leases are capitalised in the balance sheet and depreciated over their estimated useful
economic lives. The interest element of leasing payments represents a constant proportion of the capital balance
outstanding and is charged to the profit and loss account over the period of the lease. All other leases are regarded as
operating leases and the total payments made under them are charged to the profit and loss account on a straight line
basis over the lease term.

Foreign currency translation

Monetary assets and liabilities denominated in foreign currencies are translated into sterling at the rates of exchange
ruling at the balance sheet date. Transactions in foreign currencies are recorded at the rate ruling at the date of the
transaction. All differences are taken to the profit and loss account.

Financial instruments
Income and expenditure arising on financial instruments is recognised on an accruals basis, and credited or charged to
the profit and loss account in the financial period to which it relates.

Interest differentials, under which the amounts and periods for which interest rates on borrowings are varied, are
reflected as adjustments to inferest payable.
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Consolidated Profit and Loss Account

for the year ended 29 February 2004

Year ended
29 February Year ended Year ended Year ended
2004 29 February 29 February 28 February
Pre- 2004 2004 2003
exceptional Exceptional Total (restated)
Note £ £ £ £
Turnover
Continuing operations 10,387,967 - 10,387,967 8,327,497
Acquisitions (Dermapharm Limited) 28,069 - 28,069 -
1 10,416,036 - 10,416,036 8,327,497
Cost of sales
Continuing operations (5,356,824) - (5,356,824) (4,686,926)
Acquisitions (Dermapharm Limited) (20,355) - (20,355) -
(5,377,179) - (5,377,179) (4,686,926)
Gross profit
Continuing operations 5,031,143 - 5,031,143 3,640,571
Acquisitions (Dermapharm Limited) 7,714 - 7,714 -
5,038,857 - 5,038,857 3,640,571
Operating expenses
Continuing operations
Administrative and marketing expenses (2,326,509) - (2,326,509) (1,553,283)
Amortisation of goodwill and intangible assets (902,370) - (902,370) (1,400,062)
(3,228,879) - (3,228,879) (2,953,345)
Acquisitions
Administrative expenses (Peerless) (258,102) - (258,102) -
Amortisation of consolidation goodwill 1 (4,704) (843,171) (847,875) -
(262,8006) (843,171)  (1,105,977) -
Operating profit
Continuing operations 1,802,264 - 1,802,264 687,226
Acquisitions (255,092) (843,171)  (1,098,263) -
1,547,172 (843,171) 704,001 687,226
Net interest payable and similar charges
Net interest and similar charges (1,502,058) - (1,502,058) (1,418,439)
Other finance charges (9,268) (1,345,181) (1,354,449) -
2 (1,511,326) (1,345,181) (2,856,507) (1,418,439)
Loss on ordinary activities before taxation 35,846 (2,188,352) (2,152,506) (731,213)
Tax on loss on ordinary activities 4 - 197,856 197,856 (992)
Loss transferred to reserves 17 35,846 (1,990,496) (1,954,650) (732,205)
(Loss)/earnings per share
Basic (pence) 5 (2.44) (1.00)
Adjusted (pence) 5 1.18 0.92

The results for the year ending 28 February 2003 have been restated due to the reclassification of goodwill amortisation
charges from cost of sales to operating expenses in order to provide a fairer reflection of the gross profits generated by

the underlying trade.

There were no recognised gains or losses other than the loss for the financial year.

The accompanying accounting policies and notes form an integral part of these financial statements.
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Company Profit and Loss Account
for the 14 months ended 29 February 2004

14 months ended Year ended

29 February 31 December

2004 2002

Note £ £

Turnover - _
Administrative expenses (390,639) (150,734)
Operating loss (390,639) (150,734)
Net interest 2 (34,120) 80,260
Loss on ordinary activities before taxation (424,759) (70,474)
Tax on loss on ordinary activities 4 - _
Loss transferred to reserves 17 (424,759) (70,474)

The figures in the Company profit and loss account included above are those of Peerless Technology Group plc.

There were no recognised gains and losses other than the loss for the financial year.

The accompanying accounting policies and notes form an integral part of these financial statements.
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Consolidated Balance Sheet
at 29 February 2004

At 29 February At 29 February At 28 February At 28 February

2004 2004 2003 2003
Note £ £ £ £
Fixed assets
Intangible assets 6 17,987,603 16,837,453
Tangible assets 7 147,853 214,409
18,135,456 17,051,862
Current assets
Stocks 9 1,739,516 1,928,180
Debtors 10 1,984,093 1,629,647
Cash at bank and in hand 4,579,197 206,182
8,302,806 3,764,009
Creditors: amounts falling due within one year 1 (5,462,778) (5,136,259)
Net current assets/(liabilities) 2,840,028 (1,372,250)
Total assets less current liabilities 20,975,484 15,679,612
Creditors: amounts falling due after more 12 (18,751,378) (15,674,895)
than one year
Provisions for liabilities and charges 14 - (197,856)
2,224,106 (193,139)
Capital and reserves
Called up share capital 16 1,107,939 281,182
Share premium account 17 5,214,638 6,818
Other reserve 7 (329,349) -
Profit and loss account 17 (3,769,122) (481,139)
Shareholders’ funds — equity interests 18 2,224,106 (193,139)

The financial statements were approved by the Board of Directors on 10 May 2004.

;] r"\P_;I”""'_ Ton

/

John Dawson Madeleine Scott
Director Director

The accompanying accounting policies and notes form an integral part of these financial statements.
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Company Balance Sheet
at 29 February 2004

At 29 February

At 29 February At 31 December At 31 December

2004 2004 2002 2002
Note £ £ £ £
Fixed assets
Investment in subsidiary 8 1,338,754 -
Current assets
Debtors 10 11,415,295 13,791
Cash at bank and in hand 210,077 2,246,537
11,625,372 2,260,328
Creditors: amounts falling due within one year 1 (82,916) (24,379)
Net current liabilities 11,542,456 2,235,949
Total assets less current liabilities 12,881,210 2,235,949
Creditors: amounts falling due after more 12 (7,090,810) -
than one year
5,790,400 2,235,949
Capital and reserves
Called up share capital 16 1,107,939 149,625
Share premium account 17 5,214,638 2,193,742
Profit and loss account 17 (532,177) (107,418)
Equity shareholders’ funds 5,790,400 2,235,949
The financial statements were approved by the Board of Directors on 10 May 2004.

; ) J o Fon

/

John Dawson Madeleine Scott
Director Director

The accompanying accounting policies and notes form an infegral part of these financial statements.
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Consolidated Cash Flow Statement
for the year ended 29 February 2004

Year ended Year ended
29 February 28 February
2004 2003
Note £ £
Net cash inflow from operating activities 19 2,112,318 2,089,251
Returns on investments and servicing of finance
Interest received 35,446 4,352
Interest paid and similar charges (1,562,879) (1,083,826)
Loan redemption premiums paid (1,185,181) -
Finance issue costs paid (416,125) -
Other finance charges paid (160,000)
Hire purchase interest paid (2,848) -
Net cash outflow for returns on investments and servicing of finance (3,291,587) (1,079,474)
Taxation - (33,177)
Capital expenditure
Purchases of intangible assets (928,155) (12,134,688)
Purchases of tangible assets (16,694) (101,703)
Receipts from sales of tangible assets - 7,499
Net cash outflow for capital expenditure (944,849) (12,228,892)
Acquisitions
Purchase of subsidiary undertakings (1,233,435) -
Net cash acquired with subsidiary undertakings 2,213,664 -
Net cash inflow from acquisitions 980,229 -
Financing
Issue of shares 3,309,514 -
Warrant buy-back (1,333,333) -
Receipts from borrowings 9,960,000 14,297,520
Repayment of borrowings (6,393,312) (2,454,415)
Capital element of hire purchase contracts (25,965) (24,873)
Net cash inflow from financing 5,516,904 11,818,232
Increase in cash in the year 20 4,373,015 565,940

The accompanying accounting policies and notes form an integral part of these financial statements.
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Notes to the financial statements

for the year ended 29 February 2004

1. Turnover and loss on ordinary activities before taxation

Turnover and loss on ordinary activities before taxation are attributable to the one principal activity of the Group and
originate entirely from the United Kingdom. An analysis of turnover by destination is given below:

Turnover
Year ended Year ended
29 February 28 February
2004 2003
£ £
United Kingdom 7,873,909 7,149,047
Rest of European Union 2,542,127 1,178,450
10,416,036 8,327,497
Loss on ordinary activities is stated after:
The Group The Company
Year ended Year ended 14 months ended Year ended
29 February 28 February 29 February 31 December
2004 2003 2004 2002
£ £ £ £
Auditors” remuneration
— audit services 18,500 10,000 7,000 10,000
— non-audit services 146,870 17,974 139,870 -
Amortisation of intangible assets 907,074 1,400,062 - -
Exceptional item — Amortisation of goodwill acquired 843,171 - - -
in reverse takeover (note 23)
Depreciation of tangible assets 83,250 67,205 - -
Operating lease rentals 40,839 41,469 - -
Profit on disposal of fixed assets - (1,729) - -
Profit on foreign exchange transactions (7,488) (13,881) - -

Included within non-audit services are tax compliance fees of £7,000 and corporate finance fees in connection with the

reverse takeover of £139,870.

2. Net interest payable and other charges

The Group The Company

Year ended Year ended 14 months ended Year ended
29 February 28 February 29 February 31 December
2004 2003 2004 2002
£ £ £ £

(a) Net interest and similar charges (normal)
Exchange gain/(loss) on long term loan 28,223 (338,965) - -
On loans and overdrafts (1,562,879) (1,080,623) (89,426) -
Interest receivable and similar income 35,446 4,352 62,241 80,260
Hire purchase interest (2,848) (3,203) - -
Finance issue costs (9,268) - (6,935) -
(1,511,326) (1,418,439) 34,120 80,260

(b) Other finance charges (exceptional)

Costs of debt refinancing (160,000) - - -
Loan redemption premiums (1,185,181) - - -
(1,345,181) - - -
(2,856,507) (1,418,439) (34,120) 80,260
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3. Directors and employees
Staff costs during the year were as follows:

The Group The Company
Year ended Year ended 14 months ended Year ended
29 February 28 February 29 February 31 December
2004 2003 2004 2002
£ £ £ £
Wages and salaries 541,626 470,468 110,000 60,000
Social security costs 82,081 54,081 7,000 7,000
Other pension costs 31,864 38,188 - -
655,571 562,737 117,000 67,000

Directors’ remuneration for the Group includes amounts in respect of the Directors of Alliance Pharmaceuticals Limited
for the year ended 29 February 2004. Directors’ remuneration for the Company includes amounts in respect of the
directors of Peerless Technology Group plc relating to the period from 1 January 2003 to 23 December 2003, the date
of the reverse takeover. None of the new Group directors disclosed in the Directors’ report received remuneration from
Peerless Technology Group plc prior to the reverse takeover.

The average number of employees of the Group during the year was:

The Group The Company
Year ended Year ended 14 months ended Year ended
29 February 28 February 29 February 31 December
2004 2003 2004 2002
£ £ £ £
Management and administration 13 11 4 4
Remuneration in respect of Directors was as follows:
The Group The Company
Year ended Year ended 14 months ended Year ended
29 February 28 February 29 February 31 December
2004 2003 2004 2002
£ £ £ £
Emoluments for qualifying services 323,921 228,354 60,000 60,000
Company pension contributions to money purchase schemes 13,738 17,665 - -
337,659 246,019 60,000 60,000
The amounts set out above include remuneration in respect of the highest paid Director as follows:
The Group
Year ended Year ended
29 February 28 February
2004 2003
£ £
Emoluments for qualifying services 134,094 117,706
Company pension contributions to money purchase schemes 10,000 17,665
144,094 135,371

During the year contributions were paid to money purchase schemes for 2 Directors (2003: 1).

During the year no Directors (2003: no Director) were either granted or exercised share options in Alliance Pharma plc
(formally Peerless Technology Group plc).
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4. Tax on loss on ordinary activities
The tax charge represents:

The Group The Company

Year ended Year ended 14 months ended Year ended

29 February 28 February 29 February 31 December

2004 2003 2004 2002

£ £ £ £

United Kingdom corporation tax at 30% (2003: 30%) - - - -

Adjustment for prior years - 52,823 - -

Current tax charge - 52,823 - -
Deferred tax

Origination and reversal of timing differences 197,856 (11,147) - -

Adjustment for prior years - (42,668) - -

Deferred tax credit/(charge) 197,856 (53,815) - -

Tax credit/(charge) on loss on ordinary activities 197,856 (992) - -

The tax assessed for the year is higher than the standard rate of corporation tax in the United Kingdom of 30% (2003:
30%). The differences are explained as follows:

The Group The Company
Year ended Year ended 14 months ended Year ended
29 February 28 February 29 February 31 December
2004 2003 2004 2002
£ £ £ £
Profit on ordinary activities before tax (2,152,506) (731,213) (424,759) (70,474)
Profit on ordinary activities multiplied by standard
rate of corporation tax in the United Kingdom of
30% (2003: 30%) (645,752) (219,364) (127,428) (21,142)
Effect of:
Non deductible expenses 64,404 128,448 54,911 -
Additional deductions allowed (164,057) - - -
Capital allowances in excess of
depreciation/(depreciation in excess of
capital allowances) (64,047) 7,043 - -
Increase in losses to carry forward 607,750 - 72,517 21,142
Deferred revenue expenditure deductible (30,000) - - -
Adjustments to previous periods - (52,823) - -
Chargeable disposals - (519) - —
Other tax adjustments 231,702 84,392 - —
Current tax for the year - (52,823) - -

5. (Loss)/earnings per share

The basic loss per share is based on equity losses of £1,954,650 (2003: £732,205) and 79,973,248 (2003:
72,916,667) ordinary shares at 1p each, being the average number of shares in issue during the year. The weighted
average number of ordinary shares for the year ended 29 February 2004 assumes that the 72,916,667 ordinary shares
issued in relation to the reverse acquisition of Alliance Pharma plc (formally Peerless Technology Group plc) existed for
the entire year. Alliance Pharma plc shares have been included since 23 December 2003, the date of the reverse
takeover, and all other shares have been included in the computation based on the weighted average number of days
since issuance. The weighted average number of ordinary shares for the year ended 28 February 2003 is assumed to be
equal to the 72,916,667 ordinary shares issued in relation to the reverse acquisition.

There are currently no dilutive potential ordinary shares.
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5. (Loss)/earnings per share continued

An adjusted earnings per share has been disclosed in order to show performance undistorted by amortisation,
one-off finance charges and a reversal of deferred tax. The adjusted earnings per share is based on equity earnings
of £942,920 (2003: £667,857), after adding back amortisation, one-off finance charges and the reversal of
deferred tax.

Basic
Year ended Year ended
29 February 28 February
2004 2003
P p
Loss per share (2.44) (1.00)
Effect of eliminating amortisation, one-off finance charges and reversal of deferred tax 3.62 1.92
Adjusted earnings per share 1.18 0.92
6. Intangible fixed assets
Trademarks and Goodwill
Purchased Technical distribution Development arising on
goodwill know how rights costs consolidation Total
The Group £ £ £ £ e £
Cost
At 1 March 2003 3,528,314 12,397,256 3,162,338 - - 19,087,908
Additions 11,375 76,976 352,694 487,110 1,972,240 2,900,395
At 29 February 2004 3,539,689 12,474,232 3,515,032 487,110 1,972,240 21,988,303
Amortisation
At 1 March 2003 715,438 1,234,851 300,166 - - 2,250,455
Provided in the year 155,159 587,130 160,081 - 847,875 1,750,245
At 29 February 2004 870,597 1,821,981 460,247 - 847,875 4,000,700
Net book amount
At 29 February 2004 2,669,092 10,652,251 3,054,785 487,110 1,124,365 17,987,603
At 28 February 2003 2,812,876 11,162,405 2,862,172 - - 16,837,453

Additions to goodwill arising on consolidation relate to acquisitions as detailed in note 23. Additions to purchased
goodwill relate to deferred, contingent consideration paid in relation to previous acquisitions.
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7. Tangible fixed assets
Fixtures,

Computer fittings and Motor
equipment equipment vehicles Total
The Group £ £ £ £
Cost
At 1 March 2003 103,746 200,141 92,046 395,933
Additions 10,107 6,587 - 16,694
At 29 February 2004 113,853 206,728 92,046 412,627
Depreciation
At 1 March 2003 81,695 75,114 24,715 181,524
Provided in the year 18,963 41,275 23,012 83,250
At 29 February 2004 100,658 116,389 47,727 264,774
Net book amount
At 29 February 2004 13,195 90,339 44,319 147,853
At 28 February 2003 22,051 125,027 67,331 214,409
The figures stated above include assets held under hire purchase contracts as follows:
Motor
vehicles
Net book amount £
At 29 February 2004 44,319
At 28 February 2003 67,331
Depreciation provided in the year 23,012
8. Fixed asset investments
The Company £
Investment in subsidiary undertakings
Cost
At 1 January 2003 -
Additions 1,338,754
At 29 February 2004 1,338,754

Additions relate to the purchase of 100% of the equity share capital of Alliance Pharmaceuticals Limited.
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8. Fixed asset investments continued

The principal undertakings, where the Group held 20% or more of the equity share capital at 29 February 2004, are

shown below:

Country of registration Shares held
Company or incorporation Class % Nature of business
Subsidiary undertakings:
Alliance Pharmaceuticals Limited United Kingdom Ordinary 100 Pharmaceutical sales
Dermapharm Limited United Kingdom Ordinary 100 Pharmaceutical sales
Alliance Health Limited United Kingdom Ordinary 100 Dormant
Alliance Consumer Health Limited United Kingdom Ordinary 100 Dormant
Alliance Generics Limited United Kingdom Ordinary 100 Dormant
Alliance Healthcare Limited United Kingdom Ordinary 100 Dormant

All subsidiary undertakings prepare accounts to 29 February except Dermapharm Limited which prepares its accounts to
31 December. All subsidiary undertakings are registered in England and Wales.

Alliance Pharmaceuticals Limited is the only investment held by the Parent Company. All other investments are held by

the Group.
9. Stocks
At 29 February At 28 February
2004 2003
The Group £ £
Finished goods and goods for resale 1,739,516 1,928,180

10. Debtors

The Group The Company

At 29 February At 28 February At 29 February At 31 December
2004 2003 2004 2002
£ £ £ £
Trade debtors 1,676,740 1,510,218 - -
Amounts owed by Group undertakings - - 11,410,066 -
Other debtors 63,970 36,250 5,229 13,791
Prepayments and accrued income 243,383 83,179 - -
1,984,093 1,629,647 11,415,295 13,791

11. Creditors: amounts falling due within one year

The Group The Company

At 29 February At 28 February At 29 February At 31 December
2004 2003 2004 2002
£ £ £ £
Bank loans and overdrafts 2,002,300 1,914,917 - -
Net obligations under finance lease and hire purchase contracts 27,743 25,966 - -
Trade creditors 2,707,634 2,846,785 - 270
Corporation tax 14,167 - - -
Toxes and social security costs 64,504 168,266 2,152 2,500
Accruals and deferred income 528,536 180,325 73,666 11,750
Other creditors 117,894 - 7,098 9,859
5,462,778 5,136,259 82,916 24,379
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12. Creditors: amounts falling due after more than one year

The Group The Company

At 29 February At 28 February At 29 February At 31 December

2004 2003 2004 2002

£ £ £ £

Bank loans 11,460,568 15,647,153 - -

Net obligations under finance lease contracts and hire - 27,742 - -
purchase agreements

Other creditors 200,000 - - -

Convertible unsecured loan stock 7,090,810 - 7,090,810 -

18,751,378 15,674,895 7,090,810 -

Included in other creditors for the Group is £308,026 (2003: £nil), of which £108,026 (2003: £nil) falls due within
one year, that relates to deferred consideration on the acquisition of Dermapharm Limited. This is payable in one
sum during the next financial year. The balance of £200,000 also relates to deferred consideration on the acquisition
of Dermapharm Limited and is payable in equal annual instalments over a nine year period commencing on

9 February 2006.

Amounts due under finance lease contracts shown above fall due between one and two years and are secured on the

assets to which they relate.

The bank loans are secured by a fixed and floating charge over the Company and Group's assets.

The loan stock is convertible into ordinary shares at any time between the date of issue and 30 November 2013,
unconditionally and at the option of the note holder. The conversion rate is £4.7619 nominal of Ordinary share capital
for every £100 nominal of loan stock. Interest is charged on the loan stock at a fixed rate of 8% per annum.

13. Financial instruments

The Group uses financial instruments comprising borrowings, some cash and liquid resources, and various items such as
trade debtors and trade creditors that arise directly from its operations. The main purpose of these financial instruments

is fo raise finance for the Group's operations.

The Group also has a bank facility denominated in euros. The purpose of this facility is to manage the currency risk
arising from the Group’s operations. The main risks arising from the Group's financial instruments are interest rate risk,
foreign currency risk and liquidity risk. The Board reviews and agrees policies for managing each of these risks and they

are summarised below. These policies have remained unchanged from previous years.

Short-term debtors and creditors

Short-term debtors and creditors have been excluded from all the following disclosures other than currency risk

disclosures.

Interest rate risk
The Group finances its operations through a mixture of debt and equity.
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13. Financial instruments continued
The interest rate exposure of the financial liabilities of the Group as at 29 February 2004 was:

Fixed Floating Total
£ £ £

2004
Sterling* 13,967,106 3,350,000 17,317,106
Euro 3,811,172 - 3,811,172
17,778,278 3,350,000 21,128,278

2003
Sterling 10,776,814 2,500,000 13,276,814
Euro 4,338,965 - 4,338,965

15,115,779 2,500,000 17,615,779

* The value of fixed rate financial liabilities shown above does not include unamortised issue costs of £546,858 which are included in the book values
shown in the maturity analysis below.

Fixed rate financial liabilities

Weighted average fixed rate Weighted average period
% for which rate is fixed
2004
Sterling 6.00 5.50 years
2003
Sterling 4.66 3.41 years

The floating rate borrowings bear interest at rates based on LIBOR. The fixed rate borrowings relate to bank debt on
which inferest rates swaps have been taken out, convertible unsecured loan stock and hire purchase contracts.

The Group balance sheet also includes material financial assets in the form of Cash at bank and in hand totalling
£4,579,197 (2003: £206,182) which are exposed to floating interest rates based on LIBOR.

Currency risk

The Group is exposed to transaction foreign exchange risk. The Group seeks to hedge its exposures using a bank
facility denominated in euros, with the objective of minimising fluctuations in exchange rates on future transactions and
cash flows.

Approximately 24% of the Group's sales are to customers in the EU. These sales are calculated in sterling, but invoiced
in euros. The Group policy is to minimise currency exposures on balances for which seftilement is not anticipated until a
later date through the use of the euro bank facility. All other Group sales are denominated in sterling.

Liquidity risk

The Group seeks to manage financial risk, to ensure sufficient liquidity is available to meet the identifiable needs of the
Group and to invest cash assets safely and profitably. Short-term flexibility is achieved through the use of the bank
overdraft facilities.
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13. Financial instruments continued
Maturity of financial liabilities
The maturity profile of the Group’s financial liabilities at 29 February 2004 is as follows:

At 29 February At 28 February

2004 2003

Hire Bank and Hire Bank and

purchase other loans purchase other loans

£ £ £ £

In one year, or less 27,742 2,002,300 25,966 1,914,917
In more than one year, but not more than two - 2,158,800 27,742 2,100,703
In more than two years, but not more than five - 7,667,568 - 7,487,895
In more than five years - 8,725,010 - 6,058,555
27,742 20,553,678 53,708 17,562,070

Borrowing facilities
The Group had £nil (2003: £nil) undrawn committed borrowing facilities available at 29 February 2004.

The fair value of the financial instruments is not materially different to the book value.

14. Provisions for liabilities and charges

Deferred
taxation
The Group £
At 1 March 2003 197,856
Profit and loss account (197,856)

At 29 February 2004 -

15. Deferred tax

The deferred tax liability comprises:
At 29 February At 28 February

2004 2003

The Group £ £
Accelerated capital allowances 411,992 399,810
Tax losses available (411,992) (201,954)
- 197,856

Deferred tax assets resulting from tax losses in excess of the accelerated capital allowances are not included in these
financial statements in accordance with the Group’s accounting policy.

16. Share capital
Allotted, called Allotted, called

Authorised Authorised and fully paid and fully paid

No. of shares £ No. of shares £

At 1 January 2003 — ordinary shares of 1p each 50,000,000 500,000 14,962,500 149,625
Increase in authorised share capital 150,000,000 1,500,000 - -
Shares issued during the period - — 95,831,403 958,314
At 29 February 2004 - ordinary shares of 1p each 200,000,000 2,000,000 110,793,903 1,107,939

The share capital in the Group balance sheet at 28 February 2003 reflected that of Alliance Pharmaceuticals Limited
prior to the reverse acquisition. This represented 28,118,200 authorised, called up and fully paid B ordinary shares of
1p each.

On 23 December 2003 the Company issued 72,916,667 ordinary shares of 1p each in respect of the reverse
acquisition of Alliance Pharmaceuticals Limited.
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16. Share capital continued

On 23 December 2003 the Company issued 22,914,736 ordinary shares of 1p each in respect of a placing and open
offer at 16p per share. The difference between the nominal value of £229,147 and the total consideration of
£3,666,358 has been credited to the share premium account, net of issue costs of £416,315.

Numis Securities Limited have been granted an option to subscribe for 1,384,924 ordinary shares at an exercise price of
16p. This option is exercisable until 23 December 2008.

Navigator Limited have been granted an option to subscribe for 500,000 ordinary shares at an exercise price of 20p as
part of its remuneration as a provider of consultancy services to the Group. This option may be exercised during the
period of the consultancy plus one year, but not before 23 December 2005 and not after 23 December 2008.

J M Fenn and R M James, who resigned as directors of the Company on 23 December 2003, each have an option to
acquire 62,500 (31 December 2003: 62,500 each) ordinary shares at an exercise price of 20p. These options are
exercisable between 23 March 2004 and 23 June 2004.

There were no other outstanding share options at 29 February 2004.

17. Share premium account and reserves

Share premium Profit and loss

account Other reserve account

The Group £ £ £
At 1 March 2003 6,818 - (481,139)
Reverse acquisition capital adjustment 2,186,924 (329,349) —
Issue of shares 3,020,896 - -
Redemption of warrant - - (1,333,333)
Retained loss for the year - — (1,954,650)
At 29 February 2004 5,214,638 (829,349) (3,769,122)

The comparative figures comprise the accounts of Alliance Pharmaceuticals Limited for the year ended

28 February 2003.

Share Profit

premium and loss

account account

The Company £ £
At 1 January 2003 2,193,742 (107,418)
Issue of shares 3,020,896 -
Retained loss for the year — (424,759)
At 29 February 2004 5,214,638 (532,177)

The balance on the share premium account may not be legally distributed under section 264 of the
Companies Act 1985.

18. Reconciliation of movements in equity shareholders’ funds

Year ended Year ended

29 February 28 February

2004 2003

The Group £ £
Loss for the financial year (1,954,650) (732,205)
Reverse acquisition capital adjustment 1,726,018 -
Redemption of warrant (1,333,333) -
Issue of shares 3,979,210 -
Net increase/(decrease) in equity shareholders’ funds 2,417,245 (732,205)
Equity shareholders’ funds at 1T March 2003 (193,139) 539,066
Equity shareholders’ funds at 29 February 2004 2,224,106 (193,139)

The comparative figures comprise the accounts of Alliance Pharmaceuticals Limited for the year ended 28 February 2003.
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19. Net cash inflow from operating activities

Year ended Year ended
29 February 28 February
2004 2003
£ £
Operating profit 704,001 687,226
Depreciation of tangible fixed assets 83,250 67,205
Amortisation of intangible fixed assets 1,750,245 1,400,062
Profit on disposal of fixed assets - (1,729)
Decrease/(Increase) in stocks 213,361 (253,872)
Increase in debtors (260,649) (720,290)
(Decrease)/Increase in creditors (377,890) 910,649
Net cash inflow from operating activities 2,112,318 2,089,251
20. Reconciliation of net cash flow to movement in net debt
Year ended Year ended
29 February 28 February
2004 2003
£ £
Increase in cash in the year 4,373,015 565,940
Cash inflow from borrowings (3,540,723) (11,865,715)
Cash outflow from loan issue costs paid 416,125 -
Change in net debt resulting from cash flows 1,248,417 (11,299,775)
Non-cash movements 158,955 (338,965)
Net debt at 1 March 2003 (17,409,596) (5,770,856)
Net debt at 29 February 2004 (16,002,224) (17,409,596)
21. Analysis of changes in net debt
At 1 March At 29 February
2003 Cash flow Acquisition Non-cash 2004
£ £ £ £ £
Cash at bank and in hand 206,182 2,159,351 2,213,664 - 4,579,197
Overdraft - - - - -
206,182 2,159,351 2,213,664 - 4,579,197
Debt
Bank loans falling due within one year (1,914,917) (93,324) - 5,941 (2,002,300)
Bank loans falling due after one year (15,647,153) 4,026,636 - 159,949  (11,460,568)
Convertible unsecured loan stock due after one year - (7,083,875) - (6,935)  (7,090,810)
Hire purchase contracts (53,708) 25,965 - (27,743)
(17,409,596) (965,246) 2,213,664 158,955 (16,002,224)

Included in Cash at bank and in hand is an amount of £1,200,000 held in an escrow account, the use of which is
restricted to the payment of interest on the convertible unsecured loan stock.
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22. Major non-cash transactions

During the year the Group received a loan for which issue costs totalling £140,000 have been accrued. No cash has
been paid in respect of these issue costs as at 29 February 2004. Furthermore, capitalised issue costs amortised in the
profit and loss account during the year amount to £9,268.

An exchange gain amounting to £28,223 relating to a bank loan denominated in euros has been recognised during the year.

23. Acquisitions

On 23 December 2003 Alliance Pharmaceuticals Limited completed the reverse acquisition of Peerless Technology
Group plc for consideration of £2,394,000, reflecting the fair value of the 14,962,500 ordinary shares acquired having
a market value of 16p at the date of acquisition and acquisition costs of £609,587. Goodwill arising on the reverse
acquisition and the fair value of the net assets acquired are set out in the following table:

Book and fair value

£

Current assets
Cash at bank 2,169,647
Total assets 2,169,647
Creditors
Other taxes 2,152
Other creditors 7,079
Total liabilities 9,231
Fair value of net assets acquired 2,160,416
Goodwill capitalised 843,171

3,003,587
Satisfied by:
Fair value of shares acquired 2,394,000
Acquisition costs 609,587
Fair value of shares acquired 3,003,587

The goodwill of £843,171 has been written off in the full in the year ended 29 February 2004 because Peerless Technology Group plc
has no continuing business and therefore the goodwill has no intrinsic value.

The profit and loss accounts of Peerless Technology Group plc for the period from 1 January 2003 to 23 December
2003 and the year ended 31 December 2002 are summarised below:

Period to Year to

23 December 2003 31 December 2002

£ £

Turnover _ _
Operating loss (132,537) (150,734)
Net loss before taxation (75,333) (70,474)
Taxation _ _

Net loss after taxation (75,333) (70,474)




