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VERONA PHARMA PLC

Registered office: One Central Square, Cardiff, CF10 1FS, Wales, U.K.

Incorporated in England and Wales with registered no. 5375156

March 22, 2022

Dear Shareholder:

2022 Annual General Meeting of Verona Pharma plc (“AGM”)

This letter, the notice of AGM set out in this document (“Notice”) and associated materials for the AGM are being sent to you because, as of March 15, 2022 (being the latest practicable date before the circulation of this document), you are registered as a holder of voting ordinary shares in the register of members of Verona Pharma plc (the “Company”). However, this letter, the Notice and associated materials will also be available to holders of American Depositary Shares (“ADSs”) and contain information relevant to holders of ADSs.

I confirm that our AGM will be held on Wednesday, April 27, 2022 at 2:00 p.m. British Summer Time at the offices of Shakespeare Martineau at 60 Gracechurch Street, London, EC3V 0HR, United Kingdom. The Notice is set out in this document and it contains the resolutions to be proposed at the AGM.

Action to be taken by holders of ordinary shares in the Company

If you are a holder of ADSs, please ignore this section and refer instead to the section below

— “Holders of American Depositary Shares”.

Shareholders are entitled to appoint a proxy to exercise all or any of their rights to attend and to speak and vote on their behalf at the AGM. A proxy need not be a shareholder of the Company. A shareholder may appoint more than one proxy in relation to the AGM provided that each proxy is appointed to exercise the rights attached to a different share or shares held by that shareholder. Should you wish to appoint more than one proxy please return the form of proxy and attach to it a schedule detailing the names of the proxies you wish to appoint, the number of shares each proxy will represent and the way in which you wish them to vote on the resolutions that are to be proposed. To be valid, the form of proxy and the power of attorney or other authority (if any) under which it is signed or a certified copy of such power or authority must be lodged at the office of the Company Secretary, Verona Pharma plc, 6th Floor, 60 Gracechurch Street, London EC3V 0HR by hand or by post, or by email to ben.harber@shma.co.uk, so as to be received by no later than

2:00 p.m. British Summer Time (9:00 a.m. Eastern Time) on April 25, 2022, or if the AGM is adjourned, not later than 48 hours before the time fixed for the holding of the adjourned meeting (excluding any day that is not a working day).

In the case of a shareholder which is a corporation, the form of proxy must be executed under its common seal or executed on its behalf by a duly authorized officer or attorney for the company. Any corporation which is a shareholder may also appoint one or more representatives who may exercise on its behalf all of its powers as a shareholder provided they do not do so in relation to the same shares.

The completion and return of a form of proxy will not preclude you from attending in person at the AGM and voting should you wish to do so, but if you appoint a proxy and attend the AGM in person, the proxy appointment will be terminated.

To change your proxy instructions, simply submit a new form of proxy as set out above. Note that the cut- off times for receipt of proxy appointments (see above) also apply in relation to amended instructions; any amended proxy instructions received after the relevant cut-off time will be disregarded.
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Please contact the Company Secretary (as noted above) to obtain a new form of proxy. If you submit more than one valid proxy appointment, the appointment validly received last before the latest time for receipt of forms of proxy will take precedence. If the Company is unable to determine which form of proxy was last validly received, none of them shall be treated as valid in respect of that ordinary share.

Further, you may terminate the appointment under the form of proxy prior to the commencement of the AGM (or any adjournment of the AGM). To be valid, the notice of termination of the authority of the person appointed to act as proxy must be deposited at the offices of the Company Secretary, Verona Pharma plc, 6th Floor, 60 Gracechurch Street, London EC3V 0HR, no less than 48 hours before the time fixed for the holding of the AGM or any adjournment thereof (as the case may be).

In order for your form of proxy to remain valid, you must continue to be registered as a holder of ordinary shares in the Company’s register of members as of 2:00 p.m. British Summer Time (9:00 a.m. Eastern Time) on April 25, 2022. Therefore, if you sell or transfer your ordinary shares in the Company on or prior to April 25, 2022, your form of proxy can no longer be used and if submitted (whether before or after you sell or transfer your ordinary shares) will be treated as invalid. Please pass this document to the person who arranged the sale or transfer for delivery to the purchaser or transferee. The purchaser or transferee should contact the Company Secretary to request a new form of proxy for its use.

Should you elect to convert your holding of ordinary shares in the capital of the Company into an interest in the capital of the Company represented by ADSs before the AGM, you will cease to be a holder of ordinary shares in your own name and will not be entitled to vote at the AGM as an ordinary shareholder. You will also not be able to use the form of proxy that has been sent to you. However, you may be able to exercise your vote as a holder of an interest in the capital of the Company represented by ADSs — please refer to the next section — “Holders of American Depositary Shares.”

Holders of American Depositary Shares

In order to exercise your vote as a holder of an interest in the capital of the Company represented by ADSs, you or your bank, broker or nominee must be registered as a holder of ADSs in the ADS register as of 5:00 p.m. Eastern Time on Tuesday, March 15, 2022 (the “ADS Record Date”).

If you hold ADSs through a bank, broker or nominee as of 5:00 p.m. Eastern Time on the ADS Record Date, the AGM documentation, including the ADS voting instructions, will be sent to your broker who should forward the materials to you. Please reach out to your broker to provide your voting instructions.

Please note that ADS voting instructions submitted by ADS holders must be received by Citibank, N.A.

no later than 10:00 a.m. Eastern Time on Thursday, April 21, 2022.

Contact for ADS holders

If you have queries about how you can deliver voting instructions, please contact Citibank, N.A. — ADR Shareholder Services at tel: +1-877-248-4237 (toll free within the United States) or +1-781-575-4555 (for international callers) or by email: citibank@shareholders-online.com or at Citibank Shareholder Services, P.O. Box 43077, Providence, RI 02940-3077.

Contact at Verona Pharma

If at any point you require guidance, please contact Claire Poll, General Counsel, on email:

claire.poll@veronapharma.com.

Recommendation

You will find an explanatory note in relation to each of the resolutions in the attached proxy statement. The Directors consider that each resolution is in the best interests of the Company and its shareholders as a whole and is likely to promote the success of the Company. Accordingly, the Directors unanimously recommend that Shareholders vote in favor of the resolutions to be proposed at the AGM, as they intend to do in respect of their own beneficial holdings.
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Thank you for your ongoing support of Verona Pharma plc.

Yours faithfully,
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David Ebsworth, Ph.D.

Chairperson
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VERONA PHARMA PLC

Registered office: One Central Square, Cardiff, CF10 1FS, Wales, U.K.

Incorporated in England and Wales with registered no. 5375156

NOTICE OF 2022 ANNUAL GENERAL MEETING OF SHAREHOLDERS

TO BE HELD ON WEDNESDAY, APRIL 27, 2022

NOTICE IS HEREBY GIVEN that an Annual General Meeting (“AGM”) of Verona Pharma plc (the “Company”) will be held on Wednesday, April 27, 2022 at 2:00 p.m. British Summer Time at the offices of Shakespeare Martineau LLP at 6th Floor, 60 Gracechurch Street, London, EC3V 0HR, United Kingdom.

At the AGM, the following business shall be transacted:

Ordinary resolutions

Re-election of Directors

1. To re-elect, as a Director of the Company, Dr. Kenneth Cunningham, who retires in accordance with Article 26.2 of the Company’s Articles of Association and offers himself for re-election.

2. To re-elect, as a Director of the Company, Mr. Rishi Gupta, who retires in accordance with Article 26.2 of the Company’s Articles of Association and offers himself for re-election.

3. To re-elect, as a Director of the Company, Mr. Vikas Sinha, who retires in accordance with Article 26.2 of the Company’s Articles of Association and offers himself for re-election.

4. To re-elect, as a Director of the Company, Mr. James Brady, who retires in accordance with Article 21.2 of the Company’s Articles of Association and offers himself for re-election.

U.K. statutory Annual Report

5. To receive and adopt the U.K. statutory annual accounts and Directors’ report for the year ended December 31, 2021 and the report of the auditors thereon (the “2021 U.K. Annual Report”).

U.K. statutory Remuneration Report and Policy

6. To receive and approve, as a non-binding advisory resolution, the U.K. statutory Directors’ Remuneration Report for the year ended December 31, 2021, as set out on pages 27 to 46 of the 2021 U.K. Annual Report.

Appointment and remuneration of auditor

7. To re-appoint PricewaterhouseCoopers LLP as the Company’s auditors, to hold office until the conclusion of the next annual general meeting of shareholders.

8. To authorize the Audit and Risk Committee to determine the auditors’ remuneration for the year ending December 31, 2022.

Authority to allot shares

9. To authorize the Directors generally and unconditionally for the purposes of Section 551 of the U.K. Companies Act 2006 (the “Companies Act”) to exercise all the powers of the Company to allot
[image: ]
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shares in the Company or grant rights to subscribe for or to convert any security into shares in the Company (“Rights”) up to an aggregate nominal amount of £24,702,912 to such persons at such times and upon such conditions as the directors may determine (subject to the Company’s articles of association).

This authority shall replace any existing authorities to the extent not utilized at the date this resolution is passed and shall, unless previously renewed, revoked or varied by the Company in general meeting, expire on June 1, 2023, provided that the Company may, at any time before such expiry, make an offer or enter into an agreement which would or might require shares to be allotted or Rights to be granted after such expiry and the Directors may allot such shares or grant Rights pursuant to any such offer or agreement as if the authority conferred hereby had not expired.

Special resolution

Disapplication of pre-emption rights

10. Subject to and conditional upon the passing of resolution 9 above, to authorize the Directors pursuant to Section 570 and 573 of the Companies Act to allot equity securities (as defined in Section 560 of the Companies Act) for cash pursuant to the authority conferred by resolution 9 above and/or to sell ordinary shares held by the Company as treasury shares for cash, as if Section 561(1) of the Companies Act did not apply to any such allotment or sale, provided that this power shall be limited to the allotment of equity securities or sale of treasury shares up to an aggregate nominal amount of £24,702,912, shall replace any existing disapplication of Section 561 of the Companies Act to the extent not utilized at the date this resolution is passed and shall expire on June 1, 2023 unless previously renewed, varied or revoked by the Company in general meeting, provided that the Company may, before such expiry, make an offer or agreement which would or might require shares in the Company or rights to be allotted or granted or treasury shares to be sold after this authority expires and that the Directors may allot shares in the Company or grant rights or sell treasury shares pursuant to such an offer or agreement as if the authority conferred by this resolution had not expired.


By order of the Board:



Registered Office:



Ben Harber



One Central Square


Company Secretary


Cardiff, CF10 1FS, Wales,


March 22, 2022


U.K.



Notes:


(1) Resolutions and voting

The proposed resolutions will be put to vote on a poll. This results in a more accurate reflection of the views of Shareholders ensuring that votes by proxy will be fully-counted. On a poll, each Shareholder has one vote for every share held.

Resolutions 1 to 9 are proposed as ordinary resolutions. On a poll, an ordinary resolution is passed if it is approved by holders representing a simple majority of the total voting rights of shareholders present (in person or by proxy) who (being entitled to vote) vote on the resolution. Resolution 10 is proposed as a special resolution. On a poll, a special resolution is passed if it is approved by holders representing not less than 75% of the total voting rights of shareholders present (in person or by proxy) who (being entitled to vote) vote on the resolution.

The results of the voting and any other information required by the U.K. Companies Act 2006 will be made available on our website (https://www.veronapharma.com) as soon as reasonably practicable following the AGM and for the required period thereafter.
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TABLE OF CONTENTS



(2) Appointment of proxies

Members are entitled to appoint a proxy to exercise all or any of their rights to attend and to speak and vote on their behalf at the AGM. A proxy need not be a shareholder of the Company. A shareholder may appoint more than one proxy in relation to the AGM provided that each proxy is appointed to exercise the rights attached to a different share or shares held by that shareholder. Should you wish to appoint more than one proxy please return the form of proxy and attach to it a schedule detailing the names of the proxies you wish to appoint, the number of shares each proxy will represent and the way in which you wish them to vote on the resolutions that are to be proposed. To be valid, the form of proxy and the power of attorney or other authority (if any) under which it is signed or a certified copy of such power or authority must be lodged at the office of the Company Secretary, Verona Pharma plc,

c/o Shakespeare Martineau LLP, 6th Floor, 60 Gracechurch Street, London EC3V 0HR BY HAND or BY POST, or BY EMAIL to ben.harber@shma.co.uk, so as to be received not less than 48 hours before the time fixed for the holding of the AGM or any adjournment thereof (as the case may be), excluding any part of a day which is not a working day.

The completion and return of a form of proxy will not preclude a member from attending in person at the AGM and voting should they wish to do so, but if a member appoints a proxy and attends the AGM in person, the proxy appointment will be terminated.

The attached proxy statement explains proxy voting and the matters to be voted on in more detail. Please read the proxy statement carefully. For specific information regarding the voting of your ordinary shares, please refer to the proxy statement under the section entitled “Questions and Answers About the Annual General Meeting.”

In the case of a member that is a corporation, the form of proxy must be executed under its common seal or executed on its behalf by a duly authorized officer or attorney for the company. Any corporation which is a member may also appoint one or more representatives who may exercise on its behalf all of its powers as a member provided they do not do so in relation to the same shares.

To change your proxy instructions, simply submit a new form of proxy as set out above. Note that the cut-off times for receipt of proxy appointments (see above) also apply in relation to amended instructions; any amended proxy instructions received after the relevant cut-off time will be disregarded. Please contact the Company Secretary (as noted above) to obtain a new form of proxy. If you submit more than one valid proxy appointment, the appointment validly received last before the latest time for receipt of forms of proxy will take precedence. If the Company is unable to determine which form of proxy was last validly received, none of them shall be treated as valid in respect of that Ordinary Share.

Further, the appointment under the form of proxy may be terminated by the member prior to the commencement of the AGM (or any adjournment of the AGM). To be valid, the notice of termination of the authority of the person appointed to act as proxy must be deposited at the offices of the Company Secretary, Verona Pharma plc, c/o Shakespeare Martineau LLP, 6th Floor, 60 Gracechurch Street, London EC3V 0HR, no less than 48 hours before the time fixed for the holding of the AGM or any adjournment thereof (as the case may be).

(3) Appointment of proxy by joint members

In the case of joint holders, where more than one of the joint holders purports to appoint a proxy, only the appointment submitted by the most senior holder will be accepted. Seniority is determined by the order in which the names of the joint holders appear in the Company’s register of members in respect of the joint holding (the first-named being the most senior).

(4) Issued shares and total voting rights

As at the close of business on March 15, 2022 (being the latest practicable date prior to publication of this document), the Company’s issued ordinary share capital comprised 445,969,350 voting ordinary shares. Each voting ordinary share carries the right to one vote and therefore the total number of voting rights at the close of business on March 15, 2022 is 445,969,350.
[image: ]
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In accordance with the terms of the deposit agreement by and among the Company, Citibank, N.A. as depositary and holders and beneficial owners of ADSs issued thereunder dated as of May 2, 2017, holders of ADSs as of 5:00 p.m. Eastern Time on March 15, 2022, the ADS Record Date, who do not provide the depositary bank with voting instructions on or before 10:00 a.m. Eastern Time on April 21, 2022, the ADS Voting Cut-Off Time, will be deemed to have instructed the depositary bank to give a discretionary proxy to a person designated by the Company to vote the underlying ordinary shares at the AGM.
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Proxy Statement

Verona Pharma plc

One Central Square

Cardiff, CF10 1FS

Wales, United Kingdom

We have sent you this proxy statement and the enclosed form of proxy because the Board of Directors (the “Board” or “Board of Directors”) of Verona Pharma plc (referred to herein as the “Company”, “Verona”, “we”, “us” or “our”) is soliciting your proxy to vote at our 2022 Annual General Meeting of Shareholders (referred to herein as the “AGM”) to be held on Wednesday, April 27, 2022 at 2:00 p.m. British Summer Time at the offices of Shakespeare Martineau LLP at 6th Floor, 60 Gracechurch Street, London, EC3V 0HR, United Kingdom.

· This proxy statement summarizes information about the proposals to be considered at the AGM and other information you may find useful in determining how to vote.

· The form of proxy is the means by which you actually authorize another person to vote your shares in accordance with your instructions.

In addition to solicitations by mail, our directors, officers and regular employees, without additional remuneration, may solicit proxies by telephone, e-mail and personal interviews. All costs of solicitation of proxies will be covered by us.

We are mailing the Notice of AGM, this proxy statement and the form of proxy to our ordinary shareholders of record as of March 15, 2022 (being the latest practicable date before the circulation of this document) for the first time on or about March 25, 2022. In this mailing, we are also including our U.K. statutory annual accounts and reports for the year ended December 31, 2021 (“2021 U.K. Annual Report”), which is appended as Annex A to this proxy statement, and our annual report on Form 10-K for the year ended December 31, 2021 (“Annual Report on Form 10-K”). In addition, we have provided brokers, dealers, bankers, and their nominees, at our expense, with additional copies of our proxy materials, including the 2021 U.K. Annual Report, and the Annual Report on Form 10-K so that our record holders can supply these materials to the beneficial owners of our ordinary shares.

While this document is being sent to our ordinary shareholders of record, this document will also be sent to registered holders of American Depositary Shares (“ADSs”) as of 5:00 p.m. Eastern Time on Tuesday, March 15, 2022 (the “ADS Record Date”) and contains information relevant to holders of ADSs.

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR THE

ANNUAL GENERAL MEETING OF SHAREHOLDERS TO BE HELD ON APRIL 27, 2022

Our Notice of AGM, this proxy statement, the Annual Report on Form 10-K, the 2021 U.K. Annual Report and our form of proxy (for ordinary shareholders) are available on our investor relations website located at www.veronapharma.com/investors.

Our principal executive offices are located at 3 More London Riverside, London SE1 2RE, United Kingdom.
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Questions and Answers About the Annual General Meeting

WHY AM I RECEIVING THESE MATERIALS?

We have sent you this proxy statement and the enclosed form of proxy because you are an ordinary

shareholder of record and our Board of Directors is soliciting your proxy to vote at the AGM, including at

any adjournments or postponements of the AGM. However, you do not need to attend the AGM to vote your

shares. Instead, please simply complete, sign and return the enclosed form of proxy. All proxies, however

submitted, must be received by the Company Secretary no later than 2:00 p.m. British Summer Time
(9:00 a.m. Eastern Time) on April 25, 2022, or if the AGM is adjourned, not later than 48 hours before the

time fixed for the holding of the adjourned meeting (excluding any day which is not a working day).

The return of a completed form of proxy will not preclude you from attending in person at the AGM and voting should you wish to do so, but if you appoint a proxy and subsequently attend the AGM in person, the proxy appointment will be terminated, should you subsequently decide to do so.

We intend to mail this proxy statement and the accompanying form of proxy on or about March 25, 2022 to all ordinary shareholders of record as of March 15, 2022 entitled to vote at the AGM.

Materials for ADS holders of record, including this proxy statement, the Annual Report on Form 10-K, the 2021 U.K. Annual Report and an ADS voting instructions, will be mailed on or about March 25, 2022 to all ADS holders, including banks, brokers and nominees, who are registered as holders of ADSs in the ADS register as of 5:00 p.m. Eastern Time on the ADS Record Date. ADS voting instructions submitted by ADS holders must be received by Citibank, N.A. no later than 10:00 a.m. Eastern Time on April 21, 2022 (the “ADS Voting Cut-off Time”).

WHO CAN VOTE AT THE AGM?

Ordinary shareholders

Only shareholders holding voting ordinary shares of record registered in the register of members at 2:00 p.m. British Summer Time (9:00 a.m. Eastern Time) on April 25, 2022 will be entitled to vote at the AGM. Holders of non-voting ordinary shares have no right to receive notice of, or to attend or vote, at the AGM.

As of March 15, 2022 (being the last practicable date before the circulation of this proxy statement)

there were 445,969,350 ordinary shares issued and entitled to vote.

We encourage you to fill out and return the enclosed form of proxy to ensure your vote is counted. All proxies, however submitted, must be received by the Company Secretary no later than 2:00 p.m. British Summer Time (9:00 a.m. Eastern Time) on April 25, 2022, or if the AGM is adjourned, not later than 48 hours before the time fixed for the holding of the adjourned meeting (excluding any day which is not a working day).

If you sell or transfer your ordinary shares in the Company on or prior to April 25, 2022, your form of proxy can no longer be used and if submitted (whether before or after you sell or transfer your ordinary shares) will be treated as invalid. Please pass this document to the person who arranged the sale or transfer for delivery to the purchaser or transferee. The purchaser or transferee should contact Ben Harber, Company Secretary, to request a new form of proxy for use.

Beneficial owners of ordinary shares that are registered in the name of a broker, bank or other agent

A record holder holds shares in his or her name. Shares held in “street name” means shares that are held in the name of a bank or broker on a person’s behalf. If your shares are held by a bank or a brokerage firm, you are considered the “beneficial owner” of those shares held in “street name.”

If, on March 15, 2022, your ordinary shares were held in an account at a brokerage firm, bank or other similar organization and you are the beneficial owner of shares, these proxy materials should be forwarded to you by that organization. The organization holding your account is considered the shareholder of record
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for purposes of voting at the AGM. As the beneficial owner of voting ordinary shares, you have the right to direct your bank or brokerage firm how to vote your shares, and the bank or brokerage firm is required to vote your shares in accordance with your instructions. If your shares are held by a bank or brokerage firm, you may not vote your shares in person at the AGM, unless you obtain a legal proxy from your bank or brokerage firm. You are encouraged to provide voting instructions to your bank or brokerage firm so that they may submit a proxy.

Holders of American Depositary Shares and beneficial owners of American Depositary Shares

You are entitled to exercise your vote as a holder of an interest in the capital of the Company represented by ADSs if you or your brokerage firm, bank or nominee is registered as a holder of ADSs in the ADS register maintained by Citibank, N.A. as of 5:00 p.m. Eastern Time on March 15, 2022, the ADS Record Date.

If you hold ADSs through a brokerage firm, bank or nominee on the ADS Record Date, the materials for ADS holders, including ADS voting instructions, will be sent to that organization. The organization holding your account is considered the ADS holder of record. Please reach out to that organization to provide your voting instructions.

Please note that ADS voting instructions submitted by ADS holders must be received by Citibank, N.A.

no later than 10:00 a.m. Eastern Time on April 21, 2022, the ADS Voting Cut-Off Time.

Citibank, N.A. will collate all votes properly submitted by ADS holders and submit a vote on behalf of all ADS holders.

Contacts for ADS holders

If you have queries about how you can deliver voting instructions, please contact Citibank, N.A. — ADR Shareholder Services at tel: +1-877-248-4237 (toll free within the United States) or +1-781-575-4555 (for international callers) or by email: citibank@shareholders-online.com or at Citibank Shareholder Services, P.O. Box 43077, Providence, RI 02940-3077.

If at any point you require guidance, please contact Claire Poll, General Counsel, on email:

claire.poll@veronapharma.com.

WHAT ARE THE REQUIREMENTS TO ELECT THE DIRECTORS AND APPROVE EACH OF THE PROPOSALS?

The proposed resolutions will be put to vote on a poll. This results in a more accurate reflection of the views of shareholders ensuring that votes by proxy will be fully-counted. On a poll, each shareholder has one vote for every share held.

Proposals 1 to 9 are proposed as ordinary resolutions. On a poll, an ordinary resolution is passed if it is approved by holders representing a simple majority of the total voting rights of shareholders present (in person or by proxy) who (being entitled to vote) vote on the resolution. Proposal 10 is proposed as a special resolution. On a poll, a special resolution is passed if it is approved by holders representing not less than 75% of the total voting rights of shareholders present (in person or by proxy) who (being entitled to vote) vote on the resolution.

The results of the voting and any other information required by the U.K. Companies Act 2006 (the “Companies Act”) will be made available on our investor relations website located at www.veronapharma.com/investors as soon as reasonably practicable following the AGM and for the required period thereafter.

WHAT ARE THE VOTING RECOMMENDATIONS OF OUR BOARD REGARDING THE ELECTION OF DIRECTORS AND OTHER PROPOSALS?

The following table summarizes the items that will be brought for a vote of our shareholders at the AGM, along with the Board’s voting recommendations.
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	Board’s

	Proposal
	
	Description of Proposal
	Recommendation

	
	
	
	
	

	1
	To re-elect Kenneth Cunningham, M.D. as a director of the Company
	FOR

	2
	To re-elect Rishi Gupta as a director of the Company
	FOR

	3
	To re-elect Vikas Sinha as a director of the Company
	FOR

	4
	To re-elect James Brady as a director of the Company
	FOR

	5
	To receive and adopt the 2021 U.K. Annual Report
	FOR

	6
	To receive and approve, as a non-binding advisory resolution, the U.K. statutory
	FOR

	
	Directors’ Remuneration Report
	

	7
	To re-appoint PwC as the Company’s auditors, to hold office until the conclusion
	FOR

	
	of the next annual general meeting of shareholders
	

	8
	To authorize the Audit and Risk Committee to determine the auditors’
	FOR

	
	remuneration for the year ending December 31, 2022
	

	9
	To authorize the Board of Directors to exercise all the powers of the Company to
	FOR

	
	allot shares in the Company or grant rights to subscribe for or to convert any
	

	
	security into shares in the Company up to an aggregate nominal amount of
	

	
	£24,702,912
	
	

	10
	To authorize the Board of Directors to allot equity securities for cash and/or to
	FOR

	
	sell ordinary shares held by the Company as treasury shares for cash as if
	

	
	Section 561(1) of the Companies Act does not apply to any such allotment
	



WHAT CONSTITUTES A QUORUM?

Under our Articles of Association, a quorum will be present if two shareholders of the Company entitled to vote are present in person or represented by proxy at the AGM. In addition, we will require a quorum of at least 33 1/3% in number of the issued shares (excluding any shares held as treasury shares) entitled to vote on the business to be transacted at the AGM, consistent with the Nasdaq Stock Market LLC (“Nasdaq”) rules applicable to us as a U.S. domestic registrant.

If you are a shareholder of record of voting ordinary shares, your shares will be counted towards the quorum only if you are present in person or represented by proxy at the AGM. If you are a beneficial owner of voting ordinary shares held in an account at a brokerage firm, bank or other similar organization your shares will be counted towards the quorum if your broker or nominee submits a proxy for those shares and the proxy represents the holder at the AGM. If a form of proxy does not instruct the proxy how to vote or indicates “discretion” with respect to a proposal, the proxy will vote in accordance with the Board of Directors’ recommendations, and the member represented by that proxy at the AGM will be counted towards the quorum requirement. For any other resolution put to the AGM, the proxy may vote or abstain from voting as he or she sees fit. A member represented by a proxy at the AGM will be counted towards the quorum requirement even where the proxy abstains from voting.

If there is no quorum, within 15 minutes from the time appointed for holding the AGM the AGM will stand adjourned to such time, date and place as may be fixed by the chairperson of the AGM.

HOW DO I VOTE MY SHARES?

If you are an ordinary “shareholder of record,” you may appoint a proxy to vote on your behalf by completing and signing the form of proxy and returning it in the envelope provided.
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All proxies must be received by the Company Secretary no later than 2:00 p.m. British Summer Time

(9:00 a.m. Eastern Time) on April 25, 2022, or if the AGM is adjourned, not later than 48 hours before the

time fixed for the holding of the adjourned meeting (excluding any day which is not a working day). ADS

voting instructions submitted by ADS holders must be received by Citibank, N.A. no later than 10:00 a.m.

Eastern Time on April 21, 2022.

If you properly give instructions as to your proxy appointment by executing and returning a form of proxy and your proxy appointment is not subsequently revoked, your shares will be voted in accordance with your instructions.

If your ordinary shares are held in an account at a brokerage firm, bank or similar organization, you should follow directions provided by your broker, bank or other nominee.

HOW WILL MY SHARES BE VOTED IF I DO NOT SPECIFY HOW THEY SHOULD BE VOTED?

If you sign and send your form of proxy, naming the Chairperson of the AGM as your proxy, but do not indicate how you want your shares to be voted, your shares will be voted in accordance with the Board of Directors’ recommendations. For any other resolution put to the AGM, the Chairperson of the AGM may vote or abstain from voting as he or she sees fit.

In accordance with the terms of the deposit agreement by and among the Company, Citibank, N.A. as depositary and holders and beneficial owners of ADSs issued thereunder dated as of May 2, 2017 (the “Deposit Agreement”), holders of ADSs as of 5:00 p.m. Eastern Time on the ADS Record Date who do not provide the depositary bank with voting instructions on or before the ADS Voting Cut-Off Time will be deemed to have instructed the depositary bank to give a discretionary proxy to a person designated by the Company to vote the underlying ordinary shares at the AGM, and such shares, if such discretionary proxy is given, will be voted in accordance with the Board of Directors’ recommendations, provided, however, that no such discretionary proxy shall be given by the Depositary with respect to any matter to be voted upon as to which the Company informs the Depositary that (a) the Company does not wish such proxy to be given,

(b) substantial opposition exists, or (c) the rights of holders of deposited securities under the Deposit Agreement may be adversely affected.

CAN I CHANGE MY VOTE OR REVOKE A PROXY?

A registered shareholder can revoke his or her proxy before the time of voting at the AGM in several ways by:

(1) mailing a revised form of proxy dated later than the prior form of proxy;

(2) notifying our Company Secretary in writing that you are revoking your proxy. Your revocation must be received at our registered office before the AGM to be effective; or

(3) revoking his or her proxy by voting in person at the AGM.

If your ordinary shares are held in an account at a brokerage firm, bank or similar organization, to change or revoke your voting instructions you will need to contact the broker, bank or other nominee holding the shares. ADS holders may change or revoke their voting instructions by contacting Citibank, N.A. See also “What if I plan to attend the AGM?”

WHO COUNTS THE VOTES?

Our Company Secretary will tabulate shareholder votes. If you are an ordinary shareholder of record, you can return your executed form of proxy to the Company Secretary, Verona Pharma plc, c/o Shakespeare Martineau LLP, 6th Floor, 60 Gracechurch Street, London, EC3V 0HR by hand or by post, or by email to ben.harber@shma.co.uk in accordance with the instructions printed thereon for tabulation (see instructions on the form of proxy).

If you hold your ordinary shares through a broker, your broker will return the form of proxy to the Company Secretary.
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If you are a holder of record of ADSs, you can return your executed ADS voting instructions to Citibank, N.A. for tabulation. If you hold your ADSs through a broker, bank or other organization, that organization can return the ADS voting instructions to Citibank, N.A. following your instruction. Citibank, N.A. will submit your votes to the Company Secretary for tabulation.

HOW ARE VOTES COUNTED?

Votes will be counted by the Company Secretary, who will separately count “for” and “against” votes, and “votes withheld”. A “vote withheld” is not a vote in law and represents a shareholder’s affirmative choice to decline to vote on a proposal. Votes withheld are counted as present and entitled to vote for purposes of determining a quorum. Votes withheld have no effect on the proposals.

As described above, in accordance with the terms of the Deposit Agreement, holders of ADSs as of 5:00 p.m. Eastern Time on the ADS Record Date who do not provide the depositary bank with voting instructions on or before the ADS Voting Cut- Off Time will be deemed to have instructed the depositary bank to give a discretionary proxy to a person designated by the Company to vote the underlying ordinary shares at the AGM. Accordingly, we do not expect any broker non-votes on any of the proposals.

HOW MANY VOTES DO I HAVE?

On a poll, each shareholder present in person or by proxy or, in the case of a corporation, by a duly authorized representative has one vote for each share held by the shareholder.

WHAT IF I PLAN TO ATTEND THE AGM?

Attendance at the AGM is limited to ordinary shareholders of record as of 2:00 p.m. British Summer Time (9:00 a.m. Eastern Time) on April 25, 2022. The AGM will be held on Wednesday, April 27, 2022 at 2:00 p.m. British Summer Time at the offices of Shakespeare Martineau LLP at 6th Floor, 60 Gracechurch Street, London, EC3V 0HR, United Kingdom. Record holders of ADSs who wish to attend the AGM must provide proof of ownership of ADSs as of the ADS Record Date, which can be obtained from Citibank, N.A. or your broker through which you hold ADSs. Record holders of ADSs who attend the AGM will not be able to vote at the AGM. To vote, record holders of ADSs should follow the voting procedures described above in “Who can vote at the AGM?”.

HOW DO YOU SOLICIT PROXIES?

We will solicit proxies and will bear the entire cost of this solicitation. The initial solicitation of proxies may be supplemented by additional mail communications and by telephone, fax, e-mail, internet and personal solicitation by our directors, officers or other employees. No additional compensation for soliciting proxies will be paid to our directors, officers or other employees for their proxy solicitation efforts. We also will reimburse Citibank, N.A. for their expenses in sending materials, including ADS voting instructions, to ADS holders of record.

WHAT DO I DO IF I RECEIVE MORE THAN ONE NOTICE OR FORM OF PROXY?

If you hold your ordinary shares in more than one account, you will receive a form of proxy for each account. To ensure that all of your shares are voted, please sign, date and return all forms of proxy. Please be sure to vote all of your shares.

WILL THERE BE ANY OTHER BUSINESS CONDUCTED AT THE AGM?

No. In accordance with our Articles of Association, no matters other than proposals 1 through 10 may be presented at the AGM. We have not been notified of, and our Board is not aware of, any other matters to be presented for action at the AGM.

HOW CAN I FIND OUT THE RESULTS OF THE VOTING AT THE AGM?

Voting results will be announced by the filing of a Current Report on Form 8-K with the SEC within four business days after the AGM. If final voting results are unavailable at that time, we will file an amended Current Report on Form 8-K within four business days of the day the final results are available.
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Proposals to be Voted On

PROPOSAL 1.

To re-elect Kenneth Cunningham, M.D. as a Director of the Company

Kenneth Cunningham, M.D., 69, is currently a member of our Board of Directors and has been nominated for re-election as a director. If elected, he will hold office from the date of his election until such annual general meeting of shareholders where he must retire by rotation and offer himself for re -election in accordance with the Articles, or until his earlier death, resignation or removal. Dr. Cunningham has agreed to serve if elected, and we have no reason to believe that he will be unable to serve.

Dr. Cunningham has served as a Non-Executive Director on our Board of Directors since September 2015. Dr. Cunningham has over 30 years’ experience in the pharmaceutical industry including leadership roles at several companies focused on developing respiratory medicines. Between 2006 and 2010, he was at SkyePharma plc, a pharmaceutical company that is now part of Vectura Group plc, initially as Chief Operating Officer and subsequently as Chief Executive Officer where he was involved in the late-stage development of flutiform for asthma. Prior to that, he was the Chief Executive Officer of Arakis Ltd., a pharmaceutical company, from 2001 to 2005, where he was involved in the early clinical development of glcopyrronium bromide, now marketed as Seebri for chronic obstructive pulmonary disease. Earlier in his career, Dr. Cunningham held a variety of clinical development and commercial strategy roles at pharmaceutical companies GlaxoWellcome plc and Warner-Lambert. Dr. Cunningham currently serves as the non- executive chair of the board of directors of Medherant Ltd. He also serves as a non-executive director of Abzena Holdings (US) LLC, of which he was non-executive Chairperson from October 2018 to January 2021, and also previously served on the board of directors of Abzena plc from June 2010 to October 2018. Dr. Cunningham received an M.B.B.S. from St. Mary’s, Imperial College, London University. We believe that Dr. Cunningham’s extensive leadership experience in the pharmaceutical industry qualifies him to serve on our Board of Directors.

VOTE REQUIRED

This proposal requires approval by holders representing a simple majority of the total voting rights of shareholders present (in person or by proxy) who (being entitled to vote) vote on the proposal. Withheld votes are not considered to be votes cast and, accordingly, will have no effect on the outcome of the vote on this proposal.

RECOMMENDATION OF THE BOARD OF DIRECTORS

The Board of Directors unanimously recommends a vote FOR the re-election of Kenneth
[image: ]

Cunningham, M.D. as a Director of the Company

PROPOSAL 2.

To re-elect Rishi Gupta as a Director of the Company

Rishi Gupta, 44, is currently a member of our Board of Directors and has been nominated for re-election as a director. If elected, he will hold office from the date of his election until such annual general meeting of shareholders where he must retire by rotation and offer himself for re- election in accordance with the Articles, or until his earlier death, resignation or removal. Mr. Gupta has agreed to serve if elected, and we have no reason to believe that he will be unable to serve.

Mr. Gupta has served as a Non-Executive Director on our Board of Directors since July 2016. Since 2002, Mr. Gupta has held various positions at OrbiMed Advisors LLC, an investment firm, where he is currently a Partner. Mr. Gupta currently serves as a director of several private companies. Mr. Gupta previously served on the boards of directors of Dimension Therapeutics, Inc. and NeuroPace, Inc. Prior to OrbiMed, Mr. Gupta was a healthcare investment banker at Raymond James & Associates, served as manager of corporate development at Veritas Medicine, and was a summer associate at Wachtell, Lipton, Rosen & Katz. Mr. Gupta received an A.B. in biochemical sciences from Harvard College and a J.D. from Yale Law School. We believe Mr. Gupta is qualified to serve on our Board of Directors because of his experience in the medical technology field and his experience serving on the boards of public and private companies.
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VOTE REQUIRED

This proposal requires approval by holders representing a simple majority of the total voting rights of shareholders present (in person or by proxy) who (being entitled to vote) vote on the proposal. Withheld votes are not considered to be votes cast and, accordingly, will have no effect on the outcome of the vote on this proposal.

RECOMMENDATION OF THE BOARD OF DIRECTORS

The Board of Directors unanimously recommends a vote FOR the re-election of Rishi Gupta as a Director of the Company
[image: ]

PROPOSAL 3.

To re-elect Vikas Sinha as a Director of the Company

Vikas Sinha, 58, is currently a member of our Board of Directors and has been nominated for re-election as a director. If elected, he will hold office from the date of his election until such annual general meeting of shareholders where he must retire by rotation and offer himself for re- election in accordance with the Articles, or until his earlier death, resignation or removal. Mr. Sinha has agreed to serve if elected, and we have no reason to believe that he will be unable to serve.

Mr. Sinha has served as a Non-Executive Director on our Board of Directors since September 2016. Mr. Sinha has over 20 years’ experience working in executive finance roles in the life sciences industry. Mr. Sinha is co-founder and has served as the Chief Financial Officer of ElevateBio, Inc., a holding company focused on building cell and gene therapy companies, since February 2018. He has served as President and Chief Financial Officer of AlloVir, Inc., an ElevateBio portfolio company, since September 2018. From September 2005 to December 2016, Mr. Sinha was the Chief Financial Officer of Alexion Pharmaceuticals, Inc., a biotechnology company, where he was responsible for finance, business development, strategy, investor relations and IT. Prior to joining Alexion, Mr. Sinha held various positions with Bayer AG, a pharmaceuticals company, in the United States, Japan, Germany and Canada, including Vice President and Chief Financial Officer of Bayer Pharmaceuticals Corporation in the United States and Vice President and Chief Financial Officer of Bayer Yakuhin Ltd. He currently serves as a member of the board of directors of Allovir and BCLS Acquisition Corp. Mr. Sinha holds a Bachelor of Commerce degree from Tribhuvan University and an M.B.A. from the Asian Institute of Management. He is also a qualified Chartered Accountant from the Institute of Chartered Accountants of India and a Certified Public Accountant in the United States. We believe Mr. Sinha’s experience as a finance professional in the life science industry qualifies him to serve on our Board of Directors.

VOTE REQUIRED

This proposal requires approval by holders representing a simple majority of the total voting rights of shareholders present (in person or by proxy) who (being entitled to vote) vote on the proposal. Withheld votes are not considered to be votes cast and, accordingly, will have no effect on the outcome of the vote on this proposal.

RECOMMENDATION OF THE BOARD OF DIRECTORS

The Board of Directors unanimously recommends a vote FOR the re-election of Vikas Sinha as a Director of the Company
[image: ]

PROPOSAL 4.

To re-elect James Brady as a Director of the Company

James Brady, 59, is currently a member of our Board of Directors and has been nominated for re-election as a director. If elected, he will hold office from the date of his election until such annual general meeting of shareholders where he must retire by rotation and offer himself for re- election in accordance with the Articles, or until his earlier death, resignation or removal. Mr. Brady has agreed to serve if elected, and we have no reason to believe that he will be unable to serve.
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Mr. Brady has served as a Non-Executive Director on our Board of Directors since March 2022. From 1988 to 2018, Mr. Brady served in multiple leadership roles of increasing responsibility for AstraZeneca prior to his retirement in 2018. His more than thirty years of progressive experience at AstraZeneca included successful national, regional and global finance roles in corporate operations, manufacturing, commercial, marketing, market access, audit, international business, and biologics discovery and development. He most recently served as Chief Financial Officer of MedImmune, the biologics discovery and development division of AstraZeneca, from 2013 to 2018. During his tenure at MedImmune, biologics grew to represent more than half of the product development portfolio of AstraZeneca and five biologics were successfully brought to market. Mr. Brady currently serves on the board of directors of Panavance Therapeutics. Mr. Brady is a Certified Public Accountant and previously worked at Arthur Andersen & Company. He holds a B.S. in Accounting from Saint. Joseph University and an MBA from Drexel University. We believe that Mr. Brady’s extensive experience in senior finance roles in the pharmaceutical industry qualifies him to serve on our Board of Directors.

VOTE REQUIRED

This proposal requires approval by holders representing a simple majority of the total voting rights of shareholders present (in person or by proxy) who (being entitled to vote) vote on the proposal. Withheld votes are not considered to be votes cast and, accordingly, will have no effect on the outcome of the vote on this proposal.

RECOMMENDATION OF THE BOARD OF DIRECTORS

The Board of Directors unanimously recommends a vote FOR the re-election of James Brady as a Director of the Company
[image: ]

Our Board of Directors

Our Board of Directors currently consists of eleven members, including one executive director and ten non-executive directors.

Our Articles of Association require that those directors who were appointed by the Board since our 2021 annual general meeting of shareholders must retire from office and may offer themselves for re-election. Accordingly, James Brady will retire from office and offer himself for re-election by our shareholders at the AGM.

In accordance with our Articles of Association, one-third (or such number nearest to but not exceeding one-third) of the Company’s directors retire from office at every annual general meeting of shareholders. Retiring directors are eligible for re-election and, if no other director is elected to fill his or her position and the director is willing, shall be re-elected by default. The directors to retire at the annual general in every year shall include (so far as necessary to obtain the number required) any director who wishes to retire and not to offer himself or herself for re-election. Any further directors so to retire shall be the directors who have been longest in office since their last election. As between directors of equal seniority, the directors to retire shall in the absence of agreement be selected from among them by lot. Of the 10 directors subject to retirement by rotation, Kenneth Cunningham, M.D., Rishi Gupta and Vikas Sinha will, on this occasion, retire from office and stand for re-election by our shareholders. Dr. Andrew Sinclair will retire at the conclusion of the AGM and not seek re-election.

Having carried out an evaluation of the individual performance of each of Kenneth Cunningham, M.D., Rishi Gupta, Vikas Sinha and James Brady with the support of the Nomination and Corporate Governance Committee, our Board of Directors is satisfied that their performance continues to be effective and that they continue to demonstrate commitment to their roles. The Board of Directors considers that it is entirely appropriate for each of Kenneth Cunningham, M.D., Rishi Gupta, Vikas Sinha and James Brady to seek re-election at the AGM.

Each of the above directors has been nominated for re-election and no other nominees for directors have been presented. Therefore, it is anticipated that following the AGM, if all of the above directors are re-elected, the Board of Directors will be comprised of ten members, including one executive director and nine non-executive directors.
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The following table sets forth information regarding our directors as of the date of this proxy statement:

	Name
	Age
	Director Since
	Position(s)

	
	
	
	
	
	
	

	David Zaccardelli, Pharm.D.
	57
	
	2020
	
	Chief Executive Officer and Director

	David Ebsworth, Ph.D.
	67
	
	2014
	
	Non-Executive Chairperson of the Board

	
	
	
	
	
	
	of Directors

	James Brady
	59
	
	2022
	
	Non-Executive Director

	Martin Edwards, M.D.
	66
	
	2019
	
	Non-Executive Director

	Ken Cunningham, M.D.
	69
	
	2015
	
	Non-Executive Director

	Lisa Deschamps
	50
	
	2021
	
	Non-Executive Director

	Rishi Gupta
	44
	
	2016
	
	Non-Executive Director

	Mahendra Shah, Ph.D.
	77
	
	2016
	
	Non-Executive Director

	Andrew Sinclair, Ph.D.*
	50
	
	2016
	
	Non-Executive Director

	Vikas Sinha
	58
	
	2016
	
	Non-Executive Director

	Anders Ullman, M.D., Ph.D.
	66
	
	2015
	
	Non-Executive Director
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· Dr. Sinclair will retire at the conclusion of the AGM and not seek re-election.

Biographical information for Kenneth Cunningham, Rishi Gupta, Vikas Sinha and James Brady , nominees to our Board of Directors, is set forth in “Proposal 1 — To re -elect Kenneth Cunningham as a Director of the Company,” “Proposal 2 — To re-elect Rishi Gupta as a Director of the Company,” “Proposal 3 — To re-elect Vikas Sinha as a Director of the Company,” and “Proposal 4 — To re-elect James Brady as a Director of the Company,” respectively. Biographical information for our other directors is set forth below under “Continuing Members of the Board of Directors.”

CONTINUING MEMBERS OF THE BOARD OF DIRECTORS

Below is biographical information for those directors who are not standing for re-election at the AGM and who will continue on the Board of Directors following the AGM:

David Zaccardelli, Pharm.D. Dr. Zaccardelli has served as our President and Chief Executive Officer and on our Board of Directors since February 2020. From December 2018 until its acquisition by Swedish Orphan Biovitrum in November 2019, Dr. Zaccardelli served as President and CEO of Dova Pharmaceuticals, a U.S. company developing therapeutics for rare diseases. Previously, he was Acting CEO of Cempra Pharmaceuticals, a pharmaceuticals company, from December 2016 until the company’s merger with Melinta Therapeutics in November 2017. From 2004 until 2016, Dr. Zaccardelli served in several senior management roles at United Therapeutics Corporation, a biotechnology company, including as Chief Operating Officer, Chief Manufacturing Officer and Executive Vice President, Pharmaceutical Development and Operations. Prior to United Therapeutics, he founded and led a start-up company focused on contract research positions and held a variety of clinical research positions at Burroughs Wellcome & Co, a non-profit medical research organization, and pharmaceutical companies Glaxo Wellcome and Bausch & Lomb Pharmaceutical. Dr. Zaccardelli received a Pharm.D. from the University of Michigan. We believe that

Dr. Zaccardelli’s extensive leadership experience in the pharmaceutical industry qualifies him to serve on our Board of Directors.

David Ebsworth, Ph.D. Dr. Ebsworth has served as the Non-Executive Chairperson of our Board of Directors since December 2014. Dr. Ebsworth has served as a Visiting Professor at the University of Surrey Business School since April 2016. From October 2009 to August 2014, Dr. Ebsworth served as Chief Executive Officer of Vifor Pharma, the specialty pharma division of Galenica AG Group, a pharmaceutical wholesaler and retailer, and as a member of Galenica’s Executive Committee. In 2012, Dr. Ebsworth was also named as Chief Executive Officer of Galenica and as Chairperson of Galenica’s Executive Committee, positions he held until August 2014. From 2009 to 2014, he was the Chief Executive Officer of Vifor Pharma AG, a pharmaceutical company. In his earlier career, Dr. Ebsworth worked with Bayer AG for over 19 years, heading the Canadian, North American and global pharmaceutical business. He also served as
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Chief Executive Officer of Oxford Glycosciences, a biotech company, listed on the London Stock Exchange and Nasdaq, which was acquired by Celltech plc (now part of UCB, a global biopharmaceutical company) in 2003. Dr. Ebsworth has served on the boards of directors of Sartorius AG since January 2020 and Synlab AG since January 2021. Dr. Ebsworth received a B.Sc. and a Ph.D. in industrial relations from the University of Surrey. We believe that Dr. Ebsworth’s extensive experience in the pharmaceutical industry and his extensive leadership experience qualify him to serve on our Board of Directors.

Martin Edwards, M.D. Dr. Edwards has served as a Non-Executive Director on our Board of Directors since April 2019. From 2003 to September 2020, Dr. Edwards held various positions at Novo Ventures, a life sciences investment firm, most recently as Senior Partner. Earlier in his career, he was Corporate VP and Global Head of Drug Development for Novo Nordisk, where he led all aspects of pre-clinical and clinical drug development. Dr. Edwards currently serves on the boards of directors of Inozyme Pharma, KalVista Pharmaceuticals, Reata Pharmaceuticals, and Morphic Therapeutics, and previously served on the board of directors of CoLucid Pharmaceuticals from August 2014 to January 2017. Dr. Edwards trained in physiology and medicine at the University of Manchester. He is a Member of the Royal College of Physicians, a Member with distinction of the Royal College of General Practitioners, a Fellow of the Faculty of Pharmaceutical Medicine. He received his B.Sc. in physiology and MBChB in medicine from the University of Manchester and his M.B.A from the University of Warwick. We believe that Dr. Edward’s extensive experience in the pharmaceuticals industry and his experience in serving on the boards of public and private companies qualify him to serve on our Board of Directors.

Lisa Deschamps Ms. Deschamps has served as a Non-Executive Director on our Board of Directors since March 2021. Ms. Deschamps has served as Chief Executive Officer and an executive board member of AviadoBIO, a private gene therapy company, since October 2021. From December 1995 to October 2021, Ms. Deschamps served in various roles at Novartis Pharmaceuticals, a global healthcare company, most recently from September 2019 as the Senior Vice President & Chief Business Officer of AveXis, a biotechnology company that develops treatments for rare neurological genetic disorders, a subsidiary of Novartis and which was renamed Novartis Gene Therapies in September 2020. Ms. Deschamps has an M.B.A. in General Management from NYU Stern School of Business and a B.B.A. in marketing from IONA College, Hagan School of Business. We believe that Ms. Deschamp’s extensive leadership experience in the healthcare industry qualifies her to serve on our Board of Directors.

Mahendra Shah, Ph.D. Dr. Shah has served as a Non-Executive Director on our Board of Directors since July 2016. Dr. Shah was designated for appointment to our Board of Directors by funds affiliated with Vivo Capital, a healthcare investment firm, pursuant to a relationship agreement that we entered into with such funds in June 2016. Although such agreement automatically terminated on the closing of the 2020 Private Placement, Dr. Shah continues to serve as a Non-Executive Director. Dr. Shah has served as a Senior Fellow of Vivo Capital since January 2021, where he previously served as Managing Director from March 2010 to January 2021. Dr. Shah is also the founder and Executive Chair of Semnur Pharmaceuticals (acquired by Scilex Pharmaceuticals, Inc.), a specialty pharmaceutical company. He previously served as a member of the board of directors of Homology Medicines, Soleno Therapeutics, AADI Bioscience, Inc. and Crinetics Pharmaceuticals, and currently serves as a member of the boards of directors of several private companies in the biopharmaceutical and biotechnology industries. Dr. Shah received his Ph.D. in industrial pharmacy from St. John’s University and his Bachelor’s and Master’s Degrees in Pharmacy from L.M. College of Pharmacy in Gujarat, India. We believe Dr. Shah’s experience in the biomedical and pharmaceutical industries and his experience in serving on the boards of public and private companies qualify him to serve on our Board of Directors.

Anders Ullman, M.D., Ph.D. Dr. Ullman has served as a Non-Executive Director on our Board of Directors since September 2015. Since January 2022, Dr. Ullman has served as Head of R&D and Chief Medical Officer of Swedish Orphan Biovitrum AB (“Sobi”). From September 2015 to December 2018, Dr. Ullman served as Head of the chronic obstructive pulmonary disease (“COPD”) Centre at Sahlgrenska University Hospital, Sweden. From 2013 to 2014, he was Executive Vice President and Head of Research and Development in the BioScience business unit of Baxter International Inc., a healthcare company, which became Baxalta Inc. From 2007 to 2013, Dr. Ullman was Executive Vice President, Head of Research and Development at Nycomed Pharma Private Limited (now part of Takeda Pharmaceuticals Company Limited), where he led the development and approval of Daxas, the PDE4 inhibitor used to prevent COPD
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exacerbations. Earlier in his career, he held a number of roles in AstraZeneca. Dr. Ullman served on the board of directors of Pexa AB, a company that develops and commercializes respiratory medicine technology, from January 2016 to May 2018 and on the board of directors of Sobi from May 2021 to December 2021. Dr. Ullman received a M.D. and a Ph.D. in clinical pharmacology from the University of Gothenburg. We believe that Dr. Ullman’s extensive experience in the healthcare and pharmaceuticals industries qualify him to serve on our Board of Directors.

RETIRING MEMBERS OF THE BOARD OF DIRECTORS NOT STANDING FOR RE-ELECTION

Andrew Sinclair, Ph.D. Dr. Sinclair has served as a Non-Executive Director on our Board of Directors since July 2016. Dr. Sinclair was designated for appointment to our Board of Directors by Abingworth Bioventures VI, LP, or Abingworth, pursuant to a relationship agreement that we entered into with Abingworth in June 2016. Although such agreement automatically terminated on the closing of the 2020 Private Placement, Dr. Sinclair continues to serve as a Non-Executive Director. Since 2008, Dr. Sinclair has held various positions at Abingworth LLP, a life sciences investment group, where he is currently a Partner and Portfolio Manager, a role he has held since December 2015. He has served as a member of the boards of directors of Soleno Therapeutics since January 2019, Sierra Oncology since November 2019 and Adicet Bio, Inc. since March 2021. Dr. Sinclair is a member of the Institute of Chartered Accountants in England and Wales and received a Ph.D. in chemistry and genetic engineering at the BBSRC Institute of Plant Science, Norwich, and a B.Sc. in microbiology from King’s College London. We believe Dr. Sinclair’s experience as a finance professional in the biomedical and pharmaceutical industries qualify him to serve on our Board of Directors.

BOARD DIVERSITY MATRIX

Board Diversity Matrix (As of March 22, 2022)
[image: ]
	Country of Principal Executive Offices
	
	
	
	
	United Kingdom
	

	Foreign Private Issuer
	
	
	
	
	
	
	No

	Disclosure Prohibited Under Home Country Law
	
	
	
	
	
	
	No

	Total Number of Directors
	
	
	
	
	
	
	11
	

	
	
	
	
	
	
	
	Did Not

	
	Female
	Male
	Non-Binary
	Disclose Gender

	
	
	
	
	
	
	
	
	

	Part I: Gender Identity
	
	
	
	
	
	
	
	

	Directors
	1
	
	10
	
	—
	—

	Part II: Demographic Background
	
	
	
	
	
	
	
	

	Underrepresented Individual in Home Country
	
	
	
	
	
	
	
	

	Jurisdiction
	
	
	
	
	4
	
	
	

	LGBTQ+
	
	
	
	
	1
	
	
	

	Did Not Disclose Demographic Background
	
	
	
	
	—
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PROPOSAL 5.

To receive and adopt the 2021 U.K. Annual Report

The Companies Act requires the directors of a public company to lay before the company in general meeting copies of the directors’ reports, the independent auditors’ report and the audited financial statements of the company in respect of each financial year.

At the AGM, our Board of Directors will present our U.K. statutory annual accounts and Directors’ reports for the year ended December 31, 2021 and the report of the auditors thereon (the “2021 U.K. Annual Report”). We will provide our shareholders with an opportunity to receive our 2021 U.K. Annual Report and to adopt it.

In accordance with best practice, the Company proposes an ordinary resolution to receive and adopt the 2021 U.K. Annual Report.
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The 2021 U.K. Annual Report is appended as Annex A to this proxy statement and may also be found on our investor relations website located at www.veronapharma.com/investors.

VOTE REQUIRED

This proposal requires approval by holders representing a simple majority of the total voting rights of shareholders present (in person or by proxy) who (being entitled to vote) vote on the proposal. Withheld votes are not considered to be votes cast and, accordingly, will have no effect on the outcome of the vote on this proposal.

RECOMMENDATION OF THE BOARD OF DIRECTORS

The Board of Directors unanimously recommends a vote FOR the receipt and adoption of the 2021 U.K. Annual Report
[image: ]

PROPOSAL 6.

To receive and approve, as a non-binding advisory resolution, the U.K. statutory Directors’ Remuneration Report

At the AGM, our Board of Directors will present our U.K. statutory Directors’ Remuneration Report for the year ended December 31, 2021, as set out on pages 27 to 46 of the 2021 U.K. Annual Report appended as Annex A to this proxy statement. The U.K. statutory Directors’ Remuneration Report includes the annual report on remuneration. This document describes in detail our remuneration policies and procedures and explains how these policies and procedures help to achieve our compensation objectives with regard to our directors and the retention of high-quality directors. Our Board of Directors and the Remuneration Committee of the Board of Directors (the “Remuneration Committee”) believe that the policies and procedures as articulated in the directors’ remuneration report are effective and that as a result of these policies and procedures we have and will continue to have high-quality directors. Our Board of Directors has approved and signed the report in accordance with English law.

At the AGM, the shareholders will vote on the Director’s Remuneration Report. This vote is advisory and non-binding. Although non-binding, our Board of Directors and Remuneration Committee will review and consider the voting results when making future decisions regarding our director remuneration program. Following the AGM, and as required under English law, the Directors’ Remuneration Report will be delivered to the U.K. Registrar of Companies.

VOTE REQUIRED

This proposal requires approval by holders representing a simple majority of the total voting rights of shareholders present (in person or by proxy) who (being entitled to vote) vote on the proposal. Withheld votes are not considered to be votes cast and, accordingly, will have no effect on the outcome of the vote on this proposal.

RECOMMENDATION OF THE BOARD OF DIRECTORS

The Board of Directors unanimously recommends a vote FOR the receipt and approval, as a non-binding advisory resolution, of the U.K. statutory Directors’ Remuneration Report
[image: ]

PROPOSAL 7.

To re-appoint PwC as the Company’s auditors, to hold office until the conclusion of the next annual general meeting of shareholders

At each meeting at which the accounts are laid before shareholders, the Company is required to appoint U.K. statutory auditors to serve until the next such meeting of shareholders. Proposal 7 seeks your approval of the re-appointment of PricewaterhouseCoopers LLP (“PwC”), to serve as our U.K. statutory auditor, to hold office until the conclusion of the next annual general meeting of shareholders. In the event this proposal does not receive approval by holders representing a simple majority of the total voting rights of
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shareholders present (in person or by proxy) who (being entitled to vote) vote on the proposal, the Board of Directors may appoint an auditor to fill the vacancy.

PwC has indicated its willingness to act as the Company’s auditors. A representative of PwC is expected to be present at the AGM and will have an opportunity to make a statement if he or she desires to do so and to respond to appropriate questions from our shareholders.

VOTE REQUIRED

This proposal requires approval by holders representing a simple majority of the total voting rights of shareholders present (in person or by proxy) who (being entitled to vote) vote on the proposal. Withheld votes are not considered to be votes cast and, accordingly, will have no effect on the outcome of the vote on this proposal.

RECOMMENDATION OF THE BOARD OF DIRECTORS

The Board of Directors unanimously recommends a vote FOR the re-appointment of PwC as the Company’s auditor
[image: ]

Report of the Audit Committee of the Board of Directors

The Audit and Risk Committee of the Board (“Audit Committee”) has reviewed the audited consolidated financial statements of Verona Pharma plc (the “Company”) for the fiscal year ended December 31, 2021 and has discussed these financial statements with management and the Company’s independent registered public accounting firm. The Audit Committee has also received from, and discussed with, the Company’s independent registered public accounting firm various communications that such independent registered public accounting firm is required to provide to the Audit Committee, including the matters required to be discussed by the applicable requirements of the Public Company Accounting Oversight Board (“PCAOB”) and the Securities and Exchange Commission.

The Company’s independent registered public accounting firm also provided the Audit Committee with a formal written statement required by PCAOB Rule 3526 (Communications with Audit Committees Concerning Independence) describing all relationships between the independent registered public accounting firm and the Company, including the disclosures required by the applicable requirements of the PCAOB regarding the independent registered public accounting firm’s communications with the Audit Committee concerning independence. In addition, the Audit Committee discussed with the independent registered public accounting firm its independence from the Company.

Based on its discussions with management and the independent registered public accounting firm, and its review of the representations and information provided by management and the independent registered public accounting firm, the Audit Committee recommended to the Board of Directors that the audited consolidated financial statements be included in the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2021.

Vikas Sinha (Chair)

David Ebsworth, Ph.D.
Andrew Sinclair, Ph.D.

Independent Registered Public Accounting Firm Fees

The following table summarizes the fees of PwC, our independent registered public accounting firm, billed to us for each of the last two fiscal years for audit services and billed to us in each of the last two fiscal years for other services:

	Fee Category
	2021
	2020
	

	
	
	
	
	
	
	
	

	
	Audit Fees
	$453,000
	$318,000
	

	Audit-Related Fees
	$162,000
	$348,000
	

	
	Tax Fees
	
	
	—
	
	—
	

	All Other Fees
	$231,000
	$198,000
	

	
	
	
	
	
	
	
	

	
	Total Fees
	$846,000
	$864,000
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Audit Fees

Audit fees for the years ended December 31, 2021 and 2020, consisted of fees billed for the audit of Verona Pharma plc and its consolidated financial statements.

Audit-Related Fees

For the year ended December 31, 2021, audit-related services include fees for quarterly interim reviews.

For the year ended December 31, 2020, audit-related services include fees for quarterly interim reviews and the audit of conversion from International Financial Reporting Standards to U.S. Generally Accepted Accounting Principles for SEC filings.

All Other Fees

For the year ended December 31, 2021, other services related to advice relating to comfort with respect to the at-the-market offering, and certain regulatory filings.

For the year ended December 31, 2020, other services related to advice relating to fund raising and certain regulatory filings.

Audit Committee Pre-Approval Policy and Procedures

The Audit Committee has adopted a policy (the “Pre-Approval Policy”) which sets forth the procedures and conditions pursuant to which audit and non-audit services proposed to be performed by the independent auditor may be pre-approved. The Pre-Approval Policy generally provides that we will not engage PwC to render any audit, audit-related, tax or permissible non-audit service unless the service is either (i) explicitly approved by the Audit Committee (“specific pre-approval”) or (ii) entered into pursuant to the pre-approval policies and procedures described in the Pre-Approval Policy (“general pre-approval”). Unless a type of service to be provided by PricewaterhouseCoopers LLP has received general pre-approval under the Pre-Approval Policy, it requires specific pre-approval by the Audit Committee or by a designated member of the Audit Committee to whom the committee has delegated the authority to grant pre-approvals. Any proposed services exceeding pre-approved cost levels or budgeted amounts will also require specific pre-approval. For both types of pre-approval, the Audit Committee will consider whether such services are consistent with the SEC’s rules on auditor independence. The Audit Committee will also consider whether the independent auditor is best positioned to provide the most effective and efficient service, for reasons such as its familiarity with our business, people, culture, accounting systems, risk profile and other factors, and whether the service might enhance our ability to manage or control risk or improve audit quality. All such factors will be considered as a whole, and no one factor should necessarily be determinative. On an annual basis, the Audit Committee reviews and generally pre-approves the services (and related fee levels or budgeted amounts) that may be provided by PricewaterhouseCoopers LLP without first obtaining specific pre-approval from the Audit Committee. The Audit Committee may revise the list of general pre-approved services from time to time, based on subsequent determinations.

PROPOSAL 8.

To authorize the Audit and Risk Committee to determine the auditors’ remuneration for the year ending December 31, 2022

Proposal 8 authorizes the Audit Committee to determine our auditors’ remuneration for the fiscal year ending December 31, 2022. Fees for PwC in respect of the years ended December 31, 2021 and December 31, 2020, are set forth above under “Independent Registered Public Accounting Firm Fees and Other Matters.”

VOTE REQUIRED

This proposal requires approval by holders representing a simple majority of the total voting rights of shareholders present (in person or by proxy) who (being entitled to vote) vote on the proposal. Withheld votes are not considered to be votes cast and, accordingly, will have no effect on the outcome of the vote on this proposal.
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RECOMMENDATION OF THE BOARD OF DIRECTORS

The Board of Directors unanimously recommends a vote FOR authorization of the Audit
[image: ]

Committee to determine PwC’s remuneration for the year ending December 31, 2022

PROPOSAL 9.

To authorize the Board of Directors to exercise all the powers of the Company to allot shares in the Company or grant rights to subscribe for or to convert any security into shares in the Company up to an aggregate nominal amount of £24,702,912.

To authorize the Board of Directors generally and unconditionally for the purposes of Section 551 of the Companies Act to exercise all the powers of the Company to allot shares in the Company or grant rights to subscribe for or to convert any security into shares in the Company (“Rights”) up to an aggregate nominal amount of £24,702,912 to such persons at such times and upon such conditions as the directors may determine (subject to the Company’s Articles of Association).

This authority will replace any existing authorities to the extent not utilized at the date this resolution is passed and will, unless previously renewed, revoked or varied by the Company in general meeting, expire on June 1, 2023, provided that the Company may, at any time before such expiry, make an offer or enter into an agreement that would or might require shares to be allotted or Rights to be granted after such expiry and the Board of Directors may allot such shares or grant Rights pursuant to any such offer or agreement as if the authority conferred hereby had not expired.

VOTE REQUIRED

This proposal requires approval by holders representing a simple majority of the total voting rights of shareholders present (in person or by proxy) who (being entitled to vote) vote on the proposal. Withheld votes are not considered to be votes cast and, accordingly, will have no effect on the outcome of the vote on this proposal.

RECOMMENDATION OF THE BOARD OF DIRECTORS

The Board of Directors unanimously recommends a vote FOR the authorization of Directors to exercise all the powers to the Company to allot shares in the Company or grant Rights up to an aggregate nominal amount of £24,702,912
[image: ]

PROPOSAL 10.

To authorize the Board of Directors to allot equity securities for cash and/or to sell ordinary shares held by the Company as treasury shares for cash as if Section 561(1) of the Companies Act does not apply to any such allotment

As a U.K.-incorporated company, the Company’s ordinary shareholders are entitled, under

Section 561(1) of the Companies Act, to pre-emption rights, whereby, in the event that the Company wishes to allot new equity securities for cash, those securities must first be offered to existing shareholders in proportion to the number of ordinary shares they each hold before they can be offered to new shareholders.

Subject to and conditioned upon the passing of Proposal 9 above, this Proposal 10 authorizes the Board of Directors pursuant to Section 570 and 573 of the Companies Act to allot equity securities (as defined in Section 560 of the Companies Act) for cash pursuant to the authority conferred by Proposal 9 above and/or to sell ordinary shares held by the Company as treasury shares for cash, as if Section 561(1) of the Companies Act did not apply to any such allotment or sale, provided that this power will be limited to the allotment of equity securities or sale of treasury shares up to an aggregate nominal amount of £24,702,912, will replace any existing disapplication of Section 561 of the Companies Act to the extent not utilized at the date this resolution is passed and will expire on June 1, 2023, unless previously renewed, varied or revoked by the Company in general meeting, provided that the Company may, before such expiry, make an offer or agreement which would or might require shares in the Company or rights to be allotted or granted or treasury shares to be sold after this authority expires and that the Directors may allot shares in the Company or
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grant rights or sell treasury shares pursuant to such an offer or agreement as if the authority conferred by this resolution had not expired.

The Board of Directors considers that, at this stage of the development of the Company, the ability to raise new equity funds at relatively short notice and at low cost is vital to the continuing financial health of the business. We believe that it is in the best interests of the Company and our shareholders for the Board of Directors to seek to retain the ability to readily raise new equity funds at the appropriate time.

Anti-takeover Effects of Proposal 10

Release No. 34-15230 of the staff of the SEC requires disclosure and discussion of the effects of any action that may be used as an anti-takeover mechanism. Because this Proposal 10, if approved, will authorize the Board of Directors to allot new equity securities for cash without first offering them to existing shareholders, it could, under certain circumstances, have an anti-takeover effect, although this is not the purpose or intent of our Board of Directors. A relative increase in the number of our issued shares offered to new shareholders could enable the Board to render more difficult or discourage an attempt by a party attempting to obtain control of the Company. Moreover, the issuance of equity securities to persons friendly to the Board of Directors could make it more difficult to remove incumbent officers and directors from office even if such change were favorable to shareholders generally.

As stated above, the Company has no present intent to use any relative increase in the number of issued shares of our equity securities offered to new shareholders for anti-takeover purposes, and Proposal 10 is not part of a plan by the Board of Directors to adopt a series of anti-takeover provisions; however, if Proposal 10 is approved by the shareholders, then a greater number of our equity securities would be available for such purpose than is currently available. The Company is not aware of any pending or threatened efforts to obtain control of the Company, and the Board has no present intent to authorize the issuance of additional ordinary shares to discourage such efforts if they were to arise.

VOTE REQUIRED

This proposal requires approval by holders representing not less than 75% of the total voting rights of shareholders present (in person or by proxy) who (being entitled to vote) vote on the proposal. Votes withheld are not considered to be votes cast and, accordingly, will have no effect on the outcome of the vote on this proposal.

RECOMMENDATION OF THE BOARD OF DIRECTORS

The Board of Directors unanimously recommends a vote FOR the authorization of Directors to allot equity securities for cash and/or to sell ordinary shares held by the Company as treasury shares for cash as if Section 561(1) of the Companies Act does not apply to any such allotment
[image: ]
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Executive Officers

The following table identifies our current executive officers:

	Name
	Age
	
	Position

	
	
	
	
	

	David Zaccardelli, Pharm.D.(1)
	57
	President, Chief Executive Officer and Executive Director

	Mark W. Hahn(2)
	59
	Chief Financial Officer

	Claire Poll(3)
	55
	General Counsel

	Kathleen Rickard, M.D.(4)
	63
	Chief Medical Officer


[image: ]

(1) See biography on page 10 of this proxy statement.

(2) Mark Hahn. Mr. Hahn has served as our Chief Financial Officer since February 2020. From January 2018 until its acquisition by Swedish Orphan Biovitrum for up to $915 million in November 2019, Mr. Hahn served as CFO of Dova Pharmaceuticals, a company developing therapeutics for rare diseases. Previously, from 2010 until its acquisition by Melinta Therapeutics in November 2017, Mr. Hahn was CFO of Cempra, Inc. Mr. Hahn has served on the board of directors of ALSP Orchid Acquisition Corporation I since November 2021. Mr. Hahn received a B.B.A. degree in Accounting and Finance from the University of Wisconsin-Milwaukee and is a Certified Public Accountant in Maryland and North Carolina.

(3) Claire Poll. Ms. Poll has served as General Counsel since September 2016. From September 2015 to August 2016, Ms. Poll served as an advisor to us on legal, general corporate and financing matters. She also served as an Executive Director on our Board of Directors from September 2006 until September 2015. Ms. Poll received a Bachelor of Laws from the University of Western Australia and a Diploma in Applied Finance and Investment from the Securities Institute of Australia.

(4) Kathleen Rickard, M.D. Dr. Rickard has served as our Chief Medical Officer since February 2019. Prior to joining Verona Pharma, Dr. Rickard served in multiple roles at Aerocrine AB, a medical diagnostics product company, including as Chief Medical Officer from April 2011 to January 2019, and as Chief Compliance Officer from April 2014 to January 2019. Prior to Aerocrine, Dr. Rickard was Vice President Clinical Development and Medical Affairs of the Respiratory Medicines Development Centre at GlaxoSmithKline, a pharmaceutical company, and, over a period of 15 years, held a number of other leadership positions in clinical development across GlaxoSmithKline’s global respiratory franchise. Dr. Rickard received an M.D. from Hahnemann University Hospital, Philadelphia.

There are no family relationships among any of our executive officers or directors.

Corporate Governance

GENERAL

Our Board of Directors has adopted, among other policies, Corporate Governance Guidelines, a Code of Business Conduct and Ethics, an Insider Trading Compliance Policy, a Whistleblowing Policy and terms of reference for the Nomination and Corporate Governance Committee, Audit Committee, and Remuneration Committee to assist the Board in the exercise of its responsibilities and to serve as a framework for the effective governance of our Company. You can access our current committee terms of reference, our Corporate Governance Guidelines, Whistleblowing Policy and our Code of Business Conduct and Ethics in the “Corporate Governance” section of our investor relations website located at www.veronapharma.com/investors.

BOARD COMPOSITION

Our Board of Directors currently consists of eleven members, including one executive director and ten non-executive directors. One non-executive director, Dr. Andrew Sinclair, will retire at the AGM and not seek re-election.
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Our Articles of Association require that those directors who were appointed by the Board since our 2021 AGM of shareholders must retire from office and may offer themselves for re-election. Accordingly, James Brady will retire from office and offer himself for re-election by our shareholders at the AGM.

In accordance with our Articles of Association, one-third (or such number nearest to but not exceeding one-third) of the Company’s directors retire from office at every annual general meeting of shareholders. Retiring directors are eligible for re-election and, if no other director is elected to fill his or her position and the director is willing, shall be re-elected by default. The directors to retire at the AGM in every year shall include (so far as necessary to obtain the number required) any director who wishes to retire and not to offer himself or herself for re-election. Any further directors so to retire shall be the directors who have been longest in office since their last election. As between directors of equal seniority, the directors to retire shall in the absence of agreement be selected from among them by lot. Of the ten directors subject to retirement by rotation, Kenneth Cunningham, M.D., Rishi Gupta and Vikas Sinha will, on this occasion, retire from office and stand for re-election by our shareholders.

Having carried out an evaluation of the individual performance of each of Kenneth Cunningham, M.D., Rishi Gupta, Vikas Sinha and James Brady with the support of the Nomination and Corporate Governance Committee, our Board of Directors is satisfied that their performance continues to be effective and that they continue to demonstrate commitment to their roles. The Board of Directors considers that it is entirely appropriate for each of Kenneth Cunningham, M.D., Rishi Gupta, Vikas Sinha and James Brady to seek re-election at the AGM.

Each of the above directors has been nominated for re-election and no other nominees for directors have been presented. Therefore, it is anticipated that following the AGM, upon the retirement of Andrew Sinclair, Ph.D., if all of the above directors are re-elected, the Board of Directors will be comprised of ten members, including one executive director and nine non-executive directors.

DIRECTOR INDEPENDENCE

All of our directors, other than David Zaccardelli, Pharm.D., qualify as “independent” in accordance with Nasdaq listing requirements. The Nasdaq independence definition includes a series of objective tests, including that the director is not, and has not been for at least three years, one of our employees and that neither the director nor any of his or her family members has engaged in various types of business dealings with us. In addition, as required by Nasdaq rules, our Board of Directors has made a subjective determination as to each independent director that no relationships exist, which, in the opinion of our Board of Directors, would interfere with the exercise of independent judgment in carrying out the responsibilities of a director. In making these determinations, our Board of Directors reviewed and discussed information provided by the directors and us with regard to each director’s business and personal activities and relationships as they may relate to us and our management, including that Mr. Gupta and Dr. Shah are affiliated with certain of our significant stockholders. Dr. Zaccardelli is not independent because he is the President and Chief Executive Officer of our Company.

DIRECTOR CANDIDATES

Director Nomination Process

The Nomination and Corporate Governance Committee is primarily responsible for searching for qualified director candidates for election to the Board and filling vacancies on the Board of Directors. To facilitate the search process, the Nomination and Corporate Governance Committee may solicit current directors and executives of the Company for the names of potentially qualified candidates or ask directors and executives to pursue their own business contacts for the names of potentially qualified candidates. The Nomination and Corporate Governance Committee may also consult with outside advisors or retain search firms to assist in the search for qualified candidates, or consider director candidates recommended by our shareholders. Once potential candidates are identified, the Nomination and Corporate Governance Committee reviews the backgrounds of those candidates, evaluates candidates’ independence from the Company and potential conflicts of interest and determines if candidates meet the qualifications desired by
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the Nomination and Corporate Governance Committee for candidates for election as a director. James Brady, one of our non-executive director nominees, was identified and recommended by one of our non-executive directors.

In evaluating the suitability of individual candidates (both new candidates and current Board members), the Nomination and Corporate Governance Committee, in recommending candidates for election, and the Board of Directors, in approving (and, in the case of vacancies, appointing) such candidates, may take into account many factors, including but not limited to: personal and professional integrity, ethics and values; experience in corporate management, such as serving as an officer or former officer of a publicly held company; strong finance experience; relevant social policy concerns; experience relevant to the Company’s industry; experience as a board member or executive officer of another publicly held company; relevant academic expertise or other proficiency in an area of the Company’s operations; diversity of expertise and experience in substantive matters pertaining to the Company’s business relative to other board members; diversity of background and perspective, including, but not limited to, with respect to age, gender, race, place of residence and specialized experience; practical and mature business judgment, including, but not limited to, the ability to make independent analytical inquiries; and any other relevant qualifications, attributes or skills. The Board of Directors evaluates each individual in the context of the Board of Directors as a whole, with the objective of assembling a group that can best perpetuate the success of the business and represent shareholder interests through the exercise of sound judgment using its diversity of experience in these various areas. In determining whether to recommend a director for re-election, the Nomination and Corporate Governance Committee may also consider the director’s past attendance at meetings and participation in and contributions to the activities of the Board of Directors.

Shareholder Recommendations and Nominees

The Nomination and Corporate Governance Committee and the Board have not established a formal policy with regard to the consideration of director candidates recommended by shareholders. This is due to the following factors: (i) the limited number of such recommendations, (ii) the need to evaluate such recommendations on a case-by-case basis, and (iii) the expectation that recommendations from shareholders would be considered in the same manner as recommendations by directors, officers, outside advisors or search firms in the event of a vacancy on the Board.

Shareholders who desire to nominate persons directly for election to the Board of Directors at an annual general meeting of shareholders must meet the deadlines and other requirements set forth under “Additional Information — Shareholder Proposals for 2023 Annual General Meeting.” Any vacancies on the Board of Directors occurring between our annual general meetings of shareholders may be filled by a majority of the directors then in office, in which case any director so elected will serve until the next annual general meeting of shareholders when such director will offer himself or herself for re-election, or by ordinary resolution of the shareholders of the Company.

COMMUNICATIONS FROM SHAREHOLDERS

The Board of Directors will give appropriate attention to written communications that are submitted by shareholders, and will respond if and as appropriate. Our Company Secretary and General Counsel are primarily responsible for monitoring communications from shareholders and for providing copies or summaries to the directors as they consider appropriate.

Communications are forwarded to all directors if they relate to important substantive matters and include suggestions or comments that our Company Secretary or General Counsel and Chairperson of the Board consider to be important for the directors to know. In general, communications relating to corporate governance and long-term corporate strategy are more likely to be forwarded than communications relating to ordinary business affairs, personal grievances and matters as to which we tend to receive repetitive or duplicative communications. Shareholders who wish to send communications on any topic to the Board of Directors should address such communications to the Board of Directors in writing: c/o Company Secretary, Verona Pharma plc, c/o Shakespeare Martineau LLP, 6th Floor, 60 Gracechurch Street, London, EC3V 0HR.
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BOARD LEADERSHIP STRUCTURE AND ROLE IN RISK OVERSIGHT

Our Corporate Governance Guidelines provide our Board of Directors with flexibility to combine or separate the positions of Chairperson of the Board and Chief Executive Officer in accordance with its determination that utilizing one or the other structure would be in the best interests of our Company based on the circumstances at that time. We recognize that different board leadership structures may be appropriate for companies in different situations.

Based on the Company’s present circumstances, the Board believes that the Company and its shareholders are best served by having Dr. Ebsworth serve as its Chairperson of the Board and
Dr. Zaccardelli serve as its Chief Executive Officer. Our current leadership structure permits Dr. Zaccardelli to focus his attention on managing our Company and permits Dr. Ebsworth to manage the Board of Directors. Accordingly, we believe our current leadership structure is the optimal structure for us at this time. However, our Board of Directors will continue to periodically review our leadership structure and may make such changes in the future as it deems appropriate.

Risk assessment and oversight are an integral part of our governance and management processes. Our Board of Directors encourages management to promote a culture that incorporates risk management into our corporate strategy and day-to-day business operations. Management discusses strategic and operational risks at regular management meetings and conducts specific strategic planning and review sessions during the year that include a focused discussion and analysis of the risks facing us. Throughout the year, senior management reviews these risks with the Audit Committee or Board of Directors at regular meetings as part of management presentations that focus on particular business functions, operations or strategies, and presents the steps taken by management to mitigate or eliminate such risks. As provided in the terms of reference of the Audit Committee, the Audit Committee is responsible for discussing the Company’s policies with respect to risk assessment and risk management, including guidelines and policies to govern the process by which the Company’s exposure to risk is handled. In accordance with those policies, the Board and the Board committees have an active role in overseeing management of the Company’s risks inherent in their respective areas of oversight. In particular, our Board of Directors is responsible for monitoring and assessing strategic risk exposure, including business continuity risks, such as risks relating to the COVID-19 pandemic. The Audit Committee monitors compliance with legal and regulatory requirements, discusses the Company’s policies with respect to risk assessment and risk management, including guidelines and policies to govern the process by which the Company’s exposure to risk is handled, oversees management of the Company’s financial and cybersecurity risks, and considers and approves or disapproves any related person transactions. Our Nomination and Corporate Governance Committee monitors the risks relating to our corporate governance framework and succession planning for our Board of Directors and senior management. Our Remuneration Committee assesses and monitors whether any of our remuneration policies and programs has the potential to encourage excessive risk-taking. While each committee is responsible for evaluating certain risks and overseeing the management of such risks, the entire Board has an active role in overseeing management of the Company’s risks and is regularly informed through committee reports about such risks. The Board does not believe that its role in the oversight of our risks adversely affects the Board’s leadership.

PERIODIC BOARD EVALUATION

Our Corporate Governance Guidelines require the Nomination and Corporate Governance Committee to oversee a periodic assessment of the Board and its committees.

CODE OF BUSINESS CONDUCT AND ETHICS

We have adopted a written Code of Business Conduct and Ethics that applies to our directors, officers and employees, including our principal executive officer, principal financial officer, principal accounting officer or controller, or persons performing similar functions, and others temporarily assigned to perform work or services for us. We have posted a current copy of the Code of Business Conduct and Ethics in the “Corporate Governance” section of our investor relations website at www.veronapharma.com/investors. Our Board of Directors is responsible for administering the Code of Business Conduct and Ethics. The Board of Directors is allowed to amend, alter or terminate the Code of Business Conduct and Ethics. In addition,
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we intend to post on our website all disclosures that are required by law or the Nasdaq rules concerning any amendments to, or waivers from, any provision of the Code of Business Conduct and Ethics.

ANTI-HEDGING POLICY

Our Board of Directors has adopted an Insider Trading Compliance Policy, which applies to all of our directors, officers and employees. The policy prohibits our directors, officers and employees and any entities they control from purchasing financial instruments, such as prepaid variable forward contracts, equity swaps, collars, and exchange funds, or otherwise engaging in transactions that hedge or offset, or are designed to hedge or offset, any decrease in the market value of the Company’s equity securities, or that may cause an officer, director, or employee to no longer have the same objectives as the Company’s other shareholders.

ATTENDANCE BY MEMBERS OF THE BOARD OF DIRECTORS AT MEETINGS

There were 8 meetings of the Board of Directors during the fiscal year ended December 31, 2021. During the fiscal year ended December 31, 2021, each director attended at least 75% of the aggregate of all meetings of the Board of Directors and meetings of the committees on which the director served during the period in which he or she served as a director.

Currently, we do not maintain a formal policy regarding director attendance at the AGM; however, it is expected that directors will attend absent compelling circumstances. All of our then-serving directors attended our annual general meeting of shareholders held in 2021.

Committees of the Board

Our Board of Directors has established an Audit Committee, Remuneration Committee, and Nomination and Corporate Governance Committee, each of which operates under written terms of reference that have been approved by our Board and that are available in the “Corporate Governance” section of our investor relations website at www.veronapharma.com/investors . All of the members of each of these committees are independent as defined under the Nasdaq rules. Our Board of Directors has determined that David Ebsworth, Ph.D., Andrew Sinclair, Ph.D., Vikas Sinha and James Brady meet the independence requirements of Rule 10A-3 under the Securities Exchange Act of 1934, as amended (the “Exchange Act”). All members of the Remuneration Committee meet the heightened standard for independence specific to members of a compensation committee under the Nasdaq rules and each qualifies as a “non-employee director” as defined in Rule 16b-3 of the Exchange Act. All members of the Nomination and Corporate Governance Committee are independent under the Nasdaq rules.

The members of each of the Audit, Remuneration and Nomination and Corporate Governance Committees and the committee Chairs are set forth in the following chart.

	
	
	
	
	
	Nomination and

	
	Audit and
	
	
	
	Corporate

	Name
	
	Risk
	Remuneration
	
	Governance

	
	
	
	
	
	
	

	Ken Cunningham, M.D.
	
	
	
	Chair
	
	

	James Brady
	
	X
	
	
	
	

	Lisa Deschamps
	
	
	
	
	
	X

	David Ebsworth, Ph.D.
	
	X
	
	X
	
	Chair

	Rishi Gupta
	
	
	
	X
	
	

	Mahendra Shah, Ph.D.
	
	
	
	
	
	X

	Andrew Sinclair, Ph.D.*
	
	X
	
	
	
	

	Vikas Sinha
	
	Chair
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· Dr. Sinclair will retire at the conclusion of the AGM and not seek re-election.

AUDIT AND RISK COMMITTEE

The Audit Committee’s responsibilities include, among other things:
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· monitoring the integrity of the financial statements of the Company, including its annual and interim reports, preliminary results’ announcements and any other formal announcement relating to its financial performance;

· reviewing significant financial reporting issues and judgments that they contain;

· reviewing and discussing with the Company’s management and external auditor the Company’s audited financial statements and quarterly financial statements to be filed with the SEC, including disclosures under the caption “management’s discussion and analysis of financial condition and results of operation” and the matters required to be discussed by applicable Public Company Accounting Oversight Board (the “PCAOB”) standards and SEC rules;

· considering whether it will recommend to the Board of Directors that the Company’s audited financial statements be included in the Company’s Annual Report on Form 10-K;

· preparing an annual committee report for inclusion where necessary in the proxy statement of the Company relating to its annual general meeting of shareholders;

· overseeing the appointment, re-appointment, and removal of the Company’s external auditor;

· reviewing and approving the annual audit plan;

· coordinating the Board of Directors’ oversight of the Company’s internal control over financial reporting and disclosure controls and procedures;

· discussing the Company’s policies with respect to risk assessment and risk management;

· establishing the Company’s arrangements for the receipt, retention and treatment of complaints received by the Company regarding accounting, internal accounting controls or auditing matters; and

· reviewing the Company’s policies and procedures for reviewing and approving or ratifying related person transactions.

The current members of the Audit Committee are James Brady, David Ebsworth, Ph.D., Andrew Sinclair, Ph.D. and Vikas Sinha. Mr. Sinha serves as the Chairperson of the Audit Committee. The members of our Audit Committee meet the requirements for financial literacy under the applicable rules of Nasdaq. Our Board of Directors has determined that each of Vikas Sinha and James Brady is an “audit committee financial expert” as defined by Item 407(d)(5)(ii) of Regulation S-K. Dr. Sinclair will retire at the conclusion of the AGM and not seek re-election, and will at that time also retire from the Audit Committee.

The Audit Committee meets as often as one or more members of the Audit Committee deem necessary, but in any event, meets at least four times per year. The Audit Committee meets at least once per year with our independent accountant, without our management being present. The Audit Committee met seven times in 2021.

REMUNERATION COMMITTEE

The Remuneration Committee’s responsibilities include, among other things:

· determining and agreeing with the Board of Directors the framework for the remuneration of the Company’s chief executive, chairperson, the executive directors, the company secretary and such other members of the Company’s management as it is designated to consider;

· approving all service contracts between the Company and its directors or between the Company and any subsidiary and its directors;

· determining the policy for, and scope of, pension arrangements for each executive director and other senior executives;

· establishing the selection criteria, selecting, appointing and setting the terms of reference for any remuneration consultants who advise the Remuneration Committee and, when considered necessary, to obtain reliable, up-to-date information about remuneration in other companies;
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· making a report each year to the shareholders on behalf of the Board of Directors, which report should form part of, or be annexed to, the Company’s annual report and accounts;

· to the extent that the Company is required to include a Compensation Discussion and Analysis (“CD&A”) in our proxy statement, reviewing and discussing with management our CD&A and considering whether it will recommend to the Board of Directors that the CD&A be included in the proxy statement; and

· if required, preparing the annual compensation committee report pursuant to the rules of the Exchange Act.

The Remuneration Committee has the authority to retain or obtain the advice of remuneration consultants, legal counsel and other advisors to assist in carrying out its responsibilities, including being directly responsible for the appointment, oversight and compensation of such consultant, counsel or advisor and the ability to cause us, without further action by the Board of Directors, to pay the compensation of such consultant, counsel or advisor as approved by the Remuneration Committee, provided, however, that in retaining or obtaining the advice of such consultant, counsel or advisor, other than in-house legal counsel, the Remuneration Committee shall take into consideration the factors affecting independence required by applicable SEC rules and Nasdaq rules. The Remuneration Committee also has the authority to conduct or authorize investigations into any matters within the scope of its responsibilities as it shall deem appropriate, including the authority to request any officer, employee or advisor of us to meet with the Remuneration Committee or any advisors engaged by the Remuneration Committee.

During 2021, the Remuneration Committee engaged AoN Consulting, Inc. (“AoN”). The Remuneration Committee reviewed compensation assessments provided by AoN comparing our compensation to that of a group of peer companies within our industry and met with AoN to discuss compensation of our executive officers and non-executive directors and to receive input and advice. The Remuneration Committee has considered the adviser independence factors required under SEC rules as they relate to (i) additional services, (ii) total fees as a percentage of total revenue, (iii) conflict of interest policies, (iv) business or personal relationships with members of the Remuneration Committee, (v) stock ownership by compensation advisors, and (vi) business or personal relationships with executives of the company and does not believe AoN’s work in 2021 raised a conflict of interest. For discussion of the role of compensation consultants in determining executive and non-employee director compensation, please refer to “Executive Compensation” and “Director Compensation” below.

The current members of our Remuneration Committee are Ken Cunningham, M.D., David Ebsworth, Ph.D. and Rishi Gupta. Dr. Cunningham serves as the Chairperson of the Remuneration Committee.

The Remuneration Committee met six times during 2021.

NOMINATION AND CORPORATE GOVERNANCE COMMITTEE

The Nomination and Corporate Governance Committee’s responsibilities include, among other things:

· evaluating the structure, size and composition (including the skills, knowledge and experience) of the Board of Directors and make recommendations to the Board of Directors with regard to any adjustments that are deemed necessary;

· identifying and nominating, for the approval of the Board of Directors, candidates to fill Board vacancies as and when they arise;

· putting in place plans for the orderly succession of appointments to the Board of Directors and to senior management;

· making recommendations to the Board of Directors on the membership of the Audit and Risk, Remuneration and Nomination and Corporate Governance Committees, in consultation with the chairs of those committees; and

· overseeing a periodic self-evaluation of the Board of Directors to determine whether it and its committees are functioning effectively.

The current members of our Nomination and Corporate Governance Committee are Lisa Deschamps, David Ebsworth, Ph.D. and Mahendra Shah, Ph.D. Dr. Ebsworth serves as the Chairperson of the Nomination and Corporate Governance Committee.
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The members of the Nomination and Corporate Governance Committee met two times during 2021.

Executive and Director Compensation

This section discusses the material components of the executive compensation program for our executive officers who are named in the “2021 Summary Compensation Table” below. In 2021, our “named executive officers” and their positions were as follows:

· David Zaccardelli, Pharm.D., President and Chief Executive Officer;

· Mark Hahn, Chief Financial Officer; and

· Kathleen Rickard, M.D., Chief Medical Officer.

2021 SUMMARY COMPENSATION TABLE

The following table sets forth information concerning the compensation of our named executive officers for the year ended December 31, 2021.

	
	
	
	
	
	
	
	
	
	
	
	
	Non-Equity
	
	
	

	
	
	
	
	
	
	
	
	Stock
	Option
	Incentive Plan
	All Other
	

	Name and Principal Position
	
	Year    Salary ($)
	Bonus ($)
	Awards ($)(1)
	Awards ($)(1)
	Compensation ($)
	Compensation ($)
	Total ($)

	David Zaccardelli
	
	2021
	
	272,500
	
	—
	
	496,035
	
	—
	
	328,313
	
	26,456(2)
	
	1,123,304

	President and Chief
	2020
	
	229,167
	
	—
	17,620,462
	
	—
	412,500
	
	39,110
	
	18,301,239

	Executive Officer
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	—
	
	
	
	
	

	Mark Hahn
	2021
	
	402,500
	
	—
	99,210
	
	—
	218,875
	
	17,704(3)
	
	738,289

	Chief Financial
	2020
	
	229,167
	
	—
	17,915,584
	
	—
	275,000
	
	35,047
	
	18,454,798

	Officer
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	—
	
	
	
	
	

	Kathleen Rickard
	2021
	
	413,751
	
	—
	—
	—
	140,675
	
	7,957(4)
	
	562,383

	Chief Medical Officer
	2020
	
	401,700
	
	125,000
	
	3,201,340
	
	42,013
	
	176,748
	
	19,314
	
	3,966,115
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(1) Amounts reflect the full grant-date fair value of stock awards granted during 2021 computed in accordance with ASC Topic 718, rather than the amounts paid to or realized by the named individual. For a description of the assumptions used in valuing these awards, see Note 12 to our audited consolidated financial statements included in our Annual Report on Form 10-K for the fiscal year ended December 31, 2021.

(2) Consists of a cash payout in lieu of unused holidays ($14,856) and Company pension contributions ($11,600).

(3) Consists of a cash payout in lieu of unused holidays ($9,904) and pension contributions ($7,800).

(4) Consists of a cash payout in lieu of unused holidays.

Narrative to 2021 Summary Compensation Table

2021 Annual Base Salaries

The named executive officers receive a base salary to compensate them for services rendered to our company. The base salary payable to each named executive officer is intended to provide a fixed component of compensation reflecting the executive’s skill set, experience, role and responsibilities.

Our remuneration committee periodically reviews named executive officer base salaries in consultation with management to determine whether any adjustments are necessary or appropriate. The following table shows the annual cash base salaries of our named executive officer for 2021 and 2022. Except as otherwise noted, all annual base salary increases were effective January 1 of the given year.
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	2021 Cash Annual
	2022 Cash Annual

	Name
	Base Salary ($)
	Base Salary ($)

	
	
	
	
	

	David Zaccardelli(1)
	272,500
	
	524,842

	Mark Hahn(1)
	402,500
	
	430,450

	Kathleen Rickard
	413,751
	
	434,439
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(1) As further described below in the section entitled “— Executive Compensation Arrangements,” Dr. Zaccardelli’s and Mr. Hahn’s annual base salaries are payable in part in cash and in part in restricted stock units pursuant to their employment agreements. The amounts shown in this table represent the portion of the executive’s annual base salary that was payable in cash for 2021 and 2022. The portion of Dr. Zaccardelli and Mr. Hahn’s annual base salary that was payable in restricted stock units is described below in the section entitled “— Equity Compensation.”

2021 Annual Cash Bonuses

In addition to base salaries, our named executive officers are eligible to receive a discretionary bonus designed to drive the achievement of the Company’s strategic and corporate objectives. The goals are set at the start of the year by the Board of Directors and performance against objectives is assessed by the remuneration committee after the end of the relevant financial year. Dr. Zaccardelli and Mr. Hahn are each eligible to receive an annual bonus targeted at 50% of his base salary, while Dr. Rickard is eligible to receive an annual bonus targeted at 40% of her base salary.

For 2021, our corporate bonus objectives were based on operational and financial milestones, which consisted of completion of enrollment in our ENHANCE-1 and ENHANCE-2 clinical studies, reporting data from our MD-201 and COV-201 studies, progressing external licensing of ensifentrine, preparing a commercialization plan for ensifentrine and Company operation at or below an approved budget; however, our remuneration committee did not assign any particular weights to any particular objectives, nor did it have separate goals for any particular executive.

Based on its evaluation of Company performance, the remuneration committee determined that, in the aggregate, the Company’s corporate bonus objectives were achieved and the committee approved annual bonuses that represented 85% of the target annual bonus for each of the named executives. The actual annual cash bonuses awarded to each named executive officer for 2021 performance are set forth above in the Summary Compensation Table in the column entitled “Non-Equity Incentive Plan Compensation.”

Equity Compensation

As further described below in the section entitled “— Executive Compensation Arrangements,” Dr. Zaccardelli’s and Mr. Hahn’s annual base salaries are each payable in part in cash and in part in restricted stock units pursuant to their employment agreements. In 2021, Mr. Zaccardelli and Mr. Hahn were granted awards of restricted stock units covering 66,138 and 13,228 ADSs, respectively. These restricted stock units were granted under our 2017 Incentive Award Plan, as it may be amended and/or restated from time to time, which we refer to as the 2017 Incentive Plan. These restricted stock units vested in quarterly installments over a one year period, subject generally to continued employment.

Other Elements of Compensation

Retirement Plans

We currently maintain a 401(k) retirement savings plan for our U.S.-based employees, including our named executive officers, who satisfy certain eligibility requirements. Our named executive officers are eligible to participate in the 401(k) plan on the same terms as other full-time employees. The Internal Revenue Code allows eligible employees to defer a portion of their compensation, within prescribed limits, on a pre-tax basis through contributions to the 401(k) plan. Currently, we match contributions made by participants in the 401(k) plan up to 4% of the employee’s annual compensation. Matching contributions made during 2021 vest over a four year period.
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Employee Benefits and Perquisites

We offer the opportunity to participate in various health and welfare programs to our full-time employees, including our named executive officers, who participate on the same basis as other full-time employees. These programs include medical, dental and vision benefits; short-term and long-term disability insurance; and life insurance. We believe the perquisites described above are necessary and appropriate to provide a competitive compensation package to our named executive officers.

OUTSTANDING EQUITY AWARDS AT 2021 FISCAL YEAR-END

The following table summarizes the number of company securities underlying outstanding equity incentive plan awards for each named executive officer as of December 31, 2021. Awards cover ordinary shares and/or ADSs; however, amounts shown below are expressed in terms of the number of ADSs that are covered by each such award. The exercise prices per share are expressed in U.S. dollars based on the exchange rate on the date of grant.

	
	
	
	
	
	
	
	Option Awards
	
	
	
	
	
	
	Stock Awards
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	Equity

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	Incentive

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	Equity
	Plan

	
	
	
	
	
	
	
	
	
	Equity
	
	
	
	
	
	
	
	
	Incentive
	Awards:

	
	
	
	
	
	
	
	
	
	Incentive
	
	
	
	
	
	
	
	
	Plan
	Market or

	
	
	
	
	
	
	
	
	
	Plan
	
	
	
	
	
	
	
	
	Awards:
	Payout

	
	
	
	
	
	
	
	
	
	Awards:
	
	
	
	
	
	
	Market
	Number of
	Value of

	
	
	
	
	
	Number of
	Number of
	
	Number of
	
	
	
	
	Number of
	Value of
	Unearned
	Unearned

	
	
	
	
	
	Securities
	Securities
	
	Securities
	
	
	
	
	Shares or
	Shares or
	Shares,
	Shares,

	
	
	
	
	
	Underlying
	Underlying
	
	Underlying
	
	
	
	
	Units of
	Units of
	Units or
	Units or

	
	
	
	
	Unexercised
	Unexercised
	Unexercised
	Option
	Option
	Stock That
	Stock That
	Other Rights
	Other Rights

	
	
	Grant
	
	Options (#)
	Options (#)
	
	Unearned
	Exercise
	Expiration
	Have Not
	Have Not
	That Have
	That Have

	Name
	
	Date
	
	
	Exercisable
	
	Unexercisable
	
	Options (#)
	
	Price ($)
	
	Date
	
	Vested (#)
	
	Vested ($)
	
	Not Vested (#)
	
	Not Vested ($)

	David Zaccardelli
	5/7/2020(1)
	
	—
	—
	
	—
	—
	—
	296,230
	
	1,990,666
	
	—
	—

	
	
	8/20/2020(1)
	
	—
	—
	
	—
	—
	—
	1,004,177
	
	6,748,069
	
	—
	—

	
	
	1/28/2021(2)
	
	—
	—
	
	—
	—
	—
	16,534
	
	111,108
	
	—
	—

	Mark Hahn
	5/7/2020(1)
	
	—
	—
	
	—
	—
	—
	222,173
	
	1,493,003
	
	—
	—

	
	
	8/20/2020(1)
	
	—
	—
	
	—
	—
	—
	1,078,234
	
	7,245,732
	
	—
	—

	
	
	1/28/2021(2)
	
	—
	—
	
	—
	—
	—
	3,307
	
	22,223
	
	—
	—

	Kathleen Rickard
	4/1/2019
	
	40,833
	
	29,167(3)
	
	—
	5.99
	
	3/29/2029
	
	—
	—
	15,000(4)
	
	100,800

	
	
	3/3/2020(5)
	5,469
	
	7,031
	
	—
	5.64
	
	3/3/2030
	
	—
	—
	—
	—

	
	
	8/20/2020(6)
	
	—
	—
	
	—
	—
	—
	263,583
	
	1,771,278
	
	—
	—
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(1) The outstanding restricted stock units cover ADSs and vest in nine equal quarterly installments from February 1, 2022, provided that the restricted stock units will immediately vest prior to a change in control, subject, in each case, to the holder’s continued employment with us through the applicable vesting date and potential accelerated vesting as described in the section below titled “— Executive Compensation Arrangements.”

(2) The outstanding restricted stock units cover ADSs and vested on February 1, 2022.

(3) The option covers ADSs and the unvested portion of option is scheduled to vest (x) as to 20,417 ADSs, on March 31, 2022 and (y) as to 8,750 ADSs, on March 31, 2023, subject, in each case, to
Dr. Rickard’s continued employment with us through the applicable vesting date.

(4) The restricted stock units cover ADSs and were scheduled to vest (w) as to 4,375 ADSs, on May 10, 2020, (x) as to 4,375 ADSs, on May 10, 2021, (y) as to 4,375 ADSs, on May 10, 2022, and (z) as to 1,875 ADSs, on May 10, 2023, provided that the restricted stock units will not vest until either (1) the first business day after the first period of 30 consecutive days after the applicable vesting date during which the trailing average closing price of an ordinary share of the Company equals or exceeds two pounds sterling (the “Market Condition”) or (2) the occurrence of a change in control, subject, in each case, to the holder’s continued employment with us through the applicable vesting date. In the event the Market Condition is not attained, the restricted stock units will remain eligible to vest on the fifth
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anniversary of the grant date, subject, in each case, to the holder’s continued employment with us through the applicable vesting date. The Market Condition has not yet been attained, so the award remains eligible to vest.

(5) The options cover ADSs and 25% of options vested on March 3, 2021, and the remainder vest in equal quarterly installments thereafter over the subsequent three years, subject, in each case, to the holder’s continued employment with us through the applicable vesting date.

(6) The outstanding restricted stock units cover ADSs and vest in 11 equal quarterly installments, with the first installment on February 1, 2022, provided, that the restricted stock units will immediately prior to a change in control, subject, in each case, to the holder’s continued employment with us through the applicable vesting date.
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Executive Compensation Arrangements

We have entered into employment and severance agreements with each of our named executive officers. Certain key terms of these agreements are described below.

David S. Zaccardelli, Pharm.D.

We entered into an employment agreement with Dr. Zaccardelli pursuant to which he commenced employment with us on February 1, 2020. This agreement entitles Dr. Zaccardelli to receive an annual base salary initially equal to $750,000 (which was subsequently increased to $772,500, effective January 1, 2021 and further increased to $795,675, effective January 1, 2022), which is payable in part in cash and in part in restricted stock units (which vest in equal quarterly installments during the calendar year in which the grant occurs, subject to continued employment) and a target annual bonus opportunity of 50% of his annual base salary.

If Dr. Zaccardelli’s employment is terminated by us without “Cause” or by Dr. Zaccardelli for

“Good Reason” (as each such term is defined in his employment agreement), then, subject to his signing and not revoking a general release of claims, he is entitled to receive (i) 12 months of base salary continuation and continued payment of premiums for continued medical coverage under COBRA, (ii) an amount equal to 100% of Dr. Zaccardelli’s full annual discretionary bonus, calculated as though all applicable objectives have been achieved for the year of termination, (iii) payment of all accrued and unused paid time-off, and

(iv) full accelerated vesting of any outstanding, unvested equity awards under our share and share option schemes (with any performance-vesting awards become vested based on target level attainment).

Dr. Zaccardelli has also agreed to refrain from competing with us or soliciting our customers or prospective customers for a period of one year following his termination of employment.

Mark W. Hahn

We entered into an employment agreement with Mr. Hahn pursuant to which he commenced

employment with us on February 1, 2020 and has served as our Chief Financial Officer since

March 1, 2020. This agreement entitles Mr. Hahn to receive an initial annual base salary of $500, 000

(which was subsequently increased to $515,000, effective January 1, 2021 and further increased to

$530,450, effective January 1, 2022), which is payable in part in cash and in part in restricted stock units (which vest in equal quarterly installments during the calendar year in which the grant occurs, subject to continued employment) and a target annual bonus opportunity of 50% of his annual base salary. If

Mr. Hahn’s employment is terminated by us without “Cause” or by Mr. Hahn for “Good Reason” (as each such term is defined in his employment agreement), then, subject to his signing and not revoking a general release of claims, he is entitled to receive the same severance payments and benefits that Dr. Zaccardelli is entitled to receive, as described above. Mr. Hahn has also agreed to refrain from competing with us or soliciting our customers or prospective customers for a period of one year following his termination of employment.

Kathleen Rickard, M.D.

We entered into an offer letter with Dr. Rickard on December 13, 2018, pursuant to which she agreed to serve as our Chief Medical Officer, effective February 1, 2019. This agreement entitles Dr. Rickard to receive an annual base salary (which, for 2021, was $413,751, and which has been subsequently increased to $434,439, effective January 1, 2022) and a target annual bonus opportunity of 40% of her annual base salary, with the amount of any such bonus based on performance criteria for our company and her individual performance, as determined by the Board of Directors in its sole discretion.

If Dr. Rickard’s employment is terminated by us without “Cause” or by Dr. Rickard for “Good Reason” (as each such term is defined in her offer agreement), then, subject to her signing and not revoking a general release of claims, she is entitled to receive (i) four weeks of base salary continuation, (ii) four weeks of continued payment of premiums for continued medical coverage under COBRA, (iii) a pro-rated portion of the annual bonus that she otherwise would have earned in the year of termination based on actual performance in such year.
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Dr. Rickard is also entitled to participate in the Verona Pharma plc Employee Change in Control Severance Benefit Plan (the “Severance Plan”). Under the Severance Plan, if, upon or within 12 months following a change in control, we terminate the employment of Dr. Rickard without Cause (as defined in the Severance Plan) or if Dr. Rickard resigns voluntarily under the terms of a voluntary reduction in force program established by the administrator of the Severance Plan pursuant to which the participant is eligible to resign and receive benefits under the Severance Plan, then Dr. Rickard will be entitled to receive (i) base salary and medical benefit continuation for a period (the “Severance Period”) of twelve months, (ii) a pro-rated target cash bonus for the year of termination, (iii) relocation benefits paid to Dr. Rickard in connection with any relocation that occurred within 12 months prior to the change in control and (iv) outplacement services until the end of the Severance Period (or, if earlier, until the acceptance of an offer of full-time employment from a subsequent employer).

2021 DIRECTOR COMPENSATION

We have entered into letters of appointment with each of our non-executive directors pursuant to which they are entitled to receive an annual fee for their services as a member of the board, and an additional fee for service on its committees. These fees are as follows:

· each non-employee director receives an annual cash retainer of £30,000;

· the Chairman of the Board of Directors, each Chairman of a committee of the Board of Directors or a member of a committee of the Board of Directors, receives additional cash compensation as follows:

· the Chairman of the Board of Directors receives an additional annual retainer of £78,000;

· the Chairman of the Audit and Risk Committee receives an additional annual retainer of £12,000;

· the Chairman of the Remuneration Committee receives an additional annual retainer of £10,000;

· a member of the Audit and Risk Committee receives an additional annual retainer of £5,000;

· a member of the Remuneration Committee receives an additional annual retainer of £4,000; and

· a member of the Nomination and Corporate Governance Committee receives an additional annual retainer of £3,000;

The fees are paid monthly in arrears. These letters also provide for reimbursement of reasonable and documented expenses incurred in the performance of board duties, including reimbursement of business class air travel.

The following table sets forth in summary form information concerning the compensation that we paid or awarded during the year ended December 31, 2021 to each of our non-employee directors.

2021 Director Compensation Table

	
	
	
	
	Fees Earned
	Stock
	Option
	
	

	
	
	
	
	or Paid in
	Awards
	Awards
	
	

	
	Name
	
	
	Cash ($)(1)
	
	($)(1)
	
	($)(2)
	
	Total ($)
	

	
	Ken Cunningham
	54,143
	
	—
	33,757
	87,900
	

	
	Lisa Deschamps
	37,224
	
	134,705
	33,757
	205,686

	
	Rishi Gupta
	46,022
	
	—
	33,757
	79,779
	

	
	Mahendra Shah
	44,668
	
	—
	33,757
	78,425

	
	Andrew Sinclair
	47,375
	
	—
	33,757
	81,132
	

	
	Vikas Sinha
	56,850
	
	—
	33,757
	90,607

	
	Anders Ullman
	40,607
	
	—
	33,757
	74,364
	

	
	Martin Edwards
	40,607
	
	—
	33,757
	74,364

	
	David Ebsworth
	158,369
	
	—
	33,757
	192,126
	

	
	
	30
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	


[image: ][image: ][image: ][image: ][image: ][image: ]

TABLE OF CONTENTS
[image: ]




(1) Amounts shown in this column are expressed in U.S. dollars. Amounts for 2021 paid in pounds sterling have been converted to U.S. dollars based on the exchange rate ($1.353583 to 1 pound sterling) as of December 31, 2021.

(2) Amounts reflect the full grant-date fair value of stock awards and option awards granted during 2021 computed in accordance with ASC Topic 718, rather than the amounts paid to or realized by the named individual. For a description of the assumptions used in valuing these awards, see Note 12 to our audited consolidated financial statements included in our Annual Report on Form 10-K for the fiscal year ended December 31, 2021.

The table below shows the aggregate numbers of option awards (exercisable and unexercisable) and unvested stock awards held as of December 31, 2021 by each non-employee director. Awards cover ordinary shares and/or ADSs; however, amounts shown below are expressed in terms of the number of ADSs that are covered by each such award.

	
	
	
	
	Unvested

	
	
	Option
	Stock

	
	
	Awards
	Awards

	
	
	Outstanding
	Outstanding

	
	
	at 2021 Fiscal
	at 2021 Fiscal

	Name
	Year End
	Year End

	
	
	
	
	

	Ken Cunningham
	8,000
	
	—

	Lisa Deschamps
	8,000
	
	3,625

	Rishi Gupta
	31,200
	
	—

	Mahendra Shah
	8,000
	
	—

	Andrew Sinclair
	31,200
	
	—

	Vikas Sinha
	23,048
	
	—

	Anders Ullman
	8,000
	
	—

	Martin Edwards
	8,000
	
	—

	David Ebsworth
	8,000
	
	—
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SECURITIES AUTHORIZED FOR ISSUANCE UNDER EQUITY COMPENSATION PLANS

The following table sets forth information as of December 31, 2021 regarding ordinary shares that may be issued under our equity compensation plans, consisting of the Verona Pharma plc EMI Option Scheme (the “EMI Plan”), the Verona Pharma plc Unapproved Share Option Scheme (the “Pre-IPO Plan”) and the Verona Pharma plc 2017 Incentive Award Plan (the “2017 Plan”). We do not have any non-shareholder approved equity compensation plans.

	
	
	
	
	
	
	Number of Ordinary
	

	
	
	
	
	Weighted-
	
	Shares
	

	
	
	Number of Ordinary
	Average
	
	Remaining Available
	

	
	
	Shares to be
	Exercise Price of
	for Future Issuance Under
	

	
	Issued Upon Exercise
	Outstanding
	
	Equity Compensation
	

	
	
	of Outstanding
	Options,
	
	Plans (Excluding
	

	
	
	Options, Warrants
	Warrants and
	
	Securities Reflected in
	

	Plan Category
	
	and Rights (a)
	Rights (b)
	
	Column (a)) (c)
	

	
	
	
	
	
	
	
	

	Equity compensation plans approved by
	51,042,552(1)
	
	$1.53(2)
	22,387,225(3)
	

	shareholders
	
	
	
	
	

	Equity compensation plans not approved by
	
	
	
	
	
	
	

	shareholders
	
	—
	—
	
	—
	

	Total
	51,042,552
	
	$1.53
	22,387,225
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(1) Includes 38,347,352 ordinary shares underlying outstanding restricted share units as of December 31, 2021.
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(2) Represents the weighted average exercise price of outstanding options. Restricted share units are not taken into account for purposes of determining the weighted average exercise price.

(3) Under the terms of our 2017 Plan, the number of common shares that may be issued under the

2017 Plan will automatically increase on January 1st of each year, from January 1, 2021 continuing through January 1, 2030, by 1.5% of the total number of ordinary shares outstanding on December 31st of the preceding calendar year, or a lesser number of shares as may be determined by the Board of Directors.

Security Ownership of Certain Beneficial Owners and Management

The following table sets forth information with respect to the beneficial ownership of our voting ordinary shares (and our ADSs, each of which represents 8 ordinary shares), as of March 1, 2022, by:

· each person or group of affiliated persons known by us to beneficially own more than 5% of ordinary shares;

· each of our named executive officers and directors (which includes all nominees); and

· all of our executive officers and directors as a group.

The number of shares beneficially owned by each shareholder is determined under rules issued by the SEC. Under these rules, beneficial ownership includes any shares over which the individual or entity has sole or shared voting power or investment power. Applicable percentage ownership is based on 482,944,390 voting and non-voting ordinary shares outstanding as of March 1, 2022, including ordinary shares in the form of ADSs. In computing the number of shares beneficially owned by an individual or entity and the percentage ownership of that person, ordinary shares subject to options, restricted share units or other rights held by such person that are currently exercisable or will become exercisable or will vest within 60 days of March 1, 2022 are considered outstanding, although these shares are not considered outstanding for purposes of computing the percentage ownership of any other person.

Unless noted otherwise, the address of all listed shareholders is c/o Verona Pharma plc, 3 More London Riverside, London SE1 2RE UK. Each of the shareholders listed has sole voting and investment power with respect to the shares beneficially owned by the shareholder unless noted otherwise, subject to community property laws where applicable.
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Name of beneficial owner
[image: ]

5% or greater shareholders:

RA Capital Management affiliates(1)
[image: ]

AI Biotechnology LLC(2)

New Enterprise Associates affiliates(3)
[image: ]
OrbiMed affiliates(4)

Wellington Management affiliates(5)
[image: ]

Named Executive Officers, Directors and Director Nominees:

David Zaccardelli, Pharm.D.(6)
[image: ]

Ken Cunningham, M.D.(7)

Lisa Deschamps(8)
[image: ]
David Ebsworth, Ph.D.(9)

Martin Edwards, M.D.(10)
[image: ]
Rishi Gupta(11)

Mahendra Shah, Ph.D.(12)
[image: ]
Andrew Sinclair, Ph.D.(13)

Vikas Sinha(14)
[image: ]
Anders Ullman, M.D., Ph.D.(15)

James Brady
[image: ]

Mark W. Hahn(16)

Kathleen Rickard, M.D. (17)
[image: ]
All directors and executive officers as a group (14 persons)(18)
[image: ]






Shares beneficially owned
[image: ]

Number	Percent

48,246,144	9.99%

44,444,448	9.2%

42,638,131	8.8%

42,093,330	8.7%

38,655,904	8.0%

7,257,304	1.5%

114,584	*

118,320	*

737,560	*

126,776	*

233,600	*

121,080	*

233,600	*

242,824	*

382,856	*

—*

6,445,0481.3%

1,411,960*

19,506,146	3.9%



· Indicates beneficial ownership of less than 1% of the total outstanding ordinary shares.

(1) Consists of (a) 40,800,000 ordinary shares held directly by RA Capital Healthcare Fund, L.P., or RA Capital, all of which are held in the form of ADSs, and (b) 48,088,896 non-voting ordinary shares to be re-designated as ordinary shares, held directly by RA Capital. RA Capital may elect to have any portion of their non-voting ordinary shares re-designated as voting ordinary shares at any time, unless, immediately following such conversion, they would beneficially own more than 9.99% of the outstanding ordinary shares. If RA Capital would beneficially own more than 9.99% of the outstanding ordinary shares following such re-designation, then the re-designation would occur no earlier than
61 days following the election for such re-designation. RA Capital Management, L.P., or Adviser, is the investment manager for RA Capital. The general partner of the Adviser is RA Capital Management GP, LLC, or Adviser GP, of which Dr. Peter Kolchinsky and Mr. Rajeev Shah are the managing members.

The Adviser, the Adviser GP, Dr. Kolchinsky, and Mr. Shah disclaim beneficial ownership of securities held by RA Capital except to the extent of their pecuniary interest therein. Beneficial ownership information is based on a Schedule 13G filed on February 14, 2022. RA Capital Management’s mailing address is 200 Berkeley Street, 18th Floor, Boston, MA 02116.

(2) Consists of 44,444,448 ordinary shares held directly by AI Biotechnology LLC, or AI, all of which are held in the form of ADSs. AI is a subsidiary in a multi-tier corporate structure of which Access Industries Holdings LLC, or Access Holdings, is the parent holding company and is ultimately managed by Access Industries Management, LLC, or Access Industries, and controlled by Mr. Len Blavatnik. Each of Access Holdings, Access Industries and Mr. Blavatnik disclaims beneficial ownership of all shares held by AI except to the extent of their actual pecuniary interest therein. Beneficial ownership information is based on information known to us and a Schedule 13G filed with the SEC on July 24, 2020. The mailing address of AI, Access Holdings, Access Industries and

Mr. Blavatnik is 40 West 57th Street, 28th Floor, New York, NY 10019.
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(3) Consists of (a) 9,757,393 ordinary shares held directly by Growth Equity Opportunities Fund IV, LLC, or GEO, of which 5,333,328 are held in the form of ADSs, (b) warrants to purchase 1,769,626 ordinary shares held directly by GEO, and (c) 31,111,112 ordinary shares held directly by Growth Equity Opportunities 17, LP, or GEO 17, all of which are held in the form of ADSs. New Enterprise Associates 15, L.P., or NEA 15, is the sole member of GEO. NEA Partners 15, L.P., NEA Partners 15, is the sole general partner of NEA 15. NEA 15 GP, LLC, or NEA 15 LLC, is the sole general partner of NEA Partners 15. Forest Baskett, Anthony Florence, Jr., Mohamad Makhzoumi, Scott D. Sandell, and Peter Sonsini are the managers of NEA 15 LLC. NEA 15, NEA Partners 15, NEA 15 LLC and the managers of NEA 15 LLC share voting and dispositive power with regard to the securities held by GEO. Each of NEA 15, NEA Partners 15 and NEA 15 LLC as well as each of the managers of

NEA 15 LLC disclaims beneficial ownership of all shares held by GEO except to the extent of their actual pecuniary interest therein. New Enterprise Associates 17, L.P., or NEA 17, is the sole member of GEO 17. NEA Partners 17, L.P., or NEA Partners 17, is the sole general partner of NEA 17.

NEA 17 GP, LLC, or NEA 17 LLC, is the sole general partner of NEA Partners 17. Forest Baskett, Ali Behbahani, Carmen Chang, Anthony Florence, Jr., Mohamad Makhzoumi, Joshua Makower, Edward Mathers, Scott D. Sandell, Paul Walker, Rick Yang, Liza Landsman, and Peter Sonsini, are the managers of NEA 17 LLC. NEA 17, NEA Partners 17, NEA 17 LLC and the managers of NEA 17 LLC share voting and dispositive power with regard to the securities held by GEO 17. Each of NEA 17, NEA Partners 17 and NEA 17 LLC as well as each of the managers of NEA 17 LLC disclaims beneficial ownership of all shares held by GEO 17 except to the extent of their actual pecuniary interest therein. Beneficial ownership information is based on information known to us and a Schedule 13D/A filed with the SEC on August 3, 2020. GEO’s and GEO 17’s mailing address is 1954 Greenspring Drive, Suite 600, Timonium, MD 21093-4135.

(4) Consists of (a) 40,225,392 ordinary shares held directly by OrbiMed Private Investments VI, LP, or OPI VI, all of which are held in the form of ADSs and (b) warrants to purchase 1,867,938 ordinary shares are held directly by OPI VI. OrbiMed Capital GP VI LLC, or OrbiMed GP VI, is the general partner of OPI VI. OrbiMed Advisors LLC, or OrbiMed Advisors, is the managing member of OrbiMed GP VI. By virtue of such relationships, OrbiMed GP VI and OrbiMed Advisors may be deemed to have voting and investment power over the securities held by OPI VI and as a result, may be deemed to have beneficial ownership over such securities. OrbiMed Advisors exercises this investment and voting power through a management committee comprised of Carl L. Gordon, Sven H. Borho, and Jonathan T. Silverstein, each of whom disclaims beneficial ownership of the ordinary shares held by OPI VI. Beneficial ownership information is based on information known to us and a Schedule 13 D/A filed with the SEC on January 26, 2018. The mailing address of OPI VI, OrbiMed GP VI, and OrbiMed Advisors is c/o OrbiMed Advisors LLC, 601 Lexington Avenue, 54th Floor, New York, NY 10022.

(5) Beneficial ownership information is based on a joint Schedule 13G filed on February 4, 2022 by Wellington Management Group LLP, Wellington Group Holdings LLP, Wellington Investment Advisors Holdings LLP and Wellington Management Company LLP (collectively, “Wellington”) with respect to 38,655,904 ordinary shares owned of record by clients of one or more investment advisers directly or indirectly owned by Wellington Management Group LLP. Each of Wellington Management Group LLP, Wellington Group Holdings LLP, and Wellington Investment Advisors Holdings LLP has sole voting power with respect to 0 shares, shared voting power with respect to 36,255,864 shares, sole dispositive power with respect to 0 shares, and shared dispositive power with respect to 38,655,904 shares. Wellington Management Company LLP has sole voting power with respect to 0 shares, shared voting power with respect to 36,255,864 shares, sole dispositive power with respect to 0 shares, and shared dispositive power with respect to 36,255,864 shares. Wellington’s mailing address is c/o Wellington Management Company LLP, 280 Congress Street, Boston, MA 02210.

(6) Consists of 7,257,304 ordinary shares, all of which are held in the form of ADSs.

(7) Consists of 66,584 ordinary shares, all of which are held in the form of ADSs, and 48,000 ordinary shares underlying options that are exercisable within or that will be exercisable within 60 days of March 1, 2022.

(8) Consists of 70,320 ordinary shares, all of which are held in the form of ADSs, and 48,000 ordinary shares underlying options that are exercisable within or that will be exercisable within 60 days of March 1, 2022.
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(9) Consists of (a) 684,643 ordinary shares, 684,640 of which are held in the form of ADSs, and

(b) 4,920 warrants to purchase ordinary shares that are exercisable within or that will be exercisable within 60 days of March 1, 2022, and 48,000 ordinary shares underlying options that are exercisable within or that will be exercisable within 60 days of March 1, 2022.

(10) Consists of 78,776 ordinary shares, all of which are held in the form of ADSs, and 48,000 ordinary shares underlying options that are exercisable within or that will be exercisable within 60 days of March 1, 2022.

(11) Consists of 233,600 ordinary shares underlying options that are exercisable in or that will be exercisable within 60 days of March 1, 2022. Rishi Gupta is a Partner at OrbiMed Advisors LLC and a member of our Board of Directors. Mr. Gupta does not have voting or dispositive power over any of the securities held by OrbiMed identified in footnote 4.

(12) Consists of 73,080 ordinary shares, all of which are held in the form of ADSs, and 48,000 ordinary shares underlying options that are exercisable within or that will be exercisable within 60 days of March 1, 2022.

(13) Consists of 233,600 options to purchase ordinary shares exercisable within 60 days of March 1, 2022. Andrew Sinclair, Ph.D. is a Partner and Portfolio Manager at Abingworth LLP and a member of our Board of Directors. Dr. Sinclair does not have voting or dispositive power over any of the securities held by Abingworth Vl.

(14) Consists of (a) 74,440 ordinary shares, all of which are held in the form of ADSs, and

(b) 168,384 ordinary shares underlying options that are exercisable or that will be exercisable within

60 days of March 1, 2022.

(15) Consists of (a) 334,856 ordinary shares, all of which are held in the form of ADSs, and

(b) 48,000 ordinary shares underlying options that are exercisable or that will be exercisable within

60 days of March 1, 2022.

(16) Consists of 6,445,048 ordinary shares, all of which are held in the form of ADSs.

(17) Consists of (a) 1,411,960 ordinary shares, all of which are held in the form of ADSs,

(b) 540,000 ordinary shares underlying options that are exercisable or that will be exercisable within

60 days of March 1, 2022, and (c) 70,000 ordinary shares underlying restricted share units that will vest within 60 days of March 1, 2022.

(18) Consists of (a) 16,558,130 ordinary shares, 16,558,120 of which are held in the form of ADSs,

(b) 2,718,016 ordinary shares underlying options that are exercisable or that will be exercisable within

60 days of March 1, 2022, (c) 225,080 ordinary shares underlying restricted share units that will vest within 60 days of March 1, 2022, and (d) 4,920 warrants to purchase ordinary shares that are exercisable within or that will be exercisable within 60 days of March 1, 2022.

Delinquent Section 16(a) Reports

Section 16(a) of the Exchange Act requires our directors, officers (as defined under Rule 16a-1(f) under the Exchange Act) and stockholders who beneficially own more than 10% of any class of our equity securities registered pursuant to Section 12 of the Exchange Act (collectively, the “Reporting Persons”) to file initial statements of beneficial ownership of securities and statements of changes in beneficial ownership of securities with respect to our equity securities with the SEC. To our knowledge, based solely on our review of the copies of such forms filed with the SEC and upon written representations of the Reporting Persons received by us, we believe that there has been a late Form 3 filing in January 2021 for OrbiMed Advisors LLC reporting two late transactions, a late Form 3 filing in January 2021 for Rishi Gupta reporting two late transactions, and a late Form 4 filing in August 2021 for David Zaccardelli reporting one late transaction.

Certain Relationships

POLICIES AND PROCEDURES FOR RELATED PERSON TRANSACTIONS

Our Board of Directors has adopted a written Related Person Transaction Policy, setting forth the policies and procedures for the review and approval or ratification of related person transactions. Under the policy, our finance department is primarily responsible for developing and implementing processes and procedures to obtain information regarding related persons with respect to potential related person transactions and then determining, based on the facts and circumstances, whether such potential related
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person transactions do, in fact, constitute related person transactions requiring compliance with the policy. If our finance department determines that a transaction or relationship is a related person transaction requiring compliance with the policy, our Chief Financial Officer is required to present to the Audit Committee all relevant facts and circumstances relating to the related person transaction. Our Audit Committee must review the relevant facts and circumstances of each related person transaction, including if the transaction is on terms comparable to those that could be obtained in arm’s length dealings with an unrelated third party and the extent of the related person’s interest in the transaction, take into account the conflicts of interest and corporate opportunity provisions of our Code of Business Conduct and Ethics, and either approve or disapprove the related person transaction. If advance Audit Committee approval of a related person transaction requiring the Audit Committee’s approval is not feasible, then the transaction may be preliminarily entered into by management upon prior approval of the transaction by the chair of the Audit Committee subject to ratification of the transaction by the Audit Committee at the Audit Committee’s next regularly scheduled meeting; provided, that if ratification is not forthcoming, management will make all reasonable efforts to cancel or annul the transaction. If a transaction was not initially recognized as a related person, then upon such recognition the transaction will be presented to the Audit Committee for ratification at the Audit Committee’s next regularly scheduled meeting; provided, that if ratification is not forthcoming, management will make all reasonable efforts to cancel or annul the transaction. Our management will update the Audit Committee as to any material changes to any approved or ratified related person transaction and will provide a status report at least annually of all then current related person transactions. No director may participate in approval of a related person transaction for which he or she is a related person

The following are certain transactions, arrangements and relationships with persons who are, or were during the period beginning January 1, 2020, our directors, executive officers or shareholders owning 5% or more of our outstanding ordinary shares, or any member of the immediate family of any of the foregoing persons.

2020 PRIVATE PLACEMENT

On July 17, 2020, we entered into a securities purchase agreement (the “Purchase Agreement”), with certain purchasers. Pursuant to the Purchase Agreement, we agreed to sell an aggregate of
38,440,009 ADSs, each representing eight ordinary shares, and 48,088,896 non-voting ordinary shares, at a purchase price equal to $4.50 per ADS and $0.5625 per non-voting ordinary share (the “2020 Private Placement”). The Purchase Agreement contained customary representations and warranties from us and the selling shareholders and customary closing conditions. The closing of the 2020 Private Placement occurred on July 22, 2020. We received aggregate gross proceeds from the 2020 Private Placement of approximately $200 million.

In connection with the 2020 Private Placement, we entered into a registration rights agreement with the purchasers (the “2020 Registration Rights Agreement”). Pursuant to the 2020 Registration Rights Agreement, we agreed to prepare and file a registration statement with the SEC no later than 30 days following the closing date for purposes of registering the resale of the ordinary shares underlying the ADSs and the ordinary shares into which the non-voting ordinary shares may be re-designated. We also agreed to use our commercially reasonable efforts to cause the registration statement to be declared effective by the SEC. Under 2020 Registration Rights Agreement, we agreed to pay all expenses relating to the registration, other than selling commission, discounts or brokerage fees and stock transfer taxes, subject to specified conditions and limitations.

The following table sets forth the aggregate number of ADSs and non-voting ordinary shares acquired by our directors, executive officers and our major shareholders in the 2020 Private Placement. Each ADS represents eight ordinary shares.
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	Participants(1)
	
	
	
	Non-Voting
	

	
	
	ADSs
	
	Ordinary Shares
	

	RA Capital Healthcare Fund L.P.
	4,596,313
	43,339,542
	

	Blackwell Partners LLC - Series A
	503,687
	4,749,354
	

	AI Biotechnology LLC
	5,555,556
	—
	

	Growth Equity Opportunities 17 LP
	3,888,889
	—
	

	OrbiMed Private Investments VI, LP(2)
	3,777,778
	—
	

	Perceptive Life Sciences Masters Fund, Ltd.
	2,888,889
	—
	

	Abingworth Bioventures VI, LP(3)
	1,555,556
	—
	

	Vivo Venture Fund Cayman VII, L.P.(4)
	1,244,445
	—
	

	Vivo Ventures Fund VII, L.P.(4)
	304,475
	—
	

	Vivo Ventures VII Affiliates Fund, L.P.(4)
	6,636
	—
	

	Novo Holdings A/S(5)
	1,111,111
	—
	

	David Zaccardelli, Pharm.D.
	55,555
	—
	

	Mark W. Hahn
	22,223
	—
	

	Martin Edwards, Ph.D.
	6,666
	—
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(1) Additional details regarding certain of these shareholders and their equity holdings are provided in this proxy statement under the caption “Security Ownership of Certain Beneficial Owners and Management.”

(2) Associated with Rishi Gupta, one of our directors.

(3) Associated with Andrew Sinclair, Ph.D., one of our directors.

(4) Associated with Mahendra Shah, Ph.D., one of our directors.

(5) Former holder of 5% or more of our outstanding ordinary shares.

CONCURRENT PLACEMENT

On July 14, 2020, we entered into a subscription agreement with David Ebsworth, Ph.D., one of our directors, pursuant to which Dr. Ebsworth purchased 222,216 ordinary shares at a purchase price per share of £0.45 concurrently with, and contingent upon, the 2020 Private Placement.

2016 REGISTRATION RIGHTS AGREEMENT

In July 2016, we entered into a registration rights agreement (the “2016 Registration Rights Agreement”), which provides certain demand registration rights to Abingworth Bioventures VI, LP (“Abingworth”), Growth Equity Opportunities Fund IV, LLC, OrbiMed Private Investments VI, LP (“OrbiMed”), and Vivo Ventures Fund VII, L.P., Vivo Ventures VII Affiliates Fund, L.P., Vivo Ventures Fund VI, L.P., and Vivo Ventures Fund VI Affiliates Fund, L.P. (collectively, “Vivo Capital”), with respect to the ordinary shares and any ADSs held by them.

Demand Registration Rights

At any time, the holders of at least a majority of the registrable securities as defined in the 2016 Registration Rights Agreement have the right to demand that we effect an underwritten public offering of their registrable securities pursuant to an effective registration statement under the Securities Act. These registration rights are subject to specified conditions and limitations including the right of the underwriters, if any, to limit the number of shares included in any such registration under specified circumstances. Upon such a request, we are required to use commercially reasonable efforts to effect the public offering.

Expenses of Registration

Under the 2016 Registration Rights Agreement we will pay all expenses relating to any registration under the registration rights agreement, other than selling commission, discounts or brokerage fees and stock transfer taxes, subject to specified conditions and limitations.
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Termination of Registration Rights

The registration rights granted under the 2016 Registration Rights Agreement terminate upon the earlier to occur of (i) the fifth anniversary of the closing of global offering of ordinary shares offered by us, consisting of ordinary shares in the form of ADSs offered in the U.S. offering and ordinary shares offered in the European private placement, as described in our prospectus filed with the SEC on April 28, 2017, and

(ii) the date on which there are no registrable securities remaining pursuant to the registration rights agreement.

OTHER AGREEMENTS AND TRANSACTIONS

Relationship Agreements

In June 2016, we entered into relationship agreements with each of Vivo Capital, OrbiMed and Abingworth, pursuant to which our relationship with such parties is regulated and their influence over our corporate actions and activities, and the outcome of general matters pertaining to us, are limited. Pursuant to the relationship agreements, we also agreed to appoint representatives designated by Vivo Capital, OrbiMed and Abingworth to our Board of Directors, who are Dr. Mahendra Shah, Mr. Rishi Gupta, and Dr. Andrew Sinclair, respectively. The appointment rights under the relationship agreements will automatically terminate upon (i) Vivo Capital, OrbiMed or Abingworth (or any of their associates), as applicable, ceasing to beneficially hold 6.5% of our issued ordinary shares, or (ii) our ordinary shares ceasing to be admitted to AIM. In addition, each of the relationship agreements will automatically terminate upon the first date which Vivo Capital, OrbiMed or Abingworth, as applicable, cease to have certain rights and obligations under the relationship agreements. Upon closing of the 2020 Private Placement, Vivo Capital and Abingworth ceased to beneficially hold 6.5% of our issued ordinary shares and, as a result, the appointment rights under the relationship agreements with such parties and the relationship agreements themselves automatically terminated as of July 22, 2020. On October 30, 2020, our ordinary shares were delisted from AIM and, as a result, the appointment rights under the relationship agreement with OrbiMed and the relationship agreement itself automatically terminated.

Indemnification Agreements

To the extent permitted by the U.K. Companies Act 2006, we are empowered to indemnify our directors against any liability they incur by reason of their directorship. We have also entered into a deed of indemnity with each of our directors and executive officers. In addition to such indemnification, we provide our directors and executive officers with directors’ and officers’ liability insurance.

Agreements with Our Executive Officers and Directors

We have entered into employment agreements with certain of our executive officers and service agreements with our non-executive directors, as well as separation agreements with certain of our former executive officers. See the section in this proxy statement entitled “Executive and Director Compensation.”

Additional Information

SHAREHOLDERS’ RIGHTS TO CALL A GENERAL MEETING

Our shareholders have the right to call a meeting of our shareholders. The U.K. Companies Act 2006 generally requires the directors to call a general meeting once we have received requests to do so from shareholders representing at least 5% of our paid-up shares entitled to vote at a general meeting. The U.K. Companies Act 2006 generally prohibits shareholders of a U.K. public limited company from passing written resolutions. However, significant shareholders would, in any case, still have the power to call a general meeting and propose resolutions. These provisions are mandatory under the U.K. Companies Act 2006 and cannot be waived by our shareholders.

SHAREHOLDER PROPOSALS FOR THE 2023 ANNUAL GENERAL MEETING

Rule 14a-8 Proposals — Pursuant to Rule 14a-8 under the Exchange Act, shareholders who intend to have a proposal considered for inclusion in our proxy materials for presentation at our 2023 annual general
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meeting of shareholders must submit the proposal to the Company Secretary, Verona Pharma plc,

c/o Shakespeare Martineau LLP, at 6th Floor, 60 Gracechurch Street, London, EC3V 0H, Attn: Ben Harber, in writing not later than 120 days before the anniversary of the date on which we sent our proxy materials for the AGM, or November 25, 2022, unless the date of the 2023 annual general meeting of shareholders is changed by more than 30 days from the date of the AGM, and must satisfy the requirements of the proxy rules promulgated by the SEC.

Other Proposals — Shareholders intending to include a proposal on the agenda for the 2023 annual general meeting of shareholders, irrespective of whether they intend to have the proposal included in our proxy statement, must comply with the requirements under our Articles of Association and English law. Under Section 338 of the U.K. Companies Act 2006, shareholders representing at least 5% of holders entitled to vote on a resolution at an annual general meeting may require the Company to include such resolution in its notice of an annual general meeting. Provided the applicable thresholds are met, notice of the resolution must be received by the Company Secretary, Verona Pharma plc, c/o Shakespeare Martineau LLP, at 6th Floor, 60 Gracechurch Street, London, EC3V 0H, Attn: Ben Harber, at least six weeks prior to the date of the annual general meeting, or, if later, at the time notice of the annual general meeting is delivered to shareholders. Additionally, in accordance with our Articles of Association, shareholders who intend to nominate a director to be elected at the 2023 annual general meeting of shareholders must provide the Company Secretary with written notice of such nomination between 7 and 21 days prior to the date of such meeting, together with written notice signed by the director nominee regarding his or her willingness to be elected.

Proposals and nominations that are not received by the dates specified above, or otherwise do not meet all relevant requirements, will be considered untimely or improper, as applicable. You may contact Ben Harber, Company Secretary, c/o Shakespeare Martineau LLP, 6th Floor, 60 Gracechurch Street, London, EC3V 0HR, for a copy of the relevant provisions of our Articles of Association regarding the requirements for making shareholder proposals.

In addition to satisfying the foregoing requirements under our Articles of Association, to comply with the universal proxy rules, shareholders who intend to solicit proxies in support of director nominees other than the Company’s nominees must provide notice that sets forth the information required by Rule 14a-19 under the Exchange Act no later than February 27, 2023.

We reserve the right to reject, rule out of order, or take other appropriate action with respect to any proposal that does not comply with these or other applicable requirements.

OTHER MATTERS

No business shall be voted on at the AGM, except such items as included in the agenda for the AGM.

SOLICITATION OF PROXIES

The accompanying proxy is solicited by and on behalf of our Board of Directors, whose Notice of AGM is attached to this proxy statement, and the entire cost of such solicitation will be borne by us. We have retained Mackenzie Partners, Inc. to assist in the distribution of proxy materials and the solicitation of proxies from brokerage firms, fiduciaries, custodians, and other similar organizations representing beneficial owners of shares for the AGM. We have agreed to pay Mackenzie Partners, Inc. a fee of approximately $15,000 plus out-of-pocket expenses. You may contact Mackenzie Partners, Inc. at +1-212-929-5500. In addition to the use of mail, proxies may be solicited by personal interview, telephone, e-mail and facsimile by our directors, officers and other employees who will not be specially compensated for these services. We will also request that brokers, nominees, custodians and other fiduciaries forward soliciting materials to the beneficial owners of shares held by such brokers, nominees, custodians and other fiduciaries. We will reimburse such persons for their reasonable expenses in connection therewith.

Certain information contained in this proxy statement relating to the occupations and security holdings of our directors and officers is based upon information received from the individual directors and officers.

We intend to file a Proxy Statement and WHITE proxy card with the SEC in connection with the solicitation of proxies for our 2023 annual general meeting of shareholders. Shareholders may obtain our
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Proxy Statement (and any amendments and supplements thereto) and other documents as and when filed by us with the SEC without charge from the SEC’s website at: www.sec.gov.

HOUSEHOLDING

The SEC’s rules permit us to deliver a single set of proxy materials to one address shared by two or more of our ADS holders. This delivery method is referred to as “householding” and can result in significant cost savings. To take advantage of this opportunity, we have delivered only one set of proxy materials to multiple ADS holders who share an address, unless we received contrary instructions from the impacted ADS holders prior to the mailing date. We agree to deliver promptly, upon written or oral request, a separate copy of the proxy materials, as requested, to any ADS holder at the shared address to which a single copy of those documents was delivered. If you are an ADS holder and your household received a single set of proxy materials this year, but you would prefer to receive your own copy, or if you currently share an address with another ADS holder and wish to receive only one copy of proxy materials either now or in future for your household, please contact your bank or broker. If you have requested to be removed from the householding program, you will be removed within 30 days of receipt of your instructions at which time you will then be sent separate copies of the documents. If you hold ADSs and you prefer to receive separate copies of proxy materials either now or in the future, please contact the Depositary, your brokerage firm or bank, as applicable.

VERONA PHARMA’S ANNUAL REPORT ON FORM 10-K

A copy of Verona Pharma’s Annual Report on Form 10-K for the fiscal year ended December 31, 2021, including financial statements and schedules thereto but not including exhibits, as filed with the SEC, will be sent to any shareholder of record as of the close of business on March 15, 2022 without charge upon written request addressed to:

Verona Pharma plc

Attention: General Counsel

Email: claire.poll@veronapharma.com

3 More London Riverside

London SE1 2RE

United Kingdom

A reasonable fee will be charged for copies of exhibits. You also may access our Annual Report on Form 10-K for the year ended December 31, 2021 at www.veronapharma.com/investors.

U.K. STATUTORY ANNUAL ACCOUNTS AND REPORTS OF THE BOARD OF DIRECTORS AND AUDITORS OF VERONA PHARMA PLC FOR THE YEAR ENDED DECEMBER 31, 2021

Consistent with its obligations under the U.K. Companies Act 2006, our Board of Directors will present at the AGM our 2021 U.K. Annual Report. Accordingly, our Board of Directors will lay before the Company at the AGM the Company’s 2021 U.K. Annual Report, which have been approved by and, where appropriate, signed on behalf of our Board of Directors and will be delivered to the Registrar of Companies in the United Kingdom following the AGM. A copy of our U.K. statutory directors’ remuneration report, including the annual report on remuneration, is included within Annex A to this proxy statement. A complete copy of our 2021 U.K. Annual Report will be sent separately to those shareholders who have opted in to receive a printed copy of the document no less than 21 days prior to the AGM. You will be provided an opportunity to raise questions in relation to such accounts and reports at the AGM vie teleconference. Full accounts and reports will be available on the Company’s website prior to and during the AGM.
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EACH SHAREHOLDER IS URGED TO VOTE YOUR SHARES AS DESCRIBED IN THIS PROXY

STATEMENT. PROMPTLY VOTING YOUR SHARES WILL ENSURE THE PRESENCE OF A QUORUM AT THE ANNUAL GENERAL MEETING OF SHAREHOLDERS AND WILL SAVE US THE EXPENSE OF FURTHER SOLICITATION.

EACH ADS HOLDER IS URGED TO COMPLETE, DATE, SIGN AND PROMPTLY RETURN ADS

VOTING INSTRUCTIONS TO CITIBANK, N.A., THE DEPOSITARY FOR THE ADSs.


By Order of the Board of Directors


David Zaccardelli, Pharm.D.

President and Chief Executive Officer

London, United Kingdom

March 22, 2022
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Annex A to Proxy Statement: U.K. Statutory Annual Accounts and Directors’ Report for the year ended December 31, 2021
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VERONA PHARMA PLC

FORM OF PROXY

I/We
[image: ]

of
[image: ]

being a member of the Company, hereby appoint
[image: ]

or failing him/her, the Chairperson of the Meeting, as my/our proxy to attend, speak and vote for me/us on my/our behalf at the 2022 Annual General Meeting (the “AGM”) of the Company to be held at 2:00 pm (British Summer Time) on April 27, 2022 and at any adjournment thereof.

I/We direct my/our vote as indicated below in respect of the resolutions which are referred to in the Notice convening the AGM (see note 1 below).
[image: ]

	Ordinary Resolutions
	FOR AGAINST  WITHHELD  DISCRETION

	Resolution 1   To re-elect Kenneth Cunningham as a director of the
	

	Company.
	

	Resolution 2   To re-elect Rishi Gupta as a director of the
	

	Company.
	

	Resolution 3   To re-elect Vikas Sinha as a director of the
	

	Company.
	

	Resolution 4   To re-elect James Brady as a director of the
	

	Company.
	

	Resolution 5   To receive and adopt the U.K. statutory annual
	

	accounts and Directors’ report for the year ended 31
	

	December 2021.
	

	Resolution 6   To receive and approve, as a non-binding advisory
	

	resolution, the U.K. statutory Directors’
	

	Remuneration Report for the year ended 31
	

	December 2021.
	

	Resolution 7   To re-appoint PricewaterhouseCoopers LLP as the
	

	Company’s auditors, to hold office until the
	

	conclusion of the next annual general meeting of
	

	shareholders.
	

	Resolution 8   To authorize the Audit and Risk Committee to
	

	determine the auditors’ remuneration for the year
	

	ending December 31, 2022.
	

	Resolution 9   To authorize the Board of Directors to exercise all
	

	the powers of the Company to allot shares in the
	

	Company or grant rights to subscribe for or to
	

	convert any security into shares in the Company up
	

	to an aggregate nominal amount of £24,702,912.
	



	
	
	
	Special Resolution
	FOR AGAINST  WITHHELD  DISCRETION

	
	Resolution 10  To authorize the Board of Directors to allot equity
	

	
	
	
	securities for cash and/or to sell ordinary shares
	

	
	
	
	held by the Company as treasury shares for cash as
	

	
	
	
	if section 561(1) of the Companies Act does not
	

	
	
	
	apply to any such allotment.
	

	Date
	
	
	, 2022
	
	

	Signature
	
	
	
	



· Please tick here if you are appointing more than one proxy.
[image: ]
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Notes:

(1) Resolutions and voting

The proposed resolutions will be put to vote on a poll. This results in a more accurate reflection of the views of Shareholders ensuring that votes by proxy will be fully-counted. On a poll, each Shareholder has one vote for every share held. The Board of Directors recommends you vote FOR each the above proposed resolutions.

Resolutions 1 to 9 are proposed as ordinary resolutions. On a poll, an ordinary resolution is passed if it is approved by holders representing a simple majority of the total voting rights of shareholders present (in person or by proxy) who (being entitled to vote) vote on the resolution. Resolution 10 is proposed as a special resolution. On a poll, a special resolution is passed if it is approved by holders representing not less than 75% of the total voting rights of shareholders present (in person or by proxy) who (being entitled to vote) vote on the resolution.

If you select “Discretion” or if no voting indication is given, this proxy will be voted in accordance with the Board of Directors’ recommendations. The vote “Withheld” option is to enable you to abstain on any particular resolution. A vote withheld is not a vote in law, which means that the vote will not be counted in the calculation of votes for or against the resolution. The proxy may vote or abstain from voting as he/she thinks fit with respect to any other resolution that is put to the meeting.

The results of the voting and any other information required by the U.K. Companies Act 2006 will be made available on our website (https://www.veronapharma.com) as soon as reasonably practicable following the AGM and for the required period thereafter.

(2) Appointment of proxies

Generally, members are entitled to appoint a proxy to exercise all or any of their rights to attend and to speak and vote on their behalf at the AGM. A proxy need not be a Shareholder of the Company. A Shareholder may appoint more than one proxy in relation to the AGM provided that each proxy is appointed to exercise the rights attached to a different share or shares held by that Shareholder. To be valid, the form of proxy and the power of attorney or other authority (if any) under which it is signed or a certified copy of such power or authority must be lodged at the office of the Company Secretary, Verona Pharma plc, c/o Shakespeare Martineau LLP, 6th Floor, 60 Gracechurch Street, London EC3V 0HR BY HAND or BY POST, or BY EMAIL to ben.harber@shma.co.uk, so as to be received not less than 48 hours before the time fixed for the holding of the AGM or any adjournment thereof (as the case may be), excluding any part of a day which is not a working day. The attached proxy statement explains proxy voting and the matters to be voted on in more detail. Please read the proxy statement carefully. For specific information regarding the voting of your ordinary shares, please refer to the proxy statement under the section entitled “Questions and Answers About the Annual General Meeting.”

In the case of a member that is a corporation, the form of proxy must be executed under its common seal or executed on its behalf by a duly authorized officer or attorney for the company. Any corporation that is a member may also appoint one or more representatives who may exercise on its behalf all of its powers as a member provided they do not do so in relation to the same shares.

To change your proxy instructions, simply submit a new form of proxy as set out above. Note that the cut-off times for receipt of proxy appointments (see above) also apply in relation to amended instructions; any amended proxy instructions received after the relevant cut-off time will be disregarded. Please contact the Company Secretary (as noted above) to obtain a new form of proxy. If you submit more than one valid proxy appointment, the appointment validly received last before the latest time for receipt of forms of proxy will take precedence. If the Company is unable to determine which form of proxy was last validly received, none of them shall be treated as valid in respect of that Ordinary Share.

Further, the appointment under the form of proxy may be terminated by the member prior to the commencement of the AGM (or any adjournment of the AGM). To be valid, the notice of termination of the authority of the person appointed to act as proxy must be deposited at the offices of the Company Secretary, Verona Pharma plc, 6th Floor, 60 Gracechurch Street, London EC3V 0HR, no less than 48 hours (excluding non-working days) before the time fixed for the holding of the AGM or any adjournment thereof (as the case may be).
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(3) Appointment of proxy by joint members

In the case of joint holders, where more than one of the joint holders purports to appoint a proxy, only the appointment submitted by the most senior holder will be accepted. Seniority is determined by the order in which the names of the joint holders appear in the Company’s register of members in respect of the joint holding (the first-named being the most senior).

(4) Issued shares and total voting rights

As at the close of business on March 15, 2022 (being the latest practicable date prior to publication of this document), the Company’s issued ordinary share capital comprised 445,969,350 voting ordinary shares. Each voting ordinary share carries the right to one vote at the AGM and therefore the total number of voting rights at the close of business on March 15, 2022 is 445,969,350.

This proxy is solicited on behalf of the Board of Directors. The shares represented by this proxy, when properly executed, will be voted in accordance with the specifications indicated herein. If no such direction is made, this proxy will be voted in accordance with the Board of Directors’ recommendations.

In accordance with the terms of the deposit agreement by and among the Company, Citibank, N.A. as depositary and holders and beneficial owners of American Depositary Shares (“ADSs”) issued thereunder dated as of May 2, 2017, holders of ADSs who do not provide the depositary bank with voting instructions on or before the record date for ADS holders will be deemed to have instructed the depositary bank to give a discretionary proxy to a person designated by the Company to vote the underlying ordinary shares at the AGM.
































3
[image: ]
image3.png




image93.png




image94.png




image95.png




image96.png




image97.png




image98.png




image99.png




image100.png




image101.png




image102.png




image4.png




image103.png




image104.png




image105.png




image106.png




image107.png




image108.png




image109.png




image110.png




image111.png




image112.png




image5.png




image113.png




image114.png




image115.png




image116.png




image117.png




image118.png




image119.png




image120.png




image121.png




image122.png




image6.png




image123.png




image124.png




image125.png




image126.png




image127.png




image128.png




image129.png




image130.png




image131.png




image132.png




image7.jpeg
Verona Pharma




image133.png




image134.png




image135.png




image136.png




image137.png




image138.png
Company Number 05375156

VERONA PHARMA PLC
ANNUAL REPORT AND ACCOUNTS

YEAR ENDED DECEMBER 31, 2021




image139.png
VERONA PHARMA PLC
CONTENTS

Directors, Secretary and Advisors
Di

ors Report
Corporate Governance Report

Strategic Report

Remuneration Report

Independent Auditors' Report

Consolidated Statement of Comprehensive Income
Consolidated Statement of Financial Position

Company Statement of Fira

cial Position

Consolidated Statement of Changes in Equity
Company Statement of Changes in Equity
Consolidated Statement of Cash Flows
Company Statement of Cash Flows

Notes to the Financial Statements

14
2

56
57
58
59
60
61
621098




image140.png
VERONA PHARMA PLC
DIRECTORS, SECRETARY AND ADVISORS

Directors Dr. David Ebsworth (Non-Executive Chairman)
Dr. David Zaccardelli (President & Chief Exceutive Officer)
Dr. Ken Cunningham
Ms. Lisa Deschamps
Dr. Martin Edwards
Mr. Rishi Gupta
Dr. Mahendra Shah
Dr. Andrew Sinclair
Mr. Vikas Sinha
Dr. Anders Ullman
Mr. James Brady

Company Secretary Ben Harber

Registered Office One Central Square
Cardiff CF10 1FS

Company Number 05375156

Independent Auditors PricewaterhouseCoopers LLP
3 Forbury Place
23 Forbury Road
Reading
Berkshire RG1 3JH

Solicitors Latham & Watkins LLP
99 Bishopsgate.
London EC2M 3XF

Principal Banker Silicon Valley Bank
3003 Tasman Drive
Santa Clara
CA, 95054
UsA

Registrars Computershare Investor Services ple
The Pavilions
Bridgewater Road
Bristol BS99 627





image141.png
VERONA PHARMA PLC
DIRECTORS' REPORT FOR THE YEAR ENDED DECEMBER 31, 2021

DIRECTORS' REPORT

“The Directors present their report together with the audited financial statements for the year ended December 31, 2021
Results and dividends

The Group results for the year are set out on page 5. The loss after taxation for the year was $59.3 million (2020:567.7
million). The decrease reflects increased spend on the Group's Phase 3 ENHANCE program, offset by $40.0 million
revenue recognized from a strategic collaboration with Nuance Pharma to develop and commercialize ensifentrine in the
Greater China region (the "Nuance agreement"). Please see note 7 of the financial statements for further information. The
Company has no distributable reserves so the Directors cannot recommend the payment of a dividend (2020: $nil). Cash and
cash equivalents at December 31, 2021 decreased to $148.4 million from $188.0 million at December 31, 2020 due to the
increased spend on ENHANCE, partly offset by $25.0 million cash received from the Nuance agreement

Research and Development Activities
The Strategic Report describes the Group's rescarch and development strategy and activities.

Directors

“The directors of the company who were in office during 2021 and up to the date of signing of the financial statements were:
Executive Directors

Dr. David Zaccardelli

Non-executive Directors

Dr. David Ebsworth

Dr. Ken Cunningham

Ms. Lisa Deschamps (appointed March 1, 2021)

Dr. Martin Edwards

Mr. Rishi Gupta

Dr. Mahendra Shah

Dr. Andrew Sinclair

Mr. Vikas Sinha

Dr. Anders Ullman

Mr. James Brady (appointed March 14, 2022)

To the extent permitted by the UK. Companies Act 2006, we are empowered to indemnify our directors against any liability
they incur by reason of their dircctorship. We have also entered into a deed of indemnity with cach of our directors and
exceutive officers, in accordance with the Companies Act. These deeds of indemnity were in place during the year ended
December 31, 2021, and up to the date of signing of the financial statements. In addition to such indemnification, we
provide our directors and executive officers with directors’ and officers” liability insurance.

Pensions
Verona Pharma ple operates defined contribution pension plans open to all executive directors and employees.
Political and charitable contributions

There were no political or charitable contributions made by the Company during the year ended December 31, 2021, or
2020.

Future developments
“The Strategic Report describes the Group's activites, strategy and future prospects.
Capital Structure

As at December 31, 2021, the Company had 489,177,550 ordinary shares of Sp nominal value each, of which 48,088,596
are non-voting. In all other respects they rank pari passu. On October 30, 2020, the Company's ordinary shares were delisted
from the AIM market of the London Stock Exchange. The Company is listed on the Nasdaq Global Market ("Nasdag") and
American Depositary Shares (“ADSs") are traded on Nasdag. One ADS represents eight ordinary shares.

As part of the July 2016 placement the Company issued 31,115,926 warrants that give the warrant holder the right to
subscribe for 0.4 of an ordinary share at a per share exercise price of 172p (sce note 22). As at December 31, 2021, there
were 31,003,155 warrants outstanding with rights over 12.401,262 ordinary shares.
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Corporate Governance

“The Corporate Govemance report describes the corporate govemance of the Group.
Principal Risks and Uncertainties

See the Strategic Report for a discussion of risks facing the Group.

Financial risk management

We are exposed o a variety of financial risks. Our overall risk management program secks to minimize potential adverse
effccts of these financial risks on our financial performance.

Credit Risk

We consider all of our material counterparties to be creditworthy. We consider the credit risk for each of our counterparties
o be low and do not have a significant concentration of credit risk at any of our counterpartis.

Liquidity Risk
We manage our liquidity risk by investing surplus cash in funds with highly liquid money market funds investing in U.S.
and UK. govemment debt.

Market Risk

Foreign currency risk reflects the risk that the value of a financial commitment or recognized asset or liability will fluctuate
due to changes in foreign currency rates. Our financial position, as expressed in U.S. dollars, is exposed to movements in
foreign exchange rates against pounds sterling and the Furo. Our main trading currencies are the US. dollar, pounds
sterling, and the euro. We are exposed to foreign currency risk as a result of operating transactions and the translation of
foreign bank accounts. We monitor our exposure to foreign exchange risk; sensitivity analysis and exposure is described
further in note 3.1 in the financial statements. We have not entered into foreign exchange contracts to hedge against gains or
Tosses from foreign exchange fluctuations.

Locations

The Company’s principal place of business is in London, UK., and it operates a subsidiary office in Raleigh, North
Carolina, USA.

Hiring policy

The Company's hiring policy with regards to disability, belief, sex and sexual orientation is discussed in the Corporate
Govemance Report.

Carbon dioxide emissions
The Strategic Report discusses the Company's carbon dioxide emissions.
Post Period Events

There were no post period events to report

Auditors

PricewaterhouseCoopers LLP have expressed their willingness to continue in office as auditors for another year. Tn
accordance with Section 489 of the Companies Act 2006, a resolution proposing that PricewaterhouseCoopers LLP be re-
appointed as auditors of the Company and that the Directors be authorized to approve their remuneration will be proposed at
the Annual General Meeting.

Annual General Mecting

A notice of Annual General Meeting of the Company will be sent out in due course, setting out time, date and location of
the meeting, together with the resolutions relating to the business which the Company proposes to conduet at such meeting.
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Statement of Directors' responsibilities

“The directors are responsible for preparing the Annual Report and the f
Taw and regulation.

ancial statements in accordance with applicable

Company law requires the directors to prepare financial statements for cach financial year. Under that law, the dircctors
have prepared the group and company financial statements in accordance with UK-adopted international accounting
standards.

Under company law, directors must not approve the financial statements unless they are satisfied that they give a true and
fair view of the state of affairs of the group and company and of the profit or loss of the group for that period. In preparing
the financial statements, the directors are required to:

+ select suitable accounting policies

d then apply them consistently;

+ state whether applicable UK-adopted interational accounting standards have been followed, subject to any material
departures disclosed and explained in the financial statements;

« make judgements and accounting estimates that are reasonable and prudent; and

« prepare the financial statements on the going concern basis unless it is inappropriate 1o presume that the group and
company will continue in business.

The directors are also responsible for safeguarding the assets of the group and company and hence for taking reasonable
steps for the prevention and detection of fraud and other irregularities

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the group’s
and company’s transactions and disclose with reasonable accuracy at any time the financial position of the group and
company and enable them to ensure that the financial statements and the Directors® Remuneration Report comply with the
Companies Act 2006.

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

Directors’ confirmations

In the case of each director in office at the date the directors” report is approved:

+ 5o far as the director is aware, there is no relevant audit information of which the group’s and company’s auditors are
unaware; and

+ they have taken all the steps that they ought to have taken as a director in order to make themselves aware of any
relévant audit information and to establish that the group’s and company’s auditors are aware of that information.

On behalf of the Board.

Dr. David Zaceardelli
Chief Exceutive Officer
March 14, 2022
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CCORPORATE GOVERNANCE REPORT

It the Board's belief that good corporate govemance is integral to a successful business, and the Company seeks to apply
the highest standards of corporate governance appropriate o i size and stage of development.

THE BOARD OF DIRECTORS

At December 31, 2021, the Board comprised nine non-Exccutive Dircctors, and one Executive Director. The Board, through
its Nomination and Governance Committee, regularly reviews its composition to ensure that it has a sufficiently wide range
of skills and experience to enable it to pursue its strategic goals and to address anticipated issues in the foresceable future.
As part of this process, in March 2021, the Board appointed Ms. Lisa Deschamps, a non-Executive Director with significant
experience in the commercialization and marketing of new drug products in the U.S.. Ms. Deschamps was Senior Vice
President and Chief Business Officer, of Novartis Gene Therapies and previously was Head of Novartis® Global
Neuroscience Franchise. During her 25-year career at Novartis, Ms Deschamps gained significant global and US experience
in bringing respiratory and other specialized therapeutic area products from the clinic to commercialization. The Board has
also considered and concluded that the appointment of a Senior Independent Director is not necessary at this time, but keeps
this issue under review.

‘The Board typically has sx scheduled meetings per year (approximately every two months), with additional Board meetings
and Board sub-committce meetings convened as circumstances and business needs dictate.

The Board is responsible to the shareholders for the proper management of the Company and sets the overall direction and
strategy of the Company, and reviews scientific, operational and financial performance. All key operational and investment
decisions are subject to Board approval

There is a clear separation of the roles of Chief Executive Officer and non-Exccutive Chairperson. The non-Exccutive
Chairperson is responsible for overseeing the running of the Board, ensuring that no individual or group dominates the
Board's decision-making and ensuring the non-Executive Directors are properly bricfed on matters. The Chief Executive
Officer has the responsibility for implementing the strategy of the Board and managing the day to day business activities of
the Company.

Tn accordance with our Articles of Association, one third of our directors retire from office at every annual general meeting
of shareholders. However, if the number of dircetors serving on our Board is not divisible by three, then the number nearest
but not exceeding 33.3% shall retire fiom office at each annual general meeting of sharcholders. Retiring directors are
eligible for re-election and, if no other director is elected to fll his or her position and the director is willing, shall be re-
elected by default

The Board has considered the guidelines on independence and regards Dr. David Ebsworth, Dr. Ken Cunningham, Ms. Lisa
Deschamps, Dr. Martin Edwards, Dr. Mahendra Shah, Dr. Andrew Sinclair, Mr. Vikas Sinha and Dr. Anders Ullman as
independent directors. Although the Non-Executive Dircetors have been awarded equity awards under the Company's 2017
Incentive Plan, the Board considers that the grant of cquity awards is aligned with U.S. best practice for comparable
Nasdagelisted companies. The Board is also satisfied that cach non-cxecutive director continues to. demonstrate
independence of character and judgement with respect to his or her non-executive directors duties. Furthermore, although
Dr. Sinclair is a Partner of Abingworth, which has an 4.1% sharcholding in the Company, and Dr. Shah is a Partner of Vivo
Capital, which has an 4.4% sharcholding in the Company, the Board considers both Dr. Sinclair and Dr. Shah to be
independent directors under UK. and U.S. corporate governance rules.

While the Board considers that Mr. Rishi Gupta fulfils his duties to the Company in an exemplary way and demonstrates
independence of character and judgement with respect to his non-executive dircctor duties, since he is nominated as a
director by Orbimed, which has an 9.5% shareholding in the Company, the Board does not regard him as independent.
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BIOGRAPHIES.

David Zaccardelli, Pharma.D. Dr. Zaceardelli has served as our Exccutive Officer and on our board of
directors since February 2020. From December 2018 until its acquisition by Swedish Orphan Biovitrum for up to $915
million in November 2019, Dr. Zaccardelli served as President and CEQ of Dova Pharmaceuticals, a U.S. company
developing therapeutics for rare diseases. Previously. he was Acting CEO of Cempra, from December 2016 untl the
company’s merger with Melinta Therapeutics in November 2017. From 2004 until 2016, Dr Zaccardelli served in several
senior management roles at United Therapeutics Corporation, including Chief Operating Officer, Chief Manufacturing
Officer and Executive Vice President, Pharmaceutical Development and Operations. Prior to United Therapeutic
founded and led a start-up company focused on contract rescarch positions and held a variety of clinical rescarch py
at Burroughs Wellcome & Co, Glaxo Wellcome, and Bausch & Lomb Pharmaceutical. Dr. Zaccardeli received a Pharm.D.
from the University of Michigan.

David Ebsworth, Ph.D. Dr. Ebsworth has served as the Non-Executive Chairperson of our board of directors since
December 2014. From October 2009 to August 2014, Dr. Ebsworth served as Chief Executive Officer of Vifor Pharma,
based in Ziirich, the specialty pharma division of Galenica AG Group, a pharmaceutical wholesaler and retailer, and as a
member of Galenica's Exccutive Committec. In 2012, Dr. Ebsworth was also named as Chief Exceutive Officer of Galenica
and as Chairman of Galenica's Exccutive Committee, positions he held until August 2014. In his carlier carcer, Dr.
Ebsworth worked with Bayer AG for over 19 years, heading the Canadian, North American and global pharmaceutical
business. He also served as Chief Exceutive Officer of Oxford Glycosciences. a biotech company, listed on the London
Stack Exchange and Nasdag, which was acquired by Celltech plc (now part of UCB) in 2003. Dr. Ebsworth currently serves
on the boards of Synlab AG, Sartorius AG and Kyowa Kirin Iternational. He reccived a Ph.D. in industrial relations from
the University of Surrey.

Ken Cunningham, M.D. Dr. Cunningham has served as a Non-Executive Director on our board of dircctors since
September 2015, Dr. Cunningham has over 30 years” experience in the pharmaceutical industry including leadership roles at
several companics focused on developing respiratory medicines. Between 2008 and 2010, he was at SkyePharma ple (now
part of Vectura Group ple), initially as Chief Operating Officer and subsequently as Chief Exccutive Officer where he was
involved in the late-stage development of flutiform” for asthma. Earlier in his career, Dr. Cunningham held a varicty of
nical development and commercial strategy roles at GlaxoWellcome ple and Warner-Lambert. Dr. Cunningham serves as
as a Non-Executive Director of the board of directors of Abzena Holdings (U.S.) LLC and Non-Executive Chairperson of
the board of directors of Medherant Ltd. Dr. Cunningham received a degree in medicine from St. Mary’s, Imperial College,
London University.

sa Deschamps. Ms. Deschamps was appointed to the board as a Non-Executive Director in March 2021. Ms. Deschamps
s CEO and exeeutive board member of AviadoBIO Lid, a private gene therapy company. Prior to joining AviadoBIO Ltd,
she was Senior Vice President and Chief Business Officer of Novartis Gene Therapies and previously was Head of
Novartis’ Global Neuroscience Franchise. During her 25-year career at Novartis AG, Ms. Deschamps gained significant
global and U.S. experience in bringing respiratory and other specialized therapeutic area products from the clinic to
commercialization. Ms. Deschamps has an MBA in General Management from NYU Stem School of Business and a BBA
in marketing from IONA College, Hagan School of Business.

Martin Edwards, M.D. Dr. Edwards has served as a Non-Executive Director on our board of dircctors since April 2019.
Previously, he was Senior Partner at Novo Ventures, life sciences investment firm, from 2003-2020, and Corporate VP and
Corporate VP and Global Head of Drug Development for Novo Nordisk, where he led all aspects of pre-clinical and clinical
drug development. Dr. Edwards currently serves on the boards of directors of Kalvista Pharmaceuticals Inc, Inozyme
Pharma Inc, Morphic Therapeutic Inc, and Reata Pharmaceuticals Inc. .Dr. Edwards trained in physiology and medicine at
the University of Manchester. He is a Member of the Royal College of Physicians, a Member with distinction of the Royal
College of General Practitioners, a Fellow of the Faculty of Pharmaceutical Medicine and holds a MBA from the University
of Warwick

Rishi Gupta. Mr. Gupta has served as a Non-Executive Director on our board of directors since July 2016. Mr. Gupta was
designated for appointment to our board of directors by OrbiMed Private Investments VI, LP, or OrbiMed, pursuant to our
relationship agreement with OrbiMed. Since 2002, Mr. Gupta has held various positions at OrbiMed Advisors LLC, a
investment firm, where he is currently a Partner. Prior to that, he was a healthcare investment banker at Raymond James &
Associates and served as manager of corporate development at Veritas Medicine. Mr. Gupta currently is a member of the
board of directors of several private companies. Mr. Gupta received an A.B. in biochemical sciences from Harvard College
and a J.D. from Yale Law School.
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Mahendra Shah, Ph.D. Dr. Shah has served as a Non-Exceutive Dircetor on our board of directors since July 2016 Dr
Shah was designated for appointment to our board of directors by funds affiliated with Vivo Capital pursuant to our
relationship agreement with such funds. Dr. Shah is a successful pharmaceutical entreprencur and executive and Senior
Fellow of Vivo Capital. a healthcare investment firm, where he was formerly a Managing Partner. Dr. Shah previously
served as a member of the board of dircetors of Soleno Therapeutics Inc, Crinctics Pharmaceuticals Inc, Aadi Bioscience
Inc and Homology Medicines Inc. He currently serves as a member of the board of directors of several private companies in
the biopharmaceutical and biotechnology industries. Dr. Shah received his Ph.D. in industrial pharmacy from St. John's
University and a Master’s Degree in Pharmacy from L.M. College of Pharmacy in Gujarat, India.

Andrew Sinelair, Ph.D. Dr. Sinclair has served as a Non-Executive Director on our board of directors since July 2016, Dr.
Sinclair was designated for appointment to our board of dircctors by Abingworth Bioventures VI, LP, or Abingworth
pursuant to our relationship agreement with AbingworthSince 2008, He has held various positions at Abingworth LLP, a
life sciences investment group, where he is currently a Partner. Dr. Sinclair currently serves on the boards of dircctors of
Soleno Therapeutics Inc, Sierra Oncology Inc. Adicet Bio Inc and Locki Therapeutics Lid. Dr. Sinclair is a member of the
Institute of Chartered Accountants in England and Wales and received a Ph.D. in chemistry and genetic engineering at the
BBSRC Institute of Plant Science, Norwich, and a B.Sc. in microbiology from King’s College London

Vikas Sinha. Mr. Sinha has served as a Non-Exceutive Dircctor on our board of directors since September 2016. Mr. Sinha
has over 20 years” experience working in executive finance roles in the lfe sciences industry. Mr. Sinha is co-founder and
Chicf Financial Officer of ElevateBio, Inc, a holding company focused on building cell and gene therapy companies. He
0 serves as President and Chief Financial Officer of AlloVir, Inc, an ElevateBio portfolio company, and as a Non-
Exceutive Dircctor of BCLS Acquisition Corp. From 2005 to 2016, Mr. Sinha was the Chief Financial Officer of Alexion
Pharmaceuticals, Inc, a biotechnology company. Prior to joining Alexion, Mr. Sinha held various positions with Bayer AG
in the US.. Japan, Germany and Canada, including Vice President and Chief Financial Officer of Bayer Pharmaceuticals
Corporation in the U.S. and Vice President and Chief Financial Officer of Bayer Yakuhin Ltd. in Japan. Mr. Sinha holds a
master's degree in business administration from the Asian Institute of Management. He is also a qualified Chartered
Accountant from the Institute of Chartered Accountants of India and a Certified Public Accountant in the U.S,

Anders Ullman, M.D., Ph.D. Dr. Ullman has served as a Non-Exccutive Director on our board of directors since
September 2015 Since December 2021, Dr. Ullman has served as Head of R&D and Chief Medical Officer of Sobi. From
2016 to 2021, he was Head of the COPD Centre at Sahlgrenska University Hospital, Sweden, and from 2013 to 2014, was
Executive Vice President and Head of Research and Development in the BioScience business unit of Baxter Intemational
Inc. a healthcare company, which became Baxalta Inc. From 2007 to 2013, Dr. Ullman was Executive Vice President, Head
of Rescarch and Development at Nycomed Pharma Private Limited (now part of Takeda Pharmaceuticals Company
Limited), where he led the development and approval of Daxas, the PDE4 inhibitor used to prevent COPD exacerbations.
Earlier in his carcer, he held a number of roles in AstraZeneca. Dr. Ullman serves on the board of directors of Pexa AB. Dr.
Ullman received a M.D. and a Ph.D. in clinical pharmacology from the University of Gothenburg
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Committees of our Board of Directors

Our Board has three standing committees: an Audit and Risk Committee, a Remuneration Committee and a Nomination and

Corporate Governance Committee.

The composition and scope of the Audit and Risk Committee of the Board is des
Risk Committee Report

ribed further below, within the Audit and

Remuneration Committee of the Board

The Remuneration Committee, which consists of Dr. Ken Cunningham, Dr. David Ebsworth and Rishi Gupta, assists the
Board in determining directors’ and exccutive officers’ compensation. Dr. Cunningham serves as Chairperson of the
Committee.

The Remuneration Committee's responsibilities include, among other things

« identifying, reviewing and proposing policics relevant 1o the compensation of the Company’s dircctors, exceutive
officers and senior executives;

+ cvaluating cach exeeutive officer’s performance in light of such policies and reporting to the Board:

+ analyzing the possible outcomes of the variable remuneration components and how they may affect the remuneration of
the executive officers:

+ recommending any cquity long-term incentive component of each exccutive officer's compensation in line with the
remuneration policy and reviewing our executive officer compensation and benefits policies generally;

« appointing and setting the terms of engagement for any remuneration consultants who advise the Committce and obtain
benchmarking data with respect to the directors' and executive officers’ compensation; and

g and assessing risks arising from our compensation policies and practices.
The Directors' Remuneration Report s presented on pages 28 to 47.
Nomination and Corporate Governance Committee of the Board

The Nomination and Corporate Governance Committee, which consists of Dr. David Ebsworth, Lisa Deschamps and Dr.
Mahendra Shah, assists our Board in identifying individuals qualified to become exccutive and non-executive direetors of
our Company consistent with criteria established by our Board and in developing our corporate govemance principles. Dr.
Ebsworth scrves as Chairperson of the Committee.

The Nomination and Corporate Governance Commitiee’s responsibilities

include, among other things:

+ reviewing and evaluating the structure, size and composition of our Board and making recommendations with regard to
any adjustments considered necessary;

« drawing up selection criteria and appointment procedures for Board members;

+ identifying and nominating, for the approval of our Board, candidates (o fill vacancies on the Board and its
corresponding comitees;

* keeping under review the leadership necds of the Company, both exccutive and non-executive, and planning the orderly
succession of such appointments; and

ing the functioning of our Board and individual members and reporting the results of such assessment to the

Board.
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AUDIT AND RISK COMMITTEE REPORT

In this Report, we deseribe the work of the Audit and Risk Committee and the significant issues considered in 2021

Audit and Risk Committee of the Board

The Audit and Risk Committee, which consists of Vikas Sinha, Dr. David Ebsworth and Dr. Andrew Sinclair, assists the
Board in overseeing our accounting and financial reporting processes and the audits of our financial statements and
monitoring UK. Governance Code compliance and business risk. Mr. Sinha serves as Chairperson of the Audit and Risk
Committee. The Audit and Risk Committee consists of members of our Board who are financially literate and are also
considered o be "audit committee financial experts” as defined by applicable SEC rules and have the requisite financial
sophistication as defined under the applicable Nasdaq rules and regulations. Our Board has determined that all of the
members of the Audit and Risk Committee satisfy the "independence” requirements set forth in Rule 10A-3 under the
Exchange Act. The Audit and Risk Commitice is governed by a charter that complies with Nasdag rules.

The Audit and Risk Committee's responsibilities include, among other things
* recommending the appointment of the independent auditor to the general meeting of shareholders;
+ the appointment, compensation, retention and oversight of the independent auditor;

* pre-approving the audit services and non-audit services to be provided by the independent auditor before the auditor is
engaged to render such services:

+ evaluating the independent auditor's qualifications, performance and independence, and presenting its conclusions to
our Board on at least an annual basis;

* reviewing and discussing with the executive office
and our financial reporting process;

. our Board and the independent auditor our financial statements

« considering and recommending to our Board whether the audited financial statements be approved; and
* monitoring our review and mitigation of corporate and operational risk.

The Audit and Risk Committee meets as often as one or more members of the Commitice deem necessary, but in any event
must meet at least four times per year. The Audit and Risk Committee must meet at least once per year with our independent
auditor, without our executive officers being present

Risk Identification and Management

The Audit and Risk Committee monitors the Company’s approach to risk management, Management review the Company's
risks on an ongoing basis and consider both corporate and project sk, which is risk relating the Company's sole product
candidate, ensifentrine. Management report their risk assessment to the Committee analyzing risk by severity and
probability of occurrence. They also discuss mitigation strategies that have been or are intended to be implemented.

External Auditor

PricewaterhouseCoopers LLP (PWC) has been the Group’s auditor since 2016, PwC operates procedures 1o safeguard
against the possibility of their objectivity and independence being compromised. This includes the use of quality review
partners, consultation with intemal compliance teams and the carrying out of an annual independence procedure within their
firm. PwC report to the Audit Committee on matters including independence and non-audit fees on an annual basis. The
audit partner changes every five years. The amount charged by the exteral auditors for the provision of services during the
twelve month period under review is set out in note § to the Financial Statements.

The Committee assesses the performance of the auditor and is comfortable that PWC has operated effectively and a
resolution to reappoint the firm as auditors will be put to sharcholders at the Company's AGM.

Internal Control

The Audit and Risk Committee reviews the Group's internal control framework. The Group does not have an internal audit
function and so the Committee has engaged an external firm of accountants to test managements systems of intemal
control. Any significant control deficiencies and mitigation strategies are reported to the Commitiee for review,

Significant financial reporting issues considered by the Committee in 2021

The Audit and Risk Committee considers risk arcas in the financial statements throughout the year and before the audit
commences. The Comittee considered the following items to be arcas of risk:

Nuance Agreement

As at June 9, 2021, the Group entered into Nuance Agreement (see note 7 1o the financial statements) with Nuance Pharma
to develop and commercialize ensifentrine in the Greater China region. The Nuance Agreement allowed for upfront
consideration of $40 million, consisting of a $25 million cash and an equity interest in Nuance Biotech, Nuance Pharma's
parent company, valued at $15 million. The equity interest was initially recorded at fair value, which was based on the last
observable transaction in Nuance Biotech stock, which was in November 2020.

10
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The Group concluded that the granting of the license and transfer of intellectual property should be accounted for at a point
in time. Management also determined that the Group had fulfilled its obligations to Nuance Pharma after it delivered the
know how that will allow Nuance Pharma to file an investigational new drug application in Greater China and consequently
the $40 million revenue was recognized in the year.

The equity interest was subsequently measured at fair value, which was based on the last observable transaction in Nuance
Biotech stock, which was in December 2021. This transaction used the same value of Nuance Biotech equity as the
November 2020 fundraising and consequently management determined that the fair value of the equity interest was $15
million as at December 31, 2021

The Committee reviewed management's assessment of the Nuance Agreement and concurred with its conclusions regarding
revenue recognition. The Commitice also agreed with the fair value aseribed to the Nuance Biotech equity interest on both
initial recognition and subscquent measurement.

Ligand contingent liability

The Group has a material libility for the future payment of a milestone and royalties associated with contractual liabilities
over ensifentrine, its development product acquired as part of the acquisition of Rhinopharma. The liability is measurcd at
amortized cost. At each reporting date the liability is re-measured where there are changes in estimated cashflows or
probabilities of success. The contingent liability therefore requires quarterly re-assessment for any such triggering event.

In the year ended 31 December 2021, the Group entered into the Nuance Agreement. Consequently, the Group estimated
potential cashflows from that agreement and the related royalties payable to Ligand, and remeasured the liability
accordingly. Management also reviewed the timing of expected roalties from the maintenance treatment of COPD in the
US. and amended the sales forecasts to reflect the Group's expected timelines. The Committee reviewed and agreed with
management’s estimates of potential royalties payable, and the timing of the expected sales that drive them.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board is responsible for the systems of internal control and for reviewing their effectiveness. The interal controls are
designed to manage rather than climinate risk and provide reasonable but not absolute assurance against material
misstatement or loss. The Board reviews the cffectiveness of these systems quarterly by considering the risks potentially
affecting the Group.

Tn addition to consideration of financial risk as part of the review of broader interal control, the Group s required (o assess
and report on the effectiveness of the intemal controls over financial reporting under Section 404(a) of the Sarbanes-Oxley
Act. As the Group currently qualifies as an *emerging growth company’, as defined in the Jumpstart Our Business Start-Ups
Act of 2012, Verona Pharma is currently exempt from the auditor attestation requirements of Section 404(b) of the
Sarbanes-Oxley Act and also because it qualifies as a Smaller Reporting Company. Verona Pharma wil retain this
exemption if it remains a Smaller Reporting Company. Otherwise, it willlose it at the earlier of when it fails to qualify as an
emerging growth company or the financial year ended December 31, 2022,

The Group does not consider it necessary to have an intemal audit function duc to the small size of the administrative
function. This need is evaluated on an annual basis.

A comprehensive budgeting process is completed once a year, shortly prior (o the start of each new financial ear, which s
reviewed and approved by the Board; a further reforecast is prepared mid-year, which is also reviewed and approved by the
Board. Detailed management accounts are produced on a monthly basis, with all significant variances investigated. The
management accounts are reviewed and commented on by the Board at board meetings and are reviewed on a monthly basis
by management and budget holders.

The Group maintains appropriate insurance cover, including in respect of actions taken against the Directors because of
their roles, as well as against material loss or claims against the Group. The insured values and type of cover are
comprehensively reviewed on an annual basis,

1
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ATTENDANCE AT BOARD AND COMMITTEE MEETINGS

Our expectation i that Non-Executive Directors should be prepared to commit, on average, a minimum of two days per
month o the Company’s business, recognizing that particular events may from time to time require them 1o devoe to the
Company more time than this. Non-Executive Directors are expected to be available to serve on one or more Board
committees which may require additional time commitment, particularly in the case of the Chairperson of the Board and the
Chairman of the Board committees.

The Directors attended  the  following Board and  committce  meetings during  the  year
Governance and

Dircctor Board metings_ Auit Commitee_Commitee __ Committee
David Zaceardelli 88 = = —

David Ebsworth 818 ”n 6/6 20

Lisa Deschamps 606 - - n

Ken Cunningham 88 6/6

Martin Edwards 818 — — —

Anders Ullman 88 = = n

Rishi Gupta 88 = 66 —
Mahendra Shah 818 — — 20

Andrew Sinclair 8 n - -

Sinha 88 [ — —

The Board undertakes an annual performance evaluation process, based on clear and relevant objectives and secking
continuous improvement

Generally, the performance evaluation is conducted in November each year and done in the form of a structured
questionnaire circulated to all Directors, asking them to rate the performance of the Board and its Committees in a number
of strategic areas and provide a rationale for any low rating. Results are analyzed by the Chairman and Legal Counsel and
any key themes are reported and discussed with the Board. Any recommendations arising from such review which are
designed to specifically address any issues identified are implemented by the Board.

“The annual performance evaluation for 2021 resulted in recommendations, which are being implemented by the Board, to
increase gender diversity and provide more opportunities for the Board to have contact with senior management.

Corporate Social Responsibility

The Board of Verona Pharma sets high standards for the Company's employees, officers and directors. Implicit in this
philosophy is the importance of sound corporate governance. The Company operates Codes of Business Conduct and Ethics
and provides mechanisms for whistleblowing and complaints, described in detail on the Company's website, under
Corporate Governance.

Whistleblowing

‘The Company has formal arrangements in place to facilitate *whistleblowing’ by employees through a contract with a third
party service provider. If a complaint is made to this third party, the content is sent anonymously by email to the Company’s
Compliance Officer, so that

Employment
The Company endeavors to appoint employees with appropriate skills, knowledge and experience for the roles they
undertake and thereafter to develop, incentivize and retain staff. The Board recognizes its legal responsibility to ensure the
well-being, safety and welfare of the Company's employees and maintain a safe and healthy working environment for them
and our visitors. If an employee has a concern about unsafe conditions or tasks, they are encouraged to report their concerns
immediately to their manager or the Company’s legal counsel.

To help protect the health and safety of our employees during the COVID-19 pandemic, we have followed guidance from
governments in the countries where our employees are located to help keep our employees, families and local communities.
healthy and safe. Our employees have been allowed to work remotely and business travel has been restricted.
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Diversity Policy

The Company is fully committed o the elimination of unlawful and unfair discrimination and values the differences that a
diverse workforee brings t0 the organization. The Company endeavors to not discriminate because of age, disability. gender
reassignment, marriage and civil partnership, pregnancy and maternity, race (which includes color, nationality and ethnic or
national origins), religion or belif, sex or sexual orientation. The Company will undertake an annual review of ts policies
and procedures to establish its position with regard to compliance and best practice, and monitor and promote a healthy
corporate culture.

Relations with shareholders

The Board values good relations with the Company’s shareholders and understands the importance of effectively
communicating the Company’s operational and financial performance as well as its future strategy. The Company’s website:
provides financial information as well as historical news releases and matters relating to corporate governance.

“The Chairperson of the Board and the CEO and CFO maintain ongoing dialogue with shareholders and communicate their
views to the Board. The Board recognizes it is accountable to shareholders and ensures that their views are taken into
account in agrecing the Company’s strategy and other operational matters. The Board also recognizes the importance of
treating all sharcholders cqually.

Annual and interim results are filed with the Securities and Exchange Commission and communicated by news services as
are ad hoc operational and regulatory releases. Sharcholders may also attend the Annual General Meeting where they can
ask questions to the Board.

13
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STRATEGIC REPORT

The Directors present their strategic report together with the audited consolidated financial statements, audited company
financial statements and audiors’ report for the year ended December 31, 2021

Principal activity
The Company was incorporated on February 24, 2005. On September 18, 2006, the Company successfully acquired all the
shares of Rhinopharma Limited, a private company incorporated in Canada, and changed its name from Isis Resources ple
o Verona Pharma ple (the “Company” or the “Parent”). On December 12, 2014, the Company established a U_S subsidiary,
Verona Pharma, Inc., in the state of Delaware. In June 2021, Rhinopharma Limited was dissolved. The Company,
Rhinopharma Limited (until June 2021) and Verona Pharma, Inc. are collectively referred to as the “Group”.

“The principal activity of the Group is the development of novel, “first-in-class” drugs for the treatment of chronic
respiratory diseases, such as chronic obstructive pulmonary discase ("COPD"), cystic fibrosis and asthma.

Section 172(1) Companies Act 2006

The Directors are required by law to act in good faith to promote success of the Company for the benefit of the shareholders
as a whole and are also required to have regard to the following:

« the principal deci

ns made by the Board and the likely long-term consequences of any decision;

« the interests of the Company's employ

+ the need to foster the Company's business relationships with suppliers, customers and others;
« the impact of the Company's operations on the community and the environment;

+ the desirability of the Company maintaining a reputation for high standards of business conduct; and
* the need to act fairly as between sharcholders of the Company.

Outlook and Strategy in this Strategic Report describes the Group’s activities, strategy and future prospect
considerations for long-term decision making.

including the

The Board has a good relationship with the Group's employees. The Board maintains constructive dialogue with employees
through the Chief Exceutive Officer. Appropriate remuneration and incentive schemes are maintained to align employees'
abjectives with those of the Group. More detail on how the Board has regard to the interests of cmployees can be found on
page 12 in the Corporate Governance report.

The Group endeavors to maintain good relationships with its suppliers by contracting them on reasonable business terms
and paying them promptly, within agreed terms. The Board reviews and approves the material contractual terms of
significant suppliers engaged for the manufacturing and development of the Company's drug candidate and management
report to the Board on the performance of the supplicrs to ensure that our research and development program is planned and
delivered effectively in a timely and cost-efficient manner. This ensures interests are aligned between the Group and our
significant suppliers.

The Group has few employees and most operations are outsourced. Its reportable greenhouse gas emissions are thercfore
nil. However, we are aware that our activities do have an impact on greenhouse gas emissions through the work of our
partners and our activities such as business travel. This is discussed further within “Greenhouse Gas Emissions" on page 26
i this Strategic Report

The Board recognizes the importance of maintaining high standards of business conduct. The Group operates Codes of
Business Conduct and Ethics and provides mechanisms for whistleblowing and complaints, described in detail on the
Group's website, under Corporate Governance. Employees are required to read and acknowledge these codes annually and
o follow them atall imes.

The Board endeavors to maintain good relationships with its sharcholders and treat them equally. This is described in more
details in "Relations with shareholders” in the Corporate Governance Report on page 13
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OUTLOOK AND STRATEGY

We are a clinical-stage biopharmaceutical company focused on developing and commercializing innovative therapeutics for
the treatment of respiratory diseases with significant unmet medical needs. Our product candidate, ensifentrine, is a firstin-
class, inhaled, dual inhibilor of the phosphodiesterase (“PDE”) 3 and PDEA enzymes, which is designed 10 act as both a
bronchodilator and an anti-inflammatory agent.

Initially, we are developing inhaled ensifentrine for the treatment of chronic abstructive pulmonary disease (“COPD”), a
common, chronic. progressive, and life-threatening respiratory discase without a cure. If successfully developed,
ensifentrine would be the first therapeutic with a novel mode of action for COPD in over a decade.

During 2021, we made substantial progress in our Phase 3 ENHANCE (“Ensifentrine as a Novel inHAled Nebulized COPD
thErapy”) clinical program. Patient enrollment completed in the 48-week subset of the ENHANCE-1 trial in December 2021
and in the ENHANCE-2 trial in January 2022. Completion of enrollment in the 2d-week subset of ENHANCE- is expected
around the end of the second quarter of 2022. We expect t0 report top-line data from ENHANCE-2 in the third quarter of
2022 and from ENHANCE-1 around the end of 2022 Conditional upon positive results, we intend to submit a New Drug
Application ("NDA”) to the U.S. Food and Drug Administration (“FDA”) in the frst half of 2023,

If approved, we intend to commercialize inhaled ensifentrine for the maintenance treatment of COPD via a standard jet
nebulizer in the U.S.. Outside the U.S., we intend to license ensifentrine to companies with expertise and experience in
developing and commercializing products in those regions. To that end. we have entered into a strategic collaboration with
Nuance Pharma Limited, a Shanghai-based specialty pharmaceutical company (‘Nuance Pharma’), to develop and
commercialize ensifentrine in Greater China.

In Phase 2 clinical trial, ensifentrine has demonstrated positive results in patients with COPD, asthma and cystic fibrosis
(“CF”). We are developing ensifentrine in three formulations for the most widely used inhalation devices: nebulizer, dry
powder inhaler (“DPI”) and pressurized metered-dose inhaler (“pMDI"). Ensifentrine has shown positive Phase 2 data in
COPD trials when delivered by cach of these formulations

Our near term operating focus is the ongoing ENHANCE program, related chemistry, manufacturing and controls,
regulatory efforts and early pre-commercial activities. We believe that our cash and cash equivalents as of December 31,
2021, together with funding expected to become available under the Term Loan and expected cash receipts from the UK.
tax credit, will enable us to fund our planned operating expenses and capital expenditure requirements through at least the
end of 2023

Senior executive change brings substantial regulatory expertise

Tn November 2021, Ms. Caroline Diaz joined Verona Pharma as Senior Vice President of Regulatory Affairs, bringing more
than 18 years of experience in both large and small pharmaceutical companies across key regions. Ms. Diaz has served at
ReViral as Vice President, Regulatory Affairs, and, previously, as Vice President, Regulatory and Quality at Dova
Pharmaceuticals where she built the regulatory function from the eround up and led regulatory sirategy development and
implementation efforts resulting in the first marketing approvals for the company

Overview of COPD and current treatments

COPD is a common, chronic, progressive, and life-threatening respiratory disease without a cure. It damages the airways
and lungs, leading to debilitating breathlessness, hospitalizations, and death. COPD has a major impact on everyday life
Patients struggle with basic activities such as getting out of bed, showering, eating, and walking. Worldwide, COPD affects
approximately 384 million people and is the third leading cause of death, according to the World Health Organization.

The goal of COPD pharmacological therapy is to improve patients’ quality of life by reducing symptoms, decreasing the
quantity and severity of exacerbations (often an escalation of symptoms) and to improve patients’ ability to function (GOLD
2021),

For approximately 40 years, the treatment of COPD has been dominated by three classes of inhaled therapies approved for
use by the FDA and the European Medicines Agency (“EMA”): anti-muscarinics, beta-agonists and inhaled corticosteroids
(“ICSs”). COPD patients are frequently treated with bronchodilators, including long-acting anti-muscarinics (“LAMAS”)
and long-acting beta-agonists (“LABAS”), to relieve airway constriction and make it easier to breathe. In addition, patients
atrisk for exacerbations may be prescribed ICSs to prevent them.

Certain COPD patients are treated with the oral PDE4 inhibitor, roflumilast (Daliresp®), which has demonstrated a
reduction in exacerbation risk in patients with severe chronic bronchitis. However, oral PDE4 therapy results in systemic
exposure which has been associated with unfavorable gastrointestinal side-effects such as nausea, emesis, diarrhea,
abdominal pain, loss of appetite and weight loss,
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COPD treatments arc often combined in patients who remain uncontrolled on one or two therapies. These include LAMA
LABA combinations or LAMA/LABA/ICS combinations. Unfortunately, clinical data suggests that 40-60% of paticnts on
dual or triple therapy still experience significant symptoms of COPD, including breathlessness. These chronic recurring
symptoms limit their daily activities and impair quality of lfe. Despite receiving maximum therapy, it is estimated that more
than 1 million patients in the U.S. alone remain symptomatic. For these patients, no availablc inhaled therapies offer
treatment options beyond standard LAMA / LABA and ICS combinations. New treatment options are urgently needed to
help improve lung function, symptoms, and overall quality of life in these patients.

Ensifentrine

Ensifentrine s a firstin-class, inhaled, dual PDE3 and PDE4 inhibitor. This dual inhibition enables it to act as a
bronchodilator and an anti-inflammatory agent in a single compound. Importantly, this therapeutic profile differentiates it
from existing classes of bronchodilator and anti-inflammatory treatments. We are not aware of any other single compound
in clinical development or approved by the FDA nor the European Commission for the treatment of respiratory discases that
acts both as a bronchodilator and anti-inflammatory agent. If successfully developed and approved, ensifentrine has the
potential to be the first novel class of therapeutic in COPD in over 10 years and the only bronchodilator option as an add-on
to existing dual / riple therapy.

Ensifentrine has demonstrated significant and  clinically meaningful improvements in both lung function and COPD
symptoms, including breathlessness, in our prior Phase 2 clinical studies in patients with moderate to severe COPD. Tn
addition, ensifentrine showed further improved lung function and reduced lung volumes in patients taking standard short-
and long-acting bronchodilator therapy. including maximum bronchodilator treatment with dualriple therapy.

Safety profile

ntrine has demonsrated a safety profile similar to placebo in clinical trials involving more than 1,400 people to date.
Additionally, ensifentrine did not prolong the QT interval or impact other cardiac conduction parameters in a thorough QT
study in healthy volunteers. It is delivered directly to the lungs by inhalation to maximize pulmonary exposure to
ensifentrine while minimizing systemic exposure. This feature minimizes any systemic_side-effects such as the
gastrointestinal disturbance associated with oral PDE4. inhibitors. In addition, in non-clinical trials ensifentrine has
demonstrated high sclectivity for PDE3 and PDE4 over other enzymes and receptors, which is believed to minimize off-
target effects

Differentiated profile

By inhibiting PDE3 and PDEA, ensifentrine impacts three key mechanisms in respiratory disease: bronchodilation,
inflammation and mucociliary clearance. Ensifentrine is designed to increase the levels of cellular cAMP and cGMP in
smooth muscle cells and inflammatory cells, resulting in bronchodilator and anti-inflammatory effects. Ensifentrine is also
designed to stimulate the cystic fibrosis transmembrane conductance regulator (“CFTR”), which is an ion channel in the
epithelial cells lining the airways. Mutations in the CFTR protein result in poorly or non-functioning ion channels, which
cause CF and are potentially important in COPD. CFTR stimulation leads to improved clectrolyte balance in the lung and
thinning of the mucus, which facilitates mucociliary clearance and Icads to improved lung function and potentially a
reduction in lung infections.

Dual inhibition of PDE3 and PDEA has shown enhanced or synergistic effects compared with inhibition of cither PDE alone
on contraction of airway smooth muscle and suppression of inflammatory mediator release in several preclinical studies. We
believe these enhanced effects may increase the utilty of ensifentrine in the treatment of respiratory diseases including
COPD, asthma and CF.
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Ensifentrine: Novel profile providing both
bronchodilator and anti-inflammatory effects
Ensifentrine impacts 3 key mechanisms in respiratory disease
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We believe ensifentrine has the potential to address the large unmet need in treating COPD with its improvement in lung
function, COPD symptoms and meaningful improvement in quality of lif.

Development of ensifentrine

Clinical development of ensifentrine in COPD.

ntrine has demonstrated improvements in lung function, symptoms and quality of life with or without background
therapy in two 4-week, Phase 2b dose-ranging clinical trials in moderate to severe COPD patients. In both studics
ensifentrine was well tolerated at all doses with an adverse event profile similar to placcbo:

« In March 2018, we reported positive top-line results with ensifentrine as monotherapy from our first Phase 2b trial in
403 patients. The trial evaluated four doses of nebulized ensifentrine (0.75 mg, 1.5 g, 3 mg and 6 mg) or placebo
twice daily over 4 weeks. Patients withheld use of regular long-acting bronchodilator therapy for the duration of the
study. The trial met its primary endpoint of improved lung function with ensifentrine demonstrating a clinically and
statistically significant increase in peak forced expiratory volume in 1 second (“FEV,”) at weck 4 compared to placebo.
In addition, clinically relevant secondary endpoints were met including significant progressive improvements in COPD
symptoms.

*In January 2020, we reported positive top-line results with ensifentrine added on to background therapy from our
second Phase 2b trial in 413 patients. This trial evaluated four doses of nebulized ensifentrine (0.375 mg, 0.75 mg, 1.5
mg and 3 me) or placebo added o to treatment with once-daily tiotropium (Spiriva® Respimat®). a commonly used
LAMA bronchodilator, in symptomatic patients with moderate to severe COPD who required additional treatment. The
trial met its primary endpoint of improved lung function, with ensifentrine plus tiotropium demonsirating a clinically
and statisically significant dose-dependent improvement in peak FEV, and FEV, over 12 hours with ensifentrine at
week 4, compared to placebo plus tiotropium. Additionally, clinically meaningful and statistically significant
improvements in health-related quality of ife were observed with ensifentrine added on to tiotropium.
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Ensifentrine: Efficacy demonstrated in two large Phase 2b trials
Improvements in lung function seen at Phase 3 trial dose
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In May 2020, the FDA provided guidance on key features of our pivotal Phase 3 clinical program in response to our End-of-
Phase 2 briefing package for nebulized ensifentrine as a maintenance treatment for COPD. This included clarity on the dose.
primary and secondary endpoints, patient population and program design.

In September 2020, we initiated our ENHANCE Phase 3 trials to evaluate the efficacy and safety of nebulized ensifentrine
in patients with moderate to severe COPD. The two randomized, double-blind. placebo-controiled studies (ENHANCE-1
and ENHANCE-2) are designed to evaluate ensifentrine as monotherapy and added onto a single bronchodilator.

Each study will enroll approximately 800 moderate to severe, symptomatic COPD patients at sites primarily in the U.S. and
Europe. The two study designs will replicate measurements of cflicacy and safety data over 24 weeks but ENHANCE-1 will
also evaluate longer-term safety in 400 patients over 48 weeks. The primary endpoint is improvement in lung function
measured by FEV, over 12 hours with ensifentrine after 12 weeks of treatment. Key secondary endpoints include
measurements of COPD symptoms and health-related quality of life through 24 weeks assessed via the validated patient
reported outcome tools, E-RS and SGRQ. Additional lung function endpoints including peak and moming trough FEV will
also be assessed. Exacerbations will be analyzed by individual study and in a pooled analysis.

Patient enrollment completed in the 48-week subset of the ENHANCE-1 trial in December 2021 and in the ENHANCE-2
trial in January 2022. Complete enrollment in the 24-weck subset of ENHANCE-1 is expected around the end of the second
quarter of 2022. We expect to report top-line data from ENHANCE-2 in the third quarter of 2022 and from ENHANCE-1
around the end of 2022. Conditional upon positive resuls, we intend to file an NDA with the FDA in the first half of 2023
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Pivotal Phase 3 program nearing completion
Two pivotal efficacy and safety studies: ENHANCE-1 and ENHANCE-2
Ensifentrine as a Novel inHAled Nebulized COPD thErapy in moderate to severe COPD
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Formulations

Verona Pharma has developed formulations of ensifentrine for the three most widely used inhalation devices: nebulizer, DPI
and pMDI. The nebulized formulation of ensifentrine is designed to be suitable for use in a standard jet nebulizer, not a
proprietary device. Delivery of COPD medications by nebulizer is important because such medications can be used by
adults of almost any age and dexterity and regardless of peak inspiratory flow, offering advantages to patients who may
strugele to operate handheld inhaler devices or have low peak inspiratory flow. DPI and pMDI handheld inhaler formats are
relatively portable and convenient and are also important delivery mechanisms.

While we continue to focus on development of the nebulized formulation of ensifentrine, we believe the development of
PMDI and DPI formulations of ensifentrine provides additional lifecycle opportunities including new potential indications,
formulation combinations and collaborations. In February 2021, we reported positive results from the second, multiple dose
part of a Phase 2 trial with pMDI ensifentrine in patients with moderate to severe COPD. Ensifentrine delivered by pMDI
met all of the primary and secondary lung function endpoints. The improvement in lung function was dose-ordered and
statistically significant at peak and over the 12-hour dosing interval compared with placebo, and supports twice-daily dosing
of ensifentrine via pMDI for the treatment of COPD. Data from the single dose part of the study were reported in March
2020,

Verona Pharma has successfully demonstrated proof of concept in Phase 2 COPD trials with all three formulations. Tn
addition, the data from Phase 2 trials were consistent across the three formulations. Al three dosing forms have
demonstrated statisically significant and clinically meaningful improvements in lung function and duration of action,
supporting twice-daily dosing and a safety profile similar to placebo.
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Pipeline

The following table summarizes our development programs.

Verona Pharma’s respiratory product pipeline
Ensifentrine is a potential “Pipeline in a product”

Program Delivery Pre-clinical Phasel Phase2  Phase3 Milestone Targets / Status.
Positive Phase 2 data DP1 & pMDI
results similar to placebo)
= ) P
Cysic Fibrosis wesoce: | D Proof of concept

Potential additional indications for ensifentrine
Cystic fibrosis and asthma

In addition to COPD, we believe ensifentrine has potential applications in other respiratory diseases including CF and
asthma,

CF is a progressive, fatal genetic discase without a cure and a median age of death of 46 years. The condition is
characterized by thick, sticky mucus that damages many of the body’s organs. It causes repeat and persistent lung infections
that result in frequent exacerbations and hospitalizations. Other symptoms include malnuition, constipation and diarrhea,
and some adults develop diabetes arthritis and liver problems.

CF s the most common fatal inherited disease in the U.S. and Europe. More than 70,000 people worldwide are living with
CF and approximately 1,000 new cases are diagnosed each year, according 10 the Cystic Fibrosis Foundation. The U.S. and
European regulatory authorities consider CF to be a rare, or orphan, disease and provide incentives to encourage
development of cffective new treatments.

CF patients endure multiple daily medications, taking an average of seven per day, including inhaled and injected treatments
o clear mucus and fight infections as well as enzyme pills to digest food. Ultimately, sclected patients have lung
transplants

In a Phase 2a clinical trial, a single dose of nebulized ensifentrine demonstrated an improvement in lung function in patients
with CF. In addition, in preclinical studies, ensifentrine activated the cystic fibrosis transmembrane conductance regulator
("CFTR"), which is beneficial in reducing mucous viscosity and improving mucociliary clearance. We believe these data
support the continued development of ensifentrine as a potential therapy for CF.

Asthma is a common lung condition that causes sporadic breathing difficulties. The disease causes narrowing and swelling
of the airways leading to symptoms including difficulty breathing, wheezing, coughing and tightness in the chest. Exposure
to triggers such as allergens or iritants can lead to asthma attacks

Asthma attacks vary in severity and frequency. More than 300 million people worldwide suffer from asthma and it is the
most common chronic disease among children, according to the World Health Organization.

Although there is no cure, symptoms may be prevented by avoiding riggers and through established maintenance therapics
including bronchodilators, ICS, anti-IgE agents and leukotriene inhibitors.
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Ensifentrine has shown potential in a Phase 2a clinical tral in asthma. The data from this trial, published in October 2019 in
the journal Pulmonary Pharmacology & Therapeutics, demonstrated that ensifentrine produced dose-dependent
improvements in_ bronchodilation that were comparable to current rescue medication, high dose nebulized albuterol.
Importantly, ensifentrine was well tolerated and patients experienced fewer systemic effects than those receiving albuterol

covip-19

While our initial focus remained on the treatment of COPD, we evaluated ensifentrine as a potential treatment option for
COVID-19. In April 2021, we reported results from a pilot study with pMDI ensifentrine showing ensifentrine added on to
standard of care was well tolerated in patients hospitalized with COVID-19. The 45 patient study was not powered to
identify statistically significant efficacy outcomes and no clinical efficacy benefit with ensifentrine added on to standard of
care was observed. We do not plan to conduet further studics of ensifentrine in the treatment of COVID-19.

Our team

Our expert team has decades of experience in developing and commercializing respiratory therapeutics including the
following COPD therapeutics: Advair'; Anoro Ellipta”; Breo”; Flovent”: Flutiform®; Incruse Ellipta; Serevent™;
Symbicort”; Tudorza Pressair” and Ventolin®

MANUFACTURING

We do not have manufacturing facilities and rely on. and expect to continue o rely on, third-party contract manufacturing
organizations ("CMOs") for the supply of current good manufacturing practices (“cGMP”) compliant clinical trial materials
of ensifentrine, and any future product candidates, as well as for commercial quantities of ensifentrine and any future
product candidates, if approved. We currently do not have any agreements for the long-term commercial production of
ensifentrine

‘While we may contract with other CMOs in the future, we currently have one CMO for the manufacture of ensifentrine drug
substance and one CMO for each formulation of ensifentrine.

Al of our current CMOs have commereial seale manufacturing capabilities. We believe that the ensifentrine drug substance
and drug product manufacturing processes can be transferred to other CMOs to produce clinical and commercial supplies in
the ordinary course of business

COMMERCIALIZATION

United States

In the United States, we are preparing to commercialize nebulized ensifentrine ourselves, if approved. Current maintenance
COPD treatments in the U.S. generate approximately $10.5 billion in sales. Despite the availability of these therapics, it is
estimated that more than 1 million patients remain symptomatic following treatment with maximur therapy. These patients
need therapics that can help improve their lung function and symploms. In addition to the number of patients that remain
symptomatic, COPD places a tremendous burden on the U.S. healtheare system with approximately $30 billion in direct and
indirect costs

Based on our market rescarch, conducted with U.S. healthcare providers and payers, we believe ensifentrine would be
widely adopted and that the majority of ensifentrine’s use would be primarily as an add-on to dual or triple therapy
regimens. This is duc to the urgent unmet need for new therapies to help improve lung function, symptoms and quality of
life. Our market rescarch also suggests the majority of ensifentrine usage would be initially commenced by pulmonologists.
Due to this focused prescriber base, we anticipate a field sales force of approximately 100 representatives would be able to
reach the potential ensifentrine opportunity.

International

COPD affects over 384 million people worldwide with many patients remaining undiagnosed. Our strategy outside of the
US. including Asia, Europe and Latin America, is to establish partnerships with leading companies that can support the
further development and commercialization of ensifentrine in those regions.

In June 2021, we executed on this strategy by entering into a strategic collaboration with Nuance Pharma, a Shanghai-based
specialty pharmaceutical company. with a potential value of up to $219.0 million to develop and commercialize ensifentrine
in Greater China. Under the terms of the agreement, we granted Nuance Pharma the exclusive rights to develop and
commercialize ensifentrine in Greater China. Tn return, we received an aggregate $40.0 million upfront payment consisting
of $25.0 million in cash and an equity interest valued at $15.0 million, as of June 9, 2021, in Nuance Biotech, the parent
company of Nuance Pharma. We are cligible to receive further milestone payments of up to $179.0 million that are triggered
‘upon achievement of certain clinical, regulatory and commercial milestones as well as tiered double-digit royalties on net
sales in Greater China.
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Nuance Pharma is responsible for all costs related to clinical development and commercialization in Greater China. A joint
stecring committce has been established to cnsure ensifentrine’s clinical development in the region aligns with our giobal
development and commercialization strategy. Nuance Pharma plans to file an Investigational New Drug Application with
the China Food and Drug Administration and afterwards to begin clinical studies for the treatment of COPD in Greater
China

COMPETITION

The pharmaceutical industry is characterized by rapidly advancing technologies, intense competition and a strong emphasis
on proprietary drugs. We face potential competition from many different sources, including major pharmaceutical, specialty
pharmaceutical and biotechnology companies, academic institutions, governmental agencies and public and private research
institutions. If successfully developed and commercialized, ensifentrine will compete with existing treatments and new
reatments that may become available in the future.

Ensifentrine is a unique, first-in-class therapeutic candidate with both bronchodilator and anti-inflammatory properies in a
single compound. As far as we are aware, no other dual PDE3 and PDE4 inhibitor is on the market nor in clinical
development, Based on our market rescarch, we expet ensifentrine to be used mainly in addition to existing dual and triple
therapies, LAMA / LABA / ICS, where no additional treatment options exist for patients who are symptomatic. Some
healtheare providers have indicated that they would use it as earlier line therapy based on ensifentrine’s clinical profile.

Consequently, we believe that, if approved, nebulized ensifentrine’s unique profile will enable it to compete with all
approved COPD therapies including nebulized and handheld inhaler formulations, DPI and pMDI. Furthermore, because
ensifentrine’s mechanism of action is complementary to available therapies, we believe it could be used in addition 10 these
treatments

Within the currently approved nebulizers for the maintenance treatment of COPD, we consider ensifentrine’s potential
competitors in the U_S. market to be LABAS (Brovana® and Perforomist") and LAMAS (Yupelri” and Lonhala"Magnair").

In the DPIpMDI maintenance treatment of COPD market, ensifentrine’s current closest potential competitors are
Symbicort”, a combination of  long-acting beta2-agonist bronchodilator and ICS marketed by AstraZeneca ple, Spiriva®, a
long-acting anti-muscarinic bronchodilator marketed by Bochringer Ingelheim GmbH, Advair”, a combination of a long-
acting beta2-agonist bronchodilator and 1CS marketed by GlaxoSmithKline plc, Utibron Neohaler”, a combination of a
long-acting beta2-agonist and long-acting anti-muscarinic bronchodilator marketed by Novartis International AG, Breo”, a
combination of a long-acting beta2-agonist bronchodilator and ICS marketed by GlaxoSmithKline, and Anoro®, a
combination of a long-acting beta2-agonist bronchodilator and long-acting anti-muscarinic bronchodilator marketed by
GlaxoSmithKline. A triple-combination therapy of a LAMA, a LABA and ICS, developed by GlaxoSmithKline and Chicsi
Farmaceutici S.p.A., Trelegy Ellipta”, has been approved in the U.S. and the European Union and AstraZeneca also has a
triple-therapy combination product (LAMA / LABA / ICS). Breztri Acrosphere” that was approved in the U.S. in July 2020,
in the European Union in December 2020 and in China in December 2019.

Other potential therapies in clinical development for the prevention of COPD exacerbations include injectable biologics
Sanofi’s anti-IL4, Dupixent”, AstraZeneca’s anti-ILS, Fasenra”, GlaxoSmithKline’s anti-ILS, Nucala” and Chiesi’s PDE4
inhibitor, Tanimilast, are in Phase 3 trials, We are also aware of several anti-inflammatories and bronchodilators that are in
Phase 2 clinical trials for the treatment of COPD.

INTELLECTUAL PROPERTY

We strive to protect and enhance the proprictary technologies, inventions and improvements that we believe are important to
our business, including secking, maintaining and defending patent rights, whether developed internally or licensed from
third parties. Our policy is to scek 1o protect our proprictary position by, among other methods, pursuing and obtaining
patent protection in the U.S. and in jurisdictions outside of the U.S. related to our proprietary technology, inventions,
improvements, platforms and our product candidates that are important to the development and implementation of our
business.

As of December 31, 2021, our patent portfolio consisted of nine issued U.S. patents, three pending U.S. patent applications,
sixty issued foreign patents and forty-cight pending foreign applications including two patent applications made under the
Patent Cooperation Treaty. These patents and patent applications include claims directed to certain respirable formulations
comprising ensifentrine, a crystalline form of ensifentrine, combinations of ensifentrine with certain respiratory drugs,
certain salts of ensifentrinc, ensifentrine for use in the treatment of cystic fibrosis, and a method of making ensifentrine,
with expected expiry dates up to 2041.
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Individual patents extend for varying periods depending on the date of filing of the patent application or the date of patent
issuance and the legal term of patents in the countries in which they are obtained. Generally, patents issued for regularly
filed applications in the United States are granted a term of 20 years from the carliest effective non-provisional filing date.
In addition, in certain instances. a patent term can be extended to recapture a portion of the U.S. Patent and Trademark
Office, or the USPTO, delay in issuing the patent as well as a portion of the term effectively lost as a result of the FDA
regulatory review period. However, as to the FDA component, the restoration period cannot be longer than five years and
the total patent term including the restoration period must not exceed 14 years following FDA approval. The duration of
foreign patents varies in accordance with provisions of applicable local law, but typically is also 20 years from the carliest
effective filing date. However, the actual protection afforded by a patent vares on a product-by-product basis, from country
to country and depends upon many factors, including the type of patent, the scope of its coverage, the availability of
regulatory-related extensions, the availability of legal remedies in a particular country and the validity and enforceability of
the patent

Furthermore, we rely upon trade secrets and know-how and continuing technological innovation to develop and maintain
our competitive position. We seek to protect our proprictary information. in part, using confidentiality agreements with our
collaborators, employees and consultants and invention assignment agreements with our employces. We also_have
confidentiality agreements or invention assignment agrecments with our collaborators and selected consultants, These
agreements are designed to protect our proprietary information and. in the case of the invention assignment agreements, to
grant us ownership of technologies that are developed through a relationship with a third party. These agreements may be
breached, and we may not have adequate remedies for any breach. In addition, our trade secrets may otherwise become
known or be independently discovered by competitors. To the extent that our collaborators, employees and consultants use
intellectual property owned by others in their work for us, disputes may arise as to the rights in related or resulting
know-how and inventions.

Our commercial success will also depend in part on not infringing upon the proprietary rights of third parties. It is uncertain
whether the issuance of any third-party patent would require us to alter our development or commercial strategics. or our
drugs or processes, obtain licenses or cease certain activitics. Our breach of any license agreements or failure to obain a
license to proprictary rights that we may require to develop or commercialize our future drugs may have an adverse impact
on us. If third parties have prepared and filed patent applications prior to March 16, 2013 in the United States that also claim
technology to which we have rights, we may have to participate in interference procecdings in the USPTO, to determine
priority of invention.
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FINANCIALS|
Comparison of Operations for the Years ended December 31, 2021 and 2020

The operating loss for the year ended December 31, 2021 was $73.2 million (2020: $74.5 million) and the loss after tax for
the year ended December 31, 2021 was §59.3 million (2020: $67.7 million).

Research and Development Costs

Research and development costs were $79.3 million for the year ended December 31, 2021 compared to $44.6 million for
the year ended December 31, 2020, an increase of $34.8 million. This increase was primarily driven by an increase in
clinical costs of $35.0 million in the ENHANCE program. These trials were running for the entire year ended December 31,
2021, but only part of the comparative period. Also, certain trial costs are recognized in line with the treatment of trial
subjects and there were more subjects under treatment in 2021.

Selling, general and Administrative Costs

Sclling, general and administrative costs were $33.8 million for the year ended December 31, 2021 compared to $29.9
million for the year ended December 31, 2020, an increase of $3.9 million. This increase was driven primarily by a $2.9
million increase in share-based compensation charges, $4.0 million related to transaction advisory fees on the Nuance
license, $0.9 million related to increased Directors’ and Officers’ insurance, partially offset by a $2.1 million decrease
related to severance and other executive change costs incurred in 2020, and $1.9 million decrease of expenses relating to the
Private Placement in 2020.

Finance Income and Expense

Finance income was $2.4 million for the year ended December 31, 2021 and $2.2 million for the year cnded December 31,
2020. In the year ended December 31, 2021 there was a $2.2 million gain on the fair value movement of the derivative
financial liabiliy. In the year ended December 31, 2020, that was an expense (see below) and there was a $2.1 million
forcign exchange gain on cash and short term investments. The increase was partially offset by a reduction of $0.1 million
i interest received on cash balances duc to lower interest rates,

Finance expense was $4.2 million for the year ended December 31, 2021, compared to $3.5 million for the year ended
December 31, 2020. In the year ended December 31, 2021, finance expense $3.8 million expense relating to the umwind of
the discount factor on the assumed contingent liability, and $0.3 million interest charge on the term foan. In the year ended
December 31, 2020, this discount unwind was $22 million and there was a SL.1 million expense on the fair value
movement on the derivative financial liability.

Cush and cash equivalents
As at December 31, 2021, the Group held $148.4 million in cash and cash equivalents (2020: $188.0 million).
Taxation

Taxation for the year ended December 31, 2021 amounted to a credit of $15.6 million compared to a credit of $8.1 million
for the year ended December 31, 2020, an increase of $7.5 million. The credits are obtained at a rate of 14.5% of 230% of
our qualifying research and development expenditure, and the increase in the credit amount was primarily attributable to our
increased qualifying expenditure on research and development

Treasury shares

The Group holds shares in an employee benefit trust, o satisfy share based compensation awards and these share are
accounted for as treasury shares. As at December 31, 2021, 9,094,584 shares were held in treasure, at a nominal value of
$603 thousand (2020: 25,000,000 shares, nominal value $1.7 million)
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Key Performance Indicators ("KPIs")

The Company is a development stage business and does not yet generate revenues or other operating cash inflows. The
Company therefore uses a mix of Financial and Non-financial KPIs to monitor its activities. Financial KPIs can typically be
compared over a period of years; Non-financial KPls may change from year to year depending on the development stage of
the Company’s programs

I Research and development spend during the year
Strategic objective: Investment in R&D to generate future revenue for the Group.
Key Performance Indicator: R&D expenditure of $79.3 million (2020: $44.6 million).

Definition: Costs including labor, materials and other expenditure incurred by the Group on research and development

Year ended December 31, 2017 2018 2019 2020 2021
Rescarch and development 307 257 424 446 793
2 Cash and short-term investments held at year end

Strategic objective: Availability of financial resources to progress the development of the Group's research and
development activit

Key Performance Indicator: Year end cash of $148.4 million (2020:

Definition: Cash and cash equivalents.

Year ended December 31, 2017 20082019 2020 2021
‘Cash and equivalents 1084 826 40518801454
3. Study enrollment

Strategic objective: Timely enrollment in the ENHANCE Phase 3 clinical program to ensure data is reported in line with
Company and market expectation.

Key Performance Indicator: Timely completion of both Phase 3 trials, ENHANCE-1 and ENHANCE-2, with nebulized
ensifentrine for the maintenance treatment of COPD by the end of 2022,

Definition: Completion of enrollment of approximately §00 COPD patients in each of the ENHANCE-1 and ENHANCE-2
clinical tials.

Gender of Di

ctors and employees

We recruit individuals who have the skills, experience and integrity nceded to perform the roles to make Verona Pharma a

successful company. We recruit without regard to sex or ethnic origin, appointing and thereafter promoting staff based upon
merit

The profile of the Group’s employees at December 31, 2021, was as follows:

Make Female Totat

December 31, 2021_December 31,2021 _December 31, 2021
‘Number of persons who were Directors of the Company 9 T 0
Number of persons who were executive officers of the Company i 2 3
Number of persons who were other employees of the Company 5 17 2
“Total employees at December 31, 2021 s 20 35
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Environmental matters

We currently outsource our research, development, testing and manufacturing activities. These activities are subject to
various environmental, health and safety laws and regulations, which govem, among other things, the controlled use,
handling, release and disposal of and the maintenance of a registry for, hazardous materials and biological materials. If we
or our partners fail to comply with such laws and regulations, we could be subject to fines or other sanctions.

As with other companies engaged in activities similar to ours, we face a risk of environmental liability inherent in our
current and historical activiies, including liabilty relating to relcases of or exposure to hazardous or biological materials.
Environmental, health and safety laws and regulations are becoming more stringent. We may be required to incur substantial
expenses in connection with future environmental compliance or remediation activities, in which case, our production and
development efforts may be interrupted or delayed.

Greenhouse Gas Emissions

We have used the Greenhouse Gas (“GHG") Protocol Corporate Accounting and Reporting Standard (revised edition) data
gathered to fulfil our requirements under the CRC Energy Efficiency scheme, and emission. Our greenhouse gas emission
estimates for 2021 and 2020 have been prepared in accordance with the UK. government's Department for Environment,
Food and Rural Affairs (DEFRA) guidance document Environmental Reporting Guidelines: Including Mandatory GHG
emissions reporting guidance from June 2013,

Tonnes carbon doide cquivalent
co2e)
21 020

Estimated greenhouse gas emissions from our own activities, including the combustion of

fuel and the operation of our facilities — —
Estimated greenhouse gas emissions from purchased clectricity, heat, steam or cooling

for own use

Total estimated greenhouse gas emissions — —
Intensity ratio: NA NA

We are a company with a small number of employees. We have serviced offices and we currently outsource our research,
development, testing and manufacturing activities. As a result we do not emit greenhouse gases from our own activities, nor
do we purchase electricity, heat or steam for our own use. (Scope | and Scope 2 disclosures)

However, we are aware that our activities do have an impact on GHG emissions through the work of our partners and our
activities such as business travel (Scope 3 disclosures). We have discussed with our partners the impact of our operations on
emissions but they have not been able to provide the information for us to provide a meaningful analysis.

We have activities in the U.S. and Europe and we need to fly our employees, directors and consultants to effectively manage
our business and operations;

Approach to Risk

Drug development is inherently risky. There is no certainty that ensifentrine will progress successfully through
development, obtain regulatory approval and become a marketable product. Verona Pharma’s intemal development
expertise and knowledge of respiratory discases should however allow it to develop ensifentrine in a manner that will
substantially reduce, but which cannot eliminate, this risk in the future. All of the Group’s activities involve an ongoing
assessment of risks and the Group seeks to mitigate such risks where possible. The Board has undertaken an assessment of
the principal risks and uncertainties facing the Group, including those that would threaten its business model, future
performance, solvency and liquidity. In addition, the Board has considered the longer-term viability of the Group including
Factors such as the prospects of the Group and its ability to continue in operation for the foresceable future.

Having carried out a review of the level of risks that the Group is taking in pursuit of its strategy, the Board s satisfied that
the level of retained risk is appropriate and commensurate with the financial rewards that should result from achievement of
its strategy. The Board notes inclusion of risks relating to the COVID-19 pandemic, the Russia-Ukraine conflict and also
proposed changes o the U.K. SME tax credit program. The main risks have been identified as follows:

+ o help protect the health and safety of the patients, carcgivers and healtheare professionals involved in our ongoing
clinical trials of ensifentrine, as well as our employees and independent contractors, the Company continues to follow
guidance from the FDA and other health regulatory authorities regarding the conduct of clinical trials during the
COVID-19 pandemic to ensure the safety of study participants, minimize risks to study integrity, and maintain
compliance with good clinical practice (GCP). The Company continues to review this guidance and the effect of the
COVID-19 pandemic on our operations and clinical trials and will provide an update if it becomes aware of any
meaningful disruption caused by the pandemic to its clinical trals.
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= We arc closely monitoring activities at our contract manufacturers associated with clinical supply for the ongoing
clinical trials, and are satisfied that appropriate plans and procedures are in place to ensure uninterrupted future supply
of ensifentrine to the clinical tral sites, subject to potential limitations on their operations and on the supply chain duc
0 the COVID-19 pandemic and the Russia-Ukraine conflict. The Company is continuing to monitor this situation and
will provide an update if it becomes aware of any meaningful disruption caused by the pandemic or the conflict to the
clinical supply of ensifentrine or other clinical material or equipment for its clinical rials

+ Our Phase 3 ENHANCE clinical program is being conducted at a number of clini
other counires impose sanctions o other restrictions s a result of the current conflict between Russia and Ukraine, we
may encounter problems transferring funds into Russia to pay the clinical trial sites, supplying ensifentrine and
equipment to trial sites, or validating trial data, which would increase the cost and timelines of our Phase 3 program.
“The Company is closely monitoring this situation.

* We have a limited operating history, have never generated any product revenue, have incurred significant operating
fosses since our inception, expect to incur significant operating losses for the foresecable future and may never achicve
or maintain profitability.

* We will need additional funding to complete the development and commercialization of ensifentrine, if approved. and if
we are unable to raise capital when necded, we could be forced to delay, reduce, modify or eliminate our product
development programs or commercialization efforts

+ UK. tax credits from the Small and Medium Enterprises R&D scheme are an integral element of our financing strategy
and proposed changes to this scheme might materially reduce the amount of cash tax credits we may claim. New rules
were introduced, effective for accounting periods starting after April 1, 2021, whereby the amount of SME payable
R&D tax credit that a business can receive in any one year will be capped at £20,000 plus three times the company’s
total PAYE and NIC liability. Exemptions to the cap have been introduced which are available to companies who meet
certain conditions. We are currently reviewing the impact these changes could have on our tax credit for the year ending
December 31, 2022, which would be payable in 2023,

* We depend heavily on the success of ensifentrine, our only product candidate, and we cannot give any assurance that
ensifentrine will receive regulatory approval for any indication, which is necessary before it can be commercialized.

« Ensifentrine is in clinical development. If linical trials of ensifentrine are prolonged or delayed, or if ensifentrine fails
o show the desired safety and efficacy, we or our licensees, such as Nuance, may be unable to obtain required
regulatory approvals and be unable to commercialize ensifentrine on a timely basis, or at all

 We may encounter regulatory issues or changes that increase our costs and delay or impede our development and
commercialization efforts.

* We rely, and expect to continue to rely, on third parties to conduct our clinical trials and pre-clinical testing, and to
manufacture our product candidates for pre-clinical and clinical testing, and those third parties may not perform
satisfactorily, which could delay our product development activities.

« The collaboration and license agreement with Nuance Pharma is important to our business. If Nuance Pharma is unable
to develop and commercialize products containing ensifentrine in Greater China, if we or Nuance Pharma fail to
adequately perform under the Nuance Agreement, or if we or Nuance Pharma terminate the Nuance Agreement, our
business would be adversely affected

*1f we are unable to adequately protect our technology, or to secure and maintain freedom to operate or issued patents
protecting our product candidates, others could preclude us from commercializing our technology and products or
compete against us more dircelly.

« Our information technology systems, and those of our manufacturers, suppliers and other third parties that we use to
conduct our pre-clinical and clinical trials or otherwise collaborate with, may fail or suffer security breaches, which
could distract our operations and cause delays in our rescarch and development work, and may adversely
business, operations and financial performance.

. We

significant competition from other biotechnology and pharmaceutical companies.

+ Our future growth and ability to compete depends on retaining our Key personnel and recruiting additional qualified
personnel,

On behalf of the Board.

Dr. David Zaccardelli
Chief Executive Officer
March 14, 2022
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Letter from the Chair of the Remuneration Committee

De:

hareholders,

As Chair of the Remuncration Comittee (the "Committce”), 1 am pleased to present, on behalf of the board of dircctors
(the "Board") of Verona Pharma, the Directors’ Remuneration Report for the year ended December 31, 2021 (the
"Remuneration Report"). Sharcholders will be invited to approve the Remuneration Report, which will be subject to  non-
binding advisory vote, at the Annual General Mecting of sharcholders (“AGM") to be held on April 27, 2022 ("2022
AGM"). The Directors' Remuneration Policy (the "Remuneration Policy”) was approved by sharcholders at the 2021 AGM.

The notice and accompanying materials for the 2022 AGM will be sent out in due course.
The Remuneration Committee

The Committee is responsible for reviewing and establishing our executive and non-executive remuneration policy and
philosophy. including making recommendations to the Board for its approval with respect to the remuneration of our
President and CEO, who is our sole Executive Director, and our Non-Executive Directors. The Committee is also
responsible for determining and approving the remuneration of senior executive officers. The composition and terms of
reference of the Committee can be found on our website at www.veronapharma.cor.

Remuneration philosophy

The aiim of the Remuneration Policy is to enable the Company to offer remuneration packages that are designed to promote
the long-term success of the Company by

* being sufficiently competitive to enable the Company 10 attract, incentivize and retain the Executive Directors and
management it needs to operate its business:

* supporting and rewarding the delivery of the Company's strategy and corporate objectives and ultimately creating value
for sharcholders;

+ aligning Exccutive Dircctors and management with the long-term interests of shareholders and helping to retain them
by delivering a significant element of remuneration in shares;

+ cffectively managing the Company’s cash resources; and
* being flexible enough to cope with the Company’s changing needs as it grows and the strategy evolves.

s the belief of the Committee that these abjectives are best achieved through a greater emphasis on variable rather than
fixed remuneration, comprised of a mix of base salary and benefits, along with the flexibility to appropriately reward and
incentivize with variable pay and longer term incentives, as described within the Remuneration Policy.

Whilst the Company is headquartered in the U.K, given that a number of the Company's senior executives are based in the
U.S., where the market for experienced directors and biopharmaceutical executive talent is very competitive, and given that
the Company is listed on a U.S. stock exchange and that its sharcholder base is primarily U.S. based. the Committce
references U.S. benchmarks and practices in designing its remuneration programs and policies. Notwithstanding, the
Committee exercises its discretion in determining the various elements of cash and equity compensation and is mindful of
the general U.K. compensation framework, including investor bodies guidance, and has considered these when determining
the remuneration programs and policies where it believes they best serve the long-term interests of shareholders.

Currently the Company has only one Executive Director, but the Remuneration Policy will apply equally to any additional
Exccutive Directors who may be appointed in the future

The Committee annually reviews the operation of the remuneration programs and policies to ensure they are operating
within an acceptable risk profile and that they do not inadvertently encourage any economic, social or governance issues.

Key activities and decisions in the year ended December 31, 2021

During 2021, despite numerous challenges caused by the COVID-19 pandemic, Verona Pharma made substantial progress
i its Phase 3 ENHANCE clinical program. The 48-week subset of the ENHANCE-1 trial was fully enrolled in December
2021, whichis a key driver of delivering top-line data for the program. The ENHANCE- trial completed screening by year
end and full enrollment was completed in January 2022 The 24-week subset of ENHANCE-1 is expected to complete
enrollment around the end of the second quarter of 2022.

In February 2021, the Company reported positive Phase 2 data with a pressurized metered-dose inhaler (‘pMDI”)
formulation of ensifentrine in patients with moderate to severe chronic obstructive pulmonary disease (“COPD")

In June 2021, Verona Pharma entered into a strategic collaboration with Nuance Pharma, a Shanghai-bascd specialty
pharmaceutical company, with a potential value of up to $219 million, to which the Company granted rights to develop and
commercialize ensifentrine in Greater China

28




image167.png
VERONA PHARMA PLC
DIRECTORS’ REMUNERATION REPORT FOR THE YEAR ENDED DECEMBER 31, 2021

During 2021, the Committee’s activities included monitoring and assessing performance against the annual bonus objectives
for the senior exceutives, including the Executive Director. In December 2021, the Committce determined the level of bonus
awards payable in respect of the 2021 performance period. The awards recognized that 85% of the Company’s corporate
objectives for 2021 were achieved. The Board accepted the Committee’s recommendation and such amounts have been
included in this 2021 annual report and accounts.

In February 2022, the Committee approved the annual bonus objectives to be achieved by the senior executives, including
the Exccutive Dircctor, for the year ended December 31, 2022. These objectives, which were approved by the Board, are
considered to be commercially sensitive and will not be disclosed in detail, but are designed to support achievement of our
strategic objectives to develop and commercialize innovative therapies for the treatment of respiratory diseases with
significant unmet medical needs.

The Committee’s other activities during 2021 included a benchmarking review of the cash and equity-based compensation
of the Non-Executive Directors and the senior executive officers, including the Executive Director. The Committee engaged
AoN Consulting, Inc. as independent advisors to perform such benchmarking against a selected peer group consisting
largely of comparable US. listed pre-commercial biopharmaceutical companies and to provide compensation
recommendations. The benchmarking exercise found that the cash portion of fees paid to Non-Executive Directors was
between the 25th to S0th percentile of the peer group with the equity- portion of fees positioned below the 25th percentile.
In determining whether the fees should be increased the Committee considered the increasing scope, responsibilities, and
time commitment of the Non-Executive Director role. As a result, the Committee determined that the cash portion of the
Non-Executive Director fee should remain unchanged for 2022, but the value of the equity portion should increase from the
2021 level. The Committee plans to make the equity grants to the Non-Executive Directors immediately after the 2022
AGM. The Committee also approved a 3% base salary increase for the CEO), with effect from January 1, 2022,

The Company has made significant progress during 2021 with the Phase 3 ENHANCE clinical program, the entering into of
the strategic collaboration with Nuance Pharma and the positive Phase 2 data cvaluating an pMDI formulation of
ensifentrine. The compensation approved by the Committee for 2022, including the bonus objectives for the Exccutive
Director and other senior executive officers, is designed to support achievement of the Company’s strategic objectives and
core focus during 2022 to complete and report data for the Phase 3 ENHANCE clinical program.

We hope that you remain supportive of our remuneration approach and will vote in favor of the Directors' Remuneration
Report

Yours faithfully,

Dr Ken Cunningham
Chair of the Remuneration Commitice

March 14,2022
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Annual Report on Remuneration
Single total figure of remuneration of each Director (audited)

The Directors reccived the following remuneration for the years ended December 31, 2021 and December 31, 2020:

Share-
Financial Employer's based Total
Year | CashFees Bomus  Pension  payment”  Benefis Other  Totalfixed variable Tota
s § s s s s s s s
Exceutive
David Zaccardell 02 2% RWII L6000 2739 SR 83 1139795
00 2167 41250 6OM 17@0462 3110 S 26T 18092962 18301239
Jan-Anders Karlsson 2021
00 3644 = LB sl 1ss S maw a0 s
Non-Exccutive
David Bbsworth 02 158369 - - - 158369 — e
00 153016 121075 153016 274091
Ken Cunningham ECTRREY = — = — — s Y
0 saes 121075 4652 175721
Anders Ullan w1 060 — — = — ] T
00 a0 = — s = — ass e e
Rishi Gupta 021 4602 — T — R T
00 a4 sa13 s
Mahendra Shalt ET—r — = — = ] ]
00 4208 121075 o8 2L 16
Andrew Sinclair w1 s - — 1406 - — ey e o
00 ason = — = = —  am —  um
Vikas Sinha 021 sess — — — — — sesso o sess
00 s 121075 7385 178460
Martin Edvards 01 40607 = = = = R E—
00 4098 121075 099 120075 162084
Lisa Deschamps w1 370 - — 1ams - — wm nams a0
200

! Appointed February 1, 2020, Dr. Zaccardelli was entitled 1o a base salary of S750,000 per year in 2020, made up of
$250,000 in cash and $500,000 in restricted stock units. In 2021 this increased to $772,500 is made up of $272,500 of cash
payments and $300,000 of restricted stock units.

*Resigned February 1, 2020. The single total figure relates to remuneration as a director.
* Appointed March 1, 2021

" Share based payments represent the intrinsic value of share options that vested during the years ended December 31, 2020
and December 31,2021 and the intrinsic value of RSUs granted in the years ended December 31, 2020 and December 31,
2021. The intrinsic value of the share options is the difference between the share price on the date of vesting and the
exercise price of the option. In the case of RSUs it is the share price on the day of issue. No amount of this award was
attributable to share price appreciation.

Dr. Zaccardelli's compensation package is denominated in U.S. dollars; all other directors' compensation is denominated in
UK. pounds, except for share based payments, which are calculated on the price of ADSs. For the purposes of this table, all
amounts are translated into U.S. dollars using exchange rates on December 31, 2021 (1.353583) and December 31, 2020
(1.366312) for each year respectively.
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Annual performance bonus

“The Company operates a discretionary bonus scheme for all employees including the CEO. Bonus awards are granted as a
percentage of base salary and based on objectives signed off by the Remuneration Committee each year. For 2021, the
CEO’s maximum bonus opportunity was 50% of base salary. The Remuneration Committee assessed performance against
the objectives determining that 85% of the objectives were achieved. This resulted in a 2021 bonus award equating to 42.5%
of base salary for CEO.

The performance objectives achieved by the Executive Director included the following:
« completed enrollment of the 48-week subset of the ENHANCE-1 clinical trial;

+ completed screening of the ENHANCE-2 clinical tral, with enrollment completed in January 2022:

+ reported results of Phase 2 study evaluating pMDI formulation of ensifentrine in patients with moderate to severe
copp;

+ reported results of pilot study of pMDI formulation of ensifentrine in patients hospitalized with COVID-19;

+ progressed extemal licensing of ensifentrine, with the entering into of the strategic partnership with Nuance Pharma for
the development and commercialization of ensifentrine in Greater China;

« prepared commercialization plan for nebulized ensifentrine in the U.S.; and

* operated within approved budget.
Long term incentive awards

Pursuant to the Exceutive Dircctor's employment agreement entered into in February 2020, during the 2020 performance
period, the Excutive Dircctor was awarded under the 2017 Incentive Plan such number of restricted stock unit ("RSUS")
equivalent to 4% of the Company's issued share capital as at the closing of the $200 million private placement completed in
August 2020, The Executive Director was nol granted any additional RSUs or other equity awards during the 2021
performance period. other than the RSUs made as part of his fixed remuneration. Sce below “Percentage Change of
Directors’ Remuneration”

yments to past Directors (audited)

There were nio payments to past Directors during the financial year ending December 31, 2021, with the exception of the
payments of loss of office below.

Payments for loss of office (audited)

On February 1, 2020, Dr. Jan-Anders Karlsson retired as CEO and Executive Director of the Company, effective February
28, 2020 (the "Separation Date"). Dr. Karlsson was entitled to receive the following payments in connection with his
retirement

« salary, pension and other contractual benefits in lieu of his 12 months contractual notice period, payable in monthly
installments from the Separation Date to 28 February 2021

* target bonus entitlement of 66% of base salary for the current financial year from 1 January 2020 to the Separation
Date, and stretch bonus entitlement of 132% of base salary for the 12 months contractual nofice period from the
Separation Date to 28 February 2021 o be paid on the Separation Date;

« payment of £100,000 for loss of office; and
« contribution of up to £4,000 (plus VAT) towards legal fees incurred in connection with his loss of offic.

The severance payments amounted to £999,000.
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‘Additionally, the Board excrcised its discretion under the Company's equity incentive plans to treat Dr. Karlsson as a ‘good
Teaver’ and for certain outstanding vested equity incentives to remain exercisable for the duration of their term, and for
certain outstanding unvested equity incentives to either vest according to the applicable vesting schedule, or to be forfeited
as of February 28, 2021, unless an earlier change in control event occurs, Dr. Karlsson dies or the Company breaches the
terms of the Separation Agreement or the Settlement Agreement entered into between the Company and Dr. Karlsson.

Statement of Directors’ Shareholding and Share Interests (audited)
The table below details the total number of ordinary shares owned (including their beneficial interests), the total number of

ordinary share options held, the number of ordinary share options vested but not yet exercised and the total number of
restricted  share units ("RSUs") with respect to ordinary shares held as at December 31, 2021:

Otions -not  Vesled.not  RSUsmot  Total(shares

December 31, 2021 Shares. Warrants vested exercised vested and options)
Exocutves
Davia Zaccadeli s996.624 = - —  ossss  teswa
Non Executives
Vikas Sinna 7440 = sow sz — seen
Sven Uiman a4856 — 32000 3200 — e
David Ebsworh ona 043 o2 32000 32000 - e
Komnoth Cunningham ans84 — 52000 32000 - rsm
Mahendra Shah 73080 = 32000 3200 - wom
Marin Ecwards 11064 - s2000 200 - usow
Risi Gupta = = 2w 2me )
Androw Sinclar = - o0 2me )
Lisa Deschamps s2084 = 2000 32000 2000 uses

704475 aom om0 7rasm  osessze  soosisor
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The interests of the Directors in the Company’s ordinary share options and RSUs with respect to ordinary shares as at

December 31, 2021, were as follows:
Granted Exercised /
Exercise during  vested Date from
price per January 1. ¢ duringthe December  which

Director __ Dateof Grant_Share'(s) __ Type 2021 period " period__31,2021_exercisable Expiry date
Vikas Sinha Apil26,207 170 Options 120384 — — D Apil26,2027
David Zaccardel March 3, 2020 RSU 178200 78200 [} NA
David Zaceardell May 7,200 — RSU 2300 — B2 2309840 i) NA
David Zaceardelli August 20,2020 — RSU m2men — 6288208 8033416 W N
Anders Ullman— August 20,2020 —  RU ssom — s - v NA
David Bbsworth Augusi 20,2020 —  RSU ssom — s - v NA
Ken Canningham  August 20,2020 —  RSU S0 — s - v NA
Mahendea Shah August 20,2020 RSUs8000 (58.000) v NA
Martn Edvards August 20,2020 — RSU ssom0 — Gsoon) - v NA
Vikas Siha August 20,2020 RSU S8000 (58.000) v NA
RishiGupia  Scplember24,2020 079 Options 185,600 = e i) September 24, 2030
Andrew Sinclsir Scptember 24,200 079 Options 185,600 - — s Vi) September 24,2030
David Zoceardelli - Jamuary 28, 2021 —  msU — smin eoem)  120m il NA
Lisa Deschamps — March 1,2021 RsU 16000 (87000 29000 i) NA
KenCumingham  August9,2020 078 Options — st T W Augusts, 2031
LisaDeschamps  Aust9,2020 075 Options — 6w — s W Auss 2030
David Ebsworth  Aust9,2021 078 Options — stom B W Augsts 2030
Marin Edwards  August9,2021 07§ Options 64000 64000 B Augsts 2031
Rishi Gupta Augst9.201 078 Opiens T E—_— B Augts 2031
MabendraShah  Aums%,2020 075 Options 64000 64000 W) Augusts 2031
Andrew Sinclait  Ausi9,2020 075 Options —  stom T %) Augusts, 2031
Vikas Sinha August9,2021 078 Opions 6400 64000 W Augss, 2030
Anders Ullman August9,201 078 Opions ] E— W) Augsts 2031

Al options are subject to service conditions.
i) 50% of these options vested in three annual tranches and 50% n four. The first vesting date was April 26, 2018,

i) These RSUs vested in four equal quarterly tranch
award was $300,000,

) 25% of these RSUs vested on 1 February 2021, with the remaining vesting in twelve equal quarterly tranches thereafer.
The face value of this award was §2,211,174.

. The first vesting date was April 30, 2020. The face value of this

i¥) 25% of these RSUS vested on | February 2021, with the remaining vesting i twelve equal quarterly tranches thereafier.
The face value of this award was $14,909.288

V) 50% of these RSUs or options vested on November 1, 2020, with the remainder in two equal quarterly installments.
The face value of each award was $121,075.

Vi) 50% of these RSUs or options vested on November 1. 2020, with the remainder in two equal quarterly installments.
The face valuc of cach award was $146,624.

vii) These RSUs vest in four equal quarterly tranches. The first vesting date was | May 2021. The face value of this award
was $500,000.

Vi) These RSUs vest in four equal quarterly tranches. The fist vesting date was | May 2021. The face value of this award
was $134,705.

i) These options vest in four cqual installments. The first vesting date was August 9, 2021, with the remaining quarterly
from | November 2021, The face value of each award was $49,600.
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Directors” interests (audited)

The beneficial and non-beneficial interests of the Dircctors in the Company’s ordinary shares as at December 31, 2021,
were as follows:
Tetd at Held ac
December 31, December 31,
Name 00 00
David Zaccardell 996524 92248
David Ebsworth 463 69739
ikasSinha 440 36680
Anders Ullman 34856 w972
Ken Cunningham e 4800
Mahendra Shah 7080 36560
Martin Edwards 111064 w776
List Deschamps s208

Total shareholder return

The graph below shows the Company’s performance, measured by total sharcholder return, for U K. ordinary shares listed
on AIM against the AIM Al Share Index (AIM: VRP) until the delisting date October 29, 2020, then tracked forward using
the ADSs listed on NASDAQ (Nasdag: VRNA). The AIM All Share Index has been sclected until delisting because Verona
Pharma has been trading on this exchange for over five years and is considered to be the most suitable comparator inderx.

Total sharoholder return
Source: FactSel
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CHIEF EXECUTIVE OFFICER TOTAL REMUNERATION HISTORY

2017 was the first year that Verona Pharma prepared a Dircctors' Remuneration Report, and took the exemption not to
disclose S years of Ristory of remuneration. The Company has chosen to disclose remuneration history from 2017 onwards.

w2 2019 s
“Total CEO remuncrstion (S000%) [ETTRTECTRTY [CZETT)
Amual variable lement awardrates agains maximum opportunity 8% 110 a0 s

Long-term incentive vesting raes agains: maximum opportunity 0 oo dowe oo

" this includes onc month of the remuncration of Dr. Karlsson and cleven months of Dr. Zaccardelli.

All pound sterling amounts have been translated into U.S. dollars using exchange rates on December 31, 2020 (1.366312),
December 31, 2019 (1.326752), December 31, 2018 (1.276021) and December 31, 2017 (1.350291) for each year
respectively.

PERCENTAGE CHANGE OF DIRECTORS' REMUNERATION
The table below shows the percentage change in remuneration of the directors and the Group’s employees as a whole as set

out below between the year ended December 31, 2020, and the year ended December 31, 2021

Percentage increase for

ar ended December 31, Percentage increase for year ended December 31

2021, compared to year ended December 31, 2020, _ 2020, compared to year ended December 31, 201
Dircctor “Average Employee Director ey ——

Base saary David Zaccardell % %

Shorttem incentives David Zaccardeli 20% 7%

Taxable benefits __ David Zaccardsli % 10%

B salary David Ebsworth % %

Base salary Ken Cunningham = = 9%

B salary Anders Ullman 1% 0%

Base salary Rishi Gupta % 9%

Base salary Mahendra Shah n% 9%

Base salary Andrew Sinclir 1% %

Base salary Viks Sinha 9%

Base sl Martin Edards = 1% am 0%

Base salary Lisa Deschimps NA 1% 9%

! Ms. Deschamps was appointed a Director in March 2021

Dr. Zaccardelli's remuneration above does not include the value of the additional equity grants he was entitled to under the
terms of his contract, He was awarded RSUs over 529,104 ordinary shares (represented by ADSs) with a grant date fair
value of $500,000; these RSUs vest over four years.
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Relative importance of spend on pay

The Committee considers the Company’s rescarch and development expenditure relative to salary expenditure for all
employees (o be the most appropriate metric for assessing overall spend on pay due to the nature and stage of the
Company’s business. Dividend distribution and share buy-back comparators have not been included as the Company has no
history of such transactions. The graph below illustrates the gross pay to all employees compared to research and
development expenditure, excluding share based payment, and illustrates the year-on-year change. The Committee notes
that Research and Development increased from 2020 to 2021 as the Company's Phase 3 ENHANCE rials progressed. This
is expected to fall in 2022. Salary expenditure fell slightly as bonuses were lower than in 2020.

s000s
70000
+115%

o =FY2020 wFY 2021
50,000

40000

30000

20000

o - ﬁ

Research and Development Salary expenditure

External advice

During the 2021 financial year, the Company engaged AoN Consulting, Inc. (the "Remuneration Advisors") to support the
Commitiee and management with advice on remuncration matters and the Commitice is satisfied that they provide
independent and objective advice. During 2021, the Company paid fecs of $63,000 to the Remuneration Advisors. No other
fees were paid to them in the year.

Proposed Application of the Remuneration Policy for the Year Ended December 31, 2022

i) Fixed elements of remuneration

With effect from January 1, 2022, the base salary of Dr. David Zaccardelli in his role as President, CEO, and Executive
Director of the Company is $795.675 per annum, $545,675 of which is paid in cash, and $250,000 of which is paid in RSUs
in the Company. In accordance with the Remuncration Policy, the Remuneration Committee has considered Dr.
Zaccardelli's base salary in the context of a number of factors, including the market benchmarking exercise carried out by
the Remuneration Advisors, the skills and experience of Dr. Zaccardelli, and the location, responsibilities and scale and
complexity of the role.

i) Variable elements of remuneration

Short-term incentives

The target bonus for Dr. Zaccardelli for the 2022 performance period will be 50% of base salary. The performance
objectives for Dr. Zaccardelli against which the Committee will determine the annual bonus were approved by the Board in
February 2022. The detail behind the performance objectives is curently considered to be commercially sensitive as it
relates (o the Company’s strategy for the advancement of the ensifentrine clinical development program and its financial and
commercial goals. To the extent that the objectives do not comprise commercially sensitive information, the Company
expects to disclose both the objectives and performance against those objectives in next year's Directors’ Remuneration
Report.

Long-term incentive awards

“The Company does not anticipate awarding further long term incentives to the Executive Director in 2022
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i) Chairperson and Non-Executive Director fees (audited)
Chairperson fees

‘The Chairperson is paid a basic fee and a fee for chairing or membership of Board Commiltees. The fe for membership of
Board Committees was last reviewed in 2020 following a benchmarking exercise undertaken by the Company’s external
Remuneration Advisors. The Chairperson is also awarded equity incentives under the 2017 Incentive Plan.

Non-Executive Director cash fees
Non-Executive Directors are paid a basic fee and a fee for chairing or membership of Board commiltees. The fee for
membership of Board Committees was last reviewed in 2020 following a benchmarking exercise undertaken by the

Company’s Remuneration Advisors. Non-Executive Directors are also awarded equity incentives under the 2017 Incentive
Plan.

The table below shows the annual fees currently payable to our Chairman and Non-Executive Directors.

Name Annual Fees (£)
David Ebsworth 117000
Ken Cumningham 0000
Anders Ullman 30000
Rishi Gupta 34000
Mahendra Shah 3300
Andrew Sinclair

Vikas Sinha

Martin Edwards

Lisa Deschamps

The Remuneration Policy provides that Exccutive Dircctors may have contracts with an indefinite term provided the
contracts have a notice period which does not exceed twelve months.

Dr. Ken Cunningham, Ms. Lisa Deschamps, Dr. Martin Edwards, Mr. Vikas Sinha and Dr. Anders Ullman have letters of
appointment which are subject to a three-month notice period. Dr. Mahendra Shah, Dr. Andrew Sinclair and Mr. Rishi
Gupta were designated as Non-Executive Directors of our Board under relationship agreements we entered into in June
2016 with entities affiliated with each of Vivo Capital, Abingworth and OrbiMed, respectively. The appointment rights
under these relationship agreements automatically terminated on the Company delisting from AIM in October 2020.
Notwithstanding, the Board resolved that Dr. Shah, Dr. Sinclair and Mr. Gupta continue to be appointed to the Board
pursuant to leters of appointment, which are also subject to a three-month notice period.

The Non-Executive Directors' remuneration is reviewed by the Board annually. In accordance with the Company's Articles
of Association, one third of Directors are subject to retirement by rofation at each AGM. Dr. Ken Cunningham, Dr. Andrew
Sinclair and Mr. Vikas Sinha will be retiring by rotation at the 2022 AGM and, being eligible, Dr. Cunningham and Mr.
Sinha will seek re-election. Pursuant to our Articles of Association, if no other director is elected to fill their respective
positions and the directors are willing, they shall be re-clected by default. Dr. Sinclair has advised the Company that he does
not intend to seek re-election.

Details of Directors’ service contracts or letiers of appointment for the year ended December 31, 2021 are as follows:

Dircctor Date of Contract
Excautive

David Zaceardeli February 1,2020
Now-Exccutive

David Ebswords December 1, 2014
Ken Canningham September 10,2015
Anders Ullman September 10,2015
Rish Gupta sy 29,2016
Mahenda Sha July 29,2016
Andrew Sinclir Jly 29,2016
Vikas Sinha September 12,2016
Marin Edwards Al 12019
Lisa Deschamps Mareh 1,201
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Dircctors' service contracts are available for inspection at the Group's offices in 3 More London Riverside, London, SEI

2RE.

“The information in this part of the Directors Remuneration Report is not subject to audit
Directors’ Remuncration Policy

The current Remuneration Policy was approved by the Company’s shareholders at the 2021 AGM and will remain in force
for three years from that date (until the AGM in 2024), or until a revised Remuneration Policy is approved by sharcholders
Statement of voting on the Remuneration Policy at the 2021 Annual General Meeting

At the Annual General Meeting held on April 27, 2021, votes cast by proxy at the meeting in respect of the Directors’

Remuneration Policy were as follows:
Infavor votes ___Againstotes ___Total votes cast__Votes withheld

To approve the Remuneration Policy 437393559 658,754 438,052.313 25,320

% of votes cast 9985 % 015% 100% 2

Statement of voting on the Remuneration Report at the 2021 Annual General Mecting

At the Annual General Meeting held on April 27, 2021, votes cast by proxy at the meeting in respect of the Directors”

Remuneration Report were as follows:
Infavorvotes ___ Againstvotes ___Total votes cast__ Votas withheld

To approve the Remuneration Report 437.440863 624,250 438,065,113 12520

% of votes cast 085 % 014% 100% -
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Directors’ Remuneration Policy

The Policy will be subject to a binding Sharcholder vote at the 2021 AGM, and if approved, would be expected o be
effective from April 27, 2021 and remain in force until the AGM in 2024 with no requirement to vote again on the Policy in
the intervening years provided that no changes are proposed.

“The Remuneration Committee of the Board of Dircctors of the Company (the “Committce”) followed a robust process when
reviewing and considering amendments to the Policy, considering both the strategic objectives of the business and evolving
market practices. Input was also sought from management, while ensuring that conflits of interest were suitably mitigated.

Remuneration philosophy
The aim of the Policy is to enable the Group to offer remuneration packages that are designed to promote the long-term
success of the Group by:

* being sufficiently competitive to enable the Group to atiract, incentivize and retain the Executive Dircctors and
management it needs to operate its business;

* supporting and rewarding the delivery of the Group's strategy and corporate objectives and ultimately creating value for
shareholders;

- aligning Exccutive Directors and management with the long-term interests of sharcholders and helping to retain them
by delivering a significant clement of remuneration in shares;

+ elfectively managing the Group’s cash resources; and
* being flexible enough to cope with the Group's changing needs as it grows and the strategy evolves.

Currently the Group has only one Exceutive Dircetor, but the Policy will apply equally to any additional Exceutive
Directors who may be appointed in future.

The Committee annually reviews the operation of the remuneration packages to ensure they are operating within an
acceptable risk profile and that they do not inadvertently encourage any economic, social or goverance issues.

Remuneration Policy for Executive Directors
The total remuneration for the Executive Director is made up of the following clements:
. Salay;

« Benefits

« Annual bonus;

* Long-term incentive awards; and

+ Pension.

The Company adopted the 2017 Incentive Plan on completion of the Nasdaq PO in April 2017, and since January 1, 2017
the Company has only granted equity incentives under the 2017 Incentive Plan.

A copy of the employment agreement for the Executive Dircctor and the letters of appointment for the non-Exccutive
Directors are available in the Company’s SEC filings at hitps://www.veronapharma.com/investors/news-sec-filings.
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Element of Purposeand | Operation Maximum and | Performance | Change to 2018

remuneration | link to strategy minimum metrics Policy
potential value

Base salary Provides market |Reviewed annually | The current base | The overall (i) Salaries no

competitive fixed
remuneration that
reflects the
responsibil
the role
undertaken, the
experience of the
individual and
performance in
the role over
time.

cs of |

taking into account
individual
responsibilities,
experience,
performance,
inflation and market
rates. The
Comittee will also
consider the pay and
employment
conditions in the
wider workforce
when determining
Exccutive
Directors’ salaries.
Salary increases are
normally effective
from | January each
year. Salaries are
periodically
benchmarked
against a relevant
peer eroup of life
sciences companies,
many of which are
listed on Nasdag,
with a similar stage
of clinical
development, and
similar market
capitalization or net
assets. Salaries are
typically aligned
with the S0th
percentile of peer
‘zroup comparator
data but the
Comittee may
vary from this
general rule where it
considers that
special
circumstanc
or where
recruitment or
retention of a
particular role is
required. Salaries
may be paid in a
combination of cash
and equity.

apply

salary of the
Exccutive Dircetor
is set out in the
application of
policy section of
the Directors'
Remuneration
Report. There is no
formal maximum
Tevel of base
salary. Larger
increases may be
permitted to reflect
a change in
responsibilties or
a significant
ncrease in the
seale or
complexity of the
role, or increases
in line with the
remuneration of
the Group's wider
workforce.

performance of the
individual and
Group is a k
determinant for
salary increases.

Tonger
benchmarked to
companies listed on
AIM or other
European stock as
Company delisted
from AIM on 30
October 2020.

(ii) The base salary
may be paid in a
combination of
cash and equity
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Benefits Provides market | For Executive There is no formal | None.
competitive, yet [Directors this maximum level of
cost-cflective | includes private | benefits as the
cmployment | medical insurance | value of insured
benefits. and life insurance. [ benefits will vary

Other employment | from year to year
benefits may be | based on the cost

provided from time | from third-party
o time on similar | providers,
terms as those of
other employces. If
an Exceutive
Director is based
outside the UK.
additional benefits
and assistance with
relocation may be
provided which
reflect local market
norms or legislation.

Amualbonus | To incentivize | Annual bonus The maximum | Research and
and award performance targets |annual bonus [ development,
delivery of the  [are set at the start of | payable toan | business
Company’ the year by the | Exccutive Director | development,
strategyand  [Board and is 150% of base | financial and
corporate performance against |salary. In commercial targets
objectives onan [objectives is exceptional are set at the start
annual basis.  [assessed by the | circumstances, the |of the year by the

Remuneration Committee may  |Board. Details of

Committee after the |determine that the | the performance.
end of the relevant | maximum bonus | measures for the

financial year. opportunity will be |current year are:
Bonuses will be  |200% of base | provided in the
paid in cash. salary Dircctors'

There is no formal | Remuneration

minimum annual |Report, subject to

bonus as the bonus [any non-disclosure

payable depends [on the basis of

on performance | commercially-

against objectives. [sensitive
information.
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Equity incentives | To align the | Conditional awards | The total number | Vesting may be on
interests of are granted annually |of awards made [ time-phased
Exccutive underthe 2017 |under the 2017 | basis or subject to
Dircctors and | Incentive Plan. The |Incentive Plan is | performance
management with [awards vest overa |subjectto the | conditions, as
Tong-term period of atleast [overall limits set | determined in the
shareholder three years and may [outin the 2017 [discretion of the
interestsand to  [include amixof | Incentive Plan. | Committee.
attract, share options. There is no formal
incentivize and  [restricted share | minimun level of
retain staff. units, performance | equity incentives

shares and other [as the grant of

To incentivize  [awards available for | equity incentives
and recognize  |issuance under the | to the Executive.
achievement of ~ |2017 Incentive Plan. | Director i in the

Tonger-term discretion of the.
corporate Awards maybe | the Board
objectives and | subject to clawback
sustained under the terms of
sharcholder value [any policy adopted
creation. To | by the Company or
effectively required by any
manage the applicable laws.

Group's cash
resources.

Pension Toprovidea |Exccutive Directors | The maximum
competitive and  [are cligible (0 join a | contribution, cash
taxcfficient | defined contribution |supplement {or
pension savings [ pension scheme. | combination
plan which thercof) payable
complies with at by the Company is
least the 47% of salary, or
minimum such statutory
contributions minimum as may
requirements of be required.
the applicable
[jurisdiction

The Committee operates the annual bonus and 2017 Incentive Plan, in accordance with their rules, and where relevant, the
SEC Rules. To maintain an efficient administrative process, the Committee retains the following discretion relating to
remuneration:

« the eligibility to participate in the plans;
+ the timing of grant of awards and any payments;

+ the size of awards and payments (subject to the maximurn limits set out in the Policy table above and the respective
plan rules);

« the determination of whether any performance conditions have been met;

* determining a good or bad leaver under the terms of the plans;

* adjustments required in certain capital events such as rights issues, corporate restructuring, cvents and special
dividends; and

+ the annual review of performance objectives for the annual bonus plan and, if applicable, the 2017 Incentive Plan,

In certain exceptional circumstances, such as a material acquisition/divestment of a Group business or a change in the
broader business environment, which mean the original performance conditions are no longer appropriate, the Committee
may adjust the objectives, alter weightings or sct different measures as necessary. to ensure the conditions achieve their
original purpose and are not materially less difficult to satisfy.

Historical equity incentive awards
Awards which were granted prior to January 1, 2017 are disclosed separately in this Remuneration Report. These awards

remain_eligible to vest, based on their original terms which are described separately in the Directors’ Report on
Remuneration.
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Annual bonus,

“The annual bonus s designed to drive the achievement of the Company’s strategic and corporate objectives. These targets
are agreed by the Board and selected because of their importance in value creation for shareholders.

Remuneration on recruitment

The remuneration package for any new Exceutive Director will be determined by the Remuneration Committee in
accordance with the terms of the Policy at the time of appointment (including salary, benefits, annual bonus, long-term
incentive awards and pension). It is recognised that in order to attract and recruit talénted individuals the Policy needs to
allow sufficient flexibility with respect to remuncration on recruitment. The following policies apply to the remuncration on
recruitment of new Executive Direetors:

Salary: Base salary will be determined based on the responsibilities of the role, experience of the individual and current
market rates. It may be considered necessary o appoint a new Executive Director on or below market rates (e.g. to reflect
limited board experience). In such circumstances, phased increases above those of the wider workforce may be required
over an appropriate time period, to bring the salary to the desired market level, subject to the continued development i the
ole.

Annual bonus: The ongoing annual bonus maximum will be in Tine with that outlined in the Policy table for existing
Excutive Dircctors, pro-rated to reflect the period of service. Depending on the timing or nature of an appointment it may
be necessary 10 set different initial performance measures and targets for the first year of appointment.

Long-term incentive awards: 2017 Incentive Plan awards are granted in line with the policy outlined for existing Executive
Directors. An award may be made shortly following an appointment (provided the Company is not in a closed period under
its Insider Trading Compliance Policy). For interal appointments, existing awards will continue on their original terms.

Benefits: Benefits provided should be in line with those of existing Executive Directors. For exteral and internal
appointments, where required to meet business needs, reasonable relocation support will be provided. In addition, if it
becomes necessary to appoint 2 new Exceutive Direetor from outside the UK., additional benefits may be provided to
reflect local market norms or legislation.

Pension: A company contribution or cash supplement up to the maximun as outlined for existing Executive Directors,

Sign-on payments and buy-out awards: To enable the recruitment of exceptional talent, the Committce may offer additional
cash and/or share-based remuneration to take account of and compensate for remuncration that the Director is required to
relinguish when leaving a former employer. The Committee will seck to structure any such replacement awards to be no
more generous overall in terms of quantum or vesting than the award to be forfeited from the previous employer and will
take into account the timing, form and performance requirements of the awards forgone. Where appropriate, any long-term
incentive awards will be granted under the 2017 Incentive Plan, however, the Remuneration Committee will have discretion
to make use of the flexibility to make awards under any relevant exemptions in the SEC Rules.

For an intemal Executive Director appointment, any variable pay element awarded in respect of the prior role will be
allowed to pay out according to its terms. In addition, any other contractual remuneration obligations existing prior to
appointment may continue.

The fees for any new Chairperson and non-Exccutive Dircctor appointments will be set in accordance with the prevailing
policy and at a level that is consistent with those of the existing Chairperson and non-Executive Directors.

Policy for payments on loss of office

The Company does not have a policy of fixed term employment contracts, however, in accordance with the Company’s
Atticles of Association, one third of Directors put themselves forward for re-election at each Annual General Meeting. The
existing Executive Director’s employment contract may be terminated by either party at any time and for any reason. The
existing Chairperson’s and non-Executive Directors’ letters of appointment may be terminated by either party at any time
and for any reason upon three months” notice from cither party.

The Committee’s approach to payments in the cvent that an Executive Director’s employment is terminated is to take
account of the individual circumstances including the reason for termination, individual performance, contractual
obligations and the terms of the equity incentive plans in which the Executive Director participates.

Termination of the Executive Director’s employment agreement by the Company “without cause” or by the Executive
Director for “good reason” (as those terms are defined in the Exccutive Director’s employment agreement): payment of up
0 150% of annual base salary, maximum annual bonus and health insurance for 18 months,
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Long-term incentives: whether any long-term incentive awards would vest and be excreisable upon loss of office would be
subject to the contractual agreement with the Executive Dircctor and the relevant plan rules under which such award was
granted, which allow vesting and exercise of awards in the event of death, retirement, ill-health, injury, redundancy and any
other reason at the discretion of the Remuneration Committee. Subject to any contractual agreement, the Commitice retains

scretion to determine the extent to which the award will vest, taking into consideration the circumstances. Unvested
awards normally lapse, although the Committce retains the power to determine, in accordance with the “good leaver™
provisions of the relevant plan rules, what proportion of unvested awards will be retained and what proportion will lapse. Tn
determining this, the Committee will give consideration to the reason for leaving, the extent of achievement of performance
objectives at the date of leaving and may decide to time pro-rate awards. On a change of control, all unvested awards vest
on the date of change of control

Additional payments: The Commitiee reserves the right to make payments it considers reasonable under a compromise or
settlement agreement, including payment or reimbursement of reasonable legal and professional fees, untaken holiday and
any payment in respect of statutory rights under employment law in the UK. or other jurisdictions. Payment or
reimbursement of reasonable outplacement fecs may also be provided.

Remuneration P

¥ for Non-Executive Directors

The Remuneration Committee is responsible for evaluating and making recommendations to the Board on fees payable to
the Chairperson. The Chairperson does not participate in discussions in respect of fees. The Chairperson and Chief
Exccutive Officer are responsible for evaluating and making recommendations to the Board on the fees payable to the
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Company’s

non-Exceutive

Directors.

Element of
Remuneration

Purpose and link to
strategy

Operation and Maximum

Change to 2018
Policy

Chairperson's
fee

To attract and retain a
high calibre individual
with the requisite
experience and
knowledge.

The current fee is set out n the implementation of policy
scction of the Directors' Remuneration Report. There is no
formal maximum,. Fees are reviewed on a periodic basis
against those in similar sized companies to ensure they.
remain competitive and adequately reflect the time
commitments and scope of the role. Any increase in fee
levels may be above that of the wider workforce in a
particular year to reflect the periodic nature of any review
and/or any change in responsibilities/time commitments.
The Chairperson may also receive limited travel and/or
hospitality related benefits in connection with the role. The
Chairperson may not receive any consultancy or other
payments outside his fe

The Chairperson may be paid in a combination of cash and
cquity.

(i) The
Chairperson may
be paid in a
combination of
cash and equity.

Non-Executive
Director fec

To attract and retain
high calibre
individuals with the
requisite experience
and knowledge.

The current fee levels are set out in the implementation of
policy scction of the Directors' Remuncration Report.
There s no formal maxinmum. Fees are reviewed on a
periodic basis against those in similar sized companies to
ensure they remain competitive and adequately reflect the
time commitments and scope of the role. A Board fec is
paid to each non-Executive Director. Supplemental fees
may be paid to the Senior Independent Director and for
chairpersonship and membership of Committees to
recognize the additional time commitments and
responsibilities of these roles. Any increase in fee levels
may be above that of the wider workforce in a particular
year to reflect the periodic nature of any review and/or any
change in responsibilities/time commitments. If business
nceds arise, non-Exccutive Directors may also be engaged
to provide limited consulting services outside their director
responsibilities and receive fees for those services. Non-
Exccutive Direetors may also receive limited travel and/or
hospitality related benefits in connection with the role.
Non-Dircctors may be paid in a combination of cash and
<quity.

() Non-Executive
Directors may be
paidina
combination of
cash and equity.
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Statement of consideration of employees’ pay and remuneration conditions elsewhere in the Group

The Company does not formally consult with employees when drawing up the Remuneration Policy. However, the
Remuneration Committee is made aware of employment conditions in the wider Group. The same broad principles apply o
the remuneration policy for both the Executive Director and the wider employee population. However, the remuneration for
the Exccutive Director has a stronger emphasis on variable pay than for other employees. In particular, the following
approach is used for the wider employee population in the Group:

+ Salaric s and pensions are compared to appropriate market rates and set at approximately mid-market level
with allowance for role, responsibilities and experience; and

* an annual bonus plan is available to all employees and is based on business and individual performance.
Statement of consideration of Shareholders’ views

The Remuneration Committee will consider any sharcholder feedback received at the AGM and ongoing shareholder
feedback throughout the year, when reviewing and applying the Remuneration Policy each year. The guidance from
shareholder representative bodies is also considered on an ongoing basis. More specifically the Comittee will consult with
major shareholders when proposing any significant changes to the Policy in the future.

On behalf of the Board.

Dr. Ken Cunningham
Chairman of the Remuneration Committee
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i

pwe
Independent auditors’ report to the
members of Verona Pharma plc

Report on the audit of the financial statements

Opinion
In our opinion, Verona Pharma pic's group financial statements and company financial statements (the “financial statements”):

+ give atrue and fair view of the state of the group's and of the company’s affars as at 31 December 2021 and of the group's
loss and the group's and company's cash flows for the year then ended;

+ have been properly prepared in accordance with UK-adopled interational accounting standards; and

+ have been prepared in accordance with the requirements of the Companies Act 2006,

We have audited the financial statements, included within the Annual Report and Accounts (the “Annual Report’), which comprise:
the consolidated and company statements of financial position as at 31 December 2021; the consolidated statement of
comprehensive income, the consolidated and company statements of cash flows and the consolidaled and company statements of
changes in equity for the year then endod; and the notes to the financial statements, which include a description of the significant
accounting policies.

Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (UK) (‘ISAs (UK)') and applicable law. Our
responsibilities under ISAs (UK) are further described in the Auditors' responsibilities for the audit of the financial statements section
of our report. We boieve that the audit evidence we have obtained is sufficient and approprias fo rovide a basis for our opiion.

Independence
We remained independent of the group in accordance with the ethical requirements that are relevant to our audit ofthe financial
statements i the UK, which includes the FRC’s Ethical Standard, as applicable to isted eniies, and we have fufiled our other
ethical responsibiites in accordance wih these requiremens.

Our audit approach

Overview
Audit scope

* We ideniified one significant component; Verona Pharma pic, and one non-signifcant component; Verona Pharma Inc.
Verana Pharma plc required a full scope audit based on its size. We performed specific procedures on Verona Pharma Inc
1o obtain coverage for the group audit on payroll related costs. The group auditteam conducted all necessary audit
procedures with no component auditors supporting the group audit team. Verona Pharma pic and Verona Pharma Inc
together represent 100% of the group loss before tax and 100% of the group's total assets.

Key audit matters

+ Valuation of the assumed contingent liabily (group and parent)
+ Revenue recognition (group and parent)
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Materialty

+ Overall group materiality: US$3,858,000 (2020: US$3,370,000) based on 5% of loss before tax less the fair value
movement of warrants.

+ Overall company materiaity: US$4,108,000 (2020: US$2,490,000) based on 5% of loss before taxless the fair value
movement of warrants.

+ Performance materialty: USS2,893,000 (2020: US$2,530,000) (group) and US$3,081,000 (2020: US$1,870,000)
(company).

The scope of our audit
As part of designing our aud, we determined materiaity and assessed the risks of material misstatement in the firancial statements.

Key audit matters

Key audit matters are those maters that, in the auditors’ professional judgement, were of most significance in the audit of the
financialstatements of the current period and incude the most sgnificant assessed isks of material misstatement (whether or not
due to fraud) identiied by the auditors, including those which had the greatest effect on: the overall audit strategy; the allocation of
resources In the audit and directing the effrts of the engagement team. These maters, and any comments we make on the results
of our procedures thereon, were addressed in the contex of our auditof the financial statements as a whole, and i forming our
opinion thereon, and we do not provide a separate opinion on these matters.

This is not @ complate lst of all risks identified by our aut
Revenue recognition is a new key audit matter this year. Valuation of warrant iabilty and Impact of COVID-19, which were key audit
matters last year, are no longer included because of the lack of estimation uncerlainty in the valuation of the warrant liabilty and the

limited impact that COVID-19 has had on the group and company. Otherwise, the key audit matters below are consistent with last
vear.
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Key audit matter

Valuation of the assumed contingent iabilty (group and paren)
On 19 September 2006, Verona Pharma pic acquired RhinoPhama
Lid, which held contingent labiltes relaing o future potential
milostone and royalty paymenls now dus (o Ligand relating 1o the
acqistion ofrights to certain patents and patent applications for
ensifentine and related compounds.

Per IFRS 3, the existing contingent payments of the acaquiree are
an assumed liabity of the buyer. Consequenty, Verona Pharma plc
far valued the contingent iabiity on the date of acquisiion and
recorded t on the balance sheel.

At each subsequent period end. the labiy s required 1o be re-
measured when there is a change in the estmated future
payments.

During 2021 as a result of the Nuance agreement (see Revenue
recogniion matter discussed below), management revalued the
liablty to consider expeced cash flows arising fom sales of
ensifetrine in Greater China. This resulted i an increase of the
liabilty of approximately $2.1m. This has been partialy offset by a
reduction n the brought orward liabilty of approximately $0.9m as.
management revalued this liabilty to reflect an expected delay to
commercialisation as the Phase 3 ENHANCE program wil now
completo later than iniallyexpected. The process of valuing the.
liabilty is complex and subject {0 estimation uncertainty

Th valuo of the contingent consideration was $36.5 millon at 31
December 2021 (31 December 2020: $31.6 millon) which includes.
the impact o discount unwind and foreign currency movements.

Rofer also o the Audit and risk Comitee report and note 24 to the
consolidated financialstatements (page 11 and page 96)

How our audit addressed the key audit matter

We obtained managements model calculating the ostimated labity
and performed the following procedures:

‘considered the appropriateness of the model used in estimating the.
projected cashflows
- verified the mathemalical accuracy of the model
 assessed the underlying data used, including agreeing key inputs to
market research performed by management's expert
~in respect of the iabilty arsing fom the Greater China market we
 assessed the reasonabieness of the probabilly of success applied
within the calculation
- assessed the rolabilty, objectvity and competence of
management's expers utiised in developing the model.

We abtained managemens assessment that there were o futher
 changes to the expected cash lows at year end and considered the
reasonableness of tis by performing the below procedures:

- we inquired of management whether thers were any changes to the
market or probabilly of success.

read the minutes of meetings of the Board of Diectors for any.
indication of changes In the expected cashflows and probabiliies of

- conducted independent research to assess I there had been a
fundamental change to the undertying COPD market including new
compeior drugs

- attended intemal meetings with the R&D team to confirm that no
Gata had been received which might suggest that the probabilty of
Success had changed.

We checked the mathematical accuracy of the finance charge arising
from the unwinding of the discount ate.

We considered the disclosures in Note 24 of the Group Financial
Statements, including sensitviy analysis based on reasonably
possible changes. We are satisfied thathese disclosures are
sppropriate.

We have concluded that the valuation of the iabilty is materialy
accurate at 31 December 2021

Revenue recognition (group and paren)
0 10 June 2021, Verona Pharma pic entered ino a strategic
colaboration agreement with Nuance Pharma Limited (Nuance’)
which allowed ther to develop ensifentine for sale in Greater
China. This has resuled In Verona recording revenue of S40m
during 2021

Management assessed the accounting for this contract identiying
that there were two performance obiigations being the provision of
license and sharing of historic information, and the provision of
manufacturing and supply services of ensieririne to Nuance.
Managoment dotorminod that the $40m upfront ransaction price
related 1 the first performance obligation and not to the.
manufacturing and supply service.

Furtner management aso determined that consideration related to
future potenial milestones was not yet highiy probable of not
reversing, and, as this contract was predominantly related o the.
provision of a licence, the sales-based foyalty exempion should be
appied.

Judgement was required in dentifying the performance obligations
inthe coniract and In the alocation of ransaction price and
therefore our audit has focussed on the risk around revenue
recogtion.

Refer aiso o the Audit and risk Comitee report and note 7 1o the
consolidated financialstatements (pages 10 10 11 and page 75).

We have oblained the signed contract betwoen Verona Pharma plc
and Nuance Pharma Linited, and we performed the following
procedures.

- read the underying contractto veriy the completeness of the.
promises management denified

- assessed the judgement management have applied in determining
that there were two performance obiigations

- assessed how management delermined tht the $40m uplront
ransaction price shouid be allocated solely o the provision of the
license and sharing of hstorica information

- assessed that t was appropriate that no amounts are recognised
currenty in respect of future potential miestone payments or foyaities
under the contract as these are considered consirained variable.
consideration.

- traced the $40m upiront consideration o cash receipt and to the.
issuance of equiy shares in Nuance. We evidenced the value of the
equity shares 1o the most recent sales transaction of these equities al
the date of eceipt

- considered that the recognition of the non-cash consideration as
revenue is appropriate under IFRS 15

- read the associated disciosures given in the annual report n respect
of ths transaction.

We have concluded that the revenue recogrised at 31 December
2021 appropriate.

How we tailored the audit scope

We taiored the scope of our audit o ensure that we performed enough work 1o be able to give an opinion on the financial statements.
as a whole, taking into account the structure of the group and the company, the accounting processes and controls, and the industry

in which they operate.
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No component auditors supported the group audit team, which conducted all necessary audit procedures. We agreed with the Audit
Committee that we would report o them misstatements ideniified during our audit above $0.192 millon (group audit) (2020: $0.124
milion) and $0.205 millon (company audi) (2020: $0.124 milion) as well as misstatements below those amounts that, in our view,
warranted reporting for qualiative reasons.

Materiality

“The scope of our audit was influenced by our application of materiaity. We set certain quantitative thresholds for materiaity. These,
together with qualiative considerations, helped us to determine the scope of our audit and the nature, iming and extent of our audit

procedures on the individual financial statement line tems and disclosures and in evaluating the effect of misstatements, both
individually and in aggregate on the financial statements as a wholo.

Based on our professional judgement, we determined materialty for the financial statements as a whole as follows:

the group andis & generally accepted audiing
benchmark. We have adjusted ths to remove the
impact of the annua revaluation of the fai value of
warrants as tis s non.cash and varies considerably
each perios, being impacted by share price and
volatilty. As a resultof tis, it can cause significant
movemens n the loss before tax. Although large in

Financial statements - group Financial statoments - company
Overall US$3,858,000 (2020: US$3 370,000). US$4,108,000 (2020: US$2,490,000).

materiaity

How we 5% of loss before tax ess the fai value movement of | 6% of oss before tax less the fair value movement of warrants
etermined it_|warrants

Rationale for | Based on the benchmarks used i the annual report, | Based on the benchmarks used i the annual report, 055
benchmark (loss before tax i the primary measure used by the ' | before tax s the primary measure used by the shareholders in
applied shareholders n assessing the financial performance of | assessing the inancial performance of the company and is a

generally accepled audiling benchmark. We have adjusted ihis
1o remove the mpact of the annual revaluation of the far valuo
of warrants, as this s non-cash and varies considerably each
period being impacted by share price and volatiiy.As a resul
of ths, i can case signiicant movements i the loss before:
ax. Alough large In size, tis is 3 non-cash fem which we.
assess would have limited impact on a user of the financial

size, tis s a non-cash flem which we assess has
limitod impact on a user of the inancil tatements

Statements,

For each component in the scope of our group audit, we allocated a materially that is less than our overall group maerialty. The
range of materialy allocated across components was between US$3,279,000 and USS$3,665,000

We use performance materialty 1o reduce to an appropriately low level the probability that the aggregate of uncorrected and
undetected misstatements exceeds overall materialty. Specifcally, we use performance materiaity in determining the scope of our
audit and the nature and extent of our testing of account balances, classes of ransactions and disclosures, for example in
determining sample sizes. Our performance materlality was 75% (2020: 75%) of overall materialiy, amounting to US$2,893,000
(2020: US$2,530,000) forthe group financial statements and US$3,081,000 (2020: US$1,870,000) for the company financial
statemens.

In determining the performance materialy, we considered a number of factors - the history of misstatements, isk assessment and
aggregation risk and the effectiveness of conlrols - and concluded that an amount at the upper end of our normal range was
approprate.

We agreed with those charged with governance that we would report to them misstatements identiied during our audit above $0.192
milion (group audit) (2020: $0.124 million) and $0.208 million (company audit) (2020: $0.124 million) as well as misstatements below
those amounts that, in our view, warranted reporting for quaitative reasons.

Conclusions relating to going concern
Our evaluaton of the diectors assessment ofthe roup's and the company's abiy o continue to adopt the going concern basis of
accounting incuded:

+ Testing the mathematical integrity of the cash flow forecasts and the models and reconclled these to the Board approved
budget;

+ understanding and assessing the completeness of committed costs over the going concen assessment period.

+ Assessing managements abilly to forecast by comparing the budget for the year ended 31 December 2021 against the.
actuals and understanding the cause of key variances.

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditons that.

individually or collectively, may cast significant doub on the group's and the company's abilty to continue as a going concern for a
period of at least twelve months from when the financial statements are authorised for issue.
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In auditing the financia statemens, we have concluded that the directors' use of the going concern basis of accounting in the.
preparation of the financial statements is appropriate.

However, because not allfuture events or conditions can be predicted, this conclusion is not a guarantee as o the group's and the
company's ability to continue as a going concern.

Our responsibilties and the responsibiliies of the directors with respect to going concer are described in the relevant sections of
this report.

Reporting on other information
e other information comprises ll of the nformaion n the Annual Report othor than the financilstatements and our audiors
report thereon. The directors are responsibl fo the other information. Our opinion on the financialstatements doss not cover the
other informaion and, accordingl, we do not express an audi opinion or, except o the extent olhervise explcly sated n tis
oport, any form of assurance thoreon.

In connection with our auditof the financial statements, our responsibity is o read the other informtion and, in doing so, consider
‘whether the other information is materially inconsistent with the financial statements or our knowledge obtained in the audit, or
otherwise appears to be materially misstated. If we identify an apparent materialinconsistency or material misstatement, we are
required to perform procedures to conclude whether there is a material misstatement of the financial statements or a material
misstatement of the other information. I, based on the work we have performed, we conclude that there is a material misstatement
of this other information, we are required 1o report that fact. We have nothing to report based on these responsibiles.

With respect to the Strategic report and Directors’ report, we also considered whether the disclosures required by the UK Companies
Act 2006 have been included.

Based on our work undertaken i the course of the audi, the Companies Act 2006 requires us also to report certain opinions and
matters as described below.

Strategic report and Directors' report
In our opinion, based on the work undertaken in the course of the audit the information given in the Strategic report and Directors'
report for the year ended 31 December 2021 is consistent with the financial statements and has been prepared in accordance with
applicable legal requirements

Inlight o the knowledge and understanding of the group and company and their environment obtained in the course of the audt, we.
did not identify any material misstatements n the Stralegic report and Directors' report.

Directors’ Remuneration
In our opinion, the part of the Directors' remuneration report o be audited has been properly prepared in accordance with the
Companies Act 2006.

Responsibi
As explained more fuly in the Statement of Directors' responsbilies, the directors are responsible for the preparation of the financial
statements in accordance with the applicable framework and for being satisfied that they give a true and far view. The directors are
also responsible for such intemal conirol as they determine is necessary to enable the preparation of financial statements that are:
free ffom material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the group's and the company's bty to continue as

 going conce, disclosing, as applicable, matters related 1o going concern and using the going concen basis of accounling unless
the directors sither intend to liquidate the group or the company or o cease operations, or have o realstc alternative but to do so.
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Auditors’ responsibilities for the audit of the financial statements.

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due 1o raud or error, and to issue an auditors' report that includes our opinion. Reasonable assurance is a
high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material i, individually or in the
agaregate, they could reasonably be expected o influence the economic decisions of users taken on the basis of these financial
statemens.

Irregulariies, including fraud, are instances of non-compliance with laws and regulations. We design procedures in ine with our
responsibilties, outined above, to detect material misstatements in respect of irregularites, including fraud. The extent to which our
procedures are capable of detecting rregularies, including fraud, s detailed below.

Based on our understanding of the group and industry, we identified that the principal risks of non-compliance with laws and
regulations related o clinical Uil regulations, and we considered the extent 1o which non-compliance might have a material effect on
the financial statements. We also considered those laws and regulations that have a direct impact on the financial statements such
as the Companies Act 2006. We evaluated management' incentives and opportunites for raudulent manipulation of the financial
statements (including the risk of overtide of controls), and determined that the principal rsks were related to misappropriation of cash
and potential inconsistencies betwen clinical il progress which has been reported in the Annual Report (and reflected in the
amounts recorded in the financial statements) and scientifc press releases. Audit procedres performed by the engagement team
included

+ Discussions with management and interal legal counsel, including consideration of known or suspeced instances of non-
compiiance with laws and regulations and fraud.

+ Reading meeting minutes of the; Board of Directors, Audit and Risk, Disclosure, Remuneration, Nominations and
Corporate Governance comittees.

+ Obtaining direct confirmation from a sample of third-party contract research organisations (CROS) that phase 3 clinical
tials are being performed on behalfof the company as part of testing that cash was not being misapopriated

+ Identitying and testing journal entries based on our risk assessment and evaluating whether there was ovidence of
management bias that represents  isk of material misstatement due to fraud.

+ Consideration of assumptions and judgements made by management in thei significant accounting estimates and
judgements, particulary in relation to the key audit matters.

+ Incorporaling elements of unpredictabilly nto the audit procedures performed.

+ Verifying the consistency of how ciincal trial progress has been reported in the Annual Report as compared o press
releases.

There are inherent limitations in the audit procedures described above. We are less likely to become aware of nstances of non-
compliance with laws and regulations that are not closely related to events and transactions reflected in the financial statements.
Also, the risk of not detecting a material misstatement due to fraud s higher than the sk of not detecting one resulting from error, as
fraud may involve deliberate concealment by, for example, forgery of intentional misrepresentations, or through collusion.

Our audit testing might include testing complete populations of certain transactions and balances, possibly using data audiing
techniques. However, it typically involves selecting a limited number of tems for testing, rather than testing complete populations.
We will often seek to target particular items fortesting based on their size or risk characteristics. In other cases, we will use audit
sampling to enable us to draw a conclusion about the population from which the sample s selected.

Afurther description of our responsibites for the audit of the financial statements is located on the FRC's website at:
wwwfrc org.uklauditorsresponsibilites. This description forms part of our auditors' report,

Use of this report

This report, including the opinions, has been prepared for and only or the company's members as a body in accordance with
Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We o ot n giving these opinions, accept or assume
responsibilty for any other purpose or fo any other person to whor this report is shown or info whose hands it may come save
where expressly agreed by our prior consent n wrting
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Other required reporting

Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required {0 report 10 you i, in our oinion

we have not obtained all the information and explanations we require for our audit; or

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

certain disclosures of directors' remuneration specifled by law are not made; or

the company financial statements and the part of the Directors' remuneration report o be audited are not in agreement with
the accounting records and returns.

We have no exceptions to report arsing from this responsibily

Davig Farmer (Senior Statutory Auditor)

for and on benalf of PricewaterhouseCoopers LLP.
Chartered Accountants and Statutory Auditors
Reading

14 March 2022
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Year ended
December 31,
Nots 2021
—r
Revenue 7 0000
Operating expenses
Researchand developmen costs @333
Sellng, general and administaive costs Jesreny
Operating loss s @15,
Finance income 10 2436
Finance expense 10

Loss before axation

Taxation — ercdi n
Loss for theyear.

Other comprehensive income / (os3):

Tiems that might be subscauently reclssified (o profi o loss

Exchange diffrenceson ranslating foeign opertions

“Total comprehensive lss attributabie to owners of the Company

Loss per ordinary share — basic and diluted cents) s 125

The accompanying notes form an integral part of these consolidated financial statements.
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AS OF DECEMBER 31, 2021
Asor Asor
December 31, December 31,
Notes 1) 00
S0 0005
ASSETS
Non-current assets:
Goodill 2 545 545
Tnangible assets & 2806 3153
Property, plant and e 1 %0 106
Right-ofuse sssts 15 809 1050
Equiy nterest 16 15.000
Total non-current assets 9370 33239
Current assets:
Prepayments and othe rceivables 1 6117 6260
Curtent ax receivable 15553 8260
Cash and cash equivllnts 148380 18798
Total current assets 170080 202,506
Total asets a50 235745
EQUITY AND LIABILITIES
‘Capital and reserves attributable o equity holders:
Share capital 1 315 3194
Share premiam 30779 0107
Share based payment reserve 54291 36304
Cumulaive translaton adjusanent 5.79) .196)
Accumulated loss Q6T Q06368
(w3 a0
143794 184341
Current iabilities:
Dervative financia ibilty 2
Lease lability 15 o4
Trade and oher payables 23 3194 182
“Tax payable - US operations 47
Total current it %
Non-current i
Assumed contingent iabiliy 1 36490 31,609
Tem loan 25 a5m 4635
Non-current leae lisilty 15 03 si4
Defered income 2
Total non-curren lisbilites
Total equity and labilities 210,450

The accompanying notes form an integral part of these consolidated financial statements,
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AS OF DECEMBER 31, 2021
Asof Asof
December 31, December 31,
Notes 2021 2020
000 0005
ASSETS
Non-current assets:
Goodwill 2 sis sis
Intangible assets [ 246 3153
Propery, plantand equipment 1 7 3
Right-of-use asset I a0 aw
Equity inerest. 16 15000 =
Total non-current assets 590 3259
Curreat assets:
Prepayments and othe receivables 18 6035 7422
Current ax receivable 1558 820
Cash and cash equivaleats 147807 187200
Total current assets
Total asets
EQUITY AND LIABILITIES.
‘Capital and reserves attributable o cquity holders:
Share capital 1 3185 31794
Share premium 13079 30107
Share based paymentreserve. 4201 36304
‘Cumulaive Translation Adjusment 694) G94)
Accumlited loss anoy eosenn
Treasury shares (w3 700
Total equity 136469 181,586

Current liablities:

Dervatie finanial liailty 2
Lease Liabilty 15
Trade and other payables 2

Total current ibilities

‘Non-current lisbi

Assumed contingent iabilicy 2 36490 31609
Tem loan 2 457 4635
Non-current lease lisbilty 15 2 ”
Deferred income

Total non-curren lsbilites a1

“Total equity and liablites 218377 235423

The accompanying notes form an integral part of these consolidated financial statements.

The Company has taken advantage of the exemption permitted by Section 408 of the Companies Act 2006 ot to present an
income statement for the year. The Company's loss for the year was §64.1 million (2020 loss of $70.6 million), which has
been included in the Group’s income statement.

The financial statements on pages 55 to 98 were approved by the Company’s board of directors on March 14, 2022, and
signed on its behalf by Dr. David Zaccardelli, Chicf Executive Officer of the Company.

Dr. David Zaccardelli
Director and Chief Executive Officer of the Company
Company number: 05375156
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VERONA PHARMA PLC
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2021

1. General information

Verona Pharma ple (the "Company") and its subsidiaries (together the "Group") are a clinical-stage biopharmaceutical
group focused on developing and commercializing innovative therapeutics for the treatment of respiratory diseases with
significant unmet medical needs.

The Company is a public limited company, which is listed on the Nasdaq Global Market ("Nasdag"). The company is
incorporated and domiciled in the United Kingdom. The address of the registered office is One Central Square, Cardiff,
CFI0 1FS, United Kingdom.

The Company has one subsidiary. Verona Pharma, Inc. which is wholly-owned. Rhinopharma Limited ("Rhinopharma), a
Canadian company that was previously a non-operating, wholly-owned subsidiary, was dissolved in June 2021

'ADS") on Nasdag in April 2017 ("the 2017 Global Offering”) and

The Company listed its American Depositary Shares
they trade on the Nasdag symbol "VRNA".

The Company delisted from AIM, a market of the London Stock Exchange, on October 30, 2020.
2. Accounting policies

A summary of the principal accounting policies, all of which have been applied consistently throughout the year, s set out
below.

2.1 Basis of preparation
The consolidated financial statements of the Group and the financial statements of the Company have been prepared in
accordance with interational accounting standards in conformity with the requirements of the Companies Act 2006,

The consolidated financial statements of the Group and the financial statements of the Company have been prepared under
the historical cost convention, with the exception of the derivative financial liability and the equity interest, which have been
measured at far value,

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates. It
also requires management to exercise its judgment in the process of applying the Group's accounting policies. The arcas
involving a higher degree of judgment or complexity, or areas where assumptions and estimates are significant to the
consolidated financial statements are disclosed in note 4

In the year ended December 31, 2020, the Company’s functional currency changed from pounds sterling to U.S. dollars and
as a cansequence the Group changed its accounting policy to present ts financial statements in U.S. dollars (see note 2.21)

Going concern

The Group has incurred recurring losses since inception, including net losses of $59.3 million, $67.7 million and $40.5
million for the years ended December 31, 2021, 2020, and 2019, respectively. In addition, as of December 31, 2021, the
Group had an accumulated loss of $266.7 million. The Group expects to continue to generate operating losses for the
foresceable future. As of the issuance date of the annual consolidated financial statements, the Group expects that its cash
and cash equivalents will be sufficient to fund its operating expenses and capital expenditure requirements for at least the
next 12 months from the date of approval of these finance statements. Accordingly, the consolidated financial statements
have been prepared on the going concern basis.
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2.1 Basis of preparation (continued)

Business combinations

The Group applies the acquisition method to account for business combinations. The consideration transferred for the
acquisition of a subsidiary is the fair value of the assets transferred. the liabilities incurred to the former owners of the
acquiree, and the cquity interests issucd by the Group. The consideration transferred includes the fair value of any asset or
liability resulting from a contingent consideration arrangement. The excess of the cost of acquisition over the fair value of
the Group's share of the identifiable net assets acquired is recorded as goodwill. Goodwill arising on acquisitions is
capitalized and is subject to impairment review, both annually and when there are indications that the carrying value may
not be recoverable.

Identifiable assets acquired and liabilities and contingent liabilites assumed in a business combination are measured initially
at their fair values at the acquisition date. Acquisition-related costs are expensed as incurred and included in administrative
expenses.

Basis of consolidation

These consolidated financial statements include the financial statements of Verona Pharma plc and its wholly owned
subsidiaries Verona Pharma, Inc. and Rhinopharma until its dissolution in June 2021, as well as the Verona Employee
Benefit Trust ("EBT"). The EBT is accounted for under IFRS 10 and is consolidated on the basis that the Company has
control, and the assets and liabilties of the EBT are included on the Company balance sheet and shares held by the EBT in
the Company are presented as a deduction from equity. The acquisition method of accounting was used to account for the
acquisition of Rhinopharma.

Inter-company transactions, balances and unrealized gains on transactions between group companies ar eliminated. Verona
Pharma, Inc. and Rhinopharma adopt the same accounting policies as the Company.

2.2 Foreign currency translation

Ttems included in the Group's consolidated financial statements are measured using the currency of the primary economic
environment in which the entity operates ("the functional currency"). The consolidated financial statements are presented in
United States Dollar, which became the functional currency of the Company in the year ended 31 December 2020 (see note
221).

Transactions in foreign currencies are recorded using the rate of exchange ruling at the date of the transaction. Monetary
assets and liabilities denominated in forcign currencies are translated using the rate of exchange at the balance sheet date
and the gains o losses on translation are included in the Consolidated Statement of Comprehensive Income. Non-monetary
items that are measured in terms of historical cost in a foreign currency are translated using the exchange rates at the dates
of the original transactions. Non-monetary items measured at fair value in a foreign currency are translated using the
exchange rates at the date when the fair value was determined.

2.3 Cash and cash equivalents

Cash and cash equivalents includes deposits held at call with banks, term deposits with original maturities of three months
or s, and money market funds. Money market funds have been classified as cash and cash equivalents as they are low risk
instruments, readily convertible to a Known amount of cash and are subject to an insignificant risk of change in value.
Managements intention is to manage these funds as cash and to use them to meet short-term cash requircments.

2.4 Deferred taxation

Deferred tax is provided in full, using the liability method. on temporary differences arising between the tax bases of assets
and liabilities and their carying amounts in the consolidated financial statements. Deferred tax is determined using tax rates
and laws that have been enacted or substantively enacted by the balance sheet date and expected to apply when the related
deferred tax is realized or the deferred liability is settled

Deferred tax assets are recognized to the extent
which the temporary differences can be utilized.

itis probable that the future taxable profit will be available against
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25 Research and development costs

Capitalization of expenditure on product development commences from the point at which technical feasibility and
commercial viability of the product can be demonstrated and the Group is satisfied that it is probable that future economic
benefits will result from the product once completed. No such costs have been capitalized to date.

Expenditure on research and development activities that do not meet the above criteria is charged to the Consolidated
Statement of Comprehensive Income as incurred.

2.6 Property, plant and equipment

Property, plant and equipment are stated at cost, net of depreciation and any provision for impairment. Depreciation is
calculated to write off the cost less their estimated residual values, on a straight-line basis over the expected useful
economic lives of the assets concerned. Computer hardware s depreciated over three years and office equipment over the
term of the lease.

2.7 Intangible assets and goodwill

@ Goodwill

Goodwill arises on the acquisition of subsidiaries and represents the excess of the consideration transferred over the fair
value of the identifiable net assets acquired

®)  Patents

Patent costs associated with the preparation, filing, and obtaining of patents are capitalized and amortized on a straight-line
basis over the estimated useful ives of ten years. Amortization of patents is included in rescarch and development costs

©  Computer software

Amortization is calculated 50 as to write off the cost less estimated residual values, on a straight-line basis over the expected
useful economic lfe of two years. Amortization is included in selling, general and administrative costs

@ In-process research & development ("IP R&D")

The 1P R&D asset, acquired through a business combination, which had not reached technical feasibility, was initially
recognized at fair value. Subsequent movements in the assumed contingent liability (see 2.13) that relate to changes in
estimated cashflows or probabilities of success are recognized as additions to the IP R&D asset that it relates to.

The asset is subject to impairment testing until completion, abandonment of the project or when the research findings are
commercialized through a revenue generating project.

2.8 Impairment of intangible assets, goodwill and non-financial assets

The Group holds intangible assets relating to acquired IP R&D, patent costs and goodwill. Goodwill and intangible assets
are tested annually for impairment or if there is an indication of impairment. The Group is a single cash generating unit
("CGU") 5o all intangibles are allocated to the Group as one CGU.

The Group initially compares the market capitalization of the Group to the book valuc of its assets. If the value of the
market capitalization does not support the valuation of the assets, the Group reviews estimates of the cash flows over the
remaining lives of its other intangible assets, or related group of assets where applicable, in measuring whether the assets to
be held and used will be realizable. In the event of impairment, the Group would discount the future cash flows using its
estimated weighted average cost of capital o estimate the amount of the impairment.

As at 31 December 2021 and 2020 the Company carried out impairment reviews with reference o its market capitalization.

No impairment was identified for any of the assets in the years ended December 31, 2021 and 2020,
2.9 Equity interest
As part of the Nuance Agreement, the Group received an equity interest in Nuance Biotech, the parent company of Nuance

Pharma (see note 7). The equity interest was recognized at fair value and is subsequently measured at fair value through
profit and loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2.10 Employee Benefits

@ Pension

The Group operates defined contribution pension plans for its employees. Contributions payable for the year are charged to
the Consolidated Statement of Comprehensive Income. The Group has no further lability once the contributions have been
paid.

() Bonus plans

‘The Company recognizes a liability and an expense for bonus plans if contractually obligated or if there is a past practice
that has created a constructive liability.

211 Share-based payments

The Company operates a number of equity-settled, share-based compensation schemes. The fair value of share based
payments is determined using the Black-Scholes model and requires several assumptions and estimates, disclosed in
note 21

The fair value of share-based payments under these schemes is expensed on a straight-line basis over the share based
payments' vesting periods, based on the Company's estimate of shares that will eventually vest.

212 Provi

s

Provisions are recognized when the Company has a present legal or constructive liabilty as a result of past events, it is
probable that an outflow of resources will be required to settle the liability, and the amount can be reliably estimated.
Provisions are measured at the present valuc of the expenditures expeeted to be required to settle the liability using a pre-tax
rate that reflects current market assessments of the time valuc of money and the risks specific to the liability.

2.13 Assumed contingent liability related to the business combination

In 2006 the Company acquired Rhinopharma and assumed contingent liabilties owed to Vemnalis Pharmaceuticals Limited,
which was subsequently acquired by Ligand Pharmaceuticals, Inc. (“Ligand"). The Company refers to the assignment and
license agreement s the Ligand Agreement.

Ligand assigned to the Company all ofits ights to certain patents and patent applications relating to ensifentrine and related
compounds (the "Ligand Patents") and an exclusive, worldwide, royalty-bearing license under certain Ligand know-how to
develop, manufacture and commereialize products (the "Licensed Products") developed using Ligand Patents, Ligand know-
how and the physical stock of certain compounds.

The assumed contingent liabilty comprises a milestone payment on obtaining the first approval of any regulatory authority
for the commercialization of a Licensed Product, low single digit royalties based on the future sales performance of all
Licensed Products and a portion equal to a mid-twenty percent of any consideration received from any sub-licensees for the
Ligand Patents and for Ligand know-how.

“The liability was initially recognized at fair value and subsequently measured at amortized cost using the cffective interest
rate method. The assumed contingent liability is estimated as the expected value of the milestone payment and royalty
payments, including royalties from the Nuance Agreement (see note 7). This expected value is based on estimated future
royalties payable, derived from sales forecasts, and an assessment of the probability of success using standard market
probabilities for respiratory drug development. The risk-weighted value of the assumed contingent arrangement  is
discounted back to its net present value applying an effective interest rate of 12%

Royalties payable are based on the future sales performance so the amount pas
are difficult to predict and subject to estimate, which is inherently uncertain.

ble is unlimited. Sales that may be achieved

The assumed contingent liability is re-measured for changes in estimated cash flows or when the probability of success
changes. Remeasurements relating to changes in estimated cash flows and probabilities of success are recognized in the IP
R&D asset it relates to (see 2.7). The umwind of the discount is recognized in finance expense
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2.14 Revenue recognition

The Group's revenue arises from the Group’s agreement for the development and commercialization of ensifentrine in
Greater China (the “Nuance Agreement”). The terms of the Nuance Agreement include non-refundable upfront fees,
payments based upon achievement of developmental and regulatory milestones, commercial milestones, royalties payable
on sales. and manufacturing and supply. These payments are viewed as both fixed and variable consideration. Non-
refundable upfront fees are considered fixed, while milestone payments and revenue from the commercialized product are
identified as variable consideration. The Group follows the five-step model in IFRS 15 “Revenue from Coniracts with
Customers”

Step I: Identify the contract(s) with a customer.
Step 2: Identify the performance obligations in the contract.

Step 3: Determine the transaction price.

Step 4: Allocate the transaction price to the performance obligations in the contract.
Step 5: Recognize revenue when (or as) the entity satsfies a performance obligation.
Al of the Group’s revenu i derived from contracts with customers.

A performance obligation s a promise in a contract to transfer a distinet good or service to the customer and is the unit of
account in IFRS 15. The Group’s performance obligations include intellectual property rights, (which include the license.
patents and developmental and regulatory data) and manufacturing and supply. Management are required to judge when
performance obligations are satisfied and consequently when revenue i recognized.

Ifthe right to the Group’s intellectual property is determined to be distinct from the other performance obligations identified
in the armangement, the Group recognizes revenue from non-refundable, upfront fees allocated to the right when the right is
transferred to the customer, and the customer can use and benefit from the right.

If an arrangement includes development and regulatory milestone payments, the Group evaluates whether the milestones are
considered probable of being reached and estimates the amount to be included in the transaction price using the most likely
amount method. If it is probable that a significant revenue reversal would not oceur, the associated milestone value is
included in the transaction price. Milestone payments that are not within the Group’s o the licensee’s control, such as
regulatory approvals, e generally not considered probable of being achieved ntl those approvals are received.

For arrangements with licenses of intellectual property that include sales-based royalties, including milestone payments
based on the level of sales, and the license is dcemed to be the predominant item to which the royalties relate, the Group
recognizes royalty revenue and sales-based milestones at the later of (i) when the related sales oceur, or (ii) when the
performance obligation to which the royalty has been allocated has been satisfied.

2.15 Financial instruments — initial recognition and subsequent measurement
The Group classifies a financial instrument, or its component parts, as a financial liability, a financial asset or an equ
instrument in accordance with the substance of the contractual arrangement and the definitions of a financial liability. a
financial asset and an equity instrument,

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity
instrument of another entity.

(@ Financial assets, initial recognition and measurement and subsequent measurement

Al assets are initially recognized initially at fair value plus transaction costs. The Group's equity interest in Nuance Biotech
i subsequently measured at fair value through profit or loss ("FVPTL") and fair value gains and losses are recognized in
profit or loss. All other assets are subsequently measured.at amortized cost using the effective interest method.

() Financial liabil

s, initial recognition and measurement and subsequent measurement
Financial liabilities are classified as measured at amortized cost or FVTPL.

The Company's warrants are classified as FVTPL. Other financial liabilites are initially recognized at fair value and
subsequently measured at amortized cost using the effective interest method. Interest expense and foreign exchange gains
and losses are recognized in profitor loss. Any gain or loss on derecognition is also recognized in profit or loss.

The Group's financial liabilities include trade and other payables, the Company's warrants and the assumed contingent
liability.
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215 Financial instruments — initial recognition and subsequent measurement (continued)

(@ Derivative financial liability

Derivatives are initially recognized at fair value on the date a derivative contract is entered into and are subsequently re-
measured at fair value at the end of cach reporting date. The Group holds one type of derivative financial liability. the
warrants (see note 2.16).

The full fair value of the derivative is classified as a non-current liability when the warrants are exercisable in more than
12 months and as a current liability when the warrants are exercisable in less than 12 months.

Changes in fair value of a derivative financial liability when related to a financing arrangement are recognized in the
Consolidated Statement of Comprehensive Income in Finance Income or Finance Expe

2.16 Derivative financial

ability

Warrants issued by the Company to investors as part of a share subscription are compound financial instruments where the
warrant meets the definition of a financial liabiliy.

The financial liability component is initially measured at fair value in the Consolidated Statement of Financial Position.
Equity is measured at the residual between the subscription price for the entire instrument and the lability component. The
financial liability component is remeasured. Equity is nof remeasured.

217 Short-term investments

Short-term investments include fixed term deposits held at banks with original maturities between three months and a year.
They are measured at amortized cost using the effective interest method,

2.18 Transaction costs

Qualifying transaction costs might be incurred in anticipation of an issuance of equity instruments and may cross reporting
periods. The entity defers these costs on the balance sheet until the equity instrument is recognized. Deferred costs are
subsequently reclassified as a deduction from equity when the equity instruments are recognized, as the costs are directly
attributable o the equity transaction. If the equity instruments are not subsequently issued, the transaction costs are
expensed. Any costs not direetly attributable to the equity transaction are expensed.

Transaction costs that relate to the issue of a compound financial instrument are allocated to the liability and equity
components of the instrument in proportion to the allocation of proceeds. Where the liability component is held at fair value
through profit or loss, the fransaction costs are expensed to the Consolidated Statement of Comprehensive Income. For
liabilities held at amortized cost, transaction costs are deducted from the liability and subsequently amortized. The amount
of transaction costs accounted for as a deduction from equity in the period is disclosed separately in accordance with
International Accounting Standard.

2.19 Employce benefit trust

In the year ended December 31, 2020, the Group incorporated a trust to facilitate the acquisition of shares, by or for the
benefit of employees and former employees. The Group issued 25 million ordinary shares in the year ended December 31,
2020 to cover expected share awards to employees under the 2017 Incentive Plan.

ement have determined that the Group has the indirect ability to control the trust as trustees are required to act in
accordance with the trust deed that the Group drew up and because the Group controls the issuance of shares to cover
awards. As a consequence the trust is consolidated into the Company’s financial statemens.

“The shares that were issued to the trust that have not been transferred to employees to cover share awards are included in the
Consolidated Statement of Financial Position as treasury shares.

2.20 Investments in subsidiaries

Investments in subsidiaries are shown at cost less any provision for impairment
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221 Change in functional currency

The functional currency of an entity is defined by IAS 21, The Effects of Changes in Foreign Exchange Rates, as the
currency of the primary economic environment in which an entity operates. Determining the point at which the functional
currency changes is a matter of judgment as economic activity changes over time.

In the six months to Junc 30, 2020, management changes resulted in lower people costs being paid in pounds sterling
Following the Private Placement the Company entered into contracts to commence Phase 3 trials for ensifentrine and the
majority of the costs are incurred in U.S. dollars. Management has reviewed budgeted activities over the next five years and
identificd that the majority of costs from the sccond half of 2020 onwards will be incurred in U.S. dollars. Furthermore, the
Private Placement in July, 2020, raised funds in U.S. dollars and afier delisting from AIM any future fund raises will be in
USS. dollars. Also, the commercial focus of Company is the U.S. market.

As a consequence, management determined that the Company's functional currency changed from pounds sterling to USS.
dollars and this has been accounted for prospectively from July 1, 2020, To convert the Company’s books and records into
U.S. dollars assets and liabilities were translated at the closing fate of exchange as of June 30, 2020.

222 New standards, amendments and interpretations issued but not effective for the financial year beginning
January 1, 2021 and not carly adopted

There are no IFRS standards or interpretations not yet effective that are expected to have a material impact on the Group.
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3. Financial Instruments
3.1 Financial Risk Factors

The Group's activities expose it o a variety of financial risks: market risk (including currency risk), eredit risk, and liquidity
risk. The Group's overall risk management program is focused on preservation of capital and has sought to minimize
potential adverse effects on the Group's financial performance and position. The Group’s and the Company's exposure to
risk are not materially different

@  Marketrisk

Foreign currency risk reflects the risk that the Group's net assets will be negatively impacted due to fluctuations in exchange
rates. The Group has not entered into forcign exchange contracts to hedge against gains or losses from foreign exchange
fluctuations.

“The summary data about the Group's exposure to currency risk is as follows. Figures are the U.S. Dollar values of balances
in each currency:

December 31, 2021 December 31, 2020
USh _ GBP__EUR__USD _ GBP _ EWR
SO0 SO0 SO0 SOMs  S000s  so00s

Cash and cash equivalents 133,061 15201 18 173797 14,152 37

Trade and other payables 30447 2358 389 6175 4459 948

Sensitivity analysis

A reasonably possible strengthening or weakening of the Euro or pound sterling against U.S. dollar as of December 31,
2021 and 2020 would have affected the measurement of the financial instruments denominated in a foreign currency
(excluding the assumed contingent liability as the impact of this is immaterial).

The following table shows how a movement in a currency would give risc to a profit or (loss) and a corresponding entry in
equity.

Weakening
Decermber 31, 2021 son0s
EUR (5% movement) 13
GBP (5% Movement) ©12)
December 31,2020

EUR (5% movement) (46) 46
GBP (5% Movement) 485 (s5)

Foreign currency denominated trade payables are short term in nature (generally 30 to 43 days).

The Group is also exposed to market risk o the value of the equity interest in Nuance Biotech (see note 7). The fair value of
the equity interest is dependent on the success of Nuance Biotech's various clinical programs, as well as valuations of
similar companies in the Chinese market. The following table shows the effect of a 10% change in the fair value of the
equity interest:

Fair value increase of 10%
Base case, reported fair value
Fair value decrease of 10%
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3.1 Financial Risk Factors (continued)

) Creditrisk
Credit risk reflects the risk that the Company may be unable to recover contractual receivables. As the Company is still in
the development stage no policies are currently required to mitigate this risk

As of December 31, 2021, the Group held funds at bank and in money market funds backed by UXK. or U.S. government
debt. As of December 31, 2021, and December 31, 2020, cash and cash equivalents were placed at the following banks and
money market funds:

Vear ended  Year ended
December  December

Cash and eash equivalents sz a0
S0 S000

Government debt money market funds 145432 176,838
Silicon Valley Bank 2441 4579
Lloyds Bank 507 6233
Citibank — 46
‘Wells Fargo 290
Total 187986
(& Management of capital

The Group considers capital to be its equity reserves. At the current stage of the Group's life cycle, the Group's objective in
managing its capital is to ensure funds raised meet the research and operating requirements until the next development stage
of the Group's suite of projects

The Group ensures it is meeting its objectives by reviewing its Key Performance Indicators to ensure the research activities
are progressing in line with expectations, costs are controlled and unused funds are placed in low risk money market funds
o conserve resources,
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3.1 Financial Risk Factors (continued)

@ Liquidiy risk

The Group periodically prepares working capital forecasts for the foresecable future, allowing an as

sment of the cash

requirements of the Group. to manage liquidity risk. The following table provides an analysis of the Group's financial
liabilities. The carrying value of all balances approximates to their fair valuc, with the exception of the assumed contingent
Tiability (see note 24). The Group's maturity analysis for the derivative financial liability from the issue of warrants is given

in note 22
Lessthani Beween | Between2
Sear | _and?years _and years
000 So00s Sou0s
At December 31, 2021
Trade payables 10,048 — —
Other payables 307 - -
Accruals 2,839 — —
Lease liabilty 648 25 78
Term loan® 215 25 5679
Assumed contingent liability” 10348

Total 34.057

16,105

"This is the undiscounted value of the loan plus undiscounted interest payments

"' This is the undiscounted valu of the liability

Between 1 Between2
and2years _and$
Tvwes s soos
At December 31, 2020
Trade payables 179 — —
Other payables 38 - -
Accruals 11,365 — —
Lease liabilty 798 235 279
Term loan® 213 23 5810
Assumed contingent liability - — 6900
Wartants
Total 12,989

(""This is the undiscounted value of the loan plus undiscounted interest payments

@ This is the undiscounted value of the liability
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3.2 Fair value estimation
Group and Company
‘The carrying amounts of cash and cash equivalents, receivables, accounts payable and acerued liabilities approximate to fair

value due to their short-term nature. The carrying amount of the assumed contingent liabiity approximates to fair value as
the underlying assumptions are currently similar.

For financial instruments that are measured in the Consolidated Statement of Financial Position at fair value, IFRS 7
requires disclosure of fair value measurements by level of the following fair value measurement hierarchy:

* Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1);

«inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly or
indirectly (level 2); and

* inputs for the asset or liability that arc not based on observable market data (level 3)

For the year ended December 31, 2021, and 2020, fair value adjustments to financial instrume
through profit and loss resulted in the recognition of finance gain of $2.2 million in 2021 and a finance loss of S1.1 million
in 2020. As at December 31, 2021, the derivative financial instrument was valued at Snil.

The fair value of financial instruments that are not traded in an active market is determined by using valuation techniques
These valuation techniques maximize the use of observable market data where it is available and rely as little as possible on
entity specific estimates. If all significant inputs required to ascertain the fair valuc of an instrument are observable, the
instrument is included in level 2. If one or more of the significant inputs are not based on observable market data. the
instrument s included in level 3. The derivative financial instrument is classified at level 3 in the fair value hicrarchy.

Movements in Level 3 items during the years ended December 31, 2021, and 2020 are as follows:

Derivative
Financial Equity
Liability ____nterext.
000
At January 1, 2021 (2.246) -
Initial recognition of financial instrument 15,000
Fair value adjustments recognized in profit or loss 2246 —

AtDecember 31,2021

Derivarive
Financial Fquity
v Inierest

000 000
At January 1, 2020 (1188) —
Fair value adjustments recognized in profi or loss (w114) —
Foreign exchange differences recognized in loss for the period @ -
Translation differences recognized in other comprehensive loss 78

At December 31, 2020 46)
Further details relating to the derivative financial liability are set out in notes 4 and 22 of these financial statements,

In determining the fair value of the derivative financial liabilty, the Group applied the Black-Scholes model; key inputs
include the share price at reporting date, estimations on timelines, volatility and risk-fre rates. These assumptions and the
impact of changes in these assumptions, where material, are disclosed in note 22
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3.3 Change in liabilities arising from financing activities

The Group has provided a reconciliation o that changes in liabiliies arising from fi
changes arising from cash flows and non-cash changes can be evaluated.

Sas o0

At January 1 (2,246) 1188
Fair value adjustments - non cash 2246 1114
Foreign exchange differences recognized in loss for the period - 2
Translation differences recognized in other comprehensive loss — )

At December 31 46

See note 22 for information relating to the derivative financial liability.

Lease lsbliy
2021 200
0005 o005

At January | 1312 1263

Capitalization of rental leases - non cash 439 703

Payment of lease liability - cash (856) (758)

Interest - non cash
Forcign exchange differences - non cash
At December 31

See note 15 for information relating to the capitalized leases.

Term Loan
201 20
000 So00s

At January | 4635 —

Tssuc of term loan 5000

Debt issuance costs — (383)

Amortization of debt issuance costs (non-cash) 14

Accretion of final payment (non-cash) 125

At December 31 4874

See note 25 for information relating to the Term Loan.

g estimates and judgments

The preparation of financial statements in conformity with IFRS requires the use of accounting estimates and assumptions
that affect the reported amounts of assets and labilities at the date of the financial statements and the reported amounts of
income and expenses during the reporting period. Although these estimates are based on managements best knowledge of
current events and actions, actual results ultimately may differ from those estimates. IFRS also requires management to
exercise its judgment in the process of applying the Group's accounting policies.

‘The areas involving significant e

mates and judgements are as follows:
@ Assumed contingent liability

The Group has a material liability for the future payment of royalties and milestones associated with contractual liabilities
on ensifentrine, acquired as part of the acquisition of Rhinopharma. The estimation of the amounts and timing of future
cashflows requires the forceast of royalties payable and the estimation of the likelihood that the regulatory approval
milestone will be achieved (see notes 2.13 and 24). The estimates for the assumed contingent liability are based on a
discounted cash flow model. Key estimates included the calculation of deferred consideration are:
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4. Critical accounting estimates and judgments (continued)

- development, regulatory and marketing risks associated with progs
territories;

ing the product to market approval in key target

+ market size and product acceptance by clinicians, patients and reimbursement bodies;
+ gross and net selling price;

- launch of competitive products;

+ timing of cash flows:

* probabilites of success; and

+ time to crystallization of contingent consideration.

When there is a change in the expected cash flows or probabilities of success, the assumed contingent liability is re-
measured with the change in value recognized in the TP R&D asset it relates to. The assumed contingent liability is
measured at amortized cost with the discount unwinding in finance expense throughout the year. Actual outcomes could
differ significantly from the estimates made. A sensitivity analysis is provided in note 24.

As at May 13, 2020, the Group determined that it had moved from Phase 2 of ensifentrine’s clinical development plan to
Phase 3. As a consequence, the probability of success changed, reducing the risk-weighting adjustment applied to estimated
cashflows. Furthermore, the Group had carried out market research and updated its forccasts for ensifentrine’s revenue for
the maintenance treatment of chronic obstructive pulmonary disorder using a nebulized formulation in the US. The Group
therefore updated estimated cashflows in the second quarter of 2020.

On June 9, 2021 Verona signed a agreement granting Nuance Pharma the exclusive rights to develop and commercialize
products containing ensifentrine in Greater China (the "Nuance Agreement") (see note 7). The assumed contingent liability
was calculated using the same methodology s stated above. Management used judgment to determine that Nuance had also
entered the Phase 3 stage of of ensifentrine’s clinical development plan.

(b)  Nuance Agreement - revenue and equity interest

Under the Nuance Agreement the Group received an upfront payment of $40 million, consisting of $25 million cash and
shares in Nuance Pharma's parent company, Nuance Biotech, valued at S15 million.

‘The Group is required to record the equity inerest at fair value on recognition and on subsequent measurement. Nuance
Biotech stock is not publicly traded and the interest is classified under Level 3 of the fair value hierarchy. The Group has
used the last observable transaction in Nuance Biotech's shares to estimate the fair value of the equity interest

The Group is required to use judgement to determine what the performance obligations in the are, and how the transaction
price should be allocated to them. See note 7 for further discussion.

() Valuation of the derivative financial liability

In July 2016, the Company issued units comprises one ordinary share and one warrant. The warrants entitle the investors to
subscribe for in aggregate a maximum of 12,401,262 ordinary shares.

In accordance with AS 32 and the Group's accounting policy, as disclosed in note 2.15, the Group classified the warrants
as a derivative financial liabilty to be presented on the Group's Consolidated Statement of Financial Position.

“The fair value of these warrants is determined by applying the Black-Scholes model. Assumptions are made on inputs such
as term, volatility and risk free rate in order to determine the fair value per warrant. For further details see note 22

On July 29, 2016, the Company issued 31,115,926 units to new and existing investors at the placing price of £1.4365 per
unit. Each unit comprises one ordinary share and one warrant.

“The warrant holders can subscribe for 0.4 of an ordinary share at a per share exercise price of £1.7238. The warrant holders
can opt for a cashless exercise of their warrants, whereby the warrant holders can choose to exchange the warrants held for
reduced number of warrants exercisable at nil consideration. The reduced number of warrants is calculated based on a
formula considering the share price and the exercise price of the warrants. The warrants are therefore clas
derivative financial iability, since their exercise could result in a variable number of shares to be issued.

5. Loss per share

Basic loss per ordinary share of 12.5 cents (2020: 25.7 cents) for the Group is calculated by dividing the loss for the year
ended December 31, 3021 by the weighted average number of ordinary shares in issue of 473,188,457 as of December 31,
2021 (2020: 262.932,653). During the years ended December 31. 2021 and 2020, outstanding share options, RSUs and
warrants of 63,443 814 and 87,519,294, respectively, were not included in the computation of diluted camings per ordinary
share, because (o do so would be antidilutive,
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6. Segmental reporting

The Group’s activites are covered by one operating and reporting segment: Drug development. There have been no changes
to management’s assessment of the aperating and reporting segment of the Group during the year.

Al non-current assets are based in the United Kingdom apart from a right-of-use asset relating to a property lease, and

associated fixtures and fittings, in the United States.

7. Revenue and the Nuance Agreement

cater China,

The Group’s revenue arises from its agreement for the development and commercialization of ensifentrine in
Nuance Agreement

The Group entered into a collaboration and license agreement (the “Nuance Agreement”) with Nuance Pharma Limited
(“Nuance Pharma”) effective June 9, 2021 (the “Effective Date™), under which the Group granted Nuance Pharma the
exclusive rights to develop and commercialize ensifentrine in Greater China (China, Taiwan, Hong Kong and Macau). In
retum, the Group received an unconditional right to consideration aggregating $40.0 million consisting of $25.0 million in
cash and an equity interest, valued at $15.0 million as of the Effective Date, in Nuance Biotech, the parent Group of Nuance
Pharma. The Group is eligible o receive future milestone payments of up to $179.0 million triggered upon achievement of
certain clinical, regulatory, and commercial milestones, as well as tiered double-digit royalties as a percentage of net sales of
the products in Greater China. The Group will recognize these milestones when it is probable that a significant revenue
reversal would not occur.

As of December 31, 2021, the $25.0 million cash payment and $15.0 million equity interest had been received and the
holding in Nuance Biotech was recorded as Equity Interest on the Condensed Consolidated Balance Sheet. The Equity
Interest is recorded at fair value. The Group has used the last observable transaction in Nuance Biotech's shares, which was
a fundraising in November 2020, as the basis for the fair value measurement.

Under the terms of the Nuance Agreement, at any time until three months prior to the expected submission of the first New
Drug Application in Greater China, if (i) a third party is interested in partnering with the Group, either globally or in
territory covering at least the United States or Europe, for the development and/or commercialization of ensifentrine or (i)
the Group undergoes a change of control, the Group will have an exclusive option right to buy back the license granted to
Nuance Pharma and all related assets. The price is agreed to be equal to the aggregate of (i) all prior amounts paid by
Nuance Pharma to the Group in cash under the agreement and (ii) all development and regulatory costs incurred and paid by
Nuance Pharma in connection with the development and commercialization of ensifentrine under the Nuance Agreement
maltiplicd by a single-digit factor range dependent upon achievement of certain milestones, subject to a specified maximum
amount.

The Nuance Agreement will continue on a jurisdiction-by-jurisdiction and product-by-product basis until the expiration of
royalty payment obligations with respect to such product in such jurisdiction unless carlier terminated by the parties. ither
party may terminate the Nuance Agreement for an uncured material breach or bankruptcy of the other party. Nuance Pharma
may also terminate the Nuance Agreement at will upon 90 days' prior written notice.

The Group reviewed the buy-back option and determined that because it is conditional on a third party the Group does not
have the practical ability to exercise it and, accordingly, the contract is accounted for under IFRS 15

The transaction price at the Effective Date of the Nuance Agreement was $40.0 million consisting of the $25.0 million
upfront cash payment and $15.0 million equity interest. Developmental and regulatory milestones were not included in the
transaction price as management determined that it is not probable that a significant reversal in the amount of cumulative
revenue recognized will not occur. Commercial milestones and sales royalties were also excluded and will be recognized
when the milestones are achieved or the sales occur in Greater China.

The performance obligations in the Nuance Agreement include the grant of the license (including the right to commercialize
ensifentrine until the end of the term, the sharing of certain know how, and the sharing of certain clinical and regulatory
data), and manufacture and supply of ensifentrine drug product. The Group have determined that the manufacturing and
supply was not at a discount.

The Group has determined that Nuance does not simultaneously receive and consume the benefit of the performance
obligation of the grant of the license and existing IP over time. Nor does The Group's performance enhance this asset as the
know how has already been produced and the license eranted. Consequently the performance obligation relating to the
granting of licenses is not satisfied over time. Accordingly, the Group has determined that the license and IP transferred
should be recognized at a point in time

The Group determined that it fulfilled its obligations to Nuance Pharma after it delivered the know how that will allow
Nuance Pharma to file an investigational new drug application in Greater China. This know how was delivered in the year
ended December 31, 2021, and the $40.0 million revenue was therefore recognized as revenue in this period. Revenue
relating to the manufacture and supply obligations will be recognized when the drug product is delivered.
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8. Operating loss

Group
Yearcnded  Year cnded
December31, - December 31,

021 020
000 000
Operating loss is stated after (crediting)/charging/:
Revenue (note 7) (40,000)
Research and development costs:
Employee benefits (note 9) 5267 5484
Share based payment 9,654 9319
Legal, professional, consulting and listing fees 46 a2
Amortization of patents (note 13) 186 155
Other research and development expenses 64,150 29173
Total research and development costs 79333
Selling, general and administrative costs:
Employee benefits (note 9) 4007 5899
Share based payment 15771 12,858
Legal, professional consulting and listing fees 4304 5154
Transaction advisory fees for Nuance Agreement' 4,000 —
Amortization of computer software (note 13) 1 4
Depreciation of property, plant and equipment (note 14) 38 29
Depreciation of right of use assets (note 15) 590 592
Loss/(gain) on variations in forcign exchange rate. 192 (290)
Other selling, general and administrative expenses 4971 569

Total selling, general and administrative costs

Operating loss 73157 74497

! This advisory fee incurred in arranging the Nuance Agreement. Management have determined this does not relate to the
satisfaction of performance obligations under the the Nuance Agreement and it has therefore been classified in selling,
general and administrative costs.

During the periods indicated, the Group obtained the services from and paid the fees of the Group's auditors and their
associates as detailed below:

Yearended  Vear ended
December 31, December 31,

21 020
o soms
Audit of Verona Pharma plc and consolidated financial statements 453 318
Audit related services 162 348
Other services 21 198
Total 846 864

Audit-Related Services

For the year ended December 31, 2021, audit related services include fees for quarterly interim reviews.

For the year ended December 31, 2020, audit related services include fees for quarterly interim reviews and audit of
conversion from IFRS to US GAAP for SEC filing:

Other Services

For the year ended December 31, 2021, other services related to comfort over the at-the-market equity offering, and certain
regulatory filings

For the year ended December 31, 2020, other services related to advice relating to fund raising and certain regulatory
filings.
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9. Directors' emoluments and staff costs

Group
Year
December 31,
2021
‘The monthly average number of employees (excluding directors) of the Group during the year:
Research and development 17 16
Selling, general and administrative
Total

Yoarended  Year ended
December 31, December 31,
2021 2020
Tsws s
Aggregate emoluments of directors:
Salaries and other short-term employee benefits 1157 1168
Social security costs 172 433
Other pension costs 12 6
Directors' emoluments, excluding share-based payment charge 1341 1607
Share-based payment charge 5037
Directors' emoluments, including share-based payment charge 9.076 9.644

Dr. Karlsson's emoluments from January 1, 2020, to January 31, 2020, are included in the table abov
this date, including compensation for loss of office, are included in other staff costs.

. His emoluments after

Yearended  ear ended
December 31, December
2021 2
000 So00s
Aggregate exeeutive officers costs:
Wages and salaries 1,650 1,782
Social security costs 4 280
Sharc-based payment charge 10,104 8,698
Other pension costs 19

Total executive officers costs

cer) from January 1, 2020, to February 28, 2020, are included in the table above.
ation for loss of office, are included in other staff costs.

Costs for Mr Morgan (former CFO and o
His costs after this date, including compe
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9. Directors' emoluments and staff costs (continued)

YVearended  Vear ended
December 31, December 31,

2021 2020
0005 So00s

Aggregate other staff costs:

Wages and salaries 5,203 6958
Social security costs 863 619
Share-based payment charge 7,586 5442
Other pension costs 154 u3
Total other staff costs 13.806 13,032

The Group considers key management personnel to be the ageregate of directors and executive officers. The executive
officers are the chief financial officer, chief medical offi

The Group operates defined contribution pension schemes for its employees and executive director. There were no prepaid
or acerued contributions to the scheme at December 31, 2021 (2020: Snil)

Company

Yearnded  Vear ended
December 31, December 31,

2021 2020
The average number of employees (excluding dircctors) of the Company during the year:

Research and development 5 5
Selling, general and administrative 7 7

Total

Yearnded  Vear ended

December 31, December 3

201 020
000 000

Aggregate emoluments of directors:

Salaries and other short-term employee benefits 575 523
Social security costs 69 408
Other pension costs 1
Directors' emoluments excluding share-based payment charge 932
Share-based payment charge 8,037
Directors' emoluments including share-based payment charge 8.969

Dr. Karlsson's emoluments from January 1, 2020, to January 31, 2020, are included in the table above. His emoluments after
this date, including compensation for loss of office, are included in other staff costs.
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9. Directors' emoluments and staff costs (continued)

Yearended  Vear ended
December 31, December 31,
b1

201
000 000

Aggregate exeeutive officers costs:

‘Wages and salaries 456

Social security costs a4

Share-based payment charge 10,104

Other pension costs n

Total executive officers costs 10457

Costs for Mr Morgan (former CFO and officer) from January 1, 2020, to February 28, 2020, are included in the table above.
His costs after this date, including compensation for loss of office, are included in other staff costs

Yearended  Vear ended
December 31, December 31,
pii] 020
000 So00s
Aggregate other staff costs:
Wages and salaries 1885 3,549
Social security costs 620 591
Share-based payment charge 7,586 7572
Other pension costs 70 87
Total other staff costs 10,161 11.799

The Company considers key management personnel to be the aggregate of directors and exceutive officers. The exceutive

officer employed by the Company is the Company's legal counsel.
The Company operates a defined contribution pension scheme for its employees. There

contributions to the scheme at December 31, 2021 (2020: $nil).

were no prepaid or acerued

In respect of Directors’ remuneration, the Company has taken advantage of the permission in Paragraph 6(2) of Statutory
Instrument 2008/410 to omit aggregate information that is capable of being ascertained from the detailed disclosures in the
audited sections of the Dircctors® Remuneration Report on pages 28 to 47, which form part of these Consolidated Financial
Statements.
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10. Finance income and expense

Group

Yearended  Vear ended
December 31, December 31,

a1 200
So00s So00s

Finance incoms

Interest receive 121

Foreign exchange gain on translating foreign currency denominated balances 2,060

Fair value adjustment on derivative financial liabiity (note 22)

Total finance income 2181

Yearended  ear ended
December 31, December 31,

2021 2020
000 000

Finance expense:

Fair value adjustment on derivative financial liability (note 22) — 1136

Interest on term loan 340 35

Interest on discounted lease liability 61 100

Unwinding of discount factor related to the assumed contingent arrangement (note 24) 3793 2235

Total finance expense 3506

Company
Yearended  Vear ended
Descber 3, December 31
So00 So00

Finance income:
Interest received on cash balances 14 121
Foreign exchange gain on translating foreign currency denominated balances 176 2,060
Fair value adjustment on derivative financial liabiity (note 22) 2246 —
Total finance income 2436 2,181

Yearended  Vear ended
December 31, December 31,
21 20

Soms Sons

Finance expense:

Fair value adjustment on derivative financial lability (note 22

Interest on term loan

Interest on discounted lease liability

Unwinding of discount factor related to the assumed contingent arrangement (note 24)
Total finance expense
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11. Taxation

Vearended  Vear ended
December 31, December 31,

pi] 00
So00s So00s

Analysis of tax eredit for the year:

Current tax:

UK. tax credit (5819 (8.201)

USS. tax charge 207 146

Adjustment in respect of prior periods 6 (©6)

Total tax eredit (5648 (8121

‘The difference between the total tax shown above and the amount calculated by applying the standard rate of tax to the
Toss before tax is as follows:

Factors affecting the tax credit for the year:

Loss on ordinary activities before taxation ) 5.820)
Multiplied by standard rate of corporation tax of 19% (2019: 19%) (14234)  (14.406)
Effects of:

Non-deductible expenses 4,903 6217
Research and development incentive (6807)  (3.529)
Temporary differences not recognized 1 89
Difference in overseas tax rates 189 23
Share options exercised .43 (286)
Tax losses carried forward not recognized 1,660 3832

Adjustment in respeet of prior periods G6) (©6)
Total tax eredit (5648) __.121)
UK. corporation tax is charged at 19% (2020: 19%) and U.S. federal and state tax at 27.6% (2020: 27.6%)

The following tables represent deferred tax balances recognized in the Consolidated Statement of Financial Position.

Asor Asor
December 31, December 31,
021 021
Soms Sons
Deferred tax assets 8212 5992
Deferred tax liabilities (8.212) (5.992)

Net balances.

The deferred tax liability relates to the difference between the accounting and tax bases of the IP R&D intangible asset. A
deferred tax asset relating to UK tax losses has been recognized and offset against the liability. The movement relates to the
addition to the asset in the year ended December 31, 2021, and the change in the tax rate applied from 19% to 25%. This
was not show in the financial statement for the year ended December 31, 2020, as it was not material.

Factors that may affect future tax charges

The Company has UK. tax losses available for offset against future profits in the United Kingdom. However an additional
deferred tax asset has not been recognized in respect of such items due to uncertainty of future profit streams. As of
December 31, 2021, the unrecognized deferred tax asset at 25% is estimated to be $31.3 million (2020: $28.7 million at
19%). Unrecognized deferred tax assels related to tax losses and potential tax deductions on potential issuance of shares
under employee share programs. These losses and deductions have an indefinite lfe.

Under the terms of agreement between the Company and its subsidiary, Verona Pharma Inc., the Company may incur a
future tax charge relating to the share based compensation deduction that s included in the inter-company service charge.
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12. Goodwill

Group and Company

Asof Asof
December 31, December 31,
pi 020
000 So00s
Asat January 1 545 585
Translation differences recognized in other comprehensive loss o)
As at December 31 545 545

Goodwill represents the exces:
acquisition of Rhinopharma in S

of the purchase price over the fair value of the net assets acquired in connection with the
tember 2006. Goodwill is not amortized, but is ested annually for impairment

The Group has one CGU so goodwill i tested for impairment together with s intangible assets. It was tested with reference
0 the Group's market capitalization as of December 31, 2021, the date of testing of IP R&D and goodwill impairment. The
market capitalization of the Group was approximately $403.3 million as of December 31, 2021, (2020: $405.4 million)
compared to the Group's net assets of $143.8 million (2020: $184.3 million). Consequently, no impairment was required.

13. Intangible assets

Group and Company

Computer
1P R&D software Totat
So00s 0005 So00s S000s

Cost

At January 1, 2020 2,591 25 1611 4221

Additions 27,666 - 296 27962

Translation differences recognized in other

comprehensive loss 148 @ 109) 3

At December 31,2020 30405 2 1798 32,226

Accumulated amortization

At January 1, 2020 - 19 549 568

Charge for year — 4 155 159

Translation differences recognized in other

comprehensive loss = [0} G8) 39

At December 31,2020 — 2 666 688

Net book value

At December 31,2020 30405 i 1132 31538
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13. Intangible assets (continued)

Computer
1P R&D software Total
Sou0s 000 So0s S0

Cost

At January 1, 2021 30,405 23 1,798 32226

Additions 1122 - 313 1495

At December 31, 2021 31,527 23 2171 33721

Accumulated amortization

At January 1, 2021 — 2 666 688

Charge for year - 1 186 187

At December 31,2021 — 2 852 875

Net book value

At December 31,2021 31527 — 1319 32846

Intangible assets comprise patents, computer software and an IP R&D asset that arose on the acquisition of Rhinopharma

and investment in patents to protect ensifentrine.

The IP R&D asset acquired through the business combination was initially recognized at fair value. Subsequent movements
in the assumed contingent liability that relate to changes in estimated cash flows or probabilities of success are recognized
as additions to the P R&D asset that it relates to. The asset is not amortized and i tested annually for impairment.

Patents are amortized over a period of ten years and are tested annually for impairment.

Intangible assets are tested for impairment with goodwill, as the Group has only one cash generating unit. See note 12 for

information about the impairment review.
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14. Property, plant and equipment

Group

Cost

At January 1, 2020

Additions

Translation differences recognized in other comprehensive loss
AtDecember 31,2020

Accumulated depreciation

At January 1, 2020

Charge for the year

Translation differences recognized in other comprehensive loss
At December 31, 2020

Net book value

At December 31,2020

Cost

A January 1,2021
Additions

At December 31, 2021
Accumulated depreciation
At January 1, 2021

Charge for the year

At December 31, 2021

Net book value

At December 31,2021
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14. Property, plant and equipment (continued)

Company
Computer
hardware
So00n
Cost
At January 1, 2020 102
Additions ;
Translation differences recognized in other comprehensive loss o)
AtDecember 31,2020 100
Accumulated depreciation
At January 1, 2020 45
Charge for the year 25
Translation differences recognized in other comprehensive loss @
At December 31, 2020 66
Net book value
At December 31,2020 34
Computer
hardware
o
Cost
A January 1,2021 100
Additions 5
At December 31, 2021 105
Accumulated depreciation
At January 1, 2021 66
Charge for the year 2
At December 31, 2021 88
Net book value
At December 31,2021 17
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15. Right-of-use assets - property leases

Group
The right-of-use asset relates to rented office space in London and North Carolina where the Group generally enters in to
feases for terms of less than three years.
The Consolidated Statement of Financial Position shows the following amounts relating to leases:
Vearended  Year ended
Decamier3t,  December 31,
2021 200
sous o005
Right-of-use assets
Right-of-use assets 899 1,050
899 1,050

Lease liabilities

Current (648) (798)
Non-current (03) 514
951) a312)

In the year ended December 31, 2021, the Group extended its leases on office space in London. $0.4m was added to the
Tease liability and the associated right of use asset.

In the year ended December 31, 2020, the Group entered into a lease on office space in North Carolina. $0.7m was added to
the lease liability and the associated right of use assct. Also in the same year the Group recorded an impairment of $0.3m of
aright-of-use asset relating to office space in New Yok

To calculate the value of the lease liabilities the Group applied a discount rate of 8%. The current leases end in 2023 and
2024 respectively and include options to extend. The Group has determined it is not yet reasonably certain to operate the
option to extend the leases and so has recognized lease payments only to these points in its calculation of the lease
liabilities

The right-of-use lease assets are depreciated over the term of the leases,

The Consolidated Statement of Comprehensive Income includes the following amounts relating to leases:

Verended  Year ended
December 31, December 31,

20t 020
soms S0

Depreciation charge of right-of-use assets

Right-of-use asscts (590) (592)

(590) 592
Interest expense (including finance cost) 6l 100

The total cash outflow for in 2021 was $886,000 (2020: $758,000).
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15 Right-of-use assets - property leases (continued)

Company

for terms of less

o rented office spac

in London where the Group generally enters in to leas

than three years.

‘The Company's Statement of Financial Position shows the following amounts relating to leases:

Vearended  Year ended
December 31, December 31,
2021 00
stous S0
Right-of-use assets
Right-of-use assets 494 482
494 482

Lease liabilities

Current (460) (458)
Non-current @1 an
(81 (535)

In the year ended December 31, 2021, the Company extended its leases on office space in London. $0.4m was added o the
ease liability and the associated right of use asset.

To caleulate the value of the lease labilites the Company chose a discount rate of 8%. The leases end in 2023. The
Company has determined it is not yet reasonably certain to operate the option o extend the leases and so has recognized
lease payments only to this point in its calculation of the lease liabilites.

The right-of-use lease asset is depreciated over the term of the lease.

The Consolidated Statement of Comprehensive Income includes the following amounts relating to leases:

Vearended  Year ended
December 31, December 31,

021 020
So00s S000s

Depreciation charge of right-of-use assets

Right-of-use assets “28) “28)

“28) 428
Interest expense (including finance cost) 34 59

The total cash outflow for lea

in 2021 was $534.0 thousand (2020 $491.0 thousand).

16. Equity interest

As part of the Nuance Agreement, the Company received an equity interest in Nuance Biotech, the parent company of
Nuance Pharma. The equity interest is held at fair value through profit and loss. The equity intcrest was recognized at a
value of $15.0 million. The Group determined that this was the fair value of the cquity interest as it was issued on the same
terms as Nuance Biotech's latest fundraising in November. In December 2021 Nuance Biotech issued equity on identical
terms as in the Nuance Agrecment and the November 2020 fundraising. Management has determined that the fair value of
the cquity interest should be $15.0 million as at December 31,2021
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17. Investment in subsidiaries
Company

The Company has one wholly-owned subsidiary, Verona Pharma, Inc. Rhinopharma Limited, a Canadian company that was
previously a non-operating, wholly-owned subsidiary, was dissolved in June 2021. Rhinopharma Limited was a drug
discovery and development company focused on developing proprietary drugs to treat allergic rhinitis and other respiratory
discases prior o its acquisition by the Company on September 18, 2006

December 31,
2020
so00s

Net book value:

At the start o the year — 1,780

Capital contribution arising from share-based payments - (1,780

Net book amount at the end of year

In year ended December 31, 2020, the Company changed its accounting for its share based payments for employees of
Verona Pharma, Inc. Previously the charge was recognized in Verona Pharma, Inc.; this was cumulatively adjusted and
recorded in Verona Pharma ple.

The Company’s investments comprise interests in Group undertakings, details of which are shown below:

Verona Pharma

Inc
Country of incorporation Delaware

UsA
Deseription of shares held 50,001

Common stock
Proportion of shares held by the Company 100%

Verona Pharma Ine. was incorporated on the 12 December 2014 under the laws of the State of Delaware, USA and has its
registered office at 2711 Centerville Road, Suite 400, City of Wilmington 19808, County of New Castle, Delaware, United
States of America.
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18. Prepayments and other receivables

Group
December
S
000
Prepayments 4057
Other receivables 2,060
‘Total prepayments and other receivables 6117

The prepayments balance includes prepayments for insurance and clinical activites.

Company
Decemb
000 000
Prepayments 4048 4529
Other receivables 1987 1647
Amounts due from group undertakings 1246

Total prepayments and other receivables

7422

Amounts due from group undertakings are unsecured, interest free and repayable on demand. The prepayments balance
includes prepayments for insurance and clinical activiics.

8




image228.png
VERONA PHARMA PLC
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2021

19. Share Capital

The movements in the Company's share capital are summarized below:

Number of
Date Description shares amounts in 0005
‘As at December 31, 2019 105,326,638 7,265
March 26, 2020 Vesting of RSUs 557,080 52

May 12,2020 Vesting of RSUs 267,288 16

July 10,2020 Vesting of RSUs 55.000 3

Tuly 23,2020 Private placement 355,831,184 2,701
August 5, 2020 Vesting of RSUs 267,296 17
November 2, 2020 Vesting of RSUs 615,296 36
December 22, 2020 Exercise of options 54,664 4
December 30, 2020 Issuance of shares 25,000,000 1700
As at December 31, 2020 488,304,446 31,794
June 14,2021 Issuance of shares 12712 1

June 15,2021 Issuance of shares 185,336 13
June 16,2021 Issuance of shares 2400 —

June 17,2021 Issuance of shares 125,680 9

June 18,2021 Issuance of shares 23,200 2

June 21,2021 Issuance of shares 84,576 6

June 22,2021 Issuance of shares 800 =
August 26, 2021 Issuance of shares 438,400 30

As at December 31,2021 489,177,550 31,855

AII 489,177,550 issued ordinary shares at December 31, 2021 are allotted, unrestricted, called up and fully paid. All issued
shares rank pari passu except for 48,088,896 non-voting ordinary shares. All shares have a par value of £0.05.

At the Annual General Meeting held on April 27, 2021, sharcholders approved the resolution to authorize the dircctors to
allot shares in the Company, or grant rights to subscribe for, or to convert any security into shares in the Company, up to an
agaregate nominal amount of £24,415,222.30, or 488,304,446 ordinary shares. As at December 13, 2021, £43,655 of this
nominal amount, or 873,104 ordinary shares, had been issued.

Treasury shares

The Group holds shares in an employee benefit trust, to satisfy share based compensation awards and these share are
accounted for as treasury shares. As at December 31, 2021, 9,094,584 shares were held in treasure, at a nominal value of
5603 thousand (2020: 25,000,000 shares, nominal value $1.7 million),

20. Private placement

Tn July 2020, Verona Pharma raised approximately $200 million in a private placement with new and existing institutional
and aceredited investors (the "Private Placement"). The Private Placement comprised a private placement of 355,831,184
newly issued ordinary shares, of which 307,520,072 were represented by 38,440,009 new ADSs at a price of $4.50 per
ADS, and 48,088,896 were newly issued non-voting ordinary shares and 222,216 were newly issued voting ordinary shares,
at the equivalent price of $0.5625 per ordinary share.
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21. Share-based payments charge
Group and Company

The Company op aff.

tes various share based payment incentive schemes for it

In accordance with IFRS 2 "Share Based Payments," the cost of equity-settled transactions is measured by reference to their
fair value at the date at which they are granted. For transactions with employees fair value is determined using the Black-
Scholes model. The cost of equity-settled transactions is recognized over the period until the award vests. No expense is
recognized for awards that do not ultimately vest. At each reporting date, the cumulative expense recognized for equity-
based transactions reflects the extent to which the vesting period has expired and the number of awards that, in the opinion
of the Directors at that date, will ltimately vest

The costs of equity-settled share-based payments to employees are recognized in the Statement of Comprehensive Income,
together with a cortesponding increase in equity during the vesting period. During the twelve months ended December 31,
2021, the Company recognized a share-based payment expense of $25.4 million (2020: $22.2 million). The charge is
included in selling, general and administrative costs as well as in rescarch and development costs and represents the current
‘year' allocation of the share based payment expense.

The Company operates an Unapproved Share Option Scheme under which options were issued before 31 December 2016,
The Company also operates a tax efficient EMI Option Scheme under which options were issued before 31 December 2016.
In 2017 the Company commenced the 2017 Incentive Award Plan under which the Company grants share options and
restricted stock units ("RSUS") to employees and directors. Al options and RSUS vest over terms of between one and four
years,

In the year ended December 31, 2019, the Company modified the terms of all the RSUs issued prior to January 1, 2019, to
include a market condition that the Company's share price must be maintained above of £2 per ordinary share for thirty
days, in addition to the service condition. As at December 31, 2020, this approximated to $21.90 per ADS. The RSUs vest
after a five year tem irrespective of whether the £2 market condition was met. This modification did not result in an
increase in the fair value of the RSUs. The RSUs issued in the year ended December 31, 2019, also include the same market
condition and five year term.

In the year ended December 31, 2021, under the 2017 Incentive Award Plan, the Company granted 1,696,000 (2020:
2,096.285) share options and 3,030,928 RSUs (2020 62,566.271). The total fair values of the options and RSUs were
estimated using the Black-Scholes option-pricing model for equity-settled transactions and amounted to $75.9 million
(2020: $62.1 million). The cost is amortized over the vesting period of the options and RSUS on a straight-line basis. The
following assumptions were used for the Black-Scholes valuation of share options and RSUs granted in 2020 and 2021:

Tsued in 2020 Options Restriced stock units
‘Number granted 2,096,285 62,566,271
Risk-free interest rate 0.39%-0.82%

Expected life of options 5.5-7 years

Annualized volatlity 67.98% - 69.71%

Dividend rate 0.00%

Vesting period 1104 years 104 years
Lsued in 2021 Options Restricted stk uits
‘Number granted 1,696,000 3,030,928
Risk-free interest rate 0.79%-132%

Expected life of options 5-7 years

Annualized volatlity §5.35% - §7.68%

Dividend rate 000 %

Vesting period 0t04 years 0104 years
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21. Share-based payments charge (continued)

The Company had the following share options movements in the year ended December 31, 2021
Yarof  Exerise Aty O Options  Options  Options At December
e price® _LI0N__ ganed _ cwrcwed _forfeted __expired 31,2021 Expiry date
013 306 30000 = = = = 50000 Aprl 15,2023
2013 50 600 = = = — oo July 29,2023
014 200 16000 — — = — o May 15,2024
2015 s 2200 00 January 20,2025
2016 20 122000 - - - S 200 Febary o206
2016 240 61000 = = = — om0 August 3, 2026
016 249 20000 = = — — 200000 September 13,2026
2016 265 30000 300000 September 26,2026
2017 170 3070 - ~ = e April 26,2027
017 195 20000 = = = - 20000 May 26,2027
017 e oo - —  asoom - - Jane 14,2027
2018 2 1s610 = T — o March 8, 2026
019 01 3a026m = BT — 2ama March 20,2029
2019 0% 34600 120000y June 11,2029
2009 05 100000 = ~ = — August 22,2020
2019 057 st = — oo — November 26, 2029
2020 o 1sso0 = — amso - Mareh3,2030
200 om w10 491200 September 24,2030
021 06 R . — — om0 October 4, 2031
2021 073 — s — o — w00 May 26,2081
201 o078 — 5w - - — s August 8, 2031
“Totat 3567 1ev60m Giam 12,695,200
The Company had the following RSU movements in the year cnded December 31, 2021:
gyl Unis units Units At Decomber
Yearofissue 2021 granted vested forfeited 31,2020 Expiry aate
17 2680 = = — 182680 “Apri 26,2027
2018 o072 309 0264 March 5 2028
2019 man - - 8352) w10 March 20,2029
200 267304 = (67308 — — Marh 3, 2030
200 7372864 — ease — o May7,2030
200 53,776,168 QO6ITA0N (940224 3121876 August 20,2050
2021 - 34928 @76200) - 158728 Jamuary 25, 2031
2021 = 116000 57.000) — 20000 March 1,201
021 — 22000 - — 22000 November 14,2031
P == 0000 = = 000 December 13, 2031
“Totat G130 sowmom _ (e _ gensw _ s
Outstanding ~ and  exercisable  share  options by  scheme  as  of  December 31, 2021:
Weighted
ghtcd wversge  cxcreise price
exercscpriceins S for
Plan Oustanding ___Exercisable __“for Outtanding__ Exercisable
2017 Incentive Award Plan 10721200 8,203,240 130 7
EMI 114,000 114,000 254 254
Unapproved 1860000 1,860,000 251 251
Total 12.695.200 __10.177.240 635 622
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21. Share-based payments charge (continued)

“The options outstanding at December 31, 2021, had a weighted average remaining contractual life of 6.5 years (2020: 7.3
years). For 2020 and 2021, the number of options granted and expired and the weighted average exercise price of options

were

At January 1, 2020
Options granted in 2020:
Employees
Directors
Options exercised in the year
Options forfeited
Options expired
At December 31,2020
Exercisable at December 31, 2020

At January 1, 2021
Options granted in 2020:
Employees
Dircetors
Options exercised
Options forfeited
Options expired
At December 31, 2021
Exercisable at December 31, 2021

The following  table  shows

At January 1, 2020
Granted:
Employees
Directors
RSUS vested in the year
RSUs forfeited in the year
At December 31, 2020

the

number

as

W
Number of
options’

14,179,196

1,725,085
371,200
(54.664)
(2,506,017)
(589,128)

13,125,672

Number of
options’

13,125,672

1,120,000
576,000

(2,126472)

follows:
cighted average
exercise price

)

153

071
0.79
075
153

193

1.41

49,296

of RSUs issued, and  forfeited

vested

in 2020,

Number of
RsUs

1,602,969

42,662.791
19,903,480
(2,091,960)

(84.920)
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21. Share-based payments charge (continued)

The following table shows the number of RSUs issued, vested and forfeited in 2021

Number of
RsUs
At January 1, 2021 61,992,360
Granted:
Employees 2,385,824
Directors 645,104
RSUs vested in the year (24,673,352)
RSUs forfeited in the year (2,002584)
At December 31, 2021 8347352

22. Derivative financial liabil

Group and Company

On July 29, 2016, the Company issued 31,115,926 units to new and existing investors at the placing price of £1.4365 per
unit. Each unit comprises one ordinary share and one warrant

The warrant holders can subscribe for 0.4 of an ordinary share at a per share exercise price of £1.7238. The warrant holders
can opt for a cashless exercise of their warrants, whereby the warrant holders can choose to exchange the warrants held for
reduced number of warrants exercisable at nil consideration. The reduced number of warrants is calculated based on a
formula considering the share price and the exercise price of the warranis. The warrants are therefore classified as a
derivative financial liability, since their exercise could resultin a variable number of shares to be issued.

‘The warrants eniitled the investors to subseribe in aggregate, a maximum of 12,401,262 shares. The warrants can be
exercised until May 2, 2022,

In the year ended December 31, 2021, no warrants were forfeited (2020 nil).

The table below presents the assumptions in applying the Black-Scholes model to determine the fair value of the warrants.

Asof December  As of December

o2t 3020
Shares available to be issued under warrants 12400262 12,401,262

Exercise price £ 1T £ 138

Riskefree interest rate: 0.07% —%
Expected term (o exercis 033years  L33years
Annualized volaility 516% 1054 %
Dividend rate —% —%
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24. Assumed contingent liability related to the business combination

“The value of the assumed contingent liability as of December 31, 2021 is $36.5 million (2020: $31.6 million). The increase
in value of the assumed contingent liability during 2021 amounted to $4.9 million (2020: $30.1 million)

As at May 13, 2020, the Group determined that it had moved from Phase 2 of ensifentrine’s clinical development plan to
Phase 3. As a consequence, the probability of success changed, reducing the risk-weighting adjustment applicd to estimated
cashflows. Furthermore, the Group had carried out market research and updated its forccasts for ensifentrine’s revenue for
the maintenance treatment of chronic obstructive pulmonary disorder using a nebulized formulation in the U.S. The Group
therefore updated estimated cashflows in the second quarter of 2020.

As at June 9, 2021 Verona signed an agreement granting Nuance Pharma the exclusive rights to develop and commercialize
products containing ensifentrine in Greater China. The Group estimated potential cashflows from the agreement and
accordingly remeasured the contingent liability

The expected cash flows are based on estimated future royalties payable, derived from sales forecasts, including expected
timings of these sales, and an assessment of the probability of success using standard market probabilitics for respiratory
drug development. The risk-weighted valuc of the assumed contingent arrangement is discounted back o its net present
value applying an effective interest rate of 12%

20m 200
Sous So0s
January 1 31,609 1463
Re-measurement of contingent obligation 1122 27,666
Foreign exchange differences recognised in loss for the period 34 2
Unwinding of discount factor 3793 2235
Translation differences recognised in other comprehensive loss 223
December 31 36490 __ 31609

The fair value of the contingent obligation is approximately $43 million. This is calculated using its current discount rate.
Because of the unobservable inputs in the model, the fair value is classified under Level 3 of the fair value hierarchy.

For the amount recognized as at December 31, 2021, of $36.5 million, the effect if underlying assumptions were to deviate
up or down is presented in the following table (assuming the probability of success does not change):

Prababilty of  Revenue (up /

success (p /| down 10 %
down3%pt " pts)
000 0005
Variable up 39,202 39,776
Base case, reported fair value 36,490 36,490
Variable down 33779 33,205

25. Term loan

On November 19, 2020, the Group (the “Borrowers”) entered into  term loan facility of up to $30.0 million (the “Term
Loan"), consisting of term loan advances in an aggregate amount of $5.0 million funded at closing, and potentially two
further advances of $10.0 million and $15.0 million

The agreement bears interest at the WSJ prime rate plus 1.25% per annum subject to a minimum of 4.25%, The Term Loan
provides for interest-only payments on a monthly basis until the payment date immediately preceding December 1, 2023
Thereafier, amortization payments will be payable monthly in twelve cqual installments of principal plus monthly payments
of acerued interest.

Upon repayment the Borrowers are required to make a final payment of 10% of the ageregate Term Loans advanced. This
final payment, which is currently $0.5 million has been recorded as a debt discount and is being acereted to the carrying
value of the debt using the effective interest metho. In addition the Borrowers may prepay the Term Loan in full subject to
a prepayment fee of $450,000 plus 3% of the term loans advanced, reducing o $150,000 plus 1% of the term loans
advanced.

The Term Loan s sccured by a licn on substantially all of the assets of the Borrowers, other than intellectual property and
the equity interests of Verona Pharma, Inc. provided that such lien on substantially all assets includes any rigts to
payments and proceeds from the sale, licensing or disposition of intellectual property. The Borrowers have also granted a
negative pledge with respect to intellectual property.

9%
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25. Term loan (continued)

In connection with the Term Loan the Company incurred deb issuance costs totaling approximately $400 thousand. These
costs are deducted from the carrying amount of the debt and are being amortized over the estimated term of the deb using
the effective interest method.

As of December 31, 2021, the camying value of the term loan was approximately $4.9 million, of which all was duc in
greater than 12 months. The carrying amount of the debt approximates its fair value based on prevailing interest rates as of
the balance sheet date.

The loan agreement contains customary covenanis, representations, provisions and indemnification rights. The loan
agreement includes a minimum cash covenant triggered when the Borrowers' consolidated cash and cash equivalents drop
below $45.0 million at any time after certain events, including negative data from certain clinical trials, the issuance by the
USS. Food and Drug Administration of a complete response letter with respect to a New Drug Application submitied for
ensifentrine, and failure to achieve certain regulatory milestones.

26. Contingent liability

Subscquent to the Effective Date, of the Nuance Agreement (sce note 7) Ligand notified the Group that it belicves that
Nuance Pharma is a sub-licensee under the Ligand Agreement and that the Group is therefore under an obligation to make a
sublicense payment to Ligand equal to 25% of the $40.0 million pfront transaction price. The Group does not belicve it has
granted a sublicense of or otherwise transferred to Nuance any Ligand intellectual property or know how and therefore the
Group believes that it is not under any obligation to pay the requested sum to Ligand.

27. Related parties transactions and other shareholder matters

@) Related party iransactions

The Directors have authority and responsibility for planning, dirccting and controlling the activities of the Company and
they therefore comprise key management personnel as defined by IAS 24, ("Related Party Disclosures").

Directors and key management personnel remuneration is disclosed in note 9
(i) Other shareholder maters

The Company has entered into the following arrangements with parties who are significant sharcholders of the Company,
though they are not classed as related parties;

The Company entered into relationship agreements with Vivo Ventures Fund VII, L.P., Vivo Ventures VI Affiliates Fund,
LP., Vivo Ventures Fund VI, LP., Vivo Ventures VI Affiliates Fund, LP. (collectively, "Vivo Capital"), Orbimed Private
Investments VI LP. ("Orbimed") and Abingworth Bioventures VI LP. ("Abingworth"). As agreed in these relationship
agreements, the above parties invested in the Company as part of the July 2016 Placement, and the Company agreed to
appoint representatives designated by Vivo Capital, OrbiMed and Abingworth to the board of directors, who are
Dr. Mahendra Shah, Mr. Rishi Gupta, and Dr. Andrew Sinclair

The appointment rights within the relationship agreement with Arix and Arthurian terminated on closing of the Global
Offering on April 26, 2017. Dr Cunningham agreed to continue to serve on the Company’s board of directors as an
independent director. The respective appointment rights under the remaining relationship agreements will automatically
terminate upon (i) Vivo Capital, OrbiMed or Abingworth (or any of their associates), as applicable, ceasing to beneficially
hold 6.5% of the issued ordinary shares, or (ii) the ordinary shares ceasing to be admitted to ATM.

Year ended December 31, 2021

During the year ended December 31, 2021, 529,104 and 105,824 RSUs that were issued to Dr. Zaccardelli and Mr. Hahn,
respectively, vested. These shares were paid in lieu of salary and were issued on January 28, 2021

During the year ended December 31, 2021 , each member of the board of directors was awarded RSUs or share options. Ms
Deschamps was awarded 116,000 RSUs. Dr. Ebsworth, Dr. Cunningham, Dr. Edwards, Dr. Shah, Mr. Sinha and Dr.
Ullman, Mr Gupta, Dr. Sinclair and Ms Deschamps were cach awarded 64.000 share options.

Year ended December 31, 2020

During the year ended December 31, 2020, Dr. Jan-Anders Karlsson, the Company’s former CEO, and Piers Morgan, the
Company’s former CFO, resigned and were replaced by Dr. David Zaccardelli as CEO and President, and Mark Hahn as
CFO.

Dr. Jan-Anders Karlsson's severance agreement included severance pay equal to £479,160, a cash bonus of £40,000, a

payment as compensation of termination of employment of £100,000 and base salary in lieu of notice of £363,000. Other
benefits included continued medical and life insurance and continued pension contributions until February 28, 2021
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27. Related parties transactions and other shareholder matters (continued)

Piers Morgan's severance agreement included severance pay equal to £123,930 as payment in lieu of notice, a cash bonus of
£82,620, ex gratia compensation of £30,000 and £40,000 additional compensation for termination of employment.

Pursuant to the terms of his employment agreement Dr. Zaccardelli is entitled to receive an annual base salary of $750,000,
payable $250,000 in cash and 500,000 in restricted stock units, and a target annual bonus opportunity of 50% of his annual
base salary. Dr. Zaccardelli is also entitled to receive an award of restricted stock units, equal to 4% of the Company's
outstanding ordinary shares, and an additional award of restricted stock units if the Company raises additional equity capital
during fiscal year 2020, which is intended to result in Dr. Zaccardelli’s equity awards (other than the portion of his base
salary payable in restricted stock units) being equal to 4% of the Company's outstanding ordinary shares on the applicable
date of issuance. Following the Private Placement in July, 2020, Dr. Zaccardelli received this additional award.

Pursuant to the terms of his employment agreement Mr. Hahn is entitled to reccive an annual base salary of $500,000,
payable $250,000 in cash and $250.000 in restricted stock units, and a target annual bonus opportunity of 50% of his annual
base salary. Mr. Hahn i also entitled to receive an initial award of restricted stock units, equal to 3% of the Company's
outstanding ordinary shares and an award of restricted stock units equal to 1% of the Company's outstanding ordinary shares
after six months of employment. He was also entitled to an additional award of restricted stock units should the Company
raise additional equity capital during fiscal year 2020, which is intended to result in Mr. Hahn's equity awards (other than
the portion of his base salary payable in restricted stock units) being equal 1o 4% of the Company's outstanding ordinary
shares on the applicable date of issuance. Following the Private Placement in July 2020 Mr. Hahn received this additional
award,

During the year ended December 31, 2020, 534,592 and 267,288 RSUs that were issued to Dr. Zaccardelli and Mr. Hahn,
respectively, vested. These shares were paid in lieu of salary and were issued on May 12, August 5 and November 2, 2020,

Pursuant o their employment agreements, during the year ended December 31, 2020, Dr. Zaccardelli and Mr. Hahn were
cach awarded an aggregate of 18,494,685 RSUs equal to 4% of the Company's outstanding ordinary shares as of July 23,
2020.

During the year ended December 31, 2020, Ms Poll and Dr. Rickard were awarded 2,720,00 and 3,067,152 RSUs
respectively and 100,000 options cach.

During the year ended December 31, 2020, each member of the board of directors was awarded RSUS or share options. Dr.
Ebsworth, Dr. Cunningham, Dr. Edwards, Dr. Shah, Mr. Sinha and Dr. Ullman were cach awarded 116,000 RSUs. Mr
Gupta and Dr. Sinclair were each awarded 185,600 share options,

In connection with the Private Placement, certain Dircetors and an Officer of the Company (the “Participating Dircetors and
Officer”) subscribed for new ordinary shares at a price of $0.5625, or £0.45, or ADSs at a price of $4.50.

A summary of the Participating Directors and Officers is shown below:

Name de Amount Number of shares
Dr. Ebsworth Chairman t 100,000 22216
Dr. Zaccardelli President & CEO s 249,998 444,440
Mr. Sinha Director s 299,997 533,328
(through connected persons)

Dr. Ullman Director s 149,983 266,664
Dr. Edwards Director s 29,997 53,328
Mr. Hahn CFO s 100,004 177,784
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