CL 224

Dear Sirs,

| have just been brought up to speed on the proposals included in FRED
31.

Whilst | agree with the basic principle that when an entity receives
goods or other services in exchange for a share-based paynent then it
shoul d recogni se an expense. | nust say that | find what is proposed to
be over conplicated and not very sinple!

| amin a small private biotech conpany and woul d be unable to tell you
what 'fair value' of our shares is. W have agreed a value with the

I nl and Revenue and the investors in the Conpany have agreed a val ue
when they invested. No doubt the Black Scholes valuation will come up
with a different nunber. So that makes three valuations all of which

wi |l probably be different. Wiy cant we use sone sense in the valuation
and use the value the investors used. Wiy use the Bl ack Schol es net hod
that few peopl e understand?

As for what happens if options are repriced and the charge cal cul ated
before the repricing carries on in addition to the charge for the
repriced options this does not make sense to ne at all. The accounts of
conpani es, for exanple, who have |ost 99% of their share price (not
unconmmon these days, unfortunately) would | ook very strange indeed.

The proposals in FRED 31 would al so seemto require a fair anmount of
di scl osure. This neans that renuneration, derivatives and share based
paynments di sclosures will take up the najor part of a company's
financial statements. | don't think that this can be right.

From ny conpany's point of view the calculation of a FRED 31 charge
woul d be done at the year end. We woul d probably have to pay our
accountants to do the calculation and they would then conme up with a
nunber to put in our accounts and | would have to try and explain it to
the Board. There maybe even an effect of conpani es not issuing shares
as a direct result of the proposals.

Regar ds,

JimSutcliffe

Fi nance Manager

Di rect phone - (01223) 765359

Fax - (01223) 333841

www. par adi gmt her apeuti cs. co. uk <http://ww. paradi gm
t her apeuti cs. co. uk/ >

Par adi gm Therapeutics Limted
Physi ol ogi cal Laboratories
Downi ng Street

Canbri dge

CB2 3EG

Conmpany Regi stered number - 3585995



No | egally binding conmitrment will be created by this e-mail message.
VWher e Paradi gm Therapeutics Linmted intends to create a |egally binding
commitment this will be made through hard copy correspondence or
docunentation. The information transmtted is intended only for the
person or entity to which it is addressed and nay contain confidentia
and/or privileged material. Any reading, review, copying,

redi stribution, retransm ssion, dissenination, disclosure or other use
of, or taking of any action in reliance upon, this information by
persons or entities other than the intended recipient is prohibited. If
you are not the intended recipient please contact the sender

i medi ately and delete the material fromyour conmputer. E-mail may be
susceptible to data corruption, interception, viruses and unauthori sed
amendnent and Paradi gm Therapeutics Linmted does not accept liability
for any such corruption, interception, viruses or anmendnent or the
consequences thereof.

Par adi gm Therapeutics Limted is conmitted to followi ng policies that
protect your privacy and conply with current international data
protection | aws and regul ations in respect of personal data.



