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Item 1. Financial Statements

SMARTKEM, INC.
Condensed Consolidated Balance Sheets
(Unaudited)

(in thousands, except number of shares and per share data)

June 30, December 31,
2025 2024
Assets
Current assets
Cash and cash equivalents $ 1,152 $ 7,141
Research and development tax credit receivable 842 519
Prepaid expenses and other current assets 1,436 849
Total current assets 3,430 8,509
Property, plant and equipment, net 174 269
Right-of-use assets, net 678 120
Other assets, non-current — 6
Total assets $ 4,282 $ 8,904
Liabilities and stockholders’ (deficit) / equity
Current liabilities
Accounts payable and accrued expenses $ 3,071 $ 1,791
Lease liabilities, current 243 47
Other current liabilities 674 450
Total current liabilities 3,988 2,288
Lease liabilities, non-current 421 25
Total liabilities 4,409 2,313
Contingencies (Note 7) — —
Stockholders’ (deficit) / equity:
Preferred stock, par value $0.0001 per share, 10,000,000 shares authorized, 0 and 856 shares
issued and outstanding, at June 30, 2025 and December 31, 2024, respectively o o
Common stock, par value $0.0001 per share, 300,000,000 shares authorized, 4,441,165 and
3,590,217 shares issued and outstanding, at June 30, 2025 and December 31, 2024, respectively o o
Additional paid-in capital 123,201 122,316
Accumulated other comprehensive loss (4,174) (1,105)
Accumulated deficit (119,154) (114,620)
Total stockholders' (deficit) / equity (127) 6,591
Total liabilities and stockholders’ (deficit) / equity $ 4,282 $ 8,904

The accompanying notes are an integral part of these unaudited interim condensed consolidated financial statements.
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SMARTKEM, INC.

Condensed Consolidated Statements of Operations and Comprehensive Loss

Revenue
Cost of revenue
Gross profit

Other operating income

Operating expenses
Research and development
General and administrative
(Gain) / loss on foreign currency transactions
Total operating expenses

Loss from operations

Non-operating income / (expense)
Gain / (loss) on foreign currency transactions
Change in fair value of the warrant liability
Interest income / (expense)
Total non-operating income / (expense)

Loss before income taxes
Income tax refund / (expense)
Net loss
Preferred stock deemed dividends
Net loss attributed to common stockholders

Weighted average shares outstanding - basic and diluted

Common share data:

Basic net loss per common share
Diluted net loss per common share
Dividend per common share

Net loss

Other comprehensive loss:
Foreign currency translation

Total comprehensive loss

The accompanying notes are an integral part of these unaudited interim condensed consolidated financial statements.

(Unaudited)

(in thousands, except number of shares and per share data)

Three Months Ended June 30,

Six Months Ended June 30,

2025 2024 2025 2024
$ 32§ 40 S 55 40
28 32 29 32

4 8 26 8

279 236 530 438

2,426 1,158 3,923 2,434

2,360 1,844 4,369 3,206

(131) 19 (226) 32

4,655 3,021 8,066 5,672
(4,372) @,777) (7,510) (5,226)
1,970 (243) 2,939 (249)

— (81) — 672

3 3 13 9

1,973 (321) 2,952 432
(2,399) (3,098) (4,558) (4,794)
(Q))] @ 24 @
$ (2,400) S (3,099 $ (4,534) (4,795)
— — — (7,094)
$ (2,400) S (3,099 $ (4,534) (11,889)
8,070,836 3,157,334 7,364,145 2,946,354

$ 030) $ 0.98) $ (0.62) (1.63)
(0.30) (0.98) (0.62) (4.04)

— — — (2.41)

$ (2,400) S (3,099) $ (4,534) (4,795)
(2,064) 174 (3,069) 156

$ 4,464) S (2,925 S (7,603) (4.639)
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Balance at January 1, 2025
Stock-based compensation expense
Issuance of common stock to vendor
Foreign currency translation adjustment
Net loss

Balance at March 31, 2025
Stock-based compensation expense
Issuance of common stock to vendor
Conversion of Preferred stock into common stock
Exercise of warrants into common stock
Foreign currency translation adjustment
Net loss

Balance at June 30, 2025

Balance at January 1, 2024

Stock-based compensation expense

Issuance of stock awards

Issuance of common stock to vendor

Conversion of Preferred stock into common stock

Exchange of Preferred stock into common stock warrants
Deemed dividend on extinguishment of Preferred stock

Cashless exercise of warrants into common stock
Foreign currency translation adjustment

Net loss

Balance at March 31, 2024

Stock-based compensation expense

Issuance of common stock to vendor

Conversion of Preferred stock into common stock
Exercise of warrants into common stock

Fair value of warrants reclassified from liability to equity

Foreign currency translation adjustment
Net loss
Balance at June 30, 2024

SMARTKEM, INC.
lidated St ts of Stockholders’ (Deficit) / Equity
(Unaudited)
(in thousands, except share data)

dC

Preferred Stock Common stock Additional Accumulated other Total
$0.0001 par value $0.0001 par value paid-in comprehensive Accumulated stockholders'
Shares Amount Shares Amount capital income / (loss) deficit (deficit) / equity
856 § — 3,590,217 $ — 3 122,316 (1,105) §  (114,620) $ 6,591
— — — — 250 — — 250
— — 30,000 — 85 — — 85
— — — — — (1,005) — (1,005)
— — — — — — (2,134) (2,134)
856§ — 3,620,217 $ — 122,651 $ (2,110) $  (116,754) $ 3,787
— — — — 260 — — 260
— — 130,000 — 290 — — 290
(856) — 690,788 — — — — —
— — 160 — — — — —
— — — — — (2,064) — (2,064)
— — — — — — (2,400) (2,400)
— 3 — 4441165 $ — $ 123201 § (4174) §  (119.154) § (127)
Preferred Stock Common stock Additional ~ Accumulated other Total
$0.0001 par value $0.0001 par value paid-in comprehensive Accumulated  stockholders'
Shares Amount Shares Amount capital income / (loss) deficit equity

13,765 — 889,668 — $ 104757 $ (1,578) $ (95,066) $ 8,113

— — — — 107 — — 107

— — 3,400 — 21 — — 21

— — 50,000 — 53 — — 53

(3,817) — 436,294 — — — — —
(6,356) — — — — — — —
— — — — 7,069 — (7,094) (25)

— — 388 — — — — —
= = = = = (18) = (18)
— — — — — — (1,696) (1,696)

3592 $ — 1,379,750  $ — § 112,007 $ (1,596) $ (103.,856) $ 6,555

— — — — 207 — — 207

— — 50,000 — 48 — — 48

(2,486) — 284,150 — — — — —

— — 8,000 — 3 — — 3

— — — — 700 — — 700

— — — — — 174 — 174
— — — — — — (3,099) (3,099)

1,106 $ — 1,721,900 $ — § 112965 § (1,422) § (106,955) $ 4,588

The accompanying notes are an integral part of these unaudited interim condensed consolidated financial statements.
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SMARTKEM, INC.
Condensed Consolidated Statements of Cash Flows
(Unaudited)

(in thousands)

Six Months Ended June 30,

2025 2024
Cash flow from operating activities:
Net loss $ (4,534 $ (4,795)
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation 113 125
Stock-based compensation expense 510 336
Issuance of common stock to vendor 375 101
Right-of-use asset amortization 124 125
(Loss) / gain on foreign currency transactions (3,165) 279
Change in fair value of the warrant liability — (672)
Change in operating assets and liabilities:
Accounts receivable — 255
Research and development tax credit receivable (259) (361)
Prepaid expenses and other assets (523) (368)
Other non-current assets — 1
Accounts payable and accrued expenses 1,154 682
Lease liabilities (88) (90)
Other current liabilities 172 (20)
Net cash used in operating activities (6,121) (4,402)
Cash flow from financing activities:
Proceeds from the exercise of warrants — 3
Net cash provided by financing activities — 3
Effect of exchange rate changes on cash 132 (86)
Net change in cash (5,989) (4,485)
Cash, beginning of period 7,141 8,836
Cash, end of period $ 1,152 $ 4,351
Supplemental disclosure of cash and non-cash investing and financing activities
Issuance of common shares for consulting services $ 375 $ 53
Right-of-use asset and lease liability additions $ 653 $ 55

The accompanying notes are an integral part of these unaudited interim condensed consolidated financial statements.
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SMARTKEM, INC.
Notes to the Unaudited Cond dC lidated Fi jal S .

1. GENERAL
Organization

SmartKem, Inc. (“SmartKem” or the “Company”’) a Delaware corporation, formerly known as Parasol Investments Corporation
(“Parasol”), was formed on May 13, 2020, and is the successor, as discussed below, of SmartKem Limited, which was formed under
the Laws of England and Wales. The Company was founded as a “shell” company registered under the Exchange Act, with no specific
business plan or purpose until it began operating the business of SmartKem Limited following the closing of the Exchange described
below.

On February 23, 2021, Parasol entered into a Securities Exchange Agreement (the “Exchange Agreement”), with SmartKem Limited.
Pursuant to the Exchange Agreement all of the equity interests in SmartKem Limited, except certain deferred shares which had no
economic or voting rights and which were purchased by Parasol for an aggregate purchase price of $1.40, were exchanged for shares
of Parasol common stock, par value $0.0001 per share (“common stock”), and SmartKem Limited became a wholly owned subsidiary
of Parasol (the “Exchange”).

As aresult of the Exchange, Parasol legally acquired the business of SmartKem Limited, and continues as the existing business
operations of SmartKem Limited as a public reporting company under the name SmartKem, Inc.

Business

The Company is seeking to change the world of electronics with a new class of transistor developed using its proprietary advanced
semiconductor materials that the Company believes has the potential to revolutionize the display industry. The Company’s
TRUFLEX® semiconductor polymers enable low temperature printing processes that are compatible with existing manufacturing
infrastructure to deliver low-cost, high-performance displays. The Company’s semiconductor platform can be used in a range of
display technologies including MicroLED, LCD and AMOLED, as well as in applications in advanced computer and Al chip
packaging, sensors, and logic.

The Company designs and develops its materials at its research and development facility in Manchester, UK and provides prototyping
services at the Centre for Process Innovation (“CPI”) in Sedgefield, UK. The Company also operates a field application office in
Hsinchu, Taiwan, close to its collaboration partner, The Industrial Technology Research Institute of Taiwan (“ITRI”). With its
collaboration partners, the Company is developing a commercial-scale production process and Electronic Design Automation (EDA)
tools for its materials to demonstrate the commercial viability of manufacturing a new generation of displays using the Company’s
materials. The Company has an extensive IP portfolio including 140 granted patents across 17 patent families, 14 pending patents and
40 codified trade secrets.

Risk and Uncertainties

The Company’s activities are subject to significant risks and uncertainties including the risk of failure to secure additional funding to
properly execute the Company’s business plan. The Company is subject to risks that are common to companies in the development
stage, including, but not limited to, development by the Company or its competitors of new technological innovations, dependence on
key personnel, reliance on third party manufacturers, protection of proprietary technology and compliance with regulatory
requirements.

The Company has entered into annual framework services agreements with CPI Innovation Services Limited (“CPIIS”), the
commercial trading company for CPI, pursuant to which the Company purchases services consisting primarily of access to CPI
process equipment required for fabrication as well as access to CPI staff with specific skills, to the extent required, at specified costs,
including a minimum annual spending requirement. The Company’s most current agreement with CPIIS expired on March 31, 2025,
but has been extended as described below.
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SMARTKEM, INC.
Notes to the Unaudited Cond dC lidated Fi jal S .

CPIIS has been reviewing the operation of the clean room facility used by the Company and has advised the Company that it intends
to reduce the facility’s operating costs by, among other things, consolidating its clean rooms and seeking to pass more of its operating
costs to users including the Company. The Company has entered into a number of short-term extensions of the current CPIIS
agreement pursuant to which the term of the current CPIIS agreement has been extended to December 31, 2025. Under the terms of
the extensions, the Company has agreed to an increase in its share of the costs of the CPI facility during the extension period. As a
result, subsequent to March 31, 2025, the Company’s costs at the CPI facility have increased significantly. The Company expects that
any longer-term agreement with CPIIS will require the Company to bear additional costs and that such costs will continue to be
significantly higher than under the most recent agreement.

The Company and CPIIS have been negotiating the terms of a proposed three-year license agreement under which the Company
would consolidate its operations in one clean room at the CPI facility and would pay a portion of the costs of relocating equipment to
that clean room. The Company expects that the license agreement will be terminable by the Company upon not less than six-months’
notice and the payment of certain associated costs. Although no license agreement has been entered into as of the date of this Report,
the Company expects that its costs under the license agreement will be somewhat less than under the most recent extension of the
current framework services agreement but will be significantly higher than under the original terms of that agreement. Upon the
execution and delivery of the license agreement, the most recent extension will expire.

Subject to the receipt of adequate capital financing, the Company will continue to explore options to perform its prototyping services.
The Company believes that adequate alternative sites are available for that purpose and is assessing the most effective allocation of
capabilities between its UK and Taiwan sites. In the event that the Company decides to move its prototyping operation to an
alternative facility, the Company believes that the move would take between two and nine months, depending on equipment
availability and any required facility modifications, during which time the Company would incur additional costs to prepare the new
facility and install any necessary equipment. In such event, the Company intends to schedule its prototyping activities to minimize
any disruption to those operations and would use ITRI’s prototyping line as an interim facility for such work.

The Company has approximately 11 employees located at CP1. Even if the Company is able to locate a suitable replacement facility
on acceptable terms, there is no assurance that the key employees at CPI would accept positions at a new facility, particularly if it is
located remotely from the CPI facility. Even if the Company locates a suitable replacement facility, it is possible that the Company’s
ability to engage in product development, prototyping of demonstration products and process improvement activities may be
significantly delayed as a result of the relocation of those functions.

Going Concern

The Company has incurred continuing losses including net losses of $4.5 million for the six months ended June 30, 2025. The
Company’s cash as of June 30, 2025 was $1.2 million with net cash used in operating activities of $6.1 million for the six months
ended June 30, 2025. The Company anticipates operating losses to continue for the foreseeable future due to, among other things,
costs related to research funding, further development of our technology and products and expenses related to the commercialization
of our products.

The Company expects that its cash and cash equivalents of $1.2 million as of June 30, 2025 will not be sufficient to fund its operating
expenses and capital expenditures for the 12 months from the issuance of these financial statements. In the event that the Company is
unable to raise additional capital in the near term, it may have to curtail its operations or seek protection under applicable bankruptcy
or insolvency laws.

Beyond its near term need for capital, the Company’s future viability will continue to be dependent on its ability to raise additional
capital to fund its operations. The Company will need to obtain additional funds to satisfy its operational needs and to fund its sales
and marketing efforts, research and development expenditures, and business development activities. Until such time, if ever, as the
Company can generate sufficient cash through revenue, management’s plans are to finance the Company’s working capital
requirements through a combination of equity offerings, debt financings, collaborations, strategic alliances and marketing, distribution
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SMARTKEM, INC.
Notes to the Unaudited Cond dC lidated Fi jal S .

or licensing arrangements. If the Company raises additional funds by issuing equity securities, the Company’s existing security
holders will likely experience dilution. If the Company borrows money, the incurrence of indebtedness would result in increased debt
service obligations and could require the Company to agree to operating and financial covenants that could restrict its operations. If
the Company enters into a collaboration, strategic alliance or other similar arrangement, it may be forced to give up valuable rights.
There can be no assurance however that such financing will be available in sufficient amounts, when and if needed, on acceptable
terms or at all. The precise amount and timing of the funding needs cannot be determined accurately at this time, and will depend on a
number of factors, including the market demand for the Company’s products and services, the quality of product development efforts,
management of working capital, and continuation of normal payment terms and conditions for purchase of services.

There is substantial doubt that the Company will be able to pay its obligations as they fall due, and this substantial doubt is not
alleviated by management plans. The condensed consolidated financial statements as of June 30, 2025 have been prepared assuming
that the Company will continue as a going concern. Accordingly, the consolidated financial statements do not include any adjustments
to the amounts and classification of assets and liabilities that may be necessary should the Company be unable to continue as a going
concern.

Basis of Presentation

The unaudited interim condensed consolidated financial statements of the Company as of June 30, 2025 and December 31, 2024 and
for the three and six months ended June 30, 2025 and 2024 should be read in conjunction with the audited consolidated financial
statements and notes thereto included in the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2024
(the “Annual Report”), which was filed with the Securities and Exchange Commission (the “SEC”) on March 31, 2025 and may also
be found on the Company’s website (www.smartkem.com). In these notes to the interim condensed consolidated financial statements
the terms “us,” “we” or “our” refer to the Company and its consolidated subsidiaries.

These interim condensed consolidated financial statements are unaudited and were prepared by the Company in accordance with
accounting principles generally accepted in the United States of America (“GAAP”) for interim reporting and with the SEC’s
instructions to Form 10-Q and Article 10 of Regulation S-X. They include the accounts of all wholly owned subsidiaries and all
significant inter-company accounts and transactions have been eliminated in consolidation. Amounts are presented in thousands,
except number of shares and per share data.

The preparation of interim condensed consolidated financial statements requires management to make assumptions and estimates that
impact the amounts reported. These interim condensed consolidated financial statements reflect all adjustments, consisting of normal
recurring accruals, necessary for a fair presentation of the Company’s results of operations, financial position and cash flows for the
interim periods ended June 30, 2025 and 2024; however, certain information and footnote disclosures normally included in our
audited consolidated financial statements included in our Annual Report have been condensed or omitted as permitted by GAAP. It is
important to note that the Company’s results of operations and cash flows for interim periods are not necessarily indicative of the
results of operations and cash flows to be expected for a full fiscal year or any interim period.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Other than the policies listed below, there have been no material changes to the Company’s significant accounting policies as set forth
in Note 3 Summary of Significant Accounting Policies to the consolidated financial statements included in the Company’s Annual
Report.

The Company records, when necessary, deemed dividends for: (i) the exchange of preferred shares for pre-funded warrants, based on
the fair value of the pre-funded warrants in excess of the carrying value of the preferred shares and (ii) the amendment of preferred
stock accounted for as an extinguishment, based on the fair value of the preferred stock immediately before and after the amendments.
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SMARTKEM, INC.
Notes to the Unaudited Cond dC lidated Fi jal S .

Management’s Use of Estimates

The preparation of consolidated financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities, including disclosure of contingent assets and liabilities, at the
date of the consolidated financial statements, and the reported amounts of revenues and expenses during the reporting period. The
most significant estimates in the Company’s consolidated financial statements relate to the valuation of common stock, fair value of
stock options and fair value of warrant liabilities. These estimates and assumptions are based on current facts, historical experience
and various other factors believed to be reasonable under the circumstances, the results of which form the basis for making judgments
about the carrying values of assets and liabilities and the recording of expenses that are not readily apparent from other sources. Due
to the uncertainty of factors surrounding the estimates or judgments used in the preparation of the consolidated financial statements,
actual results may materially vary from these estimates.

Segment Information

Operating segments are defined as components of an enterprise about which separate discrete information is available for evaluation
by the chief operating decision-maker, or decision-making group, in deciding how to allocate resources and in assessing performance.
The Company views its operations and manages its business as one operating segment: Semiconductor materials.

Recent Accounting Pronouncements

In December 2023, the FASB issued Accounting Standards Update (ASU) No. 2023-09, Income Taxes (Topic 740), Improvements to
Income Tax Disclosures which will require companies to make additional income tax disclosures. The pronouncement is effective for
annual filings for the year ended December 31, 2025. The Company is still assessing the impact of the adoption of this standard but
does not expect it to have a material impact on its results of operations, financial position or cash flows.

On November 2024, the FASB issued Accounting Standards Update (ASU) No. 2024-03, Income Statement (Topic 220): Reporting
Comprehensive Income - Expense Disaggregation Disclosures, Disaggregation of Income Statement Expenses, which requires public
companies to disclose, in interim and annual reporting periods, additional information about certain expenses in the financial
statements. The amendments in this pronouncement will be effective for annual periods beginning after December 15, 2026, and
interim reporting periods beginning after December 15, 2027. Early adoption is permitted and is effective on either a prospective basis
or retrospective basis. The Company is currently assessing the potential impacts of adoption on its consolidated financial statements
and related disclosures.

3. PREPAID EXPENSES AND OTHER CURRENT ASSETS

Prepaid expenses and other current assets consist of the following:

June 30, December 31,

(in thousands) 2025 2024
Prepaid insurance $ 272 $ 194
Deferred research & development costs 151 138
Research grant receivable 117 62
Prepaid facility costs 72 67
VAT receivable 418 319
Prepaid software licenses 78 66
Other receivable and other prepaid expenses 328 3

Total prepaid expenses and other current assets $ 1,436 $ 849

10
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4. PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment consist of the following:

June 30, December 31,
(in thousands) 2025 2024
Plant and equipment $ 1,705 $ 1,562
Furniture and fixtures 116 106
Computer hardware and software 108 98
1,929 1,766
Less: Accumulated depreciation (1,755) (1,497)
Property, plant and equipment, net $ 174 $ 269

Depreciation expense was $113.1 thousand and $124.9 thousand for the six months ended June 30, 2025 and 2024, respectively and is

classified as research and development expense.
5. ACCOUNTS PAYABLE AND ACCRUED EXPENSES

Accounts payable and accrued expenses consist of the following:

June 30, December 31,

(in thousands) 2025 2024

Accounts payable - trade $ 2,025 843
Payroll liabilities 292 397
VAT payable 228 287
Accrued expenses — legal fees 166 —
Accrued expenses — audit & accounting fees 42 106
Accrued expenses — other 318 158
Total accounts payable and accrued expenses $ 3,071 1,791

6. LEASES

The Company has operating leases consisting of office space, lab space and equipment with remaining lease terms of 1 to 3 years,

subject to certain renewal options as applicable.

The Company evaluates the nature of each lease at the inception of an arrangement to determine whether it is an operating or
financing lease and recognizes the right of use asset and lease liability based on the present value of future minimum lease payments
over the expected lease term. The Company’s leases do not generally contain an implicit interest rate and therefore the Company uses

the incremental borrowing rate it would expect to pay
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to borrow on a similar collateralized basis over a similar term in order to determine the present value of its lease payments.

On May 22, 2025, the Company renewed its lease for research & development, engineering, testing and corporate offices in
Manchester, England. The renewed lease term expires in 2028 with an option for the Company to end the lease in 2027.

The Company is not the lessor in any lease agreement, and no related party transactions for lease arrangements have occurred.

The table below presents certain information related to the lease costs for the Company’s operating leases for the periods ended:

Three Months Ended June 30,

Six Months Ended June 30,

(in thousands) 2025 2024 2025 2024

Operating lease cost $ 68 $ 70 $ 141 $ 135

Short-term lease cost 9 — 12 6
Total lease cost $ 77 $ 70 $ 153 $ 141

The total lease cost is included in the unaudited condensed consolidated statements of operations as follows:

Three Months Ended June 30,

Six Months Ended June 30,

(in thousands) 2025 2024 2025 2024

Research and development $ 75 $ 70 $ 148 $ 135

General and administrative 2 — 5 6
Total lease cost $ 77 $ 70 $ 153 $ 141

Right of use lease assets and lease liabilities for the Company’s operating leases were recorded in the unaudited condensed

consolidated balance sheet as follows:

June 30, December 31,
(in thousands) 2025 2024
Assets
Right of use assets - Operating Leases $ 678 $ 120
Total lease assets $ 678 $ 120
Liabilities
Current liabilities:
Lease liability, current - Operating Leases $ 243 $ 47
Noncurrent liabilities:
Lease liability, non-current - Operating Leases 421 25
Total lease liabilities $ 664 $ 72

The Company had no right of use lease assets or lease liabilities classified as financing leases as of June 30, 2025 and

December 31, 2024.

12




Table of Contents

SMARTKEM, INC.
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The table below presents certain information related to the cash flows for the Company’s operating leases for the periods ended:

June 30,
(in thousands) 2025 2024
Operating cash outflows from operating leases $ 88 $ 90
Supplemental non-cash amounts of operating lease liabilities 653 s 55

arising from obtaining right of use assets

The table below presents certain information related to the weighted average remaining lease term and the weighted average discount
rate for the Company’s operating leases as of the period ended:

June 30,
2025
Weighted average remaining lease term (in years) — operating leases 2.7
Weighted average discount rate — operating leases 10.63%

Remaining maturities of the Company’s operating leases, excluding short-term leases, are as follows:

June 30,
(in thousands) 2025
2025 $ 150
2026 312
2027 293
2028 12
Total undiscounted lease payments 767
Less imputed interest (103)
Total net lease liabilities $ 664

7. CONTINGENCIES
Legal proceedings

In the normal course of business, the Company may become involved in legal disputes regarding various litigation matters. In the
opinion of management, any potential liabilities resulting from such claims would not have a material effect on the interim condensed
consolidated financial statements.

8. STOCKHOLDERS’ EQUITY
Preferred Stock

Pursuant to the terms of the Series A-1 Certificate of Designation, on May 7, 2025, the remaining 856 outstanding shares of Series A-
1 Preferred Stock automatically converted into an aggregate of 690,788 shares of common stock and pre-funded Class C Warrants to
purchase 1,282,412 shares of common stock. The Company filed a Certificate of Elimination with respect to the Series A-1 Certificate
of Designation, pursuant to which, effective May 7, 2025, all matters set forth in the Series A-1 Certificate of Designation were
eliminated from the Company’s Amended and Restated Certificate of Incorporation.

As of June 30, 2025, there were no shares of Series A-1 Preferred Stock outstanding.
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Common Stock

Common Stock Issued to Vendors for Services

During the six months ended June 30, 2025, 160,000 shares of our common stock were issued to a vendor in consideration for
services to be provided.

Common Stock Warrants

A summary of the Company’s warrants to purchase common stock activity is as follows:

Weighted-
Average
Weighted- Remaining
Average Contractual
Number of Exercise Price Exercise Term
Shares per Share Price (Years)
Warrants outstanding at January 1, 2025 5,171,430 $0.35-$70.00 $ 4.94 2.26
Issued — —
Exercised (160) 0.35
Expired — —
Warrants outstanding at June 30, 2025 5,171,270 $0.35-$70.00 $ 4.94 1.77
A summary of the Company’s pre-funded warrants to purchase common stock activity is as follows:
Weighted-
Average
Number of Exercise
Shares Price
Pre-funded warrants outstanding at January 1, 2025 2,318,502 $ 0.0064
Issued 1,282,412 0.0001
Exercised — —
Expired — —
Pre-funded warrants outstanding at June 30, 2025 3,600,914 § 0.0042

9. SHARE-BASED COMPENSATION

On February 23, 2021, the Company approved the 2021 Equity Incentive Plan (“2021 Plan”), in which a maximum aggregate number
of shares of common stock that may be issued under the 2021 Plan is 65,000 shares. Subject to the adjustment provisions of the 2021
Plan, the number of shares of the Company’s common stock available for issuance under the 2021 Plan will also include an annual
increase on the first day of each fiscal year beginning with 2022 fiscal year and ending on the Company’s 2031 fiscal year in an
amount equal to the least of: 1) 65,000 shares of the Company’s common stock; 2) four percent (4%) of the outstanding shares of the
Company’s common stock on the last day of the immediately preceding fiscal year; or 3) such number of shares of the Company’s
common stock as the administrator may determine.

At the 2023 Annual Meeting, the Company’s stockholders approved an amendment (the “2023 Plan Amendment”) to the Company’s
2021 Plan, increasing the number of the shares of common stock reserved for issuance under the 2021 Plan from 125,045 shares to
743,106 shares. The Company’s Board of Directors had previously approved the 2023 Plan Amendment, subject to stockholder
approval.

At the 2025 Annual Meeting, the Company’s stockholders approved an amendment (the “2025 Plan Amendment”) to the Company’s
2021 Plan, (i) increasing the number of the shares of common stock, reserved for issuance thereunder from 843,692 shares to
1,643,692 shares, and (ii) setting the “evergreen” share amount to 4% of the outstanding shares of common stock. The Company’s
Board of Directors had previously approved the 2025 Plan Amendment, subject to stockholder approval.
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Determining the appropriate fair value of share-based awards requires the input of subjective assumptions, including the fair value of
the Company’s common stock, and for share options, the expected life of the option, and expected share price volatility. The
Company uses the Black-Scholes option pricing model to value its share option awards. The assumptions used in calculating the fair
value of share-based awards represent management’s best estimates and involve inherent uncertainties and the application of
management’s judgment. As a result, if factors change and management uses different assumptions, the share-based compensation
expense could be materially different for future awards. Options granted under the 2021 Plan for six months ended June 30, 2025 and
2024, were valued using the Black-Scholes option-pricing model with the following assumptions:

Six Months Ended June 30,

2025 2024
Expected term (years) 5.75 5.73
Risk-free interest rate 4.04% 4.21%
Expected volatility 50% 50%
Expected dividend yield 0% 0%

During the six months ended June 30, 2025, the Company issued options for 710,268 shares of common stock to employees, directors
and consultants. The options vest over a period of three years, have an exercise price of $2.51 and expire on the ten-year anniversary
of the grant date.

The following table reflects share activity under the share option plans for the six months ended June 30, 2025:

Weighted-
Average
Weighted- Remaining Weighted- Aggregate
Average Contractual Average Intrinsic
Number of Exercise Term Fair Value at Value
Shares Price (Years) Grant Date (in thousands)

Options outstanding at January 1, 2025 619,910 $ 12.31 9.06 $ 3.54

Granted 710,268 2.51

Exercised — —

Cancelled/Forfeited (8,002) 10.48

Expired — —
Options outstanding at June 30, 2025 1,322,176 § 7.06 928 § 1.65
Options exercisable at June 30, 2025 545,401 ¢ 10.64 8.99 $ 6.80

Stock-based compensation is included in the unaudited interim condensed consolidated statements of operations as follows:

Three Months Ended June 30, Six Months Ended June 30,

(in thousands) 2025 2024 2025 2024
Research and development $ 75 $ 54§ 147  $ 96
General and administration 184 153 362 218
Total $ 259 $ 207 $ 509 $ 314

Total compensation cost related to non-vested stock option awards not yet recognized as of June 30, 2025 was $2.1 million and will
be recognized on a straight-line basis through the end of the vesting periods in June 2028. The amount of future stock option
compensation expense could be affected by any future option grants or by any forfeitures.
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10. BASIC AND DILUTED LOSS PER SHARE

Basic net loss per share is determined by dividing net loss by the weighted average shares of common stock outstanding during the
period, without consideration of potentially dilutive securities, except for those shares that are issuable for little or no cash
consideration. Diluted net loss per share is determined by dividing net loss by diluted weighted average shares outstanding. Diluted
weighted average shares reflects the dilutive effect, if any, of potentially dilutive common shares, such as stock options and warrants
calculated using the treasury stock method. In periods with reported net operating losses, all common stock options and warrants are
generally deemed anti-dilutive such that basic net loss per share and diluted net loss per share are equal.

The following potentially dilutive securities were excluded from the computation of earnings per share as of June 30, 2025 and 2024
because their effects would be anti-dilutive:

June 30,
2025 2024
Common stock warrants 4,450,324 1,772,829
Assumed conversion of preferred stock — 126,437
Stock options 1,322,176 632,935
Total 5,772,500 2,532,201

11. DEFINED CONTRIBUTION PENSION

The Company operates a defined contribution pension scheme for its UK employees. The assets of the scheme are held separately
from those of the Company in an independently administered fund. The pension cost charge represents contributions payable by the
Company to the fund. Pension cost is included in the unaudited interim condensed consolidated statements of operations as follows:

Three Months Ended June 30, Six Months Ended June 30,

(in thousands) 2025 2024 2025 2024
Research and development $ 37 $ 20 $ 58 $ 41
General and administration 18 20 38 36
Total $ 55 $ 40 8 96 $ 77

12. INCOME TAXES

On July 4, 2025, the One Big Beautiful Bill Act was enacted, introducing significant changes to U.S. federal tax law, including
modifications to corporate tax rates, deductions, and tax credit provisions. The Company is currently evaluating the provisions of the
new law and assessing the potential impacts on its consolidated financial statements.

As of June 30, 2025, the Company has not completed its analysis and has therefore not recorded any material adjustments related to
the new legislation. The final impact of the tax law may differ from the Company’s current estimates as the assessment is completed
and additional guidance, interpretations, or clarifications become available.

13. SEGMENT REPORTING

We manage our business activities on a consolidated basis and operate as a single operating segment: Semiconductor materials. Our
revenue is mostly generated from R&D grants and R&D tax credits. The accounting policies of the semiconductor materials are the
same as those described in Note 2 — Summary of Significant Accounting Policies.

Our CODM is our Chief Executive Officer and President, lan Jenks. The CODM uses net loss, as reported on our Consolidated
Statements of Comprehensive Income, in evaluating performance of the Semiconductor
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materials segment and determining how to allocate resources of the Company as a whole and making decisions on perspective joint
development and collaboration agreements. The CODM does not review assets in evaluating the results of the Semiconductor
materials segment, and therefore, such information is not presented.

The following table provides the net losses of the Semiconductor materials segment:

Three Months Ended June 30, Six Months Ended June 30,
2025 2024 2025 2024
Revenue $ 32§ 40 $ 55 $ 40
Cost of revenue 28 32 29 32
Gross profit 4 8 26 8
Other operating income 279 236 530 438
Operating expenses
Research and development 2,426 1,158 3,923 2,434
General and administrative 2,360 1,844 4,369 3,206
(Gain)/loss on foreign currency transactions (131) 19 (226) 32
Total operating expenses 4,655 3,021 8,066 5,672
Loss from operations (4,372) (2,777) (7,510) (5,226)
Total non-operating income/(expense) 1,973 (321) 2,952 432
Loss before income taxes (2,399) (3,098) (4,558) (4,794)
Income tax refund (1) (1) 24 (1)
Net loss $ (2,400) $ (3,099) $ (4,534) $ (4,795)

14. SUBSEQUENT EVENTS
Consultant Shares

During the period of July 1, 2025 through August 12, 2025, 20,000 shares of our common stock were issued to a vendor in
consideration for services to be provided.

Warrant Exercises

On July 2, 2025, 83,325 shares of our common stock were issued upon the cashless exercise of 83,333 pre-funded warrants.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis of the financial condition and results of operations of SmartKem, Inc. (“SmartKem” or the
“Company”) should be read in conjunction with the unaudited interim condensed consolidated financial statements and notes thereto
contained in Item 1 of Part I of this Quarterly Report on Form 10-Q and the audited consolidated financial statements and notes
thereto included in the Company s Annual Report on Form 10-K for the fiscal year ended December 31, 2024 to provide an
understanding of its results of operations, financial condition and cash flows.

All references in this Quarterly Report to “we,” “our,” “us” and the “Company” refer to SmartKem, Inc., and its subsidiaries unless
the context indicates otherwise.

DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains certain “forward-looking statements” within the meaning of the “safe harbor”

provisions of the Private Securities Litigation Reform Act of 1995 with respect to our business, financial condition, liquidity, and

results of operations. Words such as “anticipates,” “expects,” “intends,” “plans,” “predicts,” “believes,” “seeks,” “estimates,” “could,”
. potential,” “should,” and the negative of these terms or other comparable terminology

2 < 2 2 < ” < 2

2 <

“would,” “will,” “may,” “can,” “continue,
often identify forward-looking statements. Statements in this Quarterly Report on Form 10-Q (this “Report”) that are not historical
facts are hereby identified as “forward-looking statements” for the purpose of the safe harbor provided by Section 21E of the
Securities Exchange Act of 1934, as amended (the “Exchange Act”), and Section 27A of the Securities Act of 1933, as amended (the
“Securities Act”). These forward-looking statements are not guarantees of future performance and are subject to risks and
uncertainties that could cause actual results to differ materially from the results contemplated by the forward-looking statements,
including the risks discussed in our Annual Report on Form 10-K for the fiscal year ended December 31, 2024 (the “10-K”) in Item
1A under “Risk Factors” and the risks detailed from time to time in our future reports filed with the Securities and Exchange
Commission (the “SEC”). These forward-looking statements include, but are not limited to, statements about:

o the implementation of our business model and strategic plans for our business, technologies and products;

e the rate and degree of market acceptance of any of our products or organic semiconductor technology in

general, including changes due to the impact of (i) new semiconductor technologies, including MicroLED technology, (ii) the

performance of organic semiconductor technology, whether perceived or actual, relative to competing semiconductor materials,

and (iii) the performance of our products, whether perceived or actual, compared to competing silicon-based and other products;

the timing and success of our, and our customers’, product releases;

our ability to develop new products and technologies;

our ability to meet management goals;

our ability to maintain compliance with the continued listing requirements of The Nasdaq Stock Market LLC (“Nasdaq”);

our estimates of our expenses, ongoing losses, future revenue and capital requirements, including

our needs for additional financing;

our ability to obtain additional funds for our operations and our intended use of any such funds;

our ability to remain eligible on an over-the-counter quotation system if our common stock is delisted from Nasdaq;

e our receipt and timing of any royalties, milestone payments or payments for products, under any current or future collaboration,
license or other agreements or arrangements;

e  our ability to obtain and maintain intellectual property protection for our technologies and products and our ability to operate our

business without infringing the intellectual property rights of others;

the strength and marketability of our intellectual property portfolio;

our dependence on current and future collaborators for developing, manufacturing or otherwise bringing our products to market;

the ability of our third-party supply and manufacturing partners to meet our current and future business needs;

our exposure to risks related to international operations;
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e our dependence on third-party fabrication facilities;

e our relationships with our executive officers, directors, and significant stockholders;

e  our expectations regarding our classification as a “smaller reporting company,” as defined under the Exchange Act, and an
“emerging growth company” under the Jumpstart Our Business Startups Act (the “JOBS Act”) in future periods;

e  our future financial performance;

e the competitive landscape of our industry;

e the impact of government regulation and developments relating to us, our competitors, or our industry; and

e other risks and uncertainties, including those listed under the caption “Risk Factors” in our 10-K.

These statements relate to future events or our future operational or financial performance, and involve known and unknown risks,
uncertainties and other factors that may cause our actual results, performance or achievements to be materially different from any
future results, performance or achievements expressed or implied by these forward-looking statements. Factors that may cause actual
results to differ materially from current expectations include, among other things, those listed under “Risk Factors” in our 10-K and in
this Report and elsewhere in this Report.

Any forward-looking statement in this Report reflects our current view with respect to future events and is subject to these and other
risks, uncertainties and assumptions relating to our business, results of operations, industry and future growth. Given these
uncertainties, you should not place undue reliance on these forward-looking statements. No forward-looking statement is a guarantee
of future performance. You should read this Report and the documents that we reference in this Report and have filed with the SEC as
exhibits hereto completely and with the understanding that our actual future results may be materially different from any future results
expressed or implied by these forward-looking statements. Except as required by law, we assume no obligation to update or revise
these forward-looking statements for any reason, even if new information becomes available in the future.

Company Overview

We are seeking to change the world of electronics with a new class of transistor developed using our proprietary advanced
semiconductor materials that we believe has the potential to revolutionize the display industry. Our TRUFLEX® semiconductor
polymers enable low temperature printing processes that are compatible with existing manufacturing infrastructure to deliver low-
cost, high-performance displays. Our semiconductor platform can be used in a range of display technologies including MicroLED,
LCD and AMOLED, as well as in applications in advanced computer and Al chip packaging, sensors, and logic.

We design and develop our materials at our research and development facility in Manchester, UK and provide prototyping services at
the Centre for Process Innovation (“CPI”) in Sedgefield, UK. We also operate a field application office in Hsinchu, Taiwan, close to
our collaboration partner, The Industrial Technology Research Institute of Taiwan (“ITRI”). With our collaboration partners, we are
developing a commercial-scale production process and Electronic Design Automation (EDA) tools for our materials to demonstrate
the commercial viability of manufacturing a new generation of displays using our materials. We have an extensive IP portfolio
including 140 granted patents across 17 patent families, 14 pending patents and 40 codified trade secrets.

Since our inception in 2009, we have devoted substantial resources to the research and development of materials and production
processes for the manufacture of organic thin film transistors and the enhancement of our intellectual property.

Our loss before income taxes was $4.5 million and $4.8 million for the six months ended June 30, 2025 and 2024. As of

June 30, 2025, our accumulated deficit was $119.2 million. Substantially all our operating losses have resulted from expenses
incurred in connection with research and development activities and from general and administrative costs associated with our
operations.
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Results of Operations for the three and six months ended June 30, 2025

Three months ended June 30, 2025 compared with three months ended June 30, 2024

Revenue and Cost of revenue

We had revenue of $32.0 thousand and $40.0 thousand and cost of revenue of $28.0 thousand and $32.0 thousand in the three months
ended June 30, 2025 and 2024, respectively. Both revenue and related cost of revenue for the three months ended June 30, 2025 and
2024 are a result of sales of OTFT backplanes and TRUFLEX® materials for customer assessment and development purposes.

Other operating income

Other operating income was $0.3 million in the three months ended June 30, 2025, compared to $0.2 million in the same period of

2024. The primary source of other operating income is related to multiple research grants from Innovate UK and research and
development tax credits.

Operating expenses

Operating expenses were $4.7 million for the three months ended June 30, 2025 compared to $3.0 million for the three months ended
June 30, 2024, an increase of $1.7 million, or 54.1%.

Research and development expenses are incurred for the development and process validation for TRUFLEX® inks to make OTFT
circuits and OTFT based display concepts integrating novel display technology, and to provide dielectric solutions for packaging
applications. The expenses consist primarily of payroll, technical facilities overheads, and development consumables costs. Research
and development expenses were $2.4 million for the three months ended June 30, 2025, compared to $1.2 million for the same period
0f 2024, an increase of $1.3 million, or 109.5%. This increase primarily resulted from an $800,000 increase in costs in the second
quarter of 2025 pursuant to the terms of the extension of the CPI Framework agreement. As noted above, we expect those increased
costs to continue in future periods. The increase in research and development expenses also resulted in part from higher personnel

expenses. The research and development expenses represent 52.1% and 38.4% of the total operating expenses for the three months
ended June 30, 2025 and 2024, respectively.

General and administrative expenses consist primarily of payroll and professional services such as investor relations, accounting and
legal services. General and administrative expenses were $2.4 million for the three months ended June 30, 2025, compared to $1.8
million for the same period of 2024, an increase of $0.6 million, or 28.0%. These expenses represent 50.7% and 61.0% of our total
operating expenses for the three months ended June 30, 2025 and 2024, respectively. This increase primarily resulted from an increase
in professional service fees principally related to investor relations support and consulting agreements, including $0.3 million in non-

cash expenses.

Non-Operating income/(expense)

Non-operating income was $2.0 million for the three months ended June 30, 2025, compared to non-operating expenses of $0.3
million for the same period of 2024, an increase of $2.3 million, or 714.6%. The increase is primarily due to a gain on foreign
currency related to the revaluation of the intercompany loans and related interest. The change in the foreign exchange spot rate of

1.3724 as of June 30, 2025 compared to 1.2944 as of March 31, 2025 resulted in a foreign exchange gain. The offset of this gain is
recorded in other comprehensive income.

Six months ended June 30, 2025 compared with six months ended June 30, 2024
Revenue and Cost of revenue

We had revenue of $55.0 thousand and $40.0 thousand and cost of revenue of $29.0 thousand and $32.0 thousand in the six months
ended June 30, 2025 and 2024, respectively. Both revenue and related cost of
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revenue for the six months ended June 30, 2025 and 2024 are a result of sales of OTFT backplanes and TRUFLEX® materials for
customer assessment and development purposes.

Other operating income

Other operating income was $0.5 million in the six months ended June 30, 2025, compared to $0.4 million in the same period of
2024. The primary source of other operating income is related to multiple research grants from Innovate UK and research and
development tax credits.

Operating expenses

Operating expenses were $8.1 million for the six months ended June 30, 2025 compared to $5.7 million for the six months ended
June 30, 2024, an increase of $2.4 million, or 42.2%.

Research and development expenses are incurred for the development and process validation for TRUFLEX® inks to make OTFT
circuits and OTFT based display concepts integrating novel display technology and provide dielectric solutions for packaging
applications. The expenses consist primarily of payroll, technical facilities overheads, and development consumables costs. Research
and development expenses were $3.9 million for the six months ended June 30, 2025, compared to $2.4 million for the same period
0f 2024, an increase of $1.5 million or 61.2%. This increase primarily resulted from an $800,000 increase in costs in the second
quarter of 2025 pursuant to the terms of the extension of the CPI Framework agreement. As noted above, we expect those increased
costs to continue in future periods. The increase in research and development expenses also resulted in part from higher personnel
expenses. The research and development expenses represent 48.6% and 42.9% of the total operating expenses for the six months
ended June 30, 2025 and 2024, respectively.

General and administrative expenses consist primarily of payroll and professional services such as investor relations, accounting and
legal services. General and administrative expenses were $4.4 million for the six months ended June 30, 2025, compared to $3.2
million for the same period of 2024, an increase of $1.2 million, or 36.3%. These expenses represent 54.2% and 56.5% of our total
operating expenses for the six months ended June 30, 2025 and 2024, respectively. This increase primarily resulted from an increase
in professional service fees principally related to investor relations support and consulting agreements, including $0.4 million in non-
cash expenses.

Non-Operating income/(expense)

Non-operating income was $3.0 million for the six months ended June 30, 2025, compared to non-operating income of $0.4 million
for the same period of 2024, an increase of $2.6 million, or 583.3%. $3.2 million of the increase is primarily due to a gain on foreign
currency. The increase is primarily due to a gain on foreign currency related to the revaluation of the intercompany loans and related
interest. The change in the foreign exchange spot rate of 1.3724 as of June 30, 2025 compared to 1.2567 as of December 31, 2024
resulted in a foreign exchange gain. The offset of this gain is recorded in other comprehensive income. Such gain was offset by a loss
of $0.7 million in the six months ended June 30, 2024 related to changes in certain of our warrants that occurred as a result of the
listing of our common stock on the Nasdaq Capital Market on May 31, 2024. Those warrants were accounted for as an equity
instrument beginning on that date and as a result there was no similar gain or loss in the same period of 2025.

Liquidity and Capital Resources

As of June 30, 2025, our cash and cash equivalents were $1.2 million compared with $7.1 million as of December 31, 2024. We
believe our cash balance at June 30, 2025 will be sufficient to fund our operations through September 30, 2025 and that we will
require additional capital funding to continue our operations and research development activity. It is possible this period could be
shortened if there are any significant increases in spending or more rapid progress of development programs than anticipated. In the
event that we are unable to raise additional capital in the near term, we may have to curtail our operations or seek protection under
applicable bankruptcy or insolvency laws.
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Our expected cash payments over the next twelve months include (a) $3.1 million to satisfy accounts payable and accrued expenses
and (b) $0.2 million to satisfy the lease liabilities. Additional expected cash payments beyond the next twelve months include $0.4
million of lease liabilities.

Beyond our near term need for capital, our future viability is dependent on our ability to raise additional capital to fund our
operations. We will need to obtain additional funds to satisfy our operational needs and to fund our sales and marketing efforts,
research and development expenditures, and business development activities. Until such time, if ever, as we can generate sufficient
cash through revenue, management’s plans are to finance our working capital requirements through a combination of equity offerings,
debt financings, collaborations, strategic alliances and marketing, distribution or licensing arrangements. If we raise additional funds
by issuing equity securities, our existing security holders will likely experience dilution. If we borrow money, the incurrence of
indebtedness would result in increased debt service obligations and could require us to agree to operating and financial covenants that
could restrict our operations. If we enter into a collaboration, strategic alliance or other similar arrangement, we may be forced to give
up valuable rights. There can be no assurance however that such financing will be available in sufficient amounts, when and if
needed, on acceptable terms or at all. The precise amount and timing of the funding needs cannot be determined accurately at this
time, and will depend on a number of factors, including the market demand for our products and services, the quality of product
development efforts, management of working capital, and continuation of normal payment terms and conditions for purchase of
services.

Cash Flow

Net cash used in operating activities was $6.1 million for the six months ended June 30, 2025, compared to $4.4 million for the six
months ended June 30, 2024, an increase of $1.7 million. The increase resulted primarily from an increase in our comprehensive net
loss, offset in part by an increase in accounts payable. During the six months ended June 30, 2025, we had no cash flows from
investing or financing activities.

Contractual Payment Obligations

Our principal commitments primarily consist of obligations under leases for office space and purchase commitments in the normal
course of business for research and development facilities and services, communications infrastructure, and administrative services.
We expect to fund these commitments from our cash balances and working capital.

Critical Accounting Estimates

We prepare our consolidated financial statements in accordance with U.S. generally accepted accounting principles (“GAAP”), which
require our management to make estimates that affect the reported amounts of assets, liabilities and disclosures of contingent assets
and liabilities at the balance sheet dates, as well as the reported amounts of revenues and expenses during the reporting periods. To the
extent that there are material differences between these estimates and actual results, our financial condition or results of operations
would be affected. We base our estimates on our own historical experience and other assumptions that we believe are reasonable after
taking account of our circumstances and expectations for the future based on available information. We evaluate these estimates on an
ongoing basis.

We consider an accounting estimate to be critical if: (i) the accounting estimate requires us to make assumptions about matters that
were highly uncertain at the time the accounting estimate was made, and (ii) changes in the estimate that are reasonably likely to occur
from period to period or use of different estimates that we reasonably could have used in the current period, would have a material
impact on our financial condition or results of operations.

Management has discussed the development and selection of these critical accounting estimates with the Audit Committee of our

Board of Directors. In addition, there are other items within our financial statements that require estimation but are not deemed critical
as defined above. Changes in estimates used in these and other items could have a material impact on our financial statements.
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Item 3. Quantitative and Qualitative Disclosures about Market Risk
Not applicable.

Item 4. Controls and Procedures
Inherent Limitations on Effectiveness of Controls

Our management, including our principal executive officer and principal financial officer, does not expect that our disclosure controls
and procedures or our internal control over financial reporting will prevent or detect all errors and all fraud. A control system, no
matter how well-designed and operated, can provide only reasonable, not absolute, assurance that the control system's objectives will
be met. The design of a control system must reflect the fact that there are resource constraints, and the benefits of controls must be
considered relative to their costs. Further, because of the inherent limitations in all control systems, no evaluation of controls can
provide absolute assurance that misstatements due to error or fraud will not occur or that all control issues and instances of fraud, if
any, have been detected.

Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and procedures that are designed to ensure that information required to be disclosed in reports filed
or submitted under the Exchange Act, is recorded, processed, summarized and reported within the time periods specified in SEC rules
and forms and that such information is accumulated and communicated to management, including our Chief Executive Officer and
Chief Financial Officer, to allow timely decisions regarding required disclosures.

Our management, with the participation of its Chief Executive Officer and Chief Financial Officer, performed an evaluation of the
effectiveness of our disclosure controls and procedures (as defined in Rule 13a-15(e) or 15d-15(e) of the Exchange Act). Based upon,
and as of the date of, this evaluation, the Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls
and procedures were effective as of June 30, 2025.

Changes in Internal Controls over Financial Reporting
There were no other changes in our internal control over financial reporting identified in connection with the evaluation required by

Rule 13a-15(d) and 15d-15(d) of the Exchange Act) that occurred during the period covered by this Report that have materially
affected, or is reasonably likely to materially affect, our internal control over financial reporting.
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PART II — OTHER INFORMATION
Item 1. Legal Proceedings
None
Item 1A. Risk Factors
In addition to the other information set forth in this report, you should carefully consider the factors discussed in Part I, “Item 1A.
Risk Factors” in the 10-K, which could materially affect our business, financial condition or future results. The risks described in the

10-K may not be the only risks facing us. Additional risks and uncertainties not currently known to us or that we currently deem to be
immaterial also may materially adversely affect our business, financial condition and/or operating results.

There have been no material changes to the risk factors previously disclosed in the 10-K.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
On April 1, 2025, we issued 10,000 shares of common stock to a vendor with a value of $29,000. Such issuance was exempt from

registration under 4(a)(2) of the Securities Act and Regulation D promulgated thereunder.

On April 23, 2025, we issued 100,000 shares of common stock to a vendor with a value of $223,000. Such issuance was exempt from
registration under 4(a)(2) of the Securities Act and Regulation D promulgated thereunder.

On May 1, 2025, we issued 10,000 shares of common stock to a vendor with a value of $23,700. Such issuance was exempt from
registration under 4(a)(2) of the Securities Act and Regulation D promulgated thereunder.

On June 2, 2025, we issued 10,000 shares of common stock to a vendor with a value of $14,300. Such issuance was exempt from
registration under 4(a)(2) of the Securities Act and Regulation D promulgated thereunder.
Item 3. Defaults Upon Senior Securities

None.

Item 4. Mine Safety Disclosures

Not Applicable.

Item 5. Other Information

None of the Company’s directors and officers adopted, modified, or terminated a Rule 10b5-1 trading arrangement or a non-Rule
10b5-1 trading arrangement during the Company's fiscal quarter ended June 30, 2025 (each as defined in Item 408 of Regulation S-K
under the Securities Exchange Act of 1934, as amended).

Item 6. Exhibits
See Exhibit Index.
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EXHIBIT INDEX

Exhibit No. Description
2.1%* Share Exchange Agreement, dated as of February 23, 2021, among the Registrant, SmartKem Limited and the

8-K filed on February 24, 2021),

3.1 Amended and Restated Certificate of Incorporation of the Registrant, as amended to date (incorporated by reference to
Exhibit 3.1 to the Company’s Quarterly Report on Form 10-Q filed on May 13, 2025)

32 Amended and Restated Bylaws of the Registrant, as currently in effect (incorporated by reference to Exhibit 3.4 to the
Company’s Current Report on Form 8-K filed on February 24, 2021)

10.1# Amendment to the 2021 Equity Incentive Plan (incorporated by reference to Exhibit 10.1 to the Company’s Current
Report on Form 8-K filed on May 28, 2025),

10.2%* Letter of Variation, dated June 1, 2025, by and between SmartKem Limited and CPI Innovation Services Limited
(incorporated by Reference to Exhibit 10.1 to the Company’s Current Report on Form 8-K filed on June 4, 2025)

10.3%* Letter of Variation, dated June 19, 2025, by and between SmartKem Limited and CPI Innovation Services Limited
(incorporated by reference to Exhibit 10.1 to the Company’s Current Report on Form 8-K filed on June 24, 2025),

10.47 * ** Lease of The Whole of the 8th Floor, Hexagon Tower, Manchester, M9 8GP, dated May 22, 2025, between AG Hexagon
BV and SmartKem Limited

31.1¢ Certification of Principal Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

31.2% Certification of Principal Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

32.1%%F Certification of Principal Executive Officer Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002

32.2%% Certification of Principal Financial Officer Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002

101.INS} Inline XBRL Instance Document — the instance document does not appear in the Interactive Data File because its XBRL
tags are embedded within the Inline XBRL document

101.SCH+t Inline XBRL Taxonomy Extension Schema Document

101.CALY} Inline XBRL Taxonomy Extension Calculation Linkbase Document

101.DEF{ Inline XBRL Taxonomy Extension Definition Linkbase Document

101.LAB¥} Inline XBRL Taxonomy Extension Label Linkbase Document

101.PRET Inline XBRL Taxonomy Extension Presentation Linkbase Document

104+ Cover Page Interactive Data File (formatted in Inline XBRL and contained in Exhibit 101)

* Annexes, schedules and/or exhibits have been omitted pursuant to Item 601(a)(5) of Regulation S-K. The Registrant hereby undertakes
to furnish supplementally a copy of any of the omitted schedules and exhibits to the SEC on a confidential basis upon request.

** Portions of the exhibit, marked by brackets, have been omitted because the omitted information (i) is not material and (ii) is of the type
the registrant customarily and actually treats as private or confidential. The Registrant hereby undertakes to furnish supplementally a copy
of any of the omitted schedules and exhibits to the SEC on a confidential basis upon request.

# Indicates management contract or compensatory plan.
+ Filed herewith.

11 This certification is not deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, or otherwise subject to the
liability of that section. Such certification will not be deemed to be incorporated by reference into any filing under the Securities Act of
1933 or the Securities Exchange Act of 1934, except to the extent that the registrant specifically incorporates it by reference.

25



https://www.sec.gov/Archives/edgar/data/1817760/000110465921027574/tm216420d1_ex2-1.htm
https://www.sec.gov/Archives/edgar/data/1817760/000110465921027574/tm216420d1_ex2-1.htm
https://www.sec.gov/Archives/edgar/data/1817760/000110465921027574/tm216420d1_ex2-1.htm
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https://www.sec.gov/Archives/edgar/data/1817760/000155837025007572/smtk-20250331xex3d1.htm
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https://content.equisolve.net/smartkem/sec/0001558370-25-011221/for_pdf/smtk-20250630xex10d4.htm
https://content.equisolve.net/smartkem/sec/0001558370-25-011221/for_pdf/smtk-20250630xex10d4.htm
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https://content.equisolve.net/smartkem/sec/0001558370-25-011221/for_pdf/smtk-20250630xex31d2.htm
https://content.equisolve.net/smartkem/sec/0001558370-25-011221/for_pdf/smtk-20250630xex32d1.htm
https://content.equisolve.net/smartkem/sec/0001558370-25-011221/for_pdf/smtk-20250630xex32d1.htm
https://content.equisolve.net/smartkem/sec/0001558370-25-011221/for_pdf/smtk-20250630xex32d2.htm
https://content.equisolve.net/smartkem/sec/0001558370-25-011221/for_pdf/smtk-20250630xex32d2.htm
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf
by the undersigned, duly authorized.

Date: August 12, 2025
SMARTKEM, INC.

By: /s/ Tan Jenks

Name: Ian Jenks
Title:  Chief Executive Officer and Chairman of the Board
(Principal Executive Officer)

By: /s/ Barbra C. Keck

Name: Barbra C. Keck
Title: Chief Financial Officer
(Principal Financial Officer)
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Exhibit 10.4

CERTAIN IDENTIFIED INFORMATION HAS BEEN EXCLUDED FROM THIS EXHIBIT BECAUSE
IT IS NOT MATERIAL AND WOULD LIKELY CAUSE COMPETITIVE HARM TO THE
REGISTRANT IF PUBLICLY DISCLOSED. THE OMISSIONS HAVE BEEN INDICATED BY “[**].”

DATED 22 May, 2025
AG HEXAGON B.V.
AND

SMARTKEM LIMITED

LEASE
of
the whole of the 8th Floor, Hexagon Tower

Delaunays Road, Blackley, Manchester, M9 SGQ
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LR1.

LR2.

LR2.1

LR2.2

L43.

LR4.

LRS.

LRS.1

LEASE PARTICULARS

Part 1: HM LAND REGISTRY PRESCRIBED CLAUSES

Date of lease

Title Number(s)
Landlord’s title number(s)
Other title numbers
Parties to this lease

Landlord

Tenant

Other parties

Property

Prescribed statements etc.

Statements prescribed under rules
179 (dispositions in favour of a
charity), 180 (dispositions by a
charity) or 196 (leases under the
Leasehold Reform, Housing and
Urban Development Act 1993) of the
Land Registration Rules 2003.

22 May, 2025

GMS823547 and MAN127745

None

AG HEXAGON B.V. a company registered in the
Netherlands (registered number 64764192) whose
registered office is at 8 Sackville Street, London W1S
3DG, UK foreign company number FC038407, UK
establishment registered number BR023502 and
Overseas Entity ID OE008797.

SMARTKEM LIMITED a company registered in
England and Wales (registered number 06652152)
whose registered office is at Manchester Technology
Center Hexagon Tower, Delaunays Road, Blackley,
Manchester, England, M9 8GQ.

None
In the case of a conflict between this clause and the
remainder of this lease then, for the purposes of

registration, this clause shall prevail.

The property defined as the “Premises” in the Other
Particulars of this Lease.

Not applicable.
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LRS.2

LRé6.

LR7.

LRS8

LR9.

LRY.1

LRY.2

LRY.3

LR10.

LR11

LRII1.1

LRI11.2

LR12.

LR13.

This lease is made under, or by
reference to, provisions of:

Term for which the Property is
leased

Premium

Prohibitions or restrictions on
disposing of this lease

Rights of acquisition etc.

Tenant’s contractual rights to renew
this lease, to acquire the reversion
or another lease of the Property, or
to acquire an interest in other land

Tenant’s covenant to (or offer to)
surrender this lease

Landlord’s contractual rights to
acquire this lease

Restrictive covenants given in this
lease by the Landlord in respect of
land other than the Property

Easements

Easements granted by this lease for
the benefit of the Property

Easements granted or reserved by
this lease over the Property for the
benefit of other property

Estate rent charge burdening the
Property

Application for standard form of
restriction

Not applicable.

The Term defined in the Other Particulars of this Lease.

None.

The Lease contains a provision that prohibits or restricts
dispositions.

None.

None.

None.

None.

The rights and matters set out in schedule 1.

The rights and matters set out in schedule 2.

None.

None.
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LR14.

Building

Premises

Declaration of trust where there is
more than one person comprising
the Tenant

Not applicable.

Part 2: OTHER PARTICULARS

The building known as Hexagon Tower, Delaunays
Road, Blackley, Manchester, England, M9 8GQ as
shown edged red on Plan 2 and comprising the
whole of the land and building comprised in Title
Number GMS823547 and MANI127745; and
including any future extensions, alterations or
additions to it.

The whole of the 8th Floor of the Building, shown
edged red on Plan 2, and INCLUDING:

(a) the non-load bearing furnishings or coverings
to:

i. the main ceilings, floors and walls of the
Premises; and

ii. any main columns in the Premises;

but not any other part of those main
ceilings, floors, walls or columns;

(b) any internal non-load bearing walls inside the
Premises and one half in width of any non-
load bearing walls separating the Premises
from any other premises in the Building let or
intended to be let to any other tenant of the
Landlord;

(¢) any windows, doors and window and door
frames inside the Premises;

(d) any raised floors and suspended ceilings
inside the Premises;

(e) all Conducting Media inside and exclusively
serving the Premises;

_iv_




Term

Term Commencement Date

Break Date

Rent

(f) all additions and improvements to the
Premises and all fixtures and fittings of every
kind which are at any time in or on the
Premises (whether originally fixed or fastened
to them or not) except tenant’s or trade
fixtures and fittings;

(g) all fume cupboards located in the Premises;

(h) all other structures and appurtenances at any
time on or enjoyed with the Premises in so far
as they do not form part of the Common Parts

as far as they exist at any time during the
Term but excluding any part of any central
heating, air handling or air conditioning
system, CCTV, video, monitoring, security,
control, access, fire detection, fire prevention
or sprinkler system or any other electrical or
other system of any type and any Conducting
Media comprising part of the systems in the
Building for delivery of lab gases or part of
the systems in the Building for evacuating
gaseous materials from fume cupboards in
laboratories (but including any such fume
cupboards located in the Premises) which is
located within the Premises, it being agreed
that all such systems shall form part of the
Common Parts.

Three (3) years from and including the Term

Commencement Date to and including the 15th

April 2028.

16 April 2025.

16 April 2027.

(a) £[**] (£[**]) per annum exclusive of VAT for
the period from and including the Rent

Commencement Date to and including the 15th
October 2025; then

-vV-




Rent Commencement Date

Permitted Use

Previous Leases

(b) £[**] ( £[**] ) per annum exclusive of VAT

from and including the 16th October 2025
thereafter until the expiry of the Term.

The Term Commencement Date.

Offices, laboratory and storage use within Class
E(g) of the Town & Country Planning (Use Classes)
Order 1987 as amended at the date of this Lease.

Together:

(M

2

3)

“4)

The lease demising premises on the 8th floor
of the Building dated 17 July 2015 between
(1) Mars Pension Trustees Limited and (2)
Smartkem Limited (“2015 Lease”); and

The supplemental lease demising rooms 8-10
on the 8th floor of the Building dated 30
March 2017 between (1) Mars Pension
Trustees Limited and (2) Smartkem Limited
(“2017 Lease”); and

The lease demising the whole of the 8th floor
of the Building dated 16 April 2019 between
(1) AG Hexagon B.V. and (2) Smartkem
Limited (“2019 Lease”); and

The lease by reference demising the whole of
the 8th Floor of the Building dated 12 April
2022 between (1) AG Hexagon B.V. and (2)
Smartkem Limited (“2022 Lease”)

and all documents supplemental or collateral to
these leases.
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THIS LEASE is dated 22 May 2025 and made between:

1) the Landlord as set out in clause LR3; and

2) the Tenant as set out in clause LR3.

IT IS AGREED that:

1. INTERPRETATION

1.1 In this Lease the following words and expressions have the meanings set opposite them:

“Additional Charges” means the charges (if any) payable by the Tenant to the Landlord for the
provision of the Additional Services;

“Additional Services” means any or all of those services set out in schedule 5; “adjoining or
neighbouring premises” includes the Building other than the Premises;

“associated company” means a company in the same group of companies as the Tenant as defined by
section 42 of the Landlord and Tenant Act 1954;

“Authorised Guarantee Agreement” means an agreement between the Landlord and the Tenant
entered into by the Tenant as covenantor in the circumstances set out in clause 3.21 and containing the
provisions set out in schedule 9 hereto;

“Building” has the meaning given in the Other Particulars;

“Car Park” means the car park at the Building;

“Common Parts” means any entrances, entrance halls, lifts (including lift shafts), stairs, escalators,
passageways, landings, lavatory accommodation, Conducting Media and other parts of the Building
available or intended to be available for use in common by two or more of the Landlord’s tenants of the
Building;

“Conducting Media” means tanks, pipes, cables, wires, meters, drains, sewers, gutters and other things
of a similar nature for the passage of electricity, gas, water, soil and other services;

“Encumbrances” means the matters contained or referred to in the documents identified in schedule 3;
“End Date” means 15 April 2028 or (if earlier) the date on which the Term is determined;
“Environment” means land air and water and any of those media;

“Environmental Legislation” means the Health and Safety at Work etc Act 1974, the Environmental

Protection Act 1990, the Water Resources Act 1991, the Environment Act 1995 and any other statute of
a similar nature in force at any time during the Term;




“Environmental Management Plan” means any environmental management plan for the Building
which may, without limitation, include reasonable annual targets for:

(a) the reduction of energy consumption, carbon emissions, water use and waste at the
Building;

(b) the increase (where possible) of the use of plant and equipment based on renewable
technologies, renewable energy, recycled water and captured rainwater for the Building;

() the increase (where possible) of recycling of waste; and

(d)  other measures which it is practical to adopt in order to improve the environmental
performance of the Building;

provided that the plan and such targets shall have due regard to economic viability;

“Environmental Rating System” means any rating system adopted from time to time by the Landlord
(acting reasonably) for the purpose of measuring the environmental efficiency and/or performance of
the Premises or the Building;

“EPB Regulations” means the Energy Performance of Buildings (Certificates and Inspectors) (England
and Wales) Regulations 2012 and all amendments and revisions and ‘EPC’ means an Energy
Performance Certificate as defined in the EPB Regulations;

“Group Company” means in relation to any company any other company in the same group of
companies as that company within the meaning of Section 42 of the Landlord and Tenant Act 1954;

“Hazardous Substances” means dangerous hazardous toxic or highly flammable substances materials
effluents or waste pollutants contaminants or radioactive substances genetically modified organisms
micro-organisms and any substances whether natural or artificial solid or liquid gas or vapour or any
mixture thereof which may cause harm to the health of any living organisms or may interfere with the
ecological systems of which they form part or may cause harm to property or which may result in the
pollution of the Environment;

“Insurance Rent” means a fair proportion (to be determined by the Landlord acting reasonably) of the
cost to the Landlord in effecting the insurances set out in clause 4 (including the cost of obtaining a
valuation of the Building for insurance purposes);

“Insured Risks” means fire, lightning, explosion, impact, earthquake, storm, tempest, flood, bursting or
overflowing of water tanks or pipes, damage to underground water, oil or gas pipes or electricity wires
or cables, subsidence, ground slip, heave, riot, civil commotion, strikes, labour or political disturbances,
malicious damage, aircraft and aerial devices and articles dropped accidentally from them, acts of
terrorism and such other risk against which the Landlord may reasonably insure from time to time, and
Insured Risk means any one of the Insured Risks;




“Lab Gases” means such laboratory gases and laboratory steam as may be delivered through centrally
piped systems in the Building or via cylinders to certain laboratories in it including some or all of the
Lab Space;

“Lab Space” means the part of the Premises used and designated for use as laboratories;

“Landlord” includes the person or persons for the time being entitled to the reversion immediately
expectant on the Term;

“Lease Particulars” means the HM Land Registry Prescribed Clauses and the Other Particulars set out
at the beginning of this Lease;

“Parking Licence Arrangement” means any licence agreement made between the Landlord and the
Tenant for the parking of additional cars in the Car Park for a charge of £[**] per annum exclusive of
Value Added Tax subject to review rent every 3 years;

“Permitted Use” has the meaning given in the Other Particulars;

“Plan” means the plans appropriately numbered and annexed to this Lease;

“Planning Acts” means and includes the “Planning Acts” as defined in section 117 Planning and
Compulsory Purchase Act 2004 together with that Act and all other legislation from time to time
imposing controls on the development or use of land,;

“Premises” has the meaning given in the Other Particulars;

“Prescribed Rate” means four per cent per annum above the base rate for the time being of Barclays
Bank PLC or (in the event of such rate ceasing to be published) at such equivalent rate as the Landlord

shall notify to the Tenant;

“Previous Leases” has the meaning given in the Other Particulars; “Rent” has the meaning given in the
Other Particulars;

“Rent Commencement Date” has the meaning given in the Other Particulars; “Service Charge” has
the meaning give to it in schedule 4 hereto;

“Structure” means the exterior and main structure of the Building including the foundations, roofs,
main walls, ceilings and floors (but excluding any glass, false ceilings, all internal plaster and other
finishes of walls or ceilings save where internal to any Common Parts and any floorboards and floor
coverings);

“Tenant” includes the successors in title and assigns of the Tenant; “Term” has the meaning given in
the Other Particulars;

“Term Commencement Date” has the meaning given in the Other Particulars;




1.2

1.3

“Uninsured Damage” means damage to or destruction of the whole or any part of the Premises by any
risks expressly specified in the definition of the Insured Risks which renders the Premises unfit for
occupation and use or inaccessible and which:

@) is not insured because insurance is not or ceases to be available or is not available in the London
insurance market at economic rates; or

(i)  is not insured or fully insured by reason of any condition, exclusion or limitation which may be
imposed by the Landlord’s insurers but does not include any excess;

such that the full cost of reinstatement is not recoverable by the Landlord under the insurance policy but
not including damage by any risk which is not insured or is not fully insured against (or damage where
insurance is vitiated or insurance monies are wholly or partly irrecoverable) by reason of the act,
omission, identify or use of the Premises by the Tenant or anyone at the Building with the express or
implied consent of the Tenant and under the Tenant’s control;

“Utilities” means drainage, electricity, gas, fuel oil, energy of any other type, water, the provision of lab
gases and all other utility services; and

“VAT” means Value Added Tax and any other tax of a similar nature.

The Lease Particulars form part of this Lease.

In this Lease unless there is something in the context inconsistent therewith:

1.3.1 words importing the masculine gender shall include the feminine gender and vice versa and
words importing the singular shall include the plural and vice versa and words importing persons
and all references to persons shall include companies, corporations and firms and vice versa;

1.3.2 if at any time two or more persons are included in the expression the “Landlord” or “Tenant”
then covenants contained in this Lease or implied by or on the part of that party shall be deemed
to be and shall be construed as covenants entered into by and binding on such persons jointly and

severally;

1.3.3 where the Tenant is placed under a restriction by this Lease it includes an obligation not to
permit or allow the restriction to be infringed;

1.3.4 references to “lease” shall include “underlease” and vice versa;
1.3.5 references to “sustainable” and “sustainability” shall:

(a) require (without limitation) regard to be had to the sourcing, specification, performance,
recycling and suitability for purpose of any materials, processes or methodology; and

4.




1.4

2.1

2.2

23
24

2.5

3.1

(b) the question of whether something is sustainable shall be judged at the time the issue
arises and not according to that word’s meaning at the date of this Lease;

Any covenants on the part of the Tenant contained in this Lease shall be deemed to apply to the Tenant’s
full period of occupation of the Premises, whether pursuant to this Lease or during any prior period of
occupation by the Tenant, including during the terms of any Previous Lease.

DEMISE AND RENT

The Landlord DEMISES unto the Tenant with full title guarantee ALL THOSE the Premises
TOGETHER with the particular rights set out in schedule 1 hereto so far as the Landlord has the power
to grant the same BUT EXCEPT AND RESERVED AND SUBJECT to the particular rights and matters
set out in schedule 2 hereto AND SUBJECT ALSO to such other rights, easements, quasi easement and
privileges as are enjoyed by any adjoining or neighbouring premises in any manner affecting the
Premises AND SUBJECT ALSO to the matters contained or referred to in the Encumbrances TO HOLD
the Premises unto the Tenant (together with but except and reserved and subject as above) for the Term
YIELDING AND PAYING to the Landlord during the Term and so in proportion for any less time than
a year without any deductions therefrom whatsoever the following rents namely:

from the Rent Commencement Date the Rent by BACS or standing order by equal quarterly payments in
advance on the four usual quarter days in each year of which the first payment (being the due proportion
for the period commencing on the Rent Commencement Date and ending on the day prior to the next
usual quarter day thereafter) shall be paid on or before the Rent Commencement Date;

as additional rent, the Service Charge calculated in accordance with schedule 4 and payable as therein
set out;

within 14 days of written demand, as additional rent, the Insurance Rent;

the Additional Charges, at the times and in the manner specified in clause 13; and
VAT on the rents reserved by this Lease payable at the time such rents are payable.
TENANTS’ COVENANTS

The Tenant to the intent that the obligations created shall continue throughout the whole of the Term
COVENANTS with the Landlord as follows:

Pay Rent
3.1.1 To pay the Rent at the times and in the manner required by clause 2 without deduction or set off

and by bankers standing order or similar form of bank transfer if so required by the Landlord to a
bank in the United Kingdom.
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32

33

34

3.5

3.6

3.1.2

To pay all rents and other sums when they first fall due under this Lease whilst the Term is
vested in the Tenant whether or not such rents or other sums relate to a period before the Term
became vested in such Tenant.

Pay outgoings

321

To pay and keep the Landlord fully indemnified from and against all liability for all rates, taxes,
charges, duties, levies, assessments, impositions, the cost of supplying Utilities to the Premises
and outgoings of whatever nature (whether parliamentary, parochial, local or of any other
description) which are now or may become rated taxed charged levied assessed or imposed upon
the Premises or the owner, landlord, tenant or occupier of the Premises and whether or not
required to be paid by the Tenant himself but “taxes” does not include Value Added Tax or taxes
imposed on the Landlord in respect of the yearly rent reserved by this Lease or in respect of the
ownership of or a disposal of the interest in immediate reversion to this Lease.

Repair and decorate

33.1

332

(Damage by the Insured Risks or Uninsured Damage always excepted unless the policy or
policies of insurance effected by the Landlord against them shall be rendered void or payment of
the insurance moneys be refused in whole or in part by reason of or arising out of any act,
omission, neglect or default by the Tenant or any subtenant or other person under the control of
the Tenant or any subtenant) to keep the Premises including all means of escape therefrom in
case of fire or other emergency and Conducting Media forming part of and serving the Premises
in good and substantial repair and well and substantially maintained and in good decorative and
clean condition with the glass cleaned both inside and (unless such cleaning is being undertaken
as part of the Landlord’s services pursuant to schedule 4) outside at least once a month.

(Without prejudice to the generality of the above obligations of the Tenant) in a good and
workmanlike manner to the reasonable satisfaction of the Landlord whenever reasonably
necessary and also in the last three months of the Term (however and whenever it may terminate)
to decorate in a good and proper manner using good quality materials that are appropriate to the
Premises including all appropriate preparatory work to the Landlord’s reasonable satisfaction and
in the case of painting in the last three months of the Term the Landlord shall have the right to
insist on a particular colour scheme being used.

Statutory works

To execute all works required by or by virtue of any Act of Parliament or by any local or public
authority to be done in or in respect of the Premises.

Observe legislation




3.7

3.8

To observe and perform all requirements of any Act of Parliament, local Act or bylaw and notices issued
under such legislation or by any public, local or other competent authority (whether or not required of
the Tenant himself) in any way affecting the Premises or any thing in or any activity carried on by
persons resorting to or working or employed at the Premises or the use and occupation of the Premises
within the time limited by law or the notice requiring the same (or if no time is so limited then within a
reasonable time) to the reasonable satisfaction of the Landlord.

Yield up

Quietly to surrender and yield up the Premises to the Landlord (or as the Landlord may direct) at the end
or sooner determination of the Term in a state and condition in all respects in accordance with the
covenants on the part of the Tenant contained in this Lease and:

3.7.1 so that any EPC commissioned in respect of the Premises will have a rating not inferior to that of
the existing EPC at the date of this Lease, and of at least the minimum required for re-letting the
Premises at the end of the Term; and

3.7.2 unless otherwise required by the Landlord, at the Tenant’s expense to remove from the Premises
any alterations or additions to the Premises made during or prior to the Term; and

3.7.3 to hand over to the Landlord all keys relating to the Premises.
Entry by Landlord

3.8.1 To permit the Landlord and others authorised by the Landlord after at least three days’ prior
notice (except in an emergency when no notice need be given) to enter upon the Premises to
view and inspect the Premises and ascertain how the Premises are being used and occupied and
their state and condition and to take schedules of all landlord’s fixtures and fittings and to
estimate the current value of the Premises for insurance, mortgage or other purposes.

3.8.2 Whenever on any such inspection anything is found which constitutes a breach, non-
performance or non-observance of the covenants on the part of the Tenant contained in this Lease
and of which the Landlord gives notice to the Tenant to commence to remedy and make good the
same within one month of the date of such notice (or sooner if necessary) and thereafter proceed
diligently with the requisite works but if the Tenant shall fail so to do to permit the Landlord if it
so desires (although the Landlord shall be under no obligation so to do) without prejudice to the
Landlord’s right of re-entry or any other right or remedy of the Landlord to enter upon the
Premises with contractors, workmen and others and all necessary equipment, tools and materials
and to execute or complete such works and to pay to the Landlord on written demand either
during or on completion of such works as the Landlord may require the costs and expenses
properly incurred by the Landlord together with all solicitors’, surveyors’ and other professional
fees and expenses properly incurred by the Landlord in relation to such works.
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3.10

3.11

Entry by adjoining owners

To permit the Landlord and others authorised by the Landlord and the tenants, owners or occupiers from
time to time of any adjoining or neighbouring premises and their respective agents and contractors to
enter upon the Premises with workmen and others and all necessary equipment, tools and materials after
at least three days’ prior notice (except in an emergency when no prior notice need be given) in order to
carry out repairs, alterations, additions, decorations or any other works to or of any adjoining or
neighbouring premises which cannot reasonably be carried out without entry on to the Premises
PROVIDED ALWAYS that the persons so entering shall cause as little inconvenience as possible to the
Tenant or other the occupiers of the Premises and shall with the minimum of delay make good all
damage caused to the Premises to the Tenant’s reasonable satisfaction.

Costs of default

To pay all proper costs, charges and expenses (including solicitors’ costs and bailiffs’, architects’ and

surveyors’ fees) reasonably payable by the Landlord for the purposes of and incidental to the

preparation, service and enforcement (whether by proceedings or otherwise) of:

3.10.1 any notice under section 146 or 147 Law of Property Act 1925 requiring the Tenant to remedy a
breach of any of the Tenant’s obligations hereunder notwithstanding forfeiture for any such
breach shall be avoided otherwise than by relief granted by the Court;

3.10.2 any notice to repair or schedule of dilapidations accrued at or prior to the end or sooner
determination of the Term or not whether served during the Term or within 3 months of the end
of the Term,

3.10.3 the payment of any arrears in the rents reserved by this Lease;

3.10.4 the consideration of applications for consent under clause 3.12 of this Lease;

3.10.5 the consideration of applications for consent under clauses 3.21 or 3.22 of this Lease;

and in default of payment all such sums shall be recoverable as rent in arrears.

User

3.11.1 Not to use the Premises other than for the Permitted Use.

3.11.2 Not to use the Premises in any other manner or for any other purpose or for any immoral or
unlawful purpose or for any sale by auction.

3.11.3 The Tenant acknowledges that nothing in this Lease constitutes a warranty that the above uses
comply or will continue to comply with the Planning Acts and the




3.12

3.114

Tenant shall not be entitled to any relief or compensation whatsoever from the Landlord in that
respect.

Neither the Tenant nor any subtenant nor any person under the control of the Tenant or any
subtenant shall overload any floor of or lift in or serving the Premises or pass or leave anything
of a harmful nature through or in the basins or water-closets of or any Conducting Media in or
serving the Premises (whether exclusively or jointly with other premises) or do anything at the
Premises which shall be or may become a nuisance (whether indictable or not) or which shall
cause any damage or disturbance to the Landlord or the owners, tenants or occupiers from time
to time of any adjoining or neighbouring premises.

Alterations

3.12.1

3.12.2

3.12.3

3.12.4

Not to carry out any alterations to the Premises externally or of a structural nature whatsoever.

Non-structural alterations to the Premises shall be carried out only after there has first been
obtained the written consent of the Landlord such consent not to be unreasonably withheld or
delayed all necessary approvals, consents, licences, permits or permissions of any competent
authority, body or person and then only strictly in accordance with their terms and conditions and
with such drawings and specifications of the relevant alteration, addition or other works as the
Landlord shall require and previously have approved in writing such consent not to be
unreasonably withheld or delayed and to remove any such alterations on expiry or sooner
determination of the Lease.

When making alterations which are permitted by the Landlord or by the provisions of this clause
3.12 to use reasonable endeavours:

(a) to do so in a good and workmanlike manner;

(b) to treat and maintain all materials in accordance with their manufacturers’ instructions
and recommendations; and

() to avoid any adverse impact on the EPC rating.

Where the Tenant is making alterations which are permitted by the Landlord or by the provisions
of this clause 3.12, which may have a material and adverse effect on:

(a) the asset rating in any existing EPC; or

(b) the rating of the Premises and/or the Building under any Environmental Rating System;
or

() the efficiency of the use of energy or water within the Premises or the Building;

9.




3.13

3.12.5

3.12.6

3.12.7

3.12.8

3.12.9

to provide such information as the Landlord may reasonably require to enable the Landlord to
ascertain the effects of such alterations and to have due regard to any reasonable policy from
time to time adopted by the Landlord in relation to environmentally responsible property
management and the Environmental Management Plan and or any suggestions the Landlord
makes to minimise or, if possible, avoid any such material and adverse effect which the
alterations may otherwise have.

To permit the Landlord and others authorised by the Landlord to enter upon the Premises on
reasonable prior written notice (save in the case of emergency where no notice will be required)
at reasonable hours during the daytime for the purpose of seeing that all alterations, additions or
other works are being or have been carried out in all respects in conformity with this clause and
immediately upon being required to do so to remove any alteration, addition or other works of or
to the Premises which do not so conform or in respect of which any such approvals, consents,
licences, permits or permissions of the competent authority, body or person has been withdrawn
or has lapsed and thereupon make good all damage caused to the Premises and restore and
reinstate all affected parts of the Premises to the reasonable satisfaction of the Landlord.

If any alterations or additions are made to the Premises (whether or not the consent of the
Landlord was required), immediately following completion of such works to give written notice
to the Landlord together with full plans and specifications of such works.

Before any alterations or additions are made to the Premises (whether or not the consent of the
Landlord is required), to communicate particulars of such alterations or additions to the Landlord
so that the Landlord may forward them to the insurance office with which the Premises are
insured and to obtain the consent of such insurance office to such alterations or additions.

To pay as additional rent any sums which the Landlord may expend in additional premiums for
the insurance of the Premises by reason of any alterations or additions made to the Premises by
the Tenant.

If the Tenant carries out alterations which necessitate the provision of a new EPC, to obtain a
new EPC at its own cost (with Landlord consent) and to provide a copy of such EPC to the
Landlord.

Signage

No fascia, sign, name plate, bill, notice, placard, advertisement or similar device shall be affixed to or
displayed in or on any part of the Premises so as to be visible from the exterior other than those
indicating the name of any occupier for the time being and his business and which have (with their size
and positioning) been previously approved by the Landlord in writing such approval not to be
unreasonably withheld or delayed.
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3.14

3.15

3.16

3.17

3.18

Aerials, etc

No television or wireless or other form of mast or aerial nor any flagpole shall be affixed to any part of
the exterior of the Premises other than those which have (with their positioning) been previously
approved by the Landlord in writing such approval not to be unreasonably withheld or delayed.

Common Parts

Not to obstruct the Common Parts of the Building or use them in such a way as to cause nuisance or
annoyance to any other person.

Planning Acts

3.16.1 Without prejudice to the generality of clause 3.4 fully to observe and perform all the
requirements of the Planning Acts in respect of the Premises or its use and all the requirements of
any approval, consent, licence, permit or permission granted under the Planning Acts which
remain lawfully enforceable and affect the Premises.

3.16.2 No application shall be made for any approval, consent, licence, permit, permission, certificate
or determination under the Planning Acts in respect of the Premises without the prior written
consent of the Landlord such consent not to be unreasonably withheld or delayed.

3.16.3 Unless the Landlord shall otherwise direct in writing to carry out to the reasonable satisfaction of
the Landlord during the Term (however and whenever it may terminate) all works to the
Premises which as a condition of any such approval, consent, licence, permit or permission
obtained by or on behalf of the Tenant or any subtenant are required to be carried out at the
Premises by a date after the Term (however and whenever it may terminate).

Statutory Notices

To give the Landlord a copy of every notice of whatsoever nature affecting or likely to affect the
Premises made given or issued by or on behalf of the local planning authority or any other authority,
body or person having lawful jurisdiction within seven days of its receipt by the Tenant or any subtenant
and to produce the original to the Landlord on written request and to take all reasonable and necessary
steps to comply with every such notice And if so required in writing by or on behalf of the Landlord to
make or join with the Landlord and any other persons for the time being interested in the Premises or
any adjoining or neighbouring premises in making such objections or representations against or in
respect of any such notice as the Landlord may reasonably require.

Insurer’s requirements
3.18.1 Nothing of a noxious, dangerous, explosive or inflammable nature shall be stored, placed or kept

or remain on the Premises (save for in the normal course of the Tenant’s business, in which
circumstances such things of a noxious, dangerous,
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3.19

3.18.2

3.18.3

3.18.4

3.18.5

3.18.6

3.18.7

explosive or inflammable nature shall be kept, stored, placed, remain or used on the Premises in
accordance with manufacturers’ guidelines and good industry practice) nor shall any other thing
be done in or about the Premises which does or may invalidate or render void or voidable or
cause any increased premium to be payable for any policy of insurance maintained by the
Landlord in respect of the Premises or any adjoining or neighbouring premises.

To repay to the Landlord within 14 days of written demand an amount equal to any such
increased premium as may become so payable as a result of the act or omission of the Tenant.

If the Premises or any other premises shall be destroyed or damaged as a result of any matter
referred to in subclause 3.18.1 of this clause or as a result of any act, omission, neglect or default
by or on the part of the Tenant or any subtenant or any person under the control of the Tenant or
any subtenant as a result of which any policy of insurance maintained by the Landlord is
rendered void or payment of the insurance money is refused in whole or in part to pay to the
Landlord on written demand or otherwise make good to the Landlord all loss, damage and
expense so incurred.

To insure the Premises against the Tenant’s occupiers’ and third party liability risks.

To maintain the insurance required by clause 3.18.4 with a substantial insurer of repute and at the
Landlord’s reasonable request to produce to it copies of all relevant policies, or satisfactory
evidence of their terms, and evidence that the last premium has been paid.

If the Tenant does not maintain the insurance required by this clause 3.18.4 the Landlord may do
so and the Tenant shall repay to it within 14 days of demand all monies spent by it in doing so
together with the Prescribed Rate from the date of written demand to the date of repayment.

If the Tenant is entitled to the benefit of any insurance on or in respect of the Premises or the
Building, other than the insurances required by this Lease, to apply all money received from it in
making good the loss or damage for which the money is received.

To Let board

To permit the Landlord during the period of six months immediately preceding the end or sooner
determination of the Term (and at any time during the Term in the event of any proposed disposal by the
Landlord of its interest in the Premises) to affix and retain on any part of the Premises (but not so as
materially to interfere with any trade or business carried on thereat or with reasonable access of light
and air) notices and boards relating to any proposed disposal by the Landlord of its interest in the
Premises or for reletting or otherwise dealing with the same and to permit all persons with written
authority from the Landlord or the Landlord’s agents to inspect and view the Premises at reasonable
times of the day by previous appointment.
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3.20 Prohibited alienation

321

The Tenant shall not assign, transfer, underlet, part with or share possession or occupation, mortgage or
charge any part (as opposed to the whole) of the Premises nor (without prejudice to clauses 3.21 and
3.22) part with or share possession or occupation of the whole of the Premises (which is expressly
prohibited) and the Tenant shall not permit or suffer any such dealing.

Assignment

3.21.1

321.2

3.21.3

3214

3.21.5

Not to assign the whole of this Lease except in accordance with this clause.

In addition to the conditions and requirements of clauses 3.21.3 to 3.21.6, not to assign this
Lease:

(a) without first complying with the provisions of schedule 7; and

(b) if the proposed assignment is to take place before the Term Commencement Date, unless
simultaneously with the 2022 Lease and to the same assignee.

Not to assign the whole of the Premises without the prior written consent of the Landlord (such
consent not to be unreasonably withheld or delayed) provided that the Landlord shall be entitled:

(a) to withhold its consent in any of the circumstances set out in subclause 3.21.5;

(b) to impose all or any of the matters set out in subclause 3.21.6 as a condition of its
consent.

The provisos to subclause 3.21.1 shall operate without prejudice to the right of the Landlord to
withhold such consent on any other ground or grounds where such withholding of consent would
be reasonable or to impose any further condition or conditions upon the grant of consent where
the imposition of such condition or conditions would be reasonable.

The circumstances referred to in subclause 3.21.3(a) are as follows:

(a) where in the opinion of the Landlord the value of the Landlord’s reversion to the
Premises would be diminished or otherwise adversely affected by the proposed
assignment on the assumption (whether or not a fact) that the Landlord wished to sell its
reversion the day following completion of the assignment of this Lease to the proposed
assignee;

(b) where in the reasonable opinion of the Landlord the assignee is not of sufficient financial
standing to enable it to comply with the tenant’s covenants in the Lease;
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()
(d)

where the assignee enjoys diplomatic or state immunity;

where the assignee is not resident in a jurisdiction where reciprocal enforcement of
judgments exists.

3.21.6 The conditions referred to in subclause 3.21.3(b) are as follows:

(a)

(b)

()

(d)

(e)

Subletting

the execution and delivery to the Landlord prior to the assignment in question of a deed
of guarantee (being an Authorised Guarantee Agreement);

the payment to the Landlord of all rents and other sums which have fallen due under the
Lease prior to the date of assignment (save in respect of any element of the same that is
subject to a bona fide dispute);

the giving of any requisite consent of any superior landlord or mortgagee and the
fulfilment of any lawful condition of such consent;

where reasonable so to request, the execution and delivery to the Landlord prior to the
assignment of a rent deposit deed in such form as the Landlord shall reasonably require
together with the payment by way of cleared funds of the sum specified in the rent
deposit deed;

where reasonable so to request, the execution and delivery to the Landlord of a deed of
guarantee entered into by one or more third party guarantors reasonably acceptable to the
Landlord incorporating the provisions of schedule 8.

3.22.1 The Tenant may not sublet the whole of the Premises without the prior written consent of the
Landlord (such consent not to be unreasonably withheld or delayed) and subject to the provisions
of subclauses 3.22.2, 3.22.3, 3.22.4, and 3.22.5 of this clause.

3.22.2 The Tenant shall not sublet the Premises or agree to sublet the Premises otherwise than at the
higher of: (i) the best rent then reasonably obtainable with vacant possession on the open market
without fine or premium; and (ii) the Rent reserved under this Lease immediately prior to such
subletting and every permitted underlease (whether mediate or immediate) of the whole of the
Premises shall (so far as applicable):

(a)

(b)

contain covenants by the subtenant in the same form as those contained in clauses 3.20,
3.21 and 3.22;

be for a contractual term shorter than the Term,;
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3.23

3.24

3.25

(c) include such covenants of the underlessee as are not inconsistent with or impair the due
performance and observance of the covenants of the Tenant in this Lease.

3.22.3 Before or at the same time as any underletting of the whole of the Premises shall be effected the
proposed subtenant shall enter into direct covenants with the Landlord in such form as the
Landlord shall require to observe and perform all the covenants and agreements on the part of
the Tenant and the stipulations and conditions contained in this Lease (other than the payment of
the Rent) during the term of the underlease.

3.22.4 Subject and without prejudice to the other provisions of this clause there shall be no underletting
of the whole of the Premises without the prior written consent of the Landlord such consent not
to be unreasonably withheld or delayed.

3.22.5 Any sublease must be validly contracted out of the security of tenure provisions of the Landlord
and Tenant Act 1954 and copies of the relevant notice and statutory declaration must be provided
to the Landlord prior to the completion of any sublease.

Sharing Occupation

Notwithstanding clause 3.20 where the Tenant is a company incorporated in England and Wales, the
Tenant may share occupation of the Premises with any Group Company of the Tenant provided that no
relationship of the Landlord and Tenant is created and the sharing occupation is to cease immediately
that the Group Company ceases to be a Group Company of the Tenant.

Registration of dealings

Within 21 days of every assignment or transfer (whether by deed, will or otherwise) and every mortgage
or charge and every permitted underletting of the Premises and upon every other disposition or
transmission or devolution of the Premises (including all Orders of Court, Probates and Letters of
Administration and group sharing) notice shall be given to the Landlord’s solicitors with the date and
short particulars of the dealing and the names and addresses of every party and at the same time the
deed, document or instrument creating or evidencing the dealing shall be produced to the Landlord’s
solicitors for registration (with a certified copy for retention by the Landlord) and to pay the Landlord’s
solicitors a registration fee of £50 plus VAT for each such registration.

Enforcement of sublease
3.25.1 Not without the consent of the Landlord such consent not to be unreasonably withheld or delayed
to vary the terms or waive the benefit of any covenant of the sublessee or condition in a sublease

of the Premises.

3.25.2 Not without the consent of the Landlord (such consent not to be unreasonably withheld) to
accept a surrender of any sublease of the Premises.
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3.26

3.27

3.28

3.25.3 Diligently to enforce the covenants of the sublessee and the conditions in any sublease of the
Premises or the sub-let part (as the case may be) and (if reasonably required by the Landlord) to
exercise by way of enforcement the powers of re-entry in the sublease.

3.25.4 Not without the consent of the Landlord to accept any sum or payment in kind by way of
commutation of the rent payable by any sublease of the Premises or the sub-let premises.

3.25.5 Not to accept the payment of rent from a sublessee of the Premises or the sub-let premises
otherwise than by regular quarterly (or more frequent) payments in advance.

3.25.6 Duly and punctually to exercise all rights (if any) to revise the rent reserved by any sublease of
the Premises or the sub-let premises.

Encroachments

3.26.1 Neither the Tenant nor any subtenant shall effect, authorise or permit any encroachment upon or
acquisition of any right, easement, quasi-right, quasi- easement or privilege adversely affecting
the Premises or any closing or obstruction of the access of light or air to any windows or
openings of the Premises nor shall the Tenant nor any subtenant give any acknowledgement to
any third party that the enjoyment of access of light or air is by the consent of such third party or
give any consideration to any third party or enter into any agreement with any third party for the
purpose of inducing or binding such third party to abstain from obstructing the access of light or
air.

3.26.2 If any such encroachment or acquisition or closing or obstruction shall be threatened or
attempted to give notice of the dealing to the Landlord as soon as the same comes to the
knowledge of the Tenant or of any subtenant and upon request by the Landlord to take immediate
steps (in conjunction with the Landlord and other interested persons if the Landlord shall so
require) and to adopt all such lawful means and do all such lawful things as the Landlord may
reasonably deem appropriate for preventing any such encroachment or acquisition.

Costs of applications

To pay all proper costs and expenses (including surveyors’ fees and solicitors’ charges and all
disbursements) incurred or payable by the Landlord in respect of every application to the Landlord for
any consent or approval hereunder whether or not such consent or approval is granted or refused or the
application for same is withdrawn unless such consent is unlawfully withheld.

Observe Encumbrances

To observe and perform the agreements, covenants and stipulations contained or referred to in the
Encumbrances in so far as the same are still subsisting and capable of being
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3.29

3.30

3.31

enforced against the Premises or the owner, landlord, tenant or occupier of the Premises (other than any
that are personal covenants of the Landlord) and to keep the Landlord throughout the Term fully
indemnified against all actions, proceedings, costs, claims, demands, expenses and liability in any way
relating such matters.

Hazardous and damaging substances

Not to allow any hazardous or damaging substance (including water) to escape from the Premises and to
make good and pay compensation for any damage caused by any escape that occurs.

Contamination

To keep the Landlord indemnified in respect of any costs and liabilities arising as a result of or in
connection with the presence in or under the Premises or any adjoining premises through any act or
default of the Tenant or of any subtenant or licensee of the Tenant or of anyone acting under the
direction or control of the Tenant of any Hazardous Substances or any controlled waste as defined in the
Environmental Protection Act 1990 including any costs and liabilities relating to the cleaning or
removal of any substance.

EPB Regulations
3.31.1 To comply with the EPB Regulations in so far as they relate to the Premises.

3.31.2 To provide to the Landlord within 14 days of written demand documentary evidence of
compliance by the Tenant with the EPB Regulations from time to time including without
limitation any EPC relating to the Premises and the recommendations issued with such EPC.

3.31.3 Without limitation to clause 3.31.1 to co-operate with the Landlord on request in the preparation
amendment or revision of an EPC for the Premises or for any other adjacent building or building
of which the Premises forms part or the implementation of any recommendations made in a
report issued with such an EPC including allowing such access to the Premises as is reasonably
necessary for such purposes.

3.31.4 To pay for and to indemnify the Landlord against all costs relating to the preparation amendment
or revision of an EPC for the Premises or for any building of which the Premises forms parts and
compliance with any duty or obligations on any person under the EPB Regulations arising as a
result or consequence of:

(a) any alteration or extension of the Premises by the Tenant;
(b) any proposed sale transfer assignment subletting or change of occupation of the Premises
by the Tenant (without prejudice to the restrictions imposed by this Lease on any such

proposal); or

(c) any other action or proposed action of the Tenant;
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3.32

333

3.34

4.

including the Landlord’s own internal management costs and including the provision of prior
security for such costs in such sum as the Landlord shall reasonably require.

Compliance with Landlord’s Regulations

To observe any reasonable regulations made by the Landlord and notified in writing to the Tenant
having as their object the safety, promotion, maintenance, management and general amenity of the
Building.

Indemnity

To indemnify the Landlord against all liability arising as a result of the breach, non-observance or non-
performance by the Tenant of its covenants and the conditions in this lease and/or by any act, default or
negligence of the Tenant or any person deriving title under the Tenant or their respective agents,
employees or licensees provided that the Landlord shall take reasonable steps to mitigate its loss.

Previous Leases

3.34.1 To observe and perform the tenant’s covenants contained in the Previous Leases until the Term
Commencement Date of this Lease and the Tenant will remain liable for any outstanding
obligations (including excess service charge liability) under any Previous Lease.

3.34.2 If the Landlord so requires, the Tenant will remove any alterations carried out by the Tenant
during the Term of any Previous Lease (including anything fixed to the Premises and any
partitioning erected) or during any period of occupation by the Tenant or any predecessor of the
Tenant under a previous lease or tenancy) and make good any damage caused by that removal.

3.34.3 The Tenant’s obligations under clauses 3.3 and 3.7 should be interpreted with reference to the
date of commencement of:

(a) the 2019 Lease, in respect of those parts of the 8th Floor not previously demised by either
the 2017 Lease or the 2015 Lease;

(b) the 2017 Lease in respect of Rooms 8-10; and
(c) the 2015 Lease, in respect of those parts of the 8th Floor demised thereby.

3.34.4 If the term of years of the 2022 Lease should be determined by the provisos for re- entry
contained therein, this Lease shall become absolutely void.

LANDLORD’S COVENANTS

The Landlord COVENANTS with the Tenant as follows:
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4.1

4.2

Insure

4.1.1

4.13

4.1.4

To insure and (unless such insurance shall become void or payment of the insurance moneys
shall be refused in whole or in part by reason of any act, omission, neglect or default by or on the
part of the Tenant or any subtenant or other person under the control of the Tenant or any
subtenant) to keep insured and to pay all premiums for insuring and keeping insured the Building
(whether or not with other premises) against loss or damage by the Insured Risks together with
insurance against:

(a) architects’, surveyors’ and other professional advisers’ fees at the usual scales current for
the time being and the cost of demolition and site clearance consequent upon rebuilding
or reinstatement; and

(b) three years’ loss of the Rent and Service Charge or loss of the Rent and Service Charge
for such period as the Landlord shall in its absolute discretion deem necessary for the
rebuilding or reinstatement of the Building taking into account any likely increases in
such rents during such period.

If the Premises shall at any time or times be destroyed or damaged by any of the Insured Risks to
apply all such moneys (except moneys received in respect of loss or damage of or to such
adjoining or neighbouring premises or any fixtures and fittings liability to third parties or loss of
rent) as the Landlord may receive under or by virtue of such insurance in rebuilding or
reinstating the Building or such parts as may have been damaged or destroyed as expeditiously
as possible (subject always to the Landlord being able to obtain all such approvals, consents,
licences, permits and permissions from any superior landlord or other competent authorities and
all such materials and labour as may be necessary for such rebuilding and reinstatement).

The obligation to reinstate will not apply and the Landlord will be entitled to retain any
insurance proceeds received from the insurance for its own benefit where the whole or any part
of the insurance proceeds are withheld due to the act or default of the Tenant or the Landlord is
prevented from reinstating as a result of not being able to obtain any approvals, consents,
licences, permits and permissions from the superior landlord or other competent authorities or
any materials and labour as may be necessary for such rebuilding and reinstatement) (having
used all reasonable endeavours to obtain the same).

To produce to the Tenant within a reasonable time following demand (but not more than once in
every year) a copy of the Landlord’s insurance policy in respect of the Building.

Quiet enjoyment

That the Tenant paying the Rent and all other moneys which may become payable hereunder by the
Tenant and observing and performing the several covenants and agreements on the Tenant’s part and the
conditions and stipulations contained in this Lease
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5.1
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shall and may peaceably hold and enjoy the Premises during the Term in accordance with the provisions
of this Lease without any lawful interruption by the Landlord or any person lawfully claiming under or
in trust for the Landlord.

Provide services

Unless prevented by strikes, lockouts, unavailability of materials or labour or by any other matter
outside the control of the Landlord, the Landlord shall use all reasonable endeavours to carry out the
works and to provide the services referred to in schedule 4 hereto throughout the Term in a proper and
efficient and economic manner in accordance with the principles of good estate management and
without imposing any unfair or unreasonable burden on the Tenant and (where appropriate) using good
and suitable materials.

PROVISOS
PROVIDED ALWAYS AND IT IS AGREED as follows:
Interest on late payments

5.1.1 Whenever the whole or any part of the Rent (whether formally or legally demanded or not) or
any other moneys which may become payable hereunder by the Tenant to the Landlord shall
remain unpaid after becoming due and payable then the amount or the balance for the time being
unpaid shall (without prejudice to the Landlord’s right of re-entry or any other right or remedy of
the Landlord) as from the due date for payment and until the same is duly paid bear and carry the
interest thereon (as well after as before any judgment) at the Prescribed Rate;

5.1.2 In the event of there being any breach by the Tenant of the covenants on its part contained in this
Lease and the Landlord having notified the Tenant in writing that by reason of such breach the
Rent will not be accepted for the time being then the amount or the balance for the time being
outstanding shall (but without prejudice as mentioned above) as from the date of the notice
served by the Landlord in respect of such breach or (if later) from the due date for payment until
the date on which payment is tendered by the Tenant following the remedying of such breach
bear and carry interest thereon (as well after as before any judgment) at the Prescribed Rate;

and the Tenant accordingly COVENANTS with the Landlord that in every such case the Tenant will pay
such interest thereon to the Landlord in addition to the Rent and other moneys (as well after as before
any judgment) at the Prescribed Rate and in default of payment such interest shall be recoverable as rent
in arrears.

Re-entry

Without prejudice to any other provisions contained in this Lease, if:

5.2.1 the rents reserved by this Lease are unpaid for 21 days after it becomes due (whether formally
demanded or not);
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5.2.2 the Tenant is in breach of any of its obligations in this Lease;

5.2.3 the Tenant (being a company) enters into liquidation whether compulsory or voluntary (other
than for the purpose of reconstruction or amalgamation not involving a realisation of assets) or a
resolution is passed or a petition is presented for such liquidation;

5.2.4 an administrator is appointed in respect of the Tenant pursuant to the Insolvency Act 1986 or the
Insolvent Partnerships Order or application is made for such administration or notice is given
under paragraph 15 or 26 of Schedule B1 to the Insolvency Act 1986 (as amended);

5.2.5 areceiver is appointed in respect of the Tenant or any assets of the Tenant;

5.2.6 (where the Tenant comprises or includes one or more individuals) a bankruptcy order is made
against any such individual or a petition is presented for such bankruptcy order;

5.2.7 the Tenant becomes insolvent or unable to pay its debts within the meaning of section 123
Insolvency Act 1986 or makes a proposal for or enters into any composition with its or his
creditors or makes a proposal for or enters into a voluntary arrangement (within the meaning of
section 1 or section 253 Insolvency Act 1986);

5.2.8 any of the above events occurs in relation to any Surety (excluding for this purpose any person
whose liability at the time of such event derives from an Authorised Guarantee Agreement); or

5.2.9 any event analogous to any of the above events occurs in any jurisdiction other than England and
Wales.

then the Landlord may at any time re-enter the Premises or any part of the Premises in the name of the
whole and immediately this Lease shall terminate absolutely but without prejudice to any rights of the
Landlord in respect of any breach of any of the obligations on the Tenant’s part in this Lease.

Rent cesser

If the Premises or any material part shall at any time or times be destroyed or damaged by any of the
Insured Risks so as to be unfit for occupation and use then and in every such case (unless as provided in
clause 4.1.1) the Rent and the Service Charge or a fair and just proportion according to the nature and
extent of the damage sustained (as agreed between the Landlord and the Tenant in writing within one
month of such destruction or damage) shall for a period of three years (or for such other period as the
Landlord shall have insured under clause 4.1.1) from the date of such damage or destruction or (if
earlier) until the Premises have been rebuilt or reinstated and made fit for occupation and use be
suspended and cease to be payable and failing such agreement or in case any dispute shall arise as to
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the amount of such suspension and/or such period the same shall be determined by an independent
surveyor who shall:

5.3.1 Dbe a chartered surveyor with at least ten years’ experience in the assessment of rent for premises
of a similar nature in the locality of the Premises;

5.3.2 Dbe appointed by the President or Vice President for the time being of the Royal Institution of
Chartered Surveyors on the application of whichever of the Landlord and the Tenant shall first so

apply;
5.3.3 act as an expert and not as an arbitrator;
5.3.4 on his appointment serve written notice on the Landlord and the Tenant;

5.3.5 consider any written representations by or on behalf of the Landlord or the Tenant concerning
such matter which are received by him within 28 days of such service but otherwise have an
unfettered discretion to determine such matter;

5.3.6 serve notice of such determination on the Landlord and the Tenant as soon as he has made it;

5.3.7 Dbe paid his proper fee and expenses in connection with such determination by the Landlord and
the Tenant in equal shares or any such shares as he may determine;

and any such determination shall be final and binding on the parties Provided that if and whenever any
person so appointed shall die, be adjudged bankrupt or become of unsound mind or if both the Landlord
and the Tenant shall serve upon such person written notice that in their opinion he has unreasonably
delayed making such determination such person shall ipso facto be discharged and be entitled only to
his reasonable expenses prior to such discharge and another such independent surveyor shall be
appointed to act in his place.

Frustration

If the Premises or any material part is destroyed or damaged by any of the Insured Risks and (the Tenant
having as soon as practicable notified the Landlord in writing of such damage or destruction) the
Landlord has not completed reinstatement of the Premises (so that the Premises are fit again for
occupation and use) within two years and nine months of the date of such damage or destruction then
(unless as provided in clause 4.1.1) this Lease may be terminated by either party giving to the other not
less than three months’ notice and upon the expiry of such notice the Term shall end but if by the expiry
of such notice the Premises have been reinstated so as to be fit for occupation and use the notice will be
void and this Lease will continue in full force and effect, and if this Lease is terminated pursuant to this
clause the Landlord will be entitled to retain the whole of the insurance moneys for its absolute use and
benefit.

).




5.5

5.6

5.7

5.8

Uninsured Damage

5.5.1 If there is Uninsured Damage then the rent or a fair proportion of it shall be suspended from the
date of the destruction or damage until the Premises is again fit for occupation and use or this
Lease is terminated pursuant to this Clause 5.5.

5.5.2 Within 12 months after the date of such Uninsured Damage the Landlord shall give written
notice to the Tenant (Election Notice) stating whether or not it proposes to rebuild or reinstate
the Property and if the Election Notice states that the Landlord does propose to rebuild or
reinstate then for all purposes of Clause 4.1.2 the damage or destruction shall be deemed to have
been caused by an Insured Risk in respect of which the full insurance monies are recoverable by
the Landlord under the insurance policies.

5.5.3 If the Election Notice states that the Landlord does not propose to rebuild or reinstate the
Property or if no Election Notice is served strictly within the period of 12 months referred to in
Clause 5.5.2 (or if the Landlord has not reinstated within three years of the Election Notice) then
either party may determine this Lease with immediate effect by serving notice in writing on the
other (provided that no such notice may be served after the Premises has been reinstated).

5.5.4 Upon service of a notice in accordance with Clause 5.5.3 the Term will absolutely cease but
without prejudice to any rights or remedies that may have accrued to either party against the
other and any proceeds of the insurance shall belong to the Landlord.

Statutory compensation

The Tenant shall not be entitled on quitting the Premises to any compensation under section 37 of the
Landlord and Tenant Act 1954 (as amended).

Data Protection Act 1998

For the purposes of the Data Protection Act 1998 or otherwise the Tenant and the Surety (if any)
acknowledge that information relating to this tenancy will be held on computer and other filing systems
by the Landlord or the Landlord’s managing agent (if any) for the purposes of general administration
and/or enforcement of this Lease and agree to such information being used for such purposes and being
disclosed to third parties so far only as is necessary in connection with the management of the
Landlord’s interest in, the insurance and/or maintenance of the Premises, checking the credit-worthiness
of the Tenant and the Surety, or the disposal or sub-letting of the Premises or the Building of which the
Premises form part, or is necessary to conform with recognised industry practice in the management and
letting of property.

Exclusion of liability

The Landlord shall not be liable to observe or perform any obligation on its part contained in this Lease
(and the Tenant releases the Landlord from all liability in respect of any
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5.10

5.11

5.12

6.1

6.2

6.3

6.4

breach or non-observance of any such obligation) after it has ceased to be entitled to the reversion
immediately expectant upon the Term.

Disclaimer of liability for use of Car Park

The Landlord will not be liable for loss or damage to any vehicle or other property or damage or injury
to any person or for the prevention of ingress to or egress from the Car Park caused by unauthorised use
of the Car Park.

Utilities and Lab Gases charges
The Landlord and the Tenant shall observe and perform their respective obligations in Schedule 6.

The Landlord and the Tenant shall co-operate with each other by the Tenant providing to the Landlord
whatever information the Landlord reasonably requests relating to the energy and water consumption
and waste management statistics for the Premises and by the Landlord providing to the Tenant whatever
information the Tenant reasonably requests (but only at reasonable intervals) relating to such statistics
for the Common Parts, in all cases on such terms as the parties may reasonably agree.

TENANT’S OPTION TO DETERMINE

The Tenant may end this Lease on the Break Date by giving at least six months’ written notice expiring
on that day provided that at the time of expiry of such notice:

6.1.1 there are no arrears of any rents reserved by or any other sums payable under this Lease; and

6.1.2 the Tenant has vacated the Premises and there are no continuing sub-leases or other occupations
of the Premises; and

6.1.3 the Tenant has paid to the Landlord in cleared funds the sum of £105,188.50 (exclusive of VAT).

If any of the conditions referred to in 6.1.1, 6.1.2 and 6.1.3 above are not satisfied at the date of expiry
of such notice the notice is deemed to be of no effect and this Lease shall continue as before, provided
that the Landlord may waive all or any of such conditions by giving notice to the Tenant at any time.

The ending of this Lease shall not affect either party’s rights in respect of any earlier breach of any
provision of this Lease.

On the date on which this Lease ends pursuant to this clause, the Tenant shall hand over to the Landlord
the original Lease and all other title deeds and documents relating to the Premises, and shall execute
such document as the Landlord shall reasonably require in order to cancel any entry or title at the Land
Registry.
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6.5

7.1

7.2

9.1

9.2

10.

If this Lease terminates in accordance with this clause 6, then within 21 days after the Break Date the
Landlord shall refund to the Tenant the proportion of the Rent, Insurance Rent and Service Charge and
any VAT paid thereon for the period from and excluding the Break Date up to and excluding the next
date for payment of those sums which has been paid in advance calculated on a daily basis PROVIDED
THAT the Landlord shall be entitled (acting at all times properly and reasonably) to set off any sums due
and outstanding from the Tenant to the Landlord pursuant to this Lease and relating to any period prior
to the Break Date.

EXCLUSION OF SECTIONS 24-28 OF THE LANDLORD AND TENANT ACT 1954
The Landlord and the Tenant confirm that:

7.1.1 the Landlord served a notice on the Tenant complying with Schedule 1 to the Regulatory Reform
(Business Tenancies) (England and Wales) Order 2003 (“2003 Order”) which relates to this
tenancy on 15 April 2025; and

7.1.2 IAN JENKS, who was duly authorised by the Tenant to do so, made a Declaration dated the 30th
April 2025 paragraph 8 of Schedule 2 to the 2003 Order; and

7.1.3  this Lease has not been entered into following a prior agreement between the parties.

The Landlord and the Tenant agree and declare that the provisions of sections 24 to 28 of the Landlord
and Tenant Act 1954 do not apply to the tenancy created by this Lease.

NOTICES

This Lease shall incorporate the provisions as to notices contained in section 196 Law of Property Act
1925 as amended by the Recorded Delivery Service Act 1962 and every notice required to be given
hereunder shall be in writing.

VAT

All rents and other sums payable by the Tenant hereunder which are for the time being subject to VAT
shall be considered to be tax exclusive sums and the VAT at the appropriate rate for the time being shall
be payable by the Tenant in addition.

The Tenant shall indemnify and keep indemnified the Landlord against any VAT paid or payable by the
Landlord in respect of any costs, fees, disbursements, expenses or other sums which the Landlord is
entitled to recover under the terms of this Lease.

LANDLORD AND TENANT (COVENANTS) ACT 1995

This Lease is a new tenancy within the meaning of section 1 Landlord and Tenant (Covenants) Act
1995.
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11.

DELIVERY AS A DEED

This document shall be treated as having been executed as a deed only upon being dated.

12. RIGHTS OF THIRD PARTIES
No person other than a contracting party may enforce any provision of this Lease by virtue of the
Contracts (Rights of Third Parties) Act 1999.

13. ADDITIONAL CHARGES

13.1  The Additional Charges shall be calculated on a “pay per use” basis and supplied at cost (i.e. without
any mark-up).

13.2  The Additional Charges shall be invoiced on a monthly basis, in arrears and shall be paid within 14 days
of demand.

13.3  If the Landlord retains a third party to provide all or part of the Additional Services, the Additional

Charges shall be a fair proportion of the cost of providing the Additional Services.

13.4 The Landlord may provide to the Tenant any or all of the Additional Services by prior written
agreement.
13.5 The Landlord reserves the right not to supply the Additional Services where in its reasonable opinion:

13.5.1 the Additional Charges cannot be agreed;

13.5.2 the provision of the Additional Services is outside the capability of the Landlord (or any third
parties retained by the Landlord) (and for the avoidance outside the capability of the Landlord
shall include circumstances in which the provision of the Additional Services is prevented by
strikes, lockouts, unavailability of materials or labour or by any other matter outside the
reasonable control of the Landlord ; or

13.5.3 the provision of the Additional Services would place an unreasonable burden on the Landlord.

14. JURISDICTION
This Lease shall be governed by and interpreted in accordance with English Law and the parties
irrevocable submit to the exclusive jurisdiction of the English Courts.

EXECUTION

The parties have shown their acceptance of the terms of this Deed by executing it after the schedules.
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SCHEDULE 1
RIGHTS GRANTED

The right to pass over any entranceways, hallways, passageways, staircases, lifts, roads, footpaths and
service and access areas forming part of the Common Parts to the extent that they serve the Premises at
any time in order to gain access to and egress from the Premises.

The right to the free passage of Ultilities to and from the Premises through the Conducting Media in the
Building and the right to pass the Ultilities through the Conducting Media in the Building to the extent
that they serve the Premises.

The right to use the toilets, kitchens and refuse areas in the Common Parts.

The right to place a sign, subject to the Landlord’s approval (such approval not to be unreasonably
withheld or delayed) of its design, giving the name and business of the occupier of the Premises in any
nameboard provided by the Landlord in the Building.

The right of escape through the Common Parts in case of fire or other emergency or practice in respect
of them.

A right of support and protection for the Premises from the remainder of the Building.

The shared right for the Tenant to use the parking spaces from time to time designated or set aside by
the Landlord in the Car Park for the purpose of parking of 29 private motor vehicles (or such further
vehicles as are agreed by a “Parking Licence Arrangement”) PROVIDED THAT the Tenant shall not
use or allow any such areas to be used for any other purpose whatsoever AND FURTHER
PROVIDED THAT the Landlord may from time to time by written notice to the Tenant and other
tenants and occupiers of the Building allocate specific vehicle parking spaces or areas for the exclusive
use of the Tenant and other tenants and occupiers in which event the Tenant’s shared right to the use of
designated shared parking areas shall no longer apply and the exclusive right to the use of the vehicle
parking spaces so allocated shall apply in lieu thereof provided that at all times there is made available
to the Tenant not less than 29 spaces.

The right to use the areas designated by the Landlord from time to time for loading and unloading items
relating to the Tenant’s use of the Premises SUBJECT TO the Tenant complying with the Landlord’s
rules and management at the Building and with due consideration and fairness to other occupiers.




SCHEDULE 2
RIGHTS RESERVED

The right to carry out works to and alter or rebuild the Building or any building or other structure
erected on any neighbouring or adjoining property at any time owned by the Landlord or any group
company of the Landlord and to use the Building or such neighbouring or adjoining property or the
buildings or structures on them at any time as the Landlord wishes even though the access of light and
air to the Premises is interfered with provided that the Tenant’s use and occupation of the Premises is
not materially affected.

The right to connect into and pass the Utilities through any Conducting Media at any time forming part
of or serving the Premises which serve or are to serve the remainder of the Building or any
neighbouring or adjoining property.

The right to enter the Premises on reasonable prior written notice (except in the case of emergency)
where reasonably necessary for the purpose of inspecting, maintaining, repairing or carrying out work
on the Building or any neighbouring or adjoining property (including any work authorised by paragraph
1 of this Schedule) and any Conducting Media serving or to serve the remainder of the Building or any
neighbouring or adjoining property or for any other purpose connected with the management of the
Building causing as little damage and inconvenience as reasonably practicable and making good as soon
as reasonably practicable any physical damage actually caused to the Premises to the reasonable
satisfaction of the Tenant but without liability to pay compensation.

The right to erect scaffolding on or adjacent to the Premises or the Building provided that it does not
materially restrict the access to or use of the Premises.

All rights of light, air, support and shelter and all other easements, quasi-easements and other rights at
any time existing or created for the benefit of any other part of the Building or any neighbouring or
adjoining property.

The right of escape through the Premises in case of fire or other emergency or practices in respect of
them.

The right to enter on the Premises for the purposes mentioned in this Lease.
The right to:
8.1  change the extent, layout or design of the whole or any part of the Common Parts;
8.2 change the route of or substitute any Conducting Media forming part of the Common Parts;
8.3  place temporary or permanent structures and other items on the Common Parts;
8.4 carry out work or alterations on or to the Common Parts;
as the Landlord may require at any time including making and/or carrying out changes, work,

alterations, variations and substitutions of a material nature
2




10.

11.

12.

Provided That use of the Premises is not prevented and the same shall not materially restrict
access to the Premises.

The right to add to or reduce the extent of the Building as the Landlord requires at any time provided
that the use of the Premises by the Tenant is not materially and adversely affected.

The right to take reasonable steps to review any Environmental Rating System or to review or measure
water use, waste production or waste management, save where up to date information in this respect has
already been provided to the Landlord by the Tenant.

The right to carry out works which are aimed at the more effective management of or improving the
efficiency of energy or water use or waste production or for setting up and managing recycling schemes
(provided that such works cause as little disruption as reasonably possible and when complete do not
adversely affect the Tenant’s beneficial use and occupation of the Premises).

The right to undertake any measurements required for any Environmental Rating System or undertaking
an air conditioning inspection, and for such purposes the right to carry out the necessary tests on
Conducting Media and any other plant and machinery in the Premises.




SCHEDULE 3
ENCUMBRANCES

All matters save for mortgages or financial charges referred to in the Property and Charges Registers of title
numbers GM823547 and MAN127745.




1.

SCHEDULE 4
SERVICE CHARGE

In this Lease and in this Schedule the following expressions have the following meanings:

“Financial Year” means a period of twelve months ending on a date to be specified by the
Landlord;

“Service Costs” means the total sum computed in accordance with paragraph 3;

“Service Charge Proportion” means a fair and reasonable proportion as assessed by the Expert
from time to time attributable to the Premises;

“Service Charge” means the Service Charge Proportion of the Service Costs;

“Services” means the items specified in paragraph 4 below;

“Expert” means either the firm of estate surveyors or managers appointed by the Landlord for
or in connection with the management of the Estate and the calculation of the Service Charge or
a professionally qualified surveyor or accountant similarly appointed (who may be a person
employed by the Landlord or an associated company of the Landlord).

The Service Costs in respect of any Financial Year shall be calculated as soon as practical after
the beginning of the Financial Year in question.

The Service Costs are the aggregate of:

3.1 The expenditure estimated by the Expert as likely to be incurred by the Landlord in the Financial
Year in question in connection with the Services; and

3.2  if the Landlord so requires, an appropriate amount as a reserve for or towards such of the
Services as are likely to give rise to expenditure either after the expiry of the Term or at intervals
of more than one year during the Term.

The Services are:

4.1 Providing, inspecting, maintaining, repairing, operating, amending, (when beyond economic
repair) renewing and reinstating the Common Parts, including:

(a)
(b)
(©)

(d)

the Structure;

lifts and lift machinery;

air conditioning, air handling, heating, cooling and ventilation plant, machinery and
systems (including air conditioning, air handling, heating, cooling and ventilation plant,
machinery and systems to the laboratories and offices comprised within the Premises);

window cleaning plant and machinery;
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(e) mechanical, electrical, lighting, security, emergency, fire detection, fire prevention,
firefighting, alarm, sprinkler, control and monitoring systems and equipment and any
other systems, equipment or plant of any type;

3] facilities or arrangements for visitor reception at the principal entrance to the Building;

(g)  notice boards, signage and marking out (whether to areas used by vehicles or otherwise)
of any type;

(h) escape routes; and

(1) floor and wall coverings

that are at any time deemed necessary by the Landlord,

4.2

43

4.4

4.5

4.6

4.7

4.8

4.9

4.10

inspecting, maintaining, repairing, operating, amending, the infrastructure within the Building
for the supply of the Utilities and lab gases;

keeping the Common Parts adequately heated, lit, decorated and cleaned;

providing any other services which the Landlord reasonably considers necessary or appropriate
at any time in the interests of good estate management;

contributing towards the cost of making, repairing, maintaining, amending, altering, renewing,
rebuilding or cleaning anything used in common with any neighbouring or adjoining property;

keeping books of account and management records in respect of the Services and the preparation
of those accounts and the preparation and service of all notices and statements in respect of the
Services;

providing any services, equipment and staff that are at any time deemed necessary by the
Landlord (acting reasonably) for the efficient care, security and administration of the Common
Parts or the Building and/or the provision of the Services including staff remuneration and the
payment of all National Health and Insurance contributions and other payments required by law
to be paid by employers, pensions or other payments or benefits in kind (whether or not ex-
gratia) and the provision of any clothing and materials required by any staff for the proper
performance of their duties;

maintaining third party, employers’ liability, public liability and other insurances and insuring all
apparatus, equipment and other items at any time used or kept in on or forming part of the
Common Parts;

the removal of routine domestic and office refuse and the provision and maintenance of refuse
disposal equipment for such disposal from the Common Parts;

the making and promulgation of regulations for, or in connection with, the proper use of the
Common Parts or the Building and the enforcement of them;
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4.11

4.12

4.13

4.14

considering and settling any disputes, doubts, differences, questions or complaints that may arise
at any time between either the Tenant and the Landlord or the Tenant and the Landlord’s other
tenants;

maintaining airflow to the fume cupboards and replacing filters when reasonably necessary;

the provision of lab gases to the Premises; and

carrying out all necessary tests in relation to the water supply to the Premises and the fixed
wiring within the Premises.

The Service Charge shall be calculated by the Landlord and notified to the Tenant by the
Landlord in writing and shall be paid by the Tenant in advance by equal quarterly instalments
on the usual quarter days.

As soon as practicable after the end of the Financial Year in question the Expert shall determine
and certify the amount by which the estimate referred to in paragraph 3.1 above exceeds or falls
short of the actual Service Costs (giving credit for any amount applied from the reserve) and
shall supply the Tenant with a copy of the certificate.

Within 14 days of the receipt by the Tenant of the certificate the Tenant shall pay to the
Landlord the Service Charge Proportion of the deficiency or as the case may be the Landlord
shall credit the Tenant with the Service Charge Proportion of the excess.




SCHEDULE 5

ADDITIONAL SERVICES
1. Provision of broadband facilities;
2. Ordering and administering move/installation of telephones;
3. Ordering of telephones;
4. Changing phone numbers to support office relocations within the Building;
5. Creating voice mail accounts (maximum of one per active telephone line);
6. Performing password resets;
7. Contacting vendor when hardware maintenance is required;
8. Connectivity and usage charges;

9. Photocopying facilities;

10. Taxi booking;

11. Courier services;

12. Sample despatch (save that the Landlord reserves the right not to package and despatch samples

which it reasonably believes contravene any applicable law or which are not related to the business carried out
by the Tenant at the Premises);

13. Furniture and equipment moves;

14. External archiving and storage;

15.  Provision of conference facilities and use of meeting rooms;
16.  Fair and reasonable proportion of telephone charges.




SCHEDULE 6
UTILITY AND LAB GASES CHARGE

In this Schedule, the following meanings shall apply:

1.1

1.2

1.3

1.4

1.5

1.6

1.7

1.8

1.9

1.10

“Estimated Utilities Charge” means the Landlord’s proper estimate of the Utilities Charge for
the forthcoming Utilities Charge Period;

“Lab Gases Charge” means a just proportion fairly attributable to the Premises as conclusively
determined by the Landlord’s Surveyor of all costs, expenses and outgoings whatsoever incurred
by the Landlord in relation to the provision of the Lab Gases consumed at or supplied to the
Building;

“Utilities” means electricity, gas and water (but excluding Lab Gases);

“Utilities Charge” means the Weighted Proportion of the cost to the Landlord of supplying the
Utilities to the Premises calculated in accordance with this Schedule such some to be calculated
by the Landlord’s Surveyor and to be final and binding on the parties (save in the case of
manifest error);

“Utilities Charge Period” means each period of 12 months commencing on 1 January falling
wholly or partly within the Term (but only to the extent falling within the Term) provided that
the Landlord may vary the Utilities Charge Period at its sole discretion at any time during the
Term;

“End Date” means the date on which the Term expires or (if earlier) on which the Term is
determined;

“Final Utilities Charge Period” means the Utilities Charge Period which ends on the End Date;

“First Utilities Charge Period” means the Utilities Charge Period which begins when the Term
commences;

“Lettable Areas” means the accommodation in the Building let or designed and intended or
available for letting to one or more tenants;

“Meters” means the measuring equipment (if any) installed in the Building for the purposes of
measuring the supply of Utilities to the Premises;

“Weighted Area” means the area of the Premises (or the relevant part or parts of it) or the
Lettable Areas (or the relevant part or parts of it) or the Building (or the relevant part or parts of
it) as the case may be calculated in accordance with the then current edition of the RICS Code of
Measuring Practice (6th edition, November 2007) but in respect of which each square metre of
Lettable Areas used as:

1.11.1 offices (including without limitation all office space) is attributed an area equal to 100%
of the area calculated as above;

1.11.2 server rooms is attributed an area equal to 1050% of its area calculated as above; and
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1.11.3 storage space is attributed an area equal to 50% of the area calculated above;
1.12  “Weighted Proportion” means a proportion to be determined by the Landlord’s
Surveyor (acting reasonably and properly) and in respect of which:

1.12.1 the Landlord shall base that proportion on the proportion which the Weighted Area of the
Premises (or the relevant part or parts of it) bears in relation to the Weighted Area of all
Lettable Areas (or the relevant part or parts of it in respect of which the relevant charge is
to be made); and

1.12.2 the Landlord may, if it reasonably considers it appropriate to do so, adjust such
proportions to take account of the particular uses of the Tenant or any of the other tenants
or occupiers of the Building.

Subject to paragraph 8, the Landlord will, prior to each Utilities Charge Period (or on or prior to
the commencement of the Term, in the case of the First Utilities Charge Period), submit to the
Tenant a statement setting out the Estimated Utilities Charge for the forthcoming Ultilities
Charge Period.

The Tenant will pay the Estimated Utilities Charge to the Landlord by equal quarterly payments
in advance on the usual quarter days, the first payment (being the due proportion for the period
commencing on Term Commencement Date and ending on the next date for payment hereafter)
to be paid on or before the date of this Lease.

At the end of each Utilities Charge Period the Landlord shall procure that readings are taken and
recorded from the Meters and the readings taken and recorded shall (subject to manifest error)
be accepted by the Landlord and the Tenant. Should Meters not be installed the Landlord’s
surveyor shall calculate (the Landlord’s surveyor’s determination to be conclusive) a just
proportion fairly attributable to the Premises of the actual cost to the Landlord of supplying the
Utilities to the Building during the relevant Utilities Charge Period and such proportion shall be
the Utilities Charge for the relevant Utilities Charge Period.

Upon having taken the readings or made the calculations in accordance with paragraph 4, the
Landlord shall deliver to the Tenant a statement setting out in respect of the previous Ultilities
Charge Period:

5.1 the Estimated Ultilities Charge received from the Tenant;
5.2 the Utilities Charge; and
5.3 the difference (if any) between the sums referred to in paragraphs 5.1 and 5.2.

If in respect of a Utilities Charge Period the Utilities Charge is more or less than the Estimated
Utilities Charge received from the Tenant then any sum payable to or by the Landlord by way of
adjustment (with the intent that the Tenant shall have paid to the Landlord the whole of the
Utilities Charge in respect of the
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10.

relevant Utilities Charge Period) will become due and shall be paid by the Tenant (within 14
days of delivery of the statement referred to in paragraph 5) or credited to the Tenant for the
succeeding Utilities Charge Period (or paid to the Tenant in the case of the Final Utilities
Charge Period) as the case may require.

The Tenant shall be liable only for the Utilities Charge up to and including the End Date but the
provisions of this schedule shall otherwise continue to apply after the End Date.

The Landlord may, on prior written notice to the Tenant, vary the means by which the Utilities
Charge and/or the Lab Gases are charged to the Tenant provided that such variation is fair,
proper and in the interests of good estate management.

The Lab Gases Charge shall be payable in arrears by the Tenant within 14 days of written
demand by the Landlord.

10.1  Within one month after delivery to the Tenant of the statement referred to in paragraph 5 (time
being of the essence) the Tenant may request the Landlord to provide (and the Landlord will
promptly provide) to the Tenant all vouchers and invoices which the Tenant shall reasonably
need in order to satisfy itself as to the accuracy of the Ultilities Charge and/or the Lab Gases
Charge in accordance with this Schedule.

10.2  Within two months after delivery of the statement referred to in paragraph 5 (time being of the
essence) the Tenant may challenge it on the ground that it contains errors or is otherwise
incorrectly drawn by giving to the Landlord notice to that effect but only if it has first made full
payment of any amount due from the Tenant under paragraph 6 and if so:

10.2.1 both parties must endeavour to resolve the relevant issue; but if they cannot do so;

10.2.2 the issue in dispute may be referred by either party to the determination of an
independent surveyor being such a person as is mentioned in clause 5.3(a) and who shall
be appointed as mentioned in clause 5.3(b) and clauses 5.3(c), 5.3(d), 5.3(e), 5.3(f) and
5.3(g) shall also apply and the independent surveyor’s determination shall be final and
binding on the parties Provided that if and whenever any person so appointed shall die,
be adjudged bankrupt or become of unsound mind or if both the Landlord and the Tenant
shall serve upon such person written notice that in their opinion he has unreasonably
delayed making such determination such person shall ipso facto be discharged and be
entitled only to his reasonable expenses prior to such discharge and another such
independent surveyor shall be appointed to act in his place;

10.2.3 any adjustments to the statement required to be made in consequence of the
determination of the independent surveyor shall be made and any sum payable to or by
the Landlord shall immediately be paid (with interest in respect of the period during
which the relevant amount has been underpaid, such interest to be at the base rate for the
time being of
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11.

12.

Barclays Bank PLC or, in the event of such rate ceasing to be published, at such
equivalent rate as the Landlord shall notify to the Tenant) or allowed as appropriate;

but if not the Tenant’s right of challenge to that statement shall lapse.

The Landlord shall not be concerned in the administration and collection of or accounting for
the Utilities Charge and/or the Lab Gases Charge on an assignment of this Lease and
accordingly the Landlord shall:

11.1  not be required to make any apportionment relative to the assignment; and

11.2  be entitled to deal exclusively with the Tenant in whom this Lease is for the time being vested
(and for this purpose in disregard of any assignment which has not been registered in accordance
with clause 3.21).

The statement referred to in paragraph 5 shall for the purposes of this Schedule be deemed to
have been delivered to the Tenant on the next working day after it is posted by first class post to
the address referred to in clause 8 or to such other address as may have been notified by the
Tenant to the Landlord as the address to which rent demands should be sent.
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SCHEDULE 7
TENANT’S OFFER TO SURRENDER THE LEASE

In this schedule, the following expressions shall have the following meanings:
“Landlord’s Acceptance Notice” means a written notice from the Landlord accepting the Tenant’s
offer to surrender this Lease (or as the case may be to assign this Lease to a nominee of the Landlord)

on the terms set out in the Tenant’s Offer Notice;

“Offer Price” shall mean the price which the Tenant has agreed with the prospective assignee for the
assignment of this Lease (if any);

“Tenant’s Offer Notice” means a written notice in which the Tenant:
(a) notifies the Landlord of its desire to assign this Lease;

(b) specifies the terms on which it desires to assign this Lease, including whether the Lease
is to be assigned subject to any subsisting third party occupational interests;

(©) offers to surrender this Lease to the Landlord (or assign this Lease to a nominee of the
Landlord) at the Offer Price; and

(d) refers to and incorporates the terms of this schedule.

Prior to any assignment of this Lease, the Tenant shall serve on the Landlord a Tenant’s Offer
Notice signed by the Tenant.

During the period of 21 working days following service on the Landlord of the original or a
certified copy of the Tenant’s Offer Notice, the Landlord may serve on the Tenant a Landlord’s
Acceptance Notice.

On the service of the Landlord’s Acceptance Notice there shall come into force a binding
contract between the Landlord and the Tenant for the surrender of this Lease by the Tenant to
the Landlord or (at the Landlord’s option) an assignment of this Lease to a nominee of the
Landlord in each case at the Offer Price and otherwise incorporating the following terms:

4.1 there shall be no deposit payable;

4.2  the completion date shall be the twentieth working day following the date of service on the
Tenant of the Landlord’s Acceptance Notice;

43  where the Lease is to be assigned without subsisting third party occupational interests, the
surrender (or as the case may be the assignment) shall be with full vacant possession of the
Premises on completion;

4.4  the Tenant shall surrender (or as the case may be assign) this Lease with full title guarantee;

4.5  the surrender (or as the case may be the assignment) shall be effected by deed and the Tenant
shall deliver it to the Landlord on completion of the surrender of
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4.6

4.7

4.8

If:

5.1

52

53

54

this Lease (or shall deliver it to the Landlord’s nominee on completion of the assignment of this
Lease (as the case may be)) together with this Lease all documents supplemental to this Lease
and all keys to the Premises;

the surrender (or as the case may be the assignment) shall be without prejudice to the Landlord’s
rights and remedies in respect of any arrears of Rent and Service Charge under this Lease prior
to the date of completion of the surrender (or as the case may be the assignment);

save as herein varied the Standard Commercial Property Conditions of Sale (Second Edition)
shall apply; and

without prejudice to paragraph 3.6, the surrender (or as the case may be the assignment) shall
include a full release by the Landlord for the Tenant in relation to liabilities arising under this
Lease after the date of the surrender (or as the case may be the assignment) and a payment to the
Tenant of all sums paid in advance in respect of a period after the date of completion of the
surrender (or as the case may be) the assignment within seven days of completion.

the Landlord gives the Tenant written notice that it does not wish to accept the surrender (or
assignment) of the Lease; or

the Landlord fails to serve a Landlord’s Acceptance Notice within the time period specified in
paragraph 3; or

the Landlord serves a Landlord’s Acceptance Notice but the surrender does not complete within
the time period specified in paragraph 3.2,

the Tenant may (provided it complies with the requirements of clause 3.21), at any time during
the period of six months immediately following the expiry of the time period specified in this
schedule, assign this Lease on terms materially the same as those specified in the Tenant’s Offer
Notice only.

When applying for consent pursuant to clause 3.21.3, the Tenant shall confirm to the Landlord
the amount of the agreed premium to be paid by the third party for the proposed assignment of
this Lease.

Time shall be of the essence in respect of the matters dealt with in this schedule.
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SCHEDULE 8
COVENANTS BY THE SURETY

The Surety (if any) in consideration of the grant of this Lease (or the agreement to the
assignment of this Lease as appropriate) COVENANTS AND GUARANTEES with and to the
Landlord that:

1.1~ The Tenant shall punctually pay the rents and perform and observe the covenants and other
terms of this Lease;

1.2 If the Tenant shall make any default in payment of the rents or in performing or observing any of
the covenants or other terms of this Lease the Surety will pay the rents and perform or observe
the covenants or terms in respect of which the Tenant shall be in default and make good to the
Landlord on demand and indemnify the Landlord against all losses, damages, costs and expenses
arising or incurred by the Landlord as a result of such non-payment, non-performance or non-
observance notwithstanding:

1.2.1 any time or indulgence granted by the Landlord to the Tenant or any neglect or
forbearance of the Landlord in enforcing the payment of the rents or the observance or
performance of the covenants or other terms of this Lease;

1.2.2 that the terms of this Lease may have been varied by agreement between the parties;

1.2.3 any other act or thing (apart from an express release by deed) by which but for this
provision the Surety would have been released.

These provisions are to take effect immediately on the grant (or the assignment as appropriate)
of the Lease to the Tenant and are to remain in force so long and to the extent that the Tenant is
not released by law from liability for any of the covenants and other terms of this Lease.

The Surety FURTHER COVENANTS with the Landlord that if this Lease is disclaimed or
forfeited prior to any lawful assignment by the Tenant of this Lease the Landlord may within six
months after the disclaimer or forfeiture by notice in writing require the Surety to accept a new
lease of the Premises for a term equivalent to the residue which if there had been no disclaimer
or forfeiture would have remained of the Term at the same rent and subject to similar covenants
and conditions as are payable under and applicable to the tenancy immediately before the date
of such disclaimer or forfeiture (such new lease and the rights and liabilities under it to take
effect as from the date of such disclaimer or forfeiture) and in such case the Surety shall pay the
Landlord’s costs properly incurred by the Landlord in connection with such new lease and the
Surety shall accept such new lease accordingly and will execute and deliver to the Landlord a
counterpart.

If this Lease is disclaimed or forfeited and for any reason the Landlord does not require the
Surety to accept a new lease of the Premises in accordance with paragraph 3 the Surety shall
pay to the Landlord on demand an amount equal to
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the difference between any money received by the Landlord for the use or occupation of the
Premises less any expenditure incurred by the Landlord in connection with the Premises and the
rents which would have been payable under the Lease but for such disclaimer or forfeiture in
both cases for the period commencing with the date of such disclaimer or forfeiture and ending
on whichever is the earlier of the following dates:

4.1 the date six months after such disclaimer or forfeiture; and
4.2 the date (if any) upon which the Premises are relet; and
4.3  the expiration of the Term.

The Surety FURTHER COVENANTS and guarantees the obligations of the Tenant under any
Authorised Guarantee Agreement entered into by the Tenant pursuant to the terms of this Lease.

It is hereby agreed that if any payment is made under the terms of this guarantee and the Surety
is thereupon subrogated to all the Landlord’s rights of recovery in relation thereto then the
Surety shall not exercise any such rights against the Tenant.

For the purposes of these provisions references to the Tenant are to the Tenant in relation to
whom the Surety’s covenant is given but not any lawful assignee of such Tenant.
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SCHEDULE 9
AUTHORISED GUARANTEE AGREEMENT

The Tenant in consideration of the agreement to the assignment of the Lease COVENANTS
AND GUARANTEES with and to the Landlord that:

1.1 The Assignee shall punctually pay the rents and perform and observe the covenants and other
terms of the Lease;

1.2 If the Assignee shall make any default in payment of the rents or in performing or observing any
of the covenants or other terms of the Lease the Tenant will pay the rents and perform and
observe the covenants or terms in respect of which the Assignee shall be in default and make
good to the Landlord on demand and indemnify the Landlord against all losses, damages, costs
and expenses arising or incurred by the Landlord as a result of such non-payment, non-
performance or non-observance notwithstanding:

1.2.1 any time or indulgence granted by the Landlord to the Assignee or any neglect or
forbearance of the Landlord in enforcing the payment of the rents or the observance or
performance of the covenants or other terms of the Lease;

1.2.2 that the terms of the Lease may have been varied by agreement between the parties (but
subject always to section 18 Landlord and Tenant (Covenants) Act 1995);

1.2.3 any other act or thing (apart from an express release by deed) by which but for this
provision the Tenant would have been released.

The Tenant FURTHER COVENANTS with the Landlord that if the Lease is disclaimed prior to
any lawful assignment by the Assignee of the Lease the Landlord may within six months after
the disclaimer require the Tenant to accept a new lease of the Premises for a term equivalent to
the residue which if there had been no disclaimer would have remained of the Term at the same
rent and subject to similar covenants and conditions as are payable under and applicable to the
tenancy immediately before the date of such disclaimer (such new lease and the rights and
liabilities under it to take effect as from the date of such disclaimer) and in such case the Tenant
shall pay the Landlord’s costs properly incurred by the Landlord in connection with such new
lease and the Tenant shall accept such new lease accordingly and will execute and deliver to the
Landlord a counterpart.

If the Lease is disclaimed and for any reason the Landlord does not require the Tenant to accept
a new lease of the Premises in accordance with paragraph 2 the Tenant shall pay to the Landlord
on demand an amount equal to the difference between any money received by the Landlord for
the use or occupation of the Premises less any expenditure incurred by the Landlord in
connection with the Premises and the rents which would have been payable under the Lease but
for such disclaimer in both cases for the period commencing with the date of such disclaimer
and ending on whichever is the earlier of the following dates:
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3.1 the date six months after such disclaimer;
3.2 the end or sooner determination of the Term.
Notwithstanding any of the above provisions the Tenant:

4.1 shall not be required to guarantee in any way the liability for the covenants and other terms of
the Lease of any person other than the Assignee; and

4.2 shall not be subject to any liability, restriction or other requirement (of whatever nature} in
relation to any time after the Assignee is by law released from the covenants and other terms of
the Lease.

It is hereby agreed that if any payment is made under the terms of this guarantee and the Tenant
is thereupon subrogated to all the Landlord’s right of recovery in relation thereto then the Tenant
shall not exercise any such rights against the Assignee.

No person other than a contracting party may enforce any provision of this Deed by virtue of
the Contracts (Rights of Third Parties) Act 1999.

Words and expressions used in this Deed shall have the same meaning as in the Lease.
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EXECUTION

EXECUTED as a deed by

AG HEXAGON B.V.

being a company incorporated in the Netherlands, acting by
RICHARD ANTHONY O’BOYLE and SIMON

MARK HOAD

who, in accordance with the laws of that territory, are acting
under the authority of the Company:

AG Hexagon B.V.
Signature in the name of the company

/s/ Simon Mark Hoad_
Signature of Authorised Signatory

/s/ Richard Anthony O’Boyle_
Signature of Authorised Signatory




EXECUTED as a deed by
SMARTKEM LIMITED
acting by

lan Jenks

Director,

in the presence of a witness:

/sl lan Jenks_
Director

—_— —— ——

/s/ Elaine French _
Witness

Elaine French
Name of Witness

Flat 2, 11 Belsize Park, NW3 4ES, London
Address

Surveyor
Occupation
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Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Ian Jenks, certify that:
1. I have reviewed this quarterly report on Form 10-Q of SmartKem, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in
Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

() Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report
financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: August 12, 2025

By: /s/ Tan Jenks
Name: Ian Jenks
Title:  Chief Executive Officer




Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Barbra C. Keck, certify that:
L I have reviewed this quarterly report on Form 10-Q of SmartKem, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in
Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be

designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

(@) All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report
financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: August 12, 2025

By: /s/ Barbra C. Keck
Name: Barbra C. Keck
Title:  Chief Financial Officer




Exhibit 32.1

Certification of Chief Executive Officer Pursuant to 18 U.S.C. Section 1350,
As Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

In connection with this Quarterly Report of SmartKem, Inc. (the “Company”) on Form 10-Q for the quarter ended June 30, 2025
(the “Report™) as filed with the Securities and Exchange Commission on the date hereof, the undersigned, lan Jenks, Chief
Executive Officer of the Company, hereby certifies, to the knowledge of the undersigned, pursuant to 18 U.S.C. Section 1350,
that:

O The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act
of 1934; and

@ The information contained in the Report fairly presents, in all material respects, the financial condition and
results of operations of the Company.

Date: August 12, 2025

By: /s/ Tan Jenks
Name: Ian Jenks
Title:  Chief Executive Officer




Exhibit 32.2

Certification of Chief Financial Officer Pursuant to 18 U.S.C. Section 1350,
As Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

In connection with this Quarterly Report of SmartKem, Inc. (the “Company”) on Form 10-Q for the quarter ended June 30, 2025
(the “Report™) as filed with the Securities and Exchange Commission on the date hereof, the undersigned, Barbra C. Keck, Chief
Financial Officer of the Company, hereby certifies, to the knowledge of the undersigned, pursuant to 18 U.S.C. Section 1350,
that:

O The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act
of 1934; and

@ The information contained in the Report fairly presents, in all material respects, the financial condition and
results of operations of the Company.

Date: August 12, 2025
By: /s/ Barbra C. Keck

Name: Barbra C. Keck
Title:  Chief Financial Officer




