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Plan and the Mereo Share Option Plan, however no awards have been granted under these plans since 2016 and no further grants are 
envisaged. The key terms of the plans are disclosed within note 17 of the Annual Report on Form 10-K.

Non-Executive Directors' Remuneration

The following table presents the total compensation for each person who served as a non-executive member of our board of 
directors and received compensation for such service during the fiscal year ended December 31, 2023. Other than as set forth in the 
table and described more fully below, we did not pay any compensation, make any equity awards or awards to, or pay any other 
compensation to any of the members of our board of directors in 2023. We reimburse members of our board of directors for 
reasonable travel expenses. Dr. Scots-Knight, our Chief Executive Officer, did not receive any compensation for her service as a 
member of our board of directors in 2023. Dr. Scots-Knight’s compensation for service as an employee for fiscal years 2023 and 2022 
is presented in “Executive Compensation—2023 Summary Compensation Table.”

Fees Earned or 
Paid in Cash (1)

Stock 
Awards (2)

Option Awards 
(2) Total

Name ($) ($) ($) ($)
Dr. Jeremy Bender — 58,669 — 46,412 105,082
Dr. Anders Ekblom — 74,894 46,412 121,306
Dr. Pierre Jacquet — 55,771 46,412 102,184
Dr. Annalisa Jenkins — 54,550 46,412 100,963
Dr. Deepika R. Pakianathan 67,349 — 46,412 113,761
Justin Roberts (3) — — — —
Dr. Daniel Shames — 51,336 46,412 97,748
Marc Yoskowitz — 48,076 46,412 94,488
Michael S. Wyzga — 110,384 46,412 156,797

(1) Compensation paid to all non-executive directors is denominated in pounds sterling. For the purposes of this table, all 2023 amounts have been converted based on 
the pound sterling/U.S. dollar exchange rate in effect as of December 31, 2023 (£1/$1.273) and all 2022 amounts have been converted based on the pound sterling/U.S. 
dollar exchange rate in effect as of December 31, 2022 (£1/$1.2103).
(2) Amounts reflect the grant date fair value of awards granted in 2023 and 2022 in accordance with the Financial Accounting Standards Board’s Accounting Standards 
Codification Topic 718, or ASC 718. Such grant date fair value does not take into account any estimated forfeitures related to service-vesting conditions. For 
information regarding assumptions underlying the valuation of equity awards, see note 17 to our financial statements for the year ended December 31, 2023. These 
amounts do not correspond to the actual value that may be recognized by the named executive officers upon vesting of applicable awards.
(3) Mr. Roberts has waived all remuneration in respect of his appointment as a non-executive director.

Non-Executive Director Compensation Policy

 Our non-executive directors are eligible to earn cash fees for service on the board of directors and for service on each 
committee on which the director is a member. The chairperson of each committee receives a higher fee for such service. Non-
executive directors may voluntarily elect to convert their annual cash fees into Deferred RSUs (over ADSs). The number of Deferred 
RSUs granted is determined by dividing the amount of the annual cash compensation by the average closing trading price of the 
Company’s ADSs over the most recent 30 trading days as of the grant date. These Deferred RSUs are delivered under the terms of the 
existing 2019 NED Plan and they vest in substantially equal monthly installments over the plan year. Payment of Deferred RSUs in 
ADSs will generally be made 180 days following separation of service.

 In addition to annual cash fees or Deferred RSUs, as elected, equity incentive awards are granted to non-executive directors 
in line with the 2019 NED Plan. In February 2023, a total of 55,000 equity incentive awards in the form of market value options over 
ADSs, were granted to each non-executive director at an exercise price of $0.94 per ADS, with a vesting period of one year; vesting is 
in equal monthly installments over the one-year period following grant date. No performance conditions were attached to the awards.

The fees payable to directors for service on the board of directors and for service on each committee of the board of directors 
on which the director is a member are as follows:

Member Annual 
Fee (1)

Chairperson 
Annual Fee (1)

($) ($)
Board of Directors 39,463 40,991
Audit and Risk Committee 7,638 19,732
Remuneration Committee 5,601 11,712
Nomination and Corporate Governance Committee 4,456 8,911
Research and Development Committee 5,092 10,184
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(1) Compensation in the form of annual cash fees or deferred RSUs, as elected, paid to non-executive directors is denominated in pounds sterling. For the 
purposes of this table, all 2023 amounts have been converted based on the pound sterling/U.S. dollar exchange rate in effect as of December 31, 2023 (£1/$1.273).

We also reimburse our non-executive directors for reasonable out-of-pocket expenses incurred in connection with attending 
our board of director and committee meetings.

Non-Executive Directors - Outstanding Equity Awards at 2023 Fiscal Year End Table

The following table presents information regarding all outstanding stock awards and stock options held by each of our non-
executive directors as of December 31, 2023:

Option awards Stock Awards
Name
Dr. or

Ph.D or
MBBS

Number of Securities 
Underlying 

Unexercised Options 
(#) Exercisable

Number of Securities 
Underlying 

Unexercised Options 
(#) Unexercisable

Option Exercise Price 
($)

Option Expiration 
Date

Number of Shares of 
Stock That Have Not 

Vested (#)

Market Value of Shares of 
Stock That Have Not Vested

($)
Dr. Jeremy Bender

22,000 3.32 1/19/2031
31,500 2.72 2/1/2031
55,000 1.31 2/1/2032
45,833 9,167 (2) 0.94 2/1/2033

5,202 (3) 12,017
Dr. Anders Ekblom 43,252 8.63 9/25/2025

5,500 5.40 5/20/2029
5,500 3.00 7/23/2029

11,000 1.84 2/20/2030
31,500 2.72 2/1/2031
55,000 1.31 2/1/2032
45,833 9,167 (2) 0.94 2/1/2033

6,640 (3) 15,338
Dr. Pierre Jacquet 55,000 - 1.31 2/1/2032

33,393 - 1.31 2/1/2032
45,833 9,167 (2) 0.94 2/1/2033

4,945 (3) 11,423
Dr. Annalisa Jenkins 9,167 - 0.79 12/1/2032

45,833 9,167 (2) 0.94 2/1/2033
4,752 (3) 10,977

Dr. Deepika R. Pakianathan 5,500 - 5.40 5/20/2029
5,500 - 3.00 7/23/2029

11,000 - 1.84 2/20/2030
31,500 - 2.72 2/1/2031
55,000 - 1.31 2/1/2032
45,833 9,167 (2) 0.94 2/1/2033

Justin Roberts (1) - - - - -
Dr. Daniel Shames 9,167 - 0.79 12/1/2032

45,833 9,167 (2) 0.94 2/1/2033
4,495 (3) 10,383

Marc Yoskowitz 9,167 - 0.79 12/1/2032
45,833 9,167 (2) 0.94 2/1/2033

3,982 (3) 9,198
343 (3) 792

Michael S. Wyzga 5,500 - 5.40 5/20/2029
5,500 - 3.00 7/23/2029

11,000 - 1.84 2/20/2030
31,500 - 2.72 2/1/2031
55,000 - 1.31 2/1/2032
45,833 9,167 (2) 0.94 2/1/2033

3,429 (3) 7,921
9,786 (3) 22,606

(1) Mr. Roberts has waived all remuneration in respect of his appointment as a non-executive director.
(2) These options vest in substantially equal monthly installments over a one year period from the February 1, 2023 grant date and fully vested on February 1, 2024.
(3) Each Deferred RSU was granted to non-executive directors who elected to receive them in the form of ADSs in lieu of annual cash compensation. Deferred RSUs 
vest in substantially equal monthly installments over the plan year following the grant date and became fully vested in January 2024. Payment of Deferred RSUs in 
ADSs will generally be made 180 days following separation of service.

Non-Executive Director Service Contracts 

The remuneration of the non-executive directors is determined by the Mereo Board as a whole, based on a review of current 
practices in other companies. Mereo has entered into service contracts with Mereo’s non-executive directors for their services, which 
are subject to a three-month termination period. There are no arrangements under which any non-executive director is entitled to 
receive compensation upon the early termination of his or her appointment.
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Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

The following table sets forth information relating to the beneficial ownership of Mereo ordinary shares as of February 29, 
2024 by each person known by Mereo to own beneficially 5% or more of the outstanding Mereo ordinary shares. 

The number of Mereo ordinary shares beneficially owned by each person is determined in accordance with the rules of the 
SEC, and the information is not necessarily indicative of beneficial ownership for any other purpose. Under such rules, beneficial 
ownership includes any shares over which the individual has sole or shared voting power or investment power as well as any shares 
that the individual has the right to acquire within 60 days through the exercise of any option, warrant or other right. Except as 
otherwise indicated, and subject to applicable community property laws, the persons named in the table have sole voting and 
investment power with respect to all Mereo ordinary shares held by that person. 

The percentage of Mereo ordinary shares beneficially owned as of February 29, 2024 is computed on the basis of 
701,287,029 ordinary shares outstanding as of February 29, 2024. Mereo ordinary shares that a person has the right to acquire within 
60 days of February 29, 2024 are deemed outstanding for purposes of computing the percentage ownership of the person holding such 
rights, but are not deemed outstanding for purposes of computing the percentage ownership of any other person. 

Name and Address of Beneficial Owner

Number of Ordinary
Shares Beneficially

Owned (1)

Percentage of Ordinary
Shares

Beneficially Owned
5% or Greater Shareholders:
Entities affiliated with Rubric Capital Management LP (2) 99,714,985 14.22%
Entities affiliated with Adage Capital Management LP (3) 50,250,000 7.17%
Entities affiliated with Mangrove Partners IM, LLC (4) 43,764,465 6.24%
Entities affiliated with Rock Springs Capital Management LP (5) 39,919,255 5.69%
Entities affiliated with Suvretta Capital Management, LLC (6) 36,854,190 5.26%
Named Executive Officers
Dr. Denise Scots-Knight (7) 13,045,769 1.86%
Charles Sermon (8) 4,126,439 0.59%
Christine Fox (9) 1,945,310 0.28%
Directors
Dr. Jeremy Bender (10) 855,000 0.12%
Dr. Anders Ekblom (11) 1,260,960 0.18%
Dr. Pierre Jacquet (10) 754,465 0.11%
Dr. Annalisa Jenkins (10) 358,335 0.05%
Dr. Deepika R. Pakianathan (10) 855,000 0.12%
Justin Roberts (12) - 0.00%
Dr. Daniel Shames (10) 358,335 0.05%
Marc Yoskowitz (10) 358,335 0.05%
Michael S. Wyzga (10) 855,000 0.12%
All Executive Officers and Directors as a group (14 persons) 28,240,928 4.03%

(1) Ordinary shares figures include ordinary shares represented by ADSs. 
(2) Based solely on information contained in the Form 3 filed by Rubric Capital Management LP with the SEC on January 2, 2024. The address of the principal 
business office of Rubric Capital Management LP is 155 East 44th Street, Suite 1630, New York, NY 10017. 
(3) Based solely on information contained in Schedule 13G filed by Adage Capital Partners GP, L.L.C. ("ACGP”) with the SEC on February 5, 2024. Shares are 
directly held by Adage Capital Partners, L.P. (“ACP”). Adage Capital Partners GP, L.L.C. (“ACPGP”) is general partner of ACP. Adage Capital Management, L.P. 
(“ACM”) is the investment manager of ACP. Robert Atchinson and Robert Gross are managing members of Adage Capital Advisors, LLC, managing member of 
ACPGP, and managing members of Adage Capital Partners, LLC, general partner of ACM. The address of the principal business office of the entities affiliated with 
ACM is 200 Clarendon Street, 52nd Floor, Boston, Massachusetts 02116
(4) Based solely on information contained in Schedule 13G filed by Mangrove Partners IM, LLC ("Mangrove Partners”) with the SEC on February 14, 2024. The 
ordinary shares are held by the Mangrove Partners Master Fund, Ltd., a Cayman Islands limited liability company (“Master Fund”). Beneficial ownership of the 
ordinary shares is claimed by (i) Mangrove Partners which serves as the investment manager of the Master Fund, and (ii) Nathaniel August who is the principal of 
Mangrove Partners. The address of the principal business office of the entities affiliated with Mangrove Partners is c/o Delaware Corporations LLC, 1000 N. West 
Street, Suite 1501, Wilmington, DE 19801
(5) Based solely on information contained in Schedule 13G filed by Rock Springs Capital Management LP (“RCSM”) with the SEC on February 14, 2024. Shares are 
held directly by the Rock Springs Capital Master Fund LP (“Master Fund”), which is a Cayman Island exempted limited partnership, and Four Pines Master Fund LP 
(“Four Pines”), which is a Cayman Islands exempted limited partnership, and indirectly held by RSCM, a Delaware limited partnership, and Rock Springs Capital LLC 
(“RSC”), a Delaware limited liability company. RSCM serves as the investment manager to each of the Master Fund and Four Pines. RSC is the general partner of 
RSCM. The address of the principal business office of the entities affiliated with RCSM is 650 South Exeter, Suite 1070 Baltimore, MD 21202
(6) Based solely on information contained in Schedule 13G filed by Suvretta Capital Management, LLC (“Suvretta”) with the SEC on February 13, 2024. Suvretta is the 
investment manager of Averill Master Fund, Ltd. (“Averill Master Fund”). Aaron Cowen a control person of Suvretta and Averill Madison Master Fund, Ltd. Each of 
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Suvretta, Averill Master Fund and Aaron Cowen disclaims beneficial ownership except to the extent of their pecuniary interest therein. The address for Suvretta and 
Aaron Cowen is 540 Madison Avenue, New York, New York 10022. The address for Averill Master Fund is P.O. Box 309, Ugland House, Grand Cayman KY1-1104, 
Cayman Islands. 
(7) Includes 560,413 ADSs beneficially owned, plus 4 ordinary shares beneficially owned, plus 2,048,740 ADSs underling share awards that are exercisable within 60 
days of February 29, 2024.
(8) Includes 132,376 ADSs beneficially owned, plus 4 ordinary shares beneficially owned, plus 692,911 ADSs underling share awards that are exercisable within 60 
days of February 29, 2024.
(9) Includes 10,000 ADSs beneficially owned plus 379,062 ADSs underling share awards that are exercisable within 60 days of February 29, 2024.
(10) All holdings are ADSs underling share awards that are exercisable within 60 days of February 29, 2024.
(11) Includes 37,940 ADSs beneficially owned plus 214,252 ADSs underling share awards that are exercisable within 60 days of February 29, 2024.
(12) Mr. Roberts is a partner of Rubric Capital Management LP, which has ultimate voting and investment power over the ordinary shares and ADSs held by Rubric 
Capital Management LP. He disclaims beneficial ownership of such shares except to the extent of any pecuniary interest therein. Mr. Roberts has waived all 
remuneration in respect of his appointment as a non-executive director.

Securities Authorized for Issuance Under Equity Compensation Plans

The following table summarizes information about our equity compensation plans as of December 31, 2023.

Number of 
Ordinary Shares 
to be Issued upon 

Exercise of 
Outstanding 

Options, RSUs, 
DRSUs and 

PSUs(2) 
(#)

Weighted Average 
Exercise Price of 

Outstanding 
Options (3) 

 ($)

Number of 
Ordinary Shares 

Remaining 
Available for 

Future Issuance 
Under Equity 
Compensation 

Plans (Excluding 
Securities 

Reflected in the 
First Column) (4)

 (#)
Equity compensation plans approved by shareholders (1) 75,399,815 0.52 23,257,557

(1) This category consists of our Mereo 2019 Equity Incentive Plan, the 2019 Non-Employee Equity Incentive Plan, the 2015 Plan, and the Mereo Share Option Plan.
(2) Consists of: (i) 62,613,030 ordinary shares issuable upon the exercise of outstanding time-based stock options, (ii) 2,446,125 ordinary shares issuable in settlement 
of outstanding restricted stock units awarded, (iii) 3,649,910 ordinary shares issuable in settlement of outstanding deferred restricted stock units awarded, and (iv) 
6,690,750 ordinary shares issuable in settlement of outstanding performance units awarded.
(3) The weighted-average exercise price includes all outstanding stock options but does not include restricted stock units, deferred restricted stock units, or performance 
units, all of which do not have an exercise price.
(4) On January 23, 2024, we filed a Form S-8 to register an additional 37,234,627 ordinary shares for issuance under the above named plans. 

Item 13. Certain Relationships and Related Transactions, and Director Independence

The following is a description of related party transactions we have entered into since January 1, 2022, or currently in effect 
with any member of our board of directors or executive officers and the holders of more than 5% of our ordinary shares or ADSs. 

Transactions with Mereo’s Executive Officers and Directors 

We have entered into employment agreements or consultancy agreements with our executive officers. See “Item 11. 
Executive Compensation—Executive Officer Employment Agreements.”

Employee Benefit Trust 

In 2016, we established an Employee Benefit Trust (“EBT”) for the purpose of holding ordinary shares (subsequently ADSs) 
to satisfy the exercise of options under the Company’s share-based incentive schemes. 

No funding was loaned to the EBT by the Company during the year ended December 31, 2023 or 2022. During the years 
ended December 31, 2023 and 2022, no ordinary shares were purchased by the EBT. A total of 15,926 ADSs (2022: 15,645) held by 
the EBT were used in the year-ended December 31, 2023 to satisfy the exercise of options under the Company’s share- based 
incentive schemes. As of December 31, 2023 the EBT holds 184,680 ADSs (2022: 206,606) along with $21,949 in cash (2022: 
$21,472). 

Indemnity Agreements 
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We have entered into deeds of indemnity with each of our directors. See “Item 10. Directors, Executive Officers and 
Corporate Governance—Insurance and Indemnification.”

Related Person Transaction Policy 

Our Board has a written related person transaction policy, which sets forth the policies and procedures for the review and 
approval or ratification of related person transactions. This policy will cover, any transaction or proposed transactions between us and 
a related person that are material to us or the related person, including without limitation, purchases of goods or services by or from 
the related person or entities in which the related person has a material interest, indebtedness, guarantees of indebtedness and 
employment by us of a related person. In reviewing and approving any such transactions, our audit and risk committee is tasked to 
consider all relevant facts and circumstances, including, but not limited to, whether the transaction is on terms comparable to those 
that could be obtained in an arm’s length transaction and the extent of the related person’s interest in the transaction. 

Item 14. Principal Accounting Fees and Services

On September 20, 2023, our Board of Directors, following the recommendation of the audit and risk committee, dismissed 
BDO LLP (“BDO”) as our independent registered public accounting firm and appointed PricewaterhouseCoopers LLP (United 
Kingdom) (“PwC”) as our new independent registered public accounting firm effective immediately.

BDO had served as our independent registered public accounting firm for the year ended December 31, 2022 and until 
September 20, 2023 while we reported as a foreign private issuer and prepared our financial statements in accordance with IFRS. 

PwC has served as our independent registered public accountants since September 20, 2023 and was appointed by our Board 
of Directors to act as our independent auditor for the fiscal year ending December 31, 2023 and has audited our financial statements 
prepared in accordance with U.S. GAAP for the years ended December 31, 2023 and 2022. 

The table below sets forth a summary of the fees billed to us by our auditors for professional services rendered for the years 
ended December 31, 2023 and 2022. All such audit and audit-related services were pre-approved by the Audit Committee.

2023 2022
Types of Fees ($'000) ($'000)
Audit fees (1) 1,162 489
Audit-related fees (2) 213 104
Tax fees — —
All other fees (3) 3 —
Total Fees 1,378 592

(1) There was a change in registered auditor during the year. Of this amount, $ 1.0 million was in relation to the current auditors and includes amounts paid for the 
company's transition from IFRS to US GAAP.
(2) These fees were in relation to the former auditors and were all approved by the audit committee pursuant to its pre-approval policies.
(3) These fees were in relation to the current auditors and were all approved by the audit committee pursuant to its pre-approval policies.

Audit Fees

For the fiscal years ended December 31, 2023 and 2022, we were billed approximately $1.27 million and $0.49 million, 
respectively, for professional services rendered by our independent auditors for the audit of our financial statements, which includes 
the audits of our wholly-owned subsidiaries. 

Audit-Related Fees

For the fiscal years ended December 31, 2023 and 2022, we were billed approximately $0.21 million and $0.10 million, 
respectively, for professional services rendered by our independent auditors for audit-related services. These include the review of our 
interim financial statements, review of our registration statement and related consents and issuance of comfort letters. 

Tax Fees

None. 
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All Other Fees

For the fiscal year ended December 31, 2023 we were billed less than $0.1 million for software provided by our independent 
auditors.

Pre-Approval Policies 

The audit and risk committee has adopted a policy and procedures for the pre-approval of audit, review and attest services 
and permitted non-audit services rendered by PwC. The policy generally permits the audit and risk committee to pre-approve, on an 
annual basis, specified services in the defined categories of audit services, audit-related services, tax services and other permitted non-
audit services. Pre-approval may also be given as part of the audit and risk committee’s approval of the scope of the engagement of the 
auditor or on an individual, explicit, case-by-case basis before the auditor is engaged to provide each service.

The audit and risk committee has determined that the rendering of certain services other than audit services by PwC are 
compatible with maintaining the accounting firm’s independence.

The audit and risk committee has delegated to its chair the authority, from time to time, to pre-approve non-audit services not 
prohibited by law to be performed by our independent auditors and the associated fees, provided that the estimated fees for such 
permitted non-audit services do not exceed specified thresholds and provided that the chair shall report any decisions to pre-approve 
such non-audit services and fees to our full audit and risk committee at its next regular meeting. 
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PART IV

Item 15. Exhibits and Financial Statement Schedules

 1. Financial Statements

As part of this Annual Report on Form 10-K, the consolidated financial statements are as follows:

Audited Financial Statements Page

Report of independent registered public accounting firm F-2

Consolidated balance sheets F-3

Consolidated statements of operations and comprehensive loss F-4

Consolidated statements of cash flows F-5

Consolidated statements of shareholders’ equity F-6

Notes to consolidated financial statements F-7

2. Financial Statement Schedules

All schedules have been omitted because they are not required, not applicable, not present in amounts sufficient to require 
submission of the schedule, or the required information is otherwise included.

3. Exhibit Index

The following is a list of exhibits filed as part of this Annual Report on Form 10-K or are incorporated herein by reference.

Exhibit
Number

Description of Exhibit

   
2.1  Agreement and Plan of Merger and Reorganization, dated December 5, 2018, by and among Mereo BioPharma Group 

plc, Mereo US Holdings Inc., Mereo MergerCo One Inc. and OncoMed Pharmaceuticals, Inc. (incorporated by reference 
to Exhibit 2.1 to Mereo’s Form F-4/A filed March 15, 2019 (File No. 333- 229351)). 

   
2.2†  BCT197 Asset Purchase Agreement, dated July 28, 2015, by and between Mereo BioPharma 1 Limited and Novartis 

Pharma AG (incorporated by reference to Exhibit 10.20 to Mereo’s Form F-4 filed January 25, 2019 (File No. 333-
229351)). 

   
2.2.1  Addendum to the Asset Purchase Agreement, dated April 12, 2016, by and between Mereo BioPharma 1 Limited and 

Novartis Pharma AG (incorporated by reference to Exhibit 10.20.3 to Mereo’s Form F-4 filed January 25, 2019 (File No. 
333-229351)). 

   
2.2.2  Addendum to the Asset Purchase Agreement, dated October 4, 2017, by and between Mereo BioPharma 1 Limited and 

Novartis Pharma AG (incorporated by reference to Exhibit 10.20.2 to Mereo’s Form F-4 filed January 25, 2019 (File No. 
333-229351)). 

   
2.2.3  Amendment Agreement for BCT197, dated October 19, 2018, by and between Mereo BioPharma 1 Limited and Novartis 

Pharma AG (incorporated into by reference to Exhibit 10.20.1 to Mereo’s Form F-4 filed January 25, 2019 (File No. 
333-229351)). 
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Exhibit
Number

Description of Exhibit

2.3†  BGS649 Asset Purchase Agreement, dated July 28, 2015, by and between Mereo BioPharma 2 Limited and Novartis 
Pharma AG (incorporated by reference to Exhibit 10.21 to Mereo’s Form F-4 filed January 25, 2019 (File No. 333-
229351)). 

   
2.3.1  Addendum to the Asset Purchase Agreement, dated August 17, 2017, by and between Mereo BioPharma 2 Limited and 

Novartis Pharma AG (incorporated by reference to Exhibit 10.21.2 to Mereo’s Form F-4 filed January 25, 2019 (File No. 
333-229351)). 

   
2.3.2  Amendment Agreement for BGS649, dated October 19, 2018, by and between Mereo BioPharma 2 Limited and Novartis 

Pharma AG (incorporated by reference to Exhibit 10.21.1 to Mereo’s Form F-4 filed January 25, 2019 (File No. 333-
229351)). 

   
2.4†  BPS804 Asset Purchase Agreement, dated July 28, 2015, by and between Mereo BioPharma 3 Limited and Novartis 

Pharma AG (incorporated by reference to Exhibit 10.22 to Mereo’s Form F-4 filed January 25, 2019 (File No. 333-
229351)). 

   
2.4.1  Addendum to the Asset Purchase Agreement, dated December 21, 2016, by and between Mereo BioPharma 3 Limited 

and Novartis Pharma AG (incorporated by reference to Exhibit 10.22.2 to Mereo’s Form F-4 filed January 25, 2019 (File 
No. 333-229351)). 

   
2.4.2†  Amendment Agreement, dated August 10, 2018, by and between Mereo BioPharma 3 Limited and Novartis Pharma AG 

(incorporated by reference to Exhibit 10.22.1 to Mereo’s Form F-4 filed January 25, 2019 (File No. 333-229351)). 
   
3.1  Articles of Association of the Company (incorporated by reference to Exhibit 3.1 to the Company’s Form 6-K, filed with 

the SEC on December 18, 2022 (File No. 001-38452)). 
   
4.1  Form of American Depositary Receipt of Mereo BioPharma Group plc (incorporated by reference to Exhibit 4.3 to 

Mereo’s Form F-4/A filed March 15, 2019 (File No. 333-229351)). 
   
4.2*  Description of Securities Registered under Section 12 of the Exchange Act. 
   
10.1†  Sublicense Agreement, dated July 29, 2015, by and between Mereo BioPharma 3 Limited and Novartis Pharma AG 

(incorporated by reference to Exhibit 10.23 to Mereo’s Form F-4 filed January 25, 2019 (File No. 333- 229351)). 
   
10.2 †  Exclusive License and Option Agreement, dated October 28, 2017, by and between Mereo BioPharma 4 Limited and 

AstraZeneca AB (incorporated by reference to Exhibit 10.24 to Mereo’s Form F-4 filed January 25, 2019 (File No. 333-
229351)). 

   
10.3  Form of Deed of Indemnity for members of the board of directors of Mereo BioPharma Group plc (incorporated by 

reference to Exhibit 10.26 to Mereo’s Form F-4 filed January 25, 2019 (File No. 333-229351)). 
   
10.4  Form of Contingent Value Rights Agreement by and between Computershare, Inc., as rights agent, and Mereo 

BioPharma Group plc (incorporated by reference to Annex B to Mereo’s Form F-4/A filed March 15, 2019 (File No. 
333-229351)). 

   
10.5  Mereo BioPharma Group plc 2019 Equity Incentive Plan, as amended on February 13, 2020 and January 15, 2021

(incorporated by reference to Exhibit 99.1 to the Company’s Form S-8 filed January 15, 2021 (File No. 333-252147))
  
10.6  Deed of Consent and Amendment to Convertible Loan Note Instrument, dated December 17, 2020 between Mereo 

BioPharma Group plc. and the Noteholders named therein (incorporated by reference to Exhibit 4.21 to Mereo’s 20-F 
filed March 31, 2021 (File No. 001-38452)). 

 
10.7  Mereo BioPharma Group plc 2019 Non-Employee Equity Incentive Plan, as amended on February 13, 2020 and

January 15, 2021 (incorporated by reference to Exhibit 99.2 to the Company’s Form S-8 filed January 15, 2021
(File No. 333-252147)).

10.8  Form of Amended Convertible Loan Note Instrument, dated December 18, 2020 relating to Mereo BioPharma Group 
plc. (incorporated by reference to Exhibit 4.22 to Mereo’s 20-F filed March 31, 2021 (File No. 001-38452)). 
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Exhibit
Number

Description of Exhibit

   
10.9  Form of Amended Convertible Loan Note Instrument, dated February 5, 2021 relating to Mereo BioPharma Group plc. 

(incorporated by reference to Exhibit 4.23 to Mereo’s 20-F filed March 31, 2021 (File No. 001-38452)).
  
10.10 Form of Amended Convertible Loan Note Instrument, dated March 29, 2021 relating to Mereo BioPharma Group plc. 

(incorporated by reference to Exhibit 4.24 to Mereo’s 20-F filed March 31, 2021 (File No. 001-38452)).

10.11 Deed of Consent and Amendment to Warrant Instrument, dated March 29, 2021 between Mereo BioPharma Group plc. 
and the Alpha-1 Project, Inc. (incorporated  by reference to Exhibit 4.25 to Mereo’s 20-F filed March 31, 2021 (File No. 
001-38452)).

10.12  Employment Agreement, dated July 1, 2020 between Mereo BioPharma Group plc and John Lewicki (incorporated  by 
reference to Exhibit 4.27 to Mereo’s 20-F filed March 31, 2021 (File No. 001-38452)).

   
10.13†††  License Agreement, dated January 13, 2020, between OncoMed Pharmaceuticals, Inc., Mereo BioPharma Group plc and 

Oncologie, Inc. (incorporated by reference to Exhibit 4.45 to Mereo’s Form 20-F filed March 31, 2021 (File No. 001-
38452)).

   
10.14  Form of Convertible Loan Instrument, dated February 10, 2020 relating to Mereo BioPharma Group plc 

(incorporated  by reference to Exhibit 4.28 to Mereo’s 20-F filed March 31, 2022 (File No. 001-38452)).

10.15  Form of Warrant Instrument, dated February 10, 2020 relating to Mereo BioPharma Group plc (incorporated by 
reference to Exhibit 4.29 to Mereo’s 20-F filed March 31, 2022 (File No. 001-38452).

  
10.16  Deed of Consent and Amendment to Note Instrument, dated November 24, 2020 between Mereo BioPharma Group plc. 

and Novartis Pharma AG (incorporated  by reference to Exhibit 4.30 to Mereo’s 20-F filed March 31, 2022 (File No. 
001-38452)).

  
10.17  Deed of Consent and Amendment to Warrant Instrument, dated November 24, 2020 between Mereo BioPharma Group 

plc. and Novartis Pharma AG (incorporated  by reference to Exhibit 4.31 to Mereo’s 20-F filed March 31, 2022 (File No. 
001-38452)).

   
10.18††  Collaboration and License Agreement, dated December 17, 2020, between Mereo BioPharma 3 Limited and Ultragenyx 

Pharmaceutical Inc. (incorporated by reference to Exhibit 4.32 to Mereo’s 20-F filed March 31, 2022 (File No. 001-
38452)).

 
10.19  Amended and restated Contract of Employment, dated September 3, 2021, between Mereo BioPharma Group plc and 

Denise Scots-Knight (incorporated by reference to Exhibit 4.33 to Mereo’s 20-F filed March 31, 2022 (File No. 001-
38452)).

   
10.20  Amended and restated Contract of Employment, dated September 3, 2021, between Mereo BioPharma Group plc and 

Christine Fox (incorporated  by reference to Exhibit 4.34 to Mereo’s 20-F filed March 31, 2022 (File No. 001-38452)).
   
10.21  Amended and restated Contract of Employment, dated September 3, 2021, between Mereo BioPharma Group plc and 

Charles Sermon (incorporated by reference to Exhibit 4.36 to Mereo’s 20-F filed March 31, 2022 (File No. 001-38452)).
   
10.22  Amended and restated Contract of Employment, dated September 16, 2021, between Mereo BioPharma Group plc and 

Alexandra (Wills) Hughes-Wilson (incorporated  by reference to Exhibit 4.37 to Mereo’s 20-F filed March 31, 2022 
(File No. 001-38452)).

  
10.23  Form of Change in Control and Severance Agreement for Executives employed by Mereo Biopharma 5, Inc. 

(incorporated  by reference to Exhibit 4.40 to Mereo’s 20-F filed March 31, 2022 (File No. 001-38452)). 
   
10.24   Form of Letter of Appointment for members of the board of directors of Mereo BioPharma Group plc. (incorporated by 

reference to Exhibit 4.17 to Mereo’s Form F-4 filed March 28, 2023 (File No. 333-229351)).
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Exhibit
Number

Description of Exhibit

10.25  Deed of Consent and Amendment to Note Instrument, dated February 9, 2023 between Mereo BioPharma Group plc and 
Novartis Pharma AG (incorporated by reference to Exhibit 4.46 to Mereo’s Form 20-F filed March 28, 2023 (File No. 
001-38452)).

   
10.26  Form of Warrant Instrument, dated February 10, 2023, relating to Mereo BioPharma Group plc (incorporated by 

reference to Exhibit 4.47 to Mereo’s Form 20-F filed March 28, 2023 (File No. 001-38452)). 
 
10.27  Deferred Compensation Plan for Non-Employee Directors, as amended on December 13, 2023 (incorporated by 

reference to Exhibit 4.3 to Mereo’s S-8 filed January 23, 2024 (File No. 333-276656)).
   
10.28  Form of Performance Based Restricted Stock Unit Award Agreement under the Plan (incorporated  by reference to 

Exhibit 4.4 to Mereo’s Form S-8 filed January 24, 2023 (File No. 333-269388)) 
   
10.29  Form of Restricted Stock Unit Award Agreement under the Plans (incorporated by reference to Exhibit 4.5 to Mereo’s 

Form S-8 filed January 24, 2023 (File No. 333-269388)) 
   
10.30*††† License Agreement, dated December 11, 2023, between Mereo BioPharma Group plc and ReproNovo SA.
   
19.1*  Insider Trading Policy 

21.1   List of Subsidiaries of Mereo BioPharma Group plc. (incorporated by reference to Exhibit 8.1 Mereo’s Form 20-F filed 
March 28, 2023 (File No. 001-38452))

   
23.1*  Consent of PricewaterhouseCoopers LLP, Independent Registered Public Accounting Firm. 
   
24.1*  Power of Attorney (included on signature page of this report).
   
31.1*  Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. 
   
31.2*  Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. 
   
32.1*  Certification Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. 
   
32.2*  Certification Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. 
   
97.1*  Mereo BioPharma Group plc Compensation Recovery Policy
   
101  The following materials from this Annual Report on Form 10-K formatted in XBRL (Extensible Business Reporting 

Language) are furnished herewith: (i) the Report of Independent Registered Public Accounting Firm, (ii) the 
consolidated statements of financial position data, (iii) the consolidated statements of comprehensive loss data, (iv) the 
consolidated statements of changes in shareholders’ equity (capital deficiency), (v) the consolidated statements of cash 
flows, and (vi) the notes to consolidated financial statements, in each case tagged as blocks of text and in detail.

   
104  Cover Page Interactive Data File.

* Filed herewith. 
† Portions of this exhibit are subject to a previously filed confidential treatment order pursuant to Rule 406 under the Securities Act. 
†† Confidential portions of this exhibit were redacted pursuant to Item 601(b)(10) of Regulation S-K and the Company agrees to 
furnish supplementally to the Commission a copy of any omissions upon request. 
††† Certain portions of this exhibit have been omitted because they are not material and they are the type of information that the 
Registrant treats as private or confidential. 

Item 16. Form 10-K Summary

None.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused 
this report to be signed on its behalf by the undersigned, hereunto duly authorized, on March 27, 2024.

By: /s/ Denise Scots-Knight
Name: Denise Scots-Knight
Title:  Chief Executive Officer

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below constitutes and appoints 
Denise Scots-Knight and Christine Fox, and each of them, as his or her true and lawful attorney-in-fact and agent, with full power of 
substitution and resubstitution, for him or her and in his or her name, place and stead, in any and all capacities, to sign any and all 
amendments to this Annual Report on Form 10-K, and to file the same, with all exhibits thereto, and other documents in connection 
therewith, with the Securities and Exchange Commission, granting unto said attorneys-in-fact and agents, and each of them, full power 
and authority to do and perform each and every act and thing requisite and necessary to be done in connection therewith, as fully to all 
intents and purposes as he or she might or could do in person, hereby ratifying and confirming all that said attorneys-in-fact and 
agents, or any of them or their or his substitute or substitutes, may lawfully do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed by the following persons on 
March 27, 2024, in the capacities indicated.

Signature    Title    Date

/s/ Denise Scots-Knight Chief Executive Officer and Director March 27, 2024
Denise Scots-Knight (Principal Executive Officer)

/s/ Christine Fox Chief Financial Officer March 27, 2024
Christine Fox (Principal Accounting and Financial Officer)

/s/ Michael Wyzga Chairman of the Board of Directors March 27, 2024
Michael Wyzga

/s/ Jeremy Bender Director March 27, 2024
Jeremy Bender

/s/ Anders Ekblom Director March 27, 2024
Anders Ekblom

/s/ Pierre Jacquet Director March 27, 2024
Pierre Jacquet

/s/ Annalisa Jenkins Director March 27, 2024
Annalisa Jenkins

/s/ Deepika Pakianathan Director March 27, 2024
Deepika Pakianathan

/s/ Justin Roberts Director March 27, 2024
Justin Roberts

/s/ Daniel Shames Director March 27, 2024
Daniel Shames

/s/ Marc Yoskowitz Director March 27, 2024
Marc Yoskowitz
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Shareholders of Mereo BioPharma Group plc

Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of Mereo BioPharma Group plc and its subsidiaries (the “Company”) 
as of December 31, 2023 and December 31, 2022, and the related consolidated statements of operations and comprehensive loss, 
changes in equity and cash flows for the  years then ended, including the related notes (collectively referred to as the “consolidated 
financial statements”). In our opinion, the consolidated financial statements present fairly, in all material respects, the financial 
position of the Company as of December 31, 2023 and December 31, 2022, and the results of its operations and its cash flows for the 
years then ended in conformity with accounting principles generally accepted in the United States of America.

Basis for Opinion

These consolidated financial statements are the responsibility of the Company’s management. Our responsibility is to express an 
opinion on the Company’s consolidated financial statements based on our audits. We are a public accounting firm registered with the 
Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent with respect to the 
Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange 
Commission and the PCAOB.

We conducted our audits of these consolidated financial statements in accordance with the standards of the PCAOB. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free 
of material misstatement, whether due to error or fraud. The Company is not required to have, nor were we engaged to perform, an 
audit of its internal control over financial reporting. As part of our audits we are required to obtain an understanding of internal control 
over financial reporting but not for the purpose of expressing an opinion on the effectiveness of the Company's internal control over 
financial reporting. Accordingly, we express no such opinion.

Our audits included performing procedures to assess the risks of material misstatement of the consolidated financial statements, 
whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test 
basis, evidence regarding the amounts and disclosures in the consolidated financial statements. Our audits also included evaluating the 
accounting principles used and significant estimates made by management, as well as evaluating the overall presentation of the 
consolidated financial statements. We believe that our audits provide a reasonable basis for our opinion.

/s/ PricewaterhouseCoopers LLP

Reading, United Kingdom

March 27, 2024

We have served as the Company's auditor since 2023.
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MEREO BIOPHARMA GROUP PLC
CONSOLIDATED BALANCE SHEETS
(In thousands, except per share amounts)

Year ended December 31,
 2023 2022

Assets
Current assets:

Cash and cash equivalents $ 57,421 $ 68,182
Prepaid expenses and other current assets 5,156 5,446
Research and development incentives receivables 1,183 1,569

Total current assets 63,760 75,197
Property and equipment, net 405 551
Operating lease right-of-use assets 1,245 1,665
Intangible assets 1,089 —

Total assets $ 66,499 $ 77,413

Liabilities
Current liabilities:

Accounts payable $ 2,346 $ 3,492
Accrued expenses 5,467 5,436
Convertible loan notes – current — 13,326
Warrant liabilities – current — 486
Operating lease liabilities – current 652 564
Other current liabilities 1,021 1,071

Total current liabilities 9,486 24,375
Convertible loan notes – non current 4,394 —
Warrant liabilities – non current 412 157
Operating lease liabilities – non current 906 1,479
Other non-current liabilities 764 —

Total liabilities 15,962 26,011
Commitments and contingencies (note 19)

Shareholders’ Equity
Ordinary shares, par value £0.003 per share;  701,217,089 shares issued at December 31, 
2023 (2022: 624,928,519). 2,775 2,478
Treasury shares (1,230) (1,335)
Additional paid-in capital 486,107 476,521
Accumulated deficit (419,630) (404,575)
Accumulated other comprehensive loss (17,485) (21,687)
Total shareholders’ equity 50,537 51,402
Total liabilities and shareholders’ equity $ 66,499 $ 77,413

The accompanying notes form an integral part of these consolidated financial statements.
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MEREO BIOPHARMA GROUP PLC
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS

(In thousands, except per share amounts)

Year ended December 31,
 2023 2022

Revenue $ 10,000 $ —
Operating expenses:

Cost of revenue (2,574) 1,146
Research and development (17,418) (29,465)
General and administrative (18,424) (26,107)

Loss from operations (28,416) (54,426)
Other income/(expenses)
Interest income 2,131 840
Interest expense (2,881) (4,175)
Changes in the fair value of financial instruments 245 9,286
Foreign currency transaction (loss)/gain, net (2,347) 2,723
Other (expenses)/income, net (10) 1,086
Benefit from research and development tax credit 1,280 1,728
Net loss before income tax (29,998) (42,938)
Income tax benefit 532 718
Net loss $ (29,466) $ (42,220)

Loss per share – basic and diluted $ (0.04) $ (0.07)
Weighted average shares outstanding – basic and diluted 659,453,921 603,196,403

Net loss $ (29,466) $ (42,220)
Other comprehensive income/(loss) – Foreign currency transaction adjustments, net of 
tax 4,202 (10,660)
Total comprehensive loss $ (25,264) $ (52,880)

The accompanying notes form an integral part of these consolidated financial statements.
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MEREO BIOPHARMA GROUP PLC 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

(In thousands, except per share amounts)

Year ended December 31,
 2023 2022

Cash flows from operating activities
Net loss $ (29,466) $ (42,220)

Adjustments to reconcile net loss to net cash used in operating activities:
Stock-based compensation 4,924 4,768
Depreciation 171 181
Amortization of intangible assets 395 —
Amortization of operating lease right-of-use assets 495 708
Change in fair value of warrants (245) (9,286)
Interest income (102) —
Interest expense 1,942 4,103
Foreign currency transaction loss/(gain) 2,347 (2,723)
Other (income)/expenses — (2,000)

Changes in operating assets and liabilities:
Prepaid expenses and other current assets 502 532
Research and development incentives receivable 456 (3,467)
Accounts payable (1,263) 617
Accrued expenses and other liabilities (710) 844
Operating lease liabilities (578) (878)

Net cash used in operating activities (21,132) (48,821)

Cash flows from investing activities
Purchase of property and equipment — (13)
Proceeds from out-licensing — 2,000
Purchase of intangible assets (419) —
Net cash provided by/(used in) investing activities (419) 1,987

Cash flows from financing activities
Proceeds from TAP agreement 100 200
Proceeds from issuance of ordinary shares 11,605 —
Transaction costs on issuance of ordinary shares (511) —
Transaction costs on convertible loan notes (33) —
Redemption of convertible loan notes (3,188) —
Net cash provided by financing activities 7,973 200

Decrease in cash and cash equivalents (13,579) (46,634)
Cash and cash equivalents at January 1 68,182 127,398
Effect of exchange rate changes 2,818 (12,582)
Cash and cash equivalents at December 31 $ 57,421 $ 68,182

Supplemental disclosure
Cash paid for interest 884 24
Cash (received)/paid for income taxes (1,337) 1,882
Cash paid for the amounts included in the measurement of operating lease liabilities 759 1,153
Supplemental disclosure of non-cash investing and financing activities
Conversion of notes into ordinary shares 5,318 3,428

The accompanying notes form an integral part of these consolidated financial statements.



F-6

MEREO BIOPHARMA GROUP PLC 
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY 

(In thousands, except per share amounts)

 Ordinary shares Treasury shares
Additional

paid-in

Accumulated
other

comprehensive Accumulated
Total

shareholders’
Shares Cost Shares Cost capital (loss)/income deficit equity

Balance, January 1, 2022 584,908,239 $ 2,333 1,081,255 $ (1,440) $ 476,768 $ (11,027) $ (374,436) $ 92,198
Net loss — — — — — — (42,220) (42,220)
Foreign currency translation 
adjustments — — — — — (10,660) — (10,660)

Share-based compensation — — — — 4,768 — — 4,768
Exercise of share options — — (78,225) 105 (105) — — —
Conversion of loan notes 40,020,280 145 — — (5,001) — 12,081 7,225
Issuance of warrants — — — — 91 — — 91
Balance, December 31, 2022 624,928,519 $ 2,478 1,003,030 $ (1,335) $ 476,521 $ (21,687) $ (404,575) $ 51,402
Net loss — — — — — — (29,466) (29,466)
Foreign currency translation 
adjustments — — — — — 4,202 — 4,202

Share-based compensation — — — — 4,924 — — 4,924
Exercise of share options — — (79,630) 105 (105) — — —
Issuance of deferred restricted 
stock unit shares 501,380 3 — — — — — 3

Conversion of loan notes 27,420,095 108 — — (6,569) — 14,411 7,950
Issuance of ordinary shares 48,367,095 186 — — 11,284 — — 11,470
Issuance of warrants — — — — 52 — — 52
Balance, December 31, 2023 701,217,089 $ 2,775 923,400 $ (1,230) $ 486,107 $ (17,485) $ (419,630) $ 50,537

The accompanying notes form an integral part of these consolidated financial statements.
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MEREO BIOPHARMA GROUP PLC 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Nature of business

Mereo BioPharma Group plc (the “Company” or “Mereo”) is United Kingdom (“U.K.”) based biopharmaceutical company 
focused on the development of innovative therapeutics for rare diseases. The Company has developed a portfolio of late-stage clinical 
product candidates, and its two rare disease product candidates are setrusumab for the treatment of osteogenesis imperfecta (“OI”) and 
alvelestat primarily for the treatment of severe alpha-1 antitrypsin deficiency-associated lung disease (“AATD-LD”). 

The Company is a public limited company incorporated and domiciled in the U.K., and registered in England, with shares 
publicly traded on the Nasdaq Capital Market via American Depositary Shares (“ADSs”) under the ticker symbol “MREO”. The 
Company’s registered office is located at Fourth Floor, 1 Cavendish Place, London, W1G 0QF, United Kingdom.

2. Basis of presentation and summary of significant accounting policies

Basis of presentation

The accompanying consolidated financial statements have been prepared in conformity with accounting principles generally 
accepted in the United States of America (“U.S. GAAP”) and pursuant to the rules and regulations of the Securities and Exchange 
Commission ("SEC") for annual financial reporting. 

The consolidated financial statements are presented in U.S. dollars (“$”), which is the reporting currency of the Company. 
The functional currency of the Company is pound sterling (“£”). The functional currency of consolidated subsidiaries are pound 
sterling and U.S. dollar. All amounts disclosed in the consolidated financial statements and notes have been rounded to the nearest 
thousand, unless otherwise stated. 

At the end of the second quarter of 2023, the Company determined that it no longer qualified as a Foreign Private Issuer 
under SEC rules. As a result, beginning January 1, 2024, the Company was required to report with the SEC on domestic forms and 
comply with domestic company rules in the United States. The transition to U.S. GAAP was made retrospectively for all periods from 
the Company’s inception.

Going concern

The Company has prepared its financial statements on the basis that it will continue as a going concern. In accordance with 
the Financial Accounting Standards Board (“FASB”), Accounting Standards Update (“ASU”) 2014-15, Disclosure of Uncertainties 
about an Entity’s Ability to Continue as a Going Concern (Subtopic 205-40), the Company has evaluated whether there are conditions 
and events, considered in the aggregate, that raise substantial doubt about the Company’s ability to continue as a going concern.

The Company is subject to risks common to companies in the biotechnology industry, including but not limited to, risks of 
delays in initiating or continuing research programs and clinical trials, risks of failure of preclinical studies and clinical trials, the need 
to obtain marketing approval for any drug product candidate that it may identify and develop, the need to successfully commercialize 
and gain market acceptance of its product candidates, if approved, dependence on key personnel and collaboration partners, protection 
of proprietary technology, compliance with government regulations, development by competitors of technological innovations, and 
the ability to secure additional capital to fund operations. Product candidates currently under development will require significant 
additional research and development efforts, including preclinical and clinical testing and regulatory approval prior to 
commercialization. Even if the Company’s research and development efforts are successful, it is uncertain when, if ever, the Company 
will realize significant revenue from product sales.

The Company has historically been loss making and anticipates that it will continue to incur losses for the foreseeable future 
and had an accumulated deficit of $419.6 million as of December 31, 2023. The Company has funded these losses through a 
combination of public equity, private equity and debt financings, and it expects it will continue to do so until such time as it can 
generate significant revenue from product sales, or other commercial revenues, if ever, or through licensing and/or collaboration 
agreements for its rare disease or oncology product candidates. Although management continues to pursue these plans, there is no 
assurance that the Company will be successful in obtaining sufficient funding on terms acceptable to the Company to fund continuing 
operations, if at all. 

Geopolitical events, including the ongoing global conflicts and increasing economic and political uncertainty have continued 
in 2023. This has led to significant increases in commodity prices, energy and fuel prices, credit and capital market instability 
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(particularly in the life sciences sector) and supply chain interruptions, all of which have contributed to increasing inflation and higher 
market interest rates. This may in turn adversely impact the Company’s ability to deliver its goals. As of December 31, 2023, the 
Company had cash and cash equivalents of $57.4 million. The Directors and Management have reviewed the financial projections of 
the Company for the 12 months subsequent to the date of filing of this Annual Report on Form 10-K including consideration of severe 
but plausible scenarios that may affect the Company in that period. The Company expects that its cash and cash equivalents as of 
December 31, 2023 will be sufficient to fund its operations and capital expenditure requirements for at least twelve months from the 
date of filing of this Annual Report on Form 10-K. 

Basis of consolidation

The consolidated financial information comprises the financial statements of Mereo BioPharma Group plc and its wholly 
owned subsidiaries. All intercompany balances and transactions have been eliminated on consolidation.

The Company has an employee benefit trust (“EBT”) to facilitate share transactions pursuant to employee share schemes. 
Although the trust is a separate legal entity from the Company, it is consolidated into the Company’s results in accordance with the 
rules in ASC Topic 810, Consolidations (“ASC 810”) on special purpose entities. The Company is deemed to control the trust 
principally because the trust cannot operate without the funding the Company provides.

Use of estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the 
financial statements and the reported amounts of income and expenses during the reporting periods. Significant estimates and 
assumptions reflected in these financial statements include, but are not limited to, revenue recognition on contracts with customers and 
convertible loan notes. Estimates are periodically reviewed in light of changes in circumstances, facts and experience. Changes in 
estimates are recorded in the period in which they become known. Actual results could differ from those estimates.

Segmental 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 in deciding how to allocate resources and assess performance. The Company and the 
Company’s chief operating decision maker, the Company’s Chief Executive Officer, view the Company’s operations and manage its 
business as a single operating segment, which is the business of developing rare disease therapies; however, the Company operates in 
two geographic regions: the U.K. and the U.S. The Company’s non-current assets are primarily located in the U.K. As of December 
31, 2023, $0.1 million (2022: $0.1 million) of property and equipment are located in the U.S.

Concentration of credit risk and significant counterparties

The Company is dependent on a number of third parties for the delivery of its programs and, where required, pays upfront 
deposits and fees in advance of the delivery of services. The Company considers all of its material counterparties to be creditworthy 
and the credit risk for each of its major counterparties to be low, but continues to assess credit risk as part of its management of these 
third-party relationships. Financial instruments that subject the Company to credit risk consists primarily of cash and cash equivalents. 
The Company places cash and cash equivalents with established financial institutions with strong credit ratings. The Company’s 
maximum exposure to credit risk for the components of the balance sheet of December 31, 2023 are the carrying amounts. The 
Company has no significant off-balance sheet risk or concentration of credit risk, such as foreign exchange contracts, options 
contracts, or other foreign hedging arrangements. 

Revenue

The Company’s ongoing major or central operations are the development of product candidates to key clinical milestones and 
either strategically partnering them or further developing such product candidates through regulatory approval and potentially 
commercialization. The Company may enter into a range of different agreements with third parties, including but not limited to: (i) 
licensing agreements where the global rights to a product candidate are licensed to a partner; and (ii) collaboration agreements where 
rights to a product candidate are licensed to a partner but the Company retains certain rights, for example to further develop or 
commercialize the product candidate in specified geographical territories. Under both licensing and collaboration agreements, rights to 
product candidates are provided to a partner typically in exchange for consideration in the form of upfront payments and/or 
development, regulatory, commercial or other similar milestones, and royalties on commercial sales, should regulatory approval be 
obtained for the product candidates. 
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The terms of these arrangements typically include payment to the Company of one or more of the following: nonrefundable, 
upfront license fees; payments for research and development services; fees upon the exercise of options to obtain additional services 
or licenses; payments based upon the achievement of defined collaboration objectives; future regulatory and sales-based milestone 
payments; and royalties on net sales of future products. 

Where the Company has performed significant development activities for its product candidates, including the setrusumab 
and leflutrozole partnerships described in Note 14, receipts from agreements with third parties are considered to be proceeds derived 
from customers of the Company’s ongoing major or central operations and therefore the Company recognizes revenue in accordance 
with ASC Topic 606, Revenue from Contracts with Customers (“ASC 606”).

 When this is not the case and the third parties are not receiving outputs from the Company's ongoing or major central 
operations, such as in the Navicixizumab (“Navi”) partnership described in Note 15, the third parties are not considered to be 
customers and the Company accounts for receipts from these agreements as other income in accordance with ASC Topic 610, Gains 
and Losses from the Derecognition of Non-financial Assets.

Under ASC 606, an entity recognizes revenue when its customer obtains control of promised goods or services, in an amount 
that reflects the consideration which the entity expects to receive in exchange for those goods or services.

To determine revenue recognition for arrangements that the Company determines are within the scope of ASC 606, it 
performs the following five steps: (i) identify the contract(s) with a customer; (ii) identify the performance obligations in the contract; 
(iii) determine the transaction price; (iv) allocate the transaction price to the performance obligations in the contract; and (v) recognize 
revenue when, or as, the Company satisfies the performance obligations. The Company only applies the five-step model to contracts 
when it is probable that the entity will collect substantially all of the consideration it is entitled to in exchange for the goods or services 
it transfers to the customer. As part of the accounting for these arrangements, the Company must make significant judgments, 
including identifying performance obligations in the contract, estimating the amount of variable consideration to include in the 
transaction price and allocating the transaction price to each performance obligation.

Once a contract is determined to be within the scope of ASC 606, the Company assesses the goods or services promised 
within the contract and determines those that are performance obligations. Arrangements that include rights to additional goods or 
services that are exercisable at a customer’s discretion are generally considered options. The Company assesses if these options 
provide a material right to the customer and if so, they are considered performance obligations.

Performance obligations are promised goods or services in a contract to transfer a distinct good or service to the customer. 
The promised goods or services in the Company’s contracts with customers primarily consist of license rights to the Company’s 
intellectual property, research and development services and options to obtain additional licenses, such as a commercialization license 
for a potential product candidate. Promised goods or services are considered distinct when: (i) the customer can benefit from the good 
or service on its own or together with other readily available resources, and (ii) the promised good or service is separately identifiable 
from other promises in the contract. In assessing whether promised goods or services are distinct, the Company considers factors such 
as the stage of development of the underlying intellectual property, the capabilities of the collaboration partner to develop the 
intellectual property on their own and whether the required expertise is readily available. In addition, the Company considers whether 
the customer can benefit from a promise for its intended purpose without the receipt of the remaining promises, whether the value of 
the promise is dependent on the unsatisfied promises, whether there are other vendors that could provide the remaining promises, and 
whether it is separately identifiable from the remaining promises.

The Company estimates the transaction price based on the amount of consideration the Company expects to receive for 
transferring the promised goods or services in the contract. The consideration may include both fixed consideration and variable 
consideration. At the inception of each arrangement that includes variable consideration, the Company evaluates the amount of the 
potential payments and the likelihood that the payments will be received. The Company utilizes either the most likely amount method 
or expected value method to estimate variable consideration to include in the transaction price based on which method better predicts 
the amount of consideration expected to be received. The amount included in the transaction price is constrained to the amount for 
which it is probable that a significant reversal of cumulative revenue recognized will not occur. At the end of each subsequent 
reporting period, the Company reevaluates the estimated variable consideration included in the transaction price and any related 
constraint, and if necessary, adjusts its estimate of the overall transaction price. Any such adjustments are recorded on a cumulative 
catch-up basis in the period of adjustment. The initial transaction price of a contract does not include amounts associated with 
customer option payments.

After the transaction price is determined, it is allocated to the identified performance obligations based on the estimated 
standalone selling price. The Company must develop assumptions that require judgment to determine the standalone selling price for 
each performance obligation identified in the contract. The Company utilizes key assumptions to determine the standalone selling 
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price, which may include other comparable transactions, pricing considered in negotiating the transaction, probabilities of technical 
and regulatory success and the estimated costs. Based on the current agreements in effect, there is limited judgment in determining the 
revenue and transaction price. Certain variable consideration is allocated specifically to one or more performance obligations in a 
contract when the terms of the variable consideration relate to the satisfaction of the performance obligation and the resulting amounts 
allocated to each performance obligation are consistent with the amounts the Company would expect to receive for each performance 
obligation.

The Company then recognizes as revenue the amount of the transaction price that is allocated to the respective performance 
obligation when (or as) each performance obligation is satisfied at a point in time or over time, and if over time, the facts and 
circumstances of each respective contract will be used to determine the revenue recognition pattern. The Company currently does not 
have any revenue that is being recognized over a time period. 

Payments to third parties arising as a direct consequence of the revenue recognized are also recorded within cost of revenue 
in the Company’s consolidated statements of operations and comprehensive loss.

License revenue

The Company has no approved product candidates and accordingly has not generated any revenue from commercial product 
sales. Revenue to date has been generated principally from licensing arrangements and collaboration agreements with a small number 
of the Company's customers. 

If a license to the Company's intellectual property is determined to be distinct from the other performance obligations 
identified in the arrangement, the Company recognizes revenues from non-refundable, upfront fees allocated to the license at such 
time as the license is transferred to the licensee and the licensee is able to use, and benefit from, the license.   

Contingent milestone payments 

The Company's licensing arrangements and collaboration agreements may include development, regulatory and sales 
milestones. ASC 606 constrains the amount of variable consideration included in the transaction price in that either all, or a portion, of 
variable consideration should be included in the transaction price. The variable consideration should be included only to the extent that 
it is probable that a significant reversal in the amount of cumulative revenue recognized will not occur when the uncertainty associated 
with the variable consideration is subsequently resolved. The Company evaluates the probability of the milestones being reached and 
estimates the amount to be included in the transaction price using the most likely amount method. The Company evaluates factors 
such as the scientific, clinical, regulatory, commercial and other risks that much be overcome to achieve the particular milestone in 
making this assessment. If it is probable that a significant revenue reversal would not occur, the associated milestone value is included 
in the transaction price. Milestone payments that are not within the Company's control, such as regulatory approvals, are not 
considered probable of being achieved until those approvals are received. At the end of each reporting period, the Company re-
evaluates the probability of achievement of such milestones and any related constraints and, if necessary, adjusts the estimate of the 
overall transaction price. Any such adjustments are recorded on a cumulative catch up basis, which would affect revenue and net loss 
in the period of adjustment. 

Research and development (“R&D”) expenses

Research and development costs are expensed as incurred on an accruals basis in accordance with ASC Topic 730, Research 
and Development (“ASC 730”) because they have no alternative future uses. These expenses are comprised of the costs of the 
Company’s proprietary research and development efforts, including preclinical studies, clinical trials, manufacturing costs, employee 
salaries and benefits and share-based compensation expense, contract services including external research and development expenses 
incurred under arrangements with third parties such as contract research organizations (“CROs”), facilities costs, overhead costs and 
other related expenses. Intellectual property costs incurred on each drug candidate and costs associated with pre-commercial activities 
to support pricing and reimbursement by health technology assessment authorities and payor decision-makers in Europe are excluded 
from R&D expenses and are recognized within general and administrative expenses. Research and development costs that are paid in 
advance of performance are recorded as a prepaid expense and expensed over the service period as the services are provided. Accruals 
and prepayments for research and development expenses typically include fees and costs to be paid to CROs in relation to clinical 
trials and contract manufacturing organizations (“CMOs”) in relation to the manufacture of drug substance and drug product. These 
accruals and prepayments are calculated each period based on regular review and challenge by the relevant program manager of the 
detailed activity analysis provided directly by CROs and CMOs to determine their completeness and accuracy.
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Income taxes

The Company accounts for income taxes in accordance with ASC Topic 740, Income Taxes (“ASC 740”), using the asset and 
liability method, which requires the recognition of deferred tax assets and liabilities for the expected future tax consequences of events 
that have been recognized in the consolidated financial statements or in its tax returns. Deferred tax assets and liabilities are 
determined based on the difference between the financial statements and tax basis of assets and liabilities using enacted tax rates in 
effect for the year in which the differences are expected to reverse. Changes in deferred tax assets and liabilities are recorded in the 
provision for income taxes. The Company assesses the likelihood that deferred tax assets will be recovered in the future to the extent 
management believes, based upon the weight of available evidence, that it is more likely than not that all or a portion of the deferred 
tax assets will not be realized, a valuation allowance is established through a charge to income tax expense. Potential for recovery of 
deferred tax assets is evaluated by estimating the future taxable profits expected and considering prudent and feasible tax planning 
strategies. Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against 
current tax liabilities and when they relate to income taxes levied by the same taxation authority and the Company intends to settle its 
current tax assets and liabilities on a net basis.

The Company accounts for uncertainty in income taxes by applying a two-step process to determine the amount of tax benefit 
to be recognized. First, the tax position is evaluated to determine the likelihood that it will be sustained upon external examination by 
the taxing authorities. If the tax position is deemed more-likely-than-not to be sustained, the tax position is then assessed as the 
amount of benefit to recognize in the consolidated financial statements. The amount of benefits that may be used is the largest amount 
that has a greater than 50% likelihood of being realized upon ultimate settlement. The provision for income taxes includes the effects 
of any resulting tax reserves, or unrecognized tax benefits, that are considered appropriate, as well as the related net interest and 
penalties.

The Company recognizes interest related to unrecognized tax benefits within interest expense in the accompanying 
consolidated statements of operations and comprehensive loss. As of December 31, 2023 and 2022, no material accrued interest is 
included on the related tax liability line in the consolidated balance sheets.

U.K. R&D tax credit

The Company is subject to corporate taxation in the U.K. Due to the nature of the business, the Company has generated 
operating losses since inception. The benefit from R&D tax credits is recognized in the consolidated statements of operations and 
comprehensive loss, and represents the research and development tax credits recoverable in the U.K.

The U.K. R&D tax credit is fully refundable to the Company and is not dependent on current or future taxable income. As a 
result, the Company has recorded the entire benefit from the U.K. R&D tax credit as a benefit which is included in net loss before 
income tax and, accordingly, not reflected it as part of the income tax provision. If, in the future, any U.K. R&D tax credits generated 
are needed to offset a corporate income tax liability in the U.K., the relevant portion would be recorded as a benefit within the income 
tax provision and any refundable portion not dependent on taxable income would continue to be recorded within the benefit from 
research and development tax credit in the consolidated statement of operations and comprehensive loss.

As a company that carries out extensive R&D activities, it benefits from the U.K. HM Revenue and Customs (“HMRC”) 
small and medium sized enterprises research and development relief, or SME R&D Relief, which provides relief against U.K. 
Corporation Tax and enables it to surrender some of its trading losses that arise from its research and development activities for a cash 
rebate. To date, a cash rebate of up to 33.35% of eligible R&D expenditure has been available, but the cash rebate reduced to a 
maximum of 27% for R&D intensive companies where at least 40% of their total expenditure in on qualifying R&D, or to 18.6% of 
eligible R&D expenditure for other companies, with effect from April 1, 2023 pursuant to changes made by the Finance Act 2023. 
Certain subcontracted qualifying research expenditures are eligible for a cash rebate though the rate of the cash rebate also reduced 
with effect from April 1, 2023, from up to 21.67% of the subcontracted expenditures to 17.53% for R&D intensive companies or 
12.09% for other companies. The difference in cash rebate for qualifying subcontracted expenditure vs. other qualifying expenditure is 
due to a statutory restriction of 65% being applied to unconnected qualifying subcontracted expenditure, thus restricting the benefit 
available. 

The Company may not be able to continue to claim payable R&D tax credits in the future because it may no longer qualify as 
a small or medium sized company. In that case, the Company would expect to benefit from the taxable credit for qualifying R&D 
expenditure under the R&D Expenditure Credit (RDEC) scheme available to large companies which may be either offset against 
corporation tax liabilities or paid net of tax as a cash credit where there is no liability in the future. Expenditure subcontracted to other 
companies is not however a qualifying cost under the RDEC scheme. Subcontracted expenditure however is in most cases not a 
qualifying cost under the current RDEC scheme but is expected to be a qualifying cost (unless it relates to non-qualifying costs 
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subcontracted overseas) under the new merged RDEC scheme, that will come into force for accounting periods beginning on or after 
April 1, 2024. 

In the event the Company generates revenues in the future, it may also benefit from the U.K. “patent box” regime that allows 
profits attributable to revenues from patents or patented product candidates to be taxed at an effective rate of 10%. This relief applies 
to profits earned following election into the regime. When taken in combination with the enhanced relief available on our R&D 
expenditures, the Company expects a long-term lower rate of corporation tax to apply to it. If, however, there are unexpected adverse 
changes to the U.K. R&D tax credit regime or the “patent box” regime, or for any reason it is unable to qualify for such advantageous 
tax legislation, or it is unable to use net operating loss and tax credit carryforwards and certain built-in losses to reduce future tax 
payments, the Company's business, results of operations, and financial condition may be adversely affected. In particular, HM 
Treasury and HMRC launched a consultation in January 2023 entitled “R&D Tax Reliefs Review, Consultation on a single scheme” 
which seeks views on the possible merger of the SME R&D Relief scheme and the RDEC scheme applicable to large companies, the 
outcome of which may be further changes to the reliefs available. If it is decided to merge the schemes, any new regime is expected to 
apply with effect from April 1, 2024.

Foreign currencies

The Company maintains its consolidated financial statements in its functional currency, which is pound sterling. This is also 
the functional currency of the wholly-owned subsidiaries which are consolidated, with the exception of Mereo BioPharma 5, which 
has U.S dollars as its functional currency. Monetary assets and liabilities denominated in currencies other than the functional currency 
are translated into the functional currency at rates of exchange prevailing at the balance sheet dates. Non-monetary assets and 
liabilities denominated in foreign currencies are translated into the functional currency at the exchange rates prevailing at the date of 
the transaction. Exchange gains or losses arising from foreign currency transactions are included in the consolidated statements of 
operations and comprehensive loss. 

For financial reporting purposes, the consolidated financial statements of the Company have been presented in U.S. dollars, 
the reporting currency. The financial statements of entities are translated from their functional currency into U.S. dollars as follows: 
assets and liabilities are translated at the exchange rates at the balance sheet dates, revenue, operating expenses and other income/ 
(expense), net are translated at the average exchange rates for the periods presented, and shareholders’ equity is translated at the 
prevailing historical exchange rates. Translation adjustments are not included in determining net loss but are included as a foreign 
exchange adjustment to other comprehensive income, a component of shareholders’ equity. 

Property and equipment

Property and equipment is stated at cost, net of accumulated depreciation and accumulated impairment losses, if any. Such 
cost includes the cost of replacing part of the equipment if the recognition criteria are met. All other repair and maintenance costs are 
recognized in profit or loss as incurred.

Depreciation is computed using the straight-line method over the estimated useful lives of the related assets. Useful lives of 
various property and equipment are as follows:

• Leasehold improvements shorter of lease term or ten years

• Office equipment five years

• IT equipment three years

Property and equipment is derecognized upon disposal or when no future economic benefits are expected from its use or 
disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference between the net disposal proceeds and the 
carrying amount of the asset) is included in the consolidated statement of operations and comprehensive loss when the asset is 
derecognized.

The residual values, useful lives and methods of depreciation of property, plant and equipment are reviewed annually and 
adjusted prospectively, if appropriate.
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Leases

Leases are accounted for under ASC Topic 842, Leases (“ASC 842”). The Company only has operating leases. The Company 
assesses whether a contract is, or contains, a lease at inception of the contract. The Company recognizes a right-of-use (“ROU”) asset 
and a corresponding liability with respect to all lease arrangements in which it is a lessee. ROU assets and liabilities are recognized at 
the commencement date based on the present value of remaining lease payments. For this purpose, the Company considers only 
payments that are fixed and determinable at the time of commencement.

As the Company's leases do not provide an implicit rate, the Company determines the incremental borrowing rate in 
calculating the present value of lease payments. The ROU assets also include any lease payments made prior to commencement and 
are recorded net of any lease incentives received. 

The Company’s lease terms may include options to extend or terminate the lease. When it is reasonably certain the Company 
will exercise such options the term of the lease will be amended and the ROU asset and corresponding liability will be measured based 
on inclusion the option term. The Company accounts for lease and non-lease components separately. The non-lease components are 
service and maintenance charges and are accounted for separately. There are no variable lease costs associated with the current leases.

Operating leases are included in right-of-use assets and in current and non-current operating lease liabilities on the 
Company's consolidated balance sheets.

Lease expense for lease payments is considered operating lease costs and is recognized on a straight-line basis over the lease 
term. The lease terms for the underlying assets is as follows:

• Right-of-use asset (building) six to nine years

• Right-of-use asset (equipment) one to two years

Intangible assets

Identifiable intangible assets within the scope of ASC 730 that are purchased from others for a particular research and 
development project outside of a business combination, and that have no alternative future uses are expensed as incurred.

Intangible assets that have an alternative future use, or which are outside the scope of ASC 730, are accounted for under ASC 
Topic 350, Intangibles – Goodwill and Other (“ASC 350”) and are initially recorded at cost, which is the fair value of the 
consideration paid on the acquisition date. Consideration that is contingent on future events is included in the cost of the asset only 
when the contingency is resolved and the consideration is issued or becomes issuable. 

Assets that have been acquired in a business combination are initially recorded at fair value. 

Intangible assets are amortized over their estimated useful economic life from the date they are available for use and are 
recognized in general and administrative expenses. An intangible asset is derecognized on disposal, or when no future economic 
benefits are expected from use or disposal. Gains or losses arising from derecognition of an intangible asset, measured as the 
difference between the net disposal proceeds and the carrying amount of the asset, are recognized in profit or loss when the asset is 
derecognized.

Financial instruments

The Company’s financial instruments consist of cash and cash equivalents, accounts receivable, accounts payable, certain 
accrued expenses, contingent consideration, warrant liabilities and the liability components of convertible loan notes and other 
financing arrangements. Cash, cash equivalents, accounts receivable, accounts payable and accrued expenses are initially recorded and 
subsequently measured at cost, which is considered to approximate their fair value due to the short-term nature of such financial 
instruments. The carrying value of warrant liabilities and convertible loan notes is explained in the sections below. 

Embedded derivatives

The Company reviews the terms of convertible loan notes and other hybrid financing arrangements to determine whether 
there are embedded derivative instruments, including conversion options that are required to be bifurcated and accounted for 
separately either as a derivative financial instrument or an equity instrument. 
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Derivative financial instruments are initially measured at fair value, and then re-valued at each reporting date, with changes 
in the fair value reported in the consolidated statements of operations and comprehensive loss as a component of net income. 

The discount from face value of the liability component remaining from allocating some or all of the proceeds of the hybrid 
instrument to the derivative, together with the stated rate of interest on the instrument, is amortized over the life of the instrument 
through periodic charges to consolidated statements of operations and comprehensive loss, using the effective interest method. 
Embedded derivatives that are bifurcated and recognized as liability instruments are presented in a separate line in the balance sheets.

Embedded derivative instruments that meet the criteria of equity instruments under ASC Topic 815-40, Contracts in Entity’s 
Own Equity (Subtopic 815-40) are initially recognized within additional paid-in capital at an amount determined by allocating the 
proceeds between the debt and equity components based on their relative fair values. 

Convertible loan notes

Convertible loan notes are accounted for in accordance with ASC Topic 470-20, Debt with Conversion and Other Options as 
amended by ASU 2020-06, Debt with Conversion and Other Options (Subtopic 470-20) and Derivatives and Hedging—Contracts in 
Entity’s Own Equity (Subtopic 815-40) which the Company early adopted on January 1, 2021 on a fully retrospective basis.

As described in Note 11, the Company issued two hybrid financial instruments in 2020; the Novartis Loan Note and the 
Private Placement Loan Notes, which both included multiple instruments, including convertible loan notes and warrants. For both 
hybrid financial instruments, pursuant to ASC Subtopic 470-20, the Company separately accounted for the liability component of the 
convertible loan notes, the embedded conversion option and the warrants. 

In the case of the Novartis Loan Note, both the conversion option and the warrants were separately accounted for as equity 
instruments upon issuance. The conversion option and warrants are accounted for as equity instruments as they met the requirements 
to be considered indexed to the Company's own shares under Subtopic 815-40. 

In the case of the Private Placement Loan Notes, both the conversion option and the warrants were initially separately 
accounted for as derivative instruments under ASC 815, however upon the passing of certain resolutions of the Company’s 
shareholders on June 30, 2020, the classification of the conversion option was reassessed and reclassified as an equity instrument. The 
warrants continued to be separately accounted for as derivative liabilities.

Consideration received for hybrid financial instruments containing convertible debt is initially allocated to the fair value of 
separately recognized derivative instruments that will be subsequently remeasured at fair value under ASC 815, including the warrants 
issued with the Private Placement Loan Notes. The remaining consideration is allocated to the liability portion of the convertible loan 
notes and any other separately recognized equity instruments, such as the embedded conversion option, based on the relative fair value 
of each instrument. 

Where none of the embedded derivatives are required to be subsequently remeasured at fair value, including the Novartis 
Loan Note, the consideration is allocated to all elements based on the relative fair value of each instrument. As the conversion option 
in the Novartis Loan Note is classified as an equity instrument, it qualifies for the scope exception for contracts indexed to the 
Company's own equity and as such is allocated to additional paid-in capital and accounted for at the initial recognition amount. 

Changes to the terms of convertible loan notes are evaluated to determine whether they constitute an extinguishment or 
modification. Changes are accounted for as an extinguishment if:

(a) they cause the present value of the cash flows under the terms of the new debt instrument to be at least 10% different 
from the present value of the remaining cash flows under the terms of the original instrument; or

(b) they change the fair value of the embedded conversion option by more than 10% of the carrying amount of the original 
debt instrument immediately before the modification; or

(c) they add a substantive conversion option or eliminate a conversion option that was substantive at the date of the 
modification or exchange.

Where changes are extinguishments, the liability component is derecognized and new component recognized in the same way 
as described above on initial recognition. The difference between the carrying value of the original debt and the fair value of the new 
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component will be recognized as an extinguishment gain or loss. In the current year no extinguishment gain or loss is recognized in 
the consolidated statements of operations and comprehensive loss.

Where changes are modifications, the carrying value of the liability component is adjusted to the present value of the 
modified cash flows discounted at the original effective interest rate, net of identifiable transaction costs, with the difference 
recognized by accreting the new carrying value to its face value using a revised effective interest rate and the accretion recognized in 
interest income. If the conversion option had previously been classified as a financial liability, but  had been reclassified to equity (as 
was the case with the Private Placement Loan Notes) the carrying value of the liability is also adjusted to reflect any increase (but not 
decrease) in the fair value of the embedded, un-separated, conversion option with a corresponding adjustment to additional paid-in 
capital. The revised carrying value is accreted to the value of the principal plus accrued interest payable at maturity using the new 
effective interest rate.

Upon any conversion of the convertible loan notes in accordance with the conversion privileges provided in the terms of the 
instrument, the carrying value is adjusted for any unamortized capitalized transaction costs, which are recognized within interest 
expense. The carrying value is reduced by the cash consideration received and any excess or deficit after recognizing the nominal 
value of the ordinary shares issued is recognized within additional paid-in capital.

Warrant liabilities 

The Company issued warrants as part of a private placement transaction on June 30, 2020 and to its previous lenders pursuant 
to the terms of its loan facility in August 2017 and October 2018. The private placement warrants expired in June 2023.  

The warrants were classified as liabilities as they included provisions that could require cash settlement. The warrant 
instruments are recorded at fair value, with changes in the fair value recognized in the consolidated statements of operations and 
comprehensive loss as a component of net loss, where the terms of the warrant instruments allow for cashless exercise.

Equity classified warrants

The Company has issued the following equity classified warrants: 

- Warrants issued in conjunction with the Novartis Loan Note in 2020. The value allocated to these warrants was 
recognized in equity at issuance as described above. 

- In October 2018, the Group entered into a funding agreement with The Alpha-1 Project (“TAP”), which provided for 
total payments of $0.4 million, of which the final installment of $0.1 million was received in May 2023. In exchange for 
funding, the Company issued warrants allowing TAP to subscribe for ordinary shares in the Company. Under the 
agreement, TAP is potentially entitled to receive a payment equivalent to the amounts received by Mereo (up to a 
maximum of $0.4 million) conditional on and within thirty days of the first regulatory approval for alvelestat. The 
agreement is accounted for as a compound instrument that includes both debt and equity components with the carrying 
value of each component established based on the relative fair value of each component. The amount allocated to the 
liability component is accreted back to the face value over the period to the earliest reasonable repayment date using the 
effective interest method. The amount allocated to the warrants was recognized in additional paid-in capital and is not 
subsequently remeasured.

Fair value measurement

The Company follows the guidance in ASC Topic 820, Fair Value Measurements and Disclosures (“ASC 820”) which 
defines fair value and establishes a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value.

The Company uses valuation techniques that are appropriate in the circumstances and for which sufficient data are available 
to measure fair value, maximizing the use of relevant observable inputs and minimizing the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the consolidated financial statements are categorized 
within the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair value measurement as 
a whole:

• Level 1 — quoted (unadjusted) market prices in active markets for identical assets or liabilities.
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• Level 2 — valuation techniques for which the lowest level input that is significant to the fair value measurement is 
directly or indirectly observable.

• Level 3 — valuation techniques for which the lowest level input that is significant to the fair value measurement is 
unobservable.

For assets and liabilities that are recognized in the consolidated financial statements on a recurring basis, the Company 
determines whether transfers have occurred between levels in the hierarchy by reassessing categorization (based on the lowest level 
input that is significant to the fair value measurement as a whole) at the end of each reporting period. There were no transfers within 
the fair value hierarchy during the years ended December 31, 2023 and 2022.

Cash and cash equivalents

Cash and cash equivalents in the consolidated balance sheets comprise cash at banks along with short-term deposits with a 
maturity of three months or less.

Share-based compensation 

Employees (including executives) and non-executive directors of the Company receive remuneration in the form of share-
based compensation, whereby employees and non-executive directors render services as consideration for equity instruments (equity 
settled transactions). Incentives in the form of ADSs are provided to employees and non-executive directors under various plans. 

In accordance with ASC Topic 718, Stock Compensation (“ASC 718”), the total amounts to be expensed for these incentives 
are expensed through the consolidated statements of operations and comprehensive loss and are measured based on the grant-date fair 
value of the awards and recognized over the period during which the employee or non-executive director is required to perform 
services in exchange for the award (generally the vesting period of the award).

In accordance with ASC 718, the cancellation of share options is accounted for as an acceleration of the vesting period and 
therefore any amount unrecognized that would otherwise have been recorded in future accounting periods is recognized immediately. 
The Company has elected to recognize the effect of forfeitures on share-based compensation when they occur. Any differences in 
compensation recognized at the time of forfeiture are recorded as a cumulative adjustment in the period in which the forfeiture occurs. 

Treasury shares

The EBT holds ADSs as treasury shares to satisfy the exercise of options under the Company’s share-based incentive 
schemes. The EBT is a Jersey-based trust which was initially funded by a loan from the Company, which it utilized to purchase shares 
in sufficient quantity to fulfill the envisaged awards. In accordance with ASC Topic 505, Equity (“ASC 505”), these shares will be 
deducted from ordinary shares on the consolidated balance sheet at their nominal value. Shares held by the EBT are included in the 
consolidated balance sheets as a reduction in additional paid-in capital.

Comprehensive income/(loss) 

Comprehensive income/(loss) includes net income/(loss) as well as other changes in shareholders’ equity that result from 
transactions and economic events other than those with shareholders. The Company records unrealized gains and losses related to 
foreign currency translation as a component of other comprehensive loss in the consolidated statements of operations and 
comprehensive loss.

Ordinary shares 

Ordinary shares are classified in shareholders’ equity and represent issued share capital. 

Additional paid-in capital 

Additional paid-in capital is classified in shareholders’ equity and includes the difference between the price paid per share 
and the nominal value. The equity element of share-based compensation is also recognized in additional paid-in capital as are 
derivative instruments that meet the requirements for equity classification. 
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Incremental costs incurred and directly attributable to the offering of equity securities are deducted from the related proceeds 
of the offering. The net amount is recorded as additional paid-in capital in the period when such shares are issued. Where such 
expenses are incurred prior to the offering, they are recorded in prepayments until the offering completes. Other costs incurred in such 
offerings are expensed as incurred and included in general and administrative expenses.

Net income/(loss) per share 

Basic net income/(loss) per share is computed by dividing the net income/(loss) attributable to ordinary shareholders by the 
weighted-average number of ordinary shares outstanding for the reporting period without consideration for potentially dilutive 
securities. Net income/(loss) attributable to ordinary shareholders is computed as if all net income/(loss) for the period had been 
distributed. During periods in which the Company incurred a net loss, the Company allocates no net loss to participating securities 
because they do not have a contractual obligation to share in the net loss of the Company. 

The Company computes diluted net income/(loss) per ordinary share after giving consideration to all potentially dilutive 
ordinary equivalents, including share options outstanding during the period, except where the effect of such non-participating 
securities would be antidilutive. 

Diluted net income/(loss) per share is computed by dividing the net income/(loss) attributable to ordinary shareholders by the 
weighted average number of ordinary shares and dilutive ordinary share equivalents outstanding for the period, determined using the 
treasury stock and if-converted methods.

3. Recent accounting pronouncements

In November 2023, the FASB issued ASU 2023-07, Improvements to Reportable Segment Disclosures. The amendments 
require incremental disclosures related to a public entity’s reportable segments but does not change the definition of a segment, the 
method for determining segments, or the criteria for aggregating operating segments into reportable segments. The biggest change in 
the ASU is the requirement for a public entity to disclose its significant segment expense categories and amounts for each reportable 
segment.

In December 2023, the FASB issued ASU 2023-09, Improvements to Income Tax disclosures. The standard requires 
disaggregated information about a reporting entity’s effective tax rate reconciliation as well as information on income taxes paid. 

The key provisions under effective tax rate reconciliations are as follows: 

• The ASU requires public business entities, on an annual basis, to provide a tabular rate reconciliation (using both 
percentages and reporting currency amounts) of the reported income tax expense (or benefit) from continuing operations, 
to the product of the income (or loss) from continuing operations before income taxes and the applicable statutory federal 
income tax rate of the country of domicile using specific categories, and;

• Separate disclosure for any reconciling items within certain categories that are equal to or greater than a specified 
quantitative threshold. The quantitative threshold for the designated categories requiring further disaggregation is 5%.

The key provisions under income taxes paid are as follows: 

• The ASU requires all reporting entities to disclose the year-to-date amount of income taxes paid (net of refunds received) 
disaggregated by federal, state, and foreign; and

• It also requires additional disaggregated information on income taxes paid (net of refunds received) to an individual 
jurisdiction equal to or greater than 5% of total income taxes paid (net of refunds received). An entity may identify a 
country, state, or local territory as an individual jurisdiction.

ASU 2023-07 is effective for fiscal periods beginning after December 15, 2023 and ASU 2023-09 is effective for fiscal 
periods beginning after December 15, 2024. We are currently evaluating the impact of the adoption of these ASU's on our 
consolidated financial statements, but do not believe the adoption of these standards will have a material impact on our 
consolidated financial statements. 

'In March 2024, the SEC adopted final rules under SEC Release No. 33-11275, The Enhancement and Standardization of 
Climate-Related Disclosures for Investors, which requires registrants to provide certain climate-related information in their 
registration statements and annual reports. As it pertains to the financial statements, the final rules require the financial statement 
footnotes to include certain disclosures regarding the amounts of expenses (or capitalized costs) incurred that relate to severe 
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weather events and other natural conditions, as well as other disclosures regarding the material impact on financial estimates and 
assumptions of  severe weather events and other natural conditions or disclosed targets or transition plans.  It also requires 
disclosure of financial statements amounts related to carbon offsets and renewable energy credits.  The disclosures will be required 
at the earliest in the annual financial statements for the year ended December 31, 2025 (or potentially later depending on the 
company’s filer status at the time). The company is currently evaluating the impact of this on its consolidated financial statements.

Other accounting standards that have been issued with the FASB or other standards-setting bodies that do not require 
adoption until a future date are not expected to have a material impact on the Company's consolidated financial statements upon 
adoption. 

4. Fair value measurement

The Company’s financial instruments consist of cash and cash equivalents, accounts receivable, accounts payable, certain 
accrued expenses, contingent consideration, warrant liability and convertible loan notes. The carrying amounts of cash and cash 
equivalents, accounts receivable, accounts payable and accrued expenses approximate their fair value due to the short-term nature of 
those financial instruments.

The following table summarizes the Company’s financial assets and liabilities measured at fair value on a recurring basis and 
classified under the appropriate level of the fair value hierarchy as described above:

 As at December 31, 2023
 Total Level 1 Level 2 Level 3

($'000) ($'000) ($'000) ($'000)
Financial liabilities
Warrant liabilities 412 — 412 —
CVR liability — — — —

 As at December 31, 2022
 Total Level 1 Level 2 Level 3

($'000) ($'000) ($'000) ($'000)
Financial liabilities
Warrant liabilities 643 — 157 486
CVR liability — — — —

There were no transfers between Level 1 and Level 2 during the years ended December 31, 2023 and 2022.

Contingent Value Rights Agreement Liability ("CVR liability") 

In 2019, the Company acquired OncoMed and subsequently renamed it Mereo BioPharma 5, Inc. The Company makes a 
provision for the estimated fair value of amounts payable to the former shareholders of Mereo BioPharma 5, Inc. under a Contingent 
Value Rights Agreement (“CVR”), established at the time of the acquisition of Mereo BioPharma 5, Inc which is accounted for as a 
contingent consideration liability. The CVR will expire on April 23, 2024. 

At December 31, 2023 and 2022, the Company estimates the fair value of the liability for its obligations under the CVR to be 
$nil (2022: $nil). Total potential payments under the CVR on a gross, undiscounted basis, are approximately $80 million.

The CVR liability is estimated based on a risk-adjusted, probability-based scenario. Under this approach the likelihood of 
future payments being made to the former shareholders of Mereo BioPharma 5, Inc. under the CVR is considered. The estimate could 
materially change over time in line with the development plan and potential subsequent commercialization of the product. These rights 
are contingent upon achieving certain milestones relating to two product candidates: etigilimab (“TIGIT”) and Navi. If the 
achievements are not met by April 2024, the agreement will expire. The CVR liability was $nil throughout both 2022 and 2023.

The following table presents the changes in material Level 3 items for the years ended December 31, 2023 and December 31, 
2022.
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Warrant labilities
($'000)

January 1, 2022 11,276
Change in fair value (9,607)
Foreign exchange (1,026)
December 31, 2022 $ 643
Change in fair value (245)
Foreign exchange 14
December 31, 2023 $ 412

The significant unobservable inputs used in the fair value measurements categorized within Level 3 of the fair value 
hierarchy, together with a quantitative sensitivity analysis as at December 31, 2023 and 2022 are as follows:

Valuation 
technique

Significant unobservable 
inputs Input range Sensitivity of the input to fair value

Warrant liability 
related to the 
private placement 
warrants

Black- Scholes 
model

  Expected volatility 2023: n/a
2022: 95.5%

The warrants expired in June 2023, therefore 
the fair value at December 31, 2023 was $nil

CVR liability Discounted cash 
flow

  Ongoing uncertainty in the   
  clinical development of the 
  Navi product 

Total potential future payments relating to the 
contingent consideration liability on a gross, 
undiscounted basis are approximately $80 
million. However, the agreement expires in 
April 2024. If none of the milestones are 
achieved, then no further payments will be 
required. 

  Regulatory approval and   
  commercialization risks

Sensitivity of the input to fair value is primarily 
driven by uncertainty in the clinical 
development of the Navi product. Future 
potential payments under the CVR arrangement 
are contingent on i) future development 
milestones and ii) future sales of the Navi 
product, following regulatory approval and 
commercialization. In January 2020, the 
Company entered into the license agreement. 
Although pursuant to the license agreement the 
Company is entitled to additional payments of 
up to $302 million, there continues to be no 
expectation of any milestone or royalty 
payments under the license agreement before 
the CVR arrangement expires in April 2024.

5. Prepaid expenses and other current assets

Prepaid expenses and other current assets consisted of the following:

 December 31,
 2023 2022

($'000) ($'000)
VAT receivable $ 599 $ 438
Prepaid research and development services 632 2,348
Other taxes receivable — 741
Insurance claim receivable 1,950 —
Security deposits 615 485
Other prepaid expense and current assets 1,360 1,434
Total $ 5,156 $ 5,446
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6. Property and equipment, net

Property and equipment, net consists of the following:

 Year ended December 31,
 2023 2022

($'000) ($'000)
Leasehold improvements $ 710 $ 675
Office equipment 199 190
IT equipment 296 422
Property and equipment, at cost 1,205 1,287
Less: accumulated depreciation (800) (736)
Property and equipment, net $ 405 $ 551

Depreciation expense for the year ended December 31, 2023 was $0.2 million (2022: $0.2 million).

7. Intangible assets

Intangible assets consists of the following:

 Year ended December 31,
 2023 2022

($'000) ($'000)
License $ 1,485 $ —
Less: accumulated amortization (396) —
Intangible asset, net $ 1,089 $ —

In 2023, the Company acquired an intangible asset of $1.5 million related to a license agreement. Corresponding deferred 
consideration liabilities totaling $1.5 million were also recognized in other current and other non-current liabilities.  The license is 
amortized on a straight-line basis over its useful economic life. 

8. Leases

In August 2015, Mereo entered into a lease agreement under which the Company leased office space located on the fourth 
floor of One Cavendish Place, London, with a lease term ending in August 2025. In June 2021, the Company entered into a new lease 
agreement to lease additional office space located on the fifth floor of that building for a lease period ending in June 2026. At the same 
time, the Company entered into a revisionary lease to extend the term for the original fourth floor lease to be co-terminus with the fifth 
floor, ending in June 2026.

In August 2022, the Company’s lease for office space in Redwood City, California expired, and certain equipment was 
disposed. In the year-ended December 31, 2023, the Company made lease payments of $0.8 million (2022: $1.2 million) and total 
lease expenses included in the statements of operations and comprehensive loss were $0.7 million (2022: $0.9 million). There were 
no material variable lease costs. The amount of operating right of use assets recognized was $1.2 million in the year ended December 
31, 2023 (2022: $1.7 million). Amortization of the right of use assets recognized in the statements of operations and comprehensive 
loss was $0.5 million in the year ended December 31, 2023 (2022: $0.7 million).

 Year ended December 31,
2023 2022

($'000) ($'000)
Operating leases
Weighted-average remaining contractual lease term (years) 2.50 3.50
Weighted average discount rate 10.0% 10.0%
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 Year ended December 31,
2023 2022

($'000) ($'000)
Cash paid for amounts included in the measurement of lease
   liabilities:
Operating cash flows from operating leases $ 759 $ 1,153

 

Year ended 
December 31, 

2023
($'000)

Maturity analysis of the operating lease liabilities for the years ending 
December 31,
2024 $ 778
2025 778
2026 191
2027 —
2028 —
Thereafter —
Total undiscounted payments 1,747

Less: Present value discount (189)
Lease liability $ 1,558
Lease liability - current $ 652
Lease liability - non current $ 906

9. Other current liabilities

Other current liabilities consists of the following:

 December 31,
2023 2022

($'000) ($'000)
Social security and other taxes $ 280 $ 202
Tax payable — —
Deferred consideration liability 711 —
Other current liabilities 30 869
Total $ 1,021 $ 1,071

10. Accrued expenses

Accrued expenses consist of the following:

 December 31,
2023 2022

($'000) ($'000)
Accrued research and development costs $ 1,821 $ 2,336
Accrued legal fees 266 132
Accrued bonus 1,624 1,863
Accrued audit fees 671 382
Accrued professional fees 338 183
Accrued local taxes 382 —
Other accrued expenses 365 540
Total $ 5,467 $ 5,436

11. Convertible loan notes
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Novartis Loan Note

On February 10, 2020, the Company entered into a convertible equity financing with Novartis Pharma (AG) (“Novartis”) 
under which Novartis purchased a £3.8 million ($5.2 million) convertible loan note (the “Novartis Loan Note”). The Novartis Loan 
Note is convertible at the discretion of the holder, at a fixed price of £0.265 ($0.360) per ordinary share and originally bore interest at 
6% per annum with a maturity date of February 10, 2023. In connection with the Novartis Loan Note, the Company also issued 
1,449,614 warrants which are exercisable until February 2025 at an exercise price of £0.265 ($0.360) per ordinary share. These 
warrants were recognized separately as equity instruments (see note 12).

Effective February 10, 2023, the maturity date of the Novartis Loan Note was extended to February 10, 2025 and the interest 
rate amended to 9%. Interest accrued to the amendment date of $0.9 million was paid in cash, and additional warrants to purchase 
2,000,000 ordinary shares were issued. These warrants were also recognized separately as equity instruments.

The amendments to the Novartis Loan Note were an extinguishment of the original instrument and the issuance of a new one. 
Accordingly, on the extinguishment date, the carrying value of $5.5 million was derecognized. At the same time, a new liability of 
$4.2 million was recognized, which represents the portion of the consideration of the new arrangement allocated to the liability 
component of the new Novartis Loan Note on the basis of its relative fair value, net of fees. The remaining amount was allocated 
between the $0.8 million of interest paid in cash and the residual $0.5 million which was recorded in additional paid-in capital to 
reflect the relative fair value of the warrants and the conversion option embedded in the new Novartis Loan Note. No extinguishment 
gain or loss was recognized in the consolidated statements of operations and comprehensive loss. The Company recognized interest 
expense of $1.0 million in relation to the Novartis Loan Note in the consolidated statements of operations and comprehensive loss for 
the year ended December 31, 2023 (2022: $1.5 million). The effective interest rate applied to the liability portion of the Novartis Loan 
Note in 2023 after the amendments was 27.8% while the effective interest rate applied in 2023 prior to the amendments and in 2022 
was 37.4%.

As of December 31, 2023, and 2022, the net carrying amount of the liability component of the convertible debt instrument 
was $4.6 million and $5.7 million, respectively. The fair value was $3.1 million (2022: $3.7 million).

Private Placement Loan Notes

The Private Placement Loan Notes were issued in 2020 as part of a $70.0 million private placement transaction which also 
included the issuance of ordinary shares and warrants (see Note 12). As of January 1, 2022, Private Placement Loan Notes with an 
aggregate principal of £12.4 million ($9.2 million) were still outstanding and were convertible at a fixed price of £0.174 per ordinary 
share. The Private Placement Loan Notes bore interest at a rate of 6% per annum and had a maturity date of June 3, 2023.

During the year ended December 31, 2022, the Company issued and allotted 40,020,280 ordinary shares at a price of £0.174 
per share on non-cash conversion of Private Placement Loan Notes with an aggregate principal amount of $7.5 million. On 
conversion, $0.2 million of unamortized transaction costs were recognized within interest expense.

In May 2023, the maturity date of the Private Placement Loan Notes was extended to August 3, 2023, with all other terms 
remaining unchanged. This extension was a modification and the carrying value of the liability component was adjusted to the present 
value of the modified cash flows discounted at the original effective interest rate, net of identifiable transaction costs. The carrying 
value was also reduced by $0.6 million with a corresponding adjustment to additional paid-in capital to reflect the increase in the fair 
value of the embedded conversion option.

In May and July 2023, the Company received conversion notices and subsequently issued and allotted 17,774,895 and 
9,645,200 ordinary shares respectively, both at a price of £0.174 per share on non-cash conversion of Private Placement Loan Notes 
with an aggregate principal amount of $4.6 million.

In August 2023, the Company paid $3.2 million to fully settle the outstanding principal and accrued interest balance on the 
remaining Private Placement Loan Notes.

The Company recognized interest expense of $1.6 million in relation to the Private Placement Loan Notes in the consolidated 
statements of operations and comprehensive loss for the year ended December 31, 2023. The effective interest rate applied to the 
liability portion of the Private Placement Loan Notes in 2023 after the amendments was 27.1% while the effective interest rate applied 
in 2023 prior to the amendments and in 2022 was 25.1% .

As of December 31, 2023 the net carrying amount of the convertible debt instrument was $nil (2022: $8.4 million) with 
unamortized debt discount and issuance costs of $nil (2022: $0.1 million). The fair value as of December 31, 2022 was $5.7 million).
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12. Warrant liability

 December 31,
2023 2022

($'000) ($'000)
At January 1 $ 643 $ 11,276
Fair value changes during the year (245) (9,607)
Foreign exchange 14 (1,026)
At December 31 $ 412 $ 643

The change in fair value of the warrant liability represents an unrealized gain in the years ended December 31, 2023 and 
2022.

Warrant liability – private placement

As a part of a private placement transaction on June 3, 2020, the participating investors received conditional warrants 
entitling them to subscribe for an aggregate of 161,048,366 ordinary shares in the Company at an exercise price of £0.348 ($0.443) per 
warrant and were exercisable until June 2023 when they expired. The warrants were classified as liabilities as the Company did not 
have an unconditional right to avoid redeeming the instruments for cash. As the warrants expired during the period, the fair value of 
the warrant liability was $nil as of December 31, 2023 (2022 $0.5 million). The change in the fair value of $0.5 million was 
recognized as a gain in the consolidated statements of operations and comprehensive loss. In the year ended December 31, 2023 
no warrants were exercised.

Warrant liability – bank loan

As of December 31, 2023, the former lenders of the Company have warrants outstanding to purchase a total of 1,243,908 
ordinary shares at an exercise price of £2.95 per share ($3.76 per share), exercisable until August 2027 and a total of 1,243,908 
ordinary shares at an exercise price of $0.4144 per share, exercisable until August 2027 to October 2028.

As of December 31, 2023, the fair value of these warrants was $ 0.4 million (2022: $ 0.2 million). The change in the fair 
value of $0.3 million was recognized as a gain in the consolidated statements of operations and comprehensive loss. There were no 
warrants exercised during the year ended December 31, 2023 (2022: nil).

Total outstanding warrants

As of December 31, 2023, a total of 2,487,816 warrants are outstanding (2022: 147,431,351). The warrants outstanding are 
equivalent to 0.4% of the issued ordinary share capital of the Company (2022: 24%).

The following table lists the weighted average inputs to the models used for the fair value of warrants:

 December 31,
2023 2022

Expected volatility (%) 102 95
Risk-free interest rate (%) 3.36 3.99
Expected life of warrants (years) 5.2 0.5
Market price of ADS ($) 2.31 0.75
Model used Black-Scholes Black-Scholes

13. Shareholders’ Equity

Common Shares 
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Number of

ordinary shares
Cost

($'000)
At December 31, 2021 584,908,239 2,333

Issued during the year 40,020,280 145
At December 31, 2022 624,928,519 2,478

Issued during the year 48,367,095 186
Conversion of convertible loan notes 27,420,095 108
Vesting of deferred restricted stock units 501,380 3

At December 31,2023 701,217,089 2,775

During the year ended December 31, 2022, the Company issued and allotted 40,020,280 ordinary shares of £0.003 in nominal 
value in the capital of the Company at an exercise price of £0.174 per share on non-cash conversion of loan notes.

During the year ended December 31, 2023, Private Placement Loan Notes with a carrying value of $7.5 million were 
converted into 27,420,095 ordinary shares at a conversion price of £0.174 per ordinary share.

In July 2023, 9,673,419 ADSs representing 48,367,095 ordinary shares were issued for aggregate gross proceeds of $12.0 
million through an “at-the-market” offering pursuant to an Open Market Sale Agreement with Jefferies LLC.

During the year ended December 31, 2023, 501,380 ordinary shares were issued upon satisfaction of deferred restricted stock 
units.

14. Revenue and Cost of revenue

Ultragenyx Partnership

On January 25, 2021, the Company’s license and collaboration agreement with Ultragenyx for the development and 
commercialization of setrusumab for OI became effective. Under the terms of the agreement, the Company received an upfront 
payment of $50 million and was eligible to receive up to $254 million in development, regulatory and commercial milestones and 
tiered double digit percentage royalties on net sales outside of Europe and pay a fixed double digit percentage royalty to Ultragenyx 
on net sales in Europe. The license and collaboration agreement grants Ultragenyx an exclusive license to develop and commercialize 
setrusumab in the US and rest of the world, excluding Europe where the Company retains commercial rights. 

Two distinct performance obligations were identified as part of the license and collaboration agreement: (i) a promise to grant 
the license to develop and commercialize setrusumab, and (ii) provision of subsequent clinical supply of setrusumab.

In the year ended December 31, 2023, the Company recognized milestone proceeds of $9 million as revenue under the 
license and collaboration agreement with Ultragenyx for setrusumab following achievement of a development milestone. The 
milestone payments constitute a change in transaction price for the Ultragenyx agreement, to which revenue was first recorded in the 
year ended December 31, 2021. Pursuant to the terms of the agreement, the Company is entitled to receive milestone payments from 
Ultragenyx upon achievement of certain development, regulatory and sales based milestones. The variable consideration relating to 
future milestones and sales royalties are recognized in the statement of comprehensive income when achievement of the milestones 
are probable or the underlying commercial sales are made, in the event regulatory approval is achieved. No revenues were recognized 
in respect of this agreement in the year ended December 31, 2022.

As a consequence of the milestone received by the Company under the license and collaboration agreement with Ultragenyx, 
and in accordance with the terms of the 2015 asset purchase agreement with Novartis which requires payment of a percentage of the 
proceeds received, subject to certain deductions, the Company also recognized cost of revenue of $2.4 million. 

In 2021, the Company received a $50.0 million upfront payment from Ultragenyx which triggered a $13.3 million obligation 
to Novartis under our 2015 agreement with them. An amount of $3.3 million was deferred from this obligation to reflect future costs 
that were expected to be incurred. Accordingly, the Company recognized cost of revenue of $13.3 million to reflect both the 
$10.0 million payment made to Novartis and the recognition of a liability within Other current liabilities for this deferral. This liability 
was subsequently reduced through a credit to cost of revenue as the costs were incurred. Cost of revenue for 2022 was a credit of $1.1 
million.
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ReproNovo Partnership 

On December 13, 2023, the Company and ReproNovo SA. (“ReproNovo”) announced a global licensing agreement for the 
development and commercialization of leflutrozole. Under the terms of the global licensing agreement, ReproNovo will receive an 
exclusive worldwide license to develop and commercialize leflutrozole. The Company received an upfront payment of $1.0 million in 
December 2023. ReproNovo will be responsible for all future research, development and commercialization of leflutrozole. 
Additionally, the Company will be eligible to receive up to $64.3 million in future clinical, regulatory and commercial milestones, 
tiered royalties ranging from the low-to-mid-single digits on global annual net sales of leflutrozole, as well as a negotiated percentage 
of sublicensing revenues from certain sublicenses. A single performance obligation was identified in this agreement which is the 
promise to grant the license to develop and commercialize leflutrozole. As the upfront payment is fixed and non-refundable, and 
therefore does not represent variable consideration, the performance obligation is satisfied and revenue of $1.0 million was recognized 
at the point in time that ReproNovo gained the right to access the license. The additional potential future milestone and royalty 
payments represent variable consideration that will be recognized when achievement is determined to be probable.

As a consequence of the milestone proceeds paid to the Company under the license and collaboration agreement with 
ReproNovo, and in accordance with the terms of the 2015 asset purchase agreement with Novartis, the Company is also obligated to 
pay a proportion of cash milestone payments received after deduction of costs, charged and expenditures. The Company therefore 
accrued for a payment to Novartis of $0.1 million at December 31, 2023. No revenues were recognized in respect of this agreement in 
the year ended December 31, 2022. 

The Company's revenue is attributed to the operations of the Company in the U.K.

15. Other (expenses)/income, net 

In 2019, the Company acquired OncoMed in a business combination and subsequently renamed it Mereo BioPharma 5, Inc. 
At the time of the business combination, the Company’s intention was to sell or out-license Navi, rather than to invest in development 
of the asset in the course of the Company’s ordinary activities. In the approximately nine months between its acquisition and out-
licensing of the worldwide rights of the asset in January 2020, Mereo BioPharma 5, Inc’s activities primarily involved out-licensing 
and winding-down the program.

Due to the Company’s intention to sell or out-license Navi from the time of its acquisition and the lack of investment in 
development activities for the asset beyond wind-down costs, the Company concluded that entering into the license agreement was not 
in the course of its ordinary activities. Therefore, the licensee did not meet the definition of a “customer” as defined in ASC 606, as 
such, the license agreement was determined not to be within the scope of ASC 606.

In February 2022, the Company received a milestone payment of $2.0 million under the Navi License Agreement. An 
associated payment was made to the former shareholders of Mereo BioPharma 5, Inc. under the CVR of $0.9 million, after deductions 
of costs, charges and expenditures, which resulted in other income, net of $1.1 million.

16. Income taxes

The group operates in the U.K. and in the U.S. and is subject to income taxes in those countries. The U.K corporation tax rate 
applied for 2023 was 23.52% (2022: 19.0%), which results from applying the enacted statutory rate of 19% from January 1, 2023 
through April 1, 2023, and 25% for the remainder of 2023. U.K. deferred tax assets and liabilities have been measured at a rate of 
25%. The U.S federal income tax rate is 21%. U.S. deferred tax assets and liabilities are calculated at a enacted rate of 21%.

The components of loss before income taxes are as follows:

 Year ended December 31,
2023 2022

($'000) ($'000)
United States $ 8,464 $ 19,934
United Kingdom 21,534 23,004
Total $ 29,998 $ 42,938

The components of income tax expense are as follows:
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 Year ended December 31,
2023 2022

($'000) ($'000)
Current tax expense
United States $ (2) $ (2)
United Kingdom 534 720
Total current tax expense/(credit) $ 532 $ 718

Deferred tax expense
United States — —
United Kingdom — —
Total deferred tax expense $ — $ —
Total income tax expense/(credit) $ 532 $ 718

A reconciliation of the U.K statutory income tax rate to the effective tax rate is as follows:

 Year ended December 31,
 2023 2022

(%) (%)
Income tax using U.K. statutory rate 23.5 19.0
Effect of rate change on opening tax balances — —
Effect of rate change on current and deferred taxes — —
Permanent differences (5.4) (5.3)
U.K. R&D tax credits (1.9) (1.4)
Changes in deferred tax valuation allowance (15.7) (13.9)
Foreign rate differential (0.7) 0.9
Adjustments in respect of prior years 1.9 1.8
Other 0.2 1.2
Effective tax rate for loss from continuing operations 1.77 1.8

Components of the Company’s deferred tax assets and liabilities are as follows:

 Year ended December 31,
2023 2022

($'000) ($'000)
Deferred tax assets:
Operating losses carryforwards $ (110,604) $ (104,874)
Property and equipment (17) (0)
Intangible fixed assets (4,248) (7,281)
Temporary differences trading 56 (53)
Temporary differences non trading (7) (8)
Loan relationships (553) (548)
U.S. tax credits (79,024) (73,276)
Section 174 R&E (4,437) (3,711)
Share based compensation awards (7,487) (7,492)
Others (23)
Gross deferred tax asset (206,344) (197,243)
Valuation allowance $ 206,344 $ 197,243
Net deferred tax assets $ — $ —
Deferred tax liabilities:
Depreciation $ 32 $ 218
Right-of-use assets — —
Intangible assets — —
Net deferred tax liabilities $ 32 $ 218
Total deferred tax, net $ (32) $ (218)



F-27

Movements in deferred tax valuation allowance:

 Year ended December 31,
2023 2022

($'000) ($'000)
Valuation allowance at January 1 $ 197,243 $ 182,723
Change in tax rates — —
Increase/(decrease in valuation allowance) 9,101 14,520
Valuation allowance at December 31 $ 206,344 $ 197,243

Management has reviewed cumulative tax losses and projections of future taxable losses and determined that it is not more 
likely than not that they will be realized. Accordingly, valuation allowances have been provided over deferred tax assets.

As of December 31, 2023 the Company had U.K. net operating loss carryforwards of $30.6 million that can be carried 
forward indefinitely. The Company had U.S. federal tax losses to be carried forward of $66.2 million, of which $18.2 million can be 
carried forward indefinitely and $48.0 million will begin to expire in 2024. The Company also had $14.0 million of U.S. federal R&D 
tax credits that begin to expire in 2024 and U.S. state tax losses to be carried forward of less than $0.1 million which begin to expire in 
2027. The Company also had less than $0.1 million of state R&D tax credits that do not have an expiration date.

As of December 31, 2022 the Company had U.K. net operating loss carryforwards of $28.7 million that can be carried 
forward indefinitely, U.S. federal tax losses to be carried forward of approximately $65.2 million, of which $ 17.2 million can be 
carried forward indefinitely and $48.0 million which will begin to expire in 2023. The Company also had $14.0 million of U.S. federal 
research and development (“R&D”) tax credits that began to expire in 2022 and U.S. state tax losses to be carried forward of less than 
$0.1 million which begin to expire in 2027. The Company also had less than $0.1 million of state R&D tax credits that do not have an 
expiration date.

The Company files separate income tax returns in the U.K. and the U.S. All necessary income tax filings have been 
completed for all years up to and including December 31, 2022, and there are no ongoing tax examinations in any jurisdiction. As of 
December 31, 2023, the Company has an uncertain tax position of $2.9 million, representing 20% of historic R&D tax losses claimed 
for Alternative Minimum Tax ("AMT") specific to the year ending December 31, 2022. 

For Mereo BioPharma 5, Inc, with respect to accumulated tax losses carried forward prior to its acquisition by the Company, 
of $18.2 million, there is a change of control restriction which will limit the amount available in any one year to $0.3 million per year. 

17. Share-based compensation 

The Company currently grants equity awards under the Mereo 2019 Equity Incentive Plan (the "2019 EIP") and the 2019 
Non-Employee Equity Incentive Plan (the “2019 NED EIP”). There are also still outstanding awards under two previous plans, the 
2015 Plan and the Mereo Share Option Plan (together the "Previous Share Option Plans"), however no awards have been granted 
under these plans since 2016 and no further grants are envisaged.

 The 2019 EIP and 2019 NED EIP were adopted on April 4, 2019, and subsequently amended on February 3, 2020 and 
January 15, 2021. The 2019 EIP and 2019 NED EIP authorizes the grant of a variety of types of share awards over the Company’s 
ADSs to executives and employees, and non-executives, respectively. The total number of ADSs available for issue under the 2019 
EIP and 2019 NED EIP was 4.7 million as of December 31, 2023. 

The charge for share based compensation arises solely in respect of awards made under these two active plans as follows:

 Year ended December 31,
 2023 2022
 ($'000) ($'000)

2019 EIP 4,064 3,888
2019 NED EIP 860 880

Total 4,924 4,768

As of December 31, 2023, the total unrecognized compensation cost related to outstanding share awards was $2.9 million, 
which the Company expects to recognize over a weighted-average period of 1.6 years.
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The majority of awards that were exercised in 2023 and 2022 were net share settled such that the Company withheld shares 
with a value equivalent to the exercise price and the employees’ obligation for the applicable income and other employment taxes and 
remitted the cash to the appropriate taxing authorities. The remaining shares delivered upon exercise by employees were satisfied by 
delivering shares from the Employee Benefit Trust. Shares delivered in settlement of deferred RSUs to non-executive directors 
following separation of service were satisfied by issuing new shares.

2019 EIP

The Company has awarded the following instruments under the 2019 EIP:

Market Value Options (“Options”) 

Options permit the recipient to purchase ADSs at an exercise price equal to the market price of the underlying ADSs on the 
date of grant. Options issued under the EIP have a contractual term of 10 years and vest over four years, with one-fourth of the award 
vesting on the first anniversary of the grant date and the remainder vesting in equal monthly installments over the three-year period 
thereafter. No performance conditions apply to such Options.  

A summary of the Company’s Option activity and related information under the 2019 EIP for 2023 and 2022 is as follows; 
all outstanding Options are expected to vest:

 

Number of
options
(ADSs)

Weighted
Average
Exercise
Price ($)

Weighted
Average
Grant

Date Fair
Value ($)

Aggregate 
intrinsic

value
($'000)

At January 1, 2022 3,943,702 2.88 2.40 —
Granted 4,126,400 1.38 3.09 —
Forfeited (48,044) 3.97 3.09 —
Expired (1,164,197) 1.83 1.58 —

At December 31, 2022 6,857,861 2.15 1.83 1
Granted 4,874,300 1.03 0.92 —
Forfeited (1,324,809) 1.42 1.27 —
Expired (751,672) 2.82 2.35 —
Exercised (60,519) 1.57 1.29 45

At December 31, 2023 9,595,161 1.63 1.41 8,122
Vested 3,425,209 2.27 1.91 1,463
Nonvested 6,169,952 1.27 1.13 6,670

At December 31, 2022, 4,775,834 Options with a weighted average grant date fair value of $1.57 were nonvested. The 
weighted average per share fair value of options vesting during the year ended December 31, 2023 was $1.55 (2022: $2.45). 

At December 31, 2023, the weighted average contractual life of Options outstanding was 8.1 years (2022: 7.9 years) and for 
vested Options was 7.1 years (2022: 6.2 years).

The aggregate intrinsic value is calculated as the difference between the exercise price of the underlying awards and the 
quoted market price of the Company’s ADSs for the Options that were in-the-money at December 31, 2023.

The fair value of each Option is estimated on the date of grant using the Black-Scholes option pricing model based on the 
following weighted average assumptions:

 2023 2022
Market value of ADSs ($) 1.03 1.38
Risk-free interest rate (%) 3.48% 1.83%
Expected life (years) 10.00 10.00
Expected volatility (%) 98.24% 96.00%
Expected dividends — —
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The expected volatility assumption is calculated by reference to the historical volatility of an appropriate peer group of 
companies for a period equal to the expected term of the Option. The grant date fair value is recognized over the requisite service 
period using the accelerated graded-vesting attribution method.

Restricted Stock Units (“RSUs”)

RSUs were first awarded in 2023 and each RSU entitles the holder a conditional right to receive an ADS at no cost upon the 
completion of the applicable vesting period. RSUs granted under the EIP vest over three years with one-third of the awards vesting on 
the first anniversary of the grant date and the remainder vesting in four equal six-monthly installments thereafter. Upon vesting of the 
RSUs, the Company issues the requisite ADSs, a portion of which are sold to satisfy the resulting withholding tax obligations, and the 
remaining ADSs are delivered to the holder. RSUs have a maximum contractual life of 3.0 years.

A summary of the Company’s RSU activity and related information under the 2019 EIP for 2023 is as follows. As at 
December 31, 2023 no RSUs were vested but all outstanding RSUs are expected to vest:

 

Number of
RSUs

(ADSs)

Weighted
Average
Grant

Date Fair
Value ($)

Aggregate 
intrinsic

value
($'000)

At December 31, 2022 — — —
Granted 679,225 1.03
Forfeited (190,000) 1.01

At December 31, 2023 489,225 1.03 1,130

At December 31, 2023, the weighted average remaining period of RSUs outstanding was 2.1 years.

The aggregate intrinsic value is calculated as the quoted market price of the Company’s ADSs at December 31, 2023. The 
fair value of each RSU was calculated by reference to the value of the shares awarded. The grant date fair value is recognized over the 
vesting period using the accelerated graded-vesting attribution method.

Performance Based Restricted Stock Units (PSUs)

PSUs were first awarded in 2023 and each PSU entitles the holder a conditional right to receive an ADS at no cost upon 
satisfaction of four escalating ADS price performance targets over a two year performance period following the date of grant. A 
summary of the Company’s PSU activity and related information under the 2019 EIP for 2023 is as follows. At December 31, 2023 no 
PSUs were vested.

 

Number of
PSUs

(ADSs)

Weighted
Average
Grant

Date Fair
Value ($)

Aggregate 
intrinsic

value
($'000)

At December 31, 2022 — — —
Granted 1,543,150 0.61 —
Forfeited (205,000) 0.61 —

At December 31, 2023 1,338,150 0.61 3,091

At December 31, 2023, the weighted average contractual life of PSUs outstanding was 1.1 years. These awards were valued 
using a Monte Carlo model with the following key inputs:



F-30

 2023
Market value of ADSs ($) 1.01
Risk-free interest rate (%) 4.14%
Expected life (years) 1.03
Expected volatility (%) 105.56%
Expected dividends —

The grant date fair value is recognized over the expected life using the straight-line attribution method.

2019 NED EIP

The Company has awarded the following instruments under the 2019 NED EIP:

Options 

Options permit the recipient to purchase ADSs at an exercise price equal to the market price of the underlying ADSs on the 
date of grant. Options issued under the 2019 NED EIP have a contractual term of 10 years and vest in equal monthly installments over 
one year. There are no performance conditions. A summary of the Company’s Option activity and related information under the 2019 
NED EIP for 2023 and 2022 is as follows; all outstanding Options are expected to vest:

 

Number of
options
(ADSs)

Weighted
Average
Exercise
Price ($)

Weighted
Average
Grant

Date Fair
Value ($)

Aggregate 
intrinsic 

value 
($'000)

At December 31, 2021 421,791 2.90 2.44 —
Granted 535,488 1.22 1.08 —
Forfeited (42,192) 1.01 0.89 —

At December 31, 2022 915,087 2.00 1.71 6
Granted 440,000 0.94 0.84 —

At December 31, 2023 1,355,087 1.66 1.43 1,166
Vested 1,281,751 1.70 1.46 1,066
Nonvested 73,336 0.94 0.84 100

At December 31, 2022, 82,503 Options with a weighted average grant date fair value of $1.01 were nonvested. The weighted 
average per share fair value of options vesting during the year ended December 31, 2023 was $1.38 (2022: $1.78). 

At December 31, 2023, the weighted average contractual life of Options outstanding was 8.0 years (2022: 8.5 years) and for 
vested Options was 7.9 years (2022: 8.4 years).

The aggregate intrinsic value is calculated as the difference between the exercise price of the underlying awards and the 
quoted market price of the Company’s shares for the Options that were in-the-money at December 31, 2023.

The fair value of each Option is estimated on the date of grant using the Black-Scholes option pricing model based on the 
following weighted average assumptions:

 2023 2022
Market value of ADSs ($) 0.94 1.22
Risk-free interest rate (%) 3.36% 1.96%
Expected life (years) 10.00 10.00
Expected volatility (%) 97.94% 96.00%
Expected dividends — —

The expected volatility assumption is calculated by reference to the historical volatility of an appropriate peer group of 
companies for a period equal to the expected term of the Option. The grant date fair value is recognized over the vesting period using 
the accelerated graded-vesting attribution method.
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Deferred Restricted Stock Units (“DRSUs”)

Non-executive directors may voluntarily elect to convert their annual cash fees for services on the board of directors and 
DRSUs were granted to NEDs who made such elections. The number of DRSUs granted is determined by dividing the amount of the 
annual cash compensation by the average closing trading price of the Company's ADSs over the most recent 30 trading days as of the 
date of grant. Each DRSU entitles the holder to receive an ADS at no cost upon the completion of the vesting period. DRSUs granted 
under the 2019 NED EIP vest in substantially equal monthly installments over the plan year. Payment of DRSUs in ADSs will 
generally be 180 days following separation of service but have no specified contractual term.

A summary of the Company’s DRSU activity and related information under the 2019 NED EIP for 2023 and 2022 is as 
follows. At December 31, 2023 all DRSUs are expected to vest:

 

Number of
DRSUs
(ADSs)

Weighted
Average
Grant

Date Fair
Value ($)

Aggregate 
intrinsic 

value 
($'000)

At January 1, 2022 — — —
Granted 348,044 1.11 —
Forfeited — — —

At December 31, 2022 348,044 1.11 261
Granted 482,214 0.94 —
Issued (100,276) 1.02

At December 31, 2023 729,982 1.01 1,686
Vested 689,837 1.02 1,594
Non vested 40,145 0.94 93

The aggregate intrinsic value is calculated as the quoted market price of the Company’s ADSs at December 31, 2023. The 
fair value of each DRSU was calculated by reference to the value of the shares awarded. The grant date fair value is recognized over 
the vesting period using the accelerated graded-vesting attribution method.

Previous Share Option Plans

Mereo previously granted options to employees under two separate plans, the Mereo BioPharma Group Limited Share Option 
Plan (the “2015 Plan”) and the Mereo Share Option Plan (the “Share Option Plan”). No awards have been granted under either of 
these plans since 2017 and following the introduction of the 2019 EIP and the 2019 NED EIP, no further awards are envisaged.

All awards made under these plans became fully vested, with all compensation cost fully recognized, before December 31, 
2021. A summary of the awards still outstanding under these plans is as follows:

 

Number 
of

options
(ADSs)

Weighted
Average
Exercise
Price ($)

Weighted
Average
Grant

Date Fair
Value ($)

Aggregate 
intrinsic 

value 
($'000)

At December 31, 2021 1,924,331 10.45 9.39 —
Expired (240,776) 16.31 11.04 —

At December 31, 2022 1,683,555 9.63 9.15 —
Expired (111,197) 15.94 8.11 —

At December, 31, 2023 1,572,358 9.22 8.19 —

At December 31, 2023, the weighted average contractual life of options outstanding and vested was 1.8 years (2022: 2.4 
years).
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18. Loss per share

Basic loss per share is calculated by dividing the loss attributable for the year to ordinary equity holders of the Company by 
the weighted average number of ordinary shares outstanding during the year. Diluted loss per share is based on dividing the loss 
attributable for the year, adjusted for the effect of diluted ordinary shares, by ordinary share equivalents, which includes the weighted 
average number of ordinary shares outstanding and the effect of dilutive ordinary share equivalents.

Year ended December 31,
2023 2022

($'000, except 
per share 
amounts)

($'000, except 
per share 
amounts)

Net loss $ (29,466) $ (42,220)
Net loss per share - basic and diluted $ (0.04) $ (0.07)
Weighted-average number of shares used in computing net loss per 
share - basic and diluted 659,453,921 603,196,403

Years ended December 31,
2023 2022

Stock options to purchase ordinary shares 54,751,240 38,864,740
Restricted stock units 2,446,125 —
Performance stock units 6,690,750 —
Convertible loan notes (as converted to ordinary shares) 15,657,825 17,010,137
Convertible loan notes - private placement (as converted to ordinary 
shares) —

41,048,784

Warrants to purchase ordinary shares (as converted to ordinary shares) 2,487,816 147,431,351

For the years ended December 31, 2023 and 2022, share options, restricted stock units, convertible loan notes and warrants 
were anti-dilutive as they would have decreased the loss per share and were excluded from the calculation of diluted loss per share. 
Therefore, the weighted average shares outstanding used to calculate both the basic and diluted loss per share was the same.

19. Commitments and contingencies

Indemnification agreements 

In the normal course of business, the Company enters into contracts and agreements that contain a variety of representations 
and warranties and provide for general indemnification. The Company’s exposure under these agreements is unknown because it 
involves claims that may be made against the Company in the future. To date, the Company has not paid any claims or been required 
to defend any action related to its indemnification obligations. However, the Company may record charges in the future as a result of 
these indemnification obligations. In accordance with the Articles of Association in force on December 31, 2023, the Company has 
indemnification obligations to its officers and directors for certain events or occurrences, subject to certain limits, while they are 
serving at the Company’s request in such capacity. There have been no claims to date, and the Company has directors and officers 
insurance that may enable it to recover a portion of any amounts paid for future potential claims.

Novartis Asset Purchase Agreements

The Company issued to Novartis loan notes and agreed to make future payments to Novartis comprising amounts equal to 
ascending specified percentages of tiered annual worldwide net sales (beginning at high single digits and reaching into double digits at 
higher sales) of products that include the assets acquired. The levels of ascending percentages of tiered annual worldwide net sales are 
stipulated under the respective Purchase Agreements.

The Company further agreed that in the event it transfers, licenses, assigns or leases all or substantially all of its assets, it will 
pay Novartis a percentage of the proceeds of such transaction. The payment of a percentage of proceeds is not payable with respect to 
any transaction involving equity interests of Mereo BioPharma Group plc, a merger or consolidation of Mereo BioPharma Group plc, 
or a sale of any assets of Mereo BioPharma Group plc.
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License agreement with AstraZeneca

In October 2017, the Company entered into an exclusive license and option agreement (“the License Agreement”), to obtain 
from AstraZeneca an exclusive worldwide, sub-licensable license under AstraZeneca’s intellectual property rights relating to 
alvelestat, with an option to acquire such intellectual property rights following commencement of a pivotal trial and payment of 
related milestone payments (“the Option”), together with the acquisition of certain related assets. Upon entering into the License 
Agreement, the Company made a payment of $3.0 million and issued 490,798 ordinary shares to AstraZeneca, for an aggregate 
upfront payment equal to $5.0 million. In connection with certain development and regulatory milestones, the Company has agreed to 
make payments of up to $115.5 million in the aggregate and issue additional ordinary shares to AstraZeneca for licensed products 
containing alvelestat. In addition, the Company has agreed to make payments to AstraZeneca based on specified commercial 
milestones of the product. The Company has also agreed to pay a specified percentage of sub-licensing revenue to AstraZeneca and to 
make royalty payments to AstraZeneca equal to ascending specified percentages of tiered annual worldwide net sales by the Company 
of licensed products (subject to certain reductions), ranging from the high single digits to low double digits. Royalties will be payable 
on a licensed-product-by-licensed-product and country-by-country basis until the later of ten years after the first commercial sale of 
such licensed product in such country and expiration of the last patent covering such licensed product in such country that would be 
sufficient to prevent generic entry. The Company has agreed to use commercially reasonable efforts to develop and commercialize at 
least one licensed product.

The License Agreement will expire on the expiry of the last-to-expire royalty term with respect to all licensed products. Upon 
the expiration of the royalty term for a licensed product in a particular country, the licenses to the Company for such product in such 
country will become fully paid and irrevocable. Prior to exercise of the Option, if at all, the Company may terminate the License 
Agreement upon prior written notice. Either party may terminate the agreement upon prior written notice for the other party’s material 
breach that remains uncured for a specified period of time or insolvency.

Research and development activities

The Company enters into contracts in the normal course of business with CROs, CMOs and other third parties to assist in the 
performance of research and development activities and other services and products for operating purposes. The contracts with CROs 
generally provide for termination on notice, and therefore, are cancellable contracts and not included herein. The Company has 
manufacturing commitments with CMOs of $4.2 million as of December 31, 2023 (2022: $1.1 million).

Legal proceedings

From time to time, the Company may be a party to litigation or subject to claims incident to the ordinary course of business. 
The Company was not a party to any material litigation and did not have any material contingency reserves established for any 
liabilities as of December 31, 2023 and 2022. 

20. Related party disclosures

In the years ended December 31, 2023 and 2022, there were no reportable related party transactions. 




