
Press Release 1 April 2003

Cyprotex PLC

Preliminary Results for 14 month period ended 31 December 2002

Cyprotex PLC, a drug discovery technology and information company, today reports its preliminary

results for the 14 months to 31 December 2002.

Highlights
• revenue for the 14 months to 31 December 2002 was £647,770 against

£98,614 for the preceding 7 months to 31 October 2001

• losses for the period were £3,357,182 against £386,752 for the preceding 7

months to 31 October 2001

• expenditure reflects investments made to develop the business

• 12 deals signed including contracts with AstraZeneca, Astex Technology and

Roche

• moved to a customised laboratory and office facility in the UK delivering high

throughput automated screening and in silico technology

Commenting on the results, John Nicholson, Chief Operating Officer of Cyprotex PLC, said:

“In common with other companies providing products to the life sciences sector, Cyprotex has

faced a tough and challenging environment in its first trading period as a public company.

However, the Group has continued to focus on the development and effective delivery of its core

technologies whilst highlighting to the market the technical and cost benefits of Cyprotex’s

products.  The Board is encouraged by the level of interest in its products from major

pharmaceutical and international biotech companies.”
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For further information, please contact:

Cyprotex PLC

John Nicholson, Chief Operating Officer Tel: +44 (0) 1625 505 100

j.nicholson@cyprotex.com www.cyprotex.com

Media enquiries:

Bankside

Henry Harrison-Topham / Heather Salmond Tel: +44 (0) 20 7444 4140

henry.ht@bankside.com www.bankside.com
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Chairman’s Statement

I am pleased to report on significant progress in the development of Cyprotex as a drug discovery

technology and information company. There have been considerable achievements in the

continuing high throughput screening business and in preparing new information products for

launch as commercial products. The Group has moved into a redesigned and customised facility

and has attracted key business development and scientific staff to the team.

Jeremy Scudamore and Dr Mark Egerton, former Chairman and Chief Executive respectively,

decided early in 2003 to leave the Company to pursue other interests.  We thank them both for

their valuable contributions to Cyprotex in its first year as a public company and wish them both

future success.

During the period the Group gained important new contracts with both established pharmaceutical

companies and growing biotechnology companies. The loss for the period of £3,357,182 reflected

investments in people, expertise and equipment, made to develop the business.  During the period

significant investment was made in product development, particularly for our in silico, predictive

software product, Cloe PKTM.

Discussions have been held with a number of customers and significant new contracts have been

signed with Astex Technology, Roche and AstraZeneca amongst others. This would indicate that

our technology has been well received by the pharmaceutical and drug discovery community and

we have demonstrated our ability to deliver on contracts.

No company can make progress without its people. The key strengths of our employees are their

expertise, enthusiasm, resilience and desire to succeed.  I would like to take this opportunity to

thank all Cyprotex employees for their commitment and effective contribution throughout the

period.

Colin Picton
Chairman

1 April 2003
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Chief Operating Officer’s - Executive Review

Cyprotex floated on AIM in February 2002 in order to raise funds to further develop and

commercialise its science and technology platform and to build a team to access the drug

discovery market.

Following a change in the Company’s financial year end to 31 December, this first annual report for

Cyprotex covers the 14 month period ended 31 December 2002 against the seven month period to

31 October 2001.

• Revenue for the period to 31 December 2002 was £647,770 against £98,614

in the 7 month period to 31 October 2001.  For the calendar year 2002 the

unaudited business turnover was £595,247.

• Losses for the 14 months to 31 December 2002 were £3,357,182 against

£386,752 for the 7 months to 31 October 2001.  The 2002 calendar year

unaudited loss was £3,110,824.

During the period we have:

• established a high quality and high capacity screening facility capable of

handling at least 80,000 compounds per year through major ADME assays,

which enables us to offer customers both focused ‘ad hoc’ screening as well

as Cloe ScreenTM high throughput packages.

• developed the in silico predictive software into a commercial product, Cloe

PKTM, now undergoing trials with major pharmaceutical and biotech

companies.

• recruited an experienced business development team who have established

significant business contacts with commercial opportunities in both Europe

and the US.

• signed 12 deals including contracts with Roche and Astex Technology and

development deals with other partners, whilst in the first quarter of 2003

AstraZeneca have become a valued customer.

• built a highly qualified and motivated team of 33 people, including 17 PhD

qualified scientists, with the experimental science, modelling and software

teams all focussed on delivering the strategy.

• moved to a customised laboratory and office facility in the UK delivering high

throughput automated screening and in silico technology.

Market opportunity
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Cyprotex is a specialist provider of technology and information products, which enable rapid and

effective evaluation and optimisation of the key properties of potential drugs that determine how

well they will be absorbed, distributed, metabolised and excreted (ADME) by the body. This

provides our partners in pharmaceutical and biotechnology companies with a sound basis for

decision-making regarding compound selection and design that takes into account how the

compound will behave in the body.  It enables them to focus on those new chemical entities, which

have the greatest chance of success.

Cyprotex differentiates itself by offering both a “virtual human” software product Cloe PK™ which

predicts the likely pharmacokinetic outcome of administering a candidate drug to humans, and a

highly cost effective industrialised ADME screening product, Cloe Screen™, capable of handling a

significant proportion of the synthetic chemistry output of multiple pharmaceutical and

biotechnology companies.  This combination of technologies is aimed at improving pharmaceutical

productivity by enhancing at the earliest stage the quality of compounds and drug candidates

progressing through the drug discovery and development pipeline.

Strategy

With a professional team established and product development well advanced the Group is now

targeted at:

• launching the Cloe PKTM prediction product commercially in June 2003,

following completion of numerous validation studies with global

pharmaceutical companies and major and medium-sized biotech companies.

• promoting the Cloe ScreenTM advantages of high throughput, low cost and

higher levels of efficiency to critical decision makers in large pharmaceutical

companies.

• delivering an increasing income stream from “ad hoc” screening deals which

to date have been the backbone of the Cyprotex revenue stream.

• continuing to keep tight control on costs and cash burn.  The Group has

already developed contingent strategies for further control of costs should

there be delays in the development of the revenue line and the customer

base.
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Business & Operational Performance

The business development team has established an encouraging deal pipeline together with clear

principles of revenue recognition.  It has delivered 12 deals in the period and has successfully built

on the Roche and Astex deals announced in the interim results.  In addition, a significant deal has

been signed with AstraZeneca together with several smaller deals.

Cyprotex has created two new products for the international pharmaceutical and biotech markets:

• Cloe PKTM, the predictive software product, has multiple validation studies in

progress with major companies.

• Cloe ScreenTM, the high throughput, low cost ADME assay product is

competitively priced to attract the attention of large pharmaceutical

companies.

The Group is sensitive to the importance of the forward sales revenue assumptions derived from

these products and whilst it believes these assumptions to be prudent it has developed contingent

cost saving plans aimed at protecting the Group’s cash position should there be any delay in the

delivery of the business plan.  However, the initial positive reaction of several major

pharmaceutical and biotech companies to the Cloe PKTM prototype make the Cyprotex Board

positive about the forward prospects for this flagship product targeted at speeding up drug

discovery.

At the same time the conversion of ADME assays to our high capacity robotic platform is

progressing well and in-line with our strategic plan.  The Microsomal Stability assay is already

operational at levels in excess of 80,000 compounds per annum.  Four other major ADME assays

are targeted to operate on a similar basis from the end of the first half of 2003 and we are

achieving transition targets in a timely fashion.  During 2002, the experimental science team grew

from four people to ten with a further team of two charged with the logistical transition of assays to

automated “industrial” high throughput mode with the support of the software development team.

The Board believes that the integration of robotics, science and software is a strength of the Group

and provides a barrier for other entrants to this market.

In February 2002 Cyprotex incorporated a subsidiary in the United States and established a small

laboratory in Research Triangle Park, North Carolina.  However, it was decided in October 2002 to

close this facility as a means of containing costs without the loss of any market position in the US.

The business development team and Directors based in the UK have continued to develop real

opportunities in the US since the closure.
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Shareholders may be aware of the adverse publicity which followed the Company’s AIM flotation

relating to a spread bet.  The Board believes that the existence of the bet has restricted its ability to

attract further institutional investment and continues to attract adverse publicity. The Board is

actively seeking a resolution to this situation and believes that achieving this will enhance the

Group’s prospects going forward.

Litigation with The University of Sheffield

Prior to Cyprotex becoming a public company, Cyprotex worked with the The University of

Sheffield to develop the “Simcyp” predictive software through a research agreement; the copyright

of this software became a matter for dispute at the end of 2001 and the outcome of the case in

February 2003 was a judgement awarding copyright to The University of Sheffield.  On the basis of

legal advice the Group will appeal against the judgement, and contest the costs awarded against

Cyprotex.

The Group has ensured that no part of its business activities or plans is dependent upon ownership

of the copyright.  The Group has taken professional advice and provided appropriately in the 2002

accounts for the costs of the case, and has also allocated funds in its 2003 cashflow projections for

the costs of the appeal.
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Outlook

In common with other companies providing products to the life sciences sector, Cyprotex has faced

a tough and challenging environment in its first trading period as a public company.  However, the

Group has continued to focus on the development and effective delivery of its core technologies

whilst highlighting to the market the technical and cost benefits of Cyprotex’s products.  This has

been achieved with a high quality team of people who have concentrated on the business and

focused on the customer.  The Board appreciates the high level of professionalism they have

demonstrated in working together as an integrated team and in delivering objectives.

The Board believes that Cyprotex’s products will now provide a real opportunity for the

pharmaceutical and biotech companies to improve the efficiency of their drug discovery process by

working with Cyprotex.  The Board is encouraged by the level of interest in its products from major

companies.  At this stage focus will remain on the Cloe PKTM, Cloe ScreenTM and ‘ad hoc’

screening businesses.  The Group will remain vigilant on cost control whilst continuing to increase

the sales of our core product offering.

J A Nicholson
Chief Operating Officer

1 April 2003



Cyprotex Plc
Group Profit and Loss Account
for the 14 months ended 31 December 2002

Notes Audited Audited
14 months 7 months

ended ended
31 December 31 October

2002 2001
£ £

Turnover 3 647,77098,614
Cost of sales (62,836)(4,029)

 
Gross profit 584,93494,585

Administrative expenses excluding exceptional items (3,723,429) (477,013)
  Exceptional items 4 (425,712) -

  

Administrative expenses including exceptional items (4,149,141) (477,013)

Operating loss (3,564,207) (382,428)

Bank interest receivable 146
Interest payable (57,842) (4,470)

 
Loss before tax (3,510,527) (386,752)

Taxation 153,345 -

Retained loss for the period (3,357,182) (386,752)

Loss per share

Basic 7            (3.96)p (0.83)p

Diluted 7           (3.96)p (0.83)p
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Cyprotex Plc
Group Statement of Total Recognised Gains and Losses
for the 14 months ended 31 December 2002

Audited Audited
14 months 7 months

ended ended
31 December 31 October

2002 2001
£ £

Loss for the financial period (3,357,182) (386,752)
Exchange difference on the re-translation of net assets
  of subsidiary undertaking 6,898 -

Total recognised gains and losses relating to the period (3,350,284) (386,752)
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Cyprotex Plc
Group Balance Sheet
at 31 December 2002

Audited Audited
31 December 31 October

2002 2001
£ £

Fixed Assets
Tangible Assets 1,099,591 326,889

  

Current Assets
Stocks 50,783 21,250
Debtors 403,949 91,089
Cash at bank and in hand 2,263,176 -

  
2,717,908 112,339

Creditors: amounts falling due within one year (964,219) (542,956)
  

Net Current Assets / (Liabilities) 1,753,689 (430,617)

Total Assets less Current Liabilities 2,853,280 (103,728)

Creditors: amounts falling due after more than one year (392,045) (86,954)
Provision for liabilities and charges (200,000) -

Net Assets / (Liabilities) 2,261,235 (190,682)

Capital and Reserves
Called up share capital 90,414 68,000
Share premium 5,779,787 -
Merger reserve 128,070 128,070
Profit and loss account (3,737,036) (386,752)

Equity Shareholders' Funds / (Deficit) 2,261,235 (190,682)
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Cyprotex Plc
Group Statement of Cash Flows
for the 14 months ended 31 December 2002

Notes Audited Audited
14 months 7 months

ended ended
31 December 31 October

2002 2001
£ £

Net cash outflow from operating activities 5 (2,763,144) (124,752)

Returns on investments and servicing of finance
Interest received 111,522 146
Interest paid (5,508) -
Interest element of finance leases and hire purchase contracts (52,334) (4,470)

53,680 (4,324)
Capital expenditure
Payments to acquire tangible fixed assets (1,035,188) (12,087)

Acquisitions and Disposals
Purchase of Cyprotex Division - (21,250)

Net cash outflow before financing (3,744,652) (162,413)

Management of liquid funds (330,000) -

Financing
Issue of ordinary share capital 5,802,203 70
Net movement in short term borrowings 16,285 150,030
Net movement in long term borrowings 383,685 -
Repayment of capital leases and hire purchase contracts (162,358) (19,674)

6,039,815 130,426

Increase / (decrease) in cash 1,965,163 (31,987)
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Reconciliation of Net Cash Flow to Movement in Net Funds

Audited Audited
14 months 7 months

Ended ended
31 December 31 October

2002 2001

£ £

Increase / (decrease) in cash during the year 1,965,163 (31,987)

Cash outflow to short term deposits 330,000 -

Cash inflow from increase in short term loans (16,285) (150,030)

Cash inflow from increase in long term loans (383,685) -

Repayment of capital leases and hire purchase contracts 162,358 19,674

  

Movement in net funds / (debt) resulting from cash flow 2,057,551 (162,343)

New finance leases (145,004)

Other non cash movements - (150,939)

  

Movement in net funds /(debt) during the period 1,912,547 (313,282)

Net debt at the start of the period (313,282) -

Net funds / (debt) at the end of the period 1,599,265 (313,282)
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1. Basis of preparation

The preliminary statements have been prepared under the historical cost convention and in accordance with applicable
accounting standards.

In preparing the preliminary statements for the current period, the Group has adopted FRS 18 “Accounting Policies”
and FRS 19 “Deferred Tax”.   Adoption of FRS 18 and FRS 19 has not required any revisions to the preliminary
statements in either the current or prior periods.

The preliminary statements are prepared on a going concern basis, which assumes that the Group will continue in
operational existence for the foreseeable future.

The Group’s ability to meet its future working capital requirements and therefore continue as a going concern is
dependent on it being able to generate significant revenues and free cash flow. In common with many early stage
businesses in the life sciences sector and given the current economic climate, it is very difficult to predict the timing and
extent of future revenues.  However, the directors have prepared projections which they consider to be prudent and
which demonstrate that the business can operate within its existing cash resources, and have identified a series of
realistically achievable actions that they are committed to taking to mitigate the rate of cash outflow should revenues
not be secured as predicted.

The directors have also taken legal advice in relation to the recent adverse outcome of litigation regarding disputed
ownership of software, and are confident that the decision will not have a significant detrimental impact on the business
going forward. They intend to appeal against the decision.  The directors are also of the opinion that recent Board
resignations will not significantly prejudice the ability of the Group to generate new revenues.

Whilst there is fundamental uncertainty in relation to the above matters, the directors consider that it is appropriate for
the accounts to be prepared on a going concern basis. The preliminary statements therefore do not include any
adjustments that would result from the Group being unable to continue as a going concern. The auditors have referred to
the fundamental uncertainty in their report. Their opinion is not qualified in this respect.

2. Basis of consolidation and presentation of preliminary statements

The preliminary statements comprise the accounts of Cyprotex PLC and its subsidiary undertakings for the 14 months
ended 31 December 2002.

Under a group reconstruction, on 4 January 2002, the Company acquired the whole of the issued ordinary share capital
of Cyprotex Discovery Limited in exchange for shares.

The reconstruction has been accounted for in accordance with the principles of merger accounting, as set out in
Financial Reporting Standard No. 6 (FRS 6) and in accordance with Schedule 4A of the Companies Act 1985. The
preliminary statements have therefore been presented as if Cyprotex Discovery Limited had been owned and controlled
by the Company throughout the 14 months ended 31 December 2002.   The Company was incorporated on 25 October
2001 and therefore the preliminary statements for the 7 months ended 31 October 2001 do not represent the statutory
comparatives of the Group.

3. Turnover and segmental analysis

Turnover represents the amounts derived from the provision of goods and services which fall within the Group’s
ordinary activities and is stated net of value added tax and trade discounts.

The Group operates in one principal area of activity, that of providing in vitro and in silico ADME/PK (Absorption,
Distribution, Metabolism, Excretion/Pharmacokinetic) information to the pharmaceutical industry.  The turnover and
operating result for the periods are derived from the Group’s principal activity.
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The geographic analysis of turnover by destination is shown as follows:

Audited Audited
14 months 7 months

ended ended
31 December 31 October

2002 2001
£ £

United Kingdom 372,157 94,058

Rest of Europe 64,681 4,556

USA 210,932 -

  

647,770 98,614

The geographical analysis of turnover by source and the geographical analysis of operating loss is as follows:

United
Kingdom

USA Total

£ £ £
Turnover 638,292 9,478 647,770

Segment loss (2,955,774) (490,361) (3,446,135)

Common costs (118,072)
Net interest receivable 53,680

Loss on ordinary activities before taxation (3,510,527)

In the 7 months ended 31 October 2001 all operating losses and net liabilities were attributable to United Kingdom
activities.

The geographical analysis of net assets and liabilities is as follows:

United
Kingdom

USA Total

£ £ £
Net assets/(liabilities) 568,787 (60,162) 508,625

The net liabilities are reconciled to shareholders’ funds as
follows:

Cash at bank and in hand 2,263,176
Corporation tax recoverable 153,345

Obligations due under bank loan (550,000)

Obligations under leases and hire purchase contracts (113,911)

2,261,235
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4. Exceptional Items
Audited Audited

14 months 7 months
ended ended

31 December 31 October
2002 2001

£ £

Restructuring costs relating to the closure of Cyprotex North America Inc 225,712 -
Provision for legal costs 200,000 -

425,712 -

5. Reconciliation of operating loss to net cash flow from operating activities
Audited Audited

14 months 7 months
ended ended

31 December 31 October
2002 2001

£ £

Operating loss (3,564,207) (382,428)
Depreciation of tangible fixed assets 413,664 32,130
Loss on sale of tangible fixed assets 7,989 -
Increase in stocks and work in progress (29,533) -
Increase in operating debtors and prepayments (159,517) (91,082)
Increase in operating creditors and accruals 375,725 316,628
Provision for legal costs 200,000 -
Exchange rate differences (7,265) -

Net cash outflow from operating activities (2,763,144) (124,752)

6. Analysis of movement in net funds

At 1 October Cash Non cash
At 31

December

2001 Flow movements 2002

£ £ £ £

Cash at bank and in hand - 1,933,176 - 1,933,176

Bank overdraft (31,987) 31,987 - -

(31,987) 1,965,163 - 1,933,176

Short term deposits - 330,000 - 330,000

Due within one year (150,030) 150,030 (166,315) (166,315)

Due after more than one year - (550,000) 166,315 (383,685)

Finance leases (131,265) 162,358 (145,004) (113,911)

(313,282) 2,057,551 (145,004) 1,599,265

Short term deposits are included within cash at bank and in hand in the balance sheet.
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7. Earnings per ordinary share
Basic loss per ordinary share is calculated based on the loss for the period of £3,357,182 (2001 – £386,752) and on
84,836,652 (2001 – 46,496,000 ordinary shares as adjusted for the group reorganisation described in note 2) ordinary
shares, being the weighted average number of ordinary shares in issue during the period.

The loss for the period and the weighted average number of ordinary shares for the purpose of calculating the diluted
earnings per share are the same as for the basic earnings per share calculation. This is because the outstanding share
options would have the effect of reducing the loss per ordinary share and would therefore not be dilutive under the
terms of Financial Reporting Standard No. 14 (FRS 14).

8. Reconciliation of shareholders’ funds and movement on reserves

Share Share Merger Profit and

Capital Premium Reserve Loss Account Total

£ £ £ £ £

As previously reported

Cyprotex Discovery Limited 85 195,985 - - 196,070

Loss for the period - - - (386,752) (386,752)

Merger adjustment 67,915 (195,985) 128,070 - -

     

At 1 November 2001 restated 68,000 - 128,070 (386,752) (190,682)

Issue of shares 22,414 6,477,586 - - 6,500,000

Issue costs - (697,799) - - (697,799)

Loss for the period - - - (3,357,182) (3,357,182)
Exchange difference on
  retranslation of net assets - - - 6,898 6,898

At 31 December 2002 90,414 5,779,787 128,070 (3,737,036) 2,261,235

9. The annual report will be posted to shareholders on the 1 April 2003. Further copies will be available on request
from the Company Secretary, Cyprotex PLC, 15 Beech Lane, Macclesfield, Cheshire, SK10 2DR.

10. The Annual General Meeting will be held on the 24 April 2003 at 10 a.m. (care of Addleshaw Booth & Co) at 8th

Floor, 100 Barbirolli Square, Manchester, M2 3AB.

11. The figures for the 14 months ended 31 December 2002 do not constitute full accounts within the meaning of
Section 240 of the Companies Act 1985. The figures for the 7 months ended 31 October 2001 have been based on
the full accounts of Cyprotex Discovery Limited, which have been delivered to the Registrar of Companies. The
auditors have reported on those accounts; their report was unqualified and did not contain statements under Section
237(2) or (3) of the Companies Act 1985.

Statutory Accounts for 2002 will be delivered to the Registrar of Companies following the Annual General
Meeting.


