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Excellent financial results:
• Profitable: net profit of £4.6 million 

(six months 2000: loss £11.0 million)
• Revenue increased significantly to £51.7 million 

(six months 2000: £3.1 million)
• Strong cash position totalling £56.0 million

Strong product growth:
• Record Fluvirin® (flu vaccine) sales up 45% 

to £28.2 million (six months 2000: £19.5 million)
• Tuberculosis vaccines revenues up to £8.2 million; 

new Korean contract
• Arilvax® (yellow fever vaccine) margins 

increase significantly

Good R&D pipeline progress:
• Dukoral® (cholera/ETEC vaccine) 

worldwide regulatory filing accelerating 
• Arilvax® approval in UK
• Successful PowderJect vaccine preclinical 

results: clinical trials in 2002 
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PowderJect moves into profit…

Sales: £51.7m Gross profit: £30.2m
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PowderJect – a fully integrated vaccines company

PowderJect’s formula for profitable growth
PowderJect has completed its transition from a royalty-based
technology business into a profitable fully integrated products
company. With a robust growth strategy in place, PowderJect 
is well positioned to capitalise on the rapidly expanding global
vaccines market.
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Dynamic growth in the global vaccine market

Research  >  Preclinical  >  Development  >  Pilot Manufacture  >  Manufacturing  >  Filling & Packaging  >  Sales & Marketing
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UK and Sweden’s leading
vaccines manufacturer

Unique powder injection 
delivery technology

High growth product range

Exciting new vaccine pipeline
Fluvirin® * Arilvax® US (phase III)

Hepatitis B * Dukoral® EU (phase III)

Diphtheria / Tetanus * Dukoral® US (phase III)

Influenza DNA vaccine * ETEC (phase III) 

Hep B DNA therapeutic 
(GSK; phase I) *

Hep B DNA prophylactic 
(GSK; phase I) *

HSV DNA vaccine *

HIV DNA therapeutic (GSK) *

HIV DNA prophylactic (GSK) *

HPV DNA vaccine (GSK) *

Preclinical

Other DNA vaccines (GSK) * * PowderJect powder injection vaccine

Clinical
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Chairman’s statement
Overview

During the last six months PowderJect continued its
transformation into one of the world’s leading vaccine
companies and reached a major milestone: profitability. 
Strong sales performance from the Company’s key products
contributed to this important achievement. PowderJect
completed its acquisition of SBL Vaccin, Sweden’s leading
vaccine manufacturer, extending the Group’s product range 
and sales and marketing infrastructure in Europe. A number of
product approvals were achieved and the Company’s late-stage
product pipeline made good progress. PowderJect continued 
to invest significant resources in its powder injection and DNA
vaccine programmes. As a consequence, a number of new
clinical vaccine programmes are scheduled to begin over the
next 12 months. PowderJect, as the UK and Sweden’s leading
vaccine manufacturer, is currently involved in a number of
biodefence initiatives to utilise the Company’s capabilities in 
the fields of smallpox and anthrax vaccines. 

Looking forward, PowderJect’s core vaccine business is 
expected to be profitable for the full financial year, despite a
small loss in the second half. The costs associated with the 
drug applications of powder injection will be curtailed when 
the disposal is finalised.

Reaching profitability represents a significant achievement for
PowderJect. The Company has evolved from a loss-making
royalty-based technology business into a profitable products
business combining a range of marketed products with a 
strong pipeline of vaccines in development. PowderJect’s net
profit for the period reached £4.6 million (six months 2000: 
loss £1 1.0 million), based on greatly increased revenues of 
£51.7 million (six months 2000: £3.1 million). The Company’s 
gross profit reached £30.2 million (six months 2000: £3.1 million)
resulting in a gross margin of 58%. During the period,
PowderJect increased R&D investment to £16.5 million 
(six months 2000: £13.8 million). PowderJect completed the
acquisition of SBL Vaccin on 6 July 2001, and the Swedish
subsidiary achieved £4.0 million sales to 30 September 2001.
With a strong balance sheet totalling £56.0 million in cash and
short-term investments, PowderJect is in an excellent position 
to drive forward its next generation powder injection vaccine
development programmes. 

Dr Paul Drayson, Chairman
14 November 2001
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Operationally the Company has achieved a number of important
milestones during the last six months, both in terms of product
success and the integration of its operations in Liverpool and
Stockholm. In particular, the Company has capitalised on the
strength of its flu vaccine franchise in the UK, where it is the
market leader, and in the important US marketplace. 

Fluvirin® – flu vaccine
PowderJect’s flu vaccine, Fluvirin®, is enjoying its most
successful year ever. This success was highlighted by the
Company’s introduction of the first preservative-free flu vaccine
in the US. With global Fluvirin® revenues of £28.2 million to 
30 September 2001, PowderJect anticipates improving on 
last year’s record sales of £40.6 million by over 50%. For the
second year running Fluvirin® was the first flu vaccine to be
distributed in the continental USA, and by progressing the
production process without any major delays PowderJect has
now delivered nearly all of the doses originally destined for the
US. In order to meet continuing demand for Fluvirin® in that
market, PowderJect has extended its manufacturing and will
now deliver significant additional flu vaccine doses, representing
an increase of 20% on its original commitment. The Company’s
ongoing £13 million expansion programme continues on time 
and budget, and should result in significant extra capacity next
season and in future years. 

BCG – tuberculosis vaccines
In March this year PowderJect won a major contract to supply
the UK Department of Health (DoH) with tuberculosis vaccines
and diagnostic tests. As a result PowderJect is the DoH’s sole
supplier for the school vaccination programme. In addition,
PowderJect has recently signed a significant contract to supply
its percutaneous BCG vaccine, Percuvac®, to Korea. This vaccine
is used to immunise children against tuberculosis in the first few
months of life. BCG vaccines accounted for sales of £8.2 million
in the six months to 30 September 2001. As supply to Korea
increases in the coming months, sales are expected to grow 
from this strong base. 

Arilvax® – yellow fever vaccine
When PowderJect acquired the yellow fever vaccine Arilvax®

in October 2000, the production facility was being upgraded 
and consequently the product was not available on the market.
As the sole UK manufacturer of this vaccine, and one of only 
two producers in Europe and the US, PowderJect has made the
financial and technical investment to ensure that Arilvax® is
available to those travelling to endemic yellow fever areas. 
The investment is now complete, and PowderJect received its 
UK licence variation approving the production upgrade in August
this year. To maintain ongoing investment in the product and
manufacturing facilities, whilst providing an adequate return on
investment, PowderJect is increasing margins. With an official
relaunch of the vaccine planned imminently for the UK, to be
followed by launches in Europe in the coming months, Arilvax®

sales should contribute strongly to PowderJect revenues during
the rest of the financial year. 

Other products, third-party manufacture and distribution
During the period PowderJect generated additional revenues of
£15.3 million from three main sources: sales of other products,
including polio and tetanus vaccines and Dukoral®, the
Company’s oral vaccine against cholera and ETEC; contract
manufacturing; and vaccine marketing and distribution for third
parties in the Nordic region. 

Research and development review

PowderJect has a broad vaccine pipeline based on its
proprietary powder injection delivery platform and world 
lead in the field of DNA vaccines. As part of its development
programmes, the Company has a significant DNA vaccine
collaboration with GSK, which continues to progress well. 
By delivering powder-form vaccines to the immune cells in the
outer layer of skin, PowderJect has the potential to greatly
enhance vaccine performance, thereby creating valuable next
generation products. The process of focusing PowderJect’s R&D
resources on vaccines is now complete. The Company currently
has five vaccines in clinical development, and has recently made
key advances in its late-stage pipeline. PowderJect has nine
further programmes at the preclinical stage. With vaccine
focused R&D investment of £10.5 million during the period 
(total R&D expenditure £16.5 million), PowderJect is on target to
continue stable investment of 20-25% of revenues in its pipeline.
As part of PowderJect’s transformation from a royalty-based,
partnered business model into a fully integrated vaccines
company, R&D investment is focused on in-house programmes
that have the potential to generate significant margins. As a
consequence the R&D teams at the Company’s facilities in
Oxford, UK, and Madison, Wisconsin, are now dedicated to
powder injection vaccine studies, with the team in Stockholm
focused on rCTB drinkable vaccine technology. With a number 
of clinical trials planned in the next 12 months, this focus 
should allow PowderJect to expedite the development of 
its vaccine portfolio. 

Dukoral® wins WHO approval
In October, WHO (World Health Organisation) officially approved
PowderJect’s combined cholera and ETEC (enterotoxigenic 
E. coli) vaccine. As a result, Dukoral® is the only vaccine in the
world that is approved by WHO for protection against cholera 
or ETEC, the most common cause of bacterial-based diarrhoea 
in the developing world. Dukoral® is also the only vaccine
recommended by WHO for pre-emptive use in emergency
situations, such as refugee camps, where there is imminent 
risk of a cholera epidemic. This approval will allow the United
Nations (UN) to purchase the vaccine, and to build up stocks 
for emergency use. In addition, WHO approval is recognised 
by a number of developing countries, and will therefore allow
distribution of the vaccine in those territories. 

Dukoral® filings ahead of schedule
Dukoral® is currently marketed in the Nordic region to 
protect travellers from enteric disease, particularly diarrhoea.
The vaccine is approved in 13 countries in total, and 
PowderJect plans to gain further approvals in new markets.
Recently, PowderJect filed Dukoral® in Canada as part of the
Company’s commercial collaboration with Aventis Pasteur, 
which covers territories outside the EU and US. Over the last 
six months PowderJect has also moved ahead with its EU
regulatory application more rapidly than originally anticipated,
and filing is now scheduled for next year rather than the second
half of 2003 as previously planned. 



Organisational review

PowderJect’s organisation has strengthened significantly during
the year, reflecting the dramatic growth of the Company.
Currently PowderJect employs over 1,000 people, with expertise
ranging from research through to commercialisation.
Consequently PowderJect has also strengthened its
management team to provide the experience and expertise
required to run a major vaccine company.

During the last six months PowderJect has further developed its
operational resources. The ongoing integration of the Company’s
Stockholm operations brings sales and marketing infrastructure
specialising in consumer-focused vaccines, and a commercial
distribution agreement with Aventis Pasteur in territories 
where PowderJect has no existing capabilities. The expanding
operations team is led by a new Chief Operating Officer, 
Staph Bakali, who was previously Head of Worldwide Sales 
and Marketing for Chiron Vaccines. 

PowderJect’s R&D organisation is now focused on vaccines. 
Led by Dr Clive Dix, previously UK Research Director at Glaxo
Wellcome, and with the Medical Department strengthened by 
the appointment of Dr John Beadle, previously Vice President 
of Global Medical Operations at GlaxoSmithKline, the R&D 
team is now fully integrated across PowderJect’s three main
research sites: Oxford, UK; Madison, Wisconsin, USA; and
Stockholm, Sweden. 

Biodefence

As one of the world’s leading vaccine companies and the UK and
Sweden’s leading vaccine manufacturer, PowderJect is currently
involved in a number of biodefence initiatives. The Company 
has extensive manufacturing and development capabilities 
that are suitable for the production of biodefence vaccines
including smallpox and anthrax. The Company currently carries
out secondary manufacturing of anthrax vaccine at Speke, 
UK. PowderJect’s facilities in both Speke and Stockholm
manufactured smallpox vaccine in the past, and the Company 
is currently restarting production at Speke. 

Future outlook

Looking forward, PowderJect’s ongoing vaccines business is
expected to generate strong revenues with sales predicted to
reach approximately £1 10 million for the full year. The vaccines
business is also expected to be profitable for the full financial
year, despite a small loss during the second half due to 
the seasonality of the flu vaccine market. Future costs will 
be further reduced across the Group, when PowderJect 
completes the disposal of the drug applications of its powder
injection technology. 

PowderJect has a robust growth strategy in place. Short-term
growth is based on PowderJect’s currently marketed products,
particularly flu and yellow fever vaccines. Dukoral® offers
medium-term growth potential, combined with the prospect 
of the introduction of powder injection vaccines, such as
PowderJect® Fluvirin. Longer term, PowderJect’s DNA vaccines
have the potential to revolutionise vaccination, offering high
value next generation products with the potential to treat
disease. Consequently, the combination of PowderJect’s current
product range and its broad vaccine pipeline puts the Company
in an extremely strong position.

06 PowderJect Pharmaceuticals plc 2001
Chairman’s statement continued

PowderJect® Fluvirin clinical trial
Research in the influenza field demonstrates that powder
injection technology has the potential to improve the protection
offered by flu vaccines, compared with those delivered as
conventional liquids. Preparations for clinical trials of the
Company’s powder injection flu vaccine, PowderJect® Fluvirin,
are near completion. The extensive technology transfer required
to produce the powder vaccine at PowderJect’s commercial
manufacturing facility is now in place. Work on the GLP safety
studies required to document the product’s safety before tests in
humans can begin is well underway, and PowderJect plans to
undertake the first clinical study within six months. 

PowderJect DNA vaccine clinical study
In parallel with its conventional powder injection vaccine
programmes, PowderJect is making good progress with its 
DNA vaccine pipeline. The Company has two in-house DNA
vaccines, in the fields of influenza and herpes simplex virus
(HSV). Both of these development programmes have generated
research data highlighting the vaccines’ immunogenicity. 
In particular PowderJect flu DNA vaccine has shown significantly
improved protection compared with conventional vaccines in
preclinical studies, and PowderJect HSV DNA vaccine has
demonstrated the ability to generate strong cellular immune
responses, which are believed to be essential for an effective
vaccine. Consequently, plans are now in place to begin human
trials, with at least one vaccine to enter the clinic in 2002.

Drug applications of powder injection
As an integral part of PowderJect’s strategy to transform into a
leading vaccines business, the Company intends to dispose of the
drug applications of its powder injection technology. As part of
this process PowderJect will retain ownership of its core powder
injection platform and will continue to invest heavily in vaccine
applications of this proprietary technology, while offering a
license for the drug applications. To date several companies have
expressed interest in these drug applications. However, since 
1 1 September interest has deteriorated due to the worsening
economic conditions, in particular in the equity markets.
Consequently PowderJect is exploring all available options. 
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Overview

The Group achieved a net profit for the first time. Retained profit
for the six month period was £4.6 million (six months 2000: loss
£11.0 million; year to 31 March 2001: loss £18.8 million).

Sales performance has been strong with turnover of 
£51.7 million, gross profit of £30.2 million and operating profit 
of £4.0 million. Due to seasonality, the flu business is more
profitable in the first half year and we expect gross margins 
for the second half to be lower. As a result, the core vaccines
business will make a small loss in the second half, but will be
profitable for the full year. The drugs business will continue to
make losses until it is disposed.

The Group maintains a strong balance sheet with cash and 
short-term investments of £56.0 million (six months 2000: 
£51.2 million) and net assets of £1 19.6 million (six months 2000:
£59.4 million). This is after a net cash outflow of £8.5 million
relating to the acquisition of SBL Vaccin AB and after increasing
expenditure on research and development to £16.5 million 
(six months 2000: £13.8 million). Working capital has increased
in the period by £1 1.8 million because flu stock and debtors are
highest in September and October. This is due to the seasonality
of flu.

Turnover

Turnover for the six month period increased by £48.6 million 
(turnover for six months 2000: £3.1 million: year to 31 March
2001: £40.0 million). This includes sales of £47.7 million from
existing operations and £4.0 million from SBL Vaccin.

Product sales include £28.2 million relating to Fluvirin® and 
£8.2 million relating to TB vaccines. The balance of turnover 
of £15.3 million is derived from other products, contract
manufacture and licensing agreements.

Product sales in SBL Vaccin were in line with expectations. 
Turnover was generated from three distinct activities; wholesale
distribution, the sale and marketing of in-licensed vaccines 
and the sale of own produced vaccines. Approximately two-thirds
of own produced vaccine sales relate to Dukoral®, a product
marketed in the Nordic region for prevention of enteric disease,
particularly diarrhoea. 

Gross profit

Gross profit has increased to £30.2 million (six months 2000: 
£3.1 million; year ended 31 March 2001: £16.6 million). Overall
gross margins were 58.4% of sales.

The seasonality of flu vaccine production means that annual
overhead costs are recovered in the nine month production
period. At the end of September, virtually all flu production 
for the season had been completed. Therefore margins 
achieved in the period to date will not be sustained 
throughout the second half.

Gross margin for SBL Vaccin of £0.2 million reflects a slow down
in production while facilities are upgraded to increase capacity 
to meet future demand.

Operating expenditure

Selling and distribution expenses increased to £6.5 million 
(six months 2000: £nil; year ended 31 March 2001: £3.9 million).
This is mostly volume related, especially due to increased sales
of Fluvirin® to the US market. 

Research and development costs increased to £16.5 million 
(six months 2000: £13.8 million; year ended 31 March 2001: 
£30.9 million). Of this, £6.0 million relates to the drugs business
which PowderJect expects to dispose of before the end of the
current financial year.

Headcount increased from 844 to 1,047. Of this increase, 
160 relates to employees of SBL Vaccin.

Net interest receivable decreased to £0.4 million (six months
2000: £1.7 million; year ended 31 March 2001: £2.6 million). 
This is due to an increase in interest payable from £nil to 
£1.1 million relating to the convertible loan notes issued as 
part of the Evans Vaccines acquisition in October 2000.

Taxation

The Group has adopted the new accounting policy for deferred
taxation in the period, Financial Reporting Standard 19 (“FRS 19”).
The effect is described in note 12.

Balance sheet and cash flow

Cash and short-term investments have decreased in the 
period from £70.5 million at 31 March 2001 to £56.0 million at
30 September 2001. The main components of this decrease 
are operating cash outflow of £4.6 million and net cash outflow
from the acquisition of SBL Vaccin of £8.5 million.

Increases in working capital in the period mostly relate to Evans
Vaccines. This is largely due to the seasonality of Fluvirin®

production and sales, resulting in a significantly higher net cash
inflow in the second half of the year. 

Issue of ordinary share capital

A total of 7,002,591 10p ordinary shares were issued in the
period at a net premium of £26.1 million (after issue expenses 
of £0.6 million), principally to finance the acquisition of SBL
Vaccin. Further details are given in note 10.

Capital expenditure

Capital expenditure in the period increased to £3.0 million 
(six months 2000: £1.4 million). This mainly related to additional
production and process development equipment and facilities.

Acquisition of SBL Vaccin AB

The Group further consolidated its position as a leading vaccines
company by completing the acquisition of SBL Vaccin AB (“SBL
Vaccin”). This is described further in note 1 1. The acquisition
extends the Group’s range of marketed and late-stage vaccines,
especially with travel vaccines. It also provides the Group with
two key strategic assets; strong sales and marketing infrastructure
in the Nordic region and a distribution collaboration with 
Aventis Pasteur.

The results of SBL Vaccin have been consolidated into the Group
results under the acquisition method of consolidation from the
date on which control passed on 2 July 2001. 

Divestment plans

We intend to divest our drug delivery business before the end 
of the current financial year. For this reason, the profit and loss
account separates out results for the period relating to the drugs
business under “Continuing Operations, Drugs”. Further details
are given in note 3.

Treasury policies

Treasury policies and significant treasury transactions are
reviewed and approved by the Board. The Group’s aim is to
secure returns in line with prevailing market rates while
minimising the risk of capital loss. Credit risk is controlled by
limiting the Group’s credit exposures to institutions maintaining 
a very high credit quality AA rating and short-term F1 rating as
defined by IBCA. In addition, specific credit limits are applied to
individual institutions.

Financial review
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Consolidated profit and loss account
For the six months ended 30 September 2001

Continuing Note 3
Continuing operations Continuing As restated As restated
operations Acquisitions operations Total Note 12 Note 12

Vaccines Vaccines Drugs Unaudited Unaudited Audited
Six months to Six months to Six months to Six months to Six months to Year to
30 September 30 September 30 September 30 September 30 September 31 March

2001 2001 2001 2001 2000 2001
Note £m £m £m £m £m £m

Turnover 2 47.3 4.0 0.4 51.7 3.1 40.0
Cost of sales (17.5) (3.8) (0.2) (21.5) – (23.4)

Gross profit 29.8 0.2 0.2 30.2 3.1 16.6
Selling and distribution (6.1) (0.4) – (6.5) – (3.9)
Research and development (9.3) (1.2) (6.0) (16.5) (13.8) (30.9)
General and administrative 
expenses (2.7) (0.5) – (3.2) (2.0) (4.9)

Total operating expenses (18.1) (2.1) (6.0) (26.2) (15.8) (39.7)

Operating profit (loss) 11.7 (1.9) (5.8) 4.0 (12.7) (23.1)
Net interest receivable 0.4 1.7 2.6

Profit (loss) on ordinary 
activities before taxation 2 4.4 (11.0) (20.5)
Taxation 6 0.2 – 1.7

Profit (loss) after taxation,
being retained profit (loss)
for the period 8 4.6 (11.0) (18.8)

Basic earnings (loss) 
per share 5 5.54p (14.77p) (24.18p)
Diluted earnings (loss) 
per share 5 5.32p (14.77p) (24.18p)

All results are in respect of continuing operations.

The notes on pages 1 1 to 15 are an integral part of this consolidated profit and loss account.

Consolidated statement of total recognised gains and losses
For the six months ended 30 September 2001

As restated As restated
Note 12 Note 12

Unaudited Unaudited Audited
Six months to Six months to Year to
30 September 30 September 31 March

2001 2000 2001
Note £m £m £m

Profit (loss) for the period 4.6 (11.0) (18.8)
Share scheme adjustment 8 (0.4) – –
Exchange movements 8 (0.2) 0.3 0.7 

Total recognised gains and losses relating to the period 4.0 (10.7) (18.1)
Prior period adjustment 12 0.8 – –

Total gains and losses recognised since last annual report 4.8 (10.7) (18.1)

The notes on pages 1 1 to 15 are an integral part of this consolidated statement of total recognised gains and losses.
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Consolidated balance sheet
As at 30 September 2001

As restated
As restated Note 12

Note 12 Audited
Unaudited Unaudited Year to

30 September 30 September 31 March
2001 2000 2001

Note £m £m £m

Fixed assets 
Intangible assets 2.8 0.4 –
Goodwill 24.2 – (4.6)
Tangible assets 56.7 8.5 49.1
Investments 0.7 0.7 0.7

84.4 9.6 45.2
Current assets
Stock 27.9 – 11.9
Debtors – due within one year 36.3 5.0 17.7

– due after more than one year 3.0 0.1 2.7

67.2 5.1 32.3
Investments 7 47.5 40.3 66.2
Cash at bank and in hand 8.5 10.9 4.3

123.2 56.3 102.8
Creditors: amounts falling due within one year (43.6) (6.1) (23.9)

Net current assets 79.6 50.2 78.9
Total assets less current liabilities 164.0 59.8 124.1
Creditors: amounts falling due after more than one year (39.7) (0.1) (34.9)
Provisions for liabilities and charges (4.7) (0.3) (0.4)

Net assets 119.6 59.4 88.8

Capital and reserves 
Called up share capital 10 8.9 7.5 8.3
Share premium account 10 169.8 107.6 143.7
Other reserves 8 0.2 0.6 0.6
Profit and loss account (59.3) (56.3) (63.8)

Total equity shareholders’ funds 8 119.6 59.4 88.8

The notes on pages 1 1 to 15 are an integral part of this consolidated balance sheet.

Approved by the Board and signed on its behalf by:

Dr Paul Drayson
Chairman
14 November 2001



Consolidated cash flow statement
For the six months ended 30 September 2001
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As restated As restated
Note 12 Note 12

Unaudited Unaudited Audited
Six months to Six months to Year to
30 September 30 September 31 March

2001 2000 2001
Note £m £m £m

Net cash inflow (outflow) from operating activities 9(a) (4.6) (13.0) 2.4

Returns on investments and servicing of finance 
Interest received 1.5 0.9 3.4
Interest paid – – (0.5)

Net cash inflow from returns on investments and servicing of finance 1.5 0.9 2.9

Capital expenditure and financial investment 
Purchase of tangible fixed assets (3.0) (1.4) (4.0)
Purchase of own shares for Employee Trust Company – (0.2) (0.2)

Net cash outflow from capital expenditure and financial investment (3.0) (1.6) (4.2)

Acquisitions
Purchase of subsidiary undertaking 11 (9.2) – (32.5)
Net cash acquired with subsidiary undertaking 0.7 – –

Net cash outflow from acquisitions (8.5) – (32.5)

Net cash outflow before use of liquid resources and financing (14.6) (13.7) (31.4)

Management of liquid resources1

Cash withdrawn from fixed term deposit1 18.7 22.4 (3.5)

Net cash inflow (outflow) before financing 4.1 8.7 (34.9)

Financing
Issue of ordinary share capital 0.9 2.8 41.0
Fees and expenses paid in connection with the issue of shares (0.6) – (1.3)
Capital element of finance lease rental payments (0.2) – (0.1)

Net cash inflow from financing 0.1 2.8 39.6

Increase in cash in the period 9(b) 4.2 11.5 4.7

The notes on pages 1 1 to 15 are an integral part of this consolidated cash flow statement.
1PowderJect Pharmaceuticals plc includes term deposits of less than one year as liquid resources.



Notes to the financial statements
11 PowderJect Pharmaceuticals plc 2001  

1 Basis of the preparation

The Group has fully implemented two new Financial Reporting Standards (“FRS”) in the current financial year; FRS 18 “Accounting
policies” and FRS 19 “Deferred tax”. FRS 17 has also been adopted under the transitional provisions specified in the FRS. 
These new accounting standards became effective for the Group for the first time in the current accounting period.

In accordance with FRS 18, accounting policies have been reviewed in the period to ensure that, in the opinion of the Directors, 
the Group continues to adopt the most appropriate accounting policies to give a true and fair view. There have been no changes 
in accounting policy resulting from this review.

Except for the accounting policies set out below, which reflect the implementation of FRS 19, the interim statements have been
prepared in accordance with the accounting policies set out in the Annual Report for the year ended 31 March 2001. 

The results for the six months ended 30 September 2001 and 30 September 2000 have not been audited and do not constitute
statutory accounts within the meaning of Section 240 of the Companies Act 1985. The auditors have reviewed the interim statement
and their report appears on page 16.

The results for the year ended 31 March 2001 are extracted from the audited annual financial statements on which the auditors
reported without qualification. These results have been restated to reflect the change in accounting policy for deferred tax. 
Further details are given in note 12. Full financial statements as at 31 March 2001 have been filed with the Registrar of Companies.

Retirement benefits
Disclosures required by the transitional provisions of FRS 17 will be made in the Annual Report for the year ended 31 March 2002.

Deferred tax
Deferred tax is provided using the full provision method as set out in FRS 19 “Deferred Tax”. Deferred tax is recognised in respect 
of all timing differences that have originated but not reversed at the balance sheet date, except for those timing differences 
that are permanent and except for specific cases as set out in FRS 19.

Deferred tax is calculated at the average tax rates that are expected to apply in the periods in which the timing differences are
expected to reverse, based on tax rates and laws that have been enacted or substantively enacted at the balance sheet date. 

Details of the effect of this change in accounting policy are given in note 12.

2 Segmental information

The Group operates in one business segment. An analysis of turnover, profit (loss) before tax and net assets by geographical
location, as well as analysis of turnover by location of customer, is set out below. 

As restated As restated 
Note 12 Note 12

Unaudited Unaudited Audited
Six months to Six months to Year to
30 September 30 September 31 March

2001 2000 2001
£m £m £m

Turnover by location of subsidiary undertaking
UK 47.4 2.8 39.0
Rest of Europe 4.0 – –
North America 0.3 0.3 1.0

51.7 3.1 40.0

Turnover by location of customer
UK and Europe 31.6 2.8 24.8
North America 18.3 0.3 14.5
Other 1.8 – 0.7

51.7 3.1 40.0

Profit (loss) before tax by location of subsidiary undertaking
UK 10.8 (7.0) (4.7)
Rest of Europe (2.0) – –
North America (4.4) (4.0) (15.8)

4.4 (11.0) (20.5)

Net assets by location of subsidiary undertaking
UK 110.0 57.0 87.8
Rest of Europe 23.6 11.0 11.0
North America (14.0) (8.5) (10.0)

119.6 59.4 88.8



Notes to the financial statements continued
12 PowderJect Pharmaceuticals plc 2001

3 Continuing operations – drug delivery

The profit and loss account on page 8 separates out results for the period relating to drugs delivery under “Continuing 
Operations, Drugs”. 

This separation includes all results relating to our existing drugs business. This includes 100% of PowderJect Technologies Inc.
(based at Fremont, California) and all results relating to the drugs business element of PowderJect Technologies Limited 
(based in Oxford, UK).

4 Dividend

The Directors do not recommend payment of a dividend.

5 Earnings (loss) per share

As restated As restated
Note 12 Note 12

Unaudited Unaudited Audited
Six months to Six months to Year to
30 September 30 September 31 March

2001 2000 2001

Basic earnings (loss) per share 5.54p (14.77p) (24.18p)

The calculation of the basic earnings (loss) per share is based on:
Profit (loss) for the period (in £’000) 4,626 (10,977) (18,820)
Weighted average number of shares (in ’000) 83,441 74,331 77,822

Diluted earnings (loss) per share 5.32p (14.77p) (24.18p)

The calculation of the diluted earnings per share is based on:
Profit (loss) for the period (in £’000) 4,626 (10,977) (18,820)
Weighted average number of shares (in ’000) 86,917 74,331 77,822

Reconciliation of shares

Basic weighted average number of shares (in ’000) 83,441 74,331 77,822
Dilutive potential shares from share options 3,033 – –
Dilutive potential shares from Restricted Share Scheme 443 – –
Diluted weighted average number of shares (in ‘000) 86,917 74,331 77,822

In previous periods, there was no difference between the basic and diluted loss per share since the effect of including dilutive
potential ordinary shares would have been to reduce the loss per share.

In the current period, potential ordinary shares relating to convertible loan notes have been excluded from the calculation of diluted
earnings per share. This is because inclusion of these potential ordinary shares would require a writeback of interest charged in the
period on the convertible loan notes, and would therefore result in a net increase in earnings per share for the period.

The Group has two convertible loan notes in issue for £25.0 million and £6.0 million respectively. These bear interest (payable half
yearly) at 4% per annum, will have a yield to maturity of 7% and have a five year maturity. They may be redeemed early at the
option of the holders of the convertible loan notes in certain circumstances, and are convertible at a price of £7.19 per ordinary
share (a total of 4.3 million potential ordinary shares).

6 Tax

There has been a change in Group accounting policy for deferred taxation in the period due to implementation of the new
accounting standard for deferred tax, Financial Reporting Standard 19. Further details are given in note 12.

The tax credit for the period is £0.2 million, (six months 2000: £nil). This is derived from the forecast increase of the deferred tax
asset recognised under FRS 19 over the 12 month period to 31 March 2002. The asset arises on losses and other timing differences
arising from activities in the UK. The performance in the UK for the six month period has therefore been used as the basis for
applying an effective tax rate to the interim results. The forecast timing of profitability of the UK activities is such that the full
forecast movement in deferred tax should be recognised in the first half of the year.

The Group has announced that it is planning to divest its drug business. It is not possible at this stage to anticipate the expected 
tax effect, if any, of this transaction.



13 PowderJect Pharmaceuticals plc 2001  

7 Investments held as current assets

As restated As restated
Note 12 Note 12

Unaudited Unaudited Audited
Six months to Six months to Year to
30 September 30 September 31 March

2001 2000 2001
£m £m £m

Investments 47.5 40.3 66.2

Investments are made up of cash placed on fixed-term deposits.

8 Reconciliation of movements in shareholders’ funds

As restated As restated
Note 12 Note 12

Unaudited Unaudited Audited
Six months to Six months to Year to
30 September 30 September 31 March

2001 2000 2001
Note £m £m £m

Opening shareholders’ funds as previously stated 88.0 67.2 67.2
Prior period adjustment 12 0.8 – –

Opening shareholders’ funds as restated 88.8 67.2 67.2
Profit (loss) for the period 4.6 (11.0) (18.8)
Net proceeds of shares issued under share option schemes 0.9 2.8 0.6
Proceeds of shares issued under placing and open offer 26.5 – 35.3
Placing and open offer expenses (0.6) – (1.3)
Net proceeds from shares issued under collaborative arrangements – – 5.1
Share scheme adjustment1 (0.4) – –
Exchange movement (0.2) 0.3 0.7

Net addition (reduction) in shareholders’ funds 30.8 (7.8) 21.6

Closing shareholders’ funds 119.6 59.4 88.8
1Share Scheme Adjustment: Allocation rights lapsed in the period for certain shares that had previously been allocated from the Employee Trust Company in 1999. 
In accordance with UITF 17 “Employee Share Schemes”, the original allocation charge for these shares was reversed. (A total allocation charge of £0.6 million was
recognised in 1999 in the profit and loss account for these and other shares, based on the difference between the fair value at the date of allocation of shares and 
the consideration to be received for them. The credit was taken to Other Reserves.) 

9 Notes to the cash flow statement

(a) Reconciliation of operating profit (loss) to net cash inflow (outflow) from operating activities

As restated As restated
Note 12 Note 12

Unaudited Unaudited Audited
Six months to Six months to Year to
30 September 30 September 31 March

2001 2000 2001
£m £m £m

Operating profit (loss) 4.0 (12.7) (23.1)
Depreciation 3.5 0.9 4.2
Amortisation and impairment 0.1 0.1 (2.1)
Release of government grant – – (0.1)
Share scheme adjustment (0.4) – –
(Increase) decrease in stock (9.8) – 5.0
(Increase) decrease in debtors (12.1) (3.0) 2.3
Increase in creditors 10.1 1.7 16.9
Foreign exchange gain – – (0.7)

Net cash inflow (outflow) from operating activities (4.6) (13.0) 2.4
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9 Notes to the cash flow statement (continued)

(b) Reconciliation of movement in cash to movement in net funds

As restated As restated
Note 12 Note 12

Unaudited Unaudited Audited
Six months to Six months to Year to
30 September 30 September 31 March

2001 2000 2001
Note £m £m £m

Increase in cash in the period 4.2 11.5 4.7
Cash outflow from changes in lease financing 0.1 – 0.1
Cash withdrawn from fixed term deposit (18.7) (22.4) 3.5

Change in net funds resulting from cash flows (14.4) (10.9) 8.3
Convertible loan notes (1.1) – (31.4)
Finance leases acquired with subsidiary undertakings (0.1) – (0.3)
Exchange movement on cash – 0.1 0.3

Movements in net funds in the period (15.6) (10.8) (23.1)
Net funds at the beginning of the period 38.8 61.9 61.9
Net funds at the end of the period 9(c) 23.2 51.1 38.8

(c) Analysis of net funds

As restated As restated
Note 12 Note 12

Unaudited Unaudited Audited
Six months to Six months to Year to
30 September 30 September 31 March

2001 2000 2001
Note £m £m £m

Cash at bank and in hand 8.5 10.9 4.3
Current asset investments 47.5 40.3 66.2
Convertible loan notes (32.5) – (31.4)
Finance leases due after more than one year (0.1) (0.1) (0.1)
Finance leases due within one year (0.2) – (0.2)

Net funds at the end of the period 9(b) 23.2 51.1 38.8

10 Share capital and share premium

The movement in share capital and share premium in the period is summarised as follows:

• A fully underwritten vendor placing of 5,824,176 new 10p ordinary shares at £4.55 per share as part of the acquisition
consideration for SBL Vaccin;

• 136,975 new 10p ordinary shares issued under collaborative agreements; and

• 1,041,440 new 10p ordinary shares issued under share option schemes.

11 Acquisition

On 2 July 2001, the Group acquired 100% of the share capital of SBL Vaccin AB (“SBL Vaccin”), a company incorporated and based 
in Sweden.

The total cost of the acquisition was £42.8 million, of which £0.3 million was acquisition costs. Under the terms of the purchase
agreement, the purchase consideration of £35.4 million was satisfied by a cash payment of £8.9 million and by issuing 5,824,176
ordinary shares of 10p each at a premium of £4.45 per share via a fully underwritten vendor placing. There was also deferred
consideration of USD $10.0 million (£7.1 million) relating to potential contingent payments on EU regulatory approval of Dukoral®.

The agreement also provides for potential royalty payments to the seller, (Active Biotech AB), related to European sales of Dukoral®

and worldwide sales of ETEC up to a maximum royalty of USD $20 million. In addition, SBL Vaccin will make potential contingent
payments to Active of USD $10 million on EU regulatory approval of Dukoral® before 31 December 2003 and USD $10 million on FDA
regulatory approval of ETEC before 31 December 2005. In each case, these payments decrease to a minimum of USD $5 million if
the approval date is later.

Approval for ETEC is considered insufficiently probable to include the related potential contingent payment of USD $10 million as
deferred consideration. 

From 2 July 2001 to 30 September 2001, SBL Vaccin contributed £4.0 million to turnover and loss before tax of £1.9 million. In the
year ended 31 December 2000, turnover was £16.2 million and operating loss before exceptional items was £1.0 million. 
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11 Acquisition (continued)

(a) Fair values
Fair valuation of the acquired assets and liabilities is expected to be completed by the year end when full disclosure will be made in
the annual report. The book values below represent provisional estimates of fair value.

(b) Table of acquired assets and liabilities
The following table sets out the book values of the identifiable assets and liabilities acquired:

Book value
£m

Intangible fixed assets 2.9
Tangible fixed assets 8.3
Stock 6.2
Debtors 6.6
Cash 0.7
Trade creditors (3.4)
Other creditors (4.0)
Provisions (3.3)

Net assets acquired 14.0
Goodwill 28.8

Consideration 42.8

Consideration satisfied by:
Cash 9.2
Shares 26.5
Deferred consideration 7.1

Total 42.8

12 Prior year adjustment

The Group accounting policy for deferred tax was changed in the period due to the first implementation of the new accounting
standard for deferred tax, Financial Reporting Standard 19 (“FRS 19”) The comparative figures in the primary statements and notes
have been amended to reflect the new accounting policy. 

The effect of the change in policy is summarised below. The previous year interim accounts are not affected.

Unaudited Unaudited Audited
Six months to Six months to Year to
30 September 30 September 31 March

2001 2000 2001
£m £m £m

Profit and loss account
Amortisation of negative goodwill 0.1 – 0.1
Deferred tax credit 0.2 – 0.7

Increase in profit for the financial period 0.3 – 0.8

Balance sheet
Negative goodwill 0.1 – (1.8)
Deferred tax 0.2 – 2.6

Increase in net assets 0.3 – 0.8

Negative 
goodwill

£m

Reconciliation of negative goodwill
Negative goodwill at 31 March 2001, as previously reported (2.8)
Prior period adjustment (net) (1.8)

Negative goodwill at 31 March 2001, as restated (4.6)
Amortisation in the period 0.2

At the end of the period (4.4)

13 Copies of this document

Copies of this document will be sent to all shareholders and will be available to the public at the Company’s registered office: 
Florey House, The Oxford Science Park, Oxford OX4 4GA.



Independent review report to PowderJect Pharmaceuticals plc

Introduction

We have been instructed by the Company to review the financial information set out on pages 8 to 15 and we have read the other
information contained in the interim report for any apparent misstatements or material inconsistencies with the financial information.

Directors' responsibilities

The interim report, including the financial information contained therein, is the responsibility of, and has been approved by the
Directors. The Listing Rules of the Financial Services Authority require that the accounting policies and presentation applied to the
interim figures should be consistent with those applied in preparing the preceding annual accounts except where any changes, and
the reasons for them, are disclosed.

Review work performed

We conducted our review in accordance with guidance contained in Bulletin 1999/4 issued by the Auditing Practices Board. A review
consists principally of making enquiries of Group management and applying analytical procedures to the financial information and
underlying financial data, and based thereon, assessing whether the accounting policies and presentation have been consistently
applied unless otherwise disclosed. A review excludes audit procedures such as tests of controls and verification of assets, liabilities
and transactions. It is substantially less in scope than an audit performed in accordance with Auditing Standards and therefore
provides a lower level of assurance than an audit. Accordingly we do not express an audit opinion on the financial information.

Review conclusion

On the basis of our review we are not aware of any material modifications that should be made to the financial information as
presented for the six months ended 30 September 2001.

PricewaterhouseCoopers
Chartered Accountants
Uxbridge
14 November 2001
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Excellent financial results:
• Profitable: net profit of £4.6 million 

(six months 2000: loss £11.0 million)
• Revenue increased significantly to £51.7 million 

(six months 2000: £3.1 million)
• Strong cash position totalling £56.0 million

Strong product growth:
• Record Fluvirin® (flu vaccine) sales up 45% 

to £28.2 million (six months 2000: £19.5 million)
• Tuberculosis vaccines revenues up to £8.2 million; 

new Korean contract
• Arilvax® (yellow fever vaccine) margins 

increase significantly

Good R&D pipeline progress:
• Dukoral® (cholera/ETEC vaccine) 

worldwide regulatory filing accelerating 
• Arilvax® approval in UK
• Successful PowderJect vaccine preclinical 

results: clinical trials in 2002 
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