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“Steady as she goes” is a good way to describe the Scancell story over the past 
several months.  Key milestones have been met and the Company continues to 
move towards an April 2010 kick-off for the Phase I/II clinical trial of its lead 
drug to treat melanoma.  

KEY POINTS
• Scancell partners with well-respected, multi-national CRO for upcoming 

clinical trial – Scancell has entrusted its Phase I/II trial to PharmaNet 
Development Group, a global, drug development services company with a 
particular expertise in oncology including more than 200 studies, at over 9600 
investigative sites with over 50,000 patients.

• DNA vaccine successfully manufactured ahead of trial start – Cobra 
Biomanufacturing, Scancell’s contract manufacturer for SCIB1, has successfully 
completed the Good Manufacturing Practice (‘cGMP’) production of Scancell’s 
DNA vaccine in anticipation of the Phase I/II clinical trial early next year.  

• Balance sheet remains strong; additional funding in the works – at the time 
of our initiation report in September, Scancell had approximately £1 million 
on its balance sheet and a monthly burn of roughly £70,000.  Since that time, 
we do not believe the Company has had any unplanned expenditures.  The 
need for funding, however, remains with clinical trial costs on the horizon.   As 
planned, Scancell is working on securing between £1.5 million and £2 million 
in additional financing and so far does not expect the capital raise to delay the 
onset of the trial.

COMMENT
Granted, the story at Scancell begins to take true shape only when the data from 
the clinical trials for its lead drug candidate, SCIB1, comes into focus. However, 
the preparation for those trials and the execution of strategic initiatives can be 
critical to the long term success of the business. As the last few months have 
demonstrated, Scancell continues to deliver as promised and has put itself in 
position to begin its Phase I/II clinical trial for SCIB1 in April, its original targeted 
date. Scancell plans to submit its application required to initiate the trial by 
29 December 2009, with the typical turnaround time of around three months.

The preparation to begin the trial is in full gear. Scancell has successfully forged 
alliances with well respected partners in the field and, as a result, has cGMP-
manufactured material on the shelf and ready for deployment in the trial. Its 
CRO partner, PharmaNet, is one of the top CROs in the industry and has a solid 
reputation for early-stage trials in the oncology sector. The two companies have 
already begun selecting clinical investigator sites and should have no problem 
hitting the ground running once approval is in hand to start the trial. 

Finally, we believe Scancell is well positioned financially, although it will need 
additional capital to fully fund the Phase I/II clinical trial for SCIB1.  The plan is 
to secure up to £2 million by the end of Q1 2010 and it is our belief that progress 
has been made in these efforts.  We remain confident that the Company will be 
successful in its capital raise.  We view the ability to secure this capital along with 
the application submission and subsequent approval as the two key events we will 
be closely monitoring over the coming months. 
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Company details

Quote

Shares

- PLUS SCLP

Shares issued (m) 8.9

Fully diluted (m) 9.6

Website: www.scancell.co.uk

Current fair value of equity

Expected value £5.27m

Value per share £0.59

Optimistic scenario £13.7m

Value per share £0.95
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Statutory Tax
21.0%

Equity ß = 1.5

Target Debt/
Debt+Equity

0%

Asset ß

Debt ß

Risk
Premium

6.9%

Risk Free
Rate

Cost of Equity
13.8%

WACC = 13.8%

Weighted cost of capital

Components of Scancell’s entity value

Scancell Holdings plc
Equity Value

US$8.7m
(after overhead and cash)

SCIB1

US$6.9m

Shareholders
US$8.5m

US$0.95 per share
£0.59 per share

Options &  
warrant holders*

US$0.2m

* includes expected value of contingent option claims

Fair value summary (US$m)
Scenario Core Optimistic

Development drugs

 - SCIB1 6.9 12.1 

Less: overhead 2.4 2.4 

Expected value of pipeline 4.5 9.7 

 Add: other assets* 1.7 1.7 

 Add: starting cash + new funds 2.5 2.5 

Total current value for firm 8.7 13.9 

 Less: Bank & other debt 0.0 0.0 

Total value to equity claims 8.7 13.9 

 Less: warrants & options 0.2 0.2 

Ordinary equity holders 8.5 13.7 

Value per share (US$) 0.95 1.53 

Value per share (£) 0.59 0.95 

* expected risked value of milestones due from Arana

Summary of detailed SCIB1 valuation (US$m) 
SCIB1 Core Optimistic

Royalty revenue*

EV of royalties 62.9 128.2

Likelihood of success (PoS) 7% 7%

EMV of royalties 4.2 8.6

Add: EMV of upfront payments** 1.4 2.2

Add: EMV of milestone payments** 3.7 5.1

less: EMV of development costs** 0.5 0.5

EMV*** 8.7 15.3

per share

 - US$ ps 0.98 1.71

 - £ ps 0.61 1.06

After tax EMV 6.9 12.1

   * EV = expected value; EMV = expected monetary value (i.e., risked 

expected value)

 ** net upfront, milestone and development costs have been risked 

based on probability of being incurred or received

*** royalty, upfront and milestone payments are based on a standalone 

licencing deal and assume no premium for the technology platform

Note: see page 19 of our Initiation note for revenue forecasts and 

page 26 for detailed SCIB1 valuation

Current EMV and value if pipeline is successful (£ps)
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Value of SCIB1 if it progresses ...
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Profit & Loss
Year ending April (£000’s) 2008A 2009A 2010E 2011E 2012E

Revenues
Upfront payments 0 0 0 0 0
Milestone payments 0 0 0 0 0
Licensing/royalty revenues 0 0 0 0 0

Net revenues 0 0 0 0 0
Development costs 241 713 110 621 633

Gross profits (241) (713) (110) (621) (633)

Administrative expenses 269 402 422 422 422
Other income 0 213 0 0 0
Depreciation 27 28 27 27 26

Profit from operations (510) (902) (559) (1,069) (1,081)

Interest income 61 57 81 92 58

Pretax income (449) (845) (478) (977) (1,023)

Tax 0 0 0 0 0
Tax credit (44) (185) (50) (50) (50)
Net tax (44) (185) (50) (50) (50)

Net income (406) (660) (428) (927) (973)

EPS (p) (5.6) (7.4) (3.2) (6.9) (7.3)

Balance Sheet
Year ending April (£000’s) 2008A 2009A 2010E 2011E 2012E

Non-current assets
Property plant & equipment 87 82 80 79 77

Total 87 82 80 79 77
Current assets

Debtors 51 405 250 250 250
Cash & equivalents 998 1,519 3,048 2,122 1,151

Total 1,049 1,924 3,298 2,372 1,401
Total assets 1,136 2,006 3,378 2,451 1,478

Current liabilities
Creditors 88 167 167 167 167

Total 88 167 167 167 167
Net assets 1,047 1,839 3,212 2,284 1,311

Shareholder’s equity
Total equity 1,047 1,839 3,212 2,284 1,311

Cashflow
Year ending April (£000’s) 2008A 2009A 2010E 2011E 2012E

Operating profit (loss) (510) (902) (559) (1,069) (1,081)
Depreciation charges 27 28 27 27 26
Government grants 0 -213 0 0 0
Decrease/(Increase) in debtors 12 -207 155 0 0
Increase in creditors 31 78 0 0 0
Net cash from operations (440) (1,216) (377) (1,043) (1,055)

Cashflow from investing 
Property plant & equipment purchases (1) (23) (25) (25) (25)
Taxation (149) 39 50 50 50
Returns on investments and servicing of finance 61 57 81 92 58

Net cash from investing activities (89) 73 106 117 83

Cashflow from financing activities
Net issue of ordinary shares 21 1,665 1,800 0 0
Net cash from financing 21 1,665 1,800 0 0

Net increase (decrease) in cashflow (507) 521 1,529 (926) (972)

Opening cash equivalents 1,505 998 1,519 3,048 2,122
Closing cash equivalents 998 1,519 3,048 2,122 1,151

Source: Objective Capital

Financials
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This report has been prepared by Objective Capital Research Limited.

Objective Capital is a provider of corporate research. Our research reports provide information, analysis, and 
estimates and may reference our opinion on the value of highlighted companies. Objective Capital is not registered 
by any financial authority, and does not provide or purport to provide investment advice or recommendations of 
any description. 

The information in this report is designed to present the opinion of Objective’s analysts and what they believe to be 
the objective prospects of the highlighted company. Where reference is made to estimates of value or relative value of 
a specific company these are based on standard analysis assuming an “average” investor. There is no guarantee that 
these estimates are reliable or will eventuate. They should not be relied upon in forming specific investment decisions 
and readers should seek advice specific to their situation and investment requirements from a person authorized 
under the Financial Services and Markets Act 2000, before entering into any investment agreement.

Objective Capital’s detailed reports are only available to ordinary business investors, market counterparties, 
high net-worth and sophisticated individual investors.

This report does not constitute an offer or invitation to purchase or acquire any shares in any company or any interest 
therein, nor shall it form the basis of any contract entered into for the sale of shares in any company.

The information in this report is believed to be correct, but its accuracy or completeness cannot be guaranteed. 
No representation or warranty, express or implied, is given by any person as to the accuracy or completeness of the 
information and no responsibility or liability is accepted for the accuracy or sufficiency of any of the information, 
for any errors, omissions or misstatements, negligent or otherwise. 

Objective Capital (including its Directors, employees and representatives) or a connected person may have positions 
in or options on the securities detailed in this report, and may buy, sell or offer to purchase or sell such securities 
from time to time, subject to restrictions imposed by internal rules. Objective Capital and its analysts are barred from 
trading in the shares of companies on which Objective Capital provides coverage.

You are reminded that the value of shares in any company may go up or down. Past performance is not necessarily 
a guide to future performance. 

About Objective Capital:

Objective Capital is a leading UK provider of 
objective corporate research. 

We offer investors two levels of insight – a regular 
survey of the complete small and mid-cap segment, 
highlighting those stocks where attention should 
be focused, and our detailed institutional-quality, 
sponsored research coverage. As always, our research 
doesn’t offer trading recommendations or advice but 
an objective uptodate assessment of the prospects, 
and risks, of the companies we cover.

While the companies we cover sponsor our research, 
it is always written on behalf of our readers. It is of 
the essence of our research that it be independent 
— that is opinions, estimates and valuations be solely 
those of Objective’s analyst; objective — that is based 
upon verifiable data; and transparent — that is based 
upon explicit assumptions. 

Our research complies with all FSA recommendations 
as may arise out of CP172 and CP176, i.e., that it 
be independent of any broking or trading interests; 
and CP205, i.e., that it comply with standards 
for objectivity. 


