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Recent Actions Set to Accelerate Trial Enrollment

UPDATE
• New centres to the rescue 

Scancell recently received approval for a fourth UK patient recruitment site 

for its SCIB1 Phase I study and has plans to bring a fifth centre on-line in short 

order.  These two additional sites had been in the works all along, but the 

original plan was to bring them in for the upcoming Phase II trial.  

• Review Committee gives thumbs-up to escalate dose and recruit next cohort 

With the completed dosing of the first cohort, the Committee has analyzed 

the data and approved the advancement of the trial to the second cohort, 

escalating the dosage in the process.

• Approval attained for expanded patient population 

In further broadening the net for new patients, Scancell has received 

permission to enroll less sick patients in the remaining Phase I cohorts.  Not 

only should this speed the pace of enrollment, but it also should improve the 

immune responses of the patients as later stage melanoma patients typically 

have weakened immune systems.

• Competitive trials less of an issue; enrollment dynamics should improve 

Two late stage melanoma products have made it more difficult for Scancell 

to enroll patients in its Phase I trial for SCIB1.  While competitive trials1 will 

remain a challenge, the protocol amendment noted above allowing for all Stage 

III and IV malignant melanoma patients to participate should significantly help 

recruiting for this trial.

• Interims filed, results in-line with our expectations 

The costs incurred in the first half of the fiscal year were in-line with our 

forecasts.  As noted in an earlier note, however, the likelihood of licensing 

revenue in the calendar year has diminished with the delays in the Phase I trial.  

In turn, we believe there will be a need to raise capital as early as this summer.

1 a combination of one late stage trial (B-raf product) and one compassionate use programme 

(ipilimumab)
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Quote

Shares

- AIM SCLP

Shares issued (m) 15.9

Fully diluted (m) 16.7

Website: www.scancell.co.uk

Current fair value of equity

Expected value £15.8m

Value per share £0.99

Optimistic scenario £27.5m

Value per share £1.73
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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$26.0m

(after overhead and cash)

SCIB1

US$23.5m

Shareholders
US$25.5m

US$1.60 per share
£0.99 per share

Options &  
warrant holders*

US$0.4m

* includes expected value of contingent option claims

Fair value summary (US$m)
Scenario Core Optimistic

Development drugs

 - SCIB1 23.5 42.8 

Less: overhead 4.2 4.2 

Expected value of pipeline 19.3 38.6 

 Add: other assets 2.1 2.1 

 Add: starting cash + new funds 4.6 4.6 

Total current value for firm 26.0 45.3 

 Less: Bank & other debt 0.0 0.0 

Total value to equity claims 26.0 45.3 

 Less: warrants & options 0.4 0.4 

Ordinary equity holders 25.5 44.8 

Value per share (US$) 1.60 2.81 

Value per share (£) 0.99 1.73 

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

Royalty revenue*

EV of royalties 85.8 175.0

Likelihood of success (PoS) 21% 21%

EMV of royalties 18.3 37.4

Add: EMV of upfront payments** 3.2 5.0

Add: EMV of milestone payments** 9.3 12.8

less: EMV of development costs** 1.1 1.1

EMV*** 29.8 54.2

per share

 - US$ ps 1.87 3.40

 - £ ps 1.15 2.09

After tax EMV 23.5 42.8

   * 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

Current EMV and value if pipeline is successful (£ps)
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Clinical Update
As has been discussed in a prior note, Scancell has experienced slower patient 
enrollment in the SCIB1 trial than originally anticipated. The recent news on 
expanded patient inclusion protocols, increased number of recruitment centres, 
and approval from the safety committee to commence enrolling the second cohort, 
however, is all a step in the right direction. While the recruitment of subsequent 
patients is inherently lumpy and somewhat random and will likely remain so, the 
recent news greatly improves the likelihood that recruitment rates will accelerate. 
Accordingly the timeline for the remainder of the Phase I trial and the completion 
of the Phase II trial will more likely proceed to plan. 

As it stands today, the Company continues to expect the Phase II trial to kick off in 
Q3 and finish by the end of 2012. The fourth patient recruitment centre in Leeds has 
received central approval and now awaits local R&D approval, a bureaucratic step 
that is not expected to cause any further significant delays. Patients are currently 
identified at the three original centres and could be enrolled and dosed within weeks. 

As a reminder, the full Phase I trial consists of three cohorts of three patients 
each, receiving escalating dosages through the progression of cohorts. The safety 
committee meets after the last patient in each cohort has received three injections, 
analyzes the resulting data, and grants its approval to proceed to the next cohort of 
patients.  We expect Phase II of the trial to initiate in Q3 of this year, several months 
prior to the official end of Phase I.

Operational Update
Scancell continues its work towards expanding its portfolio by testing numerous 
candidates for what will eventually become SCIB2. While the Company will not make 
any official announcements on its progress until it has sound, reproducible anti-tumor 
data in hand, it has conveyed to us that its initial data looks extremely promising. 
To date, Scancell has worked to put relevant epitopes into the Immunobody structure 
and demonstrate a high avidity response. Now, the next step entails testing these 
candidates in animal tumour models (in vivo). We are encouraged by the pace of 
the progress and would not be surprised to see a statement from the Company on its 
development of SCIB2 before the end of the calendar year. The key goal, however, 
remains for Scancell to have animal data in hand when it negotiates a licensing 
agreement or sale of its assets, estimated to be in late 2012 or early 2013. 

Financial Update
The operating results for the six month period ended October 31, 2010 were in-
line with our estimates. The cash in the bank at the end of the six month period 
totaled £1,740,925. With an estimated average burn rate of £100,000 per month, 
we believe the Company is currently holding approximately £1.4 million in cash and 
cash equivalents.  The cash burn is likely to be closely tied to the pace of patient 
recruitment. As this pace is expected to accelerate, so shall the cash burn. With the 
delays encountered to date with the Phase I trial likely to delay the receipt of licensing 
revenues, cash totals would likely run too low for comfort as the Company neared the 
end of the Phase II trial in late 2012. As a result, we believe it is likely, and prudent, 
that Scancell will seek out additional funds in the capital markets later this summer, 
prior to the start of its Phase II trial. While additional dilution would result, the 
funds will place the Company in a much stronger negotiating position with potential 
partners.  

Conclusion
As is typical with almost all early stage biotech companies entering the clinic, 
Scancell has had to adapt to unexpected challenges over the past couple of quarters. 
While it may be too early to declare victory over these challenges, we have been 
impressed with the ability of this management team to adjust to situations in an 
expeditious manner and seek out professional, alternative solutions. We still believe 
that the clinical efficacy of the compounds will carry the day and decide the ultimate 
outcome of this Company. However, the ability of management to navigate the recent 
delays in the ongoing clinical trial has us confident in the leadership qualities of this 
group and should prove invaluable as the business matures. 

Update &  
Overview
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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. 

Profit & Loss
Year ending April (£000's) 2009A 2010A 2011E 2012E

Revenues

Upfront payments 0 0 0 0

Milestone payments 0 0 0 0

Licensing/royalty revenues 0 0 0 500

Net revenues 0 0 0 500

Development costs 648 1,069 650 500

Other development costs 0 0 121 133

Gross profits (648) (1,069) (771) (133)

Administrative expenses 428 751 851 751

Other income 213 38 0 0

Depreciation 27.77 22.65 22.99 23.29 

Profit from operations (891) (1,805) (1,645) (908)

Interest income 57 2 2 1

Pretax income (834) (1,803) (1,643) (907)

Tax — — — —

Tax credit (48) (66) (50) (50)

Net tax (48) (66) (50) (50)

Net income (786) (1,737) (1,593) (857)

EPS (p) (9.4) (16.2) (10.0) (5.4)

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

Non-current assets

Property plant & equipment 82 132 134 135

Goodwill 3,415 3,415 3,415 3,415

Total 3,497 3,547 3,549 3,551

Current assets

Debtors 405 123 123 123

Cash & equivalents 1,519 2,830 1,235 377

Total 1,924 2,953 1,358 499

Total assets 5,421 6,500 4,907 4,050

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

Current liabilities

Creditors 167 452 452 452

Total 167 452 452 452

Net assets 5,254 6,048 4,455 3,598

Shareholder's equity

Total equity 5,254 6,048 4,455 3,598

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

Operating profit (loss) (891) (1,828) (1,645) (908)

Depreciation charges 28 23 23 23

Govt Grants & Decrease/
(Increase) in debtors (312) 141 0 0

Increase in creditors 78 160 0 0

Net cash from operations (1,098) (1,504) (1,622) (884)

Cashflow from investing 

Property plant & equipment 
purchases (23) (72) (25) (25)

Taxation 39 190 50 50

Returns on investments and 
servicing of finance 57 2 2 1

Acquisitions 880 0 0 0

Net cash from investing 
activities 952 121 27 26

Cashflow from financing 
activities

 Net issue of ordinary shares 1,665 2,695 0 0

Net cash from financing 1,665 2,695 0 0

Net increase (decrease) in 
cashflow 1,519 1,311 (1,595) (859)

Opening cash equivalents 0 1,519 2,830 1,235

Closing cash equivalents 1,519 2,830 1,235 377

Financials

Source: Objective Capital


