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ProSt rakan Group plc 
 
Prelim inary results for  the year ended 3 1  Decem ber 2 0 0 6  
 
Transform ing year posit ions ProStrakan for grow th and sustainable profitability 
 
Galashiels, Scot land, 2 8  March 2 0 0 7  -  ProSt rakan Group plc (LSE:  PSK) , the European 
specialty pharm aceut ical com pany, announces today it s unaudited prelim inary results for the 
year ended 31 Decem ber 2006. 
 
Operat ing highlights 

• Sancuso™ ( t ransderm al graniset ron patch for  chem otherapy- induced nausea and 
vom it ing)  t o be f iled for regulatory approval in EU and US dur ing 2007, following 
successful Phase I I I  t r ial  

• Tost ran™ ( testosterone gel)  and Rectogesic™ (nit roglycer in ointm ent  for the 
t reatm ent  of pain in chronic anal f issures) :  
o Successfully com pleted EU regulatory approval process;  launches now underway 
o Key wor ldwide r ights, including North Am erica, acquired on m ilestone and 

royalt y free basis. Pivotal US clinical t r ials in preparat ion 
o Out - licensed r ights for CEE and CI S 

• Rapinyl™ ( for cancer breakthrough pain)  and Droper idol ( for post -operat ive nausea 
and vom it ing)  subm it t ed for regulatory approval in EU 
o Out - licensed r ights for CEE 

• Disposal of Proskelia Discovery unit  to Galapagos for up to ¼��P�� ZLWK� ULJKWV� WR�

Am gen and Novart is collaborat ions and certain other proj ects retained.  Annual cash 
burn reduced by c. £9m   

• Adcal D3™ ( for osteoporosis)  achieves m arket  share of 36.9%  (cash)  and 42.6%  
(volum e), consolidat ing m arket  leadership in UK 

 
Financial highlights 

• Revenue up by 22%  to £38.5m  (£31.5m ) 
o Ongoing like- for- like product  sales revenue up by 23%  to £33.6m  
o Sales of lead product , Adcal D3™, up 29%  to £13.0m  (£10.1m ) 

• Gross profit  up by 39%  to £23.0m  
• R&D expenditure r ises to £10.7m  (£8.7m ) as lead projects progress through late 

stage t r ials 
• Operat ing loss (before discont inued operat ions)  of £18.3m  (£19.6m ) 
• Retained loss ( including discont inued operat ions)  of £29.6m  (£33.8m ) ;  loss per 

share reduced to 15.4 p (21.5p)  
• Placing during the year raised £11.3m ;  net  cash at  per iod end of £20.5m  
• £50 m illion debt  facilit y entered into today – see separate press release 

 
Com m ent ing on the results, Dr W ilson Tot ten, CEO of ProSt rakan , said:  “2006 has been a 
t ransform ing year for ProSt rakan, with the Com pany having been substant ially reposit ioned to 
focus on the regulatory approval and global com m ercialisat ion of it s late stage product  
port folio.  All four lead products, each of which we believe has sales potent ial in excess of 
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$100m , m ade progress towards m arket  launch during the year and we shall be cont inuing the 
regulatory process for  each dur ing 2007, with revenue cont r ibut ions from  these products 
expected to clim b from  the second half of t his year and during 2008. 
 
“With t he divestm ent  of the Com pany’s Discovery unit  having also been successfully com pleted 
dur ing 2006, deliver ing substant ial savings in cash burn, as well as the financing facilit y  
separately announced today, ProSt rakan is now well posit ioned to achieve it s object ive of 
creat ing a sustainable, rapidly growing and profitable specialty pharm aceut ical com pany.”   
 
For m ore inform at ion, please contact : 
 
ProSt rakan  
Wilson Tot ten, CEO 
Adr ian Gardner, CFO 

Today:            + 44 (0)20 7831 3113 
Thereafter :      + 44 (0)1896 664000 
 

  
Financial Dynam ics + 44 (0)20 7831 3113 
David Yates /  Anna Keeble  
 
 
A presentat ion and conference call for analysts will be held today at  8.30am  at  the offices of 
Financial Dynam ics, Holborn Gate, 26 Southam pton Buildings, London WC2A 1PB.  Please call 
Mo Noonan for further details on 020 7269 7116. 
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ProStrakan prelim inary results 
 
 
I n t roduct ion 
 
ProSt rakan m ade real progress on m any fronts in 2006 towards it s goal of becom ing a 
profitable, sustainable, internat ional specialty pharm aceut ical com pany.  Cont inued organic 
growth was supplem ented by advances on all of our near- to- launch developm ent  program m es.  
M&A and licensing played their part :  we acquired the North Am erican r ights to two of our key 
European products and disposed of our Discovery business, thereby allowing us to concent rate 
our f inancial resources on growing our business through product  launches and late stage 
clinical t r ials.  As a result , we believe we are well on t rack to achieve our target  of break-even 
dur ing 2009 and sustainable profitabilit y t hereafter .  The debt  facilit y  that  we have entered 
into today and announced in a separate press release is another m arker of our confidence in 
the profitable future of the Com pany and of our intent  to create value for exist ing 
shareholders.   

 
Financial results 

Turnover for t he year increased to £38.5 m illion or by 22% .  The great  m ajorit y of turnover 
arose from  the sales of our products by our sales forces and was der ived from  organic rather 
than acquired growth:   organic product  sales growth was 23% , br inging product  sales to £33.6 
m illion.  Operat ing costs rem ained t ight ly  cont rolled and consequent ly the operat ing loss at  
£18.3 m illion was in line with expectat ions.  This operat ing result  is stated before taking 
account  of discont inued operat ions (being our Par is-based Discovery act ivit y which was sold 
dur ing the year)  with t he after tax result  aft er discont inued operat ions being a loss of £29.6 
m illion.  Cash on hand at  the year end was £20.5 m illion.  These result s represent  a highly 
sat isfactory year on a financial basis com bined with significant  progress in both the pipeline 
and support ing infrast ructure.  

 

Debt  financing 

The secured debt  facilit y has a five year t erm  and has no scheduled capital repaym ent  
obligat ions during the first  three years.  Am ounts m ay be drawn down by reference to the level 
of sales from  key products recorded by ProSt rakan in t he prior twelve m onth per iod.  There is 
an init ial com m it ted drawdown capabilit y of £30 m illion on com plet ion of all condit ions 
precedent , of which ProSt rakan has now drawn down £20 m illion.  I nterest  is generally 
charged at  a rate of ( i)  the greater of either 3 m onth LI BOR or 5%  plus ( ii)  a m argin of 
between 5.0%  and 5.5% .  I n addit ion, t he lenders will be issued with warrants over 
approxim ately 5.0 m illion shares (represent ing 2.5%  of current  shares in issue) .  The warrants 
have a ten year life and an exercise pr ice of 98.052p per warrant . 

 
Strategic overview  

During the course of t he year, we took the decision to divest  our Discovery business and this 
was successfully  sold in Decem ber t o Galapagos for an exit  pr ice of up to ¼��P.   We had 
gained m any things from  its ownership and, t hrough the st ructure of the sale, will cont inue to 
have an ongoing interest  in m any aspects of it s act ivit ies without  having to bear the costs of 
running the unit .  However, t he lead t im e unt il any of the proj ects would have becom e 
products for com m ercial sale was sufficient ly  long – and our in- licensing act iv it y has been 
consistent ly successful – that  we concluded that  the annual cash running costs could be bet ter 
deployed in other areas of our business, dr iv ing near- term  revenues.  Our low r isk approach to 
product  acquisit ion and developm ent  cont inued to bear fruit  as all our key program m es 
successfully achieved m ajor m ilestones.  The key elem ents of our business m odel rem ain:  

• Focusing on revenue and earnings growth  

• Driv ing the sales of our exist ing in-m arket  and near- to-m arket  products  
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• Expanding our EU sales and m arket ing capabilit y  

• Com m ercial ent ry into t he US 

• An act ive approach to licensing and M&A 

• Select ive investm ent  in our developm ent  port folio 

We believe that  t his approach will create the m ost  value for shareholders over t im e. 

 
Corporate developm ent  

I n an act ive year, we built  on the buy-out  of the Rectogesic™ royalty obligat ions and in-
licensing of Rapinyl™ towards the end of 2005 by undertaking a placing of shares in July which 
raised £11.3 m illion to cover t he costs of these t ransact ions.  We then succeeded in partner ing 
two of our discovery program m es with excellent  partners, Am gen and Novart is, pr ior t o 
divest ing our Discovery unit  to Galapagos.  We retain the m ajor ity of t he financial upside from  
these two partnered program m es. 

Perhaps in t im e the m ost  significant  t ransact ion of this year will be seen to have been that  
whereby we bought  out  the European m ilestone and royalty st ream  to Tost ran™ from  its 
licensor, Cellegy, and also acquired in the sam e t ransact ion substant ially all of the rem aining 
wor ldwide r ights, including the US rights, to both Tost ran™ and Rectogesic™.  Together with 
our own-developed product , Sancuso, we now have a plat form  around which to create a 
potent ially highly profit able com m ercial business in the US and finding an ent ry point  into t he 
US m arket  will be a pr iorit y for us dur ing the com ing year. 

We also cont inue to generate value from  assets in geographic areas in which we do not  intend 
to build our own sales forces.  We sub- licensed the Cent ral and East  European r ights and 
certain other j ur isdict ions to external partners for Tost ran™, Rectogesic™ and Rapinyl™. We 
also disposed of t he r ights to two sm aller  products, Zindaclin™ and Siklos™. 

 
Sales & Dist ribut ion 

During 2006 we have com pleted the integrat ion of the acquisit ions that  were achieved in 2004 
and 2005.  These acquisit ions brought  us the infrast ructure to launch our f irst  pan-EU 
products, the effect  of which will start  to be seen during this year and, to a greater extent , in 
2008. 
 
As a result , t he revenue from  product  sales is in a state of t ransit ion:   the m ajor ity  of t he 
revenues for 2006 cam e from  a wide range of products, m any of which face gener ic 
com pet it ion and are sold in only one geographical m arket .  Over t im e, the relat ive im portance 
of t hese products will be replaced by our new products which have greater different iat ion, 
bet ter  intellectual property protect ion and m uch higher peak sales potent ial.   
 
I n these circum stances,  the 16%  increase in revenues in 2006 over the previous year reflects 
a solid perform ance across the board of our m arketed product  port folio.  The increase in sales 
of our current ly-m arketed products in t he m arket  was 23% , represent ing significant  organic 
growth.   
 
A network of highly exper ienced Count ry General Managers leads a specialty sales force of 
approxim ately 170 people, augm ented from  t im e to t im e by addit ional cont ract  resources 
where appropr iate.  The focus of the selling effort  is m ainly in t he UK, Germ any, France and 
Spain but  in addit ion the Group has a lim ited com m ercial presence in Sweden, Belgium , t he 
Nether lands and Greece and sells to certain other count r ies on an export  basis.  The UK sales 
force pr incipally  targets high-prescribing general pract it ioners and specialists, whilst  on the 
Cont inent  our sales and m arket ing act iv it ies are pr im ar ily  aim ed at  specialist  physicians. 
 
Adcal D3™ 

Adcal D3™, the Group’s current  top selling m edicine, is a branded calcium  and vitam in D3 oral 
supplem ent , used as an adjunct  to specific therapy for  the t reatm ent  of osteoporosis.  The 



-  5 -  

Group acquired the UK rights to the product  in 1997 and sales – and m arket  share -  have 
grown st rongly year on year ever since it s launch in 1999.  With sales of £13.0 m illion in t he 
year under review, Adcal D3™ grew by 29%  over 2005 and has consolidated it s posit ion as the 
single product  leader in it s m arket  segm ent  in t he UK, both in cash and volum e term s. 
 
Rectogesic™ 

Rectogesic™, a topical nit roglycerin ointm ent  indicated for the t reatm ent  of pain associated 
with chronic anal f issures, has cont inued the st rong growth shown since it s launch in May 
2005.  I t  is the only prescript ion m edicine licensed specif ically for t he relief of this condit ion 
and has been supported by a powerful and award-winning advert ising cam paign. 
 
The Group acquired certain com m ercialisat ion r ights to Rectogesic™ from  Cellegy 
Pharm aceut icals I nc in Decem ber 2004 and, following the UK launch, and having received 
further m arket ing author isat ions subsequent  to successful com plet ion of the EU m utual 
recognit ion procedure, is now being launched in certain other European count r ies from  the first  
half of 2007.  The init ial launch in Germ any in January 2007 appears to be following the 
successful path achieved in t he UK.  Dur ing the year, sales of Rectogesic™ (all in the UK) were 
£1.8 m illion, an increase of 207%  over 2005. 
 
Tost ran™ 

Tost ran™ is a testosterone gel product  indicated for  the t reatm ent  of m ale hypogonadism , t he 
European r ights to which we in- licensed from  Cellegy in July 2004.  We launched the product  in 
Sweden in Septem ber 2005 and,  having received further m arket ing author isat ions subsequent  
to successful com plet ion of the EU m utual recognit ion procedure, is now being launched in 
certain other European terr it or ies from  the first  half of 2007.  Although Sweden is a sm all 
m arket  in t erm s of size and a product  of t his type takes som e t im e to escalate sales, t here is 
an ear ly dem onst rat ion of the product ’s potent ial to be a significant  near- term  revenue dr iver 
for t he business.  Sales of Tost ran™ in the sm all Swedish m arket  were £0.2 m illion, a 
significant  increase over the 4 m onths after launch in t he previous year. 
 
The European androgen deficiency m arket  is st ill relat ively underdeveloped.  Testosterone 
Deficiency Syndrom e prevalence is known to increase with age, som e est im ates suggest ing 
9%  of m en under 49 years of age suffer from  the condit ion, r ising steeply to 91%  in m en over 
80 (1) .  As the populat ion grows and dem ographics shift  t owards an ageing populat ion, a 
higher proport ion of the populat ion is forecast  to be affected by hypogonadism .  Given the 
associat ion between low testosterone, type 2 diabetes and cardiovascular disease, and the fact  
that  growth in the circa $500 m illion testosterone replacem ent  m arket  in the USA has 
predom inant ly arisen from  the growth in sales of gels, Tost ran™ represents an except ionally  
at t ract ive opportunity for signif icant  revenue growth in the near- term . 
 
(1) :  Harman SM, Met ter EJ, Tobin JD et  al.  Longitudinal effects of ageing on serum total and free t estosterone levels 

in healthy men.  J Clin Endocrinol Metab;  86(2) :  724-731.)  

 
Droper idol 

Droper idol is a branded inj ectable drug pr im arily indicated for t he t reatm ent  of post -operat ive 
nausea and vom it ing (PONV) in hospitals.  The m ain EU m arket  for this product  is France but  
ProSt rakan also supplies it  t o certain other European count r ies.  I n-m arket  sales in 2006 
increased by 9%  to £3.6 m illion.  Alt hough this is a product  which has been on the m arket  for  
m any years, because it  does not  have a m arket ing author isat ion in m ost  EU terr itor ies, we are 
seeking expanded EU approvals to enable m ore widespread m arket ing to be carr ied out .  The 
success that  we have had since this product  was in- licensed by our French subsidiary in 2001 – 
where sales have grown approxim ately nine- fold since that  t im e – suggests that  we should be 
able to cont inue growing this product  with addit ional t err itor ies where it  m ay be m arketed. 
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I sotard XL™ 

Sales of our UK-only branded cardiovascular oral drug for the t reatm ent  of angina grew by 
11%  to £4.6 m illion, cont inuing a st rong volum e growth t rend which has been evident  since it  
was in- licensed in 2001.  I sotard XL com petes effect ively in a pr ice-sensit ive m arket  segm ent  
and has grown m arket  share of it s m arket  segm ent  every year since it  was acquired.  Although 
the perform ance over m any years has been im pressive, we do not  ant icipate that  further 
significant  m arket  share gains will be m ade. 
 
Tebetane™ 

Our branded oral t reatm ent  for m ild benign prostat ic hyperplasia (BPH) recorded sales of £3.2 
m illion for t he year, unchanged from  last  year.  I t  is current ly m arketed only in Spain where it  
is the Group’s largest  product  by sales.  I t  is a phytopharm aceut ical product  derived from  a 
plant  ext ract , in a segm ent  of the m arket  which is start ing to show som e decline. 
 
Other products 

ProSt rakan sells a num ber of other m ainly count ry-specific products throughout  the m any of 
the m ajor m arkets in Europe.  Taken together, they achieved sales of £7.2 m illion in 2006 
com pared to £6.0 m illion in 2005.  These products are a m ix of branded generics, hospital 
products and m ore general products.  As noted ear lier, t he m arket  environm ent  for a num ber 
of t hese products has becom e m ore challenging and, in certain m arkets, som e significant  pr ice 
pressure is evident .   However, t hese products only form  a relat ively sm all percentage of our 
revenue and we ant icipate that  t his percentage will decline over t im e as we launch the bet ter-
different iated and protected products from  our pipeline. 
 
Research & Developm ent  

Following the divestm ent  of the Discovery unit  dur ing 2006, our Developm ent  act iv it ies are 
now pr im ar ily focused towards products in late-stage clinical t rials or in regist rat ion as well as 
in m aintaining our on-m arket  products. 
 
The program m es current ly being taken forward by the Group have the prospect  of peak sales 
that  are m aterially higher t han our current ly m arketed products and benefit  from  substant ial 
intellectual propert y protect ion and, in m ost  cases, worldwide com m ercialisat ion r ights.  As 
part  of our st rategy of r isk m it igat ion, the m ajorit y of our late-stage program m es ut ilise novel 
delivery system s of known pharm aceut ical ingredients for given therapeut ic indicat ions, 
reducing the r isk of failure to com plete the developm ent  of such product  candidates. 
 
Rectogesic™ -  USA 

I n July 2006, the Food and Drug Adm inist rat ion (FDA)  granted Rectogesic™ (Cellegesic in the 
US)  “approvable”  status in t he US, condit ional upon a further clinical t rial being successfully  
conducted.  As a result  of acquir ing substant ially all the rem aining wor ldwide r ights to 
Rectogesic™ from  Cellegy Pharm aceut icals I nc in late 2006, we are now planning this f inal 
conf irm atory study.  Upon successful com plet ion of the t r ial, t he result s would be subm it ted to 
the FDA with a view to pursuing full US approval. 
 
Tost ran™ - USA 

I n the US, the FDA has previously deem ed Tost ran™ (Fort igel in the US) to be “not  
approvable” .   However, t he FDA has now provided Special Protocol Assessm ent  (SPA)  
regarding a potent ial further clinical t r ial which, if successfully concluded, could lead to 
approval of this product .   As a result  of acquir ing substant ially  all t he rem aining wor ldwide 
r ights to Tost ran™ from  Cellegy Pharm aceut icals I nc in late 2006, we are now planning this 
further clinical study.  Upon successful com plet ion of the t r ial, the results would be subm it ted 
to t he FDA with a v iew to pursuing full US approval. 
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Rapinyl™ 

During the year, Rapinyl™ was subm it ted for approval in the EU using the Decent ralised 
Procedure (DCP).  Whilst  it  is t oo early to predict  the precise outcom e of this regulatory review 
with certainty, we rem ain confident  in the prospects for  this pat ient - fr iendly form ulat ion of 
fentanyl, a long-established opioid drug for  the m anagem ent  of sudden surges of pain 
( referred to as breakthrough pain)  often exper ienced by pat ients suffering from  cancer.  
Should this drug be approved, we ant icipate that  it  could becom e ProSt rakan’s largest  selling 
product  within the EU and we are planning for it s launch from  the end of t he current  year and 
into early 2008, depending on the t im ing of issuance of nat ional licences. 
 

Sancuso™ 

Sancuso™ is a novel t ransderm al patch containing graniset ron to t reat  chem otherapy- induced 
nausea and vom it ing (CI NV) .  Many pat ients undergoing chem otherapy experience acute 
em esis eit her im m ediately after chem otherapy or for up to five days thereafter .  Som e pat ients 
even suffer in t he period leading up to chem otherapy in ant icipat ion of what  is to com e.  5-HT3 
receptor antagonists are used extensively to t reat  this dist ressing side-effect .  
 
ProSt rakan’s t ransderm al patch delivers graniset ron, an established 5-HT3 receptor antagonist , 
steadily into t he bloodst ream  without  t he need for inj ect ion or having to swallow pills. During 
the year we obtained posit ive results from  the pivotal Phase I I I  program m e on Sancuso in 
pat ients undergoing m ult i-day chem otherapy. 
 
The study m et  it s prim ary eff icacy endpoint , dem onst rat ing that  a single applicat ion of the 
Sancuso™ patch prevented nausea and vom it ing over t he course of m ult i-day chem otherapy 
with efficacy com parable to repeat  daily doses of oral graniset ron.  The safety profile for 
Sancuso™ shows no new or unexpected adverse events result ing from  the t ransderm al 
delivery of graniset ron com pared to oral delivery. I n part icular, Sancuso™ was well tolerated 
at  the applicat ion sit e.  Based on these results, ProSt rakan expects to file regulatory 
subm issions for  Sancuso™ in t he US and throughout  t he EU in the current  year. 
 
Droper idol 

Droper idol is a branded inj ectable drug pr im ar ily indicated for t he t reatm ent  of post -operat ive 
nausea and vom it ing (PONV) in hospitals.  Droper idol has been on the m arket  in certain 
count r ies for m any years.  I n order t o enable us to m arket  this product  m ore widely, we 
subm it ted Droper idol ( t o be branded Xom olix in som e count r ies)  for approval in t he EU using 
the Decent ralised Procedure.  We current ly  await  t he outcom e of that  regulatory review and 
are planning for the launch of t his product  in addit ional m arkets from  early next  year.  
 
Testosterone Glucoside (TG)  

Testosterone-glucoside is a patented m olecule being developed as an oral t estosterone 
replacem ent  therapy for hypogonadal m en.  The target  is to use a testosterone pro-drug to 
provide oral testosterone replacem ent  whilst  avoiding high system ic testosterone exposure.  
This proj ect  could offer significant  com m ercial opportunit ies for  an oral testosterone 
replacem ent  therapy which offers pat ients the prospect  of a safe and m ore convenient  m ode 
of adm inist rat ion than the current  pr incipal m ethods of gels, inject ions, patches or buccal 
tablets. 
 
Topical Nit r ic Oxide (TNO) 

This product  candidate is intended for  use as a topical t reatm ent  for  onychom ycosis, a chronic 
fungal condit ion of the nail and nail bed.  Current ly available t reatm ents for t he condit ion 
include oral and topical therapies.  The leading oral t herapies carry the r isk of unwanted side-
effects. Exist ing topical therapies can have lim ited efficacy. ProSt rakan’s TNO technology gets 
around this problem  by releasing nit r ic oxide at  the t im e of topical applicat ion and through 
subsequent  interact ion with t he nail.   This proj ect  is available for out - licensing. 
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Oest radiol glucoside (E2G) 

I ntended for use as an oral therapy in the t reatm ent  of sym ptom s of the fem ale m enopause, 
oest radiol glucoside offers the possibilit y  of achieving therapeut ic levels of oest radiol w it h 
lower overall system ic exposure.  This program m e now has the potent ial to be taken forward 
by Galapagos NV (concluded as part  of t he disposal of our Discovery unit  to Galapagos)  
whereby Galapagos has received an opt ion to develop and enter  into an exclusive wor ldwide 
licence for this program m e. 
 
Topical ant i-androgen 

Our topical non-steroidal ant i-androgen form ulat ion is for t he t reatm ent  of alopecia, including 
m ale pat tern baldness. Exist ing therapies, include topical and oral products, can have lim ited 
efficacy.  This project  is available for  out - licensing. 
 
Trim egestone patch 

This product  candidate is a t ransderm al patch form ulat ion of t r im egestone (a progest in)  
intended for use as a fem ale cont racept ive, with or without  an oest rogen, with potent ial also 
in HRT.  Last  year we announced that  we had reached an agreem ent  with Duram ed 
Pharm aceut icals I nc in relat ion to this product  candidate although, following a port folio 
review, Duram ed has now decided not  t o take this program m e forward and all r ights have 
reverted to us. This product  is available for  out - licensing. 
 
Other Research act iv it ies 

Earlier in 2006, pr ior t o the sale of t he Discovery unit , ProSt rakan entered into two separate 
licensing agreem ents.  The first ,  wit h Am gen, was for the program m e associated with 
com pounds addressing renal disease;   t he second, with Novart is, related to novel ant ibody 
approaches to bone disease.  These agreem ents went  a long way to underscor ing the qualit y  of 
the science that  t his unit  was producing.  Although the Com pany has a cont inuing financial 
interest  in t hese two program m es as it  w ill receive 75%  of all future m ilestones and royalt ies – 
and m ore generally through an earn-out  m echanism  it  has a financial interest  relat ing to all 
the other program m es – the Com pany does not  intend to invest  further in such early-stage 
program m es in the near future.  One of the m ore prom ising program m es, to address cachexia, 
was the subject  of a separate agreem ent  with Galapagos whereby it  w ill take this program m e 
forward and, assum ing that  the program m e reaches proof of concept  stage in hum ans, the 
Com pany has a r ight  of f irst  refusal on defined term s to re- licence this program m e back.  No 
financial cont r ibut ion is required of t he Com pany for t his program m e unt il such t im e. 

 
People 

ProSt rakan has a dedicated workforce that  br ings m any disparate skills to bear in growing and 
developing the Com pany.  Sales and m arket ing, drug developm ent  and associated clinical and 
regulatory act iv it y ,  business developm ent , support  services and adm inist rat ion are all essent ial 
skills and are being dem onst rated in act ion every day.  We thank all of our em ployees for t heir  
cont r ibut ion to the very considerable progress that  has been m ade dur ing the year. 

After  6 years on the Board, Michael Bennet t  stepped down as a non-execut ive director at  t he 
conclusion of our last  AGM.  The Board would like to t hank him  for his considerable 
cont r ibut ion to the developm ent  of t he Com pany over t his t im e. 

 
Out look 
 
2006 has been a t ransform ing year for  ProSt rakan, with the Com pany having been 
substant ially reposit ioned to focus on the regulatory approval and global com m ercialisat ion of 
it s late stage product  port folio.  All four lead products, each of which we believe has sales 
potent ial in excess of $100m , m ade progress towards m arket  launch dur ing the year and we 
shall be cont inuing the regulatory process for  each during 2007, with revenue cont r ibut ions 
from  these products expected to clim b from  the second half of t his year and dur ing 2008.   
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With t he divestm ent  of the Com pany’s Discovery unit  having also been successfully com pleted 
dur ing 2006, deliver ing substant ial savings in cash burn, as well as the financing facilit y  
separately announced today, ProSt rakan is now well posit ioned to achieve it s object ive of 
creat ing a sustainable, rapidly growing and profitable specialty pharm aceut ical com pany.  
 
 
Financial review  

 
Results of operat ions 

Following com plet ion of the sale of our Discovery unit , ProSkelia, t he results of that  unit  for the 
year to date of disposal and associated profit / loss on sale are shown as discont inued 
operat ions.  The incom e statem ent , statem ent  of changes in equity,  cash flow statem ent  and 
related notes for t he year ended 31 Decem ber 2006 are subject  to com plet ion of the audit  and 
m ay also change should an adjust ing event  occur before the approval of t he Annual Report , 
expected to be in late April.  
 
Figures in brackets refer t o the results for t he com parat ive year of 2005 on a like- for- like I FRS 
basis. 
 
Revenue 

Total revenue for t he year was £38.5 m illion (£31.5 m illion) , an increase of 22% .  Of this total,  
£33.6 m illion (£31.1 m illion)  related to sales of pharm aceut ical products, a growth of 8%  with 
the balance represent ing royalty, licensing or other incom e.  Excluding Sandoglobulin, a 
product  for im m unodeficiency for which our dist r ibut ion agreem ent  expired, in accordance with 
it s term s, in June 2005, the com parat ive figure for 2005 would have been £27.4 m illion and 
the growth in product  sales on a like- for- like basis is therefore 23% . 
 
Sales of our key products were as follows:  
 

Product  Sales for year 
to 31/ 12/ 06 

(£m )  

Sales for year 
to 31/ 12/ 05 

(£m )  

Growth 

Adcal D3™ 13.0 10.1 + 29%  
Rectogesic™ 1.8 0.6 + 207%  
Tost ran™ 0.2 0.02 + 957%  
Droper idol 3.6 3.3 + 9%  
I sotard 4.6 4.2 + 11%  
Tebetane 3.2 3.2 -%  

 
I n other revenues of £4.9 m illion (£0.4 m illion) , licensing incom e accounted for £4.7 m illion 
(£0.3 m illion) .  This incom e arises from  a num ber of t ransact ions com pleted during the course 
of t he year of which the largest  elem ents are ( i)  t he part ial recognit ion of certain up-front  
paym ents and a first  m ilestone received by our Discovery unit  prior to it s disposal and ( ii)  the 
out - licensing of Zindaclin™.  The balance of t he rem aining am ounts of the up- front  paym ents 
from  ( i)  above are expected to be recognised in 2007 (c. £2.7 m illion)  and 2008 (c. £0.4 
m illion)  respect ively. 
 
Cost  of sales 

Cost  of sales represents ( i)  the cost  of products sold ( ii)  t he non-cash am ort isat ion of the 
capitalised value of product  r ights either acquired as part  of com pany acquisit ions or in-
licensed as stand alone agreem ents and ( iii)  paym ents due from  licensing incom e received.  
The total gross m argin percentage after allowing for cost  of sales was 59.8%  (52.6% ).  As a 
result  of having acquired a num ber of products through in- licensing or from  acquir ing 
com panies, t he value of the product  r ights so acquired has been capitalised and is being 
am ort ised over a period of years through the incom e statem ent .  The am ort isat ion of product  
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r ights, including im pairm ent  charges, recorded in cost  of sales was £2.4 m illion (£2.3 m illion) .   
The cash gross m argin from  product  sales alone increased to 66.5%  (60.0% ) of product  sales.  
This increase in gross m argin arose from  changes in t he m ix of products sold t owards ones 
with higher gross m argins and, in certain instances, towards products where we have been 
able to buy out  a royalt y st ream  or otherwise negot iate m ore advantageous term s. 
 
Operat ing expenses 

Dist r ibut ion costs in the year were £21.5 m illion (£19.8 m illion) .  This increase result ed in part  
from  prepar ing our com m ercial infrast ructure for t he roll out  of our new pan-European 
products and in part  from  an acquisit ion m ade in the pr ior  year (so that  the sales and 
m arket ing expenses of that  acquired com pany were included for  only part  of t he prior year) . 
 
Research and developm ent  expenses in t he year were £10.7 m illion (£8.7 m illion) .  Both these 
figures exclude the costs of our Discovery unit  which are separately shown within discont inued 
operat ions.  These costs relate pr im arily to em ployee costs and the costs of undertaking 
clinical and other t r ials and other regulatory support  act iv it ies and so m ay vary from  year to 
year.  The m ajor non-em ployee costs in the year under review related to the Phase I I I  t r ial 
undertaken on Sancuso™ and the Phase I I I b/ I V Tim es 2 t r ial for Tost ran™. 
 
General and adm inist rat ive expenses were £7.9 m illion (£7.8 m illion) .  The increase of less 
than 1%  represents a focus on keeping overheads down so as to perm it  our cash spend to be 
used in expanding our com m ercial operat ions or  invest ing in research and developm ent . 
 
The im pairm ent  of intangibles charge of £1.3 m illion (£Nil) ,  as noted in our inter im  statem ent , 
is a non-cash charge that  arose on the disposit ion by the Com pany of it s interest  in Sik los, a 
product  for sick le cell disease. 
 
Discont inued operat ions 
The figures for discont inued operat ions relate to the Discovery unit  located near Par is which 
was sold to Galapagos NV in Decem ber 2006.  The am ount  of £12.3 m illion (£16.6 m illion)  is 
m ade up from  the operat ing loss dur ing the year of £10.0 m illion (£16.6 m illion)  and the loss 
on sale of £2.3 m illion (£Nil) .  
 
I n tangible assets 

The increase in intangible assets to £40.0 m illion from  £38.6 m illion prim ar ily represents the 
acquisit ion of addit ional r ights to Tost ran™ and Rectogesic™ from  Cellegy Pharm aceut icals I nc, 
provision for an addit ional m ilestone for Rapinyl™ and Tim es 2 study costs on Tost ran™, all as 
offset  by the annual am ort isat ion charge. 
 
Cashflow  

During 2006, cash consum ed in operat ions was £18.6 m illion (£27.8 m illion) .  The reduct ion 
result ed from  an increased cont r ibut ion from  our com m ercial act iv it ies and a reduced level of 
spending on research and developm ent .  I nvest ing act iv it ies consum ed a further £10.6 m illion 
(£6.1 m illion) .  Dur ing the course of the year f inancing act iv it ies raised net  cash of £11.0 
m illion (£39.0 m illion)  prim ar ily from  the placing of shares undertaken in July.  As at  the end 
of t he year, cash on hand was £20.5 m illion (£38.7 m illion) .   
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Consolidated balance sheet  (unaudit ed)     

     

  
 
 3 1  Decem ber 

 
 3 1  Decem ber 

   2 0 0 6    2 0 0 5  

  £’000  £’000 

Assets     

Non- current  assets     

I nvestments  6,316  -  

I ntangible assets  39,979  38,642 

Property, plant  and equipment   1,251  6,381 

Research and developm ent  tax credit s receivable   766   6,252 

    48,312   51,275 

Current  assets     

I nventories  3,697  3,463 

Trade and other receivables  9,168  6,412 

I ncome tax receivable  96  233 

Research and developm ent  tax credit s receivable  1,049  1,435 

Cash and cash equivalents   20,513   38,730 

    34,523   50,273 

Liabilit ies     

Current  liabilit ies     

Trade and other payables  24,880  19,147 

Provisions for other liabilit ies and charges   101   2,143 

    24,981   21,290 

Net  current  assets   9 ,5 4 2    2 8 ,9 8 3  

Non- current  liabilit ies     

Ret irement  benefit  obligat ions  32  323 

Other non-current  liabilit ies  8,937  8,517 

Provisions for other liabilit ies and charges   40   2,103 

    9,009   10,943 

Net  assets   4 8 ,8 4 5    6 9 ,3 1 5  

EQUI TY     

Capital and reserves at tr ibutable to the Com pany’s     

equity holders     

Share capital  169,565  158,786 

Other reserves  76,252  77,911 
Cumulat ive t ranslat ion adjustm ents    -  

Retained earnings   (196,972)    (167,382)  

Total equity   4 8 ,8 4 5    6 9 ,3 1 5  
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Consolidated incom e statement (unaudited)    

     Restated 

  
 Year ended  
 3 1  Decem ber   

 Year ended  
 3 1  Decem ber 

   2 0 0 6    2 0 0 5  

  £’000  £’000 

     

Revenue  38,459   31,508 

Cost  of goods sold   (15,445)    (14,949)  

Gross profit   2 3 ,0 1 4    1 6 ,5 5 9  

Dist r ibut ion costs  (21,455)   (19,778)  

Research and developm ent   (10,700)   (8,652)  

Adm inist rat ive expenses  (7,853)   (7,794)  

I mpairm ent  of product  r ight s not  launched  (1,274)   -  

Other ( losses)  /  gains   (23)    104 

Operat ing loss  ( 1 8 ,2 9 1 )   ( 1 9 ,5 6 1 )  

Finance incom e  1,007  1,445 

Finance cost   (33)   (42)  

Loss before incom e tax   ( 1 7 ,3 1 7 )    ( 1 8 ,1 5 8 )  

Taxat ion   9   975 

Loss for the year from  cont inuing act ivit ies   ( 1 7 ,3 0 8 )    ( 1 7 ,1 8 3 )  

Discont inued operat ions     

Loss for the year from  discont inued act iv it ies 1   (12,282)   (16,582)  

Attributable to equity holders of the com pany   ( 2 9 ,5 9 0 )    ( 3 3 ,7 6 5 )  

     
1 Discont inued operat ions – this refers our Discovery 
unit  sold to Galapagos NV in December 2006     

     

Earnings per share for  loss at t ributable to the equity holders of the Com pany during the year 

(expressed in pence per share)  

-  basic   (15.4)    (21.5)  

-  diluted    (14.8)   (20.7)  
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Statement of changes in equity (unaudited)    
      

   Share 
Fair  value 
and other Retained 

   capital Reserves  earnings 
 Total 
 equity 

  £’000 £’000 £’000 £’000 
     
Balance at  1  January 2 0 0 5   122,648 76,905 (133,602) 65,951 

Currency t ranslat ion differences – being net  
incom e recognised direct ly in equity  -  (1,127)  -  (1,127)  

Loss for the year  -  -  (33,765) (33,765) 

Total recognised income for the year  -  (1,127)  (33,765) (34,892) 

Employee share opt ion schem e:       
-  value of serv ices provided  -  2,133 -  2,133 
-  proceeds from shares issued  130 -  -  130 
Other share based payments  32 -  -  32 
I ssue of share capital  35,533 -  -  35,533 
Purchase of own shares by ESOP  (200)  -  -  (200)  
Sale of own shares by ESOP  630 -  (2)  628 
Revaluat ion of owned shares held by ESOP  13 -  (13)  -  

    36,138 2,133 (15)  38,256 

Balance at  3 1  Decem ber 2 0 0 5   158,786 77,911 (167,382) 69,315 

Currency t ranslat ion differences – being net  
incom e recognised direct ly in equity  -  (2,759)  -  (2,759)  

Loss for the year  -  -  (29,590) (29,590) 

Total recognised income for the year  -  (2,759)  (29,590) (32,349) 

Employee share opt ion schem e:       
-  value of serv ices provided  -  933 -  933 
-  proceeds from shares issued  -  -  -  -  
Other share based payments  -  250 -  250 
I ssue of share capital  10,779 -  -  10,779 
Shares to be issued – previous year business 
com binat ions   -  (83)  -  (83)  

   10,779 1,100 -  11,879 

Balance at  3 1  Decem ber 2 0 0 6   169,565 76,252 (196,972) 48,845 
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Consolidated cash f low statem ent  (unaudited)   

           Restated 

 Year ended  Year ended 
  3 1  Decem ber  3 1  Decem ber 

  2 0 0 6   2 0 0 5  

 £’000 £’000 

Cash flow s from  operat ing act ivit ies   

Cont inuing act iv it ies (10,111)  (17,703)  

Discont inued act iv it ies (10,377)  (11,909)  

Cash used in operat ions (20,488)  (29,612)  

   

Cont inuing act iv it ies:    

Finance income 1,007 1,412 

Finance cost  (33)  (42)  

R&D tax credits received -  473 

I ncome tax paid 134 (62)  

 1,108 1,781 

Discont inued act iv it ies:    

Cash f lows from other operat ing act iv it ies 769 62 

Net  cash used in operat ing act iv it ies (18,611)  (27,769)  

   

Cash flow s from  invest ing act ivit ies   
Acquisit ion of subsidiar ies, net  of cash acquired -  (2,133)  
Sale of investm ent  (acquired in business com binat ion)   -   93 
Purchases of intangible assets   (11,380)   (2,601)  
Purchases of property, plant  and equipm ent (PPE)    (211)   (1,275)  

Proceeds from sale of PPE 1,127 13 
Cash f lows used in cont inuing operat ions -  invest ing act iv it ies (10,464)  (5,903)  
Cash f lows relat ing t o discont inued operat ions -  disposal proceeds 
net  of cash sold with business (121)  -  

Cash f lows relat ing t o discont inued operat ions -  other invest ing 
act iv it ies (64)  (173)  

Net  cash generated by invest ing act iv it ies (10,649)  (6,076)  

Cash flow s from  f inancing act ivit ies   

Net  proceeds of accounts receivable factoring -  2,899 

Proceeds from issuance of ordinary shares (net  of own shares 
purchased by ESOP)  11,029 35,462 

Proceeds from sale of own shares by ESOP -  630 

Net  cash generated by financing act iv it ies 11,029 38,991 

Net  ( decrease)  /  increase in cash and bank overdrafts ( 1 8 ,2 3 1 )  5 ,1 4 6  

Cash and bank overdrafts at  the beginning of the year  38,730 34,028 
Exchange gains /  ( losses)  on cash and bank overdraft s 14 (444)  

Cash and bank overdrafts at  the end of the year 2 0 ,5 1 3  3 8 ,7 3 0  
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Selected notes to the financial inform at ion ( unaudited)  
 
1 . Presentat ion of financial statem ents 
 
The f inancial inform at ion set  out  in this unaudited prelim inary statem ent  does not  com prise 
Prost rakan Group Plc’s statutory accounts within the m eaning of sect ion 240(5)  of t he 
Com panies Act  1985.  The statutory accounts of Prost rakan Group Plc for the year ended 31 
Decem ber 2006, current ly unaudited and to be published in due course, will be finalised on the 
basis of the financial inform at ion presented by the Directors in this unaudited prelim inary 
statem ent  and will be delivered to t he Regist rar of Com panies, in due course and will also be 
sent  to shareholders.  
 
Whilst  the financial inform at ion included in this unaudited prelim inary announcem ent  has been 
com puted in accordance with I nternat ional Financial Report ing Standards ( I FRSs), t his 
announcem ent  does not  it self contain suff icient  inform at ion to com ply with I FRSs.   The 
com pany expects to publish full f inancial statem ents that  com ply with I FRSs in May 2007.  
 
The financial inform at ion set  out  on this unaudited prelim inary statem ent  includes com parat ive 
figures that  have been prepared on the sam e basis.  The Auditors have reported on the 
financial statem ents for the year ended 31 Decem ber 2005 which were prepared under I FRSs.  
Their report  was unqualif ied and did not  contain any statem ents under s237 (2)  or (3)  
Com panies Act  1985.  
 
This prelim inary statem ent  was approved by a Com m it tee of t he Board on 27 March 2007. 
 
2 . Statem ent  of Accounting policies 
 
There have been no changes to the account ing policies dur ing the year ended 31 Decem ber 
2006. 
 
3 . I n tangible assets  
 
During the year all in-process R&D (with a holding value of £1.8 m illion)  was writ ten down to 
zero (disclosed within discont inued operat ions) ;  £0.4 m illion of product  r ights, acquired 
through business com binat ions in Spain and Germ any, were wr it ten down (within cost  of goods 
sold) ;  and £1.3 m illion relat ing to t he disposal of Sik los was expensed as an im pairm ent . 
 
4 . Discont inued Operat ions 
 
The Proskelia Discovery unit  was sold t o Galagapos NV on 22 Decem ber 2006.  Operat ing 
results for  the full year have been split  into cont inuing and discont inued act iv it ies, as have the 
com parat ive f igures for 2005.  The total cost  relat ing to discont inued act iv it ies of £12.3 m illion 
(£16.6 m illion)  reflects the loss for t he per iod of £10.0 m illion (£16.6 m illion)  and a loss on 
disposal of £2.3 m illion (£nil) . 
 
5 . Earnings per share 
 
The calculat ion of basic earnings per ordinary share is based on the loss of £29,590,527 
(£33,765,176) and on 192,410,974 ordinary shares (157,000,906) being the weighted 
average num ber of ordinary shares in issue.   
 
The calculat ion of diluted earnings per ordinary share is based on the loss of £29,590,527 
(£33,765,176) and on 199,494,944 ordinary shares (163,379,217) being the weighted 
average num ber of ordinary shares in issue. 
 


