Destiny Pharma plc

Differentiated anti-infectives

Destiny Pharma’s FY 2019 results featured its ongoing Phase IIb study of its lead drug
XF-73 for the prevention of post-operative staphylococcal infections and its prudent cash
management. News from this study remains a fundamental component of Destiny’s
investment proposition. Careful financial
operating loss to £5.6m (vs. £6.1m in FY 2018) of which, R&D costs were £3.8m (£3.5m

in FY 2018). At this point, most of Destiny’s operational expense is due to the clinical

management had decreased Destiny’s

study and captured under R&D cost. Destiny remains well-funded with cash of
£7.5m at the end of FY 2019 which provides a runway through Q4 2021.

FY 2020 Results

The ongoing US Phase IIb study largely drove its FY 2019 financial results with total
operating expenses of £5.6m (£6.1m in FY 2018) that comprised of R&D costs of £3.8m
and £1.9m in other administrative costs (£3.5m and £1.8m in FY 2018, respectively).
This was softened by a £0.8m R&D tax credit and £0.3m in grant income (£0.8m and
£0m in FY 2018, respectively). Cash at the end of FY 2019 was £7.5m (vs £12.1m at
end FY 2018 and £9.1m at the end of H1 19). As a semi-virtual company with few major
costs outside of the currently paused clinical study, Destiny’s prudent management can
stretch its financial resources at least through Q4 2021. The coronavirus pandemic has
brought swings and roundabouts for Destiny - a pause to the Phase IIb study and
therefore a delay in licensing the product, but a raised profile for antimicrobial resistant

(AMR) hospital infections, that now make a licensing transaction more likely.

Clinical trial dominates news and financials

The use of nasal decolonisation protocols with unapproved agents in large teaching
hospitals had already added an initial delay to the Phase IIb clinical study read-out as
additional study sites were enrolled into the study. The coronavirus pandemic has
resulted in delays to most clinical trials, as well as routine and new cancer screening and
surgical procedures. This has culminated in a pause in Destiny’s clinical trial with 34%
of patients so far recruited. However, the probability of success for this active
antimicrobial agent in the decolonisation of nasal staphylococcal carriage remains high

as demonstrated by the now published Phase I study in 60 healthy volunteers.

Coronavirus provides an increasingly supportive backdrop

The coronavirus pandemic has shone a spotlight on AMR for two aspects that
could benefit Destiny. Firstly, many more seriously ill patients with respiratory
ilinesses are sequestered in hospitals. This will result in many more cases of drug-
resistant pneumonia, its associated high mortality and could help advance Destiny’s
ventilator-associated pneumonia product. Secondly, even after years of raising the
profile of AMR, very few tangible advances like XF-73 have made it to the clinic and the
realisation that doing nothing is no longer an option (for AMR and for coronavirus) should

accelerate the availability of funding and therefore treatments for both indications.

Indeed, Destiny’s increase in grant income from four projects in FY 2019 is starting to

reflect this more supportive backdrop.
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Description

Destiny Pharma plc is an AIM-listed
biotechnology company devoted to
developing and commercialising
new antimicrobial agents that have
unique properties, including no
transferable or innate resistance in
target pathogens, that improve
outcomes for patients. Destiny’s
first product, XF-73, is a topical anti-
infective that is currently in a US
Phase Ilb clinical study which is
expected to report results in mid-

2020.
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Equity Development Limited is regulated by the Financial Conduct Authority

Equity Development Limited (‘ED’) is retained to act as financial adviser for various clients, some or all of whom may now or in
the future have an interest in the contents of this document and/or in the Company. In the preparation of this report ED has
taken professional efforts to ensure that the facts stated herein are clear, fair and not misleading, but make no guarantee as
to the accuracy or completeness of the information or opinions contained herein.

This document has not been approved for the purposes of Section 21(2) of the Financial Services & Markets Act 2000 of the
United Kingdom (‘FSMA’). Any person who is not a relevant person under this section should not act or rely on this document
or any of its contents. Research on its client companies produced and distributed by ED is normally commissioned and paid for
by those companies themselves (‘issuer financed research’) and as such is not deemed to be independent, as defined by the
FCA, but is ‘objective’ in that the authors are stating their own opinions. This document is prepared for clients under UK law.
In the UK, companies quoted on AIM are subject to lighter due diligence than shares quoted on the main market and are
therefore more likely to carry a higher degree of risk than main market companies.

This report is being provided to relevant persons by ED to provide background information about Destiny Pharma plc. This
document does not constitute, nor form part of, and should not be construed as, any offer for sale or purchase of (or solicitation
of, or invitation to make any offer to buy or sell) any Securities (which may rise and fall in value). Nor shall it, or any part of
it, form the basis of, or be relied on in connection with, any contract or commitment whatsoever. Self-certification by investors
can be completed free of charge at www.fisma.org

ED may in the future provide, or may have in the past provided, investment banking services to the Company. ED, its Directors
or persons connected may have in the future, or have had in the past, a material investment in the Company.

More information is available on our website

www.equitydevelopment.co.uk

Equity Development, 15 Eldon Street, London, EC2M 7LD. Contact: info@equitydevelopment.co.uk 0207 065 2690
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