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Spinning out in the UK –
personal experiences and 
perspectives



Chronology

• 1995 First patent filing “Novel therapeutic 
agents…”

• 1997 First R&D spin-out (Oratol Ltd)
• 1998 Collapse of Oratol
• 1999 Second R&D spin-out (Aegis Ltd)
• 2001 Aegis merger with Hunter-Fleming Ltd
• 2003 First CRO spin-out (KWS BioTest Ltd) 



The science
The Daily Mail

The Times, London

New Scientist



The science

• EtxB

• The non-toxic subunit of a diarrhoea causing 
protein produced by some E. coli

• A potent immune modulator



The science
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The science

treated untreated
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First attempt (1996-1997)

The environment
• Internal funding possibilities – none
• Patent budget – support up to PCT
• University Manpower – 1 person (IP, licensing), 1 

person (contracts)
• Venture Capital environment - very favourable

• License the patent
– Pitches to pharmaceutical companies
– British Biotech (evaluation agreement)
– GSK (license offer)
– Cortecs International Ltd (lets spin out together!)

• Cortecs and University of Bristol joint venture
– Oratol Ltd
– £10M raised from VCs 1997



First attempt (1997-1998)

• £1.2M research funding to University of Bristol
• £100K license fee
• Equity to University and Founders
• Consultancy agreements to Founders

12 months later……
• 3 further patents
• Cortecs Ltd collapses
• Investors close Oratol Ltd!!
• Patents revert to University



Second attempt (1998-2000)

• University spin-out (Aegis Pharmaceuticals Ltd)
• Founders pay consultant to help with business plan
The environment
• Internal funding possibilities – none
• Patent budget – limited, but patents already at 

national phase
• Manpower – Business Enterprise Centre 

– dedicated IP, licensing, contracts personnel
– limited spin out experience

• Venture Capital environment - tight

• Winner in BBSRC Business Plan Competition 2000
• Prize money finances VC visits, continued 

consultancy
• Message = “very interesting, but need to spread 

the risk”



Second attempt (2000-2001)

• Summer 2000 – merger discussions with Hunter-
Fleming Ltd

• January 2001 – Hunter-Fleming acquires Aegis in 
share exchange

• Spreads the risk (Hunter-Fleming has 3 products in 
CNS area)

• Brings in money (Hunter-Fleming receives £4.2M 
from private and corporate investors)



Second attempt (2000-2001)

• Founders: 1 board position, 2 members of 
Scientific Advisory Board.

• Consultancy agreements to founders
• Equity stake escalates with milestone 

achievements (GMP manufacture, toxicology, first 
in man study)

• Virtual company model means £0.6M research 
investment into University



Second attempt – Hunter-Fleming (2001-now)

• July 2002 refunding led by M.T.I., £5m + £3.5m 
follow-on Q3, 2003.

• Spring/Summer 2005 – require approx. £30M to 
get 2 major products (EtxB + HF0220) into phase II 
in man

• Collaboration with big pharma (licensing/joint 
development) vs further VC investment??



Spinning out a CRO business in a new 
climate (2003-2004)

Why?

Links with Hunter-Fleming 

• virtual company, needing to outsource R&D

• Cash flow means nervousness about long term 

commitment

Enquiries from pharma and biotech companies

• Expensive to develop in house expertise in disease models

• Demand high quality and reliability (academics don’t 

deliver)

• Grant funding of staff in University does not allow delivery
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The environment
• Internal funding possibilities –

– Enterprise development fund (up to £30K)
– Sulis investment fund (up to £250K)
– Wellcome Trust University Translation Awards (up to £250K 

but negotiable)

• Patent budget – limited but larger
• Manpower – Research and Enterprise Development

– Dedicated IP, licensing, contracts teams
– Extensive spin out experience
– Customer care, marketing support staff
– Network of universities sharing experience

• Venture Capital environment – very tight

(2003-2004)



(2003-2004)

• Enterprise Development Fund - £18K (Aug 2003)
– Consultant to help write business plan, 
– carry out market research,
– Interim management provision until funding received

• Sulis investment - £200K (Sept 2004)
– 2 x £100K tranches (50% loan. 50% equity investment 

(20%))
– Second £100K if required after 12 months 



(2004-2005)

• Laboratory refurbishment
• Interim management secured
• Employment of key staff
• (marketing through collaboration deal (Nov 2004))



• Aug 2005
– Year 2 - in profit
– Second tranche from Sulis - delayed decision
– Expanding offering
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Looking back – Why would you spin out?

• To bring in research funding to the laboratory?
– Maybe, but it is easier/quicker to get grants to fund 

research

• To get rich?
– Maybe, but do not hold your breath (I’m still 

waiting!)

• To see if your ideas can actually make a difference?
– Definitely, but balance aspirations and decide on 

license or spin out

• To learn lots of new skills and experiences?
– Definitely, it has been great fun
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