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During 2021, we continued to respond to the ever-changing 
COVID-19 pandemic requirements with speed and agility. At 
the start of the year, it was extremely difficult to predict exactly 
what the requirements and the levels of demand would be, 
but we were aware that relative to 2020, we would need to 
gradually diversify away from UK contracts supplying COVID 
-19 products and seek to service a wider geographic area 
with a broader range of related products, whilst continuing 
to develop our COVID-19 product portfolio. This journey has 
started well and the financial results support this.

Our rapid response to the COVID-19 virus is a testament to 
the Group’s core competency of in-vitro diagnostic design, 
development, manufacturing and commercialisation, and 
being able to act quickly. I am extremely proud of the 
Novacyt team who were able to respond in this manner.

Our highly experienced staff developed further products 
in our test portfolio keeping up with new strains of the 
COVID-19 virus as these materialised during the year. At the 
same time, a number of other R&D projects were ongoing 
to ensure that we develop a product portfolio which is fit 
for purpose in the post COVID-19 period. This is obviously a 
dynamic and ongoing exercise.

On behalf of the Board, I would like to thank Graham Mullis 
for his significant commitment and contribution to the Group 
over the last 14 years. I would also like to welcome the newly 
appointed CEO David Allmond who joined us on 18 October 
2021. A number of new senior hires were made during the 
year to ensure the necessary expertise is in place to take the 
business to the next level on a maintainable basis.

We remain committed and focused on becoming a leading, 
global clinical diagnostics company in the fight against 
infectious diseases, as we build towards the next phase of 
growth. We will continue to make a significant contribution 
to global health, whilst seeking to continually deliver value 
to our Shareholders. We are investing in non-COVID-19 
product development to tackle high unmet needs and bolster 
our business development efforts, with a strengthened 
organisation and a clear strategic focus.

Novacyt has a track record of speed and agility in delivering 
critical products, as demonstrated in its response to the 
COVID-19 pandemic, and previous outbreaks including Zika, 
H1N1 (swine flu), and Ebola.

During the 2021 period under review, we generated revenues of 
£95.8 million excluding £40.8 million of DHSC revenues which 
are under contractual dispute, which is explained in the financial 
section of this report. The Company remains debt free with a 
cash position at 31 December 2021 of £101.7 million.

We are delighted to be working with Allegra Finance 

2021 highlights

• The Company remains debt free with a cash position at 
31 December 2021 of £101.7 million.

• David Allmond appointed as Chief Executive Officer and 
strengthened Executive team and commercial operations 
to support future growth.

STRATEGIC REPORT

12



Our rapid response to the COVID-19 virus 
outbreak is a testament to the Group’s 
core competency of in-vitro diagnostic 
design, development, manufacturing and 
commercialisation, and being able to act quickly. 
I am extremely proud of the Novacyt team who 
were able to respond in this manner.”
James Wakefield
Chairman

as our French listing sponsor, SP 
Angel Corporate Finance LLP as our 
Nominated Advisor/Broker, together with 
Numis as our joint broker.

The Board continues to review its 
strategy to focus on its core strengths of 
in-vitro diagnostic product development, 
commercialisation and contract 
manufacturing by driving value from 
its profitable Primerdesign business. 
The Company commenced a review 
of its Lab21 and Microgen businesses 
at the start of 2022 to consider the 
merits of maintaining multiple corporate 
entities versus a simplified business 
model and brand. Following conclusion 
of the review, Novacyt is proposing to 
discontinue both businesses, which is 
anticipated to be cash neutral. We intend 
to continue to grow both organically and 
through selective acquisition.

We are not proposing to pay a dividend 
for the financial year ended 2021 
and our ongoing dividend policy will 
form part of a wider review of capital 
allocation, which will be formulated in 
conjunction with the requirements for 
continued investment in the business 
for future business growth to maximise 
Shareholder value as well as the 
prevailing financial conditions in the 
markets in which the business operates.

The Company is listed on two stock 
exchanges: Euronext Growth Paris 
and AIM London. As such, the Board 
remains committed to maintaining the 
highest standards of transparency, 
ethics and corporate governance, whilst 
also providing leadership, controls and 
strategic oversight to ensure that we 
deliver value to all our stakeholders.

Finally, I would like to take this 
opportunity of thanking you, the 
Shareholders, for your continued 
support, and also to thank the Board, 
the Executive management team and 
all of our staff for their commitment 
and contribution to the business and, in 
particular, to the role that Novacyt has 
and continues to have in testing during 
this global pandemic.

James Wakefield
Chairman
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Innovation
History of introducing 
de novo technologies as 
diagnostic products (e.g. 
Novacyt SNPsig technology)

Track record of development 
of innovative near-patient 
platform solutions for 
the health care industry 
(e.g. PROmate® and 
exsig® platforms)

Innovations team 
includes specialists in 
biochemistry, chemistry and 
biomedical science

 

Design
Over 10 years’ experience of 
producing assays designed 
to meet the highest levels of 
sensitivity and specificity

In-house developed genomic 
surveillance tools built 
to ensure state of the art 
in assay performance 
throughout the life cycle of 
our products

Internal bioinformatics 
expertise enabling the 
identification of  unique 
genomic regions to target in 
novel diagnostic applications 

Speed to develop 
products
The Novacyt product 
development team has 
a proven track record of 
rapidly responding to disease 
outbreaks (Swine Flu, Ebola, 
COVID-19, etc.)

To maintain our position as 
a global 1st responder for 
emerging health threats we:

• Interface with non-public 
disease surveillance 
channels (e.g. KOLs, 
NGOs) to identify 
unmet needs in the 
diagnostics space

• Co-ordinate purpose-
built developmental 
processes to support 
rapid deployment of high-
quality assays in  
< 3 weeks 

• Maintain a team of 
molecular technologists, 
chemists & clinical 
specialists 

• Design proprietary PCR 
algorithms capable of 
integrating assays onto 
any platform, including 
the q16 and q32

Prototype and 
optimise
Proven capacity to develop 
diagnostic prototypes ready 
for technical transfer and 
manufacturing at scale

Our applied research 
team works with industry 
partners to optimise and 
commercialise diagnostic 
solutions

1 42 3

Development and  
Manufacturing Capability
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Manufacturing Scale-Up
After product design, validation 
batches are created in manufacturing. 
A dedicated technical team translates 
the R&D product into the manufacturing 
requirements for documentation 
and scale-up. Validation batches 
are manufactured at scale and an 
improvement cycle ensures that ideas 
are captured and actioned to create the 
best quality, robust, efficient processes. 
A team of manufacturing process 
experts review the processes to optimise 
the workflow and where practical, scope 
out automation options. When required, 
we have multi-skilled flexible labour and 
a strong network of sub-contractors 
which can be rapidly mobilised for large 
scale production

Manufacture and Supply
Our end-to-end process is captured 
within our ERP system which manages 
sales orders, procurement, manufacture 
and shipment. Using forecasts, we 
manufacture to a demand plan which 
enables quick turnaround on top 
products for our customers whilst 
managing inventory levels. The 
manufacturing processes are split 
across multiple laboratories to ensure 
strict contamination control. Many of our 
sub-components are the same across 
different product ranges, which allows 
for more efficient bulk manufacture 
and rapid response to increases in 
demand. Investment in new equipment 
is leading to an increased capability to 
manufacture in-house which has quality 
and cost saving improvements. All of our 
products go through stringent QC tests 

5 6 7
Validate
Accurately measuring and reporting the 
performance of diagnostics devices

Subject matter experts on the 
regulatory compliance requirements for 
performance evaluation studies

Designing and executing validation 
studies that are compliant with 
international regulatory standards and 
aligned with industry best practices

Clinical trial design capabilities enabling 
the improvement of patient care 
pathways

STRATEGIC REPORT
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Our  
Strategy

Our purpose 
We protect lives from invisible threats by 
providing actionable health information in 
the right place, at the right time

Our vision 
Global leaders in the fight against 
infectious diseases

Patients
Aim 
To increase our direct commercial 
footprint and bring our solutions 
closer to patients across the globe.

Current position 
Commercial sales into >150 
countries, supported by Commercial 
Partners who deliver our solutions to 
end users.

Performance
Aim 
£100 million Revenue from 
existing portfolio plus new product 
development within five years.

Current position 
Identified the key diagnostic 
segments supported by external 
research where Novacyt can add 
most value and benefit from unmet 
needs. Mobilising resources to 
develop and commercialise a 
competitive portfolio of products.  

Products
Aim 
To move from a product-driven 
organisation to a patient led partner 
focused on improving healthcare 
outcomes at the point of need.

Current position 
One of the broadest CE-IVD COVID-19 
menu offerings on the market 
complemented by a comprehensive 
lateral flow and life science portfolio.

Profitability
Aim 
Delivering profit margins 
comparable to its peer group as part 
of the five-year plan.

Current position 
Re-shaping the business to focus 
on molecular diagnostics, whilst 
managing the rapid shift away 
from COVID-19 revenues. Carefully 
managing cost base through this 
process.

People
Aim 
To create an inclusive environment 
where our people feel connected 
to our purpose, and are enabled to 
thrive.

Current position 
Skilled and capable workforce, 
maturing our ways of working to 
ensure our people are engaged, and 
have the right tools to do their jobs 
effectively and deliver on our vision.

By the end of 2026, Novacyt aspires to have the following profile:

Pipeline
Aim 
To have patients’ unmet clinical 
diagnostic needs in infectious 
diseases drive our innovation and 
solutions.

Current position 
Organic and inorganic pipeline 
development to broaden our clinical 
offering beyond COVID-19 and 
lateral flow.

STRATEGIC REPORT
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Prior to the COVID-19 pandemic, Novacyt was a £10-£15 million life sciences/RUO business

Core focus
• Pathogens impacting 

Human health
• Focused on clinical 

diagnostics providing 
actionable health information 

• Providing near patient 
solutions

• Leaders in molecular and 
immunological technology 
platforms

• Direct presence in selected 
markets with optimised WW 
distributor network

Strategic pillars Objectives

Build the base
Build a sustainable base business 
across in vitro diagnostics in human 
health, life sciences research 
portfolio serving veterinary, food, 
water and human health with 
integrated instrumentation to enable 
semi-automated, scalable, near 
patient testing

•  Maximise COVID portfolio 
internationally “NOW”

• Develop innovative future “non-
COVID menu” for underserved market 
segments

• Prioritise key markets and define go-to 
market strategies

• Develop integrated instrument strategy
• Leverage life sciences legacy business
• Build e-commerce capability
• Innovation engine enabling “global first 

response”

Global first responder 
Our base business with breadth 
and depth of portfolio acts as 
the innovation engine to enable 
Novacyt to respond rapidly to 
disease outbreaks and to also serve 
neglected diseases. With enhanced 
surveillance mechanism and our 
agility, Novacyt continues to be a 
global first responder

• Global surveillance capability
• Latent resource capacity 
• Install “COBRA-like” internal 

response team
• Address customer complexity
• Agile resource deployment
• Appoint global scientific expert panel

Novacyt Annual Report and Accounts for the year ended 31 December 2021
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Market Growth and Opportunity
Clinical Infectious Disease 
Molecular Diagnostic Market
The global clinical infectious disease 
diagnostics (excluding COVID-19) Total 
Addressable Market (TAM) was valued 
at an estimated $3,921 million in 2021 
and is projected to grow 5% to $4,117 
million by 2022.

COVID-19  
Diagnostic Market
The global COVID-19 (Molecular and 
LFT) market was worth $37,992 million 
in 2021 and is expected to be $34,310 
million in 2022. The market is expected 
to decline by 10% overall during 2022  
due to the global vaccination initiative, 
acquired immunity and the removal of 
testing regimes.

LFT (Lateral Flow Testing) 
Diagnostic Market
The global Lateral Flow Test market 
is expected to grow 6% from $6,231 
million in 2021 to $6,626 million 
in 2022.

RUO (Research Use Only)/ 
LS (Life Sciences) Market
The global RUO/LS TAM is valued at an 
estimated $1,063 million in 2021 and is 
projected to grow 5% to $1,105 million 
by 2022.

Market Drivers: 
• Rising prevalence of infectious 

diseases
• The rise in funding for R&D in 

infectious disease diagnostics
• Rising technological advancements
• Increased demand for POC (Point of 

Care) diagnostic tests 
• Increases in seasonal respiratory 

testing

Market Drivers: 
• Shift to point of care testing with 

lower cost immunoassays, such as 
lateral flow tests (LFTs), which can 
be used for early, rapid and large-
scale detection of SARS-CoV-2 
infection

• Global vaccination initiatives and 
acquired immunity

• Removal of state funded and travel 
testing regimes

Market Drivers: 
• Increasing public awareness of 

LFT testing capabilities
• Reach into underdeveloped 

healthcare settings
• Increasing prevalence of 

infectious diseases 
• Increased demand for testing within 

individual LFT markets such as 
respiratory, HAI (Human Acquired 
Infection), STD (Sexually Transmitted 
Diseases) and DOA (Drugs of Abuse) 
testing

Market Drivers: 
• Increased demand for food, 

veterinary, environment and water 
testing

• Growing demand for Analyte Specific 
Reagents (ASR) in the US

Global Clinical ID TAM by Portfolio Global COVID TAM by Portfolio Global LFT TAM by Portfolio Global RUO TAM by Portfolio
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Key Trends and Opportunities
The global prevalence of infectious 
diseases such as TB (Tuberculosis), 
HIV (Human Immunodeficiency 
Virus), hepatitis, and influenza has 
risen considerably. In the tropics and 
subtropics, Dengue, a mosquito-borne 
viral infection, is a leading cause of 
illness and death, affecting up to 400 
million people annually. Labs are 
consolidating tests where possible and 
reducing total cost of ownership. 

With the continued trend away from 
traditional microbiology techniques, 
diagnostic labs want to maximise the 
share of wallet on their instrumentation. 
This strategy presents a huge 
opportunity for Novacyt to expand its 
installed base of instruments.

Key Trends and Opportunities
Although the COVID-19 PCR and 
Lateral Flow market is reducing, it 
is still significant, and we need to 
maintain COVID-19 relevance with 
innovative solutions both in PCR and 
LFT formats. We offer an excellent 
portfolio of products with the PathFlow 
range; PathFlow SARS-CoV-2 IgG, 
Pathflow COVID-19 Rapid Antigen Pro 
and the PathFlow COVID-19 Rapid 
Antigen Self-Test. As the pandemic is 
still not over and with other COVID-19 
variants still on the horizon, we will 
expand our portfolio if required, in line 
with our first responder strategy.

Key Trends and Opportunities
LFT can bring testing closer to the 
“point of need” improving the patient 
pathway. With increasing prevalence of 
infectious diseases, rising demand in 
various end use settings like hospitals, 
clinics, diagnostics laboratories, care 
homes, cruise ships and prisons we see 
an opportunity to expand our Lateral 
Flow Test portfolio to cater for a wider 
menu of infectious disease testing.

Key Trends and Opportunities
The ASR market is largely driven by 
routine translational research which 
has returned to pre-pandemic levels. 
Increases in use of biotechnology-
based diagnostic tests for detection 
of diseases is expected to present 
lucrative opportunities in the ASR 
market, particularly in the field of in-
vitro diagnostics where FDA regulated 
tests are not available. With the 
increased demand for food, veterinary, 
environmental and water testing, along 
with potential geographical expansion 
with the ASRs, there is an attractive 
opportunity within the RUO/LS segment.

Infectious diseases are a growing global challenge. This is not limited to 
COVID-19 as we see other infectious pathogens becoming more prevalent in 
multiple countries due to climate change and increased global travel. As the 
COVID-19 pandemic becomes endemic in many countries, particularly those with 
high vaccination levels, virus surges are expected to continue and the emergence 
of new variants remains a major concern.1

Surge of Innovation
COVID-19 fuelled several trends in diagnostic testing – spurring innovation for rapid 
testing, shifting testing from centralised laboratories closer to the patient and in recent 
months developments of multiplexed assays to help distinguish other respiratory 
pathogens from SARS-CoV-2 or its variants of concern.2 This diagnostic innovation 
for COVID-19, mainly built on Polymerase Chain Reaction (PCR) technology, can now 
be utilised for other infections which need rapid diagnosis. This will assist in making 
informed decisions about patient management, such as correct pharmaceutical 
invervention3, or to activate the correct public health protocols.4

Point-of-care testing
The COVID-19 pandemic has driven increased acceptance and capability to diagnose 
patients at the point-of-care. This has reduced reliance on centralised laboratory testing 
where you may have to wait days for a result and thus make appropriate decisions about 
patient management. Whilst this trend affects all kinds of laboratory testing, it is moving 
faster and more decisively in the field of nucleic acid based infectious disease testing. 
This approach can now be mirrored in diagnosing and treating other infectious diseases.5 
Making testing more accessible is also important for patients in rural areas of low-
income countries, where clinics are sparse and travel difficult.6

Speed, ease of use & walkaway time
The need for rapid and precise diagnosis of patients presenting with respiratory 
symptoms became paramount during the COVID-19 pandemic as healthcare 
professionals needed to make rapid decisions on patient management. These decisions 
are economically important to healthcare institutions as patients in isolated care have a 
higher cost than those in traditional ward-based care. 

Innovation in instrumentation has delivered smaller machines which are easier 
to use.  This has enabled lower grade staff to process patient samples and 
improved walkaway time once patient samples have been loaded.

Regulation
The regulatory industry faced a growing demand to approve submissions rapidly 
during the pandemic, which it was able to do under the IVD Directive (IVDD). 
However, with changes in the regulatory landscape in terms of the IVD Regulation 
(IVDR), there will be increased pressure on notified bodies as submissions will 
contain significantly more data and proof points. This could in turn cause delays to 
approvals moving forward.

Market  
Spotlight

STRATEGIC REPORT
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Market Growth and Opportunity
Clinical Infectious Disease 
Molecular Diagnostic Market
The global clinical infectious disease 
diagnostics (excluding COVID-19) Total 
Addressable Market (TAM) was valued 
at an estimated $3,921 million in 2021 
and is projected to grow 5% to $4,117 
million by 2022.

COVID-19  
Diagnostic Market
The global COVID-19 (Molecular and 
LFT) market was worth $37,992 million 
in 2021 and is expected to be $34,310 
million in 2022. The market is expected 
to decline by 10% overall during 2022  
due to the global vaccination initiative, 
acquired immunity and the removal of 
testing regimes.

LFT (Lateral Flow Testing) 
Diagnostic Market
The global Lateral Flow Test market 
is expected to grow 6% from $6,231 
million in 2021 to $6,626 million 
in 2022.

RUO (Research Use Only)/ 
LS (Life Sciences) Market
The global RUO/LS TAM is valued at an 
estimated $1,063 million in 2021 and is 
projected to grow 5% to $1,105 million 
by 2022.

Market Drivers: 
• Rising prevalence of infectious 

diseases
• The rise in funding for R&D in 

infectious disease diagnostics
• Rising technological advancements
• Increased demand for POC (Point of 

Care) diagnostic tests 
• Increases in seasonal respiratory 

testing

Market Drivers: 
• Shift to point of care testing with 

lower cost immunoassays, such as 
lateral flow tests (LFTs), which can 
be used for early, rapid and large-
scale detection of SARS-CoV-2 
infection

• Global vaccination initiatives and 
acquired immunity

• Removal of state funded and travel 
testing regimes

Market Drivers: 
• Increasing public awareness of 

LFT testing capabilities
• Reach into underdeveloped 

healthcare settings
• Increasing prevalence of 

infectious diseases 
• Increased demand for testing within 

individual LFT markets such as 
respiratory, HAI (Human Acquired 
Infection), STD (Sexually Transmitted 
Diseases) and DOA (Drugs of Abuse) 
testing

Market Drivers: 
• Increased demand for food, 

veterinary, environment and water 
testing

• Growing demand for Analyte Specific 
Reagents (ASR) in the US

Global Clinical ID TAM by Portfolio Global COVID TAM by Portfolio Global LFT TAM by Portfolio Global RUO TAM by Portfolio

Key Trends and Opportunities
The global prevalence of infectious 
diseases such as TB (Tuberculosis), 
HIV (Human Immunodeficiency 
Virus), hepatitis, and influenza has 
risen considerably. In the tropics and 
subtropics, Dengue, a mosquito-borne 
viral infection, is a leading cause of 
illness and death, affecting up to 400 
million people annually. Labs are 
consolidating tests where possible and 
reducing total cost of ownership. 

With the continued trend away from 
traditional microbiology techniques, 
diagnostic labs want to maximise the 
share of wallet on their instrumentation. 
This strategy presents a huge 
opportunity for Novacyt to expand its 
installed base of instruments.

Key Trends and Opportunities
Although the COVID-19 PCR and 
Lateral Flow market is reducing, it 
is still significant, and we need to 
maintain COVID-19 relevance with 
innovative solutions both in PCR and 
LFT formats. We offer an excellent 
portfolio of products with the PathFlow 
range; PathFlow SARS-CoV-2 IgG, 
Pathflow COVID-19 Rapid Antigen Pro 
and the PathFlow COVID-19 Rapid 
Antigen Self-Test. As the pandemic is 
still not over and with other COVID-19 
variants still on the horizon, we will 
expand our portfolio if required, in line 
with our first responder strategy.

Key Trends and Opportunities
LFT can bring testing closer to the 
“point of need” improving the patient 
pathway. With increasing prevalence of 
infectious diseases, rising demand in 
various end use settings like hospitals, 
clinics, diagnostics laboratories, care 
homes, cruise ships and prisons we see 
an opportunity to expand our Lateral 
Flow Test portfolio to cater for a wider 
menu of infectious disease testing.

Key Trends and Opportunities
The ASR market is largely driven by 
routine translational research which 
has returned to pre-pandemic levels. 
Increases in use of biotechnology-
based diagnostic tests for detection 
of diseases is expected to present 
lucrative opportunities in the ASR 
market, particularly in the field of in-
vitro diagnostics where FDA regulated 
tests are not available. With the 
increased demand for food, veterinary, 
environmental and water testing, along 
with potential geographical expansion 
with the ASRs, there is an attractive 
opportunity within the RUO/LS segment.

1 Live Q&A on COVID-19 variants of concern – 16 February 2022. World Health Organization
2 Global Multiplex Assay Market Opportunities & Forecasts2021-2030. Allied Market Research.
3 BioTechniques Volume 69, Issue 6, December 2020, Pages 404-405  

https://doi.org/10.2144/btn-2020-0156
4 Global Multiplex Assay Market Report 2021-2030. Allied Market Research
5 Point-of-care Diagnostics Market Size, Share and COVID-19 Impact Analysis, 2021-2028. 

Fortune Business Insights.
6 Diagnostics for COVID-19: A case for field-deployable, rapid molecular tests for community 

surveillance. Frimpong M et al. Ghana Med J 2020; 54(4) supplement: 71-76 doi:  
http://dx.doi.org/10.4314/gmj.v54i4s.11

7 The International Coalition of Medicines Regulatory Authorities (ICMRA) has pledged its 
collective support in countering the global COVID-19 pandemic. ICMRA April 28 2020.

8 Global lateral flow assays market, 2021 by BrandEssence (Jan 2022)
9 Global health sector strategy on sexually transmitted infections 2016-2021, World Health 

Organization. (June 2016)
10 ASR’s and RUO’s market, U.S. Industry Analysis, size, share, trends and forecast, 2017-2031, 

by Transparency Market Research. (December 2021)
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With a heritage of diagnostic testing in 
the food and veterinary industries for the 
Life Sciences and Clinical Diagnostics 
areas, Novacyt will continue to develop 
into a global leader in infectious 
diseases. The COVID-19 pandemic has 
carved out a new segment for simple, 
scalable molecular diagnostics in 
decentralised settings with a targeted 
multi-panel approach.

Pre-pandemic, molecular testing 
was mainly confined to medium to 
large-size laboratories, where testing 
was centralised in high volumes on 
established high-output instruments. 
There is a shift to acute, near-patient 
settings where syndromic testing was 
being adopted with the pandemic.

Scalable near patient testing
Our PROmate® technology on our 
genesig® real-time PCR Instruments 
has proven to compete and beat 
competitors in these near-to-patient 
and decentralised settings. PROmate® 
is Novacyt’s proprietary innovation that 
enables real-time PCR accessible to 
everyone, everywhere. 

At the height of the COVID-19 pandemic, 
PROmate® was innovated to provide 
total viral inactivation, with a ready-
prepared master mix containing internal 
control for run validity. This means there 
is no need for a category 2 laboratory 
to handle the live virus, so the risk in 
handling is nullified, and tests can be 
nearer to patients. With the success 
of accurate detection of SARS-CoV-2, 
PROmate® is being explored with other 
pathogens to continue the application 
of Novacyt’s innovation and expertise to 
support other healthcare threats. 

Seasonal Respiratory 
Diagnostics
The COVID-19 pandemic has taught 
us that identifying the right seasonal 
respiratory testing solutions and 
ensuring healthcare providers have 
the right tools to support optimal 
treatment is more critical than ever. 

Prioritisation of seasonal respiratory 
diagnostics, especially where winter 
diseases are prevalent, remains 
essential to governmental policies 
and health economies worldwide. The 
global addressable market of seasonal 
respiratory diagnostics is estimated to 
be $1,372 million for 2022 growing at a 
CAGR of 4% to 2026.

Viral and Bacterial 
Gastrointestinal Diagnostics
Diagnostics offer valuable insights 
when a patient is suspected of suffering 
from a gastrointestinal (GI) disease 
or disorder; or if a patient reports 
unexplained symptoms in their gut. 
Diagnostic tests and procedures can 
range from invasive to non-invasive and 
can help healthcare professionals learn 
more about the causes, symptoms, and 
severity of different health conditions. 
Providing simple and easy-to-use test 
solutions saves time to diagnose and 
provide vital information on patients’ 
health, eventually saving lives. Global 
GI diagnostics (including viral and 
bacterial) total addressable market is 
estimated to be $632 million for 2022 
growing at a CAGR of 5% to 2026.

Insect-Borne Diagnostics, 
connecting to clinical and first 
responder strategy
Insect-borne or vector-borne diseases 
are emerging or re-emerging in many 
geographical areas, especially in tropical 
and subtropical regions, and they 
disproportionately affect the poorest 
populations. The emergence of these 
diseases is starting to raise alarms 
on new health threats and economic 
losses. Besides vector control, the WHO 
has urged other medical organisations 
to provide technical support to 
manage cases and outbreaks. With 
our established relationships with aid 
agencies, it remains an opportunity 
for us to provide diagnostics tools 
that can rapidly give results. The total 
addressable market of insect-borne 
diagnostics globally is estimated to be 

$156 million for 2022 growing at a CAGR 
of 5% to 2026.

Viral and Bacterial Meningitis 
Diagnostics
Meningitis can be caused by a bacterial 
or viral infection of the fluid surrounding 
the brain and spinal cord and usually 
causes swelling; it is crucial to know the 
specific cause of meningitis because 
the treatment differs depending on 
the cause. Viral meningitis is the most 
common type of meningitis, while 
bacterial meningitis is very dangerous 
to patients. Those who do not recover 
can have permanent disabilities, such 
as brain damage. Therefore, diagnostics 
tests are essential to determine the 
pathogen that is causing meningitis. 
Global meningitis diagnostics’ total 
addressable market is estimated to be 
$74 million for 2022 growing at a CAGR 
of 7% to 2026.

Transplant
There are two distinct markets for 
transplantation: pre-transplant screening 
and post-transplant monitoring. The 
total market value of both segments 
was estimated in 2017 at $3,600 million 
and is expected to grow at a CAGR of 
7.6% to almost $5,000 million in 2024. 
The market is made up of PCR and 
other molecular assays, sequencing, 
and a variety of non-molecular assays 
including HLA tissue typing and cross 
matching. Molecular technologies 
account for the most significant share  
of the market.

The post-transplant screening market 
is based upon determination of the 
donor recipients viral load for several 
infectious disease agents and other 
critical markers. Viral load monitoring 
of common viral infections is critical as 
increased viral loads is associated with 
organ/graft rejection and morbidity. 
There are three main targets which cover 
60% of viral load monitoring these are 
CMV, EBV, BKV with the remaining 40% 
being HSV1/2, HHV6, HHV8, Adenovirus, 
Parvovirus and JCV.

Shaping the future  
with the right portfolio
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With the help of Health Advances Research, 6 key areas 
are identified for future development and growth

Meningitis / Encephalitis opportunities are still under review
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David Allmond
Chief Executive Officer
1. What attracted you to join Novacyt?
I joined Novacyt because there are exciting times ahead. The 
company has developed strong foundations with a talented 
team, research and development, manufacturing and supply 
at scale, global commercial reach and significant capital. 
These capabilities are hard to come by and it’s an inspiring 
business challenge to put this machinery to work, in the 
right direction to take the company to the next level and 
significantly contribute to global health.

2. What strengths do you feel you bring to the 
company and how will these enhance future 
success?
I have worked all over the world in leadership roles in 
healthcare, largely pharmaceuticals. This global experience 
of building early to mid-stage companies is precisely what 
Novacyt needs. I come with a strength of leadership to 
attract and develop talent and build a strong company 
culture. I have a particular interest and skill set in defining 
strategy, choosing where to play and how to win in the future, 
and seeing this through to execution. As the diagnostic 
industry becomes more regulated I can use 
my strong pharmaceutical background to 
ensure we can be successful.

3. What motivates you to succeed?
I am motivated by three primary things. Firstly, I am 
motivated by success, which comes in many forms and I 
feel there is huge opportunity to be successful in Novacyt 
from the jump off point I have inherited. Secondly, I am 
motivated by making a difference and leaving a legacy.  
The company has clearly demonstrated this during the 
pandemic but will continue to add value to global health 
in the future across a whole range of infectious diseases 
where there is high unmet need and thirdly by a sense of 
belonging, working with talented, like-minded people in a 
progressive, diverse company culture.

4. Can you summarise the vision and growth 
strategy for Novacyt over the coming years? 
Novacyt’s vision is to become a leading clinical diagnostics 
company in the fight against infectious diseases. We are 
passionate about protecting lives from invisible threats by 
enabling informed clinical decision making in the right place 
at the right time. We plan to build a strong, sustainable base 
business across human in vitro diagnostics, life sciences 
research and integrated instrumentation. We will continue 
to be a global first responder for disease outbreaks and 
neglected diseases where our base business serves as 
the innovation engine enabling us to act with speed and 
agility. We will continue to identify areas of high unmet need 
in infectious diseases and bring the right solutions to our 
customers.
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5. Why are you focused on 
infectious diseases?
Infectious diseases are the core strength 
of the company and when defining 
strategy it is important to leverage one’s 
strengths. Infectious diseases pose 
a significant burden to populations 
around the world. Recent examples 
include the COVID-19 and influenza 
outbreaks, where viruses cross the 
animal-human divide to infect people 
and easily spread from person to person. 
These are considered novel to humans 
and have the potential to become 
global pandemics. Pathogens are also 
subject to genetic mutations leading to 
the emergence of new variants, as we 
have experienced with the COVID-19 
pandemic. In addition, the emergence 
of antimicrobial resistance, where 
bacteria, viruses, fungi and parasites 
change over time and no longer respond 
to medicines, leaves us at significant 
risk from being unable to treat diseases, 
leading to significant morbidity and 
mortality. Climate change also continues 
to accelerate the spread of vector borne 
diseases such as Zika, Yellow Fever and 
Dengue as mosquitoes expand their 
habitats. On a macro level, these issues 
drive Novacyt to work towards finding 
solutions and to materially contribute to 
global health.

6. What have been Novacyt’s 
key learnings from its 
track record in COVID-19 
responsiveness, and how 
can these be leveraged in the 
future?
The company has learned how to 
design IVD products for human health, 
conduct clinical research, gain regulatory 
approvals and manufacture at scale 
while ensuring quality. This puts us in 
good stead for our future strategy. The 
company has also shown great flexibility 
moving from government contracts to 
a diversified customer base both in the 
UK and aboard. Our ability to capitalise 
on new opportunities will be of great 
value as we diversify the company 
beyond COVID-19. We have a talented 
committed team who have hands on 
experience, shown great tenacity and 
worked tirelessly to respond to the 
pandemic and we are well placed to 
put our energy into new areas of high 
unmet need.

7. Novacyt has traditionally 
developed through UK 
business. What more can you 
do to drive business growth 
internationally?
Novacyt has already established global 
commercial reach. Beyond the UK 
we have a growing team overseeing 
Europe, Middle East, Africa, employees 
deployed in the US and Latin America 
managing our distributor networks and 
we manage Asia Pacific and NGOs 
through our global key accounts team. 
In 2021 over half of the revenues were 
from international markets and while we 
continue to develop our business in the 
UK, we expect this trend to continue as 
we serve customers across the world.

8. What do you see as the 
main challenges facing the 
company in the year ahead 
and beyond?
As we transition away from COVID-19 we 
will see an initial decline in revenue from 
the peak experienced in the pandemic 
therefore we need to judiciously manage 
our operating costs whilst maintaining 
our core capabilities to develop and 
launch the post-COVID-19 portfolio. 
This is always a fine balance, but I 
believe we are well placed to do this 
and we will have a stronger business 
as we implement our future strategy. 
The implementation of IVDR poses a 
higher regulatory hurdle for the future 
and will likely lead to consolidation in 
the diagnostics sector but I feel Novacyt 
has the capability to be successful and 
ultimately this will be a competitive 
advantage for the company. Lastly, we 
will be entering new markets and serving 
different unmet medical needs and 
new customers. We will need to remain 
focused, disciplined and agile ensure 
future success.

9. How does Novacyt intend to 
retain the skills and experience 
in its current workforce, and 
what does the company do to 
ensure talent development?
People are our greatest asset. With the 
executive leadership team, we plan to 
engage with the whole company face to 
face to seek feedback on future strategy, 
build strong relationships and provide 
answers to questions people raise. 
We will build a strong culture based 
on a clear set of values we identify 
together and the behaviours we want 
to encourage in the company. We will 
develop a performance culture through 
coaching and leadership development 
so that our team can individually and 
collectively become the best they 
can be.
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Chief Executive 
Officer’s Review

In 2021, Novacyt achieved revenues of £95.8 million in line 
with market expectations, excluding £40.8 million of DHSC 
revenues under contractual dispute, with a gross margin 
of 68% and an EBITDA margin of 39% in the underlying 
business, excluding the DHSC dispute. Revenue derived 
from COVID products accounted for 86% compared to 
95% in 2020, with the UK representing 45% of total revenue 
compared to 79% in 2020. The Company remains debt free 
with a cash position of £101.7 million on 31 December 2021.

The Company’s vision is to become a leading global clinical 
diagnostics company in the fight against infectious diseases 
by enabling informed clinical decision-making through quality 
diagnostics delivered in the right place at the right time.

Having undergone a period of internal review, Novacyt’s 
management remains focused on the previously announced 
strategic development pillars of portfolio development, 
geographic expansion, and business development. This will 
support the development of a substantive, sustainable base 
business and will serve to provide financial stability for the 
Company moving forward. It will also act as an innovation 
engine so Novacyt can continue to be a global first 
responder, tackling disease outbreaks and neglected tropical 
diseases, working with a global leading health organisation, 
other NGOs and philanthropic organisations. 

During 2021, the Company demonstrated its flexibility and 
agility to rapidly respond to customer needs for COVID-19 
testing, moving from a largely government contract base, to 
supplying a highly diversified set of customers in the private 
sector focusing on film and media, events, employee, and 
travel testing. Taking testing to the front line with highly 
sensitive, medium throughput, scalable, molecular testing 
solutions with exceptional customer service and technical 
support puts Novacyt in a strong position as it looks to 
continue diversifying beyond COVID-19. 

Novacyt is adapting and maturing its offering to become 
market and customer-led, as outlined in our strategy update 
in January 2022, focusing on solutions to serve high unmet 
needs in infectious diseases. The integrated near-patient 
workflow the Company has developed, with its proprietary 
q16 and q32 PCR instruments and user-friendly direct-
to-PCR assays, has been further enhanced with semi-
automation through the recent launch of CO-Prep™. This 
product automates liquid handling, reducing hands-on time 
and risk of contamination, whilst providing robust sample 
stewardship to reduce the chance of human error. This 
workflow platform can, in the future, be used where currently 
decentralised sample-to-result solutions are not easily 
scalable, slow and very costly.

2021 highlights

• Established an international scientific advisory board, and 
in-country and therapeutic area advisory boards to assist 
with market surveillance and directing future innovation

• Significant investment in new product development 
programmes

• Continued geographic expansion and built marketing, 
direct sales, and distribution channels with hand-selected 
partners, leveraging adjacent markets across Europe

David Allmond
Chief Executive Officer
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In 2021, the Company continued to 
diversify its revenue streams beyond 
the UK, with over half its revenues from 
international markets. This trend is 
expected to continue as the Company 
strengthens its focus in Europe, where 
CE Mark accreditation applies across the 
European Economic Area largely without 
additional regulatory hurdles, and in 
the Americas and Asia Pacific where 
Novacyt’s distributor network is being 
refined and enhanced.

With the impending implementation 
of the European IVDR in late May 
2022, the Company is well-placed to 
manage this increased clinical and 
regulatory complexity where other 
smaller organisations may struggle. It 
is anticipated this change will ultimately 
be a competitive advantage for a mid-
size, established clinical diagnostics 
company which can take advantage of 
opportunities with lower competition.

In addition to the clinical diagnostics 
and instrument portfolio, Novacyt has 
an extensive life sciences portfolio of 
research-use-only (“RUO”) products 
developed before the pandemic. In 
2021 and early 2022, the portfolio has 
been refreshed and refined to ensure 
the primers and probes are up to date 
to reliably target given pathogens. 
The portfolio will be relaunched in the 
second half of 2022 to deliver near-
term growth to underpin the base 
business. This portfolio will also act 
as an innovation engine for future IVD 
products for use in human health. 

To support the Company’s growth, the 
Executive team has been reorganised 
and strengthened and we continue 
to enhance capability across key 
areas of the business, including R&D, 
regulatory and manufacturing/supply. 

Most notably, in 2021, the Company 
invested significantly to strengthen the 
commercial organisation, recruiting 
commercial leaders with significant 
diagnostic industry experience to 
execute on the international growth 
strategy. 

Whilst we note COVID-19 remains with 
us, and we continue to offer one of the 
market’s best diagnostic portfolios for 
SARS-CoV-2 enabling our customers 
to continue tackling the virus on the 
front line, we are excited by the future 
of Novacyt as we evolve the business 
beyond the pandemic.

Looking ahead, Novacyt’s management 
believes it can achieve annual revenue 
in excess of £100 million in five years, 
whilst also delivering profit margins 
comparable to its peer group. This 
projection is based on the successful 
implementation of the strategy to 
deliver material growth in non-COVID-19 
revenues.

The Lab21 Products business continued 
to be impacted in 2021 by its core 
customers diverting testing from 
veterinary and food testing to COVID-19 

testing and as communicated in January 
2022, the Company commenced 
a strategic review of the business. 
As outlined in the review, the costs 
associated with updating the existing 
portfolios in these businesses to comply 
with IVDR and ISO regulations are 
prohibitive versus the sales opportunity 
it presents. 

Ongoing dispute with the 
DHSC
As previously disclosed, the business 
remains in dispute with the DHSC in 
relation to a supply contract entered into 
in Q4 2020, which has now become a 
legal claim. The 2021 accounts show the 
underlying performance of the business 
by excluding any financial impact of 
the disputed revenue. The Company is 
disappointed a satisfactory resolution 
has not yet been found and continues to 
believe it has strong grounds to assert 
its contractual rights in the claim. The 
Board is determined to carry on with the 
core business and to use the Company’s 
balance sheet to invest in both continued 
organic growth and M&A opportunities 
to support its strategic aims.

I am excited for what we can achieve in 2022 
and beyond. I truly believe we can deliver great 
success in the future and leave a legacy by 
applying our science and innovation, ensuring 
integrity in everything we do to create long-term 
Shareholder value.”

David Allmond
Chief Executive Officer
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Section 172(1)  
Statement

The Directors acknowledge their duty 
under s172 of the Companies Act 
2006 and consider that they have, both 
individually and together, acted in the 
way that, in good faith, would be most 
likely to promote the success of the 
Company for the benefit of its members 
as a whole. In doing so, they have had 
particular regard to: 

• the likely consequences of any 
decision in the long term  
The Group’s long-term strategic 
objectives, including progress made 
during the year, and principal risks to 
these objectives, are set out in the 
Chief Executive Officer’s Report on 
pages 24 to 25, and in the Principal 
Risks and Risk Management section 
on pages 64 to 70 respectively.

• the interests of the Company’s 
employees  
Our employees are fundamental to 
the Group achieving its long-term 
strategic objectives, and further 
disclosure on how we look after 
the interests of our employees 

is contained in Principle 3 of the 
Corporate Governance Statement on 
pages 48 to 49. 

• the need to foster the Company’s 
business relationships with 
suppliers, customer and others  
A consideration of our relationship 
with wider stakeholders and their 
impact on our long-term strategic 
objectives is disclosed in Principles 
2 and 3 of the Corporate Governance 
Statement on pages 48 and 49. 

• the impact of the Company’s 
operations on the community and 
the environment  
The Group operates honestly and 
transparently. We consider the 
impact of our day-to-day operations 
on the community and the 
environment, and how this can be 
minimised, as more fully explained 
in Principle 3 of the Corporate 
Governance Statement on pages 48 
and 49. Further disclosure on how we 
promote a corporate culture based 
on ethical values and behaviours 

is included in Principle 8 of the 
Corporate Governance Statement on 
page 55. 

• the desirability of the Company 
maintaining a reputation for high 
standards of business conduct  
Our intention is to behave in a 
responsible manner, operating 
within a high standard of business 
conduct and good corporate 
governance. This is explained more 
fully in our Corporate Governance 
Statement on pages 48 to 56, and 
is also encapsulated in our risk 
management framework on pages 
64 to 70. 

• the need to act fairly as between 
members of the Company  
Our intention is to behave responsibly 
towards our Shareholders and to 
treat them fairly and equally so 
that they may also benefit from the 
successful delivery of our strategic 
objectives.
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Financial  
Review

Financial performance 
Novacyt Group’s underlying business performed well in a 
challenging and diverse COVID-19 market in 2021, generating 
revenue of £95.8 million, of which COVID-19 products 
accounted for 86% of revenue, compared with 95% of revenue 
in 2020. Revenue to private laboratories increased by 98% 
year-on-year to £55.9 million, compared with £28.3 million in 
2020 including £10.5 million from NGOs.

Primerdesign delivered revenue of £89.9 million (2020: £272.8 
million) and remains the main generator of revenue for the 
Group, of which £84.0 million (93%) related to COVID-19 
revenue and £5.0 million non-COVID-19 revenue (7%). 
Following the launch of one of the world’s first approved 
polymerase chain reaction (PCR) tests in Q1 2020, the 
business launched 15 new assays since the beginning of 
2021 to support laboratories, clinicians, and private testing 
of COVID-19. In addition, the business launched VersaLab™ 
mobile processing laboratories and VersaLab™ Portable 
to expand near-patient testing opportunities in private 
sector testing. 

Core distributor and reseller business across UK and 
international markets delivered £32.2 million revenue, with 
sales to over 80 countries. Despite price erosion and market 
competition, the distributor business retains a strong global 
footprint and has increased its contribution from 18% of total 
revenue in 2020 to 36% in 2021. 

The private sector testing market delivered £55.9 million 
revenue in 2021, equating to 62% of total revenue, compared 
with £32.1 million revenue and 12% of total revenue in 2020. 
2021 includes £10.5 million revenue from NGOs, such as 
UNICEF, and saw a large shift in market demand, principally in 
the travel and media sectors. 

The Asia-Pacific region saw growth of 37%, taking revenue to 
£7.3 million for 2021 driven by strong distributor sales. The 
European region maintained strong revenue of £31.0 million 
in 2021, in line with the prior year. Strong revenue of q16/q32 
instruments continued in 2021, helping to grow the installed 
base with over 300 instruments placed during the year.

UK revenues fell significantly in 2021 as a result of 
significantly lower revenue with DHSC/UK Health and Security 
Agency compared with 2020. 

IT-IS International delivered revenue of £9.3 million in 2021 
compared with £6.9 million of post-acquisition revenue in 
2020. The £9.3 million included £6.5 million intercompany 
sales that are eliminated in the Group’s consolidated 
accounts. The business placed over 500 instruments in its 
MyGo product range in over 35 countries.

2021 highlights

• The business finished 2021 debt free with a cash 
balance in excess of £100 million.

• Successful integration of IT-IS business
• Underlying EBITDA margin 39%

James McCarthy
Chief Financial Officer
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Financial  
Review continued

Lab21 Products sales fell by £0.6 million 
in 2021 to £4.6 million, compared with 
sales of £5.2 million in 2020. The £4.6 
million included £1.4 million intercompany 
sales that are eliminated in the Group’s 
consolidated accounts. This intercompany 
revenue relates to services that Microgen 
Bioproducts® provided to Primerdesign in 
support of manufacturing COVID-19 kits, 
rather than outsourcing to a third party 
and thus diluting the gross profit. The 
Lab21 Products business continued to be 
impacted in 2021 by its core customers 
diverting testing from veterinary and food 
testing to COVID-19 testing. 

The Group delivered an underlying gross 
profit of 68% or £65.4 million which is 
below the 2020 gross profit of 76%. This 
is due to two main factors: i) a higher 
stock provision based on obsolescence 
of COVID-19 products as variants drove 
product proliferation; and ii) margin 
dilution as result of increased instrument 
placements as the Group builds its 
installed base.

Due to the ongoing commercial 
dispute with the DHSC, £35.8 million of 
exceptional costs of sales have been 
incurred in 2021 that are one-off and non-
recurring. The two largest items making 

up the £35.8 million are a £26.1 million 
stock provision, as a result of the Group 
buying stock to fulfil expected future 
DHSC orders that did not materialise, 
and the expensing of £6.9 million of 
stock delivered to the DHSC which has 
not been paid for as it is now part of the 
ongoing contract dispute. This reduces 
the overall Group gross profit to 31% or 
£29.7 million. 

Group operating costs fell by £7.0 
million year-on-year to £28.4 million in 
2021, compared with £35.4 million in 
2020. This is mainly due to the £19.0 

million Long-Term Incentive Plan (“LTIP”) 
expense in 2020 that was not repeated 
in 2021 offset by higher investment in 
R&D and sales and distribution resources. 
Headcount increased from 237 at the end 
of December 2020 to 283 at the end of 
December 2021.

The Group delivered an EBITDA before 
cost of sales exceptional items of £37.1 
million (39%) in 2021 compared with 
£176.1 million in 2020, driven mainly by 
significantly reduced sales. After cost 
of sales exceptional items, the Group 
EBITDA was £1.3 million (1%).

The Group generated a recurring 
operating profit before cost of sales 
exceptional items of £35.1 million 
compared with £174.8 million in 2020, 
due to lower year-on-year revenue. 
Amortisation and depreciation increased 
to £2.0 million from £1.3 million in 2020. 
Depreciation charges increased to £1.3 
million (2020: £0.6 million) as a result of 
increased capital expenditure, as we have 
in-sourced more manufacturing work and 
reduced our reliance on sub-contractors, 
whilst amortisation charges remained 
flat year-on-year at £0.7 million. The 2021 
depreciation charge included £0.4 million 
IFRS 16 leasing costs, predominantly 
covering the rental charges for Novacyt 
premises. After cost of sales exceptional 
items, the Group moved to a recurring 
operating loss of £0.7 million.

Novacyt’s underlying business performed well 
in a challenging and diverse COVID-19 market 
in 2021.”
James McCarthy
Chief Financial Officer
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The Group delivered an operating profit 
before cost of sales exceptional items 
of £28.0 million including non-recurring 
charges of £7.1 million compared with 
£167.4 million in 2020. The 2021 non-
recurring charges comprise a £5.8 
million impairment charge in relation 
to the goodwill associated with the 
Lab21 Products and IT-IS International 
businesses, £0.8 million legal and 
professional costs in relation to the 
ongoing Department of Health and Social 
Care contract dispute and £0.5 million 
restructuring costs, predominantly 
covering redundancy payments. After 
cost of sales exceptional items, the Group 
moved to an operating loss of £7.8 million.

The Group generated a profit after tax 
before cost of sales exceptional items 
of £19.2 million compared with £132.4 
million in 2020. After cost of sales 
exceptional items the Group moved to 
a loss after tax of £9.7 million, stated 
after charging other financial expenses 
of £2.0 million (2020: £0.9 million) and a 
tax credit of £0.1 million (2020: charge of 
£32.7 million). Other financial expenses 
in 2021 are primarily comprised of 
foreign exchanges losses which are 
mainly driven by revaluations of the 
2017 to 2020 LTIP scheme and bank and 
intercompany accounts held in foreign 
currencies. The tax charge, that mainly 
represents corporation tax due in the UK, 
has significantly decreased, moving to a 
credit position as the Group has swung 
from a profit before tax position in 2020 
to a loss before tax position in 2021. 
Gross borrowing costs fell to £nil in 2021 
from £1.4 million as a result of settling all 
outstanding debt during 2020. 

2021 reported a £0.14 loss per share 
versus a £1.94 profit per share in 2020.

Balance Sheet 
Goodwill has fallen from £17.9 million in 
2020 to £11.5 million in 2021. Following 
the 2021 impairment review, goodwill 
associated with the acquisition of IT-IS 
International Ltd has been impaired by 
£4.0 million. The key drivers for this are 

reduced COVID-19 demand and not 
receiving further DHSC orders, which 
reduces the future expected cash flow. 
In addition, the remaining goodwill 
associated with the Lab21 Products 
acquisition has been fully impaired 
resulting in a £1.8 million charge to 
the income statement. The remaining 
£0.6 million goodwill decrease is due to 
exchange revaluations on balances held 
in Euros.

A deferred tax asset of £3.1 million has 
been recorded in 2021 compared with 
£3.0 million in 2020. £2.1 million of the 
balance relates to the portion of the 
Long-Term Incentive Plan charge that 
was recognised in the accounts in 2020, 
but that will not be deducted for taxation 
until the remaining payments are made 
in 2022. £0.3 million arises from the 
elimination of internal profit on products 
and services purchased by Primerdesign 
from Microgen Bioproducts® and IT-IS 
International and still held in stock at 
the year end. The remaining £0.7 million 
relates to UK losses that can be carried 
forward to offset future tax liabilities. 

Other non-current assets (excluding 
right-of-use assets) have increased to 
£8.5 million from £6.1 million in 2020. 
Other intangible assets have fallen by £0.6 
million, but include £0.3 million additions 
predominantly relating to patent filling 
costs due to the launch of new products, 
offset by amortisation and foreign 
exchange revaluations totalling £0.9 
million. Property, plant and equipment has 
increased by £3.0 million, and includes 
£3.8 million of capital expenditure offset 
by depreciation totalling £0.8 million. 

Total inventories and work in progress 
has fallen significantly to £11.5 million 
at December 2021, predominantly due to 
the booking of a large stock provision. 
Inventory levels were built up as a 
result of the Group’s direct response to 
support the UK Government’s call for UK 
manufacturers to build manufacturing 
capacity and supply chain flexibility in 
response to the COVID-19 pandemic and 
was based on likely demand indicated by 

the DHSC. As future material contracts 
were not secured with the DHSC in 2021, 
a large stock provision was booked. The 
Group continues to explore opportunities 
to drive value from this inventory.

Trade and other receivables have fallen to 
£38.5 million from £79.6 million in 2020, 
mainly due to receiving £47.9 million from 
the DHSC in 2021 to clear a 2020 invoice. 
The closing 2021 trade receivable balance 
includes a £24.0 million DHSC invoice 
raised in December 2020, in respect of 
products delivered during 2020, that 
remains unpaid at the date of signing 
the accounts. Recovery of the invoice is 
dependent on the outcome of the contract 
dispute. Also included in trade and other 
receivables is a £8.2 million VAT receivable 
balance (2020: £0.3 million), that mainly 
relates to UK VAT paid on sales invoices in 
dispute with the DHSC. As the associated 
sales have not been recognised in 
accordance with IFRS 15, the revenue, 
trade receivable and VAT element of the 
transactions have been reversed, resulting 
in a VAT debtor balance. An expected 
credit loss provision of only £0.1 million 
(2020: £0.2 million) was booked at year-
end demonstrating a robust credit control 
process.

A tax receivables balance of £5.0 million 
existed at the end of 2021 versus a £nil 
balance in 2020. The main item making up 
the tax receivable balance is a £4.2 million 
overpayment of 2020 UK corporation 
tax. The Group received a refund of the 
overpayment from HMRC in March 2022. 
The remaining balance predominantly 
relates to 2021 losses that can be offset 
against 2020 taxable profits.

Other current assets have fallen to £2.0 
million from £3.7 million in 2020, driven by 
a £1.7 million reduction in prepayments. 
The key balances at 31 December 2021 
include prepayments for the annual Group 
commercial insurance, rent, rates and 
prepaid support costs. The balance at 31 
December 2020 included a large amount 
of prepaid stock that was delivered in 
2021, which was not repeated in 2021. 
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Financial  
Review continued

All outstanding debt was fully repaid 
during 2020 using cash generated in the 
year and as at 31 December 2021 the 
Group remained debt free.

Contingent consideration fell from 
£1.8 million to £0.8 million in 2021 
as a result of settling the first of two 
earnout milestones associated with the 
IT-IS International acquisition. The final 
tranche is expected to be paid in late 
2022 upon the achievement of certain 
deliverables.

Short-term provisions remained flat year-
on-year at £20.0 million (2020: £19.9 
million). A product warranty provision for 
£19.8 million booked in 2020 to cover 
Management’s view of the maximum 
cost of replacing products in relation to 
the ongoing commercial dispute with the 
DHSC remained unchanged in 2021.

Trade and other liabilities fell to £17.2 
million from £36.8 million in 2020. Trade 
payables and accrued invoices have 
fallen by £8.3 million in line with reduced 
fourth quarter sales. The UK VAT liability 
has fallen by £16.7 million to £0.1 million 
in 2021 due to sales in November and 
December 2020 being substantially 
higher than sales in the corresponding 
months of 2021. These reductions have 
been offset by the increase in other 
liabilities, moving from £5.6 million 
to £11.2 million, as the balance now 
includes the two remaining tranches of 
the LTIP, which are forecast to be paid 
during 2022.

No corporation tax was due at the end of 
2021 as the Group was in a loss-making 
position, compared with a £15.1 million 
liability in 2020. 

Other long-term liabilities is £nil in 2021, 
the £5.6 million 2020 balance related 
to the third tranche of the LTIP payment 
that is due to be paid in November 2022 
and has therefore been reclassified to 
short-term liabilities. 

Cash held at the end of 2021 increased 

to £101.7 million from £91.8 million in 
2020, driven by the strong underlying 
trading performance of the business 
when excluding cost of sales exceptional 
items. Net cash generated from 
operating activities was £15.7 million 
compared with £103.0 million in 2020 
driven by the EBITDA profitability of the 
business after cost of sales exceptional 
items of £1.3 million combined with a 
working capital inflow of £14.4 million.

Net cash used in investing activities 
fell to £5.0 million from £8.0 million in 
2020. Capital expenditure increased 
by £3.0 million to £4.1 million in 2021, 
as more manufacturing work has been 
brought in-house to reduce our reliance 
on sub-contractor manufacturing. This 
was offset by a £6.0 million reduction 
in acquisition-related cash outflows in 
2021. During 2021, £1.0 million was 
paid to settle the first IT-IS International 
contingent milestone, whereas the net 
cash outflow for the IT-IS International 
acquisition in 2020 totalled £6.9 million; 
the remaining £0.1 million variance 
was as a result of receiving an earnout 
milestone payment in 2021 associated 
with the sale of Lab21 Ltd.

Net cash used in financing activities in 
2021 totalled £0.6 million verses £5.0 
million in 2020. The main financing 
cash outflow in 2021 related to lease 
payments and the associated interest 
payments. The year-on-year decrease is 
due to Novacyt clearing all outstanding 
debt in 2020. In addition, all warrants 
had been converted in 2020.

Post Balance Sheet Events
In March 2022, Novacyt received 
confirmation that the UK Intellectual 
Property Office had granted the key 
patent (ORF1a/b), with patent number 
GB2593010. This means that subject to 
a number of adjustments, the effective 
rate of tax on profits derived from the 
sale of products covered by this patent 
is close to 10% rather than the current 

UK corporation tax rate of 19% (due 
to increase to 25% in 2023) and will 
be claimed from the time the patent 
application was made in October 2020. 
This will be treated as a corporation tax 
credit against future profits rather than a 
refund for prior periods. 

In April 2022, the Company concluded 
a review of its Lab21 Healthcare and 
Microgen Bioproducts® businesses. 
The review confirmed that the costs 
associated with updating the existing 
portfolios in these businesses to comply 
with IVDR and ISO regulations are 
prohibitive versus the sales opportunity it 
presents. Therefore, Novacyt is proposing 
to discontinue both businesses, which 
will be treated as discontinued under IFRS 
5 for 2022 accounting. The estimated 
sales impact of this decision is circa 
£2.9 million in 2022, with a gross margin 
reduction of £1.45 million, which is 
expected to be fully offset by cost 
savings. A cash restructuring charge of 
circa £0.5 million is expected; however, 
this should be fully financed from in-year 
savings and the release of working capital 
to make the closure of the businesses 
cash neutral in 2022.

The Company remains in dispute with 
the DHSC in relation to a supply contract 
entered into in Q4 2020, which became a 
legal claim in April 2022. The Company 
is disappointed a satisfactory resolution 
has not yet been found and continues to 
believe it has strong grounds to assert 
its contractual rights in the claim. The 
Board is determined to carry on with the 
core business and to use the Company’s 
balance sheet to invest in both continued 
organic growth and M&A opportunities 
to support its strategic aims. 

y order of the Board

James McCarthy
Chief Financial Officer
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As Novacyt has grown, we 
have also increased our 
focus on Environment, Social 
and Governance (“ESG”) 
matters. We are pleased to 
share ESG data in this Annual 
Report and will continue to 
develop our approach over 
time. Environment and Social 
information is covered in 
this section, while our overall 
approach to Governance is 
addressed on page 46.

Environment: Measuring  
our impact
Streamlined Energy & Carbon 
Reporting
This report is Novacyt’s second 
year of reporting under the new 
Streamlined Energy & Carbon Reporting 
requirements. 

The reporting period is the same as the 
Company’s financial year, 1 January 
2021 to 31 December 2021.

Methodology
The following methodology was applied 
in the preparation and presentation of 
this data:

• the Greenhouse Gas Protocol 
published by the World Business 
Council for Sustainable Development 
and the World Resources Institute 
(the “WBCSD/WRI GHG Protocol”); 

• application of appropriate emission 
factors to Novacyt’s activities to 
calculate GHG emissions; 

• Scope 2 reporting methods – 
application of location-based 
emission factors for electricity 
supplies;

• inclusion of all the applicable Kyoto 
gases, expressed in carbon dioxide 
equivalents, or CO2e; and

• presentation of gross emissions as 
Novacyt does not purchase carbon 
credits (or equivalents).

Organisation boundary and 
scope of emissions
We have reported on all of the emission 
sources required under the Companies 
Act 2006 (Strategic Report and 
Directors’ Reports) Regulations 2018. 
These sources fall within Novacyt’s 
consolidated financial statement.

An operational control approach 
has been used in order to define the 
organisational boundary. This is the 
basis for determining the Scope 1, 2 
and 3 emissions for which Novacyt is 
responsible, and includes emissions from 
Novacyt’s three operational facilities:

• Microgen Bioproducts Ltd and Lab 
21 Healthcare Ltd (“Microgen”), 
based in Camberley, UK;

• Primerdesign, based in Southampton, 
UK; and

• IT-IS International, based in 
Stokesley, Middlesbrough.*

*  The IT-IS International business was acquired in 
October 2020 and excluded from the 2020 reported 
numbers. For 2021, we have included IT-IS for the 
full year and restated 2020 numbers as if IT-IS had 
been part of the Group for the whole year to create 
a comparable baseline. 
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Sustainability continued

Total energy use
The total energy use for Novacyt for the year ending 31 December 2021 was 995.302 kWh. 

This represents a 52% increase in total energy use compared to the year ending 31 December 2020 (654,753 kWh). The increase 
in total energy use in 2021 relative to 2020 can largely be attributed to the continued scale-up of operations and production in 
response to the COVID-19 pandemic. This included in-sourcing of manufacturing that was previously done by third parties and 
therefore outside the scope of 2020 numbers.

Figure 1.1 Total energy use
2020 2021

Microgen  
& Lab21 Primerdesign IT-IS Total

Microgen 
& Lab21 Primerdesign IT-IS Total

Gas1 18,653 42,144 36,468 97,265 19,266 98,689 107,077 225,031

Electricity2 296,498 224,863 36,126 557,487 275,703 392,045 102,523 770,271

Transport3 – – – – – – – –

Total 315,151 267,007 72,595 654,753 294,968 490,734 209,600 995,302

Absolute emissions
The total Scope 1, 2 and 3 GHG emissions from Novacyt’s operations in the year ending 31 December 2021 were 204.8 tonnes of 
CO2 equivalent (tCO2e), using a “location-based” emission factor methodology for Scope 2 emissions. 

This represents a 38% increase in total emissions compared to the year ending 31 December 2020 (147.9 tCO2e). As with 
total energy use, the increase in total emissions in 2021 relative to 2020 can largely be attributed to the continued scale-up of 
operations and production in response to the COVID-19 pandemic.

Figure 1.2 Absolute emissions (tCO2e)
2020 2021

Microgen  
& Lab21 Primerdesign IT-IS Total

Microgen 
& Lab21 Primerdesign IT-IS Total

Scope 14 3.4 7.7 6.7 17.9 3.5 18.1 19.6 41.2

Scope 25 69.1 52.4 8.4 130.0 58.5 83.2 21.8 163.6

Scope 3 – – – – – – – –

Total 72.6 60.2 15.1 147.9 62.1 101.3 41.4 204.8

Intensity ratios
As well as reporting the absolute emissions, Novacyt’s GHG emissions are reported below on the metrics of kg of CO2 equivalent 
per full-time employee (“FTE”) and kg of CO2 equivalent per square foot of occupied areas. These are the most appropriate metrics 
given that the majority of emissions result from the operation of Novacyt’s offices and the day-to-day activities of the employees. 
All of the intensity ratios have been calculated using Scope 1 and Scope 2 emissions only.

The intensity metrics based on floor area in the year ending 31 December 2021 was 37.1 kg CO2e per m2 which is a reduction of 
12% versus last year. The employee number metric in the year ending 31 December 2020 was 741.9 kg CO2e per FTE using the 
location-based method which is a reduction of 13% versus prior year. 
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Table 1.3 Intensity ratios
2020 2021

kg CO2e/FTE6 kg CO2e/m2 8 kg CO2e/FTE7 kg CO2e/m2 9 

Scope 1 102.8 5.1 149.3 7.5 

Scope 2 747.0 37.0 592.6 29.6 

Scope 3 – – – –

Total GHG emissions 849.8 42.0 741.9 37.1 

Energy efficiency actions undertaken
Novacyt has taken a number of actions to increase the business’s energy efficiency in the year ending 31 December 2021, 
focused on: 

i. Reducing absolute energy consumption through capital investment projects; and
ii. Reducing energy consumption per unit output through scaling up production (economies of scale), increasing asset utilisation, 

and increasing automation.

Principal actions reported have had a direct impact on the energy efficiency related to Scope 1 and Scope 2 emissions, as defined 
by the Company’s operational boundary for the year ending on 31 December 2021. For increased transparency in emissions 
disclosure reporting, additional information has been provided on actions impacting the energy efficiency related to Scope 3 
emissions despite falling outside the Company’s operational boundary.

Table 1.4 Energy efficiency actions 
Principal actions 

Scope 1 (Gas Consumption) and 
Scope 2 (Electricity Usage)

Reduced energy consumption  
(per unit output)

• Increased asset utilisation 
Novacyt has improved asset 
utilisation efficiency by optimising 
manufacturing batch size, adopting 
more efficient practices, and scaling 
up asset size commensurate with the 
ramp up in operations.

• Improved processes from high 
energy consumption methods to 
more energy efficient processes.

Additional information Scope 3 
(Transport) 

Reduced transportation across the 
value chain

• Reduced global transportation 
RNase-free water production has 
been brought in-house, displacing 
the need for RNase-free water 
procurement from North America. 

• Reduced road transportation 
Increased manufacturing in-house 
rather than at external sub-
contractors and consolidation of all 
storage at the same site has reduced 
the transport of products.

Reducing packaging 

• Improved product design  
New PROmate® design features 
less plasticware, pipettes, PPE, 
and laboratory decontamination 
materials to reduce end-to-end 
consumables. 
New laser-etched barcodes have 
replaced standard labels to reduce 
material usage. 

• Reduced waste  
Novacyt has continued to take 
action to reduce single-use waste 
by increasing the materials reused 
and recycled through the Company’s 
operation.

Managing waste

Novacyt’s manufacturing process generates very low levels of non-hazardous and hazardous waste.
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Sustainability continued

How we support our 
employees
We provide an Employee Assistance 
Programme in order to help all our 
employees and their families when 
faced with adversity in their lives. They 
offer confidential assessments, short-
term counselling, referrals, and follow-
up services to employees who have 
personal and/or work-related issues.

We also partner with a specialist 
organisation that provide advice 
to Novacyt on how we re-engage 
with people who have been absent 

due to health issues or extenuating 
circumstances that have occurred in 
their lives. They help our people with 
how they can best settle back into their 
job and career. 

We offer a comprehensive and 
competitive range of employment 
benefits for our people. We also hold 
regular “townhall” meetings to support 
communication and engagement. 

Novacyt has a set of Coronavirus 
policies, designed to ensure the safety 
and wellbeing of our employees as well 
as the continuity of our business. These 

include regular testing of employees 
coming into our workplaces, as well 
as good hygiene practices. These 
are reviewed regularly in response to 
evolving legislation.

Social diversity and inclusion
Novacyt actively supports diversity and 
inclusion and seeks to create a culture 
where everyone feels comfortable to 
be themselves at work and have their 
contribution valued, and where individual 
differences can be celebrated. This 
approach is captured in our Equality, 
Inclusion and Diversity policy.

The importance of talent  
to Novacyt
Novacyt prides itself in the talented 
people we employ, who are critical to 
our vision to become global leaders in 
the fight against infectious diseases, 
and ensure we retain our competitive 
advantage in a challenging market. Our 
success is truly down to their passion, 
commitment, and continued successful 
performance. Our employees rapidly 
respond to opportunities with innovation, 
drive and agility. 

How we attract and retain talent
We use several methods to attract 
talent from the market. We have very 

successful partnerships with a select 
number of recruitment consultancies 
that represent us internationally. Our 
“Refer A Friend” programme rewards 
existing employees that recommend 
their friends and family to apply to 
and join Novacyt, and vacancies are 
advertised internally across our sites. 
We maximise the use of the Novacyt 
career webpage, social media sites and 
job boards to promote our brand and 
advertise our career opportunities. 

Novacyt’s workforce expanded in 2021 
due to continued growth of the business. 
The number of full-time equivalents 
rose from 237 in 2020 to 284 in 2021. 

During 2021, we hired 199 employees on 
permanent or fixed-term contracts, and 
brought in a further 134 temporary staff 
in order to support peaks in customer 
demand. 90% of our roles were filled 
externally, and the average time it took to 
fill a role was 35 working days.

Due to the rapidly changing business 
landscape, and following the scale-up 
during the pandemic, we experienced an 
unplanned turnover rate of 30% for 2021, 
averaging around 3% of headcount per 
month. Reducing voluntary turnover and 
enhancing engagement and retention is 
an area of focus for our leaders. 
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Sustainability continued

Social – training and 
development
The Manager Development Programme 
continued to support and develop 
our people managers through 2021, 
ensuring they have the requisite 
skills and capabilities required to 
lead, coach and develop their teams. 
We have 43 managers progressing 
through the programme which includes 
modules on Developing and Coaching 
your Team; Motivating your Team; 
Understanding your Leadership Style 
and Handling Conflict, to name a few. 
We anticipate that all participants will 
hold certifications by the end of 2022. 
Typically, each participant attending the 
programme spends a day per month 
in the formal programme, and further 
time reflecting on and consolidating the 
content in their roles, supported by their 
manager. 

In addition to internal training on product 
launches, we also invest in upskilling 
our external partners. During 2021, we 
ran over 150 training events covering 
all segments from Non-Governmental 
Organisations to Distributors and direct 
end users.

Novacyt also provides individuals with 
ad hoc training courses as and when 
required to meet their role requirements 
and career aspirations. We also support 
employees who wish to undertake 
professional qualifications.

Health and Safety
At Novacyt, we have a clear policy 
on health and safety. Employees are 
provided with health and safety training, 
and protective clothing and other 
equipment if required. Novacyt complies 
with the OHSAS 18001 standard.

In 2021, no injuries were reported 
at work. 

Supporting communities  
and wider society 
Charitable giving
At Novacyt, we believe in contributing 
to communities where we operate, and 
we have made donations to various 
charities and schools in the Camberley, 
Southampton and Middlesbrough areas. 

Following the transformational financial 
performance of Novacyt in 2020, a 
Charity Committee was created from 
a number of key employees within the 
Group tasked with identifying schools 
and charities in need of support 
particularly following the COVID-19 
pandemic. A sum of £500,000 was 
dedicated to supporting a total of 25 

schools and 50 charities throughout 
2021. We contributed to projects 
supporting critically ill children and 
adults, the homeless, old age pensioners 
and war veterans. 

The Novacyt Group is proud to have 
played a part in supporting local 
communities and is truly humbled by the 
impact our charitable donations have 
made to so many people in 2021.

Since May 2021, Novacyt has supported 
UNICEF with the donation of one million 
COVID-19 polymerase chain reaction 
(PCR) tests that have been sent to the 
Maldives, South Sudan, Democratic 
Republic of Congo, Palestine, Bosnia, 
Herzegovina, Montenegro and Nigeria. 

A summary of the gender split at the management level in the organisation in 2021 is below.

Non-Executives

Female Male

Total Employees

Female Male

Executive Leaders

Female Male

People Managers

Female Male
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References: 
1 Scope 1 covers direct emissions from sources owned or controlled by the Company, including emissions from fuel combustion (e.g. emissions from 

combustion in owned or controlled boilers, furnaces, vehicles, etc.), process emissions (e.g. emissions from chemical production in owned or controlled 
process equipment), and fugitive emissions (e.g. intentional and unintentional). Of the aforementioned facilities or assets, only natural gas combustion within 
boilers is applicable to Novacyt’s operations.

2 Scope 2 covers energy use and related emissions from electricity purchased for Novacyt’s own use.

3 Scope 3 covers energy use and related emissions from business travel in rental cars or employee owned vehicles where Novacyt is responsible for purchasing 
the fuel.  Novacyt does not purchase fuel for business travel or employee-owned vehicles, as such Scope 3 emissions are not applicable based on the defined 
organisational boundary.

4 Scope 1 data calculated by multiplying total fuel consumption (gas – kWh) by the UK Government GHG Conversion Factor for natural gas defined for the given 
year (2020: 0.18387 kg 2021: 0.18316 kg CO2e/kWh).

5 Scope 2 data calculated by multiplying total electricity consumption (kWh) by the UK Government GHG Conversion Factor for electricity generated defined for 
the given year (2020: 0.23314 kg CO2e/kWh; 2021: 0.21233 kg CO2e/kWh).

6 Number of FTE equivalents in 2020 was 174. this has been re-stated to include IT-IS for the full calendar year.

7 Number of FTE equivalents in 2021 was 276.  This increase can be attributed to the significant scale-up of the organisation during the COVID-19 pandemic, 
including  the insourcing of manufacturing and warehousing activities during the course of 2021.

8 Building area in 2020 was 3,517 m2.  This has been restated to include IT-IS premises for the full year.

9 Building area in 2021 was 5.516 m2. This reflects the expansion in production in both IT-IS and Primerdesign and the shift from 3rd party warehousing to using 
our own managed facilities.
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