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Pain Therapeutics, Inc. is a medical

research company based outside 

of San Francisco, California. We

specialize in the development of novel

proprietary opioid drugs (‘narcotic

painkillers’). The target market for

Oxytrex
™
, our lead drug candidate,

exceeds $1.5 billion in the U.S.



This is an extraordinary time to be part of Pain
Therapeutics. Exciting clinical progress is being
made, while at the same time we are dissecting the
cellular mechanisms that underlie the actions of our
drugs. Existing opioid drugs (sometimes called
‘narcotic painkillers’) are often only partially effective
at best, yet the market for these drugs continues to
grow. Growing use is leading to greater diversion
problems and higher abuse potential. An increasing
elderly population is experiencing painful conditions,
such as severe osteoarthritic pain, which may
benefit from the chronic use of opioid drugs. Within
this maelstrom of change Pain Therapeutics is
developing the next generation of opioid drugs. 

Most opioid drugs in use today are related to
morphine. Morphine was first isolated from the poppy
plant in 1865. Since then, there have been few drug
innovations for the treatment of severe pain. We at
Pain Therapeutics are developing the next generation
of opioid drugs to close a 138-year gap in drug
therapy. We are developing drugs to conquer pain.

Normally, this is my favorite time of the year. 
This is when I can brag about our hard-working
employees, salute shareholders for their infinite
patience, highlight management’s performance and
predict great things ahead for the future of Pain
Therapeutics, Inc.

What a difference a year makes. Despite much
technical progress, 2002 marks the year when 
the entire biopharmaceutical industry was thrown
into a state of uncommon disarray. The boundless
optimism of prior years mellowed. Share prices fell.
Confusion and uncertainty reigned.

In this Letter to Shareholders, I will examine how
these themes relate to your Company. More
importantly, I will outline what we’re doing to win
despite a tough environment. I will even make the
case that confusion creates opportunity. But before
doing so, I would like to highlight the progress of
Pain Therapeutics in 2002. 

Dear Shareholder
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Steady Progress in 2002

We started the year 2002 with several drug
candidates in the pipeline. By year-end, we had
prioritized the pipeline in order to focus on the
development of our lead candidate, Oxytrex™. We
did this in order to maintain a long-term view of our
cash reserves, which stood at a comfortable level of
$50 million as of December 31, 2002. 

In 2002, sales of oxycodone in the United States
exceeded $1.5 billion, an increase of over 15 percent
from the prior year. If approved by the FDA, we
believe our Oxytrex™ drug has the potential to
compete with oxycodone in the marketplace. This is
one reason why Oxytrex™ became our lead candidate.

While it’s nice to have a drug with such potential in
the pipeline, the impetus for us to develop Oxytrex™

is not driven entirely by market considerations. In
fact, we see a confluence of compelling reasons to
develop Oxytrex™. Foremost, we see clinical need.
Oxycodone is widely used by patients with severe
chronic pain. Yet we also know this drug often
provides inadequate pain relief. Or sometimes the
pain relief is adequate but the drug’s side effects
are unbearable. Tolerance (meaning more and more
drug is needed over time to achieve the same level
of pain relief), nausea, vomiting, withdrawal effects,
constipation, or other ill effects can be part of the
drug regimen. In addition, oxycodone continues to
be associated with unacceptably high social costs.
In 2002, for example, the Drug Enforcement Agency
linked certain forms of oxycodone to widespread
patterns of illicit use. Several alternatives to
oxycodone do exist but these alternative drugs,
such as morphine, are often as problematic as
oxycodone itself. 
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FocusMaintaining a long-term view

✔ ✔ ✔

We know two things for certain: first, that physical

pain remains a fact of life for millions of people

around the world. Second, we know that conventional

painkillers are ineffective for many people with

severe, chronic pain. We also know that the U.S. 

market for opioid drugs is very large and grew over

10 percent in 2002. 

These certainties drive the mission of Pain

Therapeutics, which, simply stated, is to develop 

and commercialize novel drugs to conquer pain.

Since inception, our vision has never swayed 

from this singular mission. 



Oxytrex

In 2002 we made steady clinical progress while being

careful to maintain our cash reserves. Our cash

requirements in 2002 were actually lower than

expected. Our net loss for the year—$16 million—

came in well below expectations. We did this by

asserting tight fiscal discipline across the organization

while maintaining clinical momentum. 

We will build on the lessons of 2002 by giving careful

thought to where our resources can usefully be

applied in 2003 and beyond. Like all companies, we

cannot afford to pursue all research avenues

simultaneously. Our clinical goals in 2002 were

aligned to our resources. We met these goals last year

and plan to do the same in 2003.

Our lead candidate

✔✔ ✔

™
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The Case For Innovation

Clearly, 2002 was a year of steady progress for
Pain Therapeutics. Our progress occurred, however,
during one of the worst imaginable years for the
biopharmaceutical industry.

The modern biopharmaceutical industry was launched
25 years ago on a bet that biology could be used to
improve the health of millions of people. By and
large, that bet has been won. Dozens of small firms,
financed by patient investors, have developed and
gained approval for countless new drugs. Innovative
new drugs have saved million of lives, and have
improved the quality of life for millions of patients. 

In a perfect world drug innovation is rational, steady
and frequent. In practice, the biopharmaceutical
industry works in cycles. We think the industry will
continue to deliver novel drugs, but in starts and fits
rather than in a straight line. And its investment
appeal comes and goes with rhythmic regularity. As
managers, our job is to deliver steady progress in
an unsteady environment. 

The current cycle comes at a time when so many
small medical research boutiques are in final phases
of testing innovative new drugs, which is the most
expensive phase of drug development. To further the
irony, the research productivity of giant drug com-
panies continues its long decline at a time when small
companies have become wellsprings of innovation. 

There are useful lessons here. First, Pain
Therapeutics will thrive by developing innovative new
drugs that solve unmet medical needs. We believe
our vision of developing better painkillers for people
with severe, chronic pain fits the bill. Second, we
have no desire to look back on the heady days 
of yesterday. Our value is in the future. Our plan 
is to execute against our milestones and to 
win FDA approval for our drugs. These are the
visible triumphs that create value. Third, we will
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manage our business against a long-term plan. 
We will neither ignore nor react to the periodical
tidal changes that rock the biopharmaceutical
industry. Last, the current cycle tells a message:
focus on core programs and conserve cash. In
2002, we did both. 

Trust, and How We’ll Sustain It

In 2002, Pain Therapeutics made steady progress
during a Winter of discontent in the biopharmaceu-
tical industry. We suffered as the industry suffered.
As the year 2003 unfolds, our industry appears to
be drifting into a silent Spring. Small medical
research companies continue to suffer the slings
and arrows of an indifferent public. Large drug
companies continue to suffer empty pipelines.
Through it all, however, we firmly believe that big and
small drug companies can’t exist without each 
other. The success of both hinges on the
development and commercialization of novel drugs,
such as Oxytrex™. 

Finally, the strength of Pain Therapeutics lies in its
ability to attract the best, the brightest and the
hardest working minds. We took care to retain top
performers and innovators in 2002. We plan to do
the same in 2003. 

We will continue to develop novel drugs to conquer
pain. My colleagues and I thank you for sharing 
this vision.

Respectfully,

Remi Barbier
Chairman of the Board
President and Chief Executive Officer
Shareholder
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Over the last 25 years, biopharmaceutical companies

have expanded through every economic downturn. In

2002, the Nasdaq Biotech Index fell 44 percent, yet

small drug companies won over 20 FDA approvals and

attracted over $11 billion in new investments to develop

novel drugs. 

We believe many of these products will find eager

markets as baby-boomers age. We believe medical

research companies that are developing novel drugs

such as Pain Therapeutics, Inc., will become an

economic force in the coming years.
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ProgressExecuting against our milestones
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CORPORATE HEADQUARTERS

416 Browning Way
South San Francisco, California 94080
650-624-8200
http://www.paintrials.com

GENERAL COUNSEL

Wilson Sonsini Goodrich & Rosati
Professional Corporation

INDEPENDENT AUDITORS

Ernst & Young LLP

REGISTRAR AND TRANSFER AGENT

Communications concerning transfer
requirements, certificate exchanges, lost
certificates, changes of address and 
name changes should be directed to the
Transfer Agent:

Mellon Investor Services LLC
85 Challenger Road
Ridgefield Park, New Jersey 07660
800-356-2017

FORM 10-K

A copy of our Annual Report to the Securities
and Exchange Commission (Form 10-K) may 
be obtained without charge upon request to
Investor Relations.

CORPORATE DIRECTORY

INVESTOR RELATIONS AND 

SHAREHOLDER INQUIRIES

Shareholders, security analysts, investment
professionals, interested investors, and the media
should direct their inquiries to:

Investor Relations
416 Browning Way
South San Francisco, California 94080
650-624-8200
http://www.paintrials.com
investor-relations@paintrials.com

STOCK INFORMATION

Our common stock trades on the Nasdaq Stock
Market® under the symbol PTIE. No dividends have
been paid on the common stock to date and we do
not anticipate paying dividends in the foreseeable
future. On February 28, 2003 there were 89
holders of record of our common stock.

PRICE RANGE OF COMMON STOCK

The following table lists the high and low reported
sales prices for our common stock as reported on
the Nasdaq Stock Market®. 

2002 2001

Quarter High Low High Low

First Quarter $10.61 $7.46 $15.75 $6.75
Second Quarter $12.12 $6.10 $10.94 $5.40
Third Quarter $10.00 $3.86 $ 8.24 $5.91
Fourth Quarter $ 4.76 $2.00 $ 9.25 $5.30

ANNUAL MEETING

Our Annual Meeting of Stockholders will be held at
10:00 a.m. Pacific Time on May 29, 2003 at the
offices of Wilson Sonsini Goodrich & Rosati, 
650 Page Mill Road, Palo Alto, California.

This Annual Report contains forward-looking statements that include risks and uncertainties. Examples of such statements include, but are
not limited to, statements relating to the clinical status, the potential benefits, or the size of the potential market for our drug candidates.
These statements involve risks and uncertainties associated with our business.  You are cautioned not to rely on such statements as our
actual performance may differ. For a full description of our business and its associated risks and uncertainties, please refer to the attached
Form 10-K for the year ended December 31, 2002.
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