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The 6" Bioshares 2010 Thredbo Biotech Summit - Event Coverage

Acrux and the Axiron Story —

From Phase Ill to Licencing to Eli Lilly
Earlier this year Acrux licensed the global rights to its Axiron product (transdermally
delivered testosterone for males) to Eli Lilly in what is arguably alandmark deal for
Australian biotech. Acrux executives Jon Pilcher (CFO) and Hugh Alsop (Director of
Business Development) spoketo the 6™ Bioshares Thredbo Biotech Summit audienceon
strategies, issues and processes that led to this outcome.

John Pilcher began by summarising what had been achieved to date. The deal, which
took place in March 2010, followed the successful completion of a Phase 111 trial of
Axiron. Manufacturing was set up with Orion in Finland, atask which Pilcher said was of
the same difficulty and importance as managing and completing the Phase 11 trial.

Acrux submitted an NDA with the FDA in January with areview decision expected by Q1
2011. The company isbeing assisted by itslicensee Lilly with thistask.

Deal Terms and Choice of Partner Both Important

Pilcher emphasised that it was not just the deal termsthat were important for Acrux but
certain characteristics of thelicenseeaswell. Lilly isatop ten pharma, with distributionin
130 countriesand strong in emerging markets. However, Pilcher said that biggest attrac-
tionfor Acrux wasthat Lilly markets Cialis, an erectile dysfunction drug marketed to the
same physiciansto whom Axiron will be marketed. Lilly cameto market with Cialisafter
Pfizer launched Viagrabut "redled Viagrain by clever marketing and areal commitment to
menshedlth" and now Cidlisisrivalling Viagrain sales. "Lilly wasthe perfect commercial
partner - we couldn't have found anyone better" he said.

So far the company has received US$50 million as an upfront payment and stands to
receive another US$3 million when manufacturing assetsaretransferred to Lilly. When
Axironisapproved by theFDA, Acrux will receive US$87 million. Another US$195 million
in paymentsis dependent on sales performance milestones being achieved, which Pilcher
emphasised were not blue-sky milestones. Finally, the deal included a royalty compo-
nent, which if modelled in net present value terms represents twice the milestone pay-
ments.

The deal had a great balance to it, said Pilcher, and the company was keen to get a
substantial upfront on FDA approval. However, Pilcher said Acrux did not want to trade
away upfront with "puny royalties’. Acrux will start paying dividends, subject to FDA
approval of Axiron,in2011.

Axiron Development History

Pilcher reviewed the devel opment history of Axiron. In2007 Acrux received aterm sheet

for Axiron, however the company rejected the offer and changed strategy for the product,

electing to fund aPhase |1 program. The company raised $22.5 million for this purpose.
— Cont'd over
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— Axiron cont'd

"When we looked at what was needed to complete devel opment,
we thought we had the capabilities to do that."

In 2008, the company set up the manufacturing agreement with
Orion, commenced the Phasel |1 trial, but also commissioned mar-
ket research which meant that Acrux could validate its assump-
tionsabout Axiron.

Pilcher said that the partnering process did continue on from 2007,
in that the company continued to build relationshipswith poten-
tial partners. However, these discussions did not include money
terms until the partnering process kicked off at a higher level in
20009.

Axiron Positioning and Market Opportunity

Hugh Alsop, Acrux's Director of Business Devel opment, discussed
the positioning of Axiron, using aproduct tag created for Axiron
of 'letting patients get back to what isimportant'. In this case, the
patient group is men who need to restore a sense of masculinity
that is lost with low levels of testosterone. Symptoms include
erectile function, decreased sexual desire, fatigue, loss of energy,
mood depressions and osteoporosis.

The market opportunity is based on epidemiology studies that
show that up to 39% of men over the age of 45 could have clini-
cally diagnosed low testosterone. Thisgivesanideaof the size of
the market and estimates are that only 10% of that market are
receiving treatment. Current treatmentsinclude injections, which
arepainful, and gels, which are messy and are subject to therisk of
person-to-person transfer. In contrast, Axiron is applied to the
armpit, isfast drying and is odourless.

Axiron has been shown to restore testosterone consistently to
normal ranges and has been clinically proven to improve libido
and sexual function said Alsop. This means men can feel more
confident and havereal vitality intheir lives.

The global market for testosterone products has now reached
US$1.2 billion as measured by sales, of which 83% isin the US.
The market has shown strong growth for anumber of yearswith a
compound annual growth rate from 2004 to 2009 of 17%.

Phase Ill Results

The primary endpoint was the restoration of testosterone within
the normal range at the end of four months, for 75% of trial sub-
jects. The Phase |11 endpoint was exceeded with 84% of trial sub-
jectsregistering testosterone levelsin the normal range after four
months. In fact, after only two weeks of treatment, 76% of trial
subjectswere recording testosterone restored to the normal range.

“Execute to Perfect”

The philosophy that drove the development of Axiron was con-
tained in aphrase 'Executeto Perfect' that wasintroduced early on
by the CEO of Acrux, Richard Treagus. The phrase was used to
create amindset that ensured that all the el ements of the develop-
ment program were covered.

Alsop said that the Axiron development program was "not just
about theclinical trial, not just about meeting the primary endpoint.

It was about compl eting a package that the marketing partner had
very littleto do to finish off. They (the partner) didn't have set up
manufacturing, they didn't haveto worry about | P, do further work
on containment closure, or scale up the applicator.”

"When we put the board proposal together in 2007 we made sure
we had every element, clinical, |P, containment closure, supply
chain, brand funding, all in that board presentation, all were ad-
dressed and were a fundamental part of the project plan," said
Alsop.

Alsop said the reason Acrux opted for acomprehensive devel op-
ment plan was that "We did not want to be sitting opposite a
licensing partner who said 'Y ou have great clinical data, but we
need to spend another 'x' million dollars on the supply chain, or fix
up IR, or you still have scale up work to do on your applicator. We
did not want to be in that position.”

Catching the Big Fish

The partnering process was driven with five objectivesin mind,
thefirst of which wasto have an outcome that maximised value by
Q1 2010. Acrux had publicly stated an objective to be profitable
for FY 2010, soadea hadtodeliveredin H1 2010.

The second objective was to control the entire process. "We had
aprocessin placethat drovethetimeline, theinformation sharing
requirements, when offers needed to be submitted, what struc-
tures they needed to bein,” said Alsop.

Thethird objective was to maximise the number of possible part-
ners.

Thefourth objectivewasto carefully managetheinformation shar-
ing process from two perspectives, one of which was confidenti-
ality. Alsop said that Acrux put in a confidentiality process spe-
cific to the partnering process that was very onerous and set the
bar higher than what many pharmacompanieswere used to. This
was done to protect the eventual licensee of the product in terms
of the information that was being shared but also used to qualify
interest in the product. The second element of information shar-
ing process was the management of the confidentiality of the data
access. Thiswas achieved using an online data room.

Thefifth objective wasto establish competitivetension. "In every
discussion we had, we emphasised it was a competitive process
by using deadlines and using language to emphasise it was a
competitive process, in termsof deadlines, dates, the provision of
information in specific formats. We wanted to convey to every
person that they weren't the only person we were talking to."

Insights from Interactions with Potential Partners.
Alsop discussed some of the insights they learned from their in-
teractions with potential partners. One early sign stemmed from
how apotential partner responded to the stringent CDA require-
ment. " One particular company was still negotiating the CDA six
weeks after receivingit. If they aretaking that long to do that, then
how could they be expected to get through the product licensing
negotiations? That was avery telling step".

— Cont'd over
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Navigating within Big Pharma

Another challenge faced by Acrux was the need to determine if
the person they were talking to had a mandate or possessed influ-
ence in the organisation or were achampion for the opportunity.
"We needed to understand this early on because we did not want
to waste our time with people that weren't serious’.

A further challengefor Acrux wasto understand apotential part-
ner's process of evaluation and approval. "We needed to know
what information they needed and when they need such informa-
tion to make adecision.”

Looking for Genuine Interest

Another factor that Acrux had to deal with in the process was
dealing with the partieswanting to gather competitiveintelligence
versusreal interest. To addressthis, if the interested party asked
for specific Phase Il data, Acrux stipulated that had they had to
put an offer on thetable before they saw the data. This meant that
companiesfishing for information quickly walked away. Thisput a
hurdle in place to sort out the genuine from the non-genuine po-
tential partners.

Another insight gained was from analysing the type of questions
received, for example, if the questions came across as 'poking
holes in our product'. "Were they putting up every reason why
theclinical trial wasdesigned wrongly, every reasonwhy it wouldn't
get approved, every reason why the COGS wouldn't satisfy their
requirements?’ The opposite was whether they were objectively
evaluating the product and pitching the product in the business
and understanding what they need to finish the product and get it
to market. Thesewereagood indicator of thelevel of interest and
the seriousness of interest in our product.

Travel !

Another facet of the process was discovering whether or not a
potentia partner waswillingtotravel to Australia. Although Aus-
traliansare willing to travel long distances, thereverse can bethe
case for international companies. "When six weeks after we re-
leased our Phase 11 resultsateam of six peoplefrom aBig Pharma
company turned up on our doorstep, we knew we had some seri-
ousinterest," exclaimed Alsop.

Tools Used in the Process

Alsop described some of the information and information man-
agement toolsused in the licensing process. Acrux prepared fact
sheets but also wrote an Information Memorandum, whichwas a
30-40 page document that was published immediately after the
Phase I11 results were announced. This contained detailed infor-
mation on the product, including devel opment status, information
about I P, the partnering process and thetimetable. Thetimetable
included the deadline for submission of offers, when finalised
term sheets should be delivered, dates for due diligence and an
expectation of the format of an offer.

Web-based communications were delivered using Cisco'sWebex
and a data room was managed using software supplied by
Ansar ada. The dataroom gave Acrux the ability to control access
to different levels, note when people had accessed documents
and what documents they had accessed and for how long.

Evaluating the Offers

A final challenge for Acrux was how to evaluate offers. Acrux
developed three principles for evaluating offers. These were the
maximising of value, maximising the certainty of receiving value
and thirdly allowing for flexibility on the structure of the offer.

One of the most important assumptions in the offers was that of
sales, with deal values proving very sensitive to sales assump-
tions. Acrux evaluated deal offerings by applying the same sales
assumptions to each offering. This was followed by analysing
sales using the assumptions supplied by each potential licensee.
It was important to use both methods, said Pilcher.

The deal swere al so assessed according to execution risk, in other
words taking into account the likelihood that a potential partner
could achieve their sales forecasts.

A Clear Purpose

Pilcher said that in 2007 when Acrux announced achange of strat-
egy it did so with avery clear purpose: to complete the Phase I11
and then partner the product.

Management developed a detailed business plan that contained
three main elements:

—Activitiesneed to develop Axiron

— A costing of the process

—A timelinefor the process

Acrux then went to shareholders with a very clear proposition.
Pilcher said that Acrux wasraising money for aspecific proposal,
and not for working capital and was able to say to shareholders
‘We are raising this much money, thisis why we need it, thisis
what we are going to do withit.’

Pilcher said that the company also decided to publicly commit to
outcomesand timelines. “* Wewere putting ourselveson theline.”
However, Pilcher believes this helped them raise capital for the
project in lessthan 48 hours.

The Challenge of ‘Executing to Perfect’

Although the program was delivered on time and within sbudget,
Pilcher said that the process was not without issues. "There were
issues everywhere—issuesin thetrial, in manufacturing, and right
inthe middle we had the GFC. Weraised capital at $1.60 and the
price plummeted to 40 cents. Therewas nothing we could do about
it. The exchange rate went from 90 centsto 60 cents and back to 90
again through the execution period. It was not plain sailing.”

“But we devel oped aculture of dealing with problemsimmediately
asthey came up and put the collective brains of the company on
to dealing with them. All of uswere all over the detail of every-
thing.”

In summing up, Pilcher said that diligencewasakey disciplinefor
the Acrux team. “We paid attention to every minute detail”. And
Acrux constantly refined itsassumptionsasit progressed through
the partnering process.
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The Application of Starpharma’s Dendrimer Platform to Drug Delivery

Starpharma's CEO, Jackie Fairley, gave avery enlightening pres-
entation on another aspect of the Starpharma portfolio. While
much has been communicated about Starpharmals Vivagel prod-
uct and its application asamicrobicidal condom coating, the com-
pany was asked to present on the rapidly strengthening interest
inthe use of the company's dendrimersfor the application of drug
delivery. The presentation clearly showed just why there is so
much interest in the Starpharmastory.

Starpharmaisusing itsdendrimers as achemical scaffold that can
be attached to existing pharmaceutical s to enhance their proper-
ties. Starpharmahas drug delivery partnershipswithEli Lilly (for
pharmaceuticals), with Stiefel L abor atorieswhichisnow part of
GlaxoSmithKline (for dermal products), with Elanco, theanimal
health division of Eli Lilly, and some earlier stagedeasincluding
inagrochemicals.

The specific properties of drugsand agrochemical sthat dendrimers
can improve include: better efficacy of drugs through tissue tar-
geting; drug half life extension; reduced toxicity; product life cy-
cle management; and better drug solubility. It was perhaps the
data from the preclinical studiesthat really confirms how much
progress the company has madein drug delivery.

Cancer Drugs

Paclitaxel (or Taxol) is normally almost completely insoluble in
water (only 0.8 ug/ml). However when Starpharma covaently
bonded that drug with its dendrimer, the solubility wasincreased
by morethan 9,000 times.

Fairley pointed to the very interesting case study of Abraxis
Biosciences. Taxol islargely insolubleand its*oily’ formulation
includes cremoforms that cannot be removed in manufacturing.
These cremoforms cause hypersensitivity reactionswith patients.
This means the drug needs to be administered very slowly over
many hourswith patients resting in a hospital bed.

Abraxisimproved thewater solubility of taxol inare-engineered
product called Abraxane. A consequenceisthat Abraxane can be
delivered quickly in an out-patient setting. Abraxane generates
sales of around US$350 million and recently Celgene announced
itsacquisition of the company for US$2.9 hillion.

Patent Expiration Driver

One of theissuesdriving the strong interest in drug re-engineer-
ing according to Fairley isthe number of patentsexpiring for exist-
ing drugs. It isalower risk option to, in acreative way, modify an
existing drug than to go right back to the beginning with a new
chemical entity said Fairley. Starpharmaisworking with al catego-
ries of drugs, including small molecules, proteins, peptides and
even antisense drugs.

Increased Half Life Means Less Frequent Delivery

By changing the size of the dendrimer, Starpharma can increase
the half-life of pharmaceuticals. For the drug methotrexate, the
company has shown it can extend the half-life out from 24 minutes
to over 50 hours. For cancer drug doxorubicin, the half-life can be

extended from about 30 minutes to 34 hours. Fairley said
doxorubicinisstill the most widely used cancer drug in theworld.

Thisincreased half-life has al so been achieved with protein drugs.
Insulinisanother product Starpharmaisworking on. Eventhough
thisis an on old off-patent drug, insulin generates sales of $16
billion ayear and there is still interest in improving the delivery
aspects of this drug. Starpharma has shown extended glucose
suppressionin adiabetesanima model by combining itsdendrimer
scaffold with insulin, thereby potentially offering less frequent
injectionsfor patients.

Reduced Toxicity

For theareaof cancer treatment, Starpharmahas showninamouse
model that adendrimer-doxorubicin structure could maintain effi-
cacy but deliver lower cardiac toxicity. According to Fairley, thisis
because the large construct is too big to get through tight capil-
lary junctions into normal tissues such asthe heart but the large
mol ecules can seep through the leaky blood vesselsthat existina
tumour. Thisbecomesa passive targeting mechanism, said Fairley.

This reduced toxicity has shown to increase the maximum toler-
ated dose of the dendrimer-doxorubicin construct to twicethat of
the PEGylated liposoma doxorubicininamouse model. Theimpli-
cation isthat asustained and perhaps an improved treatment with
cancer drugs such as doxorubicin can potentialy be achieved
with a dendrimer-doxorubicin construct. Fairley said this proof-
of-concept data has been compelling when talking to partners.

Advantages over Liposome Drug Carriers

An advantage over liposomal drug carriersisthat liposomestend
to be less stable and break down and are not always reliable as
drug carriers. Dendrimers can be more highly loaded with active
drugsthan liposomes. Liposomes can also be difficult to dissolve,
unlikedendrimers, forming an oily viscousliquid. Dendrimershave
at least twice aslong ashelf lifeover liposomal drug carriers. And
the manufacture of dendrimers is easier than liposomes, said
Fairley.

Targeted Delivery

Different sized dendrimers can target different tissues said Fairley.
Also, Starpharma has been able to add monoclonal antibody frag-
ments onto the dendrimer scaffold for targeted drug delivery. The
larger compounds have also shown to achieve higher blood lev-
elsof drugsin thelymphatic system, giving amore concentrated
drug dose in the lymph nodes where the cancer cells accumulate
and spread.

Attractive Business Model

Starpharmabelievesit has an attractive businessmodel. The com-
pany produced proof-of-concept data to demonstrate the con-
cept of using dendrimersto provide the drug delivery benefits (as
previously mentioned). It wasthen ableto sign collaboration deals
such astheEli Lilly deal, where that company providesthe active
drug, Starpharma conductsthe chemistry work whichispaid for
by the partner, and then all the subsequent development work is

completed by the partner. contd 5
— Cont'd on page
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Understanding Drivers of the Pain Market — Case Studies

In developing pain therapeutics, QRxPhar ma's Chief Operating
Officer Phil Magistro said that market research isakey and impor-
tant piece of the puzzle. Magistro spoke on driversin the pain
therapeutics market, having been intimately involved with the
commercial success of severa pain drugs.

Magistro said pain therapeutics constitute a very large market
that is getting bigger, with over 150 million peoplein major phar-
maceutical markets suffering from pain. The pain market is ex-
pected to increase from US$36 hillionin 2010 to US$49 billionin
2020, partly dueto the aging population.

For opioid drugs, the focus at the moment is on reducing abuse of
these drugs, and also on providing drugs with fewer side effects.
Magistro said that according to an articlein theBritish Journal of
Pharmacol ogy, the search for the holy grail in opioid drugs over
thelast 75 years— finding an opioid-like drug the provided opioid-
like analgesiawithout the side effects— hasbeen afailure.

Magistro said the acute pain market in the US is dominated by
generics, with 190 million annua prescriptionswith an estimated
vaueof US$3.3hillioninthe US. Thechronic pain market ismore
dominated by branded drugs. That market is generally more ap-
pealing with alarger market estimated at being worth US$4.9 bil-
lionin2010.

Case Study 1 —Neurontin

Magistrowasinvolved inthe pre- and post-market commerciaisa
tion of Neurontin at Parke Davis, having worked there for 15
years. The market for neuropathic pain in the USwasworth only
US$178 millionin 1994, being ahighly generic market. That market
in 2001 jumped to US$1.3 hillion with Gabapentin (brand name
Neurontin) making up for most of that growth (sales of almost
USS$1 hillion).

The anti-epileptic drug Neurontin was found to be as effective as
the older antidepressantsin treating neuropathic pain, which were
effective in treating about 50% of patients. However the side ef-
fectswere so severe said Magistro that many patients discontin-
ued treatment. However the side effect profile of Neurontin was
starkly different with largely benign side effects.

Saesof Neurontin were US$440 millioninthe USaround 1997/98
said Magistro however in Europe sales were stagnant at US$50
million. Magistro and histeam then did some market research and
found that their affiliatesin Europe simply required better educa
tion from some US key opinion leaders around the benefits of
using Neurontin for the treatment of neuropathic pain. Over the
subsequent three years, sales accelerated by US$300 million in
Europeasaresult.

Case Study 2 - Kadian

After Parke Davis, Magistro worked on the Kadian product for the
Australian company F. H. Faulding. Faulding devel oped K adian,
which was adelayed release version of morphine sulphate. It was
initially licensed to Astrazeneca but was returned when it only
generated sales of US$3 millionin 1996. Faulding put on 24 sales

people in North Carolina but sales remained stagnant at around
US$5 million between 1997-2000.

A diamondin therough

When Magistro joined Faulding in 2000, he conducted market
research on the Kadian product and found it wasa'diamond in the
rough'. The problem was that it was being sold on the benefit of
being a once a day treatment against other pain products taken
threeto four timesaday that did not deliver consistent painrelief.

However Kadian once a day was not sufficiently effective. How-
ever, whenit wastaken twiceaday it wasvery effectivewith very
consistent serum levels achieved throughout the day, said
Magistro.

Faulding conducted alarge Phase |V trial in 1200 patientsand the
product was relaunched in 2001 being repositioned as atwice a
day product. Inthefirst year salesof US$35 million were achieved,
US$80 million in the second year and eventual ly sales of US$275
million were achieved with thedruginthe US.

Magistro said that if the drug had been launched correctly in the
first place, it could have been aUS$600 million drug.

Case Study 3—-MoxDuo, A Work in Progress
Magistro'sthird case study isawork-in-progress. He saysthat by
combining morphine with oxycodone (MoxDuo), QRxPharmais
potentially addressing the holy grail in opioid therapy. Magistro
said this combination of opioidsis achieving a 50%-75% reduc-
tionin side effectswhile achieving equal analgesic effect against
other opioids such as Percocet (oxycodone plus paracetamol).
The most clinically significant adverse events according to
Magistro of opioidsare nausea, vomiting, dizziness, sedation and
constipation. MoxDuo addresses both these acute and chronic
use side effects.

Magistro believes QRxPharmawill need to show the value propo-
sition to payors. Time to discharge is a huge issue for managed
careproviders. If they can discharge a patient that day rather than
having them on the books the next day then you have a clear
winner said Magistro. If you can savethem time, then they will be
after your drug, where the health management cost savings com-
pletely outweigh the costs of the drug. (Presumably the better
sideeffect profilewill allow patientsto be discharged earlier.)

Magistro believes MoxDuoIR is a market game changer, even
though it isgoing into ageneric market space, which can expand
theimmediate release (IR) opioid dollar market by commanding a
premium pricing inthe market.

Implication

Theimplication from Magistro’ stalk isthat highly successful com-
mercia products can be achieved in the pain therapeutic space,
even from small improvementsin drug productsand if the correct
market research is conducted. However, MoxDuo potentially of-
fers much more than just incremental benefits to existing pain

reatment regimi . .
trestment regiments Bioshares
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Bioshares Model Portfolio (26 July 2010)
Company Price Price added Date added Portfolio Changes —-26 JUIy 2010
(current)  to portfolio IN:

Sunshine Heart $0.033 $0.036 June 2010 No changes.

Biota Holdings $0.97 $1.09 May 2010

Tissue Therapies $0.18 $0.21 January 2010 OUT:

QRxPharma $1.00 $0.25 December 2008 No changes.

Hexima $0.28 $0.60 October 2008

Atcor Medical $0.15 $0.10 October 2008

CathRx $0.20 $0.70 October 2008

Impedimed $0.67 $0.70 August 2008

Mesoblast $1.83 $1.25 August 2008

Circadian Technologies $0.59 $1.03 February 2008

Patrys $0.10 $0.50 December 2007

Bionomics $0.31 $0.42 December 2007

Cogstate $0.25 $0.13 November 2007

Sirtex Medical $5.14 $3.90 October 2007

Clinuvel Pharmaceuticals $0.25 $0.66 September 2007

Starpharma Holdings $0.54 $0.37 August 2007

Pharmaxis $2.16 $3.15 August 2007

Universal Biosensors $1.48 $1.23 June 2007

Probiotec $1.30 $1.12 February 2007

Acrux $1.86 $0.83 November 2004

Alchemia $0.43 $0.67 May 2004
— Starpharma...from page 4
Under such arrangements, Starpharmaisableto have many paral- Correction
lel programs underway, wherein some casesthe future upsidefor In Bioshares 368 we stated that Phosphagenics’ al pha-toco-
Starpharmacould beasingledigit royalty frombilliondollar prod- | pherol isaform of Vitamin A. Thisisincorrect, with alpha-
ucts. Fairley said the company has been careful not to contami- tocopherol being aform of Vitamin E.
nate or overlap the program areas, being careful not to license

product applicationsfor whole disease areas but for more specific
drugs. Fairley believes thisis a much lower risk strategy at the
same time as maintaining upside acrossthe programs.

Agrochemicals Application

Starpharma has signed its first deal in the agrochemicals space
and ishopeful it will sign several more. Some of the same proper-
ties of the dendrimers as with drug delivery can be very useful in
agrochemicals, including higher solubility (therefore lower ship-
ment volumes), patent extension and product differentiation. The
multiple attachment sites of the dendrimers also make them quite
sticky commented Fairley. This has the potential benefit that )
agrochemicalswill not bewashed off aseasily in therain and also Dates and location for the 2011
provide protection against UV degradation.

Bioshares Biotech Summit

The agrochemicals application has the same commercial struc-

ture, where the research is funded by partners and Starpharma

maintains any future upside. 22 —23 July, 2011
QUEENSTOWN, New Zealand

Next week in Bioshares we will continue with coverage
of the Thredbo Biotech Summit, covering the finance
and investment themes discussed at the event.
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How Bioshares Rates Stocks

For the purpose of valuation, Bioshares divides hiotech stocks into
two categories. The first group are stocks with existing postive cash flows
or dose to producing positive cash flows The second group are stocks
without near term positive cash flows, history of losses, or at early
stages of commerciaisation. In this second group, which are essen-
tially speculative propositions, Bioshares grades them according to
relative risk within that group, to better reflect the very large spread
of risk within those stocks.

Group A
Stocks with existing positive cash flows or dose to producing positive cash
flows.

Group B
Stocks without near term positive cash flows, history of losses, or at
early stages commercialisation.

Speculative Buy — Class A

These stocks will have more than one technology, product or
investment in development, with perhaps those same technologies
offering multiple opportunities. These features, coupled to the
presence of aliances, partnerships and scientific advisory boards,
indicate the stock is relative less risky than other biotech stocks.
Speculative Buy — Class B

These stocks may have more than one product or opportunity, and
may even be close to market. However, they are likely to be lacking

in severa key areas. For example, their cash position is weak, or

Buy CMP is 20% < Fair Vaue management or board may need strengthening.

Accumulate CMP is 10% < Fair Vaue Speculative Buy — Class C

Hold Vaue = CMP These stocks generally have one product in development and lack
Lighten CMP is 10% > Fair Vaue many externa validation features.

Sell CMP is 20% > Fair Vaue Speculative Hold —ClassA or Bor C

(CMP—Current Market Price) Sell

Corporate Subscribers: Pharmaxis, StarpharmaHoldings, Cogstate, Bionomics, ChemGenex Pharmaceuticals, Circadian
Technologies, BiotaHoldings, Hal cygen Pharmaceuticals, Impedimed, QRxPharma, Patrys, LBT Innovations, Hexima, Tyrian
Diagnostics, Mesoblast, Atcor Medical, CathRx, BioM D, Tissue Therapies, Viralytics

Disclaimer:

Information contained in this newsletter is not a complete analysis of every material fact respecting any company, industry or security. The opinions and estimates herein expressed
represent the current judgement of the publisher and are subject to change. Blake Industry and Market Analysis Pty Ltd (BIMA) and any of their associates, officers or staff may have
interests in securities referred to herein  (Corporations Law s.849). Details contained herein have been prepared for general circulation and do not have regard to any person’s or
company’s investment objectives, financial situation and particular needs. Accordingly, no recipients should rely on any recommendation (whether express or implied) contained in this
document without consulting their investment adviser (Corporations Law s.851). The persons involved in or responsible for the preparation and publication of this report believe the
information herein is accurate but no warranty of accuracy is given and persons seeking to rely on information provided herein should make their own independent enquiries. Details
contained herein have been issued on the basis they are only for the particular person or company to whom they have been provided by Blake Industry and Market Analysis Pty Ltd. The
Directors and/or associates declare interests in the following ASX Healthcare and Biotechnology sector securities: ACL, ACR, ADO, BNO, BTA, CGS, COH, CSL, CUV, CZD, FLS,
HGN, HXL, IDT, IMU, PAB, PBP, PXS, SHC, SPL, TIS, UBI. These interests can change at any time and are not additional recommendations. Holdings in stocks valued at less than
$100 are not disclosed.
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