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Universal Biosensors: Signs Of A‘Hockey Stick’
Growth Curve Emerge With Service Fees

Universal Biosensors (UBI: $0.385) iscommercialising anumber of products, but itscore
asset is the recurring revenue it receives from Lifescan for every glucose strip that
company sells that has been designed by UBI. That revenue, caled service fees, has
been steadily increasing by around $100,000 a quarter for the last year. This week, the
company announced that its service feeincreased by $240,000 in the March quarter over
the December quarter to $1.2 million. It appearsthat UBI's servicefeerevenue hasjust hit
theinflection point of a high growth story, also described as a hockey stick curve.

If that growth can be sustained at that rate asaminimum, then the annual servicefeefor
UBI should betracking at around $8 million ayear by the end of thisyear ($2 million a
quarter).

Looking at theinvestment metrics, UBI is capitalised at $57 million. The company had
$19.4 million cash at the end of March. It has afurther $1.8 million to receive fromiits
partner Lifescan for inventory. It should receive an R& D tax rebate of around $6 million
later thisyear. The company hasa$16 million loan outstanding. The net result isthat UBI

has a technology market value, less cash and after its outstanding loan, of only $46
million.

If the company were to stop al other operations and pay out its entire service fee, it
would equate to a dividend yield of 10.5%, which would be tax free in so far as the
company can make use of $65 millionintax losses. If servicefeeshit $2 million aquarter
by the end of the year, then it will equate to a dividend yield of 17.4% and this should
continue to grow.

Asit stands, UBI isinvesting in the development of four other diagnostic products. The
firstisexpected to bereleased in thethird quarter of thisyear by its partner Siemens. The
company believes the commercia potential from this next product, a PT/INR test to
measure correct warfarin levels, isaslarge asthe blood glucose product for the company.

Three other products, two with Siemens, are expected to bereleased in 2015. The overall
product devel opment expenditure we expect to be around $10 million for these four new
products, taking into account the R& D tax rebate and milestone paymentsfrom Siemens.

Inthe March quarter, UBI had an operational cash outflow of $3.4 million. The company,
as stated above, iscapitalised at $57 million.

Bioshares recommendation: SpeculativeBuy ClassA

Easter Publication Schedule
The next edition of Bioshares (548), dated April 25, will be emailed to subscribers on April 28,
2014. (Note, Bioshares is published 48 times a year.)
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Somnomed — Strong Sales Growth Continues

Somnomed (SOM: $1.51) hasrecorded very strong growthinsales
for the March quarter 2014. Unit volumeswere up 28.3% over the
previous corresponding period (pcp) to 11,010. With some cur-
rency benefits, sales fared even better, up 50% over the pcp to
$6.5million.

There has been a strong seasona pattern to Somnomed's unit
sales (seetable). Compared with the December quarter, salesvol-
umesweredown dightly from the 11,146 sold that generated $6.9
million of revenue. However thisis due to the historically high
December quarters for the company. Presumably this occurs be-
cause the September quarter is always low due to the holiday
period in the northern hemisphere (July/August) with the bag log
completed in the December quarter. Over thelast four years, Sep-
tember quarter sdleswere-4.9% (FY 2011), -8.1% (FY 2012), -3.3%
(FY 2013) and -7.0% (FY 2014) compared to the preceding (June)
quarter.

Asaresult of thevery high December quarters, the March quarter
looks softer. Thishasoccurred in FY 2011 (+2.4% growth over the
December quarter), FY 2012 (+2.5%), FY 2013 (-4.1%), and now
FY 2014 (-1.2%).

However, from the March quarter to the June quarter has tradi-
tionally seen very strong period-on-period growth. In FY 2010,
FY 2011, FY 2012 and FY 2013, unit volumesincreased by 13.5%,
15.4%, 7.8% and 16.6% respectively. If thistrend continues, then
investors can expect avery strong June quarter coming up given
the strong overall growth the company is generating.

Strong Growth in all Regions

The March quarter recorded strong unit growth in all of its re-
gions, including Europe, AsiaPecific (up 17.3%) andinthe US (up
22.8%), with 28.3% growth overall asindicated. The company's
gross margin was steady at 67%.

Somnomed is capitalised at $68 million and holds $3 millionin
cash.

Bioshares recommendation: Buy

Somnomed Unit Sales & Revenue Growth Over Preceding Quarter

Rev Unit [Weak |Strong |Weak [Strong
($M) Sales |[1stQtr |2nd Qtr |3rd Qtr [4th Qtr
FY2014| Q3 $6.5 11,010 -1.2%
Q2 $6.9 11,146 19.7%
Q1 | $5.6 9,309 -7.0%
FY2013| Q4 $5.5 10,009 16.6%
Q3 [ $43 8,582 -4.1%
Q2 | $4.9 8,950 8.7%
Q1 $4.2 8,232 -3.3%
FY2012| Q4 $4.5 8,515 7.7%
Q3 [ $338 7,903 2.5%
Q2 $3.6 7,711 14.5%
QL | $3.2 6,732 | -8.1%
FY2011| Q4 $3.3 7,323 15.4%
Q3 [ $3.0 6,346 2.4%
Q2 | $31 6,196 17.8%
Q1 | $2.8 5,260 -4.9%
FY2010| Q4 $3.2 5,531 13.5%
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Resonance Health To Move Next Products Forward With $5.1 M Raising

Resonance Health (RHT: $0.054) markets Ferriscan, an algorithm-
based technology which uses magnetic resonance imaging to
measureiron concentrationsintheliver. Itisasafer aternativeto
liver biopsies.

Resonance Hedlth is using its stronger share price to raise up to
$5.1 million through a placement and a 1:4 non-renouncesblerights
issue. Theissue price under both plansis$0.05, which wasa20%
discount toitsclosing price of $0.063 on Monday April 7, 2014,
which was a figure aso very close to the average price for the
previous 20 days. The company last raised fundsin FY 2007 ($3
million) and beforethat in FY 2006 ($2.3 million).

In January, the Resonance Health share price peaked at $0.10. The
share price began to move in November 2013, after it had an-
nounced the signing of acontract with UK MRI service provider,
AllianceMedical.

The company's share price received another boost in December
2013 when the FDA approved its HepaFat-Scan medical device,
under the 510(Kk) process. The approval came ahead of an expected
first quarter 2014 approval .

The HepaFat-Scan diagnostic market opportunity ismuch greater
that than the liver iron overload market, which is confined the
inherited blood disorders market e.g. tha assaemia, sickle cell anae-
mia and myel odisplastic syndromes as well as the primary iron
overload, hereditary haemochromotosis. The HepaFat-Scan prod-
uct isdirected at the (non-alcoholic) fatty liver disease market, for
which it estimated that one-third of the US population has the
condition. Fatty liver diseaseis pre-condition to chronic liver in-
flammation which can lead to fibrosisand cirrhosisand ultimately
to liver cancer.

Resonance Health has validated the HepaFat- Scan product against
liver biopsy and demonstrated equivalence. The company claims
HepaFat-Scan has demonstrated higher levels of sensitivity and
specificity than any other published method. Other methods in-
clude liver biopsy, CT scans, ultrasound as well as other but less
rigorous MRI approaches.

A lead-in market opportunity for the product is for use in the
clinical trials of therapiesintended for the treatment of fatty liver
disease. Almost 250 trialsfor fatty liver disease are registered on
clinicaltrials.gov.

A recent setback for the company's Ferriscan product was rejec-
tion by the American Medical Association for anew CPT1 code
for the test because it was claimed that the existing codes were
adequate.

In reality, this means the company must continue to work with
new and existing insurerswho cover the test under existing codes.
The work load would be the same with a new code, since every
insurer would still require substantial effortsto enlist for the pur-
poses of coverage. One of the potential advantages of a unique
CPT1 code, if it had been obtained, would have been that it could
have created abarrier to entry for rivasif thewording for the code
had been written to specify features unique to Ferriscan. How-
ever, that was not to be, with the American College of Radiology
expressing concerns about the CPT 1 application for Ferriscan as
being too vendor specific.

The move by Resonance Health to bring in $5.1 million in new
capital is a sensible move, which will give it resources to tackle
opportunitiesin the fatty liver disease market, especially on the
clinical trials side of that market, as well asin the liver fibrosis
market, another large and global market opportunity.

The company can point to its experience with Ferriscan, which
was approved as a companion diagnostic with the drug Exjade
(deferasirox), marketed by Novartis. Exjadeisan ora iron chelator
which approved for treatment of chronically elevated levels of
iron in the blood caused by repeated blood transfusions and for
patientswho have chronic iron overload resulting from agenetic
blood disorder called non-transfusi on-dependent thal assaemia.

Resonance Health iscapitalised at $19 million.

Bioshares recommendation: Speculative Buy ClassB

Anteo Diagnostics —

The share price of Anteo Diagnostics (ADO: $0.21) has had a
strong run thisyear, peaking at 28 centson March 17, 2014, which

placed it 66% higher from its close at December 31, 2013. Itis
currently 268% higher from whereits share price was 12 months
ago. Thecompany iscurrently capitalised at $175 million.

Anteo Diagnostics' originsdate back to the founding of Polymerat
Pty Ltd in 1999 as a spin out of the University of Queensland.
Brisbane-based VC firm, CM Capital, wasan early investor in the
company. The company changed its nameto Biolayer Pty Ltdin
2004, and then back-door listed through the shell of SSH Medical
in November 2005. The name change to Anteo Diagnostics took
placein late 2008.

Is It Time To Sell?

Anteo Diagnostics is commercialising a chemistry technology
whichit has branded, Mix& Go. Thischemical reagent improves
the surface binding properties of proteins. The technology isrel-
evant to the immunoassay incorporated inin vitro and point-of-
carediagnosticsaswell asin the research tools market. Thetech-
nology has application possibilitiesin non-biological areas, how-
ever, such an areaisnot at this stage acorefocus of the company.

Saleswhich totaled $0.7 million from FY 2009 through to the half
year ending December 31, 2013. havebeen elusive.

The company'scurrent CEO, Dr Geoff Cummins, wasappointedin
January 2009. Cumminsrecently exercised 13 million (8-11-2014) 7

Cont'd over
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Bioshares Model Portfolio (11 April 2014)
Company Price Price added  Date added Portfolio Changes — 11 April 2014
(current) to portfolio
Invion $0.072 $0.089 February 14 IN:
QRxPharma $0.800 $0.620 December 13| 'O changes
Impedimed $0.215 $0.245 December 13 .
Analytica $0.029 $0.025 December 13 Recommendations:
Imugene $0.010 $0.022 November 13
Oncosil Medical $0.110 $0.155 September 13 OUT:
IDT Australia $0.280 $0.260 August 13
Viralytics $0.305 $0.300 August 13 No changes
Tissue Therapies $0.295 $0.255 March 2013
Somnomed $1.51 $0.94 January 2011 Recommendations:
Cogstate $0.345 $0.13 November 2007
Universal Biosensors $0.39 $1.23 June 2007

— Anteo Diagnostics cont'd

cent options. To cover the cost of $910,000 needed to for the
exercise of theoptions, Cumminssold 4 million ADO sharesat 25.8
centseach, for atotal sum of $1.031 million. Thetransactionswere
confined to the superannuation fund of which Cumminsisamem-
ber. Thistransaction is positive in the sense that Cummins used
the proceeds of the sale of shares to acquire shares of the com-
pany he leads.

Anteo Diagnostics bears comparison with Bluechiip. Both com-
panies have atechnology that could be used within many differ-
ent industry settings and by many companies. Y et it appears that
even targeting one setting (Anteo —in vitro diagnostics, Bluechiip
—biological samples storage) isalong and arduous process. The
challenge of introducing an improvement into existing industrial
systems requires a great deal of patience and commitment be-
cause of the amount of trust needed to secure the adoption of a
new product or more specifically anew ‘component’ product. Typi-

cally, small companies underestimate the business devel opment
resources required to build and maintain rel ationshipswith their
potential customers.

Inour last review of Anteo Diagnostics ( Bioshares528), we placed
a Speculative Hold Class B recommendation on the stock, when
the share price was 7.8 cents and the company was capitalised at
$60 million. Noting that the company now hasalofty capitalisa-
tion of $175 million, but more so the ongoing challengesthe com-
pany has had in building sales, we place a Sell on the stock.

Biosharesrecommendation: Sell

Anteo Diagnostics Financial Performance: FY2009 -

FY2009 FY2010 Fy2011 Fy2012 Fy2013 FY2014 H1
Sales ($M) $0.226 $0.084 $0.012 $0.146 $0.220 $0.00
Other Revenue ($M) $0.576 $0.531 $1.033 $1.366 $1.623 $1.85
R&D Spend ($M) -$1.769 | -$1.753 | -$1.969 | -$2.345 | -$2.269 -$1.38
Loss ($M) -$1.949 | -$2.255 | -$2.222 | -$2.380 | -$2.179 -$0.62
Accumulated Losses ($M) -$30.14
NOCF ($M) -$0.13
Cash End 31/12/13 ($M) $7.47
Survival Index 29
Survival Index (adjusted for $1.2 M Tax Refund)
Capitalisation ($M) 11-04-2014 $175
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How Bioshares Rates Stocks

For the purpose of valuation, Bioshares divides biotech stocks into
two categories. The first group are stocks with existing positive cash
flows or close to producing positive cash flows. The second group are
stocks without near term positive cash flows, history of losses, or at
early stages of commercialisation. In this second group, which are
essentialy speculative propositions, Bioshares grades them according
to relative risk within that group, to better reflect the very large
spread of risk within those stocks. For both groups, the rating “Take
Profits’ means that investors may re-weight their holding by selling
between 25%-75% of a stock.

Group A

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

Buy CMP is 20% < Fair Vaue
Accumulate CMPis 10% < Fair Vaue
Hold Value = CMP

Lighten CMP is 10% > Fair Vaue
Sell CMP is 20% > Fair Value

(CMP—Current Market Price)

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
severd key aress. For example, their cash position is weak, or
management or board may need strengthening.

Speculative Buy — ClassC

These stocks generally have one product in development and lack
many external validation features.

Speculative Hold—ClassAor Bor C

Sell

Corporate Subscribers: Cogstate, Bionomics, Impedimed, QRxPharma, LBT Innovations, Tissue Therapies, Viraytics,
Phylogica, pSivida, Antisense Therapeutics, Benitec BioPharma, Admedus, Calzada, Invion, Circadian Technologies, Imugene,

Analytica

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: ACR, ADO, COH, CSL, CZD, NAN, IPD, SOM,
SRX, 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.

Subscription Rates (inc. GST)
48 issuesper year (eectronic distribution): $400
For multiple email distributions within $630 2-3 email addresses
the same business cost centre, our

pricing structure is as follows:

To subscribe, post/fax this subscription form to:

| enclose a cheque for $

Please charge my credit card $

Bioshares
PO Box 193 Richmond VIC 3121
Fax: +61 3 9329 3350

made payable to Blake Industry & Market Analysis Pty Ltd, or
MasterCard [ | Visa [ ]

$855 4-5 email addresses
$1090 6-10 email addresses

CadNumber | || ]| || |[ || ]

Signature

Expiry date

Subscriber details

Name
Organisation

Ph( )

Emails

547



