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Somnomed To Double Manufacturing
Capacity

Somnomed (SOM: $1.70) has delivered an impressivefull year result for FY 2014. Unit
salesincreased by 21% to 43,438 for the year, and with the help of alower Australian
dollar, salesincreased by 40% to at |east $25.8 million (pending audit of accounts).

Somnomed isat apivota point, where sales are expected to accel erate, with significant
more flow-through from salesto the bottom lineisforecast. The company has announced
acapital raising of $7.05 million to help fund manufacturing expansion and to meet in-
creased working capital requirements. Somnomed will also invest in digital manufactur-
ing processes to reduce costs and improve turnaround times.

Strong Forecasts For The Year Ahead

After themid year results rel eased in February, Somnomed’ s management made forecasts
of 43,000 units and sales of $25 million for the full year. These forecasts were very
accurate, suggesting the company has a good understanding of its business. For the
year ahead, the company is forecasting unit sales of 55,000 of its oral devices used to
treat sleep disorders, and revenue of at least $32.5 million at current exchangerates. This
represents an increase of around 26% in both measures.

EBITDA for theyear just passed is expected to be around $1 million, and thisisforecast
to grow to between $2-$4 million for this year. Aside from increased sales, one of the
reasons for a greater flow-through to the bottom line is because last year the company
invested in entering new regionsaswell asonitsmedical initiativein the US (marketing
to slegp physicians). Thiscost around $2.3 million last financial year. Inthefirst half of
this year, that investment should cost the company around $0.8 million, and should be
cost neutral in the second half.

Manufacturing Upgrades

Somnomed announced that it raised $5.55 million before costs from aprivate placement at
$1.50 ashare. Thismoney was all rai sed from existing shareholders with directors con-
tributing $405,000 in thisplacement. A further $1.5 million will beraised through ashare
purchase plan at the same price. The capital raising was around 300% over subscribed
according to the company.

Some of those funds, around $1 million, will be used to doubl e the manufacturing capac-
ity at thefacility in the Philippines. The company has a spare 500 square meter areathat
will be used for that purpose. The manufacturing facility currently employs around 120
staff. Fundswill also be used to recruit and train additional staff. Somnomed currently
has around 250 employees and that number is expected to increase to around 350 in the
next 12 months.

The current manufacturing facility hasacapacity of 48,000 Somnodent units. Thiswill be
increased to a capacity of 96,000 units. Asindicated, the company believesthat at |east

Cont'd over
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55,000 units can be sold in the current year, with the company
seeking to potentially exceed thislevel.

As the company prepares for higher volumes, it will introduce
manufacturing efficiencies into the business. One of those up-
gradeswill bethedigital imaging of thedental cast that istakenin
preparing the Somnomed devices.

At the moment, the casts are sent to one of Somnomed's 13 hubs
around theworld, whichincludes Sydney, Texas, France, Germany
and Japan, and then sent on to the Philippines. Through digital
imaging, the cast will be imaged at the hub, then printed in the
Philippinesfactory to reconstruct the model.

This processwill reduce freight costs, aswell as reducing turna-
round time by two days, which is not insignificant according to
Executive Chairman Dr Peter Neustadit.

Regional Progress

Dr Neustadt said that al three regions around the world are show-
ing good trends. In Australia, growth has been increasing, with
the company having added people to its medical initiative here
(educating sleep physicians).

Theclinical datathat has been emerging about the effectiveness
of Somnomed's oral appliance therapy has been avery important
marketing tool. In Australia, Koreaand Japan, Somnomed is beef-
ing up its salesforcesto cater for higher demand from physicians.
The company expects to see accelerated growth in these coun-
tries.

In Europe, it hasbeen an extraordinary year according to Dr Neu-
stadt, where the established marketsin Sweden, Holland and Ger-
many have experienced high growth.

Theemerging marketsfor Somnomed include France, Belgium and
Norway, and these markets should experience high growth in the
future. And there are al so the new marketsfor Somnomed (that will
contribute to future growth), which include UK/Ireland, Spain and
Portugal.

In North America, all sectors showed good growth for the com-
pany. In North America the company's products are marketed
through four different channels. These are:

— Direct salesto dentists

— Sales to managed care organisations

— Marketing to sleep physicians (the 'medical initiative'),
and

— Licencees

Direct Sales to Dentists
Direct sales to dentists is progressing well, with the company
continuing to pick up new accounts.

Medical Sales

Dr Neustadt said thereis now evidence that the medical initiative
inthe USisstarting to trand ate into product sales growth. Florida
has been atest casefor the company, whereit has been running a
committed education program to sleep physicians.

Thisincludes educationa eventswhere Somnomed's Chief Medi-
cal Officer presents to sleep physicians on the clinical research
data that has been generated with the company's oral appliance
products for the treatment of leep apnea. This education pro-
gramisstarting to see an increasein referral rates from the sleep
physicians.

Managed Care Organisations

There has been good growth through the managed care organisa-
tions. Kaiser Permanente, which covers 9 million people around
Cadlifornia through 19 sub-centres, is alarge focus for the com-
pany but not the only managed care organisation the company is
working with. Somnomed has three account managersthat focus
on thework with Kaiser. There has been anincreasein authorisa
tionsfrom Kaiser which Dr Neustadt expectsto continueto build.

While some centers within Kaiser are using the Somnomed de-
vices, each centre can set its own policy. In Northern California,
Kaiser isusing Somnomed treatment for mild sleep apnea. How-
ever they liketo see a'boil and bite test' or aMatrix test to make
sure the therapy is suitable. Somnomed dentists have now been
credentialed to operate within the Kai ser system. There are ongo-
ing trials within Kaiser, which is assessing the whole oral appli-
ance process.

Success with Kaiser will be very meaningful for Somnomed. Dr
Neustadt said that Kaiser is seen as a trend setter and is very
tough with respect to payments and processes. Kaiser is "an
enormously credible account and an entrance ticket to talk to other
insurers.”

Managed care sales currently make up about 15% of North Ameri-
can sales. The guidance provided for FY 2015 salesis not depend-
ent on a strong uptake by Kaiser according to Dr Neustadt.

Licencees

In Canada, Somnomed has six licencees who manufacture some of
the Somnomed devices under license. The licencees have shown
good growth. The company uses licencees in what it calls non-
core areas.

Somnomed Herbst

The Herbst product has shown good growth. Thisisalower cost
product that receives US Medicare reimbursement. It ismade up
from two mouth guards that are connected with metal compo-
nents. It isapopular device made by lab technicians.

In September, Somnomed will releaseitsHerbst Advance product,
which will have a better and faster titration system. The Herbst
products from Somnomed include the company's proprietary Flex
meaterial which providesamore comfortablefitting.

Summary

Somnomed is capitalised at $84 million, taking the capital raising
into consideration. It has an estimated $10 million in cash. The
company istrading on aforward Price/Salesratio (market capitali-
sation/FY 2015 sdles) of 2.6 times.

Biosharesrecommendation: Buy
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Private Company Profile — Fitgenes

Fitgenesis ahealthcare company which integratesindividual ge-
netic and non-genetic information with nutrition and exerciseto
build health and wellness programsfor clientsor patients, helping
them achieve their health and wellness goals.

An essential feature of the businessisthat the programsare deliv-
ered and managed by trained healthcare practitioners, for exam-
ple, integrative medicine specidists, exercise physiologists, physi-
otherapists, dieticians, nutritionists, naturopaths, chiropractors,
osteopaths, traditional Chinese medicine practitionersand poten-
tially even dentists.

Fitgenes is not a gene testing business. Its preference is to out-
sourcethe gene profiling and pathol ogy capabilitiesto other pro-
viders, although it generates some revenues from these services.

The core value adding element of Fitgenes is its cloud-based
PracWarePro software. This software integrates personal genetic
and non-genetic datawith management tools.

The company does not undertake whole genome analysis, choos-
ing instead to analyse smaller numbers of genesthat are validated
with, or fall into categories associated with, inflammation, cellular
defence and detoxification, heart health and cholesterol regula
tion, fat metabolism and Vitamin D metabolism.

The Fitgenes General Health panel 1ooks at 38 genes, the Ad-
vanced Health Panel 1ooks at 54 genes and the Women's Health
Panel looks at 81 genes.

Non-genetic datais taken from pathology reports encompassing
cholesterol, triglycerides, HDL, LDL, blood lipid ratios,
homecysteine, Vitamin D, glucose, insulin, ferritin and CRPread-
ings (for abasic report).

Other non-genetic dataa so includes medical history information.

History & Board

Fitgenes was founded in September 2009, originating from
genomics research conducted by Dr Paul Beaver (Chief Science
Officer), who co-founded the company with Leigh Beaver. Beaver
was motivated to explorethe links between genetic and epigenetic
information, nutrition and lifestyle following the deaths of his par-
ents.

The company's board comprises of Dr Carrie Hillyard (Chair),
Robert Mair (CEO) and Conrad Crisafulli and Dr John Hurrell as
Non-Executive Directors.

Today the company operates on a virtual basis, employing two
peopl e full-time but involving 24 peopl e across board and opera-
tional activities.

The Fitgenes Business Model

Fitgenes is deploying a parallel channel strategy to roll out its
service offerings. The company currently workswith 350 clinicsin
Australia, New Zealand, Hong Hong, Singapore and in the US.

From the independent clinics, Fitgenes receives four income
streams. Thefirstisfromtraining clinical staff on nutrigenomics,
the second from software licenses (of Pracware), the third from
diagnostic services and fourth from pathology services.

A single user 12 month licenseto Pracware costs $1200.

In paralel, Fitgenes has commenced setting up its own clinics.
There are two benefits to this strategy. The first is that the com-
pany can capture significantly more revenue from the sales of
personalised health management programs, including the sales of
nutritional supplements. Thisrevenue uplift could be as much 10-
15 timesthe revenue from the basic product offering.

On another level, thelaunching of Fitgenes own clinics servesto
develop and communicate the Fitgenes brand. The presence of
these clinics provides endorsement of the Fitgenes brand, which
should benefit independent clinics offering the Fitgenes person-
alised healthcare offering and increase revenues through that chan-
nel.

Scalability

An additional but not insignificant feature of the Fitgenes busi-
ness model is that is very scalable. Pracware is a cloud-based
software offering, which means access is less complicated by a
practitioner'sexisting I T systems. Healthcare professional swant-
ing to licence Fitgenes Pracware do require physical consultation
space but in many casesthisis space they already have available.
Thefinal requirement isthat healthcare professionals must com-
pletetraining and qualify as Fitgenes Certified Practitioners.

One emerging opportunity for Fitgenes offering isin Australian
pharmacies, which are subject to competitive pressures from the
discount warehouses on the one hand, and pressure from the
supermarket operators on the other. Pharmacies have a strong
product focusand could be easily attracted to installing aFitgenes
practice on their premisesif it meant that sales (of supplements)
could be increased.

Points of Difference

Fitgenesdifferentiatesitself from other health and wellness serv-
ice businesses or product offerings, from ad hoc medical interven-
tions and from gene profiling businesses.

In contrast to gene profiling or gene testing businesses, such as
23andM e, DeCodeme and Navigenics, Fitgenes offers guidance
onwhat aclient or patient can doin termsof diet and exercise once
certain genetic information is available. However, perhaps more
importantly, it linksthis guidance to following up with assistance
to achieve adesired change. Thisisdone by harnessing what are
in effect coaching or mentoring methods and principles.

In contrast to health and wellness service businesses, for exam-
ple, Fitgenesis building agenomics-informed, personalised offer-
ing of services and products.

Cont'd over
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— Fitgenes cont'd

In contrast to ad hoc medical interventions Fitgenesisbuilding a
businesswhich is grounded on the client experience. The concept
of the client experienceis one better understood in the hospitality
industry and is an expression of business values and actions that
place the customer and the customer's experience at the forefront
of the business relationship. It is a concept that is largely un-
known intheworld of orthodox medicine.

In contrast to clinics and medical centres which offer ad hoc (or
one off) responsesto a 'patient’, Fitgenes not only delivers struc-
tured programs (which might include anumber of visits over sev-
eral months) but aims to do so with a high level of consistent
customer service.

The company takes someinspiration for this approach from part-
nersin Singapore that have decades of experience in managing
and operating wellness spas.

Summary

Fitgenes is pioneering a new service offering in the health and
wellness space, and it is quite possibly the first company in the
world to integrate genomics with standard pathology test datato
provide customised health plansfor clients.

The health and wellness industry, which includes the domain of
allied health, isvery fragmented, being populated by many small
independent operators. One of the interesting growth prospects
for Fitgenesis that is a business that can facilitate aggregation
amongst many of these small independent operators. Why it will
be able to do that is because it is being built as a brand-driven
business, which overcomes the limits to growth problems of
owner-operated, practitioner-run businesses that devel op reputa
tionswhich aredifficult to monetize.

Fitgenes has of today had its replacement prospectus approved
by AS C. Bioshareswill preparean |PO Profile of Fitgenesinthe
near future. The company is making a backdoor listing through
ATW Holdings. Fitgenes has become a Private Company Cor po-
rate Qubscriber to Bioshares, which entitlesthe company to copy-
right accessto analysis and commentary from Bioshares.
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Clinuvel Pharmaceuticals Receives Takeover Proposal

Clinuvel Pharmaceuticals (CUV: $2.15) hasreceived an unsolic-
ited acquisition proposal from US biotech Retr ophin, which has
acquired a4.88% stakein the business. Thebid valuesClinuvel at
$95 million ($2.17 a share), which is a 39% premium to the one
month volume weighted average price of the company before
Retrophin madeitshid.

Clinuvel isinacritical phase of the commercialisation of itslead
product Scenesse, which isbeing devel oped for the prevention of
disordersof sunlight intolerance. Clinuvel hasfiled itsdrug can-
didate for approval with European regulators and a decision is
expected by the end of October this year.

Retrophin is small biotech company by US measures. It has a
market of US$257 million. It had generated no salesrevenueto the
end of last year, and in thefirst quarter of this calendar year gen-
erated sales of US$28,000.

Retrophin has a stated aim of building its company through ac-
quisition aswell asinternal R& D. Thetwo productsthe company
has on the market were accessed through the acquisition of M an-
chester Phar maceuticalsin March thisyear. That company was
acquired for US$62.5 million. The products are sold by a third
party distributor.

In May thisyear, Retrophin acquired USrightsfor athird product,
Thiola, for thetreatment of arare genetic disorder, called cystinu-
ria. Retrophin has a focus in rare diseases and life threatening
diseases for which there are few treatment options.

Retrophin has estimated revenue of US$30-35 million for 2014 and
US$60-70 millionin 2015 before the Clinuvel acquisition.

In January the company raised US$36.8 million through public
markets. At the start of July, Retrophin raised US$91 million, half
through a secured term loan facility and half through a convert-
ible note facility. In the first quarter the company paid US$29.5
million asupfront payment for Manchester Pharmaceuticals, with
the balance of US$33 million paidin Jduly.

The proposal allows Clinuvel to select payment either in scrip or
in cash. The acquisition proceeding is based on further due dili-
gence and on Clinuvel board agreement for the transaction. The
Clinuvel board isreviewing the proposal.

Analysis

The proposed transaction comes at an awkward time because
Clinuvel ispotentially three months away from gaining approval
for Scenesse in Europe. However on theflip sidethereistherisk
that approval for Scenesse may be denied or delayed with further
work needing to be done.

For Clinuvel, the proposal iscommercia validation of the compa-
ny'sefforts, thefirst commercial validation received to date, with
respect to a financial transaction for the technology, either by
way of partnering or acquisition.

The Scenesse product has proven to be avery difficult product to

commercialise. Thisis because many of the potential conditions
are obscure, they are not life threatening, they can be prevented
by avoiding direct sunlight (EPP), or are cosmetic indications (vi-
tiligo), and the question of clinical relevance needsto ascertained
(i.e. doesthe benefit outwei gh the treatment and treatment cost).

However a significant aspect of the treatment is the benefit
Scenesse can provide younger sufferers of EPP, for many of whom
the condition isincredibly debilitating from asocial perspective.

The most difficult issue the company has had to deal with how-
ever isthe potential for abuse of this therapy. Scenesse works by
increasing the melanin density of the skin, and could be sought
after by peoplelooking for apharmaceutical-grade product which
stimulatestanning.

For Clinuvel CEO Philippe Wolgen, oneimportant issue that arises
from the timing of thistransactionishow thispotential changein
ownership of the business could affect the outcome of the regula-
tory decision in Europe. Clinuvel has worked closely with the
European regulator to provide assurances that the product will
not be abused once commercially available. Those undertakings
will likely need to bereinforced by the new owner of thistechnol -
ogy should the transaction proceed.

Retrophin may not be the ideal acquiror of this company, as it
does not have acommercial distribution presencein Europe, and
as of the end of last year, the company had no commercial infra
structure whatsoever. The products acquired through Manches-
ter Pharmaceuticals are sold by athird party. Retrophin also does
not have acommercial track record of running a pharmaceutical
sales business.

A reason for considering the transaction however isthat Retrophin
has and should continue to have better accessto funding to com-
mercialise Scenesse. Thiswould be particularly important should
the product encounter any further regulatory delays or obstacles.

The proposal for Clinuvel may be opportunistic and could be ar-
gued as being pitched at the low end. Clinuvel hasraised around
$120 million frominception and $92 million under its current CEO.

A cash bid for the company at the proposed price or dightly higher
may be worthy of consideration given the outstanding risk and
potential returns, particularly for long standing shareholders|ook-
ing to exit the stock.

Bioshares recommendation: SpeculativeHold ClassB

562



Bioshares

Number 562 — 1 August 2014

Page 6

4.7B Reporting Companies — Cash Balances June 30, 2014
Sorted by Survival Index

Code Company Cash Nett Op. Cash End Survival
Receipts Cash Fl. 30/06/14 Index
($M) ($M) ($M)
1 LBT LBT Innovations $0.0 $0.6 $1.8 A Not App
2 BXN Bioxyne $2.4 $0.6 $1.0 A Not App
3 LCT Living Cell Technologies $9.4 -$0.1 $4.6 A Not App
4 RHT Resonance Health $2.2 -$0.2 $2.1 A 9.5  To not proceed with VueKlar acquisition
5 NAN Nanosonics $23.0 -$2.6 $21.2 A 8.2
6 SIE  Scigen $11.9 -$0.3 $3.7 CY 7.2
7 ACL Alchemia $10.0 -$1.7 $11.1 A 6.7
8 VLA Viralytics $0.0 -$5.5 $24.3 A 4.4
9 DVL Dorsavi $0.7 -$3.2 $13.9 A 4.3 510k received for viMove, plus first US sale
10 NEU Neuren Pharmaceuticals $1.9 -$2.5 $21.0 CY 4.1
11 ADO Anteo Diagnostics $2.7 -$1.9 $7.1 A 3.8
12 SOM Somnomed $24.7 -$0.8 $2.9 A 3.7
13 BLT Benitec $0.0 -$9.4 $31.4 A 3.3
14 CUV Clinuvel Pharmaceuticals $1.9 -$4.8 $14.6 A 3.0 Received takeover offer
15 VHL Virax Holdings $0.0 -$1.3 $3.8 A 3.0
16 ACW Actinogen $0.0 -$0.4 $1.1 A 3.0
17 CYP Cynata $0.0 -$1.9 $5.1 A 2.7
18 PBT Prana Biotechnology $0.0 -$12.5 $34.2 A 2.7
19 HCT Holista Colltech $6.1 -$0.5 $1.3 A 2.7
20 SPL Starpharma $5.1 -$9.8 $24.0 A 2.4 Vivagel condom received TGA certification
21 MSB Mesoblast $9.3 -$81.9 $196.4 A 2.4
22 RHS Reproductive Heath Science $0.0 -$0.6 $2.6 CY 2.3
23 OBJ OBJ $0.2 -$1.8 $4.1 A 2.3
24 BNE Bone Medical $0.0 -$1.3 $2.5 A 1.9
25 GID Gl Dynamics $1.8 -$19.6 $76.1 CY 1.9
26 AHZ Admedus $7.8 -$10.6 $19.6 A 1.8 Increased holding in Admedus Vaccines to 66.3%
27 OSP Osprey Medical $0.0 -$4.7 $17.1 CY 1.8
28 IIL Innate Immunotherapeutics $0.0 -$1.7 $6.2 CY 1.8
29 AVX Avexa $0.0 -$1.9 $3.4 A 1.8
30 PRR Prima Biomed $0.0 -$13.5 $23.2 A 1.7  Appointed new CEO
31 PAB Patrys $0.6 -$5.1 $8.6 A 1.7
32 MLA Medical Australia $11.5 -$1.1 $1.8 A 1.6
33 IPD Impedimed $3.6 -$6.8 $10.8 A 1.6
34 PAA  Pharmaust $1.8 -$1.5 $2.3 A 15
35 UBI Universal Biosensors $5.3 -$5.6 $15.9 CY 1.4
36 BRC Brain Resource Corp $1.1 -$1.4 $2.0 A 1.4  Announced commitments to raise $7M
37 SUD SUDA $9.4 -$2.9 $4.0 A 1.4
38 UCM USCOM $0.8 -$1.2 $1.6 A 1.3
39 PYC Phylogica $0.7 -$3.2 $4.0 A 1.3
40 PXS Pharmaxis $5.4 -$28.1 $34.2 A 1.2  Breach of funding agreement notice received
41 OSL Oncosil Medical $0.0 -$6.0 $7.0 A 1.2
42 CDY Cellmid $1.5 -$2.4 $2.5 A 1.1
43 TIS  Tissue Therapies $0.0 -$7.1 $7.1 A 1.0
44 ISN  Isonea $0.0 -$8.8 $8.2 A 0.9  Said that "Airsonea has never been submitted to the FDA for clearance”
45 IVX  Invion $0.2 -$4.4 $4.0 A 0.9
46 QRX QRxPharma $0.0 -$12.2 $10.5 A 0.9 Delegated $3.4 M to cover entitlement obligations
47 SVA Simavita $0.0 -$8.0 $6.9 A 0.9
48 IMU  Imugene $0.0 -$1.5 $1.2 A 0.8
49 BNO Bionomics $3.2 -$12.7 $10.5 A 0.8  To receive upfront pmts of US$20M for BNC375 deal
50 GBI Genera Biosystems $0.1 -$0.8 $0.6 A 0.7  Proposed merger replaced by strategic commercial alliance
51 ALT Analytica $0.0 -$3.1 $1.9 A 0.6 Has a $400K line of credit
52 RNO Rhinomed $0.2 -$2.4 $1.5 A 0.6
53 BIT  Biotron $0.0 -$3.0 $1.8 A 0.6
54 AVH Avita Medical $2.9 -$6.9 $3.6 A 0.5  Expects to receive R&D Tax refund of $1.4 M
55 ANP Antisense Therap. $0.0 -$3.2 $1.3 A 0.4  Access to $1M funding facility (re R&D tax refund)
56 RVA Reva Medical $0.0 -$11.5 $9.5 CY 0.4
57 RGS Regeneus $1.7 -$6.2 $2.5 A 0.4
58 UNS Unilife $25.2 -$35.0 $11.5 A 0.3 Access to US$12.5M under ATM facility
59 BCT Bluechiip $0.0 -$2.2 $0.6 A 0.3 Announced sales to local organisations
60 GTG Genetic Technologies $4.8 -$10.3 $2.8 A 0.3
61 MGZ Medigard $0.0 -$0.2 $0.0 A 0.1
62 AGX Agenix $0.0 -$0.9 $0.0 A 0.0
Legend: A: The SI calculation for these companies is based on the average of the four

Not App. : The Sl calculation for these companies is not calculated due to

the companies reporting positive operational cash flows, or in some cases
marginally negative operational cash flows.

quarters of NOCF.

CY: The Sl calculation for these companies is calculated on the average of
the last two quarters of NOCF, annualised.
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Bioshares Model Portfolio (1 August 2014)
Company Price R e Ll Portfolio Changes — 1 August 2014
_ (current) to portfolio IN:
LBT Innovations $0.125 $0.130 July 14
— No changes
pSivida $4.800 $3.800 May 14
Invion $0.065 $0.089 February 14
Impedimed $0.295 $0.245 December 13 OUT:
Analytica $0.035 $0.025 December 13
Imugene $0.014 $0.022 November 13 No changes
Oncosil Medical $0.125 $0.155 September 13
IDT Australia $0.280 $0.260 August 13
Viralytics $0.270 $0.300 August 13
Tissue Therapies $0.295 $0.255 March 2013
Somnomed $1.70 $0.94 January 2011
Cogstate $0.240 $0.13 November 2007

4.7B Reporting Companies — Cash Balances June 30, 2014 (Cont’'d)
Sorted by Survival Index

Commentary

The current analysis of cash balances of 4.7B reporting compa-
niesshowsthat 19 of 62 companiesreporting under the rule have
less than one year’s cash at hand to support activities.

Eight companies have lessthan six months of cash at hand, based
on net operational cash outflows over the last twelve months. At
the top of thislist is Antisense Therapeutics, however, it has ac-
cesstoa$l millionfinancing facility whichistied to afuture R& D
tax refund. Results from itstrial of ATL1103 in acromegaly, ex-
pected in August, will be a make or break event for Antisense
Therapeutics.

RevaMedical, which has$9.5 millionin cash, isproceeding with
the devel opment of itsthird generation bioresorbabl e scaffold but
isclearly facing afunding challenge to progress the devel opment
of that product.

Regeneus, which listed in September last year, raising $10.5 mil -
lion, will in al likelihood need to access more capital to support
both existing and new programs. While Medigard and Agenix per-
petuate their struggleto survive, Genetic Technologies financial
position has become particularly concerning in recent months.

Small cap life science companiesthat are not required to comply with the
4.7B Rule include: Acrux, Advanced Medical Design and Manufact.,
Immuron, Cogstate, Circadian Technologies, Clovercorp, Compumedics,
Cryosite, Cyclopharm, Ellex Medical Lasers, IDT, ITL Corp, Calzada,
Medical Developments|nt., Novogen, Optiscan Imaging, Progen Pharm.,
Phosphagenics and Atcor Medical.

pSvida, a re-domiciled company, does not comply with the 4B Rule.

Each quarter, themajority of ASX listed biotech companiesare
required to report their cash positions. Inturn, akey analytical
measure we present each quarter isthe * Survival Index’ (Sl).
The index measures how many years those cash reserves will
last, based on a company’s recent spending patterns. It is
limited because it does not account for companies that may
increase spending in the next period of activity.

The index is derived for this quarter by dividing net opera-
tional cash flows (NOCF) for the last twelve months ending
June 30, 2014, into each company’ s cash assets asrecorded at
June 30, 2014. For companiesthat report on December 31 full
year basis, theindex isbased on thelast two quartersof NOCF,
annualised, into each company’s cash assets as recorded at
June 30, 2014. The NOCEF is net of receipts and outgoings
incurred in support of operational activities.

Asarule of thumb, companiesthat present with an S of less
than one are likely to be raising funds to support their activi-
ties, or arein the process of doing so. A healthy Sl iseither two
or more. Companies with Sls of lessthen 0.5 may bein posi-
tions of funding stress and investors should investigate such
stocks with a greater degree of concern.
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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

Analytica

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

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, COH, CSL, CZD, NAN, IPD, SOM, SRX, TIS.
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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