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Prima Biomed’s Fortunes Change as Dendreon
Soars to US$1 billion Market Cap

On Friday night in the US, cancer immunotherapy group Dendreon saw its share price
soar 147%to US$1 hillion after apositive decision from an FDA Advisory Committee that
decided its therapeutic cancer vaccine for prostate cancer was shown to be both safe and
effective. It's been a big week for cancer vaccines and this has major implications for
Prima Biomed (PRR: 4.7 cents), who's fortunes may have been dramatically altered.
These developments may be crucial to PrimaBiomed, whichis seeking to developitsown
therapeutic cancer vaccine for the treatment of ovarian cancer.

In other key developments in this field during the week, Oxford Biomedica in the UK
signed aUS$690 million deal with Sanofi-Aventisto devel opitscancer vaccine, TroVax,
for anumber of indications. On the sameday, the US Department of Agriculturegranted
conditional approval to Merial for its canine melanomavaccine, which makesit thefirst
therapeutic cancer vaccine approved in the USfor either animals or humans.

Dendreon leadstheway for cancer vaccines

Dendreon isdevel oping atherapeutic cancer vaccine (Provenge) which hascommonalities
with Prima Biomed's vaccine program (CVac). Both companies utilize the body's own
dendritic cellsto help stimulate the immune system to recognize existing cancer cellsas
foreign. Both companies use an autologous approach whereby the patient’s dendritic
cells are removed, treated ex vivo and then returned to the blood stream of the patient.
Dendreon uses the PAP (prostatic acid phosphatase) antigen fused with GM-CSF to
prime the immune system (PAP is found on the outside of prostate cancer cells). Prima
Biomed uses the mucin-1 antigen found on the outside of ovarian cancer cellsandisaso
over-expressed on anumber of other tumour types.

TheFDA Advisory Committeedecision on Provenge
Dendreon completed a Phase Il study with Provengein 127 patients with prostate cancer.
The primary endpoint was safety and a reduction in cancer progression. Whilst the
vaccine was found to be largely safe, the primary efficacy endpoint was not met. The
company then measured a survival difference between the two groups and found that
Provenge-treated patients lived for 4.5 months longer than those on placebo. The Advi-
sory Committee voted 17-0 in favour of Provenge that it was safe and 13-4 in favour of
Provengethat it was effective.

Cont'd over

Easter Break
Please note there will be no Bioshares published next week due to the
Easter break. The next edition of Bioshares will be out on 14 April.
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The FDA isdueto giveadecision onor just before 15 May onthe
approval of Provenge. It'samajor milestonefor the cancer immu-
notherapy field and extremely significant for other playersin this
field. Dendreon is paving the way for this sector. If it can (a) get
approval and (b) generate considerable sales and profit margins
from thisbusiness, then investment interest in this space will con-
tinue to increase. It's a development of great relevance to Prima
Biomed, which needs to raise funds soon to continue the devel-
opment of itsown cancer vaccine program, which recently gener-
ated positive data from its Phase |1a study.

As Dendreon moves through the regulatory approval process,
the barriersto commercialising this technology will be removed.
During the Advisory Panel meeting, members needed to be re-
minded that thiswas afirst-in-class therapeutic candidate for this
type of cell therapy and that the benchmarks used for chemo-
therapeutics could not be used in assessing this application.
Provengeis slotted as a potential treatment option post hormone
therapy in patientswith prostate cancer but before chemotherapy.

M or edetailsemer geon the Provenge product

Provenge is delivered in a series of three injections, two weeks
apart. The dendritic cells are removed (through apheresis) from
the patient, separated out through density separation, primed with
the PAPGM-CSFfusion protein for 36-44 hoursat 37 degrees, and
then harvested and delivered back to the patient. Dendreon uses
fresh cells taken from the patient each time, whereas Primatakes
one sample and then freezes those cells for a subseguent course
of 7-10cycles.

Price of the immunotherapeutics such as Provenge remains un-
known, although some are suggesting that it will besimilarly priced
to other biologics such asantibodies, in excessof US$40,000 per
treatment.

Risks

The risks with this therapy is to safeguard that the correct proc-
essed cellsarereturned to the patient. Other concernsin the Phase
Il trial completed by Provenge is the dlight increaser in the inci-
dence of stroke, 3.9% versus 2.6% in the placebo group.

Oxford Biomedicadesal

Under thetermsof thisdeal, Oxford Biomedicawill receive US$39
million up front from Sanofi Aventis, future near term payments of
US$25 million and total paymentsof US$690 millionif al targets
are met with royalties. The deal gives Sanofi-Aventis access to
Oxford Biomedica's TroVax cancer vaccines. The company'slead
programisaPhaselll trid in 300 patientswith rend cell carcinoma,
which began in November last year.

Thevaccineisdelivered using apox virusvector, amodified vac-
ciniavirusAnkara and targets the 5T4 tumour antigen. Over 150
patients have been treated generating an anti-tumour immune re-
sponsein over 95% of patients. The company has also generated
positive Phase || resultsin colorectal cancer with a 3000 patient
Phase |11 trial being planned and a 120 patient Phase Il breast
cancer trial also in the planning. Oxford Biomedica has a market
capitalisation of US$447 million.

Summary

The development of monoclonal antibodiestook several decades
to translate into commercia success. Cancer immunotherapy is
slowly moving through a gate towards commercial opportunity
and validation. If one or two compani es can successfully proceed
in coming years, then investment support for this field should
naturally increase to deliver on this much anticipated additional
cancer treatment modality.

Prima Biomed may have been thrown alate lifeline asaresult of
these devel opmentsthisweek. The company isrunning very low
on cash, which isamajor risk, and has struggled to gain invest-
ment support for itsown cancer vaccine program. That may change
thisweek. Thefunding risk with PrimaBiomed remains. However
the company’s ability to raise money now should haveimproved
substantially. And with that funding, the company needs a new
and more experienced management team, withits caretaker CEO,
Eugene Kopp, expected to leave at the end of thisyear. The com-
pany is moving to a Phase I1b trial where efficacy of its vaccine
and its mucin-1 antigen needs to be properly established follow-
ing promising earlier studies. We have upgraded our recommen-
dation to a Speculative Buy, although caution investors about the
immediate funding risk that exists with this company. Prima is
capitalised at $9 million.

Bioshares Recommendation: SpeculativeBuy ClassC

Evogenix — More Validation of

Platform

Evogenix (EGX: 87 cents) received arguably itsclearest vaidation
to date thisweek for its protein optimization platform. In October
last year the company delivered to GlaxoSmithK line improved
versionsof aprotein drug from GSK. Theimproved proteinswere
tested by GSK and found to have exceeded a 20-fold increase in
binding affinity that had been targeted when the collaboration
wasformed.

Therefew remaining independent groupsthat provide outsourcing
services of antibody humanization and optimisation. As of last
week, there is now one less, with M or photek being acquired by
Eisai Corporation for US$325 million. Morphotek isavery useful
comparator for Evogenix, with both companies having antibody
humani sation and optimisation platforms.

Morphotek is alarger company in terms of employees, approxi-
mately doublethat of Evogenix. It ismore advanced than Evogenix
with two earlier stage, in-house clinical programs underway.
Evogenix has collaborationswith GSK, CSL and Vegenicsand its
in-house programs have yet to enter the clinic.

That CSL and GSK have both made acquisitions recently of
biopharmaceutical groups(CSL acquired Zenyth Ther apeuticsand
GSK has acquired Domantis), adds weight to the possibility of
Evogenix being a target for acquisition. And that the Evogenix
technology could potentially be applicableto single domain anti-
bodies may increase the interest to GSK. Evogenix is currently
capitalised at $121 million.

Bioshares recommendation: Speculative Buy ClassA

Bioshares Thredbo Biotech Summit 20-21 July 2007

210



Bioshares Number 210 — 30 March 2007

Page 3

Biota Files Amended Claim Against
GlaxoSmithKline

BiotaHoldings hasfiled an Amended Statement of Claim (ASOC)
in the Supreme Court of Victoria in respect of its dispute with
GlaxoSmithKline (GSK). Biotaclaimsin summary that GSK did
not useitsit best effortsto promote and support the sale of Relenza
(zanamivir), an antiviral drug.

According to Biota, the ASOC provides greater support of its
claimthat "GSK consistently mismanaged itslegal obligation to
develop and market theanti-viral drug Relenza'. Thelegal obliga-
tion to which Biotarefers has anumber of elementsincluding the
obligation of GSK to use its best endeavours to "advertise and
promote Products pursuant to the Licence on aproper commercial
basis".

Biotais seeking loss and damages between $308 million and $430
million, for what it has suffered and will suffer. TheASOC existsas
aresult of Biota'slawyers examining 200,000 documentsunder the
process of discovery.

Description

The ASOC is structured such that the performance of what is
caled TheMainAgreement” isset out according to various phases
(eg Research, Exploitation, Full Development), according to ac-
tivities in various territories (eg Australia, USA, Japan) and ac-
cording to various ‘influenza seasons in various territories (eg
First Australian Season, First USA Season, Second Australian
Season, Second Italian Season).

The claim details and alleges numerous acts and omissions by
GSK that Biotabelievesbreach theterms of thelicence agreement.
Theseincludefailuresof trial design and execution, inappropriate
inhaler device and selection, poor regulatory approval manage-
ment, failures of global marketing and promotion, inventory and
production (being) too limited to respond to demand, and failure
to exploit existing and new markets.

Biota also claims that because of GSK'’s “consistent failures in
marketing and promoting Relenza” that Relenzahasbeen “denied
its proper place asamajor defencefor global popul ations against
thethreat of influenza pandemic”.

Comment

Arareinsight

Withthe progression of Biota's statement of claiminto an amended
statement of claim and its resultant publication through the court
process, investors now have a rare insight into the detail of a
licensing agreement and the performance of the licensing agree-
ment at least asis alleged by one party.

TheASOC islikely to be adocument studied intensively not only
by biotech investors around the globe, but by many other parties
with an interest in this sector. Thisis because the modern thera-
peutic products industry is bound by the licensing of intellectual
property to firms that either further develop or manufacture and
market products.

Thelitigation between Biotaand GSK,, if followed through to full
adjudication, looks set to become atest of the meaning and eco-
nomic benefit of thelicensing of intellectual property. If the Victo-
rian Supreme Court findsthereisno difference between licensing
and whole ownership of aproduct, then aprecedent may be set to
cause other licenceesto act in ways similar to the waysin which
GSK isalleged to have acted.

A second area of analysis by biotech investors and owners of
undeveloped intellectual property islikely to focus on the impact
of large company mergers on small company licensors. The cur-
rent dispute between Biota and GSK may cause the owners of
undeveloped or partially commercialised intellectual property to
revisit license agreements to ensure that agreements are effective
in generating the performance anticipated under thelicense agree-
ment, in the event of merger of the licensee with another firm.

I nvestment consider ations

A consideration for investorsisthat thelitigation costsfor asmall
company such as Biota can mount up. There is the risk that the
litigation could drag on and impose higher and ongoing burdens
onBiota. Litigation also places acost on management time. How-
ever, Biotais well managed and appears to have adjusted to the
medium term imposition of amajor litigation process. Furthermore,
ironically, royalty income stemming from stockpiling orders of
Relenza hasimproved Biota's cash position.

Bioshares recommendation: Speculative Buy ClassA

Chronology of events
A chronology of eventsrelating to thelitigation and other aspects
of the histories of Biotaand GSK are set out below.

1985
Biotaformed

1989
SmithKline Beckman and Beacham merge to form SmithKline
Beecham

21 February 1990

Research and license agreement ("The Main Agreement") signed
between Biota (and parties) and GSK (as it was then formed, as
GlaxoAustraliag, theAustralian arm of Glaxo Group plc, then later
GlaxoWellcomeAustrdia).

26 May 1992
Research and license agreement amended

1993
Clinical trialsof Relenzacommence

1995
Glaxo and BurroughsWellcome mergeto form Glaxo Wellcome
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30March 1998
Second amended research and license agreement

March 1998
Glaxofiled application for marketing approval inAustraia.

October 1998
Relenzawasfiled for approval with FDA.

March 1999
Relenzareceived approval fromTGA inAustralia

26 July 1999

The US FDA approvesthe use of Relenzato treat uncomplicated
acuteillness duetoinfluenzavirusinfection in adults and adoles-
cents 12 years or older

January 2000
Announcement of merger of Glaxo Wellcome with SmithKline
Beecham to create GlaxoSmithKline

May 2000
Around this time, Biota alleges Glaxo decided to implement an
“Exit Strategy” for Relenza

27 December 2000
Merger of GlaxoWellcome with SmithKline Beecham to create
GlaxoSmithKline

28 November 2001
Consolidated research and license agreement

May 2002

Deed of agreement ("The Novation Agreement") entered into, in
which GlaxoSmithKIlineAustraliaassumed the obligationsand li-
abilities of Glaxo WelcomeAustraliaunder the Main Agreement.
The research and licence agreement was al so amended.

May 2004
Biotafilesitsfirst Statement of Claim against GSK

July 2005

Biotafilesadocument inthe Supreme Court of Victoriaestimating
loss and damages at between $308 million and $430 million, for
what it has suffered and will suffer

Nov 2005
Court ordered mediation between Biotaand GSK takes place but
no settlement is reached

29 Mar 2006
Relenza approved by US FDA for prevention in adults and chil-
dren above five years of age

28 Mar 2007
BiotafilesAmended Statement of Claim

April 1, 2008 (Ann. 30/8/2006)
Thetrial isset down to commencein the Commercial and Equity
Division of the Supreme Court of Victoria

Bioshares Model Portfolio (30 March 2007)

Company Price (current) Price added to
portfolio
Acrux $1.35 $0.83
Alchemia $0.98 $0.67
Biodiem $0.35 $0.29
Biota Holdings $1.56 $1.55
Cytopia $0.70 $0.46
Chemgenex Pharma. $0.79 $0.38
Optiscan Imaging $0.47 $0.35
Neuren Pharmaceuticals $0.50 $0.70
Peplin $0.78 $0.83
Peptech $1.88 $1.31
Phylogica $0.38 $0.42
Probiotec $1.06 $1.12
Progen Pharmaceuticals $7.34 $3.40
Sunshine Heart $0.18 $0.19
Tissue Therapies $0.55 $0.58
The Bioshares 20 Index
Change from June 30, 2006 52.0%
Change from Dec 31, 2006 17.8%
Change - week ago -2.1%
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How Bioshares Rates Stocks

For the purpose of valuation, Bioshares divides biotech stocks into
two categories. Thefirs group are sockswith existing positive cash flows
or closeto 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 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.

GroupA
Stockswith existing positive cash flows or closeto producing positive cash
flows.

Buy CMPis20% < Fair Value
Accumulate CMPis10% < Fair Value
Hold Vaue=CMP

Lighten CMPis10% > Fair Value
Sell CMPis20% > 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 — ClassA

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 alliances, partnerships and scientific advisory boards,
indicate the stock isrelative 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 arelikely to belacking in
severa key areas. For example, their cash position isweak, or
management or board may need strengthening.

Speculative Buy — ClassC

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

Speculative Hold —ClassAor B or C

Sell

ics, ChemGenex Pharmaceuticals, Medical Therapies
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