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Delivering independent investment research to investors on Australian
biotech, pharma and healthcare companies.

IPO Profiles: Dorsavi and
Innate Immunotherapeutics

An PO seasoniswell and truly upon usin the biotech sector in Australia. Following on
from the morethan 40 biotech IPOsthat havetaken placeinthe USthisyear, at least three
companiesplantolist onthe ASX in coming months. They will follow stem cell company
Regeneus, which listed at 25 centsin September and thisweek finished at 49.5 cents.

Two quality biotechs are expected to list next month. These are medical device group
Dorsavi and multiple sclerosis drug developer from New Zealand, Innate
Immunotherapeutics. Simavitaisdueto completeacomplianceligingin Australia. Smavita
ismerging with asubsidiary of Genetic Technologies called Gtech (largely ashell com-
pany) in Canada. After raising $15 million from mostly Australian investors, Gtech, which
islisted in Canada, also intendsto list on the ASX.

Dorsavi — A Sensor Technology for Preventing
and Repairing Injuries at Work and from Sport

IPO Summary
Company: Dorsavi
I PO price: 40 centsashare
Fundsto beraised: $18 million
Underwritten: Yes
Lead Manager: Canaccord Genuity
Offer opens. 13 November 2013
Offer closes: 29 November 2013
Expected listing date: 11 December 2013
Market cap onlisting: $48.5 million

Melbourne-based Dorsavi plansto list on the ASX next month raising $18 million. Itisa
very straightforward offer for investors. Dorsavi is commercialising a wireless sensor
movement monitoring system to prevent and to repair injuriesin thework place, in sport
and from other causes. The primary market for the company isfor usein physiotherapy
clinics.

Thetechnology comprises of sensorsthat are attached to the injured areaon the body or
the particular area of interest. The movement of muscles and joints can then bevisualised
on ascreen and assessed in real time by the patient and the physiotherapist. The system
also comeswith alarm system that can beworn at home or at work on the belt to warn the
patient if incorrect movements of the body are occurring.

The company believesthat itstechnology is*the first wireless and wearabl e system that
enables many aspects of detailed human movement and position to be captured, quanti-
fied and assessed outside of a biomechanicslab.’

Cont'd over
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Three Main Applications

1. Elite Sports

There are three main marketsthat Dorsavi will focuson. Thefirst
is in elite sports to help players recover from injury, to assess
those players who are more susceptible to injury, to prevent in-
jury, for player screening and for strength and conditioning of

players.

Thisapplicationislikely to build the profile of the technology. Its
customer base is very impressive and includes five AFL clubs
(Richmond, Western Bulldogs, Fremantle, Essendon and Brishane
Lions), NSW Cricket and the Manchester United Football Clubin
the UK.

2. In the Work Place

The second application for thetechnology isin thework place, to
assist with preventing injuries. The company's customersinclude
Coles, Woolworths, Toll, Toyota, Amcor and BHP. Thisis more
project driven work and allows the company to achieve some early
cash flow.

3. Physiotherapy Clinics

The core application isin the physiotherapy market. In this mar-
ket, physiotherapistslicense the systems on an annual basis, and
then chargetheir patientsfor use of the product to assist recovery
frominjury. Currently the product isused by 35 practises (in Aus-
tralia) and threeinthe UK.

Funds to Ramp-up Sales
InFY 2013, Dorsavi generated salesfrom products of $0.4 million
witha$1.65millionloss. Sdesin FY 2012 were $244,000.

The funds raised through the 1PO will go towards boosting the
company's salesteamsin Australia, the UK and the other parts of
Europe, and then later the US market.

Regulatory Approval
Dorsavi hasgained regulatory approval for itstechnology in Aus-
traliaand Europe. Inthe US, the company hasfiled for approval
through the 510(k) pathway. The company expectsto start selling
intothe USin early 2014.

Clinical Trial Data

Dorsavi has conducted a 103 patient trial with its technology. It
has shown that lower back pain was reduced by 46% after 12
monthsand patient mobility improved by 77%. Thiswaswith only
8-12 weeks of treatment.

Patientsin the placebo arminthistrial showed only marginal im-
provement (8%) with their symptoms returning back to their pre-
existing levelsafter treatment ended.

Major Investors, Board and Management Team

Venture Capital Group Starfish Technology Fund Il isamajor share-
holder, owning 73% of the company prior to | PO. The chairman of
Dorsavi is Olympic gold medallist Herb Elliot, who isa so deputy
chairman at Fortescu M etals Group. Michagl Panaccio from Star-
fish Ventures is also a director, asis Gregory Tweedy, who was

formerly aDirector and CEO of WorkSafe. Ashraf Attia, whois
Managing Director for the AsiaPacific arm of heart assist device
company Thoratec Corporation, ison the board. Andrew Ronchi
isthe company's CEO and isa so adirector. Ronchi has aphysi-
otherapy background and with hisbrother, Daniel Ronchi, founded
the company.

The company has avery impressive and appropriate board with
experience in finance, sport, medical technologies, OH& S and

physiotherapy.

Patents

Dorsavi hassix families of patents covering itstechnology either
granted or pending. Looking at the US, the company has one
patent granted (protection out to 2026) and five patents pending.
In Australia the company has one patent granted, and in Europe
all of its patents are pending.

Risks

Dorsavi believes there are no competing technologies or prod-
uctsthat have been devel oped that provide the functional benefit
its technology offers.

The corerisk for Dorsavi isexecution risk, that the company will
be able to sign on physiotherapy clinics (and other users) to pay
the annual license fee to use the technology (around $7,000 a
yesr).

With Starfish Ventures owning avery large stake of the company,
it will have a dominant shareholder position influencing future
decisions such as an acquisition of the business. Starfish will be
subscribing for $1.5 million under aconvertible note with the | PO
that will convert to shares at the issue price.

Beforeparticipating inthis1PO, investorsarerequired to read the
prospectus, which can be accessed at http://www.dorsavioffer.com/
prospectus.html
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Innate Immunotherapuetics — Addressing Unmet Need in Secondary Progressive MS

IPO Summary

Company: Innate Therapeutics

IPO price: 20 centsashare

Fundsto beraised: $10- $12 million

Underwritten: No

Lead Managers. Morgans Corporate and Patersons Securi-
ties

Offer opens. 26 November 2013

Offer closes: 11 December 2013

Expected listing date: 20 December 2013

Market cap on listing* (based on $12 million raise): $42.9 mil-
lion

*Includes loyalty shares, conversion offer, but excludes op-
tions

Options(NZ$0.20 - NZ$1.00 ex price): 21.2 million

Innate |mmunotherapeutics (Innate) is developing atherapeutic
for the treatment of aparticular form of multiple sclerosis, called
secondary progressive MS. The company isin the fortunate posi-
tion that it already has patientstaking the drug candidatein New
Zedland where in most cases, the patients symptoms have not
only stopped progressing, but also improved.

What Innate needs to do now is raise money to complete clinical
trialsthat show that the drug can achieve astatistically significant
improvement in symptoms above a placebo (or control) with no
control armspart of previoustrials. If it can show this, thentheaim
isto conduct alicensing deal with one of the five major pharma-
ceutical companiesin the M S space. The open market for Innate
and itsfuture partner isestimated at US$3 billion ayear by Innate,
with no drugs currently approved for the treatment of secondary
progressive MS.

MSis caused by the patient's immune system attacking the pro-
tective myelin sheath that surrounds the nerve fibres. Physically,
it results in myelin damage or sclerosis, which gives the disease
itsname. Thisdistortg/interrupts nerveimpul ses between the brain
and the spinal chord.

About 85% of peoplefirst diagnosed with MShavewhat iscalled
relapsing-remitting MS (rrMS). Itiswell treated for 15 yearswith
nine drugs currently approved. These nine drugs generate over
USS$11 billioninrevenueayear.

After 15 years, about two thirds of people with rrMS move on to
the untreatable form or secondary progressive MS. Currently
around 60% of peoplewith M S have the relapsing-remitting form
and 30% have the secondary progressive form.

Results to Date

Innate has been treating patients with secondary progressive MS
using itsdrug candidate, called, M1$416, in three groups. Thefirst
wasinaPhase|B trial in 16 patients, the second wasin 15 patients
inaPhase llatrial, and the third in 23 patients under a compas-
sionate use program, some of whom (14) arethe patientstreated in
theclinical study.

All useto date has shown no drug related toxicitieswith M1 S416.
Of the 17 patients who have been on treatment for six months or
more, ‘14 have reported improvements to a number of their MS
related signs and symptoms. Thisis an impressive and very en-
couraging outcome. One patient has now been successfully trested
for fiveyearswith M15416.

Next: Phase IIb Study

Of the money raised as part of the PO, $6 million will be used to
conduct a Phase I1b study. That trial will recruit 90 patients and
will include aplacebo arm (with two thirdsreceiving active drug).
Innate hasformed an Australian entity, withits CEO to be based in
Sydney and the trial to be conducted at up to nine sites across
Australia. Innate should qualify for the Australian R&D tax re-
bate.

Thetrial is due to start recruiting patients in the Q2 2014. It is
expected that it will take six monthsto recruit, with a speedy re-
cruitment expected by the company given the well motivated pa
tient population, according to the prospectus. It is expected that
all patientswill be dosed by the end of 2015, with each patient to
beinthetrial for 12 months. Results are expected in early 2016.

Innate has been approached by around 30 patients in New Zea-
land to offer the drug candidate under its compassionate use pro-
gram. It'sexpected that whilst resultswill not be availablefromthe
Phasellbtrid in Australiauntil completion, datawill emergefrom
the extended NZ compassi onate use program whilst the Phase | 1b
trial is underway. Innate expects at least 15 patients to enter the
compassionate use programin early 2014.

Method of Action

MI1$416 isamicroparticle that combinestwo immunomodul ators.
These are the 'nucl eotide-binding oligomerization domain-bind-
ing protein 2, and toll-like receptor 9'. The drug is manufactured
using biological fermentation, where bacteriais grown and bio-
chemically modified to include the two immunomodul ators. The
company currently makesthe drug candidate at itsleased facility
in Auckland. It should not be an expensive compound to manu-
facture, for future commercial use.

Competition

Thereare currently nine drugs on the market to treat rrM S. These
drugs generate over US$11 billion in sales. However, thereare no
drugs approved to treat secondary progressive MS. Thekey play-
ersinthe M Sfield are Biogen Idec, Novartis, Merck Serono, Ffizer,
Tevaand GlaxoSmithKline.

Currently Biogen Idec (with Tysabri) and Novartis (with
Siponimod) are conducting Phasel |l trialswith their rrM Sdrugs
for the treatment of secondary progressive MS.

Innate'sdrug candidateisdelivered by aweekly intravenousinfu-
sion. Tysabri has a less onerous delivery schedule, with an IV
infusion only every week, although Tysabri hasablack box warn-
ing against thefatal PML infection. Siponimodisadaily oral drug
candidate, but it isfrom the same drug class as Gilenya, also from

Cont'd over
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Novartisfor thetreatment of rrM S, and hasthe PML safety issue
aswith Tysabri. At thisstage, Innate'sdrug hasavery clean safety
profile.

Patents and licenses payable

The company has acore Use patent around the use of M15416 for
the treatment of multiple sclerosis. This patent is granted in the
US, Australiaand New Zealand and gives patent protection out to
2029

Innate haslicensed it's technol ogies from various parties and will
pay 6% of any revenueit receivesto various parties. These enti-
tlements expire between 2020-2022, whichwill leave at |east seven
years of patent life when the license feeswill not apply.

Board and Management

Innate has a solid board and CEO. Simon Wilkinson isthe CEO
and has been with the company since 2004. He has 20 years expe-
rienceinfinance, aswell asearlier in hisworking lifeservingasan
officer inthe Royal New Zealand Navy.

ThechairmanisMichael Quinn, aventure capitalist who founded
Innovation Capital. Other board members include Christopher
Callins, who owns 18% of the company. Aside from being a suc-
cessful businessman, hel ping acquire manage and create 17 prof-
itable companies, Collins recently became the Congressman for
the 27th Congressional Didtrictin New Y ork. Thenext largest share-
holder isthefounding scientist through Probe International with
a6% stake.

Corporate Structure

Innate has a somewhat complicated corporate structure, which
reflectsits 13 year corporate history, its acquisition of Probe Phar-
meaceutical Corporationin 2001 and no doubt thedifficulty inachiev-
ing funding of this program without venture capital funding.

Therearethree convertible note type facilitieswith $4.7 million to
berepaid. It isexpected that the majority of theseliabilitieswill be
converted to shareswith $0.5 million to be repaid from proceeds of
thelPOraising. Thereare currently about 1,700 shareholders, and
these shareholders will be eligible for additional shares under a
loyalty program (onefree sharefor every three sharesheld prior to
listing) upon Phase I 1b trial success (if the program movesinto a
Phase Il setting).

However, the offer pricein the IPO looks attractive, with amarket
capitaisation, assuming $12 millionisraised, of $42.9 million. This
assumes full conversion of loans and convertible notes, and loy-
alty program success. This capitalisation does not take into ac-
count the 21.2 million options after listing, that will be exercisable
at between NZ 20 centsto NZ$1.00.

Listed in the prospectus, the company has secured $5 million of
the minimum $10 million to be raised, with investment fund Aus-
tralian Ethical Smaller Companies Trust committingto $3millionin
thePO.

Risks

Innate has agranted Use patent covering itstechnology, whichis
not as strong as a Composition of Matter patent. It's patents out-
sideof theUS, Australiaand New Zealand have yet to be granted.

Innate current has around 1,700 shareholders. Some of these will
have been shareholdersfor along period and may take the oppor-
tunity to sell down post listing.

Regulatory endpointsfor treating secondary progressive M S have
not been established with secondary progressive MS with no
drugs currently approved. Innate will need to negotiate with the
FDA and other regulatorsthe most appropriate efficacy endpoints
to select for its pivotal studies.

Innate currently has no IND in place which alows it to test the
drug in the USA. Of the funds being raised, $350,000 will go to-
wards preparing its IND submission. This could take longer than
expected.

As with all biotechs, there is arisk that a superior technology
reachesthe market that will outperform the Innate drug candidate.
Theseincludethe existing rrM S drug candidateswhich arein late
stage testing. Thereis also the risk from emerging regenerative
medicinesin development. However in acomplicated disease such
asMS, avariety of approachesand optionsfor patientswill likely
be of benefit.

There is the risk that the onerous weekly 1V administration of
MI1$416 reduces appeal of the drug compared to other drugsin
development, including Tysabri which requires|V delivery oncea
month and Siponimod which istaken orally once aday. However
it may belikely that patients will require less frequent dosage of
MI$416 once patients' symptoms have stabilized.

Beforeparticipating inthisIPO, investorsarerequired to read the
prospectus, which can be accessed at

http://www.innatei mmunotherapeutics.com/investor-centre/ipo-
prospectus
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Five Stock Wrap

Company [Acrux [Code [ACR [cMP | $2.43 [Cap'n ($M) [$404.6 [Cash ($M)30/6 | $22.8 [PE 58.6
« Acrux has three partnered transdermal drugs on market - Axiron (testosterone), Ellavie/Evamist (estradiol) and Recuvyra (fentanyl - vet.)
« Company is expecting a milestone payment of US$25 M from Eli Lily for Axiron exceeding annual (CY) sales of US$100 M

« Share price has weakened because of easing in growth (to 11%) in testosterone drug market in the US

« Axiron has built a 14% market share, as a premium priced product, in the US

« Eli Lilly is conducting studies of Axiron in groups of sub-optimal responders to other testerone gels, and in sexual well being settings
« Rest of world markets remain undeveloped relative to the US and represent an important source for future sales growth

« Lilly and Acrux initated a law suit against Watson, which has made a Para IV filing in respect of a generic version of Axiron

« Para IV filings are standard a tactic used by generic drug companies to gain a lead over rivals once patents expire

* ACR has remarked that the major threat to Axiron will be when generic gels emerge in 2017

 Contrarian investor Allan Gray recently increased its stake from 6.75% to 7.84%

Comment: ACR expects to declare a dividend in 2014 Q1; dividend is tax free; we estimate an 8 cent dividend will be paid

Adegree of market over-reaction to actions by generic drug companies has re-positioned ACR shares at attractive buying levels

Bioshares recommendation: Buy |Timing -

Company |Avita Medical [Code [AvH [cmP | $0.110[cCap'n ($M) | $35.8 [Cash sm)30/9 | $8.7 [sI| 1.2
« Avita Medical markets ReCell, an autologous, 'spray on' skin cell product, for treating small burns, wounds and for reconstruction

* Product is approved for use in EU, China and Australia, but not the USA; sales have been in the low millions (2013-$2.8M, 2012 -$3.4M)
« ReCell is limited by the level of skill required by surgeons to master the key steps in separating special skin cells from harvested skin

* US Army AFIRM institute is funding a 100+ patient trial of ReCell in treating burns; trial has been slow to recruit

* US burns trial commenced in June 2010; was scheduled for completion in July 2013

* Bioscience Managers (Phillip Capital) invested $3M in AVH in a $10 M funding round in 2012 (holds 7.69% stake); Aust. Ethical - 20.6%
« Bioscience Managers has been frustrated by AVH's management, noting ‘a complete lack of urgency to improve the company’s situation
* At 2013 AGM, chairman Dalton Gooding announced he was stepping down from the board

« Company's cash balance at Dec 31, 2012 was $14.4 M, at Sept 30, 2103, was $8.7 M

Comment: The likelihood of further board and executive changes at AVH is high

Decision to move into treating diabetic ulcers is a concern given that harvesting skin from unhealthy subjects may be counter productive
Bioshares recommendation: Sell |Timing -

Company [Impedimed [Code [IPD [cMP | $0.270[cCap'n ($M) | $48.9 [Cash (sm)30/9 | $5.6 [sI] 0.8
« IPD is commercialising bioimpedance spectroscopy technology (BIS), with multiple medical and non medical applications

« IPDs lead product is the L-Dex system, which aids in the early detection and assessment of lymphodema

« Lead opportunity is with breast cancer patients, post surgery; but also relevant to other cancer patients e.g prostate and melanoma

« Ex-Medtronic exec, Richard Carreon replaced Greg Brown as CEO in July 2012

« IPD recently announced the receipt of a CPT Category 1 code from the AMA, for BIS lymphodema assessment of extracellular fluid

« Benefit of CPT 1 as opposed to existing CPT 3 code is its acceptability to US Medicare, which covers ~50% of breast cancer population
* CPT 1 code to be active from Jan 2015, one year ahead of previous expectation

« In June, changed label claim with FDA - removed 'diagnosis' and 'prediction' wording - which enabled CPT 1 breakthrough

* New management has made significant inroads in reducing costs and cash burn (now at $1.1 Ma qtr)

« IPD will commence a 5 year trial of L-Dex and submit annual data to insurers over time to build in additional years of claimable benefit
« Trial will commence in 2014, with first full year of data to be submitted to private payors in 2017

Comment: The bringing forward of a Cat 1 code is a huge boost for IPD and is evidence of the capabilities of new management

Bioshares recommendation: Speculative Buy Class B |Timing -

Company [Osprey Medical [Code [osP [cmP | $0.740 [Cap'n ($M) | $91.1 [Cash ($m)30/9 | $10.2 [sI| 13
* OSP has developed products (CINCOR and AVERT) which reduce the amount of dye used in coronary therapeutic or diag. procedures
« Medical objective is to reduce contrast induced nephrophathy (CIN), especially with patients with chronic kidney disease

» The AVERT system minimises amount of injected dye by approx. 40%; the AVERT system received FDA 510k clearance in August

« Priority has shifted to AVERT over CINCOR, and to achieving the label claim the 'reduction of Contrast Induced Nephropathy (CIN)'

» Osprey will advise of the status of the 600 pt CINCOR, 'PRESERV" trial ‘at the appropriate time

« Will now commence a 700 pt trial of the AVERT system, which is expected to have final data by December 2015

« A very positive feature of both trials is use of a simple protein level marker (serum creatinine) as an endpoint for CIN

« CIN is defined as serum creatinine = 25% (above the normal value) or an absolute increase of = 0.5 mg/dL

» Company will commence a limited launch of the AVERT system in Texas in 2013 Q4

* OSP completed $14 M placement in November to support new strategy

Comment: Although the revised product strategy may see a better product brought to market, clinical trial execution is an ongoing risk
Bioshares recommendation: Speculative Hold Class B |Timing -

Cont'd over
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Bioshares Model Portfolio (22 November 2013)

Company Price Price added  Date added Portfolio Changes — 22 November 2013
(current) to portfolio

Imugene $0.020 $0.022 November 13 IN:

Oncosil Medical $0.115 $0.155 September 13 | 'O changes.

Calzada $0.076 $0.073 September 13 OUT:

Invion . $0.105 $0.060 August 13 No changes.

IDT Australia $0.465 $0.260 August 13

Viralytics $0.345 $0.300 August 13

Circadian Technologies $0.245 $0.270 March 2013

Tissue Therapies $0.220 $0.255 March 2013

Benitec Biopharma $0.510 $0.40 November 2012

Somnomed $1.30 $0.94 January 2011

Cogstate $0.390 $0.13 November 2007

Universal Biosensors $0.52 $1.23 June 2007

Five Stock Wrap (Cont’d)

Company [Progen Pharmaceuticals [Code [PGL [CMP [ $0.230 [Cap'n ($M) | $12.7 [Cash ($M)30/6 | $1.45 [SI[ 0.6

* Progen Pharmaceuticals has been developing a class of anti-angiogenic and metallo-protinease inhibitors, to treat cancer

« First generation compound PI1-88 was partnered with Taiwanese group, Medigen Biotech in 2010

* Medigen expects to complete recruitment of a 500 pt Phase Il trial of PI-88, in the adjuvant liver cancer setting, by end CY2013

» Medigen expects to begin marketing PI-88 in Taiwan and China by the end of 2014, 'at the earliest'

* Next generation compound PG545 was partnered with Medigen Dec 2012, specifically for liver cancer and non-oncology indications

« In the first Phase la trial of PG545, unexpected injection site reactions were observed; trial was put on hold

* Progen expects to initiate a Phase | trial PG545 [IV administration] in 25 pts with advanced cancers; goal is to evaluate dose limiting tox

* PGL's Pharmasynth subsidary recorded revenues of $2.8 M for 2013, up 40% from the previous year

« Pharmasynth revenues may weaken if Prima Biomed reduces its requirements for drug material for its Cvac immunotherapy trials

Comment: PGL has struggled to succeed with its anti-cancer technology; with cash position a more near term issue with this stock
recommendation: Sell [Timing -

Notes: PE - Price/Equity ratio Sl - Survival Index (refer to Bioshares 527 for explanation)
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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: StarpharmaHoldings, Cogstate, Bionomics, Impedimed, QRxPharma, LBT Innovations, M esobl ast,
Tissue Therapies, Viraytics, Phylogica, pSivida, Antisense Therapeutics, Benitec BioPharma, Allied Healthcare Group, Calzada,

Atcor Medical, Invion, Circadian Technologies
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