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COMPANY Anatara ife Sciences Ltd  MCAP $20m $0.40/share Date: 16 May 2019
RECOMMENDATION Buy and PT $1.40/share, Very High Risk
EVENT World IBD Day — Sunday 19 May — ANR offers natural treatment

KEY POINTS

e Sunday 19 May marks five years since the first World IBD day. The size of the market is staggering with
more than 1 person in 10 living with severe gut health conditions.

e Over the next six months ANR has a series of key milestones with in vitro, animal and human clinical trials.
These will extend the 30 years of support for use of natural bromelain for human gut health treatment.

e« ANR is likely to be able to claim the trifecta of: stopping pro-inflammatory bacteria adhering to the gut wall;
reducing inflammation of the gut; and kick-starting the cells of the gut to repair the gut lining during and after
disease. Doing all this with a natural product is a genuine game changer across human gut health. Each of
the next six months will show steps to ANR’s success.

e Itis easy to forget that Zoetis, #1 animal health company, has already snapped up the global rights to
bromelainfor scour/diarrhea in farm animals with milestones and royalties to ANR. Zoetis’ validation and
Australian regulatory OK are significant. China’s current African swine fever epidemic has also put animal
health strategies on the front page of global press.

FY’21F METRICS PER 20.0x | EV/EBITDA 14.4x | Yield 0%
LINK TO RESEARCH NOTE RR_ANR_160519 — 6 pages

INVESTMENT VIEW
ANR has solid short-term milestones, Buy

During CY’18 ANR signed a global licence agreement with Zoetis (May’18), advanced its human gut-health
product (GaRP) and developed a commercialisation path, appointed a globally significant advisory board and
appointed proven 25 year commercial drug developer Steve Lydeamore CEO.

2019 is ticking off a series of significant milestones including:

1QCY’19 — reporting of in vitro GaRP tests (Feb’19 — demonstrated efficacy of >85% in treating inflammation and
reducing bacterial attachment);

During 2019 (in our view) there should be Zoetis’ next stage of commercial launch as in Oct'18 the APVMA
approved use for piglets;

Mid to late CY’19 — completion of GaRP IBD animal studies and commencement of human clinical studies; and,
2HCY’19 - initiate discussions with preferred partner for human gut-health product.

COMPANY BACKGROUND

The minimising of antibiotic use with first defence or complementary natural therapies such as Zoetis/ANR'’s
bromelain is a significant market. 70bn chickens, 1.5bn piglets and 1.4bn cows. 25% to 50% are farmed
intensively and susceptible to diarrhoea.

We understand successful animal tests have been carried out across several livestock types, and Zoetis only
enters a market if it can obtain a 40% market share.

If we assume market share of just 20% for only two markets (piglets and poultry), then ANR’s royalty payments will
be ~$15m per annum.

There are yawning gaps in treatment of human gut disorders such as Inflammatory Bowel Disease (IBD — 5m
sufferers), and Irritable Bowel Syndrome (IBS — 840m sufferers). Many of the current treatments are invasive and
involve heavy use of antibiotics and other prescription medications. Improving diet and exercise along with natural
herbal treatments are preferred by many sufferers. Just look at 450bn hits for “gut health” if you use Dr Google
(1,000bn six months later in May’19



KEY DRIVERS

e Intensively farmed piglet and chicken opportunities are significant, and consumers/regulators are pushing
for a non-antibiotic solution like Zoetis/ANR’s bromelain.

e Yawning gaps in treatment of human gut disorders such as Inflammatory Bowel Disease (IBD — 5m
sufferers) and Irritable Bowel Syndrome (IBS — 840m sufferers).

e Other human applications will be targeted after the GaRP dietary supplement is marketed for IBD/IBS. In the
future, ANR will also develop and in-license additional products to augment its pipeline.

MILESTONES

2019 - (In our view) there should be Zoetis’ next stage of commercial launch because in Oct’18 the APVMA

approved use of bromelain for piglets;
Mid-late 2019 — Results of the performance of the human gut-health product in mouse IBD models

2HCY’19 — More in vitro trials — aimed to confirm the effectiveness of the human heath product in
promoting repair of the gut

2HCY’19 - Commence IBS human studies, and,
2HCY’19+ — Initiate discussions with preferred partner for human application...Completed by 2HCY’20F

Small scale, and earnings may be volatile. Response: $5m net cash at 30 June 2019 gives ANR a buffer

Zoetis will not give out regular news updates. Response: China’s African Swine Flu may prompt Zoetis
and other animal health companies to provide more detail of preventative strategies for all pig and
farmed animal diseases — including scour/diarrhea. ANR will generate ‘human application’ news

Outside of Europe, and possibly China, there is little regulatory push for removal of antibiotics.
Response: McDonalds and KFC are now ahead of USFDA in banning antibiotics

DETAILS — WORLD IBD DAY — SUNDAY 19 MAY

e« Sunday 19 May marks five years since first World IBD day. It is good to see that severe gut health
sufferers are finding a strong voice, and now we need to switch to defining the problem and finding
solutions.

¢ The size of the severe gut health market is staggering: 840m Irritable Bowel Syndrome and 5m
Inflammatory Bowel Disease. More than 1 person in 10. The “syndrome sufferers” do not have defined
disease type . Not enough work has been done to define specific causes which mean there is a lack of
efficacious therapies.

¢ Living with severe gut health conditions may compromise your mental health, lifestyle and
profession. This leads to consideration of severe medicines and corrective procedures.

o Victoria’s Flory Institute of Neuroscience & Mental Health and the Bionics Institute have developed a gut
electrode. This electrode aims to stimulate the vagus nerve between gut and brain which may
eventually cure the gut inflammation associated with IBD. Ref:_disease-gut-electrode

¢ ANR'’s natural GaRP treatment aims to be complementary to any treatment, and hopefully delay or
replace the need for drugs with side effects and/or drastic corrective surgery.

e Over the next six months ANR has a series of key milestones with in vitro, animal and human clinical
trials. These will extend the 30 years of support for use of this proprietary product (containing bromelain
and other natural substances in reducing the causes and symptoms of gut disease.

e The Feb’19 in vitro gut testing of the GaRP formulation (contains the bromelain which was the basis of
the veterinary product but it also contains natural substances that add to the activity of bromelain)
should be fresh in your minds. It showed 85+% efficacy, and only 40% is usually required for partnering
with global partner. Later discussions revealed that ANR'’s testing on cells that line the gut wall showed
preliminary indications that the ANR product may be able to program the cells to start the gut repair
process. These claims could not be made until confirmatory studies are completed and we believe this
will be mid- 2019. If ANR can claim the trifecta of: stopping pro-inflammatory bacteria adhering to gut
wall; reducing inflammation and promoting healing of the gut, WHILE being a natural product then it has
a genuine game changer across gut health.
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SNAP SHOT - China’s African swine fever
e |tis easy to forget that Zoetis, #1 animal health company, has already snapped up the global rights to
bromelain for farm animals with milestones and royalties to ANR.
o African swine fever in China has escalated since Dec’18 and is now estimated to lead to 33% of pigs
(200m) being killed. These events underline the need for proactive animal health strategies such as
natural therapies like Zoetis/ANR Bromelain. Ref: african-swine-fever-hebei-pork

ANR’s milestones have been delivered...Augers well for Mid-2019 and 2HCY’19

2017 2017
H1 H2

Confirmed GRAS status for /
components with FDA

Established collaboration with v
University of Liverpool (UK)

Completed product development v
plan

Patent Application filed v

Commercial feasibility e
Manufacturing — sourced suppliers v

Proof of concept <

Animal study (1BD) F*
Human observational study (IBS) 5*

Partnering discussions F %
% Finish; Start
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If you value our research or corporate product, we do appreciate your business.

For trading orders, please contact our Sales Team directly:

Phil Cawood Institutional Sales pcawood@pacpartners.com.au 02 9134 9122
James Wilson Institutional Sales jwilson@pacpartners.com.au 02 9134 9111
Mark Pashley Sales Trading mpashley@pacpartners.com.au 02 9134 9177
Ryan Gale Advisor rgale@pacpartners.com.au 03 8633 9833
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Alternatively, Institutional investors can also reward PAC Partners via:
Commission Sharing Agreements (CSA) - PAC Partners has agreements in place with the leading CSA providers, so kindly tag us via your respective provider.
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Anatara Life Sciences

Price $ 0.400

Number of shares 49 m Market Cap $20m
PROFIT&LOSS (A$m)
Ylend June FY2015A FY2016A FY2017A  FY2018A| FY2019F FY2020F FY2021F FY2022F FY2023F FY2024F FY2025F
Revenue 0.0 23 0.3 0.0 1.7 34 6.0 115 24.7 35.9 42.0
EBITDA 1.9 0.3 20 36 29 1.4 1.0 6.2 19.2 30.2 36.0
Depreciation & Amortisation 00 00 00 00 -02 02 02 02 02 02 -02
EBIT -1.9 0.3 -2.0 -3.8 -3.1 -1.6 0.8 6.0 19.0 30.0 35.8
Net Interest 0.1 04 0.3 0.2 0.5 0.3 0.2 0.2 04 1.1 24
Income tax expense 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
NPAT underlying -1.8 0.7 -1.7 -36 26 -1.3 1.0 6.3 194 311 382
Equity Accounting Profits 00 00 00 00 00 00 00 00 00 00 00
Less nan-cantrolling Interest 00 00 00 00 00 00 00 00 00 00 00
NPAT underlying - attributed to sha -1.8 0.7 1.7 -3.6 -26 1.3 1.0 6.3 19.4 311 38.2
Abnormal items 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
NPAT Reported. -1.8 0.7 1.7 -3.6 2.6 -1.3 1.0 6.3 194 311 38.2
BALANCE SHEET (A$m)
Ylend June FY2015A FY2016A FY2017A  FY2018A| FY2019F FY2020F FY2021F FY2022F FY2023F FY2024F FY2025F
Cash 56 138 10.9 77 49 38 5.1 1.9 327 64.9 103.7
PP&E 0.0 0.0 0.0 0.0 0.2 0.4 0.6 0.8 1.0 12 14
Debtors & Inventory 0.1 0.1 13 19 10 19 19 19 10 19 19
Intangibles - - - - - - - - - - -
Other assets - 00 0.1 01 02 03 04 05 06 07 08
Total Assets 5.6 13.9 12.3 9.8 7.3 6.5 8.1 15.2 36.2 68.7 107.9
Borrowings - - - - - - - - - - -
Trade Creditors 0.1 04 0.2 04 0.2 0.3 0.6 1.1 25 36 42
Other Liabilities 0.0 0.0 0.1 08 0.8 0.8 0.8 0.8 0.8 0.8 0.8
Total Liabilities 0.1 0.4 0.3 1.2 1.0 1.1 14 2.0 3.3 4.4 5.0
NETASSETS 55 135 12.0 8.6 6.3 53 6.7 13.2 33.0 64.3 102.9
OEl and Pref Shares - - - - - - - - - - -
Shareholder Equity 55 13.5 12.0 8.6 6.3 5.3 6.7 13.2 33.0 64.3 102.9
Cash Flow ($Am)
Ylend June FY2015A FY2016A  FY2017A  FY2018A| FY2019F FY2020F FY2021F  FY2022F  FY2023F  FY2024F  FY2025F
Operating EBITDA (1.9) 0.3 (2.0) (3.6) (2.9) (1.4) 1.0 6.2 19.2 30.2 36.0
Interest & Tax Paid 0.1 0.4 1.6 0.2 0.5 0.3 0.2 0.2 0.4 1.1 24
Warking Cap. 0.1) (1.0) (2.5) (1.1) 0.3) 02 03 05 13 11 06
Operating CF (2.0) (0.3) (2.9) (4.5) (2.7) (0.9) 15 7.0 20.9 324 39.0
Maintenance Capex 0.0 0.0 (0.0) (0.0) (0.2) 0.2) 0.2) 0.2) (0.2) 0.2) (0.2)
Expansion Capex (0.0) (0.0) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Acquistions 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Free Cashflow (FCF) (2.0) (0.3) (2.9) (4.5) (2.9) (1.1) 1.3 6.8 20.7 32.2 38.8
Ord & Pref Dividends 0.0 0.0 00 00 0.0 00 00 00 0.0 00 00
Equity raised 6.4 85 00 00 00 00 00 00 00 00 00
Net Other 0.1 0.0 0.0 14 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net Cashflow 4.5 8.2 (2.9) (3.1) (2.9) (1.1) 1.3 6.8 20.7 32.2 38.8
Segment Analysis ($Am)
Ylend June FY2015A FY2016A FY2017A  FY2018A| FY2019F FY2020F FY2021F FY2022F FY2023F FY2024F FY2025F
Revenue
Pig, Poultry and Cows 0.0 0.0 0.0 0.0 0.0 0.9 19 41 76 118 14.1
Human 0.0 0.0 0.0 0.0 0.0 0.0 1.6 48 14.5 218 26.2
Licensing revenue 0.0 23 0.3 0.0 1.7 25 2.5 25 25 25 1.8
Other 0.0 0.0 0.0 00 0.0 0.0 00 00 0.0 0.0 00
Tolal 0.0 23 0.3 0.0 1.7 34 6.0 11.5 247 359 42.0
Gross Margin - all licence revenue
Pig, Poultry and Cows 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Human 100.0% 100.0% 100.0% 100.0% 100.0%
Licensing revenue 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Gross Profit
Pig, Poultry and Cows 0.0 0.0 0.0 0.0 0.0 0.9 19 41 76 1186 14.1
Human 0.0 0.0 0.0 0.0 0.0 0.0 1.6 48 14.5 218 26.2
Licensing revenue 00 23 03 00 1.7 25 25 25 25 25 18
Total 0.0 23 03 00 17 34 6.0 115 247 358 420
SG&A 1.9 2.0 2.3 36 4.5 A7 5.0 52 55 5.8 £.1




Anatara Life Sciences Date: 16-May-19
Model Updated: 16-May-19
KEY RATIOS
Y/end June FY2015A  FY2016A| FY2017A| FY2018A FY2019F FY2020F FY2021F FY2022F FY2023F FY2024F FY2025F
EBITDA Margin (%) 13.7% 617.4%| -60514.8% -173.6% -40.5% 17.0% 54.4% 77.8% 84.0% 856%
NPAT Margin (%) 28.5% -529.5%| -59483.3% -157.6% -37.0% 17.3% 54.6% 78.7% 86.5% 90.9%
ROE (%) yle -142% -416% -41.3% -23.4% 15.5% 47 3% 58.9% 48.3% 37.2%
ROI (%) yle -488.5% -376.4%
ROIC (%) Av. -15.7% -35.7% -38.0% -24.4% 12.3% 57.2% 80.1% 60.8% 42.5%
NTA per share (cps) 0.27 0.24 017 0.13 0.1 0.14 027 067 1.30 2.08
NTA per share (cps) 027 024 017 0.13 0.1 0.14 0.27 0.67 1.30 2.08
Eff Tax Rate (%) 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Interest Cover (x) (0.8) 8.7 172 6.6 5.0 (3.8) (27.1) (44.6) (26.9) (14.7)
Net Gearing (%) -102.6% -90.3% -90.2% 777% -711.4% -76.6% -90.1% -99.1% -100.8% -100.8%
VALUATION PARAMETERS
Ylend June FY2015A FY2016A| FY2017A FY2018A FY2019F FY2020F FY2021F FY2022F FY2023F FY2024F FY2025F
EPS Adj (cps) 13 -33 71 50 24 20 121 375 80.0 738
PE Adj (x) 304 -11.6 -5.7 8.0 -16.6 20.0 3.3 11 0.7 0.5
Enterprise Value (m) 59 89 12.0 149 16.0 147 78 -129 -45.1 -83.9
EV /EBITDA (x) 19.0 45 -3.3 52 -11.7 14.4 13 0.7 -15 23
EV/EBIT (x) 199 44 -32 49 -102 179 13 -07 -15 23
Price / NTA 15 16 23 341 37 30 15 06 0.3 02
DPS (cps) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Dividend Yield (%) 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Franking (%) 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%
Free Cash/ Share (cps) 0.0 -0.06 -0.09 -0.06 -0.02 0.03 0.13 0.40 0.62 0.75
Price /| FCFE PS (%) 122 71 -45 7.3 -19.2 16.0 3.0 1.0 06 0.5
DCF VALUATION & SENSITIVITY
PV of Cashflows 2019 to 2021 (3.5)|Risk Free Rate 4.0%
PV of Cashflows 2021 to 2025 45.4|Equity Risk Premium 8.5%
PV of Term Year Cashflow 95.2|Equity Beta 12
Cash from Options & Equity 0.0|Cost of Equity 14.3%
After Tax WACC 14.3%
Less Net Debt 7.7|Terminal Growth 3.0%
PV of Equity 144.9
Number of shares (Fully diluted - FY18) 518
PV of Equity per share $ 2.80
DIRECTORS ADVISORY BOARD
Shares (m) Shares (m)
Sue MacLeman 0 Prof Peter Gibson 0
Dr Tracie Ramsdale 0 Dr Rebecca Burgell 0 TV WACC
Dr Jane Ryan 0 Dr Jakob Begun 0
Prof Barry Campbell 0 16.3% 14.3% 12.3% 10.3%
Prof Simon Kelly 0 20%; % 214+ % 263 % 332 % 438
Total 0.0 Total 0.0 25%: % 220:% 271§ 345 % 4.60
3.0%: % 225§ 280 % 350 ¢ 4.86
MAJOR SHAREHOLDERS 35%: % 231§ 289 § 375 % 5.15
% % 4.0%: 5 238: % 299 ' § 393 § 548
Dr Mel Bridges 11.3%
Thorney 56%
Top 20 35%
GROWTH PROFILE (YoY)
Y/end June FY2015A  FY2016A| FY2017A| FY2018A FY2019F FY2020F FY2021F FY2022F FY2023F FY2024F FY2025F
Sales ($m) -86% -98% 27400% 105% 78% 91% 115% 46% 17%
EBITDA inc EAT ($m) -116% -735% 83% 21% -52% -175% 513% 207% 57% 19%
EBIT ($m) -115% -T72% 89% -19% -49% -152% 639% 214% 58% 19%
NPAT ($m) -136% -362% 109% -27% -52% -183% 505% 210% 60% 23%
EPS (cps) -135% -362% 114% -29% -52% -183% 505% 210% 60% 23%
DPS (cps) 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%




Recommendation Criteria

Investment View

PAC Partners Investment View is based on an absolute 1-year total return equal

to capital appreciation plus yield. Buy Hold Sell

A Speculative recommendation is when a company has limited experience from >20% 20% — 5% <5%
which to derive a fundamental investment view.
Risk Rating

PAC Partners has a four tier Risk Rating System consisting of: Very High, High, Medium and Low. The Risk Rating is a subjective rating based on: Management
Track Record, Forecasting Risk, Industry Risk and Financial Risk including cash flow analysis.

Disclosure Of Economic Interests

The views expressed in this research report accurately reflect the personal views of Paul Jensz about the subject issuer and its securities.

The following person(s) holds an economic interest in the securities covered in this report or other securities issued by the subject issuer which may influence this
report:

-the author of this report
-a member of the immediate family of the author of this report

Disclaimer

PAC Partners Securities Pty Ltd. (“PAC Partners” or “PAC” or “PPS”) is a Corporate Authorised Representative of PAC Asset Management Pty Ltd holder of an
Australian Financial Services Licence (AFSL No. 335 374).

PAC Partners is not licensed to advise retail investors. The information contained in this report is provided by PAC Partners to Wholesale Investors only.
Retail investor and third party recipients should not rely, directly or indirectly, on this report. Users of this research report should not act on any content or
recommendation without first seeking professional advice. Whilst the report has been prepared with all reasonable care from sources which we believe are reliable,
no responsibility or liability is accepted by PAC Partners, for any errors or omissions or misstatements however caused.

Any opinions, forecasts or recommendations reflect our judgement and assumptions at the date of publication or broadcast and may change without notice. This
report is not and should not be construed as an offer to sell or the solicitation of an offer to purchase or subscribe for any investment.

We are not aware that any user intends to rely on the Content provided or of the manner in which a user intends to use it. In preparing our Content it is not possible
to take into consideration the investment objectives, financial situation or particular needs of any individual user.

Access of this report does not create a client relationship between PAC Partners and the user. Users seeking to invest must obtain individual financial advice to
determine whether recommendations are appropriate to their investment objectives, personal financial situation or particular needs, before acting on
any recommendations.

This publication contains general securities advice. In preparing the advice, PAC has not taken into account the investment objectives, financial situation and
particular needs of any particular person. Before making an investment decision on the basis of this advice, you need to consider, with or without the assistance of a
securities adviser, whether the advice in this publication is appropriate in light of your particular investment needs, objectives and financial situation. PAC and its
associates within the meaning of the Corporations Act may hold securities in the companies referred to in this publication. PAC believes that the advice and
information herein is accurate and reliable, but no warranties of accuracy, reliability or completeness are given (except insofar as liability under any statute cannot be
excluded). No responsibility for any errors or omissions or any negligence is accepted by PAC or any of its directors, employees or agents.

Any content is not for public circulation or reproduction, whether in whole or in part and is not to be disclosed to any person other than the intended user, without the
prior written consent of PAC Partners

Disclosure of Corporate Involvement

Recipients of PAC Partners Research Reports should carefully consider the Disclaimers and Disclosures made below. In particular, regard should be had for any
disclosure by PAC Partners, where it has provided corporate finance services to the company, which is the subject of the Research Report.

PAC Partners has in the previous 12 months has been providing research services to the Company described in this report and received fees on commercial terms
for its services. PAC Partners does not own securities of the Company described in this report. PAC Partners associates own securities of the Company described in
this report. PAC Partners does and seeks to do business with companies covered in the research. PAC may receive commissions from dealing in securities. As a
result, investors should be aware that PAC Partners may have a conflict of interest that could affect the objectivity of this report.

For more information about PAC Partners please visit www.pacpartners.com.au

If you would like to be removed from this distribution list please click here: UNSUBSCRIBE.
If you would like to update your details please click here: MODIFY.
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