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Avacta

Gearing up the management team

Avacta (AVCT) is a pre-clinical biotechnology company and the proprietary owner
of Affimer technology. Affimers represent a radical alternative to the established
antibody technology, which continues to dominate the drug industry, despite its
limitations. The significant technical and commercial benefits of Affimers are being
recognised through increased corporate interest, on-going evaluations, and deal
flow. AVCT recently strengthened its board with the appointment of Eliot Forster,
ex-Immunocore CEO, as non-executive Chairman. This move provides greater
expertise in maximising the potential of the Affimers as a therapeutic platform.

» Strategy: AVCT is aiming to commercialise its Affimer technology through
licensing for research and diagnostics, and by identifying and developing its own
proprietary therapeutic pipeline for partnering. AVCT has sufficient cash
resources to identify an Affimer lead to be ready for first-in-man trials in 2020.

» New Chairman: Dr Eliot Forster has been appointed non-executive Chairman of
the company, with immediate effect. The former Chairman, Dr Trevor Nichols,
will remain on the Board as a non-executive director. Eliot brings a wealth of
experience in the development of novel therapeutics, and an extensive network.

» Background: Eliot was CEO of Immunocore, a biotechnology company
developing novel T-cell receptor-based biological drugs to treat cancer, viral
infection and autoimmune disease. He has an entrepreneurial aptitude and was
recently secured the largest ever Series A biotech financing round in Europe.

» Risks: Affimers represent a new disruptive technology and the potential
customer base might take time to recognise their advantages. While all new
drug development carries a high risk, Avacta has hit a number of important
milestones over the last two years which have reduced the risk profile.

» Investment summary: AVCT has made considerable progress towards its goal
of having its own proprietary Affimer-based drugs and growing a profitable
reagents business. By itself, the company has identified potential leads and
completed both in vitro and in vivo pharmacokinetic pre-clinical, efficacy and
immunogenicity tests. Awareness of the potential of Affimers is also being
enhanced through the rising number of collaborative deals being signed.

Financial summary and valuation

Year-end July (Em) 2015 2016 2017 2018E 2019E 2020E
Sales 1.81 2.17 2.74 3.00 3.50 5.40
R&D spend -0.03 -1.50 -2.60 -3.25 -4.50 -5.50
EBITDA -2.28 -4.79 -6.66 -7.95 -9.30 -9.20
Underlying EBIT -2.85 -5.39 -7.60 -9.02 -10.37 -10.27
Reported EBIT -5.51 -5.66 -7.98 -9.44 -10.84 -10.78
Underlying PBT -2.83 -5.29 -7.51 -8.98 -10.37 -10.32
Statutory PBT -5.48 -5.57 -7.89 -9.40 -10.84 -10.84
Underlying EPS (p) -4.38 -6.46 -8.75 -11.55 -12.92 -12.48
Statutory EPS (p) -9.72 -6.86 -9.31 -12.17 -13.59 -13.23
Net (debt)/cash 7.33 19.52 13.17 4.50 -5.98 -16.01
Capital increases 0.02 21.05 0.01 0.06 0.00 0.00
EV/sales (x) 16.0 13.4 10.6 9.7 8.3 5.4

Source: Hardman & Co Life Sciences Research
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A heavyweight biotech specialist

Chairman appointment

With the appointment of Dr Eliot Forster as non-executive Chairman, with
immediate effect, Avacta has recruited a heavyweight of the UK biotech industry.
The former Chairman, Dr Trevor Nichols, is to remain on the Board in a NED capacity.

Dr Eliot Forster

Source: The Times, June 5 2016

Eliot brings more than 25 vyears of experience in the pharmaceutical and
biotechnology industry, with an extensive network. Notably, he was the CEO of the
multi-award winning and rapidly growing immuno-oncology private biotech
company Immunocore. He stepped down as a CEO of Immunocore and left in
February 2018 as, having achieved what he was brought in to do, the time was right
to hand over leadership of the company and to pursue new opportunities.

Avacta outlook

Avacta is entering a very important stage in its development and is gearing up the
Board and senior management team. Eliot is an entrepreneurial Chairman, who has
a track record of successes in progressing new therapies through clinical trials. This
move will bring a stronger focus of the Affimers in the high-value area of
therapeutics, in readiness for the first-in-man clinical trial in 2020.

Immunocore

Founded in 1999, Immunocore is a biotechnology company developing novel T-cell
receptor (TCR)-based biological drugs to treat cancer, viral infection and
autoimmune diseases. The company is developing a new class of bi-specific biologic
molecules that combine an affinity-enhanced TCR-based targeting system with an
anti-CD3 effector that activates a potent and specific T-cell response against cancer
cells. Immunocore is currently progressing two clinical trials and several pre-clinical
opportunities.

Eliot joined Immunocore in January 2015 and, under his leadership, the company
raised $320m/£205m of development capital, the largest ever amount raised for an
European biotech, supported by Fidelity, Eli Lilly Ventures and Woodford IM. The
company also secured partnerships with AstraZeneca, Eli Lilly and GSK, and received
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$40m from the Bill & Melinda Gates Foundation to develop immunotherapy for
infectious diseases.

Also, during his time, Immunocore increased its infrastructure significantly through
laboratory expansion undertaken at its Milton Park, Oxfordshire, headquarters to
accommodate around 450 scientists, and also through the opening of a new US office
in Conshohocken, PA, to accommodate its US clinical development, medical and
regulatory operations. During Eliot’s time at Immunocore, the company received
many awards such as:

» Financing Deal of the Year at the SCRIP Awards, 2016
» Private UK Life Science Company of the Year, Biotech and Money, 2016
» Biotech of the Year at the SCRIP Awards, 2015

» Emerging Start of the Year Awards at the European Mediscience Awards, 2015

An entrepreneurial aptitude

Dr Forster holds a PhD in neurophysiology from Liverpool University and an MBA
from Henley Management College. He is Chairman of the MedCity project, which
promotes the Life Sciences in the London/Cambridge/Oxford "Golden Triangle". He
is an Honorary Visiting Professor of the Pharmacology and Physiology Department at
the University of Liverpool, and a Board member of the OSCHR (Office for Strategic
Coordination of Health Research) and National Genomics Boards.

In his early career, Eliot held senior management positions at both GSK and later at
Pfizer with the role of Head of Development and Operations for the EU and Asia. He
was responsible for drug development activities across multiple geographies and
brought several drugs to market, including Celebrex (celecoxib) and Relpax
(eletriptan). Following this period of traditional pharmaceutical development at
global multi-nationals, his career changed paths, given his desire for more
entrepreneurial adventures, and increased contact with academics.

Biotech CEO positions include the following:

» Creabilis (CEO, 2010-2015): The company was focused on developing first-in-
class topical treatments for common inflammatory skin conditions including
psoriasis, atopic dermatitis and pruritus (itching). Creabilis was aacquired in
December 2016 by the medical dermatology and aesthetic company Sienna
Biopharmaceutical for an undisclosed up-front payment in cash and stock as
well as additional payments contingent upon achieving specific regulatory and
commercial milestones, which could exceed $150m in aggregate. At that time,
Creabilis was running a Phase llb trial for the treatment of pruritus and psoriasis.

» Solace Pharmaceuticals (CEO, 2006-2010): The main focus of the Boston-based
company was the discovery and development of therapies for the treatment of
chronic pain — neuropathic and inflammation.

Conclusion

Over the last three years, AVCT has successfully increased awareness and
opportunities provided by its Affimer technology, which has resulted in a number of
partnerships. Meanwhile it has been undertaking all the pre-clinical activity required
to be ready to start its first clinical trial using a therapeutic Affimer at the end of
2019. Eliot has been appointed for his extensive knowledge, experience and
networking skills in raising capital and progressing companies to their next stage of
development in order to maximise returns for shareholders.
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Disclaimer

Hardman & Co provides professional independent research services. Whilst every reasonable effort has been made to ensure that the information in the research
is correct, this cannot be guaranteed.

The research reflects the objective views of the analysts named on the front page. However, the companies or funds covered in this research may pay us a fee,
commission or other remuneration in order for this research to be made available. A full list of companies or funds that have paid us for coverage within the past
12 months can be viewed at http://www.hardmanandco.com

Hardman & Co has a personal dealing policy which debars staff and consultants from dealing in shares, bonds or other related instruments of companies which pay
Hardman for any services, including research. They may be allowed to hold such securities if they were owned prior to joining Hardman or if they were held before the
company appointed Hardman. In such cases sales will only be allowed in limited circumstances, generally in the two weeks following publication of figures.

Hardman & Co does not buy or sell shares, either for its own account or for other parties and neither does it undertake investment business. We may provide
investment banking services to corporate clients.

Hardman & Co does not make recommendations. Accordingly, we do not publish records of our past recommendations. Where a Fair Value price is given in a
research note this is the theoretical result of a study of a range of possible outcomes, and not a forecast of a likely share price. Hardman & Co may publish further
notes on these securities/companies but has no scheduled commitment and may cease to follow these securities/companies without notice.

Nothing in this report should be construed as an offer, or the solicitation of an offer, to buy or sell securities by us.

This information is not tailored to your individual situation and the investment(s) covered may not be suitable for you. You should not make any investment decision
without consulting a fully qualified financial adviser.

This report may not be reproduced in whole or in part without prior permission from Hardman &Co.

Hardman Research Ltd, trading as Hardman & Co, is an appointed representative of Capital Markets Strategy Ltd and is authorised and regulated by the Financial
Conduct Authority (FCA) under registration number 600843. Hardman Research Ltd is registered at Companies House with number 8256259. However, the
information in this research report is not FCA regulated because it does not constitute investment advice (as defined in the Financial Services and Markets Act
2000) and is provided for general information only.

Hardman & Co Research Limited (trading as Hardman & Co) +44 (0) 20 7194 7622
35 New Broad Street Follow us on Twitter @HardmanandCo
London

EC2M 1INH (Disclaimer Version 4 — Effective from January 2018)

Status of Hardman & Co’s research under MiFID II

Some professional investors, who are subject to the new MIFID Il rules from 3rd January, may be unclear about the status of Hardman research and, specifically,
whether it can be accepted without a commercial arrangement. Hardman’s company research is paid for by the companies about which we write and, as such,
falls within the scope of ‘minor non-monetary benefits’, as defined in the Markets in Financial Instruments Directive Il.

In particular, Article 12(3) of the Directive states: ‘The following benefits shall qualify as acceptable minor non-monetary benefits only if they are’ (b) ‘written
material from a third party that is commissioned and paid for by an[sic] corporate issuer or potential issuer to promote a new issuance by the company, or where
the third party firm is contractually engaged and paid by the issuer to produce such material on an ongoing basis, provided that the relationship is clearly disclosed
in the material and that the material is made available at the same time to any investment firms wishing to receive it or to the general public;’

The fact that we are commissioned to write the research is disclosed in the disclaimer, and the research is widely available.

The full detail is on page 26 of the full directive, which can be accessed here: http://ec.europa.eu/finance/docs/level-2-measures/mifid-delegated-requlation-2016-

2031.pdf

In addition, it should be noted that MIFID II’s main aim is to ensure transparency in the relationship between fund managers and brokers/suppliers, and eliminate
what is termed ‘inducement’, whereby free research is provided to fund managers to encourage them to deal with the broker. Hardman is not inducing the reader
of our research to trade through us, since we do not deal in any security.

Hardman & Co

35 New Broad Street
London
EC2M 1NH

Tel: +44(0)20 7194 7622
©) hardman®co

www.hardmanandco.com
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