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Market AIM

*As defined by AIM Rule 26
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Sareum

Chk1 Licensing agreement with ProNAi

Sareum is a specialist small molecule drug discovery and development company
with programs in oncology and inflammatory disorders. Sareum is virtual, using
collaborators and contract research organisations to progress its programs and
then out-licensing them in return for up-front payments, future milestones and
long-term sales royalties. Sareum, together with its partner CRT Pioneer Fund, has
announced the exclusive licence and worldwide rights for its Chk1l pre-clinical
cancer candidate CCT245737 (renamed PNT737) to ProNAi Therapeutics Inc, for
$7m upfront, plus a total of $321.5m potential milestones, and sales royalties.

|

Licensing agreement: Sareum and its co-investment partner, the CRT Pioneer
Fund, has entered into an agreement with ProNAi Therapeutics (NASDAQ: DNAI)
for a potential of $328.5m (plus sales royalties) for the exclusive licence and
worldwide rights for Sareum’s Chk1 inhibitor CCT245737 (renamed PNT737).

Chk1 inhibitor: Chk1 inhibitors carry considerable potential to sensitise cancer
cells to therapies targeted to damaging DNA and potentiate the action of the
anti-metabolite drugs and DNA alkylating agents from the cisplatin family. They
also have the potential to treat certain cancer types as a single agent therapy.

ProNAi Therapeutics: ProNAi is a NASDAQ listed clinical stage drug
development company advancing small molecule in oncology. ProNAi is
focussing in building up a broad and diverse pipeline by acquiring assets in pre-
clinical development with the ultimate aim to be first-in-class or best-in-class.

Risks: Clearly not without financial risk: a clinical pipeline with traditionally high
attrition rates and funding needs The Company operates in a market dominated
by larger competitors, but there is clear precedent that pharma/biotech are
willing to pay high prices for the right preclinical/clinical assets.

Investment summary: The deal changes the outlook of Sareum. Not only it does
remove the ongoing cost of the clinical trial (E300k to be returned) but also
generates an upfront income of $1.9m/£1.4m and the potential for future
milestones and royalties. The company will use this new resource to enhance its
remaining pipeline.

Financial summary and valuation

Year end June (£Em) 2013 2014 2015 2016E 2017E
Sales 0.00 0.00 0.00 0.00 0.00
Other revenues 0.00 0.15 0.15 0.00 1.40
Underlying EBIT -0.60 -0.83 -1.27 -1.59 0.48
Reported EBIT -0.61 -0.84 -1.31 -1.60 0.46
Underlying PBT 0.60 -0.83 -1.40 -1.58 0.48
Statutory PBT 0.60 -0.84 -1.44 -1.60 0.47
Underlying EPS (p) -0.04 -0.05 -0.06 -0.06 0.02
Statutory EPS (p) 0.04 -0.05 -0.06 -0.06 0.02
Net (debt)/cash 0.42 0.70 1.48 1.10 2.15
Capital increase 0.49 2.04 1.36 1.03 0.00
P/E (x) - - - - -

EV/sales (x) - - - - R

Source: Hardman & Co Research
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Chk1 inhibitor CCT245737/PNT737

CCT245737 (renamed PNT737) is a highly selective, orally bioavailable, small
molecule inhibitor of Chkl. PNT737 was originally developed in a research
collaboration between the Institute of Cancer Research, London (ICR), Sareum
Limited and Cancer Research Technology (CRT). The Programme was licensed to the
CRT Pioneer Fund (CPF) in September 2013 and a development partnership with
Sareum was formed to progress the candidate drug through clinical trials, with
Sareum owning 27.5% of the asset.

Sareum and its co-investment partner, the CRT Pioneer Fund, have entered into an
agreement with ProNAi Therapeutics (NASDAQ: DNAI) for the exclusive licence and
worldwide rights for CPF/Sareum’s Chk1 inhibitor CCT245737 (renamed PNT737).

Licensing agreement with ProNAi Therapeutics

Under the terms of the agreement, ProNAi has agreed to pay the Sareum/CPF
partnership an upfront payment of $7.0m and potential additional payments upon
achievement of certain development, regulatory and commercial milestones of up
to $321.5m. In addition, the partnership will be entitled to receive high single to low
double digit royalties on net sales.

Under the existing agreements with Cancer Research Technology and the CRT
Pioneer Fund, Sareum is entitled to 27.5% of these payments, as described in the
following table.

Agreement’s terms

Agreement Sareum entitlement
Upfront payment $7.0 million $1.9 million

Development, regulatory and  Development, regulatory and
Potential milestones commercial milestones of up to commercial milestones of up to
$321.5 million $88.4 million
Single to low double digit
royalties

Royalties 27.5% share of any sales royalties

Source: Company announcement

In addition, ProNAi will take charge of the funding of the two Phase | clinical trials
currently running at the Royal Marsden NHS Foundation Trust with PNT737.
Therefore, the remaining balance unspent from the current phase | (estimated at
ca.£300k out of a total of £800k) committed by Sareum in December 2015, will be
returned to the Company.

Checkpoint kinase 1 (Chk1)

Cancerous cells tolerate substantially greater levels of DNA damage than would be
acceptable in healthy cells. Cancer cells survive and replicate despite accumulating
DNA damage via an over-reliance on certain components of the DNA Damage Repair
(DDR) network, including Chkl. As such, inhibition of Chkl by PNT737 may be
selectively lethal to these cancer cells and of potential benefit in the treatment of
certain cancers.

Chk1 inhibitors carry considerable potential to sensitise cancer cells to therapies
targeted at damaging DNA and potentiating the action of anti-metabolite drugs, such
as gemcitabine and cytarabine, and DNA alkylating agents from the cisplatin family.
They are hypothesised to have a synergistic effect, the cytotoxic drugs causing the
DNA damage and the Chk1 inhibitors preventing any repairs, thereby boosting
chemotherapy-induced tumour cell death.
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In patients already undergoing cancer chemotherapy, but beginning to show signs of
a slowdown in the tumour regression rate, Chkl therapy could be used to re-
invigorate the response. This may be due to the viable Chk1 kinase enzyme working
to repair the tumour’s damaged DNA and, therefore, undoing the intended work of
the chemotherapy or radiotherapy. Additionally, it is thought that some cancers
might be amenable to treatment with a Chkl inhibitor without the need for
chemotherapy.

Phase | clinical trials

Two phase | proof of concept clinical trials, led by The Institute of Cancer Research
(ICR) and the Royal Marsden NHS Foundation Trust, have been recently initiated:

» PNT737 as a single agent monotherapy study
» PNT737 in combination with DNA-targeting chemotherapies

In addition to the Phase I, ProNAi is aiming to explore biomarkers to PNT737 that
may facilitate patient selection and to identify additional therapeutic combination
strategies. ProNAi plans to expand the development of the product candidate into
the United States with the expectation of filing an Investigational New Drug (IND)
application in the second half of 2017.

ProNAi Therapeutics

ProNAi Therapeutics is a NASDAQ listed (DNAI) listed clinical stage drug development
company advancing small molecule drugs in oncology. Its headquarters are based in
Vancouver, Canada and Brisbane, California. ProNAi’s strategic focus is on building
up a broad and diverse pipeline by acquiring assets in pre-clinical development, with
the ultimate aim of being first-in-class or fast follower/best-in-class.

Pipeline

In addition to PNT737, ProNAi is advancing PNT141, a potent, selective and orally
bioavailable small molecule inhibitor of the Cdc7 kinase. Cdc7 is a key regulator of
both DNA replication and DNA damage response (DDR), that has the potential to
treat a broad range of tumour types. PNT141 is undergoing preclinical development
with the aim of starting the clinical studies in 2H 2017. ProNAi acquired the exclusive
licence for this programme from Carna Biosciences in May 2016.

In June 2016, ProNAi announced the suspension of one of its most advanced
programmes, for the treatment of relapsed or refractory diffuse large B-cell
lymphoma (DLBCL). The drug candidate, PNT2258, is based on a proprietary
therapeutic platform using lipid nanoparticle for the delivery of a single stranded
DNAIi (PNT100) designed to bind to the BCL2 oncogene. In a Phase Il clinical trial,
PNT2258 showed only modest efficacy as a monotherapy. This important drawback
led ProNAi to a strategic change to its pipeline with acquisitions of exclusive licences
in new therapeutic targets in oncology.

The Company is well funded with $130m of cash and zero debt at 30" June 2016.
Therefore, it has the necessary resources to fund the development programme of
PNT737.

27th September 2016



hardmanco

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)
11/12 Tokenhouse Yard

London

EC2R 7AS

T +44 (0) 207 929 3399

Follow us on Twitter @HardmanandCo (Disclaimer Version 2 — Effective from August 2015)
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