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Description

Developing next generation proton
therapy systems for use in radiation
therapy of cancers. The first LIGHT
system is expected to be installed in
Harley Street, London, during 2017; to
be operated through a joint venture
company with CircleHealth.
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Advanced Oncotherapy

Open Offer exceeds expectations

AVO is focused on delivering a more affordable, novel proton-based radiotherapy
system, based on a technology originally developed and tested at the world
renowned CERN. Planning Permission for its Harley Street site has been recently
granted, and the first proton beam has successfully been fired from the proton
source*. The Metric Capital financing plan has been re-negotiated necessitating (i)
a £10m capital increase through a share Subscription at 100p together with an
Open Offer, and (ii) a non-dilutive ‘finance package’. AVO has also finalised the
details of its LIGHT manufacturing contract with its industrial partner, Thales.

>

Strategy: To develop a compact and modular proton therapy system at an
affordable price for the payor, financially attractive to the operator, whilst
generating superior patient outcomes. AVO benefits from the technology know-
how developed by ADAM at CERN and relies on a base of world-class suppliers.

Open Offer: With the announcement of the £10.0m Subscription at 100p per
share, the company stated its intention to make an Open Offer to qualifying
shareholders on the same basis. Existing shareholders were offered shares on a
1-for-13 basis, with an excess entitlement facility also being made available.

Result: A maximum of 4.02m shares were available in the Open Offer. Valid
applications were received for 3.38m shares, representing 84% of the offer,
which considerably exceeded our expectations. Total gross funds raised in the
Subscription and Open Offer were £13.38m.

Balance sheet: These new funds have significantly strengthened the balance
sheet and will allow management to progress the non-dilutive ‘finance package’,
still to be announced, as part of the re-negotiation of the Metric Capital loan
facility. Net cash at 315 December 2016 is now forecast to be £2.7m.

Investment summary: The Subscription attracted a new 7% shareholder with
expertise in business development in Asia, and the Open Offer has been very
well supported by existing shareholders. The strengthened balance sheet will
allow management to focus on delivering the much anticipated LIGHT proton-
based radiotherapy system.

Financial summary and valuation

Year end Dec (£000) 2013 2014 2015 2016E 2017E 2018E
Sales 0.07 0.11 0.00 35.5 80.6 137.1
EBITDA -2.04 -5.06 -6.41 -7.0 0.7 18.2
Reported EBIT -3.17 -6.45 -8.51 -8.5 -1.2 15.9
Underlying PBT -2.37 -5.06 -6.72 -7.4 -2.2 15.3
Statutory PBT -3.96 -7.56 -8.63 -8.6 -3.7 13.3
Underlying EPS (p) -14.77 -14.91 -7.13 -11.2 -3.0 21.2
Statutory EPS (p) -24.66 -22.29 -12.25 -13.3 -5.1 18.5
Net (debt)/cash -3.04 0.48 7.96 2.7 11.9 11.3
Capital increase 2.44 10.16 21.06 12.8 0.0 0.0
P/E (x) -7.0 -6.9 -14.5 -9.2 -34.4 4.9
EV/sales (x) - - - 2.0 0.8 0.5
EV/EBITDA () - - - -10.3 94.5 3.5

Source: Hardman & Co Life Sciences Research

Disclaimer: Attention of readers is drawn to important disclaimers printed at the end of this document
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Result of Open Offer

On 30" September2016, Advanced Oncotherapy announced that it was raising £10m
gross new capital by way of a Subscription for shares at a price of 100p per share.
This Subscription was mostly taken up by the directors and senior management,
together with a new investor — MK Trust. At the time of this announcement, the
company informed the market that an Open Offer would also be made to qualifying
shareholders. The primary purpose of the Open Offer was to allow existing
Shareholders (other than Directors) to subscribe for shares at the same price as
those participating in the Subscription, thereby treating all shareholders equally.

The Open Offer

On 14" October 2016, the company duly announced the Open Offer. It was made to
qualifying shareholders on the basis of one new share for every 13 existing shares
held, with the potential to raise a maximum of £4.02m. However, given that the
directors and management had participated already in the Subscription, and had
stated that they would not be participating in the Open Offer, there was an Excess
Open Offer Entitlement facility allowing qualifying shareholders to request in excess
of their entitlement, subject to the maximum number of shares that could be issued
in the Open Offer.

84% take-up

The Open Offer has been a resounding success. It has raised considerably more than
we had anticipated, given that holders of 50% of the existing share capital were not
going to be participating in the Open Offer. Valid applications were received for
3.38m shares, representing 84% of the Offer shares, raising £3.38m of additional
capital for the company. This brings the total gross funds raised to £13.38m
(estimated net funds of £12.8m).

Total share capital

On Admission to AIM, there will be a total of 72,188,674 Ordinary shares
outstanding. On the assumption that most of the Open Offer shares went to non-
institutional shareholders, the key shareholders will be as follows:

Key shareholders

Brahma AG MK Trust
15% 7%
Banca Profilo
I 5%
Board/Managers
17% Aviva
4%
Hargreaves
‘ Lansd.
4%
AB Segulah
3%
Other ——— PI-Capital LLC
B — 3%
40% \

"Others" from
the 10m Placing
2%

Source: Hardman & Co Life Sciences Research
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Balance sheet

» Open Offer — The 1-for-13 offer to existing qualifying shareholders had the
potential to raise a maximum of £4.02m. As part of the offer there was an excess
entitlement facility

» Result — The 84% take up of the Open Offer has raised £3.4m for the company

» Net cash/debt — The consequence of the Open Offer is that total gross funds of
£13.38m, including the £10.0m Subscription previously announced, have been
raised by the company, which is now forecast to have a net cash position of
£2.7m at 31 December 2016

» Inventories — No allowance has been made in our forecasts for the effect of the
non-dilutive ‘financing plan’, supported by banks and strategic partners and
which has yet to be announced, which was part of the re-negotiation of the
Metric Capital debt facility

Balance sheet

@31st Dec (Em) 2013 2014 2015 2016E 2017E 2018E
Shareholders' funds 5.37 11.13 27.28 33.90 31.73 47.06
Cumulated goodwill 0.00 0.00 0.00 0.00 0.00 0.00
Total equity 5.37 11.13 27.28 33.90 31.73 47.06
Share capital 6.04 10.28 14.18 18.04 18.04 18.04
Reserves -0.68 0.85 13.10 15.86 13.69 29.02
JV investment 0.00 0.00 0.00 2.00 1.70 1.40
Long-term loans 0.00 0.00 0.00 5.00 24.00 24.00
Short-term debt 3.19 0.99 1.00 1.00 1.00 1.00
less: Cash 0.15 1.47 8.96 8.69 36.85 36.34
Invested capital 8.41 10.65 19.32 33.21 21.58 37.11
Fixed assets 0.67 0.88 1.00 1.25 1.52 1.80
Intangible assets 6.69 9.22 12.74 16.24 16.24 16.24
Investments 2.01 1.20 0.31 0.31 0.31 0.31
Inventories 0.04 1.11 4.42 19.16 41.13 64.94

Trade debtors 0.03 0.07 0.00 0.05 20.16 34.27

Other debtors 1.17 0.52 0.52 0.99 2.31 2.31

Tax liability/credit -0.08 -0.22 2.78 0.00 0.00 0.00

Trade creditors -0.72 -1.14 -0.34 -4.50 -36.36 -56.20

Other creditors -1.40 -0.98 -2.12 -2.30 -4.93 -4.93
Debtors less creditors -1.00 -1.75 0.85 -5.75 -39.63 -48.17
Invested capital 8.41 10.65 19.32 33.21 21.58 37.11
Net cash/(debt) -3.04 0.48 7.96 2.69 11.85 11.34

Source: Hardman & Co Life Sciences Research

*LEBT

In the opening paragraph, we refer to the proton beam. At this point in time, the first
proton beam has been fired from the proton source through the low energy beam
transport (LEBT) system only.
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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)
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)

Hardman & Co

11/12 Tokenhouse Yard
London

EC2R 7AS

United Kingdom

Tel: +44(0)20 7929 3399
Fax: +44(0)20 7929 3377
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