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TISSUE REGENIX

Continuation of the positive momentum

TRX is focused on the development and commercialisation of two proprietary
processing technologies for the repair of soft tissue (ICELL®) and bone (BioRinse®).
It has a broad portfolio of regenerative medicine products for the biosurgery,
orthopaedics and dental markets. 1H'23 results highlighted the benefits and
efficiencies being derived from investment and reorganisation in manufacturing
capacity, with the first underlying EBITDA-positive reporting period. With further
strong growth forecast in 2H'23, TRX is on the cusp of achieving profitability. Phase
2 of its capacity expansion programme is expected to be completed in 2025.

>

Strategy: TRX is building an international regenerative medicine business around
its proprietary technology platforms, underpinned by compelling clinical outcomes.
Phase 1 of its manufacturing capacity expansion programme came on stream in
2021 to satisfy demand from distribution partners for its innovative products.

1H’23 results: Underlying sales rose 19%, to $14.1m ($11.8m). Growth was
derived from its core BioRionse and dCELL divisions. Operating efficiencies and
tight cost control saw TRX become EBITDA-positive in 1H'23. Gross cash at
the period-end was $4.1m.

Outlook: These results demonstrate the success of TRX's “4S” strategy to drive
sales growth and sustainability. Although the main focus remains the US, TRX
is looking to extend its geographical reach through commercial distribution
agreements elsewhere, making the company profitable and cash-generative.

Risks: There remain localised issues with respect to the number of elective
surgical procedures, staff shortages in healthcare institutions and supply chain
issues, although investment in capacity by TRX has mitigated some of these
risks. Also, TRX is not immune from global economics and wage inflation.

Investment summary: TRX has now been EBITDA profitable over the past 12
months. Continuing the positive momentum will see the company report its first
full year of EBITDA profitability in 2023, which will be a significant milestone.
Three more six-month periods of consecutive growth will generate overall
profitability. An EV/sales multiple of 4x 2024E sales generates a valuation of
$138m/£110m, which suggests significant upside potential.

Financial summary and valuation

Year-end Dec ($m) 2019 2020 2021 2022 2023E 2024E
Sales 16.66 16.47 19.75 24.48 29.11 34.55
Underlying EBITDA -8.17 -3.20 -3.00 -0.88 0.73 2.38
Underlying EBIT -9.22 -4.26 -4.10 -2.01 -0.23 1.38
Statutory EBIT -9.24  -12.58 -4.45 -2.01 -0.23 1.38
Underlying PBT -9.68 -4.82 -4.79 -2.83 -1.39 0.50
Statutory PBT -9.70  -13.15 -5.14 -2.83 1,39 0.50
Underlying EPS (¢) -0.78 -0.09 -0.07 -0.04 -1.80 0.67
Statutory EPS (¢) -0.78 -0.28 -0.07 -0.04 -1.80 0.67
Net cash/(debt) 0.12 5.75 -0.24 -3.66 -5.48 -6.37
Equity issues 0.00 18.67 0.00 0.01 0.05 0.00
EV/sales (x) 3.2 3.2 2.7 2.2 1.8 1.5
EV/EBITDA (x) - = = -60.9 72.5 22.3

Source: Hardman & Co Life Sciences Research

Disclaimer: This research has been paid for by the company. Please read the important disclaimers at the end of this document


http://www.tissueregenix.com/
mailto:mh@hardmanandco.com

Tissue Regenix

Table of contents

Interim 2023 results SUMMANY ...ttt te e ssese e seseaesessesessesessnsens 3

OPEratioNal OVEIVIEW ........ceoueieeeiieeeeeteeteteeeeteeeae e sesessesessesessesesesessssesessesessesenansesennns 5

BioRinse

Revolving Credit faCility ..o 10
Analysis of Nnet cash/(AeDt) .......o.ovio e 10
Share CONSOIIAATION .....vvoeeeceeeeeeee ettt 10

Financial summary

INCOME SEALEMENT ... .. 11
BalaNCe SNEET ..o 12
CASNFIOW 1. 13
VAIUBTION 1.t 14
COMPANY MALLEIS....oceieeiieeeieeeeeeectecreeterteseeseeeeseesestessessessesesssssessessessessessssssersessensensens

Registration
Board of Directors

SNAIE CAPITAN. ..o 15

DHSCIAIMET ..ottt esest s ess e esessessessessessessesessessessessensensesssnsssensensensenes 16

Status of Hardman & Co’s research under MiFID Il ..o 16

18 September 2023 2



Tissue Regenix

a HARDMANE&CO.

On course to report first full year of
EBITDA profitability in 2023

Interim 2023 results summary

On 17 July 2023, TRX informed the market, with a trading update, that underlying
sales had increased 19% in 1H'23, representing the sixth consecutive six-month
period of growth for the group. This performance was slightly ahead of our forecast.
TRX also confirmed that, after reporting its first quarter of EBITDA profitability in
4Q’'22, it expected to report EBITDA profitability for 1H'23.

Key features

Operational and commercial

>

Efficiencies: The 1H'23 sales and EBITDA performance confirms that TRX is
continuing to benefit from the recent Phase 1 investment programme to
increase manufacturing capacity, improve source material and overall site
reorganisation. Significant improvements were seen in the gross margin.

Business activity: Feedback from TRX's distributors, partners and customers
indicate that business activity is returning to pre-COVID-19 levels, notwithstanding
that there are still challenges in the supply chain, regulatory affairs and personnel.

OrthoPure XT: Following a number of distribution deals in Europe and Asia,
early orders have been received for OrthoPure XT, which is benefiting the
dCELL results. This is expected to be an additional growth driver in 2024.

Financials

>

Sales: Underlying group sales rose 19%, to $14.1m ($11.8m), slightly ahead of our
original forecasts. Strong growth was seen in the BioRinse (+20%, to $9.4m) and
dCELL (+29%, to $3.1m) divisions, offsetting lower-than-anticipated sales at
GBM-V (+2%, to $1.6) due to short-term supply difficulties.

COGS: Greater efficiencies from the reorganised manufacturing facility,
coupled with an improved product mix, resulted in a drop in COGS, with the
gross margin rising significantly from 45.8% in 1H'22 to 49.1% in 1H'23.

Administration costs: Management has stated consistently that it expects
marketing and administration costs to rise more slowly than sales. This was again
evident with a rise of only 7% in underlying SG&A to $7.05m ($6.60m).

Net cash/(debt): TRX ended the period with gross cash of $4.06m and net debt
of $5.43m (including lease liabilities of $3.3m). Although the gross cash was
lower than anticipated, this was reciprocated by lower-than-expected debt.

Interim results summary - actual vs. expectations

Half-year-end Jun 1H'22 1H'23 Change 1H'23 Delta
($m) actual actual CER  *forecast A
BioRinse 7.90 9.37 +20% 9.30 +0.07
dCELL 2.40 3.11 +29% 2.90 +0.21
GBM-V 1.50 1.61 +2% 1.80 -0.19
Group sales 11.84 14.10 +19% 14.00 +0.10
COGS -6.42 -7.17 +12% -7.50 +0.33
SG&A -6.60 -7.05 +7% -7.00 -0.05
Share-based costs -0.11 -0.11 - -0.05 -0.06
Underlying EBITDA -0.65 0.25 nm 0.05 +0.20
Underlying EBIT -1.29 -0.23 +82% -0.45 -0.22
Gross cash 6.17 4.06 - 6.00 -1.94
Net cash/(debt) -2.39 -5.43 - -5.00 -0.43

*Prior to release of trading update on 17 July 2023
Note: numbers may not add up exactly due to rounding
Source: Hardman & Co Life Sciences Research
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Sales and gross margin
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Source: Company data, Hardman & Co Life Sciences Research
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“4S” strategy is generating momentum

Highly regulated market with big

barriers to entry

Progress with the four “S’s”

SUPPLY

Operational overview

“4S” strategy

Management’'s “4S” strategy is the foundation for growth. Its aim has been to
develop a strong commercial strategy to create solid relationships with major
distributors, thereby creating good underlying demand for products. This
necessitated the reorganisation of its operations and investment into capacity
expansion at its US facilities. All of this came together in 2022, and has moved
further forward in 1H'23, with TRX generating 19% sales growth and being EBITDA-
positive. Further progress is expected in 2H'23.

TRX operates in a highly regulated market with enormous barriers to entry. Some of
the large, commercial operators do not want to get involved in the complexities
associated with the supply of human tissue, preferring to leave this to specialists.
But they do need certainty of supply of quality products. This has been an area for
key investment by TRX. Over the past two years, the company has been building an
even stronger relationship with tissue banks that are governed in the US by the
National Organ Transplant Act (NOTA), in order to ensure adequate supplies of high-
quality human tissue - such as bone, soft tissue and birth tissue.

The consequence of this is that TRX now accesses a sufficient supply of donor
tissue, both in terms of quantity and quality, which produces higher yields when
processed. Phase 1 of the capacity expansion programme has increased the
processing capability, which, in turn generates more products. In its 1H'23 results
presentation, TRX showed that there has been a three-fold increase in the
(weighted) donor tissue being processed (see next page). In addition, greater
flexibility and training of the workforce has resulted in a 100% increase in the
number of donors processed per employee compared with pre-pandemic levels (see
page 7). Originally, the capacity investment was expected to generate up to $30m
of sales, but, with these increased efficiencies, this figure has been increased to
$40m.

SUSTAINABILITY SCALE

H1 2023

2023

Future objectives

15% year-on-year increase in
processing throughput in US
operations

37% increase in finished product
availability for OrthoPure XT
Signed one new donor supply
contracts for BioRinse in the H1
2023

Construction of Phase 2 expansion

of the capacity created by Phase 1
Phase 2 will include an additional
ten clean rooms

BioRinse division returned 20% = Positive Adjusted EBITDA for the
last twelve months due to sales

= Identified and are in the process

growth in the period, continuing
to take market share

Commercial reorganisation of
dCELL division continues to show
benefits with 29% sales growth in
the H1 2023

Continue double-digit growth,
following the same trajectory as
the Company’s other US business

growth and tight expense
management

Increased capacity from Phase One
expansion allows Phase Two capital
expenditure to be pushed out

Cash position supports current
business plan

Continue tight monitoring and
control of operational and capital
expenses

Continue to identify opportunities
to be more capital efficient across
all aspects of the organisation

of establishing a third-party
logistics provider to provide
distribution services to the
European Union and the UK
Increased credit facility with
MidCap from $5.0m to $10.0m
to support future working
capital growth

Distribute allograft tissue
products in markets outside the
us

Source: TRX presentation
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Customer confidence in ability to

supply in timely manner

Potential to expand into non-US

markets

Identification of additional efficiencies
has moved start date for Phase 2 of

capacity expansion into 2024

EBITDA-positive for 12 months...

...expected to follow-through into full-
year 2023...

...and on the cusp of EBIT-positive in
2023

Donors processed (weighted by donor type) per FTE
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January 2019 baseline
Source: TRX interim results presentation

Commencement of Phase 2 is expected to begin in 2024 for completion in 2025
and to cost in the range $3.5-$4.0m spread over two fiscal years, with the initial
$2.0m capital expenditure included in our 2024 cashflow forecast.

Increased confidence

With six consecutive six-monthly reports of well-above market average growth,
customers clearly have confidence that TRX can supply the required quality of the
desired product in a timely manner. New distributors are being signed up and trained
at a fast rate, such that TRX may well exceed its target of 32 new distributors in the
US in 2023 - 25 on board by the end of June.

Geographical expansion

TRX has made progress in its strategy to expand selectively on a geographical basis.
OrthoPure XT has approvals and distributors in Italy, Germany and the UK. Also,
partners were signed in China (plus Hong Kong) and Australia in 1H'23 for a range
of TRX products, although they must go through the regulatory process before they
can be launched.

Big addressable markets

TRX has products that are targeting the large and well-established bone graft
market. While there is strong competition, TRX's offering is differentiated and its
products are being commercialised by extremely strong global partners. Additionally,
it is targeting the soft tissue repair market, with a particular emphasis on wound
management, sports-related injuries and urogynaecology. Again, its products are
differentiated and desired, as evidenced by a sales growth rate that is 3x-5x the
average market growth rate, and by commercial partners requesting specific new
products that can resolve a specific condition.

Trend towards profitability

TRX has now been EBITDA-positive for the 12-months to end-June 2023 and with
a strong start to 2H'23, this is expected to follow through to the full year. Although
current forecasts suggest that TRX will not quite reach overall EBIT profitability in
2023, it will be very close, with the leverage effect of an extra $0.25m (+1%) of sales
sufficient to reach profitability in 2023. Even without this, it seems certain that the
company will be both EBIT- and PBT-positive in 2024.

18 September 2023
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Strong upward momentum

Slight seasonal effect on growth rates

Weighted donors processed

Baseline: January 2019
Source: TRX presentation

Margins expected to expand further

BioRinse

Given its more readily available source material, a diverse range of differentiated
bone scaffold products and strong commercial partners, BioRinse continues to
benefit from the expansion programme to increase tissue storage and processing
capacity. This has been borne out by results from the past five six-month reporting
periods, with sales growth rates as follows: 1H'21 +37%; 2H'21 +33%; 1H'22 +32%;
2H'22 +21%; and now 1H'23 +20%. Growth has been supported by industry
reputation and commercial partner confidence across all its surgical specialties -
orthopaedics, sports medicine, spine, dental and trauma.

Half-yearly performance in BioRinse sales, 1H'19-2H'23E
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13%
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329  21%
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” 9%
4.
il
0.0
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Sales ($m)

@)

Source: Hardman & Co Life Sciences Research

Confidence in the superior performance of BioRinse products and the ability of TRX
to supply them in a timely manner is recognised by TRX's existing strategic
commercial partners and new customers. This has been exemplified by a range of
new soft tissue allografts announced today for the sports medicine market that was
requested by strategic partners to fulfil a particular need in the market.

With the additional capacity and smooth running of operations, management is
looking to expand the BioRinse offering into a select band of other countries. To
that end, TRX engaged a third-party logistics partner and has commenced the
necessary regulatory approval processes for expansion into Europe.

With 20% growth in 1H'23, one could argue that the 17% growth rate forecast for
2H'23 is somewhat conservative. However, for the past two years, the growth in
BioRinse sales has been stronger in 1H versus 2H, indicating that there may be a
slight seasonal trend for these products.

Since 2019, the number of weighted donors being processed through the enlarged
facility has doubled. This improved capacity coupled with greater efficiencies means
that TRX has the ability to respond rapidly to shifts in market demand. It is also
reflected in the improvement to gross margins, with a 3.7pp gainto 51.4% in 1H'23.
In addition, a slower rate of rise in marketing and administration compared with sales
growth, led to the underlying (excluding amortisation charge) BioRinse EBIT more
than doubling to $1.06m.

For 2023, we are not changing our forecast overall sales growth rate of 18% for the
BioRinse division. However, even at this level of growth, this division should see
further leverage to the EBIT margin. Overall, we are forecasting an underlying EBIT
of $3.0m for BioRinse.
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Benefits from reorganisation and

capacity expansion showed in 2H'22

and continued into 1H'23

Attractive offering enticing more

distributors

Improving underlying gross margin has
moved dCELL into profitability in 1H'23

dCELL

Benefits from the commercial reorganisation of the dCELL division really began to
show through in 2H'22, with sales rising by an exceptional 35%. This generated an
overall growth rate of 25% for the full-year. Growth has continued into 1H'23, with
sales rising 29% to $3.1m, which was $0.2m ahead of expectations. In addition,
there was a 6.0pp gain in the gross margin to 50.5% and careful control of marketing
and administration costs delivered a first profit for the dCELL division.

Performance of dCELL division, 2022-2023E

gﬁ:\’)"rt'"g period 1H22 2H22 2022 1H'23  2H'23E  2023E
Sales 2.41 2.89 530 311 3.68 6.80
Gross profit 1.07 1.22 *2.08 157 2.04 3.61
Gross margin 44 4% 42.2% 43.0% 50.5% 55.3% 53.1%
SGSA -1.32 -1.95 -3.27 1.46 221 -3.47
EBIT -0.24 -0.30 -0.55 0.12 0.03 0.14
EBIT margin 101%  -105%  -10.4% 3.7% 0.7% 21%

*Excludes one-off cost of terminating a supplier contract
Source: Hardman & Co Life Sciences Research

Following on from a successful 2H'22, TRX has signed up and trained a further 25
distribution partners in the US during 1H'23, leaving it well-placed to hit the full-
year target of 32. The flat organisational structure that was introduced in 2022
means that the sales team works more closely with its customers.

Reinvigoration of the underlying sales growth has been complemented by the first
contribution from OrthoPure XT through orders to some of its distribution partners
- out-licensed in the UK, Italy, Germany, China, Hong Kong and Australia.

Being dependent on elective surgeries, the dCELL division was severely impacted
by the COVID-19 lockdown. However, as normality has been restored in elective
surgeries, manufacturing capacity greatly increased, alongside the launch of some
new products, so the sales have recovered, as can be seen in the following chart.
1H23 represents the third consecutive six-month period of strong growth, which is
expected to continue.

Sales performance of dCELL, 1H'19-2H'23E
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% X
13% 3

3.0

30% 15%
5% 27% 2% 2%

2.

1.

0.0

1H19 2H'19 1H20 2H?20 1H?21 2H21 1H22 2H22 1H?23 2H23E

Sales ($m)
(@)

@)

Source: Hardman & Co Life Sciences Research

Approaching profitability
Early signs of the leverage effect of strong sales growth were evident in 2022 with

the dCELL approaching profitability. This has been consolidated in 1H'23 with the
division profitable at the EBIT level for the first time.
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Improved supply of tissue

Growth dependent on supply of donor

corneal tissue

GBM-V

Following problems associated with the supply of corneal tissue seen in 2021, there
was a recovery in 2022, which also benefited from an improvement in the yield, to
generate a record year of distributed corneal grafts by GBM-V. This had been
expected to continue. However, donor supply became an issue again in 1H'23,
limiting underlying sales growth to 2% (flat on a reported basis). However, this is
thought to be a temporary issue and a return to growth is expected in 2H'23. Having
said this, our full-year expectations have been tempered slightly to reflect the $0.2m
shortfall reported for 1H'23.

Sales performance of GBM-V, 1H'19-2H'23E
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Source: Hardman & Co Life Sciences Research

When the supply of corneal tissue reverts to normal, sales growth is expected to
return to low double-digits, with a corresponding modest increase in profitability.

Performance of GBM-V, 2019-2024E

Year-end Dec ($m) 2019 2020 2021 2022 2023E 2024E
Sales 2.65 2.66 2.79 3.18 3.30 3.80
COGS -1.79 -1.59 -1.89 -1.96 -2.20 -2.45
Gross margin 32.4% 40.4% 32.4% 37.5% 34.0% 35.0%
SG&A -1.27 -1.42 -1.06 -0.76 -0.75 -0.80
EBIT -0.41 -0.34 -0.15 0.41 0.35 0.55

Source: Hardman & Co Life Sciences Research
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Greater financial flexibility

1-for-100 share consolidation

Other matters

Revolving credit facility

At the end of 2022, TRX had borrowings of $6.26m through its debt facility with
MidCap, and lease liabilities of $3.35m for its manufacturing facilities and office
space in San Antonio. To provide the company with additional flexibility, in January
2023, TRX increased its revolving debt facility from $5.0m to $10.0m. At the time,
management stressed that there was no intention of using this facility, based on the
period-end cash position and its business plan. Additionally, the term of this loan
facility has been extended from 2024 to 2028. By the end of June, the level of debt
was lower than our forecast.

Analysis of net cash/(debt)

The gross cash position at the end of the period was less than expected. However,
so were the gross debts. The following table highlights the differences in cash and
debt compared with forecasts at 30 June 2023. In addition, the gross cash was
affected by a modest investment ($0.22m) in R&D, which was capitalised, and an
exit fee ($0.25m) for repaying a loan early, neither of which were known about or
forecast. Despite this, the cash position is comfortable, which, together with the
increased revolving credit facility mentioned above, provide the group with
sufficient working capital through to internal sustainability.

Analysis of net cash/(debt)

$m @31 Dec'22 @30 Jun’23 @30 Jun’23 Delta

actual actual forecast A
Gross cash 5.95 4.06 6.07 -2.01
Short-term debt -1.00 -0.25 -1.20 +0.95
Long-term debt -5.26 -5.96 -6.50 +0.54
Short-term leases -0.13 -0.14 -0.13 -0.01
Long-term leases -3.22 -3.15 -3.22 +0.07
Net cash/(debt) -3.66 -5.43 -5.00 -0.46
Gross debt -9.50 -11.05 -1.55
Capitalised R&D - -0.22 0.00 -0.22
Loan termination exit fee - -0.25 0.00 -0.25
Reconciliation to cash - - - -2.01

Note: numbers may not add up exactly due to rounding
Source: Hardman & Co Life Sciences Research

The exit fee paid to MidCap also affected the interest payable line in the income
statement in 1H'23, which has been carried through to the full year.

Share consolidation

As a reminder, in April, TRX completed a share consolidation, whereby each 100
shares of 0.001p nominal value were replaced by 1 share of 0.1p. The board felt
that this move would be more conducive to an orderly market in the shares and
make them more attractive to investors. Following the consolidation, there were
70,357,949 Ordinary shares in issue (recently increased modestly through the
exercise of share options).

18 September 2023
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Financial summary

Income statement

>

Sales: Well-above market average sales growth of 19% in 1H'23, and a strong
start to 2H'23, augurs well for fiscal 2023. Future growth is dependent on tissue
supply, the activities of customers and healthcare providers, and the expansion
of both product range and geographically into selected markets.

COGS: Gross margins are on an upward trend as sales volumes increase and
further manufacturing efficiencies evolve from Phase 1 of the capacity
investment. The 49.1% margin in 1H'23 is back above pre-pandemic levels.
Further margin improvement is expected as volumes expand further.

SG&A: Although TRX continues to invest in marketing and commercial
partnerships, the general administration costs are rising at a slower rate than
sales - although we are mindful of global inflation and pressure on wage costs.

Profitability: Having broken through the EBITDA-positive milestone for the
past 12 months, the next goal is to become EBIT- and PBT-positive. This is
expected, currently, to occur in 2024, but only a modest 1% increase in sales
(+$0.25m) is required to hit the EBIT breakeven milestone in 2023.

Income statement

Year-end Dec (Em) 2019 2020 2021 2022 2023E  2024E
USD:EUR 0.893 0.877 0.846 0.952 0.952 0.952
BioRinse 8.59 9.56 12.71 16.05 19.00 22.35
dCELL 541 4.25 4.25 5.30 6.80 8.49
GBM-V 2.65 2.66 2.79 3.13 3.31 3.71
Sales 16.66 16.47 19.75 24.48 29.11 34.55
COGS -8.96 -8.90 -11.27 -13.22 -1451 -16.67
Gross profit 7.69 7.57 8.48 11.26 14.61 17.88
Gross margin 46.2%  46.0%  42.9%  46.0% 502% 51.7%
SG&A -17.05  -1296 -1246 -183.02 -1458 -16.04
Share-based costs 0.15 0.04 -0.11 -0.25 -0.25 -0.45
Other income 0.00 1.10 0.00 0.00 0.00 0.00
Underlying EBITDA -8.17 -3.20 -3.00 -0.88 0.73 2.38
Depreciation -0.48 -0.32 -0.37 -0.52 -0.51 -0.53
Amortisation -0.57 -0.73 -0.73 -0.62 -0.45 -0.47
Underlying EBIT -9.22 -4.26 -4.10 -2.01 -0.23 1.38
Exceptional items -0.02 -8.32 -0.36 0.00 0.00 0.00
Statutory EBIT -9.24  -12.58 -4.45 -2.01 -0.23 1.38
Net interest -0.46 -0.57 -0.69 -0.82 -1.17 -0.89
Underlying pre-tax profit -9.68 -4.82 -4.79 -2.83 -1.39 0.50
Extraordinary items 0.00 0.00 0.00 0.00 0.00 0.00
Statutory pre-tax profit -9.70  -13.15 -5.14 -2.83 -1.39 0.50
Tax payable/credit 0.55 0.68 0.16 0.23 0.13 -0.02
Underlying net income -9.12 -4.14 -4.63 -2.60 -1.27 047
Statutory net income -9.14 1246 -4.99 -2.60 -1.27 0.47
Ordinary 0.1p shares:

Period-end (m) 11.7 70.3 70.3 70.3 70.6 70.7
Weighted average (m) 11.7 445 70.3 70.3 70.5 70.6
Fully-diluted (m) 12.0 45.1 71.6 71.6 71.7 71.9
Underlying basic EPS (¢) -77.84 -9.31 -6.58 -3.69 -1.80 0.67
Statutory basic EPS (¢) -78.02  -28.03 -7.09 -3.69 -1.80 0.67
Underlying fully-dil. EPS (¢) -75.73 -9.17 -6.47 -3.63 -1.77 0.66
Statutory fully-dil. EPS (¢) -7591  -27.61 -6.97 -3.63 -1.77 0.66
DPS (¢) 0.0 0.0 0.0 0.0 0.0 0.0

Source: Hardman & Co Life Sciences Research
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Balance sheet

>

Inventories: At 30 June, inventories had increased 2% compared with the
position at 31 December 2022. This was ahead of expectations, but reflects
both the growth of the company and a build-up in OrthoPure XT to supply
orders from distribution partners. Despite this, there is a downward trend in the
number of inventory days.

Working capital: Overall, there is a reasonable balance between increased
inventories and trade receivables versus the increase in payables, as expected
for a growth company. The increased revolving credit facility adds further
flexibility to TRX's working capital needs.

Net cash/(debt): At 30 June 2023, TRX had net debt of $5.43m, comprised of
gross cash of $4.06m, offset by long-term loans and leases and the expanded
revolving credit facilities of $9.50m. Repayments of the term loan are due to
commence in January 2024.

Capital requirement: Given that TRX is approaching cashflow breakeven based
on current forecasts, the gross cash position and the revolving credit facility are
expected to be sufficient to satisfy the company’s future needs to fulfil its
business plan. The aim is to generate sufficient cash over the next two years to
enable Phase 2 of the capacity expansion programme to start in 2024, which
will require capital expenditure of about $3.5-$4.0m spread over two years.

Balance sheet

@31 Dec (Em) 2019 2020 2021 2022 2023E  2024E
Shareholders' funds 32.49 38.27 33.39 30.40 29.18 29.66
Cumulated goodwill 0.00 0.00 0.00 0.00 0.00 0.00
Total equity 32.49 38.27 33.39 30.40 29.18 29.66
Share capital 7.74 15.95 15.95 15.95 15.95 15.95
Reserves 24.75 22.32 17.45 14.45 13.23 13.71
Provisions/liabilities 0.00 0.00 0.00 0.00 0.00 0.00
Deferred tax 0.89 0.76 0.64 0.52 0.42 0.32
Long-term leases 0.00 3.08 3.36 3.22 3.01 2.76
Short-term leases 0.00 0.35 0.12 0.13 0.13 0.13
Long-term debt 2.79 3.79 4.47 5.26 5.96 5.46
Short-term loans 0.23 0.00 0.00 1.00 0.25 0.00
less: Cash 3.14 12.97 7.71 5.95 3.87 1.98
less: Deposits 0.00 0.00 0.00 0.00 0.00 0.00
less: Non-core invests. 0.00 0.00 0.00 0.00 0.00 0.00
Invested capital 33.03 33.28 34.27 34.58 35.08 36.34
Fixed assets 3.11 4.42 571 5.74 5.98 7.85
Intangible assets 23.78 15.30 15.06 15.06 15.06 15.06
Right-of-use assets 0.00 3.34 3.39 3.20 2.99 2.74
Goodwill 0.00 0.00 0.00 0.00 0.00 0.00
Inventories 5.53 9.60 9.72 10.88 11.65 11.89

Trade debtors 2.27 242 2.95 3.65 3.91 4.18

Other debtors 1.08 1.17 1.16 1.15 1.20 1.20

Tax liability/credit 1.37 1.12 0.53 0.40 0.23 -0.02

Trade creditors -2.18 -1.32 -2.57 -2.57 -2.96 -3.40

Other creditors -1.94 -2.76 -1.67 -2.94 -2.98 -3.15
Debtors less creditors 0.61 0.63 0.39 -0.31 -0.60 -1.20
Invested capital 33.03 33.28 34.27 34.58 35.08 36.34
Net cash/(debt) 0.12 5.75 -0.24 -3.66 -5.48 -6.37
Inventory days 121 168 179 154 141 124
Debtor days 50 54 50 49 47 43
Creditor days 89 54 63 71 71 70

Source: Hardman & Co Life Sciences Research
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Cashflow

» Operational cashflow: Although EBITDA-positive, TRX will still be cash
negative (<$1.0m) at the operational level, including financing costs. On current
forecasts, operational cashflow turns positive in 2024 and beyond.

» Capex: With modern manufacturing and administration facilities, only modest
maintenance capex is required. $3.5-$4.0m will be invested in capex over a
two-year period when Phase 2 begins during the course of 2024, for
completion in 2025.

» Capitalised R&D: The company continues to make modest investment into
R&D for new product variants, but, as the core products are already approved
and commercialised, this cost is being capitalised.

Cashflow
Year-end Dec (Em) 2019 2020 2021 2022 2023E  2024E
Underlying EBIT -9.22 -4.26 -4.10 -2.01 -0.23 1.38
Depreciation 0.48 0.32 0.37 0.52 0.51 0.53
Amortisation 0.57 0.73 0.73 0.62 0.45 0.47
Share-based costs -0.15 -0.04 0.11 0.25 0.25 0.45
Inventories -1.86 -4.12 -0.12 -1.16 -0.77 -0.24
Receivables 1.08 -0.26 -0.51 -0.70 -0.26 -0.27
Payables -1.57 0.22 0.16 1.25 0.39 0.44
Change in working capital -2.35 -4.15 -0.47 -0.62 -0.64 -0.06
Exceptionals/provisions 1.31 -0.45 -0.36 0.00 0.00 0.00
Disposals 0.00 0.00 0.00 0.00 0.00 0.00
Other -0.12 -0.16 0.00 -0.19 0.00 0.00
Company op. cashflow -9.47 -8.01 -3.72 -1.44 0.34 2.77
Net interest -0.37 -0.32 -0.39 -0.44 -0.92 -0.63
Lease payments 0.00 -0.24 -0.40 -0.36 -0.49 -0.51
Tax paid/received 0.65 0.88 0.62 0.19 0.40 0.13
Operational cashflow -9.18 -7.68 -3.89 -2.05 -0.67 1.76
Capital expenditure -0.44 -1.57 -1.55 -0.38 -0.75 -2.40
Capitalised R&D -0.21 -0.29 -0.50 -0.71 -0.50 0.00
Sale of fixed assets 0.00 0.00 0.00 0.00 0.00 0.00
Free cashflow -9.84 -9.55 -5.94 -3.14 -1.92 -0.64
Dividends 0.00 0.00 0.00 0.00 0.00 0.00
Acquisitions 0.00 0.00 0.00 0.00 0.00 0.00
Disposals 0.00 0.00 0.00 0.00 0.00 0.00
Other investments 0.00 0.00 0.00 0.00 0.00 0.00
Cashflow after invests. -9.84 -9.55 -5.94 -3.14 -1.92 -0.64
Share repurchases 0.00 0.00 0.00 0.00 0.00 0.00
Equity issues 0.00 18.67 0.00 0.01 0.05 0.00
Funding costs 0.00 -1.15 0.00 0.00 0.00 0.00
Currency effect -0.02 0.08 -0.05 -0.29 0.00 0.00
Cash/(debt) acquired 0.00 -2.43 0.00 0.00 0.00 -0.50
Change in net debt -9.86 5.63 -5.99 -3.42 -1.87 -1.14
Opening net cash/(debt) 9.98 0.12 5.75 -0.24 -3.66 -5.48
Closing net cash/(debt) 0.12 5.75 -0.24 -3.66 -5.53 -6.62
OCFPS (¢) -0.78  -78.37  -17.27 -5.53 -0.94 2.49

Source: Hardman & Co Life Sciences Research
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TRX plays valuable niche role for its

commercial partners

The equivalent of 170p per share has
been invested to get the company to

where it is today

Strong, positive momentum has left

TRX on the cusp of profitability

Significant mis-match between

valuation and market capitalisation

Valuation

As a rule-of-thumb, I do not use the word “unique” very often, largely because there
is always another company somewhere in the world using similar technology and/or
“know-how” to generate similar and competitive products. However, TRX does
appear to be the exception and it has developed an incredibly interesting niche for
itself based on supply and processing of tissue and the differentiated products that
it creates. Consequently, it is a difficult company to value. Although it has been a
long ride, TRX has achieved a number of significant accomplishments, while
converting its technologies into commercially useful medical products and devices.

To get the company to where it is today, TRX has invested ca.$120m, plus $30m
for the acquisition of CellRight in 2017. However, these simple numbers ignore the
significant hurdles that have been overcome, notably the supply, storage and
processing of human tissue, and the inherent manufacturing “know-how”. Although
its large commercial partners could undertake this work, they prefer to leave the
complex supply, manufacturing and regulatory issues to a niche player like TRX. This
places TRX in a strong position with its partners.

Based on the following facts, TRX, with a market capitalisation of £38.8m/$48.7m,
is currently being undervalued by the market:

> To get TRX to where it is today, $150m/£120m - equivalent to 170p per share
- has been invested into the company.

» R&D investment to obtain marketing authorisations for a number of products,
excluding all the investment made by CellRight, has been ca.$30m/£25m.

> SG&A to establish its products in the market (mostly in the US), and to sign up
the network of GPOs and distribution partners, have been $135m/£108m.

» The administrative achievement in obtaining the relevant accreditations and
licences for the harvesting and processing of human tissue is considerable.

At this point in time, TRX is on the cusp of the major milestone of becoming EBIT-
positive, and is expected to be PBT-positive in 2024. Only a small increase in sales
against forecasts is needed for this to happen in fiscal 2023.

Sales and underlying EBITDA, 2020-24E
40.0 —

P

30.0 e

CAGR20.3%

—

20.0 _—
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Source: Hardman & Co Life Sciences Research

Close relationships with a number of the major global medtech players, who need
significant annual product sales in order to justify the relationships, are expected to
drive future sales growth. A unique, fast-growth, company such as TRX should
command a prospective EV/sales multiple of 4.0x 2024E sales, suggesting an
enterprise value of $138m/£110m.
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Company matters

Registration

Incorporated in the UK, with company registration number 05969271.
UK operations: US operations:

Unit 3 1808 Universal City Boulevard
Phoenix Court Universal City

Lotherton Way San Antonio

Garforth Texas

Leeds 78148

LS25 2GYT

+44 (0)330 430 3052

www.tissueregenix.com

Board of Directors

Board of Directors

Position Name Remuneration Audit
Chairman Jonathan Glenn M
Chief Executive Officer Daniel Lee

Chief Financial Officer David Cocke

Non-executive director Shervanthi Homer-Vanniasinkam M
Non-executive director Brian Phillips M C
Non-executive director Trevor Phillips C M

M = member, C = chair
Source: Company reports

Share capital

On 6 September 2023, the company had 70,574,468 Ordinary shares of O.1p in
issue. There are also 1.72m options and 0.031m warrants outstanding.

Shareholders

R.Sneller (Inthallo) . RGriffiths
13.0% — 9.7%
Harwood Lombard Odier
Capital — 8.3%
15.2%
IP Group
Directors e 9.3%
1.1%
Others
43.5%

Source: Company announcements, Hardman & Co Life Sciences Research
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Disclaimer

Hardman & Co provides professional independent research services and all information used in the publication of this report has been compiled from publicly
available sources that are believed to be reliable. However, no guarantee, warranty or representation, express or implied, can be given by Hardman & Co as to the
accuracy, adequacy or completeness of the information contained in this research and they are not responsible for any errors or omissions or results obtained
from use of such information. Neither Hardman & Co, nor any dffiliates, officers, directors or employees accept any liability or responsibility in respect of the
information which is subject to change without notice and may only be correct at the stated date of their issue, except in the case of gross negligence, fraud or
wilful misconduct. In no event will Hardman & Co, its affiliates or any such parties be liable to you for any direct, special, indirect, consequential, incidental damages
or any other damages of any kind even if Hardman & Co has been advised of the possibility thereof.

This research has been prepared purely for information purposes, and nothing in this report should be construed as an offer, or the solicitation of an offer, to buy
or sell any security, product, service or investment. The research reflects the objective views of the analyst(s) named on the front page and does not constitute
investment advice. However, the companies or legal entities covered in this research may pay us a fixed fee in order for this research to be made available. A full
list of companies or legal entities that have paid us for coverage within the past 12 months can be viewed at http://www.hardmanandco.com/legals/research-
disclosures. Hardman may provide other investment banking services to the companies or legal entities mentioned in this report.

Hardman & Co has a personal dealing policy which restricts staff and consultants’ dealing in shares, bonds or other related instruments of companies or legal entities
which pay Hardman & Co for any services, including research. No Hardman & Co staff, consultants or officers are employed or engaged by the companies or legal
entities covered by this document in any capacity other than through Hardman & Co.

Hardman & Co does not buy or sell shares, either for their own account or for other parties and neither do they undertake investment business. We may provide
investment banking services to corporate clients. Hardman & Co does not make recommendations. Accordingly, they do not publish records of their past
recommendations. Where a Fair Value price is given in a research note, such as a DCF or peer comparison, 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 and legal entities but has no
scheduled commitment and may cease to follow these securities, companies and legal entities without notice.

The information provided in this document is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or
use would be contrary to law or regulation or which would subject Hardman & Co or its dffiliates to any registration requirement within such jurisdiction or country.

Some or all alternative investments may not be suitable for certain investors. Investments in small and mid-cap corporations and foreign entities are speculative
and involve a high degree of risk. An investor could lose all or a substantial amount of his or her investment. Investments may be leveraged and performance may
be volatile; they may have high fees and expenses that reduce returns. Securities or legal entities mentioned in this document may not be suitable or appropriate
for all investors. Where this document refers to a particular tax treatment, the tax treatment will depend on each investor’s particular circumstances and may be
subject to future change. Each investor’s particular needs, investment objectives and financial situation were not taken into account in the preparation of this
document and the material contained herein. Each investor must make his or her own independent decisions and obtain their own independent advice regarding
any information, projects, securities, tax treatment or financial instruments mentioned herein. The fact that Hardman & Co has made available through this
document various information constitutes neither a recommendation to enter into a particular transaction nor a representation that any financial instrument is
suitable or appropriate for you. Each investor should consider whether an investment strategy of the purchase or sale of any product or security is appropriate for
them in the light of their investment needs, objectives and financial circumstances.

This document constitutes a ‘financial promotion’ for the purposes of section 21 Financial Services and Markets Act 2000 (United Kingdom) (‘FSMA’) and
accordingly has been approved by Capital Markets Strategy Ltd which is authorised and regulated by the Financial Conduct Authority (FCA).

No part of this document may be reproduced, stored in a retrieval system or transmitted in any form or by any means, mechanical, photocopying, recording or
otherwise, without prior permission from Hardman & Co. By accepting this document, the recipient agrees to be bound by the limitations set out in this notice.
This notice shall be governed and construed in accordance with English law. Hardman Research Ltd, trading as Hardman & Co, is an appointed representative of
Capital Markets Strategy Ltd and is authorised and regulated by the FCA under registration number 600843. Hardman Research Ltd is registered at Companies
House with number 8256259.

(Disclaimer Version 8 - Effective from August 2018)

Status of Hardman & Co’s research under MiFID I

Some professional investors, who are subject to the new MiFID Il rules from 3rd January2018, may be unclear about the status of Hardman & Co research and,
specifically, whether it can be accepted without a commercial arrangement. Hardman & Co’s research is paid for by the companies, legal entities and issuers 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 II.

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 a 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 Hardman & Co is 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-regulation-

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 & Co is not inducing the
reader of our research to trade through us, since we do not deal in any security or legal entity.
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