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Selvita

Profile and fund-raising

A proposed capital increase in Q414 (2.65m shares) and a PLN9.44m (€2.3m)
research grant provide Selvita with financial flexibility as it seeks to advance
its NME pipeline, internally and/or with partners. The funds will enable Selvita
to bring one candidate from its SEL24 (PIM/FLT3 inhibitor) and SEL120 (CDK8
inhibitor) oncology programmes to the clinic (in 2015/16), while providing a
solid base to advance partnering discussions. The transfer of Selvita shares
from NewConnect to the main Warsaw Stock Exchange in Q414, and the
equity offering, should broaden/strengthen the shareholding.

Long-term value add

The development of Selvita’s key NME programmes, internally and/or with partners,
is a major strategic goal for the company. This offers significant long-term valuation
potential and is complementary to its research services division. The SEL24
(PIM/FLT3 inhibitor) and SEL120 (CDK8 inhibitor) oncology programmes are the
most advanced, with recent preclinical on SEL24 particularly encouraging.

Capital efficiency

The proposed equity offering will see up to 2.65m new shares issued (~25% of the
current 10.5m shares/~20% of the increased capital). The planned listing transfer in
Q414 to the main WSE market will help facilitate this raise. At today’s share price,
this would raise gross proceeds of ~PLN30m (€7m) and would be Selvita’s first
capital increase since IPO in 2011 (2.7m shares at PLN5.5 = PLN14.85m). Three
years on, the share price has doubled and cash is PLN7.7m, highlighting the value
add and the low cash burn model; Q114 revenues PLN7.7m (+95%), FY14 order
book PLN29.6m (contract services and grants) and FY14 net profit projected.

Grant money secured

Selvita was awarded a PLN9.44m (€2.3m) research contract from Poland’s National
Centre for Research and Development, covering ~50% of the estimated PLN20.91m
(€5m) required to complete preclinical studies with SEL24/SEL120 and conduct a
Phase | study for one candidate. The preclinical phase is estimated at PLN10.55m
(65% or PLN6.86m grant funded) and the Phase | at PLN10.36m (25%/PLN2.59m).

Valuation: €27m EV based for growth

The capital raise would therefore provide the PLN11.5m that Selvita would need to
contribute to the development programme for SEL24 and SEL120. Pharma partners
may also be secured for one or both these candidates. Listing on the main market of
the Warsaw Stock Exchange signals Selvita’s maturity and growth prospects.

Historic financials

Year end Revenue (PLNm) PBT(PLNm) EPS(PLN) DPS(PLN) PIE(x) Yield (%)
12111 127 (4.61) (0.44) 0.0 N/A N/A
12112 15.9 (6.43) (0.61) 0.0 N/A N/A
12113 219 (2.36) (0.23) 0.0 N/A N/A

Source: Company accounts, Bloomberg
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Business description

Selvita is an emerging drug discovery services
provider based in Poland. It employs 190 staff (62
PhDs) and operates two main business units:
Innovative Programs (internal NME pipeline) and
Drug Discovery Outsourcing (medicinal
chemistry/biology, biochemistry).

Bull

SEL24 and SEL120 potentially first-in-class
oncology candidates; IND filings planned for 2015.

Non-dilutive grant funding supports innovative
pipeline research.

Strong contract services growth; targeting
profitability in 2014; generated from minimal
(c $10m) investment to date.

Bear

Early-stage pipeline limits potential deal values.

Highly competitive services market; large pharma
companies prefer established/recognised
partners.

Cost advantage (vs West EU) likely to be eroded
in coming years.
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Edison, the investment intelligence firm, is the future of investor interaction with corporates. Our team of over 100 analysts and investment professionals work with leading companies, fund managers and investment banks
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which we believe our readers may be interested and this information reflects our sincere opinions. The information that we provide or that is derived from our website is not intended to be, and should not be construed in
any manner whatsoever as, personalised advice. Also, our website and the information provided by us should not be construed by any subscriber or prospective subscriber as Edison's solicitation to effect, or attempt to
effect, any transaction in a security. The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual
investors who are "wholesale clients" for the purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, subscribe, or
underwrite any securities mentioned or in the topic of this document. This document is provided for information purposes only and should not be construed as an offer or solicitation for investment in any securities
mentioned or in the topic of this document. A marketing communication under FCA rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence of
investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research. Edison has a restrictive policy relating to personal dealing. Edison Group does not conduct any
investment business and, accordingly, does not itself hold any positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any
or related securities mentioned in this report. Edison or its affiliates may perform services or solicit business from any of the companies mentioned in this report. The value of securities mentioned in this report can fall as
well as rise and are subject to large and sudden swings. In addition it may be difficult or not possible to buy, sell or obtain accurate information about the value of securities mentioned in this report. Past performance is not
necessarily a guide to future performance. Forward-looking information or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable,
and therefore involve known and unknown risks, uncertainties and other factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations.
For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in relation to acquiring or
disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a "personalised service" and, to the extent that it contains any financial advice, is intended only as a "class
service" provided by Edison within the meaning of the FAA (ie without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making an investment decision. To
the maximum extent permitted by law, Edison, its affiliates and contractors, and their respective directors, officers and employees will not be liable for any loss or damage arising as a result of reliance being placed on any
of the information contained in this report and do not guarantee the returns on investments in the products discussed in this publication. FTSE International Limited ("FTSE") (c) FTSE [2014]. "FTSE(r)" is a trade mark of the
London Stock Exchange Group companies and is used by FTSE International Limited under license. Al rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors
accept any liability for any errors or omissions in the FTSE indices and/or FTSE ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE's express written consent.
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