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Date: 16 July 2015

AUD million (ending 30/6) 2014A 2015E  2016E

Net (Loss)/Profit (10.514)  (8.500) (4.000)

R&D costs 2.021 2.500 3.500

Cash and marketable sec. 6.844 9.000 8.000
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Executive Summary

* Simavita Limited (ASX: SVA; TSX-V: SV) is an Australian based medical device company
in digital healthcare that has developed an innovative and unique solution for the
management of urinary incontinence, with a focus on the elderly. Simavita’s
proprietary Smart Incontinence Management (SIM) platform provides a clear answer
to the rising costs associated with urinary incontinence in elderly care, which is by far
the largest cost factor for nursing homes in every country. The company is the first to
introduce wearable technology into the incontinence market that also showed clear
benefits for patients with a much-improved quality of care. In addition to its existing
SIM product, Simavita’s platform technology also provides other potential applications

in falls management, hydration monitoring, Every day Sensor, and toddler training.

* In the past 12 months, the company has made important steps to increase revenues
from the SIM platform substantially in the next few years by executing strategic
distribution agreements in Australia, North America and Europe. Via these
partnerships, Simavita is able to introduce and sell SIM to a growing number of aged
care facilities. In addition to its distribution agreements in the US, at the beginning of
this year the company signed its first distribution agreement in Europe with Abena A/S

to distribute the SIM system in Denmark.

With its proprietary SIM platform in aged care, the company is a frontrunner in the
growing global digital health sector. Digital healthcare is an upcoming discipline that
involves the use of information and communication technologies to help address the
health problems and challenges faced by patients. The global digital health market was
valued at USD 60.8 billion in 2013 and is expected to increase to USD 233.3 billion by

2020. Simavita has an excellent position to become an important player in this sector.
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. There are a number f kéy;gmilce-;,tones to focus on in the next 6-12 months which
include: announcement of new strategic agreements with one or more large aged
facility care chains in the US, an agreement with a major European distributor and the
further roll out of Simavita’s technology in potentially six more European countries.
We also expect the completion of major clinical research programs before the end of

this year.

*  With the IPO of February 2014 and a follow on raising, the company successfully raised
AUD 20.3 million. Additionally, the company managed to raise a further AUD 8.3
million in a private placement in April this year. The current cash level should be
sufficient to continue the development of its technology platform to target additional
markets. Next to that we expect a considerable increase in revenues in the next 1-2
years that will propel the company towards profitability, especially if Simavita is able to

sign up one of the large aged care groups in the US.

* Based on NPV based valuation, we believe that Simavita is clearly undervalued at the
current share price of AUD 0.575. Using our valuation model, the Company’s current
total value is AUD 150-180 million, or AUD 1.60-2.00 per share. This is based on the
current value of SIM in aged care and the further roll out of its current products in both
North America and Europe. This valuation represents a substantial upside from the

current share price.
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Company Profile & Technology Platform

Simavita Limited (ASX: SVA) is an Australia based medical device company in digital healthcare
that has developed an innovative and unique solution for the management of urinary
incontinence, with a focus on the elderly. Incontinence is one of the largest costs associated with

aged care.

Simavita’s main product is the Smart Incontinence Management (SIM) platform technology. SIM
is a software-enabled technology that collects and interprets information needed to create a
care plan for an elderly person. SIM is currently being sold in Australia (approved by TGA),
Europe (CE-Mark) and the US (approved by FDA). In the US, Simavita has an exclusive distribution
partnership with MedLine, the largest distributor to the aged care sector in the US. Via MedLine,
Simavita has already signed SIM contracts, e.g. with Lorien Health Systems. Importantly, the
company recently executed an agreement with the leading US Electronic Health Record (EHR)
provider MatrixCare. MatrixCare’s EHR solution is currently deployed in more than 7,000 aged
care facilities in the US. Simavita is currently working to develop an integrated solution to effect
interoperability with MatrixCare’s EHR solution. In Australia, the company has signed several
distribution agreements with companies like Hartmann and Bunzl to sell and market SIM
throughout Australia. In Europe, a first step was set with the distribution agreement with Abena

to distribute the SIM system in Denmark.

Currently, around 15 million manual assessments are performed globally, which are often
inaccurate and highly labor intensive for the staff and disruptive to residents of nursing homes.
Conducting incontinence assessments is an accepted practice in practically all countries in North
America, Europe and Australia and is an important element of the care of each individual

resident/patient.
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Manual, paper based practice SIM continence management practise
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Subjective, inaccurate and labor intensive Digitized, accurate and cost effective

Key benefits of Simavita’s SIM consists of a clear cost reduction in both labor and products and
considerable improvements in the working environment. Important is that the SIM system is
considered to be more objective and accurate than manual record keeping. In Australia, aged
care facilities need to submit data to the Aged Care Funding Instrument (ACFIl) in order to receive
reimbursement. In the US, the Centers for Medicare and Medicaid Services require nursing
homes to meet guidelines that identify and assess each resident with urinary incontinence (Ul)
and provide appropriate treatment. Failure to comply with these guidelines are used as a basis

for claims.

Simavita’s business model is based on a razor and blades model. The razors are the SIM pods and
the blades are the software subscriptions and smart diapers (assessments), the sale of which
provides revenue to the company. Additional potential revenues can be generated with the
development of new apps offering additional functionality. Besides, Simavita is building up a
large proprietary incontinence patient databank that can be of great importance for large

companies like Philips Healthcare or General Electric.
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The assessment process via Simavita’s SIM is illustrated below.
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SIM comprises an electronic sensor, which is inserted into a specially designed disposable
continence aid (diaper) which is worn by the resident, and a computer software package which
manages the information collected and signals alerts (see diagram above). The telemonitoring
system provides the care staff with an alert when an older person wearing the device passes
urine and transmits and electronically records urinary output. This data is then used to develop

an individualised UC care plan.

The company estimates that its proprietary SIM platform reduces the labor costs of conducting
assessment by more than 25% with a comparable saving in pad costs and cleaning. In the longer

term, these costs can be reduced even more with a strong improvement in effective toileting.
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Digital healthcareis an upcoming discipline that involves the use of information and
communication technologies to help address the health problems and challenges faced by
patients. These technologies include both hardware and software solutions and services.
Generally, digital healthcare is concerned about the development of interconnected health
systems so as to improve the use of computational technologies, smart devices, computational
analysis techniques and communication media to aid healthcare professionals and patients

manage illnesses and health risks, as well as promote health and wellbeing.

DIGITAL HEALTH
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The global digital health market was valued at USD 60.8 billion in 2013 and is expected to
increase to USD 233.3 billion by 2020. During this time, the mobile health segment of the

industry is expected to generate the second largest revenue share, reaching USD 55.9 billion in
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2020. Wearable technology (sensor based devices worn by consumers) is increasing in
importance providing convenient mobile monitoring for health and fitness purposes. The

increase in the use of digital healthcare is illustrated in the diagram below.

Global Digital Healthcare Market
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The Global Incontinence Market

Urinary incontinence (Ul), the involuntary loss of urine so severe as to have social and/or
hygienic consequences for individuals and/or their caregivers, is a major clinical problem and a
significant cause of disability and dependency. Urinary incontinence affects all age groups and is
particularly common in the elderly. Over the past decade, a considerable amount of research has
increased our understanding of the pathophysiology and optimal treatment for this common
geriatric condition. However, there is a persistent myth that Ul is a normal consequence of aging.
While normal aging is not a cause of Ul, age-related changes in lower urinary tract function
predispose the older person to Ul in the face of additional anatomic or physiologic insults to the

lower urinary tract or by systemic disturbances such as chronic illnesses common in the elderly.
SIMAVITA LIMITED | 9



Frail nursing home residents often have Ul that can be significantly improved or cured. Persons
with Ul should be alerted to the importance of reporting their symptoms to a health care

professional and of asserting their right to proper assessment and treatment.

The costs of incontinence have been estimated to be more than USD 10 billion annually in the
United States. In nursing homes alone, the costs of labor, laundry, and supplies necessary to

manage incontinence and its complications are more than USD 3 billion.

A high percentage of residents in residential aged care facilities (or long term care facilities as
they are called in the US) suffer from some degree of incontinence. In Australia there are 2,800
accredited residential aged care facilities housing 180,000 beds. In the US there are 16,100

skilled nursing facilities and a further 43,000 residential care facilities housing 2,700,000 beds.
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In addition to residential aged care facilities there is a large and growing number of elderly
people being cared for at home. In Australia there are 255,000 elderly people receiving home
care services. In the US, there are 2,810,000. Incontinence management is an important issue for
these people under care in the community as it is often a trigger point for the loss of

independence, and as such a prominent reason to move into an institutionalized care setting.

Globally, the number of people aged 60 or over is expected to more than triple by 2100,
increasing from 841 million in 2013 to 2 billion in 2050 and close to 3 billion in 2100. In ageing
populations, it is the older persons segments that grow faster with the higher age ranges
becoming the largest. As the number of people aged 60 or over is expected to more than triple
by 2100, that of people aged 80 or over is projected to increase almost seven-fold by 2100,
increasing from 120 million in 2013 to 392 million in 2050, and 830 million in 2100. However,
despite affecting a growing number of the older population, urinary incontinence should not

simply be accepted as an inevitable part of ageing.

An ageing population will have a strong upward impact on public spending for long-term care.
This is because frailty and disability rise sharply at older ages, especially amongst the very old
(aged 80+), which will be the fastest growing segment of the population in the decades to come.
For instance, in the EU public spending on long-term care is projected to double, increasing from

1.8% of GDP in 2010 to 3.4% of GDP in 2060 in the EU as a whole.
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Analyst: Marcel Wijma MSc

Marcel Wijma, Chief Research Olfficer and managing partner, has a longstanding history in financial biotech research.
After selling Van Leeuwenhoeck Research (VLR) to SNS Securities in 2000, he established an award winning analyst
team in biotech/life sciences at SNS Securities. In 2009, Marcel was awarded by Financial Times/Starmine as being one
of the Top-3 biotech analysts in Europe. Later that year, Marcel purchased VLR from SNS Securities after which the
company was reconstituted. At VLR, he leads the professional VLR research organisation, which is augmented by
selected external financial researchers with a specialisation in Life Sciences. Mr. Wijma has a Masters degree in

Financial Economics from Erasmus University in Rotterdam.

Disclaimer

The facts stated and the opinion and prognoses given in this publication are based on data and information considered
to be reliable and have been carefully worked into our analyses and prognoses. However, no guarantee can be given as
to their fairness, accuracy or completeness. Van Leeuwenhoeck Institute. does not accept responsibility or liability in
any way in respect to the information stated herein. Van Leeuwenhoeck Institute does not hold or have positions in
securities as referred to in this publication. The views expressed in this publication accurately reflect the analyst’s
personal views on the subject securities or issuer. Neither the analyst’s compensation nor the compensation received by
Van Leeuwenhoeck Institute is in any way related to the specific recommendations or views contained in this

publication.

Any investments referred to herein may involve significant risk, are not necessarily available in all jurisdictions, may be
illiquid and may not be suitable for all investors. The value of, or income from, any investments referred to herein may
Sfluctuate and/or be affected by changes in exchange rates. Past performances are not indicative for future results.
Investors should make their own investment decisions without relying on this publication. Only investors with sufficient
knowledge and experience in financial matters to evaluate the merits and risks should consider an investment in any

issuer or market discussed herein and other persons should not take any action on the basis of this publication.

Information, opinions or recommendations contained in this publication are submitted solely for advisory and
information purposes. The information used and statements of fact made, have been obtained from sources considered
reliable, but we neither guarantee nor represent the completeness or accuracy. Such information and the opinions
expressed are subject to change without notice. This publication is not intended as an offering or a solicitation of an

offer to buy or sell the securities mentioned or discussed.

Van Leeuwenhoeck Institute does not accept any equity compensation. Reports are performed on behalf of the public,
and are not a service to any company. The analysts are responsible only to the public, and are paid in advance to
eliminate pecuniary interests and insure independence.

Periodic Research reports and research notes on this Company are available at our web site: www.leeuwenhoeck.com

© Copyright 2015 by Van Leeuwenhoeck Institute Inc.

12 | SIMAVITA LIMITED



