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BARD1 Life Sciences (ASX: BD1) L7 May 2017

Lung Cancer Test setback delays path to clinical validation

Event

On 15 May 2017, BD1 announced the results of a 638-sample lung cancer study using its BARD1 Lung Cancer
Test. The study demonstrated that the Test had an overall ROC-AUC score for accuracy in identifying lung cancer
of 0.82 in the training sets and 0.725 in the test sets.

BD1 is working with external consultants to determine the underlying issues behind the lower than anticipated
results; the group now plans to optimise the assay and evaluate the test’s analytical performance before
proceeding with further clinical validation. As a result, BD1 advises that the planned clinical validation studies
for the BARD1 Lung Cancer Test and BARD1 Ovarian Cancer Test will be delayed.

In response to the announcement, BD1’s share price fell some 53% to close on 15 May at AS1.7c (from AS3.6¢
on 12 May 2017). BD1’s share price has since fallen a further 18% to AS1.4c (close 16 May).

State One comments: Target price reduced to A$1.9cps (A$6.5cps previously)

e The results are an undoubted setback.

o The Lung Cancer Test training set ROC-AUC score of 0.82 is disappointing relative to the BARD1 Lung
Cancer Test proof-of-concept score of 0.96, and the February 2017 Assay Feasibility Study performed by
Meso Scale Diagnostics which achieved a score of 0.93. The score was also significantly below the
March 2017 Ovarian Cancer Test training set score of 0.92.

o The marked variance between the training set score of 0.82 and the test set score of 0.725 is
problematic. Note: the test set score of 0.725 is similar to (but does not improve on) the current “gold
standard” for lung cancer detection - computed tomography (CT) scans — which typically have ROC-AUC
scores in the low 70s.

e We believe that transferring the BARD1 assay to a new instrument platform (involving numerous assay
changes), combined with testing a broader patient cohort, was too ambitious for the early development
stage of the BARD1 Test. Management is now focused on reviewing the assay design, the suitability of the
new instrument platform and validating the analytical performance of the Test (i.e., determining the assay’s
reliability and accuracy), rather than the diagnostic performance of the test (i.e., disease diagnosis).

e Management has not, as yet, provided a timeline for how long this investigation and any further assay
development will take; however, we believe that whatever the underlying assay issues are, the research-
grade BARD1 Lung Cancer Test will have to be repeated. We hope repeating the study by eliminating the
already identified negative changes will generate better results.

e As a result, we estimate that BDI’s initial target of having a clinical study on its BARD1 Lung Cancer Test
completed by mid-2018, with commercialisation in 2019, could be delayed by between 6 and 12 months.

e Based on March (actual) and June (estimate) 2017 quarter cash flows, we estimate this project slippage
could require BDI to require additional funding for working capital and R&D of at least ASIm.

VALUATION: Because of the Lung Cancer Test set-back, we now attach a 66% risk-discount to our initial indicative
valuation for BD1 of AS50m (note: valuation based on m’caps attached to overseas peers in the in vitro diagnostic
space). Our revised risk-adjusted valuation for BD1 is AS17m or A$1.9¢c per forecast fully diluted share (forecast
864m shares = 769m current fully diluted shares + 95m new shares assuming a AS1m capital raising at AS1.05cps
(25% discount to current AS1.4c share price)). Although the project slippage is disappointing, we maintain our view
that BDI still has the potential to offer speculative investors exciting commercial returns.
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Background: ROC-AUC score = Receiver Operating Characteristic — Area Under Curve score. These are statistical
measures of true positive rate against false positive rates, with the greater the AUC the better the test. In a clinical
context, an AUC of 0.90 means the probability of correctly classifying a patient as being positive or negative for
cancer is 90%.

Warnings and Disclosures

These Research products and their contents at all times remain the property of State One Stockbroking Ltd (“State One”)
and as such cannot be reprinted, distributed, copied, posted on the internet, in part or whole, without written prior
approval from State One. The contents of this document constitute General Advice and have been prepared without taking
account of your investment objectives, financial situation or needs. Because of that you should, before taking any action to
acquire or deal in, or follow a recommendation (if any) in respect of any of the financial products or information mentioned
in these documents, consult your own investment advisor to consider whether that is appropriate having regard to your
own objectives, financial situation and needs. While State One believes information contained in these documents are
based on information which is believed to be reliable, their accuracy and completeness are not guaranteed and no
warranty of accuracy or reliability is given or implied and no responsibility for any loss or damage arising in any way for
any representation, act or omission is accepted by State One or any officer, agent or employee of State One. If applicable,
you should obtain the Product Disclosure Statement relating to any relevant financial product mentioned in this document
(which contains full details of the terms and conditions of the relevant financial product) and consider it before making any
decision about whether to acquire the financial product. The directors and associated persons of State One may have a
long or short interest in the financial products discussed in these documents and they may earn brokerage, commissions,
fees and advantages, pecuniary or otherwise, in connection with the making of a recommendation or dealing by a client in
such financial products. Additionally, State One may earn fees due to having been appointed advisors to, or may be

undertaking or about to commence research relating to any of the companies mentioned here.

Note: State One Stockbroking was Lead Manager in BD1's A$3m capital raising in June 2016.
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