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ResApp Health

Key catalyst imminent

m RAP has announced the completion of enrolment for the US SMARTCOUGH-C-2
trials as well as its Australian pediatric study which is a key milestone.

m There have been significant improvements in the quality of the recordings and top-
line results are expected within the month.

m We view the release of these results as a key catalyst and value inflection point.

m \We make no changes to our forecast, keeping a 20% discount to our DCF and
retain an Add recommendation and price target of A$0.28.

Recruitment completed — results through in the month

RAP announced it has completed enrolment of 1,470 patients across three hospitals in
its US trial and 681 patients for the Australian study. As a reminder, the US study is a
revision of last year's SMARTCOUGH-C study which failed to meet its primary endpoints
due to poor clinical trial adherence protocols. Significant improvements in hospital staff
training along with an enhanced audio setup has now reduced unacceptable recordings
to less than 3% (from a significant proportion in the original study). With the enrolment
now finalised for both studies, they will enter into verification phase and expect to
release the top-line results by the end of August. Although the Australian trial was
delayed due to insufficient patient numbers with pneumonia, croup and upper respiratory
tract infection pushing out trial close date, we still anticipate the Australian results prior
to the release of the US results. The studies are similar and should act as a strong lead
indicator to the pivotal US results which we view as the key catalyst for de novo
submission to the FDA. As a reminder, RAP’s primary endpoint for these results is
achieving >80% positive percent agreement (PPA) and negative percent agreement
(NPA) across the disease indications. Asthma and lower respiratory tract infections are
the key indications.

Presentation from CEO Tony Keating — highlights key catalysts
RAP’s CEO and Managing Director Dr Tony Keating recently delivered a company
update to the Morgans network, to view the video: click here. Dr Keating spoke about
the progress of the current clinical trials; the US SMARTCOUGH-C-2 study and the
Breathe-Easy Australian adult and children study. He also described the recent
extension into sleep apnea detection software.

No changes to forecasts

We have made no changes to our forecasts, having previously unwound our discount to
20% from 75% as recruitment and trial results approached. RAP had A$3.4m in cash as
at June 2018.

Investment view — Add recommendation maintained

Our DCF valuation remains unchanged at A$0.35. Our price target sits at a 20%
discount to our valuation at A$0.28. Key risk to achieving our price target is an
unfavourable clinical outcome. We retain an Add recommendation.

Financial Summary Jun-17A Jun-18F Jun-19F Jun-20F Jun-21F
Revenue (A$m) 1.14 0.00 3.00 14.00 31.50
Operating EBITDA (A$m) (9.97) (7.74) (4.87) 5.85 22.93
Net Profit (A$m) (10.03) (7.84) (4.88) 5.72 22.96
Normalised EPS (A$) (0.015) (0.010) (0.006) 0.006 0.026
Normalised EPS Growth 204% (32%) (38%) 294%
FD Normalised P/E (x) NA NA NA 25.39 6.44
DPS (A$) - - - - -

Dividend Yield 0% 0% 0% 0% 0%
EV/EBITDA (x) NA NA NA 22.30 4.82
P/FCFE (x) NA NA NA 28.58 6.79
Net Gearing (75.4%) (96.3%) (94.3%) (93.2%) (94.3%)
P/BV (x) 9.58 9.51 16.10 9.08 3.73
ROE (73.2%) (63.9%) (46.6%) 48.1% 82.5%
Normalised EPS/consensus EPS (x) 1.03 0.64 0.65 0.85

IMPORTANT DISCLOSURES REGARDING COMPANIES THAT ARE THE SUBJECT OF THIS REPORT AND AN EXPLANATION OF RECOMMENDATIONS CAN BE
FOUND AT THE END OF THIS DOCUMENT. MORGANS FINANCIAL LIMITED (ABN 49 010 669 726) AFSL 235410 - A PARTICIPANT OF ASX GROUP
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Figure 1: Financial summary
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Valuation metrics

Share price (A$) 0.17 Price Target (A$) $0.28
DCF valuation inputs
Rf 4.00% 10-year rate 4.00%
Rm-Rf 5.00% Margin 2.0%
Beta 1.70 Kd 4.20%
CAPM (Rf+Beta(Rm-Rf)) 12.5% Ke 12.5%
NPV cash flow (A$m) 253.3
Equity (E/EV) 100.0% Minority interest (A$m) 0.0
Debt (D/EV) 0.0% Net debt (ASm) -12.7
Interest rate 4.20% Investments (A$m) 0.0
Taxrate (t) 30.0% Equity market value (A$m) 266.0
WACC 12.5% Diluted no. of shares (m) 759.0
DCF valuation $0.35
Multiples FY15A FY16A FY17A FY18F FY19F FY20F
Enterprise value (A$m) 1331 1428 137.6 1417 1364 1440
EV/Sales (x) 883.9 na na #DIV/O! 455 10.3
EV/EBITDA (X) -260.0 -43.4 -13.8 -18.3 -28.0 24.6
EV/EBIT (X) -260.0 -43.4 -13.4 -17.7 -26.6 25.8
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Disclaimer

The information contained in this report is provided to you by Morgans Financial Limited as general advice only, and is made without consideration of an
individual's relevant personal circumstances. Morgans Financial Limited ABN 49 010 669 726, its related bodies corporate, directors and officers, employees,
authorised representatives and agents (“Morgans”) do not accept any liability for any loss or damage arising from or in connection with any action taken or not
taken on the basis of information contained in this report, or for any errors or omissions contained within. It is recommended that any persons who wish to act
upon this report consult with their Morgans investment adviser before doing so. Those acting upon such information without advice do so entirely at their own risk.

This report was prepared as private communication to clients of Morgans and is not intended for public circulation, publication or for use by any third party. The
contents of this report may not be reproduced in whole or in part without the prior written consent of Morgans. While this report is based on information from
sources which Morgans believes are reliable, its accuracy and completeness cannot be guaranteed. Any opinions expressed reflect Morgans judgement at this
date and are subject to change. Morgans is under no obligation to provide revised assessments in the event of changed circumstances. This report does not
constitute an offer or invitation to purchase any securities and should not be relied upon in connection with any contract or commitment whatsoever.

Disclosure of interest

Morgans may from time to time hold an interest in any security referred to in this report and may, as principal or agent, sell such interests. Morgans may previously
have acted as manager or co-manager of a public offering of any such securities. Morgans affiliates may provide or have provided banking services or corporate
finance to the companies referred to in the report. The knowledge of affiliates concerning such services may not be reflected in this report. Morgans advises that it
may earn brokerage, commissions, fees or other benefits and advantages, direct or indirect, in connection with the making of a recommendation or a dealing by a
client in these securities. Some or all of Morgans Authorised Representatives may be remunerated wholly or partly by way of commission.

Regulatory disclosures

Analyst owns shares in the following mentioned company(ies): N/A

Morgans Corporate Limited was acting as general corporate adviser to ResApp Health Limited and received fees in this regard.;Morgans Corporate Limited is
acting as general corporate adviser to ResApp Health Limited and may receive fees in this regard.

Recommendation structure

For a full explanation of the recommendation structure, refer to our website at http://www.morgans.com.au/research disclaimer

Research team
For analyst qualifications and experience, refer to our website at http://www.morgans.com.au/research-and-markets/our-research-team

Research coverage policy
For an overview on the stock selection process, refer to our website at https://www.morgans.com.au/research-and-markets/company-analysis/Research-
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