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SPINEGUARD

FY revenues : a year of transition

= (Classic range decline partially balanced by new products
= EBITDA positive in H2
= Still waiting for partnerships...

A significant drop in revenues to be linked to the product mix shift
SpineGuard released yesterday night FY revenues down to EUR6.8m (-14%
on a like for like basis). After a weak Q3 (-8%), the group managed to stabilize
the sales but sees a significant drop compared to a bright Q4 2018 (-20%).
7,668 DSG enabled devices were sold in 2019 (9,001 in 2018, -15%). The
overall counter-performance has to be read in light of a strategic move that
led to allocation of resources toward recent innovations: Smart Screw and
PediGuard Threaded. These latter as well as the dental projects (Adin’
partnership) see a noticeable growth (+26%). PediGuard Classic, still used in
many operating theaters, is therefore expected to suffer from a continuous
erosion in the next quarters. Regarding geographical split, revenuesin the US
are down -15%, and the rest of the world sees a decline of -8%. These figures
are 6% below our estimates (EUR7.2m) as far as we were expecting a stronger
commitment of Zavation (US partner) in the Smart Screw deployment.

Profitability in H2 but cash situation remains concerning

A sales decline is undoubtedly a negative sign. That said, when looking at the
Average Selling Price, investors will notice and appreciate that the group did
not sacrifice prices to maintain its activity level (ASP of EUR1,248 in the US/
+3.9% and EUR351in the ROW/+10%). We expect therefore the group to post
a stable growth margin in 2019. Reorganization (new HQ in the US and
headcount adjustments) associated with a tight cost control made
achievable the break even in H2. Management sees full year EBITDA close to
-EURs50k (to be compared to -EUR586k in 2018). From now, the company is
supposed to be cash flow positive. Cash position as of December 31th was
EUR1.3m. Whilst operations are likely to limit cash consumption in 2020, the
cost of the debt remains the great concern for the group that has to negotiate
as quick as possible a new reimbursement timetable.

Valuation and rating

2019 was a year of transformation. In such period, setting up reliable business
planis areal challenge. One could have expected a better performance of the
Smart Screw but it is clear that the group has to find an alternative to
Zavation to enter more efficiently the US market. SpineGuard can no longer
progress on a stand-alone basis. The management is aware of this situation
and we hope the ongoing partnering process (driven by Healthios Capital
Markets) will contribute in concluding deals in H1 2020. Robotics or
commercial agreements are likely to change radically the story.
Thereistoday no rational between the stock price and the value of the assets.
Our fair value remains realistic but stock is likely to be kept under pressure
until the release of good news of the partnering side.

Next publication: FY results, 19" March 2020
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—— ALSGD =—— ALSGD rel to CAC Small & Mid 190
Change (%) im 3m 12m
Absolute +3.4 -9.0 -69.0
Rel. to CAC SM1g0 +4.7 -12.5 -79.6
Rel. to Next Biotech -0.8 -34.6 -125.3

Financials (31/12)

EURmM 2018 2019E 2020E 2021E
Sales 7.6 7.2 7.6 8.5
EBITDA -0.9 -0.6 -0.0 0.7
EBIT -1.1 -0.8 -0.2 0.4
Net income -2.3 -1.3 -0.5 0.4
EPS (EUR) -0.31 -0.11 -0.04 0.04
Net debt 5.0 5.4 5.4 2.9
Key ratios

2018 2019E 2020E 2021E
EV/Sales 0.9% 1.1X 1.1X 0.6x
EV/EBITDA Na na na 8.4x
EV/EBIT Na na na 12.6X
PER Na na na 6.1x
ROIC Na na na 10%
ROE Na na na na
EV/IC 1.5X 1.8x 1.8x 1.3X
Gearing -94% -87% -62% -33%
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Profit and Loss

As of 31/12 (EURm) 2014 2015 2016 2017 2018 2019E 2020E 2021F
Sales AN 6.35 7-46 8.17 7.58 717 7.63 8.50
Change n-1 -3.9% 43.1% 17.6% 9.5% -7.3% -5.3% 6.4% 11.3%
Other revenues - - - - - - - -
Total revenues AN 6.35 7.46 8.17 7.58 7.17 7.63 8.50
Gross margin 3.78 5.36 6.35 6.95 6.55 6.22 6.68 7.52
EBITDA -4.26 -3.73 -3.31 -2.66 -0.86 -0.59 -0.02 0.65
Change n-1 -45% 12% 11% 20% 68% 32% 96% 2723%
Depreciation & amortisation 0.23 0.26 0.33 0.31 0.26 0.22 0.22 0.23
Goodwill - - - - - - - -
EBIT -4.48 -3.97 -3.63 -2.96 -1.11 -0.79 -0.24 0.44
Change n-1 -42% 11% 9% 18% 63% 28% 70% 285%
Net financial income -0.06 0.10 -0.54 -1.16 -1.21 -0.45 -0.24 -0.02
Minorities - - - - - - - -
Other - - - - - - - -
Net profit before tax -4.54 -3.88 -4.18 -4.13 -2.32 -1.25 -0.47 0.42
Tax - - - - -0.02 - - -
Netin come -4.54 -3.88 -4.18 -4.13 -2.33 -1.25 -0.47 0.42
Change n-1 -29% 15% -8% 1% 43% 47% 62% 188%
EPS -1.03 -0.77 -0.82 -0.72 -0.34 -0.12 -0.05 0.04
EPS fully diluted -1.03 -0.77 -0.75 -0.68 -0.38 -0.11 -0.04 0.04
Gross margin (% of sales) 85.2% 84.5% 85.1% 85.1% 86.5% 86.7% 87.6% 88.4%
EBITDA (% of sales) na na na na nm nm nm nm
EBIT (% of sales) na na na na nm nm nm nm
Net margin (% of sales) na na na na nm nm nm nm

Cash Flow statement

Au 31/12 (MEUR) 2014 2015 2016 2017 2018 2019E 2020E 2021E
Net income -4.54 -3.88 -4.18 -4.13 -2.33 -1.25 -0.47 0.42
Depreciation and amortisation 0.23 0.26 0.33 0.31 0.26 0.22 0.22 0.23
Goodwill 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Change in WCR -0.07 0.53 -1.01 0.26 -0.08 0.20 -0.26 -0.04
Others 1.06 0.50 0.83 1.05 1.49 1.16 0.94 0.73
Cash-flow from operations -3.32 -2.60 -4.03 -2.51 -0.67 0.33 0.44 1.33
Capex -0.05 -0.20 -0.06 -0.05 -0.05 -0.04 -0.05 -0.05
Free cash flow -3.37 -2.80 -4.09 -2.56 -0.72 0.28 0.39 1.28
Acquisitions -0.05 -0.37 -0.09 - - - - -
Divestments - - 0.01 - - - - -
Dividends - - - - - - - -
Capital increase 0.79 2.64 0.42 2.21 1.68 0.50 0.20 -
Financing(bank and others) 0.01 2.76 2.87 0.01 4.64 - - -
Others -1.27 -1.51 -0.54 -0.26 -5.73 -0.32 -2.36 -2.53
Change in cash over the period -3.89 0.72 -1.42 -0.61 -0.13 0.47 -1.77 -1.26
Opening cash position 6.40 2.51 3.23 1.80 1.19 1.05 1.52 -0.26
Closing cash position 2.51 3.23 1.80 1.19 1.06 1.52 -0.26 -1.51
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Balance sheet

Au 31/12 (MEUR) 2014 2015 2016 2017 2018 2019E 2020E 2021E
Fixed assets 0.06 0.21 0.18 0.14 0.12 0.09 0.06 0.03
Intangible assets 1.09 1.26 1.11 0.90 0.72 0.58 0.45 0.31
Goodwill 3.08 3.08 3.08 3.08 3.08 3.08 3.08 3.08
Financial assets 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Inventories 0.65 0.59 1.02 0.81 0.84 0.71 0.76 0.84
Account receivables 0.68 0.94 1.41 1.38 1.32 1.21 1.28 1.43
Other receivables 0.38 0.54 0.68 0.54 0.59 0.55 0.52 0.55
Cash and cash equivalents 2.51 3.23 1.80 1.19 1.06 1.53 -0.25 -1.50
Prepaid expenses - - - - - - - -
Other non-current assets 0.12 0.06 0.13 0.12 0.13 0.13 0.13 0.13
Total assets 8.56 9.92 9.41 8.15 7.86 7.88 6.04 4.88
Equity 5.77 4.74 1.19 -0.20 -5.35 -6.24 -8.72 -8.84
Others - - - - 4.86 5.18 7.54 10.08
Provisions 0.04 0.05 0.07 0.04 0.04 0.04 0.04 0.04
Financial debt 1.45 2.99 6.00 6.23 6.07 6.97 5.16 1.41
Account payables 0.72 1.10 1.19 1.04 1.16 0.91 0.97 1.08
Other debts 0.58 1.04 0.96 0.98 0.81 0.76 0.77 0.85
Deferred income and other liabilities - - - 0.06 0.26 0.26 0.26 0.26
Total liabilities 8.56 9.92 9.41 8.15 7.86 7.88 6.04 4.88
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IMPORTANT INFORMATION

Responsibility for this publication
This publication has been prepared under the only responsibility of BioStrategic Partners.

Recipient
This publication is exclusively designed for “Eligible Counterparties” or “Business Customers”. It is not designed to be distributed or transmitted.
directly or indirectly. to “Retail Customers”.

Absence of investment advice
This publication has been produced for information only and does not represent investment advice. given that it has been prepared without
knowledge of the financial situation. asset position or any other personal circumstance of the persons who may receive it.

Absence of buy or sell offering of financial instruments
This publication does not represent an offering or an incentive to buy or sell the financial instruments outlined in it.

Reliability of information

Every precaution has been taken by Biostrategic Partners to ensure that the information contained in this publication come from sources considered
reliable. Unless otherwise specifically indicated in this publication. all opinions. estimations and forecasts given. are those of Biostrategic Partners
at that date and may be revised without prior notice.

Exemption from liability

Neither Biostrategic Partners nor SwissLife Banque Privée shall be liable for any damage that may result from the incorrect or incomplete nature
of this publication. Neither Biostrategic Partners or SwissLife Banque Privée is not liable for any investment decisions. regardless of their nature.
made by the users of this publication on its basis.

Transfer and distribution of this publication
This document was sent. prior to its publication. to the issuer of the financial instruments to which it refers. This document may not be reproduced.
distributed or published in whole or in part without the prior written consent of Biostrategic Partners and SwissLife Banque Privée.

Warning concerning performance
Investors should note that any income from financial instruments can fluctuate and that prices can fall as well as rise. Past and simulated
performance does not guarantee future performance.

Detection of potential conflicts of interest

a)

9
d)
e)
f)

Company Potential conflicts of interest with Biostrategic Partners
a) b) ) d) e) f) 9)
SPINEGUARD No No No No Yes No No

The analyst has a familial relationship with a founding partner of IPF Partners who holds SpineGuard’ bonds with warrants attached

Biostrategic Partners has participated or is participating. either as lead manager or member of an investment or guarantee syndicate for a
financial transaction. either as advisor of a public offering over the last twelve months or as Listing Sponsor of the company.

Biostrategic Partners holds an investment stake greater than or equal to 5% in the capital of the company under analysis.

The company who is the subject of this analysis holds an investment stake greater than or equal to 5% in Biostrategic Partners.

Biostrategic Partners and/or one of its affiliates is/are liquidity provider(s) or market maker(s) for (one of) the company’s financial instrument/s.
Biostrategic Partners has agreed with the company to provide a service of production and distribution of analysis regarding the company.
Biostrategic Partners has modified its conclusions after notifying the company before its distribution of this analysis.

The person/s responsible for the analysis. a director or a member of the Board of Directors of Biostrategic Partners is a manager. director or
member of the Board of Directors of the company.

Company Potential conflicts of interest with SwissLifeBanquePrivée
a) b) <) d) e) f) 9)
SPINEGUARD Yes No No Yes No No No

SwissLife Banque Privée has participated or is participating. either as lead manager or member of an investment or guarantee syndicate for a
financial transaction. either as advisor of a public offering over the last twelve months or as Listing Sponsor of the company.

SwissLife Banque Privée holds an investment stake greater than or equal to 5% in the capital of the company under analysis.

The company who is the subject of this analysis holds an investment stake greater than or equal to 5% in SwissLife Banque Privée.

SwissLife Banque Privée and/or one of its affiliates is/are liquidity provider(s) or market maker(s) for (one of) the company’s financial
instrument/s.

SwissLife Banque Privée has agreed with the company to provide a service of production and distribution of analysis regarding the company.
SwissLife Banque Privée has modified its conclusions after notifying the company before its distribution of this analysis.

The person/s responsible for the analysis. a director or a member of the Board of Directors of SwissLife Banque Privée is a manager. director or
member of the Board of Directors of the company.
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