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TISSUE REGENIX

Credit facilities expand cash runway to 2021

Tissue Regenix (TRX) has a broad portfolio of regenerative medicine products for the
biosurgery, orthopaedics, dental and cardiac markets. It has two proprietary
decellularisation technology platforms for repair of soft tissue (dCELL) and bone
(BioRinse). Following the acquisition of CellRight in the US in 2017, TRX embarked on a
revised commercialisation strategy, which is clearly gaining traction. Sales grew 47% in
2018, reflecting strong demand, particularly for DermaPure in the US. To support further
business expansion, including investment in facilities and working capital, credit facilities
of up to $20m/£16m have been secured.

>

Strategy: TRX s building an international regenerative medicine business with a
product portfolio using proprietary dCELL and BioRinse technology platforms,
underpinned by compelling clinical outcomes. It aims to expand its global
distribution network, via strategic partnerships, to drive sales momentum.

Credit facilities: TRX has entered into an agreement with MidCap Financial Trust to
access credit facilities composed of a term loan of $15.0m and a revolving credit line
of upto $5m. The loanis structured into three tranches, providing cash until 2021 on
current forecasts. The first $7.5m/£5.9m tranche has been drawn down.

2018 results: Sales grew 47% to £11.6m (£7.9m 2017 pro forma), largely driven by
the US performance of DermaPure (+79%). The EBIT loss, at -£8.32m, was 14% lower
helped by an overall increase in DermaPure margins. Period-end cash of £7.8m
was achieved by tight control of both operating costs and working capital.

Risks: TRXis exposed to many of the risks common to medical device companies,
including the regulatory hurdles based on the manufacture and distribution of
human tissue products, and the commercial risks of operating in a highly
competitive market. A hybrid sales strategy, however, mitigates the latter.

Investment summary: TRX has three near-term value drivers: sales of BioSurgery
products in the US; expansion of CellRight and TRX technologies into the
orthopaedics/spine and dental markets; and preparation for the EU launch of
OrthoPure XT in 2019. Management has been prudent in securing a US dollar
loan that relieves some of the working capital pressure during this growth period
and is non-dilutive for shareholders.

Financial summary and valuation

Year-end Dec (£m) *2016 2017 2018 2019E 2020E 2021E
Sales 1.44 523 11.62 16.24 21.43 27.66
EBITDA -10.55 -8.98 -7.15 -6.01 =315 -0.34

Underlying EBIT

-10.85 -9.69 -8.32 -7.20 -4.75 -1.59

Reported EBIT -11.06  -10.82 -8.69 -7.14 -4.70 -1.54
Underlying PBT -10.74 -9.64 -8.51 -7.51 -5.65 -2.52
Statutory PBT -10.95  -10.77 -8.88 -7.45 -5.59 -2.47
Underlying EPS (p) -1.28 -0.90 -0.67 -0.61 -0.42 -0.14
Statutory EPS (p) -1.30 -1.02 -0.70 -0.61 -0.41 -0.13
Net (debt)/cash 8.17 16.42 7.82 -3.72 -6.77  -14.69
Capital increase 0.00 37.99 0.00 0.00 7.00 0.00
P/E (x) - - - - - -
EV/sales (x) - 9.6 43 3.1 2.3 1.8

*11 months to December. Source: Hardman & Co Life Sciences Research

Disclaimer: Attention of readers is drawn to important disclaimers printed at the end of this document


http://www.tissueregenix.com/
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TRX making good progress on revised

growth strategy outlined in 2018

2018 full-year results

Financials — key features

In the full-year trading update (February 2019), TRX's sales growth was just ahead of
expectations, rising 47% to £11.6m (from £7.90m, 2017 pro-forma for acquisition of
CellRight in August 2017). This was driven largely by the BioSurgery business unit,
which sells DermaPure branded products through three distinctive channels: a small
direct salesforce, national/regional distributors, and via an exclusive strategic
partnership with Arms Medical. The company is clearly making good progress in
executing against the revised growth strategy that it outlined in January 2018.

» Sales: Sales grew 47% on apro-forma basisto £11.6m (£7.9m pro-forma), following
the acquisition of CellRight in August 2017. There was growth across all three
business units, but BioSurgery performance was particularly strong.

» BioSurgery: There was strong demand for DermaPure products in the US, where
underlying sales rose 79% to $4.4m/£3.4m ($2.5m/£1.9m).

» Gross margins: There was a 1.1pptincrease in the gross margin for the year, from
49.8% in 2017 to 50.9% in 2018, with improved sales traction from DermaPure
being offset by the increased focus on distribution partners.

> SG&A: Although there appeared to be alarge (15.2%) increase in SG&A in 2018
to -£12.61m (-£10.94m), this was due mostly to the full-year contribution of
CellRight costs, the impact of which was limited by the use of distributors.

» EBIT: Theunderlying EBIT loss was £8.3m, a 14% improvement on 2017.

» Net cash/(debt): Cash on the balance sheet at 31 December 2018 was £7.8m,
helped, in particular, by careful management of working capital and SG&A costs.

Actual results vs. expectations

When the trading statement was announced in February 2019, the 2018 year-end
cash position of £7.8m was well ahead of our forecast (£6.3m). Given that working
capital was already tightly controlled, we therefore reduced our operating cost
forecasts for the year. However, the release of the full set of numbers on 4 June 2019
showed that, while operating costs did indeed decline in the period and were in line
with our revised forecasts, management of working capital was also greater than
anticipated, with a -£0.49m change, compared with our forecast -£0.74m. This was
offset by the 117% growth in COGSin 2018, whichwas £0.61m greater than forecast,
reflecting, in part, unanticipated demand for certain lower-margin DermaPure
products.

TRX — FY’18 results — actual vs. expectations

Year-end Dec 2017 2018 Growth 2018 Delta
(Em) actual actual forecast A
Sales *7.90 **11.62 47% 11.60 -0.02
COGS -2.63 -5.70 117% -5.09 +0.61
SG&A -10.94 -12.61 15% -10.25 -0.01
R&D -2.69 -4.00 49% -4.00 +0.00
Underlying EBITDA -8.98 -7.15 -20% -6.58 +0.57
Underlying EBIT loss -9.69 -8.32 -14% -7.74 +0.58
Cash position 16.42 782 -52% 7.82 +0.00
Change in working capital -1.25 -0.49 -61% -0.74 -0.25
Capital expenditure -0.13 -0.29 123% -0.3 -0.01
Net cash/(debt) 16.42 **7.82 -52% 7.82 +0.00

*Pro-forma; **Reported in trading update (February 2019
Source: Hardman & Co Life Sciences Research
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Operations — key features

TRX facilities and production Following its acquisition of CellRight in August 2017, TRX embarked on a revised

CELLRIGHT TECHNOLOGIES
SAN ANTONIO, TEXAS

commercial strategy to increase sales momentum. In 2018, top-line sales growth was
successfully achieved by selling BioSurgery and Orthopaedic products both directly
and viadistribution partners, at the same time as successfully integrating the CellRight
business and leveraging operational synergies. For example, as part of the integration
process, technology transfer of DermaPure production to the San Antonio facility was
achieved ahead of schedule, which, along with the CTS processing and supply
relationship, positions TRX to meet growing demand. We note other highlights below,
omansienel: most of which are detailed in our TRX 2018 news round-up note!
Transition dCELL” production to CeliRight, Texas (https://www.hardmanandco.com/research/corporate-research/2018-in-review-
T e foundations-laid-for-osteobiologics/).

GBM-V ROSTOCK, GERMANY

BioSurgery
Distribution
AT TRX is looking at ways to maximise opportunities for the enlarged group by
Manufactured at GBM-V in Rostock, Germany broadening its product offering and through geographical expansion. In February
¥ TR 2018, the company signed an exclusive distribution agreement with the specialist
TISSUEREGENIX [ II i‘m _.\,ﬂh | urogynaecology distributer ARMS Medical, accelerating sales of DermaPure in the US
HERER R Ml ' and allowing TRX to focus its direct sales on the Orthopaedic Trauma, Plastics,
e ' Reconstruction and Revision Orthopaedics, Wound Care and General Surgery markets.
Manufactured in-house in Leeds, UK

GPO coverage

TRX initially focused on securing Medicare reimbursement, maintaining its 100%
coverage of state reimbursement. TRX has since been building relationships with US
Group Purchasing Organisations (GPOs) in order to reach in-patients, particularly
important for surgical procedures. GPO agreements were strengthened with the
three-year contract extension with Premier, Inc in 2018; post-period, in April 2019,
TRX successfully secured approval with an undisclosed GPO for even further
coverage. This significantly increased the commercial opportunity for DermaPure,
now potentially available to 5% of institutions that purchase via large US GPOs.

Source: Tissue Regenix

Orthopaedic and dental

HTA licence achieved

A key goal of the CellRight integration process was to obtain a Human Tissue
Authority (HTA) licence to enable importation of CellRight’s products from the US into
the UK (and, over time, into Europe), supporting international growth. The HTA
licence was received in June 2018, allowing TRX to begin identifying global distribution
partners for its BioRinse portfolio.

Distribution partnerships

TRX secured a long-term, multi-year OEM distribution agreement with the specialist
orthopaedic surgical solutions distributer, Arthrex Inc. (Arthrex), for the US market in
March 2018. This agreement was extended to Europe in 4Q'18 with initial training for
European sales reps in 1Q'19. Having Arthrex as a strategic partner is a significant
achievement for TRX, not least because it has the biggest share of the Sports Medicine
market, at ca.33%, and is very well-known in the field.

These agreements supported 31% pro forma sales growth from TRX's orthopaedics
business unit in 2018 - excellent validation of the commercialisation strategy.

12018 inreview: foundations laid for osteobiologics’ 17 December 2018.
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To support further business expansion,
credit facilities of up to $20m/£16m have

been secured with MidCap Financial Trust...

...a term loan of $15.0m and a revolving

line of credit up to S5m

Post-period financing event

Credit facilities up to $20m

Amid the increasing demand for DermaPure products and the expanding US business,
discussed above, management has been prudent in securing credit facilities of up to
$20m with MidCap Financial Trust (MidCap). MidCap is a US-based speciality finance
company that provides financing to middle-market growth companies. The facilities
provide TRX with considerable flexibility in managing its working capital requirements
as it expands, while being non-dilutive to existing shareholders and without the risks
associated with raising new capital in currently difficult market conditions.

Overall, the agreement validates the newly enlarged company (following the
acquisition of CellRight in the US in 2017) and management’s expansion strategy.
Sales traction and visibility of cashflows is clearly at a level that is appealing to a lender.
In addition, the loan, being in US dollars, provides a natural hedge against the
predominantly US-derived sales.

$7.5m drawn down post-period

The facilities are composed of two parts that, together, provide the option to draw
down up to $20m/£15m between 4 June 2019 and April 2021: 1) the ‘term loan’ credit
facility is a $15m/£11.5m secured loan with a five-year term: ii) the ‘revolver’ is a
$3m/£2.3m revolving line of credit with the option for an additional $2m/£1.5m. The
termloanis available in three tranches, subject to certain conditions, as outlined in the
table below. $7.5m/£5.9m (gross) has immediately been drawn down from the term
loan, which is interest-only for the first 12 months, with a further 12 months’ interest-
only period available, dependent on satisfying certain conditions. The interest is
6.75%, plus one-month US$ LIBOR on the outstanding balance, subject to a one-
month US$ LIBOR floor of 2.25%.

Term loan

Dec period-end Available Total Conditions
Tranche one Immediately: 4 Jun 2019 $7.5m Unconditional

$5.0m (net) equity proceeds
Tranche two Feb 2020 - Apr 2020 $5.0m  Agreed revenue targets from both

dCELL and BioRinse product sales
~ Agreed revenue targets from both
Tranche three Feb 2021 - Apr 2021 $2.5m dCELL and BioRinse product sales
Total $15.0m

Source: Hardman & Co Life Sciences Research

The revolver will be available for 60 months (from June 2019 to May 2024), with $3m
available immediately (but not yet drawn down), subject to conditions of sufficient
accounts-receivable and finished-goods inventory being available as security. An
additional $2m is uncommitted. Interest on the outstanding balance of the revolver is
payable monthly in arrears at an annual one-month US$ LIBOR plus 4.5%, subject to a
US$ LIBOR floor of 2.25%. An annual rate of 0.5% is payable on the capital amount
exercised but undrawn on the revolver, payable one month in arrears.

Finally, TRX has agreed to grant MidCap a 3% warrant coverage on the term loan,
representing ca.$0.45m in total, with the first warrant instrument entered into on 3
June, with the first $7.5m drawn. This represents ca.$0.23m/£0.17m, or 2,967,304
shares at the current share price. The exercise price is equal to the 10-day VWAP for
the 10 days ahead of execution of the instrument. Similar instrument agreements will
be entered into on the drawdown of Tranches two and three.
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In our last note on TRX, Expanded GPO coverage secured’, published on 10 April 2019,
we suggested that, with a 2019 cash position forecast of £3.1m, TRX was likely to take
on debt to fund the increasing working capital requirements and, that if progress was
particularly strong, additional capital would be needed for investment in
manufacturing capacity. Both requirements, for working and investment capital, are
being satisfied with the current secured credit facilities.

The increasing demand for TRX's products, particularly in the US, necessitates
expansion in facilities such as cleanrooms and warehousing, in addition to increasing
its working capital requirements; these are driven uniquely by the drawn-out
procedures for processing human tissue and by the stringent regulatory requirements
at each stage. For example, processing of a single donor dermis can take five days and
must be carried out in complete isolation of other donated tissue. Moreover,
investment in R&D for real world clinical and outcome studies will be necessary to
remain competitive when negotiating with GPOs and other payers. We anticipate that
capital expenditure and R&D spend will increase from 2020. In 2019, therefore, the
$7.5m loan drawdown is expected to initially aid the management of working capital
as production of DermaPure products is increased to meet demand.

Share capital

Shareholding

TRX's share price lifted 12% on the news of the credit facility, from 5.75p to 6.5p, but
it has since drifted back to 6.0p (as at Friday 14 June close), possibly as a result of
media comment surrounding the suspension of the Woodford Equity Income Fund
(WEIF). The Woodford Patient Capital Trust is not affected by the suspension of the
WEIF. To date, there is no information to suggest that either fund has reduced its
holding in TRX.

At the time of writing (14 June 2019), TRX had 1,171,971,322 shares in issue.
Woodford Investment Management remains the company’s second-largest
shareholder (26.2% holding), with TRX comprising approximately 0.15% of the
Woodford Patient Capital Trust and 0.32% of the Woodford Equity Income Fund (as
of 30 April 2019).

The intrinsic value of TRX and its fundamental growth drivers remain unaffected by
short-term disruption to trading of its shares. In our view, the company’s ability to

secure the second tranche of the loan, dependent on the agreed conditions, remains
unchanged.

Shareholders

Others
15%

Directors

4% _—
Jupiter AM

6%
Baillie Gifford

6%
Woodford IM

Source: Hardman & Co Life Sciences Research

Invesco
29%
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Forecasts updated to include all three

tranches of MidCap term loan...

...which provides TRX with sufficient
funding into 2021

Financials and investment case

Changes to forecasts

We last updated our TRX forecasts on 10 April 2019 in our report, ‘Expanded GPO
coverage secured’, to reflect the 2018 sales and cash position provided in its trading
statement. In this report, we have updated our sales and cash forecasts following the
full release of the 2018 results and to incorporate news of the MidCap credit facility
agreement that closed on 4 June 2019.

MidCap loan extends cash runway to 2021

Our forecasts assume that all three tranches of the MidCap loan are drawn down. The
first $7.5m/£5.9m tranche was drawn on 4 June 2019 to satisfy management’s
immediate working capital requirements and growth investment plans. However, it
insufficient to satisfy the funding requirement for forecast growth in the business over
the next three years. Therefore, we also expect the second and third tranches of the
loan to be drawn down at the earliest possible time, as set out in the term loan
conditions. Inouropinion, itis likely that TRX will both seek, and be able, to raise capital
above the minimum $5m (gross) required to meet the conditions of the second
tranche drawdown in 2020. This will provide management with the maximum possible
flexibility going forward, and we have included this in 2020 forecasts. Finally, we
expect that TRX will refinance its debt in 2021 to allow it to cover the amortised loan
payments beginning in that year.

Once the pressure on working capital has moderated, the cash from the term loan is
expected to be invested into the expansion of manufacturing capacity to satisfy
demand, and in product differentiation via studies to generate up-to-date health
economics data for both DermaPure and BioRinse products, allowing TRX to remain
competitive in the US. This leaves the company with sufficient funding into 2021, at
which point we anticipate that some new debt on more favourable terms will be
sought.

Net cash/(debt)

Year-end Dec (£m) 2019E 2020E 2021E
Change in working capital -1.06 -1.43 -1.70
Operating cashflow -7.05 -4.96 -2.04
Net interest -0.31 -0.90 -3.64
Capital expenditure -2.90 -4.06 -2.03
Capitalised R&D -0.33 -0.29 -0.29
Free cashflow -9.97 -10.05 -7.92
Cash 2.20 3.09 1.39
Net cash/(debt) -3.72 -6.77 -14.69

Source: Hardman & Co Life Sciences Research

Challenges ahead

On the one hand, the increased demand for the mostly high margin DermaPure
products is extremely positive. The increase in production has been managed within
the existing facility via the introduction of a second shift operation, by transferring
some clean room facilities from BioRinse to DermaPure, and by outsourcing some
DermaPure supply and manufacturing to Community Tissue Services (CTS) in the US.
We understand that these changes are beginning to gain traction, with increases in
efficiency evident week-on-week. The resultant pressure on BioRinse does impact our
2019 sales forecasts, as detailed in the table below, although some pressure on
BioRinse is expected to ease in 2H'19, resulting in back-end weighted 2019 sales.
Once the planned expansion, funded by the new credit facility, is complete,
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manufacturing capacity is expected to be sufficient to meet anticipated demand for
both Orthopaedic and BioSurgery products.

A combination of factors, including the outsourcing of some BioSurgery
manufacturing to CTS, which has some associated fixed costs, and the introduction of
the second manufacturing shift, is expected to result in a reduction in gross margins in
the short term. This should be partially offset by productivity and efficiency gains in
2H'19. Overall, the investment in growth will flow through to EBIT over the next three
years, resulting in increased forecast losses as shown in the following table.

Changes to forecasts

Year-end Dec 2019E 2020E

(Em) Old New Change Old New Change
Sales 18.67 16.24 -13.0% 25.73 21.43 -16.7%
COGS -7.63 -8.75 14.7% -10.37  -10.74 3.6%
SG&A -10.3 -13.20 28.1% -10.71  -12.93 20.8%
Underlying EBIT -2.76 -7.20 160.8% 1.34 -4.75 -454.8%
Reported EBIT -3.26 -7.14 119.1% 0.84 -4.70  -659.3%
Underlying PBT -2.75 -7.51 173.0% 1.35 -5.65 -518.5%
Underlying EPS (p) -0.17 -0.61 259.1% 0.17 -042  -345.0%
Cash 3.12 2.20 -29.4% 342 3.09 -9.5%
Change in working cap. -1.82 -1.06 -41.9% -2.07 -1.43 -31.0%
Capex -0.3 -2.90 866.7% -0.36 -4.06  1027.8%
Free cashflow -2.89 -9.97 244.8% 0.63 -10.05 -1695.5%
Net (debt)/cash 3.12 -3.72 -219.1% 3.42 -6.77 -297.9%

Source: Hardman & Co Life Sciences Research

Conclusion and outlook

TRX summary 2019 is expected to be an exciting, but challenging year. The reduction in EPS from -
0.17p to -0.61p for 2019E is a combination of revised sales, margin, and R&D

e o forecasts. However, the company has recently entered a new growth phase, with its

F“:::"g'w'h commercial strategy already validated by agreements with strategic partners such as

' Arthrex, and a successful FDA audit of the CellRight facilities in San Antonio in 2019.

Demand for DermaPure appears to be strong, with a targeted sales philosophy

= .. delivering a strong rate of clinician adoption. In the near term, new products such as

Fe, il OrthoPure XT and SurgiPure XD are expected to reach the market. 2018 was a year

of change, as summarised in the table below, and management’s focus on signing more
deals, whether strategic partnerships or out-licensing TRX's technology to maximise
the opportunity while allowing a focus on existing markets, should stabilise the
business into the future.

Source: Tissue Regenix

Month-by-month progress in 2018

2018 Event Progress
January Launch of DentalFix... ..the first BioRinse product to be launched by TRX
February Rebranded the BioSurgery operating division... ..with DermaPure its flagship product
February ARMS Medical distribution agreement... ...accelerating DermaPure urogynaecology sales in the US
March Arthrex US distribution agreement... ...accelerating CellRight product sales in the US
April Tech transfer of DermaPure manufacturing to CellRight... ..increasing manufacturing capabilities ahead of schedule
May Extended GPO agreement with Premier Inc... ...maintaining access to US in-patient population for DermaPure
June Human Tissue Authority License [Licence?] for BioRinse ...green light for import into UK
products...
June Pennine Healthcare distribution agreement in UK... ...accelerating penetration of the orthopaedic spine market
November Arthrex European distribution agreement... ... accelerating CellRight product sales across Europe

Source: Hardman & Co Life Sciences Research
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Profit & Loss

>

Sales: Demand for DermaPure in the US is expected to drive sales performance
infiscal 2019. Increased manufacturing capacity, efficiency and productivity looks
set to deliver both BioSurgery and Orthopaedic product sales growth from early
2020. Launch of additional products is likely to boost performance in the US and
the UK within the forecast period.

COGS: With TRX employing a mixed sales model, in the short-term, COGS will be
impacted by the signing of new distributors and tempered by the fixed salaries
plus commissions associated with a smaller direct sales force.

Gross margin: Volatility is expected over the forecast period. On the one hand,
DermaPure gross margins are on an overall rising trend, but on the other, there
are additional fixed costs associated with the outsourcing of some DermaPure
manufacturing to CTS. 2019 is likely to see a rebasing of TRX's margins as the
revised commercialisation strategy comes into effect, along with the absorption
of the cost of the second manufacturing shift, but then trend upwards thereafter.

EBIT: Control of administration costs s likely to support animproving EBIT in the
forecast period. R&D investment is likely to increase from 2020, with the bottom
line benefitting from an expected acceleration in sales traction.

Profit & loss account

Year-end Dec (£Em) *2016 2017 2018 2019E 2020E 2021E
GBP:USD 1.347 1289 1312 1312 1312  1.312
Sales 1.44 5.23 11.62 16.24 21.43 27.66
COGS -0.73 -2.63 -5.70 -8.75 -10.74  -13.07
Gross profit 0.71 2.61 5.92 7.49 10.69 14.59
Gross margin 492%  498%  50.9%  461%  49.9%  52.8%
SG&A -8.44  -10.94 -12.61 -1320 -12.93 -12.67
R&D™ -3.13 -1.35 -1.64 -1.49 -2.51 -3.51
Underlying EBITDA -10.55 -8.98 -7.15 -6.01 -3.53 -0.34
Depreciation -0.30 -0.48 -0.60 -0.62 -0.65 -0.68
Amortisation 0.00 -0.23 -0.58 -0.58 -0.58 -0.58
Other income 0.00 0.00 0.00 0.00 0.00 0.00
Underlying EBIT -10.85 -9.69 -8.32 -7.20 -4.75 -1.59
Share-based costs -0.21 -0.03 0.06 0.06 0.06 0.06
Exceptional items 0.00 -1.10 -0.42 0.00 0.00 0.00
Statutory EBIT -11.06  -10.82 -8.69 -7.14 -4.70 -1.54
Net interest 0.11 0.05 -0.19 -0.31 -0.90 -0.93
Underlying PBT -10.74 -9.64 -8.51 -7.51 -5.65 -2.52
Extraordinary items 0.00 0.00 0.00 0.00 0.00 0.00
Statutory PBT -10.95  -10.77 -8.88 -7.45 -5.59 -2.47
Tax payable/credit 1.03 1.35 0.62 0.35 0.58 0.81
Underlying net income -9.71 -8.29 -7.89 -7.16 -5.07 -1.71
Statutory net income -9.92 -9.42 -8.26 -7.10 -5.02 -1.66

Ordinary 0.5p shares:

Period-end (m) 7601 1,171.0 11717 11727 12630 1,264.0
Weighted average (m) 760.1 9205 1,171.6 1,1722 12179 12635
Fully-diluted (m) 806.6 960.8 1,2244 1,2250 1,270.7 13163
Underlying basic EPS (p) -1.28 -0.90 -0.67 -0.61 -0.42 -0.14
Statutory basic EPS (p) -1.30 -1.02 -0.70 -0.61 -0.41 -0.13
Underlying fully-dil. EPS (p) -1.20 -0.86 -0.64 -0.58 -0.40 -0.13
Statutory fully-dil. EPS (p) -1.23 -0.98 -0.67 -0.58 -0.39 -0.13
DPS (p) 0.0 0.0 0.0 0.0 0.0 0.0

*11 months to December
“*R&D restated to match the reported number, which excludes some R&D staff costs
Source: Hardman & Co Life Sciences Research
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Balance sheet

» R&D: A modest amount of R&D investment in products that have received
regulatory approvalis capitalised and included in intangible assets, which will then
be amortised in line with IAS38 once the product is launched.

» Capitalised R&D: Our stated capitalised R&D in the balance sheet is to allow for
the calculation of ROIC, which is based on NOPLAT divided by invested capital,
both of which require written-off R&D to be added back and amortised.

» Net cash/(debt): Forecasts simply show the effect of the cashflow statement on
the cash position. We have assumed that that all three tranches of the MidCap
term loan are drawn down, and that with rapid progress, a capital increase above
the minimum $5m (gross) will be sought in 2020 at the time of drawing down the
second tranche. In the event that there is good sales traction, TRX s likely to take
on some additional, cheaper, debt to refinance the MidCap loan in 2021, allowing
as much flexibility as possible going forwards.

» Gross cash: Atthe end of fiscal 2019E, we are forecasting a cash positionof £2.2m,
whichincreases to £3.1min fiscal 2020E including drawdown of the next tranche
of the loan facility.

Balance sheet

@31 Dec (£Em) *2016 2017 2018 2019E 2020E 2021E
Shareholders’ funds 11.54 39.52 32.57 2547 27.46 25.80
Cumulated goodwiill 0.00 0.00 0.00 0.00 0.00 0.00
Total equity 11.54 39.52 32.57 2547 27.46 25.80
Share capital 3.80 5.86 5.86 5.86 6.32 6.32
Reserves 774 33.67 26.71 19.61 21.14 19.48
Capitalised R&D 9.24 10.21 9.28 8.52 7.56 7.52
Long-term debt 0.00 0.00 0.00 5.92 9.86 16.08
Short-term loans 0.00 0.00 0.00 0.00 0.00 0.00
less: Cash 8.17 1642 7.82 2.20 3.09 1.39
Invested capital 12.60 34.76 34.83 38.49 42.57 48.79
Fixed assets 1.09 2.99 2.83 511 8.53 9.88
Intangible assets 0.55 19.31 19.94 21.40 21.40 21.40
Capitalised R&D 9.24 10.21 9.28 8.52 7.56 7.52
Inventories 0.66 2.87 2.33 3.26 4.30 5.55
Trade debtors 043 1.47 247 3.20 4.02 5.03

Other debtors 2.70 2.70 2.29 229 2.29 229
Tax liability/credit -0.15 -0.82 -0.79 -0.65 -0.42 -0.19
Trade creditors -0.62 -1.52 -0.86 -1.45 -1.89 -2.46

Other creditors -1.30 -2.44 -2.66 -3.16 -3.20 -0.21
Debtors less creditors 1.07 -0.61 0.45 0.21 0.79 4.46
Invested capital 12.60 34.76 34.83 38.49 42.57 48.79
Net cash/(debt) 8.17 16.42 7.82 -3.72 -6.77 -14.69
Inventory days - 200 73 73 73 73
Debtors days - 102 77 72 68 66
Creditor days - 211 55 61 64 69

*11 months to December
Source: Hardman & Co Life Sciences Research
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Cashflow

>

Working capital: The working capital requirement is expected to increase each
year, reflecting the expansion phase of the company and an increase in
production.

Amortisation: The 2018 amortisation charge of £0.58m covers a full 12 months
of the CellRight ownership. Amortisation costs will rise when products associated
with R&D that has been capitalised R&D are launched, under IAS38.

Cashflow: Operating cashflow remains negative in the forecast period, with free
cashflow after investments impacted by the remainder of the acquisition costs,
plus loan interest/interest, and capital payments increasing year-on-year. The
increase in capex is expected to span a period of 24 to 30 months.

Funding: As stated earlier, forecasts show the cash requirement over the next
three years. We have included drawdown of all three tranches of the term loanin
our forecasts, with the expectation that the debt will be refinanced on favourable
termsin 2021.

Cashflow

Year-end Dec (£Em) *2016 2017 2018 2019E 2020E 2021E
Underlying EBIT -10.85 -9.69 -8.32 -7.20 -4.75 -1.59
Depreciation 0.30 0.48 0.60 0.62 0.65 0.68
Amortisation 0.00 0.23 0.58 0.58 0.58 0.58

Inventories -0.60 -0.50 0.54 -0.93 -1.04 -1.25

Receivables -0.09 -0.78 -1.19 -0.73 -0.82 -1.02

Payables 0.11 0.04 0.16 0.60 0.44 0.57
Change in working capital -0.58 -1.25 -0.49 -1.06 -1.43 -1.70
Other 0.00 0.00 0.00 0.02 0.00 0.00
Company op. cashflow -11.13 -11.33 -8.06 -7.05 -4.96 -2.04
Net interest 0.11 0.05 0.07 -0.31 -0.90 -3.64
Tax paid/received 0.32 1.54 1.23 0.62 0.15 0.08
Operational cashflow -10.70 -9.74 -6.77 -6.74 -5.71 -5.60
Capital expenditure -0.49 -0.13 -0.29 -2.90 -4.06 -2.03
Capitalised R&D -0.55 -0.09 -0.12 -0.33 -0.29 -0.29
Sale of fixed assets 0.00 0.00 0.00 0.00 0.00 0.00
Free cashflow -11.73 -9.96 -7.17 -9.97 -10.05 -7.92
Dividends 0.00 0.00 0.00 0.00 0.00 0.00
Acquisitions 0.00 -19.95 -1.56 -1.57 0.00 0.00
Other investments 0.00 0.00 0.00 0.00 0.00 0.00
Cashflow after investments -11.73 -29.91 -8.74 -11.53 -10.05 -7.92
Share repurchases 0.00 0.00 0.00 0.00 0.00 0.00
Capital increase 0.00 37.99 0.00 0.00 7.00 0.00
Currency effect 0.00 0.17 0.13 0.00 0.00 0.00
Change in net debt -11.73 8.25 -8.61 -11.53 -3.05 -7.92
Opening net cash/(debt) 19.91 8.17 16.42 7.82 -3.72 -6.77
Closing net cash (debt) 8.17 16.42 7.82 -3.72 -6.77 -14.69
OCFPS (p) -1.41 -1.06 -0.58 -0.57 -047 -0.44

*11 months to December
Source: Hardman & Co Life Sciences Research
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Company matters

Registration
Incorporated in the UK with company registration number 05969271

UK operations: US operations:

Unit 1&2 1808 Universal City Boulevard
Astley Lane Industrial Estate Universal City

Astley Way San Antonio

Swillington Texas

Leeds 78148

LS26 8XT

+44.330430 3052

www.tissueregenix.com

Board of Directors

The Board consists of two executive directors and five non-executive directors. Their
representation on the various committees is shown in the following table.

Board of Directors

Position Name Remuneration Audit
Chairman John Samuel

Chief Executive Officer Steve Couldwell

Chief Financial Officer Gareth Jones

Non-executive director Allan Miler M C
Non-executive director Jonathan Glenn M M
Non-executive director Randeep Singh Grewal C M
Non-executive director Shervanthi Homer-Vanniasinkam

M = member; C = chair
Source: Company reports

Share capital

The company has 1,171,971,322 Ordinary shares of O.5p in issue. There are also
46.8m options and ca.2.97 warrants outstanding.

Invesco
29%

Woodford IM
26%

Major shareholders

Others
15%
Directors
4% o
Jupiter AM
6%

Baillie Gifford V

6%

IP Group
14%

Source: Company reports
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Disclaimer

Hardman & Co provides professional independent research services and all information used in the publication of this report has been compiled from publicly available
sources that are believed to be reliable. However, no guarantee, warranty or representation, express or implied, can be given by Hardman & Co as to the accuracy,
adequacy or completeness of the information contained in this research and they are not responsible for any errors or omissions or results obtained from use of such
information. Neither Hardman & Co, nor any dffiliates, officers, directors or employees accept any liability or responsibility in respect of the information which is subject
to change without notice and may only be correct at the stated date of their issue, except in the case of gross negligence, fraud or wilful misconduct. In no event will
Hardman & Co, its affiliates or any such parties be liable to you for any direct, special, indirect, consequential, incidental damages or any other damages of any kind even
if Hardman & Co has been advised of the possibility thereof.

This research has been prepared purely for information purposes, and nothing in this report should be construed as an offer, or the solicitation of an offer, to buy or sell
any security, product, service or investment. The research reflects the objective views of the analyst(s) named on the front page and does not constitute investment
advice. However, the companies or legal entities covered in this research may pay us a fixed fee in order for this research to be made available. A full list of companies or
legal entities that have paid us for coverage within the past 12 months can be viewed at http.//www.hardmanandco.com/legals/research-disclosures. Hardman may
provide other investment banking services to the companies or legal entities mentioned in this report.

Hardman & Co has a personal dealing policy which restricts staff and consultants’ dealing in shares, bonds or other related instruments of companies or legal entities which
pay Hardman & Co for any services, including research. No Hardman & Co staff, consultants or officers are employed or engaged by the companies or legal entities covered
by this document in any capacity other than through Hardman & Co.

Hardman & Co does not buy or sell shares, either for their own account or for other parties and neither do they undertake investment business. We may provide
investment banking services to corporate clients. Hardman & Co does not make recommendations. Accordingly, they do not publish records of their past
recommendations. Where a Fair Value price is given in a research note, such as a DCF or peer comparison, this is the theoretical result of a study of a range of possible
outcomes, and not a forecast of a likely share price. Hardman & Co may publish further notes on these securities, companies and legal entities but has no scheduled
commitment and may cease to follow these securities, companies and legal entities without notice.

The information provided in this document is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or use
would be contrary to law or regulation or which would subject Hardman & Co or its affiliates to any registration requirement within such jurisdiction or country.

Some or all alternative investments may not be suitable for certain investors. Investments in small and mid-cap corporations and foreign entities are speculative and
involve a high degree of risk. An investor could lose all or a substantial amount of his or her investment. Investments may be leveraged and performance may be volatile;
they may have high fees and expenses that reduce returns. Securities or legal entities mentioned in this document may not be suitable or appropriate for all investors.
Where this document refers to a particular tax treatment, the tax treatment will depend on each investor’s particular circumstances and may be subject to future change.
Each investor’s particular needs, investment objectives and financial situation were not taken into account in the preparation of this document and the material
contained herein. Each investor must make his or her own independent decisions and obtain their own independent advice regarding any information, projects, securities,
tax treatment or financial instruments mentioned herein. The fact that Hardman & Co has made available through this document various information constitutes neither
a recommendation to enter into a particular transaction nor a representation that any financial instrument is suitable or appropriate for you. Each investor should
consider whether an investment strategy of the purchase or sale of any product or security is appropriate for them in the light of their investment needs, objectives and
financial circumstances.

This document constitutes a financial promotion’ for the purposes of section 21 Financial Services and Markets Act 2000 (United Kingdom) (‘FSMA’) and accordingly
has been approved by Capital Markets Strategy Ltd which is authorised and regulated by the Financial Conduct Authority (FCA).

No part of this document may be reproduced, stored in a retrieval system or transmitted in any form or by any means, mechanical, photocopying, recording or otherwise,
without prior permission from Hardman & Co. By accepting this document, the recipient agrees to be bound by the limitations set out in this notice. This notice shall be
governed and construed in accordance with English law. Hardman Research Ltd, trading as Hardman & Co, is an appointed representative of Capital Markets Strategy
Ltd and is authorised and regulated by the FCA under registration number 60084.3. Hardman Research Ltd is registered at Companies House with number 8256259.

(Disclaimer Version 8 - Effective from August 2018)

Status of Hardman & Co’s research under MiFID Il

Some professional investors, who are subject to the new MiFID Il rules from 3rd January, may be unclear about the status of Hardman & Co research and, specifically,
whether it can be accepted without a commercial arrangement. Hardman & Co’s research is paid for by the companies, legal entities and issuers about which we write
and, as such, falls within the scope of ‘minor non-monetary benefits’, as defined in the Markets in Financial Instruments Directive I.

In particular, Article 12(3) of the Directive states: The following benefits shall qualify as acceptable minor non-monetary benefits only if they are: (b) ‘written material
from a third party that is commissioned and paid for by a corporate issuer or potential issuer to promote a new issuance by the company, or where the third party firm is
contractually engaged and paid by the issuer to produce such material on an ongoing basis, provided that the relationship is clearly disclosed in the material and that the
material is made available at the same time to any investment firms wishing to receive it or to the general public...”

The fact that Hardman & Co is commissioned to write the research is disclosed in the disclaimer, and the research is widely available.

The full detail is on page 26 of the full directive, which can be accessed here: http://ec.europa.eu/finance/docs/level-2-measures/mifid-delegated-regulation-2016-
2031.pdf

In addition, it should be noted that MiFID II's main aim is to ensure transparency in the relationship between fund managers and brokers/suppliers, and eliminate what
is termed ‘inducement’, whereby free research is provided to fund managers to encourage them to deal with the broker. Hardman & Co is not inducing the reader of our
research to trade through us, since we do not deal in any security or legal entity.
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