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All systems go

SHC has received unconditional approval from the FDA to commence a
pivotal trial for its flagship C-Pulse® Heart Assist System. A 388
patient pivotal trial in North America will commence in the 4QCY12,
Enrolment will take approximately 2.5 years and the recent raising
will ensure that trial is adequately funded over the next 12 to 18

months.

The C- Pulse System has the potential
to treat patients suffering from Class
111 and ambulatory Class IV heart
failure. The trial design will consist of
388-patients of which half will be
implanted with the C-Pulse System.
The other half will be randomized to
optimal medical therapy across 30-40
clinical sites. SHC expects to receive
revenues from trial sites for device
implants as the FDA has granted CMS
Category B3 status. Because of this
designation, it is also anticipated that
participating trial centres will be
reimbursed by CMS and most private
insurance providers. It is estimated
that enrolment in the pivotal trial will
take approximately 2.5 years. The
primary endpoint of the trial will be
reduction in worsening heart failure
events leading to hospitalization,
advanced heart failure therapies and
heart failure related mortality. A one
year safety follow-up is expected.

No changes to forecasts »
We have made no changes to our
forecast and as a result our DCF
valuation of A$0.08 and price target
of A$0.07 remain unchanged. As at
30 September the cash position was
sound at US$17.4m. The key
downside risk to our price target
revolves around possible delays in the
recruitment of the pivotal trial.

Key catalyst to watch »

The key milestone to watch in the
near term is the start of the US
pivotal trial in 4QCY12. We are also
watching the competitive landscape
and note recently that Heartware
(HIN) received FDA approval for
their Class IV heart assist device in
the Bridge to Transplant indication.
We view this as a positive
development as it hiegthens investor
interest in the heart failure market.
We have maintained an outperform
recommendation for investors with a
longer term view.

Milestone Table
Event

FDA Feasihility Trial - Finish recruitment

FDA Feasibility Trial - 6mth Follow Up
CE Mark approval

FDA approval to commence pivotal trial

Initiate pivotal trial

FDA Pivotal Trial Complete
Pivotal Trial Follow Up
PMA application

Timing Impact
Achieved Positive
Achieved Positive
Achieved Positive
Achieved Positive
2HCY12 Positive
2HCY15 Positive
2HCY16 Positive
2HCY16 Positive

SOURCE: CIMB, COMPANY REPORTS

Important disclosures regarding companies that are the subject of this report and an explanation of recommendations and volatility can be found at the end of this document.
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AFRS AFRS AFRS AFRS AFRS
Income statement 2010A 2011A 012F 2013F 2014F
Divisional sales 04 00 0.0 32 71
Total revenue 04 00 0.0 32 71
EBITDA -84 -166 -13.3 -154 -13.1
Asscciate income 00 00 0.0 0.0 0.0
Depreciation 00 00 01 01 01
EBITA -84 -166 -134 -155 -132
Amortisationimpaiment 00 00 0.0 0.0 0.0
BBIT -84 -166 -134 -155 -13.2
EBIT(indl assodiate profit) -84 -166 -13.4 -155 132
Netirterest expense -02 -03 04 08 01
Pre-tax profit -83 -164 -13.0 -14.7 -13.3
Income tax expense -07 -01 0.7 0.0 03
Alfter-tax profit -76 -162 -13.7 -14.7 -13.0
Mnority interests 00 00 0.0 0.0 0.0
NPAT -76 -162 -13.7 -14.7 -13.0
Sgnificant items 00 00 0.0 0.0 0.0
NPAT post abnormals -76 -162 -13.7 -14.7 -13.0
Cash flow statement 2010A 2011A 012F 01F 2014F
EBITDA -84 -166 -133 -154 -13.1
Change in working capital 04 31 08 0.3 08
Netinterest (pdyrec 02 03 04 08 01
Taxes paid 07 01 0.7 0.0 03
Other oper cash itens 00 00 0.0 0.0 0.0
Cashflowfram ops (1) 72 -131 144 -149 137
Capex (2) 00 05 00 01 01
Disposals/(acquisitions) 00 00 0.0 0.0 0.0
Other investing cash flow 00 00 0.0 0.0 0.0
Cash flowfram invest (3) 00 05 00 0.1 01
Incr/(decr) in equity 119 76 27 00 15.0
Incr/(decr) in debt 00 00 0.0 0.0 0.0
Ordinary dividend paid 00 00 00 0.0 0.0
Preferred dividends (4) 00 00 00 0.0 0.0
Other financing cash flov 06 01 0.0 0.0 0.0
Cash flowfram fin (5) 125 78 217 0.0 15.0
Forexand disc ops (6) 00 00 00 00 00
Inc/(decr) cash (1+3+5+6) 00 00 00 0.0 00
Exquity FOF (1+2+4) 72 -135 -14.4 -150 138
Balance sheet 2010A 2011A 012F 01F 2014F
Cash & deposits 124 6.6 138 -1.2 0.1
Trade debtors 02 00 0.0 03 0.6
Invertory 00 00 0.0 0.5 11
Investments 00 00 0.0 0.0 0.0
Goodwill 00 00 0.0 0.0 0.0
Other intangible assets 00 00 0.0 0.0 0.0
Fixed assets 01 05 05 0.5 05
Other assets 02 03 03 03 03
Totd assets 129 74 146 0.4 25
Short-term borrowings 00 00 0.0 0.0 0.0
Trade payables 07 19 11 15 17
Long-term barrowings 00 00 0.0 0.0 0.0
Provisions 00 00 0.0 0.0 0.0
Other ligbilities 01 10 10 10 10
Totd liabilities 08 28 21 25 26
Share capital 60.1 687 76.6 61.9 63.9
Other reserves 10 11 11 11 11
Retained eamings -490 -65.2 -65.2 -66.2 65.2
Other equity 00 00 00 0.0 0.0
Total equity 121 46 126 21 01
Minority interest 00 00 0.0 0.0 0.0
Total shareholders' equity 121 46 126 21 01
Total ligbilities & SE 129 74 146 0.4 25

Closing price (A9 0033 Price target (A9 007
Valuation metrics
Preferred methadology DCF Val'n (A$) $.08
DCF valuation inputs
RF 5.25% 10-year rate 525%
RmRf 6.00% Margin 2.0%
Beta 180 Kd 16.05%
CAPM (Rf+Beta(RT-R) 161% Ke 16.1%
E/EVKeDEV:KA(1-) NPV cash flow (A$m) 1710
Equity (E/EV) 100.0% Minarity interest (ASm) 0.0
Debt (D/EV) 0.0% Net debt (ASim) 23
Interest rate 16.06% Investments (A%m) 0.0
Taxrate (t) 30.0% Equity market velue (A$m 1734
WACC 16.1% Diluted o, of shares (m) 21659
DCFvaluation $.08
Multiples 2010A 2011A 2012F 2013F
Enterprise value (ASm) 695 59.1 649 5.6
EV/Sdes () m ra  #DIVO! 178
EV/EBITDA (X) -82 -36 -49 37
EV/EBIT () 82 -36 -48 3.7
PE (pre-goodil) () 23 24 44 41
At target price 2010A 2011A 2012F 2013F
EVIEBITDA (X) -180 -90 -102 73
PE (pre-goodwill) () -49 52 93 87
Comparable company data (x) 2010A 2011A 2012F 2013F
Acrux
EVIEBITDA 93 59 1301 *.8
EV/IBBIT 94 61 1438 3.7
PE 112 92 710 5.8
ImpediMed
EVEEBITDA -12 -10 -15 23
EV/IBBIT -11 -10 -14 22
PE na na ra na
Per share data 2010A 2011A 2012F 2013F
No. shares 5369 12039 18239 1823.9
EPS (cps) -14 -13 -08 08
EPS (normlised) (¢) BV 13 -08 08
Dividend per shere () 00 00 00 00
Dividend payout ratio (%) 00% 00% 00% 0.0%
Dividend yield (%) 00% 00% 00% 0.0%
Growth ratios 2010A 2011A 2012F 2013F
Sales growth 2037%  -100.0% #DIV/O! #DIVIO!
Operating cost growth 39%  -87.6% 195%  -40.1%
EBITDAgronth 01% 97.2% 191% -15.6%
EBITA gowth 01% 97.2% 191% -15.6%
EBIT growth 01% 97.2% 191% -15.6%
NPAT gronth 67%  -1136% 154% -7.0%
Pre-goodwill NPAT gronth 67%  -1136% 154% -7.0%
Pre-goodwill EPS growth 182% 908%  10761% -A.P%
Normalised EPS growth 182% 908%  10761% -A.P%
Operating performance 2010A 2011A 2012F 2013F
Asset tumover (%) 13 00 00 10.8
EBITDAMargin (%) a ma  #DIVO! 47.1
EBIT margin (%) na na  #DIVIO! 47P.3
Net profit margin (%) na na  #DIVIO! -453.3
Retum on net assets (%) 69.7 -3612 -1069 7317
Net debt (A$m) -124 -66 -138 12
Net debt/ecity (%) 1022 -1428 1101 3
Net interest/EBIT cover (X) 56.1 661 341 -18.7
ROIC (%) n -135 -142 -158
Internal liquidity 2010A 2011A 2012F 2013F
Curentratio (X) 152 23 67 05
Receivebles turnover (X) na 00 #DIVIO! 243
Payables tumover (X) 170 130 90 14.2

SOURCE: CIMB, COMPANY REP

PRTS
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QUEENSLAND PARRAMATTA (02) 9615 4500

BRISBANE (07) 3334 4888 PORT MACQUARIE (02) 6583 1735

BUNDABERG (07) 4153 1050 SCONE (02) 6544 3144

CAIRNS (07) 4222 0555 SYDNEY - LEVEL 9 (02) 8215 5000

CALOUNDRA (07) 5491 5422 SYDNEY - LEVEL 33 (02) 8216 5111

CAPALABA (07) 3245 5466 SYDNEY - MACQUARIE STREET (02) 9125 1788

CHERMSIDE (07) 3350 9000 SYDNEY - REYNOLDS EQUITIES (02) 9373 4452

EDWARD STREET (07) 3121 5677 WOLLONGONG (02) 4227 3022

EMERALD (07) 4988 2777

GLADSTONE (07) 4972 8000 ACT

GOLD COAST (07) 5581 5777 CANBERRA (02) 6232 4999

IPSWICH (07) 3202 3995

MACKAY (07) 4957 3033 VICTORIA

MILTON (07) 3114 8600 MELBOURNE (03) 9947 4111

NOOSA (07) 5449 9511 BRIGHTON (03) 9519 3555

REDCLIFFE (07) 3897 3999 CAMBERWELL (03) 9813 2945

ROCKHAMPTON (07) 4922 5855 CARLTON (03) 9066 3200

SPRING HILL (07) 3833 9333 FARRER HOUSE (03) 8644 5488

SUNSHINE COAST (07) 5479 2757 GEELONG (03) 5222 5128

TOOWOOMBA (07) 4639 1277 RICHMOND (03) 9916 4000

TOWNSVILLE (07) 4725 5787 SOUTH YARRA (03) 9098 8511

YEPPOON (07) 4939 3021 TRARALGON (03) 5176 6055
WARRNAMBOOL (03) 5559 1500

NEW SOUTH WALES

SYDNEY (02) 8215 5055 WESTERN AUSTRALIA

ARMIDALE (02) 6770 3300 PERTH (08) 6462 1999

BALLINA (02) 6686 4144

BALMAIN (02) 8755 3333 SOUTH AUSTRAL IA

CHATSWOOD (02) 8116 1700 ADELAIDE (08) 8464 5000

COFFS HARBOUR (02) 6651 5700 NORWOOD (08) 8461 2800

GOSFORD (02) 4325 0884

HURSTVILLE (02) 9570 5755 NORTHERN TERRITORY

MERIMBULA (02) 6495 2869 DARWIN (08) 8981 9555

NEUTRAL BAY (02) 8969 7500

NEWCASTLE (02) 4926 4044 TASMANIA

NEWPORT (02) 9998 4200 HOBART (03) 6236 9000

ORANGE (02) 5310 2111

DISCLAIMER - RBS MORGANS LIMITED

The information contained in this report is general advice only, and is made without consideration of an individual’s relevant personal circumstances. RBS Morgans
Limited ABN 49 010 669 726, its related bodies corporate, directors and officers, employees, authorised representatives and agents (“RBS Morgans™) do not accept any
liability for the results of any actions 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 RBS 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 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 RBS Morgans. While this report is based on information from sources which RBS
Morgans believes are reliable, itsaccuracy and completeness cannot be guaranteed. Any opinions expressed reflect RBS Morgans judgement at this date and are subject
to change. RBS 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

RBS Morgans may from time to time hold an interest in any security referred toin this reportand may, as principal or agent, sell such interests. RBS Morgans may
previously have acted as manager or co-manager of a public offering of any such securities. RBS Morgans' affiliates may provide or have provided banking services or
corporate finance to the companies referred to in the report. The knowledge of affiliates conceming such services may not be reflected in this report. RBS Morgans
advise 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 our Authorised Representatives may be remunerated wholly or partly by way of commission.

RECOMMENDATION STRUCTURE
For a full explanation of the recommendation structure, refer to our website at https://www.rbsmorgans.com/research_disclaimer.
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