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Favourable Terms For CN

PAR has secured a US$27m (A$41.2m) convertible note with specialist US investor
Obsidian Global Partners. The funds will be used to execute on enrolments for the first
of the global phase 3 clinical trials of iPPS in the treatment of knee osteoarthritis.

We consider the attraction of the CN is the validation of the scientific data provided by
PAR in order to secure the investment by this 375highly regarded and astute investor.
Obsidian conducted extensive due diligence on their investment over many months.

Secondly, the terms were highly attractive with no coupon over the life of the notes and
conversion of the first tranche at A$0.75 — well ahead of the current share price. The
funding allows PAR to complete enrolment of all 466 trial participants and deliver the
interim analysis on the first patient group. The interim analysis will consider effect size
between the two patient randomised cohorts and is a considered a meaningful
indicator of likely future outcome.

Investment View: Retain Buy (Spec) Valuation $0.73

Our previous valuation was $0.80. Since our last research the company has restricted
cash burn and we now expect it will finish FY25 with cash of approximately $21m
(before the CN). We expect the funding announced today extends the cash runway to
May/June 2026 following which additional capital is likely to be required.

The interim data announcement due in 1H26 is now the major catalyst for the stock
with a positive readout likely to attract interest from pharma partners seeking to de-risk
a potential investment into what we believe may be one of the largest pharma markets
on offer. The search for a safe, well tolerated and effective non opioid pain relief for
osteo arthritis represents one of the Holy Grails for modern medicine along with a cure
for cancer and a treatment dementia.

We retain our Speculative Buy rating. Changes to earnings are significant in FY25,
however, largely unchanged in FY26/27.

Earnings Forecast

June Year End FY24 FY25e FY26e FY27e
$1.40
Revenues 0.0 3.0 0.0 0.0
$1.20 \_ 7 EBITDA $
m -58.6 -11.7 -56.0 -76.0
$1.00 ,i- v NPAT (underlying) $m -58.6 -11.2 -55.5 -75.5
$0.80 NPAT (reported) $m -58.6 -11.2 -55.5 -75.5
$0.60 EPS underlying (cps) -16.3 -2.8 -12.4 -12.6
EPS growth % na nm nm nm
$0.40 growih %
PER (x) nm nm nm nm
$0.20 .
FCF yield (%) nm nm nm nm
$0.00 — T T T T 1 EV/EBITDA (x) nm nm nm nm
Jul Oct Jan Apr Jul Oct Jan Apr -
23 23 24 24 24 24 25 25 Dividend (cps)
—PAR S&P 300 Rebased Franking 0% 0% 0% 0%
Yield % 0.0% 0.0% 0.0% 0.0%
ROE % na na na na
SOURCE: IRESS SOURCE: BELL POTTER SECURITIES ESTIMATES
BELL POTTER SECURITIES LIMITED DISCLAIMER:

ABN 25006 390 772
AFSL 243480
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New Funding Package

PAR has secured a US$27m (A$41.2m) convertible note with specialist US investor
Obsidian Global Partners. The funds will be used to execute on enrolments for the first of
the global phase 3 clinical trials of iPPS in the treatment of knee osteoarthritis.

e The funding allows PAR to complete enrolment of all 466 trial participants and
deliver the interim analysis on the first 50%. The interim analysis is expected in
mid CY2026 and will represent a pivotal moment.

e The interim analysis is conducted at day 112 and will include an assessment of
‘effect size’ on pain reduction, rather than a full statistical analysis.

Beyond CY26, the terms of the CN appear highly flexible with multiple other avenues
remaining available for the company to secure further funding.

Obsidian conducted extensive due diligence on their investment over many months which
we regard as a validation of the scientific rigor of the data provided by PAR.

UPDATE FROM THE CLINIC

PAR_OA 012 is the first of two phase 3 trials expected to support approval of Zilosul
(iPPS) for the treatment of moderate to severe osteoarthritis of the knee. The trial is a
randomised (1:1), double blind, placebo controlled phase 3 enrolling ~466 patients.

65 sites (10 Australia, 55 USA) have been selected for recruitment with the company
cherry picking the highest performing trial sites amongst those involved in earlier studies
(specifically PAR_OA_002). The company expects to have all 466 patients enrolled by end
1H26 with reporting of interim analysis on the first 233 patients in mid CY26.

ENROLMENT TIMETABLE AND REPORTING

Australia - First patients have signed consents and are expected to be dosed in the coming
days.

United States - Screening of patients has now commenced at multiple US sites, with first
randomisation and dosing anticipated in the coming weeks.

There are 65 sites enrolling:

e At the rate of just 1 participant per month per site, the trial has the potential to
recruit rapidly.

e Even at this modest rate, the first 230 patients should be enrolled in 4 months
(say 31 October) with the last of these receiving a final dose at day 39 (say
December 10, 2025) with interim analysis at day 112 — perhaps late Feb 2026.

e Based on this, there is significant slippage time built into the company’s estimate
for a mid year (2026) read out for the interim analysis on the first 233 patients.

The enrolment rate suggested here implies all 466 patients could be enrolled in ~8 months
which is in line with the company’s expectation to complete enrolment by end of 1H26.

Headline data on the day 112 primary endpoint of the trial could reasonably be ready in 2H
CY26, however, the company is yet to announce its strategy around the release of that
data.

The primary end point is day 112 with end of study at day 404. At this time we expect the
trial would conclude in 2Q CY27. The confirmatory study is also expected to commence
following interim data in mid CY26, hence plenty to consider.

BELL POTTER
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EFFECT SIZE

The interim analysis is expected to include an estimate of effect size only. Interim analysis
is normally limited to futility with no reporting of efficacy so as to avoid bias amongst future
trial participants. Effect size is not the same as statistical significance, however, a large
effect size is a marker for a successful trial outcome.

In clinical trials, effect size refers to a quantitative measure of the magnitude of the
difference or relationship between the active group and the placebo group. It helps
determine how meaningful or practically significant the results are, beyond just whether
they are statistically significant.

The larger the effect size, the smaller the sample size required to achieve statistical
significance. A highly meaningful effect size (measured in cohen’s d) of >0.50 would be a
good sign.

Clinical trial enrolment numbers are determined by an expected effect size which is
assessed based on data from previous studies. When reporting the effect size the
company is likely to state whether the effect size is in line or above/below the parameters
included in the trial design.

Effect size is also important for commercial purposes. In practical terms, the greater the
pain relief and function improvement, the more the developer can charge for the drug. In
the US where drug prices are typically determined based on a detailed health economics
(shorter hospital stays, reduced admissions, productivity at work etc) a drug that is safe
and also highly effective is a highly valuable commodity.

Key Terms on US$27m Convertible Note
Face Value: $1.09 per note;

Coupon: — nil, no interest payable;

Maturity: — 24 months from purchase date;

Conversion Terms

Fixed Conversion Price:

e Fixed conversion on first tranche at A$0.75 and 150% of 5 day VWAP for
later tranches

Variable Conversion Price

o Lesser of 94% of lowest 5 VWAPs (20 day period) or fixed conversion price
Default Conversion Price

e Lesser of 85% of lowest 10 day VWAP or fixed conversion price.

Other the first tranche where the conversion price is fixed, the conversion price is linked to
the share price on the day.

The first conversion is July 2027 — well and truly after the interim readout in mid 2026 and
also comfortably after the expected time frame for a headline data readout from
PAR_OA 012.

Figure 1 - Summary of changes to earnings

2025 2026 2027
New Old % change New Old % change New Old % change

Revenues 3.0 3.0 na 0.0 0.0 na 0.0 0.0 na
EBITDA -11.7 -48.5 315% -56.0 -66.0 18% -76.0 -85.5 13%
NPAT -11.2 -48.0 329% -55.5 -65.5 18% -75.5 -85.5 13%
EPS -2.8 -7.1 152% -12.4 -9.7 -22% -12.6 -10.3 -18%
SOURCE: BELL POTTER SECURITIES ESTIMATES
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Our previous valuation was $0.80. Since our last research note the company has restricted
its cash burn and we now expect it will finish the year with cash of approximately $21m.

We expect the funding announced today extends the cash runway to May/June 2026
following which additional capital is likely to be required.

Following expected dilution from the conversion of the CN announced today, the valuation
is amended to $0.73. First commercial revenues not expected before at least CY28, noting
that two phase trials are generally required for approval. Accelerated Approval based on
the results from a single phase 3 trial followed by a confirmatory study are also a
possibility, however, the data from the first trial would need to be overwhelmingly in favour
of approval both from a safety and efficacy perspective — i.e. highly statistically significant.

The interim data announcement is now the major catalyst for the stock with a positive
readout likely to attract interest from pharma partners seeking to de-risk a potential
investment into what we believe may be one of the largest pharma markets on offer.

BELL POTTER
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Paradigm Biopharmaceuticals

Paradigm Biopharmaceuticals is an Australia biotechnology company focused on
repurposing Pentosan Polysulfate Sodium (PPS) for the treatment of Osteoarthritis (OA) in
the knee. If approved the drug will have the brand name Zilosul.

The global market for a safe, effective treatment that provides superior patient outcomes
compared to the standard of care is a multiple blockbuster. The recently completed phase
Il study produced some highly encouraging results that are worthy of further clinical trials.

In the US along the incidence of moderate to severe osteoarthritis is estimated at 30m
persons. The pricing of the drug will ultimately be determined by the economic benefit
associated with its use as well as the cost of other therapies. The conservative estimate is
US$2,500 per year which places the addressable market in the tens of billions of US$.

Within the FDA’s Centre for Drug Evaluation and Research (CDER), it is the office of
Neuroscience — Division of Anaesthesiology, Addiction Medicine, and Pain Medicine that is
(DAAP) that is responsible the review of iPPS.

PATHWAY TO APPROVAL

The IND for Zilosul was opened in November 2024. PAR will enrol 2 phase 3 trial involving
~1,000 patients in total with a primary endpoint of pain reduction at day 112.

ADJACENT INDICATIONS

The second indication for PPS is mucopolysaccharidoses (MPS), a group of inherited
lysosomal storage disorders. A key unmet medical need in this class of inherited disease is
the lack of treatment of joint pain and dysfunction akin to osteoarthritis, hence the
applicability of iPPS in treating these rare joint diseases. MPS is classified as an Orphan
Indication/Designation in the US/EU and provides Paradigm the opportunity to serve a
US$1.4bn p.a. market that is in desperate need of new cost-effective treatments.

KEY RISK AREAS

Regulatory Pathway - PAR is seeking registration for iPPS under the 505(b)2 regulatory
pathway. The pathway is designed specifically for repurposed drugs including changes in
dose form, strength, route of administration, formulation, dosing regimen or indication. This
proposed repurposing of PPS has some rare characteristics.

While the drug has been approved for years as an oral format and there is ample safety
data, the proposed format, the dose and the indication (being OA) are all new.

There is also the issue of the opioid crisis. PPS is a non steroid, non opioid, non addictive
substance that has been shown to have a significant impact of pain levels associated with
OA. It may help to reduce the accidental deaths from opioid overdose.

PAR will present a comprehensive set of safety data from the recent Phase |l trial together
with data from subjects treated in the compassionate use program and two phase 3 trials,
thus representing a safety set of ~1,000 subjects. The evidence of treatment will be
established from two adequate and well controlled studies and further supported by the
phases 2 data set.

Intellectual Property

The company has several patents over the formulation and dosing on iPPS for the
treatment of OA. The validity of these patents is highly likely to be challenged at some
point, especially if the drug is a commercial success.

The company has an exclusive supply contract with Bene Pharmaceuticals (Bene). We
understand the exclusivity applies to human use only (excludes veterinary use). Bene
holds the only drug Masterfile with the FDA to manufacture PPS. This supply contract

BELL POTTER
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represents a crucial piece of the company’s value as it effectively prevents or delays the
creation of generics.

We are not aware of the contractual conditions that may lead to a termination of this
contract (if any).

We understand there are some other manufacturers of PPS, however, these products are
not registered for human use and may not be referenced in any application for registration
for human use. We understand the primary use of these products is veterinary.

Clinical Risk

The efficacy of iPPS has not been validated in a large, multicentre, randomised, controlled
clinical trial. There is no guarantee that the results from earlier studies will be repeated in a
larger phase Il study.

Commercial Validation

Our valuation makes assumptions regarding selling price and volume in relation to future
revenues from the sale of iPPS. In order for physicians to prescribe the drug and for payers
to offer reimbursement, the clinical trials will need to demonstrate clinically significant
improvement over the standard of care i.e. meaningful improvement in patient quality of life
for pain reduction, side effect management and mobility amongst others. Early indicators
based on the data from the phase Il study are encouraging.

Going Concern Risk

The company is not funded to complete the phase 3 clinical program. While PAR has
several funding options available including partnerships with large pharma partners and
raising further capital from shareholders, there are no guarantees that either of these will
provide the capital required in order to obtain an approval for iPPS and begin generating
revenues. Accordingly there is considerable risk that the company will remain a going
concern.

BELL POTTER
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Biopharmaceuticals
as at 1 July 2025

Table 1 - Financial summary

Profit & Loss (A$m) FY24  FY25e FY26e FY27e Last sale 01/07/2025 0.375

Year Ending June Recommendation Buy (Spec)

Risk adjusted revenues - - 3.0 - - Issued Capital 3894

COGS (Bene Royalty expense) - - - - - Market Cap 146.0

Gross profit 0.0 0.0 3.0 0.0 0.0

GP margin na 0% 0% 0% 0% Valuation Ratios (A$m) FY23 FY24 FY25e FY26e FY27e

R&D incentive 7.0 6.5 6.3 10.0 - Reported EPS (cps) -184 -16.3 -2.8 -124 -126

Other expenses including R&D -60.3 -65.1 -21.0 -66.0 -76.0 Normalised EPS (cps) -184 -16.3 28 -124 -126

EBITDA -53.3 -58.6 -11.7 -56.0 -76.0 EPS grow th (%) na na nm nm nm

Depreciation - - - - - PE(x) nm nm nm nm nm

Amortisation - - - - - EV/EBITDA (x) nm nm nm nm nm

EBIT -53.3 -58.6 -11.7 -56.0 -76.0  EVIEBIT (x) nm nm nm nm -1.6

Finance income 14 - 0.5 0.5 0.5

Pre tax profit -51.9 -58.6 -11.2 -55.5 755  NTA (cps) 18.0 5.9 6.3 -25 -45

Tax expense - - - - - PINTA (x) 0.0 0.1 0.1 -0.2 0.1

NPAT- reported -51.9 -58.6 -11.2 -55.5 =755 Book Value (cps) 19.1 6.8 741 -18 -4.0
Price/Book (x) 0.0 0.1 0.1 -0.2 0.1

Cashflow (A$m) FY23 FY24  FY25e FY26e FY27e

Gross cashflow -46.1 -66.9 117 -50.9 -76.0 DPS (cps) - - - - -

Net interest 0.9 1.0 0.5 05 05 Payout ratio % 0% 0% 0% 0% 0%

Tax paid 0.0 0.0 0.0 0.0 0.0  Dividend Yield % 0.0% 0.0% 0.0% 0.0% 0.0%

Operating cash flow -452 -65.9 -11.2 -50.4 -75.5 Franking % 0% 0% 0% 0% 0%

Maintenance capex 0.0 0.0 0.0 0.0 0.0 FCF yield % nm nm nm nm nm

Capitalised clinical trial spend 0.0 0.0 0.0 0.0 0.0

Free cash flow -45.2 -65.9 -11.2 -50.4 =755 Net debt/Equity 0% 0% 0% -113% -104%

Business acquistions 0.0 0.0 0.0 0.0 0.0 Net debt/Assets 0% 0% 0% 25% 116%

Proceeds fromissuance 62.2 283 15.0 20.0 60.0 Gearing netcash netcash  netcash 877% 2378%

Movement in debt 0.0 -0.1 0.0 410 0.0 Net debt/EBITDA (x) nfa nfa n/a n/a nfa

Dividends paid 0.3 0.0 0.0 0.0 0.0 Interest cover (x) n/a nfa nla n/a n/a

Change in cash held 17.3 (37.7) 38 10.6 (15.5)

Cash at beginning of period 39.7 56.3 17.8 216 322

Cash at year end 56.3 17.8 21.6 32.2 16.7

Balance Sheet (A$m) FY23 FY24  FY25e FY26e FY27e

Cash 56.3 178 21.6 322 16.7

Receivables 6.8 51 5.1 - -

Other current assets 0.7 1.3 1.3 1.3 1.3

Intangibles 3.0 3.0 3.0 3.0 3.0

Other 0.3 0.2 0.2 0.2 0.2

Total assets 67.1 273 3141 36.6 211

Trade payables 122 2.8 28 2.8 28

Debt (leases) 0.3 0.2 0.2 412 412

Other provisions 0.9 0.6 0.6 0.6 0.6

Total Liabilities 13.4 36 3.6 44.6 446

Net Assets 53.7 237 215 -8.0 -23.5

Share capital 209.9 238.1 253.1 2731 3331

Retained earnings (163.6)  (220.8)  (232.0) (287.5)  (363.0)

Reserves 74 6.4 6.4 6.4 6.4

Shareholders Equity 53.7 23.7 2715 -8.0 -235

SOURCE: BELL POTTER SECURITIES ESTIMATES
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For Bell Potter Securities’ Research Coverage Decision Making Process and Research Independence Policy please refer to our
company website: https://bellpotter.com.au/research-independence-policy/.

Authoring Research Analyst’s Certification

The Authoring Research Analyst is responsible for the content of this Research Report, and, certifies that with respect to each security
that the Analyst covered in this Report (1) all the views expressed accurately reflect the Analyst’s personal views about those securities
and were prepared in an independent manner and (2) no part of the Analyst’'s compensation was, is or will be, directly or indirectly,
related to specific recommendations or views expressed by that Research Analyst in the Research Report.

Research Analyst’s Compensation

Research Analyst's compensation is determined by Bell Potter Securities Research Management and Bell Potter Securities’ Senior
Management and is based upon activities and services intended to benefit the investor clients of Bell Potter Securities Ltd.
Compensation is not linked to specific transactions or recommendations. Like all Company employees Research Analysts receive
compensation that is impacted by overall Company profitability.

Prices

The Price appearing in the Recommendation panel on page 1 of the Research Report is the Closing Price on the Date of the Research
Report (appearing in the top right hand corner of page 1 of the Research Report), unless a before midday (am) time appears below the
Date of the Research Report in which case the Price appearing in the Recommendation panel will be the Closing Price on the business
day prior to the Date of the Research Report.

Availability

The completion and first dissemination of a Recommendation made within a Research Report are shortly after the close of the Market
on the Date of the Research Report, unless a before midday (am) time appears below the Date of the Research Report in which case
the Research Report will be completed and first disseminated shortly after that am time.

Disclosure of Interest

Disclosure: Bell Potter Securities acted as lead manager of the company's $16m placement in December 2024 and received fees for
that service.

Dissemination

Bell Potter generally disseminates its Research to the Company’s Institutional and Private Clients via both proprietary and non-
proprietary electronic distribution platforms. Certain Research may be disseminated only via the Company’s proprietary distribution
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platforms; however such Research will not contain changes to earnings forecasts, target price, investment or risk rating or investment
thesis or be otherwise inconsistent with the Author’'s previously published Research. Certain Research is made available only to
institutional investors to satisfy regulatory requirements. Individual Bell Potter Research Analysts may also opt to circulate published
Research to one or more Clients by email; such email distribution is discretionary and is done only after the Research has been
disseminated.

The level and types of service provided by Bell Potter Research Analysts to Clients may vary depending on various factors such as the
Client’s individual preferences as to frequency and manner of receiving communications from Analysts, the Client’s risk profile and
investment focus and perspective (e.g. market-wide, sector specific long term and short term etc.) the size and scope of the overall Client
relationship with the Company and legal and regulatory constraints.

Disclaimers
This Research Report is a private communication to Clients and is not intended for public circulation or for the use of any third party,
without the prior written approval of Bell Potter Securities Limited.
The Research Report is for informational purposes only and is not intended as an offer or solicitation for the purpose of sale of a security.
Any decision to purchase securities mentioned in the Report must take into account existing public information on such security or any
registered prospectus.
This is general investment advice only and does not constitute personal advice to any person. Because this Research Report has been
prepared without consideration of any specific client’s financial situation, particular needs and investment objectives (‘relevant personal
circumstances’), a Bell Potter Securities Limited Broker (or the financial services licensee, or the representative of such licensee, who has
provided you with this report by arrangement with Bell Potter Securities Limited) should be made aware of your relevant personal
circumstances and consulted before any investment decision is made on the basis of this Research Report.
While this Research Report is based on information from sources which are considered reliable, Bell Potter Securities Limited has not
verified independently the information contained in this document and Bell Potter Securities Limited and its directors, employees and
consultants do not represent, warrant or guarantee expressly or impliedly, that the information contained in this Research Report is
complete or accurate.
Nor does Bell Potter Securities Limited accept any responsibility for updating any advice, views, opinions or recommendations contained in
this Research Report or for correcting any error or omission which may have become apparent after the Research Report has been issued.
Bell Potter Securities Research Department has received assistance from the Company referred to in this Research Report including but
not limited to discussions with management of the Company. Bell Potter Securities Policy prohibits Research Analysts sending draft
Recommendations, Valuations and Price Targets to subject companies. However, it should be presumed that the Author of the Research
Report has had discussions with the subject Company to ensure factual accuracy prior to publication.
All opinions, projections and estimates constitute the judgement of the Author as of the Date of the Research Report and these, plus any
other information contained in the Research Report, are subject to change without notice. Prices and availability of financial instruments
also are subject to change without notice.
Notwithstanding other departments within Bell Potter Securities Limited advising the subject Company, information obtained in such role is
not used in the preparation of the Research Report.
Although Bell Potter Research does not set a predetermined frequency for publication, if the Research Report is a fundamental equity
research report it is the intention of Bell Potter Research to provide research coverage of the covered issuers, including in response to
news affecting the issuer. For non-fundamental Research Reports, Bell Potter Research may not provide regular updates to the views,
recommendations and facts included in the reports.
Notwithstanding that Bell Potter maintains coverage on, makes recommendations concerning or discusses issuers, Bell Potter Research
may be periodically restricted from referencing certain Issuers due to legal or policy reasons. Where the component of a published trade
idea is subject to a restriction, the trade idea will be removed from any list of open trade ideas included in the Research Report. Upon lifting
of the restriction, the trade idea will either be re-instated in the open trade ideas list if the Analyst continues to support it or it will be officially
closed.
Bell Potter Research may provide different research products and services to different classes of clients (for example based upon long-
term or short term investment horizons) that may lead to differing conclusions or recommendations that could impact the price of a security
contrary to the recommendations in the alternative Research Report, provided each is consistent with the rating system for each respective
Research Report.
Except in so far as liability under any statute cannot be excluded, Bell Potter Securities Limited and its directors, employees and
consultants do not accept any liability (whether arising in contract, in tort or negligence or otherwise) for any error or omission in the
document or for any resulting loss or damage (whether direct, indirect, consequential or otherwise) suffered by the recipient of the
document or any other person.
In the USA and the UK this Research Report is only for institutional investors. It is not for release, publication or distribution in whole or in
part in the two specified countries. In Hong Kong this Research Report is being distributed by Bell Potter Securities (HK) Limited which is
licensed and regulated by the Securities and Futures Commission, Hong Kong. In the United States this Research Report is being
distributed by Bell Potter Securities (US) LLC which is a registered broker-dealer and member of FINRA. Any person receiving this
Research Report from Bell Potter Securities (US) LLC and wishing to transact in any security described herein should do so with Bell Potter
Securities (US) LLC.

Biotechnology Risk Warning

The fact that the intellectual property base of a typical biotechnology company lies in science not generally regarded as accessible to the
layman adds further to the riskiness with which biotechnology investments ought to be regarded. Clinical and regulatory risks are inherent in
biotechnology stocks. Biotechnology developers usually seek U.S. FDA approval for their technology which is a long and arduous three phase
process to prove the safety, effectiveness and appropriate application or use of the developed drug and even after approval a drug can be the
subject of an FDA investigation of subsequently discovered possible links between the drug and other diseases not previously diagnosed.
Furthermore, the Australian exchange listed biotechnology sector is subject to influence by the global biotechnology sector, particularly that in
the USA. Consequently, Australian exchange listed biotechnology stocks can experience sharp movements, both upwards and downwards, in
both valuations and share prices, as a result of a re-rating of the sector both globally and in the USA, in particular. Investors are advised to be
cognisant of these risks before buying such a stock.
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