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Satellos Bioscience Inc. (OTCQB: MSCLF)
Mﬁlci:oLnF' Raises Gross Proceeds of $55 OUTLOOK
On May 17, 2023, Satellos Biosciences Inc. (MSCLF)
announced the closing of an equity offering in which it
issued 110 million securities for gross proceeds of $55
million. Subscribers either purchased common shares
(70,297,220) at $0.50 per share or pre-funded common
Based on our probability adjusted DCF model that share purchase warrants (39,702,780) for $0.49999 per
takes into account potential future revenues in DMD, pre-funded common share purchase warrant. The offering
MSCLF is valued at $0.70/share. This model is highly included participation from the following funds: Avidity
dependent upon continued success of the development Partners, Qiming Venture Partners USA, Perceptive
candidates and will be adjusted accordingly based on Advisors, Soleus Capital, FMB Research, Allostery
future clinical results. Investments, and other leading healthcare specialized
institutional investors. The proceeds from the offering will
be used to advance its lead program in Duchenne
Current Price (06/14/23) $0.42 muscular dystrophy (SAT-3153) through pre-clinical work,
Valuation $0.70 IND submission, and subsequent Phase 1 studies.

SUMMARY DATA

52-Week High $1.00 Risk Level High
52-Week Low $0.03 Type of Stock Small-Growth
One-Year Return (%) -35.03 Industry Med-Biomed/Gene
Beta N/A
Average Daily Volume (sh) 23,053 ZACKS ESTIMATES
Shares Outstanding (mil) 113 Revenue
Market Capitalization ($mil) $48 (in milions of $)
Short Interest Ratio (days) 1 Q1 Q2 Q3 Q4 Year
Institutional Ownership (%) 0 (Mar) (Jun) (Sep) (Dec) (Dec)
Insider Ownership (%) 38 2022 0.0A 0.0 A 0.0A 0.0A 0.0A
2023 0.0A 0.0E 0.0E 0.0E 0.0E
Annual Cash Dividend $0.00 2024 00E
Dividend Yield (%) 0.00 2025 0.0E
5-Yr. Historical Growth Rates Earnings per Share
Sales (%) N/A
Earnings Per Share (%) N/A Q1 Q2 Q3 Q4 Year
Dividend (%) N/A (Mar) (Jun) (Sep) (Dec) (Dec)
2022 -$0.05A  -$0.05A  -$0.04 A  -$0.09A  -$0.24 A
P/E using TTM EPS N/A 2023 -$0.03A  -$0.03E  -$0.03E $0.03E  -$0.13E
_ _ 2024 -$0.13 E
P/E using 2022 Estimate -3.2 2025 $0.11E
P/E using 2023 Estimate -3.2
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WHAT’S NEW

Financial Update

Raises Gross Proceeds of $55 Million to Advance Lead Compound to Clinical Trials

On My 17, 2023, Satellos Biosciences Inc. (MSCLF) announced it closed an equity offering in which it
raised gross proceeds of $55 million from the issuance of 110 million equity securities at $0.50 per
common share or pre-funded warrant (70,297,220 common shares and 39,702,780 pre-funded warrants).
The following funds participated in the offering: Avidity Partners, Qiming Venture Partners USA,
Perceptive Advisors, Soleus Capital, FMB Research, Allostery Investments, and other leading healthcare
specialized institutional investors. The net proceeds of the offering will be utilized to advance the
company’s lead program for a small molecule to treat Duchenne muscular dystrophy (DMD) through
preclinical studies, IND submission, and Phase 1 studies.

1Q23 Financials

On March 29, 2023, Satellos announced the closing of its previously announced non-brokered private
placement offering of 10% unsecured non-convertible debenture units for gross proceeds of CAD$2.385
million. A total of 2,385 units were issued in the offering, with each unit comprised of: 1) CAD$1,000
principal amount of unsecured non-convertible debentures of the company, and 2) common shares in the
company (“bonus shares”) equal to CAD$100 divided by CAD$0.355 (closing market price of the
common shares on the TSX Venture Exchange on March 15, 2023. An aggregate of 671,825 bonus
shares were issued in connection with the offering.

On May 30, 2023, Satellos announced financial results for the first quarter of 2023. Net loss for the first
guarter of 2023 was CAD$1.7 million compared to CAD$2.1 million for the first quarter of 2022. The
decrease in net loss was primarily due to reduced spending on professional fees, G&A, and stock-based
compensation. R&D expenses net of refundable tax credits were $0.72 million for the first quarter of 2023
compared to $0.70 million for the first quarter of 2022. The increase was due to increased R&D
contractor activity.

As of March 31, 2023, Satellos had approximately CAD$3.0 million in cash and cash equivalents. As
mentioned above, subsequent to the end of the quarter the company raised gross proceeds of $55
million. Following the financing, we estimate that the company has approximately 112.8 million common
shares outstanding and, when factoring in stock options and warrants, a fully diluted share count of 169.1
million.

Business Update

Preclinical Data for SAT-3153 Presented at MDA Conference

In March 2023, Satellos announced the presentation of preclinical proof-of-concept data for its lead
development compound, SAT-3153, at the Muscular Dystrophy Association Clinical and Scientific
Conference. The company had previously announced the designation of SAT-3153 as its lead
development candidate. SAT-3153 is a protein kinase inhibitor that targets a particular protein in the
Notch signaling pathway (codenamed “K9”). Following results obtained through genetic ablation of K9,
Satellos hypothesized that targeting K9 could modulate asymmetric muscle stem cell division. Since K9
is already the target of other pharmaceutical interventions in a different disease setting, Satellos was able
to synthesize existing K9 inhibitors to test the hypothesis. These studies showed that inhibiting K9
resulted in modulation of muscle stem cell division, enhanced muscle regeneration, and increased
muscle mass/function.
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A copy of the company’s presentation at MDA 2023 can be found here. The following graph shows that
SAT-3153 restores muscle stem cell polarity and asymmetric divisions in a cell-based assay. The figure
on the left describes the company’s MyoReGenX™ system, in which muscle fibers are cultured and
treated with investigational compounds to determine their effect on cell division. The graph on the right
shows a dose-dependent increase in the percentage of asymmetric cell divisions with increasing
concentrations of SAT-3153.
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SAT-3153 is also able to restore asymmetric division in vivo. The following figure shows an experiment in
Mdx mice, which are used as a model for studying Duchenne muscular dystrophy (DMD). Mice were
administered SAT-3153 on Day 0 and 3 following an injection to induce cardiac cell injury and cellular
analysis was performed on Day 10. The figure on the right shows that SAT-3153 does not change the
number of stem cells, however it does significantly increase the number of progenitor cells.
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Lastly, the increase in progenitor cells is accompanied by an increase in muscle force. SAT-3153 was
given at various doses on different dosing schedules and the maximum muscle force was then
measured. The results show that SAT-3153 increased specific muscle force in a dose dependent
manner, indicating that the muscle being regenerated is functional.
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These results are very encouraging and suggest that SAT-3153 is able to recapitulate the results seen
upon genetic ablation of K9 and that the drug is having a positive effect on muscle stem division. We look
forward to additional updates from the company as it works toward an IND filing in the first half of 2024.

Conclusion

The $55 million financing for Satellos is an exciting development for the company and secures the capital
necessary to carry SAT-3153 through pre-clinical development and into Phase 1 clinical studies. We
continue to anticipate an IND filing in the first half of 2024 for SAT-3153 such that a first-in-human Phase
1 study can be initiated in the second half of 2024. We had previously accounted for an expected large
financing in our model, thus our valuation remains at $0.70.
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PROJECTED FINANCIALS

Satellos Biosciences Inc. (in $USD) 2022 A Q1A Q2E Q3E Q4 E 2023 E 2024 E 2025 E

DMD Program $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0

Additional Indication $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0

Other Income $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0

Total Revenues $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
CoGS $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0

R&D $1.9 $0.5 $0.5 $0.5 $0.5 $2.1 $2.3 $2.5

SG&A $3.0 $0.6 $0.8 $0.8 $0.9 $3.1 $3.4 $3.5

Stock-based compensation $1.1 $0.2 $0.3 $0.3 $0.4 $1.1 $1.4 $1.4

Depreciation and Amortization $0.2 $0.0 $0.1 $0.1 $0.1 $0.2 $0.3 $0.3

Other expenses $0.1 $0.0 $0.0 $0.0 $0.0 $0.1 $0.1 $0.1

Operating Income ($6.3) ($1.3) ($1.7) ($1.8) (519 ($6.7) ($7.4) ($7.8)

Operating Margin - - - - - - - -

Interest & Other Income $2.1 $0.0 $0.0 $0.0 $0.0 $0.0 $0.1 $0.1

Pre-Tax Income ($8.4) ($1.3) ($1.7) ($1.8) (519 ($6.7) ($7.3) ($7.7)
Taxes & Other $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Tax Rate 0% 0% 0% 0% 0% 0% 0% 0%

Net Income ($8.4) ($1.3) ($1.7) ($1.8) ($1.9) ($6.7) ($7.3) ($7.7)

Reported EPS (50.23) ($0.03) (50.03) ($0.03) (50.03) ($0.13) ($0.13) ($0.11)

Weighted Shares Outstanding 35.7 41.9 57.0 57.0 57.0 53.2 58.0 70.0

Source: Zacks Investment Research, Inc. David Bautz, PhD
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. HISTORICAL STOCK PRICE
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DISCLOSURES

The following disclosures relate to relationships between Zacks Small-Cap Research (“Zacks SCR”), a division of Zacks Investment Research
(“ZIR”), and the issuers covered by the Zacks SCR Analysts in the Small-Cap Universe.

ANALYST DISCLOSURES

|, David Bautz, PhD, hereby certify that the view expressed in this research report accurately reflect my personal views about the subject
securities and issuers. | also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the recommendations or
views expressed in this research report. | believe the information used for the creation of this report has been obtained from sources | considered
to be reliable, but | can neither guarantee nor represent the completeness or accuracy of the information herewith. Such information and the
opinions expressed are subject to change without notice.

INVESTMENT BANKING AND FEES FOR SERVICES

Zacks SCR does not provide investment banking services nor has it received compensation for investment banking services from the issuers of
the securities covered in this report or article.

Zacks SCR has received compensation from the issuer directly, from an investment manager, or from an investor relations consulting firm
engaged by the issuer for providing non-investment banking services to this issuer and expects to receive additional compensation for such non-
investment banking services provided to this issuer. The non-investment banking services provided to the issuer includes the preparation of this
report, investor relations services, investment software, financial database analysis, organization of non-deal road shows, and attendance fees
for conferences sponsored or co-sponsored by Zacks SCR. The fees for these services vary on a per-client basis and are subject to the number
and types of services contracted. Fees typically range between ten thousand and fifty thousand dollars per annum. Details of fees paid by this
issuer are available upon request.

POLICY DISCLOSURES

This report provides an objective valuation of the issuer today and expected valuations of the issuer at various future dates based on applying
standard investment valuation methodologies to the revenue and EPS forecasts made by the SCR Analyst of the issuer’s business.

SCR Analysts are restricted from holding or trading securities in the issuers that they cover. ZIR and Zacks SCR do not make a market in any
security followed by SCR nor do they act as dealers in these securities. Each Zacks SCR Analyst has full discretion over the valuation of the
issuer included in this report based on his or her own due diligence. SCR Analysts are paid based on the number of companies they cover.
SCR Analyst compensation is not, was not, nor will be, directly or indirectly, related to the specific valuations or views expressed in any report or
article.

ADDITIONAL INFORMATION

Additional information is available upon request. Zacks SCR reports and articles are based on data obtained from sources that it believes to be
reliable, but are not guaranteed to be accurate nor do they purport to be complete. Because of individual financial or investment objectives
and/or financial circumstances, this report or article should not be construed as advice designed to meet the particular investment needs of any
investor. Investing involves risk. Any opinions expressed by Zacks SCR Analysts are subject to change without notice. Reports or articles or
tweets are not to be construed as an offer or solicitation of an offer to buy or sell the securities herein mentioned.

CANADIAN COVERAGE

This research report is a product of Zacks SCR and prepared by a research analyst who is employed by or is a consultant to Zacks SCR. The
research analyst preparing the research report is resident outside of Canada, and is not an associated person of any Canadian registered
adviser and/or dealer. Therefore, the analyst is not subject to supervision by a Canadian registered adviser and/or dealer, and is not required to
satisfy the regulatory licensing requirements of any Canadian provincial securities regulators, the Investment Industry Regulatory Organization of
Canada and is not required to otherwise comply with Canadian rules or regulations.
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