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New technology for water
treatment, air purification,
surface sterilisation and
other applications

Snapshot
Market Cap $55.7m
Cash held $9.6m
Following placement to Upjohn
Shares on Issue 31.4m
52 Week High $2.17
52 Week Low 20.0c
1 month / 6 month VWAP $1.76 / $1.43
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The predecessor to PO3, Water Resources
Group (WRG) listed on the ASX in
December 2010 to exploit a further
development in water de-salination.

After spending $16.5m, the management
and Board was changed in 2013, and a
review showed that while a demonstration
plant worked, the technology was not able
to be scaled up to a commercial size.

The FRG technology is different to the
original WRG technology. It has been
tested and developed and is now ready to
be exploited commercially.
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Major investment at 5x share price
New NED de-risks PO3 and opens markets

The value of PO3’s technology and its opportunities are
confirmed by investment by Upjohn Laboratories, the
family office of Michigan billionaire Bill Parfet, after
extensive due diligence, at nearly 5x the share price.

Mr Parfet has joined the Board of PO3, endorsing the
technology and PO3’s potential, and generating access to
customers and markets.

Investment of $9.6m to commercialise the FRG
technology in air purification and water sanitation, and
develop a prototype for surface sterilisation.
> Water treatment sales are expected in about 9 months
> Air purification sales are expected in about 12 months.

m Beer & Co.’s valuation of PO3 has increased due to
> Fewer shares on issue as a result of the placement; and
» Some de-risking as Mr Parfet joins the PO3 Board.

Placement at 5x the share price, after extensive due diligence

PO3 has raised SA 9.6m in new equity by a placement of 4.0m new shares at
$2.40 each. The number of shares placed was PO3’s limit under the 15%
placement limit provided by ASX Listing Rule 7.1.

The value of the placement covers PO3’s projected funding needs until net
revenues exceed costs.

Upjohn invested only after extensive due diligence, into both the FRG
technology and also PO3’s commercialisation strategy for the technology.

Mr William Parfet, Billionaire, joins Board of PO3, de-risking PO3
Following the extensive due diligence by his family office, Mr Parfet, who has

extensive experience in pharmaceutical and medical industries, joins the PO3
Board. Mr Parfet will be able to facilitate access to sales to medical facilities.
FRG technology proven; risk is in the roll-out

The Free Radical Generator (FRG) can produce ozone radicals, from air, and
hydroxyl radicals, from moisture. These radicals have a very short life and
de-compose back to air and water quickly.

The radicals eliminate bacteria and odour by breaking open (“lysing”) the
cells. The technology has been proven in laboratory testing.

Applications for water sanitation, air purification and surface sterilisation are
at the application prototype or formal field trial stages. First sales are
expected for water sanitation in about 9 to 10 months.

Beer & Co.’s valuation revised to $20

The $9.6m equity injection is expected to cover PO3'’s financial needs until it
is generating sufficient revenue from operations. Beer & Co.’s valuation has
increased due to

= fewer shares are now expected to be issued as a result of the placement;
some de-risking as Mr Parfet joining the PO3 Board should facilitate
market access and penetration.

Beer & Co affirms our Speculative, Strong BUY recommendation on PO3

This report was produced by Beer & Co Research, an independent research and advisory firm. Beer & Co is an authorised
representative of Melbourne Venture Securities, which holds AFSL No. 224 313. This research s intended for wholesale
investors ONLY. If you do not wish to receive our research, please email to info@beerandco.com.au with “unsubscribe”

If you wish to receive, free of charge, Beer & Co research, please register at http://beerandco.com.au/all-research/
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The family office of
Michigan billionaire, Mr
William Parfet, has
invested $9.6m in PO3,
by a placement at nearly
5x the share price at that
time.

The investment was
made only after
extensive due diligence
on

®  the FRG technology

® P03 as a company;
and

®  PO3’s strategies to
commercialise the
FRG technology

Mr Parfet has accepted
an invitation to join the
Board of PO3.

Placement at 5x share price affirms FRG technology

Upjohn Laboratories, which is the family office of Michigan billionaire Bill Parfet, has
taken a placement of 4.0m new equity in PO3, at a price of $2.40 a new share.

Upjohn has also acquired 1.27m shares from an existing shareholder who was
seeking to monetise his stake in a non-disruptive manner.

This investment has come after extensive due diligence into both the Free Radical
Generator (FRG) technology and also PO3’s commercialisation plans.

Following the due diligence into the FRG technology and PO3 commercial plans and
potential, Mr William Parfet has accepted an offer to join the Board of PO3.

This show a very high degree of confidence in both the FRG technology as well as
PO3 the company, and will facilitate significant access to medical facilities in North
America, especially for surface sterilisation.

The placement was done at a value that was a multiple of about 5x the share price,
demonstrating the value of PO3.

The placement raised sufficient funds for PO3 to get into commercial operation,
demonstrating the extent of Upjohn’s support for the company.

The value at which the placement was made supports a key theme from Beer &
Co.’s initiation research on PO3 that the share price at that time bore NO reflection
on the value of the FRG technology, but instead reflected PO3’s history as a water
de-salination technology which was not able to be commercialised. PO3
subsequently spent more than 4 years as a listed company developing the FRG
technology with minimal newsflow.

FRG technology is proven; Focus is the roll-out

The key theme of Beer & Co.’s initiation report on PO3, from 13 August was that the
FRG technology was proven but there was risk in the roll-out.

Figure 1 : PO3’s Commercialisation and Development of FRG
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Figure 1 shows 3 “verticals” through which PO3’s FRG technology will be exploited.
It shows that first sales are expected in about

= August 2019 for water sanitation; and
= March 2020 for Air purification.
Beer & Co projects that net sales revenue will be sufficient to cover the company’s

full operating costs, including sales and working capital needs for supply of the FRG
units, by about the end of 2020.

Each of the product verticals was explained in detail in Beer & Co.’s August 2018
initiation research report on PO3. Figure 2 provides more information on each of
these verticals and also PO3’s commercialisation strategy.

Figure 2 : PO3’s Commercialisation model, for each vertical
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Beer & Co.’s valuation lifted to $20 a share

In Beer & Co.’s view, Mr
Parfet’s involvement in
PO3 significantly de-risks =
investment in PO3

®  The investment was
made only after
extensive due
diligence; and

®  Mr Parfet has
extensive
experience in
medical and .
pharmaceutical
industries; and

"  Mr Parfet’s
presence on PO3’s
Board will facilitate
access to potential
users of PO3
products.
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Beer & Co has adjusted its modelling of PO3 :

Sales revenue has been adjusted to accord with the values shown in Figure 2,
though the total adjustment is minimal
» Beer & Co has maintained a gross sales margin of 40%

Sales have been deferred for water sanitation and air purification, partly due to
the time taken to complete this placement which has been a focus for PO3
management;

Royalties have been increased, as indicated in PO3’s announcement to the ASX
of 19 November 2019;

Our valuation has been partially de-risked by Mr Parfet joining the Board of PO3

» This was done only after extensive due diligence into both the FRG
technology and also PO3'’s potential and commercialisation pathway;

» Mr Parfet has had a long career and family history in the pharmaceutical and
medical industries; and

» The fact that an American billionaire is prepared to join the Board of an ASX
listed company with a market cap of less than USS 50m speaks very loudly
to his confidence and commitment

The number of shares assumed to be required to be issued to fund PO3 into

commercial operations has been significantly reduced

» Our previous modelling had assumed standard financial market placement
terms, with small volumes at a discount to the expected price, so that a total
of 62.5m shares were issued, compared with 4.0m in the just completed
placement.

See Page 6 for Disclaimer and Disclosures 19 November 2018
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Beer & Co.’s valuation
has been increased due
to

® A smaller number
of shares being
issued due to the
value at which this
placement was
made; and

®  Some small de-
risking of our
valuation,
especially for the
medical
applications.

Beer & Co affirm our
Speculative, Strong BUY
recommendation on
PO3.

Beer & Co sees
significant potential for
further upside.

However, PO3 has a
proven technology and
is still to prove its
commercial value.
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Figure 3 shows the details of Beer & Co.’s revised valuation of PO3.

Figure 3 : Beer & Co.’s revised valuation

discount rate =  12.0 % 30 June 2018 16-Nov-18
AUD m risk : 100% Product per share
Air Purification
USA 35% 293 103 SA3.0 SA3.1
Japan / Korea 25% 319 80 SA2.3 SA2.4
Europe 25% 73 18 SA 0.5 SA 0.6
Middle East / Other 10% 78 8 SA0.2 SA0.2
Water Sanitation (Pools)
USA 40 % 65 26 SA 0.8 SA 0.8
Australia 40 % 5 2 SA0.1 SA0.1
Europe 25% 31 8 SA0.2 SA0.2
Surface Sterilisation
USA 12% 1,683 202 SA5.9 SA6.1
Europe 10% 1,547 155 SA 4S5 SA 4.7
Japan / Korea 10% 666 67 SA1.9 SA2.0
Corporate
franking credits 40 % 0 0 SA 0.0 SA 0.0
Corporate (ASX) 100 % (8) (8) ($A 0.2) ($A 0.2)
Equity raisings 100 % 12 12 SA0.4 SA0.3
Cash / Debt 100 % (1) (1) (SA 0.0) (SA 0.0)
TOTAL 4,762 671 SA19.5 SA20.3
Shares on issue 27.3m F P O shares 0.0m Options

7.1m to be issued 0.0m exercised

Source : Beer & Co estimates

Conclusions

Beer& Co has increased our valuation of PO3 as the placement of 4.0m new shares at
$2.40 each means that the total number of shares on issue will be much less than we
had allowed for in our initiation research of 13 August 2018.

Beer & Co affirms our Speculative, Strong BUY recommendation due to the
significant gap between our risk adjusted valuation and the current share price.

In Beer & Co.’s view, there is significant further upside potential to our valuation :

=  We have allowed for a further issue of equity on a “just in case” basis, to cover
working capital needs as we have assumed payment terms of 60 days from the
manufacturers, while needing to pay for the costs of producing the FRG units
» The shortfall can be covered by debt providers for working capital

=  We have included little of the value for surface sterilisation, and this vertical has
the highest value on an un-risked basis
» This is due to the need to develop an application prototype and then the
need to obtain regulatory approval, which is expected to be time-consuming
and difficult, despite its clear advantage;

=  We have assumed only very modest market penetration at the end of our 15
year valuation period, with no residual value
» We have assumed only about 1% penetration into the air purification
market, 10% - 15% in water and 12% - 15% in surface sterilisation;
» Further detail is included in our initiation research report of 13 August 2018
=  There are many further areas into which the FRG technology can be applied, and
PO3 has nominated industrial waste water treatment, water recycling ad
aquaculture as further areas.

The current potential, with further value, supported by the work done for the
investment by Upjohn Laboratories, supports Beer & Co.’s Speculative, Strong BUY
recommendation on PO3.
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Purifloh (PO3.ASX) November 2018
Year ended June 2017-18  2018-19  2019-20  2020-21  2021-22  2022-23  2023-24  2024-25 Projected Unit Sales
Section 1-P&L Year ended June 2018-19  2019-20  2020-21  2021-22  2022-23  2023-24  2024-25
Sales revenue SAm 0 0 8 217 788 1,440 2,093 2,745 Air Purification
Interest revenue SAm 0 0 0 0 0 0 0 0 USA 0 3,203 25,647 51,300 76,953 102,607 128,260
Other Revenue SAm 0 0 0 0 0 0 0 0 Japan / Korea 0 0 9,467 47,283 88,750 130217 171,683
Total Revenue SAm 0 0 8 217 788 1,440 2,093 2,745 Europe 0 0 1,493 10,107 19,600 29,093 38,587
Middle East / Other 0 0 0 0 0 0 0
Cash costs SAm 0 (0) (5) (121) (436) (790) (1,144) (1,498) Water Treatment
Royalties SAm 0 0 () (12) (41) (76) (110) (144) USA 0 1,460 11,346 31,362 52,050 72,739 93,428
Corproate SAm (0) (2) 7) (31) (57) (79) (100) (122) Australia 150 806 2,484 4,248 6,012 7,776 9,539
R & D Expensed SAm 0 0 0 0 0 0 0 0 Europe 0 0 375 2,513 4,933 7,353 9,773
Other Operating Expenses SAm 0 0 0 0 0 0 0 0 Surface Sterilisation
Total Operating Expenses SAm 0 @) (13) (163) (534) (944) (1,354)  (1,765) UsA 0 20 1,000 2,600 4,200 5,800 7,400
Europe 0 0 288 1,620 3,060 4,500 5,940
EBITDA SAm ) ) (5) 55 254 49 738 981 Japan / Korea 0 0 0 310 1,100 1,900 2,700
Dep'cn & Amort'sn SAm 0 0 0 0 0 0 0 0
EBIT SAm 0) 2) (5) 55 254 496 738 981 Market Penetration - New Units
Interest Expense SAm 0 0 0 0 0 0 0 0 Year ended June 2018-19  2019-20  2020-21  2021-22 2022-23  2023-24  2024-25
Other SAm 0 0 0 0 0 0 0 0 Air Purification
Pre-Tax Profit SAm 0) 2) (5) 55 254 496 738 981 USA 0.0% 0.0% 01% 01% 02% 02% 03%
Tax Expense SAm 0 1 1 (15) (70) (136) (203) (270) Japan / Korea 00% 00% 01% 02% 03% 05% 06%
NPAT SAm 0 (2) 3) 40 184 360 535 711 Europe 00% 00% 00% 01% 01% 02% 02%
Middle East / Other 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Section 2 - Key Data Water Treatment
Ordinary shares - year end m 27.3 314 31.4 34.4 34.4 344 344 34.4 USA 0.0% 03% 11% 23% 35% 47% 59%
Fully diluted shares on issue m 27.3 314 31.4 34.4 34.4 344 344 34.4 Australia 08% 28% 48% 6.8% 88% 10.8% 12.8%
Weighted # shares m 225 30.4 31.4 34.4 34.4 344 344 34.4
Earnings per Share (1.6¢) (5.4¢) (11¢) 115¢ 535¢ 1046¢  1557¢  2,068¢ 4 ive Market ion - Existing
Dividends Per Share 0.0c 0.0c 0.0c 0.0c 0.0c 0.0c 0.0c 0.0c Year ended June 2018-19  2019-20  2020-21  2021-22 2022-23  2023-24  2024-25
Air Purification
Section 3 - Balance Sheet USA 0.0% 0.0% 0.0% 0.0% 0.0% 00% 01%
Cash & Eqv SAm 0 8 2 8 130 407 840 1,427 Japan / Korea 0.0% 0.0% 0.0% 0.0% 0.0% 01% 01%
Receivables SAm 0 0 1 33 118 216 314 412 Europe 0.0% 0.0% 0.0% 0.0% 0.0% 00% 00%
Inventories SAm 0 0 0 2 9 16 23 30 Middle East / Other 00% 00% 00% 00% 0.0% 0.0% 00%
CURRENT ASSETS SAm 0 8 3 43 257 639 1176 1,869 Water Treatment
USA 0.0% 0.0% 0.0% 02% 0.5% 08% 13%
Receivables SAm 0 0 0 0 0 0 0 0 Australia 0.0% 0.0% 02% 0.5% 0.9% 14% 21%
P,P&E SAm 0 0 0 0 0 0 0 0 Europe 0.0% 0.0% 0.0% 0.1% 03% 05% 09%
Capitalised R & D / IP SAm 0 0 0 0 0 0 0 0 Surface Sterilisation
Other SAm 0 0 0 0 0 0 0 0 USA 0.0% 0.0% 01% 0.4% 08% 14% 21%
NON-CURRENT ASSETS SAm 0 0 0 0 0 0 0 0 Europe 0.0% 0.0% 0.0% 02% 0.6% 11% 17%
TOTAL ASSETS SAm 0 8 3 43 257 639 1,176 1,869 Japan / Korea 0.0% 0.0% 0.0% 01% 03% 07% 12%
Asset based Valuation
Payables SAm 0 0 1 13 48 87 125 164
Debt SAm 0 0 0 0 0 0 0 0 discountrate= 12.0% 30 June 2018 16-Nov-18
Other SAm 0 0 0 0 0 0 0 0 risk 100% Product per share
CURRENT LIABILITIES SAm 0 0 1 13 48 87 125 164 Air Purification
USA 35% $293m $103m $3.0 $3.1
Long Term Debt SAm 0 0 0 0 0 0 0 0 Japan / Korea 25% $319m $80m $23 $24
Other SAm 0 0 0 0 0 0 0 0 Europe 25% $73m $18m $0.5 $0.6
Provisions SAm 0 0 0 0 0 0 0 0 Middle East / Other 10% $78m $8m $0.2 $0.2
NON-CURRENT LIABILITIES SAm 0 0 0 0 0 0 0 0 Water Sanitation (Pools)
TOTAL LIABILTIES SAm 0 0 1 13 48 87 125 164 USA 40% $65m $26m $0.8 $0.8
NET ASSETS SAm 0 8 3 30 210 553 1,051 1,704 Australia 40 % $5m $2m $0.1 $0.1
Europe 25% $31m $8m $0.2 $0.2
Accumulated Profit (Loss) SAm (75) (76) (80) (40) 144 503 1,039 1,750 Surface Sterilisation
Reserves SAm 0 1 2) (20) (24) (40) (77) (135) USA 12% $1,683m  $202m $5.9 $6.1
Contributed Equity SAm 75 84 84 90 90 90 90 90 Europe 10% $1547m  $155m $4.5 $4.7
Total Equity SAm 0 8 3 30 210 553 1,051 1,704 Japan / Korea 10% $666m $67m $1.9 $2.0
Corporate
Section 4 - Cashflow franking credits 40% $0m $om $0.0 $0.0
Net Cashflow from operations ~ $Am (1) 3) 3) 4) 5 96 114 100 Corporate (ASX) 100 % ($8m) ($8m) (50.2) (50.2)
Net Interest Paid SAm 0 0 0 0 (4) 5) (3) 0) Equity raisings 100 % $12m $12m $0.4 $0.3
Taxes Paid SAm 0 0 0 0 0 0 (15) (23) Cash / Debt 100 % ($1m) ($1m) (50.0) (50.0)
Change in Working Capital $Am 0 (0) 0 0 (2) 3) (0) 1 TOTAL $4,762m  $67Im  $19.5  $20.3
OPERATING CASHFLOW SAm (1) (3) (3) (3) (1) 88 97 77 Shares on issue 27.3m  FPOshares  0.0m Options
7.1m  tobeissued 0.0m exercised
Exploration + Feasibility SAm 0 (1) (8) 0 0 0 0 0 Financial Ratios
Maintenace Capex SAm 0 0 0 0 0 0 2) 2) Year ended June 2018-19  2019-20 2020-21  2021-22  2022-23  2023-24
Expansion Capex SAm 0 0 0 (55) (40) 0 0 0 Revenue SAm 0 8 217 788 1,440 2,093
PPE Acquisitions (Total Capex) SAm 0 (1) 8) (55) (40) 0 2) (2) EBITDA SAm (2) (5) 55 254 49% 738
PPE Divestments SAm 0 0 0 0 0 0 0 0 EBIT SAm (2) (5) 55 254 49 738
INVESTING CASHFLOW SAm 0 (1) (8) (55) (40) 0 (2) (2) NPAT (reported) $Am (2) 3) 40 184 360 535
Adjusted EPS (cps) (5.4¢) (11.1c) 115.2¢ 535.4c 1,0456c 1556.9c
Change in Equity $Am 0 4 47 2 0 0 0 0 EPS Growth (%) (105%)  1,138% 365% 95% 49%
Dividends Paid SAm 0 0 0 0 0 0 0 0 DPS (c) 0.0c 0.0c 0.0c 0.0c 0.0c 0.0c
Change in Debt SAm 0 0 0 22 44 (10) (17) (18) Dividend Yield (%) 0% 0% 0% 0% 0% 0%
FINANCING CASHFLOW SAm 0 4 47 24 44 (10) (17) (18) PE adj. (x) X (8.0) (16.0) 15 03 0.2 0.1
EV / EBITDA (x) X (5.2) (9.8) 1.0 0.2 (0.1) (0.5)
Free Cashflow SAm 1) (@) (10) (58) (41) 88 95 75 EV/EBIT (x) X (5.2) (9.8) 1.0 0.2 0.1) (0.5)
Net Cashflow $Am (1) (1) 37 (35) 4 78 78 57 Gearing (%) 0% 0% 0% 0% 0% 0%
Return on Assets (27%) (152%) 127% 99% 78% 63%
Major Shareholders Return on Equity (20%) (132%) 133% 88% 65% 51%
Dilato Holdings 18.410m 58.7% EBITDA Margin (%) n/a n/a (62%) 25% 32% 34%
Upjohn Laboratories 5.272m 16.8% Interest Cover (x)  x n/a n/a n/a n/a n/a n/a
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Important Information

Confidential
This document is for the confidential use of the recipients only and is not to be reproduced without the
authority of Beer & Co Pty Ltd. It has been prepared at the request of Purifloh Limited.

Disclaimer

The persons involved in or responsible for the preparation and publication of this report believe that the
information herein has been obtained from reliable sources and that any estimates, opinions, conclusions or
recommendations are reasonably held at the time of compilation. No warranty is made as to the accuracy of
the information in this document and, to the maximum extent permitted by law, Beer & Co Pty Ltd and its
related entities, their respective directors and officers disclaim all liability for any loss or damage which may be
suffered by any recipient through relying on anything contained or omitted from this document.

General Advice

The content is of a general nature and is based on a consideration of the securities alone, and as such is
conditional and must not be relied upon without advice from a securities adviser as to the appropriateness to
you given your individual investment objectives, financial situation and particular needs. Whilst this document
is based on information and assessments that are current at the date of publication, Beer & Co Pty Ltd has not
undertaken detailed due diligence on the information provided and has no obligation to provide revised
assessments in the event of changed circumstances.

Disclosure

Directors of Beer & Co or other associate companies may own securities in Purifloh Limited. Beer & Co Pty Ltd
seeks to do work with those companies it researches. Investors should be aware that Beer & Co Pty Ltd may
have a conflict of interest that could affect the objectivity of this report.

The author of this report owns Purifloh shares in his SMSF.
Analyst Certification
The analyst responsible for this research report certifies that all of the views expressed reflect his personal

views about the securities and the issuer.

Report prepared by : Pieter Bruinstroop pbruinstroop@beerandco.com.au

Beer & Co Recommendation
Beer & Co provide general recommendations only and do not consider the specific interests of the recipient of
this report. Beer & Co generally provides a 2 part recommendation and both need to be considered together.

Recommendation : Beer & Co.’s investment recommendation is driven by the difference between our base
case, risked valuation and the share price at the time. A Strong BUY recommendation means a very large
difference (eg. over 100%), while BUY means a significant difference and Accumulate means a small, but
positive difference. The recommendation is not independent of the uncertainty in Beer & Co.’s valuation; the
greater the degree of uncertainty, the greater the difference between price and value required for a positive
recommendation.

Risk : Risk relates to the potential, over the long run, for an investor to lose money; it is a function of both the
difference between our base case valuation and the uncertainty in our valuation due to the degree of
estimation and/or uncertainties about project execution. Speculative means a high chance of loss; High risk
means a good chance of loss and medium means some chance of loss, given the company size.

Beer & Co Pty Ltd, Level 2 South Tel : (+613) 9600 3599

ABN 88 158 837 186, Bank House Fax : (+613) 9602 2291

Authorised Representative of 11 - 19 Bank Place e : info@beerandco.com.au

Melbourne Venture Securities Pty Ltd Melbourne, Vic, W: www.beerandco.com.au
AFSL No. 224 313 Australia 3000
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