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TapImmune, Inc. 
(OTCQB: TPIV, Target Price: $6.97) 
We initiate coverage on TapImmune, Inc. (“TapImmune”) with a price target 
of $6.97 per share. TapImmune is a clinical-stage immunotherapy 
specializing in the development of innovative peptide and gene-based 
immunotherapeutics and vaccines for the treatment of oncology and 
infectious disease. TapImmune is also exploiting the emerging field of 
vaccinomics for the development of vaccines applicable to a broad patient 
population. TapImmune's immunotherapy technologies are also aimed at 
the prevention of emerging viral pathogens for pandemics and biodefense. 
 

INVESTMENT HIGHLIGHTS 
Unique vaccine platform  
Unlike other vaccine technologies that narrowly address the initiation of an 
immune response, TapImmune's ("Prime" and "Boost") approach utilizes a 
proprietary set of peptide antigens to broadly stimulate the cellular immune 
system. TapImmune’s platform technologies restore protein expression 
within cancerous cells, making them immunogenic and providing a signal to 
the immune system to attack the cancer. This unique approach will allow 
TapImmune to treat wider patient populations than currently utilized 
therapies, treat patients across multiple indications and treat multiple 
therapeutic areas. TapImmune is also exploiting the emerging field of 
vaccinomics for the development of vaccines applicable to a broad patient 
population. Vaccines have been a significant driver of value for 
pharmaceutical companies in recent years, and cancer vaccines in 
particular are at the forefront of a new wave of cancer treatments.  
TapImmune believes it has the most comprehensive T-Cell 
immunotherapeutic vaccines in development, which have the potential to 
capitalize on these attractive industry dynamics.  
 

TPIV100 breast cancer program greatly expands patient market 
TapImmune is currently developing a new HER2/neu breast cancer vaccine 
technology. The company plans to release data from the phase I trial of this 
vaccine and commence a phase Ib/II trial in 4Q14E. The current standard of 
care, Herceptin®, generated sales of $6bn in 2013. Compared to Herceptin, 
which can only be used with 15-20% of the HER2/neu breast cancer patient 
population, TapImmune’s breast cancer vaccine is applicable to over 50% 
of the population. The vaccine is not limited to breast cancer, as Her2/neu 
is a target for the vaccine in both colorectal and ovarian cancer, where 
there are very few therapeutic options. The TapImmune Her2/neu vaccine 
conjugate is highly differentiated in that it is designed to stimulate killer T 
cells and the helper T Cells that are needed to sustain the killer cells for a 
long lasting vaccine that kills tumor cells.  

Strong pipeline and numerous milestone announcements expected 
TapImmune is focused on developing four product candidates, two of which 
are currently finishing phase I studies	  at the Mayo Clinic, Rochester MN. 
The company plans to commence phase Ib/II studies in 4Q14E on its 
HER2/neu breast cancer and	   folate alpha breast/late stage ovarian cancer 
programs. The other two product candidates, Polystart™ and TAP, are 
proprietary immunotherapeutic technologies that are in preclinical trials. We 
would expect to receive significant milestone updates from TapImmune 
over the next 6-12 months to act as catalysts for the shares.    

Initiate coverage with a price target of $6.97 
Our analysis indicates a fair value estimate of $6.97 per share (detailed on 
page 8), implying an upside of 250% from the recent price of $1.98. We 
view TapImmune as a speculative investment in the immunotherapy space. 
The company’s lead pipeline candidate, TPIV100, represents a potentially 
significant advancement from current therapies in the treatment of 
HER2/neu breast cancer and a therapy with the ability to greatly expand the 
treatable patient population.  

 
Stock Details (05/21/2014) 

OTCQB: TPIV 

Sector / Industry Healthcare / Biotechnology 

Price target  $6.97  

Recent share price $1.98 

Shares o/s (mn) 16.1 

Market cap (in $mn) $32.0 

52-week high/low $8.00 / 1.00 

Source: Bloomberg, SeeThruEquity Research 

 

Key Financials ($mn unless specified) 

  FY12 FY13 FY14E 

Revenues 0.0  0.0  0.0  

EBITDA (6.2) (3.3) (7.2) 

EBIT (6.2) (3.3) (7.2) 

Net income (6.2) (5.5) (35.7) 

EPS ($) (9.42) (4.87) (2.21) 

Source: SeeThruEquity Research 

 

Key Ratios 

  FY12 FY13 FY14E 

Gross margin (%) N/A N/A N/A 

Operating margin (%) N/A N/A N/A 

EBITDA margin (%) N/A N/A N/A 

Net margin (%) N/A N/A N/A 

P/Revenue (x) N/A N/A N/A 

EV/EBITDA (x) (5.7) (10.6) (4.9) 

EV/Revenue (x) N/A N/A N/A 

Source: SeeThruEquity Research 

 

 

Share Price Performance ($, LTM) 

 

Source: Bloomberg 
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SUMMARY TABLE 
Figure 1. Summary Table (As of May 21, 2014) 

Share data   B/S data (As of 1Q14) Key personnel:  
Recent price: $1.99  Total assets: 0.1mn Chief Executive Officer: Glynn Wilson, Ph.D 

Price target: $6.97  Total debt: 0.5mn Dir. & Dev. Advisor: Mark Reddish 

52-week range: 8.00 / 1.00 Equity: (5.5mn) Head of Research: Robert Florkiewwicz 

Average volume:* 11,509 W/C: (5.5mn) Corp. Finance Advisor: Denis Corin 

Market cap: $32.0mn ROE '13: -63%   

Book value/share: ($0.79) ROA '13: -7178%   

Cash/share $0.01  Current ratio: 0.0     

Dividend yield: 0.00% Asset turnover: 0.0     

Risk profile: High / Speculative Debt/Cap: (0.1)     

* three month average volume (number of shares)  

  Estimates   Valuation  
FY December Rev ($mn) EBITDA ($mn) EPS ($) P/Rev (x) EV/Rev (x) P/E (x) 
2011A 0.0  (3.3) (0.04) N/A N/A N/A 

2012A 0.0  (6.2) (9.42) N/A N/A N/A 

2013A 0.0  (3.3) (4.87) N/A N/A N/A 

1Q14E 0.0  (1.2) (4.29) N/A N/A N/A 

2Q14E 0.0  (2.0) (0.12) N/A N/A N/A 

3Q14E 0.0  (2.0) (0.11) N/A N/A N/A 

4Q14E 0.0  (2.0) (0.11) N/A N/A N/A 

2014E 0.0  (7.2) (2.21) N/A N/A N/A 

2015E 0.0  (7.5) (0.33) N/A N/A N/A 

Source: SeeThruEquity Research 

 

 

INVESTMENT THESIS 

TapImmune, Inc. (“TapImmune”) is a clinical-stage immunotherapy specializing in the development of 
innovative peptide and gene-based immunotherapeutics and vaccines for the treatment of oncology and 
infectious disease. Unlike other vaccine technologies that narrowly address the initiation of an immune 
response, TapImmune's ("Prime" and "Boost") approach broadly stimulates the cellular immune system by 
enhancing the function of killer T-cells and T-helper cells and by restoring antigen presentation in tumor cells 
allowing their recognition and killing by the immune system. This unique approach will allow TapImmune to 
treat wider patient populations than currently utilized therapies, treat patients across multiple indications and 
treat multiple therapeutic areas. TapImmune is also exploiting the emerging field of vaccinomics for the 
development of vaccines applicable to a broad patient population. The company’s immunotherapy 
technologies are also aimed at the prevention of emerging viral pathogens for pandemics and biodefense.  
 
TapImmune is focused on developing four product candidates, two of which are currently finishing phase I 
studies. The company plans to commence phase Ib/II studies in 4Q14E. The other two product candidates 
are proprietary immunotherapeutic technologies that are in preclinical trials. With vaccines playing an 
increasing role in the success of numerous pharmaceutical companies, and cancer vaccines in particular 
primed to become a major therapeutic force in the future of fighting cancer, TapImmune has extremely 
interesting potential. We would expect to receive significant milestone updates from TapImmune over the 
next 6-12 months to act as catalysts for the shares.   
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Immunotherapy as cancer treatment 
 

Vaccines are medicines that boost the immune system's natural ability to protect the body against “foreign 
invaders,” mainly infectious agents, that may cause disease. When an infectious microbe invades the body, 
the immune system recognizes it as foreign, destroys it, and “remembers” it to prevent another infection 
should the microbe invade the body again in the future. Vaccines take advantage of this response. White 
blood cells, or leukocytes, play the main role in immune responses. One type of leukocyte, known as 
lymphocytes, provide targeted protection against specific threats, whether from a specific microbe or a 
diseased or abnormal cell. The most important groups of lymphocytes responsible for carrying out immune 
responses against such threats are B cells and cytotoxic (cell-killing) T cells. B cells make antibodies, which 
are large secreted proteins that bind to, inactivate, and help destroy foreign invaders or abnormal cells. 
Cytotoxic T cells, which are also known as killer T cells, kill infected or abnormal cells by releasing toxic 
chemicals or by prompting the cells to self-destruct (a process known as apoptosis). Cancer vaccines are 
medicines that belong to a class of substances known as biological response modifiers. Biological response 
modifiers work by stimulating or restoring the immune system’s ability to fight infections and disease. There 
are two broad types of cancer vaccines; Preventive (or prophylactic) vaccines, which are intended to 
prevent cancer from developing in healthy people, and Treatment (or therapeutic) vaccines, which are 
intended to treat an existing cancer by strengthening the body’s natural defenses against the cancer. 

Cancer preventive vaccines target infectious agents that cause or contribute to the development of cancer. 
They are similar to traditional vaccines, which help prevent infectious diseases, such as measles or polio, by 
protecting the body against infection. Both cancer preventive vaccines and traditional vaccines are based on 
antigens that are carried by infectious agents and that are relatively easy for the immune system to 
recognize as foreign. 

Cancer treatment vaccines are designed to treat cancers that have already developed. They are intended to 
delay or stop cancer cell growth, to cause tumor shrinkage, to prevent cancer from coming back, or to 
eliminate cancer cells that have not been killed by other forms of treatment. Cancer treatment vaccines are 
designed to work by activating B cells and killer T cells and directing them to recognize and act against 
specific types of cancer. They do this by introducing one or more molecules known as antigens into the 
body, usually by injection. An antigen is a substance that stimulates a specific immune response. An antigen 
can be a protein or another type of molecule found on the surface of or inside a cell. Developing effective 
cancer treatment vaccines requires a detailed understanding of how immune system cells and cancer cells 
interact. The immune system often does not “see” cancer cells as dangerous or foreign, as it generally does 
with microbes. Therefore, the immune system does not mount a strong attack against the cancer cells. 
Producing effective treatment vaccines has proven much more difficult and challenging than developing 
cancer preventive vaccines. To be effective, cancer treatment vaccines must achieve two goals. First, like 
traditional vaccines and cancer preventive vaccines, cancer treatment vaccines must stimulate specific 
immune responses against the correct target. Second, the immune responses must be powerful enough to 
overcome the barriers that cancer cells use to protect themselves from attack by B cells and killer T cells. 

In April 2010, the FDA approved the first cancer treatment vaccine. This vaccine, sipuleucel-T (Provenge®), 
manufactured by Dendreon Corp. (NASDAQ: DNDN), is approved for use in some men with metastatic 
prostate cancer. It is designed to stimulate an immune response to prostatic acid phosphatase (PAP), an 
antigen that is found on most prostate cancer cells. In a clinical trial, sipuleucel-T increased the survival of 
men with a certain type of metastatic prostate cancer by about 4 months.  

Source: Company filings and investor materials, www.cancer.gov, SeeThruEquity Research 

 
TapImmune technology brings unique approach and potentially more effective treatment 
 

TapImmune has focused its research on understanding how the genetic variables of an individual’s Major 
Histocompatibility Complex (“MHC”) determine which peptides, or “targets,” that the individual can or cannot 
respond to. The company has broken its research down into two components, antigen presentation and 
immune response, and is designing immunotherapeutic cancer vaccines with an understanding of both 
immune response genetics (MHC types) and the cellular biology of the tumor. Unlike other vaccine 
technologies that narrowly address the initiation of an immune response, TapImmune's ("Prime" and 
"Boost") approach utilizes a proprietary set of peptide antigens to broadly stimulate the cellular immune 
system by enhancing the function of killer T-cells and helper T-cells. TapImmune’s vaccines restore protein 
expression within cancerous cells, making them immunogenic and providing a signal to the immune system 
to attack the cancer. TapImmune has thus far focused on Class II antigens (4 epitopes), which have been 
discovered in breast cancer patients.   
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TapImmune’s peptide vaccine technology can also be coupled with its recently developed in-house 
Polystart™ nucleic acid-based technology, which is designed to enhance T-cell antigen presentation on the 
surface of appropriate populations of presenting cells. The Polystart™ technology directs the translation and 
subsequent endogenous natural processing of antigenic T-cell epitopes (CD4 and CD8) contained within a 
poly-antigen array(s) at four times the level of conventional comparator systems, thereby providing a greater 
signal/propensity to attract and directly interact with a patient’s T-cells. Accordingly, elevated levels of target 
specific cell surface presented T-cell antigen(s) are correspondingly expected to more effectively engage, 
activate and expand antigen specific killer T-cell population(s) (CD8) that can then seek out and destroy 
target cells (e.g., cancer cells).  Moreover, the Polystart™ technology is designed to express either Class I 
killer or Class II helper (CD4) T-cell antigenic epitopes. No other company possesses a comparative 
technology to Polystart™, which has extremely broad application in oncology and infectious diseases.  
 
TapImmune’s nucleic acid-based systems can also incorporate “TAP” which stands for Transporter 
associated with Antigen Presentation. TAP is a central component of the immune system responsible for the 
processing of antigens 
and their subsequent 
presentation to the body’s 
immune system. TAP-
based products have 
unique and broad 
application as vaccines for 
the treatment of both 
cancer and infectious 
disease. In many solid 
cancer tumors the TAP 
protein system is down-
regulated (greatly reduced 
or switched off) so that the 
immune system does not 
recognize and is not 
stimulated to attack the 
cancer. Restoration of 
TAP function in tumor-
bearing animals results in 
significant reduction in 
tumor mass and prolongation of survival. TapImmune believes that this approach could become a central 
treatment for a wide variety of cancers in addition to making other cancer vaccine approaches more 
effective. In addition, this approach is potentially synergistic to existing therapies.  
 
TapImmune’s product development efforts are opportunistically designed to consider combinations with 
approved and emerging products in both cancer therapeutics and prophylactic vaccines against microbes. 
This approach allows the company to pursue its own internal product development while also positioning it 
to enter into multiple partnerships and licensing agreements.  
 

Source: Company filings and investor materials, www.cancer.gov, SeeThruEquity Research 

HER2+ breast cancer  
 

HER2 is a member of the epidermal growth factor receptor (EGFR/ERBB) family. Amplification or 
overexpression of this oncogene has been shown to play an important role in the development and 
progression of certain aggressive types of breast cancer. The gene mutation, which leads to the elevated 
HER2 levels, occurs only in the cancer cells and is not a type of mutation that you can inherit from a parent. 
Breast cancers with HER2 gene amplification or HER2 protein overexpression are called HER2+ in the 
pathology report. In recent years the protein has become an important biomarker and target of therapy for 
approximately 30% of breast cancer patients. Research demonstrated that HER2+ patients had a 77.1% 
five-year survival rate, compared to 93.7% for HER2-. The patients also had five times the recurrence risk of 
those who were not HER2+ and close to three times the recurrence risk of those who were HER2-. The 
American Cancer Society estimates that there will be approximately 232,670 new cases of invasive breast 
cancer will be diagnosed in women and close to 40,000 women will die from breast cancer in the US in 
2014. 

The current standard of care is trastuzumab (Herceptin®), a monoclonal antibody marketed by Roche 
Holding AG (VTX: ROG.VX). Herceptin slows/retards tumor growth by binding to a segment of the 
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HER2/neu receptor. It has been suggested that Herceptin induces some of its effect by downregulation of 
HER2/neu, leading to disruption of receptor dimerization. Although Herceptin has great affinity for HER2, 
and high doses can be administered (due to a relatively low toxicity profile), 70% of HER2+ patients do not 
respond to treatment. In fact resistance to the treatment develops rapidly, in virtually all patients. 2013 sales 
of Herceptin were $6bn. Another monoclonal antibody, pertuzumab, marketed by Roche as Perjeta®, which 
inhibits dimerization of HER2 and HER3 receptors, was approved by the FDA for use in combination with 
trastuzumab in June 2012. Sales estimates for Perjeta range from $600mn to $2.5bn. Additionally, NeuVax, 
being developed by Galena Biopharma Inc. (NASDAQ: GALE), is a peptide-based immunotherapy that 
directs "killer" T cells to target and destroy cancer cells that express HER2. It has entered phase 3 clinical 
trials.	  

Source: Company filings and investor materials, www.breastcancer.org, www.mayoclinic.org, www.cancer.org, SeeThruEquity Research 

TPIV100 HER2neu+ breast cancer program 
 
On June 1, 2010, TapImmune signed an exclusive licensing option agreement with the Mayo Clinic, 
Rochester MN, for clinical development of a new Her2/neu breast cancer vaccine technology (“TPIV”). An 
IND for phase I human clinical trial on the Her2/neu cancer vaccine in collaboration with the Mayo Clinic was 
allowed by the FDA in July, 2011, and the Mayo IRB approved the trial on May 4, 2012. This trial is fully 
enrolled and closed, and patient dosing has been completed. This study includes 22 patients, all of which 
had previously been treated with Herceptin. Patients were given a monthly intradermal injection of TPIV for 
six months. All patients have received the vaccine, and interim safety analysis on the first six patients is 
complete and shown to be safe. In addition, each of the first six patients treated developed specific T-cell 
immune responses to the antigens in the vaccine composition. An additional secondary endpoint 
incorporated into this Phase I Trial will be a two year follow on recording time to disease recurrence in the 
participating breast cancer patients. The assessment of vaccine safety (primary endpoint) and evaluation of 
immunogenicity (secondary endpoint) for this trial are currently scheduled for completion at the end of 2014. 

Compared to Herceptin, which can only be used with 15-20% of the HER2/neu breast cancer patient 
population, TPIV is applicable to over 50% of the population. TPIV is not limited to breast cancer, as 
Her2/neu is a target for the vaccine in both Colorectal and Ovarian cancer, where there are very few 
therapeutic options. The TPIV Her2/neu vaccine conjugate is unique in that it is designed to stimulate killer T 
cells and the helper T Cells that are needed to sustain the killer cells for a long lasting vaccine that kills 
tumor cells. Published data also supports a fivefold increase in killing efficacy compared to the development 
vaccine Neuvax. 

TapImmune hopes to have the phase I data set by the end of 2014 and commence a phase Ib/II study in 
4Q14E. TapImmune plans to add a Class I peptide, licensed from the Mayo Clinic (April 16, 2012), to the 
four Class II peptides in the context of its phase Ib/II clinical trial. Management believes that the combination 
of Class I and Class II Her2/neu antigens will gives the company the leading Her2/neu vaccine platform. The 
phase Ib/II study would be a multi-center study with approximately 150 patients.  

Source: Company filings and investor materials SeeThruEquity Research 

TPIV200 folate alpha breast and ovarian cancer program 
 
On March 19, 2014, TapImmune announced the signing of an exclusive option agreement for a set of 
unique peptide epitopes targeting Folate Receptor Alpha in both breast cancer and ovarian cancer. Folate 
receptor alpha is expressed in nearly 50% of breast cancers and in addition, over 95% of ovarian cancers, 
for which the only treatment options are surgery and chemotherapy, leaving a very important and urgent 
clinical need for a new therapeutic. Time to recurrence is relatively short for this type of cancer and survival 
prognosis is extremely poor after recurrence. In the U.S. alone, there are approximately 30,000 ovarian 
cancer patients newly diagnosed every year. A 24 patient Phase I clinical trial is currently underway. The 
patients have stage II/III breast, ovarian, peritoneal or fallopian tube cancer. TapImmune is giving patients its 
Multiple epitope Folate Receptor Alpha peptide vaccine (TPIV200), used in combination with 
Cyclophosphamide. Patients are given 100mg of cyclophosphamide orally and TPIV200 intradermally on a 
monthly basis (7-10 days after last dose of cyclophosphamide) for six months. The trial is fully enrolled and 
closed, and phase II advancement is expected and will be assessed in late 2014. This trial will likely focus 
on ovarian cancer, which TapImmune believes will allow it to proceed with an orphan drug application 
pending discussion with the FDA. 
        

Source: Company filings and investor materials, www.cancer.org, SeeThruEquity Research 
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Infectious disease program 
 
Infectious Disease and National Preparedness is another very significant market and ideal therapeutic area 
for the TPIV vaccine conjugate. In the treatment of infectious disease, the use of the company’s TAP 
technology can make vaccines for microbial pathogens significantly more effective. Along with novel 
peptides and the PolyStart™ expression system, the TPIV vaccine platform can address multiple infectious 
diseases as well as pandemic and biodefense threats. This offers a highly sought after solution to situations 
where in a pandemic outbreak like bird flu or H1N1 or a bioterrorism threat, vaccines are insufficient to meet 
demand. It also means that the amount of vaccine required per dose would be significantly reduced and the 
often harmful side effects of those vaccines would be substantially reduced or eliminated. 
 
Management believes that ultimately is combined technology platform(s) will have the potential to increase 
the potency of many of the currently available vaccines and lead to the creation of better, more effective new 
vaccines, thereby allowing TapImmune to participate in this large market through novel new products and in 
combination with existing vaccines. TapImmune’s current Smallpox vaccine study at Mayo Clinic has 
already shown significant benefits over the current vaccine stockpile. In animal models vaccines 
(e.g.smallpox) in the presence of TAP, vaccines were 100-1000 times more effective or potent. It is naturally 
processed and peptide based, making it safer, longer lasting, cheaper and as effective (in animal studies) as 
the current product stockpile. The last DHHS contract for a smallpox vaccine stockpile was worth $1.4bn. 
 

Source: Company filings and investor materials, SeeThruEquity Research 

 

 

 

COMPETITIVE LANDSCAPE 
TapImmune operates in the global pharmaceutical industry, which is highly competitive and tightly regulated. 
HER2/neu+ breast cancer is a deadly disease with a handful of treatment options. Roche’s Herceptin is the 
current standard of care. Perjeta®, also marketed by Roche, was approved by the FDA for use in 
combination with Herceptin in June 2012. Additionally, NeuVax, a peptide-based immunotherapy being 
developed by Galena Biopharma Inc has entered phase 3 clinical trials.	  Companies such as Immunocellular 
Therapeutics (NYSE: IMUC) and Northwest Biotherapeutics, Inc. (NASDAQ: NWBO) are currently working 
on immunological or vaccine-based therapies for other forms of cancer. According to data from the 
International Federation of Pharmaceutical Manufacturers & Associations, there were 1,682 drug candidates 
for cancer as of December 31, 2012, over twice as many as the next three largest categories combined. 
This included 795 candidates in Phase II and 208 in Phase III.  
 
The current standard therapies for TapImmune’s initial targets in cancer include surgery, radiation therapy 
and chemotherapy. However, we believe that these treatments are not precise in targeting only cancerous 
cells and often fail to remove or destroy all of the cancer. The remaining cancer cells may then grow into 
new tumors, which can be resistant to further chemotherapy or radiation, which may result in death. In the 
United States, deaths from cancer are second only to cardiovascular deaths.  
 
Management strongly believes that the comprehensive scientific underpinnings of our overall approach, to 
elicit the production of both helper T-cells and killer T-Cells, will provide TapImmune with highly competitive 
product candidates for the treatment of Her2/neu positive breast cancer, colorectal cancer, ovarian cancer 
and triple negative breast cancer. 

The global market for infectious disease based vaccines is dominated by five companies—Merck & Co., Inc. 
(NYSE: MRK), GlaxoSmithKline (NYSE: GSK), Sanofi Pasteur (the vaccines division of Sanofi SA), Pfizer 
Inc. (NYSE: PFE) and Novartis AG (NYSE: NVS), with Pfizer, GlaxoSmithKline, Sanofi, and Novartis 
collectively accounting for approximately 74% of the market. This market is estimated at roughly $30bn 
worldwide, with the U.S. contributing approximately $20bn. Importantly, there are still significant 
development opportunities in the global vaccine market, as there are more than 300 infectious diseases yet 
effective prophylactic therapies for only approximately 15% of these. 

Source: Company filings, www.phrma.org, www transparencymarketreearch.com, SeeThruEquity Research 
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FINANCIALS AND FUTURE OUTLOOK 
Revenue/Drivers 

TapImmune expects to release phase I data for its TPIV100 and TPIV200 programs in late 2014 and 
commence phase Ib/II studies around the same time period. We are modeling in a $10mn milestone 
payment for the successful completion of the phase Ib/II study in 2016E, a $20mn payment for the 
enrollment of a phase III study in 2019E and a final $20mn for FDA approval in 2021E. We are modeling in 
product revenues commencing in the U.S. in 2022E and Europe in 2023E, and TapImmune receiving an 8% 
royalty stream beginning in 2023E in both regions. We are assigning a $50,000 price per course of therapy 
and assuming an initial patient market share of 10%, growing to 50% by 2029E. We are risk adjusting our 
revenue stream by assigning a 20% probability of success. Once a drug commences a phase II study, it has 
a 30% chance of successfully making it to the market. Each of the first six patients treated in TapImmune’s 
phase I HER2/neu breast cancer study developed specific T-cell immune responses to the antigens in the 
vaccine composition, proving a solid case for advancement to phase II in 2014E. Given that TapImmune’s 
products are not yet in phase II, and that cancer drugs have a higher degree of failure than a typical drug 
candidate, we feel our adjustment is appropriate. 
 
We are modeling in peak U.S. sales of TPIV100 of $5.1bn and peak European sales of $8.9bn. Herceptin, 
which recorded $6bn in 2013 sales, is only applicable to 15-20% of the HER2/neu breast cancer patient 
population. TPIV100 can address closer to 50% of the patient population. 
 

Margins/Expenses 

TapImmune has stated that it will need approximately $7.5mn in both 2014 and 2015 to commence two 
separate phase Ib/II studies. TapImmune has also stated the intentions of entering a partnership agreement 
after completion of its phase Ib/II studies, which would be in the 2016E time frame. As TapImmune’s drug 
candidates progress past phase Ib/II, we would expect significantly higher expenses.   

Balance Sheet & Financial Liquidity 

TapImmune had $93,635 in cash among its $109,386 in assets as of March 31, 2014. The company also 
had $3.9mn in accounts payable and accrued liabilities included in its $5.6mn in total liabilities. TapImmune 
has the right to settle $2.6mn of the accrued liabilities in shares of common stock. 
   
TapImmune has converted $4.8mn of debt into equity over the last 12 months, and had $520k in debt as of 
March 31, 2014.  
 
TapImmune will need to raise capital over the balance of 2014 and 2015 to fund its phase Ib/II studies and 
continue operations. As of April 1, 2014, TapImmune had 16.1mn shares outstanding. We are modeling in 
TapImmune raising $7mn over the balance of 2014E and another $7.5mn in 2015E. This would take the 
company’s share count to approximately 23mn.  
 
 

Figure 2. Key Performance Indicators of TapImmune, FY13E–18E 

  

Source: Company filings, SeeThruEquity Research 
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VALUATION 
We have valued TapImmune using a discounted cash flow (“DCF”). Our DCF valuation yields a fair value of 
$6.97 per share, representing an upside of 252% from the recent price of $1.98 as of May 22, 2014. 

DCF 
We expect TapImmune to receive milestone payments in 2016E, 2019E and 2021E, and royalties from the 
sales of its cancer vaccine products to commence in 2022E. We project free cash flow to move from 
($6.5mn) in 2014E to $100.2mn in 2030E. We discounted cash flows at a weighted average cost of capital 
of 22.4% and assumed a terminal growth rate of 1% at the end of 2030E to arrive at an enterprise value of 
$111.3mn. Adjusting for the cash balance of $94k and debt of $520k as of March 31, 2014, we arrived at a 
fair value of $6.97 per share. 
 

Figure 3. Discounted Cash Flow Analysis 
 

  
 
 

Summary conclusions  Key assumptions  
DCF FV ($ per share) 6.97 Beta 2.0 
Recent price ($ per share) 1.98 Cost of equity 22.7% 

Upside (downside) 252.2% Cost of debt (post tax) 6.0% 

WACC 22.4% Terminal Growth Rate 1.0% 

Source: SeeThruEquity Research 

 

Figure 4. Sensitivity of Valuation – WACC vs. Terminal Growth Rate 
    WACC (%) 

Te
rm

in
al

 g
ro

w
th

 ra
te

 
(%

) 

6.97 21.4% 21.9% 22.4% 22.9% 23.4% 

0.00% 7.88 7.41 6.97 6.56 6.18 

0.50% 7.88 7.41 6.97 6.56 6.18 

1.00% 7.88 7.41 6.97 6.56 6.18 

1.50% 7.88 7.41 6.97 6.56 6.18 

2.00% 7.88 7.41 6.97 6.56 6.18 

 2.50% 7.88 7.41 6.97 6.56 6.18 

Source: SeeThruEquity Research 

 

$’ 000 FY14E FY15E FY16E FY17E FY18E FY19E FY20E FY21E FY22E FY23E FY24E FY25E FY26E FY27E FY28E FY29E FY30E
EB IT (7,222) (7,500) (5,000) (20,000) (25,000) (5,000) (50,000) (33,734) (6,134) 8,334	   29,163	   44,898	   67,142	   90,155	   113,956	   138,570	   154,215	  

L ess :	  Tax 0	   0	   0	   0	   0	   0	   0	   0	   (2,147) 2,917	   10,207	   15,714	   23,500	   31,554	   39,885	   48,499	   53,975	  

NO P L A T (7,222) (7,500) (5,000) (20,000) (25,000) (5,000) (50,000) (33,734) (3,987) 5,417	   18,956	   29,183	   43,643	   58,600	   74,071	   90,070	   100,240	  

C hg 	  in	  wrkg 	  c apita l 693	   0	   0	   0	   0	   0	   0	   0	   0	   0	   0	   0	   0	   0	   0	   0	   0	  

D&A 0	   0	   0	   0	   0	   0	   0	   0	   0	   0	   0	   0	   0	   0	   0	   0	   0	  

C apex 0	   0	   0	   0	   0	   0	   0	   0	   0	   0	   0	   0	   0	   0	   0	   0	   0	  

F C F F (6 , 5 2 9 ) (7 , 5 0 0 ) (5 , 0 0 0 ) (2 0 , 0 0 0 ) (2 5 , 0 0 0 ) (5 , 0 0 0 ) (5 0 , 0 0 0 ) (3 3 , 7 3 4 ) (3 , 9 8 7 ) 5 , 4 17 	   18 , 9 5 6 	   2 9 , 18 3 	   4 3 , 6 4 3 	   5 8 , 6 0 1	   7 4 , 0 7 2 	   9 0 , 0 7 0 	   10 0 , 2 4 0 	  

Disc ount	  fac tor 0.88	   0.72	   0.59	   0.48	   0.39	   0.32	   0.26	   0.21	   0.18	   0.14	   0.12	   0.10	   0.08	   0.06	   0.05	   0.04	   0.03	  

P V 	  of	  F C FE (5,770) (5,413) (2,948) (9,630) (9,832) (1,606) (13,119) (7,229) (698) 774	   2,214	   2,783	   3,400	   3,729	   3,849	   3,823	   3,475	  

S um	  of	  P V 	  of	  F C FE (32,197)

Termina l	  c ash	  flow 446,853	  

P V 	  of	  termina l	  c ash	  flow 143,543	  

E n te rp ris e 	  va lu e 111,346	  

L ess :	  Debt 520	  

Add:	  C ash 94	  

E q u ity 	  va lu e 111, 9 6 0 	  

Outstanding 	  shares 	  (mn) 16.1
F a ir	  va lu e 	  p e r	  s h a re 	  
($ )

6 . 9 7



	   	  

 © 2011-2014 SeeThruEquity, LLC. Important disclosures appear at the back of this report. 9 | P a g e  

TapImmune, Inc. 

Equity | Healthcare / Biotechnology  

May 23, 2014 

Peer Group Valuation 
We have included a peer table for the basis of comparison. Peers include Dendreon Corporation, 
ImmunoCellular Therapeutics, Ltd. and Northwest Biotherapeutics, Inc., among others.  
 
Figure 5. Comparable Valuation (Data as of 05/21/14) 

Company Mkt cap  
($ mn) 

EV/Revenue(x) Price/Revenue(x) 
FY14E FY15E FY14E FY15E 

Agenus Inc.  162  73.8x 49.2x 80.9x 53.9x 

CytRx Corporation  199  N/A N/A N/A N/A 

DelMar Pharmaceuticals 25  N/A 32.4x N/A 24.7x 

Dendreon Corporation  354  2.7x 2.4x 1.2x 1.1x 

Galena Biopharma, Inc.  257  16.4x 12.6x 19.8x 15.1x 

ImmunoCellular Therapeutics, Ltd. 74  N/A N/A N/A N/A 

Lion Biotechnologies 141  N/A N/A N/A N/A 

Northwest Biotherapeutics, Inc.  318  161.2x 322.4x 159.0x 318.0x 

Oncothyreon Inc.  192  N/A N/A N/A N/A 

Average   50.8x 69.8x 55.2x 70.4x 

TapImmune, Inc. 32 N/A N/A N/A N/A 

Premium (discount)   N/A N/A N/A N/A 

Source: Bloomberg, SeeThruEquity Research 
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RISK CONSIDERATIONS 
Early stage drug development 

The process of developing drugs and bringing them to market is an extremely risky venture. Statistics show 
that less than 10% of compounds that progress past phase I testing will make it to market. TapImmune 
currently has two pipeline products in phase I testing and another two in preclinical trials. Furthermore, 
oncology therapeutics have proven to be the most difficult category to gain drug approval.    

Competition 

Competition in the oncology space is intense, as IFPMA estimates that there were approximately 5000 
medicines in development globally (spanning phase I to regulatory review) as of December 31, 2013. 
Oncology makes up the largest category of drugs in development, with over 1500 compounds currently 
being tested and/or under review. Currently available drugs include Herceptin and Perjeta, and there are 
also competing vaccines in development.  

Financing and dilution 

TapImmune ended 1Q14 with $93,635 in cash. It has outlined the need to raise approximately $7mn in both 
2014 and 2015 to conduct phase Ib/II studies and continue operations. Should TapImmune have to raise 
capital at unsatisfactory terms, existing shareholders may face dilution of their holdings.  

Share liquidity  

TapImmune currently trades on the OTCQB, although the company hopes to uplist to NASDAQ in the next 
12-18 months. The stock has averaged approximately 11,509 shares traded a day over the past three 
months. At the recent price of $2.00, this comes out to roughly $23,134 in daily traded volume. Getting into 
or out of a position in TapImmune may be difficult depending on the market environment.  
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Management Team  

Glynn Wilson, Ph.D – Chairman and Chief Executive Officer 

Glynn brings an extensive background of success in corporate management and product development with 
tenures in both major multinational    pharmaceutical companies and start-up pharmaceutical/biotech 
organizations. Dr. Wilson's former positions include Head of Drug Delivery at SmithKline Beecham 
Pharmaceuticals, Research Area Head in Advanced Drug Delivery at Ciba-Geigy Pharmaceuticals, and 
President and co-founder of Auriga Pharmaceuticals. As Executive Vice President of R&D at Tacora 
Corporation he was responsible for merging the Company with Access Pharmaceuticals. He is a recognized 
leader in the development of drug delivery systems. Glynn has a Ph.D. in Biochemistry and conducted 
medical research at The Rockefeller University, New York. He has been on the Board of TapImmune for 5 
years. 

Mark Reddish – Director and Development Advisor 

Mark has an extensive background of success in immunotherapy product development.  He was formerly 
Vice President of Product Development and Principal Investigator, Biodefense at ID Biomedical, Bothell, 
WA, prior to the acquisition of the company by Glaxo SmithKline for $1.6 billion. At Biomira Inc, (renamed 
Oncothyreon) he was responsible for preclinical development of their cancer vaccines program where he led 
the early research and clinical development of Stimuvax, which is currently in late Stage 3 clinical trials 
under a partnership with Merck KGa. Mark brings thirty years of biomedical experience ranging from clinical 
and academic research to industrial product development at Bayer and Baxter.  Mark has a degree in 
Immunology from the University of Massachusetts. 

Robert Florkiewicz - Head of Research 

Dr. Florkiewicz has experience in both academic and biotechnology environments. Most recently he 
conducted research on human embryonic stem-cell based therapies at the University of Washington. He 
was the Director of Cellular and Molecular Biology and co-founder of Ciblex Corporation, a spin-out from his 
laboratory at the Scripps Institute, San Diego. He was a patent agent at Seed Intellectual Law Group in 
Seattle and at ID Biomedical where he managed the Company’s intellectual property portfolio prior to and 
through its acquisition by GlaxoSmithKline. He has a Ph.D. in Molecular and Development Biology from the 
University of Arizona (focusing on the molecular biology of various RNA viruses) and was a postdoctoral 
fellow at the Salk Institute (focusing on the intracellular trafficking of proteins encoded by vesicular stomatitis 
virus). As a Research Scientist at Synergen, Inc. he helped establish the viral vector and animal cell 
expression group, and also discovered novel molecular mechanisms modulating FGF2 gene expression. 

 
Top Institutional and 13F Filer Ownership 

Shareholder Number of Shares Percent of  

Major Holders & Key Insiders Owned 
Shares 

Outstanding 

Alan Lindsay 1,243,000 7.7% 

Smed Capital 1,042,663 6.5% 

Ayer Special Situations Fund I LP 945,000 5.9% 

Ayer Capital Partners Kestrel Fund 630,000 3.9% 

Glynn Wilson 543,457 3.4% 

Total  4,404,120  27% 

* Percentages are calculated based on 16,058,815 shares of common stock outstanding as of April 14, 2014 
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FINANCIAL SUMMARY 
Figure 6. Income Statement 

Figures in $mn unless specified FY11A FY12A FY13A FY14E FY15E FY16E 

Revenue 0.0  0.0  0.0  0.0  0.0  10.0  
YoY growth N/A N/A N/A N/A N/A N/A 

Cost of sales 0.0 0.0 0.0 0.0 0.0 0.0 

Gross Profit 0.0  0.0  0.0  0.0  0.0  10.0  
Margin N/A N/A N/A N/A N/A 100.0% 

Operating expenses 3.3 6.2 3.3 7.2 7.5 15.0 

EBIT (3.3) (6.2) (3.3) (7.2) (7.5) (5.0) 

Margin N/A N/A N/A N/A N/A (50.0%) 

EBITDA (3.3) (6.2) (3.3) (7.2) (7.5) (5.0) 
Margin N/A N/A N/A N/A N/A (50.0%) 

Other income/ (expense) 1.3  0.1  (2.2) (28.5) 0.0  0.0  

Profit before tax (2.0) (6.2) (5.5) (35.7) (7.5) (5.0) 

Tax 0.0  0.0  0.0  0.0  0.0  0.0  

Net income (2.0) (6.2) (5.5) (35.7) (7.5) (5.0) 
Margin N/A N/A NM N/A N/A (50.0%) 

EPS (per share) (0.04) (9.42) (4.87) (2.21) (0.33) (0.21) 

Source: SeeThruEquity Research 
 

Figure 7. Balance Sheet 

Figures in $mn, unless specified FY11A FY12A FY13A FY14E FY15E FY16E 

Current assets 0.3 0.1 0.1 1.6 2.4 1.1 

Intangibles 0.0  0.0  0.0  0.0  0.0  0.0  

Other assets 0.0  0.0  0.0  0.0  0.0  0.0  

Total assets 0.3 0.1 0.1 1.6 2.4 1.1 
Current liabilities 3.8 6.1 8.8 6.1 6.1 6.1 

Other liabilities 0.0  0.0  0.0  0.0  0.0  0.0  

Shareholders’ equity (3.5) (6.0) (8.8) (4.5) (3.8) (5.0) 

Total liab and shareholder equity 0.3  0.1  0.1  1.6  2.4  1.1  

Source: SeeThruEquity Research 
	  

Figure 8. Cash Flow Statement 

Figures in $mn, unless specified FY11A FY12A FY13A FY14E FY15E FY16E 

Cash from operating activities (1.3) (1.6) (0.7) (5.8) (6.8) (4.2) 

Cash from investing activities 0.0  0.0  0.0  0.0  0.0  0.0  

Cash from financing activities 1.5  1.4  0.7  7.4  7.5  3.0  

Net inc/(dec) in cash 0.2  (0.2) 0.0  1.6  0.7  (1.2) 
Cash at beginning of the year 0.0  0.3  0.0  0.0  1.6  2.4  

Cash at the end of the year 0.3  0.0  0.0  1.6  2.4  1.1  

Source: SeeThruEquity Research 
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About TapImmune, Inc. 

TapImmune Inc. is an immunotherapy company specializing in the development of innovative vaccine 
technologies for the treatment of cancer and infectious disease. The Company’s vaccine compositions, 
peptide or nucleic acid-based, comprise one or multiple naturally processed epitopes (NPEs) designed to 
comprehensively stimulate a patients’ killer T-cells, helper T-cells and to restore or further augment antigen 
presentation by using proprietary nucleic acid-based expression systems. The Company’s vaccine 
compositions may be used as stand-alone medications or in combination with current treatment modalities.  

Please visit the Company’s website at www.tapimmune.com for details. 
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DISCLOSURE: 
This report has been prepared and distributed by SeeThruEquity, LLC. This report is based on sources that we consider reliable, but we do not 
represent it is accurate or complete, and it should not be relied on as such. All information contained herein is subject to change without notice. This 
report is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. It does 
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Clients should consider whether any information in this report is suitable for their particular circumstances and, if appropriate, seek professional advice, 
including tax advice. Statements included in this report may constitute forward-looking statements within the meaning of the Private Securities Litigation 
Reform Act of 1995. Such statements involve a number of risks and uncertainties such as competitive factors, technological development, market 
demand and the company's ability to obtain new contracts and accurately estimate net revenues due to variability in size, scope and duration of projects, 
and internal issues. 
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the publicly traded shares of the subject company covered in this report.  SeeThruEquity, LLC is not a broker-dealer and does not generate any 
investment banking or commission-based revenue with respect to the securities of the company described herein. 

Our professionals may provide oral or written market commentary that reflects opinions that are contrary to the opinions expressed in this report. The 
price and value of the investment referred to in this report may fluctuate. Past performance is not a guide to future performance, future returns are not 
guaranteed, and a loss of original capital may occur. Certain transactions, including those involving futures, options, and other derivatives, give rise to 
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report is simultaneously available to all recipients in any form. The information contained in this report is not incorporated into the contents of our website 
and should be read independently thereof. 
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