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Important information
This is an important document that you should read in full.
If you do not understand it, consult your professional advisor.
The Prospectus also contains an offer of 1 Share (Cleansing Offer)
for the purpose of section 708A(11) of the Corporations Act
to remove any trading restrictions on the sale of Shares issued
by the Company without disclosure under Chapter 6D of the
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Important Notices
Offer
The Offer contained in this Prospectus is an
invitation to apply for fully paid ordinary shares
(Shares) in 4DMedical Limited ACN 161 684 831
(Company or 4DMedical). This Prospectus
is issued by the Company and 4DMedical
SaleCo Limited ACN 641 301 662 (SaleCo).
Lodgement, Listing and Expiry
This Prospectus is dated 6 July 2020 and a
copy was lodged with the Australian Securities
and Investments Commission (ASIC) on
6 July 2020 (Prospectus Date). The Company
will apply to ASX Limited (ASX) within 7 days
after the Prospectus Date for admission of the
Company to the Official List and for the
quotation by ASX of its Shares (including those
offered by this Prospectus). Neither ASIC nor
ASX, or their officers takes any responsibility
for the content of this Prospectus or the merits
of the investment set out in this Prospectus.

Prospectus warrants or guarantees the successful
performance of the Company, the repayment
of capital, the payment of dividends, the price
at which the Shares will trade on ASX or
any return on investment made pursuant
to this Prospectus.
No person is authorised to give any information,
or to make any representation, in connection
with the Offer described in this Prospectus,
other than that which is contained in this
Prospectus. Investors should rely only on
information in this Prospectus. Any information
or representation not contained in this Prospectus
may not be relied on as having been authorised
by the Company, its Directors, SaleCo, SaleCo’s
directors or any other person in connection
with the Offer. This Prospectus includes
information about past performance of the
Company and investors should be aware that
past performance should not be relied upon
as being indicative of future performance.

As set out in Section 7.2, it is expected that
the Shares will be quoted on ASX on a normal
settlement basis. The Company, SaleCo, the
Share Registry and the Joint Lead Managers
disclaim all liability, whether in negligence
or otherwise, to persons who trade Shares
before receiving their holding statement,
even if such person received confirmation
of their allocation from the 4DMedical IPO
Offer Information Line or confirmed their
firm allocation through a Broker.

Privacy

This Prospectus expires on 6 August 2021
(Expiry Date) being 13 months after the
Prospectus Date. No Shares will be allotted
or issued on the basis of this Prospectus later
than the Expiry Date.

Once an Investor becomes a Shareholder,
the Corporations Act and taxation legislation
will require certain information about the
Shareholder to be included in the Share register.
In accordance with the requirements of the
Corporations Act, the Share register will
be accessible by members of the Company.
The information must continue to be included
in the Share register even where a Shareholder
ceases to be a Shareholder.

Exposure Period
The Corporations Act prohibits the Company
from processing Applications in the 7 day period
after the date of lodgement of the Prospectus
with ASIC (Exposure Period). The Exposure
Period may be extended by ASIC by up to a
further 7 days. Applications received during
the Exposure Period will not be processed until
after the expiry of that period. No preference
will be conferred on Applications received
during the Exposure Period.
Not financial advice
Investors should read this Prospectus in
its entirety before deciding to invest in the
Company. In particular, investors should refer
to Sections 4, 5 and 9 of this Prospectus for
financial information relating to the Company
and details of the risk factors that could affect
the performance of the Company. There may be
additional risk factors that should be considered
by prospective investors in light of an investor’s
personal circumstances. The information in
this Prospectus does not take into account the
investment objectives, personal circumstances
(including financial and taxation issues) and
particular needs of investors. The information
in this Prospectus is not financial product advice
and investors should consider the prospects of
the Company in light of their individual objectives,
circumstances and needs. Investors should
seek professional advice from a stockbroker,
lawyer, accountant or other independent
financial adviser before deciding to invest
in the Company. Neither the Company,
SaleCo nor any other person named in this

Applicants will be asked to provide personal
information to the Company and SaleCo (directly
or via its agents). Refer to Section 11.17 of this
Prospectus for information on how the Company,
SaleCo and their agents collect, hold and use
this personal information.
Application Forms which do not contain all
the requested information may not be able
to be processed by the Company or SaleCo.

Forward looking statements
This Prospectus contains forward looking
statements such as “may”, “could”, “believes”,
“estimates”, “anticipates”, “expects”, “intends”
and other similar words. Forward looking
statements are based on an assessment of
the present economic and operating conditions
of the Company, as well as certain assumptions
regarding future events and actions that
are reasonably anticipated to occur as at the
date of this Prospectus. Such statements and
information should be read and considered
in light of the risk factors set out in Section 5
of this Prospectus, the general assumptions and
other information contained in this Prospectus.
The forward looking statements are not
guarantees of future performance of the
Company and are premised on known risks,
uncertainties, assumptions and other factors
many of which are beyond the control of
the Company and its Subsidiaries. While the
Company believes that the expectations reflected
in the forward looking statements in this
Prospectus are reasonable, neither the Company,
SaleCo, nor any of the Company’s subsidiaries
gives any assurance that the results, performance
or achievements stated or implied in the forward
looking statements contained in this Prospectus
will actually occur and investors are cautioned
not to place undue reliance on the forward
looking statements.

This Prospectus contains information based
on industry forecasts, projections, management
estimates and market data that has been
obtained by the Company from third parties.
The Company and SaleCo have not
independently verified this information.
There is no assurance that any outcomes
predicated on such industry forecasts, projections
and market data, to which this Prospectus
refers, will be achieved. The Company and
SaleCo make no representation and expressly
disclaim any liability as to the completeness
or accuracy of such information or projections.
Estimates, forecasts and projections involve
risks and uncertainties and are subject to
change based on various factors including
those disclosed in the risk factors set out
in Section 5.
Neither the Company nor SaleCo has any
intention to update or revise any forecasts
or forward looking statements, or to publish
prospective financial information in the future,
regardless of whether new information, future
events or other factors affect the information
contained in this Prospectus, other than to
the extent required by law.
Industry and market data
This Prospectus, including the Industry Overview
in Section 2 and the Company Overview in
Section 3, contains statistics, data and other
information (including forecasts and projections)
relating to markets, market sizes, market shares,
market segments, market positions and other
industry data pertaining to the Company’s
business and markets.
The Company has obtained significant
portions of this information from market
research prepared by third parties. Investors
should note that market data and statistics
are inherently predictive and subject to
uncertainty and not necessarily reflective
of actual market conditions.
There is no assurance that any of the forecasts
or projections in the reports and surveys of
any third party that are referred to in this
Prospectus will be achieved. The Company
has not independently verified, and cannot
give any assurances to the accuracy or
completeness of, this market and industry
data or the underlying assumptions used
in generating this market and industry data.
Estimates involve risks and uncertainties and
are subject to change based on various factors,
including those discussed in the risk factors set
out in Section 5.
Statements of past performance
This Prospectus includes information regarding
the past performance of the Company.
Investors should be aware that past performance
should not be relied upon as being indicative
of future performance.
Restrictions on distribution
This Offer is available to Australian residents
located in Australia. This Prospectus does
not constitute an offer in any place in which,
or to any person to whom, it would not be
lawful to make such an offer. As at the date
of this Prospectus, no action has been taken
to register or qualify the Shares or the Offer
or to otherwise permit a public offering of
Shares outside Australia. Persons who obtain this

Prospectus in jurisdictions outside of Australia
may be restricted by the laws of the relevant
jurisdiction from making an Application for
Shares and should seek advice on and observe
such restrictions. Any failure to comply with
these restrictions may constitute a violation
of applicable securities laws. For details of
selling restrictions that apply to the Shares
in certain jurisdictions outside Australia,
please refer to Section 7.11.2.
In particular, the Shares have not been, and will
not be, registered under the US Securities Act
or any US state securities laws and may not be
offered or sold in the United States except in
transactions exempt from, or not subject to,
the registration requirements of the US
Securities Act and applicable US state
securities laws.
Obtaining a copy of this Prospectus
An electronic version of this Prospectus
(Electronic Prospectus) can be downloaded
from www.4dmedical.com/prospectus.
Any person accessing the Electronic Prospectus
for the purpose of making an investment in
the Company must be an Australian resident
and must only access the Electronic Prospectus
from within Australia. Persons who access this
Prospectus electronically should ensure they
download and read the entire Prospectus,
accompanied by the relevant Application Form.
Applications for Shares may only be made on the
Application Form attached to, or accompanying,
this Prospectus in its hard copy form, or in its
electronic form which must be downloaded
in its entirety from the website specified
above together with a copy of this Prospectus.
The Application Form may be generated by
software accessible by the same means as the
Prospectus. The Company will also send a copy
of the Prospectus and Application Form free of
charge to any person in Australia during the
Offer Period.
Applications
An Application for Shares in the Company may
only be made during the Offer Period on the
Application Form attached to, or accompanying,
this Prospectus in its paper form or in its
electronic form which must be downloaded in
its entirety from www.4dmedical.com/prospectus.
Please refer to Section 1.8 and Section 7 of
this Prospectus for instructions as to how to
make an Application for Shares.
The Corporations Act prohibits any person
from passing the Application Form on to
another person unless it is attached to a
complete and unaltered paper copy or electronic
version of this Prospectus. By making an
Application, you represent and warrant that
you were given access to this Prospectus,
together with an Application Form. The Company
reserves the right not to accept completed
Application Forms if it has reason to believe
that the Applicant has not received a complete
copy of this Prospectus, and any relevant
supplementary or replacement prospectus,
or has reason to believe that the Application
Form, or any of those documents, has been
altered or tampered with in any way. Cooling-off
rights do not apply to an investment in Shares
offered under this Prospectus.
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Photographs and diagrams

Financial Information presentation

Photographs and diagrams used in this
Prospectus that do not have descriptions
are for illustration only and should not be
interpreted to mean that any person shown
in them endorses this Prospectus or its contents
or that the assets shown in them are owned
by the Company. Diagrams are illustrative only
and may not be drawn to scale. Unless otherwise
stated, all data contained in the charts, graphs
and tables is based on information available
at the Prospectus Date.

Section 4 sets out in detail the Financial
Information referred to in this Prospectus.
The basis of the preparation of the Financial
Information is set out in Section 4.2.

Company website
Any references to documents included on the
Company’s website at www.4dmedical.com
are provided for convenience only, and none
of the documents or other information available
on the website, or any other website referred
to in the sources contained in this Prospectus,
are incorporated in this Prospectus by reference.
Defined terms and abbreviations
Please refer to the Glossary Section of this
Prospectus for explanations of defined terms
and abbreviations used in this Prospectus.
Unless stated or otherwise implied, references
to times in this Prospectus are to local Melbourne
time (AEST). All financial amounts shown in this
Prospectus are expressed in Australian dollars,
unless otherwise stated. Any discrepancies
between totals and sums and components
in charts, graphics and tables contained
in this Prospectus are due to rounding.
Disclaimer
Except as required by law, and only to the
extent so required, none of the Company, the
Directors, the Company’s management, SaleCo
and SaleCo’s directors, the Joint Lead Managers
or any other person warrants or guarantees
the future performance of the Company, or
any return on any investment made pursuant
to this Prospectus.
As set out in Section 7.2, it is expected
that the Shares will be quoted on ASX on
a normal settlement basis. The Company,
SaleCo, the Share Registry and the Joint Lead
Managers disclaims all liability, whether in
negligence or otherwise, to persons who trade
Shares before receiving a holding statement,
even if such person received confirmation
of allocation from the 4DMedical IPO Offer
Information Line or confirmed their firm
allocation through a Broker.
E&P Corporate Advisory Pty Ltd and Bell Potter
Securities Limited have acted as Joint Lead
Managers to the Offer and have not authorised,
permitted or caused the issue or lodgement,
submission, dispatch or provision of this
Prospectus and there is no statement in this
Prospectus which is based on any statement
made by either of the Joint Lead Managers or
by any of their respective affiliates, officers or
employees. To the maximum extent permitted
by law, each Joint Lead Manager and each
of its respective affiliates, officers, employees
and advisers expressly disclaims all liabilities in
respect of, makes no representations regarding,
and takes no responsibility for, any part of
this Prospectus other than references to its
respective names and make no representation
or warranty as to the currency, accuracy,
reliability or completeness of this Prospectus.

All references to FY2017, FY2018, FY2019
and HY2020 are to the financial years ended
or ending 30 June 2017, 30 June 2018,
30 June 2019 and the financial half year ended
or ending 31 December 2019 respectively,
unless otherwise indicated.
The Financial Information has been prepared
in accordance with the recognition and
measurement principles prescribed in the
Australian Accounting Standards issued by the
Australian Accounting Standards Board (AASB)
and the accounting policies of the Company.
The significant accounting policies of the
Company relevant to the Financial Information
are set out in Appendix A.
The Financial Information including the Pro Forma
Historical Information in this Prospectus should
be read in connection with, and they are
qualified by reference to, the information
contained in Sections 3 and 5.
All financial amounts contained in the Prospectus
are expressed in Australian dollars unless
otherwise stated. Any discrepancies between
totals and sums and components in tables,
figures and diagrams contained in this Prospectus
are due to rounding.
Financial Services Guide
The provider of the Independent Limited
Assurance Report on the Financial Information
is required to provide Australian retail clients
with a Financial Services Guide in relation
to that review under the Corporations Act.
The Independent Limited Assurance Report
and accompanying Financial Services Guide
is provided in Section 9.
Use of trademarks
This Prospectus includes the Company’s
registered and unregistered trademarks. All other
trademarks, trade names and service marks
appearing in this Prospectus are the property
of their respective owners.
Questions
If you have any questions about how to apply
for Shares, call your Broker or the 4DMedical
IPO Offer Information Line on 1800 129 431
between 8:30am and 5:30pm (AEST), Monday
to Friday. Instructions on how to apply for Shares
are set out on Section 7 of this Prospectus
and on the back of the Application form.
If you have any questions about whether
to invest in the Company, you should seek
professional advice from your accountant,
financial adviser, stockbroker, lawyer or other
professional adviser before deciding whether
to invest in Shares.
This Prospectus is important and should
be read in its entirety.
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OUR MISSION
Our mission is to improve global health by providing
unique and non-invasive imaging technologies that enable
unprecedented insight into pulmonary function, critical
in the analysis and management of respiratory diseases.

Key Dates
Key Dates
Prospectus Date

Monday 6 July 2020

Exposure Period begins

Tuesday 7 July 2020

Exposure Period ends

Monday 13 July 2020

Offers open

9am (AEST) Tuesday 14 July 2020

Broker Firm Offer and Priority Offer closes

5pm (AEST) Monday 10 August 2020

Issue of Shares under Broker Firm Offer, Institutional Offer and Priority Offer

Thursday 13 August 2020

Cleansing Offer closes

5pm (AEST) Thursday 13 August 2020

Expected commencement of trading on the ASX (on a normal settlement basis)
(Completion of the Offer)

Friday 14 August 2020

Expected completion of despatch of holding statements

Monday 17 August 2020

Notes
The above timetable is indicative only and may change. Unless otherwise indicated, all times are stated in Melbourne, Australia time (AEST). The Company and SaleCo,
in conjunction with the Joint Lead Managers, reserve the right to vary any and all of the above dates and times without notice, including, subject to the Corporations Act,
to close the Offer early, to extend the Closing Date, or to accept late Applications, either generally or in particular cases. The Company and SaleCo reserve the right to cancel
or withdraw the Offer before Completion, in each case without notifying any recipient of this Prospectus or Applicants. If the Offer is cancelled or withdrawn before the issue
or transfer of Shares, then all Application Monies will be refunded in full (without interest) as soon as possible in accordance with the requirements of the Corporations Act.
Investors are encouraged to submit their Application Forms as soon as possible after the Offer opens.
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Key Offer Statistics
The Offer
Offer Price

$0.73 per Share

Number of Shares available under the Offer comprising:

76,429,701*

Total number of Shares to be issued by the Company under the Offer

68,493,152

Total number of Shares to be sold by SaleCo under the Offer1

7,936,549

Number of Shares to be held by existing Shareholders on Completion of the Offer2

151,821,506

Number of Shares issued to Converting Note holders3

36,511,199

Total number of Shares on issue at Completion of the Offer

264,762,406

Total proceeds from the Offer comprising:

$55.79 million*

Total proceeds from the issue of Shares by the Company under the Offer

$50.00 million

Total proceeds from the sale of Shares by SaleCo under the Offer

$5.79 million

Market capitalisation at the Offer Price4

$193.28 million

Pro forma net cash (as at 31 December 2019)5

$57.59 million

Enterprise value at the Offer Price6

$135.68 million

Number of Options on issue on Completion of the Offer

20,666,069

*

This includes 1 Share issued under the Cleansing Offer at the Offer Price.

1.

See Section 11.3 for further information in relation to the offer of Shares by SaleCo.

2.

Including Existing Shareholders and holders of Options and Rights granted under the Legacy Employee Incentive Plan who will be issued Shares in the manner set out
in Sections 6.4.4 and 7.3, and does not include any participation of these persons under the Offer (other than as Selling Shareholders or Selling Holders into SaleCo).

3.

The Converting Note holders will acquire Shares at an offer price of approximately $0.50 per Share. See Section 7.3.4.

4.

Market capitalisation at the Offer Price is defined as the Offer Price multiplied by the total number of Shares on issue on Completion of the Offer.

5.

Net cash of $57.59 million is calculated on a pro forma basis (as at 31 December 2019), immediately after Completion of the Offer.

6.

The enterprise value at the Offer Price is calculated by subtracting pro forma net cash (as at 31 December 2019) from market capitalisation at the Offer Price.
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Chair’s Letter
6 July 2020
Dear investor,
On behalf of the Directors of 4DMedical Limited (4DMedical), it is my pleasure to present this Prospectus and invite you
to become a Shareholder in the Company.
4DMedical is a medical technology company focused on commercialising its patented respiratory imaging platform, XV Technology
to enhance the capacity of physicians to diagnose and manage patients with respiratory diseases.
The global respiratory diagnostic market is estimated to be US$31 billion. Though this market is large and growing, in modern
medical facilities, respiratory diagnostics are dominated by three procedures: the pulmonary function test (invented in the 1860s),
the X-ray (invented in the 1890s) and the CT (invented in the 1970s).
4DMedical’s XV Technology has a number of advantages that can aid market adoption:
• XV Technology provides a non-invasive modality for physicians to understand regional lung motion and air flow,
and to identify respiratory deficiencies earlier and more sensitively;
• XV Technology is designed to be fully compatible with existing hospital and clinic equipment so not requiring any
capital expenditure; and
• XV Technology will be delivered through a cloud-based Software as a Services (SaaS) model, allowing 4DMedical
to deliver its technology more quickly and at a lower cost base to existing procedures.
All of 4DMedical’s technology and intellectual property has been pioneered by the Company’s in-house development team and
validated by a number of clinical trials in partnership with leading U.S. hospitals. Continued engagement with key opinion leaders
in the field may provide 4DMedical access to early opportunities such as early use of products in a clinical research setting.
In May 2020, the Company received FDA 510(k) clearance for the use of its XV Technology in its ventilation analysis software and
is currently being sold in the U.S. The core driver of near-term sales growth will be the rollout of the Company’s flagship software
product XV (Ventilation) in the US. The market for respiratory diagnostics is the U.S. alone is US$13.7 billion and 73.5 million
diagnostic procedures per year. The Company is positioned to capitalise on its foundation and accelerate its growth plan.
With numerous granted and pending patents in commercial territories including Australia, the European Union and in Asia,
future growth will be driven by the sale of other 4DMedical products as they progress development and receive the necessary
regulatory approvals.
Under the Offer, 4DMedical is seeking to raise gross proceeds of $55.79 million. The proceeds raised will predominantly
be used to execute the Company’s growth strategy, which is focused on increasing its sales and marketing capabilities in the US
to drive future revenue growth, as well as to invest additional resources into research and development of its product portfolio,
and execution of its clinical trial strategy. $5.79 million of the gross offer proceeds will also be used to pay Selling Shareholders
and Selling Holders selling into the Offer.
This Prospectus contains important information in relation to the Offer, including the Company’s historical financial results, operations,
management team and the future growth plans. The key risks associated with an investment in 4DMedical are outlined in Section 5
of this Prospectus and should be considered in detail, which includes risks related to sufficiency of funding, future profitability,
intellectual property and other business specific and general investment risks.
I encourage you to read the Prospectus carefully before making any investment decision and to consult with your independent
professional advisers in connection with the Offer.
The Board and Management of 4DMedical are extremely excited about the prospect of improving the way physicians worldwide
diagnose, treat and manage patients with respiratory diseases more effectively, more efficiently and at lower cost.
We look forward to welcoming you as a Shareholder.
Yours sincerely,

Bruce Rathie
Non-Executive Chair
06

SEC TION 1
INVESTMENT OVERVIEW

4DMedical Limited | Prospectus

07

1

Investment Overview

1.1.

Overview of 4DMedical and its business model

Topic

Summary

Who is 4DMedical?

4DMedical is an Australian-based medical technology company developing non-invasive
respiratory imaging solutions that allow physicians to identify and treat patients with respiratory
diseases more efficiently by providing objective measurements of regional lung motion and
air flow.

Where to find
more information
Sections 3.1
and 3.2

The Company was incorporated in December 2012 to acquire its lead imaging platform, XV
Technology, and associated intellectual property, from Monash University where it was originally
conceived in 2005 and developed by CEO, Andreas Fouras, and his former research group.
What products
and services does
4DMedical offer
to its customers?

4DMedical’s XV Technology is the first and only FDA cleared respiratory imaging solution
that utilises mathematical models and algorithms to convert sequences of X-ray images into
four-dimensional quantitative data. XV Technology is the result of over 15 years of development,
preclinical studies which have been extensively published and the research translated into
the clinical setting by researchers and developers at Monash University and 4DMedical.
Human studies have been undertaken since 2016.

Section 3.7

The technology has been extensively patented, with core patents granted in key jurisdictions
including the United States and Australia.
Utilising the XV Technology, the Company has developed a product pipeline comprising three
software solutions and two hardware solutions. 4DMedical’s software solutions are designed
to quantifiably identify respiratory deficiencies and can be accessed via a cloud-based SaaS
model utilising existing third-party X-ray equipment for patients or via the Company’s
designated hardware products for preclinical applications.
Who are
4DMedical’s
customers?

4DMedical customers are hospitals and clinics with a requirement for respiratory diagnostics.
The respiratory diagnostic market has been assessed in a number of key geographies. In the
United States alone, 73.5 million lung diagnostic procedures are performed every year across
all respiratory indications at an annual spend of US$13.7 billion dollars.

Sections 2 and 3

How does 4DMedical
generate revenue?

4DMedical plans to generate revenue from the sale of its XV Technology software on a pay per
use basis to customers who can begin analysing scanned images from compatible X-ray imaging
equipment. 4DMedical also generates revenue from the sale of its dedicated hardware products.

Sections 3.6
to 3.11

How does 4DMedical
deliver its services?

4DMedical delivers its services through a Software as a Service (SaaS) business model.
The XV Technology operates as a cloud-based SaaS analytic platform using existing hospital
X-ray equipment.

Section 3.3

Patient scans are performed using particular settings and protocols, and then that data is sent
to the 4DMedical’s cloud database. The scan data is then converted by 4DMedical and returned
to the physician as a comprehensive report.
What geographies
does 4DMedical
operate in?

4DMedical has core operations in Melbourne, a global sales and marketing headquarters
in Los Angeles, California, and plans to establish a sales and support presence in Australia
following appropriate regulatory clearance.

Sections 3.4, 3.8,
3.9 and 3.10

The U.S. is the priority territory for 4DMedical given its large per procedure costs and large
growing addressable market size. 4DMedical attained FDA clearance for its first product,
XV (Ventilation), in May 2020.
The roll out of 4DMedical’s products into new geographies will depend on the timing of
regulatory clearance, the number of applicable hospitals and clinics and the reimbursement
structure in each jurisdiction.
What are
4DMedical’s
growth strategy?
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4DMedical’s growth strategy is focused on increasing its sales and marketing capabilities in
the US to drive future revenue growth, as well as to invest additional resources into research
and development of its product portfolio.

Section 3.11

1.2.

Key features of 4DMedical’s industry
Where to find
more information

Topic

Summary

What industry does
4DMedical operate in?

4DMedical is a medical software and technology developer and operates in the health
technology sector.

Section 2

Who does 4DMedical
compete with?

4DMedical offers products that have unique offerings in the marketplace. There are no known
direct competitors for 4DMedical’s XV Technology. 4DMedical can displace existing respiratory
imaging technologies and compete with companies offering those legacy products.

Sections 2,
3.3 and 3.7

What are the key
drivers of growth
in the industry?

Globally, the top five respiratory diseases account for approximately 17% of all deaths. In the
U.S., 4DMedical's core market, the total combined healthcare cost for COPD, asthma and lung
cancer exceeds US$112 billion annually.

Section 2.3
and 2.4

1.3.

Key strengths

Topic

Summary

Large addressable
market with attractive
growth drivers

4DMedical considers its market opportunity to be supplementing or replacing existing
respiratory diagnostic modalities. In 2019 more than US$31 billion was spent on respiratory
diagnostics across more than 377 million procedures globally.

Where to find
more information
Section 2.7

In the US, 4DMedical’s key market, more than US$13.7 billion was spent across more than
73 million procedures.
Clinically validated
technology offering
compelling value
for customers

4DMedical’s XV Technology is the first and only FDA cleared respiratory imaging solution that
provides four-dimensional quantitative measurements of regional lung motion and air flow.

Superior to
incumbent
technologies

The Board and management believe that XV Technology combines the best parts of the
incumbent respiratory diagnostic solutions, including:

Sections 3.3
and 3.10

4DMedical has worked extensively with leading researchers around the world across benchtop,
preclinical and clinical studies including 4DMedical’s FDA clinical trial. The Company’s technology
has been the subject of more than 70 peer-reviewed journal publications and book chapters.
Sections 2 and 3

• the functional insight of spirometry;
• the low radiation dose of X-rays; and
• the comparably high resolution of CT scans,
while also offering distinct advantages over each of these, for example:
• spatially resolved measurements (compared to 1D data from spirometry);
• 3D time resolved measurement (4D) compared to 2D measurement from X-rays; and
• substantially lower dose than CT.

Attractive
business model

4DMedical’s business model is underpinned by the following features:
• developed and owns market leading software;

Sections 3.5
and 3.6

• leverages existing hospital X-ray hardware;
• capital light by delivering SaaS solutions;
• channel partner go-to-market strategy; and
• a provider of ongoing customer support services.
Global blue-chip
customer base

4DMedical’s customers include globally recognised medical institutions such as Cedars-Sinai
Medical Center, The Cleveland Clinic and The South Australian Health and Medical Research
Institute (SAHMRI).

4DMedical Limited | Prospectus
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Investment Overview

Topic

Summary

Strong IP portfolio
and patent protection

4DMedical has developed a defendable IP portfolio based around its core XV Technology
and additional technologies. The Company’s portfolio comprises a total of 43 patents/patent
applications, with 15 granted patents and 28 pending patent applications. 4DMedical is continuing
to develop new technologies and will file new patents to protect ongoing innovation.

Where to find
more information
Sections 3.12
and 8

An Intellectual Property Report prepared by Griffith Hack is provided in Section 8.
Highly experienced
Board and
management team

1.4.

4DMedical has assembled a strong Board and management team composed of highly credentialed
business and medical technology professionals supported by an Advisory Board of leaders in
the field.

Section 6

Key risks
Where to find
more information

Topic

Summary

Sufficiency
of funding

The Directors consider that, on receipt of funds from the IPO, 4DMedical will have sufficient
working capital to carry out its objectives. However, financial resources are limited and there
is a risk that 4DMedical may never achieve profitability. 4DMedical may be required to raise
additional funds from time to time to finance the development and commercialisation of its
products and other longer-term objectives. The ability to raise additional funding is subject
to factors beyond the control of 4DMedical and its Directors. The Directors can give no
assurance that future funds can be raised by the Company on favourable terms, or at all.

Section 5.1.1

Barrier to entry

Competitors in the respiratory imaging sector may seek to minimise the ability of 4DMedical
to penetrate the market by seeking to impede or disrupt 4DMedical's ability to establish
product distribution and maintenance pathways. However, as a cloud-based SaaS service
provider, the risk that a third party may successful impede 4DMedical's ability to penetrate
the market is reduced.

Section 5.1.2

Future profitability
is uncertain

4DMedical is not yet profitable and has historically incurred losses. 4DMedical is still in the
early sales and commercialisation stage for its XV Technology.

Section 5.1.3

Although FDA clearance has been obtained for the XV (Ventilation) product, there is no
guarantee that regulatory approval will be obtained for any of 4DMedical’s other products
or that regulatory approval of 4DMedical’s products will guarantee market adoption of its
products, which is crucial for revenue generation and profitability.
Foreign
exchange risk

4DMedical’s financial position may be negatively affected by exchange rate fluctuations.
In particular, the majority of 4DMedical’s costs are Australian dollar denominated relating
to remuneration for R&D staff who are based in Melbourne, whereas 4DMedical’s initial
revenues from operations upon listing are expected to be substantially U.S. dollar denominated.
4DMedical is subject to adverse exchange movements, particularly in the USD:AUD exchange
rate. This is expected to become more significant in the future as more revenue is anticipated
to be generated offshore.

Section 5.1.4

Intellectual
property risks

4DMedical’s success, in part, depends on its ability to obtain patents, maintain trade secret
protections and operate without infringing the proprietary rights of third parties. If patents
are not granted, or if granted only for limited claims, 4DMedical’s intellectual property may
not be adequately protected and other third parties may be able to copy or reproduce
4DMedical’s intellectual property.

Section 5.1.5

4DMedical has developed and owns a range of proprietary items of intellectual property that
management believe are novel and inventive. The granting of a patent does not guarantee that
the rights of others are not infringed or that competitors will not develop technology to avoid
the patented technology.
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Where to find
more information

Topic

Summary

Key personnel risk

The successful operation of 4DMedical in part relies on 4DMedical's ability to retain its
existing key management personnel who have intimate knowledge of the business and its
products. The loss of any key members of management or the inability to attract additional
skilled individuals to key management roles, may adversely affect 4DMedical's capacity to
develop and implement its business strategies.

Section 5.1.6

Changes in law risk

The legislative frameworks in key countries may vary without notice and adversely impact
4DMedical's operations and profitability. Failure by 4DMedical to comply with legislative
or regulatory requirements may result in compliance orders being issued against 4DMedical,
financial penalties being levied against 4DMedical, a cessation of its operations or
reputational damage.

Section 5.1.7

Regulatory risk

There is a risk that regulatory bodies will not grant 4DMedical regulatory clearance to market
its products or will significantly delay the grant of such clearances. Failure to receive regulatory
clearance will have a negative impact on 4DMedical's future revenue streams. In addition, changes
to regulatory regimes may become more burdensome in the future. If this occurs, 4DMedical
may be required to dedicate more time and resources to ensuring that it complies with these
regulations, which could adversely affect its financial performance and future prospects.

Section 5.1.8

Risk of superseding
technology and
competition from
new entrants

There is a risk that new technology will be developed that will supersede 4DMedical’s technology.
Although new technologies have significant development and commercialisation times, 4DMedical
cannot guarantee that its technology will not be superseded by a competitor.

Sections 5.1.9
and 5.1.11

Technology
supplier risk

There is a risk that 4DMedical’s cloud delivery supplier could breach the delivery agreement
or another relevant contractual arrangement and that 4DMedical would be required to replace
its supplier. A significant interruption to 4DMedical’s ability to deliver its SaaS product could
adversely impact its business, operating results and financial performance.

4DMedical’s potential competitors may include companies with substantially greater resources
and access to more markets. Therefore, competitors may succeed in developing products that
are more effective or otherwise commercially superior to 4DMedical’s products.
Section 5.1.10

Further, 4DMedical currently relies on software licensed from Laurel Bridge Software Inc to
enable PACS to PACS workflow via the software. If 4DMedical’s ability to rely on the software
is compromised, then its ability to service U.S. based customers would be impacted.
4DMedical's business
may not achieve its
intended goals

There is a risk that 4DMedical may fail to achieve commercialisation and distribution goals.
4DMedical technology needs to find acceptance in a competitive market. Market acceptance
depends on numerous factors (including convincing potential consumers and partners of the
attractiveness of 4DMedical's products).

Section 5.1.12

Future acquisitions

4DMedical may seek to acquire businesses or companies to achieve its objectives. There is a
risk that any due diligence investigations undertaken by 4DMedical will not identify issues which
are material to the acquisition and which could result in additional liabilities affecting 4DMedical.

Section 5.1.13

Product liability

There are no assurances that there will not be unforeseen performance characteristics or defects
arising in relation to 4DMedical's products. Adverse events relating to its products could expose
4DMedical to product liability claims, litigation or the removal of its regulatory approvals. Product
liability claims also have the potential to damage 4DMedical's reputation and the ongoing viability
of 4DMedical if there is a significant erosion in the reputation of 4DMedical.

Section 5.1.14

Privacy risk

4DMedical seeks to ensure that it has appropriate security measures and risk management
systems in place to maintain the confidentiality and privacy of personal information collected
from its customers, end-user patients, employees and others. However, those security measures
are subject to various risks (including computer viruses, electronic theft, physical damage,
third party provider failures or similar disruptions). The failure of 4DMedical to maintain the
confidentiality of this information could breach law and cause significant operational, financial
and reputational damage.

Section 5.1.15
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Where to find
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Converting Notes
maturity risk

4DMedical currently has a number of Converting Notes on issue. There is a risk that 4DMedical
will not be admitted to the Official List prior to the maturity dates of those Converting Notes.
Accordingly, the Noteholders may require the redemption of the Converting Notes and the
repayment of their face value (plus a 25% premium to face value) along with any applicable
interest. The redemption of a large number of Converting Notes may have a significant
effect on 4DMedical's cash flow and ability to complete the Offer.

Section 5.1.16

R&D Tax
Incentive income

4DMedical is eligible for the Australian Government’s R&D Tax Incentive program and has
historically received the refundable cash R&D Tax Offset which the Company uses to offset its
research and development costs each year. 4DMedical made an application to AusIndustry for an
Overseas Finding on R&D activities undertaken during the year ended 30 June 2019 in order to
make a claim in relation to overseas R&D activities which have not previously been claimed. As a
result of its initial review, AusIndustry issued an initial negative finding with respect to overseas
R&D activities and 4DMedical has requested an internal review of AusIndustry’s decision.

Section 5.1.17

While the Directors believe that 4DMedical has complied with the requirements to qualify
for the R&D Tax Offset scheme, the review by AusIndustry remains ongoing and there is
a risk that further reviews of 4DMedical’s R&D historic tax claims may be undertaken.
Other risks

1.5.

Section 5.2

A number of other risks are included in Section 5.

Key operating and financial metrics
Where to find
more information

Topic

Summary

What is 4DMedical’s
key pro forma
financial information?

The Financial Information of 4DMedical is contained in Section 4 (Financial Information) and
includes the following Historical Financial Information:
• Statutory Historical Financial Information comprising:
һ Statutory consolidated statements of financial performance for the years ended 30 June 2018
(FY18) and 30 June 2019 (FY19) and the six-month periods ended 31 December 2018
(H1 FY19) and 31 December 2019 (H1 FY20) (Statutory Historical Results);
һ Statutory consolidated balance sheet as at 31 December 2019 (Statutory Historical
Balance Sheet); and
һ Statutory consolidated statements of cash flows for FY18, FY19, H1 FY19 and H1 FY20
(Statutory Historical Cash Flows).
• Pro Forma Historical Financial Information comprising:
һ Pro forma consolidated statements of financial performance for FY18, FY19, H1 FY19
and H1 FY20 (Pro Forma Historical Results);
һ Pro forma consolidated balance sheet as at 31 December 2019 (Pro Forma Historical
Balance Sheet); and
һ Pro forma consolidated statements of cash flows for FY18, FY19, H1 FY19 and H1 FY20
(Pro Forma Historical Cash Flows).

Figure 1: Overview of the income statement and cash flow disclosures contained
in Section 4
Jun 2017

Dec 2017

Pro Forma /
Statutory FY18

Jun 2018

Dec 2018

Dec 2019

Pro Forma /
Statutory FY19
Pro Forma /
Statutory H1
FY19

4DMedical has a 30 June financial year end.
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Jun 2019

Pro Forma /
Statutory H1
FY20

Section 4

Where to find
more information

Topic

Summary

How does 4DMedical
expect to fund
its operations?

4DMedical expects to fund its operations through equity, debt capital and operating cash flows.

What is the
Company’s
dividend policy?

The policy of the Company is to reinvest all cash flow into the business in order to maximise
its growth. Accordingly, no dividends are expected to be paid in the near term following the
Company’s listing on the ASX.

Section 4.7

What will the
Company’s capital
structure be
on Completion
of the Offer?

On Completion of the Offer, the Company will have on issue approximately 264.76 million
ordinary Shares. The Company will also have 20,666,069 Options on issue.

Sections 7.3.1,
7.3.2 and 11.6

What is the purpose
of the Offer and use
of funds?

The table below sets out a summary of the anticipated use of the proceeds of the Offer.

The Directors believe that the Company will have sufficient working capital to carry out its
stated business objectives.

Sections 3, 4,
7.1.4 and 11.19

Certain Shareholders will be subject to ASX mandated escrow or voluntary escrow.

Source

Offer proceeds from
the issue of new Shares
by the Company

Offer proceeds received
by SaleCo from the
sale of existing Shares
by Selling Shareholders
and Selling Holders
TOTAL

4DMedical Limited | Prospectus

Amount
($A’000)

50,000

5,794

55,794

Use of Funds

Amount
($A’000)

Marketing through clinical
trials and trade shows

15,230

Operating expenditure (inc.
governance & working capital)

13,035

Product R&D and platform
development

12,810

US sales and distribution (inc.
clinical liaison & reimbursement)

3,075

Intellectual property
and trademarks

1,450

Costs of the Offer

4,400

Payments to Selling
Shareholders and
Selling Holders

5,794

TOTAL

Section 7.1.4

55,794
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1.6.

Directors and key management

Topic

Summary

Who are the
Directors?

• Bruce Rathie, Non-Executive Chair
Bruce is a professional Non-Executive Director of nearly 20 years standing having completed
successful prior careers in law and finance. Bruce currently serves as a Non-Executive
Director of PolyNovo Limited (ASX: PNV) and NetLinkz Limited (ASX: NET).

Where to find
more information
Section 6.1

• Andreas Fouras PhD, Managing Director and CEO
Andreas co-founded 4DMedical in 2012 and is responsible for the conception and
development of the XV Technology whilst working as a Professor of Mechanical and
Aerospace Engineering and researcher at Monash University. Andreas is an award-winning
imaging specialist and innovator.
• Lil Bianchi, Non-Executive Director
Lil is an experienced contributor to business transformations for US-listed technology
companies with technology product expertise in AI and SaaS offerings.
• Dr Robert A. Figlin MD, Non-Executive Director
Robert is a globally recognised leader in genitourinary and thoracic oncology and fellow
of the American College of Physicians. Robert is Editor of the Kidney Cancer Journal and
Spielberg Family Chair in Hematology/Oncology at Cedars-Sinai Hospital, Los Angeles.
• Lusia Guthrie, Non-Executive Director
Lusia is a med-tech entrepreneur with over 35 years’ experience in the pharmaceutical
and bioscience industries. Lusia was previously CEO of ASX-listed LBT Innovations Limited
(ASX: LBT).
• Heath Lee, Executive Director, CFO
Heath originally was appointed to 4DMedical as a Non-Executive Director in 2016, before
subsequently being appointed as the Chief Financial Officer in 2020. Heath is an experienced
entrepreneur with over 25 years’ experience in accounting and investment banking.
• John Livingston, Non-Executive Director
John is an industry leader in the implementation of information and communication systems
in radiological settings. John is also one of the founding partners of ASX-listed Integral
Diagnostics Limited (ASX: IDX).
• Julian Sutton, Non-Executive Director
Julian has 25 years’ experience in the financial services sector across Australia and the U.K.
Who are 4DMedical’s
Senior Executives?

• Andreas Fouras PhD, Managing Director and CEO
Refer to Andreas’ profile above.
• Heath Lee, Executive Director and CFO
Refer to Heath’s profile above.
• Charlene Stahr, Company Secretary
Charlene joined 4DMedical as a founding employee in 2013. Charlene has a Master
of Engineering Science degree from Monash University and over 12 years’ experience
in operations, finance, international research programs and technology development.
• Aidan Jamison PhD, SVP Engineering
Aidan joined 4DMedical in 2016. Aidan has a doctorate from Monash University and
over 12 years’ experience in the biomedical research and intellectual property sectors.
• Paul Cooke, SVP Sales & Marketing
Paul joined 4DMedical in 2015. Paul has over than 30 years’ experience in business
development, marketing, international commercialisation and market-entry.
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Section 6.2

1.7.

Significant interests of key people and related party transactions

Topic

Summary

Where to find
more information

Who are the
Company’s key
Shareholders
and what will
their interests
be on Completion
of the Offer?

The ownership of Shares immediately prior to Completion of the Offer and following
Completion of the Offer is summarised below:

Sections 7.2, 7.3,
11.3 and 11.12

Shareholders

Shares held
Shares held prior to the
prior to the Completion
Completion of the Offer
of the Offer1
(%)

Shares to
be sold by
the Selling
Shareholders
and Selling
Holders
pursuant to
the Offer

Shares
Shares
Shares
held at
held at
acquired Completion Completion
under the
of the of the Offer
Offer6
Offer6
(%)7

Velocimetry
Consulting Pty Ltd2

64,838,000

33.04%

Nil

64,838,000

24.49%

Other Founders/
Directors/Senior
Executives/related
parties (and their
associates)

24,220,613

12.34%

2,905,645

21,314,968

8.05%

Holders of
Converting
Notes3

36,458,777

18.58%

136,986

36,321,791

13.72%

Other
Shareholders 4

70,751,864

36.05%

4,893,918

65,857,946

24.87%

76,429,701

28.87%

76,429,701 264,762,406

100%

New
Shareholders5,6
Total

76,429,701
196,269,254

100%

7,936,549

Notes:
1.

This includes 11,723,763 Shares to be issued to the holders of Options and Rights under the Legacy Employee
Incentive Plan, and 36,511,199 Shares to be issued upon the conversion of the Converting Notes, prior to
Completion of the Offer. See Section 6.4.4 for details of the Legacy Employee Incentive Plan. See Section 7.3.4
for details of the Converting Notes.

2.

Andreas Fouras is deemed to have a Relevant Interest in Shares held by Velocimetry Consulting Pty Ltd
(by virtue of having a voting power of more than 20% in that entity).

3.

This does not include any Shares held by holders of Converting Notes prior to Completion of the Offer
and does not include Shares issued to the entity associated with Director Heath Lee from the conversion
of the 1 Note held by that entity (which is included in the row above). This also does not include any Shares
acquired under the Offer by holders of Converting Notes.

4.

Includes Existing Shareholders, and holders of Options and Rights under the Legacy Employee Incentive
Plan who will be issued Shares upon cancellation, exercise or conversion of their Options and Rights.
See Section 6.4.4.

5.

This includes the 1 Share to be issued under the Cleansing Offer.

6.

This table does not include any Shares that Existing Shareholders (or any other person that becomes a Shareholder
prior to Completion of the Offer) may wish to acquire under the Offer.

7.

Upon Completion of the Offer, 50.33% of the Shares will be subject to ASX mandatory or voluntary escrow
arrangements. See Section 11.6 for further details.
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Summary

What are the related
party transactions
4DMedical has
entered into?

The Company entered into a consultancy agreement with John Livingston (via his entity
John Livingston Pty Ltd). The agreement set out a number of additional services which were
provided by John to 4DMedical beyond his appointment as a Director. This consultancy
agreement has now been terminated.

Sections 6.4.1,
6.4.2 and 11.9

In 2019, the Company entered into an agreement with Julian Sutton under which he was
appointed by the Company to assist and advise the Company in respect of its fundraising
activities in consideration for the payment of retainer fees and certain commissions.
Details of this agreement is specified in Section 6.4.1.4.2. The agreement was terminated,
and a new services agreement was entered into (see below).
On 29 May 2020, the Company and Julian entered into a services agreement under which
Julian agreed to provide certain pre-IPO advisory services to the Company. Further details
relating to the terms of the services agreement are set out at Section 6.4.1.4.2. This agreement
has also now been terminated.
The spouse of Director Andreas Fouras, Helen Fouras, is employed by 4Dx, Inc. on terms
that are customary and commensurate with her role and responsibilities.
The Company will bear the costs of the Offer. There will be no apportionment of the costs
of the Offer with Selling Shareholders or Selling Holders (who include related parties of the
Company), including in relation to the sale of Shares via SaleCo.
What are the
Directors’ interests
in Shares?

Director
Bruce Rathie

At the
Prospectus
Date

At the
On
On Options held
Prospectus Completion of Completion of on Completion
Date (%)
the Offer1 the Offer (%)
of the Offer

Nil

0%

Nil

0%

Nil

64,838,000

43.8%

64,838,000

24.49%

6,036,693

1,219,300

0.82%

1,057,682

0.40%

494,160

John Livingston

698,538

0.47%

1,925,352

0.73%

Nil

Julian Sutton

480,000

0.32%

480,800

0.18%

6,205,162

Robert Figlin

569,943

0.39%

569,943

0.22%

Nil

Lusia Guthrie

65,000

0.04%

65,000

0.02%

Nil

Nil

0%

Nil

0%

Nil

Andreas Fouras
Heath Lee

Lil Bianchi

Section 6.4.1.1

Note:
1.

What escrow
restrictions
apply to the key
Shareholders’ Shares?

This table includes any sell down by the Directors via SaleCo, new issues of Shares due to the conversion of
Rights and 1 Converting Note, but does not include any Shares that the Directors may wish to acquire under
the Offer.

Certain Shares held by the Directors (and entities and persons associated with them) and other
Shareholders will be subject to ASX imposed escrow for a period of up to 24 months after listing.
Certain Shares held by other Shareholders who have entered into voluntary escrow arrangements
with 4DMedical in relation to their Shares held at Completion of the Offer will be escrowed for
a period of 12 months after listing.
In aggregate, 133,263,670 Shares on issue immediately following Completion of the Offer will
be subject to ASX imposed and voluntary escrow arrangements, representing approximately
50.33% of the total Shares on issue immediately following Completion of the Offer.
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Sections 7.10
and 11.6

Topic

Summary

What significant
benefits and
interests are
payable to Directors
and other persons
connected with
4DMedical or
the Offer?

• On Completion, the Directors and entities and persons associated with them and other
Existing Shareholders will hold Shares as set out in Sections 6.4.1.1 and 7.3.
• $5.79 million of funds received under the Offer will be paid to Existing Shareholders
and Selling Holders as consideration for the Shares transferred to successful Applications
by SaleCo.

Where to find
more information
Sections 6.4.1.1,
6.5, 7, 11.7
and 11.16

• All Directors and Senior Executives are entitled to remuneration, fees and payments
as set out in Section 6.4.1 and 6.4.2.
• The Company has previously entered into commercial agreements with Directors Julian Sutton
and John Livingston (the latter via an associated entity). These agreements have been
terminated. See Section 6.4.1.4 for further details.
• Advisers and other service providers are entitled to fees for services.

1.8.

Overview of the Offer

Topic

Summary

What is the Offer?

The Offer is an initial public offering of approximately 76.43 million Shares comprising of
approximately 68.49 million New Shares to be issued by the Company and approximately
7.94 million Shares to be transferred by Selling Shareholders and Selling Holders (the latter
will be issued Shares after the Prospectus Date) through SaleCo at the Offer Price of
$0.73 per Share to raise a total of approximately $55.79 million.

Where to find
more information
Sections 7.1.1,
7.1.2 and 11.3

The Shares being offered will represent approximately 28.9% of Shares on issue on Completion
of the Offer.
The expenses of the Offer are currently estimated to be $4.4 million. This amount will be paid
by the Company.
The Offer includes the Cleansing Offer. The purpose of the Cleansing Offer is to remove the
need for an additional disclosure document to be issued upon the sale of any Shares issued
by the Company without disclosure under Chapter 6D of the Corporations Act prior to the
Cleansing Offer Closing Date (e.g. Shares issued on conversion of the Converting Notes, and
Rights and Options under the Legacy Employee Incentive Plan).
You should not complete a Cleansing Offer Application Form unless specifically directed
to do so by the Company.
Who is the issuer
of the Prospectus?

4DMedical Limited ACN 161 684 831 and 4DMedical SaleCo Limited ACN 641 301 662,
both being public companies registered in Victoria, Australia.

Sections 11.1
and 11.3

What is the
Offer Price?

The Offer Price is $0.73 per Share.

Section 7.1.1

Will the Shares be
quoted on the ASX?

Yes. The Company will apply for admission to the Official List of the ASX and quotation
of Shares on the ASX under the code “4DX”.

Section 7.2

Completion of the Offer is conditional on the ASX approving this application.
If approval is not given within three months after such application is made (or any longer
period permitted by law), the Offer will be withdrawn and all Application Monies received
will be refunded without interest as soon as practicable in accordance with the requirements
of the Corporations Act.
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Summary

Where to find
more information

How is the
Offer structured?

The Offer comprises:

Section 7.1.2

• the Broker Firm Offer which is open to persons who have a received a firm allocation from
their Broker and who have a registered address in Australia;
• the Institutional Offer, which consists of an invitation to certain Institutional Investors
in Australia and a number of other eligible jurisdictions to apply for Shares;
• the Priority Offer, which is open to selected investors in Australia who have received
a priority invitation; and
• the Cleansing Offer, which is an Offer of 1 New Share at the Offer Price for the purpose
of section 708A(11) of the Corporations Act to remove any trading restrictions on the
sale of Shares issued by the Company without disclosure under Chapter 6D of the
Corporations Act prior to the Cleansing Offer Closing Date.
No general public offer of Shares will be made under the Offer. Members of the public
wishing to apply for Shares under the Offer must do so through a Broker.

What is SaleCo
and what role does
it play in the Offer?

SaleCo is a special purpose vehicle that was established to enable certain Existing Shareholders
to sell a proportion of their Existing Shares, and certain holders of existing convertible securities
(Selling Holders) to sell a proportion of their Shares that are to be issued after the Prospectus
Date. Each of these Existing Shareholders and Selling Holders have agreed to enter into irrevocable
sale agreements in favour of SaleCo under which they will sell certain Shares to SaleCo free
from encumbrance and third party rights and conditional upon Completion of the Offer.

Section 11.3

The Shares which SaleCo acquires from the relevant Existing Shareholders and Selling Holders
will be transferred to successful Applicants at the Offer Price.
Is the Offer
underwritten?

The Offer is fully underwritten by the Joint Lead Managers.

Sections 7.2,
7.8 and 11.7

Who are the Joint
Lead Managers
of the Offer?

• Bell Potter Securities Limited; and

Section 6.5

What is the
allocation policy?

The allocation of Shares between the Broker Firm Offer, the Institutional Offer and the Priority
Offer will be determined by the Company, SaleCo and the Joint Lead Managers. The Joint Lead
Managers, in consultation with the Company and SaleCo, have absolute discretion regarding
the basis of allocation of Shares among Institutional Investors.

• E&P Corporate Advisory Pty Ltd.

Sections 7.2,
7.4.5 and 7.5.2

For Broker Firm Offer participants, Brokers will decide as to how they allocate Shares that
they are allocated to their retail clients.
Allocations under the Priority Offer will be at the absolute discretion of the Company.
What is the minimum
and maximum
Application size
under the Offer?

The minimum Application size under the Offer is $2,000 worth of Shares. There is no maximum
value of Shares that may be applied for.

Section 7.2

Is there any
brokerage,
commission or
stamp duty payable
by Applicants?

No brokerage, commission or stamp duty is payable by Applicants on acquisition of Shares
under the Offer.

Section 7.2

18

Topic

Summary

Who bears the
costs of the Offer?

The costs of the Offer, including advisory, legal, accounting, tax and duty, listing and
administrative fees, the Joint Lead Managers’ management and underwriting fees, Prospectus
design and printing, advertising, marketing, Share Registry and other expenses, which amount
to approximately $4.4 million, have been, or will be borne by the Company from the proceeds
from the Offer.

Where to find
more information
Sections 6.5
and 11.16

The costs of the Offer that are attributable to SaleCo will be borne by the Company.
What are the
tax implications
of investing in
the Shares?

Given that the taxation consequences of an investment will depend upon the investor’s
particular circumstances; it is the obligation of the investors to make their own enquiries
concerning the taxation consequences of an investment in the Company.

Section 10

If you are in doubt as to the course you should follow, you should consult your stockbroker,
solicitor, accountant, tax adviser or other independent and qualified professional adviser.
An overview of the tax treatment for Australian resident investors is included in Section 10.

How can I apply?

Eligible investors may apply for Shares by completing a valid Application Form attached
to or accompanying this Prospectus.

Section 7.2

To the extent permitted by law, an Application by an Applicant under the Offer is irrevocable.
When will I receive
confirmation that
my Application has
been successful?

It is expected that initial holding statements will be despatched by standard post on or about
Monday 17 August 2020.

Section 7.2

Can the Offer
be withdrawn?

The Company and SaleCo reserve the right not to proceed with the Offer at any time before
the issue and transfer of Shares to successful Applicants.

Section 7.2

If the Offer does not proceed, Application Monies will be refunded.
No interest will be paid on any Application Monies refunded as a result of the withdrawal
of the Offer.
Where can I find
more information
about this Prospectus
or the Offer?

If you have any questions about this Prospectus or how to apply for Shares, please call
the 4DMedical IPO Information Line on 1800 129 431 from 8:30am to 5:30pm (AEST),
Monday to Friday (excluding public holidays).

Important Notices

If you are unclear or uncertain as to whether an investment in 4DMedical is a suitable
investment for you, you should seek professional guidance from your lawyer, stockbroker,
accountant or other independent and qualified professional adviser before deciding whether
to invest in Shares.

Important notice
This Section is not intended to provide full details of the investment opportunity. Investors must read this Prospectus in full to make an informed
investment decision. The Shares offered under this Prospectus carry no guarantee of return of capital, return on investment, payment of dividends
or on the future value of the Shares. In addition, past financial performance is not a guide to future financial performance.
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2.1.

Introduction

4DMedical Limited is a Melbourne-based software technology company commercialising its patented imaging platform, ‘XV Technology’.
This four-dimensional lung imaging technology utilises proven, patented mathematic models and algorithms to convert X-ray scans into
quantitative data to enhance the capacity of physicians to manage patients with respiratory diseases and diseases of the lung.
After receiving FDA clearance for its XV Technology in May 2020, 4DMedical will initially commercialise its products for the U.S. market.
The Company intends on expanding to further geographies following the initial rollout in the U.S. by providing a medical imaging solution
for the US$31 billion global respiratory diagnostics market.

Figure 2: 4DMedical industry positioning

XV Technology
Lung imaging
technology to
enhance the capacity
of physicians to
manage patients
with respiratory
diseases

Respiratory
Diagnostics Market

Global: US$31 billion
U.S.: US$13.7 billion
(primary target market)

2.2.

Respiratory diseases

Respiratory diseases (also known as diseases of the lung or lung diseases) are diseases of the airways and other structures of the lung. The most
common respiratory diseases are chronic conditions, including chronic obstructive pulmonary disease (COPD), lung cancer, interstitial lung diseases
(diseases that cause scarring of the lungs such as pulmonary fibrosis), asthma and occupational lung diseases. If left unmanaged, these conditions
can lead to respiratory failure. Communicable respiratory diseases such as tuberculosis, pneumonia and other lower respiratory tract infections
(LRTIs) also affect the lungs and can cause disability or death. An overview of the five key respiratory diseases among the most common causes
of illness and death is outlined in Figure 3 below.

Figure 3: Key respiratory diseases
Asthma: A chronic condition that affects the airways in
the lungs, which become inflamed and narrowed at times.
COPD: A group of progressive lung diseases (including
chronic bronchitis or emphysema) characterised by the
chronic obstruction of lung airflow, producing symptoms
such as cough, sputum production or difficulty breathing.
LRTIs: Infections of the trachea, bronchi, and lung
parenchyma, and include pneumonia, influenza,
bronchitis, and bronchiolitis. The SARS-CoV-2 virus,
the cause of the Covid-19 pandemic, can cause LRTIs.
Tuberculosis: A bacterial infectious disease which
typically affects the lungs.
Lung cancer: The most common cancer occurring in men
and the third most common in women.
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2.3.

Burden on global health

Respiratory diseases (including the five key respiratory diseases of asthma, COPD, acute LRTIs, tuberculosis and lung cancer) impose a significant
burden on global health as summarised in Table 1.
Cumulatively these five key respiratory diseases accounted for around 9.6 million deaths in 2017, about 17% of all global deaths.

Table 1: Key respiratory disease summary, global, 2017
Disease

Global Prevalence

Annual Deaths

Risk Factors

Main Treatments

Asthma

339 million (approximately 4.5%)

0.5 million, 0.9% of total deaths

Family history

Medicines
(bronchodilators,
corticosteroids)

Allergies
Smoking
Occupational exposure
Air pollution
COPD

251 million (approximately 3%)

3.2 million, 5.7% of total deaths

Smoking
Air pollution

Medicines
(bronchodilators, steroids)

Occupational exposure
Acute LRTIs

N/A

2.6 million, 4.6% of total deaths

Exposure to viruses
or bacteria

Antibiotics

Weakened immune system
TB

~10 million new cases

1.4 million, 2.5% of total deaths

Exposure to bacteria

Antibiotics

Weakened immune system
Lung Cancer ~2 million new cases

1.9 million, 3.4% of total deaths

Smoking

Surgery
Chemotherapy
Radiation therapy

Source: Frost & Sullivan, 2020

Other respiratory diseases, including pulmonary hypertension and occupational lung diseases, add to the overall burden.
Respiratory diseases account for more than 10% of all disability-adjusted life-years (DALYs) globally, a metric that estimates the amount of active
and productive life lost due to a medical condition. This places respiratory diseases second only to cardiovascular diseases (including stroke)
as the leading cause of DALYs. In 2016, asthma alone contributed 23.7 million DALYs worldwide.
In the Company’s initial target market of the US, more than 35 million people (over 10% of the population) have a preventable chronic lung disease.
For all the respiratory diseases mentioned above, early diagnosis plays a key role in successful treatment. Access to appropriate diagnostic modalities
at early signs of symptoms is therefore critical for patient outcomes.

2.4.

Economic burden of respiratory diseases

The total economic burden of respiratory diseases (including direct costs of healthcare and indirect costs of lost production as well as the
monetised value of DALYs lost) have been estimated at US$419 billion in the European Union alone, with COPD accounting for US$156 billion,
lung cancer US$117 billion, and asthma US$79 billion. Approximately US$61 billion is attributed to direct healthcare costs, including inpatient and
outpatient treatment and drugs.
Estimates from the US are that direct healthcare costs from key respiratory diseases total US$112 billion (from US$49 billion estimated from
COPD for 2020, US$50 billion estimated from asthma in 2013, and US$13 billion from lung cancer in 2015).
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Figure 4: Direct healthcare cost burden from respiratory diseases in target markets

U.S.

European Union

US$173 billion
US$112 billion

Direct healthcare
costs from respiratory
diseases in target
markets

Primary target market

2.5.

US$61 billion

Follow-on target market

Existing approach to respiratory diagnostics

Diagnosis and management of respiratory diseases generally involves diagnostic examination by a physician, primarily utilising diagnostic imaging
modalities such as:
•

Chest (thoracic) X-rays (plain radiography);

•

Computed tomography (CT) scans; or

•

Nuclear medicine respiratory (NMR) scans, principally ventilation-perfusion (V/Q) scans.

Non-imaging diagnostic approaches include pulmonary function tests (PFTs), typically using spirometry, that measures lung volume, capacity,
rates of flow, and gas exchange.
Thoracic X-rays are the most common diagnostic, accounting for around two-thirds of respiratory diagnostics procedures globally.

Figure 5: Respiratory diagnostics by modality, global

Thoracic X-rays 66.9%
Thoracic CT Scans 11.8%
NMR Scans 0.4%
PFTs 20.9%

Source: Frost & Sullivan, 2020
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By expenditure, thoracic X-rays account for around 46% of the global total, followed by thoracic CT scans (38%).

Figure 6: Respiratory diagnostic expenditure by modality, global

Thoracic X-rays 46.2%
Thoracic CT Scans 37.9%
NMR Scans 5.0%
PFTs 10.9%

Source: Frost & Sullivan, 2020

The four principal diagnostic modalities are outlined below.

2.5.1. Chest (thoracic) X-rays
Chest X-rays are the most common diagnostic modality used in examining the respiratory system. Chest X-rays typically include posterior–anterior
(PA) and lateral views taken of a standing patient, and give an overview of the respiratory and cardiovascular systems. X-rays are commonly used
as they are relatively simple, quick to administer, painless and non-invasive.
X-rays give relatively low doses of radiation. Technology advances in radiography have improved the usability of chest X-rays, including the
general conversion from analogue (film-based) to digital radiography (DR) systems, which offers higher image quality and greater efficiency
in the imaging process.
Chest X-rays are also low cost when compared to other imaging modalities and are normally the first diagnostic approach used for diagnosing
and monitoring lung conditions (e.g. tuberculosis, pneumonia or lung cancer).

Image 1: Chest X-ray equipment and chest X-rays

2.5.2. Computed tomography (CT) scans
CT scans are the second most common imaging modality for the respiratory system, and are typically used after an X-ray has identified
an abnormality requiring further assessment or where X-rays are inconclusive.
CT scans require multiple scans of a patient’s body as he/she moves through the CT gantry, with computer processing used to create cross-sectional
images of the body. The process may involve the administration of an intravenous contrast fluid to the patient.
CT scans provide more detailed images than X-rays, take longer to complete, are more complex to administer and difficult to interpret. The capital
cost of CT scanners is significantly higher than of X-ray equipment.
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Image 2: CT scanner and a CT scan

2.5.3. Nuclear medicine respiratory scans
Nuclear medicine respiratory scans are a nuclear medicine imaging procedure in which radioactive material called a radiotracer is administered
intravenously or intra-nasally to the patient. Images are then taken of the lung using a gamma camera, single-photon emission computed tomography
(SPECT), or positive emission tomography (PET) scanner based on energy emitted by the radiotracer.
This allows examination of airflow (ventilation) and/or blood flow (perfusion) in the lung. The combination of both ventilation and perfusion is known
as a ventilation-perfusion (V/Q) test. The test is taken in two parts, although the ventilation and perfusion tests may be taken independently.
V/Q scans are most commonly used for the detection of pulmonary embolism (PE), but are also used in the management of COPD and lung cancer.
V/Q scans provide unique imaging of the respiratory system not available through other modalities, but are complex to administer and require
expert analysis as well as the availability of expensive equipment.

Image 3: NMR scanner and NMR scans
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2.5.4. Pulmonary function tests (PFT)
PFT’s are a non-imaging diagnostic assessment used to assess lung function, and can be used in the initial diagnosis and ongoing management of
a range of lung conditions including asthma, COPD, lung cancer, and LRTIs. PFTs can be broadly segmented into spirometry and more complex PFTs.
PFTs include both basic tests that are carried out by a GP, and more complex procedures undertaken in a laboratory/clinic under the supervision
of a specialist physician.

Image 4: PFT testing and PFT output

Spirometry is a technique where the patient breathes into a mouthpiece, which measures the amount and/or speed of air that can be inhaled
and exhaled. Spirometry is relatively simple, can utilise small, low cost equipment, and can typically be performed in a physician’s office.
PFTs also include an array of more sophisticated tests using substantially larger and more complex equipment. For example, exercise challenges
or the measurement of lung volumes into a mouthpiece in an enclosed booth commonly performed in a specialist setting (plethysmography).
PFTs are a useful tool in identifying issues with and monitoring lung function, but do not allow more detailed diagnosis for which imaging
modalities are required.

2.6.

Issues with existing diagnostic modalities

Although each of these modalities are widely used, each has a number of issues including:
•

the need for administration of radiation and contrast agents to patients (e.g. CT and Nuclear);

•

lack of detail in images (e.g. X-ray and Nuclear); and

•

the cost and availability of capital equipment (e.g. CT scanners and PET scanners).

In many markets, the lack of access to imaging equipment or to radiologists may impede patients from receiving appropriate diagnosis in a timely
manner or at all. In the case of PFTs, these are only able to provide an indication of airflow at the overall level of the lung, without providing detailed
information about each area of the lung.
Set out below is a comparison of the existing diagnostic modalities. While these modalities are long established, are widely used and provide relevant
information in the diagnosis and ongoing treatment of respiratory issues, each trades off cost, detail, accuracy, radiation dose and timeliness.
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Table 2: Technology Comparison
PFT

Thoracic X-ray

Nuclear Medicine

Thoracic CT scans

Year Technology Invented

1846

1895

1963

1971

# of Procedures (US, p.a.)

12,200,000

49,590,000

778,000

10,888,664

$ on Procedures (US, p.a.)

US$878 million

US$5.95 billion

US$1.17 billion

US$5.76 billion

% share of US Lung diagnostic procedures

16.5%

66.9%

1.1%

14.7%

Ave. price per diagnostic

Spirometry: US$72
Full PFT: US$750

US$120

US$1,503

US$525

Resolution/Detail

Low

Low

Moderate

High

Level of Accuracy

High

Low

Moderate

High

Output

1D

2D

2D/3D

3D

Radiation Dose

None

Low (0.1mSv)

Moderate (2.0mSv)

High (7.0mSv)

Time to Complete

Spirometry: 10 mins
Full PFT: 1-2hrs

5 mins

1-2 hrs

20 mins

Source: Frost & Sullivan, 2020; and Company

2.7.

Global respiratory diagnostic market

4DMedical considers its market opportunity to be supplementing or replacing existing respiratory diagnostic modalities. In 2019 more than
US$31 billion was spent on respiratory diagnostics across more than 377 million procedures globally. In its primary target market of the U.S., more
than US$13.7 billion was spent on respiratory diagnostics across 73.5 million procedures. In a follow-on target market of Australia, more than
US$281 million was spent across 5.3 million procedures.

2.7.1. U.S. market
The US represents one of the largest markets for respiratory diagnostics, with more than a third of the total global spend occurring in the U.S.

Table 3: Number of respiratory diagnostic procedures and expenditure, U.S., 2019
Estimated Number of
Procedures (including
non-Medicare)
(millions)

Average Fee
per Procedure
(US$)

Total Expenditure
(US$ millions)

Chest (thoracic) X-rays

49.6

120.0

5,951

Thoracic CT scans

10.9

525.0

5,717

Nuclear medicine respiratory scans

0.78

1,503.0

1,170

PFTs

12.2

72.0*

878

Total

73.5

Procedure

13,716

Source: Frost & Sullivan, 2020
*

Average fee for a spirometry procedure in a physician’s office. The average fee for more complex PFTs performed in a laboratory/clinic is around US$750.

The U.S. is estimated to have 6,176 hospitals. In the U.S., procedures may be funded through public programs such as Medicare and Medicaid,
or funded privately through health insurance or out-of-pocket expenses. Fees for medical procedures in the U.S. are significantly higher than
in most other developed countries.

4DMedical Limited | Prospectus

27

2

Industry Overview

2.7.2. Australia
In Australia, medical procedures are generally covered under Medicare, and are reimbursed based on the Medicare Benefits Scheme (MBS)
schedule fee. Procedures for public patients in public hospitals are delivered free-of-charge and not reimbursed through the MBS. Data on the
estimated number of procedures, average fee per procedure and total expenditure is given below.

Table 4: Number of respiratory diagnostic procedures and expenditure, Australia, 2019
Estimated Number of
Procedures (including
non-Medicare)
(millions)

Average Fee
per Procedure
(US$)

Total Expenditure
(US$ millions)

Chest (thoracic) X-rays

3.5

23.8

83.3

Thoracic CT scans

0.6

200.6

119.1

0.037

301.2

11.1

PFTs – simple

0.3

16.95

5.1

PFTs – complex

0.9

71.4

62.5

Total

5.3

Procedure

Nuclear medicine respiratory scans

281.3

Source: Frost & Sullivan, 2020

2.7.3. Rest of the World
The total number of respiratory diagnostic procedures performed globally (excluding Australia and the U.S.) each year is estimated at 300 million.
China accounts for the largest number of procedures, at around 102 million, followed by India (25 million) and Japan (23 million).

Figure 7: Number of respiratory diagnostic procedures by country per year, 2019
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Source: Frost & Sullivan, 2020

Total global expenditure on respiratory diagnostics (excluding Australia and the U.S.) is estimated at around US$17.3 billion annually. The largest
expenditure is in Germany (8% of global total) and Japan (6%).
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Figure 8: Total expenditure on respiratory diagnostics procedures by country per year, 2019 (US$m)
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Source: Frost & Sullivan, 2020

2.8.

COVID-19 and lung diagnostics

The COVID-19 pandemic has created a significant increase in global demand for lung health technologies. The U.S. has been significantly affected
with more than 25% of the total number of confirmed cases worldwide as at the date of this Prospectus. 4DMedical believes that COVID-19 will
substantially and permanently increase the demand for lung health assessments and in turn grow the respiratory diagnostics market.
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3.1.

Who is 4DMedical?

4DMedical Limited is a Melbourne-based software technology company commercialising its patented imaging platform, ‘XV Technology’.
This four-dimensional lung imaging technology utilises proven, patented mathematic models and algorithms to convert X-ray scans into
quantitative data to enhance the capacity of physicians to manage patients with respiratory diseases and diseases of the lung.
After receiving FDA clearance for its XV Technology in May 2020, 4DMedical will initially commercialise its products for the U.S. market.
The Company intends on expanding to further geographies following the initial rollout in the U.S. by providing a medical imaging solution for
the US$31 billion global respiratory diagnostics market.

3.2.

Company history

XV Technology was conceived in 2005 by 4DMedical Founder and CEO, Andreas Fouras, and initially developed by the Laboratory for Dynamic
Imaging, a research group led by Andreas at Monash University.
4DMedical was incorporated in December 2012 to acquire the XV Technology and associated intellectual property and has made significant
progress in commercialising the technology.

Figure 9: Key phases and milestones in 4DMedical’s history
2005

2014

2017

Andreas Fouras conceptualises 4D imaging
using X-rays.

Successful human feasibility study completed
using XV Technology.

First in human data released at the 2017
International Workshop on Pulmonary
Imaging at the University of Pennsylvania.

2009

2015

First patent for XV Technology is filed.

Clinical Advisory Board is formed,
comprising of leaders in respiratory
diagnostics. First collaboration with
a major US hospital.

2010
Andreas Fouras and colleagues receive
an American Asthma Foundation Research
Grant for US$750k (the first Australian
research team to do so).

2016
First major order received for a preclinical
scanner (from Cedars-Sinai Medical Center).

2013
4DMedical commences operations.

2018
Imaging complete for first phase
of clinical trial.

2019
4DMedical receives Australian Federal
Government MRFF Grant for $1m led by
the Australian Lung Health Initiative. Clinical
trial completed in October and FDA 510(k)
submission in November.

2020
FDA clearance received.

3.3.

Proprietary XV Technology Platform

The core of 4DMedical’s business is its patented imaging platform, XV Technology, which maps and measures regional lung motion and air flow
by converting sequences of X-ray images into four-dimensional quantitative data.
Despite the rapidly increasing understanding of respiratory diseases, the ability for physicians to diagnose and prescribe effective treatments
has been limited by the lack of tools to measure lung function in a regional manner. Nearly all lung pathologies are associated with regional
changes in airflow due to local changes in tissue compliance and/or resistance. Yet, the current gold standard for measuring pulmonary capacity,
the pulmonary function test, can only measure pulmonary capacity as an average over the entire lung. As a result, a diagnosis can often come
too late because for a loss of lung function to even be measurable, the disease must be well-advanced.
XV Technology is the first and only FDA cleared respiratory imaging solution that utilises four-dimensional mathematical models and algorithms
to capture the motion of lung tissue during the breath cycle and combines the advantages of existing modalities: the functional insight of spirometry,
the low radiation dose of X-ray technology and at the comparable resolution of CT scans.
XV Technology allows physicians to understand regional air flow within the lung, and to identify respiratory deficiencies earlier and with greater
sensitivity. The Company believes this will create a step change in the capacity of physicians to diagnose and manage patients with respiratory
diseases and diseases of the lung.
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Image 5: XV Technology Image

XV Technology is accessible through a cloud-based SaaS platform that fully integrates with existing X-ray machines, alleviating the requirement
for hospitals and clinics to purchase new equipment to use the technology. Using specific settings and protocols, the data from a patient’s X-ray
images are sent to the 4DMedical cloud where it is analysed by 4DMedical and returned to the physician as a comprehensive report of quantitative
four-dimensional lung function data.

Figure 10: 4DMedical cloud solution fits in existing hospital workflow

1. Patient presents
at a hospital or
private clinic for
imaging

2. 4DMedical imaging
protocol is agnostic
to hospital X-ray
hardware

3. PACS to PACS
workﬂow via 3rd
party partner,
Laurel Bridge

4. 4DMedical
software analyses
images in cloud
using patented
XV technology

5. 4DMedical returns a
XV (Ventilation) report
in under 3 hours to
radiologist as per
standard workﬂow

The report generated by 4DMedical is created entirely by 4DMedical’s analytics software, which can be run in under 3 hours, and does not
require any human involvement or analysis from a 4DMedical staff member. The report highlights ventilation deficiencies in high-resolution,
with precise detail to assist physicians to accurately diagnose patients and prescribe effective treatments.
Leveraging existing hardware and software in hospitals allows 4DMedical to deliver its XV Technology quicker and at a lower cost base to existing
modalities while delivering potential for high gross margin to the Company.
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Figure 11: 4DMedical competitive advantages

3.4.

Functional insight
of spirometry
at a regional level

Comparable
radiation dose
to X-ray

High-detail
resolution
of a CT scan

Improved clinical
outcomes

Faster, more eﬃcient testing
using existing hardware

Competitive pricing below
incumbent technologies

FDA Clearance

In May 2020, 4DMedical received FDA 510(k) clearance for its XV Lung Ventilation Analysis Software (XV LVAS) which is based on the Company’s
XV Technology platform (FDA 510(k) Number K193293). XV LVAS is cleared for quantifying ventilation of pulmonary tissue in adult patients.
Physicians are cleared to use XV LVAS for any condition of the lung.

3.5.

Value Proposition for Healthcare System

The Company believes its proprietary XV Technology represents a compelling value proposition for key stakeholders across the healthcare system.

Figure 12: 4DMedical value proposition

Improved Patient Experience

Improved Patient Outcomes

•

Non-invasive and fast imaging protocol – with simple
to understand report outputs

•

XV Technology has FDA clearance for all lung
conditions to maximise societal benefit

•

No patient compliance required – both lying and
standing options are possible

•

ICU bed & ventilator value multiplier in a pandemic
or other emergency event

•

Radiation dose is low allowing for more frequent
lung assessments

•

Novel end-point for clinical trials to support faster
therapy development

•

Earlier diagnosis provides improved patient outcomes
at lower cost than later interventions

•

Earlier diagnosis leads to earlier treatment and
a healthier population

•

Superior patient monitoring capability
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Reduced Cost of Care

3.6.

Easy to Implement

•

Earlier diagnosis delivers earlier intervention and less
cost for chronic disease management

•

Seamless integration with standard
radiology workstreams

•

Acute patient readmissions account for disproportionate
costs (38% of US COPD patients have 2-4 ER visits
per year, and 19% have 5-10 ER visits per year)

•

Rapid integration (possible 6 days, offsite)

•

Leverages existing X-ray fluoroscopy equipment/
infrastructure with no CapEx required

•

No additional hospital capital expenditure required

•

Fully automated production to deliver low cost/high
value proposition versus other lung diagnostics

Business model

3.6.1. Summary of 4DMedical’s business model
4DMedical’s business model is designed for rapid penetration of the respiratory diagnostics market, with no upfront costs borne by hospitals
for installation and a ‘pay as you go’ SaaS model for clinical reports output to avoid impacting hospitals’ capital budgets.
4DMedical also generates revenue through the sale of hardware. This historically makes up the bulk of revenue generated to date,
the Company anticipates hardware will represent a smaller portion of total revenue in the future compared to its software products.

Figure 13: 4DMedical business model

1. Initial software
conﬁgured by 4DMedical
at each new hospital
for free via a third
party supplier

2. 4DMedical receives
SaaS fees for access
to XV Technology
output reports

3. Scan costs priced
at US$175 per XV
(Ventilation) test

4. 4DMedical can
iterate seamlessly by
providing additional
functionality through
the cloud

By leveraging existing imaging software systems present in U.S. hospitals the Company is able to roll out its products quickly and scale rapidly.
Hospitals are brought online to the XV Technology platform remotely through a third-party supplier and the Company’s software is able to
be deployed in as little as six days. Use of third-party cloud computing platforms and automated processing of scans allows for the rapid scaling
up of operations with minimal additional expenditure.
Initial software configuration is paid by 4DMedical to the software provider for each new hospital meaning that no upfront costs are borne
by hospitals for installation. The Company estimates that the payback for initial hospitals will be approximately 50 days. This may be reduced
in the future, with volume discounts expected to reduce this payback period. Once 4DMedical’s technology is installed within the hospital there
is the ability to deploy new product offerings and functionality by leveraging the XV Technology platform.
By removing the requirement for capital expenditure, 4DMedical reduces potential hurdles in the sales process and delays caused by budget
approval committees. 4DMedical’s ‘pay per use’ model is attractive to hospitals as it represents relatively low commercial risk compared to other
capital intensive respiratory diagnostic modalities. Additionally, scan costs are priced strategically at approximately US$175 per XV Ventilation test,
being marginally less than the cost of a CT scan once X-ray imaging costs are included.
4DMedical’s SaaS business model increases the potential scope of application and customer base at a lower cost base to the incumbent technologies,
allowing 4DMedical to accelerate the take-up of its technology around the world and provide rapid scalability.
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3.7.

What products and services does 4DMedical provide?

4DMedical’s goal is to design and develop products that may assist physicians to more effectively diagnose and manage patients with lung disease.
The Company has developed a pipeline of five products that utilise the XV Technology, including three software products for the respiratory
healthcare market and two hardware products that support 4DMedical’s software offering.

3.7.1. Software products
3.7.1.1. Product one: XV Ventilation Analysis – XV (Ventilation)
4DMedical’s XV (Ventilation) product provides physicians with a patient’s regional measurements of ventilation at each phase of the breath,
showing which parts of the lungs are receiving air, and which are not, and to what extent.
The ventilation analysis performed by XV Ventilation Analysis provides physicians with a patient’s regional measurements of ventilation
at each phase of the breath, delivering functional data on lung health at levels of detail superior to existing diagnostic modalities.
XV (Ventilation) has received FDA clearance with wide indication for use that provides broad use by physicians.

Image 6: Ventilation in a healthy and diseased lung as measured using XV Technology

3.7.1.2. Product two: Ventilation Perfusion – VQ (Perfusion)
VQ (Perfusion) is a combination diagnostic, designed to compete with the Nuclear Medicine V/Q scan and measure both ventilation and perfusion.
However, unlike the Nuclear Medicine V/Q scan, the XV Technology VQ (Perfusion) report is completely contrast agent free. Ventilation is measured
using the XV (Ventilation) and perfusion is measured using a precursor to 4DMedical’s CFPA technology which is discussed in Section 3.7.1.3 below.
Clinical trials for this product are due to commence in 2021.

3.7.1.3. Product three: Contrast Free Pulmonary Angiography – CFPA (Vasculature)
4DMedical’s CFPA (Vasculature) product performs contrast free Pulmonary Angiography (CFPA). CFPA (Vasculature) is a novel, non-invasive
imaging technique that provides regional measurements of the pulmonary vasculature – the blood vessels which carry oxygen from the lungs
to the heart – enabling the evaluation of lung health through the blood network instead of through airflow and ventilation as measured by the
Company’s XV products. Additional technology layers will allow for detection of key diseases of pulmonary embolism and pulmonary hypertension.
This technique is important to physicians, because it provides an often-required measure while eliminating the need for contrast agents, which
are known to be a major cause of kidney failure.
Clinical trials for this product are due to commence in 2021.
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Image 7: Proof of concept demonstrating feasibility of measuring pulmonary vascular flow using 4DMedical technology

3.7.2. Hardware products – Small Animal Ventilator and Preclinical Scanner
4DMedical’s focus is on its software products due to the speed at which they can be deployed and the high gross margin received.
However, 4DMedical has two hardware products in its product pipeline – Small Animal Ventilator and Preclinical Scanner.
The most mature of the two is the Small Animal Ventilator that was developed to support the Company’s internal R&D activities. While the Small
Animal Ventilator is a product in its own right, it is also a key sub-system in 4DMedical’s primary hardware product, the dedicated Preclinical Scanner,
used to monitor respiratory diseases in mice.
The Preclinical Scanner has also directly evolved from 4DMedical’s R&D activities and supports the XV Technology platform by seamlessly
integrating the 4DMedical software technology into a dedicated piece of machinery located at opinion-leading hospital sites. This product brings
in significant early stage revenue and expands the customer base for 4DMedical software products.
In August 2016, 4DMedical secured an agreement with Cedars-Sinai Medical Center in Los Angeles to procure an instance of this hardware
to support R&D activities within the hospital, as well as a $1m Victorian Government Future Industries Fund Sector Growth Program award,
under a Consortium Agreement with Hydrix Services Pty Ltd and Monash University, to facilitate a production line for Preclinical Scanner
manufacturing. 4DMedical completed construction of the first unit in August 2017 and commissioned the unit in 2018 after clearing compliance
testing and import into the U.S.
In the short to medium term, 4DMedical expects sales from its hardware products to make up a small proportion of its overall revenue as
commercialisation accelerates in the US. It is anticipated that the majority of revenue will be generated from the Company’s software products
and these continue to be at the core of the business’ strategy.

3.7.3. Technology overview
4DMedical has built its technology for scalability. An overview of key areas is highlighted in Table 5.

Table 5: Technology approach
PACS partner

4DMedical currently relies on software licenced from Laurel Bridge Software, Inc. to enable PACS
(Picture Archive and Communication System) to PACS workflow via the software. This allows 4DMedical
to fit in existing hospital workflow.

Infrastructure, deployment
and data centres

4DMedical uses Microsoft Azure and Amazon Web Services as IaaS hosting providers for its production
data. This allows the Company to quickly and easily grow, shrink and modify the size and locations of its
production deployments to meet customer demand.

Cybersecurity

4DMedical has, since inception, taken suitable measures to ensure the security of its data, and those
of its customers. 4DMedical employs a defence-in-depth approach, with multiple safeguards on internal
systems and production systems to reduce the risk of inadvertent disclosure of data, or modification of
systems. 4DMedical is currently preparing for ISO27001 (Information Security Management) certification,
in addition to establishing an ISO13485 Quality Management System.
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3.8.

Commercialisation Strategy

4DMedical’s initial focus is the rapid penetration into the U.S. respiratory diagnostics market. Given the large market size, 4DMedical sees substantial
revenue opportunities even on low levels of market penetration.
FDA clearance of the XV (Ventilation) product allows 4DMedical to market for a wide range of respiratory conditions. An experienced in-house
sales force has already been recruited. The XV (Ventilation) product provides a cost-effective and rapid path to market, while the SaaS business
model allows for ability to scale quickly and increases the potential for recurring revenue. 4DMedical will initially target large hospitals operating
at scale to drive take up and market adoption.
A key target customer will be the Department of Veterans Affairs (VA). VA is the largest healthcare provider in the US and directly funds patient
costs, meaning that there is no requirement for reimbursement. 4DMedical will also target its clinical trial partner hospitals where the Company
has existing presence, deep engagement and acceptance of technology presenting high value revenue opportunities.

Figure 14: 4DMedical commercialisation strategy for its initial target market of the U.S.
Stage 1

Stage 2

Stage 3

Stage 4

Clinical Trials at
Flagship US sites

Pilot Solution and
Launch 1st Product

National
Expansion

Accalerate
Adoption

• Already installed and
used at 6 of the highest
rating hospitals in USA

• Pre-launch pilot

• Expand sales team to
increase conversion

• obtain reimbursement

• Build Key Opinion
Leaders (KoL) advocates
to evaluate market

• Priority targets Veterans’
Aﬀairs (VA), KOL Hospitals
and integrated delivery
networks (IDNs)

• Network roll outs at
VA & IDNs

• Expand sales team to
increase conversion

• Publication strategy
to amplify use cases

• 4DMedical direct sales
force recruited

• Virtual Launch of product
and eoI issued
• VA launch to one
region (VISN)

Stage 1 Complete

3.9.

• Health economics
reports & novel use
cases published
• Med society support
for medical service (cPt)
code obtained

• Network-wide contracts

• Increase utilisation
at hospitals
• New products/variants
introduced

~13 Hospitals

~169 Hospitals

300+ Hospitals

(Direct Sales Force)

(Direct Sales Force/
Distributors/Channel
Partners)

(Direct Sales Force/
Distributors/Channel
Partners)

Sales and marketing

3.9.1. Sales strategy
Given the high level of in-country expertise required to enter 4DMedical’s priority jurisdictions, the Company will implement a balanced strategy
that incorporates direct sales and distribution partners. In the US, 4DMedical will initially sell its ventilation analysis product direct to existing
hospital and clinic partners from its global sales headquarters in Los Angeles, California. The Board anticipates that the Company will appoint
a third-party distributor in the future to sell to new customers located in the US and additional jurisdictions.
4DMedical has developed strong relationships with high-quality local distributors around the world and has identified the core requirements for
potential distribution partners: aligned product and service offering, complementary territorial/hospital coverage, top-tier pulmonary relationships,
and local scale of operations.
As opposed to a direct sales model, the appointment of distribution partners will allow 4DMedical to enter into new markets (such as the
European Union) with greater speed, lower up-front costs and flexibility in marketing to specialised customers (such as the pharmaceutical
industry). Distribution partners will be principally responsible for in-market sales and marketing of 4DMedical’s products, with the Company
managing product development, production and distribution from its global SaaS platform.

4DMedical Limited | Prospectus

37

3

Company Overview

3.9.2. Marketing activities
4DMedical’s software and hardware products have been validated through research and clinical trials, much of which have been completed
in collaboration with research partners and other Key Opinion Leaders (KOLs) around the world. The Company is committed to continue
working closely with these parties, as well as its major customers, to promote the 4DMedical brand and generate demand for its software
and hardware products.
4DMedical uses a range of marketing programs to identify and communicate with prospective customers. This includes attending industry trade
shows, events and conferences around the world, engaging with KOLs and industry research analysts, and utilising social media and internet
marketing strategies to draw attention to 4DMedical’s software and hardware products.
Some of the major trade shows that 4DMedical regularly attends and supports includes:
•

The American Thoracic Society (ATS) annual conference which draws over 14,000 attendees. In 2019, 4DMedical received over
500 expressions of interest.

•

American College of Chest Physicians (CHEST), which has over 19,000 members, Annual meeting.

•

Radiological Society of North America (RSNA) is the world’s largest radiology meeting, with over 50,000 attendees from 137 countries.

Image 8: ATS 2019

3.9.3. KOL program
4DMedical has existing partnerships with some of the largest and most prestigious hospitals in the U.S. In China, 4DMedical is establishing
a partnership with leading research hospital, the West China Hospital, located in Chengdu.
KOLs represent a key channel for 4DMedical to communicate the benefits of its technology over existing modalities by providing an opportunity
to participate in conferences and trade shows, as well as directly soliciting high-profile institutions and clinicians. In addition, KOLs typically represent
hospitals many times larger than average, and as such are connected to substantial revenue opportunities now XV Technology has received
FDA clearance.

3.9.4. Clinical Trials
The Company is planning to conduct an additional 10 clinical trials in the US to further demonstrate the sensitivity of XV Technology and its
capacity to provide advanced warning of early stage disease. The Company has also commenced clinical validation of its CFPA (Vasculature)
product with a study currently underway and four are currently in planning stages. Further detail on the Company’s clinical experience can
be found in Section 3.10.1.
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3.9.5. Reimbursement
4DMedical expects that its software products will be purchased by hospitals and clinics who will seek reimbursement from various public and
private third-party payers once they have been used on patients. As there are no existing reimbursement codes that apply to the sale of 4DMedical’s
XV (Ventilation) product, the Company will use existing modalities as a base for pricing.
In the US, 4DMedical’s in-house reimbursement team has identified hospital in-patient and user payer outpatients as the initial target markets
to obtain reimbursement codes for its XV (Ventilation) product. If the US reimbursement code is accepted, XV Technology would become
more rapidly available to all US consumers through insurers, Medicare and Medicaid, and make it more affordable to patients that self-insure.
For subsequent iterations of the product with additional functionality, 4DMedical can apply for an additional reimbursement code once the
technology is firmly established.
In Australia, 4DMedical will apply for an MBS code and enable bulkbilling for its XV (Ventilation) product once TGA clearance is obtained.

3.10. Regulatory position
Though each country and region has a different regulatory framework, 4DMedical’s XV Technology is generally classed as a “Class II” medical
device in most jurisdictions since it measures specific lung motion and air flow information about a patient. Before being able to enter and market
a medical device in a particular jurisdiction, a company must seek approval from the appropriate regulatory authority by demonstrating that their
device is safe and effective. This process often presents significant barriers to entry for new market entrants.
In May 2020, 4DMedical received FDA 510(k) clearance for XV Technology in its XV (Ventilation) product and as such is permitted to market
and sell its ventilation analysis software to hospitals and clinics in the US.
The Company is currently in the early stages of pursuing the required regulatory approvals required to sell XV (Ventilation) in other markets.
In China, the Company is seeking to establish a Wholly Foreign Owned Enterprise (WFOE) that would allow it to apply for Chinese Food & Drug
Administration (CFDA) regulatory clearance from China’s National Medical Products Administration (NMPA). NMPA accepts FDA clearance
as part of its submission and thus may be approved more quickly than other clearances.
In Australia, 4DMedical is preparing the documentation required to apply for Therapeutic Goods Administration (TGA) clearance, including a
formal Clinical Evaluation Report, Australian Declaration of Conformity and Australian Essential Principles Checklist, with input from the Company’s
Australian regulatory consultants Brandwood CKC Pty Ltd. 4DMedical and Brandwood CKC Pty Ltd are also working together to build a Quality
Management System (QMS) that conforms with the TGA’s requirements for quality systems.
Whilst the Company is initially targeting regulatory clearance for its XV (Ventilation) product, it has already began preparing for additional approvals
for its other indications, including VQ (Perfusion).

Figure 15: Commercialisation milestones
Commercialistion Milestones
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USA
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2022
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3.10.1. Clinical Experience
4DMedical’s XV Technology provides the physician with additional clinical data in the diagnosis and documentation of inhomogeneities and defects
in pulmonary ventilation for use in adult patients.
4DMedical’s XV Technology has successfully completed analysis of 60 patient procedures datasets as part of its FDA clinical validation and pilot
studies. The Company has aligned its clinical trials with the most prevalent and costly lung conditions in partnership with some of the world’s
best hospitals and clinics in treating respiratory diseases, including Cleveland Clinic, Johns Hopkins, and West China Hospital, as well as leading
institutions including Duke University, Temple University and Vanderbilt University.
In October 2019, 4DMedical concluded its first clinical trial (Phase 1A and 1B) in the US. The clinical trial successfully validated the application of
XV Technology in quantifying and visualising regional lung function defects in human subjects and indicated that the XV Technology gave clinicians
much more detailed information than the commonly used diagnostic methods, such as X-Ray, CT and Pulmonary Function Tests (including spirometry).
The data collected from this clinical trial was used as the basis for the XV (Ventilation) FDA 510(k) submission.

3.11. Growth strategy
There are five key components to 4DMedical’s growth strategy, as outlined below, of which the proceeds from the Offer will be used to advance.

3.11.1. Sales and marketing development
Sales in the U.S. is the priority for 4DMedical given its large and growing addressable market size. 4DMedical intends to implement an accelerated
sales approach by expanding its own sales and marketing team in the US before subsequently appointing third party distributors. The Company’s
in-house sales and marketing team will also be responsible for expanding into the Australian market once the TGA regulatory clearance has
been obtained.

3.11.2. Geographic expansion
The roll out of 4DMedical’s software and hardware products into new geographies will be dependent on the timing of regulatory clearance,
the number of applicable hospitals and clinics, and the reimbursement structure in each jurisdiction. Based on these factors, 4DMedical’s initial
focus is the US. 4DMedical believes its SaaS business model allows for global scale up throughout major respiratory diagnostic markets.
The Company believes that FDA clearance reduces the risk and expedites the process of obtaining approvals in other jurisdictions. Any expansion
outside of the US is likely to be through distribution agents in additional countries, as this provides for a vast network of future sales with minimal
capital cost.

3.11.3. Increased functionality of existing XV (Ventilation) product
4DMedical intends to increase functionality of its existing XV (Ventilation) product to provide additional functionality which will deliver further
value to customers. Increasing functionality will enable the Company to significantly increase average revenue per test at little to no additional
cost to the business.

3.11.4. Development of product pipeline
The development and commercialisation of its pipeline of additional products allows for additional indications to be tested increasing the market
opportunity for 4DMedical. As the products utilise the existing XV Technology platform, they can be easily rolled out to hospitals already using
the existing XV (Ventilation) product with little to no additional cost, enabling increased market penetration and quicker hospital take up.

3.11.5. US reimbursement
4DMedical believes that the adoption of reimbursement for XV Technology has the potential to drive growth significantly. To this end the Company
has developed a clear reimbursement strategy as illustrated below.
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Status
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Figure 16: US reimbursement strategy
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3.12. Intellectual property
As 4DMedical’s XV Technology will be deployed through the cloud using a SaaS business model, intellectual property is a key asset to the business.

3.12.1. Intellectual property portfolio
Since 2012, 4DMedical has built a portfolio of intellectual property rights that complement and facilitate the Company’s business objectives.
The portfolio comprises 15 granted patents, 28 pending patent applications, 13 trademark applications, unregistered trademarks, copyright works
(including software, graphical and text) and trade secrets.
A “core” patent family (applications filed from PCT/AU2010/001199) describes the core XV Technology. In addition to the core patent family,
the Company has significant patent protection including (but not limited to):
•

Heart Imaging

•

Acquiring low dose scans

•

Pulmonary Vascular Imaging

•

Novel interpretation of motion measurements

Provisional patent applications are filed regularly, reflecting 4DMedical’s ongoing innovation, research and new product development
in target commercial territories of the U.S., Europe, China and Australia, and trade secrets, copyright and trademarks provide protection
in non-patent territories.
A full report on the Company’s intellectual property portfolio can be found in Section 8.

3.12.2. Barriers to entry
4DMedical’s XV Technology has been developed over 15 years leveraging the research and development capabilities of Monash University.
Over $20m has been put towards developing the Company’s technology representing a significant barrier to entry for competitors.
The Company believes any competitors that emerge face the following significant barriers to entry:
•

Time to market

•

Dose: If CT based, 35 times 4DMedical imaging protocol

•

Cost: If CT based, imaging input costs are far higher than fluoroscopy
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3.12.3. First mover advantage
First mover advantage allows 4DMedical to deploy additional products using the XV Technology platform to defend market position
and differentiate from future competition.

3.12.4. Clinical validation
The Company’s technology has been included in more than 70 peer reviewed publications in collaboration with an extensive global network
of research partners.

3.12.5. Future product pipeline
Ability to deploy further incremental functionality to existing products at minimal costs allows for additional enhancements to be deployed quickly
and efficiently. Additionally, the Company has plans for a future product suite targeting additional respiratory indications expected to provide
‘whole of market’ solution.
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Financial Information

4.1.

Introduction

The Financial Information of 4DMedical Limited (4DMedical) contained in this Section 4 (Financial Information) includes the following Historical
Financial Information:
•

•

Statutory Historical Financial Information comprising:
һ

Statutory consolidated statements of financial performance for the years ended 30 June 2018 (FY18) and 30 June 2019 (FY19) and the
six-month periods ended 31 December 2018 (H1 FY19) and 31 December 2019 (H1 FY20) (Statutory Historical Results);

һ

Statutory consolidated balance sheet as at 31 December 2019 (Statutory Historical Balance Sheet); and

һ

Statutory consolidated statements of cash flows for FY18, FY19, H1 FY19 and H1 FY20 (Statutory Historical Cash Flows).

Pro Forma Historical Financial Information comprising:
һ

Pro forma consolidated statements of financial performance for FY18, FY19, H1 FY19 and H1 FY20 (Pro Forma Historical Results);

һ

Pro forma consolidated balance sheet as at 31 December 2019 (Pro Forma Historical Balance Sheet); and

һ

Pro forma consolidated statements of cash flows for FY18, FY19, H1 FY19 and H1 FY20 (Pro Forma Historical Cash Flows).

4DMedical has a 30 June financial year end.

Figure 17: Overview of the income statement and cash flow disclosures contained in Section 4
Jun 2017

Dec 2017

Jun 2018

Pro Forma /
Statutory FY18

Dec 2018

Jun 2019

Dec 2019

Pro Forma /
Statutory FY19
Pro Forma /
Statutory H1
FY19

Pro Forma /
Statutory H1
FY20

All amounts disclosed in Section 4 are presented in Australian Dollars and, unless otherwise noted, are rounded to the nearest $0.1 million.
Rounding in the Financial Information may result in some discrepancies between the sum of components and the totals outlined within the tables,
as well as percentage calculations.
Also contained in this Section 4 are:
•

the basis of preparation and presentation of the Financial Information (refer to Section 4.2);

•

details of net (debt)/cash (refer to Section 4.4.2);

•

information regarding contractual obligations, commitments and contingent liabilities (refer Section 4.4.4);

•

management’s discussion and analysis of the Pro Forma Historical Financial Information (refer to Section 4.6); and

•

Dividend policy (refer to Section 4.7).

The information in Section 4 should also be read in conjunction with the risk factors set out in Section 5 and other information contained
in this Prospectus.

4.2.

Basis of Preparation of the Financial Information

4.2.1. Overview
The Financial Information has been prepared and presented in accordance with the recognition and measurement principles of Australian
Accounting Standards (AAS) and 4DMedical’s accounting policies.
The Financial Information reflects the consolidated information for the Company and its subsidiaries (the Group). The Group’s key accounting
policies have been consistently applied throughout the financial periods presented and are set out in Appendix A.
The Financial Information is presented in an abbreviated form insofar as it does not include all the presentation and disclosures, statements
or comparative information as required by AAS and other mandatory professional reporting requirements applicable to general purpose financial
reports prepared in accordance with the Corporations Act.
The Financial Information has been reviewed by PricewaterhouseCoopers Securities Ltd (PwCS) in accordance with the Australian Standard
on Assurance Engagements ASAE 3450 Assurance Engagements involving Corporate Fundraisings and/or Prospective Financial Information.
Investors should note the scope and limitations of the Independent Limited Assurance Report contained in Section 9.
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4.2.2. Preparation of Historical Financial Information
The Statutory Historical Financial Information has been derived from the general purpose consolidated financial statements for FY18 and FY19
and the general purpose consolidated financial statements for H1 FY20, including the H1 FY19 comparable period.
The FY18 and FY19 general purpose consolidated financial statements were audited by PKF Melbourne Audit & Assurance Pty Ltd (PKF).
The H1 FY20 special purpose consolidated financial statements (which include financial information for H1 FY19 for comparative purposes)
have been prepared in accordance with AASB 134 Interim Financial Reporting, and have been reviewed by PKF in accordance with Australian
Auditing Standards on Review Engagements ASRE 2410 Review of Financial Report Performed by the Independent Auditor of the Entity.
PKF issued unmodified audit opinions with respect to the FY18 and FY19 financial statements and issued an unmodified review conclusion
with respect to the H1 FY20 financial statements. However, without modifying its opinions and conclusions with respect to each set of financial
statements, PKF drew attention to 4DMedical’s ability to continue as a going concern being dependent on its success in raising additional capital.
PKF noted that there was, at the time its opinions and conclusions were issued, a material uncertainty that cast significant doubt about the
Group’s ability to continue as a going concern and therefore, whether it will realise its assets and discharge its liabilities in the normal course
of business and at the amounts stated in the financial report.
In preparing the Pro Forma Historical Financial Information adjustments have been made to the Statutory Financial Information to (i) reflect consistent
application of the Group’s current accounting policies and the costs of being a listed entity as described in Section 4.3.1; and (ii) reflect 4DMedical’s
structure post Completion of the Offer as described in Section 4.4.1.
Investors should note that past results do not guarantee future performance.

4.2.3. Changes in accounting standards
4.2.3.1. AASB16 – Leases
AASB16 was issued in February 2016. AASB16 sets out the principles for the recognition, measurement, presentation and disclosure of leases
and requires lessees to account for all leases under a single on-balance sheet model similar to the accounting for finance leases under AASB117.
The standard includes two recognition exemptions for lessees – leases of ’low-value’ assets and short-term leases (i.e., leases with a lease term
of 12 months or less). At the commencement date of a lease, a lessee will recognise a liability to make lease payments (i.e., the lease liability)
and an asset representing the right to use the underlying asset during the lease term (i.e., the right-of-use asset). Lessees will be required
to separately recognise the interest expense on the lease liability and the depreciation expense on the right-of-use (ROU) asset.
The Group adopted AASB16 using the modified retrospective method of adoption with the date of initial application of 1 July 2019. The 4DMedical
applied AASB16 in its financial statements from H1 FY20. The Pro Forma Historical Results reflect the impact of AASB16 as if it were in place
throughout the period.
Other than AASB16 – Leases, there are no other changes in accounting standards which have had a material impact on the Group’s Historical
financial performance or financial position.

4.2.4. Exchange rates used
The Financial Information is presented in Australian Dollars, which is the Group’s functional and reporting currency. The historical statements
of financial performance of 4DMedical’s operations in the United States have been translated using the exchange rate applicable for each period.
Exchange rates used in translating the Financial Information are as follows:

Table 6: AUD exchange rate assumptions
Per AUD $1
United States dollar

FY18

FY19

H1 FY19

H1 FY20

0.7405

0.7003

0.7413

0.7316

4.2.5. Non-IFRS financial measures
4DMedical uses certain measures to manage and report on its business that are not recognised under AAS or IFRS. These measures are collectively
referred to in this Section 4 as ‘non-IFRS financial information’ under Regulatory Guide 230 ‘Disclosing non-IFRS financial information’ published
by ASIC. The principal non-IFRS financial measures that are referred to in this Prospectus are as follows:
•

Gross profit means operating revenue less cost of sales. Refer to Section 4.6.1.2 for a summary of costs included in cost of sales;

•

EBITDA is earnings before interest, taxation, depreciation and amortisation. 4DMedical uses EBITDA to evaluate its operating performance
without the non-cash impact of depreciation and amortisation, and before interest and taxation. EBITDA should not be considered as an
alternative to measures of cash flow under AASB and investors should not consider EBITDA in isolation from, or as a substitute for, an analysis
of the results of 4DMedical’s operations; and

•

EBIT is earnings before interest and taxation.

Certain financial data included in Section 4 is also non-IFRS financial information. 4DMedical believes that this non-IFRS financial information
provides useful information to users in measuring the financial performance of 4DMedical. As non-IFRS measures are not defined by recognised
standard setting bodies, they do not have a prescribed meaning. Therefore, the way in which 4DMedical calculates these measures may be different
to the way other companies calculate similarly titled measures. Investors are cautioned not to place undue reliance on any non-IFRS financial
information and ratios.
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4.3.

Pro Forma Historical Results

Table 7 sets out a summary of the Pro Forma Historical Results which are reconciled to the Statutory Historical Results in Section 4.3.1.

Table 7: Statutory and pro forma historical consolidated statements of financial performance
Statutory
AUD in thousands

Pro forma

Note

FY18

FY19

H1 FY19

H1 FY20

FY18

FY19

H1 FY19

H1 FY20

1

789

695

1

1,100

789

695

1

1,100

Cost of sales

(1,031)

(631)

–

(982)

(1,031)

(631)

–

(982)

Gross profit

(242)

64

1

118

(242)

64

1

118

1,248

861

348

837

1,248

861

348

837

Employee benefits expense

(2,609)

(3,687)

(1,526)

(2,701)

(2,965)

(4,044)

(1,704)

(2,879)

Other expenses

(2,159)

(3,290)

(1,344)

(2,493)

(2,368)

(3,339)

(1,398)

(2,623)

(2)

(34)

(20)

(100)

(2)

(34)

(20)

(100)

Total operating expenses

(4,770)

(7,011)

(2,889)

(5,294)

(5,336)

(7,417)

(3,122)

(5,602)

EBITDA

(3,764)

(6,086)

(2,540)

(4,338)

(4,330)

(6,492)

(2,773)

(4,646)

(9)

(297)

(35)

(772)

(18)

(330)

(49)

(245)

(164)

(104)

(48)

(259)

(213)

(307)

(121)

(259)

(3,937)

(6,487)

(2,624)

(5,368)

(4,560)

(7,129)

(2,943)

(5,150)

–

(4)

–

–

–

(4)

–

–

(3,937)

(6,491)

(2,624)

(5,368)

(4,560)

(7,133)

(2,943)

(5,150)

Revenue

Other income

2

Foreign currency losses

Finance costs – net
Depreciation and
amortisation expense
Profit (loss) before income tax
Income tax expense
Profit (loss) for the period

3

Notes:
1.

Revenue: consists of sale of goods, software licenses, as well as service revenue from the provision of support and maintenance in relation to goods purchased by customers.

2.

Other income: includes R&D tax incentive income (FY18: $0.6 million; FY19: $0.7 million) and other grant income (FY18: $0.7 million; FY19: $0.2 million).

3.

Income tax expense: As at 30 June 2019, the Group has carried forward tax losses in Australia of $8.1 million (30 June 2018: $3.8 million) which may be available to be
utilised to reduce taxable income in future periods, subject to satisfying the tax loss utilisation tests in the Australian tax legislation. The tax losses carried forward by the
United States subsidiary are not material.
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4.3.1. Pro forma adjustments to the consolidated income statements
Table 8 sets out the pro forma adjustments that have been made to 4DMedical’s Statutory Historical Results to derive the Pro Forma
Historical Results.

Table 8: Pro Forma adjustments to statutory historical EBITDA and loss after tax
AUD in thousands

FY18

FY19

H1 FY19

H1 FY20

Statutory EBITDA

(3,764)

(6,086)

(2,540)

(4,338)

Pro forma adjustments
Listed company costs

1

(616)

(616)

(308)

(308)

Adoption of AASB16

2

50

210

75

–

Pro forma EBITDA

(4,330)

(6,492)

(2,773)

(4,646)

Statutory net profit/(loss) after tax

(3,937)

(6,491)

(2,624)

(5,368)

Pro forma adjustments
Listed company costs

1

(616)

(616)

(308)

(308)

Adoption of AASB16

2

(7)

(26)

(11)

–

Interest expense on Converting Notes

3

–

–

–

527

Tax impact of pro forma adjustments

4

–

–

–

–

(4,560)

(7,133)

(2,943)

(5,150)

Pro forma loss after tax
Notes:
1.

Listed company costs: Reflects the Directors’ estimate of the incremental annual costs that 4DMedical will incur as an ASX listed entity. These costs include Chair
and other Non-Executive Director remuneration, additional audit and legal costs, listing fees, Share Registry costs, director and officer’s insurance premiums as well
as annual general meeting and annual report costs. This adjustment reflects 12 months of public company costs in FY17 and FY18, and 6 months of public company
costs for H1 FY19 and H1 FY20.

2.

Adoption of AASB16: Reflects the net EBITDA and loss after tax impact of the adoption of AASB16. 4DMedical adopted AASB16 prospectively from 1 July 2019.
AASB16 requires lessees to recognise an asset (i.e., the right-of-use asset) and a financial liability (i.e., the lease liability) for future lease rentals for qualifying leases.
Lessees are also required to separately recognise the interest expense on the lease liability and the depreciation expense on the right-of-use (ROU) asset.
The adjustment to pro forma EBITDA reflects the reversal of the historical lease expense recorded in operating expenses for leases which fall within the scope of AASB16.
The adjustment to pro forma loss after tax reflects (i) reversal of the historical lease expense, offset by (ii) as estimate of the expenses which would have been incurred
in respect of interest and depreciation for qualifying leases under AASB16. The estimated interest and depreciation costs included in this adjustment are based on the
actual expenses incurred in H1 FY20.

3.

Interest expense on Converting Notes: during H1 FY20, 4DMedical raised funds by issuing $17.4 million of Converting Notes. These Converting Notes will convert
to shares in 4DMedical upon Completion of the Offer. Therefore, the interest expense on these Converting Notes of $0.5 million, has been removed from pro forma
loss after tax as these notes will no longer be in existence following Completion of the Offer.

4.

Tax impact of pro forma adjustments: Excluding an immaterial tax expense in FY19 in the United States, 4DMedical did not generate taxable profits in Australia
or the United States in the above historical periods. As a result, no tax effect on the above pro forma adjustments has been recognised.
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4.4.

Pro forma historical consolidated balance sheet

4.4.1. Overview
The Pro Forma Historical Balance Sheet as at 31 December 2019 as set out in Table 9 is derived from the Statutory Historical Balance Sheet
as at 31 December 2019, adjusted to reflect the impact of the Offer and other capital raising activity and the associated impacts.
The Pro Forma Balance Sheet is provided for illustrative purposes and is not represented as being necessarily indicative of 4DMedical’s view
of its financial position upon Completion of the Offer or at a future date. Further information on the sources and uses of funds of the Offer
is contained in Section 7.1.4.

Table 9: Statutory and pro forma historical consolidated statement of financial position

AUD in thousands

Statutory
31 December
2019

Impact of
Converting
the Offer Notes to equity

Settlement
of rights
and Legacy
Incentive
Options

Pro Forma
31 December
2019

Current assets
Cash and cash equivalents

15,130

45,561

125

(2,079)

58,738

703

–

–

–

703

5

–

–

–

5

505

–

–

–

505

74

–

–

–

74

16,418

45,561

125

(2,079)

60,025

Trade and other receivables

118

–

–

–

118

Property, plant and equipment

805

–

–

–

805

Right-of-use assets

1,127

–

–

–

1,127

Intangible assets

2,982

–

–

–

2,982

Total non-current assets

5,032

–

–

–

5,032

21,450

45,561

125

(2,079)

65,057

(1,838)

–

–

–

(1,838)

(213)

–

–

–

(213)

(16,256)

–

15,906

–

(351)

(194)

–

–

–

(194)

(18,500)

–

15,906

–

(2,594)

(796)

–

–

–

(796)

Employee benefit liabilities

(43)

–

–

–

(43)

Total non-current liabilities

(839)

–

–

–

(839)

(19,339)

–

15,906

–

(3,433)

2,111

45,561

16,031

(2,079)

61,624

Issued capital and other reserves

24,089

46,499

25,856

(246)

96,198

Accumulated losses

(21,978)

(938)

(9,825)

(1,833)

(34,574)

2,111

45,561

16,031

(2,079)

61,624

Trade and other receivables
Inventories
Research and development tax incentive receivable
Other assets
Total current assets
Non-current assets

Total assets
Current liabilities
Trade and other payables
Contract liabilities
Loans and borrowings
Employee benefit liabilities
Total current liabilities
Non-current liabilities
Loans and borrowings

Total liabilities
Net Assets
Equity

Total equity
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Notes:
1.

Impact of the Offer: As a consequence of the Offer, issued capital and other reserves is expected to increase by $46.5 million through the issue of new Shares in relation to
the Offer of $50.0 million less $3.5 million of the costs of the Offer that are offset against equity. Total costs of the Offer are estimated at $4.4 million, with the remaining
$0.9 million of costs which relate to the sale of existing equity to be expensed.

2.

Converting notes to equity: 4DMedical issued Converting Notes on 20 December 2019 with a total face value of $17.4 million. The amount recognised as at
31 December 2019 as a financial liability (net of capital raising costs) amounted to $15.9 million with $0.8 million recorded in issued capital and other reserves.
In the event of a successful IPO, all of the Converting Notes and any accrued but unpaid interest automatically convert into shares.
The pro forma adjustment reflects the conversion of these Converting Notes and results in (i) a decrease in loans and borrowings of $15.9 million; (ii) an increase in issued
capital and other reserves of $26.7 million; (iii) a decrease in issued capital and other reserves of $0.8 million; and (iv) an increase in accumulated losses of $9.8 million,
representing interest cost of $8.7 million and write-off of capitalised capital raising costs of $1.1 million.

3.

Settlement of rights and Legacy Incentive Options: during its start-up phase, 4DMedical issued 8.5 million rights, as well as 26.5 million options under the Legacy
Employee Incentive Plan (the Legacy Incentive Options). These rights and Legacy Incentive Options have various vesting conditions (including time-based conditions) and
have been accounted for by 4DMedical as equity-settled share based payments. Upon completion of the Offer, all of these rights and some of the Legacy Incentive Options,
including those which have not yet vested, will either: in the case of the rights, automatically convert to shares in 4DMedical; or, in the case of options, offers will be made
to option holders for their options to:
• be cancelled by 4DMedical for a cash amount based on a calculated value; or
• be cancelled by 4DMedical in exchange for ordinary shares issued based on a calculated value; or
• be exercised by the option-holder paying the strike price to 4DMedical in cash, in return for ordinary shares.
The pro forma adjustment reflects (i) the accelerated vesting and subsequent conversion of the rights into ordinary shares, as if these had taken place as at 31 December 2019;
and (ii) the accelerated vesting of the Legacy Incentive Options after which it is assumed that all applicable options holders accept 4DMedical’s offer. This results in the buy-back
of a portion of the Legacy Incentive Options from the option holders, and the exercise of a separate portion of Legacy Incentive Options at their strike price. Following completion
of the Offer, 15.7 million Legacy Incentive Options will remain on foot.

4.4.2. Indebtedness
Table 10 summarises the net (debt)/cash position as of 31 December 2019, on a statutory basis (before Completion of the Offer) and on a pro forma
basis (assuming Completion of the Offer as at that date). A description of 4DMedical’s current Converting Note is provided in Section 7.3.4.

Table 10: Indebtedness as at 31 December 2019
Statutory
31 December 2019

Pro Forma
31 December 2019

(15,906)

–

Current lease liability

(351)

(351)

Non-current lease liability

(796)

(796)

Total borrowings

(17,052)

(1,146)

Cash and cash equivalents

15,130

58,738

(1,921)

57,592

AUD in thousands
Converting Notes

Net (debt)/cash

4.4.3. Liquidity and capital resources
Following Completion of the Offer, 4DMedical’s principal sources of funds are expected to be cash on hand (including the proceeds of the Offer)
and revenue generated from operations. 4DMedical’s primary use of cash is funding its research and development operations including, but not
limited to, product and technology development and growth in employee headcount, as well as to fund sales and marketing activities. 4DMedical
expects that it will have sufficient cash flow from operations and from the proceeds of the Offer to meet its operational requirements and business
needs for at least 12 months following Completion of the Offer. The Group’s ability to generate sufficient cash depends on its future performance
which, to a certain extent, is subject to a number of factors beyond its control including general economic, financial and competitive conditions.
4DMedical anticipates that it may need to raise additional financing in the future to fund its operations, or to fund acquisitions. In order to meet
these additional cash requirements, the Group may seek to sell additional equity or issue debt, convertible debt or other securities that may result
in dilution to its Shareholders. If the Group raises additional funds through the issuance of debt or convertible debt securities, these securities
could have rights senior to those of its ordinary Shares and could contain covenants that restrict its operations. There can be no assurance
that the Group will be able to obtain additional equity or debt financing on terms acceptable to it, if at all. Additional debt financing, if available,
would result in increased fixed payment obligations and may involve agreements that include covenants limiting or restricting 4DMedical’s ability
to take specific actions such as incurring debt, making capital expenditures or declaring dividends. 4DMedical’s failure to obtain sufficient funds
on acceptable terms when needed could have a material adverse effect on its business, results of operations and financial condition.
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4.4.4. Contractual obligations and commitments
The Group has no material contractual obligations, commitments and contingent liabilities. The Group has two operating leases for its Melbourne
and US offices which had total payment obligations amounting to $1.2 million at 31 December 2019. In accordance with AASB16, the Group has
recorded a right-to-use asset for these office leases.

Table 11: Contractual obligations and capital commitments
Lease
Commitments
31 December 2019

AUD in thousands
Within one year

400

Greater than 1 year but less than 5 years

848

Total

1,248

Notes:
1.

Lease commitments: Represents future minimum rentals payable under non-cancellable operating leases as at 31 December 2019.

4.5.

Pro forma historical consolidated cash flow statements

Table 12 sets out a summary of the Statutory and Pro Forma Historical Consolidated Statement of Cash Flows. The Pro Forma Historical Statement
of Cash Flows is reconciled to the Statutory Statement of Historical Cash Flows in Section 4.5.1.

Table 12: Statutory and pro forma historical consolidated statements of cash flows
Statutory
AUD in thousands

Note

FY18

Pro forma

FY19 H1 FY19 H1 FY20

FY18

FY19 H1 FY19 H1 FY20

Operating activities
Grant and receipts from customers
Payments to suppliers and employees

1

Research costs
Interest paid

2

Interest received
Research and development tax incentive

1,017

618

787

1,828

1,017

618

787

1,828

(3,964)

(5,220)

(2,323)

(2,515)

(4,531)

(5,626)

(2,556)

(2,823)

(871)

(2,050)

(663)

(1,410)

(871)

(2,050)

(663)

(1,410)

–

–

(37)

(246)

(9)

(33)

(51)

(246)

6

4

3

1

6

4

3

1

498

862

365

555

498

862

365

555

Net GST (paid)/received

(59)

5

89

(178)

(59)

5

89

(178)

Other tax refund/(paid)

(6)

1

–

–

(6)

1

–

–

(3,379)

(5,779)

(1,779)

(1,966)

(3,954)

(6,218)

(2,025)

(2,274)

(158)

(525)

(169)

(119)

(158)

(525)

(169)

(119)

(69)

(125)

(95)

(80)

(69)

(125)

(95)

(80)

Net cash flows used in operating activities
Investing activities
Purchase of property, plant and equipment
Purchase of intangibles
Research and development tax incentive
Capitalisation of development costs to intangible assets
Net cash flows (used in)/from investing activities

523

253

751

372

523

253

751

372

(1,202)

(635)

(336)

(390)

(1,202)

(635)

(336)

(390)

(906)

(1,030)

151

(217)

(906)

(1,030)

151

(217)

3,794

6,232

1,814

1,222

3,794

6,232

1,814

1,222

–

–

–

17,288

–

–

–

17,288

1,000

2,000

–

–

1,000

2,000

–

–

–

–

–

(1,111)

–

–

–

(1,111)

–

–

(1,000)

(3,000)

–

–

(1,000)

(3,000)

–

–

–

(170)

(41)

(177)

(62)

(170)

4,794

8,232

814

14,229

4,752

8,055

752

14,229

509

1,423

(814) 12,045

(107)

806

Financing activities
Proceeds from issuance of shares
Proceeds from Converting Notes issue
Proceeds from borrowings
Cost of fund raising
Repayment of borrowings
Payment of principal portion of lease liabilities
Net cash flows from financing activities
Net increase/(decrease) in cash and cash equivalents
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2

(1,122) 11,737

Notes:
1.

Listed company costs: payments to suppliers and employees includes the Directors’ estimate of the incremental annual costs that the Group will incur as an ASX listed entity.

2.

Adoption of AASB16: 4DMedical has adopted AASB16 since 1 July 2019. This standard requires lessees to recognise an asset (i.e., the right-of-use asset) and a financial
liability (i.e., the lease liability) to pay rentals. Lessees are also required to separately recognise the interest expense on the lease liability and the depreciation expense on the
right-of-use (ROU) asset. This adjustment reflects the reclassification of operating lease charges from payments to suppliers and employees, to interest paid and payment
of principal portion of lease liabilities.

4.5.1. Pro forma historical consolidated cash flow statements
Table 13 sets out the pro forma adjustments that have been made to 4DMedical’s Statutory Historical Cash Flows.

Table 13: Pro forma adjustments to statutory historical cash flows
AUD in thousands

Note

Statutory net cash flows
Listed company costs

1

Pro forma net cash flows

FY18

FY19

H1 FY19

H1 FY20

509

1,423

(814)

12,045

(616)

(616)

(308)

(308)

(107)

806

(1,122)

11,737

Notes:
1.

Listed company costs: Reflects the Directors’ estimate of the incremental annual costs that the Group will incur as an ASX listed entity. This adjustment reflects 12 months
of public company costs in FY18 and FY19, and 6 months of public company costs for H1 FY19 and H1 FY20.

4.5.2. Reconciliation from net loss after tax to historical net cash flow used in operating activities
Table 14 sets out the reconciliation of 4DMedical’s historical net loss after tax to net cash flow used in operating activities.

Table 14: Statutory and pro forma historical cash flow reconciliation
Statutory
AUD in thousands

FY18

FY19

Pro forma

H1 FY19

H1 FY20

FY18

FY19

H1 FY19

H1 FY20

Reconciliation of net loss after tax to net cash flows from operations
Net loss for the year

(3,937)

(6,491)

(2,624)

(5,368)

(4,560)

(7,133)

(2,943)

(5,150)

Depreciation and amortisation expense

164

104

48

259

213

307

121

259

Share-based payment expense

672

1,037

398

904

672

1,037

398

904

Non-cash interest

–

–

–

527

–

–

–

–

Expected credit losses

–

–

–

125

–

–

–

125

(54)

(14)

(18)

(88)

(54)

(14)

(18)

(88)

Assets write-off

–

–

–

6

–

–

–

6

Bank revaluations

–

–

–

(2)

–

–

–

(2)

(Increase)/decrease in trade and other receivables

108

(466)

168

(154)

108

(466)

168

(154)

Decrease/(increase) in inventories

678

(606)

(413)

623

678

(606)

(413)

623

Decrease/(increase) in other assets

(38)

(144)

38

108

(38)

(144)

38

108

199

411

(3)

738

199

411

(3)

738

Decrease/(increase) in research and development
tax incentive receivable

(95)

208

19

223

(95)

208

19

223

Increase in employee benefit liabilities

53

58

3

47

53

58

3

47

Increase/(decrease) in contract liabilities

(629)

125

606

88

(629)

125

606

88

Decrease in government grants

(500)

–

–

–

(500)

–

–

–

(3,379)

(5,779)

(1,779)

(1,966)

(3,954)

(6,218)

(2,025)

(2,274)

Adjustments for

Unrealised foreign currency gains

Changes in assets and liabilities

Increase/(decrease) in trade and other payables

Net cash flows used in operating activities
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4.6.

Management discussion and analysis of Pro Forma Historical Financial Information

4.6.1. General factors affecting the operating results of 4DMedical
Section 4.6 sets out a discussion of the key factors which affected the Group’s operating and financial performance during FY18, FY19, H1 FY19
and H1 FY20. The discussion of these factors is intended to provide a brief summary only and does not detail all the factors that affected the Group’s
historical pro forma financial performance, or may affect the Group’s future pro forma financial performance.

4.6.1.1. Revenue
The Group is at a “start-up” phase with historical revenues primarily derived through sale of hardware. The key categories of revenue are set
out below:
•

Sale of goods comprising the sale of preclinical scanners, and included sub systems, and the sale of small animal ventilators.

•

Ongoing support and maintenance including scheduled onsite service visits, preventive machine maintenance, cleaning and replacement parts
for a specified term defined by each customer contract. Historically, contract terms have ranged from 12 to 48 months.

•

Software licence comprises subscription revenue for licenced use of the Group’s imaging software for a specified term defined by each
customer contract. Contracts to date have ranged from a period of 36 to 60 months.

•

Other income includes research and development tax incentives and various government and medical research grant revenue.

4.6.1.2. Cost of sales and operating expenses
Key operating expense categories of the Group are set out below:
•

Cost of sales includes expenses associated with the cost of goods purchased and employee expenses directly attributable to manufacturing.
FY18 cost of sales includes the cost to manufacture hardware in-house including labour costs. Beginning in FY19 hardware manufacturing
was outsourced and the cost of sales in this period and onwards is reflective of the cost of directly acquiring the equipment.

•

Employee benefits expenses primarily relates to wages and salaries, other employee and director’s benefits expenses and equity
share-based payments.

•

Other expenses consist of expenses related to legal, professional and consultants, sales and marketing, travel, insurance, technology
and other corporate expenses.

4.6.1.3. Depreciation and amortisation
Depreciation and amortisation are non-cash items that predominantly relate to:
•

Depreciation of fixed assets, largely comprising computers and office equipment;

•

Depreciation of right-of-use assets brought on Balance Sheet as a result of AASB16 adoption; and

•

Amortisation of limited life intangible assets, comprising intellectual property and patents.

4.6.1.4. Tax
The primary jurisdictions in which the Group operates and the FY19 headline corporate tax rates applicable in those jurisdictions are Australia
(30%) and the United States (21%). Due to the incurrence of tax losses in Australia and the United States over the historical period, no income tax
should be payable in these jurisdictions relating to those historical periods.
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4.6.2. Pro Forma Historical Results for FY19 compared to FY18 and H1 FY20 compared to H1 FY19
Table 15 sets out the Pro Forma Historical Results for FY19 compared to FY18 and H1 FY20 compared to H1 FY19.

Table 15: Pro forma historical consolidated statements of financial performance
AUD in thousands

FY18

FY19

Var ($)

H1 FY19

H1 FY20

Var ($)

789

695

(94)

1

1,100

1,099

Cost of sales

(1,031)

(631)

400

–

(982)

(982)

Gross profit

(242)

64

305

1

118

118

Other income

1,248

861

(386)

348

837

489

Employee benefits expense

(2,965)

(4,044)

(1,079)

(1,704)

(2,879)

(1,175)

Other expenses

(2,368)

(3,339)

(971)

(1,398)

(2,623)

(1,225)

(2)

(34)

(32)

(20)

(100)

(80)

Total operating expenses

(5,336)

(7,417)

(2,081)

(3,122)

(5,602)

(2,480)

EBITDA

(4,330)

(6,492)

(2,162)

(2,773)

(4,646)

(1,873)

(18)

(330)

(312)

(49)

(245)

(196)

(213)

(307)

(95)

(121)

(259)

(137)

(4,560)

(7,129)

(2,568)

(2,943)

(5,150)

(2,206)

–

(4)

(4)

–

–

–

(4,560)

(7,133)

(2,572)

(2,943)

(5,150)

(2,206)

Revenue

Foreign currency losses

Finance costs – net
Depreciation and amortisation expense
Profit (loss) before income tax
Income tax expense
Profit (loss) for the period

4.6.2.1. Revenue
Throughout FY18, FY19, and H1 FY20, the Group’s revenue was derived almost entirely from the sale of goods (FY18: 100.0%, FY19: 98.2%,
H1 FY20: 100.0%). Overall, revenue decreased by $0.1 million or 11.9% from $0.8 million in FY18 to $0.7 million in FY19, and increased by
$1.1 million from $0.0 million in H1 FY19 to $1.1 million in H1 FY20.
In FY18, 4DMedical’s revenue was primarily derived from the sale of a preclinical scanner for $0.8 million. In FY19, revenue was largely generated
by the sale of a preclinical scanner for $0.7 million. There were no unit sales in H1 FY19. In H1 FY20, revenue was primarily derived from the sale
of a preclinical scanner for $1.1 million.

4.6.2.2. Cost of sales
Cost of sales decreased by $0.4 million or 38.8% from $1.0 million in FY18 to $0.6 million in FY19. The variation in cost of sales was due to
the method of manufacture of the units sold in each period. The preclinical scanner sold in FY18 was manufactured in-house and sold at a loss;
whereas, the manufacture of the preclinical scanner sold in FY19 was outsourced, resulting in a more predictable unit cost.
As there were no unit sales in H1 FY19, cost of sales of $nil was recognised. The preclinical scanner sold in H1 FY20 was also sourced externally
with similarly predictable unit costs to the unit sold in FY19.

4.6.2.3. Other income
Table 16: Pro forma historical consolidated summary of other income
AUD in thousands

FY18

FY19

Var ($)

H1 FY19

H1 FY20

Var ($)

Research and development tax incentive

593

655

62

347

332

(15)

Other grant revenue

655

207

(448)

1

506

504

1,248

861

(386)

348

837

489

Other income
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Other revenue decreased by $0.4 million or 31.0% from $1.2 million in FY18 to $0.9 million in FY19, and increased by $0.5 million from
$0.3 million in H1 FY19 to $0.8 million in H1 FY20 primarily due to:
•

Research and development tax incentive income is a result of the Group making R&D Tax Incentive claims for the research and development
activities it has undertaken. As the Group’s turnover is below $20.0 million, it is eligible for the 43.5% refundable R&D Tax Offset which is
received as a cash payment from the Australian Taxation Office given the Group is not in a tax paying position.
һ

This income increased by $0.1 million or 10.5% from $0.6 million in FY18 to $0.7 million in FY19 due to an increase in qualifying
expenditure; and

һ

Research and development tax incentive income remained consistent at $0.3 million in H1 FY19 and H1 FY20.

Please refer to Section 5.1.17 for commentary regarding the status of the Group’s R&D Tax Incentive claims.
•

Other grant revenue recognised in each period comprises:
һ

FY18 and FY19: income was recognised in respect of grants awarded to 4DMedical and its partners under the Victorian Government
Future Industries Fund Sector Growth Program ($0.6 million in FY18 and $0.1 million in FY19). This grant was awarded to facilitate the
production line of preclinical scanners over a 4-year timeline. The income was recognised in line with milestones set out in the grant
which were largely achieved in FY18, with some additional milestones reached in FY19.

һ

H1 FY20: $0.5 million of income was recognised in respect of the Medical Research Future Fund (MRFF) Grant stage one award received
by the Group’s wholly owned subsidiary, The Australian Lung Health Initiative Pty Ltd. This income is recognised in accordance with
achievement of milestones set out in the grant. A further $0.5 million of income is expected to be recognised in respect of this grant
in H2 FY20.

4.6.2.4. Employee benefits expense
Employee benefit expenses increased by $1.1 million or 36.4% from $2.9 million in FY18 to $4.0 million in FY19. This increase was primarily driven by:
•

An increase in headcount from an average of 23 during FY18 to an average of 26 during FY19;

•

the increased remuneration associated with the relocation of 4 headcount from Australia to the United States in H1 FY19;

•

increase due to equity settled share-based payments; and

•

increases in salaries paid to staff over the period.

Employee benefit expenses increased by $1.2 million or 69.0% from $1.7 million in H1 FY19 to $2.9 million in H1 FY20. This increase was primarily
driven by:
•

an increase in headcount from an average of 26 in H1 FY19 to an average of 29 in H1 FY20;

•

the increased remuneration associated with the relocation of 4 headcount from Australia to the United States in H1 FY19; and

•

increases in salaries and other benefits paid to staff during the period.

4.6.2.5. Other expenses
Other expenses increased by $1.0 million or 41.0% from $2.4 million in FY18 to $3.4 million in FY19 primarily due to:
•

Legal, professional and consulting expenses increased by $0.3 million or 29.5% from $1.1 million in FY18 to $1.4 million in FY19 primarily
driven by an increase of $0.2 million in accounting and finance costs (including bookkeeping and audit) and consultancy services primarily
as a result of increased activity;

•

Insurance expenses increased by $0.2 million from $0.0 million in FY18 to $0.2 million in FY19 attributable to increases in health cover costs
and other insurance for activities in the United Stated; and

•

Other expenses increased $0.5m from $0.3m in FY18 to $0.8m in FY19 primarily driven by a $0.3 million increase in expenses recognised in
respect of fees and commissions paid to brokers and advisers for capital raised in FY19, alongside minor increases in other expense categories.

Other expenses increased by $1.2 million or 87.6% from $1.4 million in H1 FY19 to $2.6 million in H1 FY20 primarily due to:
•

Legal, professional and consulting expenses increased by $0.6 million or 97.8% from $0.6 million in H1 FY19 to $1.2 million in H1 FY20
primarily driven by:
һ

a $0.1 million increase in regulatory consultancy fees (from $nil in H1 FY19, to $0.1 million in H1 FY20) as 4DMedical underwent
the final stages of completing its 510(k) submission to the FDA;

һ

an increase of $0.2 million in accounting and finance costs (including bookkeeping and audit) and consultancy services; and

һ

an increase of $0.3m in other professional and consulting expense categories as activity in the business increased.
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•

Sales and marketing expenses increased by $0.1 million or 86.1% from $0.2 million in H1 FY19 to $0.3 million in H1 FY20 as a result
of increased conference expenses;

•

Other expenses increased by $0.2 million from $0.3 million in H1 FY19 to $0.5 million in H1 FY20 primarily due to increased expenditure
on platform development of $0.1 million alongside other minor increases in other expense categories; and

•

Bad debt expenses of $0.1 million were incurred in H1 FY20 ($nil in H1 FY19) due to an unrecoverable milestone payment under the Victorian
Government Future Industries Fund Sector Growth Program Grant.

4.6.2.6. Loss for the period
Loss for the period increased by $2.5 million or 56.4% from $4.6 million in FY18 to $7.1 million in FY19, and by $2.2 million or 75.0% from $2.9 million
in H1 FY19 to $5.1 million in H1 FY20 for the reasons described above.

4.6.3. Pro Forma Historical Cash Flows for FY19 compared to FY18 and H1 FY20 compared to H1 FY19
Table 17 sets out the Pro Forma Historical Cash Flows for FY19 compared to FY18 and H1 FY20 compared to H1 FY19.

Table 17: Pro forma historical consolidated statements of cash flows
AUD in thousands

FY18

FY19

Var ($)

H1 FY19

H1 FY20

Var ($)

Grant and receipts from customers

1,017

618

(399)

787

1,828

1,041

Payments to suppliers and employees

(4,531)

(5,626)

(1,095)

(2,556)

(2,823)

(267)

(871)

(2,050)

(1,179)

(663)

(1,410)

(747)

Interest paid

(9)

(33)

(24)

(51)

(246)

(196)

Interest received

6

4

(2)

3

1

(2)

498

862

365

365

555

189

Net GST (paid)/received

(59)

5

64

89

(178)

(267)

Other tax refund/(paid)

(6)

1

7

–

–

–

(3,954)

(6,218)

(2,264)

(2,025)

(2,274)

(249)

(158)

(525)

(367)

(169)

(119)

50

(69)

(125)

(56)

(95)

(80)

14

523

253

(270)

751

372

(379)

(1,202)

(635)

568

(336)

(390)

(54)

(906)

(1,030)

(125)

151

(217)

(368)

3,794

6,232

2,438

1,814

1,222

(592)

–

–

–

–

17,288

17,288

1,000

2,000

1,000

–

–

–

Cost of fund raising

–

–

–

–

(1,111)

(1,111)

Repayment of borrowings

–

–

–

(1,000)

(3,000)

(2,000)

(41)

(177)

(136)

(62)

(170)

(108)

4,752

8,055

3,302

752

14,229

13,477

(107)

806

913

(1,122)

11,737

12,859

Operating activities

Research costs

Research and development tax incentive

Net cash flows used in operating activities
Investing activities
Purchase of property, plant and equipment
Purchase of intangibles
Research and development tax incentive
Capitalisation of development costs to intangible assets
Net cash flows (used in)/from investing activities
Financing activities
Proceeds from issuance of shares
Proceeds from Converting Notes issue
Proceeds from borrowings

Payment of principal portion of lease liabilities
Net cash flows from financing activities
Net increase/(decrease) in cash and cash equivalents
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Net cash flow
Net cash flow has increased by $0.9 million from a net decrease in cash and cash equivalents of $0.1 million in FY18 to a net cash increase in cash
and cash equivalents of $0.8 million in FY19 mainly due to:
•

A $2.3 million or 57.3% increase in net cash used in operating activities largely attributable to (i) $1.1 million or 24.2% increase in payments
to suppliers and employees, and (ii) $1.2 million or 135.3% increase in research costs commensurate with increased activity levels; offset by

•

A $3.3 million or 69.5% increase in net cash inflow from financing activities largely attributable to (i) $2.4 million increase in proceeds from
issuance of shares, and (ii) $1.0 million increase in proceeds from borrowings.

Net cash flow increased by $12.8 million from a net decrease in cash and cash equivalents of $1.1 million in H1 FY19 to a net increase in cash
and cash equivalents of $11.7 million in H1 FY20. This was mainly due to a $13.5 million increase in net cash inflow from financing activities
largely attributable to (i) $17.3 million in proceeds from Converting Notes issue, partially offset by (ii) $1.1 million of cost of fund raising and
$2.0 million increase in the repayment of borrowings.

4.7.

Dividend policy

The policy of the Company is to reinvest all cash flow into the business in order to maximise its growth. Accordingly, no dividends are expected
to be paid in the near term following the Company’s listing on the ASX. The payment of a dividend by 4DMedical, if any, is at the discretion of
the Directors and will be a function of a number of factors (many of which are outside the control of the Directors), including the general business
environment, the financial results of the business, cash flows and financial condition of 4DMedical, future funding requirements, considerations,
and any contractual, legal or regulatory restrictions on the payment of dividends by 4DMedical. The Directors do not provide any assurance
of the future level of dividends paid by the Company.
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There are a number of risks, both specific to the Company and of a general nature, which may either individually, or collectively, adversely affect
in a material way the future business, operations and financial performance of the Company and the value of the Shares. While the Company
seeks to manage risks to prevent adverse outcomes, many of these risks are outside the control of the Company, the Directors and management.
This Section 5 describes some of the key risks associated with an investment in the Shares. These risks have been separated into:
•

risks associated with the Company’s business and the industry in which it operates; and

•

risks associated with an investment in Shares in the Company.

The selection of risks has been based on an assessment of a combination of the probability of the risk occurring and the impact of the risk if it did
occur. This assessment is based on the knowledge of Directors as at the Prospectus Date. There is no guarantee or assurance that the importance
of different risks will not change or that other risks will not emerge.
Prospective investors should note that this is not an exhaustive list of the risks associated with an investment in the Company. This Section 5
should also be read in conjunction with other information disclosed in this Prospectus. Investors should have regard to their own investment
objectives, financial situation or particular needs, and should consider seeking professional guidance from their stockbroker, solicitor, accountant
or other independent professional adviser before deciding whether to invest.

5.1.

Risks specific to the Company’s operations

5.1.1. Sufficiency of funding
The Directors consider that, on receipt of funds from the IPO, 4DMedical will have sufficient working capital to carry out its objectives.
However, financial resources are limited and there is a risk that 4DMedical may never achieve profitability. 4DMedical may be required to raise
additional funds from time to time to finance the development and commercialisation of its products and other longer-term objectives. The ability
to raise additional funding is subject to factors beyond the control of 4DMedical and its Directors. The Directors can give no assurance that future
funds can be raised by the Company on favourable terms, or at all.

5.1.2. Barrier to entry
Competitors in the respiratory imaging sector may seek to minimise the ability of 4DMedical to penetrate the market by seeking to impede
or disrupt 4DMedical’s ability to establish product distribution and maintenance pathways. However, as a cloud-based SaaS service provider,
the risk that a third party may successful impede 4DMedical’s ability to penetrate the market is reduced.
Furthermore, 4DMedical’s business strategy offers significant opportunities for one or more key players in the respiratory imaging industry to
form partnerships with 4DMedical. For instance, 4DMedical may enter licence agreements with key players granting those key players with the
ability to manufacture 4DMedical hardware. These potential partners will, in part, be selected based on their ability to provide 4DMedical with
access to distribute its products in its target markets.

5.1.3. Future profitability is uncertain
4DMedical is still in the early sales and commercialisation stage for its XV Technology. To date, it has funded its operations principally through
issuing securities (both equity and debt), seeking research and development tax refunds and by applying for grants. 4DMedical is not yet profitable
and has historically incurred losses.
Although the XV (Ventilation) has obtained FDA clearance, there is no guarantee that 4DMedical will be able to grow its sales of the XV (Ventilation)
in the US or in any other jurisdictions. There is no guarantee that 4DMedical will be successful in obtaining FDA clearance for its VQ (Perfusion)
and CFPA (Vasculature) products, nor is there any guarantee that regulatory approvals will be obtained for any of 4DMedical’s products in other
target jurisdictions such as the European Union, Australia and China. Further, regulatory approval and clearance of 4DMedical’s products is not
in itself a guarantee of market adoption of 4DMedical’s products, the latter being crucial for revenue generation and profitability to the Company.
4DMedical’s ability to operate profitably in the short term will depend on its ability to successfully penetrate key markets in the United States for
the sale of its XV (Ventilation) software. In the short to medium term, 4DMedical expects sales from its hardware products (being the small animal
ventilator and the Preclinical Scanner) to make up a small proportion of its overall revenue. The majority of revenue will be generated by 4DMedical’s
software products and these continue to be core to the Company’s business strategy.
If 4DMedical’s products fail to penetrate international markets, or if it fails to obtain the required regulatory approvals for its XV Technology
software products, 4DMedical may never become profitable.
Other factors that will determine 4DMedical’s profitability are its ability to manage costs, the ability to execute its development and growth
strategies, economic conditions in the markets in which it operates, competitive factors and regulatory developments. Accordingly, the extent
of future profits, if any, and the time required to achieve a sustained profitability are uncertain. Moreover, the level of any profitability cannot
be predicted.
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5.1.4. Foreign exchange risk
4DMedical’s financial position might be negatively affected by exchange rate fluctuations. In particular, the majority of 4DMedical’s costs are
Australian dollar denominated relating to remuneration for R&D staff who are based in Melbourne, whereas 4DMedical’s initial revenues from
operations upon listing are expected to be substantially U.S. dollar denominated. As a result, 4DMedical is subject to adverse exchange movements,
particularly in the USD:AUD exchange rate. This risk is expected to become more significant in the future as more revenue is anticipated to be
generated offshore.
Furthermore, 4DMedical may not have the ability to enter into foreign exchange hedging contracts with financial institutions, or may not be
able to enter into these contracts on favourable terms. Therefore, adverse movements in the USD:AUD exchange rate may materially impact
on 4DMedical’s financial performance.

5.1.5. Intellectual property risks
4DMedical’s success, in part, depends on its ability to obtain patents, maintain trade secret protections and operate without infringing the
proprietary rights of third parties. If patents are not granted, or if granted only for limited claims, 4DMedical’s intellectual property may not
be adequately protected and may be able to be copied or reproduced or otherwise circumvented by third parties, 4DMedical may not be able
to achieve its objectives, commercialise its products or generate revenue or other returns.
4DMedical has developed and owns a range of proprietary items of intellectual property that management believes are novel and inventive.
The granting of a patent does not guarantee that the rights of others are not infringed or that competitors will not develop technology to avoid
the patented technology, or that a competing company does not infringe on 4DMedical’s patents.
Although 4DMedical does not believe that it is currently infringing any third party’s intellectual property rights, there is always the risk of third
party infringement claims against 4DMedical’s intellectual property rights, which given the complex nature of intellectual property can lead to
expensive and time consuming disputes, often with uncertain outcomes. Parties making claims against 4DMedical’s intellectual property may also
obtain injunctive relief or other relief to prevent 4DMedical from further developing or commercialising its products. If a claim against 4DMedical
is successful, it may be required to pay significant damages, and if the disputed intellectual property is a key aspect of 4DMedical’s business,
it may also be forced to obtain licenses from the successful claimant at unreasonable and prohibitive costs.
Finally and in addition to its patent protections, 4DMedical also relies on protecting its trade secrets. The protective measures 4DMedical employs
may not always be sufficient to protect its trade secrets, which may erode any competitive advantage and harm 4DMedical’s business. There can
be no assurance that employees, consultants or third parties will not breach confidentiality, infringe and/or misappropriate 4DMedical’s intellectual
property. 4DMedical seeks to mitigate the risk of unauthorised use of its intellectual property by limiting disclosure or sensitive material to particular
employees, consultants and others on a need to know basis. Where appropriate, parties having access to such sensitive information will be required
to provide written commitments to confidentiality and ownership of intellectual property.

5.1.6. Key personnel risk
4DMedical relies heavily on its existing key management personnel (in particular in relation to the CEO and Managing Director, Dr Andreas Fouras),
who have intimate knowledge of the business and its products. If a member of 4DMedical’s key management team were to resign or leave the
businesses this could have an adverse effect on 4DMedical’s performance, and there is no guarantee that 4DMedical could attract a suitably
qualified replacement, or if it is able to do so, how long it may take to attract and employ such a replacement.
In addition to holding key person insurance for Dr Fouras, 4DMedical’s internal policies and procedures involve significant planning and processes
to support a structured succession plan for executive and other senior roles within the Company.
Although the Company has structured incentive programs aimed at assisting the recruitment and retention of key personnel, these measures alone
may not be sufficient to attract new personnel in a timely manner or retain existing personnel.

5.1.7. Changes in law risk
The legislative frameworks in key countries may vary without notice and adversely impact 4DMedical, in particular in relation to its operations
and profitability. For example, changes in a jurisdiction’s legislation (or government policy) which affect the ability of patients, hospitals and
clinics to obtain reimbursement for the use of 4DMedical’s products from public sources may adversely affect the sales of those products
in that relevant jurisdiction.
To ensure that 4DMedical can efficiently respond to changes in law, the Company engages experienced legal counsel in the various jurisdictions
in which it operates, and continuously monitors legal updates provided by those counsel in relation to proposed legal changes.
Nonetheless, 4DMedical will still be exposed to risks of changes in applicable laws and changes to the interpretation of existing laws. These changes
in law may negatively affect 4DMedical and/or the returns received by Shareholders. Failures by 4DMedical to comply with legislative or regulatory
requirements may result in compliance orders being issued against the Company, financial penalties being levied against 4DMedical, a cessation
of its operations (either temporarily or permanently) and/or reputational damage.
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5.1.8. Regulatory risk
There is a risk that the relevant regulatory bodies (primarily the FDA in the US) will not grant 4DMedical regulatory clearance to market its
products or will significantly delay the grant of such clearances. Although the FDA has provided its clearance for the XV (Ventilation) product,
the additional VQ (Perfusion) and CFPA (Vasculature) products still require FDA clearance.
Failure to receive regulatory clearance will have a negative impact on 4DMedical’s future revenue streams. Although 4DMedical has developed
significant market opportunities that do not require regulatory clearance (for example research products to the research sector and contract
research services to the pharmaceutical sector) the key milestones for 4DMedical’s existing growth strategy is dependent on regulatory approvals
being obtained for its products (in particular the XV Technology range of products, noting however that 4DMedical already has FDA clearance
of XV (Ventilation) in the United States). In addition, changes to regulatory regimes may become more burdensome in the future. If this occurs,
4DMedical may be required to dedicate more time and resources to ensuring that it complies with these regulations, which could adversely affect
its financial performance and future prospectus.

5.1.9. Risk of superseding technology
There is a risk that new technology will be developed that will supersede 4DMedical’s technology. The XV Technology advances on previous
respiratory diagnostic modalities, including the pulmonary function test (invented in the 1850s), the X-ray (invented 1890s) and the CT (invented
1970s). In this regard, respiratory diagnostic modalities emerge very infrequently. Additionally, new technologies require significant resources
for development and experience lengthy commercialisation timelines.
In addition to the 20 years of monopoly rights granted by 4DMedical’s extensive patent portfolio, 4DMedical will continue to invest heavily
in research and development to mitigate the risk that other competitor technologies will supersede the current and future product offerings
developed by 4DMedical. However, 4DMedical cannot guarantee that its technology will not be superseded.

5.1.10. Technology supplier risk
As a SaaS product supplier, there is a risk that 4DMedical’s cloud delivery partner could breach the delivery agreement and/or other relevant
contractual arrangement. As the developer and owner of the SaaS product, 4DMedical is able to replace its cloud suppliers at short notice.
Alternate suppliers in the SaaS sector are well placed to rapidly and flexibly scale to support demand with minimal disruption to customers due
to the change of cloud supplier.
Nonetheless, any significant interruption to 4DMedical’s ability to deliver its SaaS product could adversely impact its business, operating results
and financial performance.
As set out in Sections 3.3 and 11.10.1, the Company currently relies on software licenced from Laurel Bridge Software, Inc. to enable PACS
(Picture Archive and Communication System) to PACS workflow via the software. If the Company were to breach its agreement with Laurel Bridge
Software, Inc. and that the licence was terminated, the ability of the Company to service its U.S. based customers would be impacted and may
negatively impact on the Company’s prospects and future financial performance.

5.1.11. Competition from new entrants to the industry
4DMedical is subject to risk from competitors including the introduction of new and emerging technologies or inventions. 4DMedical maintains
a close watching brief on existing and emerging respiratory diagnostic tests and hardware in the Company’s field.
However, 4DMedical’s potential competitors may include companies with substantially greater resources and access to more markets.
Therefore, competitors may succeed in developing products that are more effective or otherwise commercially superior to those developed,
or being developed, by 4DMedical, or which could render 4DMedical’s products obsolete and/or otherwise uncompetitive.

5.1.12. 4DMedical’s business may not achieve intended goals
There is a risk the 4DMedical may fail to achieve commercialisation and distribution goals, which will negatively affect the profitability of 4DMedical.
To achieve 4DMedical’s goals, its technology (and products and services based on that technology) needs to find acceptance in a competitive market.
Market acceptance depends on numerous factors, including convincing potential consumers and partners of the attractiveness of 4DMedical’s
technology and the ability to provide services and products of sufficient quality, and at scale to meet commercial demand.

5.1.13. Future acquisitions
4DMedical may seek to acquire businesses or companies in order to achieve its objectives. Although 4DMedical will undertake appropriate
due diligence investigations in relation to each potential acquisition, and seek to ensure certain standard warranty and indemnity protections
are contained in the relevant sale and purchase agreements, there is a risk that those due diligence investigations will not identify issues which
are material to the acquisition and which could result in additional liabilities affecting 4DMedical.
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5.1.14. Product liability
As with all new products, even after obtaining regulatory product approvals, there is no assurance that unforeseen performance characteristics
or defects will not arise. Adverse events could expose 4DMedical to product liability claims or litigation, potentially resulting in the removal of
regulatory approvals and/or exposing 4DMedical for claims for monetary damages. In these circumstances, 4DMedical’s liability may exceed
its insurance coverage (if any).
Product liability claims also have the potential to damage 4DMedical’s reputation and ongoing viability. Significant erosion in reputation of,
or value associated with, 4DMedical, its brand and its products could have an adverse effect on its ability to maintain and establish contractual
relationships with hospitals, medical clinics and other health care professionals for the use of 4DMedical’s products, and its ability to engage
in research and development partnerships with KOLs. Accordingly, reputational damage or negative publicity regarding 4DMedical, its brand
or its products could adversely impact its financial performance.

5.1.15. Privacy risk
4DMedical seeks to ensure that it has appropriate security measures and risk management systems in place to maintain the confidentiality
and privacy of information collected in relation to its customers, end-user patients, employees and other sources of personal information.
4DMedical has, since inception, taken suitable measures to ensure the security of its data, and those of its customers. 4DMedical employs a
defence-in-depth approach, with multiple safeguards on internal systems and production systems to reduce the risk of inadvertent disclosure
of data, or modification of systems. 4DMedical is currently preparing for ISO27001 (Information Security Management) certification, in addition
to establishing an ISO13485 Quality Management System.
However, those security measures are subject to various risks including computer viruses, electronic theft, physical damage resulting in a loss or
corruption of data, operating system failures, third party provider failures or similar disruptions. 4DMedical’s efforts to combat these risks might
not be successful and there is a risk that a data breach may occur, or a third party may gain access to confidential information of 4DMedical’s
customers, end-user patients or employees. The failure of the Company to maintain the confidentiality of this information could result in a breach
of law and cause significant operational, financial and reputational damage (such as claims from 4DMedical’s customers or end-user patients) or
the imposition of penalties if regulatory action is taken against 4DMedical. Any of which could adversely affect the future financial performance
of 4DMedical.

5.1.16. Converting Notes maturity risk
As at the Prospectus Date, the Company currently has a number of Converting Notes on issue, the terms of which are set out in Section 7.3.4.
The maturity date of the vast majority of the Converting Notes is 20 December 2020 and the remaining Converting Notes have a maturity
date of 12 February 2021. Completion of the Offer is conditional on the Company obtaining official quotation of the Shares on the ASX within
3 months after the Prospectus Date. However, if the Company is not admitted to the ASX Official List by the relevant maturity date, those
Noteholders may require the redemption of the Converting Notes. If any of the Noteholders require the redemption of their Converting Notes,
4DMedical will be required to repay the face value of the relevant Converting Notes plus a 25% premium to face value, along with any applicable
interest to the Noteholders. The redemption of a large number of the Converting Notes may have a significant effect on 4DMedical’s cash flow
and the ability of the Company to complete the Offer.

5.1.17. Research and Development Tax Incentive income
4DMedical is eligible for the Australian Government’s R&D Tax Incentive program and has historically received the refundable cash R&D Tax
Offset which the Company uses to offset its research and development costs each year. Applications for the R&D Tax Incentive have been an
area of active enquiry from the Australian Taxation Office and AusIndustry. Cash receipts in respect of the R&D Tax Offset scheme amounted
to $3.1 million over FY18, FY19 and H1 FY20. The impacts on the Financial Information have been discussed in Sections 4.6.2.3 and 4.6.3.
4DMedical made an application to AusIndustry for an Overseas Finding on R&D activities undertaken during the year ended 30 June 2019 in order
to make a claim in relation to overseas R&D activities which have not previously been claimed. As a result of its initial review, AusIndustry issued
an initial negative finding with respect to overseas R&D activities.
4DMedical, with assistance from its advisors has requested an Internal Review of AusIndustry’s decision and are now working with AusIndustry
to resolve the matter.
Whilst the Directors believe that 4DMedical has complied with the requirements to qualify for the R&D Tax Offset scheme, the review
by AusIndustry remains ongoing. As research and development has been a focus area for tax authorities, there is a risk that further reviews
of 4DMedical’s R&D historic tax claims may be undertaken.
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5.2.

General risks of an investment in the Company

In addition to the specific risks outlined above, the operating results and profitability of 4DMedical are sensitive to a number of general risk
factors including those set out below. The list of risk factors below should be carefully considered, together with the information contained
elsewhere in this Prospectus, before deciding to apply for Shares.

5.2.1. Investment risk
The Shares to be issued and sold pursuant to the Offer under this Prospectus should be considered speculative. They carry no guarantee as to
the payment of dividends, return of capital or the market value of the Shares. The prices at which an investor may be able to trade the Shares
may be above or below the Offer Price. Prospective investors must make their own assessment of the likely risks and determine whether an
investment in the Company is appropriate to their own circumstances.

5.2.2. Trading and liquidity in Shares and Escrowed Shareholders’ interests
There can be no guarantee that an active market for the Shares will develop. There may be relatively few potential buyers or sellers of the Shares
on ASX at any given time. This may increase the volatility of the market price of the Shares. It may also impact the prevailing market price at which
Shareholders are able to sell their Shares.
Following Listing, it is expected that the Escrowed Shareholders will hold up to 50.33% Shares that are subject to ASX mandated or voluntary
escrow, which may also impact liquidity. The absence of any sale of Shares by the Escrowed Shareholders during the applicable periods during
which those Shares are escrowed, may cause, or at least contribute to, limited liquidity in the market for Shares. This could impact the prevailing
market price at which Shareholders are able to sell their Shares.
Following release from escrow, the Escrowed Shareholders will be able to freely trade their Shares on ASX in accordance with 4DMedical’s Securities
Trading Policy (to the extent that an Escrowed Shareholder is subject to that policy). A significant sale by the Escrowed Shareholders, or the
perception that sales have occurred, or might occur, could adversely impact the price of the Shares.

5.2.3. Dilution risk
4DMedical may issue further Shares or other securities. 4DMedical cannot predict the size of future issues or the impact, if any, that future issues
of securities will have on the market price of the Shares.
Issues of substantial numbers of Shares, or the perception that the issue or sale of substantial numbers of Shares could occur, may adversely impact
prevailing market prices of the Shares.
While 4DMedical will be subject to the constraints of the Listing Rules relating to the issue of Shares or other Securities, with any additional issue
of Shares, investors will suffer dilution to their voting power and 4DMedical may experience dilution in its earnings per Share.

5.2.4. Absence of dividends and franking
The ability of 4DMedical to pay dividends in the future is dependent on many factors including its ability to develop, seek regulatory approvals
for, and commercialise, its products. Where 4DMedical is in a position to pay dividends, the amount, timing and payment of future dividends is
dependent on a range of factors including future capital, and research and development requirements, as well as the overall financial position of
4DMedical. There will be factors outside of the control of 4DMedical and its Directors that may affect the ability of 4DMedical to pay dividends.
4DMedical does not expect to pay dividends in the short or medium term. The Directors are unable to give any assurance regarding the payment
of dividends in the future, if any.
Finally, if and when dividends are declared, the Directors are unable to give any assurance in relation to whether franking credits attaching
to dividends can be given by 4DMedical. Shareholders should otherwise be aware that the ability to use franking credits, either as a tax offset
or to claim a refund after the end of the income year, will depend on the individual tax position of each Shareholder.

5.2.5. Global economic conditions may affect 4DMedical
4DMedical is dependent on global economic conditions and the global economic outlook, and on the economic conditions and outlook in its key
target markets and the healthcare technology market generally. Economic conditions may be affected by levels of business spending, inflation,
interest rates, consumer confidence, access to debt and capital markets and government fiscal, monetary and regulatory policies. A prolonged
downturn in general economic conditions (such as that which may arise due to COVID-19) may have a material adverse impact on the Company’s
trading and financial performance.

5.2.6. Unforeseen risks and force majeure events
Events may occur within or outside the markets in which 4DMedical operates that could impact upon global or regional economies, the operations
of 4DMedical and/or the price of the Shares. The events include, but are not limited to, acts of terrorism, an outbreak of international hostilities,
fires, floods, earthquakes, labour strikes, civil wars, natural disasters, outbreaks of disease and pandemics, or other natural or manmade events or
occurrences that can have an adverse impact on the demand for 4DMedical’s products or its ability to conduct business. 4DMedical has a limited
ability to insure against some of the risks mentioned above.
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5.2.7. Litigation
In the ordinary course of its business, 4DMedical may be subject to the risk of litigation and other disputes with its customers, employees,
consultants, lessors, regulators and other third parties. Proceedings may result in high legal costs, adverse monetary judgments and/or damage
to 4DMedical’s reputation, which ultimately is likely to have an adverse effect on the financial performance of 4DMedical.

5.2.8. Insurance
4DMedical has obtained insurance where it is considered appropriate for its needs. However, 4DMedical would not expect to be insured against
all risks, either if appropriate cover is not available or because the Directors consider the required premiums to be excessive having regard to the
benefits that would accrue.
Accordingly, 4DMedical may not be fully insured against all losses and liabilities that could unintentionally arise from its operations. If 4DMedical
incurs losses or liabilities for which it is uninsured, the value of the Shares may be at risk.

5.2.9. Accounting standards
Australian Accounting Standards are set by the Australian Accounting Standards Board (AASB) and are outside the control of either 4DMedical
or the Directors.
Any changes to the accounting standards or to the interpretation of those standards may have an adverse impact on the reported financial
performance and position of 4DMedical.

5.2.10. Taxation and changes in tax law
There may be tax implications arising from applications for Shares, participation in any on-market buy-back and/or on the future disposal of Shares.
Further, the tax treatment of a Shareholder’s investment may be impacted by legislative changes in tax law or the interpretation of tax laws
(including goods and services taxes, rules relating to deductable liabilities and stamp duty taxes).
Any changes to the current rate of company income tax may impact Shareholder returns, and any change in tax rules and tax arrangements
could have an adverse impact on the level of dividend franking and Shareholder returns.
Potential investors should consult their professional tax adviser before deciding whether to apply for Shares pursuant to this Prospectus.

5.2.11. Combination of risks
4DMedical may be subject to a combination of risks, including any of the risks outlined in this Section 5, which in aggregate could affect
the performance valuation, financial performance and prospects of 4DMedical.
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6

Key People, Interests and Benefits

6.1.

Board of Directors
Director & Experience

Bruce Rathie – Chair and Non-Executive Director
B.Comm, LLB, MBA, FIML, FAICD, FGIA
Bruce is the Chair and Non-Executive Director of 4DMedical.
Bruce is a professional Non-Executive Director of nearly 20 years standing having completed successful prior careers in
law and finance. He holds degrees in law (LLB), commerce (B. Commerce) and business (MBA Geneva). He is particularly
strong in governance being a Fellow of the Australian Institute of Company Directors and holding its Diploma Company
Director, a Fellow of Australian Institute of Managers & Leaders and a Fellow of the Governance Institute of Australia
and holding its Graduate Diploma in Company Secretarial Practice (Governance).
His legal career included being a partner of a prominent private law firm and then Senior Corporate Counsel
to Robert Holmes a Court’s Bell Resources Limited in the 1980’s.
After completing his MBA in Switzerland, he went into investment banking in 1986 which took him to New York for
3 years returning to Sydney in 1990. He spent the 1990’s as an investment banker in Sydney, the last 5 of which as
Director Investment Banking and Head of the Industrial Franchise Group at Salomon Brothers and then Salomon Smith
Barney where he lead the firm’s joint lead manager roles in the privatisations or IPOs of Qantas, Commonwealth Bank
and Telstra amongst other major transactions of the day.
Bruce has been a professional Director since 2000 in roles with ASX listed and unlisted companies predominantly
in the financial services, biotechnology and technology sectors. He is currently a Non-Executive Director of ASX 200
PolyNovo Limited, Capricorn Society Limited, ASX listed Netlinkz Limited and Australian Meat Processors Corporation
Limited. He is also Chair of Capricorn Mutual Limited and 4DMedical.
Previously, he has been a Non-Executive Director of ASX listed companies Compumedics Limited, Anteo Diagnostics
Limited (Chair), USCOM Limited, Mungana Goldmines Limited and Datadot Technology Limited (Chair). He also served
as an inaugural CSIRO nominated Non-Executive Director of Polynovo Biomaterials Pty Ltd when the Polynovo
technology was first spun out of the CSIRO in 2004, as with several other CSIRO technology commercialisations and
served as Chair of a number of these vehicles.
Bruce is an independent Director.

Dr Andreas Fouras – Managing Director and Chief Executive Officer
BEng, MEngSci(Res), PhD (Monash), MAICD
Andreas is the Managing Director and Chief Executive Officer of the Group.
Andreas started his career in academic research studying experimental fluid dynamics in the Department of Mechanical
and Aerospace Engineering at Monash University in Melbourne, Australia. His early research in wind tunnel quantification
placed him as a young leader in the area of imaging (within fluid dynamics) developing a number of new approaches to
the imaging of gas and liquid flow.
Completing a Masters and PhD, and then rising to the position of Professor and Director of the Laboratory for Dynamic
Imaging, Andreas was recognised by various accolades from a wide range of premier research bodies including the
National Health and Medical Research Council and the American Asthma Foundation.
Andreas was able to apply novel concept to clinical use through the development of XV Technology, uniquely measuring
airflow within the breathing lungs, at every stage of the breath, with both high spatial and temporal resolution at very
low dose. Andreas’ research has been documented in over 100 peer reviewed publications and over 40 patents and
patent applications.
Andreas founded 4DMedical in December 2012 from a desire for his work to reach and positively influence as many
people globally as possible.
A recognised leader, as evidenced by an Australian Davos Connection Australian Leadership Award (2013),
Andreas is now dedicated to applying his business acumen, drive and innovation to the commercialisation
of 4DMedical’s technologies.
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Director & Experience

Lil Bianchi – Non-Executive Director
BSc(Econ), MSc, GAICD
Lil is a Non-Executive Director of 4DMedical.
Lil brings to 4DMedical an invaluable history of experience in technology products and business transformations,
helping lead boards to build an agile and robust strategy through expansive growth. She has participated in business
transformations for US listed technology companies and risk collaborations across financial risk modelling, climate science
and primary industry productivity models. She is an experienced contributor to business transformations for US-listed
technology companies with technology product expertise in AI and SaaS offerings and has vast international experience
in the US, Australia, India, Singapore, UK, France, Germany, New Zealand, Italy and Spain.
Lil’s value to the 4DMedical board lies in her CEO, board, and senior executive track record in financial services, global
listed billion dollar tech corporations, tech start-ups, tier 1 management consultancies, public sector organisations,
and international research operations. Her governance, strategy and capital raising experience has helped her lead
corporations in periods of growth, guiding them in the pivot to stock market listings and international sales.
Lil is an independent Director, and is Chair of the Audit and Risk Committee.

Dr Robert A. Figlin – Non-Executive Director
MD, FACP
Robert is a Non-Executive Director of 4DMedical.
Robert is a Professor of Medicine and Biomedical Sciences and the Steven Spielberg Family Chair in Hematology-Oncology,
Director of the Division of Hematology-Oncology, Deputy Director of the Samuel Oschin Comprehensive Cancer
Institute and Deputy Director of Integrated Oncology at Cedars-Sinai Medical Center in Los Angeles, California.
Robert received his medical degree from the Medical College of Pennsylvania. He completed his residency and chief
residency in internal medicine at Cedars-Sinai Medical Center and a fellowship in hematology/oncology at the David Geffen
School of Medicine at University of California, Los Angeles (UCLA). He is an Emeritus Professor of Medicine and Urology
at the David Geffen School of Medicine at UCLA.
A nationally recognised leader in genitourinary and thoracic oncology in the United States, Robert brings a wealth
of clinical knowledge and medical expertise beneficial to 4DMedical’s commercial success.
Robert serves as Editor for Kidney Cancer Journal, and his studies have appeared in Clinical Cancer Research, Journal
of Clinical Oncology, New England Journal of Medicine, Lancet, JNCI, Lancet Oncology, and Journal of Urology, among
others. He has authored over 350 peer reviewed articles, more than 70 book chapters, and has published, as Editor,
multiple books on kidney cancer. He is the Editor of the Springer Science book entitled, Renal Cell Carcinoma:
Translational Biology, Personalized Medicine, and Novel Therapeutic Targets.
Robert is an independent Director.
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Director & Experience

Lusia Guthrie – Non-Executive Director
BAppSc (Med Tech), MSSTC, MAICD
Lusia is a Non-Executive Director of 4DMedical.
With over 35 years in the pharmaceutical and bioscience industries, Lusia is an experienced CEO, technology developer
and medtech entrepreneur, with strong leadership skills and international industry networks. She started her career
as a Medical Laboratory Scientist before joining the Manufacturing Division of pharmaceutical company FH Faulding
& Co (now Mayne Pharma). Lusia then went on to co-found medical technology innovation company LBT Innovations
Limited (ASX:LBT) where she was Chief Executive Officer and Managing Director until 2016.
Lusia has a proven track record in bringing innovative products to global markets, embracing the entire process from
company formation, capital raising and concept development to product launch and sales. She has an ongoing interest
in the development and commercialisation of innovative healthcare products that incorporate automation, robotics,
machine learning and artificial intelligence.
Lusia is a generous contributor to the Australian life sciences sector through various engagements including: Chair of
BioMelbourne Network; Chair of the Medical Device Partnering Program in Victoria; and Chair Australian Lung Health
Initiative. She is also a member of the Innovation Taskforce, an initiative of the Victorian Government Minister for Jobs,
Innovation and Trade.
Lusia also serves on several advisory boards: Medicines Manufacturing Innovation Centre at Monash University;
Australian Institute for Machine Learning at the University of Adelaide; and Australian Regenerative Medicine Institute.
Lusia is an independent Director, and is a member of the Audit and Risk Committee.

Heath Lee – Executive Director and Chief Financial Officer
BEcon, CA (ICAA), FFin (FINSIA), GAICD
Heath is an Executive Director and Chief Financial Officer of 4DMedical.
Heath brings significant business acumen to 4DMedical. Heath gained his Chartered Accountant qualification working
with KPMG before moving into investment banking with BZW (Barclays Bank) which was later acquired by ABN AMRO.
As a merger and acquisitions professional, Heath advised the Federal Government of Australia on the $4 billion Phase 1
& 2 privatisation of Australia’s airports and CSR on its $6.7 billion demerger of Rinker Materials. With extensive experience
advising companies in relation to trade sales, mergers & acquisitions and company strategy, Heath left ABN AMRO
to launch his own business.
Over a period of 9 years, as founder and CEO, Heath built OCIS from a startup contact centre and market research
company with 10 staff in Melbourne to a business operating in Australia, New Zealand and Fiji with 637 staff servicing
clients such as Optus, The Nielsen Company, Seek.com, Virgin Mobile and the New Zealand Government before the
business was sold in 2013.
As an active investor, advisor and non-executive board director, Heath holds a degree in Economics from Monash
University and a Graduate Diploma in Applied Finance from FINSIA. Heath is also a Qualified Chartered Accountant,
Fellow of the Financial Services Institute of Australasia and a Graduate of the Australian Institute of Company Directors.
Effective 1 January 2020, Heath Lee transitioned from Non-executive Director to Executive Director following
his appointment as Chief Financial Officer of the Company.
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John Livingston – Non-Executive Director
BAppSc (MedRad), GradDipHlthSc (HlthEdu), GradCertBusAdmin, GAICD
John is a Non-Executive Director of 4DMedical.
John Livingston was previously one of the founding partners of Lake Imaging, subsequently becoming part of Integral
Diagnostics Ltd., where John was CEO and Managing Director. John was awarded the AGFA International Award for
Development of Digital Imaging Solutions in 2005.
He has lectured in Australia and abroad on the digital radiology environment, as well as business strategies and systems
within the commercial sector. John has considerable commercial experience, having worked with the team at Lake Imaging
and later Integral Diagnostics through acquisitions and the establishment of Greenfield facilities across Australia.
During his career at Integral Diagnostics, John lead the group through private equity investment with Advent Partners
in 2014 and in 2015 John worked with Advent to list Integral Diagnostics on the ASX.
John is a former director of VicWest Community Telco and United Way, a current director at Comrad Medical Systems
and Ballarat Clarendon College (Chair), and is a graduate member of the AICD.
John is chair of the Remuneration and Nomination Committee.

Julian Sutton – Non-Executive Director
BSc, CFA
Julian is a Non-Executive Director of 4DMedical.
Julian started his career in 1995 as an actuarial analyst for Towers Perrin in Melbourne where he consulted to some
of Australia’s largest superannuation funds. He later transferred with Towers Perrin to Brussels and then to London,
where he worked predominantly in an asset consulting capacity.
In 2002, Julian joined Credit Suisse Asset Management in London as an assistant portfolio manager in their MultiManager team. Driven by strong performance, the team grew assets under management ten-fold from GBP50 million
to GBP500 million over the following two years.
In 2004, Julian joined Schroders Investment Management as a Senior Portfolio Manager in the Multi-Asset team,
responsible for the management of a suite of investment funds with assets under management in excess of US$1 billion.
These funds were invested on a global basis and had exposure to a broad range of asset classes including private equity,
hedge funds, property, commodities, equities, bonds and cash.
After seven years with Schroders, Julian returned to Australia with entrepreneurial ambitions. Julian established a sales
and marketing business that helps best-in-class international fund management companies establish a presence in
the Australian and New Zealand market. Currently, Julian is responsible for the sales and marketing function of Brown
Advisory in Australia.
Julian is a member of the Remuneration and Nomination Committee.
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6.2.

Senior Executives
Executive & Experience

Dr Andreas Fouras – Managing Director and Chief Executive Officer
See Section 6.1.

Heath Lee – Executive Director and Chief Financial Officer
See Section 6.1.

Charlene Stahr – Company Secretary
BEng (Hons.), BTech(Aero), MEngSci(Res), GIA(Cert), MAICD
Charlene has over 12 years’ experience in the engineering and biomedical research sectors, where she has developed
strong technical and business skills across corporate administration, finance and accounting, project and risk management,
regulatory affairs and grant writing. Her 7 years of employment at Monash University saw core involvement in
international research programs and technology development, leading to publication of her own research and patented
intellectual property. Charlene has extensive experience in administration management and auditing, with a strong focus
on compliance and governance, previously holding a number of official roles at Monash University. Charlene holds a
Master of Engineering Science (Research), with her thesis demonstrating the application of XV Technology’s precursor
preclinical research technology to a lung disease model.

Dr Aidan Jamison – Senior Vice President, Engineering
BEng, MIPLaw (Intellectual Property), PhD, Registered Patent Attorney
Aidan has over 12 years’ experience in the biomedical research and intellectual property sectors. He is a registered
patent attorney and completed his Masters of Intellectual Property Law while finishing a PhD in Biomedical Engineering.
As an author on the first XV Technology journal publications, and as a former employee of one of the largest intellectual
property firms in Australia, Aidan brings a wealth of experience to 4DMedical.
As Senior Vice President of Engineering, Aidan drives the Company’s research and development activities as well
as its IP strategy with an in-depth knowledge of both 4DMedical’s technology and the IP landscape.

Paul Cooke – Senior Vice President, Sales and Marketing
BA (Mil), Grad Dip Bus (RMIT), MLatTh (SOT)
Paul has more than 30 years’ of commercial expertise in business development, marketing, international commercialisation
and market entry strategies. Paul’s previous executive roles include Group Chief Executive Officer of Icon Agency Group,
Director of The Fuel Agency, Vice President of R.L. Polk, and Director of his own marketing communications agency,
Effectus Marketing Group.
Paul’s experience in management consulting, data analytics, software development and marketing is leveraged
by the 4DMedical executive team to help frame the Company’s global communications messaging and assist in the
international market entry strategy.
Paul joined 4DMedical in 2015 and has left his other interests behind to fully dedicate himself to internationalising
4DMedical.
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6.3.

Advisory Board

The 4DMedical Advisory Board was established in 2015 to bring together key opinion leaders with significant clinical and commercialisation
experience, providing valuable strategic advice to maximise the Company’s ability to determine the clinical and commercial value of its products
and to provide guidance for regulatory affairs. As at the Prospectus Date and on Listing, the Advisory Board comprises of Dr. Sam Hupert,
Dr. Raymond Casciari and Professor Bruce Thompson, who are leaders in their respective fields.
Member & Experience

Dr. Sam Hupert
Dr. Sam Hupert joined 4DMedical as an Advisory Board member in late 2019. After graduating from Monash University
Medical School in Melbourne in 1978 he commenced practice as a primary care physician in Melbourne’s Northern
Suburbs. Seeing the potential for computers in medicine at a time when the profession was still paper based, he
co-founded Pro Medicus in 1981, prior to the release of the inaugural IBM PC. Pro Medicus is now an ASX 200 listed
company providing Healthcare Imaging solutions to some of the world’s foremost healthcare providers. As founding
CEO, he led the company from 1981 through to 2007 and then from 2010 to the present. Dr. Hupert has extensive
experience in the North American healthcare market and also brings significant public company experience having
been an Executive Director of Pro Medicus since it listed in 2000.

Dr. Raymond Casciari
Dr. Raymond Casciari joined the 4DMedical team in May 2019, taking over the role of Chair of the Clinical Advisory
Board and bringing with him a compelling history of over 40 years’ experience as a senior executive in Pulmonary
Disease, Internal Medicine and Intensive Care Medicine.
In addition to a successful 30-year private practice, Dr. Casciari’s career at St. Joseph Hospital in Orange, CA, saw
him in multiple disciplines and roles, including Medical Director, Chief of Staff, and Chief Medical Officer.
His tenure with St. Joseph and years of serving as a highly influential medical consultant has also given him a diversified
healthcare background in private, public, clinical, academic and managed care settings within leading hospitals, private
offices, multi-specialty group practices, and multi-state networks.
Dr. Casciari is a Fellow with the American College of Chest Physicians and was awarded the Values in Action Award
in 2003. He was also given the Physician in Excellence Award by the Orange County Medical Association in 2006,
and was named as a “Top Doctor,” by U.S. News & World Report in 2009 and 2011.

Professor Bruce Thompson
Professor Bruce Thompson is Professor and Dean of the School of Health Science at Swinburne University of Technology.
Professor Thompson is also the President of the Thoracic Society of Australia and New Zealand, the only peak body
to represent all professional groups with an interest in improving knowledge and understanding of lung disease across
Australia and New Zealand.
Professor Thompson is internationally recognised as a clinical scientist particularly in the area of respiratory measurement
and lung physiology. He is currently the co-chair of the joint American Thoracic Society/European Respiratory Society
position statement on interpretation of lung function tests. More recently, Professor Thompson has carved out an
international reputation in imaging lung physiology. Professor Thompson is chair of Respiri Limited’s (ASX: RSH)
Australian medical and scientific Advisory board and product portfolio development lead.
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6.4.

Interests and benefits

Sections 6.4 to 6.5 sets out the nature and extent of the interests and fees of certain persons involved in the Offer. Other than as set out below
or elsewhere in this Prospectus, no:
•

Director or proposed Director;

•

person named in this Prospectus and who has performed a function in a professional, advisory or other capacity in connection with the
preparation or distribution of this Prospectus;

•

promoter of 4DMedical; or

•

underwriter to the Offer,

holds at the time of lodgement of this Prospectus with ASIC, or has held in the two years before lodgement of this Prospectus with ASIC,
an interest in:
•

the formation or promotion of 4DMedical;

•

property acquired or proposed to be acquired by 4DMedical in connection with its formation or promotion, or in connection with the Offer; or

•

the Offer,

and no amount (whether in cash, Shares or otherwise) has been paid or agreed to be paid, nor has any benefit been given or agreed to be given to
any such persons for services in connection with the formation or promotion of 4DMedical or the Offer or to any Director or proposed Director
to induce them to become, or qualify as, a Director.

6.4.1. Directors’ interests and remuneration
6.4.1.1. Directors’ interests in Securities
Directors are not required under the Constitution to hold any securities in the Company. The Directors (and their related parties and associates)
are entitled to apply for additional Shares under the Offer.
On the Prospectus Date and on Completion of the Offer, the Directors will hold the following securities in the Company (either directly or through
beneficial interests or entities associated with the Director) as set out in the table below.

Table 18: Directors’ interests in 4DMedical
Relevant Interests on Prospectus Date

Relevant Interests on Completion of Offer6

Shares

% of issued
shares

Options

Rights

Notes

Shares

% of issued
shares

Options

Rights

Notes

Nil

–

Nil

Nil

Nil

Nil

–

Nil

Nil

Nil

64,838,000

43.8%

Nil

Nil

64,838,000

Nil

Nil

Nil

–

Nil

Nil

Nil

Nil

–

Nil

Nil

Nil

Robert Figlin

569,943

0.39%

Nil

Nil

Nil

569,943

0.22%

Nil

Nil

Nil

Lusia Guthrie

65,000

0.04%

Nil

Nil

Nil

65,000

0.02%

Nil

Nil

Nil

1,219,300

0.82%

249,600

Nil

1

1,057,682

0.40%

494,160

Nil

Nil

John Livingston

698,538

0.47%

Nil 1,226,814

Nil

1,925,352

0.73%

Nil

Nil

Nil

Julian Sutton

480,000

0.32%

206,279

Nil

480,800

0.18% 6,205,162

Nil

Nil

45.85% 11,577,455 1,433,093

1

68,936,777

26.04% 12,736,015

Nil

Nil

Director
Bruce Rathie
Andreas Fouras
Lil Bianchi

Heath Lee

Total

67,870,781

5,122,6931

2

6,205,1624

3

24.49% 6,036,6935

5

Notes
1.

These Options were issued under the Legacy Employee Incentive Plan, but will remain in existence upon Listing. The terms of these Options are set out in Section 7.3.2.

2.

These Options were issued under the Legacy Employee Incentive Plan, but will remain in existence upon Listing. The terms of these Options are set out in Section 7.3.2.

3.

As at the Prospectus Date, Heath holds 1 Converting Note via his superannuation fund Desiderata Super Fund Pty Ltd. This Note was issued on 20 December 2019 as a
result of Heath’s participation in the 2019 Converting Note fundraising. A total of 52,422 Shares will be issued to Heath (or his nominee Desiderata Super Fund Pty Ltd)
on the conversion of the Converting Note. The terms of the Converting Note are otherwise set out in Section 7.3.4.

4.

These Options were issued under the Legacy Employee Incentive Plan, but will remain in existence upon Listing. The terms of these Options are set out in Section 7.3.2.

5.

This includes Options issued under the Legacy Employee Incentive Plan, and Options that are to be issued under the LTI Plan, the terms of which are set out in Section 6.4.3.

6.

This table includes any sell down by the Directors via SaleCo and new issues of Shares due to the conversion of Rights and 1 Converting Note, but does not include any
Shares that the Directors may wish to acquire under the Offer.

Securities held by Directors and entities associated with Directors are subject to escrow restrictions outlined in Section 11.6.
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The details in the table above sets out the Shares and Options to be held on Completion of the Offer and assumes that some of the Directors’
interests in Shares will reduce as a result of the sale of Shares via SaleCo in the Offer.
The table above also does not include any Shares that the Directors may apply for under the Offer.

6.4.1.2. Non-Executive Director appointment letters
Each of the Non-Executive Directors has entered into an appointment letter with the Company, confirming the terms of their appointment,
their roles and responsibilities and the Company’s expectations of them as Directors.

6.4.1.3. Non-Executive Director remuneration
Under the Constitution, the Board decides the total amount paid to each Director as remuneration for his or her services as a Director of the
Company. However, under the Constitution (and the ASX Listing Rules), the total amount paid to all Non-Executive Directors for their services
must not exceed in aggregate in any financial year the amount fixed by the Company in general meeting. This amount has been fixed by the
Company at $500,000 per annum.
Annual Non-Executive Directors’ fees (exclusive of superannuation) agreed to be paid by the Company are:
•

$75,000 per annum is payable to the Chair, Bruce Rathie;

•

$50,000 per annum to Robert Figlin, plus a sign-on bonus of $32,000 paid in 2017;

•

$40,000 per annum to Lusia Guthrie;

•

$40,000 per annum to Lil Bianchi;

•

$40,000 per annum to John Livingston; and

•

$40,000 per annum to Julian Sutton.

In addition, Directors are entitled to additional fees in the amount of 10% of their Directors’ fees for chairing meetings of any board committee.
Lil Bianchi is entitled to an additional $4,000 per annum to act as Chair of the Audit and Risk Committee, John Livingston is entitled to an additional
$4,000 per annum to act as Chair of the Remuneration and Nomination Committee, and Lusia Guthrie is entitled to an additional $20,000 per
annum to act as Chair of ALHI, a subsidiary of the Company.
The remuneration of Directors must not include a commission on, or a percentage of profits or operating revenue.

6.4.1.4. Advisory and consultancy fees
The Company has entered into various consultancy or services agreements with some of its Non-Executive Directors.
All of the Non-Executive Director consultancy or services agreements were entered into on an arms-length commercial basis, and the Company
considers the benefits provided to the Directors under these arrangements are reasonable.

6.4.1.4.1. Consultancy Agreement – John Livingston
John Livingston (via his entity John Livingston Pty Ltd) entered into a consultancy agreement with the Company dated 1 July 2019. John agreed
to provide consultancy services in addition to his Director’s duties under the agreement. The services included providing the Company with
representation at international trade shows, assisting the Company with its distributor arrangements and assisting with the capital raising activities
of the Company. John received consultancy fees of $11,041.67 per month for providing the consultancy services. The consultancy agreement
was terminated prior to the Prospectus Date.
Since the commencement of his consultancy agreement and until its termination, John has received consideration in the amount of $290,000
for services provided under the agreement. John sacrificed the consideration payable to him under the agreement to acquire Rights under
the Legacy Employee Incentive Plan. These Rights will be converted into Shares prior to Completion of the Offer (see Section 6.4.4), and which
will be subject to ASX mandatory escrow for a period of 24 months from the date of listing. Further information on escrowed securities are set
out in Section 11.6.

6.4.1.4.2. Introducer Agreement and Services Agreement – Julian Sutton
On 13 September 2019, the Company entered into an agreement with Julian under which he was appointed by the Company to assist and
advise the Company in respect of its fundraising activities in consideration for the payment of certain commissions (Introducer Agreement).
Although the Introducer Agreement was contemplated to continue until the Completion of the Offer, the Company and Julian terminated this
agreement as the Company transitioned to a listed company (with a subsequent services agreement being entered into, see below for details).
Under the Introducer Agreement, Julian was entitled to:
•

a retainer of $15,000 per quarter;

•

commissions of between 2% to 4% of proceeds raised as a result of his introductions, with the commission rate dependent on whether
the fundraising was undertaken by way of equity, debt or a conversion of a Converting Note; and

•

be granted certain Options following the conversion of the Converting Notes.
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From the commencement of the Introducer Agreement until its termination, the Company has paid $245,163 for Julian’s services under
the agreement.
On 29 May 2020, Julian and the Company entered into a services agreement which terminated the Introducer Agreement (including all of the
Company’s obligations to pay commissions under that agreement) effective from 15 May 2020 (Services Agreement). Under the Services Agreement,
Julian agreed to provide pre-IPO advisory services to the Company that includes:
•

advising the Company on the Offer and matters related to the Offer;

•

planning and project management of the Offer and other assistance with implementation of the Offer;

•

various support activities for the CEO throughout the Offer process; and

•

other discrete project based work.

In consideration for his services under the Services Agreement, the Company agreed to pay Julian a monthly fee until termination of the Services
Agreement. The Services Agreement was terminated prior to the Prospectus Date. From the commencement of the Services Agreement until its
termination, the Company has paid $49,500 for Julian’s services under the agreement.
In addition, in accordance with the Introducer Agreement, Julian has been granted 1,028,346 Options with a value of $172,875 under the Legacy
Employee Incentive Plan. Under the Introducer Agreement, these options were intended to be granted following Completion of the Offer, but the
grant was accelerated by the Company in order to facilitate the termination of the Introducer Agreement. In addition to the rules of the Legacy
Employee Incentive Plan, these Options are subject to additional terms and conditions (the details of which are set out in Section 7.3.2.1) and
includes a condition that the Options vest upon the Board unconditionally resolving to implement an initial public offering of its Shares.
All Options held by Julian upon listing, and any Shares issued upon the exercise of those Options, will be subject to mandatory escrow for a period
of 24 months from the date of listing. Further information on escrowed securities are set out in Section 11.6.

6.4.1.5. Other fees and reimbursement
Directors may also be reimbursed for all reasonable travelling and other expenses incurred by the Directors in attending to the Company’s affairs
including attending and returning from Board meetings or any meetings of committees of Directors and in attending and returning from any
general meetings of the Company.
Directors may be paid such additional or special remuneration if they, at the request of the Board, perform any extra services or make special exertions.
There are no retirement benefit schemes for Non-Executive Directors, other than statutory superannuation contributions.

6.4.2. Executive remuneration
Andreas Fouras
Andreas Fouras employed as Chief Executive Officer (CEO) reports to the Board. Andreas is also the Managing Director of the Company.
Andreas has entered into an employment contract with 4Dx, Inc. which governs his employment with the Group.
Andreas is entitled to a remuneration package of US$375,000 and the payment of health benefits (which include health insurance, dental
and vision insurance), as payment for his services to the Group. Andreas is also entitled to participate in the Company’s STI plan (summarised
in Section 6.4.3) and the LTI plan (summarised in Section 11.5). The Board has resolved to grant 914,000 Options to Andreas with effect from
Listing on the terms summarised in Section 6.4.3.
Andreas or 4Dx, Inc. may terminate Andreas’ employment by giving six months’ notice. The Group may elect to make a payment in lieu of notice
or can place Andreas on gardening leave for all or part of that notice period. The Group may terminate Andreas’ appointment without notice
in circumstances warranting summary dismissal.
The employment contract contains express provisions protecting the Group’s confidential information and intellectual property, along with
post-termination non-compete obligations for a period of up to 12 months, subject to the usual legal constraints.

Heath Lee
Heath Lee is employed as Chief Financial Officer (CFO) and reports to the Chief Executive Officer and Board. Heath is also a Director of the Company.
Heath has entered into an employment contract with 4DMedical which governs his employment with the Group.
Heath is entitled to a remuneration package of $190,000 (plus compulsory superannuation contributions), as payment for his services to the
Group. Heath is also entitled to participate in the Company’s STI plan (summarised in Section 6.4.3) and the LTI plan (summarised in Section 11.5).
The Board has resolved to grant 244,560 Options to Heath with effect from Listing on the terms summarised in Section 6.4.3.
In addition to his remuneration as an employee of the Company, Heath is entitled to $40,000 per annum (plus superannuation) in Director fees.
Heath, or the Company, may terminate Heath’s employment by giving four weeks’ notice. The Group may elect to make a payment in lieu of notice
or can place Heath on gardening leave for all or part of that notice period. The Group may terminate Heath’s appointment without notice in
circumstances warranting summary dismissal.
The employment contract contains express provisions protecting the Group’s confidential information and intellectual property, along with post
termination non-compete obligations for a period of up to six months subject to the usual legal constraints.
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6.4.3. Executive incentive arrangements
The Company has established a Long Term Incentive Plan (LTI Plan) with effect from Listing to assist in the motivation, retention and reward
of Senior Executives. The LTI Plan is designed to align the interests of Senior Executives more closely with the interests of Shareholders by providing
an opportunity for eligible Senior Executives to receive an equity interest in the Company through the grant of Options. See Section 11.5 for
further details of the LTI Plan.
Under the LTI Plan, Directors, Senior Executives and other key employees identified by the Board can be offered participation in the form of
Options and/or performance rights. The vesting of those Options and/or performance rights will be subject to the satisfaction of appropriate
service-based conditions and/or performance hurdles determined by the Board, the details of which are set out in Section 11.5.
The Board has resolved to grant 1,914,349 Options to Andreas, Heath and the other Senior Executives, and 749,175 Options to other Executives,
with effect from Listing.
In relation to the grant of 914,000 Options to be made to Andreas with effect from Listing, that grant will be made on the following key terms:
•

each Option will be issued for nil consideration and has a $1.45 exercise price;

•

each Option represents a right to a Share in the Company, subject to vesting condition(s) being met;

•

the only vesting condition is that Andreas must remain employed by 4DMedical (or one of its related entities) on the vesting date
of 31 August 2023 in order for those Options to vest and become exercisable;

•

once vested those Options remain exercisable for a period up to 12 months until 31 August 2024, after which time any unvested
or unexercised Options will then automatically lapse;

•

the exercise of the Options is also subject to Andreas remaining employed by 4DMedical (or one of its related entities) at the time of exercise; and

•

the Options are otherwise subject to the rules of the LTI Plan.

In relation to the grants of Options to be made to Heath, the other Senior Executives and other executives with effect from Listing, those grants
will be made on the following key terms:
•

each Option will be issued for nil consideration and has a $0.73 exercise price;

•

each Option represents a right to a Share in the Company, subject to vesting conditions being met;

•

the only vesting condition is that the holder of the Option must remain employed by 4DMedical (or one of its related entities) for a period
of three years from the grant date in order for those Options to vest and become exercisable;

•

once vested those Options remain exercisable by the holder for a period up to 12 months, after which time any unvested or unexercised
Options will then automatically lapse; and

•

the Options are otherwise subject to the rules of the LTI Plan.

Senior Executives may also be eligible to participate in the Company’s short term incentive plan (STI). Under the STI, a cash bonus can be paid to
a Senior Executive, subject to the achievement of a range of financial and nonfinancial key performance indicators. For FY21, if a Senior Executive
achieves their non-financial key performance indicators, they will be eligible for cash bonuses of between 15% to 25% of their fixed annual
remuneration. Any actual bonuses paid may vary as between individual Senior Executives.

6.4.4. Legacy Employee Incentive Plan and securities issued to Directors and Senior Executives
under the Plan
Prior to the establishment of the LTI plan, awards were granted to some Directors and employees of the Company in the period from
15 January 2017 and 1 March 2020 in accordance with the Company’s former remuneration and incentive arrangements (Legacy Employee
Incentive Plan).
A total of 26,521,040 Options and 8,492,850 Rights were granted under various offers pursuant to the Legacy Employee Incentive Plan. As at
the date of this Prospectus, Directors and Senior Executives hold a number of Options and Rights that were issued under the Legacy Employee
Incentive Plan.
The Options and Rights granted under the Legacy Employee Incentive Plan will be treated in the following manner after the Prospectus Date:
•

the Options held by Directors Andreas Fouras, Heath Lee and Julian Sutton and related party Helen Fouras (see Section 7.3.2.1) and the Options
noted at Sections 7.3.2.3 and 7.3.2.4 will remain in existence after Listing;

•

immediately prior to Listing a total of 10,775,268 Options will be either:
һ

cancelled by 4DMedical for a cash amount based on a calculated value (using the Black-Scholes model to value the relevant Options);

һ

cancelled by 4DMedical in exchange for Shares (at the Offer Price) issued based on a calculated value (using the Black-Scholes model to
value the relevant Options); or

һ

exercised by the Option-holder paying the strike price to 4DMedical in cash, in return for Shares.
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•

immediately prior to Listing, all Rights issued under the Legacy Employee Incentive Plan will be converted into Shares on a 1 for 1 basis;

•

a total of 3,230,913 Shares will be issued upon conversion or exercise of the Options;

•

a total of 8,492,850 Shares will be issued upon conversion of the Rights; and

•

a total of 4,045,844 Shares (that are issued upon conversion or exercise of the Rights and Options) will be sold via SaleCo.

No Director or related party holder of Options will have their Options cancelled or exercised in the above manner, and their Options will remain
upon Listing.
The table below sets out the:
•

details of Options and Rights issued under the Legacy Employee Incentive Plan that are held by Directors and Senior Executives as at the date
of the Prospectus; and

•

their treatment immediately prior to Listing.

Table 19: Details of Options and Rights under the Legacy Employee Incentive Plan for Directors and Senior Executives
Number of securities
Holder

Director
or Executive

Treatment prior to Listing

Date of grant

Options

Rights

Options

Rights

Andreas Fouras

CEO and
Managing
Director

On 15 January 2017
and 1 March 2020

5,122,693

Nil

All Options remain.

Not applicable.

Heath Lee

Executive
Director

15 January 2017

249,600

Nil

All Options remain

Not applicable.

Julian Sutton

Non-Executive From 15 March 2017
Director
to 1 March 2020

6,205,162

206,279

All Options remain.

Rights convert into
206,279 Shares.

John Livingston

Non-Executive On 1 June 2018
Director
and 1 July 2019

Nil

1,226,814

Not applicable.

Rights convert into
1,226,814 Shares.

Charlene Stahr

Executive

410,995

828,224 Options bought back
and cancelled by the Company.

Rights convert into
410,995 Shares of
which 310,643 Shares
are intended to be
sold via SaleCo.

From 15 January 2017 1,169,578
to 1 January 2020

Remaining Options exercised
for 341,354 Shares.
Paul Cooke

Executive

From 15 January 2017 975,007
to 1 March 2020

2,081,080

392,779 Options bought back
and cancelled by the Company.
Remaining Options exercised
for 582,227 Shares.

Robert Aidan
Jamison

Executive

From 15 January 2017 432,526
to 1 January 2020

1,247,423

306,288 Options bought back
and cancelled by the Company.
Remaining Options exercised
for 126,238 Shares.

Rights convert into
2,081,080 Shares
of which 1,127,096
Shares are intended
to be sold via SaleCo.
Rights convert into
1,247,423 Shares of
which 713,661 Shares
are intended to be
sold via SaleCo.

Notes:
Amounts paid by the Company to buy back and cancel Options granted under the Legacy Employee Incentive Plan for cash consideration, as well as Shares issued to cancel
Options granted under the Legacy Employee Incentive Plan are calculated by using the Black-Scholes model to value those Options, based on a share price of $0.73 per Share.
All the Options described in the table above (and which are not being cancelled for cash or Share consideration) are to be exercised by payment of the exercise price.
All Rights on issue under the Legacy Employee Incentive Plan will be converted into Shares on a one for one basis.
Please see Table 9 “Statutory and pro forma historical consolidated statement of financial position” at Section 4.4.1 for details of the pro forma adjustments related to the
treatment of Options and Rights under the Legacy Employee Incentive Plan.
Certain Shares issued upon conversion of Rights to Directors under the Legacy Employee Incentive Plan, and any other Options held by Directors upon Listing, are subject
to ASX mandatory escrow for 24 months from the date of Listing. For more information on escrow, please see Section 11.6.
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6.4.5. Directors’ Protection Deeds
The Company has entered into deeds of access, indemnity and insurance with each Director (Director’s Protection Deed) which confirm and
extend the Director’s statutory and general law rights of access to Board papers and the books and records of the Company and its Subsidiaries.
The Director’s Protection Deeds provide that the Director be allowed access to inspect and be provided with copies of the records which relate
to the period which the Director was acting as a director of the Company.
In accordance with the Constitution, the Company may indemnify any current and former Directors and officers of the Company and its
Subsidiaries against any liability incurred by that person in that capacity, including legal costs. The Director’s Protection Deed requires the
Company to indemnify the Director for liability incurred as an officer of the Company and its Subsidiaries, including reasonably incurred legal
costs, to the maximum extent permitted by law.
The Constitution also allows the Company to enter into and pay premiums on contracts insuring any liability incurred by any current and former
Directors and officers of the Company and its Subsidiaries, which is incurred by them in that capacity, including legal costs.
Accordingly, the Director’s Protection Deed requires the Company to maintain, to the extent permitted by law, an insurance policy which insures
the Directors against directors and officers liability while acting as a Director or officer of the Company and its Subsidiaries.
In addition to the Protection Deeds, ALHI has also separately entered into deeds of access, indemnity and insurance (ALHI Directors’ Protection
Deeds) with the following officers of that entity:
•

Lusia Guthrie (Chair);

•

Paul Cooke; and

•

Charlene Stahr (company secretary of ALHI).

The material terms of the ALHI Directors’ Protection Deeds are generally the same as the provisions of the Directors’ Protection Deed summarised
above. However, the indemnity provided by ALHI under the ALHI Directors’ Protection Deeds does not extend to the officers of ALHI acting
in any capacity other than as an officer of ALHI and ALHI may, but is not required, to maintain directors’ and officers’ insurance.

6.5.

Interests of advisers

The Company has engaged the following professional advisers:
•

E&P Corporate Advisory Pty Ltd and Bell Potter Securities Limited have acted as Joint Underwriters and Joint Lead Managers to the Offer.
The Company has paid, or agreed to pay, the Joint Underwriters the fees described in Section 11.7 for these services;

•

Gadens has acted as Australian legal adviser to the Company in relation to the Offer (excluding in relation to taxation and stamp duty matters).
The Company has paid, or agreed to pay, approximately $500,000 (excluding disbursements and GST) for these services to the Prospectus
Date. Further amounts may be paid to Gadens in accordance with its timed-based charge-out rates;

•

PricewaterhouseCoopers Securities Ltd has acted as the Investigating Accountant and has prepared the Independent Limited Assurance
Report for inclusion at Section 9 of the Prospectus. PricewaterhouseCoopers Securities Ltd has also performed due diligence enquiries in
relation to the Pro Forma Historical Financial Information. The Company has paid, or agreed to pay, approximately $305,000 (excluding GST)
for these services to the Prospectus Date. Further amounts may be paid to PricewaterhouseCoopers Securities Ltd in accordance with their
normal time-based charge-out rates;

•

PricewaterhouseCoopers (the partnership) has acted as Australian taxation advisor to the Company in relation to the Offer and has prepared
the Taxation Report for inclusion at Section 10 of the Prospectus. The Company has paid, or agreed to pay, approximately $90,000 (excluding
GST) for these services to the Prospectus Date;

•

Frost & Sullivan has prepared an industry report cited by the Company at Section 2 of the Prospectus. The Company has paid, or agreed
to pay, approximately $70,982 (plus GST) for this report; and

•

Griffith Hack has prepared the Intellectual Property Report for inclusion at Section 8 of the Prospectus. The Company has paid, or agreed
to pay, approximately $14,230 (plus GST) for this report.

In relation to the Advisory Board, none of its members (as set out in Section 6.3) have performed any professional, advisory or any other services
in connection with the preparation or distribution of the Prospectus, nor are they promotors of the Company.

6.6.

Corporate governance

This Section 6.6 explains how the Board will manage 4DMedical’s business. The Board is responsible for the overall corporate governance
of 4DMedical. Details of 4DMedical’s key policies and practices and the charters for the Board and each of its committees will be available
from the Prospectus Date at www.investors.4dmedical.com/investor-centre/corporate-governance.
The Board monitors the operational and financial position and performance of 4DMedical and oversees its business strategy including approving
the strategic goals of 4DMedical. The Board is committed to maximising performance, generating appropriate levels of Shareholder value and
financial return, and sustaining the growth and success of 4DMedical.
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In conducting business with these objectives, the Board is concerned to ensure that 4DMedical is properly managed to protect and enhance
Shareholder interests, and that 4DMedical, its Directors, officers and employees operate in an appropriate environment of corporate governance.
Accordingly, the Board has created a framework for managing 4DMedical, including adopting relevant internal controls, risk management processes
and corporate governance policies and practices, which it believes are appropriate for 4DMedical’s business and which are designed to promote
the responsible management and conduct of 4DMedical.
The main policies and practices adopted by 4DMedical, which will take effect from Listing, are summarised below. In addition, many governance
elements are contained in the Constitution.

6.6.1. ASX Corporate Governance Council’s Corporate Governance Principles and Recommendations
4DMedical is seeking a listing on the ASX. The ASX Corporate Governance Council has developed and released its ASX Corporate Governance
Principles and Recommendations 4th edition (ASX Recommendations) for entities listed on the ASX in order to promote investor confidence
and to assist companies to meet stakeholder expectations. The ASX Recommendations are not prescriptions, but guidelines. However, under
the ASX Listing Rules, 4DMedical will be required to provide a statement in its annual report or on its website, and also in an Appendix 4G that
it must lodge with ASX at the time it lodges its annual report, disclosing the extent to which it has followed the ASX Recommendations during each
reporting period. Where 4DMedical does not follow an ASX Recommendation, it must identify the recommendation that has not been followed
and give reasons for not following it.

6.6.2. Board of Directors
The following table provides information regarding the composition of the Board and the position and independence of each Director.
Director

Position

Independence

Andreas Fouras

CEO and Managing Director

Executive Director

Heath Lee

CFO

Executive Director

Bruce Rathie

Chair

Non-Executive Director (Independent)

Robert Figlin

Non-Executive Director

Non-Executive Director (Independent)

Julian Sutton

Non-Executive Director

Non-Executive Director (not Independent)

Lusia Guthrie

Non-Executive Director

Non-Executive Director (Independent)

John Livingston

Non-Executive Director

Non-Executive Director (not Independent)

Lil Bianchi

Non-Executive Director

Non-Executive Director (Independent)

Biographies of the Directors are provided in Section 6.1.
Each Director has confirmed to 4DMedical that he or she anticipates being available to perform his or her duties as a Non-Executive or Executive
Director (as the case may be), without constraint from other commitments.
The Board considers an independent Director to be a Non-Executive Director who is not a member of 4DMedical’s management and who is free
of any business or other relationship that could materially interfere with, or could reasonably be perceived to interfere with, the exercise of their
unfettered and independent judgement. The Board will consider the materiality of any given relationship on a case-by-case basis and has adopted
guidelines to assist in this regard. The Board reviews the independence of each Non-Executive Director in light of interests disclosed to the Board
from time to time.
The Board charter sets out guidelines of materiality for the purpose of determining independence of Non-Executive Directors in accordance
with the ASX Recommendations and has adopted a definition of independence that is based on that set out in the ASX Recommendations.
The Board considers quantitative and qualitative principles of materiality for the purpose of determining independence on a case-by-case basis.
The Board will consider whether there are any factors or considerations that may mean that the Non-Executive Director’s interest, business or
relationship could, or could be reasonably perceived to, materially interfere with the Non-Executive Director’s ability to act in the best interests
of 4DMedical.
The Board considers that each of Bruce Rathie, Lusia Guthrie, Robert Figlin and Lil Bianchi are free from any business or any other relationship
that could materially interfere with, or reasonably be perceived to interfere with, the exercise of the Non-Executive Director’s unfettered and
independent judgement and is able to fulfil the role of independent Non-Executive Director for the purpose of the ASX Recommendations.
In addition to Andreas Fouras and Heath Lee who are Executive Directors (and therefore not considered to be independent), Non-Executive
Directors Julian Sutton and John Livingston are currently considered by the Board not to be independent as:
(a) Julian has up until the Prospectus Date, entered into a Services Agreement (which terminated prior to the Prospectus Date) with the Company
as well as having entered into a (also now terminated) Introducer Agreement with the Company. Details of both agreements are set out in
Section 6.4.1.4.2; and
(b) John (via his entity John Livingston Pty Ltd) entered into a Consultancy Agreement with the Company (and which terminated prior to the
Prospectus Date), details of which are set out in Section 6.4.1.4.1.
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Notwithstanding the above, the Board believes that both Julian and John are able to objectively analyse the issues before them in the best interests
of all Shareholders and in accordance with their duties as Directors.
Finally, the only Director that has a substantial holding (voting power of 5% or more) in the Company upon Completion of the Offer will be
CEO and Managing Director Andreas Fouras via his associated entity Velocimetry Consulting Pty Ltd. No Non-Executive Director will hold a
substantial holding in the Company upon Completion of the Offer. Please refer to Section 6.4.1.1 for further information on the security holdings
of the Directors.

6.6.3. Board Charter
The Board has adopted a written Charter to provide a framework for the effective operation of the Board, which sets out the:
•

Board’s composition;

•

role and responsibilities of the Board;

•

role and responsibilities of the Chair and Company Secretary;

•

relationship and interaction between the Board and the CEO and management;

•

procedure for the conduct of Board meetings;

•

ability of Directors to seek independent advice; and

•

process for periodic performance evaluations of the Board, each Director and the Board committees.

The Board’s role includes to:
•

represent and serve the interests of Shareholders by overseeing and assessing the Company’s performance, strategic direction and policies;

•

optimise the Company’s performance to build sustainable value for Shareholders;

•

review the Company’s compliance with the Company’s values and its governance framework; and

•

ensure that Shareholders are kept informed of the Company’s performance.

6.6.4. Board committees
The Board may from time to time establish committees to assist in the discharge of its responsibilities. In accordance with the Board Charter
and ASX Recommendations, the Board has established the following committees:
•

Audit and Risk Committee; and

•

Remuneration and Nomination Committee.

Other committees may be established by the Board as and when required. Membership of Board committees will be based on the needs
of the Company, relevant legislative and other requirements, and the skill and expertise of individual Directors.

6.6.5. Audit and Risk Committee
The Audit and Risk Committee assists the Board in fulfilling its responsibilities for corporate governance and oversight of the Company’s financial
and corporate reporting, risk management and compliance structures and external functions.
The Committee comprises:
•

Lil Bianchi (Chair); and

•

Lusia Guthrie.

The Audit and Risk Committee Charter sets out:
•

the composition of the Committee, including that the Committee should comprise of:
һ

only non-executive Directors;

һ

a majority of independent Directors of the Company;

һ

an independent Chair, who is not Chair of the Board; and

һ

a minimum of 3 members.

•

the Committee’s ability to have access to Company records and employees and the external auditor for the purposes of carrying out
its responsibilities;

•

that the Committee may seek the advice of independent advisors on any matter relating to the responsibilities and duties of the Committee; and

•

the specific responsibilities of the Committee in relation to:
һ

overseeing the Company’s relationship with its external and internal auditors and audit functions generally;

һ

overseeing the preparation of financial statements and reports; and

һ

managing the process of identification of risk and the management of risk strategies.
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6.6.6. Remuneration and Nomination Committee
The role of the Remuneration and Nomination Committee is to make recommendations to the Board on remuneration packages and policies
in respect of Directors and Senior Executives of the Company and to ensure that the remuneration packages and policies adopted by the Board
are consistent with the strategic objectives of the Board.
The Committee comprises:
•

John Livingston (Chair); and

•

Julian Sutton.

The Remuneration & Nomination Charter sets out:
•

the composition of the Committee, including that the Committee should comprise of:
һ

a minimum of 3 members; and

һ

an independent Director of the Company as Chair.

•

the Committee’s ability to have access to Company records and employees and the external auditor for the purposes of carrying out
its responsibilities;

•

that the Committee may seek the advice of independent advisors on any matter relating to the responsibilities and duties of the Committee; and

•

the specific responsibilities of the Committee in relation to:
һ

assisting the Board with developing a skills matrix for the Board and identifying the mix of skills and diversity required for Board membership;

һ

developing criteria for Board membership and identifying specific individuals for nomination;

һ

making recommendations in relation to the composition of Board committees;

һ

undertaking periodic reviews of the Company’s corporate governance policies and making recommendations to the Board in relation
to the development of those policies;

һ

assessing and reviewing the effectiveness of the Diversity Policy;

һ

reviewing and making recommendations to the Board on the Company’s remuneration framework, remuneration packages and policies
which apply to Senior Executives and Directors;

һ

reviewing and making recommendations to the Board on the equity based remuneration plans available to the executive team and employees;

һ

ensuring that the Company’s remuneration packages and policies attract, retain and motivate high calibre executives and employees; and

һ

establishing review processes for the performance of Directors, Board committees and the Board as a whole and the implementation
of those processes.

6.6.7. Corporate governance policies
6.6.7.1. Continuous Disclosure Policy
As an entity listed on the ASX, the Company will be subject to the continuous disclosure requirements set out in the ASX Listing Rules and the
Corporations Act.
Subject to certain exceptions contained in the ASX Listing Rules, the Company will be required to disclose to the ASX information relating to
the Company which is not generally available and which a reasonable person would expect to have a material effect on the price or value of the
Company’s securities.
The purpose of the Continuous Disclosure Policy adopted by the Company is to promote awareness of the Company’s continuous disclosure
requirements and to establish policies and procedures to assist the Directors and management with ensuring compliance with those requirements
in relation to the timely disclosure of material price-sensitive information.
The policy:
•

provides reporting protocols and processes for determining whether information should be disclosed to the market; and

•

designates responsibility for managing and monitoring the Company’s compliance with its continuous disclosure obligations.

All relevant information provided to ASX will be posted on the Company’s website after ASX confirms the appropriate announcement has been made.
The policy also incorporates a shareholder communication policy which is aimed at providing and promoting an effective framework for the Company
for communication with Shareholders to ensure that the Shareholders have sufficient information to assess the performance of the Company
and are informed of all major developments affecting the Company.
The policy sets out:
•

the manner in which Company announcements are to be made (including that they must be made in a timely manner, easily accessible
and readable);

•

the regular communications to be received by Shareholders from the Company;

4DMedical Limited | Prospectus

79

6

Key People, Interests and Benefits

•

the manner in which the Company’s website is to be used to communicate with Shareholders; and

•

the manner meetings of Shareholders are to be conducted.

In addition, the Company is required by law to communicate to Shareholders through the lodgement of all relevant financial and other information
with ASX and, in some instances, mailing information to Shareholders.

6.6.7.2. Securities Trading Policy
The Company has adopted a Securities Trading Policy to:
•

ensure that all Directors, employees and contractors of the Company (and their associates) are aware of the Australian insider trading laws
as they apply to trading in securities of the Company; and

•

protect the reputation of the Company and its Directors and employees by seeking to avoid the possibility that misconceptions, misunderstandings
or suspicions might arise as a result of trading by Directors and others who may be, or may be perceived to be, in possession of inside information.

The policy seeks to achieve its objectives by setting certain parameters and restrictions on the trading of securities by Directors, Senior Executives
and other specified employees (Restricted Persons).
The policy provides an explanation of insider trading and what trading is prohibited by the Corporations Act. In addition, the policy also provides
additional procedures that must be followed by Restricted Persons in relation to trading in the Company’s securities. These procedures include:
•

prohibitions on trading during blackout periods, being the periods between the end of the full or half financial year and until 10:00am
on the trading date after the release of the Company’s results for that period or any other period the Board may specify;

•

requirements for prior clearance for trading outside the blackout periods as well as reporting after the trading has occurred;

•

prohibitions on entering into a margin loan or other security arrangement in respect of 4DMedical’s securities, unless they obtain
the prior written approval of the Chair (or their delegate);

•

prohibitions on short selling of 4DMedical’s securities; and

•

prohibitions on entering into hedging arrangements.

The policy also provides that Restricted Persons must ensure that any trading by their close family members or closely connected entities also
complies with the restrictions and procedures in the policy.

6.6.7.3. Code of Conduct
The Company has approved the adoption of a formal Code of Conduct which outlines the manner in which the Company expects its Directors
and employees to behave and conduct business in the workplace. The Code of Conduct applies to Directors and all employees of the Company.
The objectives of the Code of Conduct are to:
•

provide a benchmark for ethical and professional behaviour;

•

promote healthy, respectful and positive working environments for all employees and Directors;

•

ensure that there is compliance with laws, regulations, policies and procedures relevant to the Company;

•

ensure there are appropriate mechanisms and procedures in place for employees and Directors to report breaches of the Code of Conduct; and

•

ensure that employees and Directors are aware of the consequences for breaching the Code of Conduct.

The Code of Conduct is available on the Company’s website.

6.6.7.4. Statement of Values
In order to reinforce the Company’s values of acting lawfully, ethically and responsibly, it has adopted a Statement of Values. It seeks to ensure
that its Directors, Senior Executives and employees reinforce and comply with these values. The Company values and behaviours are:
•

Care – Caring is at the heart of everything we do. We are motivated by compassion. We believe in the humanity of our mission, and we are
mindful of its importance. Caring is how we came to be. It is the value that underpins all others.

•

Better Healthcare – We work to provide better information to patients and doctors, to empower better decisions, and to bring about better
health outcomes for the millions of people around the world suffering from lung disease.

•

Innovation – We drive innovation through unique technologies which deliver unprecedented insight into lung function. We strive to lead the
way in improving global health through continuous improvement not only through our products, but in everything we do.

•

Impact – Impact is the driving force behind every innovation we create. We push boundaries to develop clinically useful technologies
that offer the greatest, positive impact. We measure our impact through the number of lives we touch, and the depth of the benefit that
we deliver to them.

•

Excellence – As knowledge seekers we strive for excellence and continuous improvement in every aspect. From the creativity and quality
of our solutions, to the way we uphold the ethics of our industry.

•

Patient focus – We are developers of technology, but helping people is our focus. By focussing on the people we interact with we can
generate the highest quality outcome. For us, patients come first, which means providing patients and their doctors with the richest possible
information, at the lowest risk to patient safety.
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6.6.7.5. Whistleblowers Protection Policy
The Company has adopted a Whistleblowers Protection Policy. The purpose of the Whistleblowers Protection Policy is to ensure that the Company
maintains the highest standards of conduct and ethical behaviour and to promote a supportive, honest and ethical culture.
The policy ensures that all disclosures made under the policy can be made anonymously and treated confidentiality. Where an individual makes a
disclosure in accordance with the terms of the policy the Company will act to protect them from any victimisation, adverse reaction or intimidation
and ensures that the person’s employment or engagement with the Company will not be disadvantaged as a result of the disclosure.
The policy sets out the manner in which the Company will investigate disclosures made under the policy and requires the Company to
conduct investigations:
•

in a timely and efficient manner;

•

thoroughly and in an impartial manner; and

•

confidentially to protect the identity of the whistleblower (unless the whistleblower otherwise consents to the disclosure of their identity).

The policy also specifies the role and responsibility of Whistleblower Protection Officers who are responsible for the administration of the policy.

6.6.7.6. Diversity Policy
The Company recognises the importance of diversity and inclusion in the business. In this regard, the Company has adopted the Diversity Policy
in order to ensure that the Company’s commitment to diversity and inclusion is clearly documented.
The policy recognises that diversity not only includes gender diversity, but also includes other matters such as, age, ethnicity, religious, cultural
background and sexual orientation. The policy includes a commitment to diversifying recruitment and merit-based appointments, as well as
recognition that the Company will not tolerate workplace discrimination, harassment, vilification or victimisation.
The policy also includes requirements for the Board to set measurable objectives for achieving gender diversity and to assess the Company’s
annual achievement of those objectives. These objectives and the progress in achieving them will be disclosed in the Company’s annual corporate
governance statement, along with the respective proportions of men and women on the Board and in Senior Executive positions throughout
the Company.

6.6.7.7. Occupational Health & Safety Policy
The Company is committed to providing and maintaining a safe working environment which minimises risks to health for all of the Company’s
Directors, employees, contractors, consultants, clients or visitors.
The Company has adopted the Occupational Health & Safety Policy, the objective of the policy is to ensure:
•

the Company is able to provide and maintain, so far as is reasonably practicable, a safe working environment without risks to health
for all of the Company’s Directors, employees, contractors, consultants, clients or visitors;

•

that the Company’s Directors, employees, contractors and consultants are aware of their various duties and responsibilities to ensure
a safe working environment;

•

there are appropriate mechanisms and procedures for the notification of incident which have, or may have, caused harm to the health
and safety of any of the Company’s Directors, employees, contractors, consultants, clients or visitors;

•

the appropriate management of health and safety incidents which may occur in the work environment; and

•

ensure employees of the Company are aware of the consequences for breaches of the Occupational Health & Safety Policy.
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7

Details of the Offer

7.1.

Introduction

7.1.1. The Offer
This Prospectus relates to an initial public offering of 68.49 million Shares for issue by the Company, and 7.94 million Shares for sale by SaleCo
at an Offer Price of $0.73 per Share, to raise $55.79 million.
The 76.43 million Shares offered under this Prospectus will represent approximately 28.9% of the Shares on issue on Completion of the Offer.
The Offer is made on the terms, and is subject to the conditions, set out in this Prospectus.

7.1.2. Structure of the Offer
The Offer comprises:
•

the Broker Firm Offer, which is only to persons and who have received a firm allocation from their Broker and who have a registered address
in Australia;

•

the Institutional Offer, which consists of an invitation to bid for Shares made to Institutional Investors in Australia and certain other eligible
jurisdictions;

•

the Priority Offer, which is open to selected investors in Australia who have received a priority invitation; and

•

the Cleansing Offer, which is an Offer of 1 New Share at the Offer Price for the purpose of section 708A(11) of the Corporations Act to
remove any trading restrictions on the sale of Shares issued by the Company without disclosure under Chapter 6D of the Corporations Act
prior to the Cleansing Offer Closing Date (e.g. New Shares issued on conversion of the Converting Notes, and Rights and Options under
the Legacy Employee Incentive Plan).

No general public offer of Shares will be made under the Offer. The allocation of Shares between the Broker Firm Offer, the Institutional Offer
and the Priority Offer will be determined by the Joint Lead Managers, SaleCo and the Company, having regard to the allocation policy outlined
in Section 7.4.5 and 7.5.2.
The allocation of Shares among Applicants in the Priority Offer will be determined at the absolute discretion of the Company.
The Offer is fully underwritten by the Joint Lead Managers. A summary of the Underwriting Agreement, including the events which would entitle
the Joint Lead Managers to terminate the Underwriting Agreement, is set out in Section 11.7.

7.1.3. Purpose of the Offer
The Offer is being conducted to:
•

raise funds to strengthen 4DMedical’s balance sheet and provide working capital to meet the proposed expenses as set out in Table 20
in Section 7.1.4;

•

provide 4DMedical with additional financial flexibility through improved access to capital markets;

•

provide a liquid market for Shares and an opportunity for others to invest in the Company;

•

fund further product development and enhancements;

•

provide payment to Selling Shareholders and Selling Holders who wish to sell Shares into the Offer via SaleCo; and

•

provide 4DMedical with the benefits of an increased profile that comes from being a listed entity.

7.1.4. Sources and uses of funds
The table below sets out the proposed use of funds from cash proceeds under the Offer (expected to be $55.79 million). The aggregate estimated
use of funds does not take into account the Company’s ability to avail of existing cash reserves to support its business objectives and operations.
The use of funds remains subject to any intervening events and new circumstances which have the potential to affect the manner in which the
funds are ultimately applied. The Board retains the right to vary the use of funds, acting in the best interest of the Company and Shareholders
and as circumstances require.
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Table 20: Use of Funds
Amounts
($’000)

Source

Offer proceeds from the issue
of New Shares by the Company

50,000

%

89.6%

Amounts
($’000)

%

Marketing through clinical trials
and trade shows

15,230

30.5%

Operating expenditure
(inc. governance & working capital)

13,035

26.1%

Product R&D and platform
development

12,810

25.6%

US sales and distribution
(inc. clinical liaison &
reimbursement)

3,075

6.1%

Intellectual property
and trademarks

1,450

2.9%

Costs of the Offer

4,400

8.8%

50,000

100%

Use of funds

Total from proceeds of issue
of New Shares
Offer proceeds received by
SaleCo from the sale of existing
Shares by Selling Shareholders
and Selling Holders
TOTAL

7.2.

5,793

10.4%

55,793

100.0%

Payment to Selling Shareholders
and Selling Holders
TOTAL

5,793

55,793

Terms and conditions of the Offer

Table 21: Terms and conditions of the Offer
Topic

Summary

What is the
type of security
being offered?

Shares (being fully paid ordinary shares in the Company).

What are the
rights and liabilities
attached to
the Shares?

A description of the Shares, including the rights and liabilities attaching to them, is set out in Section 7.13.

What is the
consideration
payable for
each Share?

The Offer Price is $0.73 per Share.

What is the
Offer Period?

The key dates, including details of the Offer Period, are set out in the Key Dates section on page 04 of this Prospectus.
No Shares will be issued on the basis of this Prospectus later than the Expiry Date.
The key dates are indicative only and may change. Unless otherwise indicated, all times are stated in Melbourne
time (AEST).

What are the cash
proceeds to be raised
under the Offer?
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Approximately $55.79 million will be raised, comprising $50.0 million from the issue of New Shares by 4DMedical for
its own benefit and $5.79 million from the sale of Shares by SaleCo on behalf of the Selling Shareholders and Selling
Holders who will sell their Shares.

Topic

Summary

How is the
Offer structured?

The Offer comprises:
• the Broker Firm Offer, which is only to persons who have received a firm allocation from their Broker and who
have a registered address in Australia;
• the Institutional Offer, which consists of an invitation to bid for Shares made to Institutional Investors in Australia
and certain other eligible jurisdictions;
• the Priority Offer, which is open to selected investors in Australia who have received a priority invitation; and
• the Cleansing Offer, which is an Offer of 1 New Share at the Offer Price for the purpose of section 708A(11)
of the Corporations Act to remove any trading restrictions on the sale of Shares issued by the Company without
disclosure under Chapter 6D of the Corporations Act prior to the Cleansing Offer Closing Date (e.g. New Shares
issued on conversion of the Converting Notes, and Rights and Options under the Legacy Employee Incentive Plan).
No general public Offer of Shares will be made under the Offer. Members of the public wishing to apply for Shares
under the Offer must do so through a Broker.

What is the minimum
and maximum
Application size
under the Offer?

The minimum Application size under the Offer is $2,000 worth of Shares (equivalent to 2,740 Shares at the Offer
Price). There is no maximum value of Shares which Applicants may apply for under the Offer, but Applications will
be considered in accordance with the allocation policy under the Offer.

What is the
allocation policy?

The allocation of Shares between the Broker Firm Offer, the Institutional Offer and the Priority Offer will be determined
by the Joint Lead Managers, the Company and SaleCo. The Joint Lead Managers, in consultation with the Company
and SaleCo, have absolute discretion regarding the basis of allocation of Shares among Institutional Investors.
For Broker Firm Offer participants, Brokers will decide as to how they allocate Shares to their retail clients.
The allocation of Shares among Applicants in the Priority Offer will be determined at the absolute discretion
of the Company.

Will the Shares
be quoted?

The Company will apply for admission to the Official List of the ASX and quotation of Shares on the ASX under the
code “4DX”.
Completion of the Offer is conditional on the ASX approving this application. If approval is not given within three months
after such application is made (or any longer period permitted by law), the Offer will be withdrawn and all Application
Monies received will be refunded without interest as soon as practicable in accordance with the requirements of the
Corporations Act.
The Company will be required to comply with the Listing Rules, subject to any waivers obtained by the Company from
time to time.
ASX takes no responsibility for the contents of this Prospectus or the investment to which it relates. The fact that
ASX may admit the Company to the Official List is not to be taken as an indication of the merits of the Company or
the Shares offered under this Prospectus.

When are the
Shares expected to
commence trading?

It is expected that trading of the Shares on ASX will commence on or about Friday 14 August 2020, on a normal
settlement basis.
It is expected that initial holding statements will be dispatched by standard post on or about Monday 17 August 2020.
It is the responsibility of each Applicant to confirm their holding before trading in Shares. Applicants who sell
Shares before they receive an initial statement of holding do so at their own risk.
The Company, SaleCo, the Share Registry and the Joint Lead Managers disclaim all liability, whether in negligence
or otherwise, to persons who sell Shares before receiving their initial holding statement, whether on the basis of
a confirmation of allocation provided by any of them, by the 4DMedical IPO Offer Information Line, by a Broker
or otherwise.

Is the Offer
conditional?

Yes. The contracts formed on acceptance of application and confirmation of allocations of Shares will be conditional on:
• the ASX agreeing to admit the Company to the Official List and quote the Shares; and
• Completion in respect of the allotment of Shares in accordance with the Underwriting Agreement.
Trades in Shares occurring on the ASX before their issue occurring will be conditional on the above matters occurring
and the issue of Shares to successful Applications under the Offer.
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Topic

Summary

Is the Offer
underwritten?

Yes, the Offer is fully underwritten by the Joint Lead Managers. Details are provided in Sections 7.8 and 11.7.

Are there any escrow
arrangements?

Yes. Details are provided in Section 11.6.

Has any ASIC relief
or ASX waiver been
sought or obtained?

Yes. Details are provided in Sections 11.14 and 11.15.

How can I apply?

Broker Firm Applicants, who have received an invitation to participate in the Offer from a Broker, may apply for
Shares by completing a valid Application Form attached to or accompanying this Prospectus and submitting that
form in accordance with the instructions received from their Broker.
The Priority Offer is open to selected investors in Australia who have received a Priority Invitation to participate. If you
are a Priority Offer Applicant, you should have received a personalised invitation to apply for Shares in the Priority Offer.
Application for the Share under the Cleansing Offer must be made using the Cleansing Offer Application Form.
You should not complete a Cleansing Offer Application Form unless specifically directed to do so by the Company.
To the extent permitted by law, an Application by an Applicant under the Offer is irrevocable.

Is there
any brokerage,
commission or
stamp duty payable
by Applicants?

No brokerage, commission or stamp duty is payable by Applicants on acquisition of Shares under the Offer.

What are the
tax implications
of investing
in the Shares?

Given that the taxation consequences of an investment will depend upon the investor’s particular circumstances,
it is the obligation of each investor to make their own enquiries concerning the taxation consequences of an investment
in 4DMedical.
If you are in doubt as to the course you should follow, you should consult your stockbroker, solicitor, accountant,
tax adviser or other independent and qualified professional adviser.
An overview of the tax treatment for Australian resident investors is included in Section 10.

When will I receive
confirmation that
my Application has
been successful?

It is expected that initial holding statements will be despatched by standard post on or about Monday 17 August 2020.

Can the Offer
be withdrawn?

The Company reserves the right not to proceed with the Offer at any time before the issue of Shares
to successful Applicants.
If the Offer does not proceed, Application Monies will be refunded.
No interest will be paid on any Application Monies refunded as a result of the withdrawal of the Offer.

Where can I find
more information
about this Prospectus
or the Offer?
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If you have any questions about this Prospectus or how to apply for Shares, please call the 4DMedical IPO Offer
Information Line on 1800 129 431 from 8:30am to 5:30pm (AEST), Monday to Friday (excluding public holidays).
If you are unclear or uncertain as to whether 4DMedical is a suitable investment for you, you should seek professional
guidance from your lawyer, stockbroker, accountant or other independent and qualified professional adviser before
deciding whether to invest in Shares.

7.3.

Capital structure

7.3.1. Shares
As at the Prospectus Date, the Company has 148,034,292 Shares on issue. After the Prospectus Date, but prior to Completion of the Offer,
the following Shares will be issued:
(a) 8,492,850 Shares issued upon conversion of Rights granted under the Legacy Employee Incentive Plan (see Section 6.4.4);
(b) 3,230,913 Shares issued upon conversion or exercise of Options granted under the Legacy Employee Incentive Plan (see Section 6.4.4); and
(c) 36,511,199 Shares issued upon conversion of the Converting Notes (see Section 7.3.4).
The ownership structure of issued Shares immediately prior to the Completion of the Offer and following Completion of the Offer is
summarised below:

Shares held
prior to the
Completion of
the Offer1

Shares held
prior to the
Completion of
the Offer (%)

Shares to
be sold by
the Selling
Shareholders
and Selling
Holders
pursuant to
the Offer

Velocimetry Consulting Pty Ltd2

64,838,000

33.04%

Other Founders/Directors/
Senior Executives/related parties
(and their associates)

24,220,613

Holders of Converting Notes3
Other Shareholders4

Shareholders

New Shareholders

5,6

Total

Shares
acquired under
the Offer6

Shares held at
Completion of
the Offer6

Shares held at
Completion of
the Offer (%)7

Nil

64,838,000

24.49%

12.34%

2,905,645

21,314,968

8.05%

36,458,777

18.58%

136,986

36,321,791

13.72%

70,751,864

36.05%

4,893,918

65,857,946

24.87%

Nil

Nil

Nil

76,429,701

76,429,701

28.87%

196,269,254

100%

7,936,549

76,429,701

264,762,406

100%

Notes:
1.

This includes 11,723,763 Shares to be issued to the holders of Options and Rights under the Legacy Employee Incentive Plan, and 36,511,199 Shares to be issued upon
the conversion of the Converting Notes, prior to Completion of the Offer. See Section 6.4.4 for details of the Legacy Employee Incentive Plan. See Section 7.3.4 for details
of the Converting Notes.

2.

Andreas Fouras is deemed to have a Relevant Interest in Shares held by Velocimetry Consulting Pty Ltd (by virtue of having a voting power of more than 20% in that entity).

3.

This does not include any Shares held by holders of Converting Notes prior to Completion of the Offer, and does not include Shares issued to the entity associated with
Director Heath Lee from the conversion of the 1 Note held by that entity (which is included in the row above). This also does not include any Shares acquired under the
Offer by holders of Converting Notes.

4.

This includes Existing Shareholders, and holders of Options and Rights under the Legacy Employee Incentive Plan who will be issued Shares upon cancellation, exercise
or conversion of their Options and Rights (see Section 6.4.4).

5.

This includes 1 Share to be issued under the Cleansing Offer.

6.

This table does not include any Shares that Existing Shareholders (or any other person that becomes a Shareholder prior to Completion of the Offer) may wish to acquire
under the Offer.

7.

Upon Completion of the Offer, 50.33% of the Shares will be subject to ASX mandatory or voluntary escrow arrangements. See Section 11.6 for further details.
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7.3.2. Options
As at the date of this Prospectus, the Company has on issue 28,777,814 Options, comprising:
•

26,521,039 Options granted under various offers pursuant to the Legacy Employee Incentive Plan; and

•

2,256,775 Options granted as an incentive for third parties to invest in the Company.

As outlined in Section 6.4.4, 10,775,268 Options granted under the Legacy Employee Incentive Plan will not be in existence upon Completion
of the Offer.
As outlined in Section 6.4.3, the Company will grant a total of 2,663,523 Options to Directors, Senior Executives and other executives of the Group
under the LTI plan.
Upon Completion of the Offer, there will be a total of 20,666,069 Options on issue, consisting of:
•

2,663,523 Options under the LTI plan;

•

2,256,775 Options granted in the circumstances set out in Section 7.3.2.2; and

•

15,745,771 Options granted under the Legacy Employee Incentive Plan that are not being cancelled or converted prior to Completion of the
Offer (as set out in Sections 7.3.2.1, 7.3.2.3 and 7.3.2.4).

This Section summarises the key terms of those Options (in addition to the Options granted under the LTI plan which is set out in Section 6.4.3)
that will be in existence upon Completion (unless exercised prior by the Optionholder).

7.3.2.1. Options issued to related parties as performance incentives under the Legacy Employee Incentive Plan
On 1 March 2020 the Company granted 1,938,495 Options to Director Julian Sutton as incentives under the Legacy Employee Incentive Plan.
The key terms of these Options are set out in the table below:
Grantee

Julian Sutton, who is a Director.

Nature of grant

Options granted under the Legacy Employee Incentive Plan as a performance incentive.

Grant date

1 March 2020

Number of Options

• Tranche 1: 910,150 Options
• Tranche 2: 1,028,345 Options

Exercise price

Each Option is exercisable into 1 Share.
The exercise prices of the Options are:
• Tranche 1: $0.40 per Option
• Tranche 2: $0.49 per Option

Vesting

The Options have no vesting conditions, subject to the restrictions set out below.

Exercise of
Options and expiry

The Options may be exercised from the date the Options vest until 28 February 2025. After that time, any unexercised
Options will lapse.
The Options will be exercisable from Completion of the Offer until their expiry.

Dividends and
voting rights

Options do not carry dividend or voting rights prior to vesting and exercise. Shares allocated on the exercise of the
Options carry the same dividend and voting rights as other Shares.

Cessation
of services

Although the Options do not have vesting conditions, if Mr Sutton ceases to provide services to the Company before
he has exercised those Options, the treatment of those Options will depend on the circumstances of the cessation.
If Mr Sutton leaves the Company in circumstances other than as a “bad leaver” (i.e. his engagement is terminated
for cause or due to the Board determining that he has failed to comply with his obligations to the Company or the
Group), then all Options will be retained and may be exercised. Alternatively, if the cessation is due to a “bad leaver”
circumstance, then all Options will automatically lapse (subject to the Board’s discretion to determine otherwise).
The Board may also, in its discretion and depending on the circumstances, cancel or procure the acquisition of
the Options for cash consideration equal to the fair market value at the time of termination.
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Transfer restrictions

The Options are not transferrable.
Under the Legacy Employee Incentive Plan, Shares issued on exercise of the Options are subject to a 3 year trading
restriction which commenced on the grant of the Options.
These Options are also subject to ASX mandatory escrow for a period of 24 months from Listing.

Other key terms

The Board may make a determination under the Legacy Employee Incentive Plan rules that the Options cannot
be exercised.
Instead, the Board may determine to procure that some or all of the Options are acquired or cancelled for cash
consideration equal to the fair market value of the Options.

On 15 January 2017 the Company granted 3,280,018 Options to Director Andreas Fouras, and 249,600 Options to Director Heath Lee as
incentives under the Legacy Employee Incentive Plan. The key terms of these Options are set out in the table below:
Grantees

Andreas Fouras and Heath Lee who are Directors.

Nature of grant

Options granted under the Legacy Employee Incentive Plan as a performance incentive.

Grant date

15 January 2017

Number of Options

• Tranche 1: 2,624,014 Options to Andreas Fouras and 153,600 Options to Heath Lee
• Tranche 2: 656,004 Options to Andreas Fouras and 96,000 Options to Heath Lee

Exercise price

Each Option is exercisable into 1 Share.
The exercise prices of the Options are:
• Tranche 1: $0.46875 per Option
• Tranche 2: $0.625 per Option

Vesting

The Options have time based vesting conditions and all Options have now vested.

Exercise of
Options and expiry

Mr Lee’s Options expire on 15 January 2026. Dr Fouras’s Options expire on 15 January 2027. After that time,
any unexercised Options will lapse.
The Options will be exercisable from Completion of the Offer until their expiry.

Dividends and
voting rights

Options do not carry dividend or voting rights prior to vesting and exercise. Shares allocated on the exercise of the
Options carry the same dividend and voting rights as other Shares.

Cessation of
employment

If the Optionholder ceases employment before he has exercised those Options, the treatment of those Options will
depend on the circumstances of the cessation. If the Optionholder leaves the Company in circumstances other than
as a "bad leaver" (ie his engagement is terminated for cause or due to the Board determining that he has failed to
comply with his obligations to the Company or the Group), then all Options will be retained and may be exercised.
Alternatively, if the cessation is due to a "bad leaver" circumstance, then all Options will automatically lapse
(subject to the Board's discretion to determine otherwise). The Board may also, in its discretion and depending
on the circumstances, cancel or procure the acquisition of the Options for cash consideration equal to the fair
market value at the time of termination.

Transfer restrictions

The Options are not transferrable.
These Options are also subject to ASX mandatory escrow for a period of 24 months from Listing.

Other key terms

The Board may make a determination under the Legacy Employee Incentive Plan rules that the Options cannot be exercised.
Instead, the Board may determine to procure that some or all of the Options are acquired or cancelled for cash
consideration equal to the fair market value of the Options.
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On 1 March 2020 the Company granted 1,842,675 Options to Director Andreas Fouras as incentives under the Legacy Employee Incentive Plan.
The key terms of these Options are set out in the table below:
Grantee

Andreas Fouras, who is a Director.

Nature of grant

Options granted under the Legacy Employee Incentive Plan as a performance incentive.

Grant date

1 March 2020

Number of Options

1,842,675

Exercise price

Each Option is exercisable into 1 Share.
The exercise price of the Options is $0.40 per Option.

Vesting

The Options have no vesting conditions, subject to the restrictions set out below.

Exercise of
Options and expiry

The Options expire on 1 March 2025. After that time, any unexercised Options will lapse.

Dividends and
voting rights

Options do not carry dividend or voting rights prior to vesting and exercise. Shares allocated on the exercise of the
Options carry the same dividend and voting rights as other Shares.

Cessation of
employment

If Dr Fouras ceases to be employed before he has exercised those Options, the treatment of those Options will depend
on the circumstances of the cessation. If Dr Fouras leaves the Company in circumstances other than as a “bad leaver”
(ie his engagement is terminated for cause or due to the Board determining that he has failed to comply with his
obligations to the Company or the Group), then all Options will be retained and may be exercised. Alternatively, if the
cessation is due to a “bad leaver” circumstance, then all Options will automatically lapse (subject to the Board’s discretion
to determine otherwise). The Board may also, in its discretion and depending on the circumstances, cancel or procure
the acquisition of the Options for cash consideration equal to the fair market value at the time of termination.

Transfer restrictions

The Options are not transferrable.

The Options will be exercisable from Completion of the Offer until their expiry.

These Options are subject to ASX mandatory escrow for a period of 24 months from Listing.
Other key terms

The Board may make a determination under the Legacy Employee Incentive Plan rules that the Options cannot
be exercised.
Instead, the Board may determine to procure that some or all of the Options are acquired or cancelled for cash
consideration equal to the fair market value of the Options.
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On 1 October 2017 and 1 July 2018, the Company granted 34,983 Options to Helen Fouras (spouse of Director Andreas Fouras and who is
employed by the US operating subsidiary of the Company) as incentives under the Legacy Employee Incentive Plan. The key terms of these
Options are set out in the table below:
Grantee

Helen Fouras

Nature of grant

Options granted under the Legacy Employee Incentive Plan as a performance incentive.

Grant dates

1 October 2017 and 1 July 2018

Number of Options

Tranche 1: 22,157 Options granted on 1 October 2017
Tranche 2: 12,826 Options granted on 1 July 2018

Exercise price

Each Option is exercisable into 1 Share.
The exercise price of the both tranches of Options is $0.555 per Option.

Vesting

The Options have time based vesting conditions and all Options have now vested.

Exercise of
Options and expiry

The Tranche 1 Options expire on 30 June 2027, and the Tranche 2 Options expire on 1 July 2028. After that time, any
unexercised Options will lapse.
The Options will be exercisable from Completion of the Offer until their expiry.

Dividends and
voting rights

Options do not carry dividend or voting rights prior to vesting and exercise. Shares allocated on the exercise of the
Options carry the same dividend and voting rights as other Shares.

Cessation of
employment

If Ms Fouras ceases to be employed before she has exercised those Options, the treatment of those Options will
depend on the circumstances of the cessation. If Ms Fouras leaves the Company in circumstances other than as
a “bad leaver” (ie her engagement is terminated for cause or due to the Board determining that she has failed to
comply with her obligations to the Company or the Group), then all Options will be retained and may be exercised.
Alternatively, if the cessation is due to a “bad leaver” circumstance, then all Options will automatically lapse
(subject to the Board’s discretion to determine otherwise). The Board may also, in its discretion and depending
on the circumstances, cancel or procure the acquisition of the Options for cash consideration equal to the fair
market value at the time of termination.

Transfer restrictions

The Options are not transferrable.
These Options are subject to ASX mandatory escrow for a period of 24 months from Listing.

Other key terms

The Board may make a determination under the Legacy Employee Incentive Plan rules that the Options cannot
be exercised.
Instead, the Board may determine to procure that some or all of the Options are acquired or cancelled for cash
consideration equal to the fair market value of the Options.
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7.3.2.2. Options issued to participants in capital raising
On 25 October 2019, the Company granted 2,256,775 Options to various parties who are not related to the Company in return for participating
in the Company’s “Series C” capital raise. The key terms of these Options are set out in the table below:
Grantee

Unrelated parties

Nature of grant

Bonus options granted to investors who participated in the Company’s “Series C” capital raising.

Grant date

25 October 2019

Number of Options

2,256,775 Options

Exercise price

Each Option is exercisable into 1 Share at an exercise price of $0.71 per Option.

Vesting

The Options have no vesting condition and therefore are exercisable at any time.

Exercise of
Options and expiry

The Options may be exercised from the grant date until the earlier of 25 October 2022 and 21 days after the
Company provides notice that it has resolved unconditionally to engage in and complete either the sale of the whole
or substantially all of the business of the Group from time to time, or the sale of at least 50% of the Share capital
of the Company.
After that time, any unexercised Options will lapse.

Dividends and
voting rights

Options do not carry dividend or voting rights prior to vesting and exercise. Shares allocated on exercise of Options
carry the same dividend and voting rights as other Shares.

Transfer restrictions

The Options are not transferrable.
These Options are subject to ASX mandatory escrow until 25 October 2020.
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7.3.2.3. Options issued for services to the Company
On 15 March 2017, the Company granted 6,400,000 Options to certain persons under the Legacy Employee Incentive Plan as a non-cash
incentive for assisting the Company in its fundraising initiatives in 2017. Of those Options. 4,266,667 were issued to Director Julian Sutton
and the remaining 2,133,333 were issued to a party unrelated to the Company.
The key terms of these Options are set out in the table below:
Grantee

Julian Sutton, who is a Director, and another unrelated party.

Nature of grant

Options granted under the Legacy Employee Incentive Plan as a performance incentive.

Grant date

15 March 2017

Number of Options

6,400,000 Options of which 4,266,667 were issued to Director Julian Sutton and the remaining 2,133,333 were
issued to a party unrelated to the Company.

Exercise price

Each Option is exercisable into 1 Share at an exercise price which is the higher of $1.20 per Option and 20% of the
volume weighted average share price of the Company’s Shares over the 30 business days before the exercise date.

Vesting

The Options were subject to vesting conditions based on fundraising targets which have been satisfied.

Exercise of
Options and expiry

The Options can only be exercised where the exercise results in the issue of Shares with a value of at least $100,000,
unless otherwise agreed to by the Board.
If the exercise of Options would result in the holder’s voting power increasing above 20% of the total voting power
of all Shareholders, the holder cannot exercise its Options until the Board has convened a general meeting of
Shareholders to obtain any necessary approval to enable the holder to exercise its Options. The Board must
convene a general meeting as soon as reasonably practicable after receiving the exercise notice.
The Options will be exercisable from Completion of the Offer until their expiry.
The Options may be exercised at any time until 15 March 2027. After that time, any unexercised Options will lapse.

Dividends and
voting rights

Options do not carry dividend or voting rights prior to vesting and exercise. Shares allocated on exercise of Options
carry the same dividend and voting rights as other Shares.

Transfer restrictions

The Options are not transferrable.
Under the Legacy Employee Incentive Plan, Shares issued on exercise of the Options are subject to a 3 year trading
restriction which commenced on the grant of the Options.
The Options held by Mr Sutton are subject to ASX mandatory escrow for a period of 24 months from Listing.
The Options held by the unrelated party are not subject to ASX mandatory escrow.
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7.3.2.4. Options issued to Advisory Board member
On 1 January 2020, the Company granted 2,000,000 Options to Dr Sam Hupert, who is a member of the 4DMedical Advisory Board
(see Section 6.3), as a performance incentive.
The key terms of these Options are set out in the table below:
Grantee

Dr Sam Hupert, who is a member of the 4DMedical Advisory Board.

Nature of grant

Options granted under the Legacy Employee Incentive Plan as a performance incentive.

Grant date

1 January 2020

Number of Options

2,000,000 Options

Exercise price

Each Option is exercisable into 1 Share at an exercise price of $0.40 per Option.

Vesting

1,000,000 of the Options vested upon grant.
The remaining 1,000,000 Options will vest on 1 January 2021, subject to Dr Hupert remaining a member of the
Advisory Board on that date.
Where Dr Hupert ceases to be a member of the Advisory Board for any reason prior to the vesting of unvested Options,
all of the unvested Options will lapse at cessation, unless the Board in its absolute discretion determines otherwise.
If Dr Hupert ceases to be a member of the Advisory Board after certain Options have vested, but before he has
exercised those Options, the treatment of those vested Options will depend on the circumstances of Dr Hupert’s
cessation. If Dr Hupert ceases to be member of the Advisory Board in circumstances other than those of a
“bad leaver” (i.e. his engagement is terminated for cause or due to the Board determining that he has failed to comply
with his obligations to the Company or the Group), then all vested Options will be retained and may be exercised.
Alternatively, if the cessation is due to a “bad leaver” circumstance, then all vested Options will automatically lapse
(subject to the Board’s discretion to determine otherwise).

Exercise of Options

The Options can only be exercised under a single exercise notice.
The Options may be exercised at any time until 31 December 2024. After that time, any unexercised Options will lapse.

Dividends and
voting rights

Options do not carry dividend or voting rights prior to vesting and exercise. Shares allocated on exercise of Options
carry the same dividend and voting rights as other Shares.

Transfer restrictions

The Options are not transferrable.
Under the Legacy Employee Incentive Plan, Shares issued on exercise of the Options are subject to a 3 year trading
restriction which commenced on the grant of the Options.
These Options are also subject to ASX mandatory escrow until 1 January 2021.

Other key terms

The Board may make a determination under the Legacy Employee Incentive Plan rules that the Options cannot
be exercised.
Instead, the Board may determine to procure that some or all of the Options are acquired or cancelled for cash
consideration equal to the fair market value of the Options.
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7.3.3. Rights
As at the Prospectus Date, the Company has on issue 8,492,850 performance rights (Rights) that were granted under the Legacy Employee
Incentive Plan. In summary, between the Prospectus Date and the Listing date, all Rights on issue will be converted into Shares on a one for
one basis. There will not be any Rights on issue upon Listing that were granted under the Legacy Employee Incentive Plan.
Details of Directors or Senior Executives holding Rights granted under the Legacy Employee Incentive Plan is set out in Section 6.4.4.

7.3.4. Converting Notes
In December 2019, the Company undertook a fundraising via the issue of Converting Notes with a face value of $25,000 per Note accruing
interest at 10% per annum. The Company raised $17,412,500 under the Converting Notes fundraising, issuing 696.5 Notes to investors.
Under the terms of the Notes, upon Shares being issued under an IPO (such as the Offer) all Notes automatically convert upon (or immediately
prior to) the issue and allotment of Shares under a successful IPO. In accordance with the conversion formula under the terms of the Notes,
the conversion price has been calculated to be approximately $0.50 per Share. This means upon conversion of the Notes (including accrued and
unpaid interest) a total of 36,511,199 Shares will be issued to Noteholders.
As disclosed in Section 6.4.1.1, Director Heath Lee holds (via his superannuation entity) 1 Note. Upon conversion of the Note, a total
of 52,422 Shares will be issued.
It is expected that some of the Shares issued to Heath’s superannuation entity will be subject to ASX mandatory escrow for a period of 24 months
from the date of listing as set out in Section 11.6. It is also expected that approximately 31.5% of the Shares issued to the other Noteholders will
be subject to ASX mandatory escrow for a period of 12 months from the date the Notes were issued in relation to the principal component of those
Converting Notes, and for 12 months from the date of Listing in relation to the interest component of those Converting Notes that is converted
to Shares, as set out in Section 11.6.
If the Shares are not quoted on the Official List by 12 months after the date the Notes are issued, then in accordance with the terms of the
Converting Notes all amounts outstanding on the Converting Notes (i.e.: principal and interest) are to be either redeemed (at a 25% premium
to the face value) or convert into Shares at the option of the Noteholder by giving the Company either a conversion notice or a redemption notice,
if the Noteholder does not make an election then the Noteholder will be deemed to have given the Company a conversion notice. All but 5 Notes
were issued on 20 December 2019, with the remaining 5 Notes issued on 12 February 2020. Therefore the maturity date for the overwhelming
majority of Notes (691.5 Notes) is 20 December 2020.

7.3.5. Control implications of the Offer
The Directors do not expect any Shareholder to control the Company on Completion of the Offer (as defined in Section 50AA of the
Corporations Act).

7.3.6. Potential effect of the fundraising on the future of the Company
The Directors believe that on Completion of the Offer, the Company will have sufficient funds available from cash proceeds of the Offer
to fulfil the purposes of the Offer and meet the Company’s stated business objectives.

7.4.

Broker Firm Offer

7.4.1. Who can apply in the Broker Firm Offer
The Broker Firm Offer is open to persons who have received a firm allocation from their Broker and who have a registered address in Australia.
Investors who have been offered a firm allocation by a Broker will be treated as an Applicant under the Broker Firm Offer in respect of that allocation.
Investors should contact their Broker to determine whether they may be allocated Shares under the Broker Firm Offer. The Broker Firm Offer
is not a general public offer and is not open to Institutional Investors (unless they are a Sophisticated Investor) or persons in the United States.

7.4.2. How to apply for Shares under the Broker Firm Offer
Applications for Shares may only be made on an Application Form attached to or accompanying this Prospectus or any replacement or
supplementary prospectus. Broker Firm Applicants must complete and lodge their Application Form with the Broker from whom they received
their firm allocation. Application Forms must be completed in accordance with the instructions given to you by your Broker and the instructions
set out on the reverse of the Application Form.
By making an Application, you declare that you were given access to this Prospectus or any replacement or supplementary Prospectus, together
with an Application Form. The Corporations Act prohibits any person from passing an Application Form to another person unless it is attached to,
or accompanied by, a hard copy of this Prospectus or the complete and unaltered electronic version of this Prospectus.
Broker Firm Applicants should contact their Broker about the minimum Application amount. The Company, SaleCo and the Joint Lead Managers
reserve the right to aggregate any Applications which they believe may be multiple Applications from the same person. The Company and SaleCo
may determine a person to be eligible to participate in the Broker Firm Offer, and may amend or waive the Broker Firm Offer application
procedures or requirements, in its discretion in compliance with applicable laws.
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Broker Firm Applicants must lodge their Application Form and Application Monies with the relevant Broker in accordance with the relevant
Broker’s directions in order to receive their firm allocation. Applicants under the Broker Firm Offer must not send their Application Forms
to the Share Registry.
The Broker Firm Offer opens at 9am (AEST) on Tuesday 14 July 2020 and is expected to close at 5pm (AEST) on Monday 10 August 2020.
The Company, SaleCo and the Joint Lead Managers may elect to close the Broker Firm Offer early, extend the Broker Firm Offer or any part
of it, or accept late Applications either generally or in particular cases. Your Broker may impose an earlier closing date. Broker Firm Applicants
are therefore encouraged to submit their Applications as early as possible. Please contact your Broker for instructions.

7.4.3. Payment methods
Broker Firm Applicants must pay their Application Monies in accordance with instructions from their Broker.

7.4.4. Application Monies
The Company and SaleCo reserve the right to decline any or all Applications in whole or in part, without giving any reason. Broker Firm Applicants
whose Applications are not accepted, or who are allocated a lesser number of Shares than the amount applied for, will receive a refund of all or
part of their Application Monies, as applicable. Interest will not be paid on any Application Monies refunded.

7.4.5. Allocation policy under the Broker Firm Offer
The allocation of firm stock to Brokers has been determined by the Company, SaleCo and the Joint Lead Managers.
Shares which have been allocated to Brokers for allocation to their Australian resident retail clients will be issued to the Broker Firm Applicants
who have received a valid allocation of Shares from those Brokers. It will be a matter for the Brokers how they allocate Shares among their retail
clients, and they (and not the Company, SaleCo or the Joint Lead Managers) will be responsible for ensuring that retail clients who have received
an allocation from them, receive the relevant Shares.

7.5.

Institutional Offer

7.5.1. Invitations to apply
The Institutional Offer consists of an invitation to certain Institutional Investors in Australia and a number of other eligible jurisdictions to apply
for Shares. The Joint Lead Managers will separately advise Institutional Investors of the Application procedures for the Institutional Offer.

7.5.2. Allocation policy under the Institutional Offer
The allocation of Shares between the Institutional Offer and the Broker Firm Offer is determined by the Company, SaleCo and the Joint Lead Managers.
The Joint Lead Managers in consultation with the Company and SaleCo, have absolute discretion regarding the basis of allocation of Shares among
Institutional Investors.
Participants in the Institutional Offer will be advised of their allocation of Shares, if any, by the Joint Lead Managers. The allocation policy
is influenced by the following factors:
•

number of Shares bid for by particular Applicants;

•

the timeliness of the bid by particular Applicants;

•

the Company’s desire for an informed and active trading market following Listing;

•

the Company’s desire to establish a wide spread of Institutional Investor Shareholders;

•

the overall level of demand under the Broker Firm Offer and Institutional Offer;

•

the size and type of funds under management of particular Applicants;

•

the likelihood that particular Applicants will be long term Shareholders; and

•

any other factors that the Company, SaleCo and the Joint Lead Managers considered appropriate.
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7.6.

Priority Offer

7.6.1. Invitations to apply
The Priority Offer is open to selected investors in Australia nominated by the Company who receive a letter from the Company inviting them to
apply for Shares (Priority Offer Letter).
The Priority Offer is not open to persons in the United States.

7.6.2. How to apply for Shares under the Priority Offer
Applicants who receive a Priority Offer and wish to apply for Shares must apply in accordance with the instructions provided in the Priority
Offer Letter. Applicants declare by making an Application that they were given access to the Prospectus, together with an Application Form.
The Corporations Act prohibits any person from passing an Application Form to another person unless it is attached to, or accompanied by,
a hard copy of this Prospectus or the complete and unaltered electronic version of this Prospectus.
Applications under the Priority Offer must be for a minimum of $2,000 worth of Shares.
The Company reserves the right to scale back or reject Applications in whole or in part, without giving any reason. Applicants under the Priority
Offer whose Applications are not accepted, or who are allocated a lesser number of Shares than the amount applied for will receive a refund
of all or part of their Application Monies, as applicable. Interest will not be paid on any monies refunded. The Company may amend or waive
the procedures or requirements of Applications under the Priority Offer, in its discretion in compliance with applicable laws.
The Priority Offer opens at 9am (AEST) on Tuesday 14 July 2020 and is expected to close at 5pm (AEST) on Monday 10 August 2020. The Company,
SaleCo and the Joint Lead Managers may elect to close the Priority Offer early, extend the Priority Offer or any part of it, or accept late Applications
either generally or in particular cases. The Company and the Joint Lead Managers take no responsibility for any failure to receive Application
Monies before the close of the Offer Period arising as a result of, amongst other things, delays in processing of payments by financial institutions.

7.6.3. Payment methods
Applicants must pay their Application Monies in accordance with the instructions on the Application Form and their Priority Offer Letter.

7.6.4. Application Monies
If the amount of your Application Monies (or the amount for which those payments clear in time for allocation) is insufficient to pay for the dollar
amount of Shares you have applied for, you may be taken to have applied for such lower dollar amount of Shares as the number for which your
cleared Application Monies will purchase (and to have specified that amount on your Application Form) or your Application may be rejected.

7.6.5. Allocation policy under the Priority Offer
Allocations under the Priority Offer will be at the absolute discretion of the Company.

7.7.

Cleansing Offer

The Cleansing Offer is an offer of 1 Share at the Offer Price. The Share offered under the Cleansing Offer will rank equally with the existing Shares
on issue. A summary of the material rights and liabilities attaching to the Shares is set out in Section 7.13.
The purpose of the Cleansing Offer is to remove the need for an additional disclosure document to be issued upon the sale of any Shares that are
issued by the Company without disclosure under Chapter 6D of the Corporations Act prior to the Cleansing Offer Closing Date (including Shares
issued on conversion of the Converting Notes, and Rights and Options under the Legacy Employee Incentive Plan).
Application for the Share under the Cleansing Offer must be made using the Cleansing Offer Application Form. You should not complete a Cleansing
Offer Application Form unless specifically directed to do so by the Company.
Application for quotation of the Share issued under the Cleansing Offer will be made to ASX no later than 7 days after the date of this Prospectus.

7.8.

Acknowledgements

Each Applicant under the Offer will be deemed to have:
•

agreed to become a member of the Company and to be bound by the terms of the Constitution and the terms and conditions of the Offer;

•

acknowledged having personally received a printed or electronic copy of the Prospectus (and any supplementary or replacement prospectus)
including or accompanied by the Application Form and having read them all in full;

•

declared that all details and statements in their Application Form are complete and accurate;

•

declared that the Applicant(s), if a natural person, is/are over 18 years of age;

•

acknowledged that, once the Company, SaleCo or a Broker receives an Application Form, it may not be withdrawn;

•

applied for the number of Shares at the Australian dollar amount shown on the front of the Application Form;
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•

agreed to being allocated and issued or transferred the number of Shares applied for (or a lower number allocated in a way described in this
Prospectus), or no Shares at all;

•

authorised the Company, SaleCo and the Joint Lead Managers and their respective officers or agents, to do anything on behalf of the Applicant(s)
necessary for Shares to be allocated to the Applicant(s), including to act on instructions received by the Share Registry upon using the contact
details in the Application Form;

•

acknowledged that, the Company may not pay dividends, or that any dividends paid may not be franked;

•

acknowledged that the information contained in this Prospectus (or any supplementary or replacement prospectus) is not financial product
advice or a recommendation that Shares are suitable for the Applicant(s), given the investment objectives, financial situation or particular
needs (including financial and tax issues) of the Applicant(s);

•

declared that the Applicant(s) is/are a resident of Australia (except as applicable to the Institutional Offer);

•

acknowledged and agreed that the Offer may be withdrawn by the Company or SaleCo or may otherwise not proceed in the circumstances
described in this Prospectus; and

•

acknowledged and agreed that if Listing does not occur for any reason, the Offer will not proceed.

7.9.

Underwriting arrangements

The Offer is fully underwritten by the Joint Lead Managers. The Joint Lead Managers and the Company have entered into an Underwriting
Agreement under which the Joint Lead Managers have been appointed as arranger, manager and underwriters of the Offer. The Joint Lead
Managers agree, subject to certain conditions and termination events, to underwrite Applications for all Shares under the Offer.
The Underwriting Agreement sets out a number of circumstances under which the Joint Lead Managers may terminate the agreement and the
underwriting obligations. A summary of certain terms of the agreement and underwriting arrangements, including the termination provisions,
is provided in Section 11.7.

7.10. Disposal restrictions on Shares
Each of the Escrowed Shareholders has agreed to enter into a Voluntary Escrow Deed with the Company, or is required by ASX to enter into
Mandatory Escrow Deeds or have been (or prior to Listing, will be) given a Mandatory Escrow Notice (if permitted by the ASX), under which the
Escrowed Shareholder will be restricted from dealing with its Escrowed Shares. The Escrow Deeds do not prevent the Escrowed Shareholders
from exercising their voting entitlements or any rights to receive dividends and distributions or participate in any rights issue or bonus issues.
Further details relating to the Escrow Deeds are set out in Section 11.6.

7.11. Ownership and selling restrictions
7.11.1. Corporations Act ownership restrictions
The takeover provisions in Chapter 6 of the Corporations Act restrict acquisitions of shares in listed companies, and unlisted companies with more
than 50 members, if the acquirer’s (or another party’s) voting power would increase to above 20%, or would increase from a starting point that is
above 20% and below 90%, unless certain exceptions apply.
The Corporations Act also imposes notification requirements on persons having voting power of 5% or more in the Company.

7.11.2. Selling restrictions
General
Due to the transfer restrictions set forth below, investors are advised to consult legal counsel prior to making any offer, resale, pledge or transfer of Shares
except in regular way transactions on the ASX.
No action has been taken to register or qualify this Prospectus, the Shares or the Offer or otherwise to permit a public offering of the Shares
in any jurisdiction outside Australia. The Shares have not been, and will not be, registered under the US Securities Act of 1933, as amended
(US Securities Act) or the securities laws of any state or other jurisdiction in the United States and may not be offered, sold, pledged or transferred
in the United States except in accordance with an exemption from, or in a transaction not subject to, the registration requirements of the
US Securities Act and any other applicable laws.
This Prospectus may only be distributed in Australia and, outside Australia, to persons to whom the Offer may be lawfully made in accordance
with the laws of the applicable jurisdiction, provided that this Prospectus may not be distributed in the United States.
The Offer is not an offer or invitation in any jurisdiction where, or to any person to whom, such an offer or invitation would be unlawful.
Each Applicant under the Institutional Offer will be required to make certain representations, warranties and covenants set out in the confirmation
of allocation letter distributed to it.
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Each Applicant will be taken to have represented, warranted and agreed as follows:
•

it understands that the Shares have not been, and will not be, registered under the US Securities Act and may not be offered, sold or resold
in the United States, except in a transaction exempt from, or not subject to, registration under the US Securities Act and any other applicable
securities laws;

•

it is not in the United States;

•

it has not and will not send this Prospectus or any other material relating to the Offer to any person in the United States; and

•

it will not offer or sell the Shares in the United States or in any other jurisdiction outside Australia except in transactions exempt from, or not
subject to, registration under the US Securities Act and in compliance with all applicable laws in the jurisdiction in which the Shares are offered
and sold.

For the attention of US investors
Each purchaser of Shares in the United States will be deemed to have represented, warranted and agreed (and in a confirmation letter to be
delivered in connection with subscription of Shares, will represent, warrant and agree amongst other things) as follows:
1. It is either (i) a “qualified institutional buyer” (QIB, as defined in Rule 144A under the U.S. Securities Act of 1933, as amended (the Securities Act))
and is acquiring the Shares for its own account or for the account of one or more other QIBs as to which it exercises sole investment discretion
and not with a view to any resale or distribution thereof; or (ii) a dealer or other professional fiduciary organized, incorporated or (if an individual)
resident in the United States that is acting solely for a discretionary or similar account (other than an estate or trust) held for the benefit or
account of a person that is not a U.S. Person (as such term is defined in Rule 902(k) under the Securities Act) for which it has sole investment
discretion (an Eligible U.S. Fund Manager);
2. It understands that the Shares have not been and will not be registered under the Securities Act or the securities laws of any state or
other jurisdiction of the United States and may not be offered, sold, pledged or otherwise transferred unless (i) the sale is to the Company,
(ii) the sale is made outside the United States in an “offshore transaction” in compliance with Regulation S under the Securities Act, including
in standard (regular way) brokered transactions on the ASX that are not pre-arranged with persons in the United States, (iii) the sale is made
pursuant to an exemption from registration under the Securities Act provided by Rule 144 or Rule 144A thereunder (if available), or (iv) the sale
is made pursuant to an effective registration statement under the Securities Act covering the Shares, in each case in accordance with any
applicable securities laws of any state of the United States, or other jurisdiction; and
3. It understands that the Shares sold in the United States will constitute “restricted securities” within the meaning of Rule 144(a)(3) under
the Securities Act and, for so long as they remain “restricted securities”, such Shares may not be transferred except as described in the
preceding paragraph.
Each purchaser of Shares under this Offering Circular understands that the Company, SaleCo and the Joint Lead Managers will rely upon the truth
and accuracy of the foregoing acknowledgements, representations and agreements and agrees that if any of the acknowledgements, representations
and warranties deemed to have been made by it by its purchase of the Shares are no longer accurate, it shall promptly notify the Company, SaleCo
and the Joint Lead Managers, as appropriate.

For the attention of Cayman Islands investors
This document does not constitute a public offer of the Offer Shares, whether by way of sale or subscription, in the Cayman Islands. The Shares
may not be offered or sold, directly or indirectly, to the public or to any member of the public in the Cayman Islands.

For the attention of Hong Kong investors
(i) The Shares have not been offered or sold and will not be offered or sold in Hong Kong, by means of any document, other than to “professional
investors” as defined in the Securities and Futures Ordinance and any rules made thereunder, or in circumstances which do not result in the document
being a “prospectus” as defined in the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong)
or which do not constitute an offer to the public within the meaning thereof, and (ii) no advertisement, invitation or document relating to the Shares
has been or may be issued or has been or may be in the possession of any person for the purposes of issue, whether in Hong Kong or elsewhere,
which is directed at, or the contents of which are likely to be accessed or read by, the public of Hong Kong (except if permitted under the securities
laws of Hong Kong) other than with respect to the Shares which are or are intended to be disposed of only to persons outside Hong Kong or only
to “professional investors” within the meaning ascribed to it in the Securities and Futures Ordinance and any rules made thereunder.

For the attention of U.K. Investors
This document comprises a prospectus relating to the Company prepared in accordance with the Prospectus Regulation and the Prospectus
Regulation Rules and approved by the FCA under section 87A of FSMA. This Document has been filed with the FCA and made available to the
public in accordance with Rule 3.2 of the Prospectus Regulation Rules.
In the United Kingdom this document is directed only at, legal entities which are qualified investors as defined under the Prospectus Regulation
and are (i) persons having professional experience in matters relating to investments who fall within the definition of investment professionals in
Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the Order); or (ii) high net worth bodies corporate,
unincorporated associations and partnerships and trustees of high value trusts as described in Article 49(2) of the Order; or (iii) persons to whom
it may otherwise be lawfully distributed under the Order, (all such persons together being Relevant Persons). In the United Kingdom, any investment
or investment activity to which this document relates is only available to and will only be engaged in with Relevant Persons. Persons who are not
Relevant Persons should not act or rely on this document or any of its contents.
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For the attention of New Zealand investors
The offer of Shares in this document is restricted to persons in New Zealand who are “Wholesale investors” within the meaning of clause 3(2)
or 3(3)(a) of Schedule 1 to the Financial Markets Conduct Act 2013 (the FMC Act), being a person who:
(a) is an “investment business” as defined in clause 37 of schedule 1 to the FMC Act;
(b) meets the investment activity criteria specified in clause 38 of schedule 1 to the FMC Act;
(c) is “large” as defined in clause 39 of schedule 1 to the FMC Act;
(d) is a “government agency” as defined in clause 40 of schedule 1 to the FMC Act; or
(e) is an “eligible investor” as defined in clause 41 of schedule 1 to the FMC Act,
(together referred to as Excluded Disclosure Investors for the purpose of this document).
Applications or requests for information from persons who are not Excluded Disclosure Investors will not be accepted and the Company and
SaleCo reserve the right to accept or reject any or all applications at any time. The Company and SaleCo may also require further information,
documentation and/or certification from an applicant to confirm their eligibility as an Excluded Disclosure Investor.
Please note that this document is not a regulated document. In particular, this document is not a product disclosure statement for the purposes
of the FMC Act. Potential investors therefore need to make their own enquiries as to the appropriateness of this investment for them.
If you have any doubt as to any aspect of the share offer referred to in this document, you should consult your financial or legal advisor.

7.11.3. Discretion regarding the Offer
The Company reserves the right not to proceed with the Offer at any time before the issue of Shares to successful Applicants. If the Offer
does not proceed, Application Monies will be refunded. No interest will be paid on any Application Monies refunded as a result of the withdrawal
of the Offer.
The Company and SaleCo in consultation with the Joint Lead Managers also reserve the right to close the Offer or any part of it early, extend
the Offer or any part of it, accept late Applications or bids either generally or in particular cases, reject any Application or bid, or allocate to any
Applicant or bidder fewer Shares than applied or bid for.

7.12. ASX listing, registers and holding statements and settlement
7.12.1. Application to the ASX for listing of 4DMedical and quotation of Shares
The Company will apply for admission to the Official List of the ASX and quotation of the Shares on the ASX within seven days of the Prospectus
Date. The Company’s ASX code is expected to be “4DX”.
ASX takes no responsibility for the contents of this Prospectus or the investment to which it relates. The fact that the ASX may admit the
Company to the Official List is not to be taken as an indication of the merits of 4DMedical or the Shares offered for issue or sale.
If the Company does not make such an application within seven days after the Prospectus Date, or permission is not granted for the official
quotation of the Shares on the ASX within three months after the Prospectus Date (or any later date permitted by law), all Application Monies
received by the Company will be refunded without interest as soon as practicable in accordance with the requirements of the Corporations Act.
The Company will be required to comply with the ASX Listing Rules, subject to any waivers obtained by the Company from time to time.

7.12.2. CHESS and Issuer sponsored holdings
The Company will apply to participate in the ASX’s Clearing House Electronic Subregister System (CHESS) and will comply with the ASX Listing
Rules and the ASX Settlement Operating Rules. CHESS is an electronic transfer and settlement system for transactions in securities quoted on
the ASX under which transfers are effected in an electronic form.
When the Shares become approved financial products (as defined in the ASX Settlement Operating Rules), holdings will be registered in one
of two subregisters, being an electronic CHESS subregister or an issuer sponsored subregister.
For all successful Applicants, the Shares of a Shareholder who is a participant in CHESS or a Shareholder sponsored by a participant in CHESS
will be registered on the CHESS subregister. All other Shares will be registered on the issuer sponsored subregister.
Following Completion of the Offer, Shareholders will be sent a holding statement that sets out the number of Shares that have been allocated
to them. This statement will also provide details of a Shareholder’s Holder Identification Number (HIN) for CHESS holders or, where applicable,
the Securityholder Reference Number (SRN) of issuer sponsored holders. Shareholders will subsequently receive statements showing any changes
to their Shareholding. Certificates will not be issued.
Shareholders will receive subsequent statements during the first week of the following month if there has been a change to their holding on the
register and as otherwise required under the ASX Listing Rules and the Corporations Act. Additional statements may be requested at any other
time either directly through the Shareholder’s sponsoring broker in the case of a holding on the CHESS subregister or through the Share Registry
in the case of a holding on the issuer sponsored subregister. 4DMedical and the Share Registry may charge a fee for these additional issuer
sponsored statements.
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7.12.3. Settlement, trading and selling shares on market
It is expected that trading of Shares on ASX, on a normal settlement basis, will commence on or about Friday 14 August 2020. Dispatch of initial
holding statements is expected to occur on or about Monday 17 August 2020.
It is the responsibility of each person who trades in Shares to confirm their holding before trading in Shares. If you sell Shares before receiving
a holding statement, you do so at your own risk. The Company, the Share Registry and the Joint Lead Managers disclaim all liability, whether
in negligence or otherwise, if you sell Shares before receiving your holding statement, even if you received confirmation of allocation from
the 4DMedical IPO Offer Information or obtained details of your holding from your firm allocation through a Broker.

7.13. Constitution and rights attaching to the shares
7.13.1. Introduction
The rights and liabilities attaching to ownership of Shares arise from a combination of the Constitution, statute, the ASX Listing Rules
and general law.
A summary of the significant rights, liabilities and obligations attaching to the Shares and a description of other material provisions of the
Constitution are set out below. This summary is not exhaustive nor does it constitute a definitive statement of the rights and liabilities
of Shareholders. The summary assumes that the Company is admitted to the Official List of the ASX.

7.13.2. Voting at a general meeting
At a general meeting of the Company, every Shareholder present in person or by proxy, representative or attorney has one vote on a show
of hands and, on a poll, one vote for each Share held.

7.13.3. Meetings of members
Each Shareholder is entitled to receive notice of, attend and vote at general meetings of the Company and to receive all notices, accounts
and other documents required to be sent to Shareholders under the Constitution, Corporations Act and Listing Rules. The Company must give
at least 28 days’ written notice of a general meeting.

7.13.4. Hybrid meetings
The Company is permitted to hold hybrid meetings, being general meetings conducted from a physical location in combination with participation
from other physical or virtual locations via electronic facilities. Directors may vary a notice of a hybrid meeting after it has been sent to Shareholders
if Directors decide that it is impracticable or unreasonable to hold the hybrid meeting at the time and using the electronic facility stated in the
notice of the hybrid meeting.
The Chairperson of the hybrid meeting must be satisfied that adequate facilities are available throughout the hybrid meeting to ensure that
Shareholders attending by all means are able to participate in the business for which the hybrid meeting has been convened.
Where a resolution is voted on at a hybrid meeting where Shareholders are participating electronically as well as at a physical meeting, the resolution
will be decided by a poll.

7.13.5. Dividends
The Board may pay any interim and final dividends that, in its judgement, the financial position of the Company justifies. The Board may also pay
any dividend required to be paid under the terms of issue of a Share, and fix a record date for a dividend and the timing and method of payment.

7.13.6. Transfer of Shares
Subject to the Constitution and to any restrictions attached to a Shareholder’s Share, Shares may be transferred in accordance with the ASX
Settlement Operating Rules, Corporations Act and ASX Listing Rules or by a written transfer in any usual form or in any other form approved
by the Board and permitted by the relevant laws and ASX requirements. The Board may decline to register a transfer of Shares or apply a holding
lock to prevent a transfer in accordance with the Corporations Act or the ASX Listing Rules.

7.13.7. Issue of further Shares
The Board may, subject to the Constitution, Corporations Act and the ASX Listing Rules issue, allot or grant options for, or otherwise dispose of,
Shares in the Company on such terms as the Board decides.

7.13.8. Winding up
If the Company is wound up, then subject to the Constitution, the Corporations Act and any rights or restrictions attached to any Shares or classes
of shares, Shareholders will be entitled to a share in any surplus property of the Company in proportion to the number of Shares held by them.
If the Company is wound up, the liquidator may, with the sanction of a special resolution, divide among the Shareholders the whole or part
of the Company’s property and decide how the division is to be carried out as between Shareholders or different classes of shareholders.
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7.13.9. Non-marketable parcels
In accordance with the ASX Listing Rules, the Board may sell Shares that constitute less than a marketable parcel by following the procedures set
out in the Constitution. An unmarketable parcel of shares is defined in the ASX Listing Rules and is generally, a holding of shares with a market
value of less than $500.

7.13.10. Proportional takeover provisions
The Constitution contains provisions requiring Shareholder approval in relation to any proportional takeover bid. These provisions will cease
to apply unless renewed by Shareholders passing a special resolution by the third anniversary of either the date those rules were adopted
or the date those rules were last renewed.

7.13.11. Variation of class rights
The procedure set out in the Constitution must be followed for any variation of rights attached to the Shares. Under that section, and subject
to the Corporations Act and the terms of issue of a class of shares, the rights attached to any class of Shares may be varied:
•

with the consent in writing of the holders of 75% of the issued shares included in that class; or

•

by a special resolution passed at a separate meeting of the holders of those shares.

7.13.12. Directors – appointment and removal
Under the Constitution, the Board is comprised of a minimum of three Directors and a maximum fixed by the Directors from time to time,
but not exceeding ten Directors. Directors are elected or re-elected at annual general meetings of the Company.
No Director (excluding the managing director) may hold office without re-election beyond the third annual general meeting following the meeting
at which the Director was last elected or re-elected. The Board may also appoint any eligible person to be a Director either to fill a casual vacancy
on the Board or as an addition to the existing Directors, who will then hold office until the conclusion of the next annual general meeting of the
Company following their appointment.

7.13.13. Directors – voting
Questions arising at a meeting of the Board must be decided by a majority of votes of the Directors present at the meeting and entitled to
vote on the matter. In the case of an equality of votes on a resolution, the chairperson of the meeting has a casting vote in addition to his or her
deliberative vote.

7.13.14. Directors – remuneration
Under the Constitution, the Board may decide the remuneration from the Company to which each Director is entitled for his or her services
as a Director. However, the total aggregate amount provided to all Non-Executive Directors for their services as Directors must not exceed
in any financial year the amount fixed by the Company in general meeting. The remuneration of a Director must not include a commission on,
or a percentage of, operating revenue. The current maximum aggregate sum of Non-Executive Director remuneration is set out in Section 6.4.1.
Any change to that maximum aggregate amount needs to be approved by Shareholders.
Directors may be paid for all travelling and other expenses properly incurred by them in connection with Company’s affairs, including attending
and returning from general meetings of the Company or meetings of the Board or of committees of the Board. If a Director performs extra services
in connection with the affairs of the Company, the Directors may arrange for a special remuneration to be paid.
The current remuneration of Directors is discussed in Section 6.4.1.

7.13.15. Powers and duties of Directors
The Directors are responsible for managing the business of the Company and may exercise to the exclusion of the Company in a general meeting
all the powers of the Company which are not required by the Corporations Act, the Constitution or the ASX Listing Rules, to be exercised by the
Company in a general meeting.

7.13.16. Indemnities
The Company may, to the extent permitted by law, indemnify each Director and executive officer of 4DMedical on a full indemnity basis against
all losses, liability, costs, charges and expenses incurred by that person as an officer of the Company or of a related body corporate.
The Company may, to the extent permitted by law, purchase and maintain insurance or pay, or agree to pay, a premium for a contract insuring
each Director and executive officer of the Company against any liability incurred by that person as an officer of the Company or of a related
body corporate, including for negligence or for reasonable costs and expenses incurred by that person in defending or responding to proceedings
(whether civil or criminal and whatever the outcome).
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7.13.17. Amendment
The Constitution can only be amended by special resolution passed by at least three-quarters of Shareholders present (in person or by proxy) and
entitled to vote on the resolution at a general meeting of the Company.

7.13.18. Shareholder liability
As the Shares offered under this Prospectus are fully paid shares, they are not subject to any calls for money by the Directors and will therefore
not become liable for forfeiture.

7.13.19. Ranking of Shares
As at the date of this Prospectus, all Shares on issue in the Company are of the same class and rank equally in all respects. Furthermore, the Shares
offered under this Prospectus are fully paid ordinary shares and will therefore rank equally in all respect with the existing fully paid ordinary
Shares in the Company.

7.13.20. Restricted Securities
A holder of Restricted Securities (as defined in the Listing Rules) must comply with the requirements imposed by the Listing Rules in respect
of Restricted Securities.

7.13.21. Share buy-back
Subject to the Corporations Act, the Listing Rules and ASX Settlement Operating Rules, the Company may buy back Shares on terms
and at times determined by the Board.

7.13.22. Preference shares
The Company may issue preference shares with the rights attaching to preference shares as set out in the Constitution, including preference
shares that are subject to redemption or conversion to Shares. There are no preference shares on issue as at the date of this Prospectus.

7.13.23. Reduction of share capital
Subject to the Constitution, the Corporations Act and the Listing Rules, the Company may make any reduction or alteration to its share capital
in any way permissible by the Corporations Act.

7.13.24. Dividend reinvestment plan
The Constitution permits the Directors to implement, on the terms and conditions they think fit, a dividend reinvestment plan under which
any Shareholder or any class of Shareholders may elect that dividends payable by the Company be reinvested by a subscription for Shares
in the Company.

7.13.25. Employee share plan
The Directors may implement an employee share plan for officers or employees of the Company on such terms and conditions as they think fit.
Further details about the Company’s employee incentive plan is contained in Section 11.5.
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Intellectual Property Report

Dr Aidan Jamison
Senior Vice President Engineering
4DMedical Limited
PO Box 6158
Melbourne VIC 3004
BY EMAIL
ip@4dx.com; ajamison@4dx.com
6 July 2020
Dear Dr Jamison
PROSPECTUS REPORT
1.

BACKGROUND AND SCOPE

This Report has been prepared by Griffith Hack for inclusion in a Prospectus to be issued by
4DMedical Limited (“4DMedical”) formerly registered as 4Dx Limited. The company name
4Dx Limited was changed to 4DMedical Limited on 2 July 2020.
Griffith Hack was asked to compile this Report to detail all IP rights presently owned by
4DMedical Limited. Griffith Hack was not asked to prepare comments on the patentability of
any pending rights.
This Report is current as at 4 May 2020, except for Annexures 1-5 which are current as at 6
July 2020. Griffith Hack is not aware of any material changes to the status of matters
discussed herein since this date.
This Report is directed to the patents and patent applications identified in Annexure 1, the
trade marks identified in Annexure 2, and the company names identified in Annexure 3.
Annexure 4 and Annexure 5 provide a Certificate of Company Registration, a Certificate of
Registration on Conversion to a Public Company, and a Certificate of Registration of Change
of Name, issued by ASIC.
2.

OVERVIEW OF INTELLECTUAL PROPERTY (IP) PROTECTION

The term “intellectual property” refers to the collection of registrable and non-registrable rights,
including rights in patents, designs, trade marks, plant varieties, copyright, confidential
information and trade secrets. Intellectual property shares many of the characteristics
associated with real and personal property. For example, intellectual property is an asset, and
as such it can be bought, sold, valued, licensed, exchanged, or gratuitously given away like
any other form of property. Further, the intellectual property owner, has the right to prevent
the unauthorised use or sale of the property.
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This Report deals only with intellectual property in the form of patents, patent applications and
trade marks.
3.

PATENTS AND PATENT APPLICATIONS

3.1

Monopoly provided by a patent

Patent rights constitute an important component of intellectual property. Patents cover
inventions and provide a monopoly in exchange for an inventor’s full disclosure of his or her
invention to the public. A patent provides protection for novel (new), inventive (non-obvious)
and useful inventions for a limited period, typically twenty (20) years (subject to the payment
of renewal fees). Patents may be granted in respect of new or improved products and methods
in almost all areas of current scientific, commercial and industrial activities. As there is no
such thing as a worldwide patent, patents must be obtained in every country where protection
is required. In many countries the test for patentability is different from that in Australia.
Commercialisation of patented products and processes may require any party other than the
patent owner wishing to use such developments to obtain a licence, subject to payment of
royalties.
Patent rights initially lie with the inventor, although the inventor’s employee may be entitled to
these rights via contract of employment. Typically, a formal assignment is executed to transfer
these rights to the applicant, who will become the patentee or owner of the patent rights. The
patent owner can then assign their rights to an assignee, with the exclusive right to exploit the
invention for the life of the patent. A standard patent confers rights for a duration of 20 years
in most countries; however, Australian innovation patents only confer patent rights for a
duration of 8 years. This exclusive right allows the patentee to prevent others from exploiting
the invention covered by the patent in the country of grant. The patentee has the right to
commence infringement proceedings against a party infringing the patent.
Under Australian law, "exploitation" includes:
(a) where the invention is a product - to make, hire, sell or otherwise dispose of the product,
to offer to make, sell, hire or otherwise dispose of it, to use or import it, or to keep it for the
purpose of doing any of those things; or
(b) where the invention is a method or process - to use the method or process or do any act
mentioned in paragraph (a) in respect of a product resulting from such use.
In summary, patentable subject matter must be new, useful, and not be obvious at the time of
lodging the patent application. Subject to limited exceptions, demonstrating, selling,
publishing, or disclosing the invention in public is likely to destroy novelty and thus destroy the
applicant’s ability to obtain a valid patent. Eighteen months after lodgement of a complete
patent application, the material disclosed in the patent application will become available open
for public inspection (OPI).

3.2

Patent validity

Grant of a patent does not guarantee validity, as a granted patent can be attacked on a number
of statutory grounds. If found to be invalid, the patent will be unenforceable against third
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parties. During invalidity proceedings each claim will be assessed individually, and as such,
individual claims found to be valid will survive an attack.
The grant of a patent confers the right to exploit the invention for a 20-year term; however, it
does not guarantee that the invention defined within the patent can be exploited without
infringing the rights of others (Freedom to operate).
3.3

Payment of annual fees for patents

Patent applications and patents are subject to the payment of renewal fees to the relevant
Patent Office. Typically, these renewal fees are levied annually and referred to as annuities.
Like other government taxes, these annuities will be collected over the life of the granted
patent and failure to pay will result in the lapse of the associated patent rights. Depending on
the country or region in which the application is filed, these annuities may begin on filing of the
application or may be deferred until after grant of the patent. The amount of these annuities
typically increases over the life of the patent to encourage patent owners to abandon patents
that no longer provide commercial value.
Patent databases that are open to public inspection, for example: Australia, New Zealand,
Europe and the USA, keep records regarding payment of annuities in respect of the patents
and patent applications filed.
3.4

International conventions

Australia is a signatory to a number of international conventions that relate to intellectual
property. Many of these are administered by the World Intellectual Property Organisation
(WIPO), which is an agency of the United Nations. Some features of the most important
conventions are set out below.
3.4.1

The Paris Convention

The Paris Convention for the Protection of Industrial Property is signed by 177 member states,
including Australia. When seeking patent protection in foreign countries, it is necessary to
lodge a separate application in each countries or region where protection is sought. A country
that is a signatory to the Paris Convention will afford an application the original priority date of
the application, as filed, provided the “Convention filing” is made within 12 months.
3.4.2

Patent Cooperation Treaty (PCT)

Australia and NZ are also signatories to the Patent Cooperation Treaty (PCT). The PCT allows
for the lodgement of an international patent application designating all 153 member states,
and maintains the priority date in each of those states. Most industrialised countries are
member states to the PCT, with some notable exceptions like Argentina and Taiwan. It is also
possible to designate the European Patent Convention (EPC) via the PCT, allowing the
application to enter into Europe before the lapsing of the PCT application.
3.4.3 International Search Report (ISR)
On filing a PCT application a mandatory search for prior art is conducted. Prior art is then
cited in the form of patent documents (alive and abandoned) from global searches in the
technical field of the invention, having an earlier date than the filed application. These citations
3|Page
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are raised in the ISR, indicating the searcher’s opinion on the novelty and inventiveness of the
invention.
3.4.4

Written Opinion / International Preliminary Report on Patentability (IPRPI)

Accompanying the ISR is a Written Opinion (WO) providing comments on the relevance of the
material listed in the ISR. The WO is prepared by WIPO or other recognised international
Patent Office acting in its capacity as a receiving office for WIPO (including the Australian
Patent Office; IP Australia).
The applicant has the opportunity to respond to the Written Opinion with arguments rebutting
the Examiner’s objections and /or amendments to the claims. This is an optional step and it
is not prejudicial to the applicant if an election to respond is not taken. At the end of this
process an International Preliminary Report on Patentability (IPRPI) issues. If all claims are
said to meet the examined patentability requirements (novelty, inventive step, industrial
applicability), then the IPRPI is said to be “clear”. Although not binding on any jurisdiction, a
clear IPRPI can be persuasive in obtaining national patent protection.
An IPRPI that maintains objections is not determinative of an unpatentable invention, it may
be that the claims of the application are intentionally broad to maintain possible scope of the
patent. As some countries and regions will submit the application to a rigid national
examination phase, it can be strategic to keep the claims of the international application broad,
in the knowledge that the national prosecution will attempt to further narrow the claims of the
application. As such an indication that certain claims are novel and/or inventive may be a
sufficient indication of patentability at this international stage of prosecution.
3.4.5

European Patent Convention (EPC)

Filing an application under the 'European Patent Convention', is similar to the PCT process
described above, where a single application is filed reserving the right to enter any member
state of the EPC at a later date.
The 38 member states at this time include, it is possible to lodge a single patent application to
seek protection in any, or all, of the following European countries: Albania, Austria, Belgium,
Bulgaria, Croatia, Cyprus, Czech Republic, Denmark, Estonia, Finland, Former Yugoslav
Republic of Macedonia, France, Germany, Greece, Hungary, Iceland, Ireland, Italy,
Liechtenstein, Lithuania, Luxembourg, Latvia, Monaco, Malta, The Netherlands, Norway,
Poland, Portugal, Romania, San Marino, Serbia, Slovakia, Slovenia, Spain, Sweden,
Switzerland, Turkey and the United Kingdom.
Several “extension states” exist (Bosnia and Herzegovina, and Montenegro) which also
recognise European patents upon request. Additionally, the UK Patent Office offers a number
of extensions into countries such as Hong Kong.
3.4.6

European Patent Office Process

Filing into Europe is referred to as a "regional" application, where examination is automatically
conducted by the European Patent Office (EPO). The EPO will conduct a comprehensive
search and then an examination of the application according to their laws and will raise
rejections or objections that must be overcome. The outcome of the IPRPI has little bearing
on the Extended European Search Report (EESR) and may contain objections which were
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not considered to be prejudicial in the IPRP. A response must be filed to the EESR to keep
the application on foot. Subsequently, an examination report is issued raising any outstanding
deficiencies with the application and claims as filed. Again, failure to respond to the
examination report will result in the lapse of the application and the loss of all associated patent
rights throughout Europe.
If an objection raised by the EPO cannot be overcome by amendment and/or by submissions,
the patent application will be refused. Refusal of an application by the EPO means refusal of
the application by all member countries.
A Notice of Intention to Grant the application by the EPO is an indication of patentability for all
member states. At this time the text of the patent intended for grant is sent to the applicant,
and any final amendments requested by the EPO are attended to. The claims of the
application must then be translated into the three languages of the EPO; French, German and
English.
Once all grant activities and issue fees have been paid, the granted European Patent then
proceeds to validation in the nominated EPO countries. The validation process in adherence
to the London Agreement, will stipulate what languages and which portions of the specification
are required to be translated, for validation in each of the selected regions. Renewal fees on
the European application will then cease, and renewal fees in each of the elected validation
countries will be initiated, for the life of the patent. These applications are no longer tied to
one another, and the patentee can elect to abandon individual rights with no adverse
consequence to surviving patents.
3.4. 7 National patents
Although the term “World Patent” has made its way into the language, there is no such thing.
In order to obtain protection a national patent application must be lodged in each and every
jurisdiction where protection is sought. The granted patent will only provide patent protection
in the country or region in which it is granted. Although a patent family may all claim priority
from a single patent filing and thus share a priority date, the patent process will span differing
timelines in each elected country. While undergoing the various patent processes, each
patent application is given a status of: filed or pending, under examination, accepted (or
allowed) and finally granted.
The result of examination of a national application is not binding on any other country or region,
although it may be persuasive to an Examiner. This is also true of examination conducted by
WIPO, where a clear report may have issued on a pending PCT application.
Most national Patent Offices will conduct their own comprehensive search and examination of
an application and raise objections that must be overcome to secure a granted patent. If an
objection raised by the Patent Office cannot be overcome by amendment and/or submissions,
the patent application will be refused. Some countries offer the opportunity to continue
examination by filing a request with the Patent Office (e.g. the US) while some countries will
allow a divisional application to be “divided” from the pending application through which
prosecution can be restarted, for a fee.
In summary, the grant of a patent in one country does not guarantee grant in another. By the
same token, challenges to the validity of a patent in one country will not affect the patent rights
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of corresponding family members in other countries. It is only upon the grant of a patent that
the patentee has an enforceable right against third parties, in that country, for the invention as
claimed.
3.5

Overview of the Patent Process

The patenting process typically involves four steps, being:
1.
filing of a provisional application;
2.
filing of a complete application (which in the case of a PCT application is divided into:
(a) international phase; and (b) national phase
3.
examination or prosection, during which time the application is subject to examination
before the relevant patent office; and
4.
grant of a patent.
In Australia the process of protecting patent rights typically begins with the submission of a
provisional patent application comprising a patent specification describing the invention. This
filing establishes a “priority date”, the date from which the invention is assessed.
The provisional application describes the invention fully and may contain drawings to assist
the description, particularly for mechanical inventions. The provisional application has a
maximum duration of 12 months, after which time the provisional application will lapse. Within
this protection period, the inventor is encouraged to carry out further experiments/trials to
further characterise the invention or provide disclosure for alternate forms of the invention.
Once a complete application is filed, no new material can be added to the specification.
Importantly, the provisional application is not published in this period, and as such, the
applicant may withdraw the patent application within this period, without any disclosure of the
invention.
Before the end of the 12-month period, the applicant must file a complete application to
maintain the priority date. This represents the second step in obtaining patent protection.
The complete application can be filed into individual countries or regions where protection is
sought. Any country party to the Paris Convention will afford the complete filing the priority
date of the provisional application, as filed.
Where patent protection is sought in multiple countries, the complete application can be filed
as an “international” application pursuant to the Patent Cooperation Treaty (PCT) described
above. This application defers the patent process for 18 months, reserving the applicant’s
right to pursue patent protection in any PCT signatory country, and also defers the fees for
entering each country for 30 months (or 31 months in some countries) from the priority date.
Where a PCT application is filed, 18 months from the priority date the patent application will
be published. The entire contents of the application will then be publicly available.
The International Patent Office (WIPO) will also conduct a patentability search on the
application and issue an International Search Report (ISR)and a Written Opinion (WO). This
provides prior art considered relevant to the invention and an opinion on the patentability of
the invention, as claimed. The applicant has the option to respond to the Written Opinion
through argument and/or amendment to the claims of the application. This response is filed
with a Request for International Preliminary Examination (referred to as filing a Demand).
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WIPO will then consider any arguments and amendments and issue an International
Preliminary Report on Patentability. A favourable report is an excellent indication of
patentability and will be afforded weight in most Paris Convention countries.
At the 30 or 31-month deadline, the PCT application will lapse, irrevocably. Before this
deadline the applicant must elect the countries in which patent protection is sought. This
initiates the “national” or “regional” phase or the patent application, where the filing fees are
levied and examination before the selected national Patent Offices begins. At this time, the
initial application (or the amended application where a response was filed) is filed in the
elected countries and regions and the Patent Laws of the individual countries and regions take
precedence.
The national or regional examination determines whether the application proceeds to grant or
is refused. Typically, this substantive examination will include an assessment of whether the
claimed invention satisfies the requirements of that jurisdiction for patentable subject matter,
novelty, inventiveness, utility, and appropriate claim scope in view of what is disclosed and
supported in the patent application.
Where the applicant has elected to file individual “Paris Convention applications” in lieu of a
PCT application, these filings proceed directly to this national or regional examination phase.
It is at this time, filing national applications that translational charges are typically incurred in
preparing the application in a format acceptable to the respective Patent Offices around the
world.
During national prosecution, the individual Patent Offices will examine and raised prior art
against the application, based on new searches. Each country and region will afford a different
weight to the ISR and WO, with some countries conducting no further searches and others
conducting extensive further searching.
Prosecution can be drawn out over a number of rounds, as each Patent Office attempts to
restrict the monopoly sought by the applicant. Each country has different rules and timelines
for prosecution, resulting in differing requirements and costs.
Once the patent application is deemed in order for acceptance or allowance, a Notice is issued
by the Patent Office of their intention to accept or grant the application. This typically then
places the application in an opposition period, where the intention to grant/accept is publicly
advertised, to allow interested third parties the opportunity to oppose the application. At the
close of the opposition period, the application will then proceed to grant, if no oppositions are
raised.
Each Patent Office will then levy fees under headings like, acceptance, publication, grant, and
issue, and the patent application will proceed to grant. Once granted, the patent remains
subject to the renewal fees or annuities of the relevant Patent Office for the duration of the
patent.
3.6

Granted Patents: Validity, exploitation and enforcement

Grant of a patent provides a strong indication of validity or enforceability but does not
guarantee that the patent is valid or enforceable. Neither Griffith Hack nor the Australian
Patent Office is able to provides an assurance that 4DMedical Limited’s pending patent
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applications will be granted or that 4DMedical Limited’s granted patents will be held valid and
enforceable (e.g. in re-examination or litigation).
Notwithstanding the issue regarding guaranteed enforceability, once a patent has been
granted and throughout the lifetime of a patent, the proprietor has the exclusive rights to use
the patented technology. This means that they can decide to exclusively use it for their own
benefit (for instance, by means of application in their own products) and prevent others from
using it. Alternatively, they can allow others to use it under the terms of a license agreement.
The terms of the license agreement generally define the limited scope of the use of the patent
and the consideration to be paid for the use of it.
In Australia, the remedies for unauthorised use (patent infringement) available to the patent
owner include an injunction, which effectively stops further infringement of the patent,
damages or account of profits, and costs.

4.

4DMECIAL PATENT APPLICATION PORTFOLIO

Annexure 1 to this Report tabulates the live patent applications and granted patents in the
4DMedical patent portfolio. The portfolio includes 15 granted patents, and 28 pending
patent applications.
As shown in Annexure 1 the patents and applications are generally proceeding in the former
name of 4Dx Limited.
For those cases within the 4DMedical patent portfolio (Annexure 1) which are pending
applications, no expiry date is yet recorded. Typically, the term of a standard patent is 20
years from the filing date of the complete application.
The filing date of a complete application, can be up to 12 months from the earliest priority
date claimed by the application. Some countries permit the filing of further applications from
an initial complete application under certain circumstances. These further applications are
typically referred to as "divisional" or “continuation” applications and may be filed more than
12 months after the earliest priority dated claimed by the “Parent” application.
A brief (but non-exhaustive) description of the invention disclosed in each of the patent
applications is provided below, with reference to the tabulated patent cases shown in
Annexure 1 of this Report.
4.1

Patent Family 1

Particle Image Velocimetry Suitable for X-Ray Projection Imaging
The invention described in this family relates generally to a 2D or 3D velocity field being
reconstructed from a cross-correlation analysis of image pairs of a sample, without first
reconstructing images of the sample spatial structure. The invention provides a method of
imaging a sample, for example heart or lung tissue, and reconstructing a velocity field. The
invention uses image processing techniques (cross-correlation analysis) to reconstruct the
velocity field without first reconstructing an image of the subject.
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The applications in this family claim priority from Australian Provisional Patent Application
No. 2009904481, filed on 16 September 2009.
The remaining members of this family are national phase applications from PCT Application
No. PCT/AU2010/001199, which was filed on 16 September 2010.
Australian Application No. 2010295229 was filed on 16 September 2009 and published as
AU2010295229 A1 on 3 May 2012. The application was granted on 29 October 2015 as
Australian Patent No. 2010295229. This patent will remain in force until 16 September
2030, assuming renewal fees are paid, and the validity of the patent is not successfully
challenged.
US Patent Application No. 13/496,322 was published as US2012-0237104 A1 on 20
September 2012. This application was granted by the US Patent Office on 19 May 2015 as
US Patent No. 9,036,887. This patent will remain in force until 22 June 2031, assuming
renewal fees are paid, and the validity of the patent is not successfully challenged.
US Patent Application No. 13/588,291 is a continuation of US 13/493,322 and was filed on
17 August 2012. This application was published as US2013-0070062 A1 on 21 March 2013.
This application was granted by the US Patent Office on 5 May 2015 as US Patent No.
9,025,849. This patent will remain in force until 13 January 2031, assuming renewal fees
are paid and the validity of the patent is not successfully challenged.
US Patent Application No. 14/279,141 is a continuation of US 13/588,291 and was filed on
15 May 2014. This application was published as US2014-0334710 A1 on 13 November
2014. This application was granted by the US Patent Office on 21 June 2016 as US Patent
No. 9,370,334. This patent will remain in force until 16 September 2030, assuming renewal
fees are paid and the validity of the patent is not successfully challenged.
European Patent Application No. 10816468.2 was published as EP2478379 A1 on 25 July
2012. This application is presently under examination. The latest communication from the
Examining division of the EPO was issued on 25 March 2020
European Patent Application No. 14159245.1 is a continuation from EP 10816468.2 and
was published as EP2742866 A2 on 18 June 2014. This application is presently under
examination. The latest communication from the Examining division of the EPO was issued
on 25 March 2020, where the Examiner identified patentable subject matter in view of the
cited prior art references
Japanese Patent Application No. 2012-529063 was published as JP2013504394 A on 7
February 2013. This application was granted by the Japanese Patent Office on 3 July 2015
as JP Patent No. 5770733. This patent will remain in force until 16 September 2030,
assuming renewal fees are paid and the validity of the patent is not successfully challenged.
Japanese Patent Application No. 2014-121569 is a divisional application of JP 2012-529063
and was filed on 12 June 2014. This application was granted by the Japanese Patent Office
on 25 December 2015 as JP Patent No. 5860505. This patent will remain in force until 16
September 2030, assuming renewal fees are paid and the validity of the patent is not
successfully challenged.
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Singapore Patent Application No. 2012018305 was published on 27 April 2012. This
application was granted by the Singaporean Patent Office on 16 November 2015 as SG
Patent. No. 179151. This patent will remain in force until 16 September 2030, assuming
renewal fees are paid and the validity of the patent is not successfully challenged
New Zealand Patent Application No. 599301 was published on 27 June 2014. This
application was granted by the New Zealand Patent Office on 30 September 2014 as NZ
Patent No. 599301. This patent will remain in force until 16 September 2030, assuming
renewal fees are paid and the validity of the patent is not successfully challenged.
Canadian Patent Application No. 2790588 was published as CA 2790588 A1 on 24 Match
2011. Examination was requested on 14 September 2015. This application is presently
under examination. An examination report was issued on 17 December 2019, in which the
Examiner failed to find any relevant prior art. The Examiner has raised objections that the
claims are indefinite, which objections can be overcome by amendments to the language of
the claims.
Indian Patent Application No. 3226 CHENP 2012 was published on 26 July 2013. An
examination report was issued on 20 June 2019, in which the Examiner raised novelty and
inventive step objections against the pending claims, citing three prior art documents.
Several clarity objections were also raised against the claims. The applicant has yet to file a
response to this report.
4.2

Patent Family 2

Heart Imaging Method
The invention described in this family relates generally to a method of imaging the heart and
reconstructing a multidimensional heart model to derive velocity and volume change data.
The invention uses the heart shape and interaction of the heart and lungs to reconstruct the
multidimension heart model.
The applications in this family claim priority from Australian Provisional Patent Application
No. 2011904256, filed on 10 October 2011.
The remaining members of this family are national phase applications from PCT Application
No. PCT/AU2012/001225, which was filed on 10 October 2012.
Australian Application No. 2017248470 was filed on 18 October 2017 and published on 2
November 2017. This application was granted on 5 March 2020 as AU Patent No.
2017248470. This patent will remain in force until 10 October 2032, assuming renewal fees
are paid, and the validity of the patent is not successfully challenged.
US Patent Application No. 14/350,383 was filed on 8 April 2014. This application was
published on 25 September 2014 as US Publication No. 20140286556 A1 and granted by
the US Patent Office on 21 February 2017 as US Patent No. 9,576,354. This patent will
remain in force until 4 February 2033, assuming renewal fees are paid, and the validity of the
patent is not successfully challenged.
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4.3

Patent Family 3

Method and device for trapping and analysing cells and the like
The invention described in this family relates generally to methods and apparatus for trapping
and analysing cells. The invention uses multiple ports in a flow device to create a stagnation
zone in which a cell can be trapped and allows forces (physical stimulus) to be applied to the
cell.
The applications in this family claim priority from Australian Provisional Patent Application No.
2011901475, filed on 20 April 2011.
The following members of this family are national phase applications from PCT Application
No. PCT/AU2012/000405, which was filed on 20 April 2012.
Australian Application No. 2012245075 was filed on 20 April 2012 and published as
AU2012245075 A1 on 28 November 2013. The application was granted on 23 March 2017.
This patent will remain in force until 20 April 2032, assuming renewal fees are paid, and the
validity of the patent is not successfully challenged.
Australian Application No. 2017201561 is a divisional application of Australian Application No.
2012245075. The application was filed on 7 March 2017 and published as AU2017201561
A1 on 23 March 2017. The application was granted on 26 September 2019. This patent will
remain in force until 20 April 2032, assuming renewal fees are paid, and the validity of the
patent is not successfully challenged.
4.4

Patent Family 4

Volume Gated Imaging
The invention described in this family relates generally to measuring the motion of an organ,
for example the lung. The invention monitors a change in a parameter corresponding to the
motion of the lung, for example the change in volume, and times the acquisition of images
based on the change of the parameter.
The applications in this family claim priority from Australian Provisional Patent Application
No. 2014901375 filed on 15 April 2014.
The remaining members of this family are national phase applications from PCT Application
No. PCT/AU2015/000219, which was filed on 14 April 2015.
Australian Application No. 2015246630 was published as AU2015246630 A1 on 22 October
2015. Examination was requested on 12 October 2018 and a first examination report was
issued on 31 July 2019. The Examiner raised novelty and inventive step objections against
the pending claims, citing six prior art documents. Several clarity objections were also raised
against the claims. The applicant has yet to file a response to this report. These objections
are cross-referenced from examination reports issued by the US Patent Office and the
European Patent Office. Based on the granted corresponding family members in the US
and Europe, similar amendments can be made to this pending case, to secure acceptance.
The application must be placed in order for acceptance by 31 July 2020.
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Australian Innovation Application No. 2017101313 was filed on 26 September 2015 as a
divisional application of AU2015246630 and published on 2 November 2017. This
application was granted on 18 October 2017 as Australian Innovation Patent No.
201710131. This patent will remain in force until 14 April 2023, assuming renewal fees are
paid, and the validity of the patent is not successfully challenged.
US Patent Application No. 15/300,367 was published as US20140087412 A1 on 25 May
2017. A notice of allowance was issued by the US Patent Office on 23 January 2020 and
the application was granted by the US Patent Office on 9 June 2020 as US Patent No.
10,674,987. This patent is calculated to remain in force until 7 August 2035, assuming
renewal fees are paid, and the validity of the patent is not successfully challenged.
US Patent Application No. 16/857,961 is a continuation of US Patent No. 10,674,987 and
was filed on 24 April 2020. The application is docketed for examination.
European Patent Application No. 15779854.7 A was published as EP3131468 A1 on 22
February 2017. A Notice of Intention to Grant was issued by the EPO on 4 June 2019, and
following some additional minor amendments to the application, a further Notice of Intention
to Grant was subsequently issued on 21 April 2020.
Japanese Application No. 2017505685A was published as JP2017511239 A on 20 April
2017. The application was granted by the Japanese Patent Office as JP Patent No.
6,636,500 on 27 December 2019. This patent will remain in force until 14 April 2035,
assuming renewal fees are paid, and the validity of the patent is not successfully challenged.
4.5

Patent Family 5

Method and System of Imaging
The invention described in this family relates generally to measuring the motion of an organ,
for example the lung. The invention monitors a change in a parameter corresponding to the
motion of the lung, for example the change in volume, and times the acquisition of images
based on the change of the parameter.
The applications in this family claim priority from Australian Provisional Patent Application
No. 2016900817 filed on 4 March 2016.
The remaining members of this family are national phase applications from PCT Application
No. PCT/AU2017/000054, which was filed on 24 February 2017. A written opinion was
issued by the International Searching Authority on 8 September 2017. Claims 22 and 27-33
are considered novel over the prior art cited. All claims (1-33) are considered to lack an
inventive step, in view of at least one of the 5 prior art documents cited.
Australian Application No. 2017225895 was published as AU2017225895 A1 on 25 October
2018. Examination has not yet been requested.
US Patent Application No. 16/081,854 was published as US20190059840 A1 on 28
February 2019. Examination has not yet been requested.
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European Patent Application No. 17758997.5 A was published as EP3422939 A1 on 9
January 2019. Examination was requested on 7 December 2018. A partial European
Search Report issued on 7 November 2019 and a Supplementary European Search Report
(SESR) and Search Opinion issued on 13 March 2020. The Search Opinion considers the
claims of the application to relate to more than one invention; however, at this time both
inventions have been included in the search.
Chinese Patent Application No. 201780027712.4 was published as CN109414218 A on 1
March 2019. Examination was requested on 26 March 2019.
Japanese Patent Application No. 2018546611 was published as JP 2019512295 A on 16
May 2019. Examination was requested on 23 January 2020.
Singaporean Patent Application No. 11201807501U was published as SG11201807501 UA
on 27 September 2018. Examination was requested on 4 January 2019, where the
applicant requested that examination proceed based on the response to the international
written opinion. An Examination Report was issued on 19 September 2019.
Canadian Patent Application No. 3019744 was published as CA3019744 A1 on 8
September 2017. Examination has not yet been requested.
Indian Patent Application No. 201847033177 was published on 14 September 2018.
Examination has not yet been requested.
New Zealand Patent Application No. 746789 was published on 28 September 2018.
Examination has not yet been requested.
Hong Kong Patent Application No. 19128797.8 was published as HK40005389 A on 8 May
2020.
4.6

Patent Family 6

Method of Scanning and Assessing Lung and Vascular Health
The invention described in this family relates generally to methods of scanning for vascular
irregularities in data from an in vivo scan. The invention uses image processing techniques
to detect vessel location and size data and compares the size data in a region to either
normative dataset, a second region, or data from a later scan.
This application was filed by 4Dx Limited and Cedars-Sinai Medical Centre (CSMC) as joint
applicants.
The applications in this family claim priority from US Provisional Patent Application No.
62/464,540 filed on 28 February 2017.
The remaining members of this family are national phase applications from PCT Application
No. PCT/AU2018/000028, which was filed on 27 February 2018. A written opinion was
issued by the International Searching Authority on 7 September 2018. Claims 2 and 21 are
considered novel over the prior art cited. All claims (1-21) are considered to lack an inventive
step, in view of at least one of the 4 prior art documents cited.
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Australian Application No. 2018226611 was published as AU2018226611A1 on 3 October
2019. Examination has not yet been requested.
US Patent Application No. 16/489,334 was published as US20200069197A1 on 5 March
2020. Examination has not yet been requested.
European Patent Application No. 18761241.1 A was published as EP3589195 A1 on 8
January 2020. Examination has not yet been requested.
Chinese Patent Application No. 201880027292.4 was published as CN110545714A on 6
December 2019. Examination was requested on 17 January 2020.
Japanese Patent Application No. 2019-547118 was published as JP 2020-508771A on 26
March 2020. Examination has not yet been requested.
Singaporean Patent Application No. 11201907905R was published as SG11201907905RA
on 27 September 2019. Examination was requested on 13 January 2020.
Canadian Patent Application No. 3055527 was published as CA3055527A1 on 7 September
2018. Examination has not yet been requested.
Indian Patent Application No. 201947038857 was published on 4 October 2019.
Examination has not yet been requested.
New Zealand Patent Application No. 757078 was published on September 2019.
Examination has not yet been requested.
4.7

Patent Family 7

Method for validating measurement of a medical scan
There are limited public details of this application due to its provisional nature. The
application has not been published at this time and the contents are still confidential.
Australian Provisional Application No. 2020900516 was filed on 24 February 2020 and is
currently pending.
4.8

Patent Family 8

Methods and Systems for Assessing Lung Function
There are limited public details of this application due to its provisional nature. The
application has not been published at this time and the contents are still confidential.
US Provisional Patent Application No. 62/892,485 was filed on 27 September 2019 and is
currently pending.
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5.

TRADE MARKS

5.1

Overview

A trade mark can be a word, phrase, letter, number, sound, smell, shape, logo, picture, aspect
of packaging or a combination of these. A trade mark is a sign used by traders to distinguish
their goods and/or services from those of other traders.
Only trade marks which are capable of distinguishing goods and/or services from other traders
are able to be registered. As a result, it can be difficult to register a trade mark that is
descriptive or that denotes the kind, quality, intended purpose or value of goods and/or
services. It can also be difficult to register a trade mark is if is deemed to be deceptively similar
to an earlier-filed trade mark.
A trade mark identifies a business as the source of the goods and/or services and as a result
enables them to distinguish the goods and/or services from those of other traders. This can
lead to brand loyalty as the public will associate a certain quality or image with the goods
and/or services bearing the trade mark which can provide a competitive edge in order to grow
the business.
Brand loyalty is important as a trade mark remains valid as long as it is actively used in relation
to the goods and/or services for which it is registered.
5.2

Registration

The registration of a trade mark is effective for ten years and can be renewed for further tenyear periods, subject to payment of renewal fees. The registration of a trade mark grants the
registered owner the exclusive right to use and authorise the use of the trade mark. It also
enables the registered owner to take action against the unauthorised use of the trade mark by
a third party.
5.3

International Protection

In relation to international protection, there is no form of world trade mark. Each individual
country has enacted an active trade mark legislation and separate rights must be claimed in
each country by the filing of an application. Separate searches must also be conducted in
each country to determine the availability of a trade mark for use or registration. There are,
however, two exceptions to this general rule.
The first exception is the European Union, which has established a community trade mark
system that operates in parallel to the national trade mark registration systems of member
countries of the European Union. A single trade mark application can be filed covering all 27
countries of the European Community.
The second exception is the International Registration system established by the Madrid
Protocol. This system allows for an International Registration to be claimed on the basis of an
existing Australian registration. The International Registration does not in itself grant any rights
in countries that are members of the International Registration system. Acquiring an
International Registration does permit for the designation or filing of a trade mark in each
country. The advantage of a designation from an International Registration as opposed to the
direct filing is that a designation occurs by means of a notification from the Australian Trade
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Marks Office; this avoids incurring the cost of appointing an attorney in each country and
results in a significant cost savings.
5.4.
Common Law Trade Marks
There is also value in unregistered or common law trade marks. These are trade marks that
are in use in the market place, but which have not been registered. If such marks have been
used for a significant period of time, the owner could rely on reputation in the mark to prevent
unauthorised use of trade mark by a third party. Extensive, long-term use of a common law
trade mark may also enable it to be registered as a trade mark.
5.5

International Conventions

5.5.1

Paris Convention

Like patents, a trade mark only provides protection in the country in which if it registered. As
such, it is necessary to lodge separate trade mark applications in each country or region where
protection is sought. Under the Paris Convention an application may be lodged in any of the
member states within 6 months of filing of the first application claiming the priority date of the
corresponding first application.
5.5.2

Madrid Protocol

Australia is a signatory to the Madrid Protocol for trade marks, administered by WIPO. Under
the Madrid system it is possible to file an International application designating member states
to the Protocol, to protect a trade mark as an International Registration. There are presently
106 member states, including Australia.
A trade mark must be applied for, or registered, with the applicant’s local Trade Mark Office
or the Trade Mark Office of a member country to be eligible as the subject of an International
application under the Madrid Protocol. Furthermore, the applicant must have a real and
commercial presence in that country.
Once filed, WIPO transmits the International application to the national Trade Mark Offices of
each of the designated countries. The national Trade Mark Offices then initiate examination
in accordance with their local practices, as a national application.
Once the International Registration is protected in any of the designated countries, the
registration will have the same effect as a national registration, directly filed in that country.
5.6

Trade Marks of 4DMedical Limited

4DMedical Limited has applied to register 13 trade marks in Australia, the United States of
America and China. The portfolio presently includes: 4 applications filed in Australia; 4
applications filed in the United States; and 4 applications filed in China and 1 registered trade
mark in China. The applications were each filed in the name of 4Dx Limited.
Details of these trade marks are set out in Annexure 2.
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6.

BUSINESS/COMPANY NAMES

Australia has a national regime of company and business names administered by the
Australian Securities and Investments Commission (ASIC). New Zealand has a company
name registration system administered by the New Zealand Companies Office (NZCO).
Similar systems of registration exist in other countries.
In Australian and New Zealand, the registration of a company name does not confer any
proprietary rights in a registered trading name.
Annexed and marked Annexure 3 is a list of the company registrations of 4DMedical Limited.
The list includes 4 Australian company names, 3 Australian business names, 1 United States
company names and 1 Singapore company name.
The Certificate of Company Registration in the name of 4Dx PTY LTD obtained from ASIC is
shown in Annexure 4.
The Certificate of Registration on Conversion to a Public Company and change of company
name to 4Dx Limited, and the Certificate of Registration on Change of Name to 4DMedical
Limited, from ASIC, are shown in Annexure 5.
7.

LIMITATION AND DISCLAIMERS

7.1

Search limitation

7.1.1

General

The prior art (or “novelty”) searches conducted by the various Patent Offices to determine
whether a patent should be granted are not without limitation. For example, the databases
used in searching can fail to include older published documents, and in some instances, do
not cover certain jurisdictions. All searches are subject to the accuracy and scope of the
material searched as well as the classification criteria adopted by each Patent Office. The
search results provided by a Patent Office provide a reasonable indication of patentability;
however, there is no guarantee that all relevant prior art has been identified for consideration.
As such, any conclusions regarding the validity of the claims in a patent based on Patent Office
searches should not be regarded as conclusive.
7.1.2

Unpublished Documents

Searches cannot locate documents which have not been published at the time of conducting
the search. In most countries, publication of a patent application does not occur until 18
months from the earliest priority date. Delays between official publication and the
implementation of information onto the relevant databases can also occur. As such,
documents that have not yet been published may not be revealed in a search.
7.1.3

Non-patent prior art documents

No search has been conducted at this time in relation to non-registerable prior art, i.e. forms
of prior art such as prior public use, oral disclosures, prior commercial exploitation and prior
publication in non-patent literature, which cannot be searched systematically.
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7.1.4

Commercialisation/Secret Use

The commercialisation or secret use of an invention that is the subject of a patent application
can affect the patentability of the invention and the validity of any patent granted on the
invention. Such commercialisation or secret use will not be identified by documentary
searches of publicly accessible databases.
7.1.5

Reliance on cited prior art classification

The views expressed in relation to relevance of the prior art cited in various searching and
Examination Reports are based on the relevant classification attributed in such reports.
7.2

Examination Reports in one Country Not Binding in Other Countries

Patent applications are subject to search and examination by the relevant Patent Office. The
search results one Patent Office are not binding on the Patent Office of another jurisdictions.
Equally, international PCT search and Examination Reports are not binding on national Patent
Offices during national phase examination. Any search or examination report should only be
regarded as having application to patentability in the country or region in which it was issued
and not to be determinative of patentability elsewhere.
7.3

Scope of claims will vary during examination

It is recognised that patent claims and the legal monopoly they define will vary during
examination. As such, the claims of corresponding family members in different countries and
regions will often vary in scope reflecting the application of the local patent law during
prosecution of the patent application. Such amendments necessitate the review of granted
claims of each family member as to the commercial significance of the monopoly claimed and
the protection afforded the commercial product in the relevant jurisdiction.
7.4

Opposition proceedings

Most jurisdictions allow for accepted patent applications to be opposed by interested third
parties. This opposition period can occur at different times in the prosecution process but will
typically follow acceptance or allowance from the relevant Patent Office. Where the opposition
process is triggered, there can be significant delay to the grant of the affected application.
Where opposition proceedings have merit, the applicant may be forced into amending
accepted claims, or even deleting accepted claims or in some cases, the application will revert
to further examination by the Patent Office.
7.5

Enforcement of patent rights

A patentee cannot assert their patent rights until the patent is granted. Some jurisdictions
apply penalties for the assertion of unjustified threats, for example Australia. In many
countries, the damages associated with patent infringement can be retrospectively applied
back to the date on which the patent application was publicly available (OPI) although further
limitations may apply.
7.6

Infringement of the rights of others
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Searches conducted on patent subject matter cannot provide any guarantee that
commercialisation of the patented invention will not risk infringement of third party rights. For
example, patent novelty searches will focus on disclosed inventions that are relevant to the
technical filed of the invention, whether these patents/patent applications are on foot and liable
to be infringed will not be searched. These novelty type searches are to be distinguished from
infringement searches (or Freedom-to-operate searches) which focus on whether the
patentee’s commercial product will infringe the rights of a third party is exploited in a given
country or region.
7.7

Entitlement to priority

In order to substantiate a claim to priority, there must be a “real and reasonably clear
disclosure” of the invention as claimed, in the priority document. As such, material not
disclosed, and any claims depending therefrom, may not be entitled to the priority date of the
application. As such, a lack of real and reasonably clear disclosure may affect the patentability
and the validity of the patent as granted.
7.8

Duty of disclosure

In some jurisdictions there is a duty to disclose relevant information to the Patent Office (e.g.
India, the US, NZ, CA). This information can include search results issued against
corresponding patent family members, and prior art information cited or known to the
applicant, which can be considered relevant to patentability of the invention. Failure to
disclose such information in accordance with local requirements can adversely affect the
validity and enforceability of any subsequently granted patent.
7.9

Reliance on information provided

The preparation of this Report relied on information provided to Griffith Hack by 4DMedical
Limited and included access to and reliance on information contained in publicly available
databases relevant to the patent applications in Annexure 1 and the Business names of
Annexure 3. Griffith Hack takes no responsibility for the accuracy of information available in
public databases and cannot guarantee the accuracy of the information obtained from those
databases. No additional searching for patents or related patent applications or similar
business/company names in the name of 4Dx Limited, 4Dx Pty Ltd and 4DMedical Limited
was carried out by Griffith Hack.
The trade marks listed in Annexure 2 were provided by 4DMedical Limited and included
access to and reliance on information contained in publicly available databases relevant to the
trade mark applications. No additional searching for related or similar trade marks was carried
out by Griffith Hack.
8.

GRIFFITH HACK’S INTEREST

Griffith Hack is engaged by 4DMedical Limited for the purposes of producing this Report. No
employee of Griffith Hack has any financial interest in 4DMedical Limited over and above the
fees charged for the professional work done. The fees charged for the preparation of this
Report are based upon Griffith Hack’s standard rates of charging.
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9.

QUALIFICATIONS

Griffith Hack is a firm of patent and trade mark attorneys and lawyers that provide advice in
relation to all aspects of intellectual property. Griffith Hack has extensive experience
protecting and defending intellectual property rights and commercialising products and
services. Griffith Hack provides a comprehensive intellectual property service through its
patent and trade mark attorney practices, law firm, consultancy arm and through its
partnership with a major international renewal service.
10.

CONSENT

Consent for the inclusion of this Report in a Prospectus to be issued by 4DMedical Limited, in
the form in which it now appears, is granted by Griffith Hack, as at the date of this Report.
Yours sincerely
GRIFFITH HACK

Greg Munt
Principal
greg.munt@griffithhack.com
61 03 9243 8314
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ANNEXURE 1
FAMILY 1:
TITLE: Particle Image Velocimetry Suitable For X-Ray Projection Imaging
Ref.

Jurisdiction

Applicant /
Assignee

Official No.

Filing date

Status

2009904481

Earliest
priority
date
16/09/2009

1.0

Australia

1.1

WIPO (PCT)

1.2
1.3
1.4
1.5
1.6

Australia
United States
United States
United States
Europe

Monash
University
Monash
University
4Dx Limited
4Dx Limited
4Dx Limited
4Dx Limited
4Dx Limited

16/09/2009

Lapsed

PCT/AU2010/001199

16/09/2009

16/09/2010

Lapsed

2010295229
9,036,887
9,025,849
9,370,334
10816468.2

16/09/2009
16/09/2009
16/09/2009
16/09/2009
16/09/2009

16/09/2010
16/09/2010
17/08/2012
15/05/2014
16/09/2010

4Dx Limited

14159245.1

16/09/2009

16/09/2010

Japan
Japan
Singapore
New Zealand
Canada

4Dx Limited
4Dx Limited
4Dx Limited
4Dx Limited
4Dx Limited

5770733
5860505
179151
599301
2,790,588

16/09/2009
16/09/2009
16/09/2009
16/09/2009
16/09/2009

16/09/2010
12/06/2014
16/09/2010
16/09/2010
16/09/2010

India

4Dx Limited

3226 CHENP 2012

16/09/2009

16/09/2010

Granted
Granted
Granted
Granted
Under
Examination
Under
Examination
Granted
Granted
Granted
Granted
Under
Examination
Under
Examination

1.7

Europe

1.8
1.9
1.10
1.11
1.12
1.13

FAMILY 2:
TITLE: Heart Imaging Method
Ref.

Jurisdiction

2.0
2.1
2.2
2.3

Australia
WIPO (PCT)
Australia
United States

Applicant /
Assignee
4Dx Limited
4Dx Limited
4Dx Limited
4Dx Limited

Official No.
2011904256
PCT/AU2012/001225
2017248470
9,576,354

Earliest
priority date
10/10/2011
10/10/2011
10/10/2011
10/10/2011

Filing date

Status

10/10/2011
10/10/2012
18/10/2017
08/04/2012

Lapsed
Lapsed
Granted
Granted

Filing date

Status

20/04/2011

Lapsed

FAMILY 3:
TITLE: Method and device for trapping and analysing cells and the like
Ref.

Jurisdiction

Applicant /
Assignee

Official No.

3.0

Australia

2011901475

3.1

WIPO (PCT)

PCT/AU2012/000405

20/04/2011

20/04/2012

Lapsed

3.2
3.3

Australia
Australia

Monash
University
Monash
University
4DX Limited
4DX Limited

Earliest
priority
date
20/04/2011

2012245075
2017201561

20/04/2011
20/04/2011

20/04/2012
7/03/2017

Granted
Granted

12433175_1 (GHMatters) G125047
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FAMILY 4:
TITLE: Volume Gated Imaging
Ref.

Jurisdiction

Applicant /
Assignee

Official No.

4.0
4.1
4.2
4.3
4.4
4.5
4.6
4.7

Australia
WIPO (PCT)
Australia
Australia
United States
United States
Europe
Japan

4DX Pty Ltd
4DX Pty Ltd.
4DX Limited
4DX Limited
4DX Limited
4DX Limited
4DX Limited
4DX Limited

2014901375
PCT/AU2015/000219
2015246630
2017101313
10,674,987
16/857,961
15779854.7
6636500

Earliest
priority
date
15/04/2014
15/04/2014
15/04/2014
15/04/2014
15/04/2014
15/04/2014
15/04/2014
15/04/2014

Filing date

Status

15/04/2014
14/04/2015
14/04/2015
26/09/2017
14/04/2015
24/04/2020
14/04/2015
14/04/2015

Lapsed
Lapsed
Pending
Granted
Granted
Pending
Accepted
Granted

FAMILY 5:
TITLE: Method and System of Imaging
Ref.

Jurisdiction

Applicant /
Assignee

Official No.

Filing date

Status

2016900817
PCT/AU2017/000054
2017225895
16/081,854
17758997.5

Earliest
priority
date
4/03/2016
4/03/2016
4/03/2016
4/03/2016
4/03/2016

5.0
5.1
5.2
5.3
5.4

Australia
WIPO (PCT)
Australia
United States
Europe

4Dx Limited
4Dx Limited
4Dx Limited
4Dx Limited
4Dx Limited

4/03/2016
24/02/2017
24/02/2017
24/02/2017
24/02/2017

4Dx Limited

201780027712.4

4/03/2016

24/02/2017

Japan

4Dx Limited

2018546611

4/03/2016

24/02/2017

5.7

Singapore

4Dx Limited

11201807501U

4/03/2016

24/02/2017

5.8
5.9
5.10
5.11

Canada
India
New Zealand
Hong Kong

4Dx Limited
4Dx Limited
4Dx Limited
4Dx Limited

3019744
201847033177
746789
19128797.8

4/03/2016
4/03/2016
4/03/2016
4/03/2016

24/02/2017
24/02/2017
24/02/2017
24/02/2017

Lapsed
Lapsed
Pending
Pending
Under
Examination
Under
Examination
Under
Examination
Under
Examination
Pending
Pending
Pending
Pending

5.5

China

5.6

Filing date

Status

28/02/2017

Lapsed

FAMILY 6:
TITLE: Method Of Scanning And Assessing Lung And Vascular Health
Ref.

Jurisdiction

Applicant /
Assignee

Official No.

6.0

United States

62/464,540

6.1

WIPO (PCT)

PCT/AU2018/000028

28/02/2017

27/02/2018

Lapsed

6.2

Australia

4Dx Limited,
and CedarsSinai Medical
Centre
4Dx Limited,
and CedarsSinai Medical
Centre
4Dx Limited,
and CedarsSinai Medical
Centre

Earliest
priority
date
28/02/2017

2018226611

28/02/2017

27/02/2018

Pending
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6.3

United States

6.4

Europe

6.5

China

6.6

Japan

6.7

Singapore

6.8

Canada

6.9

India

6.10

New Zealand

4Dx Limited,
and CedarsSinai Medical
Centre
4Dx Limited,
and CedarsSinai Medical
Centre
4Dx Limited,
and CedarsSinai Medical
Centre
4Dx Limited,
and CedarsSinai Medical
Centre
4Dx Limited,
and CedarsSinai Medical
Centre
4Dx Limited,
and CedarsSinai Medical
Centre
4Dx Limited,
and CedarsSinai Medical
Centre
4Dx Limited,
and CedarsSinai Medical
Centre

16/489,334

28/02/2017

27/02/2018

Pending

18761241.1

28/02/2017

27/02/2018

Pending

201880027292.4

28/02/2017

27/02/2018

Under
Examination

2019-547118

28/02/2017

27/02/2018

Pending

11201907905R

28/02/2017

27/02/2018

Under
Examination

3055527

28/02/2017

27/02/2018

Pending

201947038857

28/02/2017

27/02/2018

Pending

757078

28/02/2017

27/02/2018

Pending

FAMILY 7:
TITLE: Method for validating measurement of a medical scan
Ref.

Jurisdiction

Applicant /
Assignee

Official No.

7.0

Australia

4Dx Limited

2020900516

Earliest
priority
date
24/2/2020

Filing date

Status

24/2/2020

Pending

Earliest
priority
date
27/08/2019

Filing date

Status

27/08/2019

Pending

FAMILY 8:
TITLE: Methods and systems for assessing lung function
Ref.

Jurisdiction

Applicant /
Assignee

Official No.

8.0

United States

4Dx Limited

62/892,485

12433175_1 (GHMatters) G125047
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ANNEXURE 2

Trade Mark

Country
Australia

Number
2067398

Status
Pending

Classes
10, 42

Australia

2067399

Pending

10, 42

XV TECHNOLOGY

Australia

2067397

Pending

10, 42

XV LVAS

Australia

2090299

Pending

10, 42

USA

88795747

Pending

10, 42

USA

88795758

Pending

10, 42

XV TECHNOLOGY

USA

88795763

Pending

10, 42

XV LVAS

USA

88932759

Pending

10 ,42

China

38644236

Pending

10

China

38644235

Pending

42

China

38644234

Pending

10

China

38644233

Pending

42

China

38644232

Registered

10

XV TECHNOLOGY

12433179_1 (GHMatters) G125047
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ANNEXURE 3 – COMPANY NAMES
Name

Type

Status

Registration
Date

4Dx LIMITED
formerly 4DX PTY. LTD.

Australian Company

Reg

4Dx

Business name

Reg

31 Aug 2017

4Dx GROUP

Business name

Reg

31 Aug 2017

4DMedical

Business name

Reg

20 May 2020

4DMedical Sale Co.
Limited

Wholly owned subsidiary –
Australian Company

Reg

29 May 2020

4Dx Pte. Ltd.

Wholly owned subsidiary –
Singapore Company

Reg

17 Jun 2019

4Dx, Inc.

Wholly owned subsidiary –
U.S. Company (California)

Reg

5 Jul 2016

Australian Lung Health
Initiative Pty. Ltd.

Wholly owned subsidiary –
Australian Company

Reg

21 Feb 2019

4DMedical R&D Pty.
Ltd.
formerly Notting Hill
Devices Pty. Ltd.

Wholly owned subsidiary –
Australian Company

Reg

8 Sep 2016

17 Dec 2012

12433181_1 (GHMatters) G125047
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ANNEXURE 4

Certificate of Registration
of a Company
This is to certify that
4DX PTY LTD

is a registered company under the Corporations Act 2001 and
is taken to be registered in Victoria.
The company is limited by shares.
The company is a proprietary company.
The day of commencement of registration is
the seventeenth day of December 2012.

Issued by the
Australian Securities and Investments Commission
on this seventeenth day of December, 2012.

Greg Medcraft
Chairman
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CERTIFICATE

Australian Company Number 161 684 831

ANNEXURE 5
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Certificate of Registration
on Change of Name
This is to certify that

4DX LIMITED
Australian Company Number 161 684 831
did on the second day of July 2020 change its name to

4DMEDICAL LIMITED
Australian Company Number 161 684 831

The company is limited by shares.
The company is registered under the Corporations Act 2001 and is taken to be registered in
Victoria and the date of commencement of registration is the seventeenth day of December,
2012.

Issued by the
Australian Securities and Investments Commission
on this second day of July 2020.

James Shipton
Chair
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CERTIFICATE

The company is a public company.

SEC TION 9
INDEPENDENT LIMITED ASSURANCE REPORT
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The Directors
4DMedical Limited
5/468 St. Kilda Road
Melbourne, Victoria
3004
Australia
The Directors
4DMedical SaleCo Limited
5/468 St. Kilda Road
Melbourne, Victoria
3004
Australia
6 July 2020

Dear Directors

Investigating Accountant’s Report
Independent Limited Assurance Report on 4DMedical Limited’s historical
and pro forma historical financial information and Financial Services
Guide
We have been engaged by 4DMedical Limited (the Company) to report on the historical financial
information and pro forma historical financial information of the Company for the years ended 30 June
2018 (FY18) and 30 June 2019 (FY19) and the six months ended 31 December 2018 (H1 FY19) and 31
December 2019 (H1 FY20) for inclusion in the prospectus (Offer Document) dated on or about 6 July
2020 and relating to the proposed initial public offering of fully paid ordinary shares in the Company and
the offer of certain existing shares in the Company by 4DMedical SaleCo Limited (SaleCo) and listing of the
Company on the Australian Securities Exchange (Offer).
Expressions and terms defined in the Offer Document have the same meaning in this report.
The nature of this report is such that it can only be issued by an entity which holds an Australian financial
services licence under the Corporations Act 2001. PricewaterhouseCoopers Securities Ltd, which is wholly
owned by PricewaterhouseCoopers holds the appropriate Australian financial services licence under the
Corporations Act 2001. This report is both an Investigating Accountant’s Report, the scope of which is set
out below, and a Financial Services Guide, as attached at Appendix A.

Scope
Historical Financial Information
You have requested PricewaterhouseCoopers Securities Ltd to review the following historical financial
information of the Company (the responsible party) included in the Offer Document:
•

the Statement of Financial Performance for the years ended 30 June 2018 (FY18) and 30 June 2019
(FY19) and the six months ended 31 December 2019 (H1 FY19) and 31 December 2019 (H1 FY20);

PricewaterhouseCoopers Securities Ltd, ACN 003 311 617, ABN 54 003 311 617, Holder of Australian

Financial Services Licence No 244572
2 Riverside Quay, SOUTHBANK VIC 3006, GPO Box 1331 MELBOURNE VIC 3001
T: +61 3 8603 1000, F: +61 3 8603 1999, www.pwc.com.au
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•

the Statement of Financial Position as at 31 December 2019; and

•

the Statement of Cash Flows for the years ended 30 June 2018 (FY18) and 30 June 2019 (FY19) and
the six months ended 31 December 2019 (H1 FY19) and 31 December 2019 (H1 FY20).

The historical financial information has been prepared in accordance with the stated basis of preparation,
being the recognition and measurement principles contained in Australian Accounting Standards and the
Company’s adopted accounting policies. The historical financial information has been extracted from the
financial reports of the Company for the years ended 30 June 2018 (FY18) and 30 June 2019 (FY19), which
were audited by PKF Melbourne Audit & Assurance Pty Ltd (PKF), and the financial reports of the Company
for the six months ended 31 December 2018 (H1 FY19) and 31 December 2019 (H1 FY20), which were
reviewed by PKF, both in accordance with the Australian Auditing Standards.
PKF issued unmodified audit opinions with respect to the FY18 and FY19 financial statements and issued an
unmodified review conclusion with respect to the H1 FY20 financial statements. However, without
modifying its opinions and conclusions with respect to each set of financial statements, PKF drew attention
to 4DMedical’s ability to continue as a going concern being dependant on its success in raising additional
capital. PKF noted that there was, at the time its opinions and conclusions were issued, a material
uncertainty that cast significant doubt about 4DMedical’s ability to continue as a going concern and
therefore, whether it will realise its assets and discharge its liabilities in the normal course of business and
at the amounts stated in the financial report.
The historical financial information is presented in the Offer Document in an abbreviated form, insofar as it
does not include all of the presentation and disclosures required by Australian Accounting Standards and
other mandatory professional reporting requirements applicable to general purpose financial reports
prepared in accordance with the Corporations Act 2001.

Pro Forma historical financial information
You have requested PricewaterhouseCoopers Securities Ltd to review the following pro forma historical
financial information of the Company included in the Offer Document:
•

the pro forma Statement of Financial Performance for the years ended 30 June 2018 (FY18) and 30
June 2019 (FY19) and the six months ended 31 December 2019 (H1 FY19) and 31 December 2019 (H1
FY20);

•

the pro forma Statement of Financial Position as at 31 December 2019; and

•

the pro forma Statement of Cash Flows for the years ended 30 June 2018 (FY18) and 30 June 2019
(FY19) and the six months ended 31 December 2019 (H1 FY19) and 31 December 2019 (H1 FY20);

The pro forma historical financial information has been derived from the historical financial information of
the Company, after adjusting for the effects of pro forma adjustments described in section 4 of the Offer
Document. The stated basis of preparation is the recognition and measurement principles contained in
Australian Accounting Standards and the Company’s adopted accounting policies applied to the historical
financial information and the events or transactions to which the pro forma adjustments relate, as described
in section 4 of the Offer Document, as if those events or transactions had occurred as at the date of the
historical financial information. Due to its nature, the pro forma historical financial information does not
represent the Company’s actual or prospective financial position, financial performance, and cash flows.

Directors’ responsibility
The directors of the Company are responsible for the preparation of the historical financial information and
pro forma historical financial information, including its basis of preparation and the selection and
determination of pro forma adjustments made to the historical financial information and included in the
pro forma historical financial information. This includes responsibility for its compliance with applicable
laws and regulations and for such internal controls as the directors determine are necessary to enable the
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preparation of historical financial information and pro forma historical financial information that are free
from material misstatement.

Our responsibility
Our responsibility is to express a limited assurance conclusion on the financial information based on the
procedures performed and the evidence we have obtained. We have conducted our engagement in
accordance with the Standard on Assurance Engagement ASAE 3450 Assurance Engagements involving
Corporate Fundraisings and/or Prospective Financial Information.
A review consists of making enquiries, primarily of persons responsible for financial and accounting
matters, and applying analytical and other review procedures. A review is substantially less in scope than an
audit conducted in accordance with Australian Auditing Standards and consequently does not enable us to
obtain reasonable assurance that we would become aware of all significant matters that might be identified
in an audit. Accordingly, we do not express an audit opinion.
Our engagement did not involve updating or re-issuing any previously issued audit or review report on any
financial information used as a source of the financial information.

Conclusions
Historical financial information
Based on our review, which is not an audit, nothing has come to our attention that causes us to believe that
the historical financial information of the Company, as described in section 4 of the Offer Document, and
comprising:
•

the Statement of Financial Performance for the years ended 30 June 2018 (FY18) and 30 June 2019
(FY19) and the six months ended 31 December 2019 (H1 FY19) and 31 December 2019 (H1 FY20);

•

the Statement of Financial Position as at 31 December 2019; and

•

the Statement of Cash flows for the years ended 30 June 2018 (FY18) and 30 June 2019 (FY19) and
the six months ended 31 December 2019 (H1 FY19) and 31 December 2019 (H1 FY20);

are not presented fairly, in all material respects, in accordance with the stated basis of preparation, as
described in section 4 of the Offer Document being the recognition and measurement principles contained
in Australian Accounting Standards and the Company’s adopted accounting policies.

Pro Forma historical financial information
Based on our review, which is not an audit, nothing has come to our attention that causes us to believe that
the pro forma historical financial information of the Company as described in section 4 of the Offer
Document, and comprising:
•

the pro forma Statement of Financial Performance for the years ended 30 June 2018 (FY18) and 30
June 2019 (FY19) and the six months ended 31 December 2019 (H1 FY19) and 31 December 2019 (H1
FY20);

•

the pro forma Statement of Financial Position as at 31 December 2019; and

•

the pro forma Statement of Cash Flows for the years ended 30 June 2018 (FY18) and 30 June 2019
(FY19) and the six months ended 31 December 2019 (H1 FY19) and 31 December 2019 (H1 FY20);

are not presented fairly, in all material respects, in accordance with the stated basis of preparation, as
described in section 4 of the Offer Document being the recognition and measurement principles contained
in Australian Accounting Standards and the Company’s adopted accounting policies applied to the historical
financial information and the events or transactions to which the pro forma adjustments relate, as described
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in section 4 of the Offer Document, as if those events or transactions had occurred as at the date of the
historical financial information.

Notice to investors outside Australia
Under the terms of our engagement this report has been prepared solely to comply with Australian Auditing
Standards applicable to review engagements.
This report does not constitute an offer to sell, or a solicitation of an offer to buy, any securities. We do not
hold any financial services licence or other licence outside Australia. We are not recommending or making
any representation as to suitability of any investment to any person.

Restriction on Use
Without modifying our conclusions, we draw attention to section 4 of the Offer Document, which describes
the purpose of the financial information, being for inclusion in the Offer Document. As a result, the
financial information may not be suitable for use for another purpose.

Consent

PricewaterhouseCoopers Securities Ltd has consented to the inclusion of this assurance report in the public
document in the form and context in which it is included.

Liability
The liability of PricewaterhouseCoopers Securities Ltd is limited to the inclusion of this report in the Offer
Document. PricewaterhouseCoopers Securities Ltd makes no representation regarding, and has no liability
for, any other statements or other material in, or omissions from the Offer Document.

Independence or Disclosure of Interest
PricewaterhouseCoopers Securities Ltd does not have any interest in the outcome of this Offer other than
the preparation of this report and participation in due diligence procedures for which normal professional
fees will be received.

Financial Services Guide
We have included our Financial Services Guide as Appendix A to our report. The Financial Services Guide is
designed to assist retail clients in their use of any general financial product advice in our report.
Yours faithfully

Iain Yuile
Authorised Representative of
PricewaterhouseCoopers Securities Ltd
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Appendix A – Financial Services Guide
PRICEWATERHOUSECOOPERS SECURITIES LTD

5.

Fees, commissions and other benefits we
may receive
PwC Securities charges fees to produce reports,
including this Report. These fees are negotiated
and agreed with the entity who engages PwC
Securities to provide a report. Fees are charged on
an hourly basis or as a fixed amount depending on
the terms of the agreement with the person who
engages us. In the preparation of this Report our
fees charged are $305,000 (excluding GST).
Directors or employees of PwC Securities,
PricewaterhouseCoopers, or other associated
entities, may receive partnership distributions,
salary or wages from PricewaterhouseCoopers.

6.

Associations with issuers of financial
products

FINANCIAL SERVICES GUIDE
This Financial Services Guide is dated 6 July 2020

1.

2.

3.

4.

About us
PricewaterhouseCoopers Securities Ltd (ABN 54
003 311 617, Australian Financial Services Licence
no 244572) ("PwC Securities") has been engaged
by 4DMedical Limited (the Company) and
4DMedical SaleCo Limited (SaleCo) to provide a
report in the form of an Independent
Accountant's Report in relation to the proposed
initial public offering of fully paid ordinary shares
in the Company, the offer of certain existing shares
in the Company by SaleCo and listing of the
Company on the Australian Securities Exchange
(the Offer) for inclusion in the Prospectus.
You have not engaged us directly but have been
provided with a copy of the Report as a retail client
because of your connection to the matters set out in
the Report.
This Financial Services Guide
This Financial Services Guide ("FSG") is designed
to assist retail clients in their use of any general
financial product advice contained in the Report.
This FSG contains information about PwC
Securities generally, the financial services we are
licensed to provide, the remuneration we may
receive in connection with the preparation of the
Report, and how complaints against us will be dealt
with.
Financial services we are licensed to provide
Our Australian financial services licence allows us
to provide a broad range of services, including
providing financial product advice in relation to
various financial products such as securities,
interests in managed investment schemes,
derivatives, superannuation products, foreign
exchange contracts, insurance products, life
products, managed investment schemes,
government debentures, stocks or bonds, and
deposit products.
General financial product advice
The Report contains only general financial product
advice. It was prepared without taking into account
your personal objectives, financial situation or
needs.
You should consider your own objectives, financial
situation and needs when assessing the suitability
of the Report to your situation. You may wish to
obtain personal financial product advice from the
holder of an Australian Financial Services Licence
to assist you in this assessment.
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PwC Securities and its authorised representatives,
employees and associates may from time to time
have relationships with the issuers of financial
products. For example, PricewaterhouseCoopers
may be the auditor of, or provide financial services
to, the issuer of a financial product and PwC
Securities may provide financial services to the
issuer of a financial product in the ordinary course
of its business.

7.

Complaints
If you have a complaint, please raise it with us first,
using the contact details listed below. We will
endeavour to satisfactorily resolve your complaint
in a timely manner. In addition, a copy of our
internal complaints handling procedure is available
upon request.
If we are not able to resolve your complaint to your
satisfaction within 45 days of your written
notification, you are entitled to have your matter
referred to the Australian Financial Complaints
Authority (“AFCA”), an external complaints
resolution service. AFCA can be contacted by
calling 1800 931 678. You will not be charged for
using the AFCA service.

8.

Contact Details
PwC Securities can be contacted by sending a letter
to the following address:
Iain Yuile
Authorised Representative
PricewaterhouseCoopers Securities Ltd,
2 Riverside Quay
SOUTHBANK VIC 3006
GPO Box 1331, MELBOURNE VIC 3001

SEC TION 10
TA X ATION REPORT
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Private & Confidential
The Directors
4DMedical Limited
5/468 St. Kilda Road
Melbourne
Victoria 3004
Australia
6 July 2020
Dear Directors
Prospectus – Australian Taxation Considerations
We have been engaged by 4DMedical Limited (Company) to provide a general summary of the
Australian income tax, goods and services tax (GST) and stamp duty implications for Australian tax
residents who acquire shares in the Company (Shares) under the prospectus of 4DMedical Limited
(Prospectus) issued in connection with the proposed initial public offering of Shares in the Company
and the listing of the Company on the Australian Securities Exchange.
We understand that this document will be included as Section 10 of the Prospectus, dated on or about
6 July 2020. This document should be read together with the Prospectus.
The meanings of the terms used in this letter are consistent with those contained in the Glossary at
Section 12 of the Prospectus.
Scope of Tax Comments
This document provides a general summary of Australian tax issues for Australian tax resident
investors who acquire Shares under the Prospectus.
The categories of investors considered in this summary are limited to individuals, certain companies,
trusts, partnerships and complying superannuation funds, each of whom hold their Shares on capital
account.
This summary does not consider the consequences for non-Australian tax resident investors, investors
subject to the Investment Manager Regime, or Australian tax resident investors who are insurance
companies, banks, investors that hold their Shares on revenue account or carry on a business of
trading in shares or investors who are exempt from Australian income tax. This summary also does
not cover the consequences for Australian tax resident investors who are subject to Division 230 of the
Income Tax Assessment Act 1997 (the Taxation of Financial Arrangements or “TOFA” regime).
This summary is based on the law in Australia in force at the time of issue of the Prospectus. This
summary does not take into account the tax law of countries other than Australia. This summary is
general in nature and is not intended to be an authoritative or complete statement of the applicable
PricewaterhouseCoopers, ABN 52 780 433 757

2 Riverside Quay, SOUTHBANK VIC 3006, GPO Box 1331 MELBOURNE VIC 3001
T +61 3 8603 1000, F +61 3 8603 1999, www.pwc.com.au
Liability limited by a scheme approved under Professional Standards Legislation.
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law. The taxation laws of Australia or their interpretation may change. The precise implications of
ownership or disposal of the Shares will depend upon each investor’s specific circumstances.
Investors should obtain their own advice on the taxation implications of holding or disposing of the
Shares, taking into account their specific circumstances.
1. Dividends on a Share
Individuals and complying superannuation entities
Where dividends on a Share are distributed, those dividends will constitute assessable income of an
Australian tax resident investor. Australian tax resident investors who are individuals or complying
superannuation entities should include the dividend in their assessable income in the year they derive
the dividend, together with any franking credit attached to that dividend if they are a “qualified
person” (refer further comments below). Such investors should be entitled to a tax offset equal to the
franking credit attached to the dividend subject to being a “qualified person” or where the investor
receives less than $5,000 in franking credits from all sources for the income year. The tax offset can
be applied to reduce the tax payable on the investor’s taxable income. Where the tax offset exceeds the
tax payable on the investor’s taxable income in an income year, such investors should be entitled to a
tax refund.
Where a dividend paid is unfranked, the investor will generally be taxed at their prevailing tax rate on
the dividend received with no tax offset.
Corporate Investors
Corporate investors are required to include both the dividend and any associated franking credit in
their assessable income subject to being a “qualified person”. A tax offset is then allowed up to the
amount of the franking credit on the dividend.
An Australian resident corporate investor should be entitled to a credit in its own franking account to
the extent of the franking credit attached to the dividend received. Such corporate investors can then
pass on the benefit of the franking credits to their own investor(s) on the payment of dividends.
Excess franking credits received cannot give rise to a refund, but may be able to be converted into carry
forward tax losses.
Trusts and partnerships
Investors who are trustees (other than trustees of complying superannuation entities) or partnerships
should include the dividend and franking credit in their assessable income in determining the net
income of the trust or partnership. Subject to being a “qualified person”, the relevant beneficiary or
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partner may be entitled to a tax offset equal to the beneficiary’s or partner’s share of the franking credit
received by the trust or partnership.
Shares held at risk
The benefit of franking credits can be denied where an investor is not a “qualified person” in which
case the investor will not be able to include an amount for the franking credits in their assessable
income and will not be entitled to a tax offset.
Broadly, to be a qualified person, an investor must satisfy the holding period rule including, if
necessary, the related payment rule.
The holding period rule requires an investor to hold the Shares “at risk” for more than 45 days
continuously, in the period beginning the day after the day on which the investor acquires the Shares
and ending on the 45th day after the day on which the Shares become ex-dividend. The date the
Shares are acquired and disposed of are ignored for the purposes of determining the 45 day period.
Any day on which an investor has a materially diminished risk of loss or opportunity for gain (through
transactions such as granting options or warrants over Shares or entering into a contract to sell the
Shares) will not be counted as a day on which the investor held the Shares “at risk”. This holding
period rule is subject to certain exceptions. Special rules apply to trusts and beneficiaries.
Under the related payment rule, a different testing period applies where the investor has made, or is
under an obligation to make, a related payment in relation to a dividend. A related payment is one
where an investor or their associate passes on the benefit of the dividend to another person. The
related payment rule requires the investor to have held the Shares at risk for a period of 45 days in the
period commencing on the 45th day before and ending on the 45th day after the day the Shares
become ex-dividend. Where the related payment rule applies, the concession where an investor
receives less than $5,000 in franking credits from all sources for the income year is not available.
Practically, this should not impact investors who do not pass the benefit of the dividend to another
person. Investors should obtain their own tax advice to determine if these requirements have been
satisfied.
Dividend washing rules can apply such that no tax offset is available (nor is an amount required to be
included in your assessable income) for a dividend received. Investors should consider the impact of
these rules having regard to their own personal circumstances.
2. Disposal of Shares
The disposal of a Share by an investor will be a capital gains tax (CGT) event. A capital gain will arise
where the capital proceeds on disposal exceed the cost base of the Share (broadly, the amount paid to
acquire the Share plus any transaction costs). In the case of an arm’s length on-market sale, the
capital proceeds will generally be the cash proceeds from the sale.
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A CGT discount may be applied against the capital gain (after reduction of total capital gains by capital
losses) where the investor is an individual, complying superannuation entity or trustee, the Shares
have been held for more than 12 months and certain other requirements have been met. Companies
are not entitled to the CGT discount. Where the CGT discount applies, any capital gain arising to
individuals and entities acting as trustees (other than a trust that is a complying superannuation
entity) may be reduced by one half after offsetting current year or prior year capital losses. For a
complying superannuation entity, any capital gain may be reduced by one third, after offsetting
current year or prior year capital losses.
Where the investor is the trustee of a trust that has held the Shares for more than 12 months before
disposal the CGT discount may flow through to the beneficiaries of the trust if those beneficiaries are
not companies. Investors that are trustees should seek specific advice regarding the tax consequences
of distributions to beneficiaries who may qualify for discounted capital gains.
A capital loss will be realised where the reduced cost base of the Shares exceeds the capital proceeds
from disposal. Capital losses may only be offset against capital gains realised by the investor in the
same income year or future income years, subject to certain loss recoupment tests being satisfied.
Capital losses cannot be offset against other assessable income.
3. Goods and Services Tax (GST)
Investors should not be liable for GST in respect of their investment in Shares. Investors may not be
entitled to claim full input tax credits in respect of any GST paid on costs incurred in connection with
their acquisition of the Shares. Separate GST advice should be sought by investors in this respect.
4. Stamp duty
Investors should not be liable for stamp duty in respect of their holding of Shares, unless they acquire,
either alone with an associated/related person, an interest of 90% or more in the Company. Under
current stamp duty legislation, no stamp duty would ordinarily be payable by investors on any
subsequent transfer of Shares.
Investors should seek their own advice as to the impact of stamp duty in their own particular
circumstances.
5. Tax file numbers (TFN)
Resident investors may, if they choose, notify the Company of their TFN, ABN or a relevant exemption
from withholding tax with regards to dividends. In the event the Company is not so notified, tax will
automatically be deducted at the highest marginal rate, including where relevant, the Medicare Levy,
from unfranked dividends and/or distributions.
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Resident investors may be able to claim a tax credit / rebate (as applicable) in respect of any tax
withheld on dividends in their income tax returns.

Liability
The liability of PwC is limited to the inclusion of this tax commentary as Section 10 of the Prospectus.
PwC makes no representation regarding, and has no liability for, any other statements or other
material in, or omissions from, the Prospectus.
Disclaimer
To persons receiving this document in Australia:
The PwC partnership which is providing this summary is not licensed to provide "financial product
advice" within the meaning of the Corporations Act 2001 (Cth) (Corporations Act) and the
information contained in this summary should not be read as if it were advice being provided by the
holder of an Australian Financial Services License. To the extent this summary contains any
information about a "financial product" within the meaning of the Corporations Act, please note that
taxation is only one of the matters that must be considered when making a decision about the relevant
financial product.
This summary has been prepared for general circulation and does not take into account the objectives,
financial situation or needs of any recipient. The information contained in this summary is not
intended to be, and should not be relied upon as, personal taxation or financial advice. The Australian
tax treatment of any investment may vary according to individual circumstances, and accordingly,
each recipient should, before acting on this summary, consider the appropriateness of this material
having regard to their own particular objectives, financial situation, needs or circumstances and
consider obtaining their own independent tax advice that is specific to their particular circumstances.

Yours sincerely

Vanessa Crosland
Partner
PricewaterhouseCoopers

5

144

Paul Abbey
Partner
PricewaterhouseCoopers
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11.1. Registration
The Company was registered in Victoria on 17 December 2012 as a proprietary company limited by shares.
On 23 February 2016, in accordance with section 162(1) of the Corporations Act, the Company converted from a proprietary company limited
by shares to a public company limited by shares.

11.2. Company tax status
The Company will be taxed in Australia as a public company.

11.3. Sale of Shares by SaleCo
SaleCo, a special purpose vehicle, has been established to facilitate the sale of certain Shares held by a number of Existing Shareholders (each a
Selling Shareholder). As at the Prospectus Date, the Selling Shareholders have agreed to commit to sell approximately 3.72 million Shares into the
Offer via SaleCo. In addition, certain existing holders of Options and Rights granted under the Legacy Employee Incentive Plan (see Section 6.4.4)
as well as certain existing holders of Converting Notes (see Section 7.3.4) (each a Selling Holder) are also expected to sell an additional approximately
4.22 million Shares (that are issued upon exercise and conversion of those securities after the Prospectus Date but before Listing) into the Offer
via SaleCo.
At or around the Prospectus Date, the Selling Shareholders and Selling Holders have agreed to enter into a deed poll in favour of, and for the
benefit of, the Company and SaleCo, under which Selling Shareholders irrevocably offer to sell to SaleCo a specified portion of their Existing
Shares, and Selling Holders irrevocably offer to sell to SaleCo a specified portion of the Shares they will be issued upon exercise and conversion
of the Converting Notes, Options and Rights (together forming the Sale Shares). The Sale Shares will be sold by SaleCo into the Offer, free from
encumbrances and third party rights and conditional on the ASX providing its approval that the Shares will be quoted on ASX (which approval
may be subject to usual and customary conditions).
The Sale Shares that SaleCo acquires from the Selling Shareholders and Selling Holders will be transferred to Successful Applicants at the Offer
Price. The price payable by SaleCo for these Sale Shares is the Offer Price. The Company will bear the costs of the Offer. The Company will also
issue New Shares to Successful Applicants under the Offer.
SaleCo has no material assets, liabilities or operations other than its interest in and obligations under the Underwriting Agreement and the
deed poll described above. The directors of SaleCo are Andreas Fouras, Bruce Rathie and Heath Lee who are also directors of the Company.
The Shareholders of SaleCo are Andreas Fouras, Bruce Rathie and Heath Lee. The Company has agreed to provide such resources and support
as are necessary to enable SaleCo to discharge its functions in relation to the Offer and has indemnified SaleCo in respect of the costs of the Offer.
The Company has indemnified SaleCo and the shareholders and officers of SaleCo for any loss which they may incur as a consequence of the Offer.

11.4. Corporate structure
The Company is the ultimate holding company of each of the following entities:
(a) Australian Lung Health Initiative Pty Ltd, which is responsible for carrying out the activities of the Australian Government Medical Research
Future Fund (MRFF) and currently holds Stage One of the MRFF grant, and will apply for the Stage Two grant (see Section 11.8 for
more detail);
(b) 4Dx, Inc. (a company registered in California, United States), which is responsible for the Group’s operations in the United States;
(c) 4DMedical USA Inc. (a company registered in California, United States), which will be responsible for the Group’s sales and marketing in the US;
(d) 4DMedical R&D Pty Ltd, which, following an internal restructure expected to occur after Listing, will employ certain employees and hold
certain assets of the Group and undertake the Group’s Australian R&D activities; and
(e) 4Dx Pte Ltd (a company registered in Singapore), which does not currently conduct any operational activities. The Board intends that this
entity will be the holding company of a future WFOE which will be responsible for conducting clinical trials in China.
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11.5. Long Term Incentive plan
The Company has established a Long-Term Incentive (LTI) plan to assist in the motivation, retention and reward of Senior Executives and key
personnel. The LTI plan is designed to align the interests of those participants more closely with the interests of Shareholders by providing
an opportunity for them to receive an equity interest in the Company through the grant of options or performance rights.
Under the LTI plan, Directors, management and other key employees identified by the Board can be offered the opportunity to participate
in the form of options (including options with a zero-exercise price) and/or performance rights.
The key terms of the LTI plan are set out below:
Issue

Details of LTI plan

Eligible Participant

A person is eligible to participate in the LTI plan if that person is declared by the Board to be eligible to participate
in the LTI plan and that person is a Director of any member of the Group, a full-time or part-time employee of any
member of the Group, or any other person declared by the Board to be eligible (Eligible Participant).

Securities
to be issued

As part of the LTI plan, Eligible Participants may be issued the following securities in the Company:
• Options for Shares; and
• performance Rights.
(Awards).

Payment for the
grant of Awards or
exercise of Awards

The Board may determine, in its absolute discretion, the fee (if any) payable by an Eligible Participant granted
an Award (Participant) either for the grant or exercise of the Award.

Number of securities
to be issued

Under the LTI plan, unless shareholder approval is obtained, the number of Awards which may be granted, and which
remain unexercised under the LTI plan, must not exceed in aggregate 10% of the total issued capital of the Company.
The number of Awards offered to a Participant from time to time will be determined by the Board in its absolute
discretion and in accordance with the terms of the LTI plan.
For the purposes of the Exception 13 of ASX Listing Rule 7.2, the maximum number of Awards that will be issued
in the 3 years after the Prospectus Date will be 26,476,241.

Vesting of Awards

The Board may determine, in its absolute discretion, the terms and conditions (including performance hurdles and/or
vesting conditions) which apply to the vesting of any Awards.
Any Awards held by a Participant which has not vested by the relevant expiry date determined by the Board will lapse.

Cessation of
employment

Where a Participant ceases employment or office with any member of the Group as a result of a resignation of
the Participant or a termination of that Participant’s employment or office in certain circumstances (i.e. due
to poor performance, serious or persistent breaches of their employment or engagement contract or serious
or gross misconduct):
• vested Options may continue to be exercisable up to the expiry date unless otherwise determined by the Board;
• vested performance rights which have not been exercised will be immediately exercised unless otherwise
determined by the Board; and
• any unvested Option and/or performance right held by that Participant will immediately lapse and be forfeited.
If a Participant ceases employment or office with any member of the Group for another reason other than those
specified above (i.e. dies, becomes permanently disabled, retires from the workforce or is made redundant):
• vested Options which have not been exercised will continue to be exercisable up to the expiry date;
• vested performance rights which have not been exercised will be immediately exercised; and
• the Board can determine, in its absolute discretion, the manner in which unvested Options and/or performance
rights will be dealt with.
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Issue

Details of LTI plan

Variation of LTI plan

The Board will have the power to vary the terms of the LTI plan at any time and in manner in which it thinks fit.
However, the Board may only amend a provision which materially reduces the rights of Participants in respect
of the Awards where the amendment is required for the purposes of complying with any law or the Listing Rules,
the amendment is to correct any manifest error or mistake, the amendment will provide the Participant with a more
favourable taxation treatment in relation to his or her participation in the LTI plan, or the amendment will allow
the implementation of a trust arrangement in relation to the holding of Shares granted under the LTI plan.

Change of control

If:
• a person or entity becomes a legal or beneficial owner of 50% or more of the issued share capital of the Company;
• a person or entity becomes entitled to, acquires, holds or has an equitable interest in more than 50% of the issued
share capital of the Company; or
• the Board determines that another transaction has occurred, or is likely to occur, which involves a significant
change to the structure or control of the Company which may adversely affect the value of the Options or
performance rights,
then unless otherwise determined by the Board:
• unvested Options and performance rights granted will vest where the Board considers that all vesting conditions
and performance hurdles relating to those Options or performance rights have been met;
• unvested Options and performance rights granted will vest only on a pro rata basis where relevant performance
hurdles have not yet been met; and
• any Option or performance right the Board determines will not vest as specified above will automatically lapse.

Buy-back

Subject to applicable law, the Company may buy-back Awards or Shares issued on the exercise of Awards held by
a Participant for:
• an amount agreed with the Participant;
• the market value of the Awards or the relevant Shares (without agreement of the Participant); or
• where there is a formal takeover offer made for at least 5% of the Shares, at the price or prices offered by the
bidder under the takeover offer.

Restrictions
on disposal

Awards issued to a Participant may not be assigned, transferred or encumbered with a security interest unless
otherwise agreed by the Board or that assignment or transfer occurs by force of law on the death of a Participant.
The Board may determine, in its absolute discretion whether there will be any restrictions on the disposal of
or the granting of any security interests over the Shares issued on the exercise of Awards.

Voting rights

The Awards will not give a Participant any voting rights until the relevant Awards have converted into Shares.

Dividend rights

The Awards will not give a Participant any right to participate in any dividends until the relevant Awards have converted
into Shares.
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11.6. Restricted securities and escrow arrangements
11.6.1. Mandatory Escrow
Some of the Existing Shares will be classified by the ASX as “restricted securities”, applying the Listing Rules and its discretion. In addition, certain
Options on issue upon Completion, and Shares to be issued upon conversion of the Options, Rights and Converting Notes will also be classified
by the ASX as restricted securities.
Chapter 9 of the Listing Rules precludes holders of restricted securities from disposing of those securities or an interest in those securities or
agreeing to dispose of those securities or an interest in those securities for the relevant restriction period. The holder of such securities will be
precluded from granting a security interest over those securities. However, the ASX may consent to those securities being sold under a takeover
bid or under a merger by way of a scheme of arrangement under the Corporations Act.
Certain Existing Shareholders and holders of Options, Rights and Converting Notes will be required to enter into mandatory escrow restriction
agreements with the Company in relation to certain Shares held by them, and other Existing Shareholders and holders of Options, Rights and
Converting Notes will be provided with a ‘restriction notice’ by the Company. The table below sets out the number of Shares subject to ASX
imposed escrow and the escrow periods.

Table 22: Existing Shares and Shares issued upon conversion of Options, Rights and Notes
% of total
issued
Shares in the
Company on
Completion
of the Offer
subject to
mandatory
escrow

Escrow Period

No. of Shares
held on
Completion
of the Offer,
including
after any
Sell Down5

No. of Shares
subject to
mandatory
escrow

% of
Shareholder’s
Shareholding
subject to
mandatory
escrow

Velocimetry Consulting Pty Ltd

64,838,000

64,838,000

100%

24.49%

24 months after Listing

Other Founders2/Directors/Senior Executives/
related parties (and associated entities)

21,314,968

17,227,377

80.82%

6.51%

24 months after Listing

Shareholder
1,2

3,470,700 Shares until
24 months after Listing.

Other Shareholders3

65,857,946

4,840,364

7.35%

1.83%

734,106 Shares until
24 October 2020.
565,069 Shares until
29 November 2020.
70,489 Shares until
17 December 2020.

Existing holders of Converting Notes who
will become Shareholders prior to Listing4

36,321,791

12,640,355

34.80%

4.77%

Successful applicants under the Offer

76,429,701

Nil

0.00%

0.00%

264,762,406

99,546,096

Total

10,904,100 Shares until
12 months from issue
of the Notes.
1,736,255 Shares until
12 months after issue
of the Shares.
N/A

37.60%

Notes:
1.

Managing Director and CEO Andreas Fouras has a Relevant Interest in the Shares held by Velocimetry Consulting Pty Ltd.

2.

Jordan Thurgood and SSD Nominees Pty Ltd are the Other Founders in addition to Velocimetry Consulting Pty Ltd.

3.

This includes Existing Shareholders, and holders of Options and Rights under the Legacy Employee Incentive Plan who will be issued Shares upon cancellation, exercise or
conversion of their Options and Rights. See Section 6.4.4 and 7.3 for further information.

4.

This does not include any Shares held by holders of Converting Notes prior to conversion of the Notes, and does not include Shares issued to the entity associated with
Director Heath Lee from the conversion of the 1 Note held by that entity (which is included in the second row above) and which are subject to an ASX mandatory escrow
period of until 24 months after Listing.

5.

The table above does not include any Shares that may be acquired under the Offer by Existing Shareholders, holders of Options and Rights under the Legacy Employee
Incentive Plan who will be issued Shares upon cancellation, or holders of Converting Notes. These Shares will not be subject to ASX escrow and form part of the row titled
“Successful applicants under the Offer”.
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Table 23: Options

Holder
CEO and Managing Director, Andreas Fouras

No. of Options
on Completion
of the Offer

No. of Options
subject to
mandatory
escrow

Escrow Period

6,036,693

6,036,693

24 months after Listing

494,160

494,160

24 months after Listing

6,205,162

6,205,162

24 months after Listing

34,983

34,983

24 months after Listing

Director Heath Lee
Director Julian Sutton
Helen Fouras

Other unrelated seed investors (including holders of Options
issued under the LTI plan)

Total

7,895,071

4,256,775

20,666,069

17,027,773

2,256,775 Options
until 25 October 2020
2,000,000 Options
until 1 January 2021

Final details of any such restriction or escrow arrangements will be disclosed prior to commencement of official quotation of the Shares.

11.6.2. Voluntary escrow
In addition to the mandatory restrictions set out above, certain Existing Shareholders and holders of Options, Rights and Converting Notes have
agreed to enter into voluntary escrow arrangements in relation to some or all of the balance of their Shares (after taking into account the Shares
expected to be subject to mandatory escrow) under which they will be restricted from dealing with those Shares for a 12 months escrow period
following completion of the Offer:

Shareholder

No. of Shares
held on
Completion
of the Offer
including after
any Sell Down5

No. of Shares
subject to
voluntary
escrow

% of
Shareholder’s
Shareholding
subject to
voluntary
escrow

% of total
issued
Shares in the
Company on
Completion
of the Offer
subject to
voluntary
escrow

Velocimetry Consulting Pty Ltd1,2

64,838,000

Other Founders2/Directors/Senior Executives/
related parties (and associated entities)

21,314,968

941,706

4.42%

0.36%

Other Shareholders3

65,857,946

20,995,052

31.88%

7.93%

Existing holders of Convertible Notes who
will become Shareholders prior to Listing4

36,321,791

11,780,816

32.43%

4.45%

Successful applicants under the Offer

76,429,701

Nil

0.00%

0.00%

264,762,406

33,717,574

Total

End of
Escrow Period

All Shares are subject to mandatory escrow. See Section 11.6.1.

12 months
after Listing

N/A

12.74%

Notes:
1.

Managing Director and CEO Andreas Fouras has a relevant interest in the Shares held by Velocimetry Consulting Pty Ltd.

2.

Jordan Thurgood and SSD Nominees Pty Ltd are the Other Founders, in addition to Velocimetry Consulting Pty Ltd.

3.

Includes Existing Shareholders, and holders of Options and Rights under the Legacy Employee Incentive Plan who will be issued Shares upon cancellation,
exercise or conversion of their Options and Rights. See Section 6.4.4 and 7.3 for further information.

4.

This does not include any Shares held by holders of Converting Notes prior to conversion of the Notes, and does not include Shares issued to the entity associated with
Director Heath Lee from the conversion of the 1 Note held by that entity (which is included in the second row above) and which are subject to an ASX mandatory escrow
period of until 24 months after Listing.

5.

The table above does not include any Shares that may be acquired under the Offer by Existing Shareholders, holders of Options and Rights under the Legacy Employee
Incentive Plan who will be issued Shares upon cancellation, or holders of Converting Notes. These Shares will not be subject to voluntary escrow and form part of the row
titled “Successful applicants under the Offer”.
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Each of these Shareholders will enter into a Voluntary Escrow Deed in respect of their Escrowed Shares, which will prevent them from disposing
of their Escrowed Shares during the escrow period, subject to certain exceptions.
The restriction on dealing is broadly defined and includes, among other things, selling, transferring or otherwise disposing of any interest
in the Shares, encumbering or granting a security interest over the Shares, doing, or omitting to do, any act where the act or omission would
have the effect of transferring effective ownership or control of any the Shares or agreeing to do any of those things.
Any of the escrowed Shareholders may be released early from these escrow obligations to enable:
(a) the escrowed Shareholder to accept an offer under a takeover bid in relation to its Shares, if holders of at least half of the Shares the subject
of the bid that are not escrowed, have accepted the takeover bid; and
(b) the Shares held by the escrowed Shareholder to be transferred or cancelled as part of a merger by a scheme of arrangement under Part 5.1
of the Corporations Act.
The Shares the subject of the mandatory restrictions and the voluntary restrictions are mutually exclusive, that is, the Shares are only subject
to either one or the other, not both.

11.7. Underwriting Agreement
The Company, SaleCo and the Joint Lead Managers have entered into an underwriting agreement dated 6 July 2020 (Underwriting Agreement)
pursuant to which the Joint Lead Managers have agreed to manage and underwrite the Offer on an exclusive basis.

11.7.1. Commission, fees and expenses
On the Settlement Date, the Company must pay the Joint Lead Managers a management fee equal to 4.5% of the proceeds of the Offer,
with an incentive fee equal to 1.0% of the proceeds of the Offer also payable at the Company’s sole and absolute discretion.
The Company has also agreed to reimburse the Joint Lead Managers for reasonable costs and expenses incidental to the Offer.
The Joint Lead Managers must pay any fees due to any co-managers, co-lead managers and brokers appointed by the Joint Lead Managers under
the Underwriting Agreement.

11.7.2. Termination events
A Joint Lead Manager may, at any time from the date of the Underwriting Agreement and on or before 10:00am on the Settlement Date or at any
other earlier time as specified below, terminate the Underwriting Agreement (without any cost or liability to the Joint Lead Manager by notice to
the Company, SaleCo and the other Joint Lead Manager), if any of the following events occur:
(a) (disclosures in Offer Documents) a statement in the Prospectus is misleading or deceptive or likely to mislead or deceive, or there is an omission
from the Prospectus of material required by sections 710, 711, 715A or 716 of the Corporations Act;
(b) (Supplementary Prospectus) the Company and SaleCo:
(i) issues or, in the reasonable opinion of the Joint Lead Managers is required to issue, a Supplementary Prospectus because of the operation
of section 719(1) of the Corporations Act; or
(ii) lodges a Supplementary Prospectus with ASIC in a form and substance that has not been approved by the Joint Lead Managers in
circumstances required by the Underwriting Agreement;
(c) (market fall) at any time the S&P/ASX All Ordinaries Index falls to a level that is 90% or less of the level as at the close of trading on the date
of the Underwriting Agreement and closes at or below that 90% level on two consecutive Business Days prior to the Settlement Date or
on the Business Day immediately prior to the Settlement Date;
(d) (Restriction Agreements) any of the Restriction Agreements are withdrawn, varied, terminated, rescinded, altered or amended, breached
or failed to be complied with;
(e) (listing and quotation) approval is refused or not granted, or approval is granted subject to conditions other than customary conditions, to:
(i) the Company’s admission to the Official List of ASX on or before the Shortfall Notification Date; or
(ii) the quotation of the Shares on ASX or for the Shares to be traded through CHESS on or before the Quotation Date,
or if granted, the approval is subsequently withdrawn, qualified (other than by customary conditions) or withheld;
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(f) (notifications) any of the following notifications are made in respect of the Offer:
(i) ASIC issues an order (including an interim order) under section 739 of the Corporations Act and any such inquiry or hearing is not withdrawn
within 3 Business Days or if it is made within 3 Business Days of the Settlement Date it has not been withdrawn by the day before the
Settlement Date;
(ii) ASIC holds a hearing under section 739(2) of the Corporations Act;
(iii) an application is made by ASIC for an order under Part 9.5 of the Corporations Act in relation to the Offer or an Offer Document or
ASIC commences any investigation or hearing under Part 3 of the ASIC Act in relation to the Offer or an Offer Document, and any such
application inquiry or hearing is not withdrawn within 3 Business Days or if it is made within 3 Business Days of the Settlement Date
it has not been withdrawn by the day before the Settlement Date;
(iv) any person who has previously consented to the inclusion of its name in the Prospectus (other than a Joint Lead Manager) withdraws
that consent; or
(v) any person gives a notice under section 730 in relation to the Prospectus (other than a Joint Lead Manager, co-lead manager or co-manager);
(g) (withdrawal) the Company and SaleCo withdraw the Prospectus or the Offer or any circumstance arises after lodgement of the Prospectus
with ASIC that results in the Company and/or SaleCo either repaying any money received from applicants under the Offer or offering applicants
under the Offer an opportunity to withdraw their application for Offer Shares and be repaid their application monies;
(h) (Timetable) an event specified in the Offer Timetable up to and including the Settlement Date is delayed by more than 2 Business Days
(other than any delay caused solely by the Joint Lead Managers or any delay agreed between the Company, SaleCo and the Joint Lead Managers
or a delay as a result of an extension of the exposure period by ASIC, or a delay due to the Offer timetable being amended at the direction
of ASX or ASIC);
(i) (unable to issue Shares) the Company and/or SaleCo is prevented from allotting, issuing or transferring the Shares under the Offer, by
applicable laws, an order of a court of competent jurisdiction or a Governmental Authority, within the time required by the Listing Rules;
(j) (change to Company) the Company alters the issued capital of the Company or a member of the Group, or disposes or attempts to dispose
of a substantial part of the business or property of the Group, without the prior written consent of the Joint Lead Managers (not to be
unreasonably withheld or delayed);
(k) (insolvency events) SaleCo or any member of the Group becomes Insolvent, or there is an act or omission which is likely to result in a member
of the Group becoming insolvent;
(l) (regulatory approvals) if a regulatory body withdraws, revokes or amends any regulatory approvals required for the Company or SaleCo
to perform their obligations under the Underwriting Agreement, such that the Company and/or SaleCo is rendered unable to perform its
obligations under the Underwriting Agreement;
(m) (change in management) a change in the Chief Executive Officer or Chief Financial Officer of the Company occurs, or there is a change in the
Board of Directors of the Company or SaleCo without the prior written consent of the Joint Lead Managers (which must not be unreasonably
withheld or delayed);
(n) (Transaction Documents) any of the following occurs:
(i) any of the Transaction Documents are terminated without the prior written consent of the Joint Lead Managers (such consent not
to be unreasonably withheld or delayed);
(ii) an event occurs which entitles a party to terminate any of the Transaction Documents and that party has not irrevocably waived
that right by 10.00am on the Settlement Date;
(iii) there is a breach of the Transaction Documents including a failure to satisfy a condition precedent to completion of any of the
Transaction Documents;
(iv) a condition precedent to completion of any of the Transaction Documents, in the reasonable opinion of the Joint Lead Managers,
becomes incapable of being satisfied;
(v) the Company or SaleCo waives any rights it may have under any of the Transaction Documents without the prior written consent
of the Joint Lead Managers (such consent not to be unreasonably withheld or delayed); or
(vi) any of the Transaction Documents are amended without the Joint Lead Managers’ prior written consent (such consent not to be
unreasonably withheld or delayed); or
(o) (constitution) the Company varies any term of their its constitution without the prior written consent of the Joint Lead Managers.
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11.7.3. Termination events subject to materiality
A Joint Lead Manager may, at any time from the date of the Underwriting Agreement and on or before 10:00am on the Settlement Date or at any
other time as specified below, terminate the Underwriting Agreement (without any cost or liability to the Joint Lead Manager by written notice to
the Company, SaleCo and the other Joint Lead Manager), if any of the following events occur and the Joint Lead Manager has reasonable grounds
to believe and, acting reasonably, does believe, that the event has or is likely to have a material adverse effect on the success or outcome of the
Offer, the ability of the Joint Lead Managers to settle the Offer, the subsequent market for Shares, or the condition, trading or financial position,
performance, profits and losses, results, business or operations of the Company, or will, or is likely to, give rise to a liability of the Joint Lead Manager
under, or a contravention by the Joint Lead Manager of, any applicable law:
(a) (new circumstances) there occurs a new circumstance that arises after the Prospectus Date, that would have been required to be included
in the Prospectus if it had arisen before the Prospectus Date (as applicable), that is materially adverse from the point of view of an investor;
(b) (compliance with law) any of the Offer Documents or any aspect of the Offer does not comply with the Corporations Act, the Listing Rules,
or any other applicable law or regulation;
(c) (other disclosures) a statement in any of the Offer Documents (other than the Prospectus) is or becomes misleading or deceptive or is likely
to mislead or deceive;
(d) (disclosures in the due diligence report) the due diligence report (prepared for the Offer) is, or becomes, false, misleading or deceptive,
including by way of omission;
(e) (information supplied) any information supplied (including any information supplied prior to the date of the Underwriting Agreement)
by or on behalf of a member of the Group to the Joint Lead Managers in respect of the Offer or the Group is, or is found to be, misleading
or deceptive, or is likely to mislead or deceive (including by omission);
(f) (adverse change) an event occurs which is, or is likely to give rise to:
(i) an adverse change in the assets, liabilities, financial position or performance, profits, losses or prospects of the Group from those
disclosed in the Prospectus lodged with ASIC on the Prospectus Date; or
(ii) an adverse change in the nature of the business conducted by the Group as disclosed in the Prospectus lodged with ASIC on the
Prospectus Date;
(g) (forecasts) there are not, or there ceases to be, reasonable grounds in the reasonable opinion of the Joint Lead Managers for any statement
or estimate in the Offer Documents which relate to a future matter or any statement or estimate in the Offer Documents which relate to a
future matter is, in the reasonable opinion of the Joint Lead Managers, unlikely to be met in the projected timeframe;
(h) (certificate) the Company or SaleCo does not provide a Closing Certificate as and when required by the Underwriting Agreement or a statement
in any Closing Certificate is false, misleading, inaccurate or untrue or incorrect;
(i) (hostilities) in respect of any one or more of Australia, New Zealand, the United States, the United Kingdom, Hong Kong, the Peoples’ Republic
of China, Singapore or any member state of the European Union:
(i) hostilities not presently existing commence;
(ii) a major escalation in existing hostilities occurs (whether war is declared or not);
(iii) a declaration is made of a national emergency or war (but other than a declaration made in relation to pandemics or other health emergencies
including COVID-19 which results in a material shut-down of business in any of these jurisdictions); or
(iv) a major terrorist act is perpetrated;
(j) (material contracts) if any of the obligations of the relevant parties under any of the material contracts are not capable of being performed
in accordance with their terms (in the reasonable opinion of the Joint Lead Managers) or if all or any part of any of the material contracts:
(i) is terminated, withdrawn, rescinded, avoided or repudiated;
(ii) is altered, amended or varied without the consent of the Joint Lead Managers (acting reasonably);
(iii) is breached, or there is a failure by a party to comply;
(iv) ceases to have effect, otherwise than in accordance with its terms; or
(v) is or becomes void, voidable, illegal, invalid or unenforceable (other than by reason only of a party waiving any of its rights) or capable of
being terminated, withdrawn, rescinded, avoided or withdrawn or of limited force and affect, or its performance is or becomes illegal;
(k) (change of law) there is introduced, or there is a public announcement of a proposal to introduce, a new law or regulation or government policy
in Australia (excluding a policy of the Reserve Bank of Australia) New Zealand, the United States, the United Kingdom, Hong Kong, the People’s
Republic of China, Singapore, any member state of the European Union or Papua New Guinea (other than a law or policy which has been
announced before the date of the Underwriting Agreement);
(l) (breach of laws) there is a contravention by the Company, SaleCo or any entity in the Group of the Corporations Act, the Competition
and Consumer Act 2010 (Cth), the ASIC Act, its constitution, or the Listing Rules;
(m) (representations and warranties) a representation or warranty contained in the Underwriting Agreement on the part of the Company
or SaleCo is breached, becomes not true or correct or is not performed;
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(n) (breach) the Company or SaleCo defaults on one or more of its undertakings or obligations under the Underwriting Agreement;
(o) (legal proceedings) any of the following occurs:
(i) a director of the Company or SaleCo is charged with an indictable offence;
(ii) any director of the Company or SaleCo is disqualified from managing a corporation under Part 2D.6 of the Corporations Act;
(iii) the commencement of legal proceedings against the Company or SaleCo or any of their directors in their capacity as a director
of the Company or SaleCo; or
(iv) any regulatory body commences any inquiry against any member of the Group, the Company or SaleCo;
(p) (disruption in financial markets) any of the following occurs:
(i) a general moratorium on commercial banking activities in Australia, the United Kingdom, the United States or Hong Kong or any member
state of the European Union is declared by the relevant central banking authority in those countries, or there is a disruption in commercial
banking or security settlement or clearance services in any of those countries;
(ii) trading in all securities quoted or listed on ASX, the London Stock Exchange, the New York Stock Exchange or the Hong Kong Stock Exchange
is suspended for at least 1 day on which that exchange is open for trading;
(iii) any adverse change or disruption to the existing financial markets, political or economic conditions of, or currency exchange rates or
controls in Australia, the United Kingdom, the United States, Hong Kong, or the international financial markets or any adverse change
in national or international political, financial or economic conditions; or
(iv) a change or development (which was not publically known prior to the date of the Underwriting Agreement) involving a prospective
adverse change in taxation laws affecting the Company, SaleCo or the Offer occurs;
(q) (fraud) any of the Company, SaleCo or any of their directors or officers (as those terms are defined in the Corporations Act) engage,
or have been alleged by a Governmental Authority to have engaged since the date of the Underwriting Agreement, in any fraudulent
conduct or activity whether or not in connection with the Offer;
(r) (encumbrance) other than as disclosed in the Prospectus (if any), the Company or SaleCo creates or agrees to create an encumbrance
(other than a permitted encumbrance) over the whole or a substantial part of its business or property.

11.7.4. Representations, warranties and undertakings
The Underwriting Agreement contains representations, warranties and undertakings provided by the Company and SaleCo to the Joint Lead Managers.
The representations and warranties relate to matters such as its powers and capacities, its conduct (including in respect of its compliance with
applicable laws and the ASX Listing Rules, business and status, ongoing due diligence and disclosure), the Offer Documents, the information
provided (including the Financial Information), insolvency, the conduct of the Offer, litigation and insurance.
The Company’s undertakings include that it will not, during the 120 day period after Completion of the Offer, alter its capital structure,
amend its constitution or dispose of its business or property in whole or substantial part, without the prior written consent of the Joint Lead
Managers (such consent not to be unreasonably withheld or delayed).

11.7.5. Indemnity
The Company and SaleCo agrees to keep the Joint Lead Managers and certain of the Joint Lead Managers’ affiliated parties indemnified from
losses suffered in connection with the Offer, subject to customary exclusions (including fraud, wilful misconduct, recklessness or gross negligence
of the indemnified party).

11.8. Medical Research Future Fund
In 2019 the Australian Federal Government announced a $5 billion, 10-year investment plan for the Medical Research Future Fund (MRFF)
to provide funding for ground breaking medical research and development. In anticipation of the funding opportunity, 4DMedical incorporated
the Australian Lung Health Initiative Pty Ltd (ALHI) and along with a consortium of Australian research project partners worked to integrate
4DMedical’s XV Technology into the development of the world’s first zero-dose dedicated lung scanner.
The MRFF Frontier Health and Medical Research Program will provide grants using a two-stage competitive process. Stage One provides up to
$1 million in funding to applicants to work on research plans for transformative ideas that will produce practical benefits to Australians and also
globally. ALHI applied for and was subsequently awarded a Stage One grant of $960,000, one of ten grants awarded under Stage One. Stage Two
will enable selected research plans developed under Stage One to receive investment to implement their research plans and underlying projects.
ALHI is currently developing a research plan which will form the basis of its Stage Two application. There are currently 10 other applicants seeking
to obtain the Stage Two funding, which would provide the successful applicant with the opportunity to secure between $10 million to $20 million
in funding per year for up to five years. If successful in obtaining a Stage Two grant, 4DMedical is proposing to fund ALHI’s ineligible expenditure
(notably, operational expenses) of approximately $4 million over the course of the grant, with the option to contribute further as needed.
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11.9. Related party arrangements
In addition to the arrangements set out in Section 6, the Company is a party to the following related party arrangements:
•

The spouse of Director Andreas Fouras, Helen Fouras, is employed by 4Dx, Inc. on terms that are customary and commensurate with her role
and responsibilities.

•

The Company will bear the costs of the Offer (see Section 11.16). There will be no apportionment of the costs of the Offer with Selling
Shareholders or Selling Holders (who include related parties of the Company), including in relation to the sale of Shares via SaleCo.

11.10. Material Contracts
11.10.1. Key software contract
During August 2019, the Company entered into a software end user licensing agreement and Statement of Work with Laurel Bridge Software, Inc.
(LBS) (LBS Licence). Under the LBS Licence, the Company has been granted a licence to use certain software products developed by LBS which
facilitates the anonymisation (de-identification) and delivery of medical imaging from LBS software products installed at various 4DMedical customers.
The software provided under the LBS Licence is material to the Company’s operations in the U.S. as set out in Section 3.3, providing PACS
(Picture Archive and Communication System) to PACS workflow via the LBS software products.
The key terms of the LBS Licence are as follows:
•

any amounts payable by 4DMedical in relation to licensed products are agreed between the parties under separate quotations issued by LBS
and accepted by the Company;

•

the Company is required to pay for support or software maintenance;

•

LBS may terminate the LBS Licence if the Company is in breach of the terms of the LBS Licence;

•

the LBS Licence will automatically terminate if the Company transfers, distributes or shares the capability of the licensed software to others
or allows single-user software to be used by multiple users;

•

the Company may terminate the LBS Licence by returning the licensed product to LBS;

•

all intellectual property relating to the licensed products, including the applicable software, belongs to LBS; and

•

the LBS Licence is governed by the laws of the State of Delaware, U.S.

11.10.2. Monash Agreement
The Company and Monash University are parties to a technology licence agreement that commenced in July 2013 (Monash Agreement).
Under the Monash Agreement, Monash University granted an exclusive licence to the Company to exploit certain inventions and intellectual
property relating to the fields of CT, X-ray velocimetry, airflow measurement and regional pulmonary function testing or indirect cardiac
measurement (Technology). The Technology forms part of the Company’s intellectual property portfolio as disclosed in the Intellectual
Property Report in Section 8.
In 2017, Monash University assigned its right, title and interest in Technology to the Company. However in accordance with the terms of the
Monash Agreement, the Company is still required to pay certain royalties to Monash University. The amount of the royalty is between 0.6 to 1%
of the Company’s net sales attributable to the use and exploitation of the Technology, and between 5 to 7.5% of the Company’s income derived
from licensing the Technology under commercial licensing agreements with external third parties (which does not include utilising the Technology
in delivery of the Company’s services or products). The Company shall continue to pay royalties to Monash University until such time as the
Company ceases to use the Technology, or in respect of any royalty payable by the Group’s use of the Technology in any particular jurisdiction,
at any time when the relevant patents relating to that Technology expire, lapse or are otherwise revoked or cancelled in that jurisdiction.

11.11. Consents and disclaimers of responsibility
Written consents to the issue of this Prospectus have been given and, at the time of lodgement of this Prospectus with ASIC, had not been
withdrawn by the following parties:
•

Bell Potter Securities Limited has given, and has not withdrawn prior to the lodgement of this Prospectus with ASIC, its written consent
to be named in this Prospectus as a Joint Lead Manager and a Joint Underwriter to the Offer in the form and context in which it is named.
To the extent permitted by law, Bell Potter Securities Limited takes no responsibility for any part of this Prospectus other than any reference
to its name.

•

E&P Corporate Advisory Pty Ltd has given, and has not withdrawn prior to the lodgement of this Prospectus with ASIC, its written consent
to be named in this Prospectus as a Joint Lead Manager and a Joint Underwriter to the Offer in the form and context in which it is named.
To the extent permitted by law, E&P Corporate Advisory Pty Ltd takes no responsibility for any part of this Prospectus other than any reference
to its name.
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•

Gadens has given, and has not withdrawn prior to the lodgement of this Prospectus with ASIC, its written consent to be named in this
Prospectus as Australian legal advisor to the Company (except in relation to taxation and stamp duty) in the form and context in which it
is named. Gadens takes no responsibility for any part of this Prospectus other than any reference to its name.

•

PricewaterhouseCoopers Securities Ltd has given, and has not withdrawn prior to the lodgement of this Prospectus with ASIC, its written
consent to be named in this Prospectus as the Investigating Accountant to the Company in the form and context in which it is named and has
given and not withdrawn its consent to the inclusion in this Prospectus of its Independent Limited Assurance Report in the form and context
in which it is included. PricewaterhouseCoopers Securities Ltd takes no responsibility for any part of this Prospectus other than any reference
to its name and the Independent Limited Assurance Report.

•

PricewaterhouseCoopers (the partnership) has given, and has not withdrawn prior to the lodgement of this Prospectus with ASIC, its written
consent to be named in this Prospectus as the taxation advisor to the Company in the form and context in which it is named and has given
and not withdrawn its consent to the inclusion in this Prospectus of its Taxation Report in the form and context in which it is included.
PricewaterhouseCoopers takes no responsibility for any part of this Prospectus other than any reference to its name and the Taxation Report.

•

PKF Melbourne Audit & Assurance Pty Ltd has given, and has not withdrawn prior to lodgement of this Prospectus with ASIC, its written
consent to be named in the Prospectus as auditor of the Company.

•

Griffith Hack has given, and has not withdrawn prior to the lodgement of this Prospectus with ASIC, its written consent to be named in this
Prospectus as Intellectual Property Expert to the Company in the form and context in which it is named and has given and not withdrawn its
consent to the inclusion in this Prospectus of its Intellectual Property Report in the form and context in which it is included. Griffith Hack takes
no responsibility for any part of this Prospectus other than any reference to its name and the Intellectual Property Report.

•

Frost & Sullivan has given, and has not withdrawn prior to the lodgement of this Prospectus with ASIC, its written consent to be named in
this Prospectus as the provider of the industry report which has been cited by the Company in Section 2 of the Prospectus. Frost and Sullivan
takes no responsibility for any part of this Prospectus other than any reference to its name and its industry report.

•

Link Market Services Limited has given, and has not withdrawn prior to the lodgement of this Prospectus with ASIC, its written consent to be
named in this Prospectus as the Share Registry in the form and context in which it is named. Link Market Services Limited has not authorised
or caused the issue of and expressly disclaims and takes no responsibility for any part of this Prospectus.

11.12. Substantial holders
It is expected that the following persons will have a “substantial holding” (as that term is defined in the Corporations Act) in the Company
following Completion of the Offer:
Shares

Relevant
Interest

133,263,670

50.33%

Helen Fouras1

65,688,000

24.81%

Velocimetry Consulting Pty Ltd (including Andreas Fouras)2

64,838,000

24.49%

Shareholder
4DMedical (due to having a Relevant Interest in Shares subject to Escrow Deeds)

Note:
1.

Helen Fouras will hold at Completion 850,000 Shares in her own personal capacity, as well as having a voting power in Velocimetry Consulting Pty Ltd above 20%
(and thus is deemed under Section 608(3) of the Corporations Act to also have the same Relevant Interest in the Company as Velocimetry Consulting Pty Ltd).

2.

Andreas Fouras has a voting power in Velocimetry Consulting Pty Ltd above 20% and thus is deemed under Section 608(3) of the Corporations Act to also have the same
Relevant Interest in the Company as Velocimetry Consulting Pty Ltd.

The above assumes no additional participation by the Shareholders in the Offer and does not take into account any increase in voting power
that may arise if Options (if any) held by the Shareholders are exercised.
Final holdings of all substantial holders will be notified to the ASX on the Company’s Listing.

11.13. Control implications of the Offer
The Directors do not expect any Shareholder to control the Company on Completion of the Offer (as defined in Section 50AA of the
Corporations Act).
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11.14. ASIC relief
The Company has relied on class relief granted by ASIC from section 734(2) of the Corporations Act in ASIC Corporations (Market Research and
Roadshows) Instrument 2016/79 to allow companies to conduct limited market research and roadshow presentations in relation to offers which
require a disclosure document.
The Company will also rely on class relief granted by ASIC to modify section 609 of the Corporations Act in ASIC Class Order 13/520 so that the
Company does not have a Relevant Interest in Escrowed Shares to the extent that those Escrowed Shares are subject to ASX mandatory escrow
requirements for the purposes of the Listing Rules.
The Company has applied for, and has been granted approval from ASIC, for an exemption pursuant to section 741(1)(a) of the Corporations Act from
compliance with section 734(2) (Restrictions on advertising and publicity) to allow the Company to communicate with its employees and security
holders in relation to the Offer, on the terms and subject to the conditions, set out in the relief instrument.
The Company has applied for, and has been granted in-principle approval from ASIC, for relief from section 606 of the Corporations Act allowing
the Company to acquire a Relevant Interest in 20% or more of the Shares by virtue of the Voluntary Escrow Deeds on certain conditions, as well
as a modification of section 671B of the Corporations Act to require the Company to make substantial holding disclosure of the Relevant Interest
it would have acquired, but for the relief, as a result of the Voluntary Escrow Deed.
The Company has applied for, and has been granted in-principle approval from ASIC, for an exemption from section 1020B of the Corporations Act
to avoid any breach of the short selling restrictions contained in that provision as a result of an offer of Shares by SaleCo under this Prospectus.

11.15. ASX waivers
The Company has not applied for any waivers from the Listing Rules.

11.16. Expenses of the Offer
If the Offer proceeds, the total estimated costs in connection with the Offer payable by the Company (including advisory, legal, accounting, tax,
listing and administrative fees, the Underwriter’s management fees, Prospectus design and printing, advertising, marketing, Share Registry and
other expenses) are currently estimated to be $4.4 million.

11.17. Privacy
Persons whom make an Application for Shares will be providing personal information to the Company directly or indirectly to the Share Registry
and consent to the collection, holding and use of that personal information in accordance with these terms. The Company and the Share Registry
may collect, hold and use personal information to process and assess Applications for Shares, service the needs as a security holder, facilitate
distribution payments and corporate communications with the security holder, provide facilities requested and carry out appropriate administration.
The Australian taxation legislation and the Corporations Act require personal information about Applicants, including name, address and details
about Shares, to be included on the Share register. Personal information held on the Share register must be accessible to the public under the
Corporations Act and will continue to be included on the Share register where you cease to be a security holder.
Personal information of security holders may also be used from time to time and disclosed for purposes relating to their investment to the Company’s
agents and service providers it may engage with in connection with the ordinary conduct of its operations, persons inspecting the register, bidders
for securities in the context of takeovers, regulatory bodies, including ASX, ASIC and the ATO, authorised securities brokers, legal and accounting
firms, auditors and other advisers for the purpose of advising on the Shares, print service providers, mail houses, the Share Registry and on the
basis that they deal with such information in accordance with relevant privacy laws or as otherwise required under the Privacy Act 1988 (Cth).
The Company’s agents may be located outside of Australia where your personal information may not receive the same level of protection as
required by Australian law. From time to time the Company may contract overseas commercial organisations to provide products or services
to the Company or its clients.
The Company aims to ensure the personal information it holds is accurate, complete and up to date. You may request access to, correction of and
an update to the personal information that the Company holds about you by contacting the Share Registry or the Company. You will generally be
provided access to your personal information, subject to some exceptions permitted by law. You may be required to pay a reasonable fee to the
Share Registry or the Company to gain access to your personal information. Please contact the Company or the Share Registry if you wish to lodge
a complaint about the management of your personal information, request access or amendment to your personal information or obtain further
information about the Company’s privacy practices by using the relevant contact numbers set out on the inside back cover of this Prospectus.
Collection, maintenance and disclosure of certain personal information is governed by legislation including the Privacy Act 1988 (Cth) (as amended),
the Corporations Act and certain rules such as the ASX Settlement Operating Rules. Persons who make an Application should note that if all the
information required on the Application Form is not provided, the Company may not be able to accept or process the Application.
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11.18. Litigation and claims
So far as the Directors are aware, as at the Prospectus Date, there are no legal proceedings to which the Company is a party that it believes are
likely to have a material adverse impact on the future financial results of the Company and the Directors are not aware of any such legal proceedings
that are pending or threatened.

11.19. Working capital statement
The Directors believe that, on completion of the Offer, the Company will have sufficient working capital to carry out its objectives as stated
in this Prospectus.

11.20. Governing law
This Prospectus and the contracts that arise from the acceptance of the Applications and bids under this Prospectus are governed by the law
applicable in Victoria, Australia and each Applicant and bidder submits to the exclusive jurisdiction of the courts of Victoria, Australia.

11.21. Statement of Directors
The issue of this Prospectus has been authorised by each Director and each director of SaleCo, each of whom has consented to lodgement
of the Prospectus with ASIC and the issue of the Prospectus and has not withdrawn that consent.
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Term

Meaning

4DMedical
or Company

4DMedical Limited (ACN 161 684 831).

AAS

Australian Accounting Standards.

AEST

Australian Eastern Standard Time.

ALHI

Australian Lung Health Initiative Pty Ltd (ACN 631 802 447).

Applicant

A person who submits an Application.

Application

An application for Shares under the Offer described in this Prospectus.

Application Form

Each of the paper and electronic application forms attached to, or accompanying, this Prospectus upon which
an Application may be made.

Application Monies

The amount accompanying an Application Form submitted by an Applicant.

ASIC

Australian Securities and Investments Commission.

ASIC Act

Australian Securities and Investments Commission Act 2001 (Cth).

ASX

ASX Limited (ACN 008 624 691), or where the context requires, the Australian Securities Exchange, which it operates.

ASX
Recommendations

The ASX Corporate Governance Council’s Corporate Governance Principles and Recommendations (fourth edition).

ATO

Australian Taxation Office.

Board

The board of Directors.

Broker

Any ASX participating organisation selected by the Lead Manager and the Company to act as a broker to the Offer.

Broker Firm
Applicant

A person who submits an Application under the Broker Firm Offer.

Broker Firm Offer

The invitation to Australian resident retail clients of Brokers to acquire Shares offered under this Prospectus provided
that such clients are not in the United States.

Chair

The chair of the Board.

CHESS

Clearing House Electronic Subregister System, operated in accordance with the Corporations Act.

Cleansing Offer

The Offer of 1 New Share at the Offer Price for the purpose of section 708A(11) of the Corporations Act to remove
any trading restrictions on the sale of Shares issued by the Company without disclosure under Chapter 6D of the
Corporations Act prior to the Cleansing Offer Closing Date.

Cleansing Offer
Closing Date

The date on which the Cleansing Offer is expected to close, being Thursday 13 August 2020, or such other date and
time determined by the Board.

Closing Certificate

A certificate executed by the Company and SaleCo and delivered to the Joint Lead Managers in accordance with the
Underwriting Agreement and which certifies (amongst other things) the Company and SaleCo's compliance with their
obligations under the Underwriting Agreement and the Offer.

Closing Date

The date on which the Broker Firm Offer and Priority Offer is expected to close, being 5.00pm (AEST) on Monday
10 August 2020, or such other date and time determined by the Board.
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Term

Meaning

Completion
of the Offer

Completion of the issue of Shares under this Prospectus.

Constitution

The constitution of the Company.

Converting Note
or Note

A convertible note that may convert into Shares.

Corporations Act

Corporations Act 2001 (Cth).

CY or Calendar Year

A year ended or ending 31 December.

Director

Each Director of the Company from time to time.

Dollars or $
or A$ or AUD

The lawful currency of the Commonwealth of Australia.

EBIT

Earnings before interest and taxation.

EBITDA

Earnings before interest, depreciation, amortisation and taxation.

Effective

In respect of the Offer, as at 10.00am on the Settlement Date, this agreement has not been terminated
by the Joint Lead Managers and the Offer has not been withdrawn by the Company or SaleCo.

Eligible U.S.
Fund Manager

A dealer or other professional fiduciary organised, incorporated or (if an individual) resident in the United States acting
for an account (other than an estate or trust) held for the benefit or account of persons that are not U.S. Persons for
which it has and is exercising investment discretion, within the meaning of Rule 902(k)(2)(i) of Regulation S under the
U.S. Securities Act.

Escrow Deeds

Each of the Mandatory Escrow Deed, Mandatory Escrow Notice and Voluntary Escrow Deed.

Escrowed
Shareholder

A Shareholder who is subject to ASX mandatory escrow as a result of entering into a Mandatory Escrow Deed or
being given a Mandatory Escrow Notice, or is otherwise a party to a Voluntary Escrow Deed, in relation to some
or all of their Shares (or other securities where applicable).

Escrowed Shares

Shares held by Escrowed Shareholders that are subject to either ASX mandatory escrow or voluntary escrow.

Existing Shareholder

A person holding Existing Shares as at the Prospectus Date.

Existing Shares

Shares on issue as at the Prospectus Date.

Expiry Date

The date that is 13 months after the Prospectus Date.

Exposure Period

The period commencing on the date of lodgement of this Prospectus with ASIC and ending seven days after lodgement,
subject to any extension of the period by ASIC.

FDA

United States Food and Drug Administration.

Financial Information

As defined in Section 4.1.

Founder

Each of Velocimetry Consulting Pty Ltd, Jordan Thurgood and SSD Nominees Pty Ltd, being the founding Shareholders.

FY or Financial Year

A financial year ended or ending 30 June.

Group

The Company and the Subsidiaries.
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12 Glossary
Term

Meaning

Historical Financial
Information

As defined in Section 4.1.

IFRS

International Financial Reporting Standards.

Institutional Investor

An investor to whom Shares are able to be offered under applicable laws without the need for any prospectus,
registration or other formality, including in Australia (Professional Investors and Sophisticated Investors), provided
that if such an investor is in the U.S., it is only an Institutional Investor if it is an Eligible U.S. Fund Manager.

Institutional Offer

The invitation under this Prospectus to certain Institutional Investors to apply for Shares.

Investigating
Accountant

PricewaterhouseCoopers Securities Ltd (ACN 003 311 617).

Joint Lead Managers

E&P Corporate Advisory Pty Ltd (ACN 137 980 520) and Bell Potter Securities Limited (ACN 006 390 772).

Legacy Employee
Incentive Plan

The Company's former remuneration and incentive arrangements.

Listing

Admission of the Company and its Shares to the Official List of the ASX.

Listing Rules or
ASX Listing Rules

The Official Listing rules of the ASX.

LTI Plan

The long term incentive plan described in Section 11.5.

Mandatory
Escrow Deed

The agreement between an Escrowed Shareholder and the Company to restrict disposal of their Escrowed Shares,
required by the ASX for the purposes of the ASX Listing as described in Sections 7.10 and 11.6.1.

Mandatory
Escrow Notice

The notice given by the Company to an Escrowed Shareholder to restrict disposal of their Escrowed Shares,
required by the ASX for the purposes of the ASX Listing as described in Sections 7.10 and 11.6.1.

Melbourne time

The time in Melbourne, Australia. Australian Eastern Standard Time at the Prospectus Date.

MRFF

Medical Research Future Fund.

New Shareholders

Individuals or entities that obtain New Shares.

New Shares

Shares issued pursuant to the Offer.

NPAT

Net profit after tax.

Offer

The offer of Shares under this Prospectus.

Official List

The official list of the ASX.

Offer Documents

Documents issued or published by, or on behalf of, the Company and SaleCo in respect of the Offer,
being the Prospectus, the Application Form and any supplementary or replacement Prospectus.

Offer Period

The period commencing on the Opening Date and ending on the Closing Date.

Offer Price

$0.73 per Share.

Opening Date

The date the Broker Firm Offer, the Priority Offer and Cleansing Offer opens being 9.00am (AEST) on Tuesday
14 July 2020, or such other date determined by the Board.

Option

An option to acquire a Share in consideration for payment of the applicable exercise price.
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Term

Meaning

PP&E

Property, plant and equipment.

Priority Offer

The component of the Offer under which investors who have received an invitation can apply for Shares, as discussed
in Section 7.6.

Priority Offer
Applicant

A person who submits an Application under the Priority Offer.

Professional Investor

As defined in sections 9 and 708(11) of the Corporations Act.

Prospectus

This prospectus issued by the Company and SaleCo for the purposes of Chapter 6D of the Corporations Act,
under which Shares are offered for subscription and sale.

Prospectus Date

The date of this Prospectus, being Monday 6 July 2020.

Relevant Interest

As defined in sections 9 and 608 of the Corporations Act.

R&D

Research and development.

Right

A performance right under which the holder is entitled to Shares subject to meeting certain performance hurdles
or other conditions.

Sale Shares

The Existing Shares held by Selling Shareholders and the Shares to be issued to Selling Holders, and which are being
offered for sale under the Offer via SaleCo.

SaaS

Software as a service.

Selling Holder

An existing holder of Rights or Options granted under the Legacy Employee Incentive Plan, or an existing holder of
Converting Notes, who will be issued Shares after the Prospectus Date upon the exercise and conversion of those
Options, Rights or Notes (as applicable), and who will sell those Shares via SaleCo.

Selling Shareholder

An Existing Shareholder who sell Existing Shares via SaleCo.

Senior Executive

Each of the executives described in Section 6.2.

Settlement Date

Wednesday 12 August 2020.

Share

A fully paid ordinary share in the capital of the Company.

Shareholder

A holder of Shares from time to time.

Share Registry

Link Market Services Limited (ACN 083 214 537).

Shortfall Shares

The total number of Shares under the Offer for which valid applications have not been received in accordance with the
terms of the Underwriting Agreement.

Sophisticated
Investor

Investors to whom an offer of securities does not need disclosure under Part 6D.2 of the Corporations Act pursuant to
section 708(8) of the Corporations Act.

Subsidiaries

4DMedical R&D Pty Ltd
4DMedical USA Inc.
4Dx, Inc.
4Dx Pte Ltd
Australian Lung Health Initiative Pty Ltd
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12 Glossary
Term

Meaning

Taxation Report

The report at Section 10 prepared by PricewaterhouseCoopers.

Transaction
Documents

The share sale deeds entered into by each Selling Shareholder and Selling Holder under which the relevant
Selling Shareholder or Selling Holder irrevocably offers to sell Sale Shares to SaleCo, conditional on the Offer
becoming Effective.

Underwriter

Each of the Joint Lead Managers.

Underwriting
Agreement

The underwriting agreement dated 6 July 2020 between the Company, SaleCo and the Joint Lead Managers
in connection with the Offer as described in Section 11.7.

United States or US

United States of America.

US Person

A person resident in the United States.

US Securities Act

US Securities Act of 1933, as amended.

USD or US$

The lawful currency of the US.

Voluntary
Escrow Deed

The agreement between an Escrowed Shareholder and the Company to restrict disposal of their Escrowed Shares,
entered into voluntarily by the Escrowed Shareholder as described in Sections 7.10 and 11.6.2.

WFOE

Wholly Foreign Owned Entity.
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APPENDIX A: Significant Accounting Policies
The following provides a list of the significant accounting policies adopted in the preparation of the consolidated Financial Information.
These policies have been consistently applied to all the years presented, unless otherwise stated.

(a) Basis of preparation
The Financial Information has been prepared in accordance with the requirements of the Corporations Act 2001, Australian Accounting Standards
and other authoritative pronouncements of the Australian Accounting Standards Board. The financial report has been prepared on a historical
cost basis.
The financial report is presented in Australian dollars ($).
The financial report complies with Australian Accounting Standards and International Financial Reporting Standards (IFRS) as issued by the
International Australian Accounting Standards Board.

(b) Basis of consolidation
The consolidated financial statements comprise the financial statements of the Company and its subsidiaries (together the Group). Control is
achieved when the Group is exposed, or has rights, to variable returns from its involvement with the investee and has the ability to affect those
returns through its power over the investee.
Specifically, the Group controls an investee if, and only if, the Group has:
•

Power over the investee (i.e., existing rights that give it the current ability to direct the relevant activities of the investee);

•

Exposure, or rights, to variable returns from its involvement with the investee; and

•

The ability to use its power over the investee to affect its returns.

Generally, there is a presumption that a majority of voting rights results in control. To support this presumption and when the Group has less than
a majority of the voting or similar rights of an investee, the Group considers all relevant facts and circumstances in assessing whether it has power
over an investee, including:
•

The contractual arrangement(s) with the other vote holders of the investee;

•

Rights arising from other contractual arrangements; and

•

The Group’s voting rights and potential voting rights.

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there are changes to one or more of the
three elements of control. Consolidation of a subsidiary begins when the Group obtains control over the subsidiary and ceases when the Group
loses control of the subsidiary. Assets, liabilities, income and expenses of a subsidiary acquired or disposed of during the year are included in the
consolidated financial statements from the date the Group gains control until the date the Group ceases to control the subsidiary.
Profit or loss and each component of Other Comprehensive Income (“OCI”) are attributed to the equity holders of the Parent of the Group and to
the non-controlling interests, even if this results in the non-controlling interests having a deficit balance. When necessary, adjustments are made
to the financial statements of subsidiaries to bring their accounting policies in line with the Group’s accounting policies. All intra-group assets and
liabilities, equity, income, expenses and cash flows relating to transactions between members of the Group are eliminated in full on consolidation.
A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transaction.
If the Group loses control over a subsidiary, it derecognises the related assets (including goodwill), liabilities, non-controlling interest and other
components of equity, while any resultant gain or loss is recognised in profit or loss. Any investment retained is recognised at fair value.

(c) Going concern
The Financial Information has been prepared on a going concern basis, which contemplates continuity of normal business activities and realisation
of assets and settlement of liabilities in the ordinary course of business.
The directors consider that the going concern basis on which the financial report has been prepared is appropriate.

(d) Current versus non-current classification
The Group presents assets and liabilities in the consolidated statement of financial position based on current/non-current classification. An asset
is current when it is:
•

Expected to be realised or intended to be sold or consumed in the normal operating cycle;

•

Held primarily for the purpose of trading;

•

Expected to be realised within twelve months after the reporting period; or

•

Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at least twelve months after the reporting period.

All other assets are classified as non-current.
A liability is current when:
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•

It is expected to be settled in the normal operating cycle;

•

It is held primarily for the purpose of trading;

•

It is due to be settled within twelve months after the reporting period; or

•

There is no unconditional right to defer the settlement of the liability for at least twelve months after the reporting period.

The Group classifies all other liabilities as non-current.

(e) Foreign currencies
The Group’s consolidated financial statements are presented in Australian dollars ($).
Transactions in foreign currencies are initially recorded by the Group at its respective functional currency spot rates at the date the transaction
first qualifies for recognition.
Monetary assets and liabilities denominated in foreign currencies are translated at the functional currency spot rates of exchange at the reporting
date. Differences arising on settlement or translation of monetary items are recognised in the consolidated statement of profit or loss and other
comprehensive income.

(f) Cash and cash equivalents
Cash and cash equivalents in the consolidated statement of financial position comprise of cash at bank.
For the purpose of the consolidated statement of cash flows, cash and cash equivalents consist of cash, as defined above.

(g) Inventories
Inventories are valued at the lower of cost and net realisable value.
Costs incurred in bringing each product to its present location and condition are accounted for, as follows:
•

Raw materials: purchase cost on a first-in/first-out basis; and

•

Finished goods and work in progress: cost of direct materials and labour and a proportion of manufacturing overheads based on the normal
operating capacity, but excluding borrowing costs.

(h) Property, plant and equipment
Plant and equipment is stated at cost, net of accumulated depreciation and accumulated impairment losses, if any. Such cost includes the cost
of replacing part of the plant and equipment. When significant parts of plant and equipment are required to be replaced at intervals, the Group
depreciates them separately based on their specific useful lives. Likewise, when a major inspection is performed, its cost is recognised in the
carrying amount of the plant and equipment as a replacement if the recognition criteria are satisfied. All other repair and maintenance costs are
recognised in profit or loss as incurred.
Depreciation is calculated on a straight-line basis over the estimated useful lives of the assets, as follows:
•

Furniture and fixtures

10 years

•

Workshop equipment

10 years

•

Computer equipment

4 years

•

Leasehold improvement

40 years

•

Conference assets

10 years

An item of property, plant and equipment and any significant part initially recognised is derecognised upon disposal or when no future economic
benefits are expected from its use or disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference between the net
disposal proceeds and the carrying amount of the asset) is included in the consolidated statement of profit or loss and other comprehensive
income when the asset is derecognised.
The residual values, useful lives and methods of depreciation of property, plant and equipment are reviewed at each financial year end and
adjusted prospectively, if appropriate.
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(i) Intangible assets
Internally generated intangibles, excluding capitalised development costs, are not capitalised and the related expenditure is reflected in consolidated
statement of profit or loss and other comprehensive income in the period in which the expenditure is incurred.
The useful lives of intangible assets are assessed as either finite or indefinite.
Intangible assets with finite lives are amortised over the useful economic life and assessed for impairment whenever there is an indication that the
intangible asset may be impaired.
Intangible assets with indefinite useful lives are not amortised, but are tested for impairment annually.
A summary of the policies applied to the Group’s intangible assets is, as follows:
Branding

Patents

Useful lives

Finite (40 years)

Finite (20 years)

Amortisation method used

Amortised on a straight-line basis over the period
of the brand

Amortised on a straight-line basis over the period
of the patent

Development costs
Development expenditures on an individual project are recognised as an intangible asset when the Group can demonstrate:
•

The technical feasibility of completing the intangible asset so that the asset will be available for use or sale;

•

Its intention to complete and its ability and intention to use or sell the asset;

•

How the asset will generate future economic benefits;

•

The availability of resources to complete the asset; and

•

The ability to measure reliably the expenditure during development.

Following initial recognition of the development expenditure as an asset, the asset is carried at cost less any accumulated amortisation and
accumulated impairment losses. Amortisation of the asset begins when development is complete and the asset is available for use. It is amortised
over the period of expected future benefit. Amortisation is recorded in consolidated statement of profit or loss and other comprehensive income.
During the period of development, the asset is tested for impairment when indicators of impairment are noted.

(j) Leases
In FY18 and FY19
The determination of whether an arrangement is (or contains) a lease is based on the substance of the arrangement at the inception of the lease.
The arrangement is, or contains, a lease if fulfilment of the arrangement is dependent on the use of a specific asset (or assets) and the arrangement
conveys a right to use the asset (or assets), even if that asset is (or those assets are) not explicitly specified in an arrangement. A lease is classified
at the inception date as a finance lease or an operating lease. A lease that transfers substantially all the risks and rewards incidental to ownership
to the Group is classified as a finance lease. An operating lease is a lease other than a finance lease. Operating lease payments are recognised as
an operating expense in the consolidated statement of profit or loss and other comprehensive income on a straight-line basis over the lease term.

In H1 FY20
The Group assesses at contract inception whether a contract is, or contains, a lease. That is, if the contract conveys the right to control the use
of an identified asset for a period of time in exchange for consideration.

Group as a lessee
The Group applies a single recognition and measurement approach for all leases, except for short-term leases and leases of low-value assets.
The Group recognises lease liabilities to make lease payments and right-of-use assets representing the right to use the underlying assets.

(i) Right-of-use assets
The Group recognises right-of-use assets at the commencement date of the lease (i.e., the date the underlying asset is available for use). Right-of-use
assets are measured at cost, less any accumulated depreciation and impairment losses, and adjusted for any remeasurement of lease liabilities.
The cost of right-of-use assets includes the amount of lease liabilities recognised, initial direct costs incurred, and lease payments made at or
before the commencement date less any lease incentives received. Unless the Group is reasonably certain to obtain ownership of the leased asset
at the end of the lease term, the recognised right-of-use assets are depreciated on a straight-line basis over the shorter of its estimated useful life
and the lease term.
If ownership of the leased asset transfers to the Group at the end of the lease term or the cost reflects the exercise of a purchase option, depreciation
is calculated using the estimated useful life of the asset.
The right-of-use assets are also subject to impairment.
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(ii) Lease liabilities
At the commencement date of the lease, the Group recognises lease liabilities measured at the present value of lease payments to be made over
the lease term. The lease payments include fixed payments (including in-substance fixed payments) less any lease incentives receivable, variable
lease payments that depend on an index or a rate, and amounts expected to be paid under residual value guarantees. The lease payments also
include the exercise price of a purchase option reasonably certain to be exercised by the Group and payments of penalties for terminating a lease,
if the lease term reflects the Group exercising the option to terminate. The variable lease payments that do not depend on an index or a rate are
recognised as expense in the period on which the event or condition that triggers the payment occurs.
In calculating the present value of lease payments, the Group uses the incremental borrowing rate at the lease commencement date if the interest
rate implicit in the lease is not readily determinable. After the commencement date, the amount of lease liabilities is increased to reflect the accretion
of interest and reduced for the lease payments made. In addition, the carrying amount of lease liabilities is remeasured if there is a modification,
a change in the lease term, a change in the in-substance fixed lease payments or a change in the assessment to purchase the underlying asset.

(iii) Short-term leases and leases of low-value assets
The Group applies the short-term lease recognition exemption to its short-term leases of machinery and equipment (i.e., those leases that have a
lease term of 12 months or less from the commencement date and do not contain a purchase option). It also applies the lease of low-value assets
recognition exemption to leases of office equipment that are considered of low value (i.e., below $5,000). Lease payments on short-term leases
and leases of low-value assets are recognised as expense on a straight-line basis over the lease term.

(k) Impairment of non-financial assets
The Group assesses, at each reporting date, whether there is an indication that an asset may be impaired. If any indication exists, or when annual
impairment testing for an asset is required, the Group estimates the asset’s recoverable amount. An asset’s recoverable amount is the higher of an
asset’s or cash generating units (CGU) fair value less costs of disposal and its value in use. The recoverable amount is determined for an individual
asset, unless the asset does not generate cash inflows that are largely independent of those from other assets or groups of assets. When the carrying
amount of an asset or CGU exceeds its recoverable amount, the asset is considered impaired and is written down to its recoverable amount.
Impairment losses are recognised in the consolidated statement of profit or loss and other comprehensive income as an expense.

(l) Trade and other payables
Trade and other payables are carried at amortised cost and due to their short-term nature they are not discounted. They represent liabilities for
goods and services provided to the Group prior to the end of the financial year that are unpaid and arise when the Group becomes obliged to
make future payments in respect of the purchase of these goods and services. The amounts are unsecured and are usually paid within 30-60 days
of recognition.

(m) Provisions and employee benefit liabilities
General
Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event, it is probable that an outflow of
resources embodying economic benefits will be required to settle the obligation and a reliable estimate can be made of the amount of the obligation.

Wages, salaries and sick leave
Liabilities for wages and salaries, including non-monetary benefits and accumulating sick leave which are expected to be settled within 12 months
of the reporting date are recognised in respect of employees’ services up to the reporting date. They are measured at the amounts expected to be
paid when the liabilities are settled.
Expenses for non-accumulating sick leave are recognised when the leave is taken and are measured at the rates paid or payable.

Long service leave and annual leave
The Group does not expect its long service leave or annual leave benefits to be settled wholly within 12 months of each reporting date. The Group
recognises a liability for long service leave and annual leave measured as the present value of expected future payments to be made in respect of
services provided by employees up to the reporting date using the projected unit credit method. Consideration is given to expected future wage
and salary levels, experience of employee departures, and periods of service. Expected future payments are discounted using market yields at
the reporting date on high quality corporate bonds with terms to maturity and currencies that match, as closely as possible, the estimated future
cash outflows.
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(n) Loans and borrowings
Loans and borrowings are measured initially at fair value, net of directly attributable transaction costs.
Loans and borrowings are derecognised when the obligation under the loan or borrowing is discharged, cancelled, or expires.

(o) Issued capital
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares are shown in equity as a deduction,
net of tax, from the proceeds.

(p) Share-based payments
Employees and directors (including senior executives) of the Group receive part, if not all of their remuneration in the form of share-based payments,
whereby employees and directors render services as consideration for equity instruments (equity-settled transactions). Employees and directors
working in the business development group are granted share appreciation rights. It is the intention of the Group that the options will be equity
settled (equity-settled transactions).

Equity-settled transactions
The cost of equity-settled transactions is determined by the fair value at the date when the grant is made using an appropriate valuation model.
Where it does not qualify for recognition as assets, the cost is recognised in employee benefits expense, together with a corresponding increase
in equity (other capital reserves), over the period in which the service and, where applicable, the performance conditions are fulfilled (the vesting
period). The cumulative expense recognised for equity-settled transactions at each reporting date until the vesting date reflects the extent to
which the vesting period has expired and the Group’s best estimate of the number of equity instruments that will ultimately vest.
The expense or credit in the consolidated statement of profit or loss and other comprehensive income for a period represents the movement
in cumulative expense recognised as at the beginning and end of that period.
Service and non-market performance conditions are not taken into account when determining the grant date fair value of awards, but the
likelihood of the conditions being met is assessed as part of the Group’s best estimate of the number of equity instruments that will ultimately
vest. Market performance conditions are reflected within the grant date fair value. Any other conditions attached to an award, but without an
associated service requirement, are considered to be non-vesting conditions. Non-vesting conditions are reflected in the fair value of an award
and lead to an immediate expensing of an award unless there are also service and/or performance conditions or the cost qualifies for recognition
as assets.
No expense is recognised for awards that do not ultimately vest because of non-market performance and/or service conditions have not been
met. Where awards include a market or non-vesting condition, the transactions are treated as vested irrespective of whether the market or
non-vesting condition is satisfied, provided that all other performance and/or service conditions are satisfied.
When the terms of an equity-settled award are modified, the minimum expense recognised is the grant date fair value of the unmodified award,
provided the original terms of the award are met. An additional expense, measured as at the date of modification, is recognised for any modification
that increases the total fair value of the share-based payment transaction, or is otherwise beneficial to the employee. Where an award is cancelled
by the entity or by the counterparty, any remaining element of the fair value of the award is expensed immediately through profit or loss.

(q) Government grants
Government grants are recognised where there is reasonable assurance that the grant will be received and all attached conditions will be complied
with. When the grant relates to an expense item, it is recognised as income on a systematic basis over the periods that the related costs, for which
it is intended to compensate, are expensed. When the grant relates to an asset, it is recognised as income in equal amounts over the expected
useful life of the related asset.
When the Group receives grants of non-monetary assets, the asset and the grant are recorded at nominal amounts and released to profit or loss
over the expected useful life of the asset, based on the pattern of consumption of the benefits of the underlying asset by equal annual instalments.

(r) Revenue recognition
For FY18
Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the revenue can be reliably measured,
regardless of when the payment is received. Revenue is measured at the fair value of the consideration received or receivable, taking into account
contractually defined terms of payment and excluding taxes or duty. The Group has concluded that it is the principal in all of its revenue arrangements
since it is the primary obligor in all the revenue arrangements, has pricing latitude, and is also exposed to inventory and credit risks.
The specific recognition criteria described below must also be met before revenue is recognised.
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For FY19, H1 FY19 and H1 FY20
Revenue from contracts with customers is recognised when control of the goods or services are transferred to the customer at an amount that
reflects the consideration to which the Group expects to be entitled in exchange for those goods or services. The Group has generally concluded
that it is the principal in its revenue arrangements and that it typically controls the goods or services before revenue transferring them to the customer.

Sale of goods
Revenue from sale of goods is recognised at the point in time when control of the asset is transferred to the customer, generally on delivery
of the equipment. The normal credit term is 30 to 90 days upon delivery.

Ongoing support and maintenance and software licences
The Group recognises revenue from ongoing support and maintenance and software licences over time, using an input method to measure progress
towards complete satisfaction of the services, because the customer simultaneously receives and consumes the benefits provided by the Group.

Contract balances
Contract assets
A contract asset is the right to consideration in exchange for goods or services transferred to the customer. If the Group performs by transferring
goods or services to a customer before the customer pays consideration or before payment is due, a contract asset is recognised for the earned
consideration that is conditional.

Trade receivables
A receivable represents the Group’s right to an amount of consideration that is unconditional (i.e., only the passage of time is required before
payment of the consideration is due). Trade and other receivables are held to collect contractual cash flows and give rise to cash flows representing
solely payments of principal and interest.
These are classified and measured as debt instruments at amortised cost.

Allowance for expected credit losses (ECLs)
For trade receivables and contract assets, the Group applies a simplified approach in calculating ECLs. Therefore, the Group does not track changes
in credit risk, but instead recognises a loss allowance based on lifetime ECLs at each reporting date. The Group has established a provision matrix
that is based on its historical credit loss experience, adjusted for forward-looking factors specific to the debtors and the economic environment.

Contract liabilities
A contract liability is the obligation to transfer goods or services to a customer for which the Group has received consideration (or an amount of
consideration is due) from the customer. If a customer pays consideration before the Group transfers goods or services to the customer, a contract
liability is recognised when the payment is made or the payment is due (whichever is earlier). Contract liabilities are recognised as revenue when
the Group performs under the contract.

Sale of goods
Revenue from the sale of goods is recognised when the significant risks and rewards of ownership of the goods have passed to the buyer,
usually on delivery of the goods and upon satisfaction of any agreed criteria.

(s) Finance income
Interest income is recorded using effective interest rate (EIR) method. The EIR is the rate that exactly discounts the estimated future cash receipts
over the expected life of the financial instrument or a shorter period, where appropriate, to the net carrying amount of the financial asset. Interest
income is included in finance income in the consolidated statement of profit or loss and other comprehensive income.

(t) Taxes
Current income tax
Current income tax assets and liabilities are measured at the amount expected to be recovered from or paid to the taxation authorities. The tax
rates and tax laws used to compute the amount are those that are enacted or substantively enacted at the reporting date.
Current income tax relating to items recognised directly in equity is recognised in equity and not in the consolidated statement of profit or loss and
other comprehensive income. Management periodically evaluates positions taken in the tax returns with respect to situations in which applicable
tax regulations are subject to interpretation and establishes provisions where appropriate.
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Goods and services tax (GST)
Revenues, expenses and assets are recognised net of the amount of GST, except:
•

When the GST incurred on a sale or purchase of assets or services is not payable to or recoverable from the taxation authority, in which case
the GST is recognised as part of the revenue or the expense item or as part of the cost of acquisition of the asset, as applicable; and

•

When receivables and payables are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of receivables or payables in the consolidated
statement of financial position. Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable to,
the taxation authority.
Cash flows are included in the consolidated statement of cash flows on a gross basis and the GST component of cash flows arising from investing
and financing activities, which is recoverable from, or payable to, the taxation authority is classified as part of operating cash flows.

(u) Convertible notes
Convertible notes are separated into liability and equity components based on the terms of the contract. On issuance of the convertible notes,
the fair value of the liability component is determined using a market rate for an equivalent non-convertible instrument. This amount is classified
as a financial liability measured at amortised cost (net of transaction costs) until it is extinguished on conversion or redemption.
The remainder of the proceeds is allocated to the conversion option that is recognised and included in equity. Transaction costs are deducted
from equity, net of associated income tax. The carrying amount of the conversion option is not remeasured in subsequent years. Transaction costs
are apportioned between the liability and equity components of the convertible notes, based on the allocation of proceeds to the liability and
equity components when the instruments are initially recognised.
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