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Headquartered in Calgary, Canada, XORTX Therapeutics Inc. is a clinical-stage bio- KEY STATISTICS

technology company focused on the treatment of chronic kidney disease, including au-
tosomal-dominant polycystic kidney disease (ADPKD), acute kidney injury (AKI) related

to COVID-19, and type 2 diabetic nephropathy. The company’s drugs target aberrant
purine metabolism and xanthine oxidase in order to decrease or inhibit a mechanism of
injury that includes overproduction of uric acid.

COMPANY HIGHLIGHTS
*  XRTX: Advancing Kidney Disease Therapeutics into Late-Stage Clinical Trials

* In our view, XORTX has assembled a compelling pipeline of therapeutic assets
with the potential to treat progressive kidney diseases.

*  We expect the company to advance its lead product candidate, XRx-008, into
a single, Phase 3 registration study during the second half of 2022, with initial
patient dosing likely by early 2023. We think that a series of potential milestones,

including securing a special protocol assessment (SPA) and Orphan Drug Desig-
nation, could serve as catalysts. We also think a recent pre-Phase 3 meeting with
FDA may position XRx-008 for a clearer path to market, which could enhance
prospects for a licensing deal on favorable economic terms.

*  As of June 30,2022, XORTX had C$13 .4 million ($10.5 million USD) in cash on
its balance sheet. The company completed a $5 million equity/warrant offering
in October 2022. Although we note the dilutive nature of the transaction, we see
the capital from pre-funded warrants and the potential for additional proceeds
from the exercise of warrants over time as supporting the Phase 3 program for
XRx-008.

(continued on next page)
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Key Stock Statistics

Recent price (10/26/22) $0.84
Fair Value Estimate $8.00
52 week high/low $5.89-$0.78
Shares outstanding (M) 14.4
Market cap ($M) 12.1
Dividend NA
Yield NA
Sector Overview

Sector Healthcare
Sector % of S&P 500 14.1%
Financials (M, CAD, as of 6/30/22)*

Cash & Mkt Securities 13.4
Debt 0.0
Working Capital ($M) 13.0
Current Ratio 14.0
Total Debt/Equity (%) 0.0%
Payout ratio NM
Revenue (M) TTM NM
Net Income (M) TTM NM
Net Margin NM
* Company Reports in CAD

Risk

Beta 0.48
Inst. ownership 0%
Valuation

P/E forward EPS NA
Price/Sales (TTM) NA
Price/Book (TTM) 1.2
Top Holders

Canadian Imperial Bank of Commerce Asset Managemen:
UBS Asset Management

RBC Dominion Securities Asset Management
Management

CEO Dr. Allen Davidoff
CFO Mr. Amar Keshri
CMO Dr. Stephen Haworth
Company website https://www.xortx.com
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During the fourth quarter of 2021, XORTX shares began trading
on the Nasdaq and TSX Venture (both under ticker XRTX).
As the company executes its strategic plan, we think that the
Nasdagq listing will boost investor interest in the stock.

Our sum-of-the-parts NPV valuation for the company’s lead
programs and licensing/milestone payments yields a fair value
estimate of $8 per share (C$11), well above current prices near
$0.90 (C1.30).

INVESTMENT THESIS

XORTX Therapeutics Inc., founded in 2012 and headquartered in
Calgary, Canada, is a biopharmaceutical company with two Phase
3-ready clinical programs: XRx-008, for orphan indication auto-
somal-dominant polycystic kidney disease (ADPKD), and XRx-
101, for acute kidney injury (AKI) associated with COVID-19.
A third candidate, XRx-225, is a preclinical program for type 2
diabetic nephropathy (T2DN). XORTXs focus is on the treatment
of progressive kidney diseases modulated by aberrant purine and
uric acid metabolism.

XORTX’s primary market of end-stage renal disease totaled
$74.5 billion in 2020, according to Grandview Research, and is
expected to expand at a compound annual growth rate (CAGR) of
12.7% from 2021 to 2028. The company’s technology is under-
pinned by research on the biological and health effects of aberrant
purine metabolism and chronically high serum uric acid. It focuses
on the development of proprietary formulations of oxypurinol,
which is metabolized from allopurinol, a drug approved since
1966 for the treatment of gout. Clinical studies to date suggest that
oxypurinol may be considered better tolerated than Allopurinol.
Allopurinol lowers uric acid by inhibiting the xanthine oxidase
enzyme and metabolism of xanthine and hypoxanthine the pre-
cursors of uric acid, thereby decreasing production.

Research has established a link between the progression of
kidney disease and cumulative renal crystal burden. For example,
nearly a quarter of ADPKD patients have a high incidence of gout
and more than half have hyperuricemia (uric acid levels above
the normal range). The prevalence of kidney stones in ADPKD
patients is also many times higher than in the general population.
Crystal deposition and accelerated ADPKD progression also have
been linked. As such, XORTX believes that inhibition of xanthine
oxidase activity and reducing renal crystal formation will slow the
progression of ADPKD and other kidney indications, and stabilize
kidney health.

XORTX’s pipeline is based on a proprietary technology
platform, which modifies oxypurinol to increase its solubility and
bioavailability to optimal levels based on the intended indication.
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It expects this process to reduce the side effects of oxypurinol,
allowing it to be ingested orally and used for chronic conditions.
XORTX plans to repurpose second-generation combination drugs
that use oxypurinol as the starting ingredient for the treatment of
other diseases that are marked by aberrant purine metabolism and
elevated serum uric acid levels, including pre-diabetes, insulin
resistance, metabolic syndrome, diabetes, diabetic nephropathy,
infections, and fatty liver disease.

To date, Phase 1, Phase 2, and compassionate-use clinical
trials administering oxypurinol have been conducted in more than
700 individuals, with patients showing reduced rates of rash and
liver enzyme elevation on oxypurinol compared to allopurinol.
XORTX’s drug delivery technology includes novel, proprietary
formulations designed to enhance bioavailability and protect the
kidneys. Importantly, XORTX’s candidates are not metabolized
by the liver and are largely excreted unchanged by the kidneys,
thus limiting the potential for liver toxicity -- which has been seen
in several other clinical candidates for ADPKD. This approach to
formulation has broad patent claims and recently was granted a
patent in the U.S. and in Europe with coverage through at least
2034. (We note that the team responsible for oxypurinol’s devel-
opment includes Dr. Richard Johnson, a leading kidney researcher
who is also a member of XORTXs clinical advisory board.)

We are encouraged by XORTX’s repurposing strategy, as we
believe that focusing on well understood and previously studied
compounds such as oxypurinol will result in accelerated drug
development, lower development costs, and lower risk compared
to the development of drugs based on new compounds. We note
that XORTX plans to advance its pipeline under the 505(b)2
pathway based on previous study of Oxypurinol, which has estab-
lished a solid efficacy profile and has been through a full clinical
development process in the U.S. Although oxypurinol has not
been approved anywhere on the globe for marketing, it has been
developed substantially as a replacement therapy for individuals
with “allopurinol-intolerant gout.” We think that its profile and
the unmet need in its target markets bode well for its approval
following confirmation in Phase 3 study and the filing of a new
drug application (NDA) for this use.

Further, we believe that targeting orphan indications, such as
ADPKD, can provide economic incentives, including marketing
exclusivity and the potential for higher revenue and margins.

XORTX’s lead candidate, XRx-008, is a potential first-in-
class therapy for autosomal-dominant polycystic kidney disease
(ADPKD). ADPKD is estimated to affect at least one in every
1000 individuals worldwide, making it the most common inherited

(continued on next page)

PEER COMPARISON

Recent 52-Week 52-Week Mkt. Cap 1-yr Price 1-yr Rev 1 YREPS

Company Ticker Price (§) High ($) Low ($) (SMIL) Change (%) Growth (%) Growth (%) P/E Ratio Beta Yield (%)
XORTX THERAPEUTICS INC NASDAQ: XRTX* 0.84 5.89 0.78 12 -68 NA NM NM 0.48 NA
REATA PHARMACEUTICALS INC NASDAQ: RETA 32.66 114.8 18.47 1192 -66 27 NM NM 1.08 NA
CENTESSA PHARMACEUTICALS LTD NASDAQ: CNTA 3.99 17.63 3.77 377 -75 NA NM NM NM NA
REGULUS THERAPEUTICS INC NASDAQ: RGLS 1.58 5.14 1.33 23 -66 NA NM NM 1.70 NA

* Also Listed on TSXV, ticker XRTX
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kidney disorder. Given the estimated 160,000 patients in the U.S.,
and the more than 50% of these patients likely to face end-stage
kidney disease and require dialysis or transplantation, we see
ADPKD as one of the larger orphan indications (i.e., indications
with less than 200,000 patients in the U.S.), but one that represents
an area of unmet medical need. According to a 2020 study from
BMC Health Services Research, total annual costs attributed to
ADPKD in 2018 were as high as $9.6 billion, equivalent to up to
$68,000 per patient. Once dialysis is initiated, costs are estimated
to be approximately $90,000 per individual, annually.

To date, only one drug has been approved for the treatment
of ADPKD. Tolvaptan, marketed by Otsuka Pharma as Jynarque/
Jinarc, is approved globally for the treatment of low sodium in
the blood (hyponatremia) as well as for kidney function decline
in adults at risk of rapidly progressing ADPKD. Other treatments
are often prescribed for symptom management, including hyper-
tension, kidney infections, gout, kidney stones, and pain.

Annual sales of Jynarque have exceeded $700 million, which
has been driven by its high annual cost of $156,000 per patient;
only 5,000 or so patients have been treated with the drug annually.
We attribute this low usage to the drug’s black box warning for
serious drug-induced liver injury, requiring extensive liver function
monitoring under a risk evaluation and mitigation strategy program
—acondition of FDA approval — as well as to its poor tolerability
profile. In its U.S. Phase 3 trial, 23% of enrolled patients dropped
out due to side effects. We estimate that more than 75% of ADP-
KD patients do not qualify for Jynarque prescriptions on medical
grounds, or are unable to tolerate the drug once it is prescribed. As
such, we see underlying demand for new treatments representing
a global market opportunity well above $1 billion annually, and
expect significant market expansion over time.

We view XRTX’s competitive positioning favorably, amid a
modest number of clinical-stage potential competitors for the treat-
ment of ADPKD. Reata’s bardoxolone, which is in Phase 3 study,
has reported Phase 2 results that raised safety concerns, including
cardiac disease risk and increased liver enzyme levels. In addition,
in December 2021, FDA failed to approve a new drug application
for bardoxolone in kidney disease patients with Alport Syndrome,
issuing a complete response letter, on the basis that submitted data
failed to demonstrate effectiveness in reducing the risk of progres-
sion to kidney failure. Two other candidates have been discontinued
over the past year, as Centessa’s lixivaptan was discontinued in
June 2022 due to liver safety concerns, and Sanofi’s venglustat was
discontinued in 2021 due to futility at an interim analysis. While
other newer drugs, such as PDE4 enzyme activators, have shown
promise, both as standalone treatments or in combination with
Tolvaptan, they remain in the early stages of development.

XORTX’s primary goal for XRx-008 is to inhibit xanthine
oxidase and reduce elevated uric acid in order to treat ADPKD.
Research has shown strong correlations (i.e., statistically significant
p-values) between uric acid levels/estimated glomerular filtration
rate (eGFR) and endothelial dysfunction. The XRx-008 devel-
opment program is designed to show that XRx-008 can slow the
decline in renal function typically seen in ADPKD patients while
avoiding the liver safety issues associated with Jynarque and other
recent clinical candidates.
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To date in 2022, the company has initiated a four-part phar-
macokinetic bridging study, designed to inform the pivotal study.
As of August 2022, XORTX has reported positive top-line results
for the first two parts of the study, showing a substantial increase
in oral bioavailability of XORTX’s proprietary oxypurinol formu-
lation with and without food, compared to a control formulation
under fasting conditions. Importantly, study drug showed a clean
safety profile and no drug related adverse or serious adverse events.
Part 3 of the study is designed to evaluate oral dose proportional-
ity, while Part 4 of the study will characterize multi-dose steady
state pharmacokinetics with and without food. In October 2022,
XORTX reported that Health Canada had cleared Parts 3 and 4 of
the study to be conducted in parallel with a revised “no objection”
letter, after the agency had previously signed off on the study in
its initial three=part design in April 2022.

In September 2022, FDA and XORTX conducted a Type
B pre-Phase 3 meeting. Prior to the meeting, the parties had
exchanged responses to the briefing package, relating to issues
including chemistry, manufacturing, pharmacology, toxicology,
clinical results to date, and regulatory and clinical plans. We like
that the focus of the meeting was on optimizing trial design, which
XORTX anticipates will consist of a single registration Phase
3 clinical trial to demonstrate efficacy and safety. We think the
meeting may provide XRx-008 with a clearer path to market. The
company also has requested scientific advice review to the Euro-
pean Medicines Agency’s Committee for Medicinal Products for
Human Use (CHMP), regarding its Phase 3 plans for the XRx-008
program, as it relates to marketing approval in the EU.

With close to C$20 million ($14.5 million USD) in pro-forma
cash on its balance sheet following the October 2022 financing
transaction, XORTX should have sufficient resources to achieve
a series of milestones for the XRx-008 program into late 2023,
including the completion of manufacturing, initiation of special
protocol assessment discussions with the U.S. FDA, completion
of the conducting of the pharmacokinetic bridging study, and initi-
ating patient dosing in the global pivotal trial for ADPKD. We see
potential for XRx-008 to secure FDA Orphan Drug Designation.
In aggregate, we think achieving these milestones could enable
XORTX to raise additional capital to complete the pivotal study,
which we expect will enroll up to 400 patients and will study these
patients over a 24-month period.

We expect XORTX to maintain rights to the XRx-008
program until later in the trial in order to maximize downstream
economics, but eventually to out-license the drug for commercial-
ization. We expect significant interest in XRx-008, given the favor-
able market opportunity provided by the orphan-drug indication,
the current competitive landscape for ADPKD treatments, and the
differentiated biology underpinning XORTX’s approach. We also
think that securing special protocol assessment (SPA) status for the
trial could accelerate the study timeline, increase the probability
of success, and boost interest among prospective partners.

XORTX’s second unique formulation based on oxypurinol
is XRx-101, for the treatment of acute kidney injury (AKI), with
a lead indication in patients with COVID-19. Recent published
data suggest that a high number of patients hospitalized with
COVID-19 enter the hospital with evidence of acute kidney injury
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and high uric acid levels (hyperuricemia). The data further suggest
that COVID patients with high uric acid levels have greater risk
of acute kidney and acute heart injury and potentially increased
risk of sepsis. Two studies undertaken to date, in mouse influenza
models and herpes infection, suggest that XRx-101 can inhibit
xanthine oxidase and prevent uric acid from reaching levels that
could trigger acute organ injury. However, given the decline in
COVID-19 hospitalizations and challenges for drug developers
to initiate new COVID-19 clinical studies, this program has been
slow to focus on the XRx-108 opportunity.

More broadly, AKI impacts more than three million people
annually in the U.S., Europe and Japan, and carries a high mortality
rate, particularly among patients requiring critical care. The CDC
estimates direct healthcare costs related to AKI of more than $10
billion annually in the U.S. There are no approved drugs for AKI
associated with respiratory viral infections, and current treatments
focus on managing nutrition and using off-label medicines to regu-
late blood phosphorus and potassium levels in the blood. Continued
accumulation of these metabolites typically leads to kidney failure
and dialysis.

We expect XRTX to form partnerships with academic clin-
ical trial centers that can provide data to support future new drug
marketing applications for both the U.S. FDA and the European
Medicines Agency, among other global regulatory jurisdictions,
which we think would allow for rapid enrollment in bridging
studies, followed by a proof-of-concept Phase 2/3 study.

Over the long term, we believe that XORTX is well positioned
to use its expertise with xanthine oxidase inhibitors to develop a
pipeline of treatments for progressive kidney diseases. A third
program, in the preclinical stage of development, is XRx-225 for
type 2 diabetic nephropathy. This condition is a leading cause of
kidney disease in patients starting renal replacement therapy that
can affect up to 40% of type 1 and type 2 diabetic patients. We
expect additional compounds to emerge from its platform. If the
company successfully develops its current product candidates,
we expect it to expand its R&D capabilities to focus on new drug
discovery. We note that only a small portion of the proceeds from
the October 2021 stock offering were used for early-stage R&D.

We have a positive view of the company’s June 2020 part-
nership with the Icahn School of Medicine at Mount Sinai in
New York, which is studying the incidence of acute kidney injury
and hyperuricemia in patients hospitalized with COVID-19. The
partnership’s study of patients hospitalized due to COVID-19
between March 31 and December 31, 2020 established that high
serum uric acid levels were associated with major adverse kidney
events, as well as with multi-organ injury, including cardiac injury.
Importantly, hyperuricemia was also associated with higher pro-
calcitonin and troponin levels, which are often makers for sepsis
and heart injury, respectively. XORTX has filed provisional patent
applications for these indications, which could expand its potential
market over time. Further, we believe that access to Mount Sinai’s
world-class infrastructure will enable XORTX to more efficiently
identify patients and establish appropriate dosing protocols for
future clinical trials.

The company has also formed a clinical advisory board that
includes prominent nephrologists and cardiologists. We believe the
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presence of cardiologists is important, as regulators have in the
past noted safety issues with oxypurinol in cardiovascular settings.
We also think the board benefits from the presence of academic
leaders in polycystic kidney disease and acute kidney injury and its
biomarkers, specifically. As noted above, these specialists include
Dr. Richard Johnson, a renowned expert on the mechanism of injury
associated with aberrant purine metabolism and hyperuricemia in
the kidney.

To date, XORTX has been granted six patents in the U.S.
and/or Europe, with additional filings in three new areas pending.
The patents broadly cover the use of uric-acid-lowering agents
in various patient settings as well as proprietary formulations of
xanthine oxidase inhibitors for multiple disease indications. We
expect XORTX to continue to build its IP portfolio in the U.S.
and Europe, in particular for the treatment of ADPKD and AKI
in patients both with and without COVID-19. We also expect the
company to pursue similar strategies in Japan and other markets.
We expect XORTX to obtain an orphan-drug designation for its
lead product candidate XRx-008, which would provide marketing
exclusivity and tax credits for clinical trials.

RECENT DEVELOPMENTS

In 2021, XORTX stock rose 59% compared to a 27% advance for
the S&P 500. Year-to-date in 2022, the stock has declined 63%
compared to a 20% decline for the index.

In August 2022, XORTX reported six-month 2022 results,
which showed a net loss of C$5.0 million, or C$0.38 per share,
compared to a net loss of C$2.4 million, or C$0.28 per share, for
the full year of 2021.

In October 2022, XORTX announced receipt of a further “no
objection” letter from Health Canada, which will enable Parts 3 and
4 of the ongoing XRX-OXY 101 clinical bridging pharmacokinet-
ics study to be conducted in parallel. The agency had previously
cleared the study’s initial three-part design in April 2022.

In October 2022, XORTX completed an equity/warrant
transaction that yielded approximately $5 million USD. The
offering consisted of 1.4 million units of one common share and
one warrant, and 3.4 million pre-funded warrants, all at an offering
price of $1.00 per share.

In August 2022, XORTX announced positive top-line results
for Part 2 of the three-part pharmacokinetic bridging study on
XRx-008, showing a substantial increase in oral bioavailability of
XORTX’s proprietary oxypurinol formulation provided with food,
compared to the fasted state. In addition, the drug continued to
show a clean safety and pharmacologic profile with no drug-related
adverse or serious adverse events.

In July 2022, XORTX reported positive top-line results from
Part 1 of the pharmacokinetic bridging study, showing a substantial
increase in oral bioavailability of two versions of XORTX’s pro-
prietary oxypurinol formulation. The study drug showed a clean
safety profile and no drug-related adverse or serious adverse events.

In May 2022, XORTX was granted approval for an inves-
tigational new drug application with the U.S. FDA to support its
XRx-008 clinical program for treatment of progressing kidney
disease due to autosomal dominant polycystic kidney disease
(ADPKD).
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In April 2022, XORTX was granted a new patent by for XRx-
008 covering the composition and methods for using XORTX’s
proprietary formulations of xanthine oxidase inhibitors for renal
and other diseases where aberrant purine metabolism has been
implicated in disease progression.

In January 2022, XORTX announced the appointment of
Dr. David MacDonald as chief technology officer (CTO). Dr.
MacDonald has an over 30-year track record in biopharma drug
development and leadership.

In September 2021, XORTX received a patent from the
European Patent Office covering products and methods for the
prevention and treatment of diabetic nephropathy (DN) using
uric-acid-lowering agents, and specifically xanthine oxidase in-
hibitors.

EARNINGS & GROWTH ANALYSIS

We do not expect XORTX, a development-stage company, to
generate any product revenues in 2022 or 2023. However, it could
form a strategic partnership for its lead product candidates. Such a
partnership would provide nondilutive capital from licensing fees
that could be recognized as revenue and amortized over a longer
period. We think that XORTX’s first drug submission and approval
could occur as early as 2025 and 2026, respectively.

We expect R&D investments to increase in 2022 as XORTX
begins pivotal trials of its lead product candidate. We project op-
erating expenses of C$13.4 million in 2022 and C$16.3 million in
2023, up from approximately C$3 million in 2021. We also believe
that the use of the company’s R&D platform to create new drugs
could attract additional pharma industry partners.

We forecast net losses of C$0.92 per share in 2022 and C$1.02
per share in 2023. Our estimates assume 13.3 million shares out-
standing in 2022 and 16 million in 2023.

FINANCIAL STRENGTH & DIVIDEND

Our financial strength rating on XORTX is Medium-Low. Although
we expect the company to out-license its lead clinical programs in
exchange for milestone payments and royalties on future sales, it
will still require additional capital to complete the current clinical
programs and or expand its pipeline through in-licensing. We
expect the recent uplistings to the Nasdaq and TSX Venture Ex-
changes (both under the ticker XRTX) to boost investor interest in
the stock and help the company to raise additional capital.

As of June 30, 2022, the company had cash of C$13.4 million
(US$10.5 million) and working capital of C$13 million (US$10.1
million). The company completed two equity financings in 2021,
which generated more than C$20 million in capital. We like the
current ratio of 13-times, and believe it is sufficient to enable
execution on clinical initiatives into 2023. As of June 30, 2022,
total equity was approximately C$12.2 million.

In October 2022, XORTX completed an offering of 1.4 mil-
lion share units, consisting of one common share and one warrant
to purchase one common share at $1.00 per unit. The company
also issued 3.6 million pre-funded warrant units, consisting of one
pre-funded warrant to purchase one common share, and one warrant
to purchase one common share at $1.00 per unit. In aggregate, the
offering yielded gross proceeds of $5 million USD. Concurrently,
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the company re-priced up to 910,000 in outstanding warrants
related to its 2021 public offering, from $4.77 to $1.17 per share.

In 2021, net cash outflows from operations totaled C$6.1
million, compared to net cash outflows of C$0.7 million in 2020.
Net cash from investing activities was immaterial in both years.
Net cash inflows from financing activities were C$24.5 million in
2021 and C$0.9 million in 2020.

XORTX does not pay a dividend, and we do not expect it to
initiate one in the near term.

MANAGEMENT

Allen Davidoff, Ph.D., is the company’s founder, president and
CEO. Dr. Davidoff was previously the chief scientific officer and
co-founder of Stem Cell Therapeutics Corp., which subsequently
changed its name to Trillium Therapeutics (NasdaqCM: TRIL),
recently acquired by Pfizer. He also served as its vice president of
product development, and has substantial experience in managing
new drug applications.

In June 2022, the company appointed Anthony Giovinazzo
as chairman of its board of directors. Mr. Giovinazzo has more
than 40 years of total experience and more than 25 years of ex-
perience in Central Nervous System Diseases, with expertise in
intellectual property, drug development, and commercialization,
including licensing agreements. Most recently, he was co-inventor,
chief executive officer and a director of Cynapsus Therapeutics,
which developed the first successful sublingual apomorphine thin
filmstrip for Parkinson’s disease, and was Nasdaq listed until being
acquired by Sunovion in 2016.

XORTX’s board has seven members, including six inde-
pendent directors, which we view favorably from a corporate
governance standpoint.

RISKS

XORTX faces risks inherent in drug development, including the
ability to demonstrate efficacy and safety in clinical trials, as well
as inherent competition for its lead products in the marketplace,
once securing regulatory approval. It will also need to raise outside
capital to advance its pipeline and eventually form a partnership
to out-license its lead products. It is also dependent on third-party
contractors to manufacture its drugs.

COMPANY DESCRIPTION

Headquartered in Calgary, Canada, XORTX Therapeutics Inc.
is a clinical-stage biopharmaceutical company focused on the
treatment of autosomal-dominant polycystic kidney disease (AD-
PKD), acute kidney injury (AKI) related to COVID-19, and type 2
diabetic nephropathy. The company’s drugs target aberrant purine
metabolism and xanthine oxidase in order to decrease or inhibit
the production of uric acid.

VALUATION

We think that XORTX’s therapeutic platform has been under-
appreciated by the market, which we attribute to a slow start for
late-stage clinical studies as well as a limited trading history on
the Nasdaq exchange. We also note that the company operates in
a biotech market that has lagged the broader market since the be-
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ginning of 2021 amid negative investor sentiment, particularly for
companies raising capital. We expect investor interest in XORTX
to increase as the company executes on its strategic plan to initiate
registration studies on lead candidate XRx-008, and we expect its
access to capital to benefit from its 2021 Nasdaq listing over time.

We assume a commercial launch for XRx-008 as a treat-
ment for ADPKD in 2026, which is modestly behind our initial
2025 forecast. We expect peak global sales of $1 billion in 2031,
enhanced by recent peer program discontinuations, resulting in
royalties of approximately $120 million, assuming a 16% blended
royalty rate from its eventual pharma partner. We look for XRx-008
to garner 50% of a market that we expect to expand to $2 billion,
up from about $1 billion today. We expect the company’s second
product, XRx-101, to be approved first for the treatment of acute
kidney injury in COVID-19 patients, but see the general treatment
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of acute kidney injury as a larger market that will eventually ac-
count for most XRx-101 sales. We forecast peak XRx-101 sales
of $500 million in 2034 with a 15% royalty rate.

To value the stock, we apply a multiple of seven to estimated
peak sales of both drugs. We then discount these totals back to
the end of 2022 at 20% for XRx-008, from 25% previously. This
reflects the positive pre-Phase 3 meeting and potential for a single,
registration study that we think could provide a clearer path to
market, and 30% for XRx-101. Adjusting for its fully diluted share
count of 29.7 million following its recent financing, we arrive at
an NPV of $6 per share for XRx-008, and $1 per share for XRx-
101/XRx-225, and $1.00 for expected upfront licensing fees and
milestone payments. Applying a sum-of-the-parts valuation, we
arrive at a fair value of $8 per share (C$11), well above current
prices near $0.90 (C$1.30).

Steve Silver,
Argus Research Analyst
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INCOME STATEMENT

Growth Analysis ($MIL, CAD) 2020 2021 Q1 2022 Q22022 Q3 2022E Q4 2022E 2022E Q1 2023E_ Q2 2023E Q3 2023E Q4 2023E 2023E
Revenue 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Gross Profit 0.0 0.0 0.0 0.0
G&A 0.5 1.5 2.9 3.6
R&D 0.3 0.9 9.0 12.2
Operating Income 141 2.9 -13.4 -16.3
Interest Expense 0.0 0.0 0.0 0.0
Pretax Income -1.3 1.7 -12.3 -16.3
Tax Rate (%) NM NM NM NM
Net income -1.3 1.7 -12.3 -16.3
Diluted Shares 6.7 9.8 13.3 16.0
EPS -0.19 -0.17 -0.26 -0.12 -0.25 -0.29 -0.92 -0.25 -0.27 -0.25 -0.25 -1.02
Dividend NM NM NM NM
Growth Rates (%)
Revenue NA NA NA NA
Operating Income NA NA NA NA
Net Income NA NA NA NA
EPS NA NA NA NA
Valuation Analysis
Price ($): High 3.17 6.12 NA NA
Price (§):Low 1.11 1.73 NA NA
PE: High NA NA NA NA
PE: Low NA NA NA NA
PS: High NA NA NA NA
PS: Low NA NA NA NA
Yield: High NA NA NA NA
Yield: Low NA NA NA NA
Financial & Risk Analysis ($MIL, CAD)
Cash 0.2 18.9 NA NA
Working Capital 1.0 19.5 NA NA
Current Ratio 2.0 28.8 NA NA
LTDebt/Equity (%) NM NA NA NA
Total Debt/Equity (%) NM NA NA NA
Ratio Analysis
Gross Profit Margin NA NA NA NA
Operating Margin NA NA NA NA
Net Margin NA NA NA NA
Return on Assets (%) NA NA NA NA
Return on Equity (%) NA NA NA NA
Op Inc/Int Exp NA NA NA NA
Div Payout NA NA NA NA
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DISCLAIMER

Argus Research Co. has received a flat fee from the company discussed in this report as part of a “Sponsored Research” agreement
between Argus and the company. No part of Argus Research’s compensation is directly or indirectly related to the content of this
assessment or to other opinions expressed in this report. Argus Research provides a suite of Sponsored Research services including
but not limited to initial reports with ongoing coverage and updates; proprietary Argus Research earnings estimates; distribution to
Argus Research’s clients; a license to enable the company to proactively use and distribute the report ; a press release announcing
our initial coverage and updates; and access to the Vickers Research database. The price for this suite of services generally ranges
from $22,000 to $35,000 depending on the level of services selected. Argus Research receives no part of its compensation in the
form of stock or other securities issued by the company discussed in this report, and has no long equity position or short sale posi-
tion in the company’s stock. Argus Research is not involved in underwriting securities for the subject company, and will receive no
proceeds or other financial benefit from any securities offering by the company. Argus Research; its officers, directors, and affiliates;
and the author of this report have no financial interest in, or affiliation with, the subject firm. The report is disseminated primarily
in electronic form and is made available at approximately the same time to all eligible recipients.

Argus Research Co. (ARC) is an independent investment research provider whose parent company, Argus Investors’ Counsel, Inc.
(AIC), is registered with the U.S. Securities and Exchange Commission. Argus Investors’ Counsel is a subsidiary of The Argus
Research Group, Inc. Neither The Argus Research Group nor any affiliate is a member of the FINRA or the SIPC. Argus Research
is not a registered broker dealer and does not have investment banking operations. The Argus trademark, service mark and logo are
the intellectual property of The Argus Research Group, Inc.

The information contained in this research report is produced and copyrighted by Argus Research Co., and any unauthorized use,
duplication, redistribution or disclosure is prohibited by law and can result in prosecution. The content of this report may be derived
from Argus research reports, notes, or analyses. The opinions and information contained herein have been obtained or derived from
sources believed to be reliable, but Argus makes no representation as to their timeliness, accuracy or completeness or for their fitness
for any particular purpose. This report is not an offer to sell or a solicitation of an offer to buy any security. The information and
material presented in this report are for general information only and do not specifically address individual investment objectives,
financial situations or the particular needs of any specific person who may receive this report. Investing in any security or invest-
ment strategies discussed may not be suitable for you and it is recommended that you consult an independent investment advisor.
Nothing in this report constitutes individual investment, legal or tax advice. Argus may issue or may have issued other reports that
are inconsistent with or may reach different conclusions than those represented in this report, and all opinions are reflective of judg-
ments made on the original date of publication. Argus is under no obligation to ensure that other reports are brought to the attention
of any recipient of this report. Argus shall accept no liability for any loss arising from the use of this report, nor shall Argus treat all
recipients of this report as customers simply by virtue of their receipt of this material. Investments involve risk and an investor may
incur either profits or losses. Past performance should not be taken as an indication or guarantee of future performance.

Argus has provided independent research since 1934. Argus Investors’ Counsel (AIC), a portfolio management business based
in Stamford, Connecticut, is a customer of Argus Research Co. (ARC), based in New York. Argus Investors’ Counsel pays Argus
Research Co. for research used in the management of the AIC core equity strategy and model portfolio and UIT products, and has
the same access to Argus Research Co. reports as other customers. However, clients and prospective clients should note that Argus
Investors’ Counsel and Argus Research Co., as units of The Argus Research Group, have certain employees in common, including
those with both research and portfolio management responsibilities, and that Argus Research Co. employees participate in the man-
agement and marketing of the AIC core equity strategy and UIT and model portfolio products.
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