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DarioHealth, Inc. (Nasdaqg: DRIO)
Asymmetric Risk/Reward Opportunity as Business Transformation I

Drives Inflecting Revenue & Margins...+300% Upside Potential Key Statistics:

Key Statistics:

Price: 54.43
Recommendation: Buy Market Capitalization: 5103
H . Enterprize Value (EV): 558
Price Target: $18 Base Case ($28 Bull Case) Cashp& Equi'.falengs: ! o
Return Potential: +300% Upside (Base Case) Total Debt: 573
Shares Cutstanding: 23.0
Float: 20,0
Portfolio Manader Summary: Short Interest (% of Float): 5.2%
We are Long shares of DarioHealth, Inc. (DR1O) and have established a Base Days to Cover (DTC): 8.0
. . . . ADTV (Shares): 0.20
case $18 PT. We believe that DarioHealth is one of the most attractive small-cap ADTV (S): 209
growth assets in the entirety of the Healthcare sector, with similar attractive value Adj Beta (Bmo): 118
propositions for both Consumerand Technology sector investors. Based on our 52Wk High / % 51938  (76.8°
deep duediligence (significant hours of work spent interviewing management, S2-Wk Low /%o $3.66 22.4%
employees, and industry channelchecks) and our fairly conservative financial
forecaststhat contemplate material upside to current Street consensus estimates, *Values in millions, except per share data.

we believe that DarioHealth is ata materialinflection point in terms of user Source: Sloomberg.

adoption (across nationalhealth plans, self-insured employers, healthcare

provider groups), revenue growth, and margin expansion. These inflecting
Sales 10 20 32 40 Py

fundamentals in the business are paired with a very comfortable balance sheet 2020a (517 518 520 521 576
($68mn of cash; 66% of market cap in cash); a demonstrable pathway to 2021a 536 $53 556 560 5205
profitability (JCe: 2025); a business modelvalidated by reputable mega-cap 2022e [ 381 SB2Z  57E S84 502

.- . - . 2023 5118 S150 S$165 S17.5 35608
strategic investors/partners (i.e. Sanofi,CVS Health/Aetna); and an extremely

digestible (and de-risked) valuationatonly 1x 2024 EV/Sales fora >60% 2022- Source: Company reports, Jaguar Capital estimates.
2025 revenue CAGR at 70%+ gross margin (vs Comps at ~5x, despite DRIO
growing >3x faster)...an impressive setup in our view.

The key tenets of our thesis include...
1) Structural Growth; Huge Market; Win/Win/Win Value Proposition: DRIO is a leading DTx company focused on

chronic condition management (i.e. Diabetes, Hypertension, Musculoskeletal, Behavioral Health). A transformed SaaS
business modelwill drive materialrevenue in >$200bn TAM.

2) P&L Inflection: Top-Tier Growth Profile + Skyrocketing Margins: We model a best-in-class +64% CAGR for2022-
2025e with GMx of ~3,800bp by 2025e, driven by rapid B2B client uptake and positive mix shift. Clear line of sight to
profitability in 2025e.

3) Major Strategic Partners/Clients are Business Model Validation: DRIO hasexecuted multiple strategic/channelpartners,
mostimportantly Sanofi(SNY). Company recently signed a “Top 5” nationalhealth plan (Aetna). Expect more MedTech &
Telehealth partnersnear-term.

4) Material Upside to Street Estimates Will Drive Tremendous Multiple Expansion: We model2023/2024 revenue
74%/81% above Street, respectively. 2024e GM% should beat Street by >1,000bp. Company should cash flow breakeven by
YE24 with EBITDA profits in 2025e,ahead of consensus.

5) Robust Near-Term Catalyst Pathway: Expect many near-term catalyststhat could be transformational: CVS/Aetna update
on DTx program, 3Q Beat/Raise, Regional Health Plan deal, a new major MedTech strategic partnersigning, a new
Telehealth partnersigning, and SNY investment.

*continued...
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6)

7

8)

9)

10)

Cash is a Non-Issue: Company has$68mn (66% of mkt cap), hasaccessto another $25mn facility,and will sign several new
strategic partnersthatwill each bring revenue/investment cash infusions near-term. Burn is rapidly slowing. Funded into
2025 where they turn profitable.

Strong Insider Ownership = Golden Parachute for Shareholders: Insiders own a healthy 13% of the company, though
57% institutional ownership hasroom to improve. Several high profile investors have been strong anchors. If push comesto
shove, we see the company beingsold.

Potential for Shareholder Activism: Given flagging stock performance since 2021, we believe anchorshareholdersor
newcomers may potentially push for strategic changesatthe company in order to maximize value. We see potentialfor a
range of outcomesin the $15-30range.

Valuation is Extremely Compelling; Floor Is In; Business Inflection => $18 Base Case: DRIO tradesata mere 1x 2024e
EV/sales vs compsat4-5x, despite a similar GM% profile buta >3x CAGR profile, which is unwarranted. Our $18 PT
blends EV/Sales, EV/EBITDA, P/E, and DCF.

Clear M&A Targetin HCIT / Value-Based Care / Digital Health Ecosystem: M&A in the HCIT/DTx & value-based care
sectors is heatingup. We see DRIO having multiple potentialsuitors and tremendousstrategic value to many large players
(e.g. CVS, CI, AMZN, WBA, BDX, SNY, etc.).

Please see inside for further detailson our Bullish thesis....
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Thesis:

1)

Structural Growth Tailwinds; Huge & Underpenetrated Market; Win/Win/Win Value Proposition: DRIO is a Digital
Therapeutics (DTx) health platform company that offers chronic condition care management using health coaching and its
Al-driven infrastructure to continuously promote connected care and improved patient outcomesforthose living with chronic
conditions (i.e. Diabetes, Hypertension, Musculoskeletal issues, Weight Management, & Behavioral Health). In total, these
conditions sport a massive total addressable market (TAM) of >$200bn in the US alone, with ~150mn US patientshaving
some sort of chronic conditionand 1 in 4 adultsexperiencing 2 or more conditions (high comorbidity rates). With improved
condition management, patientshave better long-term health outcomes (patients win), employers & payersspend less on
healthcare expenditures/services (payers win; 3.4x ROI per company data), and the company wins aswell (shareholders win).
Historically, DRIO had beena niche direct-to-consumer (DTC) diabetes device company (blood glucose monitoring via a
discrete SmartPhone interface),but over the last several years management has “skated to where the puck was going” and
engaged in numerous acquisitions (i.e. WayForward, Upright Technologies, Physimax)to build outa chronic care ecosystem
which hastransformed the company into a SaaS business modelwith highly sticky recurring revenue (billing on a ‘Per
Member, Per Month’ basis, or PMPM) and rapidly inflecting margins, which following recent capitalinfusions from top-tier
healthcare investors, provides a clear path to profitability.
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Validation Supported by Outcomes

Dario's Hyper-personalized Approach Leads to better Outcomes
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2) P&L Inflection: Top-Tier Growth Profile + Skyrocketing Margins: DarioHealth is poised to deliver top-tier revenue
growth across our Healthcare universe over at least the next five years. While starting from a modest level a few yearsago
(2020 revenue of $7.6mn), we estimate they will deliver $30.2mnin 2022 and $133.2mnin 2025 (a +64% CAGR for 2022-
2025). DarioHealth startedasa DTC company, but in 2020 they made the decision to pivot their business model to a
recurring revenue, Digital Health SaaSmodel, closing their first B2B contractin late 2020. By theend of 2021, the company
had amassed animpressive 51 contracted clients and hassince guided to reaching 100+ clients totalfor 2022, or a modest
100%-+ growth in clients (nationalhealth plans, self-insured employers, healthcare provider groups). The company had
reached 71 clients asof 2Q22 end (and 248k users), which placesthem well ontrack to exceed prior targetsgiven that3Q
and especially 4Q are the largest contract seasonality quartersand benefit managerssign deals before the next calendaryear
(~70% of employers are on a Jan-Dec CY cycle). On top of these client objectives, managementhasalready inked 11+
strategic and channelpartnersthat we expect will pay dividendsin the future asthe platform is promoted in channelsoutsid e
of the core direct sales force (e.g. Sanofidealis a prime example of this; discussed later). So, in considering the revenue
profile of the company,itis importanttoanalyze trendsin both the B2B (SaaS) business segment and the legacy DTC
segment.

a) B2B (SaaS) Segment: This is the future business modelof the company. The company provides its chronic care
condition services to employers, healthcare providers, and insurance payers. In exchange for that service, the company
bills the client a “per member, per month” (PMPM) fee for each of their patients/femployeesthatare enrolled in
DarioHealth’s plan. The company initially began its DTC journey in Diabetes Management, but through organic
buildouts and complimentary bolt-on acquisitions they developed a comprehensive platform,which now offers a robust
continuum of chronic condition care services (Diabetes, Weight Management, Hypertension, Musculoskeletal,
BehavioralHealth). This multi-condition platform expansion, which drives a virtuous “flywheel” effect, is important for
three reasons:

i) Many chronic condition patients have multi-comorbidities, and thus have the need to tackle more than a single
long-term health concern (e.g. hypertension is often associated with obesity, which is often associated with
diabetes), so more comprehensive care generates better patient outcomes;

i) The likelihood of capturing these chronic patientsin the enroliment period is higher if there are more conditions
to pursue; historically, management had seen success in enrolling 25-30% of eligible patient populationsfrom
clients, but ascare delivery sophistication hasimproved and the company hasrolled out multi-condition
offerings, that numberhastrended closer to 40% enrollment rates (well above DTx peers; also makescurrent
contracted revenue ‘guidance’ of $55mn (2Q22) appearconservative because that only assumes 30%
enrollment rates (so that guide has potentialupside); and

iii) Multi-Condition (especially Full Suite) offerings drive the PMPM rate higher, which is pure momentum being
added to revenue and margin upside. For example, the Diabetes offering may command a $60 PMPM rate
($720/year perpatient) and the company may enroll 25-30% of the eligible patient population from a client.
However, if the client bought the Full Suite offering, the PMPM may rise to $85-90 ($1,020-1,080/year per
patient; a much higher average revenue per user metric (ARPU)) and the company may achieve 40% enrollment
of'the client’s eligible patient population.Itis clear thatthe positive trends seen in Full Suite RFPs in the
company’s pipeline (>75% of pending/current RFPs are for multi-condition offerings, based on our
estimates/checksvs. 35-40% of existing contractsasof 2Q22 and ~40% of the contracts being signed in 2H22)
set the stage fordramatic revenue growth and margin expansion going forward, which is the basis for our highly
positive outlook. The compoundingimpact onthe P&L from more multi-condition clients is dramatic: a Full
Suite accountcan generate 5-8x more revenue per user than a single-condition account. Inthe example below, it
is easy to see how a simple multi-condition (not even Full Suite) accountcan generate 4.5x greater revenue for
similar costumer acquisition efforts.




Dario's Multi Condition Compounding Economics
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b) DTC (Legacy) Seament): DarioHealth used to only sell smartphone-connected/-enabled Diabetes glucose monitoring
solutions directly to customers via online retail channels (e.g. Amazon,etc.). Impressively, the company’s product
alwayshad very positive reviews (4.9 outof 5 app store rating; >4.0 out of 5 Amazon product reviews out of ~11,000
reviews forblood glucose system; 4.6 outof5 Amazon product reviews for hypertension)and our checks have shown

very positive consumerexperiences, including ease of use.
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DARIO Blood Pressure Monitor Gen2 | Accurate BP Machine
with Backlit Display, Adjustable Cuff (8.75-16.5in) & Carry
Case - Unlimited Readings via Bluetooth App

Visit the Dario Store
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Despite being well-received by consumers,the DTC model carried with is much lower margins given high customer
acquisition costs (DTC advertising). Further, the DTC channelwas not conducive to multi-condition offerings in a scaled
format. For this reason, the company and management haschosen to start de-prioritizing this segment. While 2Q22 was
the first ‘official’ announcement thatthe DTC segment was essentially being wound down (creating some short-term
“estimates need to come down” noise), management had longemphasized the fact thatthe B2B segment would be
carrying thetorch in the future. As such, consensus numbers for this segment have dropped dramatically,and in our view
materially overshot the actualpotentialremaining revenue stream of the segment. In our conversations with
management, we expect thatthe DTC segment will continue to generate ~$8mn/yearin revenue (~$2mn/quarter);
however, most Street models now contemplate somethingcloser to $5mn/year. And while we believe the segment will
stay in the ~$8mn/yearrun-rate range, we conservatively modelthe segment falling annually to just $5mnin revenue by
2026 (vs $11.1mnin 2022e). While being a modest source of upside to revenue (and a deprioritized one), we believe this
ongoing offering is important to the company because: i) they provide ongoing to support to existing users asa good
show of customerengagement; and 2) this channel offers important patient feedback thataidsin the R&D / software
developmentengine of the company which downstream will support traction in the B2B segment (increasing NPS
scores, user experience). Again, we are not calling for this to be a critical driver of the company’s future valuation, butit
could help to improve some investor sentiment that was chapped when the segment’s revenue forecast (intentionally)
declined.

The mostimportantthing to know aboutthe DTC segmentis that with management nowessentially setting this on
autopilotand reducing DTC advertising spend, the company can run this segment at breakeven and stop generating
losses, which will drive materialinflection in margins from a revenue mix standpointand materially reduce the
company’s cash burnrate, extending their cash runway beyond 2024 (discussed below). While we understand the
immediate prior surprise of cutting DTC segment revenues out of Street models, we see this as a very sound strategic
move which acceleratesthe SaaSmodel transformation of the company (materialboost to margins, cash runway, should
drive EV/sales multiple expansion from GM% inflection).



Revenue by Segment
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Margins: Due to the fundamentaltransformation of the business modelinto a SaaSoperatingmodel, gross margins are
set to inflect in a dramatic fashion. Starting from 33% gross margin (GM) in 2020, we expect DarioHealth to deliver
mid-50%’s GM for 2022e and currently model 54.1% (up >2,000bp in two years). For 2023e, aided by increased B2B
accountwins and deemphasized DTC channelefforts, we see positive mix shift driving GM to 65.8% (>3,000bp
improvement since transitioning to a SaaSmodel). By 2026e, we believe that DarioHealth will be at 80%+ GM, which
will be a materialdriver of profitability and cash flow atthattime. Our estimates have also been corroborated by
management in our conversations, which reflect 50-60% GM for 2022 (already delivered 50.2% in 1H22 and trending
materially higher for the rest of the year) and 60-70% GM in 2023, again aided by scale, fixed cost leverage, and revenue
mix shift. It is important to note that of the $55mn(+) of already contracted annual run-rate revenue, that segment is
already trending at >70% GM per the 2Q22 conference call. And considering thatthe B2B segment is the future of the
company and DTC is shrinking, we feel our GM estimatesthrough 2026 are quite appropriate, if notbeatable.
Regardless, there is substantialupside to current Street estimates.
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3) Major Strateqgic Partners/Clients are Business Model Validation: Management hasbeen extremely productive on the

Business Development front for the pasttwo yearsand asof 2Q22 had already signed 11 strategic and channelpartnersto
help drive adoption of DarioHealth’s chronic care solutions, including large employee benefits advisors/bro kerssuch as
Virgin Pulse, Workplace Options, and MediOrbis.

SanofiU.S.: Of most importantthough, was the March 2022 (link) partnership announcement with SanofiU.S. (SNY). In our
view, the Sanofideal provides crystal clear business model and end market validation for DarioHealth...it’s not often that
micro-cap companies get premier sponsorship from multi-national, mega-cap pharmaceutical companies. Based on our
conversations, Sanofiis spending tens of millions of dollars (if not >$100mn)to enhance its DTx channelstrategy and has
anchored itself to DarioHealth as its primary chronic care partner. This dealrepresented a $30mn reven ue commitment
(structed as $8mn/$7mn/$7mn/$4mn/$4mn forfive yearsspanning2022-2026) for both commercialand R&D activities,
which was 50% greater than totalsales for 2021! What we believe the market is missing however, is the fact that Sanofiis
helping to promote DarioHealth solutions via their deep relationships in the employer benefit marketplace and in the
Pharmacy Benefit Management (PBM) segment. DarioHealth management hasindicated to us thatthe commercial firepower
being provided by Sanofi is easily worth a 3-4x sales headcount increase versus DarioHealth alone. And in addition to
helping the company penetrate the US market, we believe that Sanoficould eventually expand their relationship and start
promoting DarioHealth internationally, aswell as be an outright acquirer of the company. Based on social media posts (both
companiesare very active on LinkedlIn), it also seems pretty clear to us that Sanofiis pretty excited about the relationship and
hasalready been promoting DarioHealth solutions at multiple industry eventsin both the US and internationally. We expect
this relationship to produce long-term revenue benefits for the company, and we believe this opportunity is being
misunderstood and/orunderappreciated by both investors and the sell-side.
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https://dariohealth.investorroom.com/2022-03-01-DarioHealth-Enters-into-Strategic-Agreement-with-Sanofi-U-S
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Sanofi has a strong legacy in dabetes. Helping people living
with diabetes has been our mission for decades, and this
mission has never been more important. | attended the
#EASD2022 58th Annual Meeting in Stockholm this week, and |
was truly inspired by my colleagues from around the world who
came together with one shared purpose: to continue improving
the lives of people with diabetes

Throughout the congress, | had the pleasure of meeting with
many patient advocates and leading diabetes experts to discuss
developments in research and treatment approaches to help
address unmet needs, as well as how we can help address the
chalienges around access and affordability of medicines. A
highlight of the meeting for me was understanding more about
the incredible digital healthcare advancements that can help
peapie manage ther diabetes holistically, beyond the medicine.

My next stop after Stockholm was back in the U.S. where we
met with the DarioHealth Corp. team. Our collaboration with
Dario, through the integration of healthcare and technology,
accelerates Sanofi's mission to reverse the course of chronic
diseases. | am excited 10 see Sanofi leading this evolution and to
continue our journey to advance Sdigitalhoalth for patients.
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weeks. More 10 come!
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Dario can do for employers, health plans, and PBMs. #PBMI
EPBMI2022 #DanoMealth sSancfi adigitalhealth
#digitalhealthcare

Bill Rush, John Caspero, Gilberto Garcia, Cortney Schaefer,
MBA, Miranda Waiden, David Poole

Aditi Tuteja - 2nd + Follow
o Marketing, Growth Strategy & Product

¥ Management Leader
w-®

This week Sanofi US DHC got together with the DarioHealth
Corp. Team. A fantastic workshop with super talented and
passionate colleagues that share the goal of improving
#patientcare. So proud to be a part of it, and I'm excited to see
what all we can achieve together in 2digitalhealth
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Dror Bacher Chen Arazi Yifat Fundoiano-Hershcovitz Tomer
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Erez Raphael - st
[ CEO at DarioHealth (NASDAQ:DRIO)
o 1h - @

We are proud to attend DTX East 2022 in Boston
alongside with our partners from Sanofi Alexander
Condoleon and Omar Manejwala, M.D. will attend!

(| Aditi Tuteja - 2nd + Follow
"' 2h-®

Sanofi US Digital Healthcare team is attending DTX
East 2022 in Boston September 27-29!

Looking forward to the Keynote Fireside Chat by
Alexander Condoleon and Omar Manejwala, M.D. on
Sept 29th, 9:05AM

If you are one of the experts in the Digital Health
Space or one of the Digital Therapeutics innovators in
attendance and would like to connect. Please reach
out to one of us Bill Rush, Felix Lee, Edward Han-
Burgess, MS, MSc, MBA, CFA

Alexander Condoleon, V

General Medicines Business U

Source: LinkedIn.

Looking ahead, management has been extraordinarily clear that they aim to complete additionalstrategic partnerships similar
to the Sanofi relationship asinterest in the chronic care space continues to grow and employee benefit managers, healthcare
providers, insurance payers, and Pharmaceutical/Medical Device manufacturers stand to benefit from better patient outcomes
(higher therapeutic compliance/usage rates for drug and device therapies). Based on our channel checks, we believe that
DarioHealth is close to completing two new such strategic partnerships, which are likely to come beforeyear-end 2022 or
early 2023. We suspect one will be a “large telehealth” company (we believe AmericanWell (AMWL) fits the bill

here... AMWL hasa chronic care portfolio gap that makes it more difficult to compete with TDOC+LVGO; both have
CVS/Aetna relationships now which would allow the platformsto be integrated into a DTx ecosystem, and there’s the
“Israeli” connection, which may ormay not matter). Second, we believe DarioHealth will soon announcea large “MedTech”
(Medical Device) partnership, where potentialpartnerscould be Medtronic (MDT), Roche (ROG.SW), DexCom (DXCM),
ResMed (RMD), or others. Our best guess though is a partnership with Becton Dickinson (BDX) makesthe most sense and
completely jives with Becton’s consistent public strategic comments about focusingon chronic conditions, moving closer to
the patient/consumer,and movingaway from more acute healthcare settings (e.g. hospital => outpatient/ home solutions). If
such a majorpartneras MDT or BDX were to be announced, we believe that investors would reward DarioHealth’s valuation
in a materialway.

Aetna/CVS Health (CVS): DarioHealth recently signed a “Top 5” nationalhealth plan (NHP) (link) aspart of their ongoing
effortsto provide chronic condition management to patientsin need. Inthis agreement (Phase 2), DarioHealth will provide
Behavioral Health solutions and have accessto nearly 10 million members, with revenue starting to contribute in 3Q22
(now). This is an expanded partnership from an original pilot program (Phase 1) thatbeganin October 2021 (link).
Importantly,there hasbeen some confusion amonginvestors asto “who” the NHP actually is because the press releases have
been generic in nature and have not namesthe client. We offera few thoughtson the matter: a)any investorwilling to do
some channelchecks can easily determine thatthe NHP is Aetna (owned by CVS Health); b) generic (blinded) press releases
which do notexplicitly identify DarioHealth’s customers are the norm forthe company and thusthe practice is consistent
with prior releases; and ¢) does it really matterif it’s not Aetna?...it’s still 10 million lives! Even if the Top 5 NHP turned out
to notbe Aetna, we believe thatinvestors would be more than comfortable with DarioHealth being attached to another NHP
such asUnitedHealth (UNH), Humana (HUM), Cigna (CI), etc. Regardless of which NHP ultimately is revealed, we see this
partnership as pure validation of the company’s Al-driven chronic care solutions. For Phase 1 & 2 combined, we understand
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4)

thatthis is a $25-35mn annual revenue run-rate (ARR) client (could be bigger thantotalrevenuein 2020+2021 0r2022
alone). Importantly, thereis also a Phase 3 to be expected beyond this initial Behavioral Health partnership, which would
open up multi-condition managementto the same covered lives base. We initially thoughtthatthis was more of a 2025
revenue opportunity but considering DarioHealth was ahead of schedule on getting Phase 2 implemented and management
hasbeen pleased with the sponsor’s engagement, we believe Phase 3 plans could materialize more firmly in 2023 with
revenue contribution in 2024.To be clear, this would be a material catalyst for DRIO sharesas it could potentially openup a
$75mn+revenue stream for the company, by ourestimates. (More on this NHP catalyst discussed below.)

Material Upside to Street Estimates Will Drive Tremendous Multiple Expansion: We believe that the Street is
dramatically under-modeling the revenue, gross margin, and EBITDA trajectory of the company. As continued health plan,
employer, and provider contract wins continue to layer on cohorts of patients/users, this highly sticky recurring revenue
stream (~80% memberretention rates at 12mos) will drive outsized margin expansion and profitability. For simplicity and a
starting point, and without diving into the complex details of our revenue build, it is helpful to consider a very easy
explanationasa basisfor 2024 revenue. As of 2Q22, the already contracted annual revenue run-rate (ARR) of the B2B
segment’s book of business was $55mn (up +31% from $42mn at 1Q22 due to the signing of nationalhealth plan). To be
clear, management defines the ARR at “full implementation”, which typically takes 4 -5 quarters from a contract’s initial
implementation (despite the company runningahead of internal expectations on enrollment rates). So if we assumea current
$55mn ARR, it is simple to assumethatanactual forward ARR of $55mn would be for the 2H23-1H24 year (i.e. 1-2 years
from now). This current ARR doesn’t assume any new business is won and it includes much more conservative enroliment
assumptionsthan whatis currently being achieved. So if 1H24 will deliver atleast $27.5mn (1/2 of $55mn, even though it
should be more tail-weighted closer to $30mn), we canannualize thatto $55mn forall of 2024 (conservatively). Then add in
anothermodest $5mn contribution from future business wins through 2022/2023 (again, conservative)and add ina $5mn
DTC stub contribution and 2024 stacksup to $65mn in revenue (this incredibly conservative estimate in our simple example
is already 27% ahead of current 2024e Street estimatesat $51mn). To further emphasize our confidence in upside to out-year
Street estimates, we believe that management’s internally recognized ARR is closer to ~$75mn, which meansthatthere’sat
least ~$20mn of cushion baked into their publicly issued ARR guidance which could materialize in revenues being both
much higher than even our estimatesand they could potentially materialize sooner.

Starting with revenue, we model $30mn/$61mn/$92mn/$133mn for2022-2025e, which is materially above current Street
estimates of $27mn/$35mn/$51mn/$116mn. (We note that the 2025 consensusnumberof $116mn only includes one analyst
estimate who is the Street-high forall time periods; as other analystsroll out 2025 estimates, we see this value declining and
thus our upside to 2025 estimateswill look even more dramatic.) As for gross margins, we do add back deal-related
amortization, butthat s fairly immaterial to the long-term financials. For 2022-2025e, we model 54%/66%/74%/78% which
comparesfavorably to Street consensusat 46%/56%/64%/56% (note that the 2025e consensus estimate looks off (down
sequentially) due to lack of Street estimates populated in Bloomberg). As for our EBITDA estimates (which feed into our PT
methodology below), we note thatwe penalize the company by notaddingback stock-based compensation to the Adj.
EBITDA metric asa more conservative approach based on ourphilosophical view on the practice.

Sales vs Consensus

$140 $133

$120 $116
- $100 $92
5 $80
% $61
= $60 $51
€ g40  $30 g7 $35
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Source: Jaguar Capital estimates, Bloomberg.
14



100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

Sales Upside (Downside) vs Consensus

81.2%
73.6%

0,
10.6% 14.8%

2022 2023 2024 2025

Source: Jaguar Capital estimates.

Gross Margin (%)

100.0%
90.0%
80.0%
70.0%
60.0%
50.0%
40.0%
30.0%
20.0%
10.0%

0.0%

0,
74.3% 77.7% 80.6%
.3%

65.8% 63.7%
54.1% 55.6% 55.5% 57.5%
|455°/.

2022e 2023e 2024e 2025e 2026e

mJaguar = Street

Source: Jaguar Capital estimates, Bloomberg.

($ in millions)

$100.0
$80.0
$60.0
$40.0
$20.0
$0.0
($20.0)
($40.0)

($60.0)

Adj. EBITDA (ex-SBC, Deal Amortization)

$90.7

$43.2
$27.4

$10.2
$1.3

($23.3)($28.8)

($17.8)
($39.8) ($38.2)
2022e 2023e 2024e 2025e 2026e

mJaguar = Street

Source: Jaguar Capital estimates, Bloomberg.

15



Itis important to note thatthe above Adjusted EBITDA estimates exclude stock-based compensation (SBC) and deal-related
amortization in order to provide a more accurate picture of operating cash flow. However (and discussed below), we do not
add back SBC to our Adj. EBITDA estimates for the purpose of valuation since it is indeed an ongoing practice and we chose
to be more conservative.

5) Transformational Near-Term Catalyst Pathway:

a.

b.

Aetna/CVS Update: As discussed above, we believe that Aetna (CVS) is DarioHealth’s Top 5 NHP client and that
will be revealed to the marketimminently. We believe thatthereis a complex set of goals that need to be completed
by Aetna before making an officialannouncement (i.e. marketingmaterials for health plan members ahead of open
enrollment periods so asto not create confusionamongmembers). It is very likely thatthis could be announced
near-term in October or November, and given some general investor angst of the name of the NHP, we believe this
could be a major (validating) clearing event for the stock. Potential stock reaction on official Aetna/CVS partnership
announcement: +10-20%.

3Q22 Beat/Raise: As we’ve discussed above, we see materialupside to current and out-yearestimates versus
consensus estimates. Thatsaid, we do note that 2Q22 came in below Street estimateson revenue, butthatwas
timing related dueto: i) Sanofirevenue thatwaspaid in 1Q22 and notin 2Q22 (analystshad modelled it wrong);
there should be more Sanofirevenue being booked in 3Q/4Q ($8mn in totalfor 2022); and ii) timing impact of
developmentrevenue from the NHP (Aetna) that wasexpected to be booked in 2Q but hasnow slipped into 3Q.
Despite these issues of “lumpiness” with large client revenues (notuncommon forearly stage, small-cap companies
with large clients), Street estimatesfor 3Q/4Q revenue have declined materially to $6.4m/$6.6mn, which is
essentially flatversus 2Q at$6.2mn. We believe these estimateswill prove conservative and we model $3mn of
upside across both periods combined for the balance of the year. A solid beat on revenue and gross margin should
catalyze the stock afterrecent weakness. Expected stock move on an above-Street 3Q result: +5-10%.

Regional Health Plan News: Management hasexpressed its belief that they will soon sign another large regional
health planas a customer. This will be anincrementalpositive in terms of sentiment/news flow and corroboratesthe
company’s continued execution on all fronts. Potential stock price move: +5%.

New Major Strategic Partner (in “MedTech”): As discussed above (Section 3), we believe that DarioHealth is in
the later stages of signing anothermulti-yearstrategic partnership, this time with a “large MedTech” company.
While multiple suitors make sensein our minds (MDT, DXCM, ROG.SW, RMD, etc.), we believe that BDX could
make the most strategic sense and jives with recent public management commentary. Amajor partnership such as
one of these premier mega-cap companieswould likely drive DRIO shares materially higher. While we do not know
the terms of this potentialdeal, our conversations have implied that somethingsimilar to the Sanofipartnership
makes sense (multi-tens of millions of revenue commercialcomments (e.g. $20-40mn), a strategic investment, co-
promotion,and R&D developmentrevenue). Potentialstock reaction: +20-40%. (We note that DRIO stock rallied
~10% over two dayson the Sanofi partnership news, butthatwas mitigated by a concurrent equity offering of
$40mn, so the upside on the partnernews was muted, in our view.)

New Major Strategic Partner (in “Telehealth”): Again, as discussed above (Section 3), management has
indicated thatthey are near signing a new strategic partnership with a “large Telehealth” player. In our view,
AMWL makesthe mostsense, as they likely need a more robust platform to compete on RFP processes versus the
likes of Teladoc (TDOC+LVGO) and Omada Health (private). Alternatively, Cigna (CI) could make sense aswe are
unaware of the company havinga large chronic care DTx offering. Cigna did acquire telehealth player MDL.ive in
2021,so0 DarioHealth could potentially be a perfect complement to their current offering (and a portfolio gap-filler
by outright acquiring DarioHealth). We would expect a strategic partnership announcement with AMWL to yield a
share price reaction of +10-20%. For CI, we would expect: +20-30%.

Potential Sanofi (SNY) Strategic Investment by YE22: Based on Sanofi’s intense interest and co-promotion
activity, our checksindicate that the company could make a strategic investment in DarioHealth, potentially by year-
end 2022 or earlier in 1H22.On our best estimates, we believe this could be in the $20-40mn range and conducted in
a private transaction. While this would admittedly create some modest dilution for existing shareholders, we believe
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thatinvestment thesis validation by a majorinternationalstrategic partnerwould be multiple expansive. Further,
uponsuch investment, it is easy to see the M&A rumor mill starting to turn. Regardless, the outcome would be an
even more entrenched major strategic partnerand an even stronger balance sheet. Expected stock move on a Sanofi
strategic investment: +5-15%.

6) Cash isa Non-Issue: Unlike many small-capsthathave cash needsinto the future, DarioHealth hasalready got its house in

order, based on our math. Following a $40mn equity raise in 1Q22, the Sanofi revenue commitment
($8mn/$7mn/$7mn/$4mn/$4mn for2022-2026) announced in March 2022,and a new credit facility inked with healthcare
investor Orbimed in June 2022 (link), we believe that future financingrisk hasvirtually been taking off the table. The
Orbimed dealwas a non-dilutive, senior secured loan facility with a potentialmaximum value of $50mn ($25mn already
drawn atclosing; another $25mn available upon future revenue milestones, which gives us high confidence in management’s
desire to achieve such goals). All said, asof 2Q22, the company had $68mn of cash on its Balance Sheet (vs current market
capof~$105mn)and another$25mnalready available to the company ($93mn total). This also comesbefore potentialcash
infusions from the aforementioned potential Sanofistrategic investment ($20-40mn, our estimate), the “MedTech” strategic
partnership ($20mn+), and the “Telehealth” strategic partnership ($20mn+), which are both likely to come with
revenue/investment commitments. Considering Sanofiwas a $30mn revenue agreement, if we assume that the next two deals
(terms sheets are already out to our understanding) each carried only a $20mn commitment (we be lieve a potentialsingle
$50mn dealcould be out there according to one check, but we’ll be conservative for now), that would add another $40mn to
the company’s cash inflows over the next several years.

According to management, based on rapidly rampingrevenues and higher margin mix shift that’sdriving a profitability
inflection, the company is currently funded through 2024 and potentially into 1H25. Thatsaid, it is alwaysnice to haveawar
chest, in our opinion, to execute on potentialsynergistic growth M&A transactions, so we can never rule outa future equity
raise. We are also highly positive on the company’srecent pivot to deemphasize the DTC business (e.g. eliminating Google,
Facebook ad spend)and other cost measureswhich have dramatically slowed cash burn. As example, totaloperating
expenseshave declined 18% from 4Q21 to 2Q22 and totallosses have declined by 26% in the same time period. Further, the
cash burn rate from 1Q22 to 2Q22 declined by 38% (DTC slowdown) and that is expected to be a more stable run-rate. To
our understanding, the customeracquisition costs for the B2B segment are trending at ~$20/member (or~70% less than the
DTC segment at~$66/member). Itis clear to us that management hasa firm grasp on their cash situation and ha ve multiple
levers to the upside to fortify their balance sheet. Cash burn is likely to slow to $20-25mnin 2023, so liquidity is essentially a
non-issue as the company will still have a healthy cash balance by thenand will turn cash flow positive in 2024, based on our
estimates.

As a simple illustration, we offerthe below “Cash Glide Path” to provide comfort on the company’s strong cash flow
position (particularly in the context of a high-growth, small-cap company).

Cash Glide Path

2022e 2023e 2024e 2025e 2026e
Current Cash* $56.0
Jaguar Adj. EBITDA**
Balance: $16.2
MedTech Partner $20.0
YE Balance: $36.2
Balance: $12.9
Orbimed $25mn: $25.0
Telehealth Partner $20.0
YE Balance: $57.9
YE Balance: $59.2
YE Balance: $102.4
YE Balance: $193.1

*$56.0mn YE22 cash balance assumes $12mn burn in 2H22 vs 2Q22 $68mn balance.
**Adj. EBITDA includes add-back of stock-based compensation & deal amortization.
Source: Jaguar Capital estimates.
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7) Strong Insider Ownership = Golden Parachute for Shareholders (aka: “Plan B”): As of this writing, Insider Ownership
at DarioHealth was a healthy 12.9% according to Bloomberg. On the otherhand, Institutionalownership of the tradable float
was only 57.3% (room for improvementasour thesis gains traction). We are particularly proud to see both senior
management and Directors as significant owners of stock, as it is clear that they’ve got considerable “skin in the game” and
havea demonstrable interest in seeing the stock price move higher. As highlights, we call out insider ownership by Erez
Raphael (CEO, 5% owner / #7 holder overall), Oded Cohen (Senior VP — Strategy & M&A, 1.9% owner / #10 overall), Zvi
Ben-David (CFO/Treasurer/Secretary, 1.5% owner / #12 overall), Dror Bacher (1.2% owner / #14 overall), Yoad Shakev
(Director; Partner — Sequoia Capital, 0.7% owner / #16 overall), and Hila Karah (Director; Partner (former) — Perceptive
Lifesciences, 0.7% owner / #18 overall).

Managementisno doubt unhappy with DRIO’s stock erosion in value over the pasttwo years (partly related to the reversal in
market sentiment related to perceived “pandemic beneficiaries” and the collapse of public market SMID-cap growth
valuations broadly,and acutely for Healthcare Diagnostics and Healthcare IT (HCIT) sub-sectors. That said, we aggressively
dismiss the idea that DarioHealth should be considered a “telehealth player”, which is essentially commodity offering at this
point. Instead, we view DarioHealth’s highly patient-centric, Al-driven platform asa premium offering in the Digital
Therapeutics category. (Recall that Teladoc (TDOC) offered to acquire Livongo (LVGO) in August 2020 ata then current
valuation of $18.5bn which represented ~16x 2-year Forward EV/Sales, because the largest playerin the space knew that
they were “skatingto where the puck was going” in the chronic care management space. That valuation comparesto DRIO’s
current 2-year Forward EV/Sales multiple of just 1x, despite DRIO growing materially fasterthan LVGO and its entire
valuation comp group. (We do believe that Teladoc dramatically overpaid for LVGO and it was at the height of the pandemic
HCIT valuationswhich also allowed Teladoc to use their own overvalued sharesas currency atthetime; nevertheless, we
believe this transaction highlights the strategic importance of the asset in the DTx space, which should also ring true for
DarioHealth, asthey are in many ways considered a “little LVGO” (despite growing fasterand havinga broaderplatform
offering).

We strongly believe thatif push comes to shove (i.e. if public marketignores clear value creation from management strategic
decisions; if public market valuationsstay depressed relative to private market valuations; orsimply if the intrinsic value of
the company isnot being discounted properly by the markets), management will be happy to sell the company foran easily
achievable (in our view) +200-300% premium from current levels, particularly considering the extraordinary potential
strategic interest surrounding the company (i.e. Sanofi, CVS/Aetna, etc.). And beyond management desires, we believe that
the Board of Directors and senior management could be swayed to pursue a sale of the company at the appropriate direction
of top core shareholders (“Plan B”). Simply put, there is so much value unrecognized here thatwe believe there are multiple
ways towin on this investment thesis.

Key Insider Ownership Statistics:

Holder Title Shares % of S/O: # Holder Rank
Erez Raphael Chief Executive Officer (CEO) 1,151,135 5.01% 7
Oded Cohen Senior VP - Strategy & M&A 430,764 1.87% 10
Zvi Ben-David CFO/ Treasurer / Secretary 347,821 1.51% 12
Dror Bacher Chief Operating Officer (COO) 265,926 1.16% 14
Yoav Shaked Director; Partner - Sequioa Capital 167,860 0.73% 16
Hila Karah Director; Partner - Perceptive Lifesciences (previous) 149,290 0.65% 18
Adam Stern Director; CEO - Sternaegis Ventures 139,841 0.61% 21
Richard Anderson Presidient; General Manager - North America 108,877 0.47% 22
Dennis McGrath Director; CFO - Lucid Diagnostics 84,616 0.31% 24

Source: Bloomberg.

As for Institutional ownership, we see several marquis investment managersthatwe always like to see sponsoring our high-
profile picks, including smart healthcare investors at Perceptive Lifesciences (fundamental), Millennium Management
(fundamental & quant), Citadel Advisors (fundamental & quant), Renaissance Technologies (qua nt),and Goldman Sachs
(fundamental). We also see stability from several large index strategies that tend to be sticky money (i.e. Vanguard, Geode),
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8)

9)

aswell assome long-term asset management (usually long-only) and insurance firms that have also proven sticky over time
(i.e. Nantahala, ClalInsurance, Phoenix Co’s, YD More). Lastly, we highlight shareholdernewcomers Kershner Trading
Group (5.4% owner), which based on our diligence is a rapidly growing proprietary asset managerbased in Texaswho has
acquired some top talentin recent years, aswell as MAI Capital Management, which runs both long-only asset management
and healthcare hedge fund strategies, and equally employees some strong healthcare talent.

Key Institutional Ownership Statistics:

Holder Firm Type Shares % of S/0.  # Holder Rank
Mantahala Capital Management LLC 1,730,810 7.53% 1
Clal Insurance Enterprises Holdings Ltd 1,554,125 5.76% 2
%I MORE Invest 1,480,306 §.44% 3
The Phoenix Co's, Inc. 1,341,027 5.84% 4
Kershner Trading Americas LLC 1,233,524 5.37% 5
Collaborative Holdings Management LP 1,221,032 5.31% 8
Erez Raphael 1,151,135 5.01% 7
Appian Way As=set Management LP 513,935 3.58% ]
Millennium Management LLC 433772 213% 5
Oded Cohen 430,764 1.87% 10
MAl Capital Management LLC 348 546 1.52% 11
Perceptive Advisors 327 869 1.43% 13
The Vanguard Group, Inc. 217 632 0.95% 15
Geode Capital Management LLC 161,280 0.70% 17
Citadel Advisors LLC 145,609 0.63% 19
Renaizzance Technologies LLC 06,200 0.42% 23
The Goldman Sachs Group, Inc. 68,528 0.30% 28

Source: Bloomberg.

Potential for Shareholder Activism: Based on our industry channelchecksand our proprietary work, we believe the
company hassignificantly more intrinsic valuethanis currently being ascribed by the public market. Given the concentrated
and historically sticky nature of top sharcholders (let’s not forget huge insider ownership that would like to be paid)and
chronic underperformance of the stock price, we believe the environmentis ripe for a would -be stakeholderactivist, leading
up to a potentialforced sale of the company. In a strategic transaction, we see potential per share deal valuesin a range of
$15-30, depending on the acquirer and potentialearn-out terms.

Valuation is Extremely Compelling; Floor Should Be In; Business Inflection Next => $18 Base Case: We initiate with
an $18 Price Target for shares of DarioHealth (DR10) for year-end 2023. Our methodology is derived by using an equal-
weighted combination of multiple common valuation techniques, including: EV/Sales (25%), EV/EBITDA (25%), P/E
(25%), and DCF (25%). For EV/Sales, we apply a 4x multiple on 2024e sales (vs compsin the 4-5x range), which we find as
highly conservative considering DarioHealth asin-line gross margins with comps butis growing >3x fasteron a 2022-2025e
CAGR basis. For both EV/EBITDA (15x multiple) and P/E (30x multiple) on 2026e (when the company becomes materially
profitable and we then discount those valuesback 3-years atan aggressive 20% discountrate (WACC is only 9.1%) to arrive
atouryear-end 2023 PTs. Lastly, we use a 10-year DCF, which embeds a 1.25 Beta, a 20% intermediate term FCF growth
rate ((2027-2032), a conservative 3.0% terminal growth rate (company hasa 64% CAGR for 2022 -2025¢),and application of
the company’snet operatinglosses (NOLs) for tax purposes. (**Importantly, forthe purposes of valuation,we DO NOT add
back stock-based compensation (SBC) to our Adj. EBITDA or DCF models. (If we did add back SBC, our DCF would be
closer to $40/share,and it would be even higher if we add back contingent consideration/ earn-out payments from past
M&A, asone could argue thatthose are nottrue ongoing embedded expenses beyond the deal period...but we choose to start
conservatively.)
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Regarding DarioHealth’s comp group for relative valuation analysis, we focuson EV/Sales for earlier stage, high growth
assetsand use a sample of HCIT/Disruptive Healthcare, Tech-Enabled Consumer Discretionary, and Growth SaaS
companies. DRIO hasanin-line 2024 GM% with the group, which typically should inform similar EV/Sales multiples, yet

DRIO is trading ata paltry fraction of the group’s valuation despite have a 3.3x better growth profile (we’re dumbfounded by

this, especially considering a solid cash profile). Even more staggering is the cheapervaluation when we strip outthe
worthless options/RSUs (share countdrops from 31.5mn to 23.0mn shares, which is highly material).

Comparable Valuation Table:

*Fully-Diluted, including worthless optio

ns

Price as of Market EV/Sales GM% '22-'25e CAGR
9/29/2022 Cap NTM 2023e 2024¢e 2024e Sales

Digital Health / Healthcare Disruptors

DH $16.58 $2,579 10.7x 10.1x 8.1x 89.1% 21.4%
DXCM $82.10 $32,231 9.5x 9.1x 7.7x 66.1% 18.8%
GDRX $4.81 $1,915 2.2x 2.1x 1.8x 91.1% 15.3%
HCAT $10.17 $557 1.4x 1.4x 1.2x 53.1% 13.3%
IRTC $125.69 $3,774 7.6X 7.3X 6.2x 70.0% 18.2%
PGNY $38.65 $3,559 3.5x 3.3x 2.5x 23.2% 32.2%
PHR $25.32 $1,330 3.4x 3.2x 2.5x 70.2% 27.3%
OMCL $87.84 $3,890 2.8x 2.7x 2.4x 50.4% 12.0%
TDOC $26.23 $4,240 1.8x 1.8x 1.6x 68.0% 14.3%
VEEV $164.81 $25,592 9.6x 9.2X 8.0x 75.4% 14.3%
Median 3.5% 3.2x 2.5x 69.0% 16.8%
Average 5.2X 5.0x 4.2x 65.7% 18.7%
Tech-Enabled Consumer Discretionary

ALGN $211.01 $16,482 3.6x 3.5x 3.1x 72.6% 17.8%
BMBL $21.90 $4,124 4.1x 3.9% 3.2X 72.4% 20.8%
MTCH $48.25 $13,654 4.9x 4.8x 4.2X 70.0% 13.0%
Median 4.1x 3.9x 3.2x 72.4% 17.8%
Average 4.2x 4.1x 3.5x 71.6% 17.2%
Growth SaaS

COUP $60.63 $4,604 6.4x 6.1x 5.1x 74.6% 20.8%
FIVN $76.31 $5,350 6.2X 5.9x 4.8% 63.9% 23.3%
HUBS $274.35 $13,174 6.3x 6.0x 4.8x 82.6% 25.2%
OKTA $56.80 $9,022 4.1x 3.9x 3.2x 77.5% 25.8%
PAYC $334.43 $20,075 12.5x 11.9x 9.8x 85.8% 22.3%
PCTY $246.39 $13,620 11.8x 11.4x 9.3x 71.4% 19.3%
SPLK $77.80 $12,659 3.9x 3.8x 3.1x 79.1% 21.7%
VEEV $164.81 $25,592 9.6x 9.2X 8.0x 75.4% 14.3%
Median 6.3x 6.1x 5.0x 76.4% 22.0%
Average 7.6X 7.3X 6.0x 76.3% 21.6%
Peer Totil

Median 4.9x 4.8x 4.2x 72.4% 19.3%
Average 6.0x 5.7x 4.8x 70.6% 19.6%
|DRIO $4.48 $141 2.1x 1.6x 1.1x 74.3% 64.0% |

Relative / Excess Growth:

Upside to Comp Group Median Multiple 132% 202% 304% 3.3x
Upside to Peer Comp Average Multiple 183% 262% 356% 3.3x

Source: Jaguar Capital estimates; Bloomberg.
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Comparable Valuation Table:

*Excluding worthless options

Price as of Market EV/Sales GM% '22-'25e CAGR
9/29/2022 Cap NTM 2023e 2024e 2024e Sales

Digital Health / Healthcare Disruptors

DH $16.58 $2,579 10.7x 10.1x 8.1x 89.1% 21.4%
DXCM $82.10 $32,231 9.5x 9.1x 7.7x 66.1% 18.8%
GDRX $4.81 $1,915 2.2X 2.1x 1.8x 91.1% 15.3%
HCAT $10.17 $557 1.4x 1.4x 1.2x 53.1% 13.3%
IRTC $125.69 $3,774 7.6x 7.3x 6.2X 70.0% 18.2%
PGNY $38.65 $3,559 3.5x 3.3x 2.5% 23.2% 32.2%
PHR $25.32 $1,330 3.4x 3.2x 2.5X 70.2% 27.3%
OMCL $87.84 $3,890 2.8x 2.7x 2.4X 50.4% 12.0%
TDOC $26.23 $4,240 1.8x 1.8x 1.6x 68.0% 14.3%
VEEV $164.81 $25,592 9.6X 9.2x 8.0x 75.4% 14.3%
Median 3.5x 3.2X 2.5% 69.0% 16.8%
Average 5.2X 5.0x 4.2x 65.7% 18.7%
Tech-Enabled Consumer Discretionary

ALGN $211.01 $16,482 3.6X 3.5x 3.1x 72.6% 17.8%
BMBL $21.90 $4,124 4.1x 3.9x 3.2x 72.4% 20.8%
MTCH $48.25 $13,654 4.9x 4.8x 4.2x 70.0% 13.0%
Median 4.1x 3.9x 3.2x 72.4% 17.8%
Average 4.2X 4.1x 3.5x 71.6% 17.2%
Growth SaaS

COuUP $60.63 $4,604 6.4x 6.1x 5.1x 74.6% 20.8%
FIVN $76.31 $5,350 6.2Xx 5.9x 4.8x 63.9% 23.3%
HUBS $274.35 $13,174 6.3x 6.0x 4.8x 82.6% 25.2%
OKTA $56.80 $9,022 4.1x 3.9x 3.2x 77.5% 25.8%
PAYC $334.43 $20,075 12.5x 11.9x 9.8x 85.8% 22.3%
PCTY $246.39 $13,620 11.8x 11.4x 9.3X 71.4% 19.3%
SPLK $77.80 $12,659 3.9x 3.8x 3.1x 79.1% 21.7%
VEEV $164.81 $25,592 9.6X 9.2x 8.0x 75.4% 14.3%
Median 6.3x 6.1x 5.0x 76.4% 22.0%
Average 7.6X 7.3x 6.0x 76.3% 21.6%
Peer Total

Median 4.9x 4.8x 4.2x 72.4% 19.3%
Average 6.0x 5.7x 4.8x 70.6% 19.6%
|IorIO $4.48 $103 1.3x 1.0x 0.6x 74.3% 64.0% |

Relative / Excess Growth:

Upside to Comp Group Median Multiple 283% 398% 566% 3.3x
Upside to Peer Comp Average Multiple 367% 497% 652% 3.3x

Source: Jaguar Capital estimates; Bloomberg.
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Price Target (PT) Methodology:

DarioHeatlh (DRIO)

2024
4.0x EV/Sales §17.75
2026
15.0x EVIEBITDA §15.66
3yr Discount
2028
30.0x PIE §17.78
Jyr Discount
10-Year DCF §21.75
2024 ME&A
8.0x Premium G.0x

(EV/Sales)

—_— $4.44

SN $3.92
25%

— §4.45
25%

e 2 §5.44

_— $25.73

BT % weighting with blend of above methodologies.

EV/Sales:
EV/EBITDA:
FE

DCF:

MEA:

L]
ka
en
o
~

o otn oo
e

- pa ba kA
S Mot

— §18.24
Up / (Down): 307.1%

— $18.99
Up / (Down): 323.8%

As anothercheck on our valuation methodology using EV/Sales asa basis, we provide the following Bear/Base/Bull Case
scenarios, with the Base Case estimatesbeing our currently modelled 2024 estimates, which we think are more than
achievable. Using a conservative 4x EV/Sales multiple (again, recall compsare 4-5x and DarioHealth has >3x the growth
profile), we arrive atan $18 PT, which is also reflected in our above methodology. If investors fail to recognize the intrinsic
value of the company (impairsthe multiple) and financialtargets come up short, even our Bear Case sports an impressive
~100% upside from current levels to $9. Alternatively, if targets are exceeded (we see this ashighly probably), we would
expectthe EV/Sales multiple to expand even more as investor enthusiasm would be reflected against materially higher

revenue and margin results, yielding our Bull Case of $28.

Bull-Bear EV/Sales Scenarios:

2024 Scenario Analysis

Bear Base Bull
Sales: $80.0 $91.8 $100.0
GM%: 68.0% 74.3% 76.0%
Cash @ 3Q22 $68 $68 $68
Cash % of Mkt Cap: 66% 66% 66%
Debt: $23 $23 $23
Implied EV:  $58 $58 $58
EV/Sales Multiple:  2.0x 4.0x 6.0x
Equity Value:  $205 $412 $645
| Price Target: $8.90 | $17.92 | $28.05 |
Upside / (Downside): 99% 300% 526%
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10) Clear M&A Targetin HCIT / Value-Based Care / Digital Health Ecosystem: M&A in the spaceis heating up as
evidenced by recent take-outsof One Medical (ONEM) by Amazon, Signify Health (SGFY) by CVS Health; Humana, CVS
Health,and UnitedHealth pursuing Cano Health (CANO), multiple reported offers for TalkSpace (TALK; by MindPath,
American Well/AMWL), Teladoc’s acquisition of Livongo (LVGO), Cigna Evernorth’s acquisition of MDLive, etc. In fact
there were multiple bidders on the former assetsabove as well, which meansthatthe ‘losers’ of the bidding war are still in
the hunt for premier Digital Health / Therapeuticsassets. We believe that DRIO fits this mold as a premier asset in the DTx
space,as evidenced by multiple validatingstrategic partnersand extremely attractive valuation. Further, we believe that
major strategic parties (i.e. AMZN, CVS, HUM, UNH, WBA, etc.) are likely to continue on their spree of asset consolidation
to continue building outtheir Digital Health infrastructure/ecosystems.

1) Execution Risk: if execution lags relative to expectations, sharescould underperform. Specifically, missing targets for
customeradds or experiencing delaysin revenue recognition related to large strategic partners (e.g. Sanofi). Other execution
failures could include the loss of majorcustomers.

2) Market Risk: This is a volatile micro-cap stock with a small market cap and lower levels of liquidity, although top holders
havetended to be very sticky and partially explainsthe low float (tightly held).

3) FEinancing Risk: if management burnsmore cash than expected, there would be risk of equity dilution and/ordebt financing.
We believe thisis a low risk atthis point given accelerating revenue and margin inflection, reduced DTC segment spending,
a healthy balance sheet securing them through at least 2024, as well asthe expected addition of future cash infusions from
new strategic partners.

Disclosures and Disclaimers:

1) We arelong sharesof DarioHealth (DRIO), Inc. We may also trade optionson DRIO, both long and short.

2) We haveno responsibility to update readerson our views, proprietary trading strategies, or to discuss positioning including
the exit of our position(s). Readertakesfull responsibility for their own trading strategies and related profits or losses. Our
views are only applicable as of the timing of this publication.

3) Our investmentresearch is based on our fundamentalwork and valuation analyses. Other investors may differin their views
versus those of Jaguar Capital. This document/report does not constitute any offerto buy or sell any security, interest in any
security, or interest in any form of pooled investment vehicle.

**This report does not constitute any offer to buy or sell any security, interest in any security, or interest in any form of pooled investment vehicle.
This document is for illustrative and informational purposes only and should not be considered any form of investment advice. Readers should assume
that Jaguar Capital LLC and the clients and funds which it advises have a financial interest in the companies discussed herein. We have no responsibility
to update our views or disclose exited positions, and our views are only applicable as of the timing of this publication.**
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Appendix:

Revenue Build Summary:

DarioHealth, Inc.
Quarterly segment sales

($ in millions, except per share data)

2021A 2022E 2023E 2024E 2025E 2026E '22-'25
FY FY FY FY FY FY CAGR
Commercial (B2B2C) 0.851 19.040 53.000 84.800 127.200 178.080 88.3%
Y/Y growth NA  2,137.4% 178.4% 60.0% 50.0% 40.0%
Consumer (DTC) 19.662 11.146 7.800 7.000 6.000 5.000 (18.7%)
Y/Y growth NA (43.3%) (30.0%) (10.3%) (14.3%) (16.7%)
Total Corporate Sales 20.513 30.186 60.800 91.800 133.200 183.080 64.0%
Y/Y growth ¥ 170.8% 47.2% 101.4% 51.0% 45.1% 37.4%
Organic Growth 170.8% 47.2% 101.4% 51.0% 45.1% 37.4%
Segment mix
Commercial (B2B2C) 4.1% 63.1% 87.2% 92.4% 95.5% 97.3%
Consumer (DTC) 95.9% 36.9% 12.8% 7.6% 4.5% 2.7%

Source: Company reports; Jaguar Capital estimates.
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