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Graspa safety reinforced by EAP

A recent update from the Graspa Expanded Access Program (EAP) in
France reaffirms its impressive safety profile, with patients allergic to L-
asparaginase able to tolerate multiple Graspa doses (red blood cell
encapsulated L-asparaginase). This is one of Graspa’s key benefits, which
should allow uptake in leukemia patients who cannot be treated with
current forms of L-asparaginase, a mainstay therapy. Graspa EU filing is
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Further confirmation of Graspa’s safety with EAP

Business description

Erytech is a French oncology company with a red
blood cell encapsulation technology. Lead product
Graspa has successfully completed a Phase IIl ALL
trial and a Phase IIb in AML is ongoing, in addition

An is ongoing in France for patients who cannot
tolerate L-asparaginase (either derived from E. coli or Erwinia chrysanthemi). To
date 12 patients have been enrolled in the trial with a DSMB safety review in seven,
who had received on average 3.4 doses of Graspa (range 2-7 doses). The DSMB
concluded that the trial should continue to enroll patients as planned. Given these
are ALL (acute lymphoblastic leukemia) patients with allergy to L-asparaginase, the
ability to tolerate multiple Graspa doses reinforces its safety profile.

Next events
Graspa ALL EU filing

Start of Phase Il NHL Eryasp trial

Additional Phase Ill Graspa data at ASCO and EHA

The positive Graspa Phase Il ALL trial will be presented at both ASCO and EHA
conferences, helping to raise awareness among physicians ahead of launch. In
particular, mature complete remission (CR) data will be presented, demonstrating
65% CR on Graspa compared to 39% on L-asparaginase (p=0.026).
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EU filing by mid-2015; multiple other Graspa events

Erytech anticipates Graspa ALL filing in Europe will be complete around mid-2015.
A Phase Il AML (acute myeloid leukemia) trial in Europe is also ongoing, funded by
partner Recordati, with data expected in 2016; the trial has already successfully
completed two DSMB’s. In the US, a confirmatory safety study in ALL is ongoing;
Erytech is seeking to accelerate US development in both ALL and AML, which is
being discussed with the FDA. A Phase Il pancreatic cancer is ongoing with the first
DSMB anticipated around mid-2015. Erytech is also planning to start a Phase Il
NHL (non-Hodgkin’s lymphoma) trial in H215.

Valuation: rNPV of $296m or $43.0/ADR

We have made no major changes to our underlying product assumptions, with our
valuation increased slightly to $296m with rolling forwards in time and updating for
estimated net cash of €33.2m ($37.2m) at end March 2015.

Erytech Pharma is a research client of Edison Investment Research Limited

Eryasp pancreatic cancer DSMB

Eryasp US development plans

to a Phase Il in pancreatic cancer. Graspa is
partnered with Orphan Europe/Recordati in Europe.
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Graspa data at upcoming conferences

Graspa Phase Il ALL (acute lymphoblastic leukemia) data will be presented at two upcoming
conferences, detailed below. As a reminder, top-line data (and further details) have already been
presented where Graspa/Eryasp1 demonstrated superior safety to native L-asparaginase, with no
allergic reactions on Graspa versus 43% on native L-asparaginase (p<0.001). Graspa was shown
to have a significantly longer duration of activity, an efficacy surrogate, with 20.5 days for Graspa
compared to 9.2 days for native L-asparaginase (p<0.001). The data presented to date are
summarized in Exhibit 1, with an overview of ongoing and planned development in Exhibit 2.

Exhibit 1: Phase Il ALL trial data overview (shaded rows are the composite endpoints)

Non-allergic patients Allergic patients

GraspalEryasp Native L-asp p value GraspalEryasp

Number of patients 26 28 26
Allergic reactions (hypersensitivity) 0 (0%) 12 (43%) <0.001 3(12%)
Severe allergic reactions (=Grade 3) 0 (0%) 7 (25%) 0 (0%)
Duration of asparaginase activity >100 IU/L 20.5 days 9.2 days <0.001 18.6 days
Complete remission (CR) 17 (65%) 11 (39%) <0.05 14 (54%)

Source: Erytech, Edison Investment Research.

Further details from the trial will be presented at two upcoming conferences. In particular, we expect
maturing CR data to be available as further patients have been evaluated. Abstracts suggest a
Graspa CR of 65% (which would imply 17 patients of the full 26 enrolled in the trial had a complete
response) and L-asparaginase CR of 39% (implying 11 patients of the full 28 had a complete
response), suggesting the data are now mature. Data will be presented at:

ASCO (American Society of Clinical Oncology) — data will be presented in an oral session at
14:15 on Saturday May 30.

EHA (European Hematology Association): — data will be presented in an oral session at
12:30-12:45 on Saturday June 13.

Exhibit 2: Graspa/Eryasp summary of planned/ongoing development
Product Indication Stage Comments

Craspa ALL

Phase Ill complete European filing anticipated mid-2015 and launch therefore in H216.
US: Phase Ib ALL confirmatory safety trial ongoing.
Erytech seeking to accelerate pivotal development (expect update with H1 results).

AML Phase b Europe: 75% recruited; two DSMBs complete; data in 2016.
Eryasp NHL (DLBCL) Phase Il planning Erytech planning to start Phase Il development in H215.
Eryasp Pancreatic cancer Phase Il Trial ongoing; DSMB anticipated around mid-2015.

Other solid tumors 50-90% of solid tumors could be eligible.

Source: Edison Investment Research. Note: DLBCL is diffuse large B-cell lymphoma.
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Valuation

We have made no major adjustments to our underlying Graspa assumptions, maintaining our peak
Graspa ALL sales of €225m ($252m), with launch in 2016 in Europe with partner Recordati. Our
valuation has been updated with rolling forwards in time and for estimated net cash at end March
2015 of $37.2m. Our updated Erytech valuation is therefore $296m or $43.0/ADR, based on a risk-
adjusted NPV analysis. The breakdown of our rNPV valuation, which uses a 12.5% discount rate, is
shown in Exhibit 3.

! Note: Graspa is the European brand name for Eryasp in ALL and AML, which Recordati has licensed.
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Exhibit 3: Erytech rNPV valuation

Product
GRASPA Europe
Eryasp US
Eryasp

Eryasp

Net cash/(debt)
Valuation

Indication Launch Peak sales NPV Probability rNPV rNPV/ADR
($m) ($m) ($m) ($/ADR)

ALL 2016 140 98.4 90% 88.5 12.9
AML 2017 185 114.4 45% 515 75
ALL 2019 12 68.4 80% 55.4 8.0
AML 2020 134 77 35% 27.2 4.0
NHL 2020 246 125.0 20% 20.7 3.0
Pancreatic cancer/solid tumors 2022 336 103.2 20% 15.2 2.2
372 100% 37.2 54

624.3 295.7 43.0

Source: Edison Investment Research

Financials

Erytech reported FY14 revenues of €2.0m, which was ahead of our forecasts, including €1.5m of
research tax credits. Operating expenses including R&D of €6.6m and SG&A of €4.4m were both
higher than we expected, with higher R&D owing to increased clinical trial activity (Phase I
pancreatic cancer trial and Phase Ib US-based ALL trial) and SG&A costs reflecting a full year as a
listed company, with the higher costs that it incurs. A summary of 2014 reported financials versus
our estimates is shown in Exhibit 4.

With FY14 R&D spend ahead of our forecast, we have therefore increased our future R&D spend
estimates and expect these to increase in 2015 compared to 2014 with the start of further trials later
this year (potential US development and the launch of a Phase Il NHL trial). This also drives higher
revenues as the R&D tax credit (of up to 30% of the previous year R&D spend), which is recorded
as revenue, has consequently increased. We have also raised our SG&A forecasts in-line with the
trend observed with FY14 results. A summary of our key changes is summarized in Exhibit 4. Our
financial forecasts are shown in Exhibit 5.

Gross cash at end March 2015 was €34m, which together with debt of €0.8m reported at end
December 2014 (the majority relating to OSEO/BPI France grants, some of which are repayable
over the next two years) suggests net cash of approximately €33.2m, assuming there have been no
debt changes. Underlying cash burn in 2014 was €7.7m and although this is likely to increase in
coming years as Erytech broadens Graspa development to additional indications and advances the
earlier stage pipeline. We continue to estimate that cash should be sufficient to fund operations for
the foreseeable future. Our financial forecasts and cash reach estimate do not include unknown or
uncertain milestones and hence exclude a milestone payment of around €7-8m which is due from
partner Recordati upon European approval in each of ALL and AML. In addition, if Erytech out-
licenses Graspa (Eryasp) in the US or in NHL or solid tumors, additional licensing income could
also be owed. All of these could extend the current cash runway even further.

Exhibit 4: Summary of FY14 results and key changes to future financial forecasts

€m

Revenue
R&D
SG&A
EBITDA

Net loss (reported)

2014e 2014a  Difference 2015e 2015e Change 2016e 2016e Change
Estimates Reported Old New Old New
1447 2.026 +40% 1.39%4 1.853 +33% 1.430 2.250 +57%
(5.578) (6.613) +19% (5.719) (8.200) +43% (5.579) (8.560) +53%
(3.150) (4.361) +38% (3.308) (4.579) +38% (3.473) (4.808) +38%
(7.597) (8.672) +14% (7.951) (10.651) +34% (7.950) (10.831) +36%
(7.042) (8.860) +26% (7.128) (10.444) +47% (7.053) (10.631) +51%

Source: Edison Investment Research
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Exhibit 5: Financial summary

$'000s
December
PROFIT & LOSS
Revenue
Cost of Sales
Gross Profit
Research and development
EBITDA
Operating Profit (before amort. and except.)
Intangible Amortization
Exceptionals
Other
Operating Profit
Net Interest
Pre-tax profit (norm)
Pre-tax profit (FRS 3)
Tax
Profit After Tax (norm)
Profit After Tax (FRS 3)

Average Number of Shares Outstanding (m)
Average number of ADS outstanding (m)

EPS - normalized ($)

EPS - normalized and fully diluted ($)

EPS - (IFRS) (3)

Earnings per ADR - normalized ($)

Earnings per ADR - normalized and fully diluted ($)
Earnings per ADR - (IFRS) ($)

Dividend per share ($)

Gross Margin (%)
EBITDA Margin (%)
Operating Margin (before GW and except.) (%)

BALANCE SHEET
Fixed Assets
Intangible Assets
Tangible Assets
Investments

Current Assets

Stocks

Debtors

Cash

Other

Current Liabilities
Creditors

Short term borrowings
Long Term Liabilities
Long term borrowings
Other long term liabilities
Net Assets

CASH FLOW
Operating Cash Flow
Net Interest

Tax

Capex
Acquisitions/disposals
Financing

Other

Dividends

Net Cash Flow
Opening net debt/(cash)
HP finance leases initiated
Other

Closing net debt/(cash)

1,430

1,137
237
4,105
110

0
2,49
1,499
(1,885)
(1,712)
(174)
(5,783)
(5,570)
(213)
(2,134)

(5,681)
(131)
0

)

=)

9

©

0
0
9
0
(5,812)
(2,565)

0

0
3,247

3,612

15,610
11,515
0
19,404
3612

0

0
(15,793)

40,123

(8,107)
677

0

(443)

0
32,673
(28)

0
24,772
(15,793)
0

0
(40,565)

32,481
2,503
(5,128)
(4,752)
(376)
(1416)
1,317)
(99)
29,810

(10,190)
539
6

L~ =
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ol oco®

(9,777
(40,565

o = =

©
(30,788)

19,288

(10,647)

Source: Erytech accounts, Edison Investment Research. Note: Our financial forecasts exclude Graspa royalty income until formal

approval.

Solely for the convenience of the reader the financial summary table has been converted at a rate of US$1.12 to €1. Erytech Pharma
reports statutory accounts in euros. These translations should not be considered representations that any such amounts have been or
could be converted into US dollars at the assumed conversion rate.
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Edison, the investment intelligence firm, is the future of investor interaction with corporates. Our team of over 100 analysts and investment professionals work with leading companies, fund managers and investment banks
worldwide to support their capital markets activity. We provide services to more than 400 retained corporate and investor clients from our offices in London, New York, Frankfurt, Sydney and Wellington. Edison is
authorised and regulated by the Financial Conduct Authority ( ). Edison Investment Research (NZ) Limited (Edison NZ) is the New Zealand subsidiary of Edison.
Edison NZ is registered on the New Zealand Financial Service Providers Register (FSP number 247505) and is registered to provide wholesale and/or generic financial adviser services only. Edison Investment Research
Inc (Edison US) is the US subsidiary of Edison and is regulated by the Securities and Exchange Commission. Edison Investment Research Limited (Edison Aus) [46085869] is the Australian subsidiary of Edison and is not
regulated by the Australian Securities and Investment Commission. Edison Germany is a branch entity of Edison Investment Research Limited [4794244].

DISCLAIMER

Copyright 2015 Edison Investment Research Limited. All rights reserved. This report has been commissioned by Erytech Pharma and prepared and issued by Edison for publication globally. All information used in the
publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of this report. Opinions contained in this report
represent those of the research department of Edison at the time of publication. The securities described in the Investment Research may not be eligible for sale in all jurisdictions or to certain categories of investors. This
research is issued in Australia by Edison Aus and any access to it, is intended only for "wholesale clients" within the meaning of the Australian Corporations Act. The Investment Research is distributed in the United States
by Edison US to major US institutional investors only. Edison US is registered as an investment adviser with the Securities and Exchange Commission. Edison US relies upon the "publishers' exclusion” from the definition
of investment adviser under Section 202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. As such, Edison does not offer or provide personalised advice. We publish information about
companies in which we believe our readers may be interested and this information reflects our sincere opinions. The information that we provide or that is derived from our website is not intended to be, and should not be
construed in any manner whatsoever as, personalised advice. Also, our website and the information provided by us should not be construed by any subscriber or prospective subscriber as Edison’s solicitation to effect, or
attempt to effect, any transaction in a security. The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and
habitual investors who are “wholesale clients” for the purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell,
subscribe, or underwrite any securities mentioned or in the topic of this document. This document is provided for information purposes only and should not be construed as an offer or solicitation for investment in any
securities mentioned or in the topic of this document. A marketing communication under FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence
of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research. Edison has a restrictive policy relating to personal dealing. Edison Group does not conduct any
investment business and, accordingly, does not itself hold any positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any
or related securities mentioned in this report. Edison or its affiliates may perform services or solicit business from any of the companies mentioned in this report. The value of securities mentioned in this report can fall as
well as rise and are subject to large and sudden swings. In addition it may be difficult or not possible to buy, sell or obtain accurate information about the value of securities mentioned in this report. Past performance is not
necessarily a guide to future performance. Forward-looking information or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable,
and therefore involve known and unknown risks, uncertainties and other factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations.
For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in relation to acquiring or
disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is intended only as a “class
service” provided by Edison within the meaning of the FAA (ie without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making an investment decision. To
the maximum extent permitted by law, Edison, its affiliates and contractors, and their respective directors, officers and employees will not be liable for any loss or damage arising as a result of reliance being placed on any
of the information contained in this report and do not guarantee the returns on investments in the products discussed in this publication. FTSE International Limited (“‘FTSE”) © FTSE 2015. “FTSE®" is a trade mark of the
London Stock Exchange Group companies and is used by FTSE International Limited under license. All rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors
accept any liability for any errors or omissions in the FTSE indices and/or FTSE ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE’s express written consent.
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