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Newron Pharmaceuticals
Safinamide filed in the US

Safinamide has now been filed in the US, which should allow for approval
in Q215. First safinamide launch could still be in early 2015 with European
approval potentially by end 2014. The CHF18.6m capital raise extends the
cash runway to end ‘16 and should allow Newron to advance development
of the pipeline of orphan drugs, which it could commercialise alone. Our
updated valuation including the capital increase is €267m/CHF333m.

Year end Revenue PBT* EPS* DPS PIE Yield

(€m) (€m) (€) (€) (x) (%)
12112 8.9 (2.5) (0.29) 0.0 N/A N/A
12113 35 ) (0.62) 0.0 N/A N/A
12/14e 0.8 (12.0) (0.98) 0.0 N/A N/A
12/15¢ 0.0 (14.8) (1.13) 0.0 N/A N/A

Note: *PBT and EPS are normalised, excluding intangible amortisation, exceptional items
and share-based payments. We exclude safinamide royalties until formal approval.

US filing should allow for approval in Q215

Newron and partner Zambon have filed safinamide with the US FDA for both early-
stage PD as an add-on to dopamine agonists, and in mid- to late-stage PD as an
add-on to levodopa. A standard 12-month review process would allow for approval
in Q215. The filing should trigger a small milestone payment to Newron. Safinamide
was also filed in Switzerland in March. European approval could be by the end of
this year following MAA filing in December. Sub-licensing safinamide remains key.

Plans to progress NW-3509 to Phase Il confirmed

NW-3509 preliminary data from the ongoing Phase | trial were recently presented at
the SIRS (Schizophrenia International Research Society) conference. NW-3509
was well tolerated in healthy volunteers and Newron plans to start a Phase |l trial
later and is exploring partnering options. NW-3509 is a potential treatment for
schizophrenia as an add-on treatment to antipsychotics.

Cash allows execution of orphan drug strategy

Newron raised CHF18.6m gross proceeds in April from the issue of 1.2m new
shares at a price of CHF15.75. These funds extend the cash runway to at least end
2016 and should allow Newron to advance the pipeline of orphan drugs. Milestones
and royalties related to safinamide could potentially extend the cash reach beyond
first launch of one of these candidates in 2017. The orphan pipeline includes
sNNO0031 for severe PD, sNN0029 for ALS and sarizotan for Rett syndrome.

Valuation: Risk-adjusted NPV of €267m/CHF333m

We value Newron at €267m/CHF333m or CHF25.6/share based on a risk-adjusted
NPV analysis, including current net cash, safinamide in PD, the portfolio of orphan
drugs and NW-3509. Current net cash of €34m including proceeds from the recent
private placement and commitments from third parties should now be sufficient to
fund operations to at least end 2016 beyond key value inflexion points, including
safinamide regulatory approval decisions and potential sub-licensing.

Regulatory update and
capital increase
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Business description

Newron Pharmaceuticals is an Italian biotechnology
company focused on CNS diseases. Its most
advanced drug, safinamide, has been filed in
Europe, the US and Switzerland for Parkinson's
disease. Safinamide is partnered with Zambon and
Meiji Seika.

Next events

Safinamide sub-licensing 2014
NW-3509 start of Phase |l Q414
Safinamide EU approval Q414
Safinamide US approval Q215
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Valuation

Our underlying product valuation assumptions are unchanged, although these have altered slightly
with rolling our valuation forward. We now include the CHF18.6m/€14.9m proceeds from the recent
capital raise in our net cash, which together raise our rNPV to €267m/CHF333m. This is diluted to
CHF25.6/share given the increased number of shares. The breakdown of our rNPV valuation,
which uses a 12.5% discount rate, is shown in Exhibit 1.

Exhibit 1: Newron rNPV valuation

Product Indication Launch Peak sales NPV (€m) Probability NPV NPV NPV/share

(€Em) (€m) (CHFm) (CHF/share)
Safinamide Parkinson's disease 2015 500 173.7 90% 157.0 196.2 15.1
sNN0031 Severe PD 2018 200 88.7 25% 16.4 205 1.6
sNN0029 ALS 2018 250 119.2 25% 241 30.1 2.3
Sarizotan Rett syndrome 2017 260 168.9 20% 298 37.2 29
NW-3509 Schizophrenia 2019 380 55.3 15% 5.6 7.0 0.5
Net cash 34.0 100% 34.0 425 33
Valuation 639.8 266.8 3335 25.6

Source: Edison Investment Research

Financials

Following the capital increase, we estimate current net cash of €34m (including €17m net cash at
end December, €2.9m from issuing 211k shares as part of a private placement to JPMorgan at
CHF17/share and ¢ €2m of cash commitments from third parties). We estimate cash should be
sufficient to fund operations to at least end 2016. We do not include any royalty income for
safinamide in our revenue forecasts until formal approval. In addition, our estimates only include a
milestone payment (<€1m) from partner Zambon for US filing. We do not include any milestone
payments for regulatory approvals in the US or Europe, which we estimate could together be
around €11m. We do not include any potential milestone income from safinamide sub-licensing. In
addition, our R&D spend assumes NW-3509 is partnered at the end of Phase Il development, with
Newron paying all Phase lI-related costs. If these milestones are achieved or R&D spend is lower
than we anticipate, the cash runway could potentially be extended.

We have made only very minor changes to our financial forecasts, with the increased cash position
leading to higher interest income in the next few years and hence a slightly narrower net loss.
These changes to our P&L forecasts are shown in Exhibit 2 and our financial model is shown in
Exhibit 3. With the lengthened cash runway, we no longer include illustrative financing in 2015, but
do still show €5m in 2016, which we class as long-term debt for the purposes of our model.

Exhibit 2: Key changes to financial forecasts

EUR millions 2014e 2014e % Change 2015e 2015e % Change 2016e 2016e % Change
Old New Old New Old New
Revenue 0.800 0.800 +0% 0.000 0.000 n/a 0.000 0.000 nla
Research and development (6.000) (6.000) +0% (7.500) (7.500) +0% (7.000) (7.000) +0%
EBITDA (12.372) (12.372) +0% (15.028) (15.028) +0% (14.901) (14.901) +0%
Operating Profit (12.316) (12.316) +0% (14.971) (14.971) +0% (14.844) (14.844) +0%
Profit Before Tax (reported) (12.126) (12.020) -1% (14.986) (14.741) 2% (14.858) (14.858) +0%
Profit After Tax (reported) (12.126) (12.020) -1% (14.986) (14.741) 2% (14.858) (14.858) +0%

Source: Edison Investment Research

Newron is based in Italy and reports financials in euros. It is listed in Switzerland on the SIX with
the share price quoted in Swiss francs (CHF). Our valuation is based on an FX rate of €0.8/CHF.
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Exhibit 3: Financial summary

€000s
Year end December
PROFIT & LOSS
Revenue
Cost of Sales
Gross Profit
Research and development
EBITDA
Operating Profit (before amort. and except.)
Intangible Amortisation
Exceptionals
Other
Operating Profit
Net Interest
Profit Before Tax (norm)
Profit Before Tax (FRS 3)
Tax
Profit After Tax (norm)
Profit After Tax (FRS 3)

Average Number of Shares Outstanding (m)
EPS - normalised (€)

EPS - normalised and fully diluted (€)

EPS - (IFRS) (€)

Dividend per share (EUR)

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

Dividends

Net Cash Flow

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

Closing net debt/(cash)

2010
IFRS

806
0

806
(15,922)
(21,789)
(21,667)
27

0

0
(21,640)
(33)
(21,700)
(21,673)
1128
(20,572)
(20,545)

6.6
@3.11)
@3.11)
(3.11)

0.0

100.0
-2703.3
-2688.2

6,026
5,188
128
710
13,106
396
2,557
8,087
2,066
(4,635)
(4,635)
0
(2,306)
0
(2,306)
12,191

(17,973

=
—
—
IJdX o

>
~
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(14,321
(22,408
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2011
IFRS

4,289
4,289
(3,822)

(6,570)
(6,499)

(6:482)

coo

G
o 0o
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coXddX

(3,210

27,608

6,015
0

(122)
(1)
9,971
8,378

0
24,231
(3,210)
0

0
(27,441)

21,090

(10,071)
1

(615)
(56)

301
(20)

o

(10,460
(27,441

o o

(16,981)

2014e
IFRS

800
0

800
(6,000)
(12,372)
(12,340)
2%

0

0
(12,316)
296
(12,044)
(12,020)
0
(12,044)
(12,020)
123
(0.98)
(0.98)
(0.98)
0.0

100.0
-1546.5
-1542.5

9,826
9,122
87
617
26,058
301
2,088
22,997
671
(4,791)

26,693

(12,249)
296

154
(40)

0
16,768
0

4,929
(16,981)
0

0
(21,910)

2015e
IFRS

0
0

0
(7,500)
(15,028)
(14,995)
24

0

0
(14,971)
230
(14,765)
(14,741)
0
(14,765)
(14,741)
13.0
(1.13)
(1.13)

(1.13)
0.0

n/a
n/a
n/a

9,831
9,119
95

617
12,382
301
2,088
9,566
421
(5,387)
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ool

(13,073
(21910

ocoo=—o2

(8,837)

2016e

Source: Edison Investment Research, Newron Pharmaceuticals accounts. Note: We include €5m illustrative financing in 2016 as long-

term debt.
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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 2014 Edison Investment Research Limited. All rights reserved. This report has been commissioned by Newron Pharmaceuticals 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 2014. “FTSE®” is a trade mark of the
London Stock Exchange Group companies and is used by FTSE International Limited under license. Al 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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