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Pharnext

Revised legal structure to offer operational stability

In a bid to increase operational oversight and financial stability, Pharnext
has changed its legal framework, from a public limited company to a
limited partnership with shares, following shareholder approval. Pharnext
Développement, a joint-stock company controlled by Neovacs (with Hugo
Brugiére as chairman), will be the sole general partner with existing
shareholders as limited partners. This follows the January 2022
commitment by Neovacs to provide liquidity support to Pharnext (up to
€24m to December 2023 at Euribor +12%) to progress lead asset PXT3003
to final data readouts (expected in Q423). We revise our valuation for the
estimated net debt figure and latest shares outstanding (875.2m as of 17
February 2023). While we keep our probability of success for PXT3003 at
70%, we raise our discount rate from 12.5% to 15% on account of recent
biotech volatility and increased macro risks. Our valuation now stands at
€217m (from €269m) or €0.25/basic share (vs €250/share previously, post
the 5,000:1 share consolidation). We highlight that the valuation and
opinions in this note are based solely on publicly available information and
are consistent in our approach for our ongoing coverage of Pharnext.

Revenue PBT* EPS* DPS P/IE Yield
Year end (€m) (€m) (€) (€) (x) (%)
12120 2.8 (21.4) (1.17) 0.00 N/A N/A
12/21 36 (30.6) (1.01) 0.00 N/A N/A
12/22e 24 (31.7) (1.90) 0.00 N/A N/A
12/23e 2.5 (30.4) (0.03) 0.00 N/A N/A

Note: *PBT and EPS are normalised, excluding amortisation of acquired intangibles,
exceptional items and share-based payments. FY20 and FY21 shares outstanding not
retrospectively adjusted for the 5,000:1 share consolidation undertaken in November 2022.

Neovacs support alleviates funding overhang

We believe that the recent structural change and additional by
Neovacs (up to €2m/month until December 2023) indicate a maturing collaboration
with the goal of driving PTX3003 to clinical conclusion. Pharnext’s continued
reliance on the OCEANE-BSA convertible financing has weighed on the share price
and Neovacs’ involvement offers stability, although the servicing cost (12-month
Euribor +12%, going up to Euribor +20% if repayment is delayed) for the additional
funding is fairly high. However, we believe that the aforementioned changes could
provide an opportunity for Pharnext to generate operational efficiencies.

Seeking strategic pharma deals

We maintain that Pharnext’s trading performance is not a reflection of the potential
value of PXT3003, its first-in-class treatment for Charcot-Marie-Tooth disease type
IA (CMT1A). Pharnext had announced that it is actively seeking a capital
transaction that could eventually lead to a takeover of the company, which we see
as a sensible move, with potential to generate stakeholder value.

Valuation: €217m or €0.25 per basic share

We update our model for the latest estimated net debt (€30.9m vs €11.9m pro
forma at 18 October 2022) and post-consolidation shares outstanding as of 17
February (€875.2m, up from 3.9m at end-November) and incorporate a higher
discount rate (15% vs 12.5% previously) to account for recent market tightness.
Our valuation readjusts to €217m (from €269m), with the basic per-share valuation
resetting to €0.25 (assuming all future development funding is met via debt).
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Business description

Pharnext is an advanced clinical-stage
biopharmaceutical company developing novel
therapies for neurodegenerative diseases lacking
curative and/or disease-modifying treatments. Its
lead programme is PXT3003 for Charcot-Marie-
Tooth disease type 1A and is currently in advanced
Phase Il clinical trials with top-line data expected in
Q423. PXT3003 originated from Pharnext's
Pleotherapy R&D approach.
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Neovacs-Pharnext expanded deal dynamics

Revised legal structure an effort to ensure business viability

On 24 February 2023, Pharnext shareholders approved a transition of Pharnext’s legal and
financial framework from a hitherto public limited company to a limited partnership with shares.
Following the transition, Pharnext Développement, a simplified joint-stock company controlled by
Neovacs (with Hugo Brugiére as chairman), will be the sole general partner with existing
shareholders as limited partners. This will allow Neovacs to have full operational control of the
business, albeit with unlimited liability over outstanding debts and other operational requisites. The
limited partners’ (existing shareholders in this context) liabilities, in contrast, will be restricted to their
individual holding in the company although they cease to have a say in the company’s operations
and decision making. The supervisory board of the limited partnership will be composed of the
current members of the board of directors (Joshua Schafer, Lawrence Steinman and James Kuo,
with the exception of Hugo Brugiére). We note that as part of the restructuring, Pharnext
Développement has decided to reduce the par value of the issued capital, from €0.01/share to
€0.001/share, reducing the share capital to €87.5k.

Although the full impact of this structural change and new governance will become clear in due
course, we believe that Neovacs’ stewardship and financial backing provide the much-needed
stability to allow Pharnext to continue operations and take PXT3003 to top-line readouts in Q423.
One of the reasons cited for this decision was to shield the company from a hostile takeover at the
depressed current trading performance of the stock (which is not reflective of PXT3003’s intrinsic
value, as mentioned earlier), which we concur with.

Neovacs financing mitigates near-term liquidity risk

In October 2022, Pharnext announced a €20.7m strategic funding with Neovacs, as well
as a renegotiated agreement with Alpha Blue Ocean Group (ABO), holder of the OCEANE-BSA
convertible debt. According to the new agreement with ABO, the maximum gross amount to be
raised from these securities was revised down to €26m from the previous €45m. The €26m was to
be divided into 13 monthly tranches of €2m each (available for utilisation between December 2022
and December 2023), although the disbursement was subject to certain pre-conditions, including
Pharnext’'s market capitalisation staying above €2m over a period of 10 days preceding the
payment of each tranche. Pharnext did not meet this covenant in December, resulting in ABO not
releasing the funds, although the company did manage to drawdown another €1m tranche towards
the end of January 2023. To cover any shortfall and the potential 12-month liquidity risk (due to the
restrictive OCEANE-BSA terms, which may have impeded the issuance of further notes to ABO),
Neovacs has offered to extend its funding support to cover Pharnext’'s working capital needs (up to
€2m/month) until December 2023, past the final data readout for PXT3003 from the pivotal Phase
Il PREMIER trial. To compensate for the missed €2m ABO payment in December 2022, Neovacs
committed to providing Pharnext with a cash infusion of up to €2m by end January 2023. We
discuss the financing terms in detail in the subsequent section, and expect this monthly
disbursement to continue, at least until Pharnext’s capitalisation comes back in line with the pre-
conditions required by ABO. With this additional ¢ €24m in liquidity support, total commitment by
Neovacs in Pharnext now stands at c €45m.

We note that Pharnext has initiated talks with ABO to terminate the OCEANE-BSA agreement
mutually in the event that there is an agreement with a strategic industrial partner. We also highlight
that Pharnext has now drawn down 12 tranches of the OCEANE-BSA convertible debt facility for
total gross proceeds of €37m. Ten of these tranches have been fully converted into shares, while
the 11th tranche has been partially converted.
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Financing terms of the Neovacs expanded arrangement

The bridging loan will be for an amount of up to €2m/month until the end of December 2023 for a
maximum total amount of €24m. The monthly loan will be available in the event that Pharnext is
unable to draw down from the revised OCEANE-BSA facility (such as not being in compliance with
the pre-conditions required for the loan extension). The goal is to ensure that Pharnext is able to
progress its pivotal Phase Il PREMIER trial for PXT3003, which is at a crucial stage with final
readouts expected in Q423.

The loan will be disbursed in tranches of €100,000 at Pharnext’s request, but will be capped at €2m
per month. The loan will bear an annual interest rate equal to the 12-month Euribor rate (currently
3.3%) +12% and will have to be repaid (principal plus interest) by 30 June 2024 at the latest. In the
event that the loan is not fully repaid by the said date, the interest rate on the outstanding amount
would increase to the 12-month Euribor rate +20%. The agreement is subject to certain pre-
conditions, such as Pharnext not being in default of payments or in breach of any of the
undertakings given to Neovacs under the initial financing agreement signed on 3 October 2022. In
consideration of Neovacs’ commitment, Pharnext will pay Neovacs a commitment and structuring
fee equal to 1% of the amount funded by Neovacs, which translates to a maximum of €240,000.
The 1% fee will have to be paid with the drawdown of each tranche. While the servicing cost is fairly
high, we believe that the primary focus for Pharnext is to stay funded to trial completion, with the
expectation of a sentiment reversal and corresponding stock re-rating if top-line data from the
Phase Ill study are encouraging. In this regard, we see this firm commitment by Neovacs as a
positive for Pharnext.

Seeking strategic pharma deals

With PXT3003 approaching clinical conclusion, Pharnext on 11 January that it will seek
a capital transaction that could eventually lead to a takeover of the company. Pharnext currently
favours an agreement with a player in the pharmaceutical industry. We believe this will support the
next phase of development, including market authorisation in the United States and Europe and
subsequent commercialisation, provided Phase Il results are positive. We believe this is a sensible
move.

Valuation

We value Pharnext using a risk-adjusted net present value (NPV) methodology, consistent with the
approach in our of 29 September 2020 and our ongoing coverage. We highlight that
the valuation and opinions in this note are based solely on publicly available information.

We focus exclusively on Pharnext's lead Phase Il asset, PXT3003, which targets CMT1A, a
genetic peripheral nerve disorder that causes progressive muscle weakness. It is the most common
type of CMT and afflicts more than 150,000 people in the United States and Europe combined (1.5
million people worldwide), with the most severe cases (c 5% of patients) requiring wheelchairs.
There are currently no approved drugs, with treatment restricted to supportive care such as
orthotics, leg braces and physical and occupational therapy. PXT3003 is the most advanced
clinical-stage asset for this indication and should benefit from first-mover advantage, if approved.
PXT3003 is targeting patients in the mild-to-moderate range (defined as scoring below 20 on the
36-point Charcot-Marie-Tooth Neuropathy Score scale), which typically includes patients with
certain gait abnormalities, although they continue to be functionally unimpaired. For this cohort,
timely treatment with PXT3003 can potentially halt progression to a debilitating state and may
therefore have the highest implied benefit. We note that the latest available data from the PLEO-
CMT-FU open-label extension study ( ) supports this assertion (showing
sustained benefit to the 126 CMT1A patients who had chosen to continue on the extension study).
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If clinical development is successful and regulatory approval is achieved, PXT3003 would be the
first therapy approved for the indication and would have seven years and 10 years of market
exclusivity courtesy of its orphan drug designation in the United States and Europe, respectively.

We base our valuation on target geographies, the United States and EUS5, as these will be the most
likely markets for PXT3003 and the ones with the highest potential. We estimate the target patient
population (mild to moderate CMT1A) in these geographies to be 110,000 (¢ 70% of the total
CMT1A population). We assume a launch price of $55,000 per year in the United States for
PXT3003 and a 40% lower price in Europe. We acknowledge that when considering pricing for
PXT3003 there are few comparators, as few drugs have been repurposed successfully for rare
genetic diseases. This pricing is on a par with tetrabenazine ($57,000/year minimum), a generic
drug approved for Huntington’s disease, a different movement disorder (albeit more severe). We
also assume a 30% gross/net sales discount and a conservative 20% peak penetration rate (given
the unmet need) to reflect the risk related to clinical benefit given this indication remains
unexplored.

We continue to apply a probability of success of 70% for PXT3003 to reflect the development risk
associated with a late-stage Phase Il trial. However, we now raise our discount rate to 15%, from
our historical rate of 12.5%, to account for the recent macroeconomic environment and biotech
sector softness. We have made other adjustments to our valuation to reflect the 5,000:1 share
consolidation effected in November 2022, further drawdown of the OCEANE-BSA convertible debt
tranches, warrant conversions by Neovacs (in lieu of certain payments due by Pharnext) and our
latest estimated net debt figure (€30.9m at end FY22 vs the €11.9m? pro forma figure in our

Our risk-adjusted NPV is now €217m (from €269m on 19 October). The per-share valuation resets
to €0.25 following the aforementioned share consolidation and subsequent conversions of the
OCEANE-BSA tranches, as well as warrant conversions by Neovacs (versus €250/share previously
on a post-consolidation basis). Our per-share valuation is based on 875.2m shares outstanding as
of 17 February 2023, but we note that an additional 107 OCEANE-BSA convertible bonds from
tranche 11 are yet to be converted into shares, and Neovacs warrants are continuing to convert,
which means that our per-share valuation will continue to be affected. Our valuation is not diluted
for any potential equity funding that the company may require to bring the development of PXT3003
forward and, as per Edison methodology, we assume that all the development funding is secured
via debt.

Exhibit 1: Pharnext valuation

Development Indication Clinical stage Probability of Launch Patentlexclusivity Launch pricing Peak sales rNPV
programme success year protection (US$lyear) (US$m) (€m)
PXT3003 CMT1A Phase Il 70% 2024 2031-34 55,000 626 248.2
Total 248.2
Estimated net debt at end FY22 (€m) 30.9
Total firm value (€m) 217.3
Total basic shares* (m) 875.2

0.25

Value per basic share (€)

Source: Pharnext reports, Edison Investment Research. Note: *Basic shares outstanding as of 17 February 2023.
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The underlying business fundamentals and pipeline potential for PXT3003 have remained
unchanged over the last year, but the convertible funding announced in June 2021 and the resulting
dilution have continued to weigh on Pharnext’s share price, despite its ongoing mitigation efforts.
We believe that the announced extension of funding support by Neovacs is a positive development
for the company, with the potential to redirect the market’s attention to the underlying potential of
PXT3003, albeit we note that further dilution is still expected.

1 €11.9m comprised €19.6m in net debt at end H122 plus subsequent offerings and committed repayments.
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Share capital and dilution

By way of clarification, we remind investors that Pharnext has undertaken a number of previous
financing initiatives as part of its development process and, as we have previously described, these
have produced ongoing and sizeable . These partly explain the gap between our valuation,
which is based on the clinical pipeline, and the company’s current market valuation.

Our previous reports are available on our . At the time of our in September
2020, the share count was 19.2m and this increased to before being re-
based to 3.9m by the 5,000:1 consolidation. The number of shares in issue has since increased to
875.2m as at 17 February 2023. This increase reflects the issue of a further ¢ 843.7m new shares
to OCEANE-BSA post consolidation under the terms of the June 2021 convertible funding and
27.7m to Neovacs on the exercise of warrants. The movements are detailed on Pharnext's

We expect further increases in issued shares from the remaining OCEANE-BSA conversions and
warrant exercises by Neovacs. High trading volumes suggest that most of the new shares issued
have been placed or sold into the market, providing liquidity for interested new investors.
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Exhibit 2: Financial summary

31-December

INCOME STATEMENT

Revenue

Cost of Sales

Gross Profit

R&D

Admin & Marketing

EBITDA

Operating profit (before amort. and excepts.)
Amortisation of acquired intangibles
Exceptionals

Share-based payments

Reported operating profit

Net Interest

Joint ventures & associates (post tax)
Exceptionals

Profit Before Tax (norm)

Profit Before Tax (reported)
Reported tax

Profit After Tax (norm)

Profit After Tax (reported)

Minority interests

Discontinued operations

Net income (normalised)

Net income (reported)

Average Number of Shares Outstanding (m)
EPS - normalised (c)
EPS - normalised fully diluted (c)
EPS - basic reported (€)
Dividend (€)

BALANCE SHEET
Fixed Assets

Intangible Assets
Tangible Assets
Investments & other
Current Assets

Stocks

Debtors

Cash & cash equivalents
Other

Current Liabilities
Creditors

Tax and social security
Short term borrowings
Other

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

Minority interests
Shareholders' equity

CASH FLOW
Operating Cash Flow
Working capital
Exceptional & other

Tax

Net operating cash flow
Capex
Acquisitions/disposals
Net interest

Equity financing
Dividends

Other

Net Cash Flow

Opening net debt/(cash)
FX

Other non-cash movements
Closing net debt/(cash)

€000s

2020
IFRS

2,810.5
0.0
28105
(13,548.4)
(8,175.6)
(18,159.2)

0.0
0.0
(197.0)
(18913.5)
(2,650.5)
0.0

0.0
(21,367.0)
(21,564.1)
0.0
(21,367.0)
(21,564.1)
0.0

0.0
(21,367.0)
(21,564.1)

18.2
(117.33)
(117.33)
(1.18)
0.00

855.4
74

1463
701.8
20,398.4
0.0
9,320.2
11,078.2
0.0
(15,516.6)
(11,302.7)
0.0
(3,926.0)
(287.9)
(18,256.2)
(17,021.3)
(1,234.8)
(12,519.0)
0.0
(12,519.0)

(17,962.2)
1,797.7
825

0.0
(16,081.9)
220
(83.4)
(1,622.2)
16,271.7
0.0
(199.5)
(1,693.4)
7,156.0
0.0
(1,019.7)
9,869.2

2021
IFRS

3,564.8
0.0
3,564.8
(19,614.0)
(6,807.6)
(22,194.5)
(18,716.5)
0.0

0.0

2.0
(22,856.9)
(7,760.8)
0.0

0.0
(30,619.7)
(30,617.6)
0.0
(30,619.7)
(30,617.6)
0.0

0.0
(30,619.7)
(30,617.6)

304
(100.67)
(100.67)
(1.01)
0.00

906.4
0.2

3222
584.0
15,545.2
0.0
7,577.2
7,968.0
0.0
(19,305.3)
(8,424.1)
0.0
(8,713.2)
(2,168.0)
(15,003.0)
(13,199.9)
(1,803.1)
(17,856.7)
0.0
(17,856.7)

(22,196.5)
(905.2)
(632.9)

0.0
(23,734.7)
(46.5)
723
(1,089.0)
32,819.3
0.0
(4,294.3)
3,727.2
9,869.2
0.0
(7,803.2)
13,945.2

2022¢
IFRS

24004
0.0
2,400.4
(20475.9)
(7,302.2)
(25,345.2)
(22,858.9)
0.0

0.0

0.0
(25,377.7)
(6,311.2)
0.0

0.0
(31,688.9)
(31,688.9)
0.0
(31,688.9)
(31,688.9)
0.0

0.0
(31,688.9)
(31,688.9)

16.6
(190.40)
(190.40)
(1.90)
0.00

874.0
0.0

290.0
584.0
5,5520.3
0.0
5,102.4
417.9

0.0
(12,486.8)
(8,856.6)
0.0
(1,462.2)
(2,168.0)
(31,703.0)
(29,899.9)
(1,803.1)
(37,795.6)
0.0
(37,795.6)

(25,345.2)
2,907.4
0.0

0.0
(22,437.9)
0.0

0.0
(6,311.2)
11,750.0
0.0

0.0
(16,999.1)
13,945.2
0.0

0.0
30,944.3

2023e
IFRS

2,466.7
0.0
2,466.7
(21,041.1)
(9,904.5)
(28,449.9)
(25,377.7)
0.0

0.0

0.0
(28,478.9)
(1,933.7)
0.0

0.0
(30,412.6)
(30,412.6)
0.0
(30,412.6)
(30,412.6)
0.0

0.0
(30,412.6)
(30,412.6)

875.2
(3.47)
(3.47)
(0.03)

0.00

845.0
0.0

261.0
584.0
6,826.6
0.0
52432
1,583.4
0.0
(14,496.7)
(9,866.5)
0.0
(2,462.2)

(65,528.2)

(28,449.9)
869.1

0.0

0.0
(27,580.9)
0.0

0.0
(1,933.7)
2,680.0
0.0

0.0
(26,834.5)
30,944.3
0.0

0.0
57,778.8

Source: Pharnext, Edison Investment Research. Note: FY20 and FY21 shares outstanding not retrospectively adjusted for the 5,000:1
share consolidation undertaken in November 2022. Number of shares outstanding of 875.2m is as at 17 February 2023.
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This report has been commissioned by Pharnext and prepared and issued by Edison, in consideration of a fee payable by Pharnext. Edison Investment Research standard fees are £60,000 pa for the production and broad
dissemination of a detailed note (Outlook) following by regular (typically quarterly) update notes. Fees are paid upfront in cash without recourse. Edison may seek additional fees for the provision of roadshows and related
IR services for the client but does not get remunerated for any investment banking services. We never take payment in stock, options or warrants for any of our services.

Accuracy of content: 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 and have not sought for this information to be independently verified. Opinions contained in this report represent those of the research department of Edison at the time of publication. 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.

Exclusion of Liability: To the fullest extent allowed by law, Edison shall not be liable for any direct, indirect or consequential losses, loss of profits, damages, costs or expenses incurred or suffered by you arising out or in
connection with the access to, use of or reliance on any information contained on this note.

No personalised advice: The information that we provide should not be construed in any manner whatsoever as, personalised advice. Also, 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 securities described in the report may not be eligible for sale in all jurisdictions or to certain categories of
investors.

Investment in securities mentioned: Edison has a restrictive policy relating to personal dealing and conflicts of interest. 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, subject to
Edison's policies on personal dealing and conflicts of interest.

Copyright: Copyright 2023 Edison Investment Research Limited (Edison).

Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Representative (1252501) of Crown Wealth Group Pty Ltd who holds an Australian Financial
Services Licence (Number: 494274). This research is issued in Australia by Edison AU and any access to it, is intended only for "wholesale clients" within the meaning of the Corporations Act 2001 of Australia. Any advice
given by Edison AU is general advice only and does not take into account your personal circumstances, needs or objectives. You should, before acting on this advice, consider the appropriateness of the advice, having
regard to your objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any relevant Product Disclosure Statement or like
instrument.

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. 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 (i.e. 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.

This document is prepared and provided by Edison 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.

This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional experience in matters relating to investments, i.e. investment professionals within the meaning of Article
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