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Background of Termination Notice from Astellas of the Agreement to Co-develop
ASP7374 (UM-0502) and ASP7373 (UMN-0501) and Alter native Business Plan

The followings are the outline of the backgroundwbther releasby UMN Pharma Inc. (“the Company “Notice
Received from Astellas for its Exercise of TermioatRight of the Agreement to -develop ASP7374 (U-0502) and
ASP7373 (UMM0501)"todayand theCompan’s alternative busiess pla.

1. Background oTerminationNotice from Astellas of thCo-developmenAgreemer

The Company and Astellas Pharma Inc. entered li@greement to -develop ASP737and ASP737 on Septembe
10, 2010 an have been closely working toget since thenAs for ASP737, having successfully achieved all the prim
endpoints in the Phelll clinical trial conducted by Astellathe application for marketing approval of recombiniafluenza
HA vaccine ASP737 for the prevention of seasonal influerwas submitteto the Ministry of Health, Labour ar
Welfare(“MHLW") by Astellason May3C, 2014 andhe Company and Astellas hi collaborativelybeen responding to tt
related inquiries from Pharmaceuticals ancdical Devices Agency (“PMDA”) for the approv

PMDA presente to Astellasasthe regulator’s point of vieithatafter considering thbenefit: and therisks of ASP7374
PMDA has no intension to continue the review precasy furthe. Astellashasconcludecthatit would be difficult to obtair
the approval cAPS7374 from PMDA and thithe application should be turned do

The Compan as a partny, strongly disagrees with the conclusions statedMi{pR and believes that PMDA ignored
did not unerstand the compelling evidence of superior safaly efficacy cUMN-0502that should have resulted
licensurt. In addition,the recent achievements by Protein Sciences Cdipoi@PSC”) regarding its Flubl® (UMN-0502,,
such aghe results that Fblok® Quadrivalent proved to be more effective thanaditional eg-based flu vaccine i
protecting people against influenza and the feat ttie vaccination of Flublok is expanding in the US marl have been
shared wit the concerned parties, includisubmittin¢ thoseto PMDA through Astelle.

It is regretable thzg it has also become impossible for the Company tkwagether with Astellas to achieve the g
anymore after having received the notice of tertimmeof the agreement between Astellas would commence tl
procedure to withdraw the application for marketapgproval of ASP73% with PMDA andthe Company and Astellas w
concurrently take the procedure for the terminatibthe agreemen At the compleion of the process, restitution of all t
rights granted to Astellas subjectthe agreement will breturnedo the Compan

Nevertheles, the Company beliesthat it is possible treapplythe application for marketing approval of UI-0502 for
theprevention of seasonal influenza to MH|, given the Compar's recognitiorregarding the clinical significance
UMN-0502 as previously touched u}. As for the reapplication, the Company will makeidien after assessing tl
feasibility includingcosts ad time.



2. Alternative Business Plan

Under such business circumstances as releaday, the Company should put more focus upon ogersesiness
developments, especially those making UNIGEN ItWdN(GEN’, consolidated subsidiary of the Companyhétion as a
global manufacturing base of Flublok® drug substan¢DS"), currently underway in collaboration wRsC for the U.S.
market. The revised mid-term business plan wiltdmonsidered and restructured accordingly andatisd as soon as it
becomes fixed.

PSC has announced, on October 11, 2016, th&tiA has approved its quadrivalent formulatiofrloblok influenza
vaccine for adults 18 years of age and older aadhtimber of vaccination of Flublok® has been insirggin the U.S.
market. As touched upon in the previous paragrBfSi; has also released a result of a clinical stualyshows people who
received Flublok® Quadrivalent were more effectiven a traditional egg-based flu vaccine in pratgcpeople against
influenza with non-inferiority in safety shown.

PSC has already started various tests to acgelevant data necessary for submission of sBISupplemental Biologics
License Application to FDA using Flublok® DS manufactured at UNIGEN @Gfflant in October 2016. As in the release
on December 19, 2016, PSC has successfully cord@etecification test, which is crucial part of ttega for SBLA, and is
now in the preparatory process for the submissidhe Company will further accelerate actions stoagart exporting
Flublok® to the U.S. as early as possible in coafen with PSC.

As for the exclusive right licensed from PSE€rmnufacture, marketing and sale of UMN-0502 ipada the Company
will make decision for future business strategieddpan, including the reapplication of UMN-050@assessing the
feasibility including costs and time, as previousigntioned. Regarding Asian markets, where the @ompvas granted the
exclusive rights from PSC to commercialize PSCfénza vaccines in the territories of China, Hétumng, Korea,
Singapore and Taiwan, ILDONG Pharmaceutical Cal, (tteadquarters: Seoul, President & CEO Jung-eh) is now
preparing for beginning clinical trial of UMN-0502 South Korea, based on the agreement reachedoeniber 28, 2012
for co-development and exclusive commercializabldMN-0502, UMN-0501 and UMN-0901. As for the othsian
markets, the Company will further accelerate attigsifor reaching alliances in the territoriesyeently has increasingly
been receiving the related inquiries especiallgrd®SC’s announcement that FDA approved Flublok@dpualent
influenza vaccine in October, 2016. With regaadthe other pipelines such as UMN-2002, the Compeatyurther go
forward the developments and the negotiations wbiasing more on global business deploymentsem\af the current
circumstances of UMN-0502. As for financial aspeseriously taking to heart the current financa@iditions, the
Company will do its utmost to improve the finangélation as a group through further through cagings and re-
examination of the business structure, includings@nd-build of R&D locations and organizatiorestructuring.

It is extremely regrettable that the Comparyigent business situation would make the stakehsldisappointed and
worrisome, putting the Company’s shareholderseatap of the list. We will continue to do the beskeep mid-term
sustainable growth and to realize shareholdersievbl quickly pushing through overall restructuriipe details will be
disclosed as soon as it becomes available. We Wieltb ask for the continued understanding andeeering support.



