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Cardiome Pharma Corp. (CRME - NASDAQ)

. . OUTLOOK
Cipher Transaction to Reduce Cost and Add _ o _ o _
Cardiome has a portfolio of six hospital-based medicines in cardiology

Cash and infectious disease. In November 2013, Cardiome acquired
Aggrastat and Correvio in a transformation acquisition that provided the
infrastructure for recent and future acquisition growth.

Based on our DCF model and a 15% discount rate, Cardiome is

valued at approximately $4.00 per share. Our model applies a The company’s strategy is to acquire drugs in existing and adjacent
70% probability of EMA approval and European spaces of hospital care to leverage their commercialization platform.
commercialization for Trevyent. Currently, there are five revenue-generating products.

The groundwork undertaken for Xydalba in 2017 combined with new
sales from Zevtera should accelerate growth for 2018. Sales from
Esmocard Lyo and potentially other additions may also augment the
growth trajectory.

; In 2015, Cardiome signed a license agreement for commercialization of
Curren_t Price (4/5/2018) $2.34 Trevyent in the EU, Canada and Middle East. An MAA and NDS are
Valuation $4.00  expected to be filed for approval in the EU and Canada respectively in

2018 and sales are expected in 2019. Additional upside exists as
Trevyent is approved and commercialized.
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What’s New

2017 Full Year Operational and Financial Results

Cardiome Pharma Corp. (NASDAQ: CRME) issued a press release reporting 2017 full-year results on March 13,
2018, and filed its 2017 financial statements and management discussion & analysis on SEDAR three weeks later.
The company posted full year revenues of $24.0 million, and net loss of ($0.90) per share. During 2017, Cardiome
advanced Xydalba in Europe with a commercial launch in several EU states. Brinavess also expanded its reach
with a product launch in South Africa, an approval in the UAE and the submission of a MAA in Pakistan. In China,
the regulatory authorities expanded the indication for Aggrastat and ZAO Firma Euroservice will navigate the drug
through the regulatory process in Russia and subsequently commercialize it. Esmocard had first sales in 4Q:17
and is off to a strong start in 2018. Partner SteadyMed also made progress with the FDA in moving Trevyent
forward through the approval process. Pre-design verification tests are underway and a 505(b)(2) submission is
expected later this year.

The big news for Cardiome was announced on March 20, where Cipher Pharmaceuticals (TSX: CPH) will acquire
Cardiome’s Canadian business portfolio, acquire all of its outstanding shares and reissue new shares to investors
on a one to one basis. The transaction will grant CAD$25.5 million to Cardiome in return for the Canadian assets
allowing the new entity to focus its efforts on developing its European assets.

Exhibit | — Cardiome Portfolio

Drug ‘ Indication Market ‘
Aggrastat Blood thinner Worldwide
Brinavess Regulate Afib long term Canada, EU, OUS
Esmocard Supraventricular tachycardia EU, Canada, MidEast
Trevyent Vasodialator for PAH EU, Canada, Israel, Mideast
Xydalba Anti-bacterial (ABSSSI) Canada, EU, Mideast
Zevtera/Mabelio 1V antibiotic/pneumonia Europe & Other

2017 was an important year for Cardiome as the company continued to seek regulatory approval for the members
of its portfolio, conduct pricing negotiations and begin the commercialization process with top hospitals in their
licensed regions. Despite the groundwork, revenues declined by 5% due to timing of Aggrastat distributor sales.
This was partially offset by Xydalba sales increases. Gross margins for the year declined to 71.5% from 74.8% in
2016" due to product mix changes.

Sales, general and administrative expenses were $36.7 million, increasing 20% as the company increased the size
of its European direct sales force to support the commercialization of Xydalba, Zevtera/Mabelio and its Canadian
sales force for the rest of the portfolio. Higher stock-based compensation and business development costs also
contributed to the increase.

Interest expense increased in 2017 due to the amended terms of the CRG Term Loan and a higher loan balance.
The net of these expenses and other items including a minimal amount of tax credit resulted in full year net loss of
($29.8) million or ($0.90) per share which compares to 2016 net loss of ($19.6) million or ($0.77) per share. Year-
end cash stands at $22.1 million compared to $26.8 million at the end of 2016. Cash burn in FY:17 was ($29.4)
million, essentially flat with 2016 levels. In the second and third quarters of 2017, Cardiome raised over $28 million
in debt and common stock proceeds, which were partially offset by issuance costs and paydown of other items.

Under the current structure, Cardiome has sufficient cash to fund operations until the second half of 2018.
However, following the end of 4Q:17, Cardiome announced an agreement with Cipher Pharmaceuticals which will
provide an additional CAD$25 million and reduce costs, which will materially increase the runway as the company
rises towards profitability.

! Our calculations exclude license and other fees from gross margin.
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Cipher Pharmaceuticals

On March 20, 2018, Cardiome and Cipher Pharmaceuticals (TSX: CPH) announced an arrangement where Cipher
will acquire the Cardiome’s Canadian business portfolio. The portfolio includes Aggrastat, Brinavess, Esmocard,
Xydalba and Trevyent. The transaction will be consummated by Cipher acquiring all of the shares of Cardiome,
followed by a restructuring of Cardiome where all shareholders of old Cardiome will receive shares of new
Cardiome in a 1:1 ratio. The deal will provide cash of CAD$25 million to Cardiome and will lighten the cost structure
related to Canadian sales and regulatory efforts. It will also allow further focus on Cardiome’s primary market in
Europe.

The companies are preparing an information circular that should be completed in April with additional detail and a
vote on the proposal by shareholders in early May. Approvals are needed from the court in Vancouver B.C. as well
as the NASDAQ and TSE. We do not anticipate any problems with this process and Cardiome has hired legal
counsel to ensure that the applications for transition from Cardiome to Correvio go smoothly with the judge and the
exchanges. Based on the timing of the shareholder meeting and vote on the acquisition, we anticipate the
transaction to be complete prior to the filing deadline for 1Q:18.

The transaction provides a substantial level of NOLs along with the assets that will benefit Cipher which will be
recognized in the cash value provided to the company. The amount of the NOLs to be transferred is approximately
CAD$200 million. For future partnerships, Cipher may act as the partner for the Canadian region. There remains
CAD$100 million in NOLs that Cardiome will be able to use for eventual profits in Europe which we will reflect in our
model after the conclusion of the transaction. The new company will be called Correvio Pharma Corp.

2017 Commercialization

Cardiome made substantial progress in 2017 advancing its drug products into new markets and forging additional
and stronger relationships with partners. The leading product, Aggrastat, which made up 84% of 2017 sales saw an
expansion of its indication in China to include patients with STEMI, and the approval of a high dose bolus regimen
in Canada. The company also entered into a distribution agreement with ZAO Firma Euroservice, who will advance
Aggrastat through the regulatory process in Russia and commercialize following approval. Partner Aspen launched
Brinavess in South Africa and partner ATCO Lab submitted an MAA in Pakistan. Brinavess received approval in
the UAE and partner Algorithm expects to commence commercialization activities for the drug in 2Q:18. Partner
Eddingpharm is preparing to start a Phase Il trial for atrial fibrillation in China to consummate Brinavess
development rights in the region. Xydalba began its launch in Sweden, Finland and the Republic of Ireland.
Esmocard saw first sales in Italy and France in the fourth quarter, and is expected to exhibit accelerating growth in
2018. Due to high costs, Cardiome has decided to withdraw Esmocard from Belgium but maintains its $3 - $5
million sales target in the region.

Exhibit Il = Cardiome Portfolio Sales Potential

* Aggrastat Consistent, steady sales of $15-20M
* Brinavess Est. Peak Sales = $5-10M (ex-US)

* Xydalba Est. Peak Sales = $50-60M

* Esmocard Est. Peak Sales = $3-5M

* Zevtera / Mabelio Est. Peak Sales = $15-20M

* Trevyent Est. Peak Sales = $75-85M

Peak sales potential of $163-200 million for existing portfolio

Zacks Investment Research Page 3 scr.zacks.com



Significant Event Timeline

Cardiome has a number of recent and upcoming milestones related to new geographic launches, interacting with
regulatory authorities regarding the approval process and consummating the transaction with Cipher. Over the next
year we anticipate the following events to take place.

» April 2018 — Information Circular distributed to Shareholders regarding Cipher transaction
» May 9, 2018 — Special meeting to consider Cipher transaction
» Mid-May 2018 — Conclude transaction with Cipher
» 4Q:17/1Q:18 — Commercial rollout of Brinavess in Canada
» FY:18 — Business development efforts in targeted areas
» FY:18 — Capital raise using ATM
» 2Q:18 — Launch of Zevtera/Mabelio in Spain & Ireland
» 2Q:18 — Proceed with registrational trial in China with Eddingpharm
» 4Q:18 — Launch Xydalba in Belgium & Netherlands
» 1H:19 — Capital raise using available funds from the debt facility
» FY:19 — Filing for approval of Trevyent in EU
» FY:20 — Launch of Trevyent in EU and other regions
Summary

Cardiome continues to execute on its efforts to obtain regulatory approval for its portfolio of products, create new
relationships with partners for distribution outside its core areas and penetrate individual countries with price
negotiation efforts and product inclusion on hospital formularies. We expect a sharp increase in 2018 revenue
growth as 2017’s groundwork yields increased penetration with a larger salesforce and additional products to sell.
The recently announced transaction with Cipher will reduce costs and provide additional capital which will help with
the cash runway until 2019. We maintain our target price of $4.00 per share and expect to update our estimates
following the reorganization and first quarter results.
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PROJECTED FINANCIALS

Cardiome Pharma Corp. - Income Statement

Cardiome PharmaCorp (USD) | 2016 A QLA Q2 A Q3 A A4 A 2017 A | 2018 E 2019 E

Product & royalty revenues| $25.1 $5.2 $5.7 $6.0 $7.0 $23.38 $30.3 $34.2
Licensing& other fees $0.2 $0.0 $0.0 $0.1 $0.1 $0.2 $0.2 $0.2

Total Revenues $25.3 $5.2 $5.8 $6.0 $7.0 $24.0 $30.5 $34.4
20.8% -26.7% -2.7% 15.0% -0.3% -4.9% 27.1% 12.8%

Cost of Product Sales $6.3 $16 $1.7 $15 $19 $6.8 $84 $103
Gross Margin 74.8% 68.3% 69.8% 75.1% 72.3% 71.5% 72.4% 70.0%

SG&A $305 $8.2 $9.6 $85 $104 $36.7 $37.8 $39.0
Amortization $0.0 $0.8 $0.8 $09 $1.0 $35 $38 $36
Cther $3.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0

Operating Income ($146) ($55) ($64) ($48) ($6.3) ($23.0) ($194) ($185)
Operating M argin ($0.6) -105.6% -111.0% -80.4% -90.0% -95.7% -63.7% -53.7%
Inter est Expense $25 $0.8 $1.2 $18 $19 $5.7 $52 $6.5
Tota Other Income $24 $0.0 $0.9 ($0.1) ($0.1) $0.8 $0.0 $0.0

Pre-Tax Income ($195) ($6.3) ($8.5) ($6.5) ($8.1) ($294) (%24 6) ($25.0)
Taxes & Other $0.2 $0.0 $0.0 $0.1 $0.3 $0.4 $0.0 $0.0
Tax Rate -0.8% -0.7% 0.1% -11% -3.2% -12% 0.0% 0.0%

Net Income ($196) ($6.3) ($8.5) ($6.6) ($84) ($29.8) (%24 6) ($25.0)

Reported EPS ($0.77) ($0.20) ($0.26) ($0.20) ($0.25) ($0.90) ($0.66) ($0.59)
YOY Growth -42.4% 226.6% -28.9% 54% 40.8% 15.8% -27.0% -9.3%
Shar es Qutstanding 25.3 31.9 324 33.9 33.9 33.2 37.6 42.0

Source: Company Filing // Zacks Investment Research, Inc. Estimates
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HISTORICAL STOCK PRICE

Cardiome Pharma Corp. — Five Year Price Chart®
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2 Chart provided courtesy of Yahoo Finance.
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DISCLOSURES

The following disclosures relate to relationships between Zacks Small-Cap Research (“Zacks SCR”), a division of Zacks Investment Research
(“ZIR”), and the issuers covered by the Zacks SCR Analysts in the Small-Cap Universe.

ANALYST DISCLOSURES

I, John Vandermosten, hereby certify that the view expressed in this research report accurately reflect my personal views about the subject
securities and issuers. | also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the recommendations or
views expressed in this research report. | believe the information used for the creation of this report has been obtained from sources | considered
to be reliable, but | can neither guarantee nor represent the completeness or accuracy of the information herewith. Such information and the
opinions expressed are subject to change without notice.

INVESTMENT BANKING AND FEES FOR SERVICES

Zacks SCR does not provide investment banking services nor has it received compensation for investment banking services from the issuers of
the securities covered in this report or article.

Zacks SCR has received compensation from the issuer directly or from an investor relations consulting firm engaged by the issuer for providing
non-investment banking services to this issuer and expects to receive additional compensation for such non-investment banking services
provided to this issuer. The non-investment banking services provided to the issuer includes the preparation of this report, investor relations
services, investment software, financial database analysis, organization of non-deal road shows, and attendance fees for conferences sponsored
or co-sponsored by Zacks SCR. The fees for these services vary on a per-client basis and are subject to the number and types of services
contracted. Fees typically range between ten thousand and fifty thousand dollars per annum. Details of fees paid by this issuer are available
upon request.

POLICY DISCLOSURES

This report provides an objective valuation of the issuer today and expected valuations of the issuer at various future dates based on applying
standard investment valuation methodologies to the revenue and EPS forecasts made by the SCR Analyst of the issuer’s business.

SCR Analysts are restricted from holding or trading securities in the issuers that they cover. ZIR and Zacks SCR do not make a market in any
security followed by SCR nor do they act as dealers in these securities. Each Zacks SCR Analyst has full discretion over the valuation of the
issuer included in this report based on his or her own due diligence. SCR Analysts are paid based on the number of companies they cover.
SCR Analyst compensation is not, was not, nor will be, directly or indirectly, related to the specific valuations or views expressed in any report or
article.

ADDITIONAL INFORMATION

Additional information is available upon request. Zacks SCR reports and articles are based on data obtained from sources that it believes to be
reliable, but are not guaranteed to be accurate nor do they purport to be complete. Because of individual financial or investment objectives
and/or financial circumstances, this report or article should not be construed as advice designed to meet the particular investment needs of any
investor. Investing involves risk. Any opinions expressed by Zacks SCR Analysts are subject to change without notice. Reports or articles or
tweets are not to be construed as an offer or solicitation of an offer to buy or sell the securities herein mentioned.

CANADIAN DISCLAIMER

This research report is a product of Zacks SCR and prepared by a research analyst who is employed by or is a consultant to Zacks SCR. The
research analyst preparing the research report is resident outside of Canada and is not an associated person of any Canadian registered adviser
and/or dealer and, therefore, the analyst is not subject to supervision by a Canadian registered adviser and/or dealer, and is not required to
satisfy the regulatory licensing requirements of any Canadian provincial securities regulators, the Investment Industry Regulatory Organization of
Canada and is not required to otherwise comply with Canadian rules or regulations.

© Copyright 2018, Zacks Investment Research. All Rights Reserved.



