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APELLIS PHARMACEUTICALS, INC.
6400 Westwind Way, Suite A,
Crestwood, Kentucky 40014
(502) 241-4114
NOTICE OF 2019 ANNUAL MEETING OF STOCKHOLDERS
To Be Held on June 18, 2019
Dear Stockholders:
You are cordially invited to attend the 2019 annual meeting of stockholders, or the Annual Meeting, of Apellis Pharmaceuticals, Inc. which is
scheduled to be held on Tuesday, June 18, 2019 at 10:00 a.m., Eastern time, at the offices of Wilmer Cutler Pickering Hale and Dorr LLP located at 60
State Street, Boston, Massachusetts 02109.
Only stockholders who owned shares of our common stock at the close of business on April 23, 2019 can vote at the Annual Meeting or any
adjournment that may take place. At the Annual Meeting, the stockholders will consider and vote on the following matters:
1.

Election of two Class II directors to hold office until the 2022 annual meeting of stockholders;

2.

Ratification of the appointment of Deloitte & Touche LLP as our independent registered public accounting firm for the fiscal year ending
December 31, 2019;

3.

Approval of an advisory vote on executive compensation;

4.

Holding an advisory vote on the frequency of future executive compensation advisory votes; and

5.

Transaction of any other business that may properly come before the Annual Meeting or any adjournment or postponement of thereof.

You can find more information, including the nominees for director, in the proxy statement for the Annual Meeting, which is available for viewing,
printing and downloading at https://www.proxydocs.com/APLS. As outlined in the attached proxy statement, the board of directors recommends that
you vote in favor of each of proposals one, two and three, and, in proposal four, for an annual executive compensation advisory vote.
Instead of mailing a paper copy of our proxy materials to all of our stockholders, we are providing access to our proxy materials via the Internet under
the “notice and access” rules of the Securities and Exchange Commission. As a result, we are sending to our stockholders a Notice of Internet
Availability of Proxy Materials, or the Notice, instead of a paper copy of this proxy statement and our annual report for the fiscal year ended
December 31, 2018, or the 2018 Annual Report. We plan to mail the Notice on or about May 6, 2019, and the Notice contains instructions on how to
access our proxy materials over the Internet. The Notice also contains instructions on how each of our stockholders can receive a paper copy of our
proxy materials, including the proxy statement, our 2018 Annual Report, and a form of proxy card.
We cordially invite all stockholders to attend the Annual Meeting in person. Stockholders of record at the close of business on April 23, 2019, the
record date for the Annual Meeting, are entitled to notice of, and to vote at, the Annual Meeting or any adjournment or postponement of the Annual
Meeting. Whether or not you expect to attend the Annual Meeting in person, please vote your shares to ensure your representation and the presence of
a quorum at the Annual Meeting. If you are a stockholder of record, you may vote your shares on the Internet by visiting
https://www.proxypush.com/APLS, by telephone by calling 866-362-4346 and following the recorded instructions or by completing, signing, dating,
and returning a proxy card. Your vote is important regardless of
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the number of shares you own. If you mail your proxy card or vote by telephone or the Internet and then decide to attend the Annual Meeting to vote
your shares in person, you may still do so. Your proxy is revocable in accordance with the procedures set forth in the proxy statement.
If your shares are held in “street name,” that is, held for your account by a bank, broker or other nominee, you will receive instructions from the holder
of record that you must follow for your shares to be voted.
By Order of the Board of Directors,

/s/ Cedric Francois
Cedric Francois
President and Chief Executive Officer
Crestwood, Kentucky
April 30, 2019
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6400 Westwind Way, Suite A,
Crestwood, Kentucky 40014
(502) 241-4114
PROXY STATEMENT
2019 ANNUAL MEETING OF STOCKHOLDERS
To Be Held on June 18, 2019
INFORMATION CONCERNING SOLICITATION AND VOTING
This proxy statement contains information about the Annual Meeting of Stockholders of Apellis Pharmaceuticals, Inc., or the Annual Meeting, to be
held on Tuesday, June 18, 2019 at 10:00 a.m., Eastern time, at the offices of Wilmer Cutler Pickering Hale and Dorr LLP located at 60 State Street,
Boston, Massachusetts 02109. The board of directors of Apellis is using this proxy statement to solicit proxies for use at the Annual Meeting. In this
proxy statement, unless expressly stated otherwise or the context otherwise requires, references to “Apellis,” “the Company,” “we,” “us,” “our” and
similar terms refer to Apellis Pharmaceuticals, Inc.
All properly submitted proxies will be voted in accordance with the instructions contained in those proxies. If no instructions are specified, the proxies
will be voted in accordance with the recommendation of our board of directors with respect to each of the matters set forth in the accompanying Notice
of Meeting. If you are a stockholder of record, you may change your vote or revoke your proxy at any time before it is exercised at the meeting by
giving our Secretary written notice to that effect.
Instead of mailing a paper copy of our proxy materials to all of our stockholders, we are providing access to our proxy materials over the Internet under
the Securities and Exchange Commission’s “notice and access” rules. As a result, we are mailing to our stockholders a Notice of Internet Availability of
Proxy Materials, or Notice, instead of a paper copy of this proxy statement and our annual report for the fiscal year ended December 31, 2018, or the
2018 Annual Report. We plan to send the Notice on or about May 6, 2019. The Notice contains instructions on how to access those documents over
the Internet. The Notice also contains instructions on how each of our stockholders can receive a paper copy of our proxy materials, including this
proxy statement, our 2018 Annual Report, and a form of proxy card.
Important Notice Regarding the Availability of Proxy Materials for
the Annual Meeting of Stockholders to be Held on June 18, 2019:
This proxy statement and our 2018 Annual Report are
available for viewing, printing and downloading at https://www.proxydocs.com/APLS.
A copy of our annual report on Form 10-K for the fiscal year ended December 31, 2018, as filed with the Securities and Exchange Commission, or
SEC, except for exhibits, will be furnished without charge to any stockholder upon written request to Apellis Pharmaceuticals, Inc. 6400 Westwind
Way, Suite A, Crestwood, Kentucky 40014. This proxy statement and our annual report on Form 10-K for the fiscal year ended December 31,
2018 are also available on the SEC’s website at http://www.sec.gov.
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IMPORTANT INFORMATION ABOUT THE ANNUAL MEETING AND VOTING
Purpose of the Annual Meeting
At the Annual Meeting, our stockholders will consider and vote on the following matters:
1.

to elect two Class II directors to hold office until the 2022 annual meeting of stockholders;

2.

to ratify the appointment of Deloitte & Touche LLP as our independent registered public accounting firm for the fiscal year ending
December 31, 2019;

3.

to approve an advisory vote on executive compensation;

4.

to hold an advisory vote on the frequency of future executive compensation advisory votes; and

5.

to transact any other business that may properly come before the annual meeting or any adjournment or postponement thereof.

As of the date of this proxy statement, we are not aware of any business to come before the meeting other than the first four items noted above.
Board of Directors Recommendation
Our board of directors unanimously recommends that you vote:
FOR the election of two Class II directors, each to serve on our board of directors for a three-year term;
FOR the ratification of the appointment of Deloitte & Touche LLP as our independent registered public accounting firm for the fiscal year
ending December 31, 2019;
FOR the approval of the advisory vote on executive compensation; and
FOR the approval, on an advisory basis, of holding future executive compensation advisory votes every ONE YEAR.
Availability of Proxy Materials
The proxy materials, including this proxy statement, a proxy card and our 2018 Annual Report, are available for viewing, printing and downloading on
the Internet at https://www.proxydocs.com/APLS.
Who Can Vote at the Annual Meeting
Only stockholders of record at the close of business on the record date, April 23, 2019, are entitled to receive notice of the Annual Meeting and to vote
the shares of our common stock that they held on that date. As of April 23, 2019, there were 63,232,476 shares of common stock issued and
outstanding. Each share of common stock is entitled to one vote on each matter properly brought before the Annual Meeting.
Difference between a “stockholder of record” and a beneficial owner of shares held in “street name”
Stockholder of Record. If your shares are registered directly in your name with our transfer agent, Computershare, then you are considered a
“stockholder of record” of those shares. In this case, your Notice has been sent to you directly by us. You may vote your shares by proxy prior to the
Annual Meeting by following the instructions contained in the Notice and in the section titled “How to Vote” on page 3 of this proxy statement.
Beneficial Owners of Shares Held in Street Name. If your shares are held in a brokerage account or by a bank, trust or other nominee or custodian, then
you are considered the beneficial owner of those shares, which are held in “street name.” In this case, your Notice will be forwarded to you by that
organization. The organization
-2 -
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holding your account is considered the stockholder of record for purposes of voting at the Annual Meeting. As the beneficial owner, you have the right
to instruct that organization as to how to vote the shares held in your account by following the instructions contained on the voting instruction card
provided to you by that organization.
Why did I receive a notice in the mail regarding the Internet availability of proxy materials instead of a full set of proxy materials?
We are pleased to comply with the rules of the SEC that allow companies to distribute their proxy materials over the Internet under the “notice and
access” approach. As a result, we are sending our stockholders and beneficial owners a copy of the Notice instead of paper copies of this proxy
statement, our proxy card, and our 2018 Annual Report. We plan to send the Notice on or about May 6, 2019. Detailed instructions on how to access
these materials via the Internet may be found in the Notice. This proxy statement and our 2018 Annual Report are available for viewing, printing and
downloading on the Internet at https://www.proxydocs.com/APLS.
How to Vote
If you are a stockholder of record, you can vote your shares in one of two ways: either by proxy or in person at the Annual Meeting. If you choose to
vote by proxy, you may do so by telephone, via the Internet or by mail. Each of these methods is explained below.
•

By Telephone. You may transmit your proxy over the phone by calling 866-362-4346 and following the instructions provided in the
Notice and on the proxy card. You will need to have your Notice or proxy card in hand when you call.

•

Via the Internet. You may transmit your proxy via the Internet by following the instructions provided in the Notice and on the proxy card.
You will need to have your Notice or proxy card in hand when you access the website. The website is available at
https://www.proxypush.com/apls.

•

By Mail. If you requested printed copies of proxy materials, you can vote by mailing your proxy card as described in the proxy materials.

•

In Person at the Annual Meeting. You may vote in person at the Annual Meeting. We will give you a ballot when you arrive. If you are the
beneficial owner of shares held in “street name” and you wish to vote in person at the Annual Meeting, you must obtain a legal proxy from
the organization that holds your shares and present it with your ballot to the inspector of election at the Annual Meeting. Even if you plan
to attend the Annual Meeting, we urge you to vote your shares by proxy in advance of the Annual Meeting so that if you should become
unable to attend the Annual Meeting your shares will be voted as directed by you. You may obtain directions to the location of the Annual
Meeting by calling our offices at (502) 241-4114.

Telephone and Internet voting for stockholders of record will be available up until 5:00 p.m. Eastern time on June 17, 2019, and mailed proxy cards
must be received by 5:00 p.m. Eastern time on June 17, 2019 in order to be counted at the Annual Meeting. If the Annual Meeting is adjourned or
postponed, these deadlines may be extended.
The voting deadlines and availability of telephone and Internet voting for beneficial owners of shares held in “street name” will depend on the voting
processes of the organization that holds your shares. Therefore, we urge you to carefully review and follow the voting instruction card and any other
materials that you receive from that organization.
-3 -
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Can I Vote My Shares by Filling Out and Returning the Notice of Internet Availability of Proxy Materials?
No. The Notice contains instructions on how to vote via the Internet, by telephone, by requesting and returning a paper proxy card, or by submitting a
ballot in person at the Annual Meeting.
Quorum
A quorum of stockholders is necessary to hold a valid meeting. Our amended and restated bylaws provide that a quorum will exist if stockholders
holding a majority of the shares of stock issued and outstanding and entitled to vote are present at the meeting in person or by proxy. If a quorum is not
present, the meeting may be adjourned until a quorum is obtained.
Abstentions and broker non-votes will count as present for establishing a quorum but will not be counted as votes cast. Broker non-votes occur when
your broker or other nominee submits a proxy for your shares (because the broker or other nominee has received instructions from you on one or more
proposals, but not all proposals, or has not received instructions from you but is entitled to vote on a particular “discretionary” matter) but does not
indicate a vote for a particular proposal because the broker or other nominee either does not have the authority to vote on that proposal and has not
received voting instructions from you or has discretionary authority but chooses not to exercise it.
Ballot Measures Considered “Discretionary” and “Non-Discretionary”
The election of directors (Proposal No. 1) is a matter considered non-discretionary under applicable rules. A broker or other nominee cannot vote
without instructions on non-discretionary matters, and therefore there may be broker non-votes on Proposal No. 1.
The ratification of the appointment of Deloitte & Touche LLP as our independent registered public accounting firm for the 2019 fiscal year (Proposal
No. 2) is a matter considered discretionary under applicable rules. A Broker or other nominee generally may exercise discretionary authority and vote
on discretionary matters. If brokers and other nominees exercise this discretionary authority, no broker non-votes are expected to occur in connection
with Proposal No. 2.
Approval of the advisory vote on executive compensation (Proposal No. 3) is a matter considered non-discretionary under applicable rules. A broker or
other nominee cannot vote without instructions on non-discretionary matters, and therefore there may be broker non-votes on Proposal No. 3.
Approval of one of the three frequency options under the advisory vote on the frequency of future executive compensation advisory votes (Proposal
No. 4) is a matter considered non-discretionary under applicable rules. A broker or other nominee cannot vote without instructions on
non-discretionary matters, and therefore there may be broker non-votes on Proposal No. 4.
Votes Required
To be elected, a director must receive a plurality of the votes cast by stockholders entitled to vote at the meeting (Proposal No. 1). The affirmative vote
of the holders of a majority of the votes cast will be required for: approval of the ratification of the appointment of Deloitte & Touche LLP as our
independent registered public accounting firm for the 2019 fiscal year (Proposal 2); approval of the advisory vote on executive compensation
(Proposal 3); and approval of one of the three frequency options under the advisory vote on the frequency of future executive compensation advisory
votes (Proposal 4).
Abstentions and broker non-votes will not be counted as votes cast or voted on any of the proposals. Accordingly, abstentions and broker non-votes
will have no effect on the voting on any of these proposals.
-4 -
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Method of Counting Votes
Each holder of common stock is entitled to one vote at the Annual Meeting on each matter to come before the Annual Meeting, including the election
of directors, for each share held by such stockholder as of the record date. Votes cast in person at the Annual Meeting or by proxy by mail, via the
Internet or by telephone will be tabulated by the inspector of election appointed for the Annual Meeting, who will also determine whether a quorum is
present.
Revoking a Proxy; Changing Your Vote
If you are a stockholder of record, you may revoke your proxy before the vote is taken at the meeting:
•

by submitting a new proxy with a later date before the applicable deadline either signed and returned by mail or transmitted using the
telephone or Internet voting procedures described in the “How to Vote” section above;

•

by voting in person at the meeting; or

•

by filing a written revocation with our corporate Secretary.

If your shares are held in “street name,” you may submit new voting instructions by contacting your bank, broker or other organization holding your
account. You may also vote in person at the Annual Meeting, which will have the effect of revoking any previously submitted voting instructions, if
you obtain a legal proxy from the organization that holds your shares as described in the “How to Vote” section above.
Your attendance at the Annual Meeting will not automatically revoke your proxy.
Costs of Proxy Solicitation
We will bear the costs of soliciting proxies. Our directors, officers and regular employees, without additional remuneration, may solicit proxies by mail,
telephone, facsimile, email, personal interviews and other means.
Voting Results
We plan to announce preliminary voting results at the Annual Meeting and will publish final results in a Current Report on Form 8-K, to be filed with
the SEC within four business days following the Annual Meeting.
-5 -
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PROPOSAL NO. 1—ELECTION OF TWO CLASS II DIRECTORS
Board of Directors
Our board of directors currently consists of five members. In accordance with the terms of our restated certificate of incorporation, our board of directors
is divided into three classes (Class I, Class II and Class III), with members of each class serving staggered three-year terms. The members of the classes
are divided as follows:
•

the Class I director is Stephanie Monaghan O’Brien, and her term expires at the annual meeting of stockholders to be held in 2021;

•

the Class II directors are A. Sinclair Dunlop and Alec Machiels, and their terms expire at the Annual Meeting; and

•

the Class III directors are Gerald Chan and Cedric Francois, and their terms expire at the annual meeting of stockholders to be held in 2020.

Upon the expiration of the term of a class of directors, directors in that class will be eligible to be elected for a new three-year term at the annual
meeting of stockholders in the year in which their term expires.
Our restated certificate of incorporation provides that the authorized number of directors may be changed only by resolution of our board of directors.
Our restated certificate of incorporation also provides that our directors may be removed only for cause and only by the affirmative vote of the holders
of at least 75% of the votes that all our stockholders would be entitled to cast in an annual election of directors, and that any vacancy on our board of
directors, including a vacancy resulting from an enlargement of our board of directors, may be filled only by vote of a majority of our directors then in
office.
Our board of directors has nominated A. Sinclair Dunlop and Alec Machiels for election as the Class II directors at the Annual Meeting. Each of
Mr. Dunlop and Mr. Machiels is presently a director and has indicated a willingness to continue to serve as director, if elected. If either Mr. Dunlop or
Mr. Machiels becomes unable or unwilling to serve, however, the proxies may be voted for substitute nominees selected by our board of directors.
-6 -
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Class II Director Nominees
Biographical information as of March 31, 2019, including principal occupation and business experience during the last five years, for our nominees for
election as Class II directors at our Annual Meeting is set forth below.
Age

A. Sinclair Dunlop has served as a member of our board of directors since March 2010. Mr. Dunlop is a co-founder of venture capital fund
Epidarex Capital and has served as the Managing Partner since July 2010. Since 2005, Mr. Dunlop has served as the Managing Partner of
venture capital fund Masa Life Science Ventures, LP. Mr. Dunlop currently serves on the board of directors of several private companies.
Mr. Dunlop received his M.B.A. from Columbia Business School where he was the R.C. Kopf British-American Fellow in international
business. He also received an M.A. with Honors in political economy from the University of Glasgow and an M.A. in international relations
from the Maxwell School of Citizenship and Public Affairs at Syracuse University. We believe that Mr. Dunlop is qualified to serve on our
board of directors because of his extensive investment and business experience.

47

Alec Machiels is a co-founder of our company and has served as a member of our board of directors since September 2009. Since 2006,
Mr. Machiels has served as a Partner at Pegasus Capital Advisors, L.P., a private equity firm that he joined in 2002. Mr. Machiels co-founded
Potentia Pharmaceuticals, Inc., or Potentia, a private biotechnology company, the assets of which we purchased in September 2015, and served
as its Chief Executive Officer from 2001 to 2002. Mr. Machiels serves on the board of directors of Creative Realities Inc. and the board of
directors of several private companies, including Revon Systems, Inc., or Revon, a private healthcare software company, which he cofounded.
Mr. Machiels previously served on the board of directors of Molycorp, Inc. He started his career as a financial analyst in the Financial Services
Group at Goldman Sachs International in London and in the Private Equity Group at Goldman, Sachs & Co. in New York from July 1996 until
June 1999. Mr. Machiels received an M.B.A. from Harvard Business School in 2001. Mr. Machiels also received a license in law from KU
Leuven Law School in Belgium and a masters in international economics from Konstanz University in Germany. We believe that Mr. Machiels
is qualified to serve on our board of directors because of his strong background in financial management and investment in businesses and his
experience serving on the boards of both public and private companies.

46

The proxies will be voted in favor of Messrs. Dunlop and Machiels unless a contrary specification is made in the proxy.
The board of directors recommends voting “FOR” the election of A. Sinclair Dunlop and Alec Machiels as the Class II directors for a three-year
term ending at the annual meeting of stockholders to be held in 2022.
-7 -
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Directors Continuing in Office
Biographical information as of March 31, 2019, including principal occupation and business experience during the last five years, for our directors
continuing in office after the Annual Meeting is set forth below.
Class I Directors (Term Expires at 2021 Annual Meeting)
Age

Stephanie Monaghan O’Brien has served as a member of our board of directors since July 2013. Ms. O’Brien has been a member of the
investment team at Morningside, a private investment group with venture, private equity and property investments, since 1997. She has served
as a director of Aduro Biotech Inc. since 2011, and as a director of numerous private nonclinical and clinical-stage companies developing
drugs across a broad spectrum of therapeutic focus, including oncology and immunotherapy, and has extensive experience providing
operational and management oversight to venture-backed technology companies. Prior to joining Morningside, Ms. O’Brien spent nine years
as a corporate lawyer with Hale and Dorr in its Boston and Washington, D.C. offices, working primarily on public offerings, venture capital
finances and start-up companies. She previously worked at Chase Manhattan Bank, working in international portfolio analysis. She received
her A.B., cum laude, from Harvard College and her J.D. from New York University School of Law. We believe that Ms. O’Brien is qualified to
serve on our board of directors because of her strong background working with biotechnology companies and her extensive experience
serving on the boards of both public and private companies.

60

Class III Directors (Term Expires at 2020 Annual Meeting)
Age

Gerald Chan, D.Sc. has served as a member of our board of directors and as Chairman since July 2013. Dr. Chan co-founded Morningside in
1986. He has served as a member of the Global Advisory Council of the International Society for Stem Cell Research since 2008, the Global
Advisory Council of Harvard University since 2012, the Dean’s Board of Advisors of the Harvard School of Public Health since 2011, the
advisory board of the Johns Hopkins Nanjing Center since 2004 and has chaired the Innovation Advisory Committee of Wellcome Trust since
2016. Dr. Chan serves on the board of directors of Stealth BioTherapeutics Corp. and Hang Lung Group Limited. He previously served as a
director of Aduro Biotech Inc. Dr. Chan received his B.S. and M.S. degrees in engineering from the University of California, Los Angeles, and
his Master’s degree in medical radiological physics and Doctor of Science degree in radiation biology from Harvard University. He did his
post-doctoral training at the Dana-Farber Cancer Institute. Dr. Chan was elected to membership in the American Academy of Arts and Sciences
in 2017. We believe that Dr. Chan is qualified to serve on our board of directors because of his extensive experience in life science
investments and serving on boards of directors.

68

Cedric Francois, M.D., Ph.D. is a co-founder of our company and has served as a member of our board of directors and as our President and
Chief Executive Officer since our inception. Prior to co-founding our company, Dr. Francois co-founded Potentia. Dr. Francois serves on the
board of directors of Liberate Medical, Inc. and Revon, which he cofounded. Dr. Francois previously served as President and Chief Executive
Officer at Potentia from 2001 to 2018. Dr. Francois received his M.D. from the University of Leuven in Belgium and his Ph.D. in physiology
from the University of Louisville. Following postgraduate training in pediatric and transplant surgery, Dr. Francois was a member of the
research team that performed the first successful hand transplantation and of the Louisville Face Transplant Team, whose work supported hand
transplantation in Lyon, France. We believe that Dr. Francois is qualified to serve on our board of directors because of his expertise and
extensive leadership experience in immunology and immune system-mediated diseases and his extensive knowledge of our company based on
his role as co-founder and Chief Executive Officer.

46
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Executive Officers Who Are Not Directors
Biographical information as of March 31, 2019 for our executive officers who are not directors is listed below.
Age

Pascal Deschatelets, Ph.D., is a co-founder of our company and has served as our Chief Operating Officer since our inception in 2009.
Dr. Deschatelets also co-founded Potentia and served as its Chief Operating Officer from 2001 to September 2016 and is a cofounder of Revon.
Dr. Deschatelets received his Ph.D. in organic chemistry from the University of Montreal and his post-doctoral training in the laboratory of
Dr. George Whitesides at Harvard University.

49

Timothy Sullivan has served as our Chief Financial Officer and Treasurer since October 2017. From January 2014 to October 2017,
Mr. Sullivan served as Partner at AJU IB Investment, a venture capital firm, at which he led the firm’s investments in life sciences companies.
Prior to joining AJU IB Investment, from December 2011 to January 2014, Mr. Sullivan was Managing Director, Head of Life Sciences at RBS
Citizens. Mr. Sullivan was an observer on our board of directors from November 2014 until October 2017. Mr. Sullivan has previously served
as a director of G1 Therapeutics, Inc. and Molecular Templates, Inc. Mr. Sullivan received his M.B.A. from the Columbia Business School and
his B.A. in Biology from Harvard University.

48

Federico Grossi, M.D., Ph.D. has served as our Chief Medical Officer since April 2019, having served as our Executive Vice President of
Clinical Development from October 2017 until April 2019, our Vice President of Clinical Development from October 2014 to October 2017
and as our Clinical Research Director from April 2010 to June 2012. Dr. Grossi served as Executive Vice President of Potentia from October
2013 to September 2014, and as Clinical Research Director of Potentia from 2006 to April 2010. From June 2012 to October 2014, Dr. Grossi
worked as an independent early stage clinical research consultant. Dr. Grossi received his M.D. from the University of Córdoba in Argentina
and his Ph.D. in physiology from the University of Louisville. Following his post-graduate training in surgery, where he developed his
expertise in microsurgery and composite tissue transplantation, Dr. Grossi joined the Plastic Surgery Research Laboratory at the University of
Louisville.

44

Thomas Lackner has served as our Senior Vice President, Head of Europe, since January 2019. From January 2017 to December 2018 he
served as Vice President, Head of European Commercial Operations at Prothena Corporation plc., a public biotechnology company. From
January 2002 to December 2016 he served in various leadership roles at Biogen Corporation, a public technology company, including as Vice
President and Managing Director for Germany, Austria and Switzerland from October 2010 to December 2016. Mr. Lackner holds an M.B.A.
from Texas A&M University.

52

Nicole Perry has served as our Vice President of Finance since April 2015. From April 2015 to June 2015, Ms. Perry also served as Vice
President of Finance at Revon. From August 2000 to April 2015, Ms. Perry worked as an independent consultant providing services to clients
primarily in the areas of financial reporting, internal control compliance and as a liaison with external accountants, bankers and legal counsel.
Prior to having her consulting practice, Ms. Perry worked in the audit practices of PricewaterhouseCoopers and Deloitte. Ms. Perry is a
Certified Public Accountant and received her B.B.A. in accounting, with distinction, from the University of Oklahoma.

54
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Ahmad Sadr has served as our Senior Vice President -Technical Operations since April 2019, having served as our Vice President – Technical
Operations from January 2017 to April 2019. From May 2016 to January 2017 he served as Director – Outsourced Manufacturing at Portola
Pharmaceuticals, a public biotechnology company, leading critical aspects of outsourced drug substance manufacturing. From April 2015 to
May 2016 he served as Vice President – Technical Operations at Vision Medicines, a private biotechnology company, and from December
2004 to April 2015 he held various leadership roles in manufacturing and supply chain at Genentech, a public biotechnology company,
including as Associate Director, Manufacturing Science and Technology from June 2014 to April 2015 and Associate Director, Global
External Manufacturing from February 2012 to June 2014, with responsibility for global manufacturing of development and commercial stage
biologics and pharmaceutical drugs. Mr. Sadr received his B.S. in Chemical Engineering from the University of Maryland and his M.S. in
Chemical Engineering at Widener University.

45

Lukas Scheibler, Ph.D. has served as our Chief Innovation Officer since April 2019, having previously served as our Executive Vice President
of Research and Translational Medicine from April 2018 until April 2019. From August 2015 to December 2017, Dr. Scheibler served as head
of research and development and executive vice president at Acucela Inc., a biopharmaceutical company. From June 2008 until July 2015, he
served in leadership roles in research and development at Alcon Laboratories, Inc., a subsidiary of Novartis AG focused on eye care products,
including as vice president, head of ideation and technology evaluation center from October 2013 to July 2015 and as vice president, global
head clinical trial management from October 2011 to October 2013. Dr. Scheibler received M.Sc. in chemistry from the University of Basel in
Switzerland, a Ph.D. in chemistry from the University of Lausanne in Switzerland and completed his post-doctoral training at Harvard Medical
School.

48

Adam Townsend has served as our Chief Commercial Officer since November 2018. From March 2010 to October 2018 he served in a variety
of leadership roles at Biogen, including as Senior Vice President of Corporate Development from March 2018 to October 2018, as Senior Vice
President, Specialty Medicines and Rare Disease Group from April 2017 to March 2018, as Vice President, Asset Executive for Spinraza from
May 2016 to April 2017, Vice President – Account Executive for Hemophilia from November 2015 to May 2016, and Vice President Global
Marketing – Head of Multiple Sclerosis from July 2013 to November 2015. Mr. Townsend received his medical biochemistry degree from
Royal Holloway, University of London.

42

David Watson has served as our General Counsel and Vice President of Corporate Development since January 2014. From January 2014 to
June 2015, Mr. Watson also served as general counsel and executive vice president of Revon. From 2006 to December 2013, Mr. Watson was a
member at the law firm Frost Brown Todd LLC. Mr. Watson received his B.A. from Harvard College, his J.D. from Vanderbilt Law School and
his M.A. in mathematics from the University of Kentucky.

46

The principal occupation and employment during the past five years of each of our executive officers was carried on, in each case except as specifically
identified above, with a corporation or organization that is not a parent, subsidiary or other affiliate of us. There is no arrangement or understanding
between any of our executive officers and any other person or persons pursuant to which he or she was or is to be selected as an executive officer.
There are no material legal proceedings to which any of our executive officers is a party adverse to us or any of our subsidiaries or in which any such
person has a material interest adverse to us or any of our subsidiaries.
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PROPOSAL 2—RATIFICATION OF THE APPOINTMENT OF DELOITTE & TOUCHE LLP AS OUR INDEPENDENT REGISTERED
PUBLIC ACCOUNTING FIRM FOR THE FISCAL YEAR ENDING DECEMBER 31, 2019
Our stockholders are being asked to ratify the appointment by the audit committee of the board of directors of Deloitte & Touche LLP, or Deloitte, as
our independent registered public accounting firm for the fiscal year ending December 31, 2019. The audit committee appointed Deloitte as our
independent registered public accounting for the 2019 fiscal year on April 8, 2019, and we formally engaged Deloitte on April 12, 2019. Prior to that
time, Ernst & Young LLP, or E&Y, served as our independent registered public accounting firm. On April 8, 2019, the audit committee dismissed E&Y
from service as our independent registered public accounting firm.
E&Y’s reports on our financial statements as of and for the fiscal years ended December 31, 2018 and 2017 did not contain any adverse opinion or
disclaimer of opinion, nor were they qualified or modified as to uncertainty, audit scope, or accounting principles. E&Y’s reports for each of the fiscal
years ended December 31, 2018 and 2017 included an explanatory paragraph indicating that there was substantial doubt about our ability to continue
as a going concern.
During the fiscal years ended December 31, 2018 and 2017 and the subsequent interim period through April 8, 2019, there were (i) no “disagreements”
(as that term is defined in Item 304(a)(1)(iv) of Regulation S-K and the related instructions) between us and E&Y on any matter of accounting
principles or practices, financial statement disclosure, or auditing scope or procedure, which disagreements, if not resolved to the satisfaction of E&Y,
would have caused E&Y to make reference to the subject matter of the disagreement in its reports on our consolidated financial statements and (ii) no
“reportable events” (as that term is defined in Item 304(a)(1)(v) of Regulation S-K and the related instructions).
During the fiscal years ended December 31, 2018 and 2017 and the subsequent interim period through April 8, 2019, neither we, nor anyone on our
behalf, consulted Deloitte regarding (i) the application of accounting principles to a specified transaction, either completed or proposed, or the type of
audit opinion that might be rendered on our consolidated financial statements, and no written report or oral advice was provided to us by Deloitte that
Deloitte concluded was an important factor considered by us in reaching a decision as to any accounting, auditing or financial reporting issue or
(ii) any matter that was the subject of a “disagreement” (as that term is defined in Item 304(a)(1)(iv) of Regulation S-K and the related instructions) or a
“reportable event” (as that term is defined in Item 304(a)(1)(v) of Regulation S-K).
The audit committee is solely responsible for selecting our independent registered public accounting firm for the fiscal year ending December 31,
2019. Stockholder approval is not required to appoint Deloitte as our independent registered public accounting firm. However, the board of directors
believes that submitting the appointment of Deloitte to the stockholders for ratification is good corporate governance. If the stockholders do not ratify
this appointment, the audit committee will reconsider whether to retain Deloitte. If the selection of Deloitte is ratified, the audit committee, in its
discretion, may still direct the appointment of a different independent registered public accounting firm at any time it decides that such a change
would be in the best interest of our company and our stockholders.
A representative of Deloitte is expected to be present at the Annual Meeting and will have an opportunity to make a statement if he or she desires to do
so and to respond to appropriate questions from our stockholders.
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We incurred the following fees from E&Y for the audit of the consolidated financial statements and for other services provided during the years ended
December 31, 2018 and 2017. During our 2018 and 2017 fiscal years, no services were provided to us by Deloitte.
Fee Category

Audit fees(1)
Audit-related fees
Tax fees
All other fees
Total fees
(1)

2018

2017

$ 1,031,788
—
—
—
$ 1,031,788

$ 893,947
—
—
—
$ 893,947

“Audit Fees” consist of fees for the audit of our annual financial statements, the review of the interim financial statements included in our
quarterly reports on Form 10-Q, our IPO that was completed in November 2017, our follow-on public offering in April 2018 and other
professional services provided in connection with regulatory filings or engagements.

Audit Committee Pre-Approval Policy and Procedures
Our audit committee has adopted policies and procedures relating to the approval of all audit and non-audit services that are to be performed by our
independent registered public accounting firm. This policy provides that we will not engage our independent registered public accounting firm to
render audit or non-audit services unless the service is specifically approved in advance by our audit committee or the engagement is entered into
pursuant to the pre-approval procedure described below.
From time to time, our audit committee may pre-approve specified types of services that are expected to be provided to us by our independent
registered public accounting firm during the next 12 months. Any such pre-approval is detailed as to the particular service or type of services to be
provided and is also generally subject to a maximum dollar amount.
The board of directors recommends voting “FOR” Proposal No. 2 to ratify the appointment of Deloitte & Touche LLP as our independent
registered public accounting firm for the fiscal year ending December 31, 2019.
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CORPORATE GOVERNANCE
Director Nomination Process
Our nominating and corporate governance committee is responsible for identifying individuals qualified to serve as directors, consistent with criteria
approved by our board, and recommending the persons to be nominated for election as directors, except where we are legally required by contract, law
or otherwise to provide third parties with the right to nominate director candidates.
The process followed by our nominating and corporate governance committee to identify and evaluate director candidates includes requests to board
members and others for recommendations, meetings from time to time to evaluate biographical information and background material relating to
potential candidates and interviews of selected candidates by members of the committee and our board. While there are no specific minimum
qualifications for a committee-recommended nominee to our board of directors, the qualifications, qualities and skills that our nominating and
corporate governance committee believes must be met by a committee-recommended nominee for a position on our board of directors are as follows:
•

Nominees should have a reputation for integrity, honesty and adherence to high ethical standards.

•

Nominees should have demonstrated business acumen, experience and ability to exercise sound judgments in matters that relate to our
current and long-term objectives and should be willing and able to contribute positively to our decision-making process.

•

Nominees should have a commitment to understand our company and our industry and to regularly attend and participate in meetings of
our board of directors and its committees.

•

Nominees should have the interest and ability to understand the sometimes conflicting interests of our various constituencies, which
include stockholders, employees, customers, governmental units, creditors and the general public, and to act in the interests of all
stockholders.

•

Nominees should not have, nor appear to have, a conflict of interest that would impair the nominee’s ability to represent the interests of all
of our stockholders and to fulfill the responsibilities of a director.

•

Nominees shall not be discriminated against on the basis of race, religion, national origin, sex, sexual orientation, disability or any other
basis proscribed by law. The value of diversity on our board of directors is considered.

We have no formal policy regarding board diversity, but our Corporate Governance Guidelines provide that the value of diversity should be
considered and that the background and qualifications of the members of our board of directors considered as a group should provide a significant
breadth of experience, knowledge, and ability to assist our board of directors in fulfilling its responsibilities. Our priority in selection of board members
is identification of members who will further the interests of our stockholders through their established records of professional accomplishment, the
ability to contribute positively to the collaborative culture among our board members, knowledge of our business, understanding of the competitive
landscape in which we operate and adherence to high ethical standards. Certain individual qualifications and skills of our directors that contribute to
our board of directors’ effectiveness as a whole are described above in “Proposal No. 1—Election of Class II Directors.”
The nominating and corporate governance committee may use a third-party search firm in those situations where particular qualifications are required
or where existing contacts are not sufficient to identify an appropriate candidate.
Stockholders may recommend individuals to the nominating and corporate governance committee for consideration as potential director candidates.
Any such proposals should be submitted to our corporate secretary at our principal executive offices and should include appropriate biographical and
background material to allow the nominating and corporate governance committee to properly evaluate the potential director candidate and the
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number of shares of our stock beneficially owned by the stockholder proposing the candidate. The specific requirements for the information that is
required to be provided for such recommendations to be considered are specified in our amended and restated bylaws and must be received by us no
later than the date referenced below under the heading “Stockholder Proposals for our 2020 Annual Meeting.”
Assuming that biographical and background material has been provided on a timely basis, any recommendations received from stockholders will be
evaluated in the same manner as potential nominees proposed by the nominating and corporate governance committee. If our board of directors
decides to nominate a stockholder-recommended candidate and recommends his or her election, then his or her name will be included on our proxy
card for the next annual meeting.
Director Independence
Applicable rules of the Nasdaq Stock Market LLC, or Nasdaq, require a majority of a listed company’s board of directors to be comprised of
independent directors within one year of listing. In addition, the Nasdaq rules require that, subject to specified exceptions, each member of a listed
company’s audit, compensation and nominating and corporate governance committees be independent. Audit committee members must also satisfy the
independence criteria set forth in Rule 10A-3 under the Securities Exchange Act of 1934, as amended, or the Exchange Act, and compensation
committee members must also satisfy the independence criteria set forth in Rule 10C-1 under the Exchange Act. Under applicable Nasdaq rules, a
director will only qualify as an “independent director” if, in the opinion of the listed company’s board of directors, that person does not have a
relationship that would interfere with the exercise of independent judgment in carrying out the responsibilities of a director. In order to be considered
independent for purposes of Rule 10A-3, a member of an audit committee of a listed company may not, other than in his or her capacity as a member of
the audit committee, the board of directors, or any other board committee, accept, directly or indirectly, any consulting, advisory, or other
compensatory fee from the listed company or any of its subsidiaries or otherwise be an affiliated person of the listed company or any of its subsidiaries.
In order to be considered independent for purposes of Rule 10C-1 under the Exchange Act, the board must consider, for each member of a
compensation committee of a listed company, all factors specifically relevant to determining whether a director has a relationship to such company
which is material to that director’s ability to be independent from management in connection with the duties of a compensation committee member,
including, but not limited to, the source of compensation of the director, including any consulting advisory or other compensatory fee paid by such
company to the director, and whether the director is affiliated with the company or any of its subsidiaries or affiliates.
In April 2019, our board of directors undertook a review of the composition of our board of directors and its committees and the independence of each
director. Based upon information requested from and provided by each director concerning his or her background, employment and affiliations,
including family relationships, our board of directors has determined that each of our directors, with the exception of Cedric Francois, is an
“independent director” as defined under applicable Nasdaq rules, including, in the case of all the members of our audit committee, the independence
criteria set forth in Rule 10A-3 under the Exchange Act, and in the case of all the members of our compensation committee, the independence criteria
set forth in Rule 10C-1 under the Exchange Act. In making such determination, our board of directors considered the relationships that each such
non-employee director has with our company and all other facts and circumstances that our board of directors deemed relevant in determining his or
her independence, including the beneficial ownership of our capital stock by each non-employee director. Dr. Francois is not deemed to be an
independent director under these rules because he is our President and Chief Executive Officer.
There are no family relationships among any of our directors or executive officers, other than Drs. Francois and Grossi, who are brothers-in-law.
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Committees of the Board of Directors
Our board of directors has established an audit committee, a compensation committee and a nominating and corporate governance committee. Each of
the audit committee, compensation committee and nominating and corporate governance committee operates under a charter, and each such committee
reviews its respective charter at least annually. A current copy of the charter for each of the audit committee, compensation committee and the
nominating and corporate governance committee is posted on the “Corporate Governance” page of the “Investors & Media” section of our website,
which is located at www.apellis.com.
Audit Committee
The members of our audit committee are Alec Machiels, A. Sinclair Dunlop and Stephanie Monaghan O’Brien, and Mr. Machiels is the chair of the
audit committee. Our audit committee met five times during 2018. Our audit committee’s responsibilities include:
•

appointing, approving the compensation of, and assessing the independence of our independent registered public accounting firm;

•

overseeing the work of our independent registered public accounting firm, including through the receipt and consideration of reports from
such firm;

•

reviewing and discussing with management and our independent registered public accounting firm our annual and quarterly financial
statements and related disclosures;

•

monitoring our internal control over financial reporting, disclosure controls and procedures and code of business conduct and ethics;

•

overseeing our internal audit function, if any;

•

overseeing our risk assessment and risk management policies;

•

establishing procedures for the receipt and retention of accounting related complaints and concerns;

•

meeting independently with our internal auditing staff, if any, our independent registered public accounting firm and management;

•

reviewing and approving or ratifying any related person transactions; and

•

preparing the audit committee report required by SEC rules.

All audit and non-audit services, other than de minimis non-audit services, to be provided to us by our independent registered public accounting firm
must be approved in advance by our audit committee.
Our board of directors has determined that Mr. Machiels is an “audit committee financial expert” as defined in applicable SEC rules and that each of
the members of our audit committee possesses the financial sophistication required for audit committee members under Nasdaq rules. We believe that
the composition of our audit committee meets the requirements for independence under current Nasdaq and SEC rules and regulations
Compensation Committee
The members of our compensation committee are Stephanie Monaghan O’Brien and Alec Machiels, and Ms. O’Brien is the chair of the compensation
committee. Our compensation committee met seven times during 2018. Our compensation committee’s responsibilities include:
•

reviewing and approving, or making recommendations to our board of directors with respect to, the compensation of our Chief Executive
Officer and our other executive officers;

•

overseeing the evaluation of our senior executives;
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•

overseeing and administering our cash and equity incentive plans;

•

reviewing and making recommendations to our board of directors with respect to director compensation and management succession
planning;

•

reviewing and discussing annually with management our “Compensation Discussion and Analysis” disclosure; and

•

preparing the compensation committee report.

We believe that the composition of our compensation committee meets the requirements for independence under current Nasdaq and SEC rules and
regulations.
Compensation Committee Interlocks and Insider Participation
During 2018, the members of our compensation committee were Ms. O’Brien and Mr. Machiels. None of our executive officers serves, or in the past has
served, as a member of the board of directors or compensation committee, or other committee serving an equivalent function, of any entity that has one
or more executive officers who serve as members of our board of directors or our compensation committee. None of the members of our compensation
committee is, or ever has been, an officer or employee of our company.
Nominating and Corporate Governance Committee
The members of our nominating and corporate governance committee are Gerald Chan, A. Sinclair Dunlop and Stephanie Monaghan O’Brien, and
Dr. Chan is the chair of the nominating and corporate governance committee. Our nominating and corporate governance committee met once during
2018. Our nominating and corporate governance committee’s responsibilities include:
•

identifying individuals qualified to become members of our board of directors;

•

recommending to our board of directors the persons to be nominated for election as directors and to each of our board’s committees;

•

reviewing and making recommendations to our board of directors with respect to our board leadership structure and board committee
structure;

•

making recommendations to our board of directors with respect to accepting director resignations;

•

developing and recommending corporate governance guidelines to our board of directors; and

•

overseeing an annual evaluation of our board of directors.

We believe that the composition of our nominating and corporate governance committee meets the requirements for independence under current
Nasdaq and SEC rules and regulations.
Board of Director Meetings and Attendance
Our board of directors recognizes the importance of director attendance at board and committee meetings. The full board of directors met fourteen times
during 2018. During 2018, each member of the board of directors attended in person or participated in 75% or more of the aggregate of (i) the total
number of meetings held by the board of directors (during the period that such person served as a director) and (ii) the total number of meetings held by
all committees of the board of directors on which such person served during the periods that such person served.
Director Attendance at Annual Meeting of Stockholders
Our corporate governance guidelines provide that directors are responsible for attending the annual meeting of stockholders. Each of our directors
attended the 2018 annual meeting of stockholders.
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Code of Business Conduct and Ethics
We have adopted a written code of business conduct and ethics that applies to our directors, officers and employees, including our principal executive
officer, principal financial officer principal accounting officer or controller, or persons performing similar functions. A current copy of the code is
posted on the “Corporate Governance” page of the “Investors & Media” section of our website, which is located at www.apellis.com. If we make any
substantive amendments to, or grant any waivers from, the code of business conduct and ethics for any officer or director, we will disclose the nature of
such amendment or waiver on our website or in a current report on Form 8-K.
Corporate Governance Guidelines
Our board of directors has adopted corporate governance guidelines to assist the board of directors in the exercise of its duties and responsibilities and
to serve the best interests of our company and our stockholders. These guidelines provide that:
•

the principal responsibility of our board of directors is to oversee our management;

•

a majority of the members of the board of directors must be independent directors, unless otherwise permitted by Nasdaq rules;

•

the independent directors meet in executive session at least twice a year;

•

directors have full and free access to management and, as necessary, independent advisors; and

•

our nominating and corporate governance committee will oversee periodic self-evaluations of the board to determine whether it and its
committees are functioning effectively.

A copy of the corporate governance guidelines is available on the “Corporate Governance” page of the “Investors & Media” section of our website,
which is located at www.apellis.com.
Board Leadership Structure and Oversight of Risk
Our corporate governance guidelines provide that the nominating and corporate governance committee shall periodically assess the board of directors’
leadership structure, including whether the offices of chief executive officer and chair of the board of directors should be separate. Our guidelines
provide the board of directors with flexibility to determine whether the two roles should be combined or separated based upon our needs and the board
of directors’ assessment of its leadership from time to time. We do not currently have a lead independent director because the chair of our board of
directors is independent within the meaning of the Nasdaq listing rules.
We currently separate the roles of chief executive officer and chair of the board of directors. Our president and chief executive officer is responsible for
setting the strategic direction for our company and the day-to-day leadership and performance of our company, while the chair of our board of directors
presides over meetings of the board of directors, including executive sessions of the board of directors, and performs oversight responsibilities.
Separating the duties of the chairman of the board from the duties of the chief executive officer allows our chief executive officer to focus on our
day-to-day business, while allowing the chairman of the board to lead the board of directors in its fundamental role of providing advice to and
independent oversight of management. Specifically, our chairman of the board runs meetings of our independent directors, facilitates communications
between management and the board of directors and assists with other corporate governance matters. Our board of directors believes that this structure
ensures a greater role for the independent directors in the oversight of our company and active participation of the independent directors in setting
agendas and establishing priorities and procedures for the work of our board of directors. Our board of directors believes its administration of its risk
oversight function has not affected its leadership structure. Our board of directors believes that we have an appropriate leadership structure for us at this
time which demonstrates our commitment to good corporate governance.
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Risk is inherent with every business and how well a business manages risk can ultimately determine its success. We face a number of risks, including
those described under “Risk Factors” in our annual report on Form 10-K for the year ended December 31, 2018. Our board of directors is actively
involved in oversight of risks that could affect us. Our board of directors oversees our risk management processes directly and through its committees.
Our management is responsible for risk management on a day-to-day basis and our board and its committees oversee the risk management activities of
management. Our board of directors satisfies this responsibility through full reports by each committee chair regarding the committee’s considerations
and actions, as well as through regular reports directly from officers responsible for oversight of particular risks within our company. Our audit
committee oversees risk management activities related to financial controls and legal and compliance risks. Our compensation committee oversees risk
management activities relating to our compensation policies and practices. Our nominating and corporate governance committee oversees risk
management activities relating to board composition and management succession planning. In addition, members of our senior management team
attend our quarterly board meetings and are available to address any questions or concerns raised by the board on risk management and any other
matters. Our board of directors believes that full and open communication between management and the board of directors is essential for effective risk
management and oversight.
Communication with Our Directors
Any interested party with concerns about our company may report such concerns to the board of directors, or the chairman of our board of directors, or
otherwise the chairman of the nominating and corporate governance committee, by submitting a written communication to the attention of such
director at the following address:
Apellis Pharmaceuticals, Inc.,
6400 Westwind Way, Suite A,
Crestwood, Kentucky 40014
Attention: Board of Directors
You may submit your concern anonymously or confidentially by postal mail. You may also indicate whether you are a stockholder, customer, supplier,
or other interested party.
A copy of any such written communication may also be forwarded to our legal counsel and a copy of such communication may be retained for a
reasonable period of time. The director may discuss the matter with our legal counsel, with independent advisors, with non-management directors, or
with our management, or may take other action or no action as the director determines in good faith, using reasonable judgment, and discretion.
Communications may be forwarded to all directors if they relate to important substantive matters and include suggestions or comments that may be
important for the directors to know. In general, communications relating to corporate governance and long-term corporate strategy are more likely to be
forwarded than communications relating to ordinary business affairs, personal grievances, and matters as to which we tend to receive repetitive or
duplicative communications.
The audit committee oversees the procedures for the receipt, retention, and treatment of complaints received by us regarding accounting, internal
accounting controls, or audit matters, and the confidential, anonymous submission by employees of concerns regarding questionable accounting,
internal accounting controls or auditing matters. We have also established a toll-free telephone number for the reporting of such activity, which is
1-866-278-5991 and a secure web form available at https://www.whistleblowerservices.com/apls.
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EXECUTIVE AND DIRECTOR COMPENSATION
Executive Compensation
Compensation Discussion and Analysis
This section describes the material elements of compensation awarded to, earned by or paid to each of our named executive officers in 2018. This
section also provides qualitative information regarding the manner and context in which compensation is awarded to and earned by our executive
officers and is intended to place in perspective the data presented in the tables and narrative that follow.
Our compensation committee is responsible for overseeing the total compensation of our senior management team, which is comprised of our executive
officers and certain other officers. In this capacity, our compensation committee designs, implements, reviews and approves all compensation for our
Chief Executive Officer and our senior officers. This section discusses the principles underlying our policies and decisions with respect to the
compensation of our named executive officers, and all material factors relevant to an analysis of these policies and decisions. Our named executive
officers for the fiscal year ended on December 31, 2018, were:
•

Cedric Francois, our Chief Executive Officer and Principal Executive Officer;

•

Timothy Sullivan, our Chief Financial Officer and Principal Financial Officer;

•

Pascal Deschatelets, our Chief Operating Officer;

•

Federico Grossi, our Chief Medical Officer; and

•

Lukas Scheibler, our Chief Innovation Officer.

Executive Summary and Company Background
We are a clinical-stage biopharmaceutical company focused on the development of novel therapeutic compounds to treat disease through the
inhibition of the complement system, which is an integral component of the immune system, at the level of C3, the central protein in the complement
cascade. We believe that this approach can result in broad inhibition of the principal pathways of the complement system and has the potential to
effectively control a broad array of complement-dependent autoimmune and inflammatory diseases.
During 2018, we made significant progress in the development of our product candidates and the achievement of our business goals, including the
following achievements:
•

Initiated a pivotal Phase 3 clinical trial in paroxysmal nocturnal hemoglobinuria;

•

Initiated two pivotal Phase 3 clinical trials in geographic atrophy;

•

Initiated Phase 2 clinical trials in cold agglutinin disease, warm antibody autoimmune hemolytic anemia glomerular diseases with
complement involvement;

•

Hired our Chief Commercial Officer;

•

Expanded manufacturing scale and capacity to prepare for commercial production;

•

Advanced clinical and preclinical development of APL-9 and other compounds;

•

Completed a public follow-on offering in April 2018, raising net proceeds of $131.2 million; and

•

Increased total employee headcount to 87.

Compensation Objectives and Philosophy
Our compensation program is designed to attract, motivate and retain qualified and talented executives, motivating them to achieve our business goals
and rewarding them for superior short- and long-term
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performance. In particular, our compensation program is intended to reward the achievement of specified pre-determined quantitative and qualitative
individual and corporate performance goals and objectives and to align the interests of our executive officers with those of our stockholders in order to
attain our ultimate objective of increasing stockholder value. The goal of our compensation committee is to ensure that our compensation program is
aligned with the interests of our stockholders and our business goals and that the total compensation paid to each of our named executive officers is
fair, reasonable and competitive.
Key elements of our compensation program include the following:
Compensation
Element

Purpose

Features

Base salary

To attract and retain highly skilled executives.

Fixed component of pay to provide financial
stability, based on responsibilities, experience,
individual contributions and peer company
data.

Annual cash
incentive
program

To promote and reward the achievement of
key short-term strategic and business goals of
the company as well as individual
performance; to motivate and attract
executives.

Variable component of pay based on annual
quantitative and qualitative company and
individual goals.

Equity
incentive
compensation

To encourage executives and other employees
to focus on long-term company performance;
to promote retention; to reward outstanding
company and individual performance.

Typically subject to multi-year vesting based
on continued service and are primarily in the
form of stock options, the value of which
depends on the performance of our common
stock price, in order to align employee
interests with those of our stockholders over
the longer-term.

In addition to our direct compensation elements, the following features of our compensation program are designed to align the compensation of our
executive officers with stockholder interests and with market best practices:
What We Do

What We Don’t Do

✓

Maintain an industry-specific peer group for benchmarking pay

×

Allow hedging or pledging of equity

✓

Target pay based on market norms

×

Re-price stock options

✓

Deliver executive compensation primarily through equity- and
performance-based pay

×

Provide excessive perquisites

✓

×

Provide supplemental executive retirement plans

Set challenging short-term incentive program goals

✓

×

Offer market-competitive benefits for executives that are
consistent with the rest of our employees

Provide tax gross-up payments for any change-of-control
payments

✓

Consult with an independent compensation advisor on
compensation levels and practices

Our compensation committee developed our compensation program and makes decisions regarding our compensation program with the assistance of
Radford Consulting, or Radford, a compensation consulting firm engaged by our compensation committee. For 2018, our compensation committee
engaged Radford as its
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independent compensation consultant, to advise on executive compensation matters including, overall compensation program design, peer group
development and updates, and benchmarking of executive officer and director compensation programs. As part of its services, Radford provides the
compensation committee with publicly available compensation data from a peer group of similarly situated publicly traded companies in the
biopharmaceuticals and biotechnology industries and subscription survey data. Radford reports directly to our compensation committee.
In addition to its services to the compensation committee described above, in 2018, Radford provided compensation consulting services to our
management with respect to the compensation of non-officer employees within and outside the United States. The decision to use Radford for advice
and services not related to executive and director compensation was made by management. Our compensation committee has assessed the
independence of Radford consistent with Nasdaq listing standards and has concluded that the engagement of Radford does not raise any conflict of
interest.
Defining and Comparing Compensation to Market Benchmarks
In 2018 our compensation committee evaluated information from publicly traded companies in the biopharmaceutical and biotechnology industries,
using survey data provided by Radford in February 2018, to make decisions with respect to the compensation for our named executive officers. Due to
the nature of our business, we compete for executive talent with many public companies that are larger and more established than we are or that possess
greater resources than we do, and with smaller private companies that may be able to offer greater equity compensation potential. Accordingly, in
2018, our compensation committee generally targeted compensation for our executive officers as follows:
•

base salaries at approximately the 50th percentile of the salaries in the 2018 survey data;

•

annual target cash incentive award opportunities at approximately the 50th percentile of the 2018 survey data;

•

total annual equity incentive awards at the 50th percentile of the 2018 survey data, provided in the form of stock options; and

•

total target compensation for our executives at the 50th percentile of total target compensation in the 2018 survey data.

However, in making compensation decisions, our compensation committee considered other criteria, including market factors, the experience level of
the executive, corporate performance, the performance of the executive and other factors described below.
For purposes of compensation for 2019, in February 2019, our compensation committee, with the advice of Radford, selected a peer group of similarly
situated companies and made compensation decisions based on publicly available compensation data from the peer group and subscription summary
data, which were provided by Radford. Our compensation committee selected the peer companies based on a balance of the following criteria:
•

companies whose number of employees, stage of development and market capitalization are similar, though not necessarily identical, to
ours;

•

companies with similar executive positions to ours;

•

companies against which we believe we compete for executive talent; and

•

public companies based in the United States whose compensation and financial data are available in proxy statements or through widely
available compensation surveys.
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Based on these criteria, our peer group for 2019, as approved by our compensation committee, was comprised of the following 17 companies:
Aimmune Therapeutics
Akebia Therapeutics
Alder BioPharmaceuticals
AnaptysBio
Atara Biotherapeutics
Deciphera Pharmaceuticals
Epizyme

Esperion Therapeutics
Global Blood Therapeutics
GlycoMimetics
MyoKardia
Ra Pharmaceuticals
Reata
REGENXBIO

Revance Therapeutics
Voyager Therapeutics
Zogenix

Annual Compensation Review
Our compensation committee makes most of the significant adjustments to annual compensation, determines bonus and equity awards and establishes
new performance objectives at one or more meetings held during the first quarter of the year. However, the compensation committee may also consider
matters related to individual compensation, such as compensation for new executive hires, as well as high-level strategic issues, such as the efficacy of
our compensation strategy, potential modifications to that strategy and new trends, plans or approaches to compensation, at various meetings
throughout the year. Generally, the compensation committee’s process comprises two related elements: the determination of compensation levels and
the establishment of performance objectives for the current year. For executives other than the Chief Executive Officer, the compensation committee
solicits and considers evaluations and recommendations submitted to the committee by the Chief Executive Officer. In the case of the Chief Executive
Officer, the evaluation of his performance is conducted by the compensation committee, which determines any adjustments to his compensation as well
as awards to be granted. For all executives and directors as part of its deliberations, the compensation committee may review and consider, as
appropriate, materials such as financial reports and projections, operational data, tax and accounting information, tally sheets that set forth the total
compensation that may become payable to executives in various hypothetical scenarios, executive and director stock ownership information, company
stock performance data, analyses of historical executive compensation levels and current Company-wide compensation levels and recommendations of
Radford, including analyses of executive and director compensation paid at other companies identified by Radford.
Base Salary
We use base salaries to recognize the experience, skills, knowledge and responsibilities of our named executive officers and to compensate them for
services rendered during the year. None of our named executive officers is currently party to an employment agreement or other agreement or
arrangement that provides for automatic or scheduled increases in base salary. Our compensation committee typically determines the base salary for
each executive based on the executive’s responsibilities, experience and, if applicable, the base salary level of the executive prior to joining us. In
addition, our compensation committee reviews and considers the level of base salary paid by companies in our peer group or in survey data for similar
positions. Any changes in base salary made as part of the annual review are typically made effective at the beginning of the year.
Base Salary for Our Named Executive Officers in 2018
In March 2018, our compensation committee reviewed the overall compensation paid to Dr. Francois, our Chief Executive Officer. It determined, based
on our corporate accomplishments in 2017, including the successful completion of an initial public offering, the completion of the Phase 2 clinical
trial in geographic atrophy and the continued development of the clinical program in PNH, and a comparison of his base salary to the base salary of
chief executive officers in the survey data of publicly traded companies in the biopharmaceutical and biotechnology industries provided by Radford,
to increase his annual base salary to $555,000 from $400,000 for 2018.
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In March 2018, our compensation committee approved increases in base salary for each of our other named executive officers serving at that time,
based upon performance, as well as each executive officer’s achievement of individual goals in 2017, and the other factors described, including survey
data. The increases for Dr. Deschatelets and Dr. Grossi were made based on survey data of the salaries of officers of publicly traded companies in the
biopharmaceutical and biotechnology industries provided by Radford. The table below sets forth the increases to base salary, in dollars and as a
percentage, for each of our named executive officers:
Named Executive Officer

Cedric Francois
Tim Sullivan(1)
Pascal Deschatelets
Federico Grossi
Lukas Scheibler(2)
(1)
(2)

2017 Salary
($)

2018 Salary
($)

400,000
325,000
279,227
263,687
—

555,000
380,000
400,000
341,391
350,000

Percentage
Increase

38.8%
16.9%
43.3%
29.4%
—

Mr. Sullivan joined the Company in October 2017, and his base salary was set at his time of hiring based on survey data regarding the salaries of
chief financial officers of publicly traded companies in the biopharmaceutical and biotechnology industries.
Dr. Scheibler joined the Company in April 2018, and his base salary was set at his time of hire based on survey data regarding the salaries of
heads of research of publicly traded companies in the biopharmaceutical and biotechnology industries.
Base Salary for Our Named Executive Officers in 2019

At the beginning of 2019, our compensation committee approved merit increases in base salary for each of our executive officers serving at that time,
based upon our performance in 2018, each executive officer’s achievement of individual objectives and the comparison to the base salary of similar
executive officers in our 2019 peer group. The salary increases for Dr. Grossi and Dr. Scheibler reflect their promotions to Chief Medical Officer and
Chief Innovation Officer, respectively. The table below sets forth the adjustments to base salary, in dollars and as a percentage, for each of our named
executive officers:
Named Executive Officer

Cedric Francois
Tim Sullivan
Pascal Deschatelets
Federico Grossi
Lukas Scheibler

2018 Salary
($)

2019 Salary
($)

555,000
380,000
400,000
341,391
350,000

571,000
394,000
412,000
380,000
380,000

Percentage
Increase

2.9%
3.7%
3.0%
11.3%
8.6%

Annual Cash Incentive Program
Our cash incentive award under the 2018 annual cash incentive program as a percentage of the named executive officer’s annual base salary in 2018,
the target cash incentive award opportunity in dollars for 2018 and the actual cash incentive award payments to our named executive officers for 2018
performance, which were paid in December 2018, as well as the actual 2018 cash incentive award payment as a percentage of each officer’s 2018 target
cash incentive award opportunity are discussed below.
2018 Target
%

Name

Cedric Francois
Timothy Sullivan
Pascal Deschatelets.
Federico Grossi
Lukas Scheibler
(1)

55%
40%
45%
35%
35%

2018 Target
$

Actual Bonus
for 2018

305,250
152,000
180,000
122,500
91,875(1)

Dr. Scheibler’s target cash incentive award amount was pro-rated to 75%, based on his period of service during 2018.
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225,000
153,125
114,844

Ratio %
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125%
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125%
125%
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Under our 2018 annual cash incentive program, cash incentive awards are determined by multiplying the target cash incentive award for each
executive officer by a corporate performance factor established by our compensation committee based on our performance as measured against our
corporate goals. In addition, our compensation committee has the discretion to adjust the size of individual awards upward or downward based on
individual performance. The compensation committee sets the target cash incentive award opportunity at the beginning of the year, based primarily on
data provided by Radford.
During the last quarter of each year, our senior management team evaluates our company performance and each executive officer’s individual
contribution to our corporate performance, and, as applicable, such officer’s achievement of individual objectives for that year. Based on this
evaluation, our Chief Executive Officer recommends to our compensation committee any cash awards under our annual cash incentive program. Our
compensation committee then carefully reviews overall corporate performance and evaluates each individual executive officer’s contributions to our
corporate performance.
In December 2018, our compensation committee met with our Chief Executive Officer as part of its annual compensation review and discussed our
corporate performance in 2018, the individual performance of our officers and the Chief Executive Officer’s recommendations for cash incentive
awards for each of our executive officers other than the CEO. As part of its evaluation of our corporate performance, the committee noted various
unanticipated performance outcomes during 2018 and that we made significant progress on our clinical development and business goals:
•

Initiated a pivotal Phase 3 clinical trial in paroxysmal nocturnal hemoglobinuria;

•

Initiated two pivotal Phase 3 clinical trials in geographic atrophy;

•

Initiated Phase 2 clinical trials in cold agglutinin disease, warm antibody autoimmune hemolytic anemia glomerular diseases with
complement involvement;

•

Hired our Chief Commercial Officer;

•

Expanded manufacturing scale and capacity to prepare for commercial production;

•

Advanced clinical and preclinical development of APL-9 and other compounds;

•

Completed follow-on offering in April 2018 for net proceeds of $131.2 million; and

•

Increased total employee headcount to 87.

Based on our overall performance during 2018, our compensation committee determined that a corporate performance factor of 125% was appropriate
and granted cash incentive awards to each of our named executive officers equal to 125% of their target cash incentive award for 2018.
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Equity Awards
Our equity awards program is designed to:
•

reward demonstrated leadership and performance;

•

align our executive officers’ interests with those of our stockholders;

•

retain our executive officers through the term of the awards;

•

maintain competitive levels of executive compensation; and

•

motivate our executive officers for outstanding future performance.

The market for qualified and talented executives in the biopharmaceutical industry is highly competitive and we compete for talent with many
companies that have greater resources than we do. Accordingly, we believe equity compensation is a crucial component of any competitive executive
compensation package we offer.
Historically, our equity awards have generally taken the form of stock options. We typically make equity award grants to each of our executive officers
upon commencement of employment, annually in conjunction with our review of executive compensation, in connection with a promotion, or as a
special incentive.
All equity awards to our executive officers are approved by our compensation committee and, other than equity awards to new hires, are typically
granted by our compensation committee in the first quarter of the year. The size of equity awards vary among our executive officers based on their
positions and annual performance assessments. All stock options granted to our executives have exercise prices equal to the fair market value of our
common stock on the date of grant, so that the recipient will not realize any value from his or her options unless our share price increases above the
exercise price on the date of grant. Accordingly, this portion of our executive officers’ compensation is at risk and is directly aligned with stockholder
value creation.
In addition, equity grants to our executive officers typically vest over four years, which we believe provides an incentive to our executives to add
value over the long-term and to remain with our company. Typically, the stock options we grant to our executives have a ten-year term and vest as to
25% of the shares on the first anniversary of their grant date and then in equal monthly installments thereafter until the fourth anniversary of such date.
Vesting of option grants to employees ceases upon termination of employment and exercise rights typically cease three months following termination
of employment, except in the case of death or disability, for grants made under our 2017 stock incentive plan, or our 2017 Plan, and one year following
termination of employment for grants made under our 2010 equity incentive plan, or our 2010 Plan. Prior to the exercise of an option, the stock option
holder does not have any rights as a stockholder with respect to the shares subject to such option, including voting rights or the right to receive
dividends or dividend equivalents. The compensation committee may approve different award types in the future as part of the overall compensation
strategy. Awards made in connection with a new, extended or expanded employment relationship may involve a different mix of equity awards,
depending on the compensation committee’s assessment of the total compensation package being offered.
In connection with the annual review of each executive officer’s compensation and consistent with our compensation philosophy, in February 2018,
our compensation committee approved annual equity incentive awards for our named executive officers serving at that time. The annual equity
incentive awards granted to our named executive officers serving at that time are set forth in the table below:
Named Executive Officer

Stock Options

Cedric Francois
Timothy Sullivan(1)
Pascal Deschatelets
Federico Grossi
Lukas Scheibler(2)

280,000
25,000
110,000
200,000
—
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(1)
(2)

Timothy Sullivan joined the company in October 2017 and received a ratably reduced annual equity incentive award in 2018.
Lukas Scheibler joined the company in April 2018 and was granted an option to purchase 145,000 shares of common stock upon hiring.

The equity awards granted to our named executive officers during 2018, and the grant date fair value of those awards determined in accordance with
Financial Accounting Standards Board, or FASB, Accounting Standards Codification, or ASC, Topic 718, are shown in the Summary Compensation
Table and the 2018 Grants of Plan-Based Awards table below.
In connection with the annual review of each executive officer’s individual performance and consistent with our compensation philosophy, in
February 2019, our compensation committee approved annual equity incentive awards for our named executive officers. The annual equity incentive
awards granted to our named executive officers are set forth in the table below:
Named Executive Officer

Stock Options

Cedric Francois
Timothy Sullivan
Pascal Deschatelets
Federico Grossi
Lukas Scheibler

281,000
95,000
95,000
85,000
85,000

Benefits and Other Compensation
Other compensation to our executives consists primarily of the broad-based benefits we provide to all full-time employees in the United States,
including medical, dental and vision insurance, group life and disability insurance, an employee stock purchase plan and a 401(k) plan. Pursuant to
our employee stock purchase plan, employees, including our named executive officers, would have an opportunity to purchase our common stock at a
discount on a tax-qualified basis through payroll deductions if an offering were to be initiated by the board of directors. The employee stock purchase
plan is designed to qualify as an “employee stock purchase plan” under Section 423 of the Internal Revenue Code. The purpose of the employee stock
purchase plan is to encourage our employees, including our named executive officers, to become our stockholders and better align their interests with
those of our other stockholders. Pursuant to our 401(k) plan, employees, including our named executive officers, may elect to defer a portion of their
current compensation up to the statutorily prescribed annual limit (which was $18,500 in 2018), with additional salary deferrals not to exceed
$24,500 available to those employees 50 years of age or older, and to have the amount of this deferral contributed to our 401(k) plan. We make
discretionary matching contributions and other employer contributions on behalf of eligible employees under our 401(k) plan. For fiscal year 2018, we
matched a portion of eligible employee contributions equal to 50% of the first 10% of eligible contributions pursuant to our 401(k) plan’s matching
formula.
Currently, we do not view perquisites or other personal benefits as a significant component of our executive compensation program. Accordingly, we
do not provide perquisites to our named executive officers, except in situations where we believe it is appropriate to assist an individual in the
performance of his or her duties, to make him or her more efficient and effective, and for recruitment and retention purposes. None of our named
executive officers received perquisites or other personal benefits with an aggregate value of $10,000 or more in 2018. All future practices with respect
to perquisites or other personal benefits will be approved and subject to periodic review by our compensation committee.
Certain executive officers, other than the named executive officers, may be entitled to certain severance and/or change in control protections pursuant
to their employment agreements.
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We do not offer any defined benefit pension plans or nonqualified deferred compensation arrangements for our employees.
Insider Trading Policy
Our insider trading policy expressly prohibits short sales and derivative transactions of our stock by our named executive officers, directors and
employees, including short sales “against the box”; purchases or sales of puts, calls or other derivative securities based on the company’s securities; or
other hedging or monetization transactions accomplished through the use of prepaid variable forwards, equity swaps, collars and exchange funds. In
addition, our insider trading policy generally prohibits our named executive officers, directors and employees from purchasing our securities on
margin, borrowing against company securities held in a margin account, or pledging our securities as collateral for a loan.
Tax and Accounting Considerations
Deductibility of Executive Compensation
Generally, Section 162(m) of the Internal Revenue Code of 1986, as amended, or the Code, disallows a federal income tax deduction for public
corporations of remuneration in excess of $1 million paid in any fiscal year to certain specified executive officers. For taxable years beginning before
January 1, 2018 (i) these officers consisted only of a public corporation’s chief executive officer and up to three other officers (other than the chief
financial officer) whose compensation is required to be disclosed to stockholders under the Securities Exchange Act of 1934 because they are the most
highly-compensated officers and (ii) qualifying “performance-based compensation” was not subject to this deduction limit if specified requirements
were met.
Pursuant to tax legislation commonly known as the Tax Cuts and Jobs Act, which was signed into law on December 22, 2017, for taxable years
beginning after December 31, 2017, the remuneration of a public corporation’s chief financial officer is also subject to the deduction limit. In addition,
subject to certain transition rules (which apply to remuneration provided pursuant to certain written binding contracts which were in effect on
November 2, 2017 and which are not subsequently modified in any material respect), for taxable years beginning after December 31, 2017, the
exemption from the deduction limit for “performance-based compensation” is no longer available. Consequently, for fiscal years beginning after
December 31, 2017, all remuneration in excess of $1 million paid to a specified executive will not be deductible.
In designing our executive compensation program and determining the compensation of our executive officers, including our named executive
officers, the compensation committee considers a variety of factors, including the potential impact of the Section 162(m) deduction limit. However, the
compensation committee will not necessarily limit executive compensation to that which is or may be deductible under Section 162(m). The
deductibility of some types of compensation depends upon the timing of an executive officer’s vesting or exercise of previously granted rights.
Further, interpretations of and changes in the tax laws, and other factors beyond the compensation committee’s control also affect the deductibility of
compensation. The compensation committee will consider various alternatives to preserving the deductibility of compensation payments and benefits
to the extent consistent with its compensation goals.
To maintain flexibility to compensate our executive officers in a manner designed to promote our short-term and long-term corporate goals, the
compensation committee has not adopted a policy that all compensation must be deductible. The compensation committee believes that our
stockholders’ interests are best served if its discretion and flexibility in awarding compensation is not restricted, even though some compensation
awards may result in non-deductible compensation expense. From time to time, the compensation committee may approve compensation for our named
executive officers that does not comply with an exemption from the deduction limit when it believes that such compensation is consistent with the
goals of our executive compensation program and is in the best interests of the Company and our stockholders.
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Taxation of “Parachute” Payments
Sections 280G and 4999 of the Code provide that executive officers and directors who hold significant equity interests and certain other service
providers may be subject to significant additional taxes if they receive payments or benefits in connection with a change in control of the company
that exceeds certain prescribed limits, and that the company (or a successor) may forfeit a deduction on the amounts subject to this additional tax. We
have not agreed to provide any executive officer, including any named executive officers, with a “gross-up” or other reimbursement payment for any
tax liability that the executive officer might owe as a result of the application of Sections 280G or 4999 of the Code.
Section 409A of the Internal Revenue Code
Section 409A of the Code imposes additional significant taxes in the event that an executive officer, director or service provider receives “deferred
compensation” that does not satisfy the requirements of Section 409A of the Code. Although we do not maintain a traditional nonqualified deferred
compensation plan, Section 409A of the Code may apply to certain severance arrangements, bonus arrangements and equity awards. We structure all
our severance arrangements, bonus arrangements and equity awards in a manner to either avoid the application of Section 409A or, to the extent doing
so is not possible, to comply with the applicable requirements of Section 409A of the Code.
We follow FASB ASC 718 for our stock-based compensation awards. FASB ASC Topic 718 requires us to measure the compensation expense for all
share-based payment awards made to our employees and non-employee members of our board of directors, including options to purchase shares of our
common stock and other stock awards, based on the grant date “fair value” of these awards. This calculation is performed for accounting purposes and
reported in the executive compensation tables required by the federal securities laws, even though the recipient of the awards may never realize any
value from their awards.
Compensation Risk Assessment
We believe that our executive compensation program does not encourage excessive or unnecessary risk taking. As described more fully above, we
structure our pay to consist of both fixed and variable compensation, particularly in connection with our pay-for-performance compensation
philosophy. We believe this structure motivates our executives to produce superior short- and long-term results that are in the best interests of our
company and stockholders in order to attain our ultimate objective of increasing stockholder value. We have established, and our compensation
committee endorses, these structures in order to address and mitigate compensation related risk. As a result, we do not believe that our compensation
programs are reasonably likely to have a material adverse effect on us.
Compensation Committee Report
The compensation committee has reviewed and discussed the Compensation Discussion and Analysis required by Item 402(b) of Regulation S-K with
management. Based on this review and discussion, the compensation committee recommended to the company’s board of directors that the
Compensation Discussion and Analysis be included in this proxy statement.
THE COMPENSATION COMMITTEE OF
THE BOARD OF DIRECTORS OF
APELLIS PHARMACEUTICALS, INC.
Stephanie Monaghan O’Brien, Chair
Alec Machiels
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2018 Summary Compensation Table
The following table sets forth information regarding compensation earned by our named executive officers for the fiscal years indicated.
Summary Compensation Table for Fiscal Years Ended December 31, 2018, 2017 and 2016

Year

Salary
($)

Bonus
($)(1)

Option
Awards
($)(2)

Cedric Francois, M.D., Ph.D.(4)
President & Chief Executive Officer

2018
2017
2016

550,000
400,000
325,000

381,562
225,000
290,000

3,127,600
1,037,972
882,511

15,378
—
—

4,074,540
1,662,972
1,497,511

Timothy Sullivan
Chief Financial Officer

2018
2017

380,000
68,939

190,000
40,000

279,250
2,187,760

10,502
—

859,752
2,296,699

Pascal Deschatelets, Ph.D.
Chief Operating Officer

2018
2017
2016

400,000
279,227
250,000

225,000
120,000
135,000

1,228,700
461,321
567,737

8,657
9,000
9,000

1,862,357
869,548
961,737

Federico Grossi, M.D., Ph.D.
Chief Medical Officer

2018

341,391

153,125

2,234,000

30,963

2,759,478

Lukas Scheibler, Ph.D.(5)
Chief Innovation Officer

2018

250,000

114,843

3,265,000

7,228

3,637,071

Name and Principal Position

(1)
(2)

(3)

(4)
(5)

All Other
Compensation
($)(3)

Total
($)

The amounts reported in the “Bonus” column represent discretionary annual cash bonuses awarded to our named executive officers.
The amounts reported in the “Options Awards” column reflect the aggregate grant date fair value of options awarded during the year, computed
in accordance with the provisions of Financial Accounting Standards Board Accounting Standards Codification, or ASC, Topic 718, using a
Black-Scholes valuation model. For the assumptions made in determining these values, see Note 12 to the consolidated financial statements in
our Annual Report on Form 10-K for the year ended December 31, 2018. For purposes of these calculations, we have disregarded the possibility
of forfeitures related to service-based vesting conditions.
The amounts reported in the “All Other Compensation” column represent (i) the amounts we contributed to our 401(k) plan in respect of our
named executive officers and (ii) the amounts paid out in 2018 for unused paid-time off. In 2016, we made 401(k) plan contributions of $9,000
for Dr. Deschatelets. In 2017, we made 401(k) plan contributions of $9,000 for Dr. Deschatelets. In 2018, we made 401(k) plan contributions of
$5,043 for Mr. Sullivan, $4,623 for Dr. Deschatelets, and $5,500 for Dr. Scheibler. Also, in 2018, we paid $15,378 to Dr. Francois, $5,459 to Mr.
Sullivan, $1,728 to Dr. Scheibler and $4,034 to Dr. Deschatelets for the unused balance of their paid-time off as of December 31, 2018.
Dr. Francois also serves as a member of our board of directors but does not receive any additional compensation for his service as a director.
Dr. Scheibler joined us in April 2018. The salary information for 2018 reflects the amount earned by Dr. Scheibler for the portion of the year
during which he served, based on his 2018 annual base salary of $350,000.
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Grants of Plan Based Awards
The following table sets forth certain information regarding grants of plan-based awards made to our named executive officers during 2018.
Grants of Plan-Based Awards for Fiscal Year Ended December 31, 2018

Grant
Date

Name

Cedric Francois, M.D., Ph.D.
Timothy Sullivan
Pascal Deschatelets, Ph.D.
Federico Grossi, M.D., Ph.D.
Lukas Scheibler, M.D., Ph.D.
(1)
(2)

(3)

All other Option
Awards: Number of
Securities
Underlying Options
(#)

2/16/18
2/16/18
2/16/18
2/16/18
4/13/18

280,000(3)
25,000(3)
110,000(3)
200,000(3)
145,000(3)

Exercise Price of
Option Awards
($/share)(1)

$
$
$
$
$

14.95
14.95
14.95
14.95
26.73

Grant Date Fair
Value of Option
Awards ($)(2)

3,127,600
279,250
1,228,700
2,234,000
3,265,400

The exercise price of these stock options is equal to the closing price of our common stock on the NASDAQ Global Select Market on the grant
date.
Amounts represent the grant date fair value of the named executive officer’s stock options, calculated in accordance with FASB ASC Topic 718,
using a Black-Scholes valuation model. For the assumptions made in determining these values, see Note 12 to the consolidated financial
statements in our Annual Report on Form 10-K for the year ended December 31, 2018. For purposes of these calculations, we have disregarded
the possibility of forfeitures related to service-based vesting conditions.
Options subject to time-based vesting as described in the footnotes to the “Outstanding Equity Awards at 2018 Fiscal Year End” table below.
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Outstanding Equity Awards at 2018 Fiscal Year End
The following table sets forth information regarding outstanding equity awards held by our named executive officers as of December 31, 2018, which
consisted entirely of stock options.
Outstanding Equity Awards at 2018 Fiscal Year End
Number of
Securities
Underlying
Unexercised
Options
Exercisable (#)

Name

Number of
Securities
Underlying
Unexercised
Options
Unexercisable (#)

Option Exercise
Price ($/share)

Option
Expiration Date

Cedric Francois, M.D., Ph.D.

—
140,647
250,484
515,705
468,823

280,000(1)
281,293(2)
103,141(3)
—
—

14.95
4.31
3.76
2.67
2.14

2/15/28
8/20/27
2/7/26
12/4/23
5/12/20

Timothy Sullivan

—
116,228

25,000(1)
282,271(4)

14.95
10.03

2/15/28
10/17/27

Pascal Deschatelets, Ph.D.

—
62,510
161,142
398,499
234,411

110,000(1)
125,019(2)
66,352(3)
—
—

14.95
4.31
3.76
2.67
2.14

2/15/28
8/20/27
2/7/26
12/4/23
5/12/20

—
23,441
24,906
55,573
—

200,000(5)
46,882(6)
10,255(7)
—
145,000(8)

14.95
4.31
3.76
3.20
26.73

2/15/28
8/20/27
2/7/26
12/11/24
4/12/28

Federico Grossi, M.D., Ph.D.

Lukas Scheibler, M.D., Ph.D.
(1)

(2)

(3)

(4)

Granted February 16, 2018. This option grant vested as to 25% of the shares underlying the option on February 16, 2019. The remaining 75% of
the shares underlying the option will vest in equal monthly installments through February 16, 2022, subject to continued service. All shares
subject to vesting under this option grant will vest in full and become immediately exercisable upon the closing of a change in control of our
company.
Granted on August 21, 2017. This option grant vested as to 25% of the shares underlying the option on August 21, 2018. The remaining 75% of
the shares underlying the option will vest in equal monthly installments through August 21, 2021, subject to continued service. All shares
subject to vesting under this option grant will vest in full and become immediately exercisable upon the closing of a change in control of our
company.
Granted on February 8, 2016. This option grant vested as to 25% of the shares underlying the option on February 8, 2017. The remaining 75% of
the shares underlying the option will vest in equal monthly installments through February 8, 2020, subject to continued service. All shares
subject to vesting under this option grant will vest in full and become immediately exercisable upon the closing of a change in control of our
company.
Granted on October 18, 2017. This option grant vested as to 25% of the shares underlying the option on October 18, 2018. The remaining 75% of
the shares underlying the option will vest in equal monthly installments through October 18, 2021, subject to continued service. All shares
subject to vesting under this option grant will vest in full and become immediately exercisable upon the closing of a change in control of our
company.
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(5)

(6)

(7)

(8)

Granted February 16, 2018. This option grant vested as to 25% of the shares underlying the option on February 16, 2019. The remaining 75% of
the shares underlying the option will vest in equal monthly installments through February 16, 2022, subject to continued service. 50% of the
then unvested shares will vest if the employee is terminated without cause or resigns for good reason twelve months after a change of control of
our company.
Granted August 21, 2017. This option grant vested as to 25% of the shares underlying the option on August 21, 2018. The remaining 75% of the
shares underlying the option will vest in equal monthly installments through August 21, 2021, subject to continued service. 50% of the then
unvested shares will vest if the employee is terminated without cause or resigns for good reason twelve months after a change of control of our
company.
Granted February 8, 2016. This option grant vested as to 25% of the shares underlying the option on February 8, 2017. The remaining 75% of the
shares underlying the option will vest in equal monthly installments through February 8, 2020, subject to continued service. 50% of the then
unvested shares will vest if the employee is terminated without cause or resigns for good reason twelve months after a change of control of our
company.
Granted April 13, 2018. This option grant vested as to 25% of the shares underlying the option on April 13, 2019. The remaining 75% of the
shares underlying the option will vest in equal monthly installments through April 13, 2022, subject to continued service. 50% of the then
unvested shares will vest if the employee is terminated without cause or resigns for good reason twelve months after a change of control of our
company.

Option Exercises and Stock Vested
The following table sets forth information concerning option exercises for each of our named executive officers during the fiscal year ended
December 31, 2018:
Option Exercises and Stock Vested
Option Awards

Name
Cedric Francois, M.D., Ph.D.
Timothy Sullivan
Pascal Deschatelets, Ph.D.
Federico Grossi, M.D., Ph.D.
Lukas Scheibler, M.D., Ph.D.

Number of Shares
Acquired on
Exercise (#)

Value
Realized on
Exercise
($)

—
—
—
14,750
—

—
—
—
273,001
—

Employment Agreements and Change in Control and Severance Arrangements
We do not currently have employment agreements with our named executive officers, although we may enter into such agreements in the future. We
entered into an offer letter with Mr. Sullivan, our chief financial officer, on October 9, 2017 and with Dr. Scheibler on April 13, 2018. These offer letters
established their terms of employment with us, including their respective title, salary, bonus and eligibility for benefits. We are not party to offer letters
with our other three named executive officers.
The options held by Dr. Francois, Mr. Sullivan and Dr. Deschatelets fully vest upon a change of control. The options held by Dr. Grossi and
Dr. Scheibler vest with respect to 50% of the then unvested shares upon the occurrence of a termination of employment without cause or a resignation
for good reason within twelve months following a change of control. The following table sets forth information regarding the value to be received by
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each of our named executive officers from an acceleration in connection with a change of control or, as applicable, a qualifying termination of
employment following a change of control, assuming the acceleration event occurred on December 31, 2018.

Name

Cedric Francois, M.D., Ph.D.
Timothy Sullivan
Pascal Deschatelets, Ph.D.
Federico Grossi, M.D., Ph.D.
Lukas Scheibler, M.D., Ph.D.
(1)

Change of
Control ($) (1)

Qualifying Termination
within 12 Months
Following Change of
Control ($) (1)

3,470,502
891,976
1,735,868
—
—

—
—
—
256,513
—

Values calculated based on a per-share price of $13.19, the closing price of our common stock on December 31, 2018.

Other Agreements
We have also entered into employee confidentiality, inventions, non-solicitation, and non-competition agreements with each of our named executive
officers. Under the employee confidentiality, inventions, non-solicitation, and non-competition agreements, each named executive officer has agreed
(1) not to compete with us during his or her employment and for a period of one year after the termination of his or her employment, (2) not to solicit
our employees during his or her employment and for a period of one year after the termination of his or her employment, (3) to protect our confidential
and proprietary information and (4) to assign to us related intellectual property developed during the course of his or her employment.
Director Compensation
The following table sets forth information regarding the fees earned by our non-employee directors during 2018.
Fees Earned
($)(1)

Name

Gerald Chan, D.Sc.
A. Sinclair Dunlop
Alec Machiels
Stephanie Monaghan O’Brien
(1)

73,000
52,000
61,000
62,000

Total
($)

73,000
52,000
61,000
62,000

Amounts represent cash compensation for services rendered by each member of the board of directors.

No options were granted to our non-employee directors during 2018. During 2018, we did not pay any compensation to Cedric Francois, our President
and Chief Executive Officer, in connection with his service on our board of directors. Dr. Francois’ compensation is set forth and discussed under
“Executive Compensation—2018 Summary Compensation Table” and “Executive Compensation—Compensation Discussion and Analysis.”
Director Compensation Program
Our director compensation program is intended to provide a total compensation package that will attract and retain qualified and experienced
individuals to serve as directors and to align our directors’ interests with those of our stockholders.
Under our director compensation program, we pay our non-employee directors a cash retainer for service on the board of directors and for service on
each committee on which the director is a member. The chairman of each committee and the chairman of the board of directors receive higher retainers
for such service. These fees are
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payable in arrears in four equal quarterly installments on the last day of each quarter, provided that the amount of such payment is prorated for any
portion of such quarter that the director is not serving on our board of directors, on such committee or in such position. The fees paid to non-employee
directors in 2018 for their service on the board of directors and for their service on each committee of the board of directors were as follows:

Board of Directors
Audit Committee
Compensation Committee
Nominating and Corporate Governance Committee

Member
Annual Fee
($)

Chairman
Additional
Annual Fee
($)

40,000
8,000
5,000
4,000

25,000
8,000
5,000
4,000

In February 2019, we adjusted the fee schedule for non-employee directors to align with market standards. Under our revised program, the fees paid to
our non-employee directors for their service on the board of directors and for their service on each committee of the board of directors are as follows:

Board of Directors
Audit Committee
Compensation Committee
Nominating and Corporate Governance Committee

Member
Annual Fee
($)

Chairman
Additional
Annual Fee
($)

40,000
8,000
6,000
4,000

30,000
8,000
6,000
4,000

We also reimburse our non-employee directors for reasonable travel and out-of-pocket expenses incurred in connection with attending our board of
director and committee meetings.
In addition, under our director compensation program, on January 1st of each year, beginning on January 1, 2019, each non-employee director that has
served on our board of directors for at least six months receives an option to purchase 17,580 shares of our common stock. Each of these options vest in
four equal quarterly installments on April 1, July 1 and October 1 of the year in which the grant is made and on January 1 of the following year, unless
otherwise provided at the time of grant, subject to the non-employee director’s continued service as a director. All options issued to our non-employee
directors under our director compensation program become exercisable in full upon a change in control of our company, are granted at an exercise
price per share equal to the fair market value of our common stock on the date of grant, and have a term of ten years.
Each non-employee director that is newly elected to our board of directors receives an option to purchase 35,161 shares of our common stock upon his
or her initial election to the board of directors. Each of these options vest with respect to one-third of the award on each of the first, second and third
anniversaries of the grant date, subject to the non-employee director’s continued service as a director.
The following table sets forth the outstanding equity awards held by our non-employee directors as of December 31, 2018, which consisted entirely of
stock options:
Name

Option Awards

Gerald Chan, D.Sc.
A. Sinclair Dunlop
Alec Machiels
Stephanie Monaghan O’Brien

121,894
121,894
309,423
121,894
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Securities Authorized for Issuance Under Equity Compensation Plans
The following table contains information about our equity compensation plans as of December 31, 2018. As of December 31, 2018, we had three
equity compensation plans, each of which was approved by our stockholders: our 2010 Plan, our 2017 Plan and our 2017 employee stock purchase
plan, or the 2017 ESPP.
As of December 31, 2018

Plan Category

Number of
securities to be
issued upon
exercise of
outstanding
options, warrants
and rights
(a)

Equity compensation plans approved by security holders(1)(2)(3)
Equity compensation plans not approved by security holders
Total
(1)
(2)

(3)

7,497,734
—
7,497,734

Weighted average
exercise price of
outstanding
options, warrants
and rights
(b)

$

5.52
—
5.52

Number of securities
remaining available
for future issuance
under equity
compensation
plans (excluding
securities reflected
in column (a))
(c)

2,519,973
—
2,519,973

Consists of our 2010 Plan, 2017 Plan and 2017 ESPP.
As of December 31, 2018, 1,547,809 shares were available for issuance under our 2017 Plan, which became effective on November 8, 2017. The
number of shares of our common stock reserved for issuance under the 2017 Plan increases (i) from time to time by the number of shares of our
common stock subject to outstanding awards under our 2010 Plan that expire, terminate or are otherwise surrendered, cancelled, forfeited or
repurchased by us at their original issuance price pursuant to a contractual repurchase right, and (ii) annually on the first day of each fiscal year
by an amount equal to the lowest of (a) 4,219,409 shares of our common stock, (b) 4.0% of the number of shares of our common stock
outstanding on the first day of the fiscal year and (c) an amount determined by our board of directors. On January 1, 2019, an additional
2,251,172 shares of our common stock were reserved for issuance under the 2017 Plan, which shares are not reflected in the number of shares
available for issuance under the 2017 Plan in the table above.
As of December 31, 2018, 972,164 shares were reserved for issuance under our 2017 ESPP, which became effective on November 8, 2017. The
number of shares of our common stock reserved for issuance under the 2017 ESPP increases on the first day of each fiscal year by an amount
equal to the lowest of (i) 937,646 shares of our common stock, (ii) 1.0% of the number of shares of our common stock outstanding on the first day
of the fiscal year and (iii) an amount determined by our board of directors. No shares have been issued under the 2017 ESPP. Our compensation
committee decided not to allocate additional shares to the 2017 ESPP in 2019.
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PROPOSAL 3—ADVISORY VOTE ON EXECUTIVE COMPENSATION
We are providing our stockholders the opportunity to vote to approve, on an advisory, non-binding basis, the compensation of our named executive
officers as disclosed in this proxy statement in accordance with the SEC’s rules. This proposal, which is commonly referred to as “say-on-pay,” is
required by the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010, which added Section 14A to the Exchange Act. Section 14A of
the Exchange Act also requires that stockholders have the opportunity to cast an advisory vote with respect to whether future executive compensation
advisory votes will be held every one, two or three years, which is the subject of Proposal No. 4.
Our executive compensation programs are designed to attract, motivate, and retain our executive officers, who are critical to our success. Under these
programs, our named executive officers are rewarded for the achievement of our near-term and longer-term financial and strategic goals and for driving
corporate financial performance and stability. The programs contain elements of cash and equity-based compensation and are designed to align the
interests of our executives with those of our stockholders.
The “Executive Compensation” section of this proxy statement beginning on page 19, including “Compensation Discussion and Analysis,” describes
in detail our executive compensation programs and the decisions made by the compensation committee with respect to the year ended December 31,
2018. The key elements of our executive compensation program include the following:
•

Base salary:
•

•

•

Fixed component of pay to provide financial stability, based on responsibilities, experience, individual contributions and
peer company data.

Annual cash incentive program:
•

To promote and reward the achievement of key short-term strategic and business goals of the company as well as individual
performance; to motivate and attract executives.

•

Variable component of pay based on annual quantitative and qualitative company and individual goals.

Equity incentive compensation:
•

To encourage executives and other employees to focus on long-term company performance; to promote retention; to reward
outstanding company and individual performance.

•

Typically subject to multi-year vesting based on continued service and are primarily in the form of stock options, the value of
which depends on the performance of our common stock price, in order to align employee interests with those of our
stockholders over the longer-term.

As we describe in the Compensation Discussion and Analysis, we have designed our executive compensation program to embody a
pay-for-performance philosophy that supports our business strategy and aligns the interests of our executives with our stockholders. We believe this
link between compensation and the achievement of our near- and long-term business goals has helped drive our performance over time. At the same
time, we believe our program does not encourage excessive risk-taking by management.
Our board of directors is asking stockholders to approve a non-binding advisory vote on the following resolution:
RESOLVED, that the compensation paid to the Company’s named executive officers, as disclosed pursuant to the compensation disclosure rules
of the Securities and Exchange Commission, including the compensation discussion and analysis, the compensation tables and any related
material disclosed in this proxy statement, is hereby approved.
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As an advisory vote, this proposal is not binding. Neither the outcome of this advisory vote nor of the advisory vote included in Proposal No. 4
overrules any decision by us or the board of directors (or any committee thereof), creates or implies any change to the fiduciary duties of our company
or the board of directors (or any committee thereof), or creates or implies any additional fiduciary duties for our company or the board of directors (or
any committee thereof). However, our compensation committee and board of directors value the opinions expressed by our stockholders in their vote
on this proposal and will consider the outcome of the vote when making future compensation decisions for named executive officers.
The board of directors recommends that stockholders vote to approve the compensation of our named executive officers by voting “FOR”
Proposal No. 3.
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PROPOSAL 4—ADVISORY VOTE ON THE FREQUENCY OF FUTURE EXECUTIVE COMPENSATION ADVISORY VOTES
In Proposal No. 3, we are providing our stockholders the opportunity to vote to approve, on an advisory, non-binding basis, the compensation of our
named executive officers. In this Proposal No. 4, we are asking our stockholders to cast a non-binding advisory vote regarding the frequency of future
executive compensation advisory votes. Stockholders may vote for a frequency of every one, two, or three years, or may abstain.
The board of directors will take into consideration the outcome of this vote in making a determination about the frequency of future executive
compensation advisory votes. However, because this vote is advisory and non-binding, the board of directors may decide that it is in the best interests
of our stockholders and the company to hold the advisory vote to approve executive compensation more or less frequently.
After careful consideration, the board of directors believes that an executive compensation advisory vote should be held every year, and therefore our
board of directors recommends that you vote for a frequency of every ONE YEAR for future executive compensation advisory votes.
The board of directors believes that an annual executive compensation advisory vote will facilitate more direct stockholder input about executive
compensation. An annual executive compensation advisory vote is consistent with our policy of reviewing our compensation program annually, as
well as seeking frequent input from our stockholders on corporate governance and executive compensation matters. We believe an annual vote would
be the best governance practice for our company at this time. Therefore, the board of directors believes that holding the executive compensation
advisory vote every year is in the best interests of the company and its stockholders.
The board of directors recommends that stockholders vote for holding future executive compensation advisory votes every ONE YEAR in
Proposal No. 4.
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TRANSACTIONS WITH RELATED PERSONS
The following is a description of transactions since January 1, 2018 to which we have been a party, and in which any of our directors, executive officers
and holders of more than 5% of our voting securities and affiliates of our directors, executive officers and holders of more than 5% of our voting
securities, had or will have a direct or indirect material interest. We believe that all of the transactions described below were made on terms no less
favorable to us than could have been obtained from unaffiliated third parties.
Participation in Follow-On Offerings
On April 23, 2018, we issued and sold 5,500,000 shares of its common stock at a price per share of $25.50 in a follow-on public offering. The Company
received net proceeds of $131.2 million after deducting underwriting discounts and commissions of $8.4 million and offering costs of $0.5 million.
The stockholders below, which were then holders of more than 5% of our voting securities, participated in the follow-on offering.
Name

Hillhouse WHP Holdings Limited(1)
Cormorant Funds(1)
(1)

Shares of Common
Stock Purchased

Aggregate
Purchase Price

588,235
196,078

$ 14,999,992
$ 4,999,989

See “Principal Stockholders” below for more information about shares held by this stockholder.

On March 11, 2019, the Company issued and sold 6,900,000 shares of its common stock at a price per share of $17.00 in a follow-on public
offering. The Company received net proceeds of $109.8 million after deducting underwriting discounts and commissions of $7.0 million and offering
costs of $0.5 million. The stockholders below, which were then holders of more than 5% of our voting securities, participated in the follow-on offering.
Name

Hillhouse WHP Holdings Limited(1)
Morningside Venture Investments, Ltd.(1)
(1)

Shares of Common
Stock Purchased

Aggregate
Purchase Price

350,000
441,176

$ 5,950,000
$ 7,499,992

See “Principal Stockholders” below for more information about shares held by this stockholder.

Revon
Effective as of May 1, 2018, we entered into a subscription license agreement and a services agreement with Revon. Under the subscription license
agreement, Revon granted us an exclusive license to use the Revon software platform and applications for any purpose with respect to our programs in
age-related macular degeneration, hemolytic diseases and complement-dependent nephropathies for an annual license fee of $175,000 and an option
to obtain a perpetual, exclusive license thereafter for $350,000. Under the services agreement, Revon provided development services with respect to
the Revon software to us for $250,000 during the first year. We paid Revon $320,833 in 2018, including $175,000 under the license agreement and
$145,833 under the services agreement.
Each of Cedric Francois, our Chief Executive Officer, Pascal Deschatelets, our Chief Operating Officer, and Alec Machiels, a member of the board of
directors, is an affiliate of Revon. The board of directors approved the Revon agreements after review by a subcommittee of the disinterested members
of the board of directors and determination by the board of directors that the terms of the Revon agreements were fair, reasonable and in the best
interests of the Company.
Investors’ Rights Agreement
We are a party to an investors’ rights agreement, dated as of August 7, 2017, with certain stockholders, who purchased our preferred stock, including
some of our directors and 5% stockholders and their affiliates and
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entities affiliated with our officers and directors. The investors’ rights agreement provides these holders the right to demand that we file a registration
statement or request that their shares be covered by a registration statement that we are otherwise filing.
Indemnification of Officers and Directors
Our restated certificate of incorporation provides that we will indemnify our directors and officers to the fullest extent permitted by Delaware law. In
addition, we have entered into indemnification agreements with our current and former directors that may be broader in scope than the specific
indemnification provisions contained in the General Corporation Law of the State of Delaware. In the case of those of our directors who are affiliated
with certain of our 5% stockholders or their affiliates, the indemnification agreements also provide for indemnification of the applicable 5%
stockholder or affiliate.
Policies and Procedures for Related Person Transactions
Our board of directors has adopted written policies and procedures for the review of any transaction, arrangement or relationship in which our company
is a participant, the amount involved exceeds $120,000 and one of our executive officers, directors, director nominees or 5% stockholders, or their
immediate family members, each of whom we refer to as a “related person,” has a direct or indirect material interest.
If a related person proposes to enter into such a transaction, arrangement or relationship, which we refer to as a “related person transaction,” the related
person must report the proposed related person transaction to our principal financial officer. The policy calls for the proposed related person
transaction to be reviewed and approved by our audit committee. Whenever practicable, the reporting, review and approval will occur prior to entry
into the transaction. If advance review and approval is not practicable, the committee will review, and, in its discretion, may ratify the related person
transaction. The policy also permits the chairman of the audit committee to review and, if deemed appropriate, approve proposed related person
transactions that arise between committee meetings, subject to ratification by the committee at its next meeting. Any related person transactions that
are ongoing in nature will be reviewed annually.
A related person transaction reviewed under the policy will be considered approved or ratified if it is authorized by the audit committee after full
disclosure of the related person’s interest in the transaction. As appropriate for the circumstances, the committee will review and consider:
•

the related person’s interest in the related person transaction;

•

the approximate dollar value of the amount involved in the related person transaction;

•

the approximate dollar value of the amount of the related person’s interest in the transaction without regard to the amount of any profit or
loss;

•

whether the transaction was undertaken in the ordinary course of our business;

•

whether the terms of the transaction are no less favorable to us than the terms that could have been reached with an unrelated third party;

•

the purpose of, and the potential benefits to us of, the transaction; and

•

any other information regarding the related person transaction or the related person in the context of the proposed transaction that would
be material to investors in light of the circumstances of the particular transaction.

The audit committee may approve or ratify the transaction only if the committee determines that, under all of the circumstances, the transaction is in
our best interests. The committee may impose any conditions on the related person transaction that it deems appropriate.
The policy provides that transactions involving compensation of executive officers shall be reviewed and approved by the compensation committee in
the manner specified in its charter.
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PRINCIPAL STOCKHOLDERS
Unless otherwise provided below, the following table sets forth information with respect to the beneficial ownership of our common stock as of
March 31, 2019 by:
•

each person, or group of affiliated persons, who is known to us to be the beneficial owner of 5% or more of the outstanding shares of our
common stock;

•

each of our directors;

•

each of our named executive officers; and

•

all of our directors and executive officers as a group.

The column entitled “Percentage Beneficially Owned” is based on a total of 63,218,476 shares of our common stock outstanding as of March 31, 2019.
Beneficial ownership is determined in accordance with the rules and regulations of the SEC and includes voting or investment power with respect to
our common stock. Shares of our common stock subject to options or warrants that are currently exercisable or exercisable within 60 days after
March 31, 2019 are considered outstanding and beneficially owned by the person holding the options for the purpose of calculating the percentage
ownership of that person but not for the purpose of calculating the percentage ownership of any other person. Except as otherwise noted, the persons
and entities in this table have sole voting and investing power with respect to all of the shares of our common stock beneficially owned by them,
subject to community property laws, where applicable. Except as otherwise set forth below, the address of the beneficial owner is c/o Apellis
Pharmaceuticals, Inc., 6400 Westwind Way, Suite A, Crestwood, Kentucky 40014.
Number of Shares
Beneficially
Owned

Name of Beneficial Owner

5% Stockholders:
Morningside Venture Investments, Ltd.(1)
Cormorant Funds(2)
Hillhouse Funds(3)
BlackRock, Inc.(4)
Directors and Named Executive Officers:
Cedric Francois, M.D., Ph.D.(5)
Gerald Chan(6)
A. Sinclair Dunlop(7)
Alec Machiels(8)
Stephanie Monaghan O’Brien(9)
Pascal Deschatelets, Ph.D.(10)
Timothy Sullivan(11)
Federico Grossi, M.D., Ph.D.(12)
Lukas Scheibler, M.D., Ph.D.(13)
All Executive Officers and Directors as a Group (14 persons)(14)

12,015,802
4,502,498
4,328,289
3,730,626
2,485,284
126,289*
807,698
1,219,723
126,289*
1,879,901
165,551*
199,877*
42,205*
7,086,230

Percentage
Beneficially
Owned

19.0%
7.1%
6.8%
5.9%
3.8%
1.3%
1.9%
2.9%

10.6%

*Represents beneficial ownership of less than 1% of our outstanding stock.
(1)
(2)

Frances Anne Elizabeth Richard, Jill Marie Franklin, Peter Stuart Allenby Edwards and Raymond Long Sing Tang, the directors of Morningside
Venture Investments, Ltd. (“MVIL”), share voting and dispositive control over the shares held by MVIL. The address for MVIL is 2nd Floor, Le
Prince de Galles, 3-5 Avenue des Citronniers, MC 98000, Monaco.
Consists of shares of common stock held by Cormorant Global Healthcare Master Fund, LP (the “Master Fund”), Cormorant Private Healthcare
Fund I, LP (“Fund I”) and a managed account. Cormorant Global
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(3)

(4)
(5)
(6)
(7)
(8)
(9)
(10)
(11)
(12)
(13)
(14)

Healthcare GP, LLC and Cormorant Private Healthcare GP, LLC serve as the general partners of the Master Fund and Fund I, respectively.
Cormorant Asset Management, LP serves as the investment manager to the Master Fund, Fund I and the managed account. Bihua Chen serves as
the managing member of Cormorant Global Healthcare GP, LLC, Cormorant Private Healthcare GP, LLC and the general partner of Cormorant
Asset Management, LP. Fund I and Cormorant Private Healthcare GP, LLC each holds shared dispositive and voting power with respect to
1,819,592 of the shares; the Master Fund and Cormorant Global Healthcare GP, LLC each holds shared dispositive and voting power with
respect to 2,487,292 of the shares; and Bihua Chen and Cormorant Asset Management, LP each holds shared dispositive and voting power with
respect to 4,502,498 of the shares. The information reported is based solely on a Schedule 13G/A filed on February 14, 2019. The principal
business address of each of the foregoing beneficial owners (collectively, the “Cormorant Funds”) is 200 Clarendon Street, 52nd Floor, Boston,
MA 02116.
Consists of shares of common stock held by Gaoling Fund, L.P. (“Gaoling”), YHG Investment, L.P. (“YHG”) and Hillhouse WHP Holdings
Limited (“WHP”). Hillhouse Capital Advisors, Ltd. (“Hillhouse Advisors”) acts as the sole management company of Gaoling and the sole
general partner of YHG and holds sole dispositive power and sole voting power with respect to 2,229,708 of the shares. Hillhouse Capital
Management, Ltd. (“Hillhouse Capital”), an affiliate of Hillhouse Advisors, acts as the sole management company of WHP and holds sole
dispositive power and sole voting power with respect to 2,098,581 of the shares. The information reported is based solely on two Schedule
13G/As filed on February 14, 2019. The principal business address of Hillhouse Advisors and Hillhouse Capital (together, the “Hillhouse
Funds”) is Suite 2202, 22nd Floor, Two International Finance Centre, 8 Finance Street, Central, Hong Kong.
BlackRock Inc. holds sole dispositive power over 3,730,626 shares of common stock and holds sole voting power over 3,662,035 shares of
common stock. The information reported is based solely on a Schedule 13G filed on February 8, 2019. BlackRock Inc.’s principal business
address is 55 East 52nd Street, New York, NY 1005.
Consists of (i) 714,288 shares of common stock held by Dr. Francois, (ii) 234,411 shares of common stock held by The Francois-DuBois
Educational Trust, as to which Mr. Machiels holds a voting proxy and for which Fiduciary Trust Company of New England serves as trustee and
(iii) 1,536,585 shares of common stock issuable upon the exercise of options exercisable within 60 days after March 31, 2019.
Consists of 126,289 shares of common stock issuable upon the exercise of options exercisable within 60 days after March 31, 2019.
Consists of (i) 681,409 shares of common stock held by affiliated entities and (ii) 126,289 shares of common stock issuable upon the exercise of
options exercisable within 60 days after March 31, 2019.
Consists of (i) 671,494 shares of common stock, (ii) 234,411 shares of common stock held by The Francois-DuBois Educational Trust, as to
which Mr. Machiels holds a voting proxy and (iii) 313,818 shares of common stock issuable upon the exercise of options exercisable within 60
days after March 31, 2019.
Consists of 126,289 shares of common stock issuable upon the exercise of options exercisable within 60 days after March 31, 2019.
Consists of (i) 945,744 shares of common stock and (ii) 934,157 shares of common stock issuable upon the exercise of options exercisable
within 60 days after March 31, 2019.
Consists of 165,551 shares of common stock issuable upon the exercise of options exercisable within 60 days after March 31, 2018.
Consists of (i) 22,456 shares of common stock and (ii) 177,421 shares of common stock issuable upon the exercise of options exercisable within
60 days after March 31, 2019.
Consists of (i) 2,935 shares of common stock and (ii) 39,270 shares of common stock issuable upon the exercise of options exercisable within
60 days after March 31, 2019.
Consists of (i) 3,304,779 shares of common stock and (ii) 3,781,451 shares of common stock issuable upon the exercise of options exercisable
within 60 days after March 31, 2019.
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SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE
Section 16(a) of the Exchange Act requires our directors, executive officers, and persons holding more than 10% of our common stock to report their
initial ownership of the common stock and other equity securities and any changes in that ownership in reports that must be filed with the SEC. The
SEC has designated specific deadlines for these reports, and we must identify in this proxy statement those persons who did not file these reports when
due.
Based solely on a review of reports furnished to us, or written representations from reporting persons, we believe all directors, executive officers, and
10% owners timely filed all reports regarding transactions in our securities required to be filed for 2018 by Section 16(a) of the Exchange Act.
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REPORT OF THE AUDIT COMMITTEE OF THE BOARD OF DIRECTORS
The audit committee has reviewed our audited consolidated financial statements for the fiscal year ended December 31, 2018 and discussed them with
the Company’s management and Ernst &Young LLP, the Company’s independent registered public accounting firm for the year ended December 31,
2018.
The audit committee has also received from, and discussed with, Ernst &Young LLP various communications that Ernst &Young LLP is required to
provide to the audit committee, including the matters required to be discussed by generally accepted auditing standards (including Public Company
Accounting Oversight Board Auditing Standard No. 1301, Communications with Audit Committees).
In addition, Ernst &Young LLP provided the audit committee with the written disclosures and the letter required by applicable requirements of the
Public Company Accounting Oversight Board regarding the independent registered public accounting firm’s communications with the audit
committee concerning independence, and the audit committee has discussed with the Company’s independent registered public accounting firm their
independence.
Based on the review and discussions referred to above, the audit committee recommended to the board of directors that the audited consolidated
financial statements be included in the Company’s Annual Report on Form 10-K for the year ended December 31, 2018.
By the audit committee of the board of directors of Apellis Pharmaceuticals, Inc.
Alec Machiels, Chair
A. Sinclair Dunlop
Stephanie Monaghan O’Brien
April 30, 2019
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HOUSEHOLDING
Some banks, brokers and other nominee record holders may be participating in the practice of “householding” proxy statements and annual reports.
This means that only one copy of our documents, including the Notice of Internet Availability of Proxy Materials or, if requested, the 2018 Annual
Report and proxy statement, may have been sent to multiple stockholders in your household. We will promptly deliver a separate copy of any of the
above documents to you if you write or call us at Apellis Pharmaceuticals, Inc., 6400 Westwind Way, Suite A, Crestwood, Kentucky 40014, Attention:
General Counsel, telephone: (502) 241-4114. If you want to receive separate copies of the Notice of Internet Availability of Proxy Materials, proxy
statement or annual report to stockholders in the future, or if you are receiving multiple copies and would like to receive only one copy per household,
you should contact your bank, broker or other nominee record holder, or you may contact us at the above address and phone number.

STOCKHOLDER PROPOSALS FOR OUR 2020 ANNUAL MEETING
A stockholder who would like to have a proposal considered for inclusion in our 2020 proxy statement must submit the proposal in accordance with
the procedures outlined in Rule 14a-8 of the Exchange Act so that it is received by us no later than January 7, 2020. However, if the date of the 2020
annual meeting of stockholders is changed by more than 30 days from the date of the previous year’s meeting, then the deadline is a reasonable time
before we begin to print and send our proxy statement for the 2020 annual meeting of stockholders. SEC rules set standards for eligibility and specify
the types of stockholder proposals that may be excluded from a proxy statement. Stockholder proposals should be addressed to Apellis
Pharmaceuticals, Inc., 6400 Westwind Way, Suite A, Crestwood, Kentucky 40014, Attention: General Counsel.
If a stockholder wishes to propose a nomination of persons for election to our board of directors or present a proposal at an annual meeting but does not
wish to have the proposal considered for inclusion in our proxy statement and proxy card, our amended and restated bylaws establish an advance
notice procedure for such nominations and proposals. Stockholders at an annual meeting may only consider proposals or nominations specified in the
notice of meeting or brought before the meeting by or at the direction of the board of directors or by a stockholder of record on the record date for the
meeting, who is entitled to vote at the meeting and who has delivered timely notice in proper form to our corporate secretary of the stockholder’s
intention to bring such business before the meeting.
The required notice must be in writing and received by our corporate secretary at our principal executive offices not less than 90 days nor more than
120 days prior to the first anniversary of the preceding year’s annual meeting. However, in the event that the date of the annual meeting is advanced by
more than 30 days, or delayed by more than 60 days, from the first anniversary of the preceding year’s annual meeting, a stockholder’s notice must be
so received no earlier than the 120th day prior to such annual meeting and not later than the close of business on the later of (A) the 90th day prior to
such annual meeting and (B) the tenth day following the day on which notice of the date of such annual meeting was mailed or public disclosure of the
date of such annual meeting was made, whichever first occurs. For stockholder proposals to be brought before the 2020 annual meeting of
stockholders, the required notice must be received by our corporate secretary at our principal executive offices no earlier than February 19, 2020 and
no later than March 20, 2020.
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OTHER MATTERS
Our board of directors does not know of any other matters to be brought before the Annual Meeting. If any other matters not mentioned in this proxy
statement are properly brought before the meeting, the individuals named in the proxy intend to use their discretionary voting authority under the
proxy to vote the proxy in accordance with their best judgment on those matters.
By Order of the Board of Directors
/s/ Cedric Francois
Cedric Francois
President and Chief Executive Officer
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Annual Meeting of Apellis Pharmaceuticals, Inc.
to be held on June 18, 2019
for Holders as of April 23, 2019

ANNUAL MEETING OF APELLIS PHARMACEUTICALS,
INC.
Date:
Time:
Place:

June 18, 2019
10:00 A.M. (Eastern Time)
Wilmer Cutler Pickering Hale and Dorr LLP, 60 State Street, Boston,
MA 02109

Please make your marks like this:
or pen only

INTERNET

Nominees:
(1) A. Sinclair Dunlop
(2) Alec Machiels

Call

www.proxypush.com/APLS
• Cast your vote online 24 hours a
day/7 days a week.
• Have your Proxy Card/Voting
Instructions Form ready.
• View Meeting Documents.

OR

Withhold Vote From
All Nominees

Vote For
All Except

☐

☐

INSTRUCTIONS: To withhold authority
to vote for any nominee, mark the
“Vote For All Except” box and write the
number(s) in the space provided to the
right.
For

Against Abstain

For

Against Abstain

☐

2. To ratify the appointment of
Deloitte & Touche LLP as the Company’s
independent registered public accounting
firm for the fiscal year ending
December 31, 2019.

☐

☐

☐

☐

☐

1 Year 2 Years 3 Years Abstain

To attend the meeting and vote your
shares in person, please mark this
box.

866-362-4346
OR

MAIL

• Use any touch-tone telephone toll-free 24 hours a day/7
days a week.
• Have your Proxy Card/Voting Instruction Form
ready.
• Follow the simple recorded instructions.

• Mark, sign and date your Proxy Card/Voting Instruction Form.
• Detach your Proxy Card/Voting Instruction Form.
• Return your Proxy Card/Voting Instruction Form in the
postage-paid envelope provided.

The undersigned hereby appoints Cedric Francois, Timothy Sullivan and David Watson, and each of
them, as the true and lawful attorneys of the undersigned, with full power of substitution and
revocation, and authorizes them, and each of them, to vote all the shares of common stock of Apellis
Pharmaceuticals, Inc. which the undersigned is entitled to vote at said meeting and any adjournment
thereof upon the matters specified and upon such other matters as may be properly brought before
the meeting or any adjournment thereof, conferring authority upon such true and lawful attorneys to
vote in their discretion on such other matters as may properly come before the meeting and revoking
any proxy heretofore given.
THE SHARES REPRESENTED BY THIS PROXY WILL BE VOTED AS DIRECTED OR, IF NO
DIRECTION IS GIVEN, SHARES WILL BE VOTED FOR THE ELECTION OF THE DIRECTORS IN
PROPOSAL 1, FOR PROPOSALS 2 AND 3 AND FOR 1 YEAR IN PROPOSAL 4. THE PROXIES
WILL VOTE IN THEIR DISCRETION ON ANY OTHER BUSINESS AS MAY PROPERLY COME
BEFORE THE MEETING AND ANY ADJOURNMENT THEREOF.

PROXY TABULATOR FOR

3. To approve an advisory vote on executive
compensation.
4. To hold an advisory vote on the
frequency of future executive
compensation advisory votes.

TELEPHONE

Go To

1. To elect two Class II directors to hold office until the 2022 annual meeting
of stockholders.

☐

VOTE BY:

☒ Use dark black pencil

The Board of Directors Recommends a Vote FOR each of the director
nominees listed in Proposal 1; FOR Proposals 2 and 3; and for holding an
advisory vote on executive compensation every 1 YEAR in Proposal 4.

Vote For
All Nominees

This proxy is being solicited on behalf of the Board of Directors

☐

☐

☐

☐

☐

Authorized Signatures - This section
must be completed for your
Instructions to be executed.

Please Sign Here

Please Date
Above

Please Sign Here

Please Date
Above

Please sign exactly as your name(s) appears on your stock
certificate. If held in joint tenancy, all persons should sign.
Trustees, administrators, etc., should include title and authority.
Corporations should provide full name of corporation and title of
authorized officer signing the proxy.
Please separate carefully at the perforation and return just this portion in
the envelope provided.

APELLIS PHARMACEUTICALS, INC.
c/o MEDIANT COMMUNICATIONS
P.O. BOX 8016
CARY, NC 27512-9903

