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Rapid valuation response helps
biopharmaceutical company save its IPO
and finance its future

Overview

A biopharmaceutical company had developed next-generation
treatments for pulmonary and cardiac diseases, and was ready
to start clinical trials in the U.S. and a commercial launchin
Europe. The problem? They were running out of funding, and
needed to complete an initial public offering (IPO) quickly to
move forward.

The company was running out of cash, and traditional financing
avenues were not an option. In June 2013, the company
decided an IPO was its only option to generate the funding

to supportits vital U.S. clinical trials and European product
launch. But the reporting requirements for a public offering are
daunting. In order to meet the disclosure requirements inits
S-1filing, the company had to address a variety of complex
valuation concerns. The window of opportunity for the IPO
was tight — management needed an expedited solution.

Luckily, their internal counsel knew just where to turn. Having
worked with RSM before, while at another Boston-based life
sciences company, he turned to RSM for help again.

The company had been granting profits interests to its
founders and key personnel over several years, but had never
performed formal valuations to support the prices assigned
to those grants. The company was also bridging its financings
by issuing convertible debt and warrants, the combination of
which required special liahility accounting treatment, but that
treatment had not been properly supported with valuations.
Before the company could fileits S-1, it had to establish the
fair values of its profits interest grants and convertible debt
instruments dating back two years.
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RSM's approach

The first step was determining a valuation approach
appropriate for the complexity of the company'’s capital
structure and the unique features of the convertible
notes. Drawing on its deep experience, the RSM team
devised a valuation approach that was robust enough to
address all of the company'’s securities, flexible enough to
work within the tight time constraints of the project and
consistent with the stringent demands of the Securities
and Exchange Commission (SEC).

Under extreme time pressure, RSM's valuation professionals
performed six retrospective and three contemporaneous
valuations of the company'’s preferred stock, common stock,
profits interests, common stock options, convertible notes and
warrants. Given the importance of the IPO and the condensed
timeline, the RSM team also coordinated the process with
client management, the client’s auditors, who had to review
the valuations, and the client's legal counsel. When the
valuations were complete, RSM also helped the client draft

its S-1and respond to SEC comments and inquiries.

Outcomes

In November 2013, the company successfully filed its public
registration statement on Form S-1, and began preparing for
its road show in early December. The client was so pleased
with the experience, diligence and attention provided by the
RSM valuation team that it has invited RSM to assist with the
evaluation of the company's risk and controls, and financial
reporting systems.

+1800 274 3978
WWWw.rsmus.com

This document contains general information, may be based on authorities that are subject to change, and is not a substitute for professional advice or services. This document does not constitute audit, tax, consulting,
business, financial, investment, legal or other professional advice, and you should consult a qualified professional advisor before taking any action based on the information herein. RSM US LLP, its affiliates and related
entities are not responsible for any loss resulting from or relating to reliance on this document by any person. RSM US LLP is a limited liability partnership and the U.S. member firm of RSM International, a global network
of independent audit, tax and consulting firms. The member firms of RSM International collaborate to provide services to global clients, but are separate and distinct legal entities that cannot obligate each other. Each
member firmis responsible only for its own acts and omissions, and not those of any other party. Visit rsmus.com/aboutus for more information regarding RSM US LLP and RSM International. RSM® and the RSM logo

are registered trademarks of RSM International Association. The power of being understood® is a registered trademark of RSM US LLP.

© 2015 RSM US LLP. All Rights Reserved.

cs_fas_1015_biopharmaceutical_company


http://www.rsmus.com

