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Venture Valuation W
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VENTURE VALUATION

Information Services: Biotechgate.com Database

Database for over 25 countries = BIOCOM
, . P SWISSL:
16°000 company profiles Woono)l 3IOTECH
Manage database for Canada, San Diego, Maryland,
Medicon Valley, Switzerland, etc. medicon SIS

Independent, third party Valuations
Product & Company valuations

Not a venture capitalist

Experts Finance & Biotech/Pharma Industry
Track record of over 160 valued companies

Clients such as Novartis Venture Fund, Fraunhofer
Gesellschaft, European Investment Bank; Arpida/Evolva
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Valuation of what? N

VENTURE VALUATION

1. Valuation of a product (fi

— Licensing deal Iﬁ

— Strategic development decision

2. Valuation of a company E E]
— Investment / Financing round |
= Merger / Acquisition

— Measure success of company
development
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Definitions W

VENTURE VALUATION

! . Value: Implies the inherent worth of a
N\ specific thing
sjersre | . .
s * Price: depending on the market. (supply /
demand); whatever somebody is prepared

to pay

“Price is what you pay. Value is what you get.”
By Warren Buffett
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Valuation Methods

A
_ 80%
> Monte Carlo Analysis o
< | « Real options 60%
@ *
— ° 50%
o rNPV "
e | « Discounted cash flows
O . 30%
O| * Simple sales forecasts 20%
10%
0%

rNPV: risk adjusted Net present Value

A%\

VENTURE VALUATION

Industry use

B Product sales

forecasts
DCF, NPV

calculations
rNPV

B Monte carlo
simulation

Bl Real options

= |

Source: Business Insights
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Risk-adjusted NPV A%\

VENTURE VALUATION

Risk adjusted Net Present Value (rNPV)

Finish Phase 11167%

Does not e
the market 0

 Method of choice

 Adjusts value for
Development Risk
(attrition rate) Finish Phase 120%
and Cost of Capital -

Finish Phase 1129%
- 438.6

Does not finish33%
Phase lll 0

127.8

Does not finish/1%
Phasell 0

Finish 10%

Pre-clinica 24.5

Does not fini
Phasel 0

Does not fini
Pre-clinical 0
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VENTURE VALUATION

Deal terms W

* Front / back-loading a deal can heavily
influence deal structure

* Its important to understand the valuation
metrics of a deal

Payment NPV
In USD m of (or up-front)
Up-front 1m 1m
[ Finish Pre-clinical 1m 0.44 m
Finish Phase | m 70’000
Milestone — Finish Phase |l Tm 17°000
Finish Phase llI 1m 8000
_ Approval / Enter market 1m 5’000

Royalties 1% 0.70 m
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Licensing vs VC Financing W\

VENTURE VALUATION

VC Financing Licensing Deal

 Venture Capitalist/Investor | Pharma

e Dilution / valuation * Deal terms / value preservation
» Collaboration model
* Enough to get to next » Milestone payments must fund
value creating milestone development

* Risk / reward remains with | * Risk / reward sharing
shareholders * Up-side capped

* Know-how for M&A deals |« Know-how for development

» Portfolio » Single product
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Addex example

Phase |

Phase lla

eal Reflux Disease (GERD) )

4

schizophrenia &
ADXE3365 (MGIURS Fmi‘ cognitive Impalrmant>

| mGIuR2 PAM schizophrenialanxiety (JNJ) >

Fx‘nm {GABA) .pasuclmsenmmxwry)(

| FSHR NAM for contraception }

| PAM for Parkinson's 3

| GLP1R PAM for diabetes )

| MNAM for Depression >

| NAM for Depression }

Cash: CHF 161 m

>-,

N
2009

Preclinical

Sereenmg & Lead
Optimization

Hit-to-Le ad o

ADRA0038 (mGIURS blakd) — study 204

Gastroesophadgeal reflux dizesze (GERD) monatherapy in known praton pump inhilbitar (PRI responders

Phase lla

VENTURE VALUATION

Milestone |

Phase Il -

’Data reported

ADKT0059 (mGIURS Mak) — study 205

Data Jan 110

Discovery

Metabolic

MGIURT NAM
Depression fPTS Disorder )

Orexin 2R MAKM
Sleep dizorders

E GERD add-on therapy in PRI partial responders
= AD10059 (mGIURS MAM) — study 206 :
= Prophylaxiz for Frequent Migraine > UGEl Gme
ADR4TE2T (NGRS MAN) N Start Phll
Parkinzon's Disease Levodopa Induced Dyskingsia (PO-LIDY 4310
ADKT1149 (mGIuR2 PARW) > Ortho-hlcheil-
Ariety | Schizophrenia Janzzen
E ADMEIIBS (mzu RS PAK) Merck & Co.,
= Schizophrenia* Inc.
E ADNT1243 (ARSE PAM) Fh | start
& GERD J Pain /LI 2H10
ADHEZEAZ (FSH MAahn >
Endometriosis § Prostate Cancer
mGURS PAM Merck & Cao.,
Parkinzon's disease* Inc.
mGIURZ NAKM ]
e | Alzheimer's Dizesse J Depression
Z

disorders

GLP-1 R P
Type Il Disbetes

GIPR Il PAM
Type || Diabetes }

N&M
Type |l Diahetes )

Inflamameti on

THFRA M
R&, Pzotiasis, Alzheimer's

A2 POM R4
P=zor., arthritiz

IL-TRD AN
gout, dishetes

PAM = positive allbstaric madiiatoy
MNAM = negative aifostenc modistar
* & undisciosed ndicalions

Cash: CHF 70 m
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Close-up: Licensing Deal W

VENTURE VALUATION

ADX 63365 Schizophrenia

- Partnered and out-licensed to Merck & Co., Inc.

- Deal announced in Jan 2008

- Upfront USD 22 million

- Milestones total USD 680 million (USD 455 m + 225 m)

- Pre-clinical stage

- Treatment of schizophrenia and other undisclosed
indications

- Further development led by Merck
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Close-up: Own developmentw

VENTURE VALUATION

ADX 10059 Migraine

- Own development

- Successful phase lla

- Had to be stopped in phase llb

- Same product also for other indications (total of 3 clinical

products)
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ADXN: The

VENTURE VALUATION

Impact of news W

80 - ;
ADDEX Shareprice (ndexadusted)
70 -
60 -
50 -
40 -
30 - Dec 09: Addex ends Migraine
Jan 08: Licensing Prevention Study; long-term >
agreement Merck & Co., for study of ADX10059;
20 - Schizophrenia; h*i\
-CHF 150 m Market Cap
10 - +CHF 30 m Market Cap
(’)\ A4 A e ® e ® ® ® & e © O o o
SO NG SR S SN ST U S U S U S S S S S
NN\ T S\ G\ U N N S N G U N NG
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Impact of success / fallure W

VENTURE VALUATION

VC Financing Licensing Deal
Failure: Failure:
 Full impact » Up-front / milestone payment
- Possibly further funds received
required
Success: Success:
* Requirement for more funds |+ Shared profit through
- Better licensing terms royalties
 Income from milestone
payments
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Addex: Conclusion W

VENTURE VALUATION

- Reduced R&D spending through out-licensing

- Portfolio approach with own development & out-licensing

- Licensing revenues of CHF 27 m in 2008
- Cash of ~CHF 70 m in bank at end of 2009

- Currently trading at cash (price)

=> Too much dependency on one product for several

Indications
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Licensing vs. VC Financing

VENTURE VALUATION

VC Financing Licensing Deal
Earlier (-) (++)
Stage » Funds raised on later |- Interesting for pharma
Products | stage products e Limited value to VC /
(products 3, 4,5) | « Price: low / none analyst
within portfolio
Lead (++) (+)
Products |. preserve potential » Reduces burn-rate
(products 1&2) | within company - Provides Cash
» Creates main value » Depending on Deal
for investors terms / value
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Summary W

VENTURE VALUATION

- Focus on lead products

- Portfolio approach

- VC/Equity financing plus partnering of early stage pipeline
products

- It's always a question of price and value

- Keep financing options open
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VENTURE VALUATION
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Thank yo

-I.g‘- +41 43 321 86 60 ' ation AG
Fax: +41 43 321 86 61 : ~ Kasernen
WWw.venturevalgation.com | 8004 Zurich
p.frei@venturevaluation.com




