XPLICO

Summary Xplico Valuation Survey

In July and August 2018 Xplico conducted a survey among 600 industry professionals about
valuation in the life science industry and received 79 responses. We hereby present the results
of the survey.

Respondents’ Profiles

The respondents job title/position are mainly represented by management positions (C-level
and Board — 47%) as well as Business Development executives (35%), where a large majority
(73%) believe they have either a good, deep or expert knowledge of valuation.

Concerning the affiliation in the industry we received the largest amount of responses from
biotech companies (68%) and the remaining part is mainly from small and midsize
pharmaceuticals companies (18%).

The market cap of the companies testifies of a good representation of all sizes, and
geographically, there is a more or less equal distribution between the Nordic countries, the rest
of EU, UK & Ireland and the US. Further, the survey is based on an almost equal split between
companies funded publicly, privately or by venture capital.

Most of the biotech companies have a lead project in Preclinical to Phase II, and half the
companies have raised less than $25m. However, the majority (75%) has estimated their
market cap to be larger than $25m.

The Importance of Valuation

When it comes to valuation, a total of 86% of the respondents reply that they need a valuation
from time to time or frequently — not surprisingly when one considers how often biotech
companies need funding.

Valuations are widely used by all companies for both internal purposes like discussions, Board
meetings and portfolio analysis as well as for external purposes like Partnering / M&A and
fundraising.

An important conclusion to make is that the valuation process is launched from an early
development stage; 67% of the companies will have started to value their project before it
reaches Phase | and 89% before the project reaches Phase Il.
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Valuation Methods and Discount Rate

Almost all respondents use a discounted cash flow approach based on the NPV (95%), risk
adjusted NPV & expected NPV (89%) together with Comparable/Benchmarks/Multiples
methods (68%). Other models/methods are only used to a very limited extent.

We notice a tendency to use a lower discount rate — with an average of 13% — than earlier
surveys have concluded. A large majority (80%) uses a discount rate based on benchmarks, and
we notice that less than 13% of the companies use a discount rate that has been defined by the
company guidelines and 14% use one based on WACC.

The main conclusions to draw are that the survey shows differences in the discount rate applied
in the following areas:

- The biotech companies and the research/tech transfer companies apply a higher
discount rate (13% and 14%) than the small and midsize pharmaceutical companies
(12%).

- The development stage of the project tends to define the applied discount rate. Earlier
project stages have a higher discount rate; approximately 14% for Preclinical to Phase |
projects, 13% for Phase Il projects, 12 % for Phase Ill projects and 10% after Phase lIl.

Disclaimer: The information provided in this report has been obtained from sources believed to be reliable.
Nonetheless, we cannot guarantee nor do we make any representation or warranty as to its accuracy and you
should not place any reliance on the written information. We cannot guarantee that the information in this report
is correct, accurate, complete or non-misleading, and Xplico Aps. cannot be held responsible for the use that might
be made of this report.
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Job title / position
What is the job title /position of the respondents ?

‘ l
Other

18%

Business
Development
35%

Management
(CXO/Board)
47%

Valuation experience
What is the self-assessment of the respondents’ valuation experience ?

Deep knowledge
20%

Expert
6%

LOF

Limited knowledge
Good knowledge 9%

47%

Generally familiar
18%
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Affiliation
What is the type of company ?

Tech transfer
6%

Biotech company |nveost0r
68% 5%
B T~ Consultant
3%

Pharmaceutical

company
18%
Company base
In which region is the company primarily based ?
EU Other UK & Ireland
30% 17%
us
20%

Nordic (EU)
28% ROW
5%
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Funding of the biotech companies
How is the company funded ?

Venture
16%
Venture & Private
9%
Public
0,
32% Privately
/ (no venture)
. 29%
Other
14%

Development stage of lead project
In which phase is the company’s lead project ?

M
Early (up to Phase I)
35%

Late stage/market
(Phase Il ->)
27%

id stage (Phase Il)
38%
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Equity raised by the biotech companies
How much capital has the company raised so far ?

$25m - $100m
27%

SOm - $25m
48%
$100m - $500m

18%

>$500m
6%
Market cap of the biotech companies
What is roughly the market cap of the company ?
$25m - $100m

33%

SOm - $25m
25%

$100m - $250m
26%

16%
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Frequency of valuation
How often is valuation needed in your company ?

Rarely 10%
From time to time 54%

Frequently

T T T T

0% 10% 20% 30% 40% 50% 60%

Start time of valuation
From what stage is a project valuation launched in your company ?

Drug discovery
Preclinical 53%
Phase |

Phase Il

Phase Il

0% 10% 20% 30% 40% 50% 60%
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Purposes for valuation
For which purposes has the company used valuation ?

Partnering / M&A 80%
Internal discussions
Board Meetings
Fundraising
Portfolio analysis

Preparing for IPO

Legal requirements

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Methods used for valuation
What methods does the company use for valuation ?

NPV

Risk adjusted NPV & Expected NPV
Comparable/Benchmarks/Multiples
Venture Capital method

Monte Carlo Simulation

ROI

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
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Discount Rate versus Position [Range and average]
What is the applied discount rate compared to the position of the respondent ?
30,0%

25% 25%
25,0%
20% 20%
20,0%
15,0%
15,0% - ,0% 12,9% 12,6%
10,0% 12%
5 0% 8% 8% 8%
’ (o]
0,0% T T T 1
All (100%) Business Development In management Other (14%)
(36%) (CXO/Board) (50%)

Discount Rate versus Regions [Range and average]
What is the applied discount rate compared to the region of the company ?

30,0%
25% 25%
25,0%
20% 20% 20%
20,0%
14,4%
15,0% - ,0% 12,8% 12,9%
10,0%
10%
8% 8% 8%
5,0%
0,0% T T T T T 1
All (100%) Nordic (EU) EU Other (30%) UK & Ireland US (20%) ROW (5%)
(28%) (16%)
Copyright © 2018 by Xplico Aps. Page 9

All rights reserved. Reproduction and distribution of this presentation without referring to the name of Xplico is prohibited.



XPLICO

Discount Rate versus Affiliation [Range and average]
What is the applied discount rate compared to the affiliation of the company ?

30,0%
25% 25%
25,0%
20%
20,0% 18%
14,4%
15,0% 13,0% 12,2% 13,1%
10,0%
10%
5.0% 8% 8% 8%
0,0% . . . )
All (100%) Pharmaceutical Company Biotech Company (77%) Research/Tech Transfer
(15%) (8%)
Discount Rate versus Funding [Range and average]
What is the applied discount rate compared to the funding of the company ?
30,0%
25% 25%
25,0%
20% 20%
20,0%
15%
13,7%
15,0% 13,0% g g 9
o 12,6% 11,8% 12,6%
10,0%
0,
8% 8% 8% 9% 8%
5,0%
0,0% T T T T 1
All (100%) Public (37%) Venture (19%) Venture & Private Privately (no
(10%) venture) (34%)
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Discount Rate versus Lead Project Stage [Range and average]
What is the applied discount rate compared to the development stage of the lead project ?

30,0%
25% 25%
25,0%
20% 20%
20,0%
15 o% _ 13,8% 1411% 130u
9,8%
10,0%
10%
5.0% 8% 8% 8% 8%
0,0% T T T T 1
All (100%) Before Phase| Phasel(10%) Phasell (35%) Phase lll (10%) After Phase lll
(24%) (15%)
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Reasons for the use of the applied discount rate
Why do you use this discount rate ?

Based on benchmarks for

0,
the industry 61%

Tailored for my case based
on trends and benchmarks

Tailored for my case based
on WACC calculation

Defined by company
guidelines

Other

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

In the NPV-valuation is included
What elements are included in the NPV-valuation ?

Cash flow to patent expiry /

7609
end of market exclusivity 6%

Cash flow after patent expiry /
end of market exclusivity

Cash flow for a fixed number of years

Terminal value

Cash flow for a fixed number of years and Terminal
value

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
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