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Value of New Cures Lost in Rhetoric
By Ted Piper, Director, Bravo Group
Given the hyperbole that often accompanies political debates
about the cost of prescription medicines and medical innovations,
it’s important to consider the facts in biomedical research so we
can hold realistic discussions about the future, regardless of who
wins the general election.
The many advancements biomedical research has made in the last 50 years have been
nothing less than astonishing. Unfortunately, this progress has been lost in the recent
frenzy surrounding Turing, Valeant and EpiPen pricing stories.
Two cases in point: AIDS and hepatitis C. Thanks to the contributions of the life sciences
industry, AIDS is no longer a death sentence but a manageable disease. In fact, a
20-year-old diagnosed with HIV can live another 53 years.
We now boast a 90 percent cure rate for patients treated for hepatitis C. Treatment time
has been cut from 48 weeks to as low as 12, and debilitating side effects have greatly
dissipated. Previous treatments weren’t guaranteed to work, leaving patients to face
expensive liver transplants.

Gregory C. Sarian
Cpwa® | Cima® | Cfp® | Chfc® | Cepa®
Managing Director & Partner

Guest Contributor

In 1964, only 34 percent of cancer patients were surviving five or more years beyond
their diagnoses. Today, that number has almost doubled to 66 percent. Access to
innovative therapies is the main reason.
Even with these lifesaving achievements in new medicines, spending on prescription
drugs has leveled off in recent years. Data released by the Centers for Medicare &
Medicaid Services project that spending on prescription therapies will grow an average
of 6.7 percent per year over the next decade. This projection is roughly in line with overall
health care cost growth and even accounts for the expected introduction of several firstin-class therapies.
Perhaps voters notice drug prices more today because they are paying higher out-ofpocket costs for drugs than for other health care services. According to IMS Health, 46
percent of commercial insurance plans had deductibles on prescription drugs in 2015,
double the 23 percent of plans in 2012.
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One government program that is a proven success is the
10-year-old Medicare Part D program, which provides
affordable prescription drug coverage to seniors and people
with disabilities. A highly competitive marketplace keeps costs
low for beneficiaries and taxpayers. As a result, patients are
healthier and living longer.
This successful program could change because both
presidential candidates want Medicare to be able to directly
negotiate lower prices with drug companies, purportedly to
save billions. Experts note that Part D uses private pharmacy
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benefit managers to negotiate prices with drug companies
for its 39 million enrollees, which is exactly what they do for
the 65 million to 85 million members who receive insurance
through private employers. It’s unlikely the government can
earn greater discounts for a smaller group of people.
While political campaigns and social media will continue to
latch on to the latest headlines, the real debate over the cost
and value of medical innovations will be waged against the
backdrop of saved lives and cost-effective solutions.

Corporate Pre-Transaction Planning
By Ed Sweeney, Managing Director, Pine Hill Group
Many private companies reach a point in their life cycle
where a corporate transaction, such as an initial public
offering or strategic sale, becomes an optional strategy.
Preparing for such a transaction, particularly an IPO,
requires significant planning and evaluation. From a
corporate accounting perspective, the IPO process includes
converting your company’s financial statements to be in
compliance with SEC Regulation S-X, preparing Form S-1
(Registration Statement), preparing interim financial data,
and reviewing recent significant acquisitions for disclosure
requirements. Many of these requirements are also
necessary or recommended for a strategic sale, especially
as more companies choose a ‘dual path’ – concurrently
preparing for an IPO or a strategic sale.
As a company embarks on the IPO process, it must prepare
all financial information required to be included in Form
S-1, including annual and interim S-X compliant historical
financial statements, summary and selected financial data,
pro forma financial statements, management’s discussion
and analysis and executive compensation disclosures,
as well as other financial data discussed throughout the
Registration Statement.
Often, the process of converting to S-X compliant financial
statements is long and complex, and can reveal unexpected
challenges. Some common issues that arise in the
conversion include:
•

Dealing with public company SEC requirements and
disclosures versus private company requirements

•

Preparing interim financial
statements and additional interim
data that may be required

•

Requirements for additional
audited financial statements
for ‘significant’ acquired companies prior to date of
acquisition

•

Tax, legal and financial reporting implications of
reorganizations before an IPO

•

Segments reporting

•

Earnings Per Share (need to describe what the issue is
with them?)

Additionally, if the Company has completed any significant
acquisitions in the three years prior to an offering, it may
be required to disclose separate financial statements for
the acquired business or businesses. The significance of
the acquisitions is determined using investment, asset,
and income tests. Once an acquisition is determined to
be significant - and depending on the level of significance
to the company - one to three years of audited financial
statements of the acquired business must be included in
the Registration Statement. Issues may arise if the acquired
business was not audited in the past, or does not have
sufficient historical records to be audited.
Whether an IPO or a strategic sale, the process of
preparing additional financial data and enhancing current
financial reporting can be lengthy and difficult. Allowing
sufficient preparation time for this process is important,
and commencement of this process as soon as it becomes
a consideration for the company is recommended.
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A Spotlight on Melior Discovery, Inc.
A conversation with Mr. Andrew Reaume, a leader in the pharmaceutical industry
Greg Sarian recently had the pleasure of having a
conversation with Mr. Andrew Reaume, President
and CEO of Melior Discovery, Inc. Founded in 2005,
Melior Discovery has pioneered a unique, optimized,
high throughput pharmacology platform that is able to
systematically identify novel indications for pre-clinical
and development stage drug candidates. Melior also
applies this expertise to the provision of a range of
essential pre-clinical and discovery services for clients
in the pharmaceutical and biopharmaceutical industries,
including pharmacokinetic evaluations, efficacy models and
bioanalytical testing.

Greg Sarian:
Tell me a little bit about Melior, you starting the company,
and where your main focus is today.

Andrew Reaume:
Our focus today, is in many regards, where it was when we
founded the company 11 years ago.
And by that I’m referring to the founding principle of the
company for drug repositioning—new uses for existing
drugs, but particularly existing drug candidates—
candidates that might have been discontinued in the clinic
at Phase 2, Phase 3 clinical development. If you can find
new uses for those, there’s obviously tremendous shortcutting, cost savings, time saving, things of that nature.

GS: When you think about drug repositioning, what are
the greatest opportunities for Melior right now? Is it on
repositioning existing drugs? New drugs coming out? What
do you think are some of the hurdles that you could be
facing in the next year?

AR: In terms of opportunities, one of the things at Melior
that we see is that there is greater acceptance of drug
repositioning strategies. I think one of the drivers for that is
the tremendous pressures, whether they are cost pressures,
or all the other risks that are otherwise associated with
drug discovery and development are continuing to
increase—so drug repositioning is a way to mitigate costs,
time, and risk especially.

GS: So is the ultimate benefit to patients to lower the cost
of drugs? More accessibility to drugs? And what do you

think the ultimate value that Melior
creates for the end user patient is?

AR: I think Melior certainly
provides a path, towards
maintaining a steady cycle for
bringing new, innovative therapies
to market in a cost-effective way; all checkmarks on
Melior’s strategy for drug repositioning.
But I think the one thing I’d want to really focus on and is
especially true for the way that Melior goes about finding
new uses for existing drugs, is innovative therapies.
Some of the new therapies we hear being approved today,
that are getting FDA approval, are one form or another for
a sort of a “me too strategy.” They may be a combination
of two things that already existed, or just combining things
in a new formulation, which could be of different dosage
form, things of this nature; just a different form of medicine
of the same class. So it does not have a lot of distinct
characteristics to things that are already approved.
The form of repositioning we’re doing, I think is particularly
poised towards uncovering truly differentiated, truly
innovative, new types of therapies. So that’s the one I would
probably highlight.

GS: When you look out the next two, three years, what do
you see as the future for Melior? What would you like to
primarily accomplish over the next two or three years?

AR: Well what we want to accomplish and in that time
frame, is a fairly straightforward answer—we have a couple
of clinical programs, one in diabetes that is pretty far along
in Phase 2B studies and the other that is starting in clinical
development in Parkinson’s disease.
So, all our hopes and prayers and anxieties, for that matter,
are in those programs. So that’s a primary focus for us in
terms of where we’re looking for success.
But otherwise what I would say, in a more, general sense,
is - seeing a greater acceptance and a greater awareness
of not just drug repositioning as a whole, but Melior’s
particular way of uncovering new uses for existing drug
candidates, that is referred to as phenotypic screening.
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And so with those two combined trends - the greater
awareness of repositioning and greater awareness of
Melior’s form of doing it - we see greater opportunity in the
future –within in the next two, three, five years and beyond
of more partnering opportunity with companies that we
engage with on our capabilities.

GS: You’ve purposely chosen to maintain and grow Melior
in the Philadelphia area. What are the primary benefits and
advantages to having made that decision?
AR: I think the thing that is so special about Philadelphia
and what differentiates it from really anywhere else in the
country for that matter, is the combination of the talent and
lower operating costs than other areas.
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of anywhere in the world. And, by that I mean about a 100mile radius of Philadelphia.
So what comes with that is a real embedded talent that
we have in the area. But at the same time, for whatever
reasons that drive cost of living, Philadelphia has never
really suffered from the high cost of living that you see in
the Bay Area, Boston, New York or some other areas.
So from the perspective of running a small business,
thinking about all the issues that are related with operating
logistics and operating costs, Philadelphia provides an
opportunity to bring in world-class talent and still maintain
very down-to-earth operating costs. That’s what’s special
about Philly.

Going back just a few years, maybe ten years ago, the
number of multi-national pharmaceutical companies that
had headquarters in the Philadelphia region was the highest

The Pre-Transaction Planning Prescription: Family Gifting Strategies to
Consider Before a Transaction
By Greg Sarian, Managing Director & Partner, The Sarian Group at HighTower
Keeping more of what you have built is the driving theme
behind our team’s Pre-Transaction Wealth Optimization
Process. Many entrepreneurs and executives focus so
diligently on growing the company towards a transaction
that they simply lack the time and resources to thoughtfully
consider the myriad of issues and planning strategies they
should consider to increase your proceeds from a sale,
merger, or acquisition. Tax efficiently monetizing equity
participation is a primary goal for many founders and
company executives. The following strategy may be worth
consideration.
There is a multitude of founders and senior executives
of life science companies who are in the “sandwich”
generation. They are providing financial assistance to aging
parents, loved ones, and adult children. While the easiest
and most apparent solution is to simply write a check, there
is a more tax efficient way to accomplish this goal. Let’s
first understand the current rules around gifting.
In 2016, an individual can give any single recipient $14,000
per year free from gift or income taxes. A married couple
can give $28,000 by utilizing gift splitting. A married

couple could give up to $84,000 in 2016 to two children
and a dependent relative with no gift tax implications. If
you are an executive of a company with a concentrated
position in stock or are anticipating an event that would
drive up the price of the stock, that may be the very
best asset to give, instead of cash. When you give stock,
you give away your cost basis to the recipient. Gifting
appreciated assets to adult children and loved ones who
then sell the shares for liquidity may serve to reduce the
capital gains taxes due. Recipients of the appreciated
shares who are in the two lowest income brackets 10% and
15% are subject to 0% capital gain rates in 2016. If you are
in a 35% income tax bracket or higher, your capital gain
rate may be as much as 23.8%. This strategy allows you to
help the ones you love and reduce your tax burden at the
same time. Please feel welcome to call or email with any
questions.
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The Sarian Group Index*
The Sarian Group Index started in January 2013 to track regionally located HealthCare oriented businesses whose stock is
traded above $1 a share against the S&P 500 and the NASDAQ Biotechnology index. It is an equally weighted index of publicly
traded life sciences companies headquartered in PA, NJ and DE and is rebalanced monthly. Below is a look at the performance
pattern since December 2013 along with a list of the companies that are currently included. Also listed are the Top Ten
Companies who have had the largest gains and losses YTD within the index.

Portfolio Holdings
Aclaris Therapeutics Inc.

Eagle Pharmaceuticals Inc.

Lannett Co Inc.

Safeguard Scientifics Inc.

Adaptimmune Therapeutics PLC

Echo Therapeutics Inc.

Medgenics Inc.

Spark Therapeutics Inc.

Alcobra Ltd.

Egalet Corp.

The Medicines Co.

TetraLogic Pharmaceuticals Corp

Advaxis Inc.

Endo International PLC

Merck & Co Inc.

Trevena Inc.

Aerie Pharmaceuticals Inc.

Enzon Pharmaceuticals Inc.

Mylan NV

Vitae Pharmaceuticals Inc.

Agile Therapeutics Inc.

Fibrocell Science Inc.

Onconova Therapeutics Inc.

Akers Biosciences Inc.

GlaxoSmithKline PLC

Ophthotech Corp.

Alliqua BioMedical Inc.

Globus Medical Inc.

Pacira Pharmaceuticals Inc.

Amicus Therapeutics Inc.

Immunomedics Inc.

PhotoMedex Inc.

Cancer Genetics Inc.

Incyte Corp.

ProPhase Labs Inc.

Celgene Corp.

Inovio Pharmaceuticals Inc.

PTC Therapeutics Inc.

Cyclacel Pharmaceuticals Inc.

Insmed Inc.

Tobira Therapeutics Inc.

Windtree Therapeutics Inc.

Johnson & Johnson

Recro Pharma Inc.

Top Ten Gainers — YTD 09/30/2016
Regado Biosciences Inc

295.42 %
177.6 %

Akers Biosciences Inc

Top Ten Decliners — YTD 09/30/2016
TetraLogic Pharmaceuticals Corporation

-90.9 %

Fibrocell Science Inc

-84.18 %
-73.24 %

Aerie Pharmaceuticals Inc

54.99 %

Echo Therapeutics Inc

Inovio Pharmaceuticals Inc

38.69 %

Onconova Therapeutics Inc

Spark Therapeutics Inc

32.55 %

Endo International PLC

-67.09 %

ProPhase Labs Inc

31.33 %

Alliqua Inc

-62.62 %

Merck & Co Inc

21.02 %

Alcobra Ltd

-60.67 %

Johnson & Johnson

17.43 %

PTC Therapeutics Inc

-56.76 %

Vitae Pharmaceuticals Inc

15.58 %

Pacira Pharmaceuticals Inc

-55.44 %

SG BioTech Index

13.74 %

Cancer Genetics Inc

-46.97 %

-72.3 %

*Information provided by the Markov Processes International LLC (MPI)
The Sarian Group is a group of investment professionals registered with HighTower Securities, LLC, member FINRA, MSRB and SIPC, and with HighTower Advisors, LLC, a registered
investment advisor with the SEC. Securities are offered through HighTower Securities, LLC; advisory services are offered through HighTower Advisors, LLC.
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Philly Fundings
September 14
Vitae Pharmaceuticals, a Montgomery County-based clinical stage
biotechnology company has entered into a definitive agreement
with global pharmaceutical company Allergan, for $639 million.
Under the terms of the deal, which has received the approval of
both companies’ boards of directors, Allergan agreed to pay Vitae
stockholders $21 a share. Allergan, based in Dublin, Ireland, said
the deal will strengthen its dermatology product pipeline, with the
addition of Vitae’s new drug candidate targeting psoriasis and other
autoimmune disorders. The experimental therapy is in mid-stage
clinical testing. Vitae is also developing a new treatment for atopic
dermatitis.

August 19
Recro Pharma Inc., a specialty pharmaceutical company based in
Malvern, focused on products for hospitals and ambulatory care
settings that is currently developing non-opioid products for the

treatment of acute pain, closed its $15 million public stock offering.
The company sold just under two million shares of common
stock to the public for $7.50 per share. Racro Pharma, led by CEO
Gerri Henwood, plans to use the proceeds from the stock sale
to the advance the development of its lead new drug candidate,
Meloxicam, which is in late-stage clinical testing as a potential
treatment for postoperative pain.

July 30
Flower Orthopedics Corp., a medical device company based in
Horsham, raised $2.3 million in a private stock sale, according to
documents filed with the Securities and Exchange Commission.
Flower Orthopedic develops and markets “ready to use” kits, called
FlowerCubes that contains all of the implants and instruments
required by surgeons in bone fixation procedures. All products are
sterile-packaged and single-use, eliminating the need for preoperative, on-site sterilization.

Save The Date | Peer To Peer Breakfast
Sponsored by The Life Science Executive Network at The Sarian Group at Hightower
Date & Time: Friday November 11, 2016 | Breakfast will be served at 7:45 a.m.
Location: Crowne Plaza Philadelphia—King of Prussia | 206 Mall Blvd, King of Prussia, PA 19406
Topic: Rare Disease: What are the Keys to Sustainable Progress?

The Sarian Group is a group of investment professionals registered with HighTower Securities, LLC, member FINRA, MSRB and SIPC, and with HighTower Advisors, LLC, a registered
investment advisor with the SEC. Securities are offered through HighTower Securities, LLC; advisory services are offered through HighTower Advisors, LLC.
This is not an offer to buy or sell securities. No investment process is free of risk, and there is no guarantee that the investment process or the investment opportunities referenced herein
will be profitable. Past performance is not indicative of current or future performance and is not a guarantee. The investment opportunities referenced herein may not be suitable for all
investors.
All data and information referenced herein are from sources believed to be reliable. Any opinions, news, research, analyses, prices, or other information contained in this research is
provided as general market commentary, it does not constitute investment advice. The Sarian Group and HighTower shall not in any way be liable for claims, and make no expressed or
implied representations or warranties as to the accuracy or completeness of the data and other information, or for statements or errors contained in or omissions from the obtained data
and information referenced herein. The data and information are provided as of the date referenced. Such data and information are subject to change without notice.
This document was created for informational purposes only; the opinions expressed are solely those of Ted Piper, Ed Sweeney, Andrew Reaume, Greg Sarian, and The Sarian Group and
do not represent those of HighTower Advisors, LLC, or any of its affiliates.

