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We’ve all heard the same question when it comes to prescription drug
prices under Medicare Part D: Why can’t the government negotiate
prices?
The funny thing is that prices are negotiated — just not by the government.
Medicare Part D allows private insurers to bargain with pharmaceutical companies for
discounts and rebates so that enrollees can enjoy the lower prices through a third party
called pharmacy benefit managers. And it’s been successful, netting discounts of 30
percent to 50 percent of list prices. These large purchasers represent from 60 million to
120 million covered lives through Medicare Part D and private insurers. Bringing those
hefty numbers to the table is what gives them the leverage to negotiate such large
rebates and discounts.
The law establishing Part D prevents the government from interfering in these
successful private price negotiations. The current rhetoric on Capitol Hill says that
repealing this so-called “non-interference clause” would open the door for significantly
improved discounts over current prices.
The problem with that rhetoric is that no information backs up the claim.
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In fact, the nonpartisan Congressional Budget Office has said that even if Congress
authorized the government to negotiate, it would be unable to realize better prices for
the substantial range of drugs covered under Part D. Furthermore, the CBO found the
only way for government negotiators to gain greater discounts would be to refuse to
cover medications or to limit access to certain medications.
So, essentially, the government would save money by denying Medicare recipients
access to life-saving medications. We know the government would take that route; it
already does with our veterans. While Part D plans cover 191 of the top 200 most-used
drugs, the U.S. Veterans Affairs Department covers only 163 of them. That means
the men and women who served our country don’t have access to some of the most
current drug treatments.
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Medicare Part D has a proven track record of making a broad
array of critical medications available to our senior citizens
and people with disabilities at discounted prices, and about
90 percent of its beneficiaries report satisfaction with the
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program. With all of the chaos and uncertainty surrounding
health care coverage in the country today, it seems ludicrous
to impose what ultimately will be government restrictions on
prescription drug coverage and availability.

Emerging Trends to Improve Productivity in Drug Development
By Jeffrey J. DiFrancesco, Founder and Executive Director,
Avancer Group Inc. (www.AvancerGroup.com), and Adjunct
Associate Professor of Pharmaceutical and Healthcare
Business, Mayes College of Healthcare Business and Policy,
University of the Sciences (www.USciences.edu)

becoming intrinsically multifaceted (e.g., comorbidity, hyper/
polypharmacy) requiring more extensive multi-drug interaction
or longer-term exposure studies. Beyond these increasing
regulatory and safety demands, manufacturers are facing
greater examination to achieve successful market access.
Payers and healthcare providers are becoming more binary
in their formulary decisions, and they are expecting to see
earlier evidence of health outcome
measures as compared to the then
future standard of care.

Pharmaceutical manufacturers, faced with greater pressure
on rationalizing their portfolios,
have placed greater emphasis
on investigating the root causes
of research and development
attrition, especially in the later
Right
stages of development (e.g., Phase
Commercial
2b and Phase 3). With the growing
Potential
insight of the causes of failure,
there has been a concerted effort
to link and develop predictable
indicators to identify attrition
Right
risks earlier, and incorporating
Patients
these insights into the selection
of drug candidates and follow-on
Right
developmental strategies.
Safety

With such an environment
and need, pharmaceutical
Right
target
manufacturers including
Merck & Co.3, Pfizer4, and
AstraZeneca5are increasingly
integrating translational medicine
to understand these root
causes of failure and create new
frameworks of drug discovery and
development. These frameworks
include more precise and
comprehensive target product
The average time to research
profiles for the selection of drug
and develop a drug is 10 to 15
candidates, and the linking of their
years, and the percentage of drug
clinical development strategy
candidates receiving a U.S. FDA
AstraZeneca’s “5R Framework”
and plans. These frameworks,
approval (Letter of Authorization)
are evolving to include defining,
from Phase I (for all diseases and all modalities) is 9.6 percent.1
validating and linking “target understanding, dose setting (i.e.,
When amortizing the cost of this attrition, the cost of a new
therapeutic index), and patient subpopulation selection with
drug reaches $2.6 billion. 2 Additionally, while these high
more robust and relevant early human-based evidence, and
failure rates have persisted, the direct cost of research and
increase use of biomarkers and simulations.” 6
development has continued to grow, further attenuating drug
productivity.
In an industry where success is measured in years and
decades, it is still early to see how effective integrating
Traditionally, attrition is driven by the inability to show
the new translational medicine frameworks will be. These
efficacy, safety, or commercial viability for a clinical indication.
new structures will take time to implement and evolve.
However, in recent years these measures are being further
Beyond the translational science, effective implementation
compounded by an increasingly precise target patient
will be dependent on the cultures, strategies, systems,
population, and the need for more validated biomarkers and
and collaborations of each pharmaceutical manufacturer.
companion diagnostics. Moreover, patient populations are
They will be challenged by how to translate these new
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frameworks organizationally in what is a multifaceted and
dynamic environment. Over they years, Avancer Group™ has
advised life science organizations to achieve unprecedented
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breakthroughs and sustainable performance when faced with
such opportunities.

A Spotlight on Trovita Health Science
A conversation with Will Brown, CEO of Trovita Health Science
(#25 on the Philadelphia Business Journal Top Life Sciences
Companies), a leader in the life sciences industry
Greg Sarian recently had the pleasure of having a conversation
with Mr. Will Brown, CEO & Co-Founder of Trovita Health
Science
Trovita Health Science is an emerging specialty nutrition
company, dedicated to developing and commercializing
products that address unmet needs in clinical nutrition. Trovita
is recognized for innovation in the adult nutrition category, and
was named a Division Winner in the 2014 Minnesota Cup. Our
flagship brand ENU Complete Nutrition Shakes is the highest
quality nutrition shake available to support clinical nutrition
needs for people battling chronic illness and unwanted weight
loss. Trovita is currently developing a new innovation in enteral
nutrition (tube feeding) called Ultrient that is expected to
launch in early 2017, and will simplify the administration of tube
feeding formulas in the home healthcare setting.
Greg Sarian: How did you start Trovita and what are your main
goals for the company going forward?
Will Brown: My co-founders and I started the company in
2011. We all worked together at an oncology-focused biotech
company called MGI Pharma back in the early 2000s and we
spent a considerable amount of time focusing on the cancer
patients and their continuum of care. Our company had drugs
ranging from supportive care drugs like Aloxi to prevent
nausea and vomiting all the way through therapeutic drugs for
hematologic malignancies, such as MDS, which is a condition
similar to leukemia.
As a result of this market experience, we really saw the
struggles that cancer patients face every day. MGI Pharma
ended up being acquired by Eisai in 2008 and this guy that I
ended up starting Trovita with, we all went our separate ways
and then came back together in 2011, with this mindset that we
wanted to do something that would benefit people with cancer.
We landed on the idea to do something about the fact that
one-third of all cancer patients don’t die from the underlying
tumors -- they actually die from a wasting condition called

cachexia – which is a downward spiral
of weight loss and loss of muscle mass
that ultimately leads to organ failure, and
patient mortality.
The process gets started because of
malnutrition and associated anorexia
and then when you introduce chemo the
patients get nauseated and they don’t
want to eat. Our goal was to intervene in that process as early
in the treatment as possible with a better quality of nutrition
support than what was on the market at that time.
We evaluated the space and asked, what is it about the current
products that is causing physicians to not address the totality
of patient needs? And we heard time and time again that the
products that are out there just aren’t good for people. They’re
loaded with sugar.
The cancer patient typically will buy Ensure or Boost and then
it just sits on the shelf because it’s so sweet that they can’t
take it. And cancer patients have really sensitive taste buds as
a result of chemotherapies altering their ability to taste, and it
makes things that are too sweet really taste bad to them.
So we decided that we were going to develop a product line
that would be better, not only providing ingredients from real
foods, but also with a lower sweetness profile and lower total
sugar content. And that was our premise for getting started.
But we immediately discovered that the nutrition deficiencies
were far-ranging beyond cancer.
Malnutrition affects people with cystic fibrosis, pulmonology
patients, cardiac patients, and the elderly. And so, there are
millions of people that have needs for better nutrition products
and so we started to peel the onion back a little bit and realized
that the things that we were doing were going to impact a
wider audience than what we’d initially envisioned.
And just to kind of hone in on the cystic fibrosis patient for one
second, we have started to get a lot of usage in that patient
population and it turns out that CF patients are now living
longer than they ever have because of improved therapies. CF
patients require 4,000 or more calories a day just to maintain
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weight, which is a complication of the disease process.
The CF patient can waste very easily and they just can’t get
enough actual food to meet their needs. Historically they’ve
been using Ensure or Boost and now that they’re living longer,
there is a trend of CF patients developing Type 2 Diabetes
in their late 20s and early 30s. The healthcare professionals
we have spoken to are attributing that co-morbidity to the
high-sugar nutrition supplements. It’s really opened up a new
marketplace for us, but it really keyed us into the fact that
improving nutrition support is becoming more important than
ever.
Our vision is to provide the highest quality medical food
products available to give people the strength that they need to
battle their underlying condition.
GS:How does the company ultimately help the end user? You
mentioned all the nutritional benefits, Will. Is there anything
beyond the lower sugar, sort of higher nutrition content drink
that the company’s actually helping the end patient with?
WB: Ultimately, we will directly impact patient malnutrition.
Believe it or not, malnutrition in and of itself is an
underrecognized epidemic in the medical field because doctors
are so focused on treating the actual disease that they often
forget the unintended consequences of not taking a holistic
view of the patient and what will give them the best chance to
respond to treatments.
And the case-in-point here is the tube-feeding patient. We
performed a quantitative study in preparation for getting our
medical device approved. We evaluated 250 tube-feeding
patients and their caregivers and we uncovered a data point
that was shocking to us and actually it has proven to be
shocking to the healthcare professionals that we’ve talked to
about it as well.
75% of tube-feeding patients do not achieve their daily caloric
needs, which is unbelievable to me because that can lead to
severe malnutrition. Any patient on a feeding is already at-risk,
and a lack of properly functioning equipment or low quality
nutrition formulas that people do not tolerate are leading
suboptimal patient care. So we’re helping the patient overcome
the risk of malnutrition in two ways -- one is with an equipment
improvement, because our new device will take a feeding
process from about 45 minutes and 60 steps, down to less
than 5 minutes in 6 steps.
So, it’s about a 90% improvement in ease-in-use and so that
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will eliminate the equipment problems that people are having.
In addition, our system is a fully closed system, so there is a
reduced likelihood of contamination and foodborne illness.
The second way that we’re combatting malnutrition is by
developing nutrition formulas and medical foods that patients
can tolerate. Tolerability is directly linked to the lower sugar
content, and we noticed that patients that are on our formulas
have a far better GI tolerability. We have seen so much
improvement that we are actually now doing a clinical trial
in Crohn’s disease to see if our products will actually resolve
Crohn’s symptoms through an exclusionary diet.
GS: What does the future look like, Will? What are your main
goals for the next year?
WB: Our first and foremost goal is to get the tube-feeding
device launched in December of this year, but from a financial
perspective, we really need to do everything we can to become
profitable. We’re currently turning over about $1.2 million in
revenues just from our ready to drink product line, so we need
to hit our next financial milestone to start providing a return for
shareholders. Looking to the future, with every 1,000 tubefeeding patients we can get onto our tube feeding device and
formulas it will mean $10 million in incremental revenue for our
company. I think we can quickly get to profitability, but beyond
that we’ve got to be able to transform ourselves by hiring the
right team to execute on the strategic plan.
GS:You mentioned growth challenges of any growing company
increasing your enterprise value while maintaining your client,
or in your case patient focus. What are some other challenges,
Will, besides growing efficiently and effectively? What are
other challenges you see for Trovita in near term?
WB: What we’ve really struggled with in our six years is raising
capital. I say that from the perspective of raising capital from
outside our close-knit shareholder base. We’ve received
Medicare reimbursement codes for the feeding device and the
formulas that go in the device. We’re generating over a million
a year in sales and we still haven’t raised a Series A round. We
believe that we have a very compelling story for investors, but
the capital raising environment has been difficult to navigate.
I’ve pitched our company story over 300 times in the past
three years and we have brought in five million in investment,
but it’s been only through our very close-knit shareholder base.
We have not been able to gain the attention of a venture capital
fund, a family office or a private equity firm, but we do need
expansion capital. We are certainly getting the full experience
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of the start-up roller coaster. But we have learned to be
resilient, and we know that what we are bringing to the market
will revolutionize patient care for tube feeding. So that is what
motivates us.
GS: Will, you made a decision to move the company from
Minneapolis to the Greater Philadelphia area. What were the
drivers behind that decision and what have you found to be
helpful in the years that you have been here thus far?
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winning the inaugural food innovation award, and then after
that competition we went on to get zero dollars of investment
from any Minnesota-based investors. All of our major investors
ended up being from Pennsylvania, and our lead investor is
located just north of Allentown. His wife had ALS about ten
years ago and his experiences with her having ALS led directly
to our tube-feeding medical device innovation. He came up
with the initial concept of the feeding system. So he has added
more value to our company than just financial capital.

WB: Taking a snapshot in time back six years ago -- we
originally located the company in Minneapolis to become a
part of the local medical device and food company economic
ecosystem. Minneapolis is the home of Boston Scientific,
General Mills and Cargill, and we incorrectly assumed we
would be accepted as part of that” business culture,” for lack of
a better term.

Because we were working so closely with him, we made a
decision in 2016 that we would move Trovita to Philadelphia.
It just made practical sense and the move here has been good
for us. The life science community in Philadelphia is incredibly
strong, and the move has offered us much greater proximity to
new sources of capital and potential strategic partnerships.

Our early success was recognized in Minnesota. We won
a business competition sponsored by the University of
Minnesota in 2014 called the Minnesota Cup. We ended up

Ultimately, I think the move to Philadelphia will allow us to
complete our Series A expansion round by this fall, and frankly
I’m looking forward to calling Philly my personal home for a
long time to come.

The Planning Prescription: Pre-Transaction Planning Considerations Before a Transaction
By Greg Sarian CPWA®, CIMA®, CFP®, ChFC®, CEPA®
Many leaders of early to mid-stage life sciences companies
who are driving their companies toward a transaction focus
on the company outcome more than their own personal
outcomes. Efforts to enhance enterprise value and the myriad
of issues that surface when negotiating a transaction can be
all consuming, however a small amount of planning in advance
of an event can mean keep more of the equity you have built
for your family. The following is a Pre-Transaction Planning
Checklist of key issues to address months before a transaction
occurs.
Your personal, financial, and business goals are aligned and
have been reviewed in consideration of multiple outcomes with
your company.
You have considered various outcomes and their implications
for your financial independence as well as what you need to
derive from the transaction to be selective about your next
venture.
You have considered the implications to your liability
management regarding paying down or paying off debt.
You have assessed the nature of your equity with a qualified

CPA and taken advantage of tax considerations to minimize the
tax burden of the future transaction.
You have reviewed your current wealth transfer plan factoring
in your equity ownership for tax efficient transfer to your loved
ones.
You understand the risk management tools such as life and
disability income protection and how your needs for amounts
and types of coverage differ before and after the transaction.
You have assembled a team of advisors including a CPA, M&A
investment banker, Certified Financial Planner / exit planning
advisor, estate attorney, and insurance advisor.
You have completed a business valuation of your company and
what your equity component is worth.
You have completed a contingency plan including key person
protection, buy-sell instructions in the event that something
outside of your control occurs.
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The Sarian Group Biotech 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.

Investment Growth
Time Period: 12/29/2013 to 6/30/2017
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SG Biotech Index - Portfolio Holdings
Portfolio Date: 6/30/2017
TetraLogic Pharmaceuticals Corp
Trevena Inc
Aclaris Therapeutics Inc
Adaptimmune Therapeutics PLC ADR
Advaxis Inc
Aerie Pharmaceuticals Inc
Aevi Genomic Medicine Inc
Agile Therapeutics Inc
Akers Biosciences Inc
Alcobra Ltd
Alliqua BioMedical Inc
Amicus Therapeutics Inc
Cancer Genetics Inc
Celgene Corp
Cyclacel Pharmaceuticals Inc
Eagle Pharmaceuticals Inc
Echo Therapeutics Inc
Egalet Corp
Endo International PLC
Enzon Pharmaceuticals Inc
Fibrocell Science Inc
GlaxoSmithKline PLC ADR
Globus Medical Inc Class A
Immunomedics Inc
Incyte Corp
Inovio Pharmaceuticals Inc
Insmed Inc
Johnson & Johnson
Lannett Co Inc
Merck & Co Inc
Mylan NV
Onconova Therapeutics Inc
Ophthotech Corp
Pacira Pharmaceuticals Inc
PhotoMedex Inc
ProPhase Labs Inc
PTC Therapeutics Inc
Recro Pharma Inc
Safeguard Scientifics Inc
Spark Therapeutics Inc
The Medicines Co
Windtree Therapeutics Inc

Leading Contributors - YTD

Leading Detractors - YTD

Time Period: 1/1/2017 to 6/30/2017
Cancer Genetics Inc
Immunomedics Inc
Fibrocell Science Inc
Amicus Therapeutics Inc
PTC Therapeutics Inc
Pacira Pharmaceuticals Inc
Aerie Pharmaceuticals Inc
Globus Medical Inc Class A
Insmed Inc
Incyte Corp

%
2.4
2.4
2.4
2.4
2.4
2.4
2.4
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2.4
2.4
2.4
2.4
2.4
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2.4
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2.4
2.4
2.4
2.4
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2.4
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2.4
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Time Period: 1/1/2017 to 6/30/2017
Return
192.59
140.60
112.17
102.62
68.01
47.68
38.84
33.62
29.71
25.57

Aevi Genomic Medicine Inc
Windtree Therapeutics Inc
Echo Therapeutics Inc
Egalet Corp
Trevena Inc
TetraLogic Pharmaceuticals Corp
Ophthotech Corp
Alcobra Ltd
PhotoMedex Inc
Alliqua BioMedical Inc

* Information provided by Morningstar Direct
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.

Return
-74.32
-74.01
-69.12
-69.02
-60.88
-55.10
-47.00
-46.67
-46.36
-37.29
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Philly Fundings
July 5

July 6

Recro Pharma Inc. has acquired a group of neuromuscular
blocking agents from Cornell University, which will strengthen
its portfolio of experimental non-opioid pain treatment
products. Under the terms of the deal, Malvern-based
Recro (NASDAQ: REPH) will pay Cornell a $350,000 initial
upfront fee. Cornell will also be entitled to receive additional
milestone payments totaling up to million $8 for each acquired
candidate if its achieves certain U.S. and European Union
regulatory approvals and commercial milestones. According to
documents filed with the Securities and Exchange Commission,
the potential milestone payments consists of up to $5 million
each for the two blocking agents if they receive Food and Drug
Administration approval, and up to $3 million each if the agents
receive approval in Europe.

Investment activity picked up during the second quarter for
area life sciences companies as drug developers and medical
device manufacturers reeled in more than $77 million from
private investors.
A dozen area companies involved in everything from
immunotherapies to disposable pregnancy tests raised funds
ranging from just under $1 million to nearly $20 million.
July 7
Madrigal Pharmaceuticals raised $35 million in a private stock
sale, which represents one of the largest equity financing deals
in the life sciences sector this year. The financing was disclosed
in documents the West Conshohocken company filed with
the Securities and Exchange Commission this week. Madrigal
is led by the husband and wife team of Dr. Paul Friedman, the
former CEO of Wilmington-based biotech company Incyte
Corp., and Dr. Rebecca Taub, Madrigal’s founder and chief
medical officer. Taub discovered the company’s lead new drug
candidate — a treatment for a liver disease that afflicts more
than 15 million people in the United States – while heading a
team of researchers at Roche. Madrigal licensed the treatment
from Roche after the company decided to no longer focus on
the metabolic disease.

The Sarian Group is pleased to announce their first ever
ranking on the Financial Times’ 2017 List of Top 300 Registered
Investment Adviser firms in the US! The Sarian Group is
thankful for the continual support from the families they serve
and deeply value the relationships they have built.
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