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POWERING UP THE PITCH
by Regina M Maxwell, MLIS, Maxwell Research Services LLC
With the risk level and potential time gap between an initial investment in earlystage biotechs and a financial return, investors have become increasingly choosy
about the start-ups they’re willing to fund. They have stringent criteria for “qualified
beneficiaries,” and expect start-ups to have:
• an all-star management team
• an appropriate valuation for the company
• a realistic understanding of the risk involved
• a well-conceived and fully-developed business plan, including:
• a comprehensive characterization of the competition
• a justifiable list of potential acquirers (a.k.a. – an exit strategy)

GREGORY C. SARIAN
CPWA® | CIMA® | CFP® | CHFC®

Managing Director & Partner

GUEST CONTRIBUTOR

While the first three elements are critical to the success of start-ups in any industry,
the need to analyze the competitive landscape, and to create a fully-developed exit
plan are particularly relevant to biotech start-ups.
Investors expect to know what competition a product will face to better assess their
risk. Thus, start-ups need to define the strengths and unmet needs of all competitor
products (both in-line and developmental) vis-a-vis the (better) solution that a startup’s product provides.
Identifying the competition can sometimes be a daunting task, depending on a
product’s disease area(s), formulation(s), and/or technology. A single compound
could be a candidate for multiple disease areas. A novel formulation or unique
technology could be transferable across various types of drugs and/or disease areas.
And the competition spans products currently on the market, as well as those racing
toward approval.
Depending on when a start-up’s product is expected to hit the market, this picture
can change dramatically with competitors’ successes, failures, delays, patent
extensions, etc. Thus, monitoring the competitive landscape must be considered a
constant work in progress.

REGINA M MAXWELL, MLIS
Principal

Investors also expect start-ups to have fully developed their exit strategy, with a list
of potential acquirers; indeed, they want to see evidence that these companies are
strongly interested in a product.
Potential acquirers can run the gamut from small to mid-size companies with an
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POWERING UP THE PITCH (CONTINUED)
intent to grow in a specific therapy or disease area, to big pharmas
with a long tradition in a particular space. However, companies
reassess their portfolio strategies every year, so it’s critical to
conduct due diligence on which companies truly intend to
grow in the right areas for a new product to fit now, and for the
foreseeable future.
It is important to know what strategy signals to detect from
potential acquirers and where to find information that is accurate,
timely and comprehensive, in order to give investors confidence
to award a start-up the capital it needs.

If you are a biotech start-up, power up your pitch with research
that commands the attention and the respect of those investors
and you will have the partners you need to take your biotech from
start-up to corporation.
Regina Maxwell is Principal of Maxwell Research Services,
a full-service research firm specializing in research for startups, and small to mid-size biotech firms. You can reach her at
rmmaxwell19@gmail.com or through the company website at
http://www.maxwellresearchservices.com.

GOT PATENTS?
PRACTICAL CONSIDERATIONS FOR BIOTECH START-UPS
by Robert T. Hrubiec, PhD, JD, INNOVENTIV IP
An early to mid-stage biotech company’s patents are often its
most valuable asset. The value of these patents determines
whether the company will be able to attract investors, acquirers
and strategic partners and is key to its survival and long-term
business success. In order to ensure a strong and robust patent
portfolio, upper management of early and mid-stage biotech
start-ups should ask themselves the following basic patent
questions and then evaluate and address any issues with the aid
of an appropriately experienced patent counsel.
Do We Have Any Major Patent issues?
At a minimum, biotech start-ups should conduct a “Patent
Check-Up” early in their lifecycle to identify any major patent
issues that may exist. A patent check-up can determine the
strengths and weaknesses of key patents, identify ownership
and validity issues, confirm product protection and help mitigate
against surprise issues surfacing during due diligence undertaken
by potential investors, acquirers or development partners. One
relatively inexpensive way to do this is to conduct a high-level
review and evaluation of the company’s key patents. If a patent
issue does exists, an informed decision can then be made on
whether or not to fix the defect, or to put a plan in place to deal
with the issue.
Are We Managing Our Patents Effectively And Efficiently?
Early stage biotech start-ups will often engage internal technical
personnel to manage their patent portfolio by interfacing with
outside patent counsel. Typically, the person responsible for this
task relies solely on outside patent counsel for advice and outside
counsel relies on the internal personnel to inform them about
important patent needs. As a result, the patent portfolio is neither
effectively nor efficiently managed, new inventions are not
identified, opportunities are missed and maximum patent value
is compromised. One solution is to bridge the gap between
the company and its outside patent counsel by engaging an
appropriately experienced patent professional who can oversee

and better manage the patent portfolio by effectively advising
and communicating with both the company and its outside
counsel.
How Can Patent Costs Be Reduced?
Patent costs can be significant and no company has an unlimited
patent budget. As with any asset, it is important to prioritize and
expend resources only on those patent assets that are likely to
provide the greatest return on investment. In addition, having
someone oversee and closely manage the patent filing and
prosecution process with an eye toward lowering costs without
sacrificing value can also reduce the overall patent spend.
Is Our Patent Portfolio Ready For Licensing, Acquisition And
Investment Due Diligence?
Every corporate investment, acquisition and licensing transaction
is preceded with some degree of legal due diligence, the results
of which can materially affect the terms of the deal or even
whether the deal will close at all. Problems can be avoided if
steps are taken early to be prepared. At a minimum, patents
should be organized, reviewed and evaluated for ownership
issues and the scope and validity of patent claims confirmed.
In addition, patent related agreements should be evaluated to
determine the rights and obligations of the company. Getting
your patent due diligence house in order now will save your
company time, money and potential headache down the road.
Conclusion
Many biotech start-ups recognize the real value of their patent
estates and the need to properly protect and manage these
valuable assets to maximize value and attract investors, acquirers
and strategic partners. Asking the right patent questions and
utilizing a patent professional experienced in patent management
is essential for biotech start-ups to create and maintain a robust
and valuable patent portfolio.
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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 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
December 31, 2014
December 31, 2014
is the Top Ten Companies who have had the largest gains and losses YTD within the index.
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Past performance does not guarantee or indicate future results. Analytics are presented for informational purposes only and do not constitute an offer or recommendation to buy or sell securities or to engage an

investment manager. Mutual fund results do not reflect the deduction of sales loads. Market Indices included are a general source of information and may not be the designated benchmark to evaluate an investment's performance.
© 2015 Markov Processes International LLC. All Rights Reserved. Neither MPI nor its content providers are responsible for any damages or losses arising from any use of this information.
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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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FROM THE LEADERSHIP LENS
MAPPING THE TRAIL: FROM INVENTOR/FOUNDER TO
SUCCESFUL ENTREPRENEUR
by David Zuzga, Founder & CEO, BioDetego LLC
Efforts to commercialize University technologies have
strengthened regionally with initiatives such as UPenn’s Upstart
program, the University City Science Center’s QED program,
and the new Accelerator Zone at Thomas Jefferson. As
institutions continue to invest in infrastructure to encourage and
support spin-out companies, increasingly scientists will have
opportunities to take their shot as entrepreneurs and start their
own companies. By doing so, these scientists will face the many
dilemmas of the inventor/founder. Is this a career risk worth
taking? How do I learn this new language and vocabulary? Will
investors find me credible?

more reason for optimism among inventor/founders. A recent
study examining the role of external CEOs in the success of 68
University spin-outs, specifically asked the question, do CEOs
with more founding experience have a higher likelihood of spinout success?2 Perhaps counter to conventional wisdom, the
study found no evidence that prior entrepreneurial experience
was correlated with spin-off success. Altogether these data
suggest that the path from inventor/founder to entrepreneurial
success, while difficult and demanding, is indeed navigable
with an understanding of the challenges and by seizing the
opportunities and support within our regional ecosystem.

I am well aware of these challenges. My Ph.D. research on the
mechanism of colon cancer metastasis led to my co-founding
BioDetego, an early stage cancer diagnostics company. I became
CEO not by design, but by default. I’ve wondered at length what
makes for a successful transition from scientist to entrepreneur.
Is it a matter of grit and doing the necessary homework to adapt
to a new landscape? Finding the right trail guides and mentors
to help navigate? Is there something special about the DNA of a
successful entrepreneur?

In my own case, I did my homework and sought input and advice
at every turn. Anything and everything was fair game, from
sitting in on business plan workshops with would-be day care
center owners and chefs with aspirations of owning a restaurant,
presenting a PA Bio events, auditing the excellent Healthcare
Entrepreneurship class at Wharton, to participating in the
Commercial Accelerator Program at Wharton’s SBDC. And while
BioDetego’s ultimate success is still on the horizon, we have
established a world-class advisory board with an understanding
and track record in our industry, garnered investments from
Ben Franklin Technology Partners and BioAdvance, conducted
market research informing us we have the opportunity to change
the standard of care in colon cancer prognosis and treatment,
and established a collaboration with the Mayo Clinic to advance
clinical development of our technology. So far, so good.

This latter question was posed in a study examining
entrepreneurial traits correlated with venture growth.1 The
longitudinal study identified six traits that had direct or indirect
effects on growth: goals, self-efficacy, communicated vision,
passion, tenacity, and new resource skill. Fortunately, in many
regards scientists are well prepared for the journey. It’s hard to
imagine a scientist without greater than average self-efficacy,
passion and tenacity. The question is whether these will survive
outside the academic realm. Goal setting and communicating
a long-range vision are deeply intertwined in the development
and funding of a research program, so the task here is to get
your bearings, learn the foreign language of industry, and apply
these traits in this different context. It’s time to write a business
plan rather than a grant proposal. New resource skill is the area
that may present the greatest challenge. The study defined this
as “the ability to acquire and systematize the operating resources
needed to start and grow an organization. Entrepreneurs’ new
resource skill involves finding capital and human resources and
setting up new operations and new systems.” Without experience
and a network within industry, the inventor/founder is at a
disadvantage. In my experience, this is a tractable challenge.
The regional life science ecosystem is flush with resources
to develop these skills. PA Bio, the University Center Science
Center, Mid Atlantic Diamond Venture are but a few of the many
organizations that devote time and energy to connecting new
entrepreneurs with key resources and knowledge. And there is

1
Baum, J.R. & Locke, E.A. (2004) The relationship of entrepreneurial traits,
skill, and motivation to subsequent venture growth. Journal of Applied
Psychology, 89 (4). 587-98.
2
Steen, M. van der and Danskin Englis, P. and Englis, B.G. (2013) Scientific
team effectiveness and the external CEO: A study of biotechnology
university spin-offs. Industry and higher education, 27 (1). 15 - 25.
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UPCOMING
EVENTS
Save the Date:
PA Bio Peer to Peer Breakfast
Friday April 17th
Topic:
What is big pharma really
looking for? Key drivers for
Mergers and Acquisitions

PHILLY FUNDINGS

This event is by invitation only. For
more information, please contact
Megan Rehling, 610-850-9052,
mrehling@hightoweradvisors.com

A summary of local acquisitions and IPO’s in the biotech industry from Q4.
Nationwide 2014 was a record year for Life Sciences investment activity with more than $6 billion in IPO, VC and M&A capital raised.
This represents more than a 20% increase over 2013. This was fueled by a low interest rate environment with medium and large size
pharmaceutical companies motivated to grow and broaden their R&D efforts through acquisitions. Enhanced commercialization
of product lines continues to be an incentive for companies to acquire capital through Initial Public Offering as evidence by the
resurgence of S1 filings over the part two years.
Locally we saw three primary transactions in the fourth quarter of last year in the following activity:
1. Auxilium Pharmaceuticals agreed to be acquired by Endo International at a deal valued at over $2.5 billion. The cash and stock
transaction expected to close early in the first quarter will result in Auxilium shareholders being paid $33.25 for each share they
hold. Auxilium, line of pain drugs and men’s healthcare products will augment Endo’s product line.
2. Trevena Inc announced the closing of it’s underwriten public offering of $11,250,000 shares of common stock at $4.00 per
share. In addition, the company completed the sale of another $1,598,000 shares of stock in conjunction with partial exercise of
the option to purchase additional shares by the underwriters of its IPO. At completion of the exercise, the company realized net
proceeds of over $47 million dollars.
3. Cortendo, the Swedish based company with US offices based in Radnor announced the company raised $11 million in bridge
financing and is pursuing plans for an IPO on the US exchanges. The company is focusing on being the global leader in
commercializing innovative medicines for orphan endocrine disorders.
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 reference 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 The Sarian Group and do not represent those
of HighTower Advisors, LLC, or any of its affiliates.

