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Agenda

8:30-9:00 Registration, breakfast, and networking
9:00-9:15 Welcome Ken Weixel, Deloitte LLP
9:15-9:45 State of the capital markets Anthony Flores, Silicon Valley Bank
9:45-10:15 IPO basics and alternative liquidity strategies Sean Clayton, Cooley LLP
10:15-10:45 M&A: How to optimize value during the Camron Uhr, Deloitte Transactions and Business Analytics LLP
' ' lifecycle of a LS company Peter Bartholomew, Deloitte Transactions and Business Analytics LLP
10:45-11:00 Break
11:00-11:15 Hong Kong Listing exchange rules Hiral Shah, Deloitte & Touche LLP
Moderator: Bruce Rucks, Deloitte & Touche LLP
Panelists
11:15-12:00 Panel: Interview with the CFO IPO - Andrew Jackson, Ra Medical
Reverse merger - Jay File, Evofem
Other - Jill Broadfoot, Emerald Health Pharmaceuticals
12:00-1:30 Networking lunch
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US Venture Fundraising Continues to Break Records

USHealthcare Venture Fundraising*, 2009-2018

Healthcare Venture Capital (VC) $ Fundraised
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) *SVBcalaulates only the dollars allocated to healthcare by venture funds investing primarily in the US.
Source: PitchBookand SVB proprietary data.

$9.6

A.US healthcare venture fundraisingraised
a record $9.6B, continuing a four-year
upward trend. Capital was dominated by
largelife sdencefundslike Foresite, Versant,
SV Health Investors (through its Dementia
Fund) and Abingworth and joined by new
fund spinoffs like Westlake Village, Samsara,
Biomatics and 1315 Capital. In addition,
generalists like Veenrodk, Norwest, General
Catalystand Sequoia Capital were joined by
newentrants Lightspeed, 8VC, Charles River
Ventures and Felicis Ventures.

B.Quidk biopharma exitsand high IPO mark-

ups drove acceleratedhealthcare fundraising.

A swell in biopharma dealsand round sizes
over the last two years highlights the
continued appetitefor venture funding in the
sedor.

Ahealthy pipelineof exciting private
companies, excellentbiopharma and device
exit numbers and high-performing IPOsinthe
Dx/Toolssector mean continued robustventure
fundraisingthrough2019. However, itwillbeat
apacemorein linewith 2016/2017numbers at
aboutS8B.

Trends in Healthcare Investments and Exits 2019
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2018 Healthcare Investments Surpass 2017 by >50%

Biopharma, Device and Dx/Tools Investments and Deals, 2017-2018, USand Europe

Dollars and Deals by Quarter (US and Europe)
mmm Biopharma  mmm Medical Device mmmDx/Tools =—Total Deals

2017 : 2018
$9 : 300

200
s I I 10
$0 l 0

2017Q1  2017Q2  2017Q3  2017Q4 | 2018Q1  2018Q2  2018Q3  2018Q4

VC Dallars Invested ($B)
-+
o

Sectors ($M) us Europe Total us Europe Total
46,426 $2,041 48,467 : $13,468 $2,762 $16,230

Medical Device $2,480 $497 $2,977 | $3,682 $499 $4,181
$4,354 $363 4,717 : $4,410 $414 4,824
$13,260 $2,901 $16,161 : $21,560 $3,675 $25,235

Two-yeardata demonstratedrecord venture-badked investmentsin 2018in the US and Europe. Biopharma hit full-year2017 numbersby midyear, leading the waywith multiplelarge
mezzaninepre-IPOrounds that leveraged robust valuations and availablepublicnarket dollars. Biopharmma companies received aboutfour times the investment of the othertwo
sedors. We observed investmentslowingin Q4 2018. With unsettled stock markets discouraging privateaossover investment, and potentialintervention from the Committee on
Foreign Investmentin the United States(CFIUS) moderating Chineseinvestment, weanticipate venturefinandng tolessen slightly in 2019.
BasedonavailableVCandcrossoverinvestoractivityin privatedeals,2019could showS16B-518Bin totalinvestment.Device and Dx/toolssectorsare expected toremain stablewith
biopharmainvestmentdecreasingfrom 2018 highstoclosely match2017levels.

va ) Finandng data indudes private finandngs by venture-badked companiesin US and Europe. Dates of financing rounds
subject to change based on add-on investments. 2018 Q4 numbers through 12/15/18. Trends in Healthcare Investments and Exits 2019 b

Source: PitchBook and SVB proprietary data.



Biopharma Series ADeals Smash Record
Series A* Biopharma Investments, 2016-2018, USand Europe

Series ADeals |BSeries Aby Indication — USand Europe
US Deals Deal Counts (Dollars $M Invested)
Number of Investments 124 135 143 2016 2017 2018
Total Series A Funding ($M) $2,612 $2,665 $4,166 $1.310 $1,077 $1.296
Corporate Investments (%) 31% 3% 24% Oncology ” = pom
Europe Deals™
Number of Investments 70 42 $339 $457 $945
Total Series A Funding ($M) $867 $658 Platform m
Corporate Investments (%) 29% 19%

$368 $278 $612

2018 Series A% by Indication, USand Europe Neurology REIRE

| Indicaion | 2018 Series A$ 2018 Total$ 2018 % SeriesA

Oncology $1,296M $4,873M 2% $276 $618 $640
Platform $945M $3,571M 26% O'%T:ga/fe
Neurology $612M $1,378M 44%

Orphan/Rare Disease $640M $1,645M 39%% $122 $309 $114
Anti-Infective $114M $1,124M 10% Anti-Infective

All Biopharma $4,825M $16,230M 30%

A. US SeriesA fundinginaeased 44% with oncology and platformmakingup almosthalf. Europe, however, sawa significantoveralldedine.

B.Platformand neurosedtorsdoubledinvestedcapital and completedmoredeals. Neurohit a three-year high in dollarsand deals coveringa broad spedrum ofcentral nervous

system (ON\S) disorderswith a foaus on pain. Orphan/rare had fewerSeries A deals with investiments barely exceeding 201 7. This sluggishdealactivity contrastswith the indication’s
historically suagessful IPO path.

C.With respedtto 2018total investment, new Series A dollars droppedfrom429%to 30% as investors raised large mezzanine Series B rounds ahead of IPOs. However, autoimmune
Series A investmentsinaeased from 37%to 77%in 2018, led bya $280MSeries Ainvestmentin Viela Bio.

LargeSeriesAdealamountsin 2018 (including26over S50M)suggestpotentialdynamiclPO activitycontinuingin 2019.

*Series A Investments includes all private, first-round investments from institutional or corporate venture investment, and all first-round
investments equal to or greaterthan $2M, regardless of investor. Dates of financing rounds subject to change based on add-on investments.
2018 financing data through12/15/18.

**SVB's European data set beginsin 2017. Trends in Healthcare Investments and Exits 2019 7
Source: PitchBook and SVB proprietary data.



Biopharma Fueled by Venture — Corporates Step Back

Most Active New Investors* in Biopharma, 2017-2018

NUMBEROFDEALS
Corporate biopharma participation in venture-

P ALEXANDRIA. @ T = g

L : competition for SeriesAand Series B deals.

- _ OrbiMed Multipleventure firmsare co-leadinglarge SeriesA
Healthcare Fund Management dea|S, and mrmrat%found fewer Opportunltlesto

20 _ novo join. Crosoverss.queezedoytcorporateﬁ.in Series
holdings Bdeals, asthey aim to dominate mezzanine rounds
with big chedks, large valuation step-ups and

19 strategicIPO support.

18 Top 15 Grossover Investors foaused on later-stage
deals. Firmswith 3+later-stage dealsby indication
induded RA Capital (orphan/rare, oncology and

17 neurology), Deerfield (onaology, neurology and
platform), Perceptive Advisors (orphan/rare,

16 onaology), Rodk Springs (orphany/rare), Redmile
Group (onaology),and EcoR1 Capital (oncology).

15 Six of the top 20 most adive firms had 9+ new

ROCK Series A deals: Firms with 3+deals by indication

14 o some & SPRINGS indude OrbiMed (onaology, orphary/rare), Novo
Holdings (oncology, orphan/rare), ARCH Venture

13 _ HBM Healthcare Pamers(platforrn, neurology)ljohrmq&_]d']rmq

Investments Innovation (neurology, oncology and platform),

12 - F/PRIME reamie crous ECORL ERGE NEA (orpharyrare), Abbvie (oncology, neurology)

_____ FRTITEE and Novartis(orphan/rare).
o O s o e O 2
N imensions aplta

|  Corporate Investor |

*Most Active New Investors calculated as new (first-time) investments into companiesin 2017-2018.

SVb ) Dates of financing rounds subject to change based on add-on investments. 2018 financing data through
12/15/18.Alexandria investments typically average $2M per deal, AREE, Inc. Earnings 9/30/18. Trends in Healthcare Investments and Exits 2019 8
Source: PitchBookand SVB proprietary data.



Large Mezzanine Investments Break Records
Biopharma Deals by Indication, 2017-2018, USand Europe

NUMBER OF DEALS | $ MILLIONS 2018 Deals over $200M
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Biophamna investmentin 2018 aimost doubledto just over $16B, with 51 deals of $80M or morg, triple thatof 2017. Oncology had 16 of the $80M+-deals, all butone
were Series B+, with a median post-money valuation of $280M. Orphan/Rarehad reduced deals but continuedto receivecrossoverinvestment. Top 15Crossovers
funded 11 of the 18 deals with a median post-money valuation of $180M. Weantidpate continued IPO activity in these sedors.

As CFIUS maylimitthe flow of Chinese investment into the US, investment could slow. Chinese investors were asignificant part of the ecosystem, asthey participated directly
in syndicates that invested over $4.5Bin the USin 2018, up 50% from 2017. Europeandeal activity could pick upas Chinese investors mayfocus investment outside the US.

Platform companies have technologies with multiple or non-spedified indications. Early Stage defined as Series A & B;

) Late Stage defined as Series Cand later. Dates of financing rounds subject to change based on add-on investments.
SV

Finandng data indudes private finandi venture-badked iesin the US and Europe. 2018 i ing data
tjlwrl‘*?)ﬁcg];rﬁglylsl/lslfl =P nandngs by companesin . ope mnanang ca Trends in Healthcare Investmentsand Exits 2019 9

Source: PitchBook and SVBproprietary data.



Platform and Oncology Sectors Drive Highest Value

Highest-Valued Private Biotech Companies, 2017-2018

Platform Companies
moderna (e i gossamerbio
5/4/18 3/1/18 1/24/17 7/20/18
$125M round $S100M round $35Mround $230M round
$7,125M post $950M post $670M post $650M post
@«Kaleido CO celularity generation bio
6/25/18 2/15/18 3/23/18 3/5/18
S100M round $250M round S80M round S100M round
$575M post S$S480M post S$S400M post S400M post
Oncology Orphan/Rare
Rakuten RCUS ©Orchard
Aspyrian BIOSCIENCES therapeutics
N ‘:-’.’.'-'.'. E::%%
KSQ coBiak B orcoroer Allakos
Drug Delivery Metabolic Neurology
Ra NT * ALECTOR
............ Intarcia PN R e
9/12/17 7/25/18
$53M round $615M round $133M round
$1,000M post $4,110M post $913M post

Green text: Company subsequently wentpublic

svh|)

*Only indudes post-money values reported by PitchBook. Dates of financing rounds subject to change
based on add-on investments. **2018 financing and market cap data through 12/15/18.
Source: PitchBookand SVB proprietary data.

This list is composed of the
highest-valued private companies
over the last twoyears, all with

post-money valuationsof $400M
ormore*,

While Series A valuations
remained stable in 2018, later-
stage deals saw inaeases in
median deal size ($30Mto $40M)
and valuation ($88Mto $126M).

These deals yielded lotsof big
step-ups. 2018 saw 56 finandngs

with post-money valuesover
$150M, doubling 2017's numbers.

Of the three privatecompanies
reaching valuationsover$1B, only
Modema went public. Rani
Therapeutics became a unicom
with only $123Min totalequity
while Intarda raised a substantial
$615Mround at a valuationof
$4B+.

Six of 19 companieslisted here
went public. Five have a current
market cap of $1B+** induding
Ao, whichwentpublicand was
subsequently acquiredfor $1.6B.

Trends in Healthcare Investmentsand Exits 2019



Massachusetts and California Continue to Lead
Biopharma Investments by Geography, 2018, USand Europe

Top Biopharma Regions for All Investments and Series A

MA

PA —
85 deals$4,201M

UK

15 deals $721M 36 Series A$1,075M

9 Series A$457M 26 deals $947M

10 Series A$138M

NY

Northern CA 24 deals$554M
_ 12 Series A$125M
67 deals$3,559M

25 Series A$1,104M

France

14 deals$306M
8 Series A$133M

Southern CA

42 deals$1,401M
20 Series A$339M

Switzerland

7 deals $183M
2 Series A$25M

Series A Investmentsincludes all private, first-round investments from institutional or corporate venture investment, and all first-round investments equal to
or greater than $2M, regardless of investor. Dates of financing rounds subject to change based on add-on investments. 2018 financing data through 12/15/18.
SV Sﬁmm%agﬁ::dassg\;artgpﬁgan;ng:;ymebad@ companiesin the USand Europe. Trends in Healthcare Investments and Exits 2019 1



USand Europe Series ADollars Surge

Series A* Device Investments, 2016-2018, USand Europe

Series ADeals Series Aby Indication — USand Europe
US Deals 2017 2018 Deal Counts (Dollars SMInvested)
Number of Investments 57 57 73 m 2016 m2017 m2018
Total Series A Funding ($M) $314 $446 $646 $61 $44 $172

0,
Corporate Investments (%) 12% 1% 8% Cardiovascular

Median Round Size ($M) $4 $4 $7

$66 $58 $80

Europe Deals** 2017 2018 Orthopedic 1

(09}
=

Number of Investments 25 20

Total Series A Funding ($M) $192 $257 Neurology % $56

Corporate Investments (%) 8% 5%

Median Round Size ($M) $4 $6 $14 $7M $112

Surgical e 10

Investment Analysis $16 $14 $56

Cardiovascular Series A deals centered around assist devices and Ophthalmology

mitral valve repair, while oncology investments focused on tumor $20 $45 $50

visualization technologies and precision treatment through drug Non-Invasive 6

delivery and specialized equipment. Ophthalmology deals highlighted Monitoring

new processes for surgical treatment through targeted drugs and
equipment for direct patient use.

$5$19 $79
Oncology 5 6

A.Device Series A deal sizes increased in 2018, with the median US deal size nearly doubling. Even though the number of European
deals declined, total dollars increased. Corporate Series A activity dropped significantly but remained strong in later-stage deals.

B.Cardiovascular, oncology, ophthalmology and non-invasive monitoring all saw an increase in Series A deals and dollars in 2018,
with cardiovascular and oncology also leading M&A activity.

C. Ophthalmology and surgical indications had an increase in dollars invested in Series A, boosted by a surge in robotics investment.

*Senes A Investmentsincludes all first-round investments from institutional or corporate venture investment in the US and Europe, and all first-
nv&tme ts uaI toor g)ea/terthan $2M, regardless of investor. Dates of financing rounds subject to change based on add-on investments.

) 2018 inancing rough 1
**SVB's European data set begins in 2017. Trends in Healthcare Investments and Exits 2019 12
Source: PitchBook and SVB proprietarydata.



Traditional VCsDominate Device Investments

Most Active NewInvestors* in Device,2017-2018

NUMBER OF DEALS
KEIRETSU
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| Corporate Investor |

*Most Active New Investors calculated as new (first-time) investments into companiesin 2017-2018.

2018 financing data through12/15/18.
Dates of financing rounds subject to change based on add-on investments.
Source: PitchBook and SVB proprietarydata.

Trends in Healthcare Investmentsand Exits 2019

Keiretsu Forum, FundRX,
EmergentMedical Partners, SV
Tech Ventures, Shangbay
Capital, DG, Broadview
Ventures and BrilliMedical
Intemational each had 3+
Series Adeals.

Otherswith 3+SeriesB or later
deals induded Endeavor
Vision, Boston Sdentific, Gilde
Healthcare, NEA, Lightstone
Ventures, Baxter, Perceptive
Advisors, Richard King Mellon
Foundation and Revelation

Partners. Endeavor Vision, NEA
and Perceptivealsoinvestedin
multiple $25VH- rounds.

With 3+deals, Visionary
Venture Fund focused on
ophthalmology, NEAon
vasaular, Perceptive on uro/gyn
and Boston Scientific on
cardiovasaular. Intemational
firms IdInvest Partners and
Investiere Venture Capital
focusedondealsin Franceand
Switzerland, respectively.
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Investors Target Later-Stage Cardiovascular, Neuro
Device Investments, 2017 and 2018

NUMBER OF DEALS | $MILLIONS

m 2017 m 2018 2018 Deals OVGI'$100M
Cardiovascular ] $871 P R@ CEPT @ HeartFlow* .OUtset
BIOROBOTICS
»¢ Butterfly’ AURIS
) pal
2018 Deals $50M-$100M
22
Quin i

8 e

Ophthalmol i :

phthaimology $124 ImPEeRL?A millipede blngOt
Oncology ('190 $§$ 1

. iWZY $2,977

In the last two years, 78% of investment went to later-stage deals (Series B+), with many raising commercialization rounds post FDA approval.
Companies like HeartFlow, Neochord and Whiteswell raised big rounds with crossover investors, increasing cardiovascular deals and dollars.

ChumacyTe Pete Pionics

Fresh off a numberof IPOs in neurology, $50M+ later-stage deals were closed by Impel Neuropharma, Relievant Medsystems and Stimwave.

While uro/gyn missed the cut for top active indications, it received significant investment with $40M+ deals in Procept BioRobotics, Renovia
and AEGEA Medical.

subject to change based on add-on investments. 2018 financing data through 12/15/18.

Finandng data indudes private finandngs by venture-baded companies in US and Europe. Dates of financing rounds
Source: PitchBookand SVB proprietary data. Trends in Healthcare Investmentsand Exits 2019 14



Crossovers Led Big Deals in Device Sector
Highest-Valued Private Device Companies, 2017-2018

Neurology

stimwave

7/25/18
$13Mround
$388M post

o
Respicardia
—

12/18/17
$59M round
$174M post

Cardiovascular

@ HeartFlow*

2/14/18
$240Mround
$1,500M post

6/5/17
$118M round
S191M post

Renal

Outset

8/28/18
$132Mround
S607M post

myosclence

3/7/18
S$S45M round
$235M post

AAAAAAAAAAA

12/6/18
$S68Mround
$168M post

noiIor
NILRLSE
7/3/2018
$5Mround
$155M post

Gastrointestinal

ﬁ EndoGastric Solutions.

7/10/18
$31Mround
$166M post

Uro/Gyn
PROCEPT

BIOROBOTICS
2/21/18
$118M round
$398M post

Source: PitchBook and SVB proprietary data.

Ophthalmology

RXSIGHT
FREDICTION 70 PRESCRIPTION

4/3/17
S47Mround
$266M post

C‘ SIGHT SCIENCES
5/31/18
$20Mround
$160M post

Metabolic

AN
FRACTYL

11/30/17
$S44M round
$270M post

Surgical

AURIS"

11/28/18
$220M round
$2,160M post

Vascular

HUMACYTE

3/9/18
S75Mround
$S450M post

o

1/9/17
$25Mround
$215M post

avedro
5/2/18

$25Mround

$150M post

bigfgat
3/28/18

$55Mround

$165M post

Imaging
»¢ Butterfly’
9/27/18

$250M round
$1,250M post

This list is composed of the
highest-valued private companies
over the last twoyears, all with
post-money valuations of $150M
ormore*,

Top 15Crossover Investors moved
from biopharma to later-stage
medical devicerounds. Perceptive
Advisors, Viking Global,
Wellington and Fidelity were new
investorsin fourof thesix highest-
valued rounds.

Ophthalmology and neurology
eachhad four deals valued over

$150M. Neurology dealswere
SeriesDor later, and six of the
eight deals were commerdal

stage.

Surgicalrobotics received
significant investment and high
valuations. Procept BioRobotics
and Auris raised large roundsin
2018. Verb Surgicalreceived
sizable investmentas well.

*Only indudes postimoney values reported by PitchBook. Dates of financing rounds subject to change based on add-on investments.
2018 financing data through12/15/18.

Trends in Healthcare Investments and Exits 2019
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California Continues to Dominate Device Deals
Device Investments by Geography, 2018, USand Europe

Top Medical Device Regions for All Investments and Series A

WA

9 deals$183M

1 Series A $3M MA

MN

B 20 deals$291M
12 deals $217M

5 Series A$46M

UK
4 deals$30M

Northern CA 4 Series A$52M

59 deals$1,625M
23 Series A$214M

Southern CA e

19 deals $336 M
7 Series A$97M

8 deals$152M

Belgium

4 deals$55M

Series A Investments includes all private, first-round investments from institutional or corporate venture investment, and all first-round investments equal to or

reaterthan $2|\c/Ij, regardless of investor. Dates of financing rounds subject to change based on add-on investments. 2018 financing data through 12/15/18.

ing dataindudes private finandngs by venture-backed iesin the US and Europe.
Sgluarrégrgthog]k gmas%mpﬁne?ang%_y ompanesin @ ope Trends in Healthcare Investmentsand Exits 2019 16



Dx/Tools Attract Fewer Series ADeals and Dollars
Series A* Dx/Tools Investments, 2016—-2018, USand Europe

Series ADeals [BISeries Aby Indication — USand Europe
US Deals Deal Counts (Dollars SMInvested)
Number of Investments 54 70 64 m2016 m2017 2018
Total Series A Funding ($M) $549 $845 $621 $192 $551 $267
Corporate Investments (%) 20% 21% 19% REDTools PP 60 37
Median Round Size ($M) $5 $6 $6

$306 $151 $176

Europe Deals** 2017 2018 DxTests B R,

Number of Investments 33 17
$58 $354 $230
Total Series A Funding ($M) $211 $88 DxTools & 8 20 >
Corporate Investments (%) 0% 29% Analytics
Median Round Size ($M $3 $4
M) 2018 Deals Over $20M
C| % of Series Aby Indication glympse 4
y oy celsius 4. veo

Indication 2018 Series A$ 2018 Total $ 2018 % SeriesA

R&D Tools $267M $2,400M 11% ﬁ§hANE ARCH ERD

0,

DxTests $176M $1,276M 1% PA I G E @ NOWdiagnostics

DxTools & Analytics $230M $1,111M 21%

All Dx/Tools $709M $4,824M 15% = ULTIVUE I Dammooth,

A.US and European Dx/Tools deals dropped while investments slowed 40% from 2017, reducing the Dx/Tools Series A pipeline.
Following multiple large Series A investments over the past two years, it is not surprising to see a slowdown in early-stage investment as
investors wait for things to play out. As a result, most investments (85%) went to later-stage companies.

B.In the DxTools and Analytics subsector, there were a significant number of artificial inteligence/machine leaming (Al/ML)
investments, but dollars decreased here as well. We finally observed tech and life science investors invest togetherin this subsector with
Series A investments in Glympse Bio and Luna DNA.

*Series A Investments includes all first-round investments from institutional or corporate venture investment, and all first-round
investments equal to or greaterthan $2M, regardless of investor. Dates of financing rounds subject to change based on add-on investments.
2018 financing data through12/15/18. ) )
**+S\VB's European data set begins in 2017. Trends in Healthcare Investments and Exits 2019 17

Source: PitchBook and SVB proprietary data.



Tech Investors Continue to Lead Dx/Tools Deals

Most Active NewInvestors* in Dx/Tools,2017-2018

NUMBEROFDEALS
....................  KEIRETSU
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ventures
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| Corporate Investors |

svh|)

Dates of financing rounds subject to change based on add-on investments.
Alexandria investments typically average $2M perdeal, AREE, Inc. Eamings 9/30/18.
Source: PitchBook and SVB proprietary data.
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Tech investors madeup seven of
the top 10 adtive investors. Tech
corporatesGVandBaidu werealso
active.

Top investors with 3+Series A
investmentswere: KeiretsuForum
(DxTests, R&D Tools [RRD]),
Alexandria Venture Investments
(R&D),8VC(R&D),AMECoud
Ventures (R&D), Alumni Ventures
(DxTools and Analytics
[Analytics]), Data Collective(R&D),
ARCHVenturePartners(Analytics),
CivilizationVentures(R&D), Genoa
Ventures (R&D) and Refador

Capital (RED).

Thetopinvestorswith 3+SeriesB
orlaterinvestmentswere: Charles
River Ventures (Analytics),
Tlumina Ventures (RRD), GV
(Analytics), Foresite Capital (RRD,
Analytics), Baidu(R&D), Khosla
Ventures (Analytics, DxTests),
Northpond Ventures (RRD,
Analytics)andOSFund (RRD).

These investors funded fewer Dx
Tests deals, as many of these
companiesraised theirnextround
fromnontraditionalinvestors.

*Most Active New Investors calculated as new (first-time) investmentsinto companiesin 2017-2018. 2018 financing data through 12/15/18.
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Investments in Dx/Tools Steady
Dx/Tools by Subsector, 2017-2018, USand Europe
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Stable investment in Dx/Tools continued in 2018, with nontraditional investors leading later-stage deals.

Twenty-five $50M+ deals made up the majority of sector financing. Multiple private equity (PE) and asset managers participated in large
rounds for venture-backed investments, including deals for Grail, Zymergen, Tempus, 10x, Synthego and Twist Bioscience.

Dx Tests showed stable deal numbers with decreased investment. This could be attributed in part to the $900M difference between
Grail’s $1.2B Series Bin 2017 and its $300M Series Cin 2018.

Finandng dataincludes private finandngs by venture-badked companiesin US and Europe. 2018 financing data through 12/15/18.

g&aiowgggﬂgg lg‘,gspsrgg%igs génge based on add-on inv ents. Trends in Healthcare Investmentsand Exits 2019 19



Dx/Tools Attract High-Value Private Dollars

Dx/Tools Post-Money by Indication, 2017-2018

Dx Tests

GRA:L

5/11/2018
$300Mround
$3,200M post

GRA:L

11/22/17
$1,212Mround
$2,312M post

(§) GUARDANT

5/11/17
$360M round
$960M post

EEEEEEEEE

$125M round
$474M post

®

emulate
6/19/18
S$36Mround
$200M post

Dx Tools and Analytics

'TEMPUS

8/29/18
S$S110M round
$2,000M post

"TEMPUS

3/23/18
S80M round
$1,030M post

R&D Tools

«]] RECURSION

10/3/17
$60M round
$295M post

=
11/29/17**
S12Mround
$462M post

Neul\/l%x

5/3/18
$20Mround
$210M post

Green text: Company subsequently wentpublic
) *Only indudes post-money values reported by PitchBook. Dates of financing

rounds subject to change based on add-on investments. 2018 financing data through 12/15/18.

xzaandMe

9/12/17
$250M round
$1,750M post

uBiome

9/21/18
$S83Mround
$600M post

\
1 O,\ GENOMICS

4/26/18
$125M round
$1,000M post

uuuuuuuuuuuuuuuuuuuuuuuu

9/25/18
S$58Mround
$308M post

AVITIDE

8/23/18
Sé6M round
$210M post

**Zymergen's new $400M financing on 12/13/18did not disclose valuation.
Source: PitchBookand SVB proprietary data.

HUMAN
LONGEVITY,
INC.

3/1/17
$200M round
$1,500M post

-
J

11/14/17
S89M round
$400M post

5

6/28/18
S$95Mround
$797M post

L &
Quanterix’
The Science of Precision Health

6/14/17
S9Mround
$259M post

{Q} GINKGO BIOWORKS

12/14/17
$275M Round
$1,375M post

This list is composed of the
highest-valued private companies
over the last twoyears, all with
post-money valuationsof $200M
ormore*,

Dx/Tools had six deals with
private valuations over $1B—
double the numberof private
Biopharmmaunicoms. However,
Dx/Tools trailed biopharma in
2018 M&As(10versus 14) and
IPOs(twoversus54).

ThetwoIPOsonthis list have
sincetraded upin the public

market

Anumber of profiledcompanies
have unique platformtechnologies
andservice models, which could set
themup as potential 2019 IPO
candidates.

Trends in Healthcare Investments and Exits 2019



Northern California Still Front Runner in Dx/Tools
Dx/Tools Investments by Geography, 2018, USand Europe

Top Dx/Tools Regions for All Investments and Series A

PA
7 deals S36M

MA

31 deals $579M
9 Series AS155M

5 Series AS2IM

Northern CA

- NY UK

65 deals $2,088M _— @ —_—
20 Series AS165M 11 deals$148M 11 deals$142M

8 Series AS68M 7 Series AS40M

Southern CA

17 deals $362M
6 Series AS30M

Series A Investments includes all private, first-round investments from institutional or corporate venture investment, and all first-round investments equal to
or greater than $2M, regardless of investor. Dates of financing rounds subject to change based on add-on investments. 2018 financing data through 12/15/18.

Finandng data includes private finandngs by venture-badked companiesin the USand Europe.
va ) Source: PitchBookand SVB proprietary data.
Trends in Healthcare Investmentsand Exits 2019 2]
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Healthcare M&Asand IPOs:
Record IPOs, M&AEXxits and Deal Values
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Biopharma M&ASteady, IPOs Up

VC-backed Biopharma Big Exits &IPOs, 2013-2018

Number of Exits by Year
A.Biopharma total deal value more than doubled in 2018. Public

EIPO mMRA IPO market caps contributed 70% to this number, setting a record
2018 54 14 [ total deal exit value of $49B+. This was punctuated by the $7B+ IPO
by Modema in December.

2017 Fifty-four IPOs yielded five-year highs in both pre-money valuations

I T -
and dollars raised.
T

B.M&A activity was steady, with four private acquisitions valued at

2015 over $1B.

[C] Oncology continues to dominate biopharma exits, while platform
and anti-infective IPOsincreased.

2013 n 46

80

Exit Values by Year Top Exits byIndication
S BILLIONS 2013-2018
m M&A Upfront m M&A Milestones m IPO MarketCap EIPO mMRA
$49.3B
$50
$40
30.3B
$30 $26.3B $ $28.1B
$21.7B

420 $20.6B 10

$0

2013 2014 2015 2016 2017 2018 Oncology Orphan/Rare Disease  Neuro Platform  Anti-Infective

MBA defined as private, venture-backed M&A with upfront payments of at least $75M.

SV 1PO defined as private, veniure-badked IPO raising atleast $25Min proceeds. Trends in Healthcare Investments and Exits 2019 23

Market cap at IPO used to estimate value of public companies.
Source: PitchBook, press releasesand SVB proprietary data.



Early-Stage Deals Deliver Strong Biopharma M&A

VC-Backed Biopharma Big Exit M&Aby Stage*, 2013-2018

Number of Big Exits
$16.6B  $21.2B

2013 2014 2015 2016 2017
Median Upfront($M) 213 225 200 200 171
Median Total Deal ($M) 457 413 570 600 461
MedianYearsto Exit 5.6 4.0 4.2 5.9 35

MRA defined as private, venture-baded M&A with upfront paymentsof at least $75M.
Upfront multiple is M&A paymentreceived at deal dose divided by venture investment.

*Stagedefined aslast completed clinical trial in mostadvanced asset.
Source: PitchBook, press releasesand SVBproprietary data.

10
$8.0B $8.9B
1
$7.0B 1
mm Commerdcial 4
I Phase Il e
B Phase Il
I Phasel 3
Il Pre-Clinical
7
5

$14.8B

2018

153

528
31

Attractive IPO valuations have pushed many
companies to spum early M&A, raise large
crossover rounds, and pursue IPOs. Our data
indicates a bifurcated exit pathway - raise large
dollars and go public or use smaller dollars and
pursue an early M&A.

Ten of 14 M&A deals were pre-clinical or phase I
companies. These deals had a mediantime-to-exit
of just 2.9 years, as acquirers added early-stage
technologies to their pipelines. Smaller dollars
invested (with a median of $17M) and very early
clinical data produced smaller deal sizes at exit.
Still, these exits delivered strong median upfront
multiples of 5.4x and total deal multiples of 22x.

Venture-backed oncology MRA fell into two
groups: big pharma single-asset spinouts and
immuno-oncology companies with multiple
assets. The only late-stage oncology exit (Impact)
produced a $1B upfront payment. Pre-clinical and
phase I exits were smaller ($100M-200M
upfront) but came through with a remarkable
median upfront multiple of 8.5x.

After relatively small venture investments, two of
three orphan/rare M&A deals (Agilis at $100M
upfront and Celenex at $200M) were bought by
Amicus and PTC (formerly venture-backed and
now public acquirers). Synimmune raised more
funding and was acquired in a strategic
expansion by Alexion for $400M upfront.

BMS and Celgene each bought 4 venture-backed
companies since 2015, plus Juno. With a very
active, diverse biopharmna acquirer group, we
believe the potential merger will not have a
significant impact on venture M&A in 2019.

Trends in Healthcare Investments and Exits 2019 24



Dynamic Biopharma IPO Scene Driven by Crossovers
VC-backed IPOs by Pre-Money Valuation and Dollars Raised, 2013-2018

IPO Pre-Money Value IPO Proceeds
S MILLIONS $ MILLIONS
500 . 120 : .
= PO Median Pre-Money == [PO Median DollarsRaised
400 100
80
300
75th e0
200 206 Quartile 40
135
100 20
25th
0 Quartile 0
2013 2014 2015 2016 2017 2018 2013 2014 2015 2016 2017 2018

2018 biopharma public market was hot, as IPOs nearly doubled their 2017 numbers with a record $325M median pre-money valuation.

Private crossover-led rounds continued as IPO precursors. Of the 2018 IPOs, 69% included Top-15 Crossovers as private investors, with
median financing (at the last private round) of $64M and a median 1.3x valuation step-up. We have noted that IPOs with these
crossovers have the best and most stable access to capital going forward in the public market. Top 15 Crossovers continued to back
venture deals, funding 60 unique companies in 2018 and almost doubling 2017’s activity. This indicates their optimistic IPO view.

Biopharma IPO activity is expected to continue in 2019 as crossovers replenished pipelines in 2018, but likely at a reduced rate.

2018 IPOs By Top Indications

m Number of Deals % Early Stage Median Last Round Size Median Step-Up at IPO*

Oncology 63% $80M
Platform 14 50% $65M 1.0x
Orphan/Rare 7 57% $61M 1.5x

IPO defined as private, venture-badked IPO raising at least $25Min proceeds.
) *Pre-money IPO valuation divided by last round post-money valuation. Private valuations sourced through PitchBook.
Source: PitchBook, press releasesand SVB proprietary data. Trends in Healthcare Investmentsand Exits 2019 25



Unicorns* Flourished in 2018
$1B+ VC-Backed M&A and Current IPOPublic Values, 2013-2018

$B+ M&AUnicorns by Year: 20 Private/11 Public private MA | [ PublicMgA
2013 2014 2015 2016 2017 2018
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2018 IPOs used strong valuations and compelling clinical data to fuel speedy growth to unicom status, resulting in the most unicoms of any IPO class
of the last six years. M&A was split between private and public with Amno Biosciences going public and then being bought five months later for $1.6B.

Overall, the number of $1B+ public companies increased by three in the second half of 2018 (notwithstanding an underperforming December). Wedid
observe some downward movement from previous years with four companies from the IPO class of 2014, and two each from IPO classes 2016 and 2017
dropping off thelist.

*Unicom defined as a venture-badked company since 2013 that achieved an M&A with $1B+total deal
) value oris a public company (IPOsince 2013) valued at $1B+as of 12/15/18.
Source: PitchBook, press releasesand SVB proprietary data. Trends in Healthcare Investmentsand Exits 2019 26



Device M&AAcctivity Rallies over Last Two Years
VC-Backed Device Big Exits &IPOs, 2013-2018

Number of Exits by Year _ o _
A.Led by an active Q3 with nine M&As and two IPOs, device

HIPO mMEA exits rallied following a flat performance in 2016 and 2017,

2018 27 logging 27 M&A and IPO exits in 2018.

2017 17 B.For the first time, total venture-backed device M&A
upfront payments eclipsed other sectors with$3.6B.

2016 16

C.There was a better public appetite for device, evidenced

2015 I by eight IPOs. These were led by four neuro-focused

companies: Inspire and Axonics (implantables) and

2014 “ 28 Neuronetics and Electrocore (non-invasivetherapies).

2013 14
Exit Values by Year Device IPO Activity
S BILLIONS .
m MBAUpfront m M&A Milestones  m IPO MarketCap Year Number of Median $
$9 $8.4B IPOs Raised
$8 $7.1B $7.4B
$7
$6 $5.1B  $5.1B 2018 8 $217M $86M
$5
g $3.0B 2017 3 $59M $26M
$2 . l 2016 3 $164M $75M
$1
$0 2015 1 $156M $77M
2013 2014 2015 2016 2017 2018
M&A defined as private, venture-backed M&A with upfront payments of at least $50M.
IPO defined as private, venture-backed IPO raising at least $25Min proceeds.
Market cap at IPO used to estimate value of public companies. Trends in Healthcare Investmentsand Exits 2019 27

Source: PitchBook, press releases and SVB proprietary data.



Strong Values/Multiples Supercharge Device Deals

VC-Backed Device Big Exit M&Aby Stage*, 2013-2018

Number of Big Exits
$3.7B $4.8B
US Commercial
— $4.3B
B CEMark Only
[ Non-approved
$4.7B
$4.4B
$2.3B
15
8
3
-
1 1 -
2013 2014 2015 2016 2017 2018
Median Upfront($M) 127 180 125 120 113 190
MedianTotal Deal ($M) 175 185 141 380 275 225
MedianYearsto Exit 6.6 6.9 7.0 8.1 7.7 8.1

M&A defined as private, venture-backed M&A with upfront payments of at least $50M.
Upfront multiple is M&A payment received at deal close divided by venture investment.
*Stage defined as last completed clinical trial in most advanced asset.

Source: PitchBook, press releases and SVB proprietary data.

At $190M, 2018 had the largest median
upfront device payment since 2013 anda
healthy 4.3x multiple on capital invested.

Four oncology M&As took center stage in
2018, focused on guidance/marking systems
(Cianna, Focal), protection (Augmenix), anda
cell collection device (nVision). All four deals
were commerdial stage, with median upfront
value of $143M and a 7.5xmultiple.

Cardiovascular and orthopedics also had four
exits, followed by vascular with three and non-
invasive monitoring with two.

Boston Scientific led M&A, acquiring seven
venture-backed companies in 2018. Boston
also announced it will buy BTG (a large public
company). We will monitor Boston’s activity,
as big acquisitions like this historically have
led to reduced MRA, as evidenced by
Medtronic and Abbott (prolific acquirers in
years past) remaining on the sidelines
following large mergers. Medtronic’s
acquisition of a small public company in 2018
(Mazor) could portend this giant’s retum to
venture M&A.

We are optimistic that 2019 M&Aactivity will be
robust, as new acquirers Teleflex and LivaNova
and stalwarts like J&J continue to be active. New
acquirers (like Penumbra, Massimo, Avanos and
Siemens Healthineers) could emerge as they
look to add to product lines and stock their R&D
pipeline.

Trends in Healthcare Investments and Exits 2019
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DeNovo Exit ValuesShine

VC-Backed Device M&Aby Pathway, 2015-2018

Median Median Median @ Median = Median 111\/1"61!""111;
2015-2018  StageatExit  Investe Upfron  Upfront TotalDeal Total Deal . . ..
d (M) t M) leVIultlpl (SM)  Multiple (Years)
M&As
51 gé(l-k%XitS Hn $46 $110 3.0x $128 3.6x 8.9
DeNovo510(k) [P
M&As $46 $360 4.6x $435 6.1x 8.8
4 Exits
PMAM&As
26 Exits n $39 $215 4.0X $320 6.6x 6.1

BiopharmaM&As
70 Exits $35 $198 4.5x $557 12.5x 4.2

I FDA-Approved I CEMarkOnly [ DevelopmentStage [ >Phasel B <Phasel

While all 2018 510(k) exits had FDA clearances and revenue ramps, four of six PMA deals were acquired prior to FDA approval: two at
development stage and two holding CE marks. 510(k) exit values typically are smaller than PMA and De Novo exits, but we did see 2018
median upfront deal sizes grow to $135M with a 4x median multiple.

2017 saw one De Novo 510(k) company exit, and 2018 tripled that number. All the deals were US commercial, having raised capital for
further commercialization and revenue ramp-up. Longer exit times make these M&As similar to 510%k) deals, however. De Novo deals showed
very successful outcomes with median upfront and total deal value numbers exceeding those of 510(k) and PMA.

M&A defined as private, venture-backed M&A with upfront payments of at least $50M.
) 510(k) is an FDA classification that provides cearance to market typically without clinical trials. De
SV . Novo 510(k) is a classification that provides approval to market but typically requires clinical trials. ) )
PMA is a classification that provides approval to market but typically requires pivotal clinical trials to Trends in Healthcare Investmentsand Exits 2019 29
collect safety and effectiveness data. Source: PitchBook, press releases and SVB proprietary data.



Dx/Tools Come Back in2018

VC-Backed Dx/Tools Big Exits &IPOs, 2013-2018

Number of Exits by Year
A.Dx/Tools activity increased from one to 12

IPO mMEA total exits in 2018. Deal value set a six-year

2018 T - record, led by $1.9B in upfront M&A payments.

2017 B. Two successful late-year IPOs contributed
$1.7Bin IPO market cap (close to 50% of total
_ deal value) and could jump-start IPO interestin

N bzt

2016

014 “ 17 Guardant Health (a liquid biopsy company that
helps determine cancer treatment and is also

2013 7 developing an early cancer detection test), raised
$500M+ in private funding. The companythen
raised $230M+ in an IPO with a market capof

Exit Values by Year $1.6B and 1.5x step-up from its last private

$ BILLIONS round. Guardant opened trading up over 40%and

m M&A Upfront m M&A Milestones = IPO Market Cap has continued to perform well, more than

$5 s3.98 $4.0B doubling its initial market cap*.

¥4 $3.4B Twist Bioscience, an R&D Tools company with

z: over $250M in private funding, raised $86M in an
IPO at a modest discount to the last private

$3 .

o $19B round. The company offers precise D\VAY

o $1.58 manufacturing at scale. Its initial IPO market cap

51 was $372M, which has since risen almost 50%.

mEEN -

$0

2013 2014 2015 2016 2017 2018
[P0 eined o prvate, verture-bocked PO resing 3 losst 281 i proceec, -
Market cap at IPO used to estimate value of public companies, *Market Cap as of 12/15/18. Trends in Healthcare Investmentsand Exits 2019 30
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Dx/Tools Activity Strong, Yet Dollars Trail

VC-Backed Dx/Tools Big Exit M&A,2013-2018

Number of Big Exits
R&D Tools
| DxTools & Analytics
[ Dx Tests
A $2.88
$3
$2
$1.5B
$2 $1.4B
1.0B
$1 s
$1
$0
2013 2014 2015 2016
MedianUpfront($M) 350 133 164 225
Median Total Deal($M) 450 239 164 325
Median Years to Exit 8.2 6.0 3.6 8.5

svh|)

Source: PitchBook, press releases and SVB proprietary data.

MR&A defined as private, venture-backed M&A with upfront payments of at least $50M.

Exits
2017

N/A
N/A
N/A

2018 Dx/Tools M&A activity was
tremendous; still median upfront
investment and total deal size
significantly trailed other sectors. Nine
of 10 deals were at a commercial stage
and acquired by traditional lab
instrument, research and diagnostic
companies. We are surprised to see no
new acquirers, especially tech players,
emerge.

M&A was divided between Dx Tests

$1.98 (four deals) and R&D Tools(six deals).

Three of the four Dx Tests companies
were commercial.

Dx Tests exits STAT-Dx and Counsylare
building technology applicable to
multiple diseases, and Astute and
Exosome are focused on disease-
specific diagnosticscapabilities.

The majority of R&D Tools companies

2018 were focused on sequending
105 technologies. Agilent, seeking to
bolster their drug discovery efforts,
130 was the only acquirer with multiple
9.1 dealswhen they bought LaserGen and
Acea.
Trends in Healthcare Investmentsand Exits 2019 31



2019 Outlook

« Weantidpate total investmentinto life sdence to continue ata healthy pace, reaching about
$8B, with established funds likely to be joined by new spinout funds anchored by established
investors. In addition, tech firms may raise life sdence—only sister funds.

» Top 15Crossoverinvestment in venture-bad<ed companies could soften by 25 percent or more,
leading to biopharma investments decareasing to more dosely matich 2017 numbers.

« The biotech IPO pipeline is strong, but market uncertainty could drag IPOs down to 30 to 35
deals and moderately reduce pre-money valuations and dollars raised. As a result, weexpedtan
inaease in private biophanma M&As.

* Device investments are expeded to be stable with additional growth in Series A. A strong
performing group of later-stage, venture-badked companies shows promise for up to eight
device IPO opportunities in 2019. We don't exped: mudh change in device M&A activity from
2018.

» Dx/Tools Series A deals will likely dimb in 2019, although overall investment dollars could
lag following multiple larger 2017 and 2018 finandngs. Tedch acquirers will likely scoop up a
few DxTests and Dx Tools and Analytics companies, which could spuran uptick in M&A deal
value. Also, we antidipate there could be two to four IPOs of revenue-generating RRD Tools
companies.

Trends in Healthcare Investmentsand Exits 2019
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Glossary

Big Exits
Big Exits defined as a private, venture-badked merger and acquisition in which the
upfront paymentis $75 million or more for biopharma deals and $50 million or more
for device and Dx/Toolsdeals.

Initial Public Offering
IPO defined as a venture-badked company raising IPO proceeds of $25 million or
more.

Deal Descriptions

Structured Deal defined as a pay-for-performance acquisition where some of the deal
value is paid upfront when the deal closes, but also contains additional value based
on milestones that must be achieved.

All-In Deal defined as an acquisition where the full deal value is paid upon deal close.

Upfront Payments defined as initial proceeds from an acquisition paid upon the close
of a structured deal; they do not include milestones.

Milestones to be Eamed defined as proceeds from an acquisition that are paid once
predetermined milestones are met.

Total Deal Value defined as the full value of the acquisition, including any milestones
to be eamed.

Time to Exit defined as the time from the close of a company’s firstinstitutional
round of financing to theexit.

Step-Up defined as the valuation change from the last round post-money value to the
next round pre-money value.

Corporate Investor
Comporate Investor defined as both corporate venture and parent company
investment into venture-backed companies.

Series A

Series Adefined as all first-round institutional or corporate venture investment, and
all first-round investments equal to or greater than $2M, regardless of investor.

Device Regulatory Definitions

Non-approved defined as a device product that has no regulatory clearance or
approval for its product.

CEMark Only defined as a device company that has CE Mark approval but has not
received FDA approval. CE Mark is a European Union designation that is typically less
difficult to obtain than FDA approval, and the approval process often has a faster
timeline.

510(k) defined as an FDA classification that provides dearance to market typically
without clinical trials.

De Novo 510(k) defined as an FDA classification that provides approval to market but
typical requires clinical trials.

PMA defined as an FDA classification that provides approval to market but typically
requires pivotal clinical trials to collect safety and effectiveness data.

US Commercial defined as a device company that has received FDA approval or
clearance of its product and usually is in commerdial stage.

Indication Definitions

Neurology (neuro) defined as CNS, pain and psychology companies, as well as neuro
implant technologies.

Non-nvasive Monitoring defined as medical data collection through sensors and
other technology.

Dx Tests defined as proprietary Yes/No diagnostictests.

Dx Tools and Analytics defined as actionable data analytics to help determine/direct
treatment.

R&D Tools defined as research equipment/services for biopharma and academia.

Top 15 Crossover Investor

Top 15 Crossover Investor defined as a public-minded investor who strategically
invests in private companies. The top 15list indudes: Casdin Capital, Cormorant
Asset Management, Deerfield Management, EcoR1 Capital, Fidelity Investments,
Foresite Capital Management, Perceptive Advisors, RA Capital Management, Redmile
Group, Rock Springs Capital, Softbank, T. Rowe Price, Viking Global Investors,
Wellington Managementand Woodford Investment Management.
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What is an “IPO”, Anyway?

Securities Law 101:

* For EVERY transaction in corporate securities (i.e., stock), the U.S.
securities laws require the transaction to either (A) be registered with the
SEC or (B) fit into a pre-established exemption to registration

Registration requires filing a registration statement with the SEC (usually on Form
S-1 for IPOs), which has very detailed disclosures about the company that the

SEC deems sufficient for an investor to make an informed decision about whether
to invest in the stock

In most cases, prior to an IPO, a company’s stock transactions have
been exempt from registration (including stock options)

* Most companies start by selling stock to investors as “private placements”,
which are exempt from registration

* When a company sells its stock to the public and reqisters the offering with
the SEC for the first time, it is referred to as the “initial public offering” (IPO)



Why Go Public?

Raise Capital > The IPO is first and foremost a fundraising event
The public market is generally a much easier and
Enhanced Ability to Finance faster forum to raise capital or complete
acquisitions using stock
Create Liquidity / Allow existing employees to monetize equity
|ncentives for Employees awardS (inCIUding through IPO itself) and
attract talent
&MaX|m|ze NearI-Ter.m } Maximize return to existing and new
Long-Term Valuation stockholders
Establish Liquid . e
Trading Market for Shares } Enhance aftermarket performance and liquidity
Create Branding Event > Position company as an industry leader




But there are Disadvantages

Public Disclosures > As a private company, how much you share

publicly is up to you
Audience that watches your every move

Enhanced Scrutiny increases dramatically and there are many

public forums for scrutiny
o Public companies are targeted much more

Liability Exposure frequently and more opportunities exist for

plaintiffs firms to sue

Higher Operating Expenses } Increased legal, accounting and internal
expenses to operate as a public company, in
addition to D&O insurance costs

Stock Price Volatility } While liquidity is low, stock price is often subject
to irrational swings or even manipulation
No Control of Stockholder Base No control over unf.rlendly or antagonistic .
stockholders taking meaningful ownership

positions and exerting influence




Typical IPO Timeline

Organizational

Meeting [typically 4-5
weeks before initial
S-1 submission]

Initial confidential
S-1 filing

Month 2

Investment bank outreach
and “bake-off” and
potential non-deal road
shows

Receive first round

of SEC comments
[approx. 28-30 days
from initial S-1 filing]

Receive second round
of SEC comments

* Continue
responding to
SEC comments

+ Obtain
Nasdag/NYSE
approval for
listing

Month 3

Month 4

Month 5

First day of trading
[day after pricing]

Closing [T+2
after pricing]

Conduct initial rounds of testing-

the-waters meetings

with SEC

« Corporate/capitalization diligence and clean-up

* Review of executive and board compensation

« Consider changes in Board

« Establish Board committees and charters

= |dentify material agreements and required third party consents/notices
« New equity incentive plans

= Establish public company policies

« Scrub corporate website (consistency with S-1)

(confidential)

File Amend. No. 1

+ Publicly file S-1
[must be filed at
least 15 days prior
to start of road

show]

Submit preliminary
price range to
SEC and cheap
stock analysis

File S-1
with price
range, print
prospectus,
start road
show

Conduct
road
show
[approx.
10 days]

SEC declares
S-1 effective

Price offering

« Sign
underwriting

agreement

File final
prospectus
with SEC




Preliminary Action Items and Considerations

Develop corporate presentation and company “story” in preparation of
investment bank meetings

* Consider hiring IR firm to help with this process
Research which investments banks/analysts you want to target
Select legal advisors, accountants and other “hired help”
* Augmenting internal finance team, D&O broker, compensation consultant, etc.

Conduct 409A valuations more frequently and potentially update
methodology

Ensure audit firm is “independent” under PCAOB and SEC rules

Determine if there are any past and/or probable future business acquisitions
and prepare required financials (if any)

Organize and prepare data room with appropriate IPO due diligence
documents



Alternatives to IPO

Sell the Company (M&A)

Many companies run “dual
track” processes with an
IPO and potential sale
transaction

e Reverse Merger ALTERNATIVES

Regulation A Offering

Direct Listing



Reverse Merger: The Basics

* A reverse merger is a transaction in which an existing PubCo
“acquires” a PrivateCo operating company as a means of taking the
private company into the public marketplace

* Typically completed through a reverse merger of PrivateCo with a
subsidiary of PubCo

* PubCo issues new shares to the stockholders of PrivateCo, after which PrivateCo
stockholders own a maijority of the combined company

* PubCo then changes its name to PrivateCo name and changes ticker symbol

* Often, the PubCo is biotech company with failed product candidates
that has ceased developing its IP and has nominal operations and
assets, generally consisting of cash or cash equivalents and no
material liabilities



Existing
PubCo
Stockholders

100% of
PrivateCo
Stock

PrivateCo L

PrivateCo

Stockholders

Reverse Merger: Structure

Existing

o PEECG PrivateCo
A Stockholders
) (maijority)

New PubCo
Stock

PrivateCo
(subsidiary)



Reverse Merger vs IPO

Myth: Lower Cost

* Reality: Much of the work to draft the company‘s SEC disclosures and prepare audited
financial statements is the same as for an IPO, plus there is the need to negotiate a merger
agreement, diligence the PubCo “target”, solicit the stockholder vote and hold a special
stockholder meeting

Myth: Speedier Process

* Reality: Although a reverse merger can be completed within 3 months, they generally also take
4-6 months

Myth: Less Marketing Effort

* Reality: While reverse mergers aren’t marketed in a “road show” like an IPO, obtaining a
shareholder vote can require significant effort (especially if PubCo has a significant retail base
or if influential PubCo stockholders openly oppose the deal)

Reality: More Deal Certainty

* Once a reverse merger is signed between the two companies, obtaining the PubCo
stockholder vote is the only major uncertainty, as opposed to IPOs that are subject to market
risk, investor appetite and valuation pressure

Myth: Same Result

* Reality: While the PrivateCo will effectively be publicly traded, there are major differences in
the post-deal stockholder base and analyst coverage following an IPO vs. reverse merger



Preparing for the Reverse Merger Process

Readiness

* PrivateCo should consider readiness to be public, including board and
management changes (no different than IPO)

Concurrent Investment

* Consider whether a financing will be needed in addition the PubCo’s cash

Outside Advisors

* Consider whether PrivateCo will engage a financial advisor (investment bank) for
the process; other advisors similar to IPO

Exchange Ratio / Merger Consideration

* Consider the treatment of outstanding PubCo equity and legacy assets

Financial Statements

* Audited financial statements from PrivateCo will need to be prepared prior to filing
a Proxy or S-4 registration statement



Other IPO Alternatives

* Regulation A Offering

Sometimes referred to as a “mini-IPO”
Limit of $50M in offering size

Instead of S-1 registration statement for IPO, SEC requires an offering
memorandum with many, but not all, of the disclosures required in an S-1

On-going SEC reporting obligations, but “light” version of full reporting that normal
public companies do

Exchange listing is significant item to consider

* Direct Listing

Does not involve an actual sale of securities (not a financing event)
Start SEC reporting voluntarily and apply to list on a national exchange

Biggest hurdle is proving the market value and trading price of the stock (NYSE
and Nasdaq have minimum requirements) when there has been no public
marketing effort or public trading history



Traditional exits and
value creation

Camron Uhr and Peter Bartholomew
Deloitte Transactions and Business Analytics LLP
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HK’s new listing rules and
updates on pre-revenue
biotech companies



HK listing of biotech companies new rules effective 30 April 2018

« There is a new chapter added in the Main Board Listing Rules to facilitate the listing of
Biotech companies.

« Biotech companies that do not meet any of the three financial eligibility test for Main
Board listing could be suitable to list under the new chapter if they can demonstrate

the following features:

— has at least one product/process/technology (see further details on page 9) which
has proceeded beyond the concept stage (for example, having passed Phase I stage
in relation to the clinical trial of a drug regulated by relevant drug and safety
authorities such as the FDA (US), CFDA (China) or EMA (Europe) (Competent
Authority) and has received all the necessary regulatory approvals to proceed to

Phase II);

- has been primarily engaged in research and development (R&D) for the purposes of
developing new or innovative products/ processes/ technologies;
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Listing of biotech companies new rules effective 30 April 2018

- has been engaged with the R&D of its product/ process/ technology for a minimum of 12 months

prior to listing;

- has as its primary reason for listing the raising of finance for R&D to bring identified products /

processes / technologies to commercialization;

- has previously received meaningful third party investment** from at least one sophisticated
investor at least six months before the date of the proposed listing;

** As an indicative benchmark the following investment amount will generally be "considered as a meaningful

investment" :

Applicant with a market capitalisation between

Investment % on issued share
capital of applicant at the time of
listing

HK$1.5 billion to HK$3 billion

Not less than 5%

HK$3 billion to HK$8 billion

Not less than 3%

More than HK$8 billion

Not less than 1%

Copyright © 2019 Deloitte Development LLC. All rights reserved.
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Listing of biotech companies new rules effective 30 April 2018

—has registered patent(s) and/or patent application(s) and/or intellectual
property in relation to the new technologies or innovations that form the
basis of its listing application;

—has been in operation in its current line of business for at least two financial
years prior to listing under substantially the same management;

-must also meet the enhanced working capital requirements set out by the
Exchange (125% of the issuer's current requirements for at least the next
12 months after taking into account the proceeds from IPO); and

—have a minimum expected market capitalisation at the time of listing of
not less than HK$1.5 billion (US$192 million).
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Listing of biotech companies
Details of products/processes/technology that have developed beyond
concept stage

Pharmaceutical (small molecule drugs)

« completed Phase I or, for previously approved products (e.g. FDA s 505(b)(2)) at least one trial on
human subjects; and

* no objection to commence Phase II (or later)

Biologics
» completed Phase I, or for biosimilar at least one trial on human subjects; and
* no objection to commence Phase II (or later)

Medical devices (including diagnostics)

« Class II medical device (or equivalent) or above;
- at least one trial on human subjects;
« endorsed or no objection to proceed to further clinical trials or commence sales of the device

Other biotech products

» will be considered on a case-by-case basis;
* need to demonstrate it is beyond concept stage;
 appropriate framework or objective indicator for investors to make an informed investment decision
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Why list in Hong Kong?



Why list in Hong Kong?

Predictable listing International investors Appetite for

_ companies of different
timetable 4390 of market sizes and industries

~ 6 - 9 months B turnover in past Less than
decade US$0.2b-US$1b+

_ o _ Ability to raise
A platform for eminence building for Chinese RMB funds
Mainland development/Stock connect with Chinese

Mainland investors in secondary market Follow-on offerings
Dim-sum bonds

Strong fundraising capability

TOp 3 globally in IPO funds raised

Rising post-IPO funds raised to 3 times+ of IPO funds

Copyright © 2019 Deloitte Development LLC. All rights reserved. San Diego Art of the Exit




Why list in Hong Kong?

Transparent listing review process

Ability to leverage Chinese Mainland’s economic Free flow of capital
growth and internationalization and information

Strong, reliable and Advanced clearing and Framework for
stable legal and settlement cornerstone
financial regimes infrastructure investors

Acceptance of listing of non-standard governance structure and pre-revenue
and pre-earnings biotech companies
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A Hong Kong IPO journey



Major IPO steps

Decide to go public

Seek for strategic investors where necessary

Undertake accounting, legal and other due diligence

Prepare prospectus for listing application

Obtain regulatory approvals

Market the shares
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Performance of HK’s IPO
market in 2018



HK’s IPO market continued to break through and form a new IPO
landscape in 2018

Rose to be the top global

IPO market again Launched new listing rules

Introduced the "New Third

Successfully repositioned
Board + H Shares" model

GEM

Swift listings of two
mega IPOs with WVR
structures

Successful listings of five
pre-revenue biotech
companies, including the
first IPO under the "New
Third Board + H Shares"
model

More new economy companies,
especially the Chinese unicorns
went public or applied to go public
in Hong Kong

O
®
@
®

Source: Hong Kong Stock Exchange (HKEX) and Deloitte s analysis as at 31 December 2018, excluding proceeds raised from the exercise of over-allotment options of 16 newly
listed companies on the MB, which did not announce their price stabilization actions by 31 December 2018.
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HK’s IPO market benefited from the
performed well in 2018

+ The number of new listings hit a new record high

« The number of MB IPOs returned to the normal level
which was way higher than that of GEM IPOs

* Funds raised from large IPOs including three new
economy mega IPOs took up for over 70% of the
total proceeds

2018

208
new listings

HK$286.6
billion

new listing rules and

2017

161
new listings

HK$128.3
billion

New listings
+29%

Proceeds raised
+123%

Source: HKEX and Deloitte s analysis as at 31 December 2018, excluding proceeds raised from the exercise of over-allotment options of 16 newly listed companies on the MB,

which did not announce their price stabilization actions by 31 December 2018.
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Applications and listing
situation of pre-revenue
biotech companies in HK



Number and distribution of biotech companies that apply for and
have completed listing under Chapter 18A of MB Listing Rules in
HK

1.CanSino Biologics* 1 Hua Medicine B
2.MicuRx Pharmaceuticals 2. Innovent Biologics — B

3.Shanghai Junshi
Biosciences - B
4.Cstone Pharmaceuticals - B

1.BeiGene - B 5. Mabpharm

2.Ascletis Pharma - B

3.Shanghai Biotech - Henlius

Source: HKEX, Deloitte s analysis as at 25 March 2019. .
* Passed Listing Hearing Total: 10
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Typical accounting and
audit issues



Typical accounting and audit issues

Revenue
recognition
(IFRS 15)

Share-based
payment
transactions
(IFRS 2)

Copyright © 2019 Deloitte Development LLC. All rights reserved.

Biotech
companies

R&D expenses
(IAS 38)

Funding and financing
arrangements (IFRS 9)
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Key disclosure requirements

Listed
company

l l Other

Accounting

standards

regulations
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Key disclosure requirements - Accounting standards

* Hong Kong Financial Reporting Standards (HKFRS) issued by the Hong Kong Institute of Certified
Public Accountants (HKICPA)

» International Financial Reporting Standards (IFRS) issued by International Accounting Standards
Board (IASB)

» Generally Accepted Accounting Principles in the United States of America (US GAAP) - for secondary
listing or dual listing in Hong Kong

* EU-IFRS, the IFRS (as adopted by the European Union), for use by EU companies*

For secondary listing in Hong Kong:

« Japan Generally Accepted Accounting Principles (JGAAP)

* Australia Generally Accepted Accounting Principles(Australian GAAP)
« Canada Generally Accepted Accounting Principles(Canadian GAAP)

» Singapore Financial Reporting Standards

» Generally Accepted Accounting Practice in the UK (UK GAAP)
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Summary of work performed by reporting accountants in a
prospectus

Reporting accountants are normally required to give comfort on
financial information in a prospectus including:

* Accountants report

*Management discussion and analysis on results of operations and statement of financial
position items

« Liquidity, financial resources, and capital structure
*Indebtedness statement

* Profit forecast

*Pro forma financial information

*Trading record

« Various other selected financial information in the Summary, Risk Factors, Financial
Information, Business and Director, *"Management and Staff”

*Due diligence review of internal controls - Practice Note 21
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Review of working capital
sufficiency



Listing requirements

A statement by the directors that in their opinion the
working capital available to the group is sufficient or, if
not, how it is proposed to provide the additional working
capital thought by the directors to be necessary.

Copyright © 2019 Deloitte Development LLC. All rights reserved. San Diego Art of the Exit 73



Proforma wording in prospectus

Working capital

"The Directors are of the opinion that, taking into account [its internally generated
and available funds, its currently available banking facilities and the estimated net
proceeds of the Global Offering___ .], the Group has sufficient working capital to
satisfy [at least 125% of]* its present requirements".

Generally means a period of at least
—> 12 months following the issue of
the prospectus

* Requirement specific for listing of biotech companies
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Due diligence review of
internal controls - Practice
Note 21



Due diligence review of internal controls - Practice Note 21

*Sponsors are required to make due diligence inquiries regarding the
issuer's financial procedures, systems, and controls and to declare to the
HKEx as to the sufficiency of these processes.

*The review is always outsourced to reporting accountants as well.
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Panel

Interview with the
CFO

Moderator: Bruce Rucks, Deloitte & Touche LLP
Panelists

Andrew Jackson, Ra Medical

Jay File, Evofem

Jill Broadfoot, Emerald Health Pharmaceuticals
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Closing, evaluations,
and networking lunch
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As used in this document, “Deloitte” means Deloitte & Touche LLP, which provides audit, assurance, and
accounting services and Deloitte Transactions and Business Analytics LLP, which provides M&A, advisory,
securitization, and restructuring services. These entities are separate subsidiaries of Deloitte LLP. Please see
www.deloitte.com/us/about for a detailed description of our legal structure. Certain services may not be
available to attest clients under the rules and regulations of public accounting.
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