SUMMIT

BIOSCIENGES INC.
Quality, Integrity and Passion

Company Overview & Project Summary
Lexington Jobs Fund

Summit Biosciences is & specialty pharmaceutical company focused on developing, manufacturing and
commercializing generic and innovative nasal spray drug products. In addition to developing our own
products, we provide contract development and manufacturing services to our partners and to our clients
for a wide variety of nasally delivered drug products and delivery systems.

Our headquarters and FDA approved manufacturing plant are located in Lexington, Kentucky on the
University of Kentucky’s Coldstream Research Campus. Our facility contains a cGMP laboratory, cGMP
manufacturing and warehousing areas, offices and utility areas to support commercial manufacturing
operations. OQur manufacturing facility is dedicated to the formulation, filling, assembly, packaging and
testing operations of nasal spray drug products. Our cleanrooms and equipment are designed to enable us
to fill aseptically or terminally sterilize our products. The manmifacturing facility, associated systems and
equipment have been designed to be in full compliance with FDA ¢GMPs. Security systems and controls
in comgpliance with DEA regulations have been installed, inspected and approved by the DEA.

We have recently leased approx. 3,500 square feet of warehouse space also located on the University of
Kentucky’s Coldstream Research Campus. We cutrently employ 28 full time people and 6 part time

people.

We currently have two products, which we partnered with Lannett Company, under review with the FDA.
We anticipate approval of these two products later this year or early 2015. We also have several multi-
million dollar development and manufacturing contracts with two mid-sized pharmaceutical companies.
We anticipate manufacturing at a commercial scale for both of these pharmaceutical companies once their
products are developed and approved for sale by the FDA.

Because of our growing business, we need to expand our manufacturing and lab facilities. We are
actively looking to buy, lease or build a building of approximately 35,000 square feet in the Lexington,
KY area for our expansion. We are applying for a $100,000 grant with the Lexington Jobs Fund with the
proceeds to cover rent, payroll and other operating costs related to the new building,. We are not
requesting funds for construction of & building. We anticipate that within two years of the project, we
will have created 9 new jobs with an average hourly rate of $42.31 as a result of our expansion. The
expansion will allow us to generate millions of dollars of revenue from the manufacturing of the two
nasal products currently under review with the FDA and from our growing contract manufacturing

business.

Please call me (859.254.0180) with any question on our company or our planned expansion,

Sincerely,

Greg Plocinski
Chief Operating Officer

UK Coldstream Research Campus o 1513 Bull Lea Road & Lexington, KY 406511 o P{859) 254-0180 » F {859) 254-0137




APPLICATION FOR JOBS FUND INCENTIVES
CERTIFICATION OF APPLICATION Rev 52014

Company Name

CERTIFICATIO
Eligibllity for financial assistance is determined by the informalion presented In this application and in the required
attachments. Any changes in the status of the proposed project from the facts presented herein, inciuding but not imited to
the commencement of construction, any public announcement or legal commitment {e.g., lease or contract) without
contingency language, could jeopardize the project's eligiblity for incentives. Piease contact the staff of the LFUCG before

taking any action which would change the status of the project as reported herein.

I, the undersigned, on behalf of the applicant, hereby represent and certify that the foregoing application information,
including all attachments, to the best of my knowledge, is (a) true, complete and accurate with respect to the information
concerning the proposed project for which financial incentives are sought; and (b) does not contain any information for which
any entity competing with the applicant may claim a proprietary interest.

Select which of the following is applicable:
For a new location project, | represent and certify that, but for the financial incentives being provided through this
application, the proposed project could not reasonably and efficiently locate in Lexington and would likely locate

outside of Lexington.

For an expansion project, | represent and certify that the financial incentives being provided in this application are
necessary for the expansion to ocour,

The undersigned, on behalf of the applicant, acknowledges that information conlained wilhin the application and its
attachments may be subject to public disclosure to the extent required by law. Notwithstanding the above, except as
otherwise agreed to by the applicant in wiiting, no confidential or proprietary application information shall be knowingly
disclosed by the LFUCG if an appropriate legal exception exists. Information reporied to the Economic Development
Investment Board or the Urban County Councii with regard to the incentive agreement, employment numbers, average wages,
investment, eligible costs, approved costs and other information as required by an incentive agreement shall be available for
public disclosure.

The undersigned, on behalf of the applicant, acknowledges that the applicant will be required to self-report annually the
total amount of incentives claimed for each year during the term of the incentive agreement and agrees to provide this
information annually, Failure to provide the information may result in suspension of incentives.

In addition, the undersigned, on behalf of the applicant, acknowledges and grants permission to the LFUCG to share any
and all information conlained within the application and its attachments with appropriate state agencies, local jurisdication{s})
and contracted consultants to determine the feasibility and potential impacts associated with the project for which incentives
are sought,

' [CO0 I
Signature/ / Title
LWy
[Gregory Piucinski | [ [0-15- 2o/ |
Print Name Date

For Electronic Signature: The person responsible for signing the document may type his/her name in the signature field, bul
the name must be preceded by a /5" (e.g., /s Jim Smith). An email is also required from the signer providing a statement
certifying/authenticaling the typed signature on the document is his/er signature.
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Strothman and Company

Ceritified Public Accouniants and Advisors
1600 Waterfront Plaze

325 West Main Street

Louisvilie, KY 40202

502 585 1600

N\

Independent Auditors’ Report Strothman+Co

To the Board of Directors
Summit Biosciences inc.
Lexington, Kentucky

Report on the Financial Statements

We have audited the accompanying financial statements of Summit Biosciences Inc. {the "Company"},
which comprise the balance sheets as of December 31, 2013 and 2012, and the related statements of
operations, stockholders' deficit, and cash flows for the years then ended, and the related notes fo

financial statements.
Management's Responsibility for the Financia! Statements

Management is responsible for the preparstion and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this inciudes
the design, implementation, and maintenance of internal confrol relevant fo the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditors’ Responsibiiity

Our responsibility is to express an opinion on these financia! statemenis based on ouwr audits. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audits to obtain reasonable assurance
about whether the financia! statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstalement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditors consider internal control relevant to the Company's
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Company's internal control. Accordingly, we express no such opinion., An audit also inCludes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the

financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

www.strothman.com




Opinion

in our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Company as of December 31, 2013 and 2012, and the results of ifs operations
anhd its cash flows for the years then ended in accordance with accounting principles generally accepted
in the United States of America.

STHOD AN AV compamy

Louisville, Kentucky
June 5, 2014



Balance Sheels

Summit Biosciences Inc.

Assels

Current Assets
Cash
Accounts receivable
inventories
Prapai¢ expensas and other current assets

Total Current Assets

Equipmant
Leasehold improvements

Less accuinulated depreciation and amorization
Property and Equipment

Other Assets
Deferred ingoma tax assel
Intangitle assels

Total Other Assets

Lisbilities and Stockholders' Deficit

Current Liabilities
Accaunts payable
Actrued expenses
Current maturities of notes payzble
Cusrent maturities of capital flease obllgations

Tolal Cutrent Lisbitities

Long-Term Debt
Notes payabls, fess current maturities
Capital lease obligations, legs current maturities
Accrued dividends
Deterred salaries
Loan from founder

Total Long-Term Liabilities

Stockholders® Deficit

Satles A converlible preferred stock, $0.0001 par velue, 7,200,000
shares authorized and 4,280,000 issued and oulstanding
Common stock, $0.0001 par value, 12,800,000 shares
authorized and 3,950,000 issued and outstanding

Additional paid-in capital
Defcit accumulated

Totsl Stockholders’ Defictt

See Notes to Financial Stalemenits

Total Assels

Total Liakliities ardi Stockholders’ Deficit

December 31
2013 2012
$ 337,802 $ 55,037
852,920 218,550
9,500 8,500
23,530 25,564
1,223,752 308,651
437,33 388,255
68,750 68,750
506,084 457 006
325,798 238,764
180,286 218,241
100,600
12,609
100,000 12,609
§ 1,504,038 $ 538,501
$ 376,251 75,531
118,276 105,377
62,500 82,605
11,154 11,046
£68,181 254,559
62,500 125,000
a77 13,135
808,037 361,389
328,735 363,092
432,789 363,083
1,433,038 1,195,703
428 asg
331 391
4,467,240 3,970.570
(4,965,240} (4,882,117}
(497 181) (910,767}
$ 1,504,038 $ 539,501




Statements of Operations

Summit Biosciences Inc.

Revenues
Contract manufacturing revenues
Grants
Other revenues

Total Revenues

Operating Expenses
Direct manufacturing expenses
Research and development
Personnel
Occupancy
Telecommunications
Professional
Travel
Other operating expenses
Other depreciation and amortization

Yotal Operating Expenses

Other Income (Expense)
Interest income
Questioned grant expenses
Forgiveness of debt income
Inlerest expense

Total Other Income (Expense)

Operating Loss

Net Income (Loss) Before Income Taxes

Income Tax Benefit

See Notes to Financial Statements

Net Income (Loss)

Year Ended December 31

2013 2012
3029008 § 566,946
17,720 23611
500,780 952,387
3,547,517 1,542,944
1,570,063 302,039
1,041,822 1,319,055
567,736 419,044
133,957 78,836
8,067 4,456
67,216 39,380
10,884 5,431
166,013 53,269
51,202 30,513
3,616,960 2 252,023
(69,443) (709,079)
2,389 3,419
72,240 (72,240)
62,152 60,268
(1,213) (712)
135,568 (9,265)
66,125 (718,344)
97,400
163,525 §  (718,344)
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Statements of Cash Flows

Summit Biosciences Inc.

Operating Activities
Net income (Joss)
Adjustments to reconcile net incoma (loss) to net
cash used in operating activities
Depreciation and amortization
Noncash compensation from stock options
Feorgiveness of debt income
Deferred salaries
Loss on disposal of intangible assets
Deferred income tax benefit
Changes in operaling assets and liabilities
Accounts receivable
Inventories
Prepaid expenses and other current assets
Accounts payable
Accrued expenses
irdangible assets

Net Cash Used In Operating Activities

investing Activities
Purchases of property and equipment

Financing Activities
Payments on notes payable
Payments on capital lease obligations
Advances from founder
Proceeds from issuance of preferred stock

Net Cash Provided By Financing Activities

Increase {Decrease) in Cash

Cash Beginning of Year

Cash End of Year

Supplemental Disclosure of Cash Flow Information
Interest paid

See Notes to Financial Statements

Year Ended Dacember 31

2013 2012

$ 183525 § (718344)
87,034 92,464
65,059 38,730

(62,152) (60,268)
25,643 72,370

12,609
(100,000)

(634,370} (217,742)
76,950

2,034 (2,533)

300,720 (52,269)
12,899 54,867

(12,600)

(126,999) (731,384)

(49,079) (25,915)

(453) (3,496)
(12,050) (20,608)
39,696 48,827
431,650 675,000
458,843 699,725
282,765 (57,574)
55,037 112,611

§ 337,802 $ 55037
$ 1213 § 2,157




Notes fo Financial Statements
Summit Biosciences Inc.

December 31, 2013 and 2012

Note A--Description of Business

Summit Biosciences inc. (the "Company"} is a Delaware corporation. The Company is a specialty
pharmaceutical company located in Lexington, Kentucky and is focused on developing, manufacturing
and commercializing generic and innovative nasal spray drug products distributed throughout the United

States.

The Company’s goal is to become a leader in the field of intranasal pharmaceutical drug product
development and manufacturing. The Company intends to accomplish this by applying its unigue
formulation and manufacturing expertise and by leveraging its low cost, state-of-the-art cGMP
manufacturing and packaging equipment 1o address a high-growth, niche market.

For the period of inception {October 22, 2009) through December 31, 2012, the Company was a
development stage company. During the year ended December 31, 2013, the Company began to
generate significant revenues and principal operations commenced refated 1o intranasal pharmaceutical
drug products. Therefore, effective Jdanuary 1, 2013, Company was no longer a development stage

company.

Note B~-Summary of Significant Accounting Policies

The Company follows generally accepled accounting principles as oullined in the Financial Accounting
Standards Board's Accounting Standards Codification. Significant accounting policies are as follows:

Accounts Receivable--Accounts receivable consists of fees from customers for contract manufacturing
services. The Company has not experienced any bad debts to date and has not recorded an allowance

for doubtiul accounts as of December 31, 2013 and 2012
Inventories--Inventories are stated at the lower of cost (first-in, first-out method) or market.

Property and Equipment-The Company's policy is to capitalize asset purchases exceeding $1,000 with a
useful life greater than one year. Property and equipment are stated at cost less accumulated
depreclation and amertization. Depreciation and amortization expense is calculated on the straight-ine
method. Depreciation and amortization expense for the years ended December 31, 2013 and 2012 is
$87,034 and $92,464, respectively. The estimated useful lives of the assets, as follows:

Computer equipment 3 years

Equipment 2 -5 years
Manufacturing equipment 10 years

Continued




Notes to Financial Statements—-Continued
Summit Biosciences Inc.

December 31, 2013 and 2012

Note B~Summary of Significant Accounting Policies--Continued

Impairment of Long-Lived Assets—Long-lived assets are reviewed for impairment whenever events or
changes in circumstances indicate that full recoverabiiity is questionable. Management evaluates the

recoverability of egquipment using several factors in the valuation including, but nof limited to,
management's plans for future operations, recent operating results and projected cash flows. Impairment
losses are recognized when the fair value of the assets is less than their carrying amount. Management
has determined there were no charges for impairment during the years ended December 31, 2013 and

2012.

intangible Assets--During 2012, the Company filed a patent related fo substance and alcoho! abuse
treatment under development. This patent is stated at cost less accumulated amortization. Amortization
expense is calculated on the straight-line method over the life of the patent. As of December 31, 2012,
the patent was in the process of being filed and the associated legal fees had been included in the
accompanying balance sheet. The Company had not received award notification of the patent before
December 31, 2012; therefore, no amortization expensé was recorded in the accompanying financial
statements. As of December 31, 2013, the Company determined that the patent did not have any
economic feasibility. Therefore, the patent was expensed as of December 31, 2013 and the related legal
fees are included as professional fees on the accompanying statements of operations.

Revenue Recognilion—The Company recognizes revenues from customers when the products have been
shipped to the customers. The Company recognizes revenue from milestone contracts when the

performance obligations have been met by the Cormpany.

income Taxes--The Company is taxed as a corporation under the internal Revenue Code. Accordingly,
federal and state income taxes are imposed on the Company in the accompanying statements of

operations.

Deferred income taxes are recognized for temporary differences between income for financial statement
purpases and income for tax purposes. The difference bstween the financial statement and tax bases of
assets and liabilities is determined annually. Deferred income tax asseis and liabilities are computed for
those differences that have future tax consequences using the currently enacted tax laws and rates that
apply to the periods in which they are expected fo affect taxable income. Valuation allowances are
established, if necessary, to reduce the deferred tax assets to the amounts that will more likely than not
be realized. Income tax expense is the current tax payable or refundabie for the period plus or minus the
net change in the deferred tax assels and liabilities.

Certain transactions of the Company may be subject to accounting methods for federal income tax
purposes which differ significantly from the accounting methods used in preparing the consolidated
financial statements in accordance with generally accepted accounting principles. Accordingly, the net
income of the Company reported for federal income lax purposes may differ from net income in these
financial statements.

Continued



Notes to Financial Statements--Continued
Summit Biosciences Inc.

December 31, 2013 and 2012

Note B--Summary of Significant Accounting Policies--Continued

Accounting for Uincertain Tax Positions--The Company accounts for uncertain incorne tax positions in

accordance with generally accepted accounting principles, which prescribe a comprehensive model for
how a company should measure, recognize, present, and disclose in its financial statements uncertain tax
positions that the company has faken or expects to fake on a tax return. The Company recognizes the fax
benefits from uncertain tax positions only if it is more likely than not that the tax position will be sustained
on examination by the taxing authorities, based on the technical merits of the position. The tax benefits
recognized in the financial statements from such positions are measured based on the iargest benefit that
has a greater than 50% likelihood of being realized upon uitimate setilement.

It is the Company's policy {0 expense any interest and penalties associated with uncertain income tax
positions in the year that the fax position is taken on the tax return. interest is reported as interest
expense and penalties are reported as other expenses.

For the years ended December 31, 2013 and 2012, the Company determined it did not have any
uncertain tax positions and the Company did not incur or accrue any associated interest or penalties

related to those positions.

The Company's open audit pariods are 2010 through 2013. In evaiuating the Company's tax provisions
and accruals, fulure taxable income, the reversal of temporary differences, interpretations, and tax
planning strategies are considered. The Company believes their estimates are appropriate based on

current facts and circumstances.

Research and Development Costs--Research and developrment costs are expensed as incurred.

Fair_Value of Financial Instruments--The carrying amounts for cash, accounts receivable, accounts
payable and accrued expenses approximate their fair value due to their short maturity and variable rates

of interest.

Use of Estimates—The preparation of financial statements requires management fo make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements, and the reported amounts of revenues and expenses
during the reporting period. Actual resulis could differ from those estimates.

Subseqguent Events-in preparing these financial statements, the Company has evaluated events and
transactions for potential recognition or disclosure through June 5, 2014, the date the financial statements

were available to be issued.

Note C—Inventories

Inventories at December 31, 2013 and 2012 consist of $9,500 in raw component materials for
manufacturing intranasal pharmaceutical products.




Notes to Financial Statements—Continued
Summit Biosciences Inc.

December 31, 2013 and 2012

Note D--Notes Payable

Notes payable consist of the following:

December 31
2013 2012
Note payable to a government agency, due in four annual
instalimenis of $62,500 unless certain employment
requirements have been met, then payments are walved.
The note bears no interest and matures on June 3¢, 2015
and is coflateralized by a letter of credit. $ 125000 $ 187,500
Notes payable repaid during current year 105
125,000 187,605
Less current maturities (62,500) {62,605)

$ 62,500 $ 125,000

During the years ended December 31, 2013 and 2012, the Company paid $348 and $2,232, respectively,
for not achieving the required employment targets related to this note payable. The portion of this note
payable that was forgiven by the government agency is included in forgiveness of debt income on the
accompanying statements of operations.

If the employment criteria discussed above is not met, future maturities of notes payable are as follows:

2014 $ 62,500
2015 62,500
5125000

Note E--Letter of Credit

The Company has an unused letter of credit for the years ended December 31, 2013 and 2012 in the
amounts of $125,000 and $187.500, respectively. The lefler of credit was established for collateral on the
unpaid principal balance of the note payabie listed above to a government agency.

“10-



Notes to Financial Statements--Continuged
Summit Biosciences Inc.

December 31, 2013 and 2012

Note F--Capital Lease Obligations

The Company leases certain equipment under terms that are classified as capital leases. Capital lease
obligations consist of the following:

December 31
2013 2012
Capital lease obligation payable to 2 lease financing
company with interest at 10.99%; monthly principal and
interest payments of $1,004 through February 2015;
collateralized by equipment 3 12,131 $ 23,134
Capital lease obligation repaid during current year 1,047
12,131 24,181
Less current maturities (11,154) (11,046)
Total Long-Term Capital Lease Obligations  § 977 $ 13,135

The following is a schedute of future minimum capital lease payments as of December 31, 2013:

2014 $ 12,048
2015 2,008
Total minimum lease payments 14,056
Amount representing interest {1,825}
Present value net minimum lease payments 12,131
Less current portion (11,154)
tong-Term Portion  $ 977

Equipment acquired under capital leases included in the balance sheets consists of the foliowing:

Year Ended December 31

2013 2012
Equipment $ 60,850 $ 60,850
Less accumutaled amortization (49,519) {38,890)

$ 11,331 $ 21,980

“11-



Notes to Financial Statements—Continued
Summit Biosciences Inc.

December 31, 2013 and 2012

Note G--Preferred Stock

The Company authorized 12,800,000 shares of $0.0001 par value common stock and 7,200,000 shares of
$0.0001 par value preferred stock. During the years ended December 31, 2013 and 2012, 405,000 and
675,000 shares of preferred stock were issued for $431,650 and $675,000, respectively. Stock wamanis
were altached to preferred stock shares issued during 2013 for a total of 190,000 shares. Of which,
165,000 warrants were exercised for $1,650 and were included in the preferred stock totals above. No such

warrants were issued for 2012,

A cumulative dividend of 6% of the original issue price, as defined in the First Amended and Restated
Certificate of Incorporation, is payable upon declaration of the dividend by the Board of Directors. As of
December 31, 2013 and 2012, no dividends have been declared and the accrued dividends included in the
accompanying balance sheets of $608,037 and $361,389, respectively, have been earned by the preferred
stockholders. Under the terms of the First Amended and Restated Certificate of incorporation, the
Company may be required to redeem shares of the preferred stock on or after June 30, 2017, if requested
by the holders of a majority of the outstanding shares of preferred stock. The redemption price would be the
greater of the original issue price pius any unpaid dividends or the fair market value of the shares as of the

redemption date,

The issued and outstanding shares of preferred stock contain voling rights equalt to its equivalent shares of
common stock and are convertible into shares of common stock based upon a formula stated in the

Amended Articies of Incorporation.

The preferred stock agreement contains a number of provisions designed to protect the holders. These
include, among other things, the following:

s+ The Company may not declare or pay any dividends to common stock holders until all accrued

preferred stock dividends have been paid in full,
« The Company may not repurchase, exchange or redeem any commen stock until alb accrued

preferred stock dividends have been paid in fuil.
s Liquidation preference of the criginal issue price of each share plus any accrued but unpaid

dividends on each share.

Note H--Stock Options

The Company has adopted the Summit Bigsciences Inc. 2009 Stock Plan (the "Plan"} under which
1,690,000 shares of common stock have been reserved for the granting of options to the employees of the
Company. The employees bacome vested in their oplion rights at a rate of 25% on the first anniversary
date of the vesting start date with the remainder vesting in equal monthly installments over the three year
period following the first anniversary of the vesting start date. The options are fully vested four years from
the vesting start date. Vested options may be exercised at any time before the expiration of ten years from

the date of the grant.

Continued
12-




Notes to Financial Statements--Continued
Summit Biosciences Inc.

December 31, 2013 and 2012

Note H--Stock Options--Continued

The Company accounts for stock awards using the calculated value method. The Company recognizes
compensation expense for oplions granted. Using the Biack-Sholes option pricing model, management
has determined that the options issued have a calculated value of $1.00 per share.

The Company recognized compensation expensse of $65,058 and $38,730 in the personne! expense in
the accompanying statements of operations related to these stock options for the years ended December
31, 2013 and 2012, respectively. The Company has also recorded an increase in additionai paid-in
capital for the compensation expense related to these stock options.

The assumptions used and the weighted average calculated value of options are as follows:

December 31
2013 2012
Weighted average calculated value of oplions granted $ 1.000 3 1,000
Expected dividend yield - -
Risk free interest rate 2.35% 1.80%
Expected volatility 80.00% 80.00%
Expected term of options in years 10 10
The following is a summary of the option transactions:
Weighted
Average
Exercise
Price
Shares Par Share
Outstanding at January 1, 2012 660,828
Granted - options 455,655 $ 1.0006
Expired/forfeited (77,134) 1.0000
Balance at December 31, 2012 1,048,349 $ 0.7443
Granted - options 69,350 1.0000
Expired/forfeited (31,055) 1.0000

Balance at December 31, 2013 1,087 644 g 0.7547
1

-13-




Notes to Financial Statements—Continued
Summit Biosciences In¢.

Bacember 31, 2013 and 2012

Note i-Income Taxes

The provision for income tax expense (benefit) consists of the following for 2013:

Current
Federal % 20,0600
State and local 2,600
Benefit of net operating loss carryforward (20,000)
2,600
Deferred income tax benefit {1080,000)

Total Income Tax Benetit § !97,«400!

There was no incormne tax expense (benefit) for 2012,

The Company has generated net operating loss carryforwards totaling approximately $3,720,000, which will
expire through 2030.

A valuation aflowance is provided when it is more likely than not that some portion of the deferred tax assets
will not be realized. Based on management’s estimates of future taxable income, a valuation aliowance was

provided to reduce the deferred tax assets based on the expected leve! of future taxable Income.

The amount that would be obtained by applying tax rates to the income (loss) reported in the financial
statements differs from the income tax reported. The 2013 net income before income taxes did not result in
a current income tax expense as the Company reduced its valuation allowance. The $161,000 decreass in
the valuation allowance during 2013 reflects use of nel operating loss camyforwards in 2013 plus an
eslimate of the benefit of net operating loss carryforwards that can be reasonably estimated to be used in
the future. The Company continues to recognize a $1,055,000 valuation aliowance related to its remaining
unused net operating loss camyforward because of the uncertainty about its reatization. Changes in the
estimated tax benefit that will be realized from the remaining net operating loss camyforwards will be
recognized in the financial statements in the years in which those changes occur.

The tax effect of each temporary difference that results in significant deferred tax assets (liabilities) is as
follows:

Daecember 31
2013 2012
Accelerated methods of depreciation $ (42,000) § (29,000)
Varicus accruals and reserves (66,000) {77.,000)
Net operating loss carryforwards 1,283,000 1,322,000
Valuation allowance (1,055,000} (1,216,000)

$ 100,000 3 -

-14-



Notes to Financial Statements--Continued
Summit Biosciences Inc.

December 31, 2013 and 2012

Note J--Leases

The Company leases its operating facility under an operating lease that expires in May 2015 with five
options to renew for a period of one year each. Total lease expense was $185,833 and $187,917 for the

years ended December 31, 2013 and 2012, respectively,

Minimum future rental payments under noncancellable operating leases are as follows:

Year Endina December 31

2014 $ 200,000
2015 83,333

Total Minimum Future Rental Payments $ 283333

Note K--Retirement Plan

The Company has a defined contribution retirement plan {(under Section 401(k) of the Internal Revenue
Code} that covers all employees 21 years of age and have completed one hour of service. At its discretion,
the Company may match employee contributions and may contribute an additional profit sharing piece at
the end of the year. For the years ended Decamber 31, 2013 and 2012, no such contributions were made.

Note L--Concentrations

The Company receives a significant portion of their revenues, 99% (2013) and 98% (2012), from three
customers.

Note M-Research and Development Contracts

The Company entered into a masler supply agreement {“MSA") with a mid-sized generic pharmaceutical
manufacturing company (“Customer”), on June 9, 2009, The terms of the agreement include the
development, manufacturing and supply of pharmaceutical products for the Customer’s use, distribution
and sale. The term of the agreement is three years from the date on which the Customer receives Food
and Drug Administration ("FDA") approval to use, distribute and seli the product and may be extended, for
additional terms of one year. The Company is recognizing revenue from all products as part of this MSA
using the milestone method as milestones are being met. Under the MSA, the Company receives
$350,000 per product in milestone payments during product development and recognizes the associated
revenues starting with the signing of the MSA and other substantive milestones through the approval of
the Abbreviated New Drug Application ("ANDA'). There are five products covered by the MSA

agreement.

Continued

15




Notes to Financial Statements—~Continued
Summit Blosciences Inc.

December 31, 2013 and 2012

Note M--Research and Development Contracts—Continued

During commercial manufacturing, the Company will be reimbursed for the fully burdened cost per unit.
The Company will also be paid a royalty of 50% on net sales dollars for each product. During 2013, there
was $50,000 in revenue related to this agreement recognized and no revenue was recoghized during
2012. An additional $450,000 was received from the customer during 2013 that is not directly related to
this contract, and is inciuded in other revenues on the statements of operations. The costs associated
with this agreement for the years ended December 31, 2013 and 2012 were approximately $1,011,000

and $838,000, respectively,

if the Customer chooses to not extend the term of the MSA for any developed products, the Company
has the option to purchase all rights to manufacture the product, including access to the Customer's
ANDA, ragulatory fifings and all related documentation for a sum equal to the technoiogy transfer fee of
$350,000 per product. Following full payment to the Customer, ali rights shall transfer to and become

property of the Company.

-16-
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Strothman and Company

Coertified Public Accowntants and Advisors
1600 Waterfront Plaza

325 West Main Street

Louisvifle, KY 46202

502 585 1600
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independent Auditors’ Report Strothman+Co

To the Board of Directors
Summit Biosciences Inc.
Lexington, Kentucky

Report on the Financial Statements

We have audited the accompanying financial staterments of Summit Biosciences inc. (the *Company”), a
develiopment stage company, which comprise the balance sheet as of December 31, 2012, and the
related statements of operations, stockholders' deficit, and cash flows for the period from inception
(October 22, 2009} through December 31, 2012 and for the year ended December 31, 2012, and the
related notes to the financial statements.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or

ermor.

Auditors’ Responsibility

Qur responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement.

An audit invoives performing procedures to obtain audit evidence about the amounts and disclosures in
the financial staternents. The procedures selected depend on the auditors' judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditors consider internal control relevant to the Company's
preparation and fair presentation of the financial statements in order io design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Company's internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the

financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
out audit opinion.

www.sttothman.com




Opinion

tn our opinion, the financial statemenis referred to above present fairly, in all material respects, the
financial position of the Company as of December 31, 2012 and the resuits of its operations and its cash
flows for the period from inception (October 22, 2009) through December 31, 2012 and for the year ended
December 34, 2012 in accordance with accounting principles generally accepted in the United States of

America.
Emphasis of a Matter Regarding Going Concern

The accompanying financial statements have been prepared assuming that the Company will continue as
a going concern. As discussed in Note C to the financial statements, the Company's significant operating
losses from development stage activities raise substantial doubt about its ability to continue as a going
concem uniess adequate additional financing or capital is obtained. The financial statements do not
include any adjustments that might result from the outcome of this uncertainty. Our opinion is not modified

with respect to that matler.

STRopn + Lo

Louisville, Kentucky
June 25, 2013




Balance Sheet

Summit Biosciences Inc.
(A Development Stage Company)

December 31, 2012

Assets
Current Assets
Cash $ 55,037
Agcounts receivable 218,650
Inveniories 9,500
Prepaid expenses and other curent assels 25,564
Total Current Asgets 308,651
Eguipment 388,255
Leasehold improvements 88,750
457,005
Less accumulated depreciation 238,764
Property and Equipment, net 218,241
Other Assets
Intangible assels 12,609
Total Assets § 538,501
P
Liabilities and Stockholders’ Deficit
Current Liabilities
Accounts payable $ 75531
Accrued expenses 106,377
Current maturities of noles payable 62,605
Current maturnittes of capital lease obligations 11,046
Total Current Liabitities 254,559
Long-Term Debt
Notes payable, less current malurities 125,000
Capital feasa obligations, iess current malurities 13,135
Accrued dividends 361.389
Deferred saleries 303,092
l.oan from founder 393,083
Total Long-Term Liabilities 1,185,708
Total Liabilities 1,450,268
Stockholders' Deflcit
Series A Convertible Preferred stock, $0.0001 par value, 7,200,000
shares authorized and 3,875,000 issued and outstanding 334
Common stock, $0.0001 par value, 12,800,000 shares authorized and
3,810,000 issved and outstanding 391
Additional paid-in capital 3,974,570
Deficit accumulated during development stage (4.882,117)
Total Stockholders' Deficit {910,767)
Total Liabilities and Stockholders’ Deficit $ 539,501
= ——--——]

See MNoles to Financia! Staiements



Statements of Operations

Summit Biosciences inc.
{A Development Stage Company)

Revenues
Milestone revenues
Contract manufacturing revenues
Grants
Other revenues

Total Revenues

Operating Expenses
Cost of sales
Research and development
Personnel
Occupancy
Telecommunications
Professional
Travel
Other operating expenses
Depreciation

Total Operating Expenses

Other Income (Expense)
interest income
Questioned grant expenses
Forgiveness of debt income
Interest expense

Total Other income (Expense)

See Notes to Financial Statements

Operating Loss

Net Loss

Pariod of
inception
{October 22,
Year Ended 2009) through
December 31 December 31
2012 2012

$ 650,000

$§ 566,946 683,506
23,611 192,584
952,387 952,387
1,542,944 2,478,477
302,039 302,039
1,319,055 1,970,597
419,044 2,809,924
78,836 608,653

4,456 37,064

39,380 547,884

5431 46,576

53,269 486,704
30,513 176,813
2,252,023 6,986,254
{709,079) (4,507,777}
3,419 5,370
(72,240} (72,240)
60,268 60,268
(712) (6,349)
(9,265) (12,851)
$ (718344) § {(4.520,728)
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Statements of Cash Flows

Summit Biosciences Inc.
(A Development Stage Company)

Operating Activities
Net loss
Adjusiments to reconcile net loss to net
cash used in operating activities
Depreciation
Noncash compensation from stock options
Forgiveness of debt income
Deferred salaries
Changes in operating assets and liabitities
Accounts receivable
inventories
Prepaid expenses and other current assets
Accounts payable
Accrued expenses
Intangible assets

Net Cash Used In Operating Activities

investing Activities
Purchase of property and equipment
Proceeds from sale-leaseback transaction
Advances from founder

Net Cash Provided By (t)sed In)
investing Activities
Financing Activities
Proceeds on notes payable
Payments on notes payable

Payments on capital lease obligations
Proceeds from issuance of preferred stock

Net Cash Provided By Financing Activities
{Decrease) Increase in Cash

Cash Beginning of Period
Cash End of Period

Supplemental Disclosure of Cash Flow Information
Interest paid

Suppiemental Disclosure of Nonecash Investing
and Financing Information
lssuance of stock options

See Notes (o Financiat Statements

Year Ended Cumulative
December 31 Since
2012 Inception
$ (718,344) $ {4,520,728)
92,464 238,764
38,730 85,859
{60,268) (60,268)
72,370 303,092
(217,742} {218,550)
76,950 (9,500}
(2,533} (25,564)
{52,269) 75,531
51,867 105,377
{12,608) {12,609
(731,384) (4,028,496)
(25,918) (471,827)
60,000
48,827 393,093
22,912 (18,734)
253,790
{(3,4986) (5.917)
(20,6086) (20,606)
575,000 3,875,000
650,808 4,102,267
(57,574) 55,037
112,611
$ 55,037 3 55,037
¥ 2,157 $ 6,349
$ 38,730 $ 95,059




Notes fo Financial Statements

Summit Biosciences Inc.
(A Development Stage Company)

December 31, 2012

Note A--Description of Business

Summit Biosciences Inc. {the "Company”) is a Delaware corporation. The Company is a specialty
pharmaceutical company focused on developing, manufacturing and commercializing generic and
innovative nasal spray drug products,

The Company's goa! is to become a feader in the field of intranasal pharmaceutical drug product
development and manufacturing. The Company intends to accomplish this by applying its unique
formulation and manufacturing expertise and by leveraging its low cost, state-of-the-art cGMP
manufacturing and packaging equipment to address a high-growth, niche market.

The Company has invested a significant amount of its effot and cash in research and development
aclivities, The Company is subject to risks common o lechnology-based companies including, but not
limited to, the development of new technology, deveiopment of markets and distribution channels,
dependence on key personnel and the ability fo obtain addifional capital as needed to meet its product

plans.

Note B--Summary of Significant Accounting Policies

The Company follows generally accepted accounting principles as outlined in the Financial Accounting
Standards Board's Accounting Standards Codification ("ASC"). Significant accounting policies are as

follows:

Accounts Receivable--Accounts receivable consists of fees from cusiomers for contract manufacturing
services. The Company has not experienced any bad debts to date and has not recorded an allowance

for doubtfui accounts as of December 31, 2012,
inventories--Inventories are stated at the lower of cost (first-in, first-out method) or market.

Property and Equipment—The Company’s policy is to capitalize asset purchases exceeding $1,000 with a
useful life greater than one year. Property and equipment are stated at cost less accumulated
depreciation. Depreciation expense is calculated on the straight-line method over the estimated useful

lives of the assets, as follows:

Computer equipment 3 years
Equipment 2 -5 years
Manufacturing equipment 10 years

Impairment of Long-Lived Assets--The Company reviews for the impairment of long-lived assets
whenever events or changes in circumstances indicate that the carrying amount of an asset may not be
recoverable. An impairment loss would be recognized when estimated future cash flows expected to
resuit from the use of the asset and its eventual disposition are less than its carrying amount. There were

no charges for impairments of long-lived assets during the year.

Continued




Notes to Financial Statements--Continued

Summit Biosciences Inc.
(A Development Stage Company)

December 31, 2012

Note B—-Summary of Significant Accounting Policies--Continued

Revenue Recognition--The Company recognizes revenues from customers when the products have been
shipped o the customers. The Company recognizes revenue from milestones when the performance

obligations have been met by the Company.

income Taxes--The Company is taxed as a corporation under the internal Revenue Code. Accordingty,
federal and stale income taxes are imposed on the Company in the accompanying statements of

operations.

Deferred income taxes are recognized for temporary differences between income for financial statement
purposes and Income for tax purposes. The difference between the financial statement and tax bases of
assets and liabilities is determined annually. Deferred income tax assets and fiabilities are computed for
those differences that have future tax consequences using the currently enacted tax laws and rates that
apply to the periods in which they are expected to affect taxable income. Valuation allowances are
established, if necessary, to reduce the deferred tax assets to the amounts that will more likely than not
be realized. Income tax expense is the current tax payable or refundable for the period plus or minus the

nat change in the deferred tax assets and liabilities.

Accounting for Uncertasin Tax_Positions--The Company recognizes the tax benefits from uncertain tax
positions only if it is more likely than not that the tax position will be sustained on examination by the

taxing authorities, based on the technical merits of the position. The tax benefits recognized in the
financial stalements from such positions are measured based on the largest benefit that has & greater
than 50% likelihood of being realized upon ultimate settiement.

it is the Company's policy to expense any interest and penalties associated with uncerfain income tax
positions in the year that the tax position is taken on the tax return. Interest is reported as interest
expense and penalties are reported as other expenses.

The Company’s open audit periods are 2010 and 2011. The Company determined they did not have any
uncertaln tax positions and the Company did not incur or accrue any assoclated interest or penalties

related to those positions.

Research and Development Costs--Research and development costs are expensed as incurred.

Fair Value of Financial Instruments--The carrying amounts for cash, accounts receivable, accounts
payable and accrued expenses approximate their fair value due 1o their short maturity and variable rates

of interest,

Use of Estimates--The preparation of financial statements in conformity with accounting principles
generally accepted in the binited States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements, and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

Continued



Notes to Financial Statements--Continued

Summit Biosclences Inc,
{A Deveiopment Stage Company)

December 31, 2012

Note B--Summary of Significant Accounting Policies—Continued

Intangible Assets--The Company has filed a patent related to substance and alcohol abuse freatment
under development. This patent is stated at cost less accumulated amortization. Amortization expense is
calculated on the straight-line method over the life of the patent. As of December 31, 2012, the patent
was in the process of being filed and the associated legal fees have been included in the accompanying
balance sheet. The Company had not received award nofification of the patent before December 31,
2012; therefore, no amortization expense is recorded in the accompanying financia! statements.

Subseguent Events—In preparing these financial staterments, the Company has evalualed events and
transactions for potential recognition or disclosure through June 25, 2013, the date the financial statements

were available to be issued.

Note C~Going Concern

The accompanying financial statements have been prepared assuming that the Company will continue as
a going concern. The Company incurred a net operating loss of approximately $718,000 for the year
ended December 31, 2012 and has a deficit accumulated during the development stage of approximately
$4.9 million at December 31, 2012. Operating losses are expected to continue in 2013, The unceriainty
related to the Company’s ability fo raise additional funds along with the Company's continued operating
losses raises substantial doubt about the Company's abllity to continue as a going concern. The financial
statements do not include any adjustments related to the recoverability and classification of recorded
asset amounts or the amounts and classification of liabilities that might be necessary should the
Company be unable to continue as a going concem. Management believes that additional funding can
be raised through contract manufacturing agreements, pharmaceutical licensing agreemenis, new equity
financing or additional funding from existing investors. In addition, management would adjust operating

expenses for cost containment purposes,

Note D--Inventories

Inventories at December 31, 2012 consist of $9,500 in raw component materials for manufacturing
intranasal pharmaceutical products.




Notes 1o Financial Statements--Continued

Summit Biosciences Inc.
(A Development Stage Company)

December 31, 2012

Note E~-Notes Payable
Notes payable as of December 31, 2012 consist of the following:

Note payabie to a government agency, due in four annual instaliments
of $82,500 unless certain employment requirements have been met,
then paymenis are waived. The note bears no interest and matures
on June 30, 2016 and is coliateralized by a letter of credit. 3 187,500

Note payable to a vendor, due in 36 monthiy installments of $105,
The note bears no interest and final payment is due on

February 26, 2013. The note is collateralized by equipment. 105
187,605
Less current maturities (62,605)

If the employment criteria discussed above is not met, future maturities of notes payable are as follows:

2013 $ 62605
2014 62,500
2015 62,500

$ 187,605

-10-
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Summit Biosciences Inc.
(A Development Stage Company}

Deacember 31, 2012

Note F—-Capital Lease Obligations

The Company leases certain equipment under terms that are classified as capital leases. Capital lease
obligations as of December 31, 2012 consist of the following:

Capital lease obligation payable to a lease financing company with
interest at 14.36%; monthly principal and interest payments of
$1,060 through January 2013; coliateralized by equipment 5 1,047

Capital lease obligation payable to z lease financing company with
interest at 10.99%; monthly principal and interest payments of
$1,004 through February 2015; collateralized by equipment 23,134

24,181

Less current maturities {11,046)

Total Long-Term Maturities  § 13,135

The following is a scheduie of future minimum capital lease payments as of December 31, 2012:

2013 § 13,108
2014 12,048
2015 2,008
Total minimum lease payments 27,164
Amount representing interest (2,983)
Present value net minimum lease payments 24,181
Less current portion (11,046}
Long-Term Portion  § 13,135

Equipment acquired under capital leases included in the balance sheet consists of the foltowing:

Equipment $ 60,850
Less accumulated depreciation {38,890)
3 21 !960

11-
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Summit Biosciences inc.
(A Development Stage Company)

December 31, 2012

Note G--Preferred Stock

The Company authorized 12,800,000 shares of $0.0001 par value common stock and 7,200,000 shares of
$0.0001 par value preferred stock. During the year ended December 31, 2012, 675,000 shares of preferred
stock were issued for $675,000. A cumulative dividend of 6% is payable upon declaration of the dividend by
the Board of Directors. Under the terms of the First Amended and Restated Certificate of Incorporation, the
Company may be reguired to redeem shares of the preferred stock on or after June 30, 2017, if requested
by the holders of a majority of the outstanding shares of preferred stock. The redemption price would be the
greater of the onginal issue price plus any unpaid dividends or the fair market value of the shares as of the

redemption date.

The issued and cutstanding shares of preferred stock contain voting rights equal to ifs equivalent shares of
common stock and are convertible into shares of common stock based upon a formula stated in the

Amended Articles of incorporation.

The preferred stock agreement contains a2 nhumber of provisions designed to protect the holders. These
include, among other things., the following:

+ The Company may not declare or pay any dividends to common stock holders until all accrued
preferred stock dividends have been paid in full,

» The Company may not repurchase, exchange or redeem any common stock untl all accrued
preferred stock dividends have been paid in full.

¢ Liquidation preference of the original issue price of each share plus any accrued but unpaid
dividends on each share.

Note H~Stock Options

The Company has adopted the Summit Biosciences Inc. 2009 Stock Plan (the "Plan"} under which
1,690,000 shares have been reserved for the granting of optlons to the employees of the Company. The
employees become vested in their option rights at a rate of 25% on the first anniversary date of the vesting
start date with the remainder vesting in equal monthly instailments over the three year period following the
first anniversary of the vesting start date, The oplions are fully vested four years from the vesting start date.
Vested options may be exercised at any time before the expiration of ten years from the date of the grant.

The Company accounts for stock awards using the calculated value method. The Company recognizes
compensation expense for aptions granted. Using the Black-Sholes option pricing model, management
has determined that the options issued have a calculated value of $1.00 per share.

During 2012, the Company has racognized compensation expense of $38,730 in the personnel expense

in the accompanying statement of operations related to these stock options. The Company has also
recorded an increase in additional paid-in capital for the compensation expense related to these stock

options.

Continued
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Notes to Financial Statements--Continued

Summilt Blosciences Inc.
{A Development Stage Company)

December 31, 2012

Note H~Stock Options—Continued

The assumptions used ang the weighted average calculated value of options are as foliows for the year
ended December 31, 2012:

Waeighted average calculated value of options granted 5 1.000
Expected dividend yield -
Risk free interest rate 1.80%
Expected volatility 80.00%
Expected term of options in years 10
The following Is a summary of the option transactions:
Weighted
Average
Exercise
Price
Shares Per Share
Outstanding at December 31, 2011 660,828
Granted - options 465,655 5 1.0000
Expiredfforfeited {77,134) 1.0000
Exercised

Balance at December 31, 2012 1,049,349 8 0.7443

Note I-fncome Taxes

The Company has generated net operating loss carryforwards totaling approximately $4,105,000, which will
expire through 2030,

A valuation allowance is provided when it is more likely than not that some portion of the deferred tax assets
will not be realized. During the year ended December 31, 2012 and based on management's estimates of
future taxable income, a valuation allowance was provided to reduce the deferred tax asset, based on the
expected ievel of future taxable income. The Company defermined that a valuation allowance of
$1,216,000 was needed as of December 31, 2012,

Continued
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Notes to Financial Statements—Continued

Summit Biesciences Inc.
(A Development Stage Company)

December 31, 2012

Note l-Income Taxes--Continued

The tax effect of each temporary difference that resulis in significant deferred tax assets (liabilities) is as
follows as of December 31, 2012:

Accelerated methods of depreciation $ (29,000)
Various accruals and reserves {77,000}
Net operating loss carryforwards 1,322,000
Valuation allowance {1,216.000)
im

The Company is currently disputing disallowed costs related to an audit by the Internal Revenue Service
{"IR8") dunng 2011. The Company received a Qualifying Therapeutic Discovery Project ("QTDP")
Program grant during 2010, and the IRS auditor has raised informal questions regarding the allowability
of approximately $73,000 of expenditures made with grant funds. If the IRS were to ulfimately determine
that such expenditures were unaliowable under QTDP Program guidelines, that amount might have lo be
repaid. Management currently believes they will prevail on this issue, however, there is an accrual in the
fulf amount included in accrued expenses on the accompanying balance sheet as of December 31, 2012,

Note J--Leases

The Company leases its operating facility under an operating lease that expires in May 2015 with five
options tc renew for a period of one year each. Total lease expense was $187,917 for 2012.

Minimum future rental payments under noncanceliable operating leases are as follows:

Year Ending December 31

2013 $ 195833
2014 200,000
20156 83,333

Total Minlmum Future Rental Payments $ 479,166

Note K~Retirement Plan

The Company has a defined contribution retirement plan (under Section 401(k) of the Internal Revenue
Code) that covers alt employees 21 years of age and have compieted one hour of service. At its discretion,
the Company may match empioyee contributions and may contribute an addiional profit sharing piece at
the end of the year. For the year ended December 31, 2012, no such contributions were made.

-14-



Notes to Financial Statements—Coniinued

Summit Biosciences Inc.
(A Development Stage Company)

December 31, 2012

Note L--Research and Development Contracts

The Company entered into a master supply agreement ("MSA”) with a mid-sized generic pharmaceutical
manufacturing company (“Customet”), on June 9, 2009. The terms of the agreement include the
development, manufacturing and supply of pharmaceutical products for the Customer's use, distribution
and sale. The term of the agreement is three years from the dale on which the Customer receives Food
and Drug Administration (“FDA”) approval to use, distribute and sell the product and may be extended, for
additional terms of one year. The Company is recognizing revenue from all products as part of this MSA
using the milestone method as milestones are being met. Under the MSA, the Company receives
$350,000 per product in milestone payments during product development and recognizes the associated
revenues starling with the signing of the MSA and other substantive milestones through the approval of
the Abbreviated New Drug Application ("ANDA"). There are five products covered by the MSA

agreement.

During commercial manufacturing, the Company will be reimbursed for the fully burdened cost per unit.
The Company will also be paid a royally of 50% on net sales dollars for each praduct. Buring 2012, there
was no revenue related to this agreement recognized. The costs assoctated with this agreement for the
year ended December 31, 2012 and for the period from inception {October 22, 2609) through December
31, 2012 were approximately $839,000 and $2,536,000, respectively.

If the Customer chooses to not extend the term of the MSA for any developed products, the Company
has the opfion to purchase ail rights to manufacture the preduct, including access to the Customer's
ANDA, regulatory filings and all related documentation for a sum equal to the technology transfer fee of
$350,000 per product. Following full payment to the Customer, afl rights shall transfer to and become

properiy of the Company.
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Summit Biosciences Inc. o
Sta{ements of Operat:ons Unaudlted o

Perod: Thvee Months Ended | YearEnded
. December 31, 2014 December 31, 2014
. Unaudited ' Unaudited

Total Revenue 5,578,351

GossProft 4005471 4041592

Operating Expenses e R z .
Research and Development ¢ 15800 277,404
General & Administratve 835449 2,722,096
Total Operating Expenses 7 © 551,358 2090500

Operating Income (Loss) Cisa13 1042002

‘Summit Bloscaences Inc.
~ Balance Sheet - Unaudited

i December 31 20144'

Assets P o
cash 1444939; e “
Acoounts Recsiable S . . o 1.781.376 e
Prepald Expenses and Other Currenl Assets P 43,593 )

Total CurentAssets . 3260908 .

Property and Equipment, net 349192

TotalAssets ] 3,619,100

Liabilities & Stockholder's Deficit ‘ _ ;
Accourts Payabl T o
Accrued Expenses - 139159
Uneamed Revenue N 1,142,734
Other Curent Liabilities G 22807
Total Cument Liabilities ) . a2z

Long Teml Debt S _ L :
Due Founder - I 33,521
Deferred Salaries o L 376,29
DCI Loan ' S 62,500
Other L-term Debt o 62,011
Total Long Term Debt A 1,359,184

Stockholders Equity - 847,687

Total Liabilities and Stockholder's Deficit 3,619,100

Summit Blosciences Inc.
Statements of Cash Flows - Unaudited




Total Liabilities and Stockholder's Deficit ; 3,619,100

' summit Biosciences Inc. 7
Statements of Cash Flows - Unaudited

Pefod: | Toreo Months Ended
i . December 31, 2014
C Unaudlted

Operatlng AClIVllIBS
Net Income
Adjustments to reconcile net income (loss)
to net cash used in operating acthittes

Deprochtion g |
Noncash compensation for stock options ~ ~ 10,467
Forghvoness of Dobt Income. IR

Dofoad Saterics e b g

Changes in Operatlng Assets & Lnab ' P (18,570)

D tsez0s

* Year Ended

 December 31, 2014

 Unaudited -

1108308

!

156 967

~(62,500).
- (2.439)
126,934

41,869 |

Net Cash Used in Operating Activites ™ 198361

Investing Activities

Puohases of Properly and Equnpment SO e (26,838) I O

(325,873)

1369229

Net Cash (Used in) Provided by Investing Activies _____(26,838)

Financing Activities R
Proceeds from Capital Lease Obligations
Payments on Notes Payab!e

Froceeds from issuance of Preferred Stock

0

(325873)

o
0.

C

o : : L0

Payments on Capital Lease Obligations = = o .
0

Net Cash Pro\nded by F;nancang Actwmes

,'ncreas,e_(becré?.sé) inCash

63,781
1,107,197 |

337,802

1,444,939

Ending Cash o 1,444,939




