1. Blue

4. Purple

Total Risk
Adjusted

Conclusions:
* The risk adjusted NPV is S109M
 The NPV is profitable in all scenarios except for trial failure,
which is a break even scenario
* Financial risk is mitigated through
e Acquisition at Purdue’s discretion once trial data has
been received
e Stock ownership
* Retention of ex-US / Canadian rights.

Blue: New code in 2018; Compelling Data; Higher Tip Pricing

Red: Compelling Data; Delayed new code in 2019; Higher Tip Pricing
Green: Positive Data; Current 64640 code

Purple: Clinical study failed; cash pay; Higher Tip Pricing
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les

Launch:  2015-Q1 Gross Sales Peak:  5640MM (2025) Scenario #1: Compelling
LOE: 2029-04 Net Sales Peak: $572MM (2025) comparative data; Higher Tip Price
Scenario: aAl Myoscience USSMMs

USSMMs Base Year

Myoscience !US Only) proj proj proj proj proj proj proj proj proj prof proj} o) o proj
Prforma P&L 204 2015 201 2017 2018 2019 2020 2021 222 ‘ 2023 2024 2025 2026 2027

] = S
Costs of goods sold (@13.3%)........ - 3.6 6.4 12.0 20.8 24.6 32.7 451 59.9 72.6 80.2 81.8 79.8 78.2
Shipping and warehousing (@30%).. .. - 0.3 0.6 1.0 2.9 4.8 7.4 10.7 14.1 17.1 18.8 19.2 18.7 18.3
Costs of sales (incl. royalties, shipping) .. ... - 39 6.9 13.0 23.6 29.3 40.2 55.8 74.0 89.6 99.1 101.0 98.5 96.5
GroSSmMargin.....o.oeueeneinenennan.. - 4.6 10.6 19.1 62.3 112.2 1811 263.1 345.5 418.5 462.2 470.8 458.7 449.3
Gross marginas % ofnetsales.............. 54% 61% 60% 72% 79% 82% 83% 82% 82% 82% 82% 82% 82%

Operating expenses
Selling and promotion...............

8.1

General and admin (@ 3%incremental+spec) . . - 03 0.5 1.0 2.6 4.2 6.6 9.6 12.6 15.2 16.8 17.2 16.7 16.4
Research and development.......... 15.2 22.0 6.6 4.3 9.4 144 21.7 29.8 38.8 46.8 51.6 52.6 51.3 504
304 ‘ .4 20.9 36. 57.0 83.9 115.5 147.4 174.5 189.9 193.8 197 1924

Tota operatingexpenses .............. 20.2

93.1 89.9

Provision for income taxes (@35.0%)...  (7.1) (9.0) (2.7) (0.6) 9.0 19.3 34.0 51.7 69.3 85.4 95.3 96.9
NEtiINCOME ... et $ (131) $ (167) $ (5.0) $ (1.2) $ 167 $ 359 $ 632 $ 960 $ 1287 S 1586 $ 177.0 $ 1800 $ 1729 $ 166.9
NPV SUMMARY

Operating Cash FIOWS .. ...ovvveeee... $ (131) $ (178) $ (62) $ (31)$ 95 $ 283 $ 525 $ 829 $ 1153 $ 1468 $ 1699 S 1786 $ 1748 $ 1685

Milestones payment.................. - -
FreeCashFlows ...................... S (13.1) $ (178) § (6.2) S (3.1) S 95 & 283 § 525 S 829 S 1153 S 1468 S 1699 S 1786 S 1748 S 168.5

No terminal value is assumed.

Both NPV and IRR are calculated using the base year above, discounted @9% after-tax.

CUMULATIVE
0

gung NCoMes

|

Free Cash Flows, after-taX............. (13.1)  (309) (37.2)  (40.2)  (30.7) (2.4) 50.1  133.1 2484  395.1 565.0 743.6 9184  1,086.9
Net PresentValue . .........ooeeennn... (295) (347 (303)  (11.9) 194 648 1226  190.2 3312 3933 4483
- “orm ‘ e o ‘

4/9/2014 .
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ence ine)
Launch:  2015-Q1 Gross Sales Peak:  S456MM (2025) Scenario #2: Delayed compelling
Life: 2029-04 Net Sales Peak: S408MM (2025) data; Higher Tip Price
Scenario: aA2 Myoscience USSMMs
USSMMs Base Year
Myoscience (US OnM proj proj proj proj ioj proj proj f proj proj wroj presf el proj
ProformaP&L . 201 ] ] . 18 2018 . 2022 2024 202 202

NEtSAleS v ovverrsnsinnsnss D I 55 10.3 17.6 285 693 1074 1605 2274 3028 3683 4078 4250 4390
Costs of goods sold (@13.9%)........ - 2.3 4.5 6.8 114 17.6 26.0 28.5 344 458 52.7 58.4 60.9 63.0
Shipping and warehousing (@30%) . ... - 0.2 0.3 0.6 0.9 2.3 3.6 5.4 7.6 10.2 12.4 13.7 14.3 14.7

Costs of sales (incl. royalties, shipping) ... .. - 2.5 49 7.3 123 19.9 29.6 338 42.0 56.0 65.0 72.1 75.2 77.7

Grossmargin......ooeeueeeeeinaeaa... - 3.0 5.5 10.3 16.2 49.4 77.8 126.7 185.4 246.9 303.2 335.8 349.9 361.3
Gross marginas % ofnetsales.............. 54% 53% 58% 57% 71% 72% 79% 82% 82% 82% 82% 82% 82%

Operating expenses
Selling and promotion............... 5.0 8.1 8.3 10.3 10.7 18.6 28.0 40.7 55.7 711 83.2 89.0 91.4 93.7

Marketingspend. . .. 5.0 5.0 5.0 5.0 2.5 6.2 9.8 14.4 20.1 26.3 31.4 34.0 34.8 35.3
General and admin (@ 3%incremental+spec) . . - 0.2 0.3 0.5 09 2.1 3.2 4.8 6.8 9.1 11.0 12.2 12.8 13.2
Research and development.......... 15.2 22.0 6.5 3.0 4.3 7.4 10.8 15.6 21.6 284 343 379 39.5 40.8

Provision for income taxes (@35.0%) . . . (7.1) (9.6) (3.4) (1.2) 0.1 75 125 22.9 35.4 484 61.1 68.8 72.2 74.8
NEtinCOME . ... e e $ (131) $ (178) S (63) S (23) ¢ 03 ¢ 139 ¢ 233 $ 426 $ 658 S 898 $ 1135 S 1278 $ 1340 $ 1389
NPV SUMMARY 4
OperatingCashFlows ................. $ (131) $ (184) § (69) S (3.2) S (1.2) § 84 S 182 S§ 355 S 568 S 797 S 1048 $§ 1225 S 1317 $ 137.0
Milestones payment.................. - - - - - - - - - - - - - -
FreeCashFlows ...................... S (131) S (184) S (69) S (3.2) S (1.2) § 84 & 182 S$ 355 S 568 S 797 S 1048 S§ 1225 $ 1317 S 137.0
Both NPV and IRR are calculated using the base year above, discounted @9% after-tax. No terminal valueis assumed.
CUMULATIVE
Operating Income/ $ (202) $ (475) § (57.1) S (60.6) S (60.2) § (389) §$ (3.1) S 624 $ 1636 S 3018 S 4765 S 673.1 S 879.3 $1,092.9
et S s T i . 7 e G . i s o ‘ " e o o 7 S

4/8/2014 : . . ‘
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i ®
— Peak Sales of Scenario (Green Line)
Launch:  2015-01 Gross Sales Peak:  S316MM (2025) Scenario #3: Current 64640 code
Life: 2029-04 Net Sales Peak: $283MM (2025)
Scenario: aA3 Myoscience USSMMs
USSMMs Base Year
Myoscience {(US Only) proj orof proj proj proj proj proj proj proj prof prof [34)] pred prof

ProformaP&L 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027

Netsales........... ...t - 5.7 14.6 323 65.0 1137 170.0 219.2 255.1 280.2 289.8 282.7 266.8 254.4

Costs of goods sold (@27.9%)........ - 25 6.6 12.7 25.7 374 525 66.5 78.4 86.1 839.0 86.7 81.8 77.9
Shipping and warehousing (@30%) .. .. - 0.2 0.5 1.1 2.2 3.8 5.7 7.4 8.6 9.4 9.7 9.5 9.0 8.5
Costs of sales (incl. royalties, shipping) . . .. - 2.7 7.0 13.8 27.9 413 58.2 739 86.9 955 98.7 96.2 90.7 86.4
Grossmargin........ccovivieiiinan.. - 3.0 7.6 18.6 37.1 724 111.8 145.3 168.2 184.7 191.1 186.5 176.1 168.0
Gross marginas % ofnetsales.............. 53% 52% 57% 57% 64% 66% 66% 66% 66% 66% 66% 66% 66%

Operating expenses
Selling and promotion............... 5.0 8.1 11.1 17.0 259 39.2 51.7 63.1 72.5 79.4 81.9 83.1 83.5 84.3
Marketingspend

2

General and admin (@ 3%incremental+spec) . . - 0.2 0.4 1.0 1.9 34 5.1 6.6 7.7 8.4 8.7 8.5 8.0 7.6

Research and development.......... 15.2 22.0 54 3.2 6.4 10.2 15.2 19.6 22.8 25.1 25.9 25.3 23.9 22.8

Total operating expenses .

20.2 30.3 16.9 21.1 34.2 52.7 72.0 89.3 103.0 112.9 116.6 116.8 1154 114.7

Provision for income taxes (@35.0%) . .. (7.1) (9.5) (3.3) (0.9) 1.0 6.9 13.9 196  22.8 25.1 26.1 24.4 21.2 18.7

Netincome............... e $ (13.1) S (177) $ (6.1) S (1.6) S 19 $§ 128 $ 259 S 364 $ 424 S 467 S 484 S 453 S 395 S 346

NPV SUMMARY

OperatingCashFlows ................. S (13.1) S (184) § (7.2) S (4.0) S (25) S 62 S 183 S 298 $§ 376 S 433 S 472 S 46.2 S 416 S 36.3

Milestones payment.................. - - - - - - - - - - - - - -

FreeCashFlows...................... S (13.1) S (184) § (7.2) S (4.0) S (25) S 62 $§ 183 S 298 S 376 S 433 S 472 S 46.2 S 416 S 36.3
Both NPV and IRR are calculated using the base year above, discounted @9% after-tax. No terminal value is assumed.

CUMULATIVE
Operatin 3SS) L L.

L

..... | | - 0 1371 1833 2249 2612

4/8/2014 . . |
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® L L3
science P&L — Peak Sales of Scenar le Line)
Launch:  2015-C31 Gross Sales Peak:  S63MM (2025)
Life: 2029-Q4 Net Sales Peak:  $57MM (2025) Scenario #4: Clinical study failed;
Scenario: aA4 Myoscience USSMMs cash pay; Higher Tip Price
USSMMs Base Year
Myoscience 1US Only) proj proj proj proj prof proj proj proj proj prol proj oo ool proj

Proforma P&L 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027

NEESAIES . vovsssseereserannn - 17 33 100 155 232 322 41.8 502 564 585  56.6 52.9 50.2
Costs of goods sold (@25.7%) ........ - 0.7 15 3.1 5.0 7.6 9.1 119 14.0 15.8 16.4 15.8 14.8 14.4
Shipping and warehousing (@30%).. .. - 0.1 0.1 0.3 0.5 0.8 1.1 1.4 1.7 1.9 2.0 1.9 1.8 1.7

Costs of sales {(incl. royalties, shipping) .. ... - 0.8 1.6 34 55 8.4 10.1 13.3 15.7 17.7 18.3 17.7 16.6 16.1

GrosSmMargin.....oovevinneineeninenns - 0.9 1.7 6.5 10.0 14.8 22.1 28.5 345 38.7 40.2 38.9 36.3 34.0
Gross marginas % ofnetsales.............. 53% 51% 65% 65% 64% 69% 68% 69% 69% 69% 69% 69% 68%

Operating expenses
Selling and promotion............... 5.0 8.1 8.2 8.3 6.0 8.7 11.8 14.9 17.5 19.2 19.4 18.4 16.8 15.7

Marketing spend 5.0 5.0 5.0 5.0 13 1.9 2.7 3.5 4.2 4.7 4.9 4.7 4.4 42
General and admin (@ 3%incremental+spec) . . - 0.1 0.1 0.3 0.5 0.7 1.0 1.3 1.5 1.7 1.8 1.7 1.6 1.5
Research and development.......... 152 209 s4 Y71 21 21 .23 . 37 45 .50 52 s1 A7 45

Total operatingexpenses .............. 20.2 29.1 13.8 104 ‘ 8.6 ‘ 115 ) 15.6 199 ‘ 23. 259 26.4 25.1 23.1 ‘ 21.7

Provision for income taxes (@35.0%) ... (7.1) (9.9) (4.2) (1.3) 0.5 1.2 23 3.0 3.8 4.5 4.8 4.8 4.6 4.3
Netincome..........ccoiiiiiiiiiian.. S (13.1) S (18.3) S (7.8) S (2.5) S 09 $§ 22 S 42 S 56 § 71 S 83 S 89 S 89 § 8.6 S 8.0
N U I A RY
OperatingCashFlows ................. $ (131) $ (185) $ (8.1) $ (3.4) S 02 S 11 S 30 § 43 § 6.0 S 75 § 87 S 9.2 § 9.1 § 8.4
Milestones payment.................. S T S o S o S T
FreeCashFlows...................... 5 (13.0) 5 (185) 5 (81) 5 (34) 5 02 5 11 5 30 5 43 5 60 5 75 5 87 5 92 5 91 5 84

Both NPV and IRR are calculated using the base year above, discounted @9% after-tax. No terminal valueis assumed.

VIL

Free Cash Flows, pre-tax....... .. e (202)  (486)  (60.9)  (65.6) (650) (627) (574) (501)  (403) (284)  (149)  (09) 128 255
‘Free Cash Flows, after-tax . ............ (13.1)  (31.7) (39.7)  (431)  (429)  (418)  (388)  (345) (286) (21.1)  (12.4) (3.2) 5.8 14.2
....... (02 9 (387)  (369)  (34.6)  (316) (281 245

4/8/2014 : . . ‘
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Scenario #1: Compelling comparative data; Higher Tip Price
Scenario #2: Delayed code; compelling data; Higher Tip Price
Scenario #3: Positive data; Current 64640 code

Scenario #4: Clinical study failed; cash pay; Higher Tip Price

Cumulative Free Cash Flows ('

SMMs Net Sales
1,600
1,400 ~ Timing of ‘ Cash Flows
1,200 S§275 million — Break-Even in
1,000 ~_acquisition | 2021 /2022

offer

800
600

400

200

wmsmScenario #1 (aAl)  emfflssScenario #2 (aA2) mScenario #3 (aA3) wmpmScenario #4 (aA4)
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Risks / Mitigation Plans

3l results

Trial results del‘ayed

Slow physician édoption

Target nerve tion difficult

Safety of rep rocedures

Retention of key personnel

CONFIDENTIAL TREATMENT REQUESTED

Is conducted by P
due not obligated

Acquisition option ends after data received for 3 month
active comparison trial

PE trial to provide pharmacoeconomic data for payers
al societies to obtain a
nbursement cod

ical development plan with clear efficacy and claims

Unique CPT Code should increase payer coverage and

therefore, physician usage
New tips developed for additional indications

per device trainin

2peated use extens

e implemented for
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Recommendation:
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BACK UP SLIDES
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siderations

» Regulatory Approvals
e US:510(k) clearance only for “general use” peripheral nerve pain therapy
e EU: CE mark for aesthetic and pain indications
* Canada: Approved for aesthetic and pain indications
* Regulatory Limitations
* No “specific use” in cleared in US for specific pain models

* FDA regulation/guidance on device promotion is ambiguous and open to
interpretation
* Current limited labelling may lead to issues concerning reimbursement
coding
* Regulatory Recommendation:

* Decision on risk tolerance needed regarding marketing and promotion for
uses not clearly delineated in the label in order to formalize regulatory plan
of action

* Request FDA meeting to gain guidance and agreement on
Limitations/Options to support specific labeling claims in specific
peripheral nerve pain models

CONFIDENTIAL TREATMENT REQUESTED PURDUE-COR-00017085
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Health Outcomes and Pharmacoeconomics

* Based on the results of the reimbursement evaluation, HOPE is supportive of the current
opportunity.

The existing CPT code, 64640, allows for sufficient reimbursement in the hospital outpatient department
setting.

It is possible that physicians may be able to negotiate higher payment rates from commercial (private and
Medicare supplemental) payers under the existing CPT code.

* A new Category 1 CPT code will support higher payment across all settings.
e Potential Risks:

Delay in the publication of 5 clinical studies reduces the likelihood of obtaining a new Category 1 reimbursable
CPT code.

The entire process to obtain a new Category 1 CPT code will take a minimum of 5 years. Requirements for
a CPT code include an extensive clinical trial program with 5 published clinical studies.

* No specific use indication.
* A specific use indication is needed to demonstrate value to payers proactively.

Mitigation:

Reduce risk of obtaining Category 3 code (a code given to emerging technologies that are not accepted in

medical practice) that has a low likelihood of reimbursement by postponing the submission for the request for
a new CPT code by a year.

‘Communicate value to payers in response to unsolicited requests.

CONFIDENTIAL TREATMENT REQUESTED
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Manufacturing/Supply Chain Summary

* Device consists of 3 components: Hand piece, Smart Tip and Cartridge

* Well documented design process using control & risk mitigation concepts
(FEMA analysis) and following US CFR820, ISO 13485-2003 and European CE
regs.

* Assembly of each component is entirely manual operation

* Sanmina SCI (San Jose, CA) is contract manufacturer

* MSA allows for automatic 1 year extensions unless either party terminates with
180 day notice

* Unexpected termination by Sanmina could adversely effect supply
* No supply agreements in place with subcomponent suppliers

* Limited manufacturing experience: 1,000 hand pieces; 20,000 Smart Tips
* Continuous incremental improvements of design are ongoing

* Device expensive: Hand piece $1,430; Smart Tip $123; Cartridge: $15.50
* Current procedure requires 2 to 3 cartridges

* Significant cost savings not attainable until design is stable

Limited review of customer complaints and device failures
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Myosmence iovera®

Focused Cold Therapy for Treatment of Peripheral Nerve Condltlons

Financial Evaluation
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Version C.2, 4/9/2014

Non-Binding Working Draft for Discussion Only

nptions, such as sales forecast

Disclaimer: Muany key iminary, lost-

own good assumptions and with certain

4/9/2014  PURDUE) CONFIDENTIAL

Financial Evaluétian:Mycscience lovera

CONFIDENTIAL TREATMENT REQUESTED T PURDUE-COR-00017088
NOT FOR CIRCULATION/COMMITTEE MEMBERS AND STAFF ONLY



	PURDUE-COR-00017110
	PURDUE-COR-00017111

