UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 8-K /A
(Amendment No. 1)

CURRENT REPORT
Pursuant to Section 13 or 15(d) of the
Securities Exchange Act of 1934
Date of Report (Date of Earliest Event Reported): April 9, 2019

PACIRA BIOSCIENCES, INC.
(Exact name of registrant as specified in its charter)
Delaware
(State or other jurisdiction of
incorporation)

001-35060

51-0619477

(Commission File Number)

(IRS Employer Identification No.)

5 Sylvan Way, Suite 300
Parsippany, New Jersey 07054
(Address and Zip Code of Principal Executive Offices)
(973) 254-3560
(Registrant’s Telephone Number, Including Area Code)
Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the following
provisions:
o

Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

o

Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

o

Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

o

Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Securities registered pursuant to Section 12(b) of the Act:
Title of each class

Trading symbol

Name of each exchange on which registered

Common Stock, par value $0.001 per share

PCRX

Nasdaq Global Select Market

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933 (§230.405 of this chapter)
or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).
Emerging growth company o
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or
revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. o

Explanatory Note
On April 9, 2019, Pacira BioSciences, Inc. (formerly known as Pacira Pharmaceuticals, Inc.) (“Pacira” or the “Company”) filed a Current Report on
Form 8-K (the “Initial Form 8-K”) to report the completion of its acquisition (the “Merger”) of MyoScience Inc. (now known as Pacira CryoTech, Inc.)
(“MyoScience”), pursuant to an Agreement and Plan of Merger, dated March 5, 2019 (the “Merger Agreement”), by and among the Company, PS
Merger, Inc., MyoScience, and Fortis Advisors LLC, as the securityholders’ representative. The Company is filing this Amendment No. 1 to the Initial
Form 8-K to include the historical financial statements of MyoScience and pro forma condensed combined financial information required to be filed under
Item 9.01 of Form 8-K. The disclosure included in the Initial Form 8-K otherwise remains unchanged.
Item 9.01. Financial Statements and Exhibits.
(a) Financial Statements of Business Acquired
The audited consolidated financial statements of MyoScience as of and for the years ended December 31, 2018 and 2017 are attached as Exhibit 99.1 to
this Form 8-K /A and are incorporated by reference herein.
(b) Pro Forma Financial Information
The unaudited pro forma condensed combined financial statements and related notes as of and for the year ended December 31, 2018, giving effect to
the merger, attached as Exhibit 99.2 to this Form 8-K /A and are incorporated by reference herein.
(d) Exhibits
Exhibit No.

Description

23.1

Consent of Moss Adams, LLP, independent auditors to MyoScience.

99.1

Audited financial statements for MyoScience, Inc. as of and for the years ended December 31, 2018 and 2017.

99.2

Unaudited pro forma condensed combined financial statements and related notes as of and for the year ended December 31, 2018.

SIGNATURE
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has caused this report to be signed on its behalf by the undersigned
hereunto duly authorized.
PACIRA BIOSCIENCES, INC.
(REGISTRANT)
Dated:

June 25, 2019

By:

/s/ KRISTEN WILLIAMS
Kristen Williams
Chief Administrative Officer and Secretary

Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We consent to the incorporation by reference in the Registration Statements (Nos. 333-175101, 333-181986, 333-196542 and 333-212098) on Form S8 of Pacira BioSciences, Inc., of our report dated June 6, 2019 relating to the consolidated financial statements of MyoScience, Inc. (the “Company”) as of
and for the years ended December 31, 2018 and 2017 (which report expresses an unmodified opinion and includes an emphasis of matter paragraph relating
to the acquisition of the Company by Pacira BioSciences, Inc.), appearing in this Current Report on Form 8-K /A of Pacira BioSciences, Inc.
/s/ Moss Adams LLP
Campbell, California
June 25, 2019

Exhibit 99.1

MyoScience, Inc.
Consolidated Financial Statements December 31, 2018 and 2017
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Report of Independent Auditors
To the Board of Directors and Stockholders
MyoScience, Inc.
Report on Consolidated Financial Statements
We have audited the accompanying consolidated financial statements of MyoScience, Inc., and its subsidiaries (the Company), which comprise the
consolidated balance sheets as of December 31, 2018 and 2017, and the related consolidated statements of operations, convertible preferred stock and
stockholders’ deficit, and cash flows for the years then ended, and the related notes to the consolidated financial statements.
Management’s Responsibility for the Consolidated Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated 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 consolidated financial statements that are free from material misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We conducted our audits 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 consolidated financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial statements. The
procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the consolidated 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 entity’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 consolidated financial statements.
We believe that the audit evidence obtained is sufficient and appropriate to provide a basis for our audit opinion.
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, 2018 and 2017, and the results of its operations and cash flows for the years then ended, in accordance with accounting principles generally accepted in
the United States of America.
Emphasis of Matter
As discussed in Note 12 to the consolidated financial statements, the Company was acquired by Pacira BioSciences, Inc. on April 9, 2019. Our opinion
is not modified with respect to this matter.
/s/ Moss Adams LLP
Campbell, California
June 6, 2019
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MYOSCIENCE, INC.
CONSOLIDATED BALANCE SHEETS
December 31,
2018

ASSETS
Current assets:
Cash and cash equivalents
Restricted cash
Accounts receivable, net
Inventories. net
Deferred financing costs
Other prepaid expenses and current assets

$

2017

3,954,712
183,806
657,247
1,254,005
—
371,083

Total current assets
Property and equipment, net

$

6,420,853
618,868

Total assets
LIABILITIES AND STOCKHOLDERS’ DEFICIT
Current liabilities:
Accounts payable
Accrued expenses
Other current liabilities
Convertible notes payable and accrued interest
Current portion of long-term debt

6,693,208
630,985

$

7,039,721

$

7,324,193

$

556,221
1,821,139
57,900
6,097,656
—

$

716,663
1,112,558
60,416
21,880,444
2,338,206

Total current liabilities
Warrant liability
Other long-term liabilities
Total liabilities
Contingencies and commitments (Note 9)
Convertible preferred stock, $0.0001 par value, 278,000,000 and 148,250,000 shares
authorized at December 31, 2018 and 2017, respectively, and 185,182,018 shares and
134,370,138 shares issued and outstanding at December 31, 2018 and 2017, respectively
(Liquidation value of $134,530,456 at December 31, 2018)
Stockholders’ deficit:
Carve-out common stock, $0.0001 par value, 40,000,000 and 25,231,000 authorized at
December 31, 2018 and 2017, respectively, and 66,879 and 20,000 shares issued and
outstanding at December 31, 2018 and 2017, respectively
Common stock, $0.0001 par value; 400,000,000 and 181,500,000 shares authorized at
December 31, 2018 and 2017, respectively, and 12,094,737 and 811,156 shares issued
and outstanding at December 31, 2018 and 2017, respectively
Additional paid-in capital
Accumulated deficit

8,532,916
5,440,711
42,507

26,108,287
—
102,570

14,016,134

26,210,857

73,560,282

71,846,457

7

2

1,209
39,746,189
(120,284,100)

Total stockholders’ deficit

826
11,422,582
(102,156,531)

(80,536,695)
$

Total liabilities and stockholders’ deficit

The accompanying notes are an integral part of these consolidated financial statements
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4,655,571
183,806
449,389
922,525
182,350
299,567

7,039,721

(90,733,121)
$

7,324,193

MYOSCIENCE, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
Year Ended December 31,
2018

Revenue

$

Operating expenses:
Cost of revenue
Research and development
Selling, general and administrative

5,458,465

2017

$

3,975,774
3,471,759
12,903,107

Total operating expenses

2,303,001
2,648,116
3,080,730
8,780,679

20,350,640

14,509,525

Loss from operations
Interest and other expense, net

(14,892,175)
(3,688,826)

(12,206,524)
(6,726,880)

Net loss before taxes
Benefit for income taxes

(18,581,001)
453,432

(18,933,404)
3,182,269

$

Net loss

(18,127,569)

The accompanying notes are an integral part of these consolidated financial statements
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$

(15,751,135)

MYOSCIENCE, INC.
CONSOLIDATED STATEMENTS OF CONVERTIBLE PREFERRED STOCK AND STOCKHOLDERS’ DEFICIT
YEARS ENDED DECEMBER 31, 2018 AND 2017
Convertible Preferred Stock
Shares

Balance at January 1,
2017
Issuance of common stock
in conjunction with option
exercises
Conversion of common
stock to convertible
preferred stock
Exchange of preferred
stock in connection with
the issuance of Series F
convertible preferred stock

Amount

Carve-Out Common Stock
Shares

137,198,344

$115,667,274

—

—

—

217,856

4,600

(3,046,062)

(43,825,417)

Amount

$

Common Stock
Shares

Amount

$

Additional
Paid-in
Capital

$ 9,237,371

—

2,398

(2)

(27,593)

$(130,253,808)

Total
Stockholders’ Deficit

—

825,679

20,000

2

—

—

—

—

—

—

—

—

43,825,417

43,825,417

—

1,784,193

(14,523)

83

Accumulated
Deficit

$

—

(121,016,354)

2,400

22,995

(4,600)

Beneficial conversion
feature on note
conversions, net of
deferred taxes

—

—

—

—

—

—

1,784,193

Stock-based compensation
expense

—

—

—

—

—

—

426,958

Net loss

—

—

—

—

—

—

—

(15,751,135)

(15,751,135)

Balance at December 31,
2017

134,370,138

71,846,457

20,000

2

811,156

81

11,423,327

(102,156,531)

(90,733,121)

Issuance of common stock
in conjunction with option
exercises

—

—

48,879

5

—

—

5,620

—

5,625

(26,654,187)

—

—

14,274,635

1,427

26,622,026

—

26,623,453

Conversion of convertible
preferred stock to common
stock
(30,272,263)

—

426,958

Issuance of Series G
convertible preferred stock
upon conversion of
promissory notes

57,210,992

22,197,870

—

—

—

—

—

—

—

Issuance of Series G
convertible preferred stock
and warrants for cash, net
of issuance costs of
$454,255 and warrant
liability of $3,756,143

21,184,895

6,064,285

—

—

—

—

—

—

—

Issuance of Junior
Preferred convertible
preferred stock in
connection with the
issuance of Series G
convertible preferred stock

304,302

30,734

—

—

—

—

—

—

—

Exchange of common
stock for preferred stock in
connection with the
issuance of Series G
convertible preferred stock

2,347,844

71,476

—

—

Exchange of warrants for
preferred stock and
common stock

(3,008,775)

(301)

(71,175)

—

(71,476)

36,110

3,647

—

—

17,721

2

21,006

—

21,008

Beneficial conversion
feature on note
conversions, net of
deferred taxes

—

—

—

—

—

—

1,225,939

—

1,225,939

Stock-based compensation
expense

—

—

—

—

—

—

519,446

—

519,446

Net loss

—

—

—

—

—

—

—

(18,127,569)

185,182,018

$ 73,560,282

68,879

7

12,094,737

1,209

$39,746,189

$(120,284,100)

Balance at December 31,
2018

$

$

The accompanying notes are an integral part of these consolidated financial statements
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(18,127,569)
$

(80,536,695)

MYOSCIENCE, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
Year Ended December 31,
2018

Operating activities:
Net loss
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation
Stock-based compensation expense
Amortization of debt discount
Beneficial conversion feature on note conversion, net
Accrued interest on convertible notes payable
Change in fair value of warrant liability
Loss on asset disposal
Changes in operating assets and liabilities:
Accounts receivable
Inventories
Deferred financing costs
Prepaid expenses and other current assets
Other assets
Accounts payable
Accrued expenses
Other liabilities

$

(18,127,569)

2017

$

422,346
519,446
213,411
1,225,939
370,942
1,345,106
78,970

Net cash used in operating activities

378,623
426,958
229,087
1,784,193
924,337
—
4,037

(207,858)
(331,480)
182,350
(71,516)
—
(160,442)
708,581
(62,579)

(211,215)
50,430
(150,105)
(43,058)
1,010
(186,500)
110,546
(33,967)

(13,894,353)

(12,466,759)

(586,387)
97,188

(286,886)
75,729

(489,199)

(211,157)

9,820,428
6,347,571
5,625
(2,490,931)

—
18,437,860
2,400
(3,697,549)

13,682,693

14,742,711

Investing activities:
Purchase of property and equipment
Proceeds from sale of equipment
Net cash used in investing activities
Financing activities:
Proceeds from issuance of Series G convertible preferred stock, net of issuance costs
Proceeds from convertible notes payable
Proceeds from exercise of common stock options
Payments on long-term debt
Net cash provided by financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year

(700,859)
4,655,571

Cash and cash equivalents, end of year
Supplemental disclosure of noncash items:
Conversion of convertible notes payable and accrued interest into convertible preferred stock, net of issuance
costs
Issuance of Junior Preferred convertible preferred stock in connection with convertible preferred stock financing
Issuance of warrants for convertible preferred stock in connection with convertible preferred stock financing
Issuance of warrants for convertible preferred stock in connection with issuance of convertible notes payable
Exchange of warrants for convertible preferred stock and common stock
Conversion of convertible preferred stock to common stock
Conversion of common stock to convertible preferred stock
Supplemental disclosure of cash-flow information:
Interest paid

2,064,795
2,590,776

$

3,954,712

$

4,655,571

$
$
$
$
$
$
$

22,197,870
30,734
3,756,143
364,117
24,655
26,654,187
71,476

$
$
$
$
$
$
$

—
—
—
—
—
—
4,600

$

101,344

$

520,810

The accompanying notes are an integral part of these consolidated financial statements
7

(15,751,135)

MYOSCIENCE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2018 AND 2017
NOTE 1—THE COMPANY
Description of Business
MyoScience, Inc. (the “Company”) was incorporated in Delaware in 2005 and began commercial sales of its iovera° system in 2013. The iovera° system
consists of a reusable hand held device and disposable single-use treatment tips and nitrous oxide cartridges. The system is a class II medical device for the
treatment of pain and is based on the Company’s Focused Cold Therapy® technology whereby compressed liquid nitrous oxide is used to cool peripheral
nerves via small-gauge closed-end needles, creating localized, temporary nerve destruction that prevents nerve signaling. The system received 510(k)
clearance from the United States Food and Drug Administration (“FDA”) for general tissue ablation in 2009. The Company maintains its headquarters in
Fremont, California.
In August 2012, the Company registered MyoScience, Ltd., a company organized under the laws of England and Wales. Due to its dormant status, this
subsidiary was dissolved in January 2017 to avoid continuing administrative costs.
In August 2013, the Company registered MyoScience Canada, Inc., a company organized under the laws of Canada. Due to its dormant status, this
subsidiary was dissolved in September 2017 to avoid continuing administrative costs.
Subsequent to December 31, 2018, on April 9, 2019, the Company was acquired by Pacira BioSciences, Inc. and renamed Pacira CryoTech, Inc. (Note
12).
NOTE 2—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation
The accompanying consolidated financial statements have been prepared in accordance with accounting principles generally accepted in the United
States of America (U.S. GAAP).
Reverse Stock Split
In March 2018, in conjunction with the 2018 Series G Financing (Note 7), the Company filed an Amended and Restated Certificate of Incorporation
(“Certificate”) with the State of Delaware. The Certificate effected a 10:1 reverse stock split of the Company’s outstanding Common Stock (Note 7). All
issued and outstanding shares of Common Stock, warrants, and options to purchase Common Stock and related per share amounts contained in these
consolidated financial statements have been retroactively adjusted to reflect the reverse stock split for all periods presented. The Certificate also eliminated
previously outstanding classes of convertible preferred stock and created new classes of convertible preferred stock designated as Junior Preferred Stock
(“Junior Preferred”), Series E-2 Preferred Stock (“Series E-2 (New)”), Series F Preferred Stock (“Series F (New)”) and Series G Preferred Stock (“Series G”). The
Certificate also provided for a change in the authorized shares of the Company.
Principles of Consolidation
In February 2009, the Company entered into a Clinical Study Agreement with Treatment and Research Center, Inc. (“TARC”), under which TARC
provided clinical study services on behalf of the Company related to a specific study. The study was completed and the Clinical Study Agreement was
terminated in January 2012. In connection with the Clinical Study Agreement, the Company also entered into a Management Services Agreement to sublease
the Company’s premises to TARC to perform services related to the study. The agreement was terminated in November 2017. TARC is a variable interest
entity to the Company in accordance with Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) 810, Consolidation,
because all of its costs were passed to the Company under the Management Services Agreement. TARC was primarily dependent upon the Company for cash
requirements and the Company was the sole beneficiary of the operations of TARC prior to the termination of the Management Services Agreement in
November 2017. Accordingly, the financial results of TARC are included in the consolidated financial statements through November 2017. TARC is
currently dormant.
The consolidated financial statements include the accounts of the Company, TARC and its wholly-owned U.K. and Canadian subsidiaries for the
periods prior to their dissolution. All intercompany accounts and transactions have been eliminated.
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Use of Estimates
The preparation of consolidated financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the consolidated financial statements and the
reported amounts of expenses during the reporting period. Such estimates include the valuation of deferred tax assets, warrant liabilities and the value of the
Company’s stock. Actual results could differ from those estimates.
Revenue Recognition
The Company recognizes revenue when all four of the following criteria are met: (i) persuasive evidence that an arrangement exists; (ii) delivery of the
products and/or services has occurred; (iii) the selling price is fixed or determinable; and (iv) collectability is reasonably assured. Revenue from the sale of
hand pieces and disposables is generally recognized upon customer acceptance of title which is either upon shipment to or receipt by the customer.
Cash and Cash Equivalents
Cash and cash equivalents consist of short-term, highly liquid investments with original maturities of three months or less that can be readily converted
to known amounts of cash.
Restricted Cash
Restricted cash is restricted from withdrawal as security under an operating lease agreement (Note 9).
Allowance for Doubtful Accounts
The Company evaluates the collectability of its accounts receivable and maintains an allowance for doubtful accounts for estimated losses when
necessary. The allowance is based on the Company’s best estimate of the amount of losses in the existing accounts receivable portfolio. Account balances are
charged off against the allowance after all means of collection have been exhausted and the potential for recovery is considered remote. As of December 31,
2018 and 2017, the Company recorded an allowance in the amount of $0 and $25,409, respectively.
Inventories
Inventories are stated at the lower of cost or net realizable value. The Company determines the cost of most raw materials, work in process and finished
goods inventories by standard cost, which approximates cost determined by the first in, first out (“FIFO”) method. The Company’s inventories include the
direct purchase cost of materials and supplies and manufacturing labor and overhead costs. The Company reviews the components of its inventories on a
periodic basis for excess and obsolete items and adjusts inventories to their net realizable value as necessary. The inventory amounts shown in the
Company’s consolidated balance sheet are stated net of reserves for excess and obsolete inventory, which totaled $2,816 and $12,460 at December 31, 2018
and 2017, respectively.
Fair Value of Financial Instruments
The Company measures certain financial assets and liabilities at fair value based on the exchange price that would be received for an asset or paid to
transfer a liability (an exit price) in the principal or most advantageous market for the asset or liability in an orderly transaction between market participants.
Where available, fair value is based on or derived from observable market prices or other observable inputs. Where observable prices or inputs are not
available, valuation models are applied. These valuation techniques involve some level of management estimation and judgment, the degree of which is
dependent on the price transparency for the instruments or the instruments’ complexity.
The carrying amounts of the Company’s financial instruments, including cash and cash equivalents, restricted cash, accounts receivable, accounts
payable and accrued expenses approximate their fair values due to their relatively short maturities and market interest rates, where applicable. The carrying
amount of the warrant liability represents its estimated fair value. The carrying value of the Company’s convertible notes payable approximate fair value,
which was based on the present value of expected future cash flows and assumptions about current interest rates based on the creditworthiness of the
Company.
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Property and Equipment, Net
Property and equipment, net, is stated at cost less accumulated depreciation and amortization. Depreciation is computed on a straight-line basis over
estimated useful lives of three to five years. Leasehold improvements are amortized over the lesser of estimated useful life or the term of the lease. Upon
retirement or sale, the cost and related accumulated depreciation or amortization of property and equipment is removed from the consolidated balance sheet
and the resulting gain or loss is reflected in the consolidated statement of operations. Maintenance and repairs are charged to expense as incurred.
Long-Lived Assets
The Company reviews its long-live assets, including property and equipment, for impairment whenever events or changes in circumstances indicate that
the carrying amount of an asset may not be recoverable. Recoverability is measured by comparing the carrying amount to the future net cash flows the assets
are expected to generate. If such assets are considered to be impaired, the impairment to be recognized is measured by the amount by which the carrying
amount of the assets exceeds the projected discounted future net cash flows arising from the asset. There were no impairments of long-lived assets during the
years ended December 31, 2018 and 2017.
Warrant Liability
The Company accounts for warrants as either equity or liabilities based upon the characteristics and provisions of each instrument. Warrants classified
as derivative liabilities are recorded on the Company’s consolidated balance sheet at their fair value on the date of issuance and are valued on each
subsequent balance sheet, with fair value changes recognized as increases or reductions to other income (expense), net, in the consolidated statements of
operations.
Research and Development Expenses
Research and development costs are charged to expense as incurred. Research and development costs include, but are not limited to, payroll and
personnel related expenses, stock-based compensation expense, prototype materials, laboratory supplies, consulting costs and allocated overhead, including
rent, depreciation and utilities.
Shipping and Handling Costs
Shipping and handling fees charged to customers are recorded as revenue. The related freight costs directly associated with shipping products to
customers are included in selling, general and administrative expenses.
Stock-Based Compensation
The Company accounts for stock-based employee compensation arrangements using a fair-value based method for costs related to all share-based
payments, including stock options. In accordance with ASC 718, Stock Compensation, the Company estimates the fair value of stock options on the date of
grant using an option pricing model and expenses the option value using the straight-line attribution approach.
Income Taxes
The Company uses the liability method to account for income taxes. Under this method, deferred tax assets and liabilities are determined based on
differences between the financial statement carrying amounts of existing assets and liabilities and their tax bases. Deferred tax assets and liabilities are
measured using enacted tax rates applied to taxable income in the years in which those temporary differences are expected to be recovered or settled. A
valuation allowance is established when necessary to reduce deferred tax assets to the amount expected to be realized. The consolidated financial statement
effects of uncertain tax positions are recognized when it is more-likely-than-not, based on the technical merits of the position, that it will be sustained upon
examination. Interest and penalties related to unrecognized tax benefits are included within the provision for income tax.
Concentration of Credit Risk
Financial instruments that potentially subject the Company to a concentration of credit risk consist primarily of cash and cash equivalents. The
Company places its cash and cash equivalents with high credit quality financial institutions and deposits may exceed the amount of insurance provided on
such deposits. The Company has not experienced any losses on its deposits of cash and cash equivalents. The Company invests excess cash primarily in
money market funds of major financial institutions and domestic corporate bonds. If the carrying value of the investments exceeds the fair value, and the
decline in fair value is deemed
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to be other-than-temporary, the Company will be required to write down the value of the investments, which could materially harm the Company’s results of
operations and financial condition.
Other Risks and Uncertainties
The Company’s future results of operations involve a number of risks and uncertainties. Factors that could affect the Company’s future operating results
and cause actual results to vary materially from expectations include, but are not limited to, rapid technological change, uncertainty of market acceptance of
the Company’s technology and products, competition from substitute products and larger companies, protection of proprietary technology and strategic
relationships.
Products developed by the Company require approvals from the FDA or other international regulatory agencies prior to commercial sales. There can be
no assurance the Company’s future products will receive the necessary approvals. If the Company is denied approval or approval is delayed, it could have a
material adverse impact on the Company’s operations.
Impact of Recently Issued Accounting Standards
In May 2014, the FASB issued Accounting Standard Update No. 2014-09, Revenue from Contracts with Customers (“ASU 2014-09”), an updated
standard on revenue recognition. ASU 2014-09 provides enhancements to the quality and consistency of how revenue is reported by companies while also
improving comparability in the financial statements of companies reporting in accordance with International Financial Reporting Standards or U.S. GAAP.
The main purpose of the new standard is for companies to recognize revenue to depict the transfer of goods or services to customers in amounts that reflect
the consideration to which a company expects to be entitled in exchange for those goods or services. The new standard also provides for enhanced
disclosures about revenue, provide guidance for transactions that were not previously addressed comprehensively, and improve guidance for multipleelement arrangements. ASU 2014-09 was effective for periods beginning after December 15, 2018 for nonpublic entities and early application is only
permitted in certain circumstances. The Company is currently evaluating this new standard and the impact it will have on its financial statements,
information technology systems, processes and internal controls.
In March 2016, the FASB amended the existing accounting standards for employee share-based payment arrangements, Accounting Standard Update
No. 2016-09, Compensation - Stock Compensation: Improvements to Share-Based Payment Accounting (“ASU 2016-09”). The amendments require all
excess tax benefits and tax deficiencies associated with share-based payments to be recognized as income tax expense or income tax benefit, respectively,
rather than as additional paid-in capital. The amendments also increase the amount an employer can withhold in order to cover income taxes on awards,
allows companies to recognize forfeitures of awards as they occur, and requires companies to present excess tax benefits from stock-based compensation as an
operating activity in the statement of cash flows rather than as a financing activity. ASU 2016-09 was effective for annual periods beginning after December
15, 2017. The Company adopted ASU 2016-09 effective January 1, 2018. Adoption did not have a material impact on the Company’s financial condition or
results of operations.
In May 2017, the FASB issued Accounting Standards Update No. 2017-09, Compensation - Stock Compensation (Topic 718): Scope of Modification
Accounting, which clarifies which changes to the terms or conditions of share-based payment awards require entities to apply the modification accounting
provisions required in Topic 718 (“ASU 2017-09”). This update is effective for the Company for the year ending December 31, 2018. The Company adopted
ASU 2017-09 effective January 1, 2018. Adoption did not have a material impact on the Company’s financial condition or results of operations.
Reclassifications
Certain reclassifications were made to the 2017 consolidated financial statements to conform with the 2018 consolidated financial statement
presentation.
Subsequent Events
Management has evaluated all transactions and events through June 5, 2019, the date on which these consolidated financial statements were available
to be issued, and determined that there were no additional items that would require adjustment to the consolidated financial statements or disclosure.
NOTE 3—FAIR VALUE MEASUREMENT
The fair value measurements standard establishes a framework for measuring fair value. That framework provides a fair value hierarchy that prioritizes
the inputs to valuation techniques used to measure fair value. The three levels of the fair value hierarchy under ASC Topic 820, Fair Value Measurements
and Disclosures, are described below:
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Level 1 - Inputs to the valuation methodology are unadjusted quoted prices for identical assets or liabilities in active markets that the Company has the
ability to access.
Level 2 - Inputs to the valuation methodology include:
•
•
•
•

Quoted market prices for identical or similar assets or liabilities in active markets
Quoted prices for identical or similar assets or liabilities in inactive markets
Inputs other than quoted prices that are observable for the asset or liability
Inputs that are derived principally from or corroborated by observable market data by correlation or other means

If the asset or liability has a specified (contractual) term, the Level 2 input must be observable for substantially the full term of the asset or liability.
Level 3 - Inputs to the valuation methodology are unobservable and significant to the fair value measurement.
The hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (Level 1) and the lowest priority
to unobservable inputs (Level 3).
The asset’s or liability’s fair value measurement level within the fair value hierarchy is based on the lowest level of any input that is significant to the
fair value measurement. Valuation techniques used need to maximize the use of observable inputs and minimize the use of unobservable inputs.
The only valuation methodology used by the Company was for a money market fund which is valued at the net asset value of shares held by the
Company at year end. There was no change in the methodology used during the years ended December 31, 2017 and 2016.
Following is a description of the valuation methodologies used for assets and liabilities measured at fair value. There have been no changes in the
methodologies used at December 31, 2018 and 2017.
Money market fund: Valued at the net asset value of shares held by the Company at year end.
Warrant liability: Valued using a Black-Scholes model with significant unobservable inputs.
The methods described above may produce a fair value calculation that is not indicative of net realizable value or reflective of future fair values.
Furthermore, while the Company believes its valuation method is appropriate and consistent with other market participants, the use of different
methodologies or assumptions to determine the fair value of certain financial instruments could result in a different fair value measurement at the reporting
date.
The following table sets forth by level, within the fair value hierarchy, the Company’s assets and liabilities recorded at fair value as of December 31,
2018:
Level 1

Assets:
None
Liabilities:
Warrant Liability

Level 2

Level 3

Total

$

—

$

—

$

—

$

—

$

—

$

—

$

5,440,711

$

5,440,711

The following table sets forth by level, within the fair value hierarchy, the Company’s assets and liabilities recorded at fair value as of December 31
2017:
Level 1

Assets:
Money market account *
Liabilities:
None

Level 2

Level 3

Total

$

507,226

$

—

$

—

$

507,226

$

—

$

—

$

—

$

—

* Included in cash and cash equivalents
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The table below sets forth a summary of changes in the fair value of the Company’s Level 3 liabilities for the year ended December 31, 2018:
Fair value at January 1, 2018
Fair value of warrants issued
Fair value of warrants cancelled
Change in fair value recorded in other expense

$

—
4,120,260
(24,655)
1,345,106

Fair value at December 31, 2019

$

5,440,711

The table below sets forth the disclosure requirements for significant unobservable inputs for the Company’s Level 3 liabilities at December 31, 2018.
Unobservable inputs are those inputs for which little or no market data exists and therefore require an entity to develop its own assumptions. The table is not
intended to be all inclusive, but instead captures the significant unobservable inputs relevant to our determination of fair value.
Warrants fair value
Fair market value of preferred stock (per share)
Risk-free interest rate
Volatility

$
$

5,440,771
0.62
2.7% - 2.9%
51.2% - 52.5%

NOTE 4—BALANCE SHEET COMPONENTS
Inventories, net, consist of the following:
December 31,
2018

Purchased parts and raw materials
Work-in-process
Finished goods
Total

2017

$

801,924
—
452,081

$

604,121
18,086
300,318

$

1,254,005

$

922,525

Property and equipment, net, consists of the following:
December 31,
2018

Machinery and equipment
Leasehold improvements
Furniture and fixtures
Computers and software

$

Subtotal
Less: accumulated depreciation and amortization

2017

1,548,976
407,675
152,044
344,904

$

2,453,599
(1,834,731)
$

Total

618,868

2,509,506
(1,878,521)
$

Depreciation and amortization expense was $422,346 and $378,623 for the years ended December 31, 2018 and 2017, respectively.
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1,604,501
410,256
152,940
341,809

630,985

Accrued expenses consist of the following:
December 31,
2018

Accrued payroll and related expenses
Accrued professional services and consulting fees
Accrued research and development expenses
Accrued sales tax payable
Accrued accounts payable
Other
Total

2017

$

934,693
307,181
351,416
69,990
—
157,859

$

449,075
115,402
184,126
174,880
30,129
158,946

$

1,821,139

$

1,112,558

NOTE 5—FINANCING ARRANGEMENTS
Long-Term Debt
In December 2014, the Company entered into a loan and security agreement with Venture Lending and Leasing VII, Inc. (“VLL, Inc.”), in the amount of
$10,000,000 (the “VLL Loan”). The VLL Loan was due in monthly principal installments of $351,530 and bore interest at 11.5% per annum. The VLL Loan
was paid off in August 2018.
Convertible Notes Payable
In November 2016, the Company entered into a convertible note purchase agreement with current investors. Notes issued under the agreement bore
interest at 8% per annum. During 2017, $18,437,860 was received under the agreement. In March 2018, $22,197,870 in outstanding principal and accrued
interest under the agreement converted into 57,210,992 shares of Series G at a 20% discount, representing a conversion price of $0.3880 per share. In
connection with the discount, a beneficial conversion feature of $57,930 and $4,966,462 was recognized in the consolidated statement of operations during
the years ended December 31, 2018 and 2017, respectively.
In October 2018, the Company entered into a convertible note purchase agreement with current investors for up to $10,000,000 in total financing.
Notes issued under the agreement bear interest at 6% per annum and have a maturity date of December 31, 2019. During 2018, $6,347,571 was received
under the agreement. The convertible note purchase agreement provided for conversion of all principal and interest under the agreement at a 20% discount to
the price paid for securities in the Company’s next financing. In connection with the discount, a beneficial conversion feature of $1,168,009 was recognized
in the consolidated statement of operations during the year ended December 31, 2018. Subsequent to December 31, 2018, in April 2019, all notes issued
under the agreement were settled for cash in connection with the acquisition of the Company by Pacira BioSciences, Inc. (Note 12).
NOTE 6—WARRANTS
In December 2011, in connection with a loan agreement, the Company issued warrants to purchase 305,810 shares of Series C convertible preferred
stock. In March 2018, in conjunction with the Series G financing (Note 7), the warrants were converted into warrants to purchase 30,581 shares of Common
Stock.
In December 2014, in connection with the issuance of convertible notes payable, the Company issued warrants to purchase 2,762,541 shares of Series E2 convertible preferred stock. In March 2018, in conjunction with the Series G financing (Note 7), the warrants were converted into warrants to purchase
276,234 shares of Common Stock.
In December 2014, in connection with the VLL loan (Note 5), the Company issued warrants to purchase 1,430,205 shares of Series E-2 Convertible
Preferred Stock. In March 2018, in conjunction with the Series G financing (Note 7), the warrants were converted into warrants to purchase 2,577,320 shares
of Series G.
In April 2015, in connection with the participation of VLL, Inc. in the second closing of Series E-2, the Company issued warrants to purchase 9,966
shares of Series E-2. In March 2018, in conjunction with the series G preferred stock financing (Note 7), the warrants were converted into warrants to purchase
996 shares of Common Stock.
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In May, 2018, in connection with the Series G financing (Note 7), the Company issued warrants to purchase 971,901 shares of Junior Preferred,
2,542,828 shares of Series E-2 (New) and 13,284,940 shares of Series G, inclusive of the warrants issued to VLL as noted above.
In July 2018, at the request of a stockholder, the Company and the stockholder entered into an agreement under which the Company issued 58,440
shares of Common Stock and 36,110 shares of Junior Preferred to the stockholder in exchange for 40,719 shares Common Stock and warrants to purchase
87,191 shares of Series G.
In November 2018, in connection with the issuance of convertible notes payable (Note 5), the Company issued warrants to purchase 1,588,880 shares of
Series G.
Convertible preferred stock warrants outstanding at December 31, 2018 were as follows:
Date of Issuance

Date of Expiration

Type of Warrant

Exercise Price per Share

May 4, 2018
May 4, 2018
May 4, 2018
November 21, 2018

May 3, 2025
May 3, 2025
May 3, 2025
November 20, 2023

Junior Preferred
Series E-2 (New)
Series G
Series G

$6.1247
$0.8740
$0.4850
$0.4850

Outstanding and Exercisable
at December 31, 2018

971,901
2,542,828
13,197,749
1,588,880
18,301,358

Convertible preferred stock warrants outstanding at December 31, 2017 were as follows:
Date of Issuance

Date of Expiration

Type of Warrant

Exercise Price per Share

December 9, 2011
December 11, 2014
December 19, 2014
April 28, 2015

December 9, 2021
December 11, 2021
June 30, 2025
June 30, 2025

Series C
Series E-2
Series E-2
Series E-2

$0.654
$0.874
$0.874
$0.874

Outstanding and Exercisable
at December 31, 2017

305,810
2,762,541
1,430,205
9,966
4,508,522

NOTE 7—CONVERTBLE PREFERRED STOCK AND STOCKHOLDERS’ DEFICIT
At December 31, 2018, the authorized capital stock of the Company consisted of 718,000,000 shares, comprising two classes—440,000,000 shares of
common stock and 278,000,000 shares of convertible preferred stock.
At December 31, 2017, the authorized capital stock of the Company consisted of 354,981,000 shares, comprising two classes—206,731,000 shares of
common stock and 148,250,000 shares of convertible preferred stock.
In January 2017, in conjunction a Series F convertible preferred stock financing that occurred in December 2016, the Company exchanged 156,250
shares of Series A Convertible Preferred Stock (Series A), 178,690 shares of Series B Convertible Preferred Stock (Series B) and 8,888,008 shares of Series C
Convertible Preferred Stock (Series C) into 10,943,261 shares of Series E-2 Convertible Preferred Stock (Series E-2). At the same date, the Company also
exchanged 36,542,136 shares of Series D Convertible Preferred Stock (Series D), 22,504,453 shares of Series E-1 Convertible Preferred Stock (Series E-1) and
18,692,967 shares of Series E-2 into 72,973,181 shares of Series F Convertible Preferred Stock (Series F).
2018 Series G Financing
Between March and May 2018, the Company completed a Series G Financing in multiple closings with existing preferred stockholders. The Series G
Financing provided for the cancellation and conversion to Common Stock at the then-applicable conversion rates of all existing classes of the Company’s
preferred stock prior to a 10:1 reverse stock split of the Company’s Common Stock (Note 2).
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In conjunction with the Series G Financing, the Company issued 21,184,895 shares of Series G for $0.4850 per share for gross cash proceeds of
$10,274,683. The Series G Financing also included the conversion of the principal and accrued interest outstanding under the November 2016 note purchase
agreement (Note 5).
Participants in the Series G Financing that provided total cash proceeds and note principal equal to 100% or more of such participant’s pro-rata portion
of the total Series G Financing offering amount were also eligible to receive shares of Junior Preferred, Series E-2 (New) and Series F (New) for no additional
consideration. Such participants were given shares of Junior Preferred with a total liquidation preference amount equivalent to the total liquidation
preference amount held by such participant in Series A, Series B, Series C, Series D and Series E-1 shares immediately prior to the Series G Financing. Such
participants were also given Series E-2 (New) and Series F (New) shares equivalent to the number of Series E-2 and Series F shares held by such participant
immediately prior to the Series G Financing, respectively. The Company issued 304,302, 12,239,784 and 91,858,091 shares of Junior Preferred, Series E-2
(New) and Series F (New) in accordance with these terms, respectively.
Preferred stockholders who elected not to participate in the Series G Financing or who elected to participate at less than 100% of such preferred
stockholder’s pro rata portion of the total Series G offering amount but executed certain Series G Financing transaction documents were eligible to receive
warrants to purchase shares of Junior Preferred as well as shares of Series E-2 (New) and Series F (New) in exchange for the shares of Common Stock received
by the stockholder as a result of the conversion of preferred stock held immediately prior to the Series G Financing by the stockholder. Such stockholders
were given warrants to purchase shares of Junior Preferred with a total liquidation preference amount equivalent to 50% of the total liquidation preference
amount held by such participant in Series A, Series B, Series C, Series D and Series E-1 shares immediately prior to the Series G Financing. Such participants
were also given Series E-2 (New) and Series F (New) shares equivalent to 50% of the number of Series E-2 and Series F shares held by such participant
immediately prior to the Series G Financing, respectively. In accordance with these terms, stockholders forfeited 3,008,775 shares of Common Stock. These
stockholders were issued 2,238,455 and 109,389 shares of Series E-2 (New) and Series F (New), respectively.
Outstanding Convertible Preferred Stock
At December 31, 2018, convertible preferred stock consisted of the following:
Shares Authorized

Junior Preferred
Series E-2 (New)
Series F (New)
Series G

Shares Issued & Outstanding

Liquidation Amount

3,000,000
25,000,000
100,000,000
150,000,000

340,412
14,478,239
91,967,480
78,395,887

$

3,474,892
16,678,153
229,454,722
258,996,782

278,000,000

185,182,018

$

508,604,549

At December 31, 2017, convertible preferred stock consisted of the following:
Shares Authorized

Series A
Series B
Series C
Series D
Series E-1
Series E-2
Series F

Shares Issued & Outstanding

Liquidation Amount

250,000
500,000
18,000,000
5,000,000
3,000,000
21,500,000
100,000,000

246,886
485,043
17,469,616
4,203,192
2,741,985
17,138,078
92,085,338

$

1,975,088
6,790,602
11,425,129
3,194,426
2,396,495
14,978,680
160,965,171

148,250,000

134,370,138

$

201,725,591
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The significant features of the Company’s convertible preferred stock outstanding as of December 31, 2018 are as follows:
Dividend Provisions
The holders of Series G are entitled to receive dividends, at a rate of $0.0582 per share per annum, prior and in preference to any other class or series of
capital stock. Then the holders of Junior Preferred, Series E-2 (New) and Series F (New) are entitled to receive dividends, on a pari passu basis, on any
remaining assets legally available at a rate of $10.2079, $0.874 and $0.874 per share per annum, respectively. All dividends are payable when, as and if
declared by the Board of Directors. The Series G dividends are cumulative and totaled $3,730,499 as of December 31, 2018. The dividends for Junior
Preferred, Series E-2 (New) and Series F (New) are not cumulative. No dividends have been declared to date.
Carve-out Common Stock
The Company has two series of common stock known individually as “Common Stock” and “Carve-Out Common Stock”.
In the event of the sale of substantially all the assets or stock of the Company (the “Carve-Out Liquidation Event”) to a purchaser in exchange for cash
or stock of the purchaser, a payment (the “Carve-Out Payment”) will be made first to the holders of Carve-Out Common Stock from the total amount
distributable to the stockholders of the Company (the “Net Exit Value”). The Carve-Out Payment will be equal to 5% of the first $60,000,000 of the Net Exit
Value plus 10% of the Net Exit Value over and above $60,000,000 but less than or equal to $110,000,000 plus 24% of the Net Exit Value above
$110,000,000 plus any amounts received by the Company prior to Carve-Out Liquidation Event as payments for exercise of any options to acquire CarveOut Common Stock (the “Exercise Payments”). The total Carve-Out Payment will not exceed the total of any Exercise Payments plus 12.5% of the total Net
Exit Value.
Proceeds from the Carve-Out Payment will be distributed among the holders of Carve-Out Common Stock in proportion of the number of Carve-Out
Common Stock held by such holder divided by the number of shares of Carve-Out Common Stock outstanding at the time of the Carve-Out Liquidation
Event.
A Carve-Out Liquidation Event typically will include situations where the Company is sold as a going concern to another company and will not
include situations where the Company’s operations are discontinued and/or the Company’s intellectual property assets are sold.
Liquidation Preference
In the event of any liquidation, dissolution, winding up or deemed liquidation event of the Company, the holders of Series G then outstanding shall be
entitled to be paid, after payment of distributions caused by a Carve-Out Liquidation Event, but prior and in preference to any payment or distribution of any
such funds on any shares of Common Stock or any other series of convertible preferred stock, an amount equal to $0.485 plus any accrued but unpaid
dividends per outstanding share of Series G. If the liquidation proceeds are insufficient to satisfy this payment in full, then the entire proceeds legally
available are to be distributed ratably among the holders of Series G in proportion to the preferential amount each holder is otherwise entitled to receive.
Upon the completion of the distributions described above, the holders of Series F (New) then outstanding shall be entitled to be paid, in preference to
any additional payment or distribution of any such funds on any shares of Common Stock or any other series of convertible preferred stock, an amount equal
to $0.874 plus any accrued but unpaid dividends declared per outstanding share of Series F (New). If the liquidation proceeds are insufficient to satisfy this
payment in full, then the entire proceeds legally available are to be distributed ratably among the holders of Series F (New) in proportion to the preferential
amount each holder is otherwise entitled to receive.
Upon the completion of the distributions described above, the holders of Series G then outstanding shall be entitled to be paid, in preference to any
additional payment or distribution of any such funds on any shares of Common Stock or any other series of convertible preferred stock, a second amount
equal to $0.485 per outstanding share of Series G. If the liquidation proceeds are insufficient to satisfy this payment in full, then the entire proceeds legally
available are to be distributed ratably among the holders of Series G in proportion to the preferential amount each holder is otherwise entitled to receive.
Upon the completion of the distributions described above, the holders of Series F (New) then outstanding shall be entitled to be paid, in preference to
any additional payment or distribution of any such funds on any shares of Common Stock or any other series of convertible preferred stock, a second amount
equal to $0.847 per outstanding share of Series F (New). If the liquidation
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proceeds are insufficient to satisfy this payment in full, then the entire proceeds legally available are to be distributed ratably among the holders of Series F
(New) in proportion to the preferential amount each holder is otherwise entitled to receive.
Upon the completion of the distributions described above, the holders of Series G then outstanding shall be entitled to be paid, in preference to any
additional payment or distribution of any such funds on any shares of Common Stock or any other series of convertible preferred stock, an additional catchup amount to be distributed pro-rata among the holders of outstanding Series G in proportion to the number of shares of outstanding Series G held by each
(“Series G Catch-Up Amount”). The Series G Catch-Up Amount is equal to the Series G As-Converted Percentage multiplied by the sum of (a) the total
distributions made to the holders of Series F described above plus (a) the Catch-Up Amount. The As-Converted Percentage for any series of convertible
preferred stock is determined by dividing (a) the number of shares of Common Stock issuable on conversion of all shares of such series of convertible
preferred stock by (b) the total number of shares of Common Stock then outstanding, determined on an as-converted to Common Stock basis (“As-Converted
Percentage”). If the liquidation proceeds are insufficient to satisfy the Series G Catch-Up Amount in full, then the entire proceeds legally available are to be
distributed ratably among the holders of Series G in proportion to the preferential amount each holder is otherwise entitled to receive.
Upon the completion of the distributions described above, the holders of Series E-2 (New), Series F (New) and Series G then outstanding shall be
entitled to be paid, in preference to any additional payment or distribution of any such funds on any shares of Common Stock or any other series of
convertible preferred stock, the following senior preferred stock payments (collectively the “Senior Preferred Stock Payment”):
a. Series E-2 (New) — an amount equal to $0.874 plus any declared or accrued but unpaid dividends per outstanding share of Series E-2 (New)
b. Series F (New) — an amount equal to the Series F (New) As-Converted Percentage of the total Senior Preferred Stock Payment
c. Series G — an amount equal to the Series G As-Converted Percentage of the the Senior Preferred Stock Payment
If the liquidation proceeds are insufficient to satisfy the Senior Preferred Stock Payment in full, then the entire proceeds legally available are to be
distributed ratably among the holders of Series E-2 (New), Series F (New) and Series G in proportion to the preferential amount each holder is otherwise
entitled to receive.
Upon the completion of the distributions described above, the holders of Junior Preferred, Series E-2 (New), Series F (New) and Series G then
outstanding shall be entitled to be paid, in preference to any additional payment or distribution of any such funds on any shares of Common Stock, the
following stock payments (collectively the “Junior Preferred Stock Payment”):
a.
b.
c.
d.

Junior Preferred — an amount equal to $10.2079 plus any declared but unpaid dividends per outstanding share of Junior Preferred
Series E-2 (New) — an amount equal to the Series E-2 (New) As-Converted Percentage of the total Junior Preferred Stock Payment
Series F (New) — an amount equal to the Series F (New) As-Converted Percentage of the total Junior Preferred Stock Payment
Series G — an amount equal to the Series G As-Converted Percentage of the Junior Preferred Stock Payment

If the liquidation proceeds are insufficient to satisfy the Junior Preferred Stock Payment in full, then the entire proceeds legally available are to be
distributed ratably among the holders of Junior Preferred, Series E-2 (New), Series F (New) and Series G in proportion to the preferential amount each holder is
otherwise entitled to receive.
Upon the completion of the distributions described above, any remaining liquidation proceeds are distributed ratably amount the holders of Common
Stock, Series E-2 (New), Series F (New) and Series G, each on an as-converted basis.
Conversion Rights
Each outstanding share of Junior Preferred, Series E-2 (New), Series F (New), and Series G is convertible into such number of fully paid and nonassessable shares of Common Stock that results from dividing the issuance price per share plus any declared but unpaid dividends by the conversion price in
effect at the time of the conversion. As of December 31, 2018, the per share conversion price of Junior Preferred, Series E-2 (New), Series F (New), and Series G
was $10.2079, $0.874, $0.874 and $0.4361, respectively.
Conversion is automatic at its then effective conversion rate immediately upon the closing of a firm commitment underwritten public offering pursuant
to an effective registration statement under the Securities Act of 1933, as amended,
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covering the offer and sale of common stock in which the public offering price equals or exceeds three (3) times the original purchase price (as adjusted for
any stock dividends, stock splits, or recapitalizations) and the aggregate gross proceeds raised, equal or exceed $30,000,000, or upon receipt of the written
consent of the holders of a requisite majority of the outstanding shares of convertible preferred stock.
Redemption Rights
Convertible preferred stock is not redeemable at the election of the holder other than pursuant to any exchange agreement.
Voting Rights
The holders of each share of convertible preferred stock are entitled to the number of votes equal to the number of shares of common stock into which
such share is convertible.
NOTE 8—STOCK-BASED COMPENSATION
Stock Option Plan
In June 2005, the Company adopted the 2005 Stock Option Plan (“2005 Plan”). Under the terms of the 2005 Plan, options and other stock awards may
be granted to employees, consultants and directors of the Company. Stock options granted under the Plan may be either incentive stock options (“ISO”),
which may be granted only to the Company’s employees (including officers and directors), or non-statutory stock options (“NSO”), which may be granted to
the Company’s employees and consultants.
In December 2007, the Company’s Board of Directors approved the adoption of an updated and amended Stock Plan (the ”Option Plan”). Under the
Option Plan, the Company is authorized to issue stock purchase rights available for grant, incentive stock options and non-statutory stock options to
directors, employees and consultants. As amended, the Option Plan permitted the Company to grant up to 3,741,079 shares of the Company’s Common
Stock.
In March 2014, the Option Plan was amended, reducing the number of shares available for grant to 2,677,210.
In March 2017, the Company adopted the 2017 Stock Plan (“2017 Plan”). Under the 2017 Plan, incentive stock options, non-statutory stock options,
and stock purchase rights may be granted to employees, directors, and consultants of the Company. The 2017 Plan permitted the Company to grant up to a
maximum aggregate of 23,576,000 shares of common stock which consists of 300,000 shares of the Company’s Common Stock and 23,276,000 shares of the
Company’s Carve-Out Common Stock (Note 7).
In March 2018, the 2017 Plan was amended and restated, increasing the number of shares available for grant to 40,300,000 shares of common stock
which consists of 300,000 shares of the Company’s Common Stock and 40,000,000 shares of the Company’s Carve-Out Common Stock.
The 2005 Plan, the Option Plan and the 2017 Plan are collectively defined as the “Option Plans”. Subsequent to December 31, 2018, on April 9, 2019,
the Option Plans were terminated in conjunction with the acquisition of the Company (Note 12).
Options under the Option Plans may be granted for periods of up to ten years and at prices no less than 110% of the estimated fair value of the shares on
the date of grant as determined by the Board of Directors, provided, however, that the exercise price of an ISO and NSO shall not be less than 100% and 85%
of the estimated fair value of the shares on the date of grant, respectively, and the exercise price of an ISO and NSO granted to a 10% stockholder shall not be
less than 110% of the estimated fair value of the shares on the date of grant. Options generally vest over four years and vest at a rate of 25% upon the first
anniversary of the vesting commencement date and 1/48th per month thereafter. Pursuant to the terms of the Option Plans, the Company may, but is not
obligated to require, that any option may be exercised only upon execution of a stock restriction agreement regarding the exercise of any unvested options.
The Company has the right to repurchase, at the original issuance price, the unvested portion of stock issued in exchange for stock options which were
exercised before they were vested.
In March 2017, the Company offered existing optionholders the ability to exchange their existing outstanding stock options for a new option issued to
acquire shares of Carve-Out Common Stock. The new option exercise price was the fair market value determined at the time of the exchange and vesting was
based on years of service to the Company. A total of
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6,108,000 stock options were issued in conjunction with the option exchange program during the year ending December 31, 2017.
Activity under the Option Plans for the years ended December 31, 2018 and 2017 is as follows:
Weighted Average
Exercise Price Per Share

Shares

Weighted Average
Remaining Contractual
Life (In Years)

Outstanding at December 31, 2016
Options granted
Options exercised
Options canceled/forfeited/expired

779,069
22,401,523
(20,000)
(4,232,873)

$
$
$
$

2.35
0.12
0.12
0.47

7.3

Outstanding at December 31, 2017

18,927,719

$

0.13

9.2

Options granted
Options exercised
Options canceled/forfeited/expired

27,404,693
(46,879)
(7,695,642)

$
$
$

0.09
0.12
0.12

Outstanding at December 31, 2018

38,589,891

$

0.11

9.2

Vested and expected to vest at December 31, 2018
Exercisable at December 31, 2018

38,589,891
11,317,100

$
$

0.11
0.12

9.2
8.7

Options outstanding and currently exercisable and vested by exercise price at December 31, 2018, were as follows:

Options Outstanding

Exercise Price

$0.01 - $0.08
$0.09 - $0.11
$0.12 - $1.01
$1.02 - $3.10
$3.11 - $14.15
$14.16 - $24.00
$0.01 - $24.00

Number Outstanding

14,397,934
10,000
24,127,707
23,600
29,400
1,250
38,589.891

Options Exercisable
Weighted Average
Remaining Contractual
Life (In Years)

Exercise Price

9.5
8.3
9.1
2.4
5.1
1.3

$0.01 - $0.08
$0.09 - $0.11
$0.12 - $1.01
$1.02 - $3.10
$3.11 - $14.15
$14.16 - $24.00

2,769,177
5,437
8,488,236
23,600
29,400
1,250

9.4
8.3
8.4
2.4
5.1
1.3

9.2

$0.01 - $24.00

11,317,100

8.7

Number Outstanding

Weighted Average
Remaining Contractual
Life (In Years)

The aggregate intrinsic value of options exercised during the year ending December 31, 2018 was zero. The computation of the aggregate intrinsic
value is based upon the difference between the original exercise price of the options and the Company’s estimate of the deemed fair value of the Company’s
stock as of the exercise date.
Stock-Based Compensation Associated with Awards to Employees and Nonemployees
The Company estimated the fair value of each option award on the date of grant using the Black-Scholes option pricing model. During the year ended
December 31, 2018, the Company granted stock options to employees and nonemployees to purchase 27,404,693 shares of Carve-Out Common Stock with a
weighted-average grant date fair value of $0.05. During the year ended December 31, 2017, the Company granted stock options to purchase 85,000 shares of
Common Stock and 22,316,523 shares of Carve-Out Common Stock with a weighted-average grant date fair value of $0.05.
As of December 31, 2018, there was $1,392,507 of total unrecognized compensation cost which are expected to be recognized over a weighted-average
period of 2.4 years.
The Company uses the Black-Scholes option pricing model to determine the fair value of stock options. The determination of the fair value of stockbased payment awards on the date of the grant is affected by the stock price as well as
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assumptions regarding a number of complex and subjective variables. These variables include expected stock price volatility over the expected term of the
awards, actual and projected employee stock exercise behaviors, risk-free interest rates and expected dividends. The estimated grant date fair values of the
employee stock options were calculated using the Black-Scholes option pricing model, based on the following assumptions:
Year Ended December 31,

Expected dividend yield
Risk-free interest rate
Expected volatility
Expected life (in years)

2018

2017

0.0%
2.33% - 3.09%
45.56% - 58.36%
2.00 - 6.48

0.0%
1.76% -2.19%
48.93% - 69.13%
5.00 - 6.08

Expected Life
Given the Company’s limited historical exercise behavior, the expected term of options granted was determined using the “simplified” method since
the Company does not have sufficient historical exercise data to provide a reasonable basis upon which to estimate the expected term. Under this approach,
the expected term is based on anticipated vesting without a liquidity event and the shorter of the simplified method (average of the vesting term and
contractual life of the option) and timing of a future liquidity event where one occurs resulting in immediate settlement. In all cases, the timing of a liquidity
event was sooner than the expected term estimated by using the simplified method.
Expected Volatility
The Company used an average historical stock price volatility of comparable public companies to be representative of future stock price volatility as
the Company does not have any trading history for its stock.
Risk-Free Interest Rate
The risk-free interest rate is based on U.S. Treasury zero-coupon issues with remaining terms similar to the expected term on the options.
Dividend Yield
The Company has never declared or paid any cash dividends and does not plan to pay cash dividends in the foreseeable future and, therefore, used an
expected dividend yield of zero in the valuation model.
Forfeitures
The Company accounts for forfeitures as they occur. Accordingly, stock-based compensation expense is based on actual forfeitures in our condensed
consolidated statements of operations for the year ended December 31, 2018.
Prior to 2018, stock-based compensation expense was recognized in the consolidated statements of operations based on awards ultimately expected to
vest and therefore reduced for estimated forfeitures based on actual forfeiture experience, analysis of employee turnover and other factors.
Fair Value of Stock
The fair value of the shares of stock underlying the stock options has historically been the responsibility of and determined by the Company’s Board of
Directors. Because there has been no public market for the Company’s common stock, the Board of Directors determined fair value of the shares underlying
the stock at the time of grant of the option by considering a number of objective and subjective factors, including sales of convertible preferred stock to
unrelated third parties, operating and financial performance, the lack of liquidity of capital stock and general and industry specific economic outlook,
amongst other factors. The fair value of the underlying stock will be determined by the Company’s Board of Directors until such time as the Company’s stock
is listed on an established exchange or national market system.
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Total Stock-Based Compensation Expense
Total stock-based compensation expense recorded under ASC 718 and ASC 550-50 related to options granted to employees and nonemployees was
allocated to research and development and selling, general and administrative expense as follows:
Year Ended December 31,
2018

Cost of revenue
Research and development
Selling, general and administrative

2017

$

20,026
74,110
425,310

$

17.619
197.662
211.677

$

519,446

$

426,958

Allocations to research and development and selling, general and administrative are based upon the department to which the associated employee
reported.
NOTE 9—COMMITMENTS AND CONTINGENCIES
Operating Leases
In June 2015, the Company entered into a non-cancelable operating lease for its current headquarters in Fremont, California. The lease expires in
August 2020. As part of the operating lease agreement, the Company received a tenant improvements allowance of $195,280. The Company recorded the
allowance as a deferred rent liability and the associated expenditures as leasehold improvements that are being amortized over the shorter of their estimated
useful life or the term of the lease.
The Company recognizes rent expense on a straight-line basis over the non-cancelable lease term and records the difference between cash rent payments
and the recognition of rent expense as a deferred rent liability. Where leases contain escalation clauses, rent abatements and/or concessions, such as rent
holidays and landlord or tenant incentives or allowances, the Company applies them in the determination of straight-line rent expense over the lease term.
Rent expense was $240,310 and $272,940 for the years ended December 31, 2018 and 2017, respectively.
Future minimum payments under the non-cancelable office operating lease as of December 31, 2018 were as follows:
Years ending December 31:
2019
2020 (eight months)
Total

$

247,519
168,919

$

416,438

Indemnifications
In the normal course of business, the Company enters into contracts that contain a variety of representations and warranties and provide for general
indemnifications. The Company’s exposure under these agreements is unknown because it involves claims that may be made against the Company in the
future. To date, the Company has not held any claims or been required to defend any action related to its indemnification obligations. However, the
Company may record charges in the future as a result of these indemnification obligations.
Contingencies
From time to time, the Company may be involved in legal and administrative proceedings and claims of various types. The Company records a liability
in its consolidated financial statements for these matters when a loss is known and considered probable and the amount can be reasonably estimated.
Management reviews these estimates in each accounting period as additional information becomes known and adjusts the loss provision when appropriate. If
the loss is not probable or cannot be reasonably estimated, a liability is not recorded in the consolidated financial statements. If a loss is probable but the
amount of loss cannot be reasonably estimated, the Company discloses the loss contingency and an estimate of possible loss or range of loss (unless such an
estimate cannot be made). The Company does not recognize gain contingencies until they are realized. Legal costs incurred in connection with loss
contingencies are expensed as incurred.
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NOTE 10—INCOME TAXES
The Company has recorded a deferred income tax benefit of $453,432 and $3,182,269 related to the beneficial conversion feature of convertible
promissory notes for the years ended December 31, 2018 and 2017, respectively.
The tax effects of temporary differences and carryforwards that give rise to significant portions of deferred tax assets are as follows:
December 31,
2018

Net deferred income tax assets:
Net operating loss carryforwards
Depreciation and amortization
Research and development credits
Accruals and reserves
Total deferred taxes

$

Less: valuation allowance

2017

38,382,281
3,762,602
1,663,347
1,148,515
44,956,745

$

33,576,745
4,032,685
1,487,713
983,371
40,080,514

(44,956,745)
$

Total net deferred tax assets

—

(40,080,514)
$

—

The Company has established a full valuation allowance against its deferred tax assets due to the uncertainty surrounding the realization of assets. The
valuation allowance increased $4,876,231 during the year ended December 31, 2018 and decreased $11,984,486 during the year ended December 31, 2017.
As of December 31, 2018, the Company had net operating loss carryforwards of approximately $139,063,438 and $134,451,392 available to reduce
future taxable income, if any, for federal and state income tax purposes, respectively. Federal net operating loss carryforwards of $123,488,702 begin to
expire in the year 2026 and $15,574,736 million will carryover indefinitely. The state net operating loss carryforwards begin to expire in 2028.
As of December 31, 2018, the Company had research and development credits for federal income tax purposes of approximately $1,337,888 which
expire beginning in the year 2026. The Company also has state research and development credit carryforwards of approximately $1,314,331 which never
expire.
Utilization of the net operating loss and credit carryforwards will be subject to an annual limitation due to the ownership percentage change limitations
provided by the Internal Revenue Code of 1986, as amended, and similar state provisions. The annual limitation may result in the expiration of the net
operating loss carryforwards before utilization. In the event the Company has had a change of ownership, utilization of the carryforwards could be restricted.
The Company accounts for the uncertainty in income taxes by utilizing a comprehensive model for the recognition, measurement, presentation and
disclosure in financial statements of any uncertain tax positions that have been taken or are expected to be taken on an income tax return. The changes in the
Company’s uncertain income tax positions for the years ended December 31, 2018 and 2017 consisted of the following:
Beginning balance as of January 1, 2017
Increases related to current year tax positions

$

Ending balance as of December 31, 2017
Increases related to current year tax positions

690,207
63,114
753,321
42,345

$

Ending balance as of December 31, 2018

795,666

The Company has elected to recognize interest and penalties related to uncertain tax positions as a component of income tax expense. No such
expenses were incurred in the years ended December 31, 2018 and 2017. The Company has not made any accruals for payment of interest related to
unrecognized tax benefits at December 31, 2018 or 2017. None of the Company’s unrecognized tax benefits that, if recognized, would affect its effective tax
rate at December 31, 2018.
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The Company’s income tax returns for all tax years remain open to examination by federal and state taxing authorities due to the taxing authorities’
ability to adjust operating loss carryforwards. The Company does not anticipate that there will be a material change in the total amount of unrecognized tax
benefits within the next twelve months.
In December 2017, the United States enacted a law commonly known as the Tax Cuts and Jobs Act (“TCJA”) which makes widespread changes to the
Internal Revenue Code, including a reduction in the federal corporate tax rate to 21% effective January 1, 2018.
The Company is subject to the provisions of the FASB ASC 740-10, Income Taxes, which requires that the effect on deferred tax assets and liabilities of
a change in tax rates be recognized in the period the tax rate change was enacted. The carrying value of our U.S. deferred taxes is determined by the enacted
U.S. corporate income tax rate. Consequently, the reduction in the U.S. corporate income tax rate impacts the carrying value of our deferred tax assets. Under
the new corporate income tax rate of 21%, the U.S. net deferred tax asset position decreased as did the related valuation allowance.
NOTE 11—RELATED-PARTY TRANSACTIONS
In January 2012, the Company entered into an Incentive Compensation Agreement and a Consulting Agreement (the Agreements) with one of the
Company's founders. Under the terms of the Agreements, the founder received a warrant to purchase 235,068 shares of Common Stock at $1.90 per share. The
warrants were exercisable immediately and will expire in January 2022. Subject to the terms and conditions of the Agreements, the founder is also eligible to
receive a change of control bonus on a transaction closing date equal to 3% of the net proceeds, less applicable withholdings. If the Company's holders of
convertible preferred stock have not converted their shares of convertible preferred stock to Common Stock, the holders of convertible preferred stock will
receive proceeds that are at least equal to their original investment, prior to any bonus payment to the founder.
In September 2016, the Company and one of its lead investors agreed to conduct a comprehensive review of the Company’s operations, with the intent
of providing recommendations to strengthen the execution of the Company’s plans. The Board of Directors agreed during its November 4, 2016 meeting to
reimburse the lead investor for certain costs incurred on the Company’s behalf during the review. The Company reimbursed approximately $117,000 during
2017.
Two members of the Company’s board members provide consulting services to the Company. The Company paid these board members $359,100 and
$443,879 in consulting fees during the years ending December 31, 2018 and 2017, respectively.
NOTE 12—SUBSEQUENT EVENTS
Convertible Promissory Notes
Subsequent to December 31, 2018, in February 2019, the Company received $3,652,429 under the convertible note purchase agreement entered into in
October 2018 (Note 5).
Subsequent to December 31, 2018, in April 2019, in conjunction with the acquisition of the Company discussed below, all outstanding principal and
accrued interest under the convertible note purchase agreement was settled from proceeds of the acquisition.
Acquisition By Pacira BioSciences, Inc.
On April 9, 2019, Pacira BioSciences, Inc., acquired the Company pursuant to the terms of an Agreement and Plan of Merger dated March 4, 2019.
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Exhibit 99.2
PACIRA BIOSCIENCES, INC.
UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL STATEMENTS
On April 9, 2019, Pacira BioSciences, Inc. (formerly known as Pacira Pharmaceuticals, Inc.) (“Pacira” or the “Company”) completed the acquisition (the
“Acquisition”) of MyoScience Inc. (now known as Pacira CryoTech, Inc.) (“MyoScience”), pursuant to an Agreement and Plan of Merger, dated March 5,
2019 (the “Merger Agreement”), by and among Pacira, PS Merger, Inc., MyoScience and Fortis Advisors LLC, as the securityholders’ representative. Upon
completion of the Acquisition, MyoScience became a wholly-owned subsidiary of the Company.
The unaudited pro forma condensed combined financial statements presented below are based on, and should be read in conjunction with (i) the
Company’s historical consolidated financial statements, and the related notes thereto, included in its Annual Report on Form 10-K for the year ended
December 31, 2018 and (ii) MyoScience’s historical consolidated financial statements, and the related notes thereto, included in this Current Report on
Form 8-K /A. The unaudited pro forma condensed combined balance sheet gives effect to the Acquisition as if it had occurred on December 31, 2018 and
combines the historical consolidated balance sheets of Pacira and MyoScience as of December 31, 2018. The unaudited pro forma condensed combined
statement of operations is presented as if the Acquisition had occurred on January 1, 2018 and combines the historical consolidated results of operations of
Pacira and MyoScience for the year ended December 31, 2018.
The historical consolidated financial statements have been adjusted to give effect to pro forma events that are (i) directly attributable to the
Acquisition; (ii) factually supportable and (iii) with respect to the statement of operations, expected to have a continuing impact on the condensed combined
results of operations. These unaudited pro forma condensed combined financial statements should be read in conjunction with the accompanying notes.
The unaudited pro forma condensed combined financial statements set forth below reflect pro forma adjustments that are based upon available
information and certain assumptions that the Company believes are reasonable. The unaudited pro forma condensed combined financial statements have
been presented for informational purposes only and are not necessarily indicative of what the Company’s financial position or results of operations actually
would have been had the Acquisition been completed as of the dates indicated. In addition, the unaudited pro forma condensed combined financial
statements do not purport to project the future financial position or operating results of Pacira.
The unaudited pro forma condensed combined financial statements do not reflect the realization of potential cost savings, synergies or any related
restructuring or integration costs that may result from the integration of MyoScience. Although Pacira believes that certain cost savings may result from the
Acquisition, there can be no assurance that these cost savings will be achieved. The allocation of the purchase price for the Acquisition is preliminary and
will likely change in future periods as fair value estimates of the assets acquired and liabilities assumed are refined and finalized during the allowable oneyear measurement period.
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PACIRA BIOSCIENCES, INC.
UNAUDITED PRO FORMA CONDENSED COMBINED BALANCE SHEET
DECEMBER 31, 2018
(In thousands)

Pacira
(Historical)

ASSETS
Current assets:
Cash and cash equivalents
Short-term investments
Restricted cash
Accounts receivable, net
Inventories, net
Prepaid expenses and other current assets

$

Total current assets
Long-term investments
Fixed assets, net
Goodwill
Equity investment
Intangibles, net
Other assets

132,526
250,928
—
38,000
48,569
7,946

MyoScience
(Historical)

$

477,969
25,871
108,670
62,040
14,146
—
657

Total assets
LIABILITIES AND STOCKHOLDERS’ EQUITY (DEFICIT)
Current liabilities:
Accounts payable
Accrued expenses
Contingent consideration
Convertible senior notes
Income taxes payable

3,955
—
184
657
1,254
371

$

6,421
—
619
—
—
—
—

(127,412) a
—
(184) b
—
293 c
—

Pro Forma
Combined

$

(127,303)
—
—
36,642 d
—
110,090 e
184 b

9,069
250,928
—
38,657
50,116
8,317
357,087
25,871
109,289
98,682
14,146
110,090
841

$

689,353

$

7,040

$

19,613

$

716,006

$

14,368
45,865
—
338
90

$

556
1,879
—
6,098
—

$

—
—
13,957 f
(6,098) g
—

$

14,924
47,744
13,957
338
90

Total current liabilities
Convertible senior notes
Contingent consideration
Warrant liability
Other liabilities
Total liabilities
Convertible preferred stock
Stockholders’ equity (deficit):
Common stock
Additional paid-in capital
Accumulated deficit
Accumulated other comprehensive loss

60,661
290,592
—
—
16,874

8,533
—
—
5,441
42

368,127

14,016

—

73,560

(73,560) h

1
39,747
(120,284)
—

(1) h
(39,747) h
115,814 h
—

41
709,691
(388,226)
(280)

Total stockholders’ equity (deficit)
Total liabilities and stockholders’ equity (deficit)

Pro Forma
Adjustments
MyoScience
(Note 4)

321,226
$

689,353

(80,536)
$

7,040

77,053
290,592
14,689
—
16,916

17,107

399,250
—
41
709,691
(392,696)
(280)

76,066
$

See Notes to Unaudited Pro Forma Condensed Combined Financial Statements
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7,859
—
14,689 f
(5,441) g
—

19,613

316,756
$

716,006

PACIRA BIOSCIENCES, INC.
UNAUDITED PRO FORMA CONDENSED COMBINED STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2018
(In thousands, except per share amounts)

MyoScience
(Historical)

Pacira (Historical)

Revenues:
Net product sales
Collaborative licensing and milestone revenue
Royalty revenue

$

332,427
3,000
1,850

Total revenues
Operating expenses:
Cost of goods sold
Research and development
Selling, general and administrative
Product discontinuation
Amortization of acquired intangible assets

$

5,458
—
—

Pro Forma
Adjustments
MyoScience (Note
4)

$

—
—
—
—

342,735

86,845
55,688
177,265
1,564
—

3,976
3,471
12,903
—
—

107 i
—
—
—
7,864 j

90,928
59,159
190,168
1,564
7,864
349,683

321,362

20,350

7,971

15,915

(14,892)

(7,971)

6,497
(21,949)
(888)

10
(2,248)
(1,451)

(16,340)

(3,689)

(425)
(46)

(18,581)
453

Net loss

$

(471)

Basic and diluted net loss per common share
Basic and diluted weighted average common shares

$

(0.01)
40,911

$

(18,128)

(6,948)
—
4,118
(21,949)
(888)

(2,389) k
2,248 l
1,451 i, m
1,310

(18,719)

(6,661)
(453) n
$

N/A
N/A

See Notes to Unaudited Pro Forma Condensed Combined Financial Statements
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337,885
3,000
1,850

5,458

Total operating expenses

Total other expense, net

$

337,277

Income (loss) from operations
Other (expense) income:
Interest income
Interest expense
Other, net
Loss before income taxes
Income tax (expense) benefit

Pro Forma
Combined

(7,114)
N/A
N/A

(25,667)
(46)
$

(25,713)

$

(0.63)
40,911

PACIRA BIOSCIENCES, INC.
NOTES TO UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL STATEMENTS
NOTE 1—DESCRIPTION OF TRANSACTION
On April 9, 2019, the Company completed the Acquisition of MyoScience, a privately-held medical device company. Upon completion of the
Acquisition, MyoScience became a wholly-owned subsidiary of the Company. Total consideration for the Acquisition was approximately $148.7 million,
consisting of an initial payment of $120.0 million in cash, subject to adjustment based on customary post-closing purchase price adjustments and
indemnification obligations and $28.7 million of contingent consideration. The Merger Agreement provided for contingent milestone payments of up to an
aggregate of $100.0 million upon the achievement of certain regulatory and commercial milestones, of which up to $25.0 million may be payable in shares of
the Company’s common stock if achieved in 2020. The Company funded the initial payment from cash on hand.
NOTE 2—BASIS OF PRESENTATION
The unaudited pro forma condensed combined financial statements were prepared using the acquisition method of accounting and were based on the
historical financial statements of the Company and MyoScience. The unaudited pro forma condensed combined balance sheet gives effect to the Acquisition
as if it had occurred on December 31, 2018 and combines the historical consolidated balance sheets of the Company and MyoScience as of December 31,
2018. The assets acquired and liabilities assumed are recognized at their fair value as of the date of the Acquisition. Any temporary differences between the
financial and tax reporting basis of assets as a result of the fair market value adjustments have been accounted for under Accounting Standards Codification,
or ASC, 740—Income Taxes. The unaudited pro forma condensed combined statement of operations is presented as if the Acquisition had occurred on
January 1, 2018 and combines the historical consolidated results of operations of the Company and MyoScience for the year ended December 31, 2018.
The historical condensed combined financial statements have been adjusted in the accompanying unaudited pro forma condensed combined financial
statements to give effect to pro forma events that are (i) directly attributable to the Acquisition; (ii) factually supportable and (iii) with respect to the
unaudited pro forma condensed combined statement of operations, are expected to have a continuing impact on the combined results. Under ASC 805
—Business Combinations, acquisition-related transaction costs (e.g., advisory, legal, valuation and other professional fees) are not included as a component
of consideration transferred but are accounted for as expenses in the periods in which the costs are incurred. These transaction costs are excluded in the
unaudited pro forma condensed combined statement of operations. The impact of such expenses are reflected in the unaudited pro forma condensed
combined balance sheet as an increase to accumulated deficit and a corresponding decrease to cash.
NOTE 3—PURCHASE PRICE CONSIDERATION AND PRELIMINARY PURCHASE PRICE ALLOCATION
The following table summarizes the allocation of the preliminary estimated aggregate purchase price to the estimated fair value of the net assets
acquired at the acquisition date of April 9, 2019. The final allocation of the purchase price will be determined at a later date and is dependent on a number of
factors, including the final valuation of MyoScience’s tangible and intangible assets acquired, liabilities assumed and the estimated fair value of contingent
consideration. The final valuation of assets acquired and liabilities assumed and contingent consideration may be materially different than the values
assumed for purposes of the estimated purchase price allocation.
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The preliminary allocation of the purchase price is as follows (in thousands):
Amounts Recognized at the
Acquisition Date (Unaudited)
ASSETS ACQUIRED

Cash and cash equivalents
Accounts receivable, net
Notes receivable
Inventories, net
Prepaid expenses and other current assets
Fixed assets, net
Right-of-use assets, net
Other assets
Intangible assets
Total assets acquired

$

1,346
1,003
977
1,800
242
649
250
184
110,090

$

116,541

$

1,304
2,843
321
40

LIABILITIES ASSUMED

Accounts payable
Accrued expenses
Lease liabilities
Other liabilities
Total liabilities assumed
Total identifiable net assets acquired
Goodwill

4,508
112,033
36,642
$

Total net assets acquired

148,675

NOTE 4—PRO FORMA ADJUSTMENTS (UNAUDITED)
For the purposes of preparing these unaudited pro forma condensed combined financial statements, the Company assumed the following adjustments:
Pro Forma Condensed Combined Balance Sheet as of December 31, 2018
(a) Represents the net cash used in the acquisition (in thousands):
Cash consideration (1)
Acquisition costs (2)
Net cash pro forma adjustment

$

120,029
7,383

$

127,412

(1) Represents the total cash consideration paid at closing of the Acquisition.
(2) To record Pacira’s and MyoScience’s acquisition-related transaction costs of $4.0 million and $3.4 million, respectively. The unaudited pro forma condensed combined balance
sheet reflects the costs as a reduction of cash with a corresponding increase to accumulated deficit for Pacira's costs.

(b) Adjustment to reclassify restricted cash related to a lease obligation as a long-term asset.
(c) Adjustment to reflect the step-up of inventories to estimated fair value, which is determined as the estimated selling price less cost to sell and a
reasonable profit margin.
(d) Represents the estimated excess of the purchase price over the fair value of the tangible and intangible assets acquired and liabilities assumed.
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(e) Represents the preliminary estimated fair value of the following intangible assets acquired (in thousands):
Developed technology
Customer relationships
Intangibles, net pro forma adjustment

$

110,000
90

$

110,090

The fair value estimate for all identifiable intangible assets is preliminary. The final determination of the fair value of the developed technology
intangible asset, as well as its estimated useful life, remains subject to change. The finalization may have a material impact on the valuation of intangible
assets and the purchase price allocation.
(f) Represents the estimated fair value of the contingent consideration associated with the achievement of certain regulatory and commercial milestones.
(g) Adjustment to eliminate historical MyoScience convertible notes and warrant obligations at the time of the Acquisition. Such obligations were not
assumed by the Company.
(h) Represents the elimination of MyoScience’s historical preferred stock, common stock and additional paid in capital as part of the acquisition and
the following adjustments to accumulated deficit (in thousands):
Impact of the Company’s transaction costs
Elimination of MyoScience’s historical accumulated deficit
Other
Accumulated deficit pro forma adjustment

$

4,013
(120,284)
457

$

(115,814)

Pro Forma Condensed Combined Statement of Operations as of December 31, 2018
(i) Represents the reclassification of an inventory write off from other expense to cost of goods sold.
(j) Represents the amortization of acquired intangible assets based on the preliminary estimated fair value and useful lives of 14 years. The amortization
expense is calculated using the straight-line method over the estimated remaining useful lives of the assets.
(k) Represents an estimate of foregone interest income on cash, cash equivalents and marketable securities used to fund the Acquisition.
(l) Adjustment to eliminate interest expense associated with MyoScience’s historical convertible notes obligations that were repaid on the closing date
and not assumed by the Company as part of the Acquisition.
(m) Reflects the elimination of the fair value adjustment of MyoScience’s warrant expense settled as part of the Acquisition.
(n) Reflects the elimination of a historical tax benefit.
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