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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)

x  QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
FOR THE QUARTERLY PERIOD ENDED MARCH 31, 2014

or

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
FOR THE TRANSITION PERIOD FROM TO

Commission file number: 001-36287

Flexion Therapeutics, Inc.

(Exact name of registrant as specified in its charter)
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Delaware 26-13883604
(State or Other Jurisdiction of (LLR.S. Employer
Incorporation or Organization) Identification No.)
10 Mall Road, Suite 301
Burlington, Massachusetts 01803
(Address of Principal Executive Offices) (Zip Code)

(781) 305-7777

(Registrant s Telephone Number, Including Area Code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yes x No ~

Indicate by check mark whether registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a
smaller reporting company. See the definitions of large accelerated filer , accelerated filer , smaller reporting company
in Rule 12b-2 of the Exchange Act.

Large accelerated filer ~ Accelerated filer

Non-accelerated filer ~ (Do not check if a smaller reporting company) Smaller reporting company x
Indicate by check mark whether registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). 7 Yes x No

As of May 7, 2014, the registrant had 15,623,778 shares of Common Stock ($0.001 par value) outstanding.
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PART L. FINANCIAL INFORMATION

Item 1. Financial Statements

(A Development Stage Enterprise)

Assets

Current assets:

Cash and cash equivalents

Marketable securities

Prepaid expenses and other current assets

Total current assets
Property and equipment, net
Deferred offering costs
Other assets

Restricted cash

Total assets

Liabilities, Convertible Preferred Stock and Stockholders Equity (Deficit)

Current liabilities:
Accounts payable

Flexion Therapeutics, Inc.

Balance Sheets

(Unaudited)

Accrued expenses and other current liabilities

Current portion of long-term debt
Total current liabilities
Long-term debt

Other long-term liabilities

Total liabilities

Commitments and contingencies

Preferred Stock, $.001 par value; 10,000,000 and O shares authorized, at

March 31, 2014 and December 31, 2013, respectively, and 0 shares issued and

outstanding at March 31, 2014 and December 31, 2013, respectively

Table of Contents

March 31,
2014

$ 35,789,245
42,723,190
845,164

79,357,599
392,770

24,750
128,000

$ 79,903,119

$ 1,783,489
1,599,892
2,000,000

5,383,381
3,058,333
80,476

8,522,190

December 31,
2013

$ 16,188,254
250,047
181,962

16,620,263
375,239
1,623,540
28,875
128,000

$ 18,775,917

$ 1,279,874
2,256,680
1,500,000

5,036,554
3,546,667
90,373

8,673,594
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Convertible preferred stock (Series A and B), $0.001 par value; 0 and

73,780,250 shares authorized, O shares and 72,780,250 shares issued and

outstanding, and aggregate liquidation preference of $0 and $75,043,464, at

March 31, 2014 and December 31, 2013, respectively 74,806,213
Stockholders equity (deficit):

Common stock, $0.001 par value; 100,000,000 and 94,000,000 shares

authorized; 15,609,039 and 794,090 shares issued and outstanding, at March 31,

2014 and December 31, 2013, respectively 15,609 794
Additional paid-in capital 144,069,881 1,458,503
Accumulated other comprehensive income 842 (28)
Deficit accumulated during the development stage (72,705,403) (66,163,159)
Total stockholders equity (deficit) 71,380,929 (64,703,890)

Total liabilities, convertible preferred stock, and stockholders equity (deficit) $ 79,903,119 $ 18,775917

The accompanying notes are an integral part of these condensed financial statements.
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Flexion Therapeutics, Inc.
(A Development Stage Enterprise)

Statements of Operations and Comprehensive Loss

(Unaudited)
Cumulative Period
From Inception
(November 5, 2007)
to
Three Months Ended March 31, March 31, 2014
2014 2013
Revenue $ $ $
Operating expenses:
Research and development 4,150,847 3,186,696 46,445,212
General and administrative 2,283,913 1,520,943 25,909,432
Total operating expenses 6,434,760 4,707,639 72,354,644
Loss from operations (6,434,760) (4,707,639) (72,354,644)
Other income (expense):
Interest income 30,758 118,772 806,879
Interest expense (111,667) (108,333) (771,820)
Other income (expense), net (26,575) (100,887) (385,818)
Total other income (expense) (107,484) (90,448) (350,759)
Net loss $ (6,542,244) $ (4,798,087) $ (72,705,403)
Net loss attributable to common stockholders $ (6,542,244) $ (4,798,087) $ (72,705,403)
Net loss per share attributable to common stockholders,
basic and diluted $ 0.86) $ (6.08)
Weighted average common shares outstanding, basic and
diluted 7,632,786 789,222
Other comprehensive (loss)income:
842 1,381 842

Table of Contents 6



Edgar Filing: Flexion Therapeutics Inc - Form 10-Q

Unrealized (losses)gains from available-for-sale securities,
net of tax of $0

Total other comprehensive (loss)income 842 1,381 842

Comprehensive loss $ (6,541,402) $ (4,796,706) $ (72,704,561)

The accompanying notes are an integral part of these condensed financial statements.
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Flexion Therapeutics, Inc.

(A Development Stage Enterprise)

Consolidated Statements of Changes in Convertible Preferred Stock and Stockholders Equity (Deficit)

Series A and B

Convertible Preferred
Stock

Shares Amount
Balance at
December 31,
2010
Issuance of
Series A
Convertible
Preferred Stock
Stock-based
compensation
expense
Net loss
Other
comprehensive
income

28,950,000 28,835,747

13,000,000 13,000,000

Balance at
December 31,
2011
Issuance of
Series A
Convertible
Preferred
Stock, net of
issuance costs
of $11,476
Issuance of
Series B
Convertible
Preferred
Stock, net of
issuance costs
of $111,522

41,950,000 41,835,747

13,093,464 13,081,988

17,736,786 19,888,478

Table of Contents

(Unaudited)

Common Stock

Shares

530,240

530,240

258,982

Par Value

530

530

259

Accumulated Deficit

Other Accumulated Total
AdditionalComprehensivduring the  Stockholders
Paid-in Income Development Equity
Capital (Loss) Stage (Deficit)
228,751  (1,055) (21,547,907) (21,319,681)
83,190 83,190
(11,446,909)  (11,446,909)
1,858 1,858
311,941 803 $(32,994,816) (32,681,542)
41,851 42,110
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Exercise of
stock options
Stock-based
compensation
expense

Net loss

Other
comprehensive
income

Balance at
December 31,
2012

Exercise of
stock options
Stock-based
compensation
expense

Net loss

Other
comprehensive
loss

72,780,250 74,806,213

Balance at
December 31,
2013
Conversion of
Series A and
Series B
Convertible
Preferred Stock
Issuance of
Common Stock
net of issuance
costs

Exercise of
stock options
Stock-based
compensation
expense

Net loss

Other
comprehensive
loss

72,780,250 $ 74,806,213

(72,780,250)  (74,806,213)

Balance at
March 31,
2014 $ $

789,222

4,868

794,090 $

8,952,057

5,750,000

112,892

789

5

794§

8,952

5,750

113

96,278

450,070

12,266

996,167

1,458,503

74,797,261

67,184,423

193,199

436,495

15,609,039 $15,609 $ 144,069,881

$

$

96,278

(14,981,619) (14,981,619)

1,647 1,647

2,450 $(47,976,435) (47,523,126)

12,271

996,167

(18,186,724)  (18,186,724)

(2,478) (2,478)

(28) $(66,163,159) $(64,703,890)

74,806,213

67,190,173

193,312

436,495

(6,542,244) (6,542,244)

870 870

842 $(72,705,403) $ 71,380,929

The accompanying notes are an integral part of these consolidated financial statements.
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Flexion Therapeutics, Inc.
(A Development Stage Enterprise)
Statements of Cash Flows

(Unaudited)

Three Months Ended March 31, Cumulative
Period
from Inception
(November 5, 2007)
to March 31,
2014 2013 2014

Cash flows from operating activities
Net loss $ (6,542,244) $ (4,798,087) $  (72,705,403)
Adjustments to reconcile net loss to cash used in operating
activities:
Depreciation 27,344 10,567 462,280
Stock-based compensation expense 436,495 32,439 1,789,761
Amortization of premium (discount) on marketable securities 9,271 85,994 571,146
Loss on disposal of property and equipment 168,107
Other non-cash charges 4,125 20,157 107,368
Changes in operating assets and liabilities:
Prepaid expenses and other current and long-term assets (663,202) 88,213 (792,346)
Accounts payable 671,763 (235,020) 1,631,568
Accrued expenses and other current and long-term liabilities (430,366) (234,554) 1,649,608
Net cash used in operating activities (6,486,814) (5,030,291) (67,117,911)
Cash flows from investing activities
Purchases of property and equipment (44,875) (5,360) (1,023,155)
Change in restricted cash (98,000) (128,000)
Purchases of marketable securities (42,731,544) (7,730,192) (124,216,215)
Redemption of marketable securities 250,000 4,250,000 80,912,644
Net cash used in investing activities (42,526,419) (3,583,552) (44,454,726)
Cash flows from financing activities
Proceeds from issuance of related-party notes 4,100,000
Payment of related-party notes (4,100,000)
Proceeds from borrowings under term loan 5,000,000 5,000,000
Payments of debt issuance costs (61,876)
Payment of initial public offering costs (1,096,588) (2,169,298)
Table of Contents 11
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Proceeds from issuance of Series A Convertible Preferred
Stock, net of issuance costs
Proceeds from issuance of Series B Convertible Preferred
Stock, net of issuance costs

Proceeds from the issuance of common stock 69,517,500
Proceeds from the exercise of stock options 193,312
Net cash provided by financing activities 68,614,224
Net increase (decrease) in cash and cash equivalents 19,600,991
Cash and cash equivalents at beginning of period 16,188,254
Cash and cash equivalents at end of period $ 35,789,245

Supplemental disclosures of cash flow information:

Cash paid for interest $ 100,000
Supplemental disclosures of non-cash financing activities:

Initial public offering costs included in accounts payable or

accrued expenses $ 158,029
Conversion of convertible preferred stock into common stock $ 74,806,213

The accompanying notes are an integral part of these condensed financial statements.
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5,000,000

(3,613,843)
12,835,330

$ 9221487 $

$ 62,222

54,917,735

19,888,478
69,539,150
247,693

147,361,882

35,789,245

35,789,245
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Flexion Therapeutics, Inc.
(A Development Stage Enterprise)

Notes to Financial Statements (Unaudited)

1. Overview and Nature of the Business

Flexion Therapeutics, Inc. ( Flexion orthe Company ) was incorporated under the laws of the state of Delaware on
November 5, 2007. Flexion is a specialty pharmaceutical company focused on the development and

commercialization of novel, injectable pain therapies. The Company is targeting anti-inflammatory and analgesic
therapies for the treatment of patients with musculoskeletal conditions, beginning with osteoarthritis, a type of
degenerative arthritis ( OA ) and post-operative pain. Flexion s broad and diversified portfolio of product candidates
addresses the OA pain treatment spectrum, from moderate to severe pain, and provides the Company with multiple
opportunities to achieve its goal of commercializing novel, patient-focused pain therapies.

The Company is subject to risks and uncertainties common to early-stage companies in the biopharmaceutical
industry, including, but not limited to, new technological innovations, dependence on key personnel, protection of
proprietary technology, compliance with government regulations, and ability to secure additional capital to fund
operations. The Company s product candidates are all in the development stage and will require significant additional
research and development efforts, including extensive preclinical and clinical testing and regulatory approval prior to
commercialization. These efforts require significant amounts of additional capital, adequate personnel infrastructure
and extensive compliance reporting capabilities. There can be no assurance that development efforts, including
clinical trials, will be successful or that the Company will have the ability to continue into later stages of clinical trials.
Even if the Company s product development efforts are successful, it is uncertain when, if ever, the Company will
realize significant revenue from product sales.

On February 18, 2014, the Company completed an initial public offering ( IPO ) of its common stock, which resulted in
the sale of 5,750,000 shares of common stock at a price to the public of $13.00 per share, including shares sold
pursuant to the exercise in full of the underwriters option to purchase additional shares. The Company received net
proceeds from the TPO of $67.2 million after deducting underwriting discounts, commissions, and offering costs paid
by the Company. In preparation for the IPO, the Company s Board of Directors and stockholders approved a 1-for-8.13
reverse stock split of the Company s common stock and a proportional adjustment to the existing conversion ratios for
each series of Convertible Preferred Stock, effective January 27, 2014. All share and per share amounts in the
condensed financial statements and notes thereto have been retroactively adjusted, where necessary, to give effect to
this reverse stock split. In connection with the closing of the IPO, all of the Company s outstanding redeemable
convertible preferred stock automatically converted to common stock as of February 18, 2014, resulting in an
additional 8,952,057 shares of common stock of the Company becoming outstanding. Following these transactions,

the Company s total issued common stock as of March 31, 2014 was 15,609,039 shares. The significant increase in
shares outstanding in February 2014 is expected to impact the year-over year comparability of the Company s (loss)
earnings per share calculations for the next twelve months.

At March 31, 2014, the Company is considered a development stage enterprise. Until planned principal operations

have commenced and significant revenue is generated, financial statements prepared in accordance with accounting
principles generally accepted in the United States of America ( GAAP ) are required to report cumulative statements of
operations and comprehensive loss, stockholders equity (deficit) and cash flows.

Table of Contents 13
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2. Basis of Presentation

The accompanying condensed financial statements as of March 31, 2014, and for the three months ended March 31,
2014 and 2013, have been prepared in accordance with the rules and regulations of the Securities and Exchange
Commission (the SEC ) and GAAP for condensed financial information. Accordingly, they do not include all of the
information and footnotes required by GAAP for complete financial statements. In the opinion of management, these
condensed financial statements reflect all adjustments which are necessary for a fair statement of the Company s
financial position and results of its operations, as of and for the periods presented. These condensed financial
statements should be read in conjunction with the consolidated financial statements and notes thereto contained in the
Company s Annual Report on Form 10-K filed with the SEC on March 28, 2014.

The information presented in the condensed financial statements and related notes as of March 31, 2014, and for the
three months ended March 31, 2014 and 2013, is unaudited. The December 31, 2013 condensed balance sheet
included herein was derived from the audited financial statements as of that date, but does not include all disclosures,
including notes, required by GAAP for complete financial statements.

Table of Contents 14
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Interim results for the three months ended March 31, 2014 are not necessarily indicative of the results that may be
expected for the fiscal year ending December 31, 2014, or any future period.

The accompanying condensed financial statements have been prepared on a basis which assumes that the Company
will continue as a going concern and which contemplates the realization of assets and satisfaction of liabilities and
commitments in the normal course of business. The Company is in the development stage and has incurred recurring
losses and negative cash flows from operations. As of March 31, 2014 and December 31, 2013, the Company had cash
and cash equivalents and marketable securities of $78,512,435 and $16,438,301, respectively. Management believes
that current cash, cash equivalents and marketable securities on hand at March 31, 2014 should be sufficient to fund
operations into late 2015. The future viability of the Company is dependent on its ability to raise additional capital to
finance its operations and to fund increased research and development costs in order to seek approval for
commercialization of its product candidates. The Company s failure to raise capital as and when needed would have a
negative impact on its financial condition and its ability to pursue its business strategies as this capital is necessary for
the Company to perform the research and development activities required to develop the Company s product
candidates in order to generate future revenue streams.

3. Fair Value of Financial Assets

The following tables present information about the Company s assets and liabilities that are measured at fair value on a
recurring basis as of March 31, 2014 and December 31, 2013 and indicate the level of the fair value hierarchy utilized
to determine such fair value:

Fair Value Measurements as of March 31, 2014 Using:

Level 1 Level 2 Level 3 Total
Assets:
Cash equivalents $ $ 34913835 $ $ 34,913,885
Marketable securities 42,723,190 42,723,190
$ $ 77,637,075 $ $ 77,637,075
Fair Value Measurements as of December 31, 2013 Using:
Level 1 Level 2 Level 3 Total
Assets:
Cash equivalents $ $ 14,957,788 % $ 14,957,788
Marketable securities 250,047 250,047
$ $ 15,207,835 $ $ 15,207,835

As of March 31, 2014 and December 31, 2013, the Company s cash equivalents and marketable securities that are
invested primarily in U.S. treasury bills, corporate bonds, money market funds, commercial paper and U.S.
government agency holdings are valued based primarily on Level 2 inputs. The Company measures the fair value of
marketable securities using Level 2 inputs and primarily relies on quoted prices in active markets for similar
marketable securities. During the three months ended March 31, 2014 and year ended December 31, 2013, there were
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no transfers between Level 1, Level 2 and Level 3.

The term loan outstanding under the Company s credit and security agreement is reported at its carrying value in the
accompanying balance sheet. The Company determined the fair value of the term loan using an income approach,
utilizing a discounted cash flow analysis based on current market interest rates for debt issuances with similar
remaining years to maturity, adjusted for credit risk. The term loan was valued using Level 2 inputs as of March 31,
2014. The result of the calculation yielded a fair value that approximates carrying value.
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4. Marketable Securities
As of March 31, 2014 and December 31, 2013, the fair value of available-for-sale marketable securities by type of
security was as follows:

March 31, 2014
Gross Unrealiz€d-oss Unrealized
Amortized Cost Gains Losses Fair Value
Commercial paper $13,785,700 $ 11,314  $ $13,797,014
Corporate bonds and US Government
Obligations $28,936,648 $ $ (10,472) $28,926,176
$42,722.348 $ 11,314 $ (10,472) $42,723,190
December 31, 2013
Gross Unrealiferbss Unrealized
Amortized Cost Gains Losses Fair Value
Corporate bonds $ 250,075 $ $ (28) $ 250,047
$ 250,075 $ $ 28) $ 250,047

At March 31, 2014 and December 31, 2013, marketable securities consisted of investments that mature within one
year.

5. Accrued Expenses and Other Current Liabilities
Accrued expenses and other current liabilities consisted of the following:

March 31, December 31,

2014 2013
Clinical research $ 393,090 $ 163,521
Contract manufacturing services 408,850 529,287
Payroll and other employee-related expenses 458,490 792,165
Preclinical services 5,685
Consultant fees and expenses 11,726 21,718
Professional services fees 237,789 642,052
Interest expense 34,445 34,445
Other 55,502 67,807
Total accrued expenses and other current liabilities $1,599,892 $ 2,256,680
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6. Stock-Based Compensation
Stock Incentive Plan

The Company grants stock-based awards pursuant to its Stock Incentive Plan (the 2013 Plan ). The maximum number

of shares that may be issued under the 2013 Plan is 4,684,989 shares. As of March 31, 2014, 1,034,020 shares were
available for future issuance under the 2013 Plan.
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Stock Options

During the three months ended March 31, 2014 and 2013, the Company granted stock options for the purchase of
530,675, and 0 shares of common stock, respectively, to certain employees and directors. The vesting conditions for
most of these awards are time-based, and the awards typically vest 25% after one year and monthly thereafter for the
next 36 months, except for annual option grants to non-employee directors of the Company which vest in equal
monthly installments during the 12-month period following the grant date, pursuant to the Company s Non-Employee
Director Compensation Policy. Awards typically expire after 10 years.

Stock Option Valuation

The fair value of each stock option grant is estimated on the date of grant using the Black-Scholes option-pricing
model. Prior to the IPO, the Company was a private company and therefore lacked company-specific historical and
implied volatility information. Therefore, it estimates its expected stock volatility based on the historical volatility of
its publicly traded peer companies and expects to continue to do so until such time as it has adequate historical data
regarding the volatility of its own traded stock price. The expected term of the Company s stock options has been
determined utilizing the simplified method for awards that qualify as plain vanilla options. The expected term of stock
options granted to non-employees is equal to the contractual term of the option award. The risk-free interest rate is
determined by reference to the U.S. Treasury yield curve in effect at the time of grant of the award for time periods
approximately equal to the expected term of the award. Expected dividend yield is based on the fact that the Company
has never paid cash dividends and does not expect to pay any cash dividends in the foreseeable future. The relevant
data used to determine the value of the stock option grants for the three months ended March 31, 2014 is as follows:

2014
Risk-free interest rates 1.54-1.87%
Expected dividend yield 0.00%
Expected term (in years) 6.0
Expected volatility 64.3-66.9%

10
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The following table summarizes stock option activity for the three months ended March 31, 2014:

Shares Weighted
Issuable Average
Under Exercise

Options Price
Outstanding as of December 31, 2013 834,983 ) 2.99
Granted 530,675 17.37
Exercised (112,892) 1.71
Canceled (62,062) 2.62
Outstanding as of March 31, 2014 1,190,704 ) 9.54

Options vested and expected to vest at March 31, 2014 1,099,029

Options exercisable at March 31, 2014 319,140

The aggregate intrinsic value of options is calculated as the difference between the exercise price of the options and
the fair value of the Company s common stock for those options that had exercise prices lower than the fair value of
the Company s common stock. A total of 112,892 options were exercised during the three months ended March 31,
2014. The aggregate intrinsic value of stock options exercised during the three months ended March 31, 2014 was
$1,143,483.

At March 31, 2014 and 2013 the Company had options for the purchase of 1,190,704 and 662,730 shares of common
stock outstanding, respectively, with a weighted average remaining contractual term of 8.73, and 7.73 years,

respectively, and with a weighted average exercise price of $9.54 and $1.32 per share, respectively.

The weighted average grant date fair value of options granted during the three months ended March 31, 2014 and
2013 was $10.49 and $0, respectively.

Stock-based Compensation

The Company recorded stock-based compensation expense related to stock options for the three months ended
March 31, 2014 and 2013 as follows:

2014 2013
Research and development $113,518 $11,568
General and administrative 322,977 20,781

$436,495 $32,439
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As of March 31, 2014, unrecognized stock-based compensation expense for stock options outstanding was
$7,717,771, which is expected to be recognized over a weighted average period of 3.3 years. As of March 31, 2013,
unrecognized stock-based compensation expense for stock options outstanding was $261,142, which is expected to be
recognized over a weighted average period of 1.4 years.

On March 31, 2014 the vesting of certain options granted to a terminated employee was accelerated. This change in
vesting conditions was accounted for as a modification of these stock options and resulted in an aggregate increase in

the fair value of the options of $70,494 and was recorded as stock-based compensation expense on the modification
date, which was March 31, 2014.
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7. Net Loss Per Share
Basic and diluted net loss per share attributable to common stockholders was calculated as follows for the three
months ended March 31, 2014 and 2013:

2014 2013
Numerator:
Net loss $(6,542,244) $(4,798,087)
Net income attributable to participating securities
Net loss attributable to common stockholders: $(6,542,244) $(4,798,087)
Denominator:
Weighted average common shares outstanding, basic
and diluted 7,632,786 789,222
Net loss per share attributable to common
stockholders, basic and diluted $ (0.86) $ (6.08)

Stock options for the purchase of 942,165 and 416,425 weighted average shares of common stock were excluded from
the computation of diluted net loss per share attributable to common stockholders for the three months ended

March 31, 2014 and 2013, respectively, because those options had an anti-dilutive impact due to the net loss
attributable to common stockholders incurred for those periods.

In February 2014, the Company issued an additional 5,750,000 shares of common stock in connection with its IPO

and 8,952,057 shares of common stock in connection with the automatic conversion of its redeemable convertible
preferred stock upon the closing of the IPO. The issuance of these shares resulted in a significant increase in the
Company s weighted average shares outstanding for the three months ended March 31, 2014 when compared to the
comparable prior year period and is expected to continue to impact the year-over-year comparability of the Company s
(loss) earnings per share calculations for the next twelve months.

8. Related Party Transactions

The Company has retained, as external legal counsel, a firm that owns 3,075 shares of common stock of the Company.
Legal fees of the firm incurred by the Company for the three months ended March 31, 2014 and 2013 were $421,711
and $95,832, respectively, and from the date of inception (November 5, 2007) through March 31, 2014 were
$3,348,332. Legal fees of the firm paid by the Company during the three months ended March 31, 2014 and 2013
were $561,475 and $180,653, respectively. Amounts payable to this firm as of March 31, 2014 and 2013 were
$239,502 and $32,808, respectively.

9. Long-term Debt
On January 3, 2013, the Company entered into a credit and security agreement with MidCap under which it
immediately borrowed $5,000,000 as a term loan. The term loan accrues interest monthly at an interest rate of
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8.0% per annum and has a term of 45 months. As the term loan has a 15-month interest-only period, the term loan
principal balance, along with any accrued interest, is to be paid in 30 equal monthly installments beginning April 1,
2014 and ending September 1, 2016. In addition to these principal payments, the Company is required to make a
payment of $175,000 to the lender on September 1, 2016, which amount is being accreted to the carrying value of the
debt using the effective interest rate method. As of March 31, 2014, the carrying value of the term loan was
$5,058,333, of which $2,000,000 was classified as the current portion of long-term debt on the balance sheet. In
connection with the credit and security agreement the Company granted MidCap a security interest in all of the
Company s personal property now owned or hereafter acquired, excluding intellectual property but including the
proceeds from the sale, if any, of intellectual property, and a negative pledge on intellectual property. The credit and
security agreement also contains certain representations, warranties, and non-financial covenants of the Company. As
of March 31, 2014, the Company was compliant with all covenants.
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ITEM 2. MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

The following discussion and analysis should be read in conjunction with our financial statements and accompanying
notes included in this Quarterly Report on Form 10-Q and the financial statements and accompanying notes thereto
for the fiscal year ended December 31, 2013 and the related Management s Discussion and Analysis of Financial
Condition and Results of Operations, both of which are contained in our Annual Report of Form 10-K filed by us with
the Securities and Exchange Commission, or SEC, on March 28, 2014.

Forward-Looking