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The First Chicago Approach (cont)
 (Calculate the Fair Market Value (FMV) of the
company, under each scenario

* Discount Rates are ranging (Based on 1939-1998 NYSE

data): Firm Size (K$) | Discount Rate
250 26.8%
1,000 25.1%
25,000 21.2%
50,000 20.4%
100,000 19.5%
500,000 17.6%
10,000,000 14.0%

» Use average of 25%
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The First Chicago Approach (cont)

Scenarios FMV Probability Wtd FMV
Very Optimistic 130,000 2% 2,600
Optimistic 50,000 8% 4,000
Conservative 10,000 20% 2,000
Pessimistic - 70% -
Weighted Average FMV 8,600

FMYV - Fair Market Value
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New Drug Development Process

Clinieal Trinls

; 45 ja] o
Dizeovery Pre-clinical = Phasze | Phase 1l Phaze 11 % larker
ez e 5 “fear? e 10 Year 12
-
Timeline
tarverags duri tion )
27

ryapoy yw THY IJ"EL;Q

(onm) Real Options-2 wnsw

A Decision Tree -Example
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