
 
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): May 30, 2014

Ohr Pharmaceutical, Inc.
(Exact name of registrant as specified in its charter)

 
Delaware 333-88480 #46-5622433

(State or other Jurisdiction of Incorporation) (Commission File Number) (IRS Employer Identification No.)
 
 

800 Third Avenue, 11th Floor, New York, NY 10022
(Address of Principal Executive Offices) (Zip Code)

  
Registrant’s telephone number, including area code: (212)-682-8452

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:

☐ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
☐ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
☐ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
 



 
 

Explanatory Note

On June 2, 2014, Ohr Pharmaceutical, Inc. (the “Company” or “Ohr”) filed a Current Report on Form 8-K (the “Original Form 8-K”) to report that the Company
completed the acquisition of certain assets of SKS Ocular, LLC (“SKS Parent”), and SKS Ocular 1, LLC (“SKS 1” and SKS Parent referred to herein as “SKS”), including
licenses, patents and contracts relating to micro-fabrication polymer-based sustained delivery platforms related to ocular therapeutics and dry age-related macular degeneration
animal models, together with biomarkers to support such models, on May 30, 2014. This Current Report on Form 8-K/A amends the Original Form 8-K to provide the financial
statements and pro forma financial information described under Item 9.01 below.
 

Item 9.01 Financial Statements and Exhibits.

(a) Financial Statements of Business Acquired

The Audited Consolidated Financial Statements of SKS as of and for the years ended December 31, 2013 and 2012, and accompanying notes are included as Exhibit 99.1 to this
Current Report on Form 8-K/A.

The Unaudited Consolidated Financial Statements of SKS as of March 31, 2014 and for the three months ended March 31, 2014 and 2013, and accompanying notes are
included as Exhibit 99.2 to this Current Report on Form 8-K/A.

(b) Pro Forma Financial Information

The following Unaudited Pro Forma Consolidated Condensed Financial Statements of Ohr and SKS are included as Exhibit 99.3 to this Current Report on Form 8-K/A and
incorporated herein by reference:

i. Unaudited Pro Forma Consolidated Condensed Balance Sheets as of March 31, 2014.

ii. Unaudited Pro Forma Consolidated Condensed Statements of Operations for the six months ended March 31, 2014 and for the year ended September 30, 2013.

iii. Notes to the Unaudited Pro Forma Consolidated Condensed Financial Statements

(d) Exhibits

The following exhibits are being filed with this Current Report on Form 8-K/A:

Number Description

  
Exhibit 99.1 Audited Consolidated Financial Statements of SKS as of and for the years ended December 31, 2013 and 2012.
  
Exhibit 99.2 Unaudited Consolidated Financial Statements of SKS as of March 31, 2014 and for the three months ended March 31, 2014 and 2013.
  
Exhibit 99.3 Unaudited Pro Forma Consolidated Condensed Financial Statements of Ohr as of and for the six months ended March 31, 2014 and as of the year ended

September 30, 2013.
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Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned hereunto
duly authorized.
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By: /s/ Irach Taraporewala                            
Dr. Irach Taraporewala, President and CEO
Dated: August 12, 2014
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Ohr Pharmaceutical, Inc. 8-K/A
 

Exhibit 99.1
 

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
  
To the Members
SKS Ocular, LLC
Great Neck, NY
  
We have audited the accompanying consolidated balance sheets of SKS Ocular, LLC and its subsidiaries (collectively, the “Company”) as of December 31, 2013 and 2012 and
the related consolidated statements of operations, changes in members' equity and cash flows for the years then ended. These financial statements are the responsibility of the
Company's management. Our responsibility is to express an opinion on these financial statements based on our audits.
 
We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatements.  The Company is not required to have, nor were we
engaged to perform, an audit of its internal control over financial reporting. Our audit included consideration of internal control over financial reporting as a basis for designing
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial
reporting. Accordingly, we express no such opinion.  An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall consolidated financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of SKS Ocular, LLC and its subsidiaries as of December
31, 2013 and 2012 and the results of their operations and their cash flows for the years then ended, in conformity with accounting principles generally accepted in the United
States of America.
 
/s/ MaloneBailey, LLP
www.malone-bailey.com 
Houston, Texas
August 12, 2014
  

 



 

 
 

SKS Ocular, LLC
Consolidated Balance Sheets

     
  December 31, 2013  December 31, 2012

ASSETS         
CURRENT ASSETS     

Cash  $ 663,478  $ 3,448 
Accrued research revenue   —   900,000 

         
Total Current Assets   663,478   903,448 

         
PROPERTY AND EQUIPMENT, net   44,846   40,580 
         
OTHER ASSETS         

License rights, net   567,537   610,498 
Deferred charges   158,729   128,690 
Security deposit   12,243   — 

         
TOTAL ASSETS  $ 1,446,833  $ 1,683,216 

         
LIABILITIES AND MEMBERS' EQUITY (DEFICIT)         

CURRENT LIABILITIES         
Accounts payable and accrued expenses  $ 169,186  $ 908,499 
Accrued consulting liabilities - related parties   1,721,000   1,021,300 
Accrued litigation liability   465,750   — 
Accrued interest   189,397   111,153 
Deferred sponsorship income   689,625   — 
Notes payable - related parties   1,552,500   1,552,500 

         
Total Current Liabilities   4,787,458   3,593,452 

         
TOTAL LIABILITIES   4,787,458   3,593,452 

         
MEMBERS' EQUITY (DEFICIT)         

Controlling members' equity   789   789 
Accumulated deficit   (4,859,982)   (3,467,942)

Total SKS Ocular, LLC Members' Equity (Deficit)   (4,859,193)   (3,467,153)
Non-Controlling Interests   1,518,568   1,556,917 

         
Total Members' Equity (Deficit)   (3,340,625)   (1,910,236)
TOTAL LIABILITIES AND         
  MEMBERS' EQUITY (DEFICIT)  $ 1,446,833  $ 1,683,216 

 
 

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



 
 

SKS Ocular, LLC
Consolidated Statements of Operations

     
  For the Year Ended December 31,
  2013  2012
REVENUES     

Sponsored research and development revenue  $ 2,049,375  $ 900,000 
TOTAL REVENUES   2,049,375   900,000 

         
OPERATING EXPENSES         

General and administrative   633,919   167,294 
Professional fees   228,984   371,547 
Research and development   2,538,620   1,987,170 

         
Total Operating Expenses   3,401,523   2,526,011 

         
OPERATING LOSS   (1,352,148)   (1,626,011)
         
OTHER INCOME (EXPENSE)         

Interest expense, net   (78,241)   (55,912)
         
NET LOSS   (1,430,389)   (1,681,923)
         
NET LOSS ATTRIBUTABLE TO NON-CONTROLLING INTERESTS   38,349   65,616 
         
NET LOSS ATTRIBUTABLE TO SKS OCULAR, LLC  $ (1,392,040)  $ (1,616,307)

 
 

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



 
 

SKS Ocular, LLC
Consolidated Statements of Members' Equity (Deficit)

      

  

Controlling
Members'

Equity  
Non-controlling

Interests  
Accumulated

Deficit  Total
         
Balance, December 31, 2011  $ 789  $ 1,322,533  $ (1,851,635)  $ (528,313)
                 
Noncontrolling interests sold for cash   —   300,000   —   300,000 
                 
Net loss for the year ended December 31, 2012   —   (65,616)   (1,616,307)   (1,681,923)
Balance, December 31, 2012   789   1,556,917   (3,467,942)   (1,910,236)
                 
Net loss for the year ended December 31, 2013   —   (38,349)   (1,392,040)   (1,430,389)
                 
Balance, December 31, 2013  $ 789  $ 1,518,568  $ (4,859,982)  $ (3,340,625)

 
 

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



 
  

SKS Ocular, LLC
Consolidated Statements of Cash Flows

 
  For the Year Ended December 31,
  2013  2012
OPERATING ACTIVITIES         

Net loss  $ (1,430,389)  $ (1,681,923)
Adjustments to reconcile net loss to net cash provided by         
  (used in) operating activities:         

Depreciation   13,336   9,500 
Amortization of license rights   42,961   42,851 

Changes in operating assets and liabilities         
Accrued research revenue   900,000   (900,000)
Other assets   (42,282)   (128,690)
Accounts payable and accrued expenses   (661,069)   244,688 
Accrued litigation liability   465,750   — 
Deferred sponsorship income   689,625   — 
Accrued consulting liabilities - related parties   699,700   446,300 

         
Net Cash Provided by (Used in) Operating Activities   677,632   (1,967,274)

         
INVESTING ACTIVITIES         

Purchase of property and equipment   (17,602)   (15,623)
Additions to license rights   —   (9,120)

         
Net Cash Used in Investing Activities   (17,602)   (24,743)

         
FINANCING ACTIVITIES         

Bank overdraft   —   282,539 
Proceeds from the issuance of membership equity   —   300,000 
Proceeds from related party notes   —   727,500 

         
Net Cash Provided by Financing Activities   —   1,310,039 

         
NET CHANGE IN CASH   660,030   (681,978)
CASH AT BEGINNING OF PERIOD   3,448   685,426 
         
CASH AT END OF PERIOD  $ 663,478  $ 3,448 

         
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION         

CASH PAID FOR:         
Interest  $ —  $ — 
Income taxes   —   — 

 
 

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



 
 

SKS Ocular, LLC
Notes to Consolidated Financial Statements

December 31, 2013 and 2012
 
NOTE 1 – DESCRIPTION OF BUSINESS
 
SKS Ocular, LLC and its subsidiaries (collectively, the “Company”) is a biotechnology company focused on the development of new technologies that address unmet medical
needs for ocular therapeutics. The current activities are directed to the development of microparticles for sustained drug delivery for both anterior and posterior segment eye
disease. The current programs include a reformulation of a compound for treatment of steroid induced glaucoma, a sustained treatment for ocular allergies, and a long term
sustained delivery of a protein/biologic for macular diseases.
 
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

 
Use of Estimates
The preparation of consolidated financial statements in conformity with accounting principles generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the consolidated financial statements and the reported amounts of revenue and
expenses during the reporting period. Actual results could differ from those estimates.
 
Principles of Consolidation
The Company’s consolidated financial statements include the accounts of SKS Ocular, LLC and its subsidiaries, SKS Ocular 1, LLC (“SKS 1”), C Therapeutics, LLC and
NanoVax, LLC. Intercompany account balances and transactions have been eliminated in the consolidation. Where the Company’s ownership interest is less than 100%, the
non-controlling interests are reported in members’ equity in the consolidated balance sheets. The non-controlling interests in net loss, is classified separately in the consolidated
statements of operations.
 
Cash and Cash Equivalents
The Company considers all highly-liquid investments purchased with an original maturity date of three months or less to be cash equivalents.
 
Concentration of Credit Risk
Financial instruments, which potentially subject us to concentrations of credit risk, consist principally of cash. Our cash balances are maintained in accounts held by major
banks and financial institutions located in the United States. The Company occasionally maintains amounts on deposit with a financial institution that are in excess of the
federally insured limit of $250,000. The risk is managed by maintaining all deposits in high quality financial institutions. The Company had approximately $413,424 and $0 of
cash balances in excess of federally insured limits at December 31, 2013 and 2012, respectively.
 
Property and Equipment
Property and equipment is recorded at cost less accumulated depreciation. Depreciation and amortization is calculated using the straight-line method over the expected useful
life of the asset, after the asset is placed in service. The Company generally uses the following depreciable lives for its major classifications of property and equipment:
 

Description  Useful Lives
Lab Equipment  5 years
Computer Equipment and Software  3 years
Leasehold Improvements  7 years

 
Expenditures associated with upgrades and enhancements that improve, add functionality, or otherwise extend the life of property and equipment are capitalized, while
expenditures that do not, such as repairs and maintenance, are expensed as incurred.
 

 



 
 

SKS Ocular, LLC
Notes to Consolidated Financial Statements

December 31, 2013 and 2012
 
Valuation of Long-Lived Assets
Long-lived tangible assets and definite-lived intangible assets are reviewed for possible impairment whenever events or changes in circumstances indicate that the carrying
amount of such assets may not be recoverable. The Company uses an estimate of undiscounted future net cash flows of the assets over the remaining useful lives in determining
whether the carrying value of the assets is recoverable. If the carrying values of the assets exceed the expected future cash flows of the assets, the Company recognizes an
impairment loss equal to the difference between the carrying values of the assets and their estimated fair values. Impairment of long-lived assets is assessed at the lowest levels
for which there are identifiable cash flows that are independent from other groups of assets. The evaluation of long-lived assets requires the Company to use estimates of future
cash flows. However, actual cash flows may differ from the estimated future cash flows used in these impairment tests. As of December 31, 2013 and 2012, management does
not believe any of the Company’s long-lived assets were impaired.
 
Revenue Recognition
The Company recognizes revenue on arrangements in accordance with FASB Accounting Standards Codification No. 605, Revenue Recognition. In all cases, revenue is
recognized only when the price is fixed or determinable, persuasive evidence of an arrangement exists, the service is performed and collectability is reasonably assured.
 
The Company’s only revenue to date results from sponsored research and development revenue arising from two research agreements with a large global pharmaceutical
company entered into in 2013 and 2012, amounting to $1,839,000 and $1,800,000, respectively. Research and development service revenue is recognized over the research term
as the research and development services are provided. The cost of such services is reflected in research and development costs in the period in which it is incurred. Upfront
payments received are recorded as deferred revenue and are recognized as revenue over the performance period. As of December 31, 2013, deferred revenue related to its
research agreements amounted to $689,625 while it accrued research revenue as of December 31, 2012 amounting to $900,000.
 
Research and Development
The Company follows the policy of expensing its research and development costs in the period in which they are incurred in accordance with ASC 730. Research and
development expenses consist of expenses incurred in performing research and development activities, including compensation paid to consultants, lab supplies and other
outside expenses. The Company incurred net research and development expenses of $2,538,620 and $1,987,170 during the years ended December 31, 2013 and 2012,
respectively.
 
Income Taxes
The Company is considered a pass through entity for federal income tax purposes and as such, stockholders are required to report their proportionate share of the Company's
income or loss for tax purposes. Therefore, these statements do not include any provision for corporate income taxes.
 
Fair Value of Financial Instruments
The carrying value of short-term instruments, including cash, accounts payable and accrued expenses, and short-term notes approximate fair value due to the relatively short
period to maturity for these instruments.
 
Fair value is defined as 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 on the measurement date. Valuation techniques used to measure fair value maximize the use of observable
inputs and minimize the use of unobservable inputs. The Company utilizes a three-level valuation hierarchy for disclosures of fair value measurements, defined as follows:
 
Level 1: inputs to the valuation methodology are quoted prices (unadjusted) for identical assets or liabilities in active markets.
 
Level 2: inputs to the valuation methodology include quoted prices for similar assets and liabilities in active markets, and inputs that are observable for the assets or liability,
either directly or indirectly, for substantially the full term of the financial instruments.
 
Level 3: inputs to the valuation methodology are unobservable and significant to the fair value.
 
The Company does not have any assets or liabilities that are required to be measured and recorded at fair value on a recurring basis.

 



 
SKS Ocular, LLC

Notes to Consolidated Financial Statements
December 31, 2013 and 2012

 
Recent Accounting Pronouncements
The Company has implemented all new accounting pronouncements that are in effect and that may impact its consolidated financial statements and does not believe that there
are any other new pronouncements that have been issued that might have a material impact on its financial position or results of operations.
 
NOTE 3 – PROPERTY AND EQUIPMENT
 
Property and equipment are comprised of the following:
 

  December 31,
  2013  2012

Lab equipment  $ 58,205  $ 42,753 
Computer equipment and software   7,415   5,265 
Leasehold improvements   3,199   3,199 
   68,819   51,217 
Accumulated depreciation   (23,973)   (10,637)
  $ 44,846  $ 40,580 

 
Depreciation and amortization expense related to property and equipment for the years ended December 31, 2013 and 2012 was $13,336 and $9,500, respectively.
 
NOTE 4 – OTHER ASSETS

 
License Rights
Other assets include license rights and deferred charges. License rights represent the capitalized purchase price of rights to use third party technology and patents through
agreements entered by the Company. As of December 31, 2013 and 2012, the Company had purchased $729,120 worth of license rights of biotechnology patents and other
intellectual property from a third party.

 
The Company amortizes its license rights over a period of 17 years which approximates to the remaining useful life of the applicable patents covered by the licensed rights.
During the years ended December 31, 2013 and 2012, the Company recognized $42,961 and $42,851 in amortization expense on the license rights, respectively. The
amortization expense has been included in general and administrative expenses in the consolidated statements of operations.
 
Deferred charges 
In September 2011, the Company entered into an option agreement to enter into an exclusive license for a nano particle technology with a third party for an option fee of $3,000.
The option agreement was for a period of 8 months with an extension period of 4 months upon payment of a non-refundable extension fee. The Company also agreed to pay its
share of the patent expenses incurred by the third party in anticipation of entering into the license agreement. The Company entered into the license agreement with the third
party in May 2014 (see Note 8). The payments made by the Company in connection with its share in the patent expenses were incorporated in the license agreement. The related
option and extension fees as well as payments made on patent expenses billed by the third party amounted to $158,729 and $128,690 as of December 31, 2013 and 2012,
respectively and are reported as deferred charges in the consolidated balance sheets.

 
NOTE 5 – RELATED PARTY TRANSACTIONS

 
Notes Payable – Related Parties 
The Company entered into financing arrangements with its controlling members to provide funds as needed for operations. The financing arrangements bear interest at 4.75%
for amounts borrowed through October 2012 and then 7.00% for amounts borrowed after that date and are due on demand. As of December 31, 2013 and 2012, the Company
had borrowed $1,552,500 of principal and had accrued interest of $189,397 and $111,153, respectively. The Company recognized interest expense of $78,244 and $55,038 for
the years ended December 31, 2013 and 2012, respectively. Certain notes totaling to $650,000 which were originally due on the earlier of June 30, 2012 or upon an occurrence
of an event of default, contain a contingent conversion option which allowed the holder to convert the notes, prior to the maturity date, in the event that the Company is valued
at $20 million.
 

 



 
 

SKS Ocular, LLC
Notes to Consolidated Financial Statements

December 31, 2013 and 2012
 
Accrued Consulting Fees
The Company also pays monthly consulting fees to its controlling members at amounts agreed with the respective individuals. Accrued consulting fees as of December 31, 2013
and 2012 amounted to $1,721,000 and $1,021,300, respectively.
 
NOTE 6 – MEMBERS’ EQUITY

 
In 2010, the Company issued member equity interest to four individuals as part for the organization and management agreements entered into with these individuals.
Accordingly, the Company received proceeds of $789.
 
In 2011, the wholly-owned subsidiary SKS 1 issued member equity interest to several groups of investors. The Company issued 45.83 units of equity interest or 5% of SKS 1’s
Company’s equity in exchange for $1,375,001 in cash. In 2012, SKS 1 issued additional 10 units of equity interest to two groups of investors, representing a 1% equity interest
in exchange for $300,000 in cash. These amounts are reported as non-controlling interests in the consolidated balance sheets.
 
In February 2013, the Company issued a 1.0% profit interest to an individual in exchange for consulting services provided. Also, in September 2012, the Company issued a
1.5% profit interest to a research partner in exchange for consulting services provided. A compensation charge was not recorded in connection with the issuance of such profit
interests as the amounts were not deemed to be material to the consolidated financial statements.
 
NOTE 7 – COMMITMENTS AND CONTINGENCIES
 
Leases
In March 2013, the Company leased a facility under a 39-month operating lease term that requires monthly payments of the base rent of $2.75 per rentable square foot based on
a rentable area of 4,452 sq. ft., subject to a rent adjustment percentage of 3%. The Company was also required to pay a security deposit amounting to $12,243 which is reported
under other assets.
 
Future minimum lease payments under the above lease are as follows:
 
Year 2014  $ 150,222 
Year 2015  $ 154,728 
Year 2016  $ 79,101 
 

Rent expense associated with above lease was $128,034 for the year ended December 31, 2013.
 
Research Agreement 
In connection with its license agreement with a third party, the Company also agreed to shoulder the costs of at least 3 nano/micro particle projects. Two of the projects had an
estimated cost totaling to $704,600. Payments made by the Company in connection with such projects for the years ended December 31, 2013 and 2012 amounting to $289,100
and $112,800, respectively, were charged to research and development expenses. In May 2014, the related agreement was amended wherein the Company was required to make
8 monthly payments of $25,000 per month in order to complete the second project. Likewise, the Company was also required to make monthly payments of $25,000, to start
when the third party commences the work on the third project which has an estimated cost of $300,000.
 
Litigations
The Company may become involved in certain legal proceedings and claims which arise in the normal course of business.  If an unfavorable ruling were to occur, there exists
the possibility of a material adverse impact on the Company’s results of operations, prospects, cash flows, financial position and brand.   In the opinion of management; no
pending or known threatened claims, actions or proceedings against the Company are expected to have a material adverse effect on its consolidated financial position, results of
operations or cash flows.
 
During 2012, the Company received notice that an individual that was a member equity holder had filed suit for payment for their share of interest in the Company and for
unpaid consulting services performed. The Company has negotiated a potential settlement with this individual and agreed to a payment for their equity interest in the Company,
unpaid consulting services and attorney’s fees. As a result of this potential settlement the Company has recorded a liability of $465,750 as of December 31, 2013.
 

 



 
  

SKS Ocular, LLC
Notes to Consolidated Financial Statements

December 31, 2013 and 2012
 
NOTE 8 – SUBSEQUENT EVENTS
 
The Company has evaluated subsequent events through August 12, 2014, and has identified the following reportable events:
 
In May 2014, the Company issued a total of 8.16% profit interests to ten individuals in exchange for consulting services provided to the Company.
 
In May 2014, pursuant to the option agreement referred to in Note 4, the Company entered into a license agreement with a third party for its nanoparticle vaccine technology. In
connection with such license agreement, the Company is required to pay a license fee of $50,000, its share in the patent expenses incurred by the third party, royalty fees based
on future net sales and certain milestone payments.
 
On May 7, 2014, the Company entered into an agreement with related parties to convert certain notes to member equity interest. The total principal amount of $1,906,000
(which includes related party notes issued in April 2014 of $353,500) and accrued interest of $215,933 was converted at $36 per share into 58,940 shares of member equity
interest in the Company.
 
On May 14, 2014, the Company entered into a contribution agreement with Ohr Pharmaceutical, Inc. (“Ohr”), wherein the latter acquired certain assets of the Company,
including, licenses, patents and contracts relate to micro-fabrication polymer-based sustained delivery platforms related to ocular therapeutics and dry age-related macular
degeneration animal models, together with biomarkers to support such models. In exchange for these assets, Ohr paid the Company $3.5 million in cash and issued 1,194,862
shares of its common stock. The Company will also receive up to 1,493,577 shares of Ohr’s common stock if certain agreed milestones are met. Likewise, if Ohr enters into an
additional research agreement with the Company’s research partner in the next six months, then Ohr will pay the Company 2/3 of any cash payments from such research partner
up to $5 million. The transaction closwed on May 30, 2014.
 
 

 



Ohr Pharmaceutical, Inc. 8-K/A
 

Exhibit 99.2
 

 
SKS Ocular, LLC

Consolidated Balance Sheets
(Unaudited)

     
  March 31, 2014  December 31, 2013

ASSETS   
CURRENT ASSETS         

Cash  $ 184,000  $ 663,478 
         

Total Current Assets   184,000   663,478 
         
PROPERTY AND EQUIPMENT, net   90,437   44,846 
         
OTHER ASSETS         

License rights, net   556,797   567,537 
Deferred charges   158,729   158,729 
Security deposit   12,243   12,243 

         
TOTAL ASSETS  $ 1,002,206  $ 1,446,833 

         
LIABILITIES AND MEMBERS' EQUITY (DEFICIT)     

CURRENT LIABILITIES         
Accounts payable and accrued expenses  $ 282,758  $ 169,186 
Accrued consulting liabilities - related parties   1,928,000   1,721,000 
Accrued litigation liability   465,750   465,750 
Accrued interest   207,468   189,397 
Deferred sponsorship income   —     689,625 
Notes payable - related parties   1,552,500   1,552,500 

         
Total Current Liabilities   4,436,476   4,787,458 

         
TOTAL LIABILITIES   4,436,476   4,787,458 

         
MEMBERS' EQUITY (DEFICIT)         

Controlling members' equity   789   789 
Accumulated deficit   (4,955,997)   (4,859,982)

Total SKS Ocular, LLC Members' Equity (Deficit)   (4,955,208)   (4,859,193)
Non-Controlling Interests   1,520,938   1,518,568 

         
Total Members' Equity (Deficit)   (3,434,270)   (3,340,625)
TOTAL LIABILITIES AND

        
  MEMBERS' EQUITY (DEFICIT)  $ 1,002,206  $ 1,446,833 

         
         

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

 



 
 

 
SKS Ocular, LLC

Consolidated Statements of Operations
(Unaudited)

     
  
  For the Three Months Ended March 31,
  2014  2013
REVENUES         

Sponsored research and development revenue  $ 689,625  $ 900,000 
TOTAL REVENUES   689,625   900,000 

         
OPERATING EXPENSES         

General and administrative   83,520   41,857 
Professional fees   56,497   54,854 
Research and development   625,183   657,700 

         
Total Operating Expenses   765,200   754,411 

         
OPERATING INCOME (LOSS)   (75,575)   145,589 
         
OTHER INCOME (EXPENSE)         

Interest expense, net   (18,070)   (19,292)
         
NET INCOME (LOSS)   (93,645)   126,297 
         
NET (INCOME) LOSS ATTRIBUTABLE TO NON-CONTROLLING INTERESTS   (2,370)   (16,540)
         
NET INCOME (LOSS) ATTRIBUTABLE TO SKS OCULAR, LLC  $ (96,015)  $ 109,757 
         
         

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

 



 
 
 

SKS Ocular, LLC
Consolidated Statements of Cash Flows

(Unaudited)
     

  
  For the Three Months Ended March 31,
  2014  2013
OPERATING ACTIVITIES         

Net income (loss)  $ (93,645)  $ 126,297 
Adjustments to reconcile net income (loss) to net cash provided by       
  (used in) operating activities:         

Depreciation   4,691   2,819 
Amortization of license rights   10,740   10,740 

Changes in operating assets and liabilities        
Accrued research revenue   —   700,000 
Other assets   —   (12,243)
Accounts payable and accrued expenses   131,643   (672,666)
Deferred sponsorship income   (689,625)   — 
Accrued consulting liabilities - related parties   207,000   207,000 

     
Net Cash Provided by (Used in) Operating Activities   (429,196)   361,947 

        
INVESTING ACTIVITIES     

Purchase of property and equipment   (50,282)   (4,625)
     

Net Cash Used in Investing Activities   (50,282)   (4,625)
    

         
NET CHANGE IN CASH  (479,478)  357,322 
CASH AT BEGINNING OF PERIOD   663,478   3,448 
         
CASH AT END OF PERIOD  $ 184,000  $ 360,770 
         
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION         

CASH PAID FOR:         
Interest  $    $   
Income taxes         

         

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

 
 

 



 
 

SKS Ocular, LLC
 Notes to Unaudited Consolidated Financial Statements

 March 31, 2014
 

NOTE 1 – BASIS OF PRESENTATION
 
The accompanying financial statements have been prepared by the Company in accordance with accounting principles generally accepted in the United States of America.  In
the opinion of management, all adjustments (which include only normal recurring adjustments) necessary to present fairly the financial position, results of operations, and cash
flows at March 31, 2014, and for all periods presented herein, have been made.
 
Certain information and footnote disclosures normally included in financial statements prepared in accordance with accounting principles generally accepted in the United
States of America have been condensed or omitted.  It is suggested that these condensed financial statements be read in conjunction with the financial statements and notes
thereto included in the Company’s December 31, 2013 audited financial statements.  The results of operations for the periods ended March 31, 2014 and 2013 are not
necessarily indicative of the operating results for the full years.
 
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
 
Use of Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the
reporting period. Actual results could differ from those estimates. Estimates subject to change in the near term include impairment (if any) of long-lived assets and fair value of
derivative liabilities.
 
Principles of consolidation
The Company’s consolidated financial statements include the accounts of SKS Ocular, LLC and its subsidiaries, SKS Ocular 1, LLC (“SKS 1”), C Therapeutics, LLC and
NanoVax, LLC. Intercompany account balances and transactions have been eliminated in the consolidation. Where the Company’s ownership interest is less than 100%, the
non-controlling interests are reported in members’ equity in the consolidated balance sheets. The non-controlling interests in net loss, is classified separately in the consolidated
statements of operations.
 
Fair Value of Financial Instruments
The carrying value of short-term instruments, including cash, accounts payable and accrued expenses, and short-term notes approximate fair value due to the relatively short
period to maturity for these instruments.
 
Fair value is defined as 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 on the measurement date. Valuation techniques used to measure fair value maximize the use of observable
inputs and minimize the use of unobservable inputs. The Company utilizes a three-level valuation hierarchy for disclosures of fair value measurements, defined as follows:
 
Level 1: inputs to the valuation methodology are quoted prices (unadjusted) for identical assets or liabilities in active markets
 
Level 2: inputs to the valuation methodology include quoted prices for similar assets and liabilities in active markets, and inputs that are observable for the assets or liability,
either directly or indirectly, for substantially the full term of the financial instruments.
 
Level 3: inputs to the valuation methodology are unobservable and significant to the fair value
 
The Company does not have any assets or liabilities that are required to be measured and recorded at fair value on a recurring basis.
 
Recent Accounting Pronouncements
The Company has implemented all new accounting pronouncements that are in effect and that may impact its consolidated financial statements and does not believe that there
are any other new pronouncements that have been issued that might have a material impact on its financial position or results of operations.
 

 



 
SKS Ocular, LLC

 Notes to Unaudited Consolidated Financial Statements
 March 31, 2014

 
NOTE 3 - PROPERTY AND EQUIPMENT
 
Property and equipment are comprised of the following:
 

  March 31, 2014  December 31, 2013
Lab equipment  $ 108,487  $ 58,205 
Computer equipment and software   7,415   7,415 
Leasehold improvements   3,199   3,199 
   119,101   68,819 
Accumulated depreciation   (28,664)   (23,973)
  $ 90,437  $ 44,846 

 
Depreciation and amortization expense related to property and equipment for the three months ended March 31, 2014 and 2013 was $3,691 and $2,819, respectively.
 
NOTE 4 – SUBSEQUENT EVENTS

 
The Company has evaluated subsequent events through August 12, 2014, and has identified the following reportable events:
 
On May 7, 2014, the Company entered into an agreement with related parties to convert certain notes to member equity interest. The total principal amount of $1,960,000
(which includes related party notes issued in April 2014 of $353,500) and accrued interest of $215,933 was converted at $36 per share into 58,940 shares of member equity
interest in the Company.
 
In May 2014, the Company issued a total of 8.16% profit interests to ten individuals in exchange for consulting services provided to the Company.
 
In May 2014, pursuant to the option agreement referred to in Note 4, the Company entered into a license agreement with a third party for its nanoparticle vaccine technology. In
connection with such license agreement, the Company is required to pay a license fee of $50,000, it share in the patent expenses incurred by the third party, royalty fees based
on future net sales and certain milestone payments.
 
On May 14, 2014, the Company entered into a contribution agreement with Ohr Pharmaceutical, Inc. (“Ohr”), wherein the latter acquired certain assets of the Company,
including, licenses, patents and contracts relate to micro-fabrication polymer-based sustained delivery platforms related to ocular therapeutics and dry age-related macular
degeneration animal models, together with biomarkers to support such models. In exchange for these assets, Ohr paid the Company $3.5 million in cash and issued 1,194,862
shares of its common stock. The Company will also receive up to 1,493,577 shares of Ohr’s common stock if certain agreed milestones are met. Likewise, if Ohr enters into an
additional research agreement with the Company’s research partner in the next six months, then Ohr will pay the Company 2/3 of any cash payments from such research partner
up to $5 million. The transaction closed on May 30, 2014.
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OHR PHARMACEUTICAL, INC.
(A Development Stage Company)

Unaudited Pro Forma Consolidated Condensed Balance Sheet
As of March 31, 2014

 
  Ohr  SKS    Adjustments  Totals

ASSETS           
CURRENT ASSETS       

Cash  $ 3,474,112  $ 184,000   1   (184,000)  $ —   
           2   (3,474,112)     

Prepaid expenses   236,901   —             236,901 
                     

Total Current Assets   3,711,013   184,000           236,901 
                     
EQUIPMENT, net   23,913   90,437   2   92,437   206,787 
                     
OTHER ASSETS                     

Security deposit   —     12,243           12,243 
Deferred charges   —     158,729   1   (158,729)   —   
License rights, net   —     556,797   2   16,886,603   17,443,400 
Patent costs, net   507,076   —             507,076 
Goodwill   —     —     2   8,766,983   8,766,983 

                     
TOTAL ASSETS  $ 4,242,002  $ 1,002,206          $ 27,173,390 

                     
LIABILITIES AND STOCKHOLDERS' EQUITY                     

CURRENT LIABILITIES                     
Accounts payable and accrued expenses  $ 720,878  $ 2,418,226   1   (2,392,338)  $ 746,766 
Notes payable   194,000   1,552,500   1   (1,552,500)   194,000 
Accrued liability - litigation   —     465,750   1   (465,750)   —   
Contingent consideration   —     —     2   12,725,276   12,725,276 

                    
Total Current Liabilities   914,878   4,436,476           13,666,042 

                     
TOTAL LIABILITIES   914,878   4,436,476           13,666,042 

                     
STOCKHOLDERS' EQUITY                     

Preferred stock, Series B; 6,000,000 shares authorized, $0.0001 par
value, zero shares issued and outstanding   —     —             —   
Common stock; 180,000,000 shares authorized, $0.0001 par value,
21,800,538 shares issued and outstanding   2,181   —     2   119   2,300 
Members' equity   —     789   1   (789)   —   
Additional paid-in capital   41,498,003   —     2   10,180,105   51,678,108 
Accumulated deficit   (21,628,748)   —             (21,628,748)
Deficit accumulated during the development stage   (16,544,312)   (4,955,997)   1   4,955,997   (16,544,312)

                     
Total Stockholders' Equity   3,327,124   (4,955,208)           13,507,348 

Non-controlling interests   —     1,520,938   1   (1,520,938)   —   
                     

TOTAL LIABILITIES AND                     
  STOCKHOLDERS' EQUITY  $ 4,242,002  $ 1,002,206          $ 27,173,390 

 
See accompanying notes to pro forma unaudited consolidated condensed financial statements.

 

 



 

 
OHR PHARMACEUTICAL, INC.

(A Development Stage Company)
Unaudited Pro Forma Consolidated Condensed Statements of Operations

For the Six Months Ended March 31, 2014
 
  Ohr  SKS  Adjustments  Totals
         
REVENUES  $ —    $ 1,379,250     $ 1,379,250 
COST OF SALES   —     —         —   
GROSS PROFIT   —     1,379,250       1,379,250 
                 
OPERATING EXPENSES                 

General and administrative   204,554   171,826       376,380 
Professional fees   785,019   428,113       1,213,132 
Research and development   1,960,196   1,324,464       3,284,660 
Salaries and wages   1,040,107   —         1,040,107 

                 
Total Operating Expenses   3,989,876   1,924,403       5,914,279 

                 
OPERATING LOSS   (3,989,876)   (545,153)       (4,535,029)

                 
OTHER INCOME (EXPENSE)                 

Interest expense   (513)   (37,719)       (38,232)
Other income and expense   213   —         213 

                 
Total Other Income (Expense)   (300)   (37,719)       (38,019)

                 
NET LOSS  $ (3,990,176)  $ (582,872)      $ (4,573,048)
                 
                 
BASIC DILUTED LOSS PER SHARE  $ (0.20)          $ (0.23)
                 
WEIGHTED AVERAGE  NUMBER                 
  OF SHARES OUTSTANDING:                 

BASIC AND DILUTED   20,053,535           20,053,535 
 

See accompanying notes to pro forma unaudited consolidated condensed financial statements.
 

 



 

 
OHR PHARMACEUTICAL, INC.

(A Development Stage Company)
Unaudited Pro Forma Consolidated Condensed Statements of Operations

For the Year Ended September 30, 2013
 
  Ohr  SKS  Adjustments  Totals
         
REVENUES  $ —    $ 2,049,375     $ 2,049,375 
COST OF SALES   —     —         —   
GROSS PROFIT   —     2,049,375       2,049,375 
                 
OPERATING EXPENSES                 

General and administrative   312,541   633,919       946,460 
Professional fees   608,408   228,984       837,392 
Research and development   2,610,120   2,538,620       5,148,740 
Salaries and wages   1,089,847   —         1,089,847 

                 
Total Operating Expenses   4,620,916   3,401,523       8,022,439 

                 
OPERATING LOSS   (4,620,916)   (1,352,148)       (5,973,064)

                 
OTHER INCOME (EXPENSE)                 

Interest expense   (4,689)   (78,241)       (82,930)
Gain/(Loss) on derivative liability   (1,117,642)   —         (1,117,642)
Other income and expense   90,759   —         90,759 

                 
Total Other Income (Expense)   (1,031,572)   (78,241)       (1,109,813)

                 
                 
NET LOSS  $ (5,652,488)  $ (1,430,389)      $ (7,082,877)
                 
                 
BASIC AND DILUTED LOSS PER SHARE  $ (0.30)          $ (0.38)
                 
WEIGHTED AVERAGE  NUMBER                 
  OF SHARES OUTSTANDING:                 

BASIC AND DILUTED   18,707,759           18,707,759 
 

See accompanying notes to unaudited pro forma consolidated condensed financial statements.
 

 



 

 
OHR PHARMACEUTICAL, INC.

(A Development Stage Company)
Notes to Pro Forma Consolidated Condensed Financial Statements

  
Overview
 
The unaudited pro forma consolidated condensed financial statements as of March 31, 2014, for the six months ended March 31, 2014 and for the year ended September 30,
2013 are derived from the historical financial statements of Ohr Pharmaceutical, Inc. (the “Company”, “we”, “our”) set forth in our Annual Report on Form 10-K for the year
ended September 30, 2013, and our Quarterly Report on Form 10-Q for the six-month period ended March 31, 2014, as filed with the Securities and Exchange Commission and
are qualified in their entirety by reference to such historical financial statements and related notes contained in those reports. The historic financial statements of SKS Ocular,
LLC were derived from audited financial statements for the year ended December 31, 2013. The pro forma consolidated condensed financial statements are presented for
illustrative purposes only and are not necessarily indicative of the operating results or financial position that would have occurred if the acquisition of SKS Ocular, LLC’s assets
had been consummated at the beginning of the period. The pro forma data presented reflect the preliminary purchase consideration and preliminary purchase price allocation in
connection with our acquisition of SKS Ocular, LLC’s assets and do not necessarily represent the final purchase price allocation.
 
Acquisition of Assets of SKS Ocular, LLC
 
On May 30, 2014, the members of SKS Ocular, LLC sold significantly all its assets to the Company pursuant to the terms of an Asset Purchase Agreement dated May 14, 2014.
The purchase price consisted of: (a) Cash in the amount of $3,500,000; (b) 1,194,862 shares of the Company’s common stock (valued at $10,180,224 based on the trading price
on May 30, 2014 of the Company’s common stock) and (c) an additional 1,493,577 shares (the “contingent shares”) that will be issued contingent to achievement of certain
milestones (valued at $12,725,276 based on the trading price on May 30, 2014).
 
The acquisition of the assets of SKS Ocular, LLC has been accounted for as an asset purchase combination whereby the purchase price was allocated to tangible and intangible
assets acquired based on their fair values as of the acquisition date.
 
A summary of the pro forma purchase price allocation as of May 30, 2014 is as follows:
 

Purchase Price   
Cash at closing  $ 3,500,000 
Stock issued   10,180,224 
Contingent consideration stock   12,725,276 
Total Purchase Price  $ 26,405,500 

     
Purchase Price Allocation     
Lab equipment  $ 178,170 
Computer and software   2,523 
Leasehold improvements   2,181 
Security deposit   12,243 
License rights   17,443,400 
Goodwill   8,766,983 
Total Purchase Price Allocation  $ 26,405,500 

 
Pro Forma Adjustments
 
Adjustment 1 – Removal of Assets and, Liabilities of SKS Ocular, LLC not acquired

 
This adjustment is to remove the assets, liabilities, and equity of SKS Ocular, LLC that were not acquired with the asset purchase transaction.
 
Adjustment 2 – Record the Assets acquired with the Asset Purchase from SKS Ocular, LLC
 
To record the assets acquired with the asset purchase agreement with SKS Ocular, LLC and the associated purchase price consideration.
 

 

 
 
 


