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CASE STUDY

Empower Pharmacy

How We Prepared a 409A Valuation and Helped a Major
Late-Stage Pharmacy Create a Compliant Incentive Plan

FIRM PROFILE

Empower Pharmacy is the most advanced compounding pharmacy in the US. They are a PCAB®-
accredited 503A compounding pharmacy and have a 503B outsourcing facility that is closely
aligned with the latest FDA’s current good manufacturing practices (CGMPs).

THE CHALLENGE

Empower Pharmacy needed an appraisal of the fair market value (FMV) of its privately-held
units by an independent third party. This valuation is a legal obligation under the IRS’s 409A rule
for all private companies that want to compensate employees with equity or options. Most
startups need a 409A valuation to stay in compliance, as well as late-stage companies that are
hiring key executives.

OUR SOLUTION

We worked as an independent third-party appraiser and analyzed all aspects of the client’s
current and future business, as well as the broader market dynamics and competitive landscape
to arrive at the fair market value of the company’s equity and prepare a 409A valuation report.
The valuation was based on the asset approach, market approach, and income approach.

This included:

e Preparation of a 409A valuation report

e Determining the fair market value of the company’s equity

e Analyzing market dynamics and the performance of competitors

e Financial consulting including an analysis of financial projections

e Advisory assistance with creating an effective executive compensation plan

THE RESULT

ATAGLANCE

o EMPOWER
4 PHARMACY

Client Profile

¢ The most advanced
compounding pharmacy
in the US

Challenges

e 409A valuation

e Fair Market Value

e Stock Compensation Plan
e ESOP

Solution

¢ Independent valuation

e 409A valuation report

¢ Financial consulting

¢ Executive comp advisory

Empower Pharmacy was able to create an effective executive compensation plan while staying compliant with IRS rules
and ensuring that it's employees receive a tax-optimized compensation package. This allowed one of the best
compounding pharmacies in the country to continue to grow and attract and retain top-level talent as a private

company.

KEY TAKEAWAYS

e Hiring an experienced independent valuation firm like Fidelman & Company is the most effective and easiest way to
maintain regulatory compliance and ensure a continued safe harbor status from paying undue taxes and fees.
e 409A valuation reports must be prepared before issuing any stock, ownership units, options, or other equity

derivatives as employee compensation.

e Professional appraisers like Fidelman & Company will ensure that the valuation is as low as possible and legally
acceptable to minimize the tax burden on employees created by exercising options, thereby ensuring that the

compensation plan is as motivating as possible to current talent and future hires.
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