
www.venturevaluation.com

The ValuationExperts
Understanding Pharma Licensing: From rNPV to Deal Terms

CELforPharma, Sep 2026

Patrik Frei, CEO

Slides available on:

© Copyright 2026 Venture Valuation. All Rights Reserved.



Overview

• Introduction

• Asset valuation

• Licensing Deals

• Tools & Resources

• Conclusion

2



SERVICES

HQ: Zurich, Switzerland with offices in Europe, North America and Asia

Company
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OFFICES

EMPLOYEES

CLIENTS

9 valuation experts, 35+ for database and partnering services

Biotech/Medtech/Life Science companies seeking Venture Capital

Investors (primarily VC, CVC)

Out-licensing biotech companies, In-licensing pharma companies (mid to large size), 

M&A stakeholders (reverse mergers, SPACs, and traditional acquisitions)

Biotechs needing valuations/fairness opinions for arbitrations, legal disputes

Valuation: Independent asset 
and company valuation

Biotechgate: Industry
Intelligence Database

HelloPartnering: Connecting
Pharma – Biotech – Investors



Why Valuation?

• Value: implies the inherent worth of a specific thing

• Price: depending on the market (supply / demand); whatever somebody is prepared to 
pay

“Price is what you pay. Value is what you get.“
By Warren Buffett

> Provide basis for negotiation, investment decision, fair share price
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Why Valuation?

• Out-licensing of a phase II product

• Deal terms: up-front USD 10 m
milestones USD 200 m
royalties 7%

• rNPV of product ?

• rNPV of deal ?

 rNPV of product: USD 90 m

 rNPV of deal: USD 30 m

 Split Biotech / Pharma: 33% / 66%

5rNPV: risk adjusted net present value



6

Valuation Approaches
• Operations-based methods:

 business plan, fundamentals

Marketmethods

Operations methods

Mixed method

• Market-based methods: 
 price, trends, comparison difficulties

– Discounted Cash Flows (DCF)

– rNPV

– Real Options

– Venture Capital method 

– Market Comparables

– Comparable Transactions

= there is no “the right method” 

= combination of different methods
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rNPV Valuation
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Cash Flows:
1. Development phase => Clinical costs, manufacturing
2. Market phase => revenues

Patent expiry => end of revenues (no terminal value)
Risk:
Product Risk (r) => Probability of Success / attrition rate

General risk (d) => non-product development specific risk 
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Risk Adjusted Net Present Value (rNPV)
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Risk

DevelopmentPhase

MarketPhase

Discount rate

Adjust for Risk

Sum risk-adjusted discounted cash flows

5 Steps rNPV
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Market entry 86% 11%

672            

Finish Phase III 61%
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- rNPV > risk adjustment

- Probability to reach 
next clinical stage

- Value today / future

- Licensing deal terms
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Structuring the Deal
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AIM: to develop a (fair) deal structure

• Understand the product value and drivers

• The licensee (Pharma) is compensated for taking on 
risk

• The licensor (Biotech) receives payments and shares 
some of the risk and rewards

• Deal value split: Biotech  - Pharma

➢ 20% - 80%

➢ 50% - 50%

Deal value split depends on supply / demand

• Different assumptions (cost, time, market, risk)

• Different cost of capital

rNPV

Biotech

Pharma



Key Terms of a Pharma-Biotech Licensing Agreement
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Parties & Grant / Scope
The licensed IP (patents, know-how, data), field of use, indications, and product definitions.

Exclusivity
Exclusive vs. non-exclusive; often limited by field, indication, or territory.

Territory
Geographic regions where the licensee may develop, manufacture, and commercialize.

Diligence & Performance Obligations
Development/commercialization milestones backed by defined 'commercially reasonable efforts.

Development & Regulatory Responsibilities
Who runs clinical trials, files for and holds regulatory approvals, and owns the regulatory data.



Key Terms of a Pharma-Biotech Licensing Agreement
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IP Ownership, Prosecution & Enforcement
Responsibility for maintaining patents, controlling prosecution, and defending against infringement.

Sublicensing Rights
Whether the licensee may grant sublicenses, and the licensor's share of sublicense income.

Manufacturing & Supply (CMC)
Manufacturing rights, supply arrangements, and quality/GMP obligations.

Technology Transfer
Transfer of know-how and materials, timelines, and the support the licensor will provide.

Financial Terms



Financial Terms

• Upfront Payment: A lump-sum paid at signing

• Milestone Payments: 

• development milestones (e.g. IND filing, Phase III start, FDA filing) and 

• commercial milestones (at first USD 100 million sales, first sales in Japan, etc.)

• Royalties: yearly, percentage of net sales, loss of exclusivity (LOE), often tiered

• Equity investments: investment in exchange for shares

• Total Deal value: Sum of up-front and milestones (Bio bucks) 

• Type of deals: Exclusive vs Non-Exclusive Licenses, Co-Development and Co-
Commercialization, Profit-sharing, Option and Research Collaboration, Manufacturing and 
Distribution
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How the Deal Value Split Works

• A deal determines who gets how much 
of the value 

• Does not increase/decrease the value

• Split between different parties (biotech, 
pharma, university) => total = 100%

• Starting point: value of the whole asset

• Generally, earlier stage assets provide a 
higher value to buyer / pharma / 
licensee
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Different Cost of Capital

• Different WACC => different values

• Lower WACC => higher value

• Pharma has lower WACC => could offer better deal-terms (still positive)

• Who will benefit from lower cost of capital?

• Deal-terms determine value share => negotiations

Base case — equal WACC Pharma at lower WACC

Value WACC Deal share Value WACC Deal share

Pharma 35 17% 40% 94 12% 65%

Biotech 52 17% 60% 52 17% 35%

Total 87 — 100% 146 — 100%
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Licensing Deal Terms
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In USD m Payment of
rNPV*

(or up-front)

Up-front 1 m 1 m

Finish Pre-clinical 1 m 0.44 m

Finish Phase I 1 m 70’000

Finish Phase II 1 m 17’000

Finish Phase III 1 m 8’000

Approval / Enter market 1 m 5’000

Royalties 1% 0.70 m

• Front/ back-loading a deal can heavily influence deal structure

• Deal terms dependent on needs of both parties

* Time value of money and Risk adjusted



Timing of Payments (II)
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Two very different deal structures can look identical

• 25 million upfront

• 300 million milestones

• 5% royalties

• 5 million upfront

• 50 million milestones

• 12% royalties

• Non-discounted, non-risk adjusted

rNPV

Pharma

Biotech

rNPV

Pharma

Biotech

Cash Flow 

Pharma

Biotech

1

2



Deal Value Examples

Scynexis Inc. (USA) out-licensed Brexafemme (infectious disease) phase III to GSK (UK) in 2023

=> Deal value: USD 593m

• Up-front: USD 90m

• Regulatory & Commercial milestones: USD 260m & USD 243m 

• Royalties: ~ 5%-15%

ABL Bio (Korea) out-licensed ABL301 (Parkinson) pre-clinical to Sanofi (France) in 2022

=> Deal value: USD 1’060m

• Up-front: USD 75m

• Near-term regulatory milestones: USD 45m

• Other regulatory and commercial sales milestones: USD 940m 

• Royalties: yes
21



In USD

Scynexis Inc. (USA) 
GSK plc (UK)

ABL Bio (Korea) 
Sanofi (France)

Deal Value** 593m
Phase III 

(PoS)
1’060m

Pre-clinical 
(PoS)

Up-front 90m 100% 75m 100%

Early regulatory milestones 
(finish ph I)*

45m 29%

Later regulatory milestones
(finish ph III)*

260m 64%

940m

300m* 8%

Commercial milestones 
(first sales)*

234m 59% 640m* 4%

rNPV (risk adjusted & discounted) 226m 82m

* Venture Valuation simplified assumptions; ** Royalties not included

Deal Value Examples
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Benchmarking Data
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Source: Biotechgate.com, n=349 
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Conclusion

• Think outside the box / be creative

• Valuation is all about the assumptions

• Dealmaking is supply / demand (Price vs. Value)

• Identify key aspects and design deal around this

• Reduce the risk to increase value
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Access to BD&L Database



Biotechgate 27

Unique data sourcing process

• Companies can do online up-date => changes reviewed 
by our analysts

• Import of data from global partnering conferences 
running on HelloPartnering 

• Own team of analysts in Europe and Asia

• AI-guided data sourcing support

• Collaboration with local partners

• Screening of news and conference participants

• FOIA - Freedom of Information Act

Public 
Information

Private 
Information

Non-Public 
Information

Life science assets from unique
data sources
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Global Partners



Thank you for listening!
Phone: +41 43 321 86 60

Venture Valuation Inc.
Kasernenstrasse 11

www.venturevaluation.com 8004 Zürich
Switzerland

p.frei@venturevaluation.com
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