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PART I - FINANCIAL INFORMATION

Item 1. Financial Statements
Navidea Biopharmaceuticals, Inc. and Subsidiaries

Consolidated Balance Sheets

ASSETS

Current assets:

Cash

Accounts receivable, net

Inventory, net

Prepaid expenses and other

Total current assets

Property and equipment

Less accumulated depreciation and amortization

Patents and trademarks
Less accumulated amortization

Investment in R-NAV, LLC

Other assets

Total assets

LIABILITIES AND STOCKHOLDERS’ DEFICIT

Current liabilities:

Accounts payable

Accrued liabilities and other

Deferred revenue, current

Notes payable, current, net of discounts of $0 and $863,813, respectively
Total current liabilities

Deferred revenue

Notes payable, net of discounts of $2,102,947 and $1,585,882, respectively
Other liabilities

Total liabilities

Commitments and contingencies

Stockholders’ deficit:

Preferred stock; $.001 par value; 5,000,000 shares authorized; 0 and 4,519 Series B

shares issued and outstanding at September 30, 2015 and December 31, 2014,

respectively

September 30,

2015
(unaudited)

$11,370,420
1,909,372
877,183
807,687
14,964,662
3,862,440
1,805,113
2,057,327
233,596
45,701
187,895
273,573

$17,483,457

$1,298,879
3,602,891
1,002,531
333,333
6,237,634
416,667
60,946,844
1,701,939
69,303,084

December 31,

2014

$5,479,006
816,544
932,385
1,371,210
8,599,145
4,124,028
1,614,320
2,509,708
219,558
38,725
180,833
241,575
299,047

$11,830,308

$1,477,499
3,234,120
4,348,678
9,060,297
29,484,057
3,089,420
41,633,774
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Common stock; $.001 par value; 200,000,000 shares authorized; 150,703,485 and

150,200,259 shares issued and outstanding at September 30, 2015 and

December 31, 2014, respectively 150,703 150,200
Additional paid-in capital 325,596,476 323,030,301

Accumulated deficit (378,036,538) (352,983,971)
Total Navidea stockholders' deficit (52,289,359 ) (29,803,466 )

Noncontrolling interest 469,732 —
Total stockholders’ deficit (51,819,627 ) (29,803,466 )
Total liabilities and stockholders’ deficit $17,483,457 $11,830,308

See accompanying notes to consolidated financial statements (unaudited).
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Navidea Biopharmaceuticals, Inc. and Subsidiaries
Consolidated Statements of Operations

(unaudited)

Revenue:

Lymphoseek sales revenue

Lymphoseek license revenue

Grant and other revenue

Total revenue

Cost of goods sold

Gross profit

Operating expenses:

Research and development

Selling, general and administrative

Total operating expenses

Loss from operations

Other income (expense):

Interest expense, net

Equity in loss of R-NAV, LLC

Change in fair value of financial instruments
Loss on extinguishment of debt

Other, net

Total other income (expense), net

Net loss

Less loss attributable to noncontrolling interest
Deemed dividend on beneficial conversion feature of

MT Preferred Stock
Net loss attributable to common stockholders
Loss per common share (basic and diluted)

Weighted average shares outstanding (basic and
diluted)

Three Months Ended

September 30,
2015 2014

$2,952,522 $1,101,071

550,000 300,000
476,755 848,999
3,979,277 2,250,070
457,590 807,880

3,521,687 1,442,190

3,902,155 4,158,085
3,942,609 2,646,591
7,844,764 6,804,676
(4,323,077 ) (5,362,486 )

(2,148,369 ) (918,026 )
(26,785 ) (262,198 )
(1,577,275 ) (409,650 )
4,402 53,464
(3,748,027 ) (1,536,410 )
(8,071,104 ) (6,898,896 )
(340 ) —

$(8,070,764 ) $(6,898,896 )
$(0.05 ) $(0.05 )

150,186,131 150,169,712

See accompanying notes to consolidated financial statements (unaudited).

Nine Months Ended

September 30,
2015 2014

$6,751,492 $2,773,959
883,333 300,000
1,320,816 1,002,605
8,955,641 4,076,564
1,239,377 1,271,598
7,716,264 2,804,966

10,180,517 14,496,977
13,485,576 11,465,076
23,666,093 25,962,053
(15,949,829 ) (23,157,087 )

(4,690,686 ) (2,764,122 )
(295,217 ) (262,198 )
(1,702,902 ) (109,499 )
(2,440,714 ) (2,610,196 )
26,100 41,419
(9,103,419 ) (5,704,596 )
(25,053,248 ) (28,861,683
(681 ) —

(46,000 ) —
$(25,098,567 ) $(28,861,683)
$(0.17 ) $(0.19 )

150,030,638 148,344,064
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Navidea Biopharmaceuticals, Inc. and Subsidiaries
Consolidated Statement of Stockholders’ Deficit

(unaudited)

Additional Total
Preferred
Stock Common Stock Paid-In Accumulated  Non-controlBngckholders'
Shares AmouShares Amount  Capital Deficit Interest Deficit
Balance,
December 31,
2014 4519 $4 150,200,259 $150,200 $323,030,301 $(352,983,971) $— $(29,803,466)
Issued stock
upon exercise
of

stock
options, net — — 124,238 124 54,206 — — 54,330
Issued
restricted
stock — — 354,000 354 — — — 354
Canceled
forfeited
restricted

stock — — (108,000 ) (108 ) 108 — — —
Canceled
stock to pay
employee

tax
obligations — — (7,645 ) (7 ) (12,607 ) — — (12,614 )
Issued stock in
payment of

Board
retainers — — 72,476 72 131,189 — — 131,261
Issued stock to
401(k) plan — — 68,157 68 117,031 — — 117,099
Exchanged
Series B
Preferred

Stock for
warrants 4,519) @) — — 4 - — _
Extension of — — — 149,615 — — 149,615
warrant
expiration




Edgar Filing: NAVIDEA BIOPHARMACEUTICALS, INC. - Form 10-Q

date
Issued
warrants in
connection

with
advisory
services

agreement — — — — 256,450 — — 256,450
Stock
compensation
expense — — | — — 1,916,179 — — 1,916,179
Net loss — — — — — (25,052,567 ) (681 ) (25,053,248)
Issuance of
MT Preferred
Stock,

net of
deemed
dividend on

beneficial

conversion

feature — — | — — (46,000 ) — 470,413 424,413
Balance,

September 30,

2015 — $— 150,703,485 $150,703 $325,596,476 $(378,036,538) $469,732 $(51,819,627)

See accompanying notes to consolidated financial statements (unaudited).




Edgar Filing: NAVIDEA BIOPHARMACEUTICALS, INC. - Form 10-Q

Navidea Biopharmaceuticals, Inc. and Subsidiaries
Consolidated Statements of Cash Flows

(unaudited)

Nine Months Ended
September 30,
2015 2014

Cash flows from operating activities:

Net loss $(25,053,248) $(28,861,683)

Adjustments to reconcile net loss to net cash used in operating activities:

Depreciation and amortization

Loss on disposal and abandonment of assets

Change in reserve for uncollectible accounts

Change in inventory reserve and other adjustments to inventory
Amortization of debt discount and issuance costs

Compounded interest on long term debt

Stock compensation expense

Equity in loss of R-NAV, LLC

Change in fair value of financial instruments

Loss on extinguishment of debt

Issued stock to 401(k) plan for employer matching contributions
Extension of warrant expiration date

Issued warrants in connection with advisory services agreement
Other

Changes in operating assets and liabilities:

Accounts receivable

Inventory

Prepaid expenses and other assets

Accounts payable

Accrued and other liabilities

Deferred revenue

Net cash used in operating activities

Cash flows from investing activities:

Purchases of equipment

Proceeds from sales of equipment

Patent and trademark costs

Investment in R-NAV, LLC

Net cash used in investing activities

Cash flows from financing activities:

Proceeds from issuance of MT Preferred Stock and warrants
Payment of issuance costs related to MT Preferred Stock and warrants
Proceeds from issuance of common stock and short swing profits
Payment of tax withholdings related to stock-based compensation
Proceeds from notes payable

Payment of debt-related costs

Principal payments on notes payable

431,368
33,184
16,000
138,914
423,522
1,231,125
1,916,179
295,217
1,702,902
2,440,714
117,099
149,615
256,450
77,620

(1,108,828 )
(83,712 )
588,996
(178,620 )
305,170
1,419,198
(14,881,135)

(30,406 )
38,265
(27,092 )
(19,233 )
500,000
(12,587 )
65,975
(23,906 )
54,500,000
(3,902,487 )

(30,333,333)

360,702
31,794
539,027
637,565
1,032,244
262,198
109,499
2,610,196
100,044

(314,800 )
573,191

(109,116 )
(45,410 )
(1,226,288 )

(24,300,837)

(1,111,418 )
(51,876 )
(333,334 )
(1,496,628 )

87,982
(75,759 )
30,000,000
(1,763,526 )
(25,000,000)

10
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Payments under capital leases (1,880 ) (1,640 )
Net cash provided by financing activities 20,791,782 3,247,057
Net increase (decrease) in cash 5,891,414 (22,550,408)
Cash, beginning of period 5,479,006 32,939,026
Cash, end of period $11,370,420 $10,388,618

See accompanying notes to consolidated financial statements (unaudited).

11
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Notes to the Consolidated Financial Statements (unaudited)

1.Summary of Significant Accounting Policies

a.Basis of Presentation: The information presented as of September 30, 2015 and for the three-month and
nine-month periods ended September 30, 2015 and 2014 is unaudited, but includes all adjustments (which consist
only of normal recurring adjustments) that the management of Navidea Biopharmaceuticals, Inc. (Navidea, the
Company, or we) believes to be necessary for the fair presentation of results for the periods presented. 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 pursuant
to the rules and regulations of the U.S. Securities and Exchange Commission. The balances as of September 30,
2015 and the results for the interim periods are not necessarily indicative of results to be expected for the year. The
consolidated financial statements should be read in conjunction with Navidea’s audited consolidated financial
statements for the year ended December 31, 2014, which were included as part of our Annual Report on Form
10-K.

Our consolidated financial statements include the accounts of Navidea and our wholly owned subsidiaries, Navidea

Biopharmaceuticals Limited and Cardiosonix Ltd, as well as those of our majority-owned subsidiary, Macrophage

Therapeutics, Inc. (MT). All significant inter-company accounts were eliminated in consolidation. Navidea's

investment in R-NAV, LLC (R-NAYV) is being accounted for using the equity method of accounting and is therefore

not consolidated.

b.Financial Instruments and Fair Value: In accordance with current accounting standards, the fair value hierarchy
prioritizes the inputs to valuation techniques used to measure fair value, giving the highest priority to unadjusted
quoted prices in active markets for identical assets or liabilities (Level 1 measurements) and the lowest priority to
unobservable inputs (Level 3 measurements). The three levels of the fair value hierarchy are described below:
Level 1 — Unadjusted quoted prices in active markets that are accessible at the measurement date for identical,
unrestricted assets or liabilities;

Level 2 — Quoted prices in markets that are not active or financial instruments for which all significant inputs are
observable, either directly or indirectly; and

Level 3 — Prices or valuations that require inputs that are both significant to the fair value measurement and
unobservable.

A financial instrument’s level within the fair value hierarchy is based on the lowest level of any input that is significant
to the fair value measurement. In determining the appropriate levels, we perform a detailed analysis of the assets and
liabilities whose fair value is measured on a recurring basis. At each reporting period, all assets and liabilities for
which the fair value measurement is based on significant unobservable inputs or instruments which trade infrequently
and therefore have little or no price transparency are classified as Level 3. See Note 2.

The following methods and assumptions were used to estimate the fair value of each class of financial instruments:

(1)Cash, accounts receivable, accounts payable, and accrued liabilities: The carrying amounts approximate fair value
because of the short maturity of these instruments.

(2)Notes payable: The carrying value of our debt at September 30, 2015 and December 31, 2014 primarily consists
of the face amount of the notes less unamortized discounts. See Note 8. At September 30, 2015 and
December 31, 2014, certain notes payable were also required to be recorded at fair value. The estimated fair value
of our debt was calculated using a discounted cash flow analysis as well as a Monte Carlo simulation. These

12
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valuation methods include Level 3 inputs such as the estimated current market interest rate for similar instruments
with similar creditworthiness. For the debt recorded at fair value, unrealized gains and losses on the fair value of
the debt are classified in other expenses as a change in the fair value of financial instruments in the consolidated
statements of operations. At September 30, 2015, the fair value of our notes payable is approximately $64.2
million, compared to the carrying value of $61.3 million.

(3)Derivative liabilities: Derivative liabilities are related to certain outstanding warrants which are recorded at fair
value. Derivative liabilities totaling $63,000 as of September 30, 2015 were included in other liabilities on the
consolidated balance sheets. No derivative liabilities were outstanding as of December 31, 2014. The
assumptions used to calculate fair value as of September 30, 2015 included volatility, a risk-free rate and expected
dividends. In addition, we considered non-performance risk and determined that such risk is minimal. Unrealized
gains and losses on the derivatives are classified in other expenses as a change in the fair value of financial
instruments in the statements of operations. See Notes 2 and 6.

c.Revenue Recognition: We currently generate revenue primarily from sales of Lymphoseek® (technetium Tc 99m

tilmanocept) injection. Our standard shipping terms are FOB shipping point, and title and risk of loss passes to the
7
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customer upon delivery to a carrier for shipment. We generally recognize sales revenue related to sales of our

products when the products are shipped. Our customers have no right to return products purchased in the ordinary

course of business, however, we may allow returns in certain circumstances based on specific agreements.
We earn additional revenues based on a percentage of the actual net revenues achieved by Cardinal Health on sales to
end customers made during each fiscal year. The amount we charge Cardinal Health related to end customer sales of
Lymphoseek are subject to a retroactive annual adjustment. To the extent that we can reasonably estimate the
end-customer prices received by Cardinal Health, we record sales based upon these estimates at the time of sale. If we
are unable to reasonably estimate end customer sales prices related to products sold, we record revenue related to
these product sales at the minimum (i.e., floor) price provided for under our distribution agreement with Cardinal
Health.

We also earn revenues related to our licensing and distribution agreements. The terms of these agreements may
include payment to us of non-refundable upfront license fees, funding or reimbursement of research and development
efforts, milestone payments if specified objectives are achieved, and/or royalties on product sales. We evaluate all
deliverables within an arrangement to determine whether or not they provide value on a stand-alone basis. We
recognize a contingent milestone payment as revenue in its entirety upon our achievement of a substantive milestone
if the consideration earned from the achievement of the milestone (i) is consistent with performance required to
achieve the milestone or the increase in value to the delivered item, (ii) relates solely to past performance and (iii) is
reasonable relative to all of the other deliverables and payments within the arrangement. We received a
non-refundable upfront cash payment of $2.0 million from SpePharm AG upon execution of the SpePharm License
Agreement in March 2015. We have determined that the license and other non-contingent deliverables do not have
stand-alone value because the license could not be deemed to be fully delivered for its intended purpose unless we
perform our other obligations, including specified development work. Accordingly, they do not meet the separation
criteria, resulting in these deliverables being considered a single unit of account. As a result, revenue relating to the
upfront cash payment was deferred and is being recognized on a straight-line basis over the estimated obligation
period of two years.

We generate additional revenue from grants to support various product development initiatives. We generally
recognize grant revenue when expenses reimbursable under the grants have been paid and payments under the grants
become contractually due. Lastly, we recognize revenues from the provision of services to R-NAYV and its
subsidiaries. See Note 7.

d.Change in Accounting Principle: In April 2015, the Financial Accounting Standards Board (FASB) issued
Accounting Standards Update (ASU) No. 2015-03, Simplifying the Presentation of Debt Issuance Costs. ASU
2015-03 requires that debt issuance costs related to a recognized debt liability be presented in the balance sheet as a
direct deduction from the carrying amount of that debt liability rather than as an asset. The recognition and
measurement guidance for debt issuance costs are not affected by ASU 2015-03. ASU 2015-03 is effective for
fiscal years beginning after December 15, 2015, and interim periods within those fiscal years. Early adoption is
permitted. Entities must apply the amendments in ASU 2015-03 on a retrospective basis.
During the second quarter of 2015, the Company elected early adoption of ASU 2015-03. The consolidated balance
sheet as of December 31, 2014 has been adjusted to reflect retrospective application of the new method of
presentation. Deferred debt issuance costs totaling $90,000 that were included in other assets as of December 31,
2014 were reclassified as discounts on notes payable, current, of $35,000 and discounts on notes payable, long term,
of $55,000. We have reflected these unamortized costs as a reduction of the debt on the balance sheet as of September
30, 2015 and will continue to do so in future periods. The adoption of ASU 2015-03 had no impact on the
consolidated statements of operations, stockholders' deficit or cash flows.

e.Recent Accounting Pronouncements: In February 2015, the FASB issued ASU No. 2015-02, Amendments to the
Consolidation Analysis. ASU 2015-02 affects reporting entities that are required to evaluate whether they should
consolidate certain legal entities. All legal entities are subject to reevaluation under the revised consolidation
model. Specifically, the amendments: (i) modify the evaluation of whether limited partnerships and similar legal

14
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entities are variable interest entities (VIEs) or voting interest entities, (ii) eliminate the presumption that a general
partner should consolidate a limited partnership, and (iii) affect the consolidation analysis of reporting entities that
are involved with VIEs, particularly those that have fee arrangements and related party relationships. ASU
2015-02 is effective for public entities for fiscal years, and for interim periods within those fiscal years, beginning
after December 15, 2015. The amendments may be applied using a modified retrospective approach or a full
retrospective approach. Early adoption is permitted, including adoption in an interim period. We are currently
evaluating the impact of our adoption of ASU 2015-02, however we do not expect the adoption of ASU 2015-02 to
have a material effect on our consolidated financial statements upon adoption.
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In July 2015, the FASB issued ASU No. 2015-11, Simplifying the Measurement of Inventory. ASU 2015-11 applies
to all inventory that is measured using methods other than last-in, first-out or the retail inventory method, including
inventory that is measured using first-in, first-out or average cost. ASU 2015-11 requires entities to measure
inventory at the lower of cost and net realizable value, defined as the estimated selling prices in the ordinary course of
business, less reasonably predictable costs of completion, disposal, and transportation. ASU 2015-11 is effective for
public entities for fiscal years beginning after December 15, 2016, and interim periods with fiscal years beginning
after December 15, 2017. The amendments in ASU 2015-11 should be applied prospectively with earlier application
permitted as of the beginning of an interim or annual reporting period. We do not expect the adoption of ASU
2015-11 to have a material effect on our consolidated financial statements upon adoption.

In August 2015, the FASB issued ASU No. 2015-14, Revenue from Contracts with Customers. ASU 2015-14 defers
the effective date of ASU No. 2014-09 for all entities by one year. Public business entities should adopt the new
revenue recognition standard for annual reporting periods beginning after December 15, 2017, including interim
periods within that year. Early adoption is permitted only as of annual reporting periods beginning after December
15, 2016, including interim periods within that year. We are evaluating the potential impact of the adoption of ASU
2014-09, but we do not currently expect the adoption to have a material effect on our consolidated financial statements
upon adoption.

2.Fair Value

As discussed in Note 8, under the First and Second Amended Platinum Notes, Platinum-Montaur Life Sciences, LLC
(Platinum) had the right to convert all or any portion of the unpaid principal or unpaid interest accrued on any draws
subsequent to the second quarter of 2013 under the Platinum credit facility into Navidea common stock, under certain
circumstances. In May 2015, Navidea and Platinum executed a Third Amended Platinum Note, which extends
Platinum's right to convert any portion of the unpaid principal or unpaid interest to all draws under the credit facility,
including those made prior to the second quarter of 2013. The Third Amended Platinum Note also changed other
provisions of the Platinum Loan Agreement as discussed further in Note 8. Platinum’s debt instrument, including the
embedded option to convert such debt into common stock, is recorded at fair value on the consolidated balance
sheets. The estimated fair value of the Platinum notes payable is $12.3 million at September 30, 2015.

MT issued warrants to purchase 300 shares of MT Common Stock in connection with the sale of 10 shares of MT
Preferred Stock in March 2015. The warrants have certain characteristics including a net settlement provision that
require the warrants to be accounted for as a derivative liability at fair value, with subsequent changes in fair value
included in earnings. The estimated fair value of the MT warrants is $63,000 at September 30, 2015, and will
continue to be measured on a recurring basis. See Notes 1(b)(3) and 6.

The following tables set forth, by level, financial liabilities measured at fair value on a recurring basis:

Liabilities Measured at Fair Value on a Recurring Basis as of September 30, 2015

Description Quoted Prices in  Significant Significant Total
Active Markets  Other Unobservable
for Identical Observable Inputs (Level 3)
Liabilities

Inputs (Level 2)
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(Level 1)

Platinum notes payable $ — $ — $12,280,513 $12,280,513
Liability related to warrants — — 63,000 63,000

Liabilities Measured at Fair Value on a Recurring Basis as of December 31, 2014
Quoted Prices in

Significant
Active Markets
for Identical Other Significant
Liabilities Observable Unobservable
Description (Level 1) Inputs (Level 2) Inputs (Level 3) Total
Platinum notes payable $ — $ — $5,615,764 $5,615,764

a. Valuation Processes-Level 3 Measurements: Depending on the instrument, the Company utilizes discounted cash

flows, option pricing models, or third-party valuation services to estimate the value of their financial assets and
liabilities. Valuations using discounted cash flow methods and certain option pricing models such as
Black-Scholes are generally conducted by the Company or by third-party valuation experts. Valuations using

complex models such as a Monte Carlo simulation are generally provided to the Company by third-party valuation
experts. Each reporting period, the Company provides significant unobservable inputs to the third-party valuation

experts based on current internal estimates and forecasts.
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b.Sensitivity Analysis-Level 3 Measurements: Changes in the Company’s current internal estimates and forecasts are
likely to cause material changes in the fair value of certain liabilities. The significant unobservable inputs used in
the fair value measurement of the liabilities include the amount and timing of future draws expected to be taken
under the Platinum Loan Agreement based on current internal forecasts. Significant increases (decreases) in any of
the significant unobservable inputs would result in a higher (lower) fair value measurement. A change in one of
the inputs would not necessarily result in a directionally similar change in the others.
There were no Level 1 liabilities outstanding at any time during the three-month and nine-month periods ended
September 30, 2015 and 2014. There were no transfers in or out of our Level 2 liabilities during the three-month and
nine-month periods ended September 30, 2015 or 2014. Changes in the estimated fair value of our Level 3 liabilities
relating to unrealized gains (losses) are recorded as changes in fair value of financial instruments in the consolidated
statements of operations. The change in the estimated fair value of our Level 3 liabilities during the three-month
periods ended September 30, 2015 and 2014 was $1.6 million and $410,000, respectively. The change in the
estimated fair value of our Level 3 liabilities during the nine-month periods ended September 30, 2015 and 2014 was
$1.7 million and $109,000, respectively.

3.Stock-Based Compensation

At September 30, 2015, we have instruments outstanding under two stock-based compensation plans; the Amended
and Restated 2002 Stock Incentive Plan (the 2002 Plan) and the Amended and Restated 2014 Stock Incentive Plan
(the 2014 Plan). Total shares authorized under each plan are 12 million shares and 5 million shares, respectively. In
addition, we have stock options outstanding that were awarded as an employment inducement in connection with the
appointment of our new CEO in October 2014. Currently, under the 2014 Plan, we may grant incentive stock options,
nonqualified stock options, and restricted stock awards to full-time employees and directors, and nonqualified stock
options and restricted stock awards may be granted to our consultants and agents. Although instruments are still
outstanding under the 2002 Plan, the plan has expired and no new grants may be made from it. Under both plans, the
exercise price of each option is greater than or equal to the closing market price of our common stock on the date of
the grant.

Stock options granted under the 2002 Plan and the 2014 Plan generally vest on an annual basis over one to four
years. The stock options that were awarded as an employment inducement in connection with the appointment of our
CEO will vest in three tranches based on certain service and market conditions as defined in the

agreement. Outstanding stock options under the plans, if not exercised, generally expire ten years from their date of
grant or up to 90 days following the date of an optionee’s separation from employment with the Company. We issue
new shares of our common stock upon exercise of stock options.

Stock-based payments to employees and directors, including grants of stock options, are recognized in the
consolidated statements of operations based on their estimated fair values. The fair value of each stock option award
is estimated on the date of grant using the Black-Scholes option pricing model. Expected volatilities are based on the
Company’s historical volatility, which management believes represents the most accurate basis for estimating expected
future volatility under the current circumstances. Navidea uses historical data to estimate forfeiture rates. The
expected term of stock options granted is based on the vesting per