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Key Metrics

RVNC - NASDAQ $17.60

Pricing Date Nov 28 2016

Price Target $28.00

52-Week Range $40.40 - $12.35

Shares Outstanding (mm) 28.5

Market Capitalization (mm) $501.6

3-Mo Average Daily Volume 204,030

Institutional Ownership 87%

Book Value/Share $7.04

Price/Book 2.5x

EPS FY: December
Prior Curr. Prior Curr.

2015A 2016E 2016E 2017E 2017E

1Q-Mar (0.65) -- (0.71)A -- (1.05)E

2Q-Jun (0.71) -- (0.88)A -- (1.09)E

3Q-Sep (0.81) -- (0.64)A -- (1.12)E

4Q-Dec (0.83) -- (1.02)E -- (1.16)E

FY (3.02) -- (3.25)E -- (4.42)E

P/E

REVENUE
Prior Curr. Prior Curr.

2015A 2016E 2016E 2017E 2017E

1Q-Mar 0.1 -- 0.1A -- 0.1E

2Q-Jun 0.1 -- 0.1A -- 0.1E

3Q-Sep 0.1 -- 0.1A -- 0.1E

4Q-Dec 0.1 -- 0.1E -- 0.1E

FY 0.3 -- 0.3E -- 0.3E

Company Description:
Revance, a clinical-stage biotechnology company, is focused on
developing, manufacturing and commercializing novel botulinum toxin
products across therapeutic and aesthetic indications, particularly in
dermatology and neurology. The Company leverages its proprietary
botulinum toxin, Daxibotulinumtoxin A, in combination with its
patented TransMTS peptide technology to address the unmet needs of
patients in the neurotoxin market.

Revance Therapeutics, Inc.
Rating: Buy
Long Acting Botox with Novel Delivery System,
Initiate with a BUY and PT $28

Investment Highlights:
■ Opportunity to tap into a large Botulinum toxin market. Botulinum toxin

is currently a $3B market, set to reach $5.6B by 2020. Though it is largely a
concentrated market, with Botox holding ~85% of the market share, we believe
that RT002 will stand out from primary competitors, Xeomin and Dysport, mostly
because RT002 targets selective sites to limit spread to other regions and will be
the first long acting toxin. We believe that RT002 can attain glabellar line market
share of 21% by 2025, if on-going phase III trials is able to reproduce similar
results as in the phase II BELMONT study. We estimate about $569 mil in US
based revenues for FY 2025 across indications of glabellar lines, plantar fasciitis,
and cervical dystonia.

■ Laser focus on the development of Daxibotulinumtoxin A for Injection
(RT002). Management's goal of bringing an improved version of Botox to market
continues to remain evident. The program is split across three indications for
glabellar lines, cervical dystonia (CD), and plantar fasciitis (PF). Glabellar lines
is the largest market of the three indications, and is largely dominated by Botox
and dermal fillers such as Restylane and Juvederm Voluma. Within the indication
for CD, RT002 is expected to compete directly with Botox and Dysport, and
indirectly with oral treatments such as Anticholinergics. Lastly, RT002 is being
evaluated for potential treatment of PF, a market for which injectables such
a corticosteroids are the first line of treatment. Botox injections are gaining
popularity, albeit off label, among podiatrists as studies are showing superiority
to traditional intralesional steroid injections. RT-002 could be the first one to gain
an FDA approved indication.

■ Upcoming catalysts. With RT002 being investigated across multiple indications,
Revance has a number of potential catalytic events lined up that currently
culminate in 4Q17. 1) Interim safety, efficacy, and duration results from the first
two cohorts of the phase II trial in CD expected before year end 2016. 2) Top-line
phase II readout from CD expected in 2017. 3) Top-line phase II readout from PF
expected in 2017. 4) Top-line results from both pivotal phase III trials in glabellar
lines expected in 4Q17.

■ Valuation. Our price target of $28 was determined by DCF analysis. We used
DCF based on 2016-2025 EBIT DA discounted at 6% to determine our target
price. Terminal value is 3x of estimated 2025 EBITDA. Our valuation takes into
account RT002 at a 75% probability of success for indications glabellar lines,
plantar fasciitis, and cervical dystonia.

■ Risks. Other than typical risks associated with investing in companies
in the healthcare industries, such as R&D, regulatory, manufacturing, and
commercialization risks, investing in Revance Therapeutics Inc. carries several
firm-specific risks: 1) potential multiple binary events; 2) intense competition in
a market with no new breakthrough in ~20 years; 3) pricing and reimbursement
pressures; 4) The company has not shown a history of profitability; and 5)
additional funding may be required to successfully commercialize its products.
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• Opportunity to tap into a large Botulinum toxin market. Botulinum toxin is currently a $3B market, set to

reach $5.6B by 2020. Though it is largely a concentrated market, with Botox holding ~85% of the market share,

we believe that RT002 will stand out from primary competitors, Xeomin and Dysport, mostly because RT002

targets selective sites to limit spread to other regions and will be the first long acting toxin. We believe that

RT002 can attain glabellar line market share of 21% by 2025, if on-going phase III trials is able to reproduce

similar results as in the phase II BELMONT study. We estimate about $569 mil in US based revenues for FY

2025 across indications of glabellar lines, plantar fasciitis, and cervical dystonia.

• Laser focus on the development of Daxibotulinumtoxin A for Injection (RT002). Management's goal of

bringing an improved version of Botox to market continues to remain evident. The program is split across

three indications for glabellar lines, cervical dystonia (CD), and plantar fasciitis (PF). Glabellar lines is the

largest market of the three indications, and is largely dominated by Botox and dermal fillers such as Restylane

and Juvederm Voluma. Within the indication for CD, RT002 is expected to compete directly with Botox and

Dysport, and indirectly with oral treatments such as Anticholinergics. Lastly, RT002 is being evaluated for

potential treatment of PF, a market for which injectables such a corticosteroids are the first line of treatment.

Botox injections are gaining popularity, albeit off label, among podiatrists as studies are showing superiority

to traditional intralesional steroid injections.

• Glabellar Lines. Classified as wrinkles that appear between the eyebrows, they are commonly referred to as

frown lines. Glabellar lines become more apparent with age, partially because of the changing elasticity of

skin, and are commonly treated with Botox injections. In more severe cases where the lines are deeper or more

pronounces, dermal fillers may be required.

• Cervical Dystonia. Dystonia is a neurological syndrome commonly characterized by unnatural postures and

involuntary twisting movements. Cervical Dystonia (spasmodic torticollis) is a focal dystonia where neck

muscles contract involuntarily, leading to abnormal movements and/or an awkward posture of the neck and

head. In most cases CD will not spread past the shoulders or progress into generalized dystonia. CD can be

either primary or secondary - causes can stem from physical trauma. In the case of primary CD, there have

been inherited cases observed with linkage to the DYT1 Gene. CD can be effectively managed through local,

regular botulinum toxin injections.

• Plantar Fasciitis. The most common cause of heel pain, PF typically results from a sprained plantar fascia

ligament. The ligament is pivotal in supporting the arch in your foot and when inflamed will result in pain

when standing or walking. In most cases PF is treated with orthotics and stretching, but prolonged cases will

need some form of injection, typically from corticosteroids.

• In-licensed 70 patent portfolio with the potential to significantly expand the medical usage of botulinum

toxin. The company closed a deal in June 2016 with Botulinum Toxin Research Associates, Inc. (BTRX,

Not Rated) to acquire a portfolio of more than 70 patents and patent applications, which include an array of

therapeutic applications for botulinum neurotoxins targeting inflammation, pain, and range of neurological

conditions - several of which target mood and depression disorders. The key inventor of these IPs, Dr. Gary

Borodic, has spent years to advance the understanding of neurotoxin and its potential uses in advancing patients'

care. Revance's patent portfolio now exceeds 330 with the latest agreement. It appears very clear to us that

Revance is positioning itself to be a major player in the Botulinum Toxin market. Terms of the acquisition

include a $2 million upfront payment to the licensor, plus potential milestone payments on future sales and

other clinical and regulatory events. We view the financial arrangement as being reasonable for projects that

are at this stage of development.

• Upcoming catalysts. With RT002 being investigated across multiple indications, Revance has a number of

potential catalytic events lined up that currently culminate in 4Q17. 1) Interim safety, efficacy, and duration

results from the first two cohorts of the phase II trial in CD expected before year end 2016. 2) Top-line phase II

Revance Therapeutics, Inc. November 29, 2016



3    AEGIS CAPITAL CORP.

readout from CD expected in 2017. 3) Top-line phase II readout from PF expected in 2017. 4) Top-line results

from both pivotal phase III trials in glabellar lines expected in 4Q17.

• Third Quarter Earnings Beat. For the third quarter of 2016 Revance reported in-line revenue of $75k vs.

estimates of $63k, while reporting an earnings loss of ($0.64) per share vs. consensus estimates of ($0.89). The

EPS beat stems primary from a reduction in spending as a result of the discontinuation of the RT001 program,

however we expect to see the drop in R&D spending to be temporary as additional phase III trials for RT002

were initiated in September and as phase II trials are introduced across expanded indications.

Revance Therapeutics, Inc. November 29, 2016
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REVANCE THERAPEUTICS INC: INCOME STATEMENT ($000)

(In thousands, except per share data)

Period Ending 2012A 2013A 2014A 1Q15A 2Q15A 3Q15A 4Q15A 2015A 1Q16A 2Q16A 3Q16A 4Q16E 2016E 1Q17E 2Q17E 3Q17E 4Q17E 2017E

Revenue 717 617 383 75 75 75 75 300 75 75 75 75 300 75 75 75 75 300

Total revenue 717 617 383 75 75 75 75 300 75 75 75 75 300 75 75 75 75 300

Cost of revenue 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Gross profit 717 617 383 75 75 75 75 300 75 75 75 75 300 75 75 75 75 300

Operating expenses:

Research and development 32,708 27,831 33,390 9,254 10,303 13,016 14,956 47,529 12,364 15,192 10,296 20,592 58,444 21,622 22,703 23,838 25,030 93,192

Sales, general, and administrative 11,195 11,011 19,043 5,996 6,360 5,827 6,905 25,088 7,455 7,018 7,502 8,252 30,227 8,500 8,755 9,017 9,288 35,560

Loss on impairment 1,949

Total operating expenses 43,903 38,842 52,433 15,250 16,663 18,843 21,861 72,617 19,819 24,159 17,798 28,844 88,671 30,121 31,457 32,855 34,318 128,752

Loss from operations (43,186) (38,225) (52,050) (15,175) (16,588) (18,768) (21,786) (72,317) (19,744) (24,084) (17,723) (28,769) (88,371) (30,046) (31,382) (32,780) (34,243) (128,452)

Interest income 7 2 44 27 49 68 87 231 310 324 306 306 1,246 306 306 306 306 1,224

Interest expense (28,959) (15,164) (10,672) (165) (279) (390) (356) (1,190) (315) (286) (256) (256) (1,113) (256) (256) (256) (256) (1,024)

Change in fair value derivative liabilities associated with convertible notes 13,860 2,660 4,032 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Change in fair value derivative liabilities associated with Medicis settlement 0 47 (320) (42) 89 13 67 127 (14) (413) (167) (167) (761) (167) (167) (167) (167) (668)

Change in fair value of common stock warrant liability 0 (621) (2,151) 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Change in fair value of convertible preferred stock warrant liability 125 (743) (210) 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Loss on settlement of preferred stock warrant 0 0 (1,356) 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Other income (expense) (106) (404) (234) (47) (76) (98) (106) (327) (125) (143) (138) (203) (609) 0 0 0 0 0

Loss before income taxes (58,259) (52,448) (62,917) (15,402) (16,805) (19,175) (22,094) (73,476) (19,888) (24,602) (17,978) (29,089) (89,608) (30,163) (31,499) (32,897) (34,360) (128,920)

Benefit from income taxes 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Net loss (58,259) (52,448) (62,917) (15,402) (16,805) (19,175) (22,094) (73,476) (19,888) (24,602) (17,978) (29,089) (89,608) (30,163) (31,499) (32,897) (34,360) (128,920)

Outstanding number of shares, basic 201 220 19,392 23,535 23,585 23,755 26,461 24,340 28,006 28,090 28,160 28,442 28,174 28,726 29,014 29,304 29,597 29,160

Outstanding number of shares, diluted 201 1,029 19,392 23,535 23,585 23,755 26,461 24,340 28,006 28,090 28,160 28,442 28,174 28,726 29,014 29,304 29,597 29,160

Net income, basic (58,259) 258 (62,917) (15,402) (16,805) (19,175) (22,094) (73,476) (19,888) (24,602) (17,978) (29,089) (91,557) (30,163) (31,499) (32,897) (34,360) (128,920)

Net income, diluted (58,259) 1,083 (62,917) (15,402) (16,805) (19,175) (22,094) (73,476) (19,888) (24,602) (17,978) (29,089) (91,557) (30,163) (31,499) (32,897) (34,360) (128,920)

Net income per share, basic (290.48) 1.17 (3.24) (0.65) (0.71) (0.81) (0.83) (3.02) (0.71) (0.88) (0.64) (1.02) (3.25) (1.05) (1.09) (1.12) (1.16) (4.42)

Net income per share, diluted (290.48) 1.05 (3.24) (0.65) (0.71) (0.81) (0.83) (3.02) (0.71) (0.88) (0.64) (1.02) (3.25) (1.05) (1.09) (1.12) (1.16) (4.42)

Source: Company reports and Aegis Capital Analysis
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Required Disclosures

Price Target

$26

Valuation Methodology

Our price target of $28 was determined by DCF analysis. We used DCF based on 2016-2025 EBIT discounted at 6% to determine our
target price. Terminal value is 3x of estimated 2025 EBIT. Our valuation takes into account RT002 at a 75% probability of success for
indications glabellar lines, plantar fasciitis, and cervical dystonia.

Risk Factors

Other than typical risks associated with investing in companies in the healthcare industries, such as R&D, regulatory, manufacturing, and
commercialization risks, investing in Revance Therapeutics Inc. carries several firm-specific risks: 1) Potential multiple binary events;
2) Potential intense competition with ; 3) pricing and reimbursement pressures; 4) The company has not shown a history of profitability;
and 5) additional funding may be required to successfully commercialize its products.

For important disclosures go to www.aegiscap.com.

I, Difei Yang, Ph.D., hereby certify that the views expressed in this research report accurately reflect my personal views about the subject
companies and their securities. I also certify that I have not been, do not, and will not be receiving direct or indirect compensation in
exchange for expressing the specific recommendations in this report.

Research analyst compensation is not dependent upon investment banking revenues received by Aegis Capital Corp.

Aegis Capital Corp. intends to seek or expects to receive compensation for investment banking services from the subject company within
the next three months.

The firm nor the Research Analyst have any material conflict of interest in which the Research Analyst has a reason to know or knows
at the time of publication of this research report.

As of the report date neither Aegis Capital Corp. or its affiliates beneficially own 1% or more of any class of common equity securities
of the subject company of this report.

Neither the research analyst who prepared this report or a member of the research analyst’s household has a financial position in the debt
or equity securities of the subject company.

Revance Therapeutics, Inc. November 29, 2016
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   Investment Banking
Services/Past 12 Mos.

 Rating Percent Percent 

 BUY [BUY] 85.85 37.36  
 HOLD [HOLD] 14.15 20.00  
 SELL [SELL] 0.00 0.00  

 

Meaning of Ratings

A) A Buy rating is assigned when we do not believe the stock price adequately reflects a company's prospects over 12-18 months.
B) A Hold rating is assigned when we believe the stock price adequately reflects a company's prospects over 12-18 months.
C) A Sell rating is assigned when we believe the stock price more than adequately reflects a company's prospects over 12-18 months.

Other Disclosures

Other Disclosures The information contained herein is based upon sources believed to be reliable but is not guaranteed by us and is not
considered to be all inclusive. It is not to be construed as an offer or the solicitation of an offer to sell or buy the securities mentioned herein.
Aegis Capital Corp., its affiliates, shareholders, officers, staff, and/or members of their families, may have a position in the securities
mentioned herein, and, before or after your receipt of this report, may make or recommend purchases and/or sales for their own accounts
or for the accounts of other customers of the Firm from time to time in the open market or otherwise. Opinions expressed are our present
opinions only and are subject to change without notice. Aegis Capital Corp. is under no obligation to provide updates to the opinions or
information provided herein. Additional information is available upon request.

The common stock of the subject company in this report may not be suitable for certain investors based on their investment objectives,
degree of risk, as well as their financial status.

© Copyright 2016 by Aegis Capital

Aegis Capital Corp.
(212) 813-1010
810 Seventh Avenue, 18th Floor
New York, New York 10019
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