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Introductory Note
This Amendment No. 1 on Form 8-K/A (“Amendment No. 1”) amends the Current Report on Form 8-K of Cerevel Therapeutics Holdings, Inc., a
Delaware corporation (the “Company”), filed on November 2, 2020 (the “Original Report”), in which the Company reported, among other events, the
completion of the Business Combination (as defined in the Original Report) between the Company and Cerevel Therapeutics, Inc. (“Old Cerevel”).
This Amendment No. 1 is being filed in order to include (a) the unaudited pro forma condensed combined financial information for the Company as of
and for the nine months ended September 30, 2020, (b) the Management’s Discussion and Analysis of Financial Condition and Results of Operations of
Old Cerevel for the three and nine months ended September 30, 2020 and 2019 and (c) the unaudited condensed consolidated financial statements of
Old Cerevel as of September 30, 2020 and for the three and nine months ended September 30, 2020 and 2019.
This Amendment No. 1 does not amend any other item of the Original Report or purport to provide an update or a discussion of any developments at the
Company or its subsidiaries subsequent to the filing date of the Original Report, except as indicated below under Item 9.01. The information previously
reported in or filed with the Original Report is hereby incorporated by reference to this Amendment No. 1.
Item 9.01. Financial Statements and Exhibits.
(a) Financial Statements.
The unaudited condensed consolidated financial statements of Old Cerevel as of September 30, 2020 and for the three and nine months ended
September 30, 2020 and 2019, and the related notes thereto are attached as Exhibit 99.3 and are incorporated herein by reference. Also included as
Exhibit 99.2 and incorporated herein by reference is the Management’s Discussion and Analysis of Financial Condition and Results of Operations of
Old Cerevel for the three and nine months ended September 30, 2020 and 2019.
(b) Pro Forma Financial Information.
Certain unaudited pro forma condensed combined financial information for the Company as of and for the nine months ended September 30, 2020 is
attached hereto as Exhibit 99.1 and is incorporated herein by reference.
(d) Exhibits.
Exhibit No.

Description

99.1

Unaudited pro forma condensed combined financial information of the Company as of September 30, 2020 and for the nine months
ended September 30, 2020.

99.2

Management’s Discussion and Analysis of Financial Condition and Results of Operations of Old Cerevel for the three and nine
months ended September 30, 2020 and 2019.

99.3

Unaudited condensed consolidated financial statements of Old Cerevel as of September 30, 2020 and for the three and nine months
ended September 30, 2020 and 2019.

SIGNATURES
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.
CEREVEL THERAPEUTICS HOLDINGS, INC.
Date: November 16, 2020

By: /s/ Kathy Yi
Kathy Yi
Chief Financial Officer

Exhibit 99.1
UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL INFORMATION
The following unaudited pro forma condensed combined balance sheet of Cerevel Therapeutics Holdings, Inc. (“New Cerevel”) as of
September 30, 2020 and the unaudited pro forma condensed combined statements of operations of New Cerevel for the year ended December 31, 2019
and for the nine months ended September 30, 2020 present the combination of the financial information of ARYA Sciences Acquisition Corp II
(“ARYA”) and Cerevel Therapeutics, Inc. (“Cerevel”) after giving effect to the Business Combination, PIPE Financing and related adjustments
described in the accompanying notes. ARYA and Cerevel are collectively referred to herein as the “Companies,” and the Companies, subsequent to the
Business Combination and the PIPE Financing, are referred to herein as New Cerevel.
The unaudited pro forma condensed combined statements of operations for the year ended December 31, 2019 and the nine months ended
September 30, 2020 give pro forma effect to the Business Combination and PIPE Financing as if they had occurred on January 1, 2019. The unaudited
pro forma condensed combined balance sheet as of September 30, 2020 gives pro forma effect to the Business Combination and PIPE Financing as if
they were completed on September 30, 2020.
The unaudited pro forma condensed combined financial information is based on and should be read in conjunction with the audited and unaudited
historical financial statements of each of ARYA and Cerevel and the notes thereto, as well as the disclosures contained in the Proxy
Statement/Prospectus in the sections titled “ARYA’s Management’s Discussion and Analysis of Financial Condition and Results of Operations” and
“Cerevel’s Management’s Discussion and Analysis of Financial Condition and Results of Operations.”
The unaudited pro forma condensed combined financial statements have been presented for illustrative purposes only and do not necessarily
reflect what New Cerevel’s financial condition or results of operations would have been had the Business Combination and PIPE Financing occurred on
the dates indicated. Further, the unaudited pro forma condensed combined financial information also may not be useful in predicting the future financial
condition and results of operations of New Cerevel. The actual financial position and results of operations may differ significantly from the pro forma
amounts reflected herein due to a variety of factors. The unaudited pro forma adjustments represent management’s estimates based on information
available as of the date of these unaudited pro forma condensed combined financial statements and are subject to change as additional information
becomes available and analyses are performed.
On October 27, 2020, New Cerevel consummated the previously announced Business Combination pursuant to Business Combination Agreement
dated July 29, 2020 (as amended on October 2, 2020) between ARYA and Cerevel, under the terms of which, ARYA acquired Cerevel, upon
domestication of ARYA, through which a wholly-owned subsidiary of ARYA merged with and into Cerevel, with Cerevel becoming a wholly-owned
subsidiary of ARYA, referred to herein as New Cerevel, which became a publicly-listed entity. As a result of the Business Combination, New Cerevel
owns, directly or indirectly, all of the issued and outstanding equity interests of Cerevel and its subsidiaries and the Cerevel equityholders hold a portion
of the New Cerevel Common Stock.
The following pro forma condensed combined financial statements presented herein reflect the redemption of 245,050 shares of Class A Common
Stock by ARYA’s shareholders in conjunction with the shareholder vote on the Business Combination contemplated by the Business Combination
Agreement at a meeting held on October 26, 2020.
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NEW CEREVEL
UNAUDITED PRO FORMA CONDENSED
COMBINED BALANCE SHEET
September 30, 2020
(in thousands)

ASSETS
Current assets
Cash and cash equivalents
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Operating lease assets
Restricted cash
Marketable securities held in Trust Account
Other long-term assets
Total assets
LIABILITIES AND STOCKHOLDERS’ EQUITY
Accounts payable
Note payable—related party
Accrued expenses and other current liabilities
Operating lease liabilities, current portion
Total current liabilities
Operating lease liabilities, net of current portion
Deferred underwriting commissions
Other long-term liabilities
Total liabilities
Series A convertible common stock
Total convertible common stock
Series A-1 convertible preferred stock
Series A-2 convertible preferred stock
Total convertible preferred stock
Class A ordinary shares, subject to possible redemption
Preference shares
Class A ordinary shares
Class B ordinary shares
Common stock
Additional paid-in capital
Accumulated deficit
Total stockholders’ equity (deficit)
Total liabilities and stockholders’ equity (deficit)

ARYA
(Historical)

Cerevel
(Historical)

Pro Forma
Adjustments

$

609
340
949
—
—
—
149,571
—
$ 150,520

$ 12,808
3,076
15,884
16,620
24,727
4,200
—
5,606
$ 67,037

$ 414,500
—
414,500
—
—
—
(149,571)
(5,052)
$ 259,877

$

$

$

152
—
2,545
—
2,697
—
5,233
—
7,930
—
—
—
—
—
137,590
—
—
—
—
8,124
(3,124)
5,000

$ 150,520
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4,822
—
22,181
2,206
29,209
29,515
—
9,060
67,784
9,159
9,159
169,117
98,132
267,249
—
—
—
—
—
86,108
(363,263)
(277,155)

$ 67,037

(152)
—
(5,083)
—
(5,235)
—
(5,233)
(8,700)
(19,168)
(9,159)
(9,159)
(169,117)
(98,132)
(267,249)
(137,950)
—
—
—
13
692,890
140
693,043

$ 259,877

Note 3

Pro Forma

(a),(b)

$ 427,917
3,416
431,333
16,620
24,727
4,200
—
554
$ 477,434

(c)
(d)

(b)
(b)

(b)
(e)
(f)
(f)
(f)
(f)

(f)
(f)
(f)

$

4,822
—
19,643
2,206
26,671
29,515
—
360
56,546
—
—
—
—
—
—
—
—
—
13
787,122
(366,247)
420,888

$ 477,434

NEW CEREVEL
UNAUDITED PRO FORMA CONDENSED COMBINED
STATEMENT OF OPERATIONS FOR THE NINE MONTHS
ENDED SEPTEMBER 30, 2020
(in thousands, except per share amounts)

Operating expenses:
Research and development
General and administrative
Total operating expenses
Loss from operations
Other income (expense)
Interest income, net
Gain on marketable securities, dividends and interest held in Trust
Account
Other income (expense), net
Loss before income taxes
Income tax benefit
Net loss and comprehensive loss

ARYA
(Historical)

Cerevel
(Historical)

Pro Forma
Adjustments

$

$ 73,168
34,052
107,220
(107,220)

$

—
3,195
3,195
(3,195)
—

71
—
(3,124)
—
$ (3,124)

Loss per Share
Weighted average shares outstanding, basic and diluted
Basic and diluted net loss per share

210
—
(11,976)
(118,986)
21
$(118,965)

900
(5,223)
(4,323)
4,323

Note 3

Pro Forma

(g)
(g),(h), (i), (j)

$ 74,068
32,024
106,092
(106,092)

—

$

(71)
11,970
16,222
—
16,222

210
(k)
(l)

(m)
(m)
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—
(6)
(105,888)
21
$(105,867)

$

127,124
(0.83)

NEW CEREVEL
UNAUDITED PRO FORMA CONDENSED
COMBINED STATEMENT OF OPERATIONS FOR
THE YEAR ENDED DECEMBER 31, 2019
(in thousands, except per share amounts)

Operating expenses:
Research and development
General and administrative
Total operating expenses
Loss from operations
Other income (expense)
Interest income, net
Other (expense) income, net
Loss before income taxes
Provision for income taxes
Net loss and comprehensive loss

ARYA
(Historical)

Cerevel
(Historical)

Pro Forma
Adjustments

$

—
—
—
—

$ 50,294
33,169
83,463
(83,463)

$

—
—
—
—
—

1,552
(46,433)
(128,344)
(45)
$(128,389)

$

Loss per Share
Weighted average shares outstanding, basic and diluted
Basic and diluted net loss per share

$

1,200
(80)
1,120
(1,120)
—
46,442
45,322
—
45,322

(g)
(g),(h)

(l)

(m)
(m)
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Pro
Forma

Note 3

$ 51,494
33,089
84,583
(84,583)
1,552
9
(83,022)
(45)
$ (83,067)

$

127,124
(0.65)

Note 1—Description of the Business Combination
On October 27, 2020, New Cerevel consummated the previously announced Business Combination pursuant to Business Combination Agreement dated
July 29, 2020 (as amended on October 2, 2020) between ARYA and Cerevel, under the terms of which, ARYA acquired Cerevel, upon domestication of
ARYA, through which a wholly-owned subsidiary of ARYA merged with and into Cerevel, with Cerevel becoming a wholly-owned subsidiary of
ARYA, referred to herein as New Cerevel, which became a publicly-listed entity. As a result of the Business Combination, New Cerevel owns, directly
or indirectly, all of the issued and outstanding equity interests of Cerevel and its subsidiaries and the Cerevel equityholders hold a portion of the New
Cerevel Common Stock.
As a result of the Business Combination Agreement, Cerevel equityholders received an aggregate number of shares of New Cerevel Common Stock
equal to (i) $780.0 million plus $20.0 million, which reflects the aggregate exercise price of all vested options of Cerevel at the consummation of the
Business Combination, divided by (ii) $10.00. In connection with the closing of the Business Combination, certain investors have agreed to subscribe
for and purchase an aggregate of $320.0 million of common stock of New Cerevel.
The following summarizes the number of New Cerevel Common Stock outstanding after giving effect to the Business Combination and the PIPE
Financing, excluding purchases by Bain Investor, Pfizer or Perceptive PIPE Investor of ARYA shares on the open market and the potential dilutive effect
of the exercise or vesting of warrants, stock options and unvested restricted stock units:
Bain Investor
Pfizer
ARYA public shareholders
Perceptive PIPE Investor and ARYA initial shareholders
Other PIPE Investors
Other Cerevel Stockholders
Total

Shares

59,961,943
27,349,211
14,704,950
7,236,500
17,800,000
71,350
127,123,954

%

47.17%
21.51%
11.57%
5.69%
14.00%
0.06%
100%

Note 2—Basis of Presentation
The historical financial information of ARYA and Cerevel has been adjusted in the unaudited pro forma condensed combined financial information to
give effect to events that are (1) directly attributable to the Business Combination and the PIPE Financing, (2) factually supportable, and (3) with respect
to the statements of operations, expected to have a continuing impact on the combined results. The pro forma adjustments are prepared to illustrate the
estimated effect of the Business Combination and the PIPE Financing and certain other adjustments.
The Business Combination will be accounted for as a reverse recapitalization because Cerevel has been determined to be the accounting acquirer under
Financial Accounting Standards Board’s Accounting Standards Codification Topic 805, Business Combinations (“ASC 805”). The determination is
primarily based on the evaluation of the following facts and circumstances:
•

The pre-combination equityholders of Cerevel will hold the majority of voting rights in New Cerevel;

•

The pre-combination equityholders of Cerevel will have the right to appoint the majority of the directors on the New Cerevel Board;

•

Senior management of Cerevel will comprise the senior management of New Cerevel; and

•

Operations of Cerevel will comprise the ongoing operations of New Cerevel.

Under the reverse recapitalization model, the Business Combination will be treated as Cerevel issuing equity for the net assets of ARYA, with no
goodwill or intangible assets recorded.
If the actual facts are different than these assumptions, then the amounts and shares outstanding in the unaudited pro forma condensed combined
financial information will be different.
Cerevel modified its existing equity awards such that there will be a change of the probable performance condition at the consummation of the Business
Combination. No pro forma adjustments were recorded for the incremental stock compensation expense as the adjustments were immaterial.
The unaudited pro forma condensed combined financial information does not reflect the income tax effects of the pro forma adjustments as any change
in the deferred tax balance would be offset by an increase in the valuation allowance given that Cerevel incurred significant losses during the historical
periods presented.
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Note 3—Pro Forma Adjustments
Adjustments to the Unaudited Pro Forma Condensed Combined Balance Sheet as of September 30, 2020
The pro forma adjustments included in the unaudited pro forma condensed combined balance sheet as of September 30, 2020 are as follows:
a)

Cash. Represents the impact of the Business Combination and PIPE Financing on the cash balance of New Cerevel.

The table below represents the sources and uses of funds as it relates to the Business Combination:
(in thousands)
ARYA cash held in Trust Account
PIPE—Perceptive Shareholders
PIPE—Bain Investor
PIPE—Pfizer
Other PIPE Investors
Payment to redeeming ARYA Shareholders
Payment of deferred underwriting commissions
Payment of ARYA accrued transaction costs
Payment of ARYA incremental transaction costs
Payment of remaining management fees
Payment of Cerevel accrued transaction costs
Payment of Cerevel incremental transaction costs
Excess cash to balance sheet from Business Combination
(1)
(2)
(3)
(4)
(5)
(6)
(7)

Note

(1)
(2)
(2)
(2)
(2)
(3)
(4)
(5)
(5)
(6)
(7)
(7)

$149,571
30,000
75,000
12,000
178,000
(2,452)
(5,233)
(2,697)
(5,441)
(2,984)
(2,538)
(8,726)
$414,500

Represents the amount of the restricted investments and cash held in the trust account upon consummation of the Business Combination at
Closing.
Represents the issuance, in a private placement consummated concurrently with the Closing, to PIPE Investors of 29,500,000 shares of New
Cerevel Common Stock at a stock price of $10 per share. The 29,500,000 shares exclude 2,500,000 shares issued in connection with a
$25,000,000 pre-funding by Bain Investor pursuant to its Subscription Agreement at a price of $10.00 per share on July 8, 2020.
Represents the amount paid to ARYA shareholders who exercised their redemption rights.
Represents payment of deferred IPO underwriting commissions by ARYA (see Note 3(b)(1)).
Represents payment of ARYA accrued and incremental transaction costs related to the Business Combination (see Note 3(b)(2) and 3(b)(3)).
Represents payment of remaining management fees under the Management Agreement (see Note 3(b)(4)).
Represents payment of Cerevel accrued and incremental transaction costs related to the Business Combination (see Note 3(b)(5) and 3(b)(6)).
b)

Business Combination costs.
(1)

Payment of deferred IPO underwriting commissions incurred by ARYA in the amount of $5.2 million (see Note 3(a)(4)). The
unaudited pro forma condensed combined balance sheet reflects payment of these costs as a reduction of cash, with a corresponding
decrease in deferred underwriting commission liability.

(2)

Payment of ARYA accrued transaction costs related to the Business Combination in the amount of $2.7 million (see Note 3(a)(5)).
The unaudited pro forma condensed combined balance sheet reflects these costs as a reduction of cash, with corresponding decreases
in accounts payable and accrued expenses and other current liabilities.

(3)

Payment of ARYA incremental expenses related to the Business Combination incurred through the Business Combination in the
amount in the amount of $5.4 million (see Note 3(a)(5)). The unaudited pro forma condensed combined balance sheet reflects these
costs as a reduction of cash, with a corresponding decrease in additional paid-in capital (see Note 3(f)).

(4)

Payment of remaining management fees pursuant to the Management Agreement in the amount of $3.0 million (see Note 3(a)(6)).
The unaudited pro forma condensed combined balance sheet reflects these costs as a reduction of cash, with a corresponding
increase in accumulated deficit (see Note 3(f)).
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(5)

Payment of Cerevel accrued transaction costs related to the Business Combination in the amount of $2.5 million (see Note 3(a)(7)).
The unaudited pro forma condensed combined balance sheet reflects these costs as a reduction of cash, with a corresponding
decrease in accrued expenses and other current liabilities.

(6)

Payment of Cerevel incremental expenses related to the Business Combination incurred through the Business Combination in the
amount of $8.7 million (see Note 3(a)(7)). The unaudited pro forma condensed combined balance sheet reflects these costs as a
reduction of cash, with a corresponding decrease in additional paid-in capital (see Note 3(f)).

c)

Trust Account. Represents release of the restricted investments and cash held in the ARYA trust account upon consummation of the
Business Combination (See Note 3(a)(1)).

d)

Capitalization of Cerevel transaction costs. Reflects recognition of capitalized Cerevel’s transaction expenses related to the Business
Combination of $5.1 million as a reduction to equity proceeds. The unaudited pro forma condensed combined balance sheet reflects this
adjustment as a reduction of other long-term assets, with a corresponding decrease in additional paid-in capital (see Note 3(f)).

e)

Stock Purchase Agreement and Share Purchase Option. Reflects elimination of the fair value of the remaining Equity Commitment
liability of $7.8 million and elimination of the fair value of the Share Purchase Option of $0.9 million. The unaudited pro forma condensed
combined balance sheet reflects this adjustment as a reduction of other long-term liabilities, with a corresponding increase in additional
paid-in capital (see Note 3(f)).

f)

Impact on equity. The following table represents the impact of the Business Combination and PIPE Financing on the number of shares of
Class A ordinary shares and represents the total equity:

(in thousands, except share amounts)

Pre Business Combination—ARYA shareholders
Pre Business Combination—Perceptive PIPE Investor
and ARYA initial shareholders
Pre Business Combination—Cerevel
Reclassification of redeemable shares to Class A
common shares
Less: Redemption of redeemable shares
Bain Investor
Pfizer
Perceptive PIPE Investor and ARYA initial shareholders
Other PIPE Investors
Other Cerevel Stockholders
Balances after share transactions of New Cerevel
ARYA incremental transaction costs
Cerevel incremental transaction costs
Payment of remaining management fees
Capitalized transaction costs of Cerevel
Elimination of historical accumulated deficit of ARYA
Elimination of historical stock of Cerevel
Elimination of Equity Commitment
Elimination of Share Purchase Option
Post-Business Combination

Common Shares
Number of Shares
Par Value
Class A
Class B
Class A
Class B
Stock
Stock
Stock
Stock

1,190,971

3,737,500

499,000
—
13,759,029
(245,050)
59,961,943
27,349,211
6,737,500
17,800,000
71,350
127,123,954
—
—
—
—
—
—
—
—
127,123,954

—
—
—
—
—
—
(3,737,500)
—
—
—
—
—
—
—
—
—
—
—
—
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$ —

$ —

—
—

—
—

1
—
6
3
1
2
—
13
—
—
—
—
—
—
—
—
$ 13

—
—
—
—
—
—
—
—
—
—
—
—
—
—
—
—
$ —

Cerevel’s
Stock

$

—
—
276,408

—
—
—
—
—
—
—
276,408
—
—
—
—
—
(276,408)
—
—
$
—

Additional
paid-in
capital

Accumulated
deficit

$

$

8,124
—
86,108

137,589
(2,452)
74,994
11,997
29,999
177,998
—
524,357
(5,441)
(8,726)
—
(5,052)
(3,124)
276,408
7,770
930
$787,122

(3,124)
—
(363,263)

—
—
—
—
—
—
—
(366,387)
—
—
(2,984)
—
3,124
—
—
—
$ (366,247)

Adjustments to the Unaudited Pro Forma Condensed Combined Statements of Operations for the Nine Months Ended September 30, 2020 and Year
Ended December 31, 2019
The pro forma adjustments included in the unaudited pro forma condensed combined statement of operations for the nine months ended
September 30, 2020 and for the year ended December 31, 2019 are as follows:
g)

Equity awards expenses. Reflects compensation expenses related to equity awards granted to certain employees of Cerevel in connection
with the Business Combination of $1.6 million and $2.1 million for nine months ended September 30, 2020 and year ended December 31,
2019, respectively.

h)

Exclusion of management fees. Reflects adjustments made to eliminate historical management fees of Cerevel under the Management
Agreement of $0.8 million and $1.0 million for nine months ended September 30, 2020 and year ended December 31, 2019, respectively,
which Cerevel will not be incurring post-Business Combination.

i)

Exclusion of ARYA transaction costs. Reflects adjustment made to eliminate ARYA transaction costs related to the Business Combination
in amount of the $2.7 million.

j)

Exclusion of costs related to previously planned IPO of Cerevel. Reflects adjustment made to exclude the costs related to previously
planned IPO of Cerevel in the amount of $2.5 million.

k)

Exclusion of loss on marketable securities, dividends and interest held in Trust Account. Reflects exclusions of loss on marketable
securities, dividends and interest held in trust account.

l)

Stock Purchase Agreement and Share Purchase Option. Reflects (1) elimination of historical loss on the change in fair value measurement
of the Equity Commitment of $11.3 million and $51.5 million for nine months ended September 30, 2020 and year ended December 31,
2019, respectively, and (2) elimination of historical loss on the change in fair value measurement of the Share Purchase Option of
$0.7 million and gain of $5.1 million for nine months ended September 30, 2020 and year ended December 31, 2019, respectively.

m)

Net loss per share. Represents pro forma net loss per share based on pro forma net loss and 127,123,954 total shares outstanding upon
consummation of the Business Combination and PIPE Financing. For each period presented, there is no difference between basic and
diluted pro forma net loss per share as the inclusion of all potential shares of common stock of New Cerevel outstanding would have been
anti-dilutive.
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Exhibit 99.2
CEREVEL’S MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS
You should read the following discussion and analysis of Cerevel’s financial condition and results of operations together with the section entitled
“Selected Historical Financial Information of Cerevel” and Cerevel’s audited consolidated financial statements and notes thereto and unaudited
condensed consolidated financial statements and notes thereto included elsewhere in this Form 8-K/A. Certain of the information contained in this
discussion and analysis or set forth elsewhere in this Form 8-K/A, including information with respect to plans and strategy for Cerevel’s business,
includes forward-looking statements that involve risks and uncertainties. As a result of many factors, including those factors set forth in the section
entitled “Risk Factors,” Cerevel’s actual results could differ materially from the results described in or implied by the forward-looking statements
contained in the following discussion and analysis. You should carefully read the section entitled “Risk Factors” to gain an understanding of the
important factors that could cause actual results to differ materially from Cerevel’s forward-looking statements. Please also see the section entitled
“Cautionary Note Regarding Forward-Looking Statements.”
Unless otherwise indicated or the context otherwise requires, references in this Cerevel’s Management’s Discussion and Analysis of Financial
Condition and Results of Operations section to “Cerevel,” “we,” “us,” “our” and other similar terms refer to Cerevel and its subsidiaries prior to the
Business Combination and to New Cerevel and its consolidated subsidiaries after giving effect to the Business Combination.
Overview
Introduction
We are a clinical-stage biopharmaceutical company that combines a deep understanding of disease-related biology and neurocircuitry of the brain
with advanced chemistry and central nervous system, or CNS, target receptor selective pharmacology to discover and design new therapies. We seek to
transform the lives of patients through the development of new therapies for neuroscience diseases, including schizophrenia, epilepsy and Parkinson’s
disease. Our “ready-made” pipeline of 11 small molecule programs, which includes five clinical-stage product candidates, was developed through over
twenty years of research and investment by Pfizer and is supported by an initial capital commitment from an affiliate of Bain Capital and a keystone
equity position from Pfizer. We are rapidly advancing our broad and diverse pipeline with at least eight clinical trials underway or expected to start by
the end of 2021. We have built a highly experienced team of senior leaders and neuroscience drug developers who combine a nimble, results-driven
biotech mindset with the proven expertise of large pharmaceutical company experience and capabilities in drug discovery and development.
We were incorporated on July 23, 2018, which we refer to as Inception, under the name Perception Holdco, Inc. and we subsequently changed our
name to Cerevel Therapeutics, Inc. on October 23, 2018. Our principal operations commenced on September 24, 2018, which we refer to as the
Transaction Date, when we acquired licensed technology to a portfolio of pre-commercial neuroscience assets from Pfizer in exchange for the issuance
of Series A-2 Preferred Stock and obtained a $350.0 million equity commitment, or the Equity Commitment, from Bain Investor, an affiliate of Bain
Capital, to develop the in-licensed assets in exchange for the issuance of Series A-1 Preferred Stock and Series A Common Stock, which we refer to
collectively as the Transaction. Bain Investor also received the option to purchase up to an additional 10.0 million shares at $10.00 per share, subject to
Pfizer’s participation rights, or the Share Purchase Option.
On the Transaction Date, we received an initial investment of $115.0 million in equity funding from Bain Investor to begin operations. During
2019 we received an additional investment of $60.1 million in equity funding from Bain Investor. Bain Investor contributed an additional $25.0 million
in July 2020. As a result of these transactions, the remaining Equity Commitment as September 30, 2020, was $149.9 million.
Since our Inception, we have incurred significant operating losses and our operations have been limited to organizing and staffing our company,
business planning, raising capital and performing research and development activities. To date, we have funded our operations primarily with the net
proceeds received from the issuance of our Series A-1 Preferred Stock and Series A Common Stock to Bain Investor under the Stock Purchase
Agreement. Our net losses totaled $115.9 million for the period from Inception to December 31, 2018, $128.4 million for the year ended December 31,
2019, and $39.0 million and $119.0 million for the three and nine months ended September 30, 2020, respectively. We had an accumulated deficit of
$244.3 million and $363.3 million as of December 31, 2019 and September 30, 2020, respectively.
ARYA Business Combination
On October 27, 2020, we completed a business combination transaction between us and ARYA Sciences Acquisition Corp II (ARYA) pursuant to
the business combination agreement dated July 29, 2020, as amended on October 2, 2020. Upon closing of the business combination transaction, the
combined company was renamed Cerevel Therapeutics Holdings, Inc. (New Cerevel), the company became a wholly owned subsidiary of New Cerevel
and the Stock Purchase Agreement, the Equity Commitment and the Share
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Purchase Option were terminated. Pursuant to the terms of the business combination agreement, the shareholders of the company exchanged their
interests in the company for shares of common stock of New Cerevel. Net proceeds from this transaction totaled approximately $439.5 million, which
included funds held in ARYA’s trust account and the completion of a concurrent private investment in public equity (PIPE) financing inclusive of the
$25.0 million received from Bain Investor in July 2020. New Cerevel will continue to operate under the Cerevel management team, led by chairperson
and chief executive officer Tony Coles, M.D.
For additional information on our business combination with ARYA, please read Note 17, Subsequent Events, to Cerevel’s unaudited condensed
consolidated financial statements included elsewhere in this Form 8-K/A.
Business Environment
The biopharmaceutical industry is extremely competitive. We are subject to risks and uncertainties common to any early-stage biopharmaceutical
company. These risks include, but are not limited to, the introduction of new products, therapies, standards of care or technological innovations, our
ability to obtain and maintain adequate protection for our licensed technology, data or other intellectual property and proprietary rights and compliance
with extensive government regulation and oversight. See the section entitled “Risk Factors” for more information. We are also dependent upon the
services of key personnel, including our Chief Executive Officer, executive team and other highly skilled employees. Demand for experienced personnel
in the pharmaceutical and biotechnology industries is high and competition for talent is intense.
We face potential competition from many different sources, including pharmaceutical and biotechnology companies, academic institutions and
governmental agencies as well as public and private research institutions. Many of our competitors are working to develop or have commercialized
products similar to those we are developing and have considerable experience in undertaking clinical trials and in obtaining regulatory approval to
market pharmaceutical products. Our competitors may also have significantly greater financial resources, established presence in the market, expertise
in research and development, manufacturing, preclinical and clinical testing, obtaining regulatory approvals and reimbursement and marketing approved
products. Smaller or early-stage companies may also prove to be significant competitors, particularly through collaborative arrangements with large and
established companies. These third parties also compete with us in recruiting and retaining qualified scientific and management personnel, establishing
clinical trial sites and patient registration for clinical trials, as well as in acquiring technologies complementary to, or necessary for, our programs.
Risks & Liquidity
Product development is very expensive and involves a high degree of risk. Only a small number of research and development programs result in
the commercialization of a product. We will not generate revenue from product sales unless and until we successfully complete clinical development, are
able to obtain regulatory approval for and successfully commercialize the product candidates we are developing or may develop. We currently do not
have any product candidates approved for commercial sale. In addition, we operate in an environment of rapid change in technology. In addition, we are
dependent upon the services of our employees, consultants, third-party contract research organizations (CROs), clinical manufacturing organizations
(CMOs) and other third-party organizations.
Our product candidates, currently under development or that we may develop, will require significant additional research and development efforts,
including extensive clinical testing and regulatory approval prior to commercialization. These efforts require significant amounts of additional capital,
adequate personnel infrastructure and extensive compliance and reporting capabilities. There can be no assurance that our research and development
activities will be successfully completed, that adequate protection for our licensed or developed technology will be obtained and maintained, that
products developed will obtain necessary regulatory approval or that any approved products will be commercially viable.
If we obtain regulatory approval for one or more of our product candidates, we expect to incur significant expenses related to developing our
commercialization capabilities to support product sales, marketing and distribution activities, either alone or in collaboration with others. Further,
following the completion of the business combination transaction, as discussed further below, we expect to incur additional costs associated with
operating as a public company.
Until such time, if ever, as we can generate substantial product revenue, we will need substantial additional funding to support our continuing
operations and pursue our growth strategy, and we may finance our operations through a combination of additional private or public equity offerings,
debt financings, collaborations, strategic alliances, marketing, distribution or licensing arrangements with third parties or through other sources of
financing. To the extent that we raise additional capital through the sale of private or public equity or convertible debt securities, your ownership interest
will be diluted, and the terms of these securities may include liquidation or other preferences that adversely affect your rights as a common stockholder.
Debt financing and preferred equity financing, if available, may involve agreements that include covenants limiting or restricting our ability to take
specific actions, such as incurring additional debt, making acquisitions or capital expenditures or declaring dividends. If we raise additional funds
through collaborations, strategic alliances or marketing, distribution or licensing arrangements with third parties, we may have to relinquish valuable
rights to our technologies, future revenue streams, research programs or drug candidates, or grant licenses on terms that may not be favorable to us. If
we are unable to raise additional funds through equity or debt financings or other arrangements when needed,
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we may be required to delay, limit, reduce or terminate our research, product development or future commercialization efforts, grant rights to develop
and market product candidates that we would otherwise prefer to develop and market ourselves, obtain funds through arrangement with collaborators on
terms unfavorable to us or pursue merger or acquisition strategies, all of which could adversely affect the holdings or the rights of our stockholders.
We have incurred significant operating losses since our Inception and, as of September 30, 2020, had an accumulated deficit of $363.3 million and
had not yet generated revenues. In addition, we expect to continue to incur significant and increasing expenses and operating losses for the foreseeable
future. We believe that our cash resources, inclusive of the funds received upon the closing of our business combination transaction with ARYA and the
completion of a concurrent PIPE financing, will enable us to fund our operating expenses and capital expenditure requirements into 2023. For additional
information on our business combination with ARYA, please read Note 17, Subsequent Events, to these condensed consolidated financial statements
included elsewhere in this Form 8-K/A.
We anticipate that our expenses will increase significantly in connection with our ongoing activities, as we:
•

advance our clinical-stage product candidates CVL-231, CVL-865, tavapadon, CVL-871 and CVL-936 through clinical development,
including as we initiate our registration-directed Phase 3 program for our most advanced product candidate, tavapadon;

•

advance our preclinical stage product candidates into clinical development;

•

seek to identify, acquire and develop additional product candidates, including through business development efforts to invest in or
in-license other technologies or product candidates;

•

hire additional clinical, quality control, medical, scientific and other technical personnel to support our clinical operations;

•

expand our operational, financial and management systems and increase personnel to support our operations;

•

meet the requirements and demands of being a public company;

•

maintain, expand and protect our intellectual property portfolio;

•

make milestone, royalty or other payments due under the Pfizer License Agreement and any future in-license or collaboration agreements;

•

seek regulatory approvals for any product candidates that successfully complete clinical trials; and

•

undertake any pre-commercialization activities to establish sales, marketing and distribution capabilities for any product candidates for
which we may receive regulatory approval in regions where we choose to commercialize our products on our own or jointly with third
parties.

Impact of the COVID-19 Pandemic
In March 2020 the World Health Organization declared the outbreak of a novel coronavirus (COVID-19) a pandemic. The COVID-19 pandemic is
evolving, and to date has led to the implementation of various responses, including government-imposed quarantines, travel restrictions and other public
health safety measures.
We are closely monitoring the impact of the pandemic of COVID-19 on all aspects of our business, including how it will impact our operations
and the operations of our customers, suppliers, vendors and business partners. We do not yet know the full extent of potential delays or impacts on our
business, our clinical trials, our research programs, healthcare systems or the global economy and we cannot presently predict the scope and severity of
any potential business shutdowns or disruptions. The extent to which COVID-19 ultimately impacts our business, results of operation and financial
condition will depend on future developments, which are highly uncertain and cannot be predicted with confidence, such as the duration of the outbreak,
new information that may emerge concerning the severity of COVID-19 or the effectiveness of actions to contain COVID-19 or treat its impact, among
others. If we or any of the third parties with whom we engage, however, were to experience shutdowns or other business disruptions, our ability to
conduct our business in the manner and on the timelines presently planned could be materially and negatively affected, which could have a material
adverse impact on our business, results of operation and financial condition. The estimates of the impact on the company’s business may change based
on new information that may emerge concerning COVID-19 and the actions to contain it or treat its impact and the economic impact on local, regional,
national and international markets.
We have not incurred any significant impairment losses in the carrying values of our assets as a result of the pandemic and we are not aware of
any specific related event or circumstance that would require us to revise our estimates reflected in our audited consolidated financial statements and
unaudited condensed consolidated financial statements.
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Our Agreements with Licensors and Stockholders
Pfizer License Agreement
In August 2018 we entered into the Pfizer License Agreement pursuant to which we were granted an exclusive, sublicensable, worldwide license
under certain Pfizer patent rights, and a non-exclusive, sublicensable, worldwide license under certain Pfizer know-how to develop, manufacture and
commercialize certain compounds and products, which currently constitute the entirety of our asset portfolio, in the field of treatment, prevention,
diagnosis, control and maintenance of all diseases and disorders in humans, subject to the terms and conditions of the Pfizer License Agreement.
Additionally, Pfizer has an exclusive right of first negotiation in the event that we seek to enter into any significant transaction with a third party with
respect to a product either globally or in certain designated countries. Significant transactions include exclusive licenses, assignments, sales, exclusive
co-promotion arrangements, and other transfers of all commercial rights to a product globally or in certain designated countries, as well as exclusive
distribution agreements globally or in certain designated countries.
Under the Pfizer License Agreement, we are solely responsible for the development, manufacture, regulatory approval and commercialization of
compounds and products in the field. We are also required to use commercially reasonable efforts to develop and seek regulatory approval for a product
that contains or incorporates one of certain scheduled compounds to exert a therapeutic effect on certain targets in each of the following countries:
United Kingdom, Germany, France, Italy, Spain, China, Japan and the United States, each a major market country. We are also required to use
commercially reasonable efforts to commercialize each such product, if approved, in each major market country in which regulatory approval for such
product has been obtained. The Pfizer License Agreement requires Pfizer to transfer certain know-how and data, regulatory filings and materials,
inventory, and other materials, records and documents, and provide certain other transitional support and assistance which has been and is expected to be
immaterial, to us to facilitate our development, manufacture and commercialization of compounds and products in the field.
As partial consideration for the licensed assets, we issued Pfizer 3,833,333.33 shares of our Series A-2 Preferred Stock with an estimated fair
value of $100.4 million, or $26.20 per share. We also reimbursed Pfizer for $11.0 million of direct expenses related to the Pfizer License Agreement,
bringing the total consideration to $111.4 million.
Under the terms of the Pfizer License Agreement, we are also required to make regulatory approval milestone payments to Pfizer, ranging from
$7.5 million to $40.0 million on a compound-by-compound basis, upon the first regulatory approval in the United States for the first product containing
or comprised of a given compound, with the amount of the payments determined by which designated group the compound falls into and with each such
group generally characterized by the compounds’ stage of development. Each such regulatory approval milestone is payable only once per compound. If
all of our product candidates included in the table in the section entitled “Business Summary—Our Pipeline” are approved in the United States, the total
aggregate amount of such regulatory approval milestones payable to Pfizer would be approximately $220.0 million. To date, no regulatory approval
milestone payments were made or became due under this agreement.
In addition, we are required to pay Pfizer commercial milestone payments up to an aggregate of $170.0 million per product, when aggregate net
sales of products under the Pfizer License Agreement in a calendar year first reach various thresholds ranging from $500.0 million to $2.0 billion. Each
commercial milestone payment is payable only once upon first achievement of the applicable commercial milestone. If all of our product candidates
included in the table in the section entitled “Business Summary—Our Pipeline” achieves all of the commercial milestones, the total aggregate amount of
such commercial milestones payable to Pfizer would total approximately $1.7 billion. To date, no Pfizer commercial milestone payments were made or
became due under this agreement.
We are also required to pay Pfizer tiered royalties on the aggregate net sales during each calendar year, determined on a product-by-product basis,
with respect to products under the Pfizer License Agreement, at percentages ranging from the low-single to mid-teens, with the royalty rate determined
by which designated group the applicable compound for such product falls into and with each such group generally characterized by the compounds’
stage of development, and subject to certain royalty deductions for the expiration of patent, regulatory and data exclusivity, generic competition and
third-party royalty payments as set forth in the Pfizer License Agreement. The royalty term expires, on a product-by-product and country-by-country
basis, on the later of (1) expiration of all regulatory or data exclusivity for such product in such country, (2) the date upon which the manufacture, use,
sale, offer for sale or importation of such product in such country would no longer infringe, but for the license granted in the Pfizer License Agreement,
a valid claim of the licensed patents and (3) 12 years following the first commercial sale of such product in such country. To date, no royalty payments
were made or became due under this agreement.
Pfizer can terminate the Pfizer License Agreement in its entirety upon our material breach, subject to specified notice and cure provisions.
However, if such material breach is with respect to one or more, but not all, products, targets or countries, Pfizer’s right to terminate is only with respect
to such products, targets or countries. Either party may terminate the Pfizer License Agreement in its entirety upon event of a bankruptcy, insolvency or
other similar proceeding of the other party or a force majeure event that prohibits the other party from performing for a period of time. Absent early
termination, the term of the Pfizer License Agreement will continue on a country-by-country basis and product-by-product basis, until the expiration of
the royalty term for the country and the product. Upon Pfizer’s termination of the Pfizer License Agreement for our material breach or either party’s
termination for bankruptcy, insolvency or other similar proceeding or force majeure, we would grant Pfizer an exclusive, sublicensable, royalty-free,
worldwide, perpetual
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license under certain intellectual property we develop during the term of the Pfizer License Agreement. In addition, we would negotiate a transition plan
with Pfizer that would address, among other things, the transfer of know-how and data, regulatory approvals and filings and materials, inventory and
other materials, records and documents, and the provision of certain other transitional support and assistance for the terminated products, targets or
countries.
For additional information on our Pfizer License Agreement, please read Note 5, Pfizer License Agreement, to Cerevel’s audited consolidated
financial statements incorporated by reference in this Form 8-K/A and our unaudited condensed consolidated financial statements included elsewhere in
this Form 8-K/A.
Equity Commitment
In connection with the Transaction, we entered into a Stock Purchase Agreement with Pfizer and Bain Investor pursuant to which Bain Investor
contributed $115.0 million in exchange for 6,900,000 shares of Series A-1 Preferred Stock and 4,600,000 shares of Series A Common Stock.
Additionally, Bain Investor may, pursuant to conditions set forth in more detail below, purchase a combination of additional shares of Series A-1
Preferred Stock and Series A Common Stock at a price of $10.00 per share. The Stock Purchase Agreement, among other things, provides that if we
have not received $350.0 million in aggregate gross cash proceeds in exchange for equity interests, which such amount includes the proceeds received in
the initial financing and subsequent financings and is referred to as the Financing Threshold, by September 24, 2022, Bain Investor shall be required to
purchase that amount of shares of our common stock such that the Financing Threshold is met;
•

if any time, prior to the Financing Threshold having been met, our cash balance is equal to or less than $10.0 million, Bain Investor shall
be required to purchase an amount of additional shares of our Series A-1 Preferred Stock and Series A Common Stock that allows us to
maintain a reasonable level of cash to fund our operations in accordance with the previously agreed development plan for at least six
months; and

•

until the time the Financing Threshold is met, Bain Investor has the right to purchase up to that amount of shares of Series A-1 Preferred
Stock and Series A Common Stock at a purchase price of $10.00 per share that results in the Financing Threshold having been met.

In June 2019, pursuant to the Stock Purchase Agreement, Bain Investor contributed an additional $0.1 million in exchange for additional shares of
Series A-1 Preferred Stock and shares of Series A Common Stock. In December 2019, pursuant to the Stock Purchase Agreement, Bain Investor
contributed an additional $60.0 million in exchange for additional shares of Series A-1 Preferred Stock and shares of Series A Common Stock. In July
2020, pursuant to the Stock Purchase Agreement, Bain Investor contributed an additional $25.0 million in exchange for additional shares of Series A-1
Preferred Stock and shares of Series A Common Stock. As a result of these transactions, the remaining Equity Commitment as of September 30, 2020,
was $149.9 million. Upon closing of our business combination transaction with AYRA, the Equity Commitment was terminated.
For additional information on the Equity Commitment, please read Note 6, Equity Commitment and Share Purchase Option, to Cerevel’s audited
consolidated financial statements incorporated by reference in this Form 8-K/A and unaudited condensed consolidated financial statements included
elsewhere in this Form 8-K/A. For additional information on our business combination with ARYA, please read Note 17, Subsequent Events, to our
unaudited condensed consolidated financial statements included elsewhere in this Form 8-K/A.
Components of Operating Results
Revenues
We have not generated any revenues since our Inception and do not expect to generate any revenues from the sale of products in the near future, if
at all. If our development efforts for our current product candidates or additional product candidates that we may develop in the future are successful and
can be commercialized, we may generate revenue in the future from product sales. Additionally, we may enter into collaboration and license agreements
from time to time that provide for certain payments due to us. Accordingly, we may generate revenue from payments from such collaboration or license
agreements in the future.
Research and Development
We support our drug discovery and development efforts through the commitment of significant resources to our preclinical and clinical
development activities. Our research and development expense incurred to date primarily consists of a non-cash charge for acquired in-process research
and development expense that was recognized when we in-licensed our product candidates from Pfizer upon closing of the Transaction in September
2018, as these assets had not yet reached technological feasibility and had no alternative future use at the time of the Transaction, and costs incurred in
connection with our overall research and development activities, which include:
•

employee-related expenses, consisting of salaries, benefits and equity-based compensation for personnel engaged in our research and
development activities;
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•

expenses incurred in connection with the preclinical and clinical development of our product candidates, including costs incurred under
agreements with clinical research organizations, or CROs, investigative clinical trial sites and consultants and other third-party
organizations that conduct research and development activities on our behalf;

•

costs associated with preclinical studies and clinical trials, including research materials;

•

materials and supply costs associated with the manufacture of drug substance and drug product for preclinical testing and clinical trials;

•

costs related to regulatory compliance requirements; and

•

certain indirect costs incurred in support of overall research and development activities, including facilities, depreciation and technology
expenses.

We expense research and development expenses as incurred. Payments we make for research and development services prior to the services being
rendered are recorded as prepaid assets in our consolidated balance sheets and are expensed as the services are provided. We estimate and accrue the
value of goods and services received from CROs, CMOs and other third parties each reporting period based on estimates of the level of services
performed and progress in the period when we have not received an invoice from such organizations. When evaluating the adequacy of accrued
liabilities, we analyze progress of the studies or clinical trials, including the phase of completion of events, invoices received and contracted costs. We
reassess and adjust our accruals as actual costs become known or as additional information becomes available. Our historical accrued estimates have not
been materially different from actual costs.
Our external research and development expenses for our clinical stage product candidates are tracked on a program-by-program basis and consist
primarily of fees, reimbursed materials and other costs paid to consultants, contractors, CROs and CMOs. External research and developments costs that
directly support our discovery activities and preclinical programs are classified within other research and development programs. Program costs for the
periods presented do not reflect an allocation of expenses associated with personnel costs, equity-based compensation expense, activities that benefit
multiple programs or indirect costs incurred in support of overall research and development, such as technology and facilities-related costs.
We expect that our research and development expenses will increase substantially in connection with our planned preclinical and clinical
development activities both in the near-term and beyond as we continue to invest in activities to develop our product candidates and preclinical
programs and as certain product candidates advance into later stages of development. Product candidates in later stages of clinical development
generally have higher development costs than those in earlier stages of clinical development, primarily due to the increased size, scope and duration of
later-stage clinical trials. Furthermore, the process of conducting the necessary clinical trials to obtain regulatory approval is costly and time-consuming,
and the successful development of our product candidates is highly uncertain. As a result, we cannot accurately estimate or know the nature, timing and
costs that will be necessary to complete the preclinical and clinical development for any of our product candidates or when and to what extent we may
generate revenue from the commercialization and sale of any of our product candidates or achieve profitability.
The duration, costs and timing of clinical trials and development of our product candidates will depend on a variety of factors that include:
•

per patient trial costs;

•

the number of patients that participate in the trials;

•

the number of sites included in the trials;

•

the countries in which the trials are conducted;

•

the length of time required to enroll eligible patients;

•

the number of doses that patients receive;

•

the drop-out or discontinuation rates of patients;

•

potential additional safety monitoring or other studies requested by regulatory agencies;
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•

the duration of patient follow-up; and

•

the efficacy and safety profile of our product candidates.

Changes in any of these assumptions could significantly impact the cost and timing associated with the development of our product candidates.
Additionally, future competition and commercial and regulatory factors beyond our control may also impact our clinical development programs and
plans.
General and Administrative
We expense general and administrative costs as incurred. General and administrative expenses consist primarily of salaries, benefits, equity-based
compensation and outsourced labor for personnel in executive, finance, human resources, legal and other corporate administrative functions. General
and administrative expenses also include legal fees incurred relating to corporate and patent matters, professional fees incurred for accounting, auditing,
tax and administrative consulting services, insurance costs, facilities and depreciation expenses.
We estimate and accrue for services provided by third parties related to the above expenses by monitoring the status of services provided and
receiving estimates from our service providers. We reassess and adjust our accruals as actual costs become known or as additional information becomes
available.
We expect our general and administrative expenses will increase over the next several years as we increase our headcount to support the continued
development of our product candidates. We also anticipate that we will incur increased accounting, audit, legal, regulatory, compliance and director and
officer insurance costs as well as investor, public relations and other expenses associated with being a public company.
Interest Income, Net
Interest income, net primarily consists of interest earned on our cash, cash equivalents and restricted cash.
Other Income (Expense), Net
Other income (expense), net primarily consists of gains (losses) on the fair value remeasurement of the Equity Commitment and Bain Investor’s
option to purchase up to an additional $100.0 million of a combination of Series A-1 Preferred Stock and Series A Common Stock at $10.00 per share,
exercisable after the Financing Threshold has been met and which will be terminated upon the completion of the Business Combination, or the Share
Purchase Option. Other income (expense), net also includes amounts for other miscellaneous income and expense unrelated to our core operations.
The Equity Commitment and Share Purchase Option are free-standing financial instruments, which were recorded at their fair value on the
Transaction Date. We revalue these instruments each reporting period and record increases or decreases in their respective fair value as an adjustment to
other income (expense), net in our consolidated statements of operations and comprehensive loss. We will continue to adjust the fair value of these
financial instruments until the earlier of the termination, settlement or expiration of the Equity Commitment and Share Purchase Option.
Changes in the fair value of these financial instruments can result from changes to one or multiple inputs, including adjustments to the discount
rates and expected volatility and dividend yield as well as changes in the amount and timing of the anticipated future funding required in settlement of
the Equity Commitment and Share Purchase Option and the fair value of our preferred and common stock expected to be exchanged for that additional
funding. Discount rates in our valuation models represent a measure of the credit risk associated with settling the financial instruments. The expected
dividend yield is assumed to be zero as we have never paid dividends, nor do we have current plans to do so in the future. Significant judgment is
employed in determining the appropriateness of these assumptions as of the acquisition date and for each subsequent period.
Upon closing of our business combination transaction with ARYA, the Equity Commitment and Share Purchase Option were terminated.
Provision for Income Taxes
To date, we have not recorded any significant amounts related to income tax expense, we have not recognized any reserves related to uncertain tax
positions, nor have we recorded any income tax benefits for net operating losses incurred to date or for our research and development tax credits.
We account for income taxes using the asset and liability method, which requires the recognition of deferred tax assets and liabilities for the
expected future tax consequences of events that have been included in the consolidated financial statements or our tax returns. Deferred tax assets and
liabilities are determined based on difference between the financial statement carrying amounts and tax bases of existing assets and liabilities and for
loss and credit carryforwards, which are measured using the enacted tax rates and
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laws in effect in the years in which the differences are expected to reverse. The realization of our deferred tax assets is dependent upon the generation of
future taxable income, the amount and timing of which are uncertain. Valuation allowances are provided, if, based upon the weight of available
evidence, it is more likely than not that some or all of the deferred tax assets will not be realized. As of December 31, 2019 and September 30, 2020, we
continue to maintain a full valuation allowance against all of our deferred tax assets based on our evaluation of all available evidence.
We file income tax returns in the U.S. federal tax jurisdiction and state jurisdictions and may become subject to income tax audit and adjustments
by related tax authorities. Our initial tax return period for U.S. federal income taxes was the 2018 period and we currently remain open to examination
under the statute of limitations by the Internal Revenue Service and state jurisdictions for this period. We record reserves for potential tax payments to
various tax authorities related to uncertain tax positions. The nature of uncertain tax positions is subject to significant judgment by management and
subject to change, which may be substantial. These reserves are based on a determination of whether and how much a tax benefit taken by us in our tax
filings or positions is more likely than not to be realized following the resolution of any potential contingencies related to the tax benefit. We develop
our assessment of uncertain tax positions, and the associated cumulative probabilities, using internal expertise and assistance from third-party experts.
As additional information becomes available, estimates are revised and refined. Differences between estimates and final settlement may occur resulting
in additional tax expense. Potential interest and penalties associated with such uncertain tax positions is recorded as a component of our provision for
income taxes. To date, no amounts are being presented as an uncertain tax position.
Results of Operations
The following table summarizes our results of operations for the three and nine months ended September 30, 2019 and September 30, 2020:
Three months ended
September 30,
2019
2020

(In thousands)

Operating expenses:
Research and development
General and administrative
Total operating expenses
Loss from operations
Interest income, net
Other income (expense), net
Loss before income taxes
Income tax (provision) benefit, net
Net loss
**

$ 17,342
9,643
26,985
(26,985)
368
(8,980)
(35,597)
—
$(35,597)

Percentage not meaningful.
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$ 24,026
10,336
34,362
(34,362)
1
(4,684)
(39,045)
5
$(39,040)

Change

39%
7%
27%
27%
(100%)
(48%)
10%
**
10%

Nine months ended
September 30,
2019
2020

$ 28,326
18,740
47,066
(47,066)
1,360
(26,423)
(72,129)
—
$(72,129)

$ 73,168
34,052
107,220
(107,220)
210
(11,976)
(118,986)
21
$(118,965)

Change

158%
82%
128%
128%
(85%)
(55%)
65%
**
65%

Research and Development
The following table summarizes the components of research and development expense for the three and nine months ended September 30, 2019
and September 30, 2020:
Three months ended
September 30,
2019
2020

(In thousands)

Tavapadon
CVL-865
CVL-231
CVL-936
CVL-871
Other research and development programs
Unallocated
Personnel costs
Equity-based compensation
Total research and development

$ 7,088
2,877
1,405
32
0
149
1,041
3,871
879
$17,342

Change

$ 7,603
2,553
3,030
439
201
1,529
1,577
6,035
1,059
$24,026

7%
(11%)
116%
1272%
**
926%
51%
56%
20%
39%

Nine months ended
September 30,
2019
2020

$ 8,839
4,582
1,741
658
—
239
2,363
8,374
1,530
$28,326

$22,376
7,653
9,925
2,110
689
4,616
6,056
16,860
2,883
$73,168

Change

153%
67%
470%
221%
**
1,831%
156%
101%
88%
158%

For the three and nine months ended September 30, 2020, compared to the same period in the prior year, the increase in research and development
expense was primarily due to higher program costs associated with activities related to advancing our pipeline and increased personnel costs and equitybased compensation costs, as well as an increase in unallocated costs incurred in connection with our overall research and development activities as we
grew our organization. The increase in unallocated costs is primarily related to an increase in professional services and other costs reflecting our
increased investment in technology, higher research and development related consulting fees and an allocation of facilities and other overhead costs.
General and Administrative
Three months ended
September 30,
2019
2020

(In thousands)

General and administrative

$9,643

$ 10,336

Change

7%

Nine months ended
September 30,
2019
2020

$18,740

$34,052

Change

82%

For the three and nine months ended September 30, 2020, compared to same period in the prior year, the increase in general and administrative
expense was primarily due to increased personnel costs due to the hiring and recruitment of administrative personnel supporting our organizational
growth and higher equity-based compensation associated with awards of stock options under our equity-based compensation program for our
employees. The increase in general and administrative expense for the nine month comparative periods also reflects higher facility-related costs
associated with our move into our current Boston, Massachusetts location in the second quarter of 2019 and the commencement of our lease for our
future headquarters in Cambridge, Massachusetts. General and administrative expense for the nine months ended September 30, 2020, also includes the
write-off of approximately $2.5 million of deferred financing costs directly associated with our IPO and other financing activities that were abandoned
in June 2020 upon signing of the term sheet for our business combination transaction with ARYA.
Interest income, net
Three months ended
September 30,
2019
2020

(In thousands)

Interest income, net

$

368

$

1

Change

(100%)

Nine months ended
September 30,
2019
2020

$ 1,360

$ 210

Change

(85%)

Interest income, net primarily consists of interest earned on our cash, cash equivalents and restricted cash. For the three and nine months ended
September 30, 2020, compared to same period in the prior year, the decrease in interest income, net, reflects interest earned on lower comparative cash,
cash equivalents and restricted cash balances.
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Other Income (Expense), Net
The following table summarizes the components of other income (expense), net for the three and nine months ended September 30, 2019 and
September 30, 2020:
Three months ended
September 30,
2019
2020

(In thousands)

(Loss) gain on fair value remeasurement of Equity Commitment
(Loss) gain on fair value remeasurement of Share Purchase Option
Other, net
Other income (expense), net

$(11,880)
$ 2,900
—
$ (8,980)

$(4,650)
$ (30)
(4)
$(4,684)

Change

(61%)
(101%)
**
(48%)

Nine months ended
September 30,
2019
2020

$(30,202)
3,780
(1)
$(26,423)

$(11,300)
(670)
(6)
$(11,976)

Change

(63%)
(118%)
500%
(55%)

For the three and nine months ended September 30, 2020, compared to the same period in the prior year, the changes in other income (expense),
net, primarily reflect changes in the fair value measurements of the Equity Commitment and the Share Purchase Option resulting from changes in the
amount and timing of the anticipated future funding required in settlement of the Equity Commitment and Share Purchase Option, as well as increases in
the fair value of our preferred and common stock expected to be exchanged for that additional funding.
Liquidity and Capital Resources
Sources of Liquidity and Capital
Since Inception, we have funded our operations primarily with the net proceeds received from the issuance of our Series A-1 Preferred Stock and
Series A Common Stock to Bain Investor under the Stock Purchase Agreement. Under the Stock Purchase Agreement, if the Financing Threshold is not
met by September 24, 2022, Bain Investor shall be required to purchase that number of shares of our Series A-1 Preferred Stock and Series A Common
Stock such that the Financing Threshold is met, providing us with additional funding. See the section entitled “Certain Relationships and Related Party
Transactions—Cerevel—Stock Purchase Agreement” for additional information. As of September 30, 2020, we have received $200.1 million of
aggregate cash proceeds in exchange for equity interests that count towards meeting the Financing Threshold. As a result of the receipt of the aggregate
net cash proceeds received in the Business Combination and PIPE Financing, the Financing Threshold was met.
For additional information on the Equity Commitment, please read Note 6, Equity Commitment and Share Purchase Option, to Cerevel’s audited
consolidated financial statements incorporated by reference in this Form 8-K/A and unaudited condensed consolidated financial statements included
elsewhere in this Form 8-K/A. For additional information on our business combination with ARYA, please read Note 17, Subsequent Events, to our
unaudited condensed consolidated financial statements included elsewhere in this Form 8-K/A.
Cash and cash equivalents totaled $12.8 million as of September 30, 2020. We have incurred operating losses and experienced negative operating
cash flows since Inception and we anticipate that we will continue to incur losses for at least the foreseeable future. Our net losses totaled $72.1 million
and $119.0 million for the nine months ended September 30, 2019 and September 30, 2020, respectively. As of September 30, 2020, we had an
accumulated deficit of $363.3 million and had not yet generated revenues.
Until required for use in our business, we typically invest our cash in investments that are highly liquid, readily convertible to cash with original
maturities of 90 days or less at the date of purchase. We attempt to minimize the risks related to our cash and cash equivalents by maintaining balances
in accounts only with accredited financial institutions and, consequently, we do not believe we are subject to unusual credit risk beyond the normal
credit risk associated with ordinary commercial banking relationships.
Future Funding Requirements
Our primary use of cash is to fund operating expenses, primarily related to our research and development activities. Cash used to fund operating
expenses is impacted by the timing of when we pay these expenses, as reflected in the change in our outstanding accounts payable, accrued expenses
and prepaid expenses.
We expect to continue to incur significant and increasing expenses and operating losses for the foreseeable future. We will require additional
capital to meet operational needs and capital requirements for clinical trials, other research and development expenditures, and business development
activities. Because of the numerous risks and uncertainties associated with the development and commercialization of our product candidates, we are
unable to estimate the amounts of increased capital outlays and operating expenditures associated with our current and anticipated clinical trials and
preclinical studies.
10

Our future funding requirements will depend on many factors, including:
•

the scope, progress, results and costs of researching and developing our current product candidates, as well as other additional product
candidates we may develop and pursue in the future;

•

the timing of, and the costs involved in, obtaining marketing approvals for our product candidates and any other additional product
candidates we may develop and pursue in the future;

•

the number of future product candidates that we may pursue and their development requirements;

•

subject to receipt of regulatory approval, the costs of commercialization activities for our product candidates, to the extent such costs are not
the responsibility of any future collaborators, including the costs and timing of establishing product sales, marketing, distribution and
manufacturing capabilities;

•

subject to receipt of regulatory approval, revenue, if any, received from commercial sales of our product candidates or any other additional
product candidates we may develop and pursue in the future;

•

the achievement of milestones that trigger payments under the Pfizer License Agreement;

•

the royalty payments due under the Pfizer License Agreement;

•

the extent to which we in-license or acquire rights to other products, product candidates or technologies;

•

our ability to establish collaboration arrangements for the development of our product candidates on favorable terms, if at all;

•

our headcount growth and associated costs as we expand our research and development and establish a commercial infrastructure;

•

the costs of preparing, filing and prosecuting patent applications, maintaining and protecting our intellectual property rights, including
enforcing and defending intellectual property related claims; and

•

the costs of operating as a public company.

We have funded operations since Inception primarily with the proceeds received from the issuance of convertible preferred stock and common
stock and have incurred significant operating losses since our Inception. In addition, as discussed above, we expect to continue to incur significant and
increasing expenses and operating losses for the foreseeable future. We believe that our cash resources, inclusive of funds received upon closing the of
our business combination transaction with ARYA and the completion of the concurrent PIPE financing will enable us to fund our operating expenses and
capital expenditure requirements into 2023.
Our expectations with respect to our ability to fund current planned operations is based on estimates that are subject to risks and uncertainties. Our
operating plan may change as a result of many factors currently unknown to us and there can be no assurance that the current operating plan will be
achieved in the time frame anticipated by us, and we may need to seek additional funds sooner than planned. If adequate funds are not available to us on
a timely basis, we may be required to delay, limit, reduce or terminate certain of our research, product development or future commercialization efforts,
obtain funds through arrangements with collaborators on terms unfavorable to us, or pursue other merger or acquisition strategies, all of which could
adversely affect the holdings or the rights of our stockholders.
For additional information on our business combination with ARYA, please read Note 17, Subsequent Events, to Cerevel’s unaudited condensed
consolidated financial statements included elsewhere in this Form 8-K/A. For additional information on risks associated with our substantial capital
requirements, please read the section entitled “Risk Factors” included elsewhere in this Form 8-K/A.
Working Capital
Working capital is defined as current assets less current liabilities. The following table summarizes our total working capital and current assets and
liabilities as of December 31, 2019 and September 30, 2020:
As of
(In thousands)

Current assets
Current liabilities
Total working capital

December 31,
2019

September 30,
2020

$

$

$
11

87,077
(14,876)
72,201

$

15,884
(29,209)
(13,325)

Change

(82%)
96%
(118%)

The change in working capital at September 30, 2020, from December 31, 2019, reflects a net decrease in total current assets of $71.2 million and
a net increase in total current liabilities of $14.3 million. The net decrease in total current assets was primarily driven by $76.1 million of cash used in
operations and $11.3 million of cash used for purchases of property and equipment, partially offset by $20.8 million of net cash provided by financing
activities. The net decrease in total current assets also reflects a net decrease in prepaid expenses and other current assets of $4.6 million, primarily
resulting from the recognition of expense as work was performed for clinical trial and other research services that were paid in advance of such activities
being performed. The net increase in current liabilities was primarily driven by an increase in accounts payable and accrued expenses and other current
liabilities due to increases in supplier liabilities for clinical research and other services in support of our pipeline development activities and
construction-in-progress related to the build-out of our future corporate headquarters in Cambridge, Massachusetts.
Cash Flows
The following table summarizes our sources and uses of cash for the nine months ended September 30, 2019 and September 30, 2020:
Nine months ended September 30,
2019
2020

(In thousands)

Net cash flows used in operating activities
Net cash flows used in investing activities
Net cash flows provided by financing activities
Net decrease in cash, cash equivalents and restricted cash

$

$

(34,907)
(550)
58
(35,399)

$

(76,099)
(11,341)
20,766
(66,674)

Change

118%
1,962%
35,703%
88%

Cash flows used in Operating Activities
Net cash flows used in operating activities represent the cash receipts and disbursements related to all of our activities other than investing and
financing activities. We expect cash provided by financing activities will continue to be our primary source of funds to finance operating needs and
capital expenditures for the foreseeable future.
Net cash flows used in operating activities is derived by adjusting our net loss for:
•

non-cash operating items such as depreciation and amortization, acquired in-process research and development, non-cash rent expense and
equity-based compensation;

•

changes in operating assets and liabilities reflect timing differences between the receipt and payment of cash associated with transactions
and when they are recognized in results of operations; and

•

changes in the fair value remeasurement of the Equity Commitment and the Share Purchase Option.

For the nine months ended September 30, 2020, net cash used in operating activities primarily reflected our net loss for the period of
$119.0 million, adjusted for non-cash charges totaling $25.1 million and a net change of $17.7 million in our net operating assets and liabilities. The
non-cash charges primarily consisted of $12.0 million related to the net changes in fair value of the Equity Commitment and Share Purchase Option,
$9.9 million in equity-based compensation expense, the $2.5 million write-off of deferred costs related to our abandoned initial public offering and other
financing activities and $0.5 million of non-cash rent expense. The change in our net operating assets and liabilities was primarily due to a decrease in
prepaids and other current assets, increases in account payable and accrued expenses and other liabilities and an increase in operating lease liabilities
resulting from landlord reimbursement for tenant improvements.
For the nine months ended September 30, 2019, net cash used in operating activities, primarily reflects our net loss for the period of $72.1 million,
adjusted by net non-cash charges totaling $31.7 million and a net change of $5.5 million in our net operating assets and liabilities. The non-cash charges
primarily consisted of $26.4 million related to the net changes in fair value of the Equity Commitment and Share Purchase Option, $3.8 million in
equity-based compensation expense and $1.3 million of non-cash rent expense. The change in our net operating assets and liabilities was primarily due
to an increase in accounts payable and accrued expenses and other liabilities.
Cash flows used in Investing Activities
For the nine months ended September 30, 2020, net cash used in investing activities reflected $11.3 million used for purchases of property and
equipment, which was primarily related to the build-out of our Cambridge headquarters.
For the nine months ended September 30, 2019, net cash used in investing activities reflected $0.6 million used for purchases of property and
equipment.
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Cash flows provided by Financing Activities
For the nine months ended September 30, 2020, net cash provided by financing activities included $25.0 million of proceeds from the issuance of
Series A-1 Preferred Stock and Series A Common Stock offset by $1.7 million used for deferred costs related to our abandoned initial public offering
and other financing activities and $2.5 million used for deferred costs related to our business combination transaction with ARYA.
For the nine months ended September 30, 2019, net cash provided by financing activities reflected $0.1 million of proceeds received from the
issuance of Series A-1 Preferred Stock and Series A Common Stock.
Management Agreement
In connection with the initial financing, on the Transaction Date, the company entered into an agreement with Bain Capital Private Equity, LP and
Bain Capital Life Sciences, LP, which are entities related to Bain Investor, whereby such entities will provide certain management services to us for a
fee of $1.0 million per year, paid in quarterly, non-refundable installments (Management Agreement). In addition, this agreement obligated the company
to pay such entities, in the aggregate, a $5.0 million fee upon the completion of a qualified public offering or change of control transaction, less any
quarterly fees previously paid to such entities. Pursuant to this agreement, we incurred management fees to Bain Capital Private Equity, LP and Bain
Capital Life Sciences, LP totaling $0.3 million and $0.8 million for the three and nine months ended September 30, 2019 and 2020, respectively. Upon
completion of our business combination transaction with ARYA, described in Note 17, Subsequent Events, we paid the remaining approximately
$3.0 million of management fees payable under the Management Agreement and no additional fees are payable pursuant to this agreement.
Following the closing of the business combination transaction with ARYA, New Cerevel expects to enter into a new management agreement with
Bain Capital Private Equity, LP and Bain Capital Life Sciences, LP providing for the expense reimbursement and indemnification of such entities.
Contractual Obligations and Other Commitments
Our contractual obligations primarily consist of our obligations under non-cancellable operating leases, contracts and other purchase obligations.
We did not have any debt obligations as of December 31, 2019 or September 30, 2020.
Our most significant contracts relate to agreements with CROs for clinical trials and preclinical studies, CMOs and other service providers for
operating purposes, which we enter into in the normal course of business. We have not included these payments in the table of contractual obligations
below since these contracts are generally cancelable at any time by us following a certain period after notice and therefore, we believe that our
non-cancelable obligations under these agreements are not material. In addition, we have obligations with respect to potential future royalties payable,
contingent development, regulatory and commercial milestone payments and amounts related to uncertain tax positions. We have not included these
amounts in the table of contractual obligations below, because the timing and amount of such obligations are unknown or uncertain as of December 31,
2019. For additional information on potential royalties and milestone payments payable to Pfizer, see “—Our Agreements with Licensors and
Stockholders—Pfizer License Agreement.”
The following table summarizes our contractual obligations as of December 31, 2019, excluding amounts related to CROs and CMOs, potential
future royalties payable, contingent development, regulatory and commercial milestone payments and amounts related to uncertain tax positions:
(In thousands)

Operating lease obligations(1)
Purchase and other obligations(2)
Total contractual obligations
(1)

(2)

Payments Due by Period
3 to 5 years
More than 5 years

Less than 1 year

1 to 3 years

$

$ 11,488
—
$ 11,488

6,436
21,478
27,914

$

$ 12,187
—
$ 12,187

$
$

34,414
—
34,414

Total

$64,525
21,478
$86,003

Amounts in the table above reflect payments due under our leases for our current Boston, Massachusetts location, which expires in November
2020, and our future headquarters in Cambridge, Massachusetts, which expires in 2030. Amounts reflected within the table above detail future
minimum rental commitments under non-cancelable operating leases as of December 31 for each of the periods presented. In addition to the
minimum rental commitments, these leases may require us to pay additional amounts for taxes, insurance, maintenance and other operating
expenses.
Purchase and other obligations due in less than 1 year, include approximately $21.1 million of expenditures expected to be incurred related to the
build out of our future corporate headquarters. For additional information related to our lease for our future corporate headquarters in Cambridge,
Massachusetts, please read Note 9, Leases, to our audited consolidated financial statements included elsewhere in this Form 8-K/A.
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As of September 30, 2020, our remaining obligations associated with expenditures expected to be incurred related to the build out of our future
corporate headquarters totaled $11.1 million.
There have been no material changes in our other contractual obligations since December 31, 2019.
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Contract Research and Manufacturing Organizations
As of December 31, 2019 and September 30, 2020, we recorded accrued expenses of approximately $2.2 million and $7.5 million, respectively, in
our consolidated balance sheets for expenditures incurred by CROs and CMOs.
Tax Related Obligations
To date, we have not recognized any reserves related to uncertain tax positions. As of December 31, 2019 and September 30, 2020, we had no
accrued interest or penalties related to uncertain tax positions.
Off-balance sheet arrangements
We have not entered into any off-balance sheet arrangements and do not have holdings in any variable interest entities.
Quantitative and Qualitative Disclosures About Market Risk
The primary objectives of our investment activities are to ensure liquidity and to preserve capital. We are exposed to market risks in the ordinary
course of our business. These risks primarily include interest rate sensitivities. We had cash and cash equivalents of $79.6 million and $12.8 million as
of December 31, 2019 and September 30, 2020, respectively, which consisted of bank deposits and highly liquid money market funds. Furthermore, we
had no outstanding debt as of December 31, 2019 and September 30, 2020.
Historical fluctuations in interest rates have not been significant for us. Due to the short-term maturities of our cash equivalents, an immediate 100
basis point change in interest rates would not have a material effect on the fair market value of our cash equivalents.
We currently do not have significant exposure to foreign currencies as we hold no foreign exchange contracts, option contracts, or other foreign
hedging arrangements. Further, our operating activities are predominately denominated in U.S. dollars.
We do not believe that inflation, interest rate changes or exchange rate fluctuations had a significant impact on our results of operations for any
periods presented herein.
Critical Accounting Policies and Estimates
This management’s discussion and analysis of our financial condition and results of operations is based on our consolidated financial statements,
which have been prepared in accordance with U.S. generally accepted accounting principles, or U.S. GAAP.
The preparation of the consolidated financial statements in conformity with U.S. GAAP requires us to make estimates, judgments and assumptions
that may affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the consolidated financial
statements and the reported amounts of expenses during the reporting periods. Our estimates are based on our historical experience and on various other
factors that we believe are reasonable under the circumstances, the results of which form the basis for making judgments about the carrying value of
assets and liabilities that are not readily apparent from other sources. Actual results may differ from these estimates under different assumptions or
conditions. Other significant accounting policies are outlined in Note 3, Summary of Significant Accounting Policies, to our audited consolidated
financial statements and unaudited condensed consolidated financial statements included elsewhere in this Form 8-K/A.
Fair Value Measurements
Certain of our assets and liabilities are carried at fair value under U.S. GAAP. 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. Financial assets and liabilities carried at fair value are to be classified and disclosed in one of the
following three categories:
Level 1

Quoted prices in active markets for identical assets or liabilities.

Level 2

Observable inputs (other than Level 1 quoted prices), such as quoted prices in active markets for similar assets or liabilities, quoted
prices in markets that are not active for identical or similar assets or liabilities, or other inputs that are observable or can be
corroborated by observable market data.

Level 3

Unobservable inputs that are supported by little or no market activity and that are significant to determining the fair value of the assets
or liabilities, including pricing models, discounted cash flow methodologies, and similar techniques.
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To the extent that the valuation is based on models or inputs that are less observable or unobservable in the market, the determination of fair value
requires more judgment. Accordingly, the degree of judgment exercised by us in determining fair value is greatest for instruments categorized in
Level 3. 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.
The carrying amounts reflected in our consolidated balance sheets for cash, cash equivalents and restricted cash, prepaid expenses and other
current assets, accounts payable and accrued expenses approximate their fair values, due to their short-term nature.
Our cash, cash equivalents and restricted cash are comprised of funds held in an exchange traded money market fund, are measured at fair value
on a recurring basis using quoted market prices for that fund and are classified as Level 1. As of September 30, 2020, we held $17.0 million in money
market funds (Level 1) with no unrealized gains or losses. The carrying value of the Equity Commitment and Share Purchase Option approximate their
fair value based on Level 3 inputs. We do not have any other financial or non-financial assets or liabilities that should be recognized or disclosed at fair
value on a recurring basis at December 31, 2019 or September 30, 2020.
Fair Value of Equity Commitment and Share Purchase Option
The Equity Commitment and Share Purchase Option are free-standing financial instruments that may require us to transfer equity upon settlement
or exercise, respectively, and were recorded at fair value on the Transaction Date. The fair value of each financial instrument on the Transaction Date
was allocated to the Series A-1 Preferred Stock, Series A-2 Preferred Stock and Series A Common Stock.
An income approach was used to estimate the fair value of the Equity Commitment and the Share Purchase Option at the Transaction Date and
subsequently as of December 31, 2018. During 2019 a hybrid methodology that combines both an income approach and a market approach was used to
estimate the fair value of these financial instruments and incorporated a probability weighted expected return (PWERM) related to pre-IPO funding. As
of December 31, 2019 and September 30, 2020, the Equity Commitment and the Share Purchase Option were valued based upon a probability weightedaverage of two separate models prepared following an income approach and a market approach. The fair value of the funding obligation under each
model was estimated as the net present value of the anticipated future funding, reduced by the value of the additional shares of preferred and common
stock that would be exchanged for future funding.
We revalue these financial instruments each reporting period utilizing models that are sensitive to changes in the unobservable inputs such as
changes in the estimated future funding dates or fair value of our stock. Changes in the fair value of these instruments can result from changes to one or
multiple inputs, including adjustments to the discount rates and expected volatility and dividend yield as well as changes in the amount and timing of the
anticipated future funding required in settlement of the Equity Commitment and Share Purchase Option and the fair value of our preferred and common
shares expected to be exchanged for that additional funding. Discount rates in our valuation models represent a measure of the credit risk associated with
settling the financial instruments. The expected dividend yield is assumed to be zero as we have never paid dividends and do not have current plans to
pay any dividends on our common stock. Significant judgment is employed in determining these assumptions as of the Transaction Date and for each
subsequent period.
Changes in fair value of the Equity Commitment and Share Purchase Option are recognized as a component of other income (expense), net in our
consolidated statements of operations and comprehensive loss. We will continue to adjust the fair value of these financial instruments until the earlier of
the termination, settlement or expiration of the Equity Commitment and Share Purchase Option. We classify the fair value of the remaining Equity
Commitment and the fair value of the Share Purchase Option as an asset or liability within our consolidated balance sheets.
Equity-Based Compensation
We determine the fair value of each award issued under our equity-based compensation plan on the date of grant. We recognize compensation
expense for service-based awards with performance or market conditions on a straight-line basis over the requisite service period for each separate
vesting portion of the award, with the amount of compensation expense recognized at any date at least equaling the portion of the grant-date fair value of
the award that is vested at that date. Equity-based compensation expense for awards with performance conditions are recognized to the extent we
determine that the condition is considered probable to be met. We reassess the probability of achieving these performance conditions each reporting
period until the date such conditions are settled. Cumulative adjustments are recorded each period to reflect the estimated outcome of the performance
condition.
We elected to account prospectively for forfeitures as they occur rather than apply an estimated forfeiture rate to equity-based compensation
expense. We classify equity-based compensation expense in our consolidated statements of operations and comprehensive loss in the same manner in
which the award recipient’s salary and related costs are classified or in which the award recipient’s service payments are classified, as applicable.
Given the absence of an active market for our common stock, we were required to estimate the fair value of our common stock at the time of each
grant of an equity-based award. We have utilized various valuation methodologies in accordance with the framework of the American Institute of
Certified Public Accountants’ Technical Practice Aid, Valuation of Privately-Held Company Equity Securities Issued
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as Compensation, to estimate the fair value of our common stock. Each valuation methodology includes estimates and assumptions that require
judgment. These estimates and assumptions include a number of objective and subjective factors in determining the value of our common stock at each
grant date, including the following factors:
•

prices paid for our convertible preferred stock and common stock, and the rights, preferences, and privileges associated with our
convertible preferred stock and common stock;

•

the progress of our research and development efforts, including the status of preclinical studies and planned clinical trials for our
investigational medicines;

•

our stage of development and projected growth;

•

the fact that the grants of equity-based awards involved illiquid securities in a private company;

•

the likelihood of achieving a liquidity event for the common stock underlying the equity-based awards, such as an initial public offering, or
IPO, given prevailing market conditions;

•

the analysis of IPOs and the market performance of similar companies in the biotechnology and pharmaceutical industries;

•

the valuation of publicly traded companies in the life sciences and biotechnology sectors; and

•

any external market conditions affecting the biotechnology industry, and trends within the biotechnology industry.

For awards granted during 2018, in order to calculate the fair value of our preferred stock and common stock, we used an income approach to
estimate the business enterprise value and our total equity value. Under the income approach, a probability-weighted discounted cash flow analysis was
first prepared reflecting multiple scenarios for future outcomes associated with the acquired product candidates, in order to estimate our total equity
value, including the value of planned future funding. The value of the preferred stock and common stock was then estimated using an option pricing
method, allocating total equity value based on an assumed future liquidity date and the liquidation preferences of the preferred stock.
For awards granted during 2019 and the first quarter of 2020, in order to calculate the fair value of our preferred stock and common stock, we used
a hybrid methodology that combines both an income approach and a market approach to estimate the business enterprise value and our total equity
value. A probability-weighted discounted cash flow analysis was first prepared reflecting multiple scenarios for future outcomes associated with the
acquired product candidates in order to estimate the cash flows associated with estimated liquidity events (i.e., an IPO). We also used a PWERM to
determine the fair value of pre-IPO funding scenarios. We then used a market approach to estimate the value as of each potential date of liquidity,
resulting in an estimate of the total equity value, including the value of planned future funding. The value of the preferred stock and common stock was
then estimated using an option pricing method, allocating total equity value based on an assumed future liquidity date, the liquidation preference of the
preferred stock and the assumed funding in each scenario. Each of these scenarios was probability-weighted based on the expected outcomes to arrive at
a final estimated fair value per share of the common stock.
We believe this methodology is reasonable based upon our internal peer company analyses and further supported by transactions involving our
preferred stock. If different assumptions had been made, equity-based compensation expense, consolidated net loss and consolidated net loss per share
could have been significantly different.
We estimate the fair value of the stock option awards on the date of grant using the option pricing method, which is a variant of an income
approach. The option pricing method was used given that a portion of the option awards have an exercise price that is considered to be “deeply out of
the money,” The option pricing method incorporated the probability of the performance and market conditions being met and adjustments to the
estimated life and value of the options to reflect the necessary growth in the common share value for such shares to become exercisable. Given that the
common stock represents a non-marketable equity interest in a private enterprise, an adjustment was made to account for the lack of liquidity that a
stockholder would experience. This adjustment is commonly referred to as a discount for lack of marketability.
As there was no public market for our common stock, we determined the volatility for options granted based on an analysis of reported data for a
peer group of companies. The expected volatility of granted options has been determined using a weighted-average of the historical volatility measures
of this peer group of companies. We will continue to apply this method until a sufficient amount of historical information regarding the volatility of our
own stock price becomes available. The expected life of options has been determined by probability-weighting the calculated expected life of the option
at each month the option is eligible to be at- or in-the-money to estimate the overall adjusted expected life. We did not utilize the “simplified method” to
determine expected life as this method is not valid for options that are “deeply out of the money.” The risk-free interest rate is based on a treasury
instrument whose term is consistent with the expected life of the stock options. The expected dividend yield is assumed to be zero as we have never paid
dividends and does not have current plans to pay any dividends on our common stock.
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For financial reporting purposes, we performed common stock valuations, with the assistance of a third- party specialist, at various dates, which
resulted in valuations of our common stock of $9.15 per share as of March 31, 2019, $9.45 per share as of June 30, 2019, $11.25 per share as of
September 30, 2019, $10.00 per share as of October 31, 2019, $16.35 per share as of December 31, 2019, $14.60 per share as of March 31, 2020, $26.80
per share as of June 30, 2020 and $26.75 per share as of September 30, 2020.
Stock options granted under our 2018 Plan and 2020 Plan generally vest 25% on the first anniversary of the applicable vesting start date of each
grant with the remainder vesting in 36 equal monthly installments thereafter, subject to continued employment. The number of stock options granted
under our 2018 Plan represents the maximum number of shares eligible to vest with the number of shares ultimately earned equal to the ratio of the
aggregate amount of cash invested in our company up to $350.0 million divided by $350.0 million. Option awards granted through September 30, 2020,
reflect multiple strike prices. In order to motivate our employees, a premium in exercise price was applied to 25% of each option award. Restricted stock
unit awards granted under the 2018 Plan generally vest in three equal annual installments beginning on the first anniversary of the date of grant.
Pursuant to the terms of our business combination agreement with ARYA, the shareholders of the company exchanged their interests in the
company for shares of common stock of New Cerevel and awards under the company’s existing equity incentive plans, including the 2018 Plan and the
2020 Plan, were exchanged for awards issued under a new equity incentive plan adopted by New Cerevel. For additional information on our business
combination with ARYA, please read Note 17, Subsequent Events, to Cerevel’s unaudited condensed consolidated financial statements included
elsewhere in this Form 8-K/A.
Accrued Research and Development
We have entered into various agreements with CROs, CMOs and other service providers. Our research and development accruals are estimated
based on the level of services performed, progress of the studies, including the phase or completion of events, and contracted costs. The estimated costs
of research and development provided, but not yet invoiced, are included in accrued liabilities on the balance sheet. If the actual timing of the
performance of services or the level of effort varies from the original estimates, we will adjust the accrual accordingly. Payments made to third parties
under these arrangements in advance of the performance of the related services are recorded as prepaid expenses and other current assets until the
services are rendered. To date, our estimated accruals have not differed materially from actual costs incurred.
Recent Accounting Pronouncements
For a discussion of new accounting standards and their expected impact on our consolidated financial statements or disclosures, please read Note
4, Recent Accounting Guidance, to our audited consolidated financial statements and unaudited condensed consolidated financial statements included
elsewhere in this Form 8-K/A.
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Exhibit 99.3
CEREVEL THERAPEUTICS, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands, except share amounts and per share data)
(Unaudited)

ASSETS
Current assets:
Cash and cash equivalents
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Operating lease assets
Restricted cash
Other long-term assets
Total assets
LIABILITIES, CONVERTIBLE STOCK AND STOCKHOLDERS’ (DEFICIT) EQUITY
Current liabilities:
Accounts payable
Accrued expenses and other current liabilities
Operating lease liabilities, current portion
Total current liabilities
Operating lease liabilities, net of current portion
Other long-term liabilities
Total liabilities
Commitments and contingencies (Notes 14 and 15)
Convertible common stock:
Series A Common Stock, $0.00001 par value: 0 and 750,000 shares authorized and 0 and 750,000 shares issued
and outstanding as of December 31, 2019 and September 30, 2020, respectively
Total convertible common stock
Convertible preferred stock:
Series A-1 Preferred Stock, $0.00001 par value: 21,000,000 and 50,000,000 shares authorized and 11,107,525
and 12,857,525 shares issued and outstanding as of December 31, 2019 and September 30, 2020, respectively
Series A-2 Preferred Stock, $0.00001 par value: 3,833,333 shares authorized and 3,833,333 issued and
outstanding as of December 31, 2019 and September 30, 2020
Total convertible preferred stock
Stockholders’ (deficit) equity:
Series A Common Stock, $0.00001 par value: 14,000,000 and 99,250,000 shares authorized and 6,398,225 and
6,398,225 shares issued and outstanding as of December 31, 2019 and September 30, 2020, respectively
Common stock, $0.00001 par value: 46,000,000 and 100,000,000 shares authorized, 10,000 and 25,000 shares
issued and outstanding as of December 31, 2019 and September 30, 2020, respectively
Additional paid-in capital
Accumulated deficit
Total stockholders’ (deficit) equity
Total liabilities, convertible stock and stockholders’ (deficit) equity

December 31,
2019

September 30,
2020

$

79,551
7,526
87,077
1,476
26,015
4,131
2,107
$ 120,806

$

$

$

2,109
10,175
2,592
14,876
25,819
2,288
42,983

—
—

4,822
22,181
2,206
29,209
29,515
9,060
67,784

9,159
9,159

147,746

169,117

98,132
245,878

98,132
267,249

—
—
76,243
(244,298)
(168,055)
$ 120,806

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

12,808
3,076
15,884
16,620
24,727
4,200
5,606
67,037

—
—
86,108
(363,263)
(277,155)
$
67,037

CEREVEL THERAPEUTICS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS
(In thousands, except per share data)
(Unaudited)
For the Three Months Ended
September 30,
2019
2020

Operating expenses:
Research and development
General and administrative
Total operating expenses
Loss from operations
Interest income, net
Other income (expense), net
Loss before income taxes
Income tax (provision) benefit, net
Net loss and comprehensive loss
Net loss per share, basic and diluted

$

17,342 $
9,643
26,985
(26,985)
368
(8,980)
(35,597)
—
$ (35,597) $
$
(7.73) $

Weighted-average shares used in calculating net loss per share, basic and diluted

4,608

For the Nine Months Ended
September 30,
2019
2020

24,026 $ 28,326 $ 73,168
10,336
18,740
34,052
34,362
47,066
107,220
(34,362)
(47,066)
(107,220)
1
1,360
210
(4,684)
(26,423)
(11,976)
(39,045)
(72,129)
(118,986)
5
—
21
(39,040) $ (72,129) $ (118,965)
(5.49) $ (15.66) $
(17.89)
7,112

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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4,605

6,648

CEREVEL THERAPEUTICS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CONVERTIBLE STOCK AND STOCKHOLDERS’ (DEFICIT) EQUITY
(In thousands, except share amounts)
(Unaudited)

Balance at December 31,
2018
Issuance of Common
Stock
Equity-based
compensation
expense
Net loss
Balance at March 31, 2019
Issuance of Common
Stock
Equity-based
compensation
expense
Net loss
Balance at June 30, 2019
Issuance of Common
Stock
Equity-based
compensation
expense
Net loss
Balance at September 30,
2019

Balance at December 31,
2019
Issuance of Common
Stock
Equity-based
compensation
expense
Net loss
Balance at March 31, 2020
Issuance of Common
Stock
Equity-based
compensation
expense
Net loss
Balance at June 30, 2020
Issuance of Series A-1
Preferred Stock and
Common Stock in
exchange for cash
Partial settlement of
Equity Commitment
Liability upon
issuance of Series
A-1 Preferred Stock
and Series A
Common Stock
Issuance of Common
Stock
Equity-based
compensation
expense
Net loss
Balance at September 30,
2020

Series A
Convertible
Common
Stock
Shares Amount
—

$

—

—

—

—
—
—

—
—
—

$

—

—

—
—
—

—
—
—

$

Series A-1
Convertible
Preferred
Stock
Shares
Amount
6,900,000 $ 78,937
—

—

—
—
—
—
6,900,000 $ 78,937
3,450

35

—
—
—
—
6,903,450 $ 78,972

For the Nine Months Ended September 30, 2019
Series A-2
Convertible
Series A
Additional
Preferred
Common
Common
paid-in
Stock
Stock
stock
Accumulated
Shares
Amount
Shares
Amount Shares Amount
capital
deficit
3,833,333 $ 98,132
—

—

—
—
—
—
3,833,333 $ 98,132
—

—

—
—
—
—
3,833,333 $ 98,132

4,600,000 $

—

—

—

5,000

—
—
4,600,000 $

—
—
—

—
—
5,000 $

2,300

—

—
—
4,602,300 $

—
—
—

—

$

38,533 $

(115,909) $

—

—

—

—
—
—

296
—
38,829 $

—
(30,720)
(146,629) $

—

23

—

—
—
5,000 $

—
—
—

797
—
39,649 $

—
(5,811)
(152,440) $
—

—

—

$

$

$

—

—

—

—

—

—

—

—

5,000

—

—

—
—

—
—

—
—

—
—

—
—

—
—

—
—

—
—

—
—

—
—

2,699
—

—

10,000 $

—

—

$

—

Series A
Convertible
Common
Stock
Shares Amount
—

$

—

—

—

—
—
—

—
—
—

$

—

—

—
—
—

—
—
—

750,000

$

7,500

6,903,450 $ 78,972

Series A-1
Convertible
Preferred
Stock
Shares
Amount
11,107,525 $147,746
—

—

—
—
—
—
11,107,525 $147,746
—

—

—
—
—
—
11,107,525 $147,746

1,750,000

3,833,333 $ 98,132

4,602,300 $

$

42,348 $

—

—

—
—
—
—
3,833,333 $ 98,132
—

—

—
—
—
—
3,833,333 $ 98,132

6,398,225 $
—
—
—
6,398,225 $
—
—
—
6,398,225 $

—
—
—
—
—
—

10,000 $
5,000
—
—
15,000 $
5,000

—

2,699
(35,597)

(188,037) $

—

—

—
—
—

2,970
—
79,213 $

—
(53,208)
(297,506) $

—

—

—

3,423
—
82,636 $

—
(26,717)
(324,223) $

—
—
—

$

(145,689)

Total
stockholders’
deficit

—

—
—
20,000 $

797
(5,811)
(112,791)
—

(244,298) $

$

296
(30,720)
(107,800)
23

76,243 $

—
—
—

$

(77,376)
—

—
(35,597)

For the Nine Months Ended September 30, 2020
Series A-2
Convertible
Series A
Additional
Preferred
Common
Common
paid-in
Stock
Stock
stock
Accumulated
Shares
Amount
Shares
Amount Shares Amount
capital
deficit
3,833,333 $ 98,132

Total
stockholders’
deficit

(168,055)
—
2,970
(53,208)
(218,293)
—
3,423
(26,717)
(241,587)

17,500

—

—

—

—

—

—

—

—

—

—

1,659

—

3,871

—

—

—

—

—

—

—

—

—

—

—

—

—

—

—

—

—

5,000

—

—

—

—

—
—

—
—

—
—

—
—

—
—

—
—

—
—

—
—

—
—

—
—

3,472
—

—

25,000 $

—

750,000 $ 9,159

12,857,525 $ 169,117

3,833,333 $ 98,132

6,398,225 $

$

86,108 $

—
(39,040)
(363,263) $

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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3,472
(39,040)
(277,155)

CEREVEL THERAPEUTICS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)
(Unaudited)

Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash flows used in operating activities:
Depreciation and amortization
Non-cash rent expense under operating leases
Equity-based compensation
Change in fair value of Equity Commitment
Change in fair value of Share Purchase Option
Write-off of deferred costs related to abandoned initial public offering and other financing activities
Changes in operating assets and liabilities, net:
Prepaid expenses and other current assets
Operating lease asset
Other assets
Accounts payable
Accrued expenses and other liabilities
Operating lease liability
Net cash flows used in operating activities
Cash flows from investing activities:
Purchases of property and equipment
Net cash flows used in investing activities
Cash flows from financing activities:
Proceeds from issuance of convertible preferred stock
Proceeds from issuance of common stock
Proceeds from issuance of convertible preferred stock with exchange
Proceeds from issuance of convertible common stock with exchange
Deferred costs related to business combination transaction
Deferred costs related to abandoned initial public offering and other financing activities
Net cash flows provided by financing activities
Net decrease in cash, cash equivalents and restricted cash
Cash, cash equivalents and restricted cash, beginning of the period
Cash, cash equivalents and restricted cash, end of the period

For the Nine Months Ended
September 30,
2019
2020

$ (72,129) $ (118,965)
167
1,338
3,792
30,202
(3,780)
—

336
471
9,864
11,300
670
2,485

(874)
—
(385)
1,590
5,172
—
(34,907)

4,577
(459)
(243)
581
8,699
4,585
(76,099)

(550)
(550)

(11,341)
(11,341)

35
23
—
—
—
—
58
(35,399)
95,443
$ 60,044 $

—
—
17,500
7,500
(2,513)
(1,721)
20,766
(66,674)
83,682
17,008

Non-cash operating, investing, and financing activities
Operating lease assets obtained in exchange for operating lease liabilities

$ 27,303

$

445

Fixed asset additions included in accounts payable and other current liabilities

$

105

$

4,485

Deferred unpaid offering costs related to business combination transaction

$

—

$

2,538

Partial settlement of Equity Commitment liability upon issuance of Series A-1 Preferred Stock and Series A Common Stock

$

—

$

5,530

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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CEREVEL THERAPEUTICS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
1. Nature of Operations
References in these notes to “Cerevel,” “the company,” “we,” “us” and “our” refer to Cerevel Therapeutics, Inc.
We are a clinical-stage biopharmaceutical company that combines a deep understanding of the disease-related biology and neurocircuitry of the
brain with advanced chemistry and central nervous system, or CNS, target receptor selective pharmacology to discover and design new therapies. We
seek to transform the lives of patients through the development of new therapies for neuroscience disease, including schizophrenia, epilepsy and
Parkinson’s disease.
We were incorporated on July 23, 2018 (Inception), under the name Perception HoldCo, Inc. and we subsequently changed our name to Cerevel
Therapeutics, Inc. on October 23, 2018. Our principal operations commenced on September 24, 2018 (Transaction Date), when we acquired licensed
technology to a portfolio of pre-commercial neuroscience assets from Pfizer Inc. (Pfizer) in exchange for Series A-2 Preferred Stock and completed a
Series A-1 Preferred Stock and Series A Common Stock financing in exchange for a $350.0 million equity commitment (Equity Commitment) from BC
Perception Holdings, LP (Bain Investor), an affiliate of Bain Capital, to develop the licensed technology (collectively, the Transaction). On the
Transaction Date, Bain Investor also received the option to purchase up to an additional 10.0 million shares at $10.00 per share, subject to Pfizer’s
participation rights (Share Purchase Option).
On the Transaction Date, Bain Investor funded the company with an initial investment of $115.0 million of the Equity Commitment to begin
operations. During 2019 Bain Investor contributed an additional $60.1 million of the Equity Commitment in exchange for Series A-1 Preferred Stock
and Series A Common Stock. On July 8, 2020, Bain Investor further contributed an additional $25.0 million of the Equity Commitment in exchange for
Series A-1 Preferred Stock and Series A Common Stock (the Additional Financing Shares).
For additional information on our license arrangement with Pfizer, please read Note 5, Pfizer License Agreement, to these condensed consolidated
financial statements. For additional information on the Equity Commitment and the Share Purchase Option, please read Note 6, Equity Commitment and
Share Purchase Option, to these condensed consolidated financial statements. For additional information on our Additional Financing Shares, please
read Note 9, Preferred Convertible Stock and Note 10, Common Stock to these condensed consolidated financial statements.
ARYA Business Combination
On October 27, 2020, we completed a business combination transaction between us and ARYA Sciences Acquisition Corp II (ARYA) pursuant to
the business combination agreement dated July 29, 2020, as amended on October 2, 2020. Upon closing of the business combination transaction, the
combined company was renamed Cerevel Therapeutics Holdings, Inc. (New Cerevel), the company became a wholly owned subsidiary of New Cerevel
and the Stock Purchase Agreement, the Equity Commitment and the Share Purchase Option were terminated. Pursuant to the terms of the business
combination agreement, the shareholders of the company exchanged their interests in the company for shares of common stock of New Cerevel. Net
proceeds from this transaction totaled approximately $439.5 million, which included funds held in ARYA’s trust account and the completion of a
concurrent private investment in public equity (PIPE) financing inclusive of the $25.0 million received for the Additional Financing Shares discussed
above. For additional information on our business combination transaction with ARYA, please read Note 17, Subsequent Events, to these condensed
consolidated financial statements.
2. Risks and Liquidity
Cerevel is subject to risks and uncertainties common to early-stage companies in the biopharmaceutical industry. These risks include, but are not
limited to, development by competitors of new technological innovations, dependence on key personnel, protection of licensed technology, and
compliance with government regulations. Our product candidates, currently under development or that we may develop, will require significant
additional research and development efforts, including extensive clinical testing and regulatory approval prior to commercialization. These efforts
require significant amounts of additional capital, adequate personnel infrastructure and extensive compliance and reporting capabilities.
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There can be no assurance that our research and development activities will be successfully completed, that adequate protection for our licensed or
developed technology will be obtained and maintained, that products developed will obtain necessary government regulatory approval or that any
approved products will be commercially viable. We operate in an environment of rapid change in technology. In addition, we are dependent upon the
services of our employees, consultants, third-party contract research organizations (CROs), clinical manufacturing organizations (CMOs) and other
third-party organizations.
Our condensed consolidated financial statements have been prepared on the basis of continuity of operations, the realization of assets and the
satisfaction of liabilities in the ordinary course of business. We have incurred significant operating losses since our Inception and, as of September 30,
2020, had an accumulated deficit of $363.3 million and had not yet generated revenues. In addition, we anticipate that our expenses will increase
significantly in connection with our ongoing activities to support our research, discovery and clinical development efforts and we expect to continue to
incur significant expenses and operating losses for the foreseeable future.
We have funded operations since Inception primarily with the proceeds received from the issuance of convertible preferred stock, convertible
common stock and common stock, as described above in Note 1, Nature of Operations. We believe that our cash resources, inclusive of funds received
upon the closing of our business combination transaction with ARYA and the completion of a concurrent PIPE financing, are sufficient to fund
operations at least up to the next twelve months from the issuance date of these financial statements. For additional information on our business
combination with ARYA, please read Note 17, Subsequent Events, to these condensed consolidated financial statements.
Our expectations with respect to our ability to fund current planned operations is based on estimates that are subject to risks and uncertainties. Our
operating plan may change as a result of many factors currently unknown to us and there can be no assurance that the current operating plan will be
achieved in the time frame anticipated by the company, and we may need to seek additional funds sooner than planned. If adequate funds are not
available to us on a timely basis, we may be required to delay, limit, reduce or terminate certain of our research, product development or future
commercialization efforts, obtain funds through arrangements with collaborators on terms unfavorable to the company, or pursue other merger or
acquisition strategies, all of which could adversely affect the holdings or the rights of our stockholders.
Impact of the COVID-19 Pandemic
In March 2020 the World Health Organization declared the outbreak of a novel coronavirus (COVID-19) a pandemic. The COVID-19 pandemic is
evolving, and to date has led to the implementation of various responses, including government-imposed quarantines, travel restrictions and other public
health safety measures.
We are closely monitoring the impact of the COVID-19 pandemic on all aspects of our business, including how it will impact our operations and
the operations of our customers, suppliers, vendors and business partners. We do not yet know the full extent of potential delays or impacts on our
business, our clinical trials, our research programs, healthcare systems or the global economy and we cannot presently predict the scope and severity of
any potential business shutdowns or disruptions. The extent to which COVID-19 ultimately impacts our business, results of operation and financial
condition will depend on future developments, which are highly uncertain and cannot be predicted with confidence, such as the duration of the outbreak,
new information that may emerge concerning the severity of COVID-19 or the effectiveness of actions to contain COVID-19 or treat its impact, among
others. If we or any of the third parties with whom we engage, however, were to experience shutdowns or other business disruptions, our ability to
conduct our business in the manner and on the timelines presently planned could be materially and negatively affected, which could have a material
adverse impact on our business, results of operation and financial condition. The estimates of the impact on the company’s business may change based
on new information that may emerge concerning COVID-19 and the actions to contain it or treat its impact and the economic impact on local, regional,
national and international markets.
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We have not incurred any significant impairment losses in the carrying values of our assets as a result of the pandemic and we are not aware of
any specific related event or circumstance that would require us to revise our estimates reflected in these condensed consolidated financial statements.
3. Summary of Significant Accounting Policies
Other than policies noted below, there have been no significant changes from the significant accounting policies disclosed in Note 4, Recent
Accounting Guidance, of the audited consolidated financial statements and notes included elsewhere in this Form 8-K/A.
Basis of Presentation
The accompanying unaudited condensed consolidated financial statements include those of the company and its subsidiaries, Cerevel MA
Securities Corporation and Cerevel Therapeutics LLC, after elimination of all intercompany accounts and transactions. The accompanying unaudited
condensed consolidated financial statements and notes hereto have been prepared in conformity with the rules and regulations of the Securities and
Exchange Commission (SEC) for interim financial reporting and, therefore, omit or condense certain footnotes and other information normally included
in financial statements prepared in accordance with accounting principles generally accepted in the United States of America (GAAP) as set forth in the
Financial Accounting Standards Board’s (FASB) accounting standards codification. Any reference in these notes to applicable guidance is meant to refer
to the authoritative GAAP as found in the Accounting Standards Codification (ASC) and Accounting Standards Update (ASU) of the FASB.
In the opinion of management, all adjustments necessary for a fair statement of the financial information, which are of a normal and recurring
nature, have been made for the interim periods reported. Results of operations for the three and nine months ended September 30, 2019 and 2020, are
not necessarily indicative of the results for the entire fiscal year or any other period. The condensed consolidated financial for the three and nine months
ended September 30, 2019 and 2020, have been prepared on the same basis as and should be read in conjunction with the audited consolidated financial
statements and notes included elsewhere in this Form 8-K/A.
Use of Estimates
The preparation of condensed consolidated financial statements in conformity with GAAP requires us to make estimates, judgments and
assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the condensed
consolidated financial statements, and the reported amounts of expenses during the reporting periods. Significant estimates and assumptions made in the
accompanying condensed consolidated financial statements include, but are not limited to, the fair value of preferred and common stock, the fair value
of the Equity Commitment, the fair value of the Share Purchase Option, the fair value of stock options, the recoverability of the company’s net deferred
tax assets and the related valuation allowance and the accrual for research and development expense. The impact on accounting estimates and judgments
on the company’s financial condition and results of operations due to COVID-19 has introduced additional uncertainties. We evaluate our estimates and
assumptions on an ongoing basis using historical experience and other factors and adjust those estimates and assumptions when facts and circumstances
change. Actual results could differ materially from those estimates.
Fair Value Measurements
Certain of our assets and liabilities are carried at fair value under GAAP. 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. Financial assets and liabilities carried at fair value are to be classified and disclosed in one of the
following three categories:
Level 1

Quoted prices in active markets for identical assets or liabilities.

Level 2

Observable inputs (other than Level 1 quoted prices), such as quoted prices in active markets for similar assets or liabilities, quoted
prices in markets that are not active for identical or similar assets or liabilities, or other inputs that are observable or can be corroborated
by observable market data.

Level 3

Unobservable inputs that are supported by little or no market activity and that are significant to determining the fair value of the assets
or liabilities, including pricing models, discounted cash flow methodologies, and similar techniques.
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To the extent that the valuation is based on models or inputs that are less observable or unobservable in the market, the determination of fair value
requires more judgment. Accordingly, the degree of judgment exercised by us in determining fair value is greatest for instruments categorized in
Level 3. 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.
The carrying amounts reflected in our condensed consolidated balance sheets for cash and cash equivalents, prepaid expenses and other current
assets, accounts payable, and accrued expenses and other current liabilities approximate their fair values, due to their short-term nature. We believe that
the carrying value of the Equity Commitment and Share Purchase Option approximate their fair value based on Level 3 inputs.
Fair Value of Equity Commitment and Share Purchase Option
The Equity Commitment and Share Purchase Option are free-standing financial instruments that may require the company to transfer equity upon
settlement or exercise, respectively, and were recorded at fair value on the Transaction Date. The fair value of each financial instrument on the
Transaction Date was allocated to the Series A-1 Preferred Stock, Series A-2 Preferred Stock, and Series A Common Stock.
We revalue these financial instruments each reporting period. Changes in fair value of the Equity Commitment and Share Purchase Option are
recognized as a component of other income (expense), net in our condensed consolidated statements of operations and comprehensive loss. The
company will continue to adjust the fair value of the Equity Commitment and Share Purchase Option until the earlier of termination, settlement or
expiration. We classify the fair value of the remaining Equity Commitment and the Share Purchase Option as an asset or a liability in our condensed
consolidated balance sheets.
For additional information on the valuation methodology for the Equity Commitment and Share Purchase Option, please read Note 6, Equity
Commitment and Share Purchase Option, to these condensed consolidated financial statements. Changes in the fair value of these instruments can result
from changes to one or multiple inputs, including adjustments to the discount rates, expected volatility and dividend yield as well as changes in the
amount and timing of the anticipated future funding required in settlement of the Equity Commitment and upon exercise of the Share Purchase Option
and the fair value of our preferred and common shares expected to be exchanged for that additional funding.
Deferred Offering Costs
The company capitalized certain legal, professional accounting and other third-party fees that are directly associated with in-process equity
financings as deferred offering costs until such financings are consummated. After consummation of the equity financing, these costs are recorded in
stockholders’ (deficit) equity as a reduction of additional paid-in capital generated as a result of the offering. Should the in-process equity financing be
abandoned, the deferred offering costs will be expensed immediately as a charge to operating expenses in our condensed consolidated statements of
operations and comprehensive loss.
Research and Development Expense
Research and development expenses include costs incurred in connection with the preclinical and clinical development of our product candidates.
Research and development costs include employee-related expenses, consisting of salaries, benefits and equity-based compensation for personnel
engaged in our research and development activities, fees paid to other entities that conduct certain research and development activities on the company’s
behalf, as well as certain indirect costs incurred in support of overall research and development activities including facilities, depreciation and
technology expenses.
Payments we make for research and development services prior to the services being rendered are recorded as prepaid assets in our condensed
consolidated balance sheets and are expensed as the services are provided. We estimate and accrue the value of goods and services received from CROs,
CMOs and other third parties each
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reporting period based on estimates of the level of services performed and progress in the period when we have not received an invoice from such
organizations. When evaluating the adequacy of the accrued liabilities, we analyze progress of the studies or clinical trials, including the phase or
completion of events, invoices received and contracted costs. Significant judgments and estimates are made in determining the accrued balances at the
end of any reporting period. We reassess and adjust our accruals as actual costs become known or as additional information becomes available. The
company’s historical accrual estimates have not been materially different from the actual costs.
Equity-Based Compensation
We determine the fair value of each award issued under our equity-based compensation plan on the date of grant. We recognize compensation
expense for service-based awards with performance or market conditions on a straight-line basis over the requisite service period for each separate
vesting portion of the award, with the amount of compensation expense recognized at any date at least equaling the portion of the grant-date fair value of
the award that is vested at that date. Equity-based compensation expense for awards with performance conditions are recognized to the extent we
determine that the condition is considered probable to be met. We reassess the probability of achieving these performance conditions each reporting
period until the date such conditions are settled. Cumulative adjustments are recorded each period to reflect the estimated outcome of the performance
condition.
We elected to account prospectively for forfeitures as they occur rather than apply an estimated forfeiture rate to equity-based compensation
expense. We classify equity-based compensation expense in our condensed consolidated statements of operations and comprehensive loss in the same
manner in which the award recipient’s salary and related costs are classified or in which the award recipient’s service payments are classified, as
applicable.
Given the absence of an active market for our common stock, we were required to estimate the fair value of the company’s common stock at the
time of each grant of an equity-based award. We utilized various valuation methodologies in accordance with the framework of the American Institute of
Certified Public Accountants’ Technical Practice Aid, Valuation of Privately-Held-Company Equity Securities Issued as Compensation, to estimate the
fair value of our common stock. Each valuation methodology includes estimates and assumptions that require judgment. These estimates and
assumptions include a number of objective and subjective factors in determining the value of our common stock at each grant date, including the
following factors:
•

prices paid for our convertible preferred stock and common stock, and the rights, preferences, and privileges associated with our
convertible preferred stock and common stock;

•

the progress of our research and development efforts, including the status of preclinical studies and planned clinical trials for our
investigational medicines;

•

our stage of development and projected growth;

•

the fact that the grants of equity-based awards involved illiquid securities in a private company;

•

the likelihood of achieving a liquidity event for the common stock underlying the equity-based awards, such as an initial public offering
(IPO), given prevailing market conditions;

•

the analysis of IPOs and the market performance of similar companies in the biotechnology and pharmaceutical industries;

•

the valuation of publicly traded companies in the life sciences and biotechnology sectors; and

•

any external market conditions affecting the biotechnology industry, and trends within the biotechnology industry.

We believe this methodology is reasonable based upon our internal peer company analyses, and further supported by transactions involving our
preferred stock. If different assumptions had been made, equity-based compensation expense, consolidated net loss, and consolidated net loss per share
could have been significantly different.
We estimate the fair value of the stock option awards on the date of grant using the option pricing method, which is a variant of an income
approach. The option pricing method was used given that a portion of the option awards have an exercise price that is considered to be “deeply out of
the money.” The option pricing method incorporated the probability of the performance and market conditions being met and adjustments to the
estimated
F-9

life and value of the options to reflect the necessary growth in the common share value for such shares to become exercisable. Given that the common
stock represents a non-marketable equity interest in a private enterprise, an adjustment was made to account for the lack of liquidity that a stockholder
would experience. This adjustment is commonly referred to as a discount for lack of marketability (DLOM).
As there was no public market for our common stock, we determined the volatility for options granted based on an analysis of reported data for a
peer group of companies. The expected volatility of granted options has been determined using a weighted-average of the historical volatility measures
of this peer group of companies. We will continue to apply this method until a sufficient amount of historical information regarding the volatility of our
own stock price becomes available. The expected life of options has been determined by probability- weighting the calculated expected life of the option
at each month the option is eligible to be at- or in-the-money to estimate the overall adjusted expected life. We did not utilize the “simplified method” to
determine expected life as this method is not valid for options that are “deeply out of the money.” The risk-free interest rate is based on a treasury
instrument whose term is consistent with the expected life of the stock options. The expected dividend yield is assumed to be zero as we have never paid
dividends and do not have current plans to pay any dividends on our common stock.
In June 2018 the FASB issued an ASU No. 2018-07 Compensation—Stock Compensation (Topic 718): Improvements to Nonemployee ShareBased Payment Accounting. This standard expanded the scope of ASC Topic 718, Compensation—Stock Compensation, to include share-based payment
transactions for acquiring goods and services from nonemployees. Prior to the adoption of this standard, the measurement date for non-employee awards
was generally the date the services are completed, resulting in financial reporting period adjustments to stock-based compensation during the vesting
terms for changes in the fair value of the awards. We adopted this standard effective January 1, 2019. Upon adoption, the measurement date for
non-employee awards is the date of grant without changes in the fair value of the award.
Subsequent Event Considerations
The company considers events or transactions that occur after the balance sheet date but prior to the issuance of the condensed consolidated
financial statements to provide additional evidence for certain estimates or to identify matters that require additional disclosure. Subsequent events have
been evaluated as required. For additional information on our evaluation of subsequent events, please read Note 17, Subsequent Events.
Emerging Growth Company Status
Cerevel is an “emerging growth company” (EGC), as defined in the Jumpstart Our Business Startups Act (JOBS Act) and we may choose to take
advantage of certain exemptions from various reporting requirements that are applicable to other public companies that are not EGCs. We may take
advantage of these exemptions until the company is no longer an EGC under Section 107 of the JOBS Act, which provides that an EGC can take
advantage of the extended transition period afforded by the JOBS Act for complying with new or revised accounting standards. The company has
elected to use the extended transition period for complying with new or revised accounting standards and as a result of this election, our condensed
consolidated financial statements may not be comparable to companies that comply with public company effective dates. We may take advantage of
these exemptions until we no longer qualify as an EGC.
4. Recent Accounting Guidance
From time to time, new accounting pronouncements are issued by the FASB or other standard setting bodies and adopted by the company as of the
specified effective date. Unless otherwise discussed, the company believes that the impact of recently issued standards that are not yet effective will not
have a material impact on our financial position or results of operations upon adoption.
Financial Instruments
In June 2016, the FASB issued ASU 2016-13, Financial Instruments—Credit Losses (Topic 326): Measurement of Credit Losses on Financial
Statements (ASU 2016-13). The new standard requires that expected credit losses relating to financial assets measured on an amortized cost basis and
available-for-sale debt securities be recorded through an allowance for credit losses. It also limits the amount of credit losses to be recognized for
available-for-sale debt securities to the amount by which carrying value exceeds fair value and also requires the reversal of
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previously recognized credit losses if fair value increases. The targeted transition relief standard allows filers an option to irrevocably elect the fair value
option of ASC 825-10, Financial Instruments-Overall, applied on an instrument-by-instrument basis for eligible instruments. ASU No. 2016-13, as
amended by ASU 2019-10, is effective for fiscal years beginning after December 15, 2019, including interim periods within those fiscal years for public
business entities that meet the definition of an SEC filer, excluding entities eligible to be smaller reporting companies (SRCs) as defined by the SEC. For
all other public business entities, the amendments in this update are effective for fiscal years beginning after December 15, 2022, including interim
periods within those fiscal years. We do not expect that the adoption of this standard will have a material impact on our financial position and results of
operations upon adoption.
In July 2017 the FASB issued ASU No. 2017-11, Earnings Per Share (Topic 260), Distinguishing Liabilities from Equity (Topic 480), Derivatives
and Hedging (Topic 815) I. Accounting for Certain Financial Instruments with Down Round Features II. Replacement of the Indefinite Deferral for
Mandatorily Redeemable Financial Instruments of Certain Nonpublic Entities and Certain Mandatorily Redeemable Noncontrolling Interests with a
Scope Exception (ASU 2017-11). Part I of this standard applies to entities that issue financial instruments such as warrants, convertible debt or
convertible preferred stock that contain down-round features. Part II of this standard replaces the indefinite deferral for certain mandatorily redeemable
noncontrolling interests and mandatorily redeemable financial instruments of nonpublic entities contained within ASC Topic 480 with a scope exception
and does not impact the accounting for these mandatorily redeemable instruments. The amendments in ASU 2017-11 are effective for us beginning with
our annual disclosures for the year ending December 31, 2020, and interim periods thereafter. We are currently evaluating the potential impact that ASU
2017-11 may have on our condensed consolidated financial statements and related disclosures.
Fair Value Measurements
In August 2018 the FASB issued ASU No. 2018-13, Fair Value Measurement (Topic 820): Disclosure Framework—Changes to the Disclosure
Requirements for Fair Value Measurement (ASU 2018-13), which modifies the disclosure requirements on fair value measurements with respect to
Level 3 rollforwards, timing of liquidation of investments in certain entities that calculate net asset value, and measurement uncertainty. This standard
became effective for us on January 1, 2020. The adoption of this standard did not have a material impact on our condensed consolidated financial
statements.
Collaborative Arrangements
In November 2018 the FASB issued ASU No. 2018-18, Collaborative Arrangements (Topic 808): Clarifying the Interaction between Topic 808
and Topic 606. This standard makes targeted improvements for collaborative arrangements as follows:
•

Clarifies that certain transactions between collaborative arrangement participants should be accounted for as revenue under ASC 606,
Revenue from Contracts with Customers, when the collaborative arrangement participant is a customer in the context of a unit of account.
In those situations, all the guidance in ASC 606 should be applied, including recognition, measurement, presentation and disclosure
requirements;

•

Adds unit-of-account guidance to ASC 808, Collaborative Arrangements, to align with the guidance in ASC 606 (that is, a distinct good or
service) when an entity is assessing whether the collaborative arrangement or a part of the arrangement is within the scope of ASC 606;
and

•

Precludes a company from presenting transactions with collaborative arrangement participants that are not directly related to sales to third
parties with revenue recognized under ASC 606 if the collaborative arrangement participant is not a customer.

The amendments to ASU No. 2018-18 are effective for us for fiscal years beginning after December 15, 2020, and interim periods within fiscal
years beginning after December 15, 2021. The adoption of this standard is not expected to have a material impact on our financial position or results of
operations upon adoption as we have had no transactions applicable to this guidance; however, the standard may impact how we account for certain
business transactions in the future.
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Income Taxes
In December 2019, the FASB issued ASU No. 2019-12, Income Taxes (Topic 740)—Simplifying the Accounting for Income Taxes. The
amendments in this update simplify various aspects of the accounting for income tax by eliminating certain exceptions to the general approach under
existing accounting guidance provided by ASC 740, Income Taxes, and clarifies certain aspects of the existing guidance to promote more consistent
application. The amendments in this new standard include, the elimination of exceptions related to the approach for intraperiod tax allocation, the
methodology for calculating income taxes in an interim period and the recognition of deferred tax liabilities for outside basis differences. The new
standard also simplifies aspects of the accounting for franchise taxes and enacted changes in tax laws or rates and clarifies the accounting for
transactions that result in a step-up in the tax basis of goodwill and that single-member limited liability companies and similar disregarded entities that
are not subject to income tax are not required to recognize an allocation of consolidated income tax expense in their separate financial statements, but
could elect to do so.
This standard is effective for public companies for annual and interim periods beginning after December 15, 2020, and effective for private
companies for annual periods beginning after December 15, 2021, and interim periods beginning after December 15, 2022; however, early adoption is
permitted. We are currently evaluating the potential impact that this new standard may have on our condensed consolidated financial position or results
of operations and related period of adoption, and at this time we do not expect the adoption of this standard will have a material impact to our condensed
consolidated financial statements.
5. Pfizer License Agreement
In August 2018 we entered into a license agreement with Pfizer (Pfizer License Agreement) pursuant to which we were granted an exclusive,
sublicensable, worldwide license under certain Pfizer patent rights, and a non-exclusive, sublicensable, worldwide license under certain Pfizer
know-how to develop, manufacture and commercialize certain compounds and products, which currently constitute the entirety of our asset portfolio, in
the field of treatment, prevention, diagnosis, control and maintenance of all diseases and disorders in humans, subject to the terms and conditions of the
Pfizer License Agreement. Additionally, Pfizer has an exclusive right of first negotiation in the event that we seek to enter into any significant
transaction with a third party with respect to a product either globally or in certain designated countries. Significant transactions include exclusive
licenses, assignments, sales, exclusive co-promotion arrangements, and other transfers of all commercial rights to a product globally or in certain
designated countries, as well as exclusive distribution agreements globally or in certain designated countries.
Under the Pfizer License Agreement, we are solely responsible for the development, manufacture, regulatory approval and commercialization of
compounds and products in the field. We are also required to use commercially reasonable efforts to develop and seek regulatory approval for a product
that contains or incorporates one of certain scheduled compounds to exert a therapeutic effect on certain targets in each of the following countries:
United Kingdom, Germany, France, Italy, Spain, China, Japan and the United States, each a major market country. We are also required to use
commercially reasonable efforts to commercialize each such product, if approved, in each major market country in which regulatory approval for such
product has been obtained.
As partial consideration for the licensed assets, we issued Pfizer 3,833,333.33 shares of the company’s Series A-2 Preferred Stock with an
estimated fair value of $100.4 million or $26.20 per share. We also reimbursed Pfizer for $11.0 million of direct transaction costs related to the Pfizer
License Agreement, bringing the total consideration to $111.4 million, which was recorded as a charge to research and development expense as these
assets had not yet reached technological feasibility and held no alternative future use at the time of the Transaction. The fair value of the Series A-2
Preferred Stock was established using an income approach for the valuation of the company’s business enterprise value at the Transaction Date, and the
option pricing method for the fair value of all shares subject to the Transaction.
We accounted for the acquisition of the Pfizer License Agreement as an asset acquisition. The Pfizer License Agreement is limited to the
intellectual property and rights to develop certain non-commercially approved compounds with no existing revenues and we did not acquire an
organized workforce of Pfizer employees nor any third-party arrangements that constitute a substantive process capable of developing the compounds.
The assets acquired were measured based on the fair value of the Series A-2 Preferred Stock issued to Pfizer and direct transaction costs of
$11.0 million, as the fair value of the equity given was more readily determinable than the fair value of the assets received.
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Under the terms of the Pfizer License Agreement, we are also required to make regulatory approval milestone payments to Pfizer, ranging from
$7.5 million to $40.0 million, on a compound-by-compound basis, upon the first regulatory approval in the United States for the first product containing
or comprised of a given compound, with the amount of the payments determined by which designated group the compound falls into and with each such
group generally characterized by the compounds’ stage of development. Each such regulatory approval milestone is payable only once per compound. If
all of our disclosed product candidates currently under development are approved in the United States, the total aggregate amount of such regulatory
approval milestones payable to Pfizer would be approximately $220.0 million. To date, no regulatory approval milestone payments were made or
became due under this agreement.
In addition, we are required to pay Pfizer commercial milestone payments up to an aggregate of $170.0 million per product, when aggregate net
sales of products under the Pfizer License Agreement in a calendar year first reach various thresholds ranging from $500.0 million to $2.0 billion. If all
of our disclosed product candidates currently under development achieve all of the commercial milestones, the total aggregate amount of such
commercial milestones payable to Pfizer would total approximately $1.7 billion. Each commercial milestone payment is payable only once upon first
achievement of the applicable commercial milestone. To date, no Pfizer commercial milestone payments were made or became due under this
agreement.
We are also required to pay Pfizer tiered royalties on the aggregate net sales, during each calendar year, determined on a product-by-product basis,
with respect to products under the Pfizer License Agreement, at percentages ranging from the low-single to mid-teens, with the royalty rate determined
by which designated group the applicable compound for such product falls into and with each such group generally characterized by the compounds’
stage of development, and subject to certain royalty deductions for the expiration of patent, regulatory and data exclusivity, generic competition and
third-party royalty payments as set forth in the Pfizer License Agreement. The royalty term expires, on a product-by-product and country-by-country
basis, on the later of (1) expiration of all regulatory or data exclusivity for such product in such country, (2) the date upon which the manufacture, use,
sale, offer for sale or importation of such product in such country would no longer infringe, but for the license granted in the Pfizer License Agreement,
a valid claim of the licensed patents and (3) 12 years following the first commercial sale of such product in such country. To date, no royalty payments
were made or became due under this agreement.
Pfizer can terminate the Pfizer License Agreement in its entirety upon a material breach by the company, subject to specified notice and cure
provisions. However, if such material breach is with respect to one or more, but not all, products, targets or countries, Pfizer’s right to terminate is only
with respect to such products, targets or countries. Either party may terminate the Pfizer License Agreement in its entirety upon event of a bankruptcy,
insolvency or other similar proceeding of the other party or a force majeure event that prohibits the other party from performing for a period of time.
Absent early termination, the term of the Pfizer License Agreement will continue on a country-by-country basis and product-by-product basis, until the
expiration of the royalty term for the country and the product. Upon Pfizer’s termination of the Pfizer License Agreement for our material breach or
either party’s termination for bankruptcy, insolvency or other similar proceeding or force majeure, we would grant Pfizer an exclusive, sublicensable,
royalty-free, worldwide, perpetual license under certain intellectual property we develop during the term of the Pfizer License Agreement.
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6. Equity Commitment and Share Purchase Option
Equity Commitment
In connection with the Transaction, we entered into a Stock Purchase Agreement with Pfizer and Bain Investor pursuant to which Bain Investor
contributed $115.0 million in exchange for 6,900,000 shares of Series A-1 Preferred Stock and 4,600,000 shares of Series A Common Stock.
Additionally, Bain Investor may, pursuant to conditions set forth in more detail below, purchase a combination of additional shares of Series A-1
Preferred Stock and Series A Common Stock at a price of $10.00 per share. The Stock Purchase Agreement, among other things, provides that if we
have not received $350.0 million in aggregate gross cash proceeds in exchange for equity interests, which such amount includes the proceeds received in
the initial financing and subsequent financings and is referred to as the Financing Threshold, by September 24, 2022, Bain Investor shall be required to
purchase that amount of shares of our common stock such that the Financing Threshold is met;
•

if any time, prior to the Financing Threshold having been met, our cash balance is equal to or less than $10.0 million, Bain Investor shall
be required to purchase an amount of additional shares of our Series A-1 Preferred Stock and Series A Common Stock that allows us to
maintain a reasonable level of cash to fund our operations in accordance with the previously agreed development plan for at least six
months; and

•

until the time the Financing Threshold is met, Bain Investor has the right to purchase up to that amount of shares of Series A-1 Preferred
Stock and Series A Common Stock at a purchase price of $10.00 per share that results in the Financing Threshold having been met.

In June 2019, pursuant to the Stock Purchase Agreement, Bain Investor contributed an additional $0.1 million in exchange for additional shares of
Series A-1 Preferred Stock and Series A Common Stock. In December 2019, pursuant to the Stock Purchase Agreement, Bain Investor contributed an
additional $60.0 million in exchange for additional shares of Series A-1 Preferred Stock and Series A Common Stock. In July 2020, pursuant to the
Stock Purchase Agreement, Bain Investor contributed an additional $25.0 million in exchange for additional shares of Series A-1 Preferred Stock and
Series A Common Stock. As a result of these transactions, the remaining Equity Commitment as of December 31, 2019 and September 30, 2020, was
$174.9 million and $149.9 million, respectively. The fair value of the remaining Equity Commitment as of December 31, 2019 and September 30, 2020,
was reflected in our condensed consolidated balance sheets as a liability of $2.0 million and $7.8 million, respectively.
Share Purchase Option
In addition, under the terms of the Stock Purchase Agreement entered into in connection with the Transaction, Bain Investor retains an option to
purchase a combination of shares of Series A-1 Preferred Stock and Common Stock at $10.00 per share up to an aggregate amount of $100.0 million,
exercisable any time after the Equity Commitment is fulfilled and prior to the earlier of the company completing an IPO or the company receiving
aggregate cash proceeds of $450.0 million from the issuance of equity securities inclusive of any proceeds received pursuant to the Share Purchase
Option. Pfizer has rights to participate in the purchase of shares of Series A-1 Preferred Stock and Series A Common Stock upon exercise of the Share
Purchase Option; however, any such participation would not increase the number of shares available under the Share Purchase Option.
The fair value of the Share Purchase Option was reflected in our condensed consolidated balance sheets as a liability of $0.3 million and
$0.9 million as of December 31, 2019 and September 30, 2020, respectively.
Upon closing of our business combination transaction with ARYA, the Stock Purchase Agreement, the Equity Commitment and the Share
Purchase Option were terminated. For additional information on our business combination with ARYA, please read Note 17, Subsequent Events, to these
condensed consolidated financial statements.
Fair Value of Equity Commitment and Share Purchase Option
As of December 31, 2019 and September 30, 2020, the Equity Commitment and the Share Purchase Option were valued based upon a probability
weighted average of two separate models prepared following an income approach and a market approach. The fair value of the funding obligation under
each model was estimated as the net present value of the anticipated required future funding, reduced by the value of the additional shares of preferred
and common stock that would be exchanged for that additional funding.
F-14

Discount rates in our valuation models represent a measure of the credit risk associated with settling the financial instruments. The expected
dividend yield is assumed to be zero as we have never paid dividends and do not have current plans to pay any dividends on our common stock.
Significant judgment is employed in determining the appropriateness of these assumptions as of the acquisition date and for each subsequent period.
The following table represents the key inputs used in the fair value calculation for the financial instruments:
As of
December 31, 2019

Risk free interest rate
Expected term (in years)
Expected volatility
Expected dividend yield
Fair value of Series A-1 Preferred Stock per share
Fair value of Series A Common Stock per share

September 30, 2020

1.57% - 1.59%
0.36 - 1.42
105.0% - 135.0%
0.0%
$
16.35
$
16.35

$
$

0.09% - 0.12%
0.09 - 1.00
65.0% - 85.0%
0.0%
26.75
26.75

7. Fair Value Measurements
The following table presents information about our financial assets and liabilities measured at fair value on a recurring basis and indicates the
level of fair value hierarchy utilized to determine such fair values:

As of December 31, 2019 (In thousands)

Assets:
Cash equivalents—money market funds
Restricted cash—money market funds
Total Assets
Liabilities:
Equity Commitment
Share Purchase Option
Total Liabilities

As of September 30, 2020 (In thousands)

Assets:
Cash equivalents—money market funds
Restricted cash—money market funds
Total Assets
Liabilities:
Equity Commitment
Share Purchase Option
Total Liabilities

Quoted Prices in
Active Markets
(Level 1)

Significant Other
Observable Inputs
(Level 2)

Significant
Unobservable
Inputs (Level 3)

$

$

—
—
—

$

—
—
—

$

79,551
4,131
83,682

$
$

—
—
—

$

$
$
$

$

$

—
—
—

$79,551
4,131
$83,682

(2,000)
(260)
(2,260)

$ (2,000)
(260)
$ (2,260)

Quoted Prices in
Active Markets
(Level 1)

Significant Other
Observable Inputs
(Level 2)

Significant
Unobservable
Inputs (Level 3)

$

$

—
—
—

$

—
—
—

$

12,808
4,200
17,008

$
$

—
—
—

$

$
$
$

$

$

Total

Total

—
—
—

$12,808
4,200
$17,008

(7,770)
(930)
(8,700)

$ (7,770)
(930)
$ (8,700)

As described in Note 6, Equity Commitment and Share Purchase Option, to these condensed consolidated financial statements, the Equity
Commitment and Share Purchase Option represent the only Level 3 assets and liabilities carried at fair market value as of December 31, 2019 and
September 30, 2020. The fair value measurements of the Equity Commitment and Share Purchase Option are sensitive to changes in the unobservable
inputs used to value the financial instruments. Changes in the estimated future funding dates or fair value of the company’s stock could result in changes
to the fair value of each financial instrument. There were no impairments of our assets measured and carried at fair value during the nine months ended
September 30, 2020. In addition, there were no changes in valuation techniques or inputs utilized or transfers between Level 1, Level 2 and Level for
any of the periods presented.
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An analysis of the changes in the Equity Commitment and Share Purchase Option are summarized as follows:
Equity Commitment (In thousands)

December 31, 2018 asset (liability) balance
Change in fair value
March 31, 2019 asset (liability) balance
Change in fair value
June 30, 2019 asset (liability) balance
Change in fair value
September 30, 2019 asset (liability) balance
Change in fair value
Settlement of Equity Commitment as a result of share purchase
December 31, 2019 asset (liability) balance
Change in fair value
March 31, 2020 asset (liability) balance
Change in fair value
June 30, 2020 asset (liability) balance
Change in fair value
Settlement of Equity Commitment as a result of share purchase
September 30, 2020 asset (liability) balance
Share Purchase Option (In thousands)

Amount

$ 11,412
(22,882)
(11,470)
4,560
(6,910)
(11,880)
(18,790)
(21,360)
38,150
(2,000)
(15,760)
(17,760)
9,110
(8,650)
(4,650)
5,530
$ (7,770)
Amount

December 31, 2018 liability balance
Change in fair value
March 31, 2019 liability balance
Change in fair value
June 30, 2019 liability balance
Change in fair value
September 30, 2019 liability balance
Change in fair value
December 31, 2019 liability balance
Change in fair value
March 31, 2020 liability balance
Change in fair value
June 30, 2020 liability balance
Change in fair value
September 30, 2020 liability balance

$ (5,380)
(600)
(5,980)
1,480
(4,500)
2,900
(1,600)
1,340
(260)
50
(210)
(690)
(900)
(30)
$ (930)
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8. Financial Statement Components
Restricted Cash
In connection with the lease agreement for our future headquarters in Cambridge, MA, entered into in July 2019, we were required to provide a
security deposit in the form of a letter of credit. During September 2020 we were required to increase the letter of credit $0.1 million upon executing an
amendment to that lease. We have classified this amount as restricted cash within our condensed consolidated balance sheet as of December 31, 2019
and September 30, 2020. Restricted cash was classified as a non-current asset for all periods presented as the associated lease term expires more than 12
months from such dates.
A reconciliation of the cash, cash equivalents and restricted cash reported within our condensed consolidated balance sheets that sum to the total
of the amounts shown in the condensed consolidated statements of cash flows is as follows:
As of

(In thousands)

Cash and cash equivalents
Restricted cash
Total cash, cash equivalents and restricted cash

September 30, 2019

September 30, 2020

$

$

$

55,913
4,131
60,044

$

12,808
4,200
17,008

Prepaid Expenses and Other Current Assets
Prepaid expenses and other current assets consisted of the following:
As of

(In thousands)

Prepaid clinical trial services
Prepaid research and development expenses
Other prepaid expenses
Other current assets
Prepaid expenses and other current assets

December 31, 2019

September 30, 2020

$

$

$

4,421
1,876
1,160
69
7,526

$

817
1,026
1,065
168
3,076

Property and Equipment, Net
Property and equipment, net consisted of the following:
As of

(In thousands)

Computer equipment
Furniture and fixtures
Leasehold improvements
Construction in progress
Less: Accumulated depreciation
Property and equipment, net

December 31, 2019

September 30, 2020

$

$

$

96
29
328
1,205
(182)
1,476

$

96
29
—
16,567
(72)
16,620

Depreciation expense for the three and nine months ended September 30, 2019, totaled $0.1 million and $0.1 million, respectively and for the
three and nine months ended September 30, 2020, totaled $0.0 million and $0.2 million, respectively.
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Other Long-Term Assets
Other long-term assets consisted of the following
As of

(In thousands)

Deferred expenses associated with financing activities
Other
Other long-term assets

December 31, 2019

September 30, 2020

$

$

1,485
622
2,107

$

$

5,052
554
5,606

We capitalize certain legal, professional accounting and other third-party fees that are directly associated with in-process equity financings as
deferred issuance costs until such financings are consummated. After consummation of the equity financing, these costs are recorded as a reduction of
the proceeds generated as a result of the offering. Should the planned equity financing be abandoned, the deferred issuance costs will be expensed
immediately as a charge to operating expenses in our condensed consolidated statements of operations and comprehensive loss.
As of December 31, 2019, other long-term assets include approximately $1.5 million of deferred expenses for professional fees directly associated
with our anticipated IPO and other financing activities. As of September 30, 2020, other long-term assets include approximately $5.1 million of deferred
expenses for professional fees directly associated with our business combination transaction with ARYA, as described below in Note 17, Subsequent
Events. In June 2020, upon signing of the term sheet for our business combination transaction with ARYA, we abandoned our previously anticipated
IPO and other financing activities and wrote-off approximately $2.5 million deferred financing costs directly associated with those efforts.
Accrued Expenses and Other Current Liabilities
Accrued expenses and other current liabilities consisted of the following:
As of

(In thousands)

External research and development services
Accrued compensation and personnel costs
Accrued construction-in-progress
Accrued deferred expenses associated with financing activities
Professional fees and consulting services
Other
Accrued expenses and other current liabilities

December 31, 2019

September 30, 2020

$

$

$

3,257
3,111
433
515
2,785
74
10,175

$

9,090
7,124
2,231
2,378
1,243
115
22,181

Other Long-Term Liabilities
Other long-term liabilities consisted of the following:
As of

(In thousands)

Equity Commitment liability
Share Purchase Option liability
Other
Other long-term liabilities

December 31, 2019

September 30, 2020

$

$

$
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2,000
260
28
2,288

$

7,770
930
360
9,060

Other Income (Expense), net
Other income (expense), net consisted of the following:
For the Three Months Ended
September 30,
2019
2020

(In thousands)

(Loss) gain on fair value remeasurement of Equity Commitment
(Loss) gain on fair value remeasurement of Share Purchase Option
Other, net
Other income (expense), net

$ (11,880)
2,900
—
$ (8,980)

$ (4,650)
(30)
(4)
$ (4,684)

For the Nine Months Ended
September 30,
2019
2020

$ (30,202)
3,780
(1)
$ (26,423)

$ (11,300)
(670)
(6)
$ (11,976)

9. Convertible Preferred Stock
As of December 31, 2019, the company’s Certificate of Incorporation, as amended and restated, authorized the company to issue 24,833,333
shares of $0.00001 per share par value preferred stock. Of these shares, 21,000,000 shares of the authorized Convertible Preferred Stock are designated
as “Series A-1 Preferred Stock” and 3,833,333 shares are designated as “Series A-2 Preferred Stock.” On July 8, 2020, the company’s Certificate of
Incorporation was further amended to authorize the company to issue 53,833,334 shares of preferred stock, $0.00001 par value per share. Of the
53,833,334 shares of preferred stock authorized, 50,000,000 shares are designated as “Series A-1 Preferred Stock” and 3,833,334 shares are designated
as “Series A-2 Preferred Stock.”
As discussed in Note 5, Pfizer License Agreement and Note 6, Equity Commitment and Share Purchase Option, to these condensed consolidated
financial statements, the company issued shares of Series A-1 and Series A-2 Preferred Stock (collectively, Convertible Preferred Stock) in connection
with the Pfizer License Agreement. On the Transaction Date, Bain Investor purchased for an aggregate of $115.0 million less issuance costs of
$0.8 million; 6,900,000 shares of Series A-1 Preferred Stock, 4,600,000 shares of Series A Common Stock, the Share Purchase Option and the Equity
Commitment. The net proceeds were allocated to the Equity Commitment and the Share Purchase Option at their respective fair values and the
remainder to the Series A-1 Preferred Stock, Series A-2 Preferred Stock, and Series A Common Stock based on their relative fair values. Also on the
Transaction Date, the company issued 3,833,333.33 shares of Series A-2 Preferred Stock in exchange for the exclusive license and development rights
of certain central nervous system compounds. During 2019 Bain Investor contributed an additional $60.1 million of the Equity Commitment to fund
operations in exchange for 4,207,525 additional shares of Series A-1 Preferred Stock and 1,798,225 additional shares of Series A Common Stock.
On July 8, 2020, pursuant to the Stock Purchase Agreement, Bain Investor contributed an additional $25.0 million in exchange for an additional
1,750,000 shares of Series A-1 Preferred Stock and an additional 750,000 shares of Series A Common Stock (collectively, the Additional Financing
Shares). In connection with this issuance, the parties entered into an agreement, pursuant to which the company and Bain Investor agreed that if the
company or its successor (including any new parent company to the company) completed a private placement, including a private investment in public
equity in connection with a business combination between the company and a special purpose acquisition company or a Series B financing, prior to
December 31, 2020 (Near Term Future Financing), the Additional Financing Shares shall be exchanged for a number of newly issued shares identical to
the shares issued in such Near Term Future Financing in an aggregate amount equal to $25.0 million divided by the per share price paid by the other
purchasers in such Near Term Future Financing.
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As of the respective balance sheet dates, Convertible Preferred Stock consisted of the following:

(In thousands, except share amounts)

Series A-1 Preferred Stock
Series A-2 Preferred Stock
Total convertible preferred stock

(In thousands, except share amounts)

Series A-1 Preferred Stock
Series A-2 Preferred Stock
Total convertible preferred stock

Preferred
Shares
Authorized

As of December 31, 2019
Preferred
Shares
Issued and
Carrying
Liquidation
Outstanding
Value
Preference

Common
Stock Issuable
Upon
Conversion

21,000,000
3,833,333
24,833,333

11,107,525 $147,746 $ 111,075
3,833,333
98,132
66,850
14,940,858 $245,878 $ 177,925

11,107,525
6,685,009
17,792,534

Preferred
Shares
Authorized

As of September 30, 2020
Preferred
Shares
Issued and
Carrying
Liquidation
Outstanding
Value
Preference

Common
Stock Issuable
Upon
Conversion

50,000,000
3,833,333
53,833,333

12,857,525 $ 169,117 $ 128,575
3,833,333
98,132
78,103
16,690,858 $267,249 $ 206,678

12,857,525
7,810,320
20,667,845

Upon closing of our business combination transaction with ARYA, as described in Note 17, Subsequent Events, all outstanding shares of preferred
stock were exchanged for shares of common stock of New Cerevel.
Rights and Preferences
As of December 31, 2019, and September 30, 2020, the holders of the Convertible Preferred Stock had the following rights and preferences:
Voting
The holders of our Convertible Preferred Stock are entitled to vote, together with the holders of Common Stock, on all matters submitted to
stockholders for a vote and have the right to vote the number of shares equal to the number of shares of Common Stock into which such Convertible
Preferred Stock could convert on the record date for determination of stockholders entitled to vote. In addition, holders of Series A-1 Preferred Stock,
voting as a separate class, are entitled to an additional number of votes equal to the number of shares of Series A Common Stock held by such holder.
Dividends
The holders of our Convertible Preferred Stock are entitled to receive dividends or other distributions payable in securities of the company
whenever funds are legally available and when declared by the board of directors in an amount equal to the amount of such securities or other property
as they would have received if all outstanding shares of Preferred Stock had been converted into Common Stock on the date of such event. No dividends
have been declared or paid by us since our Inception.
Liquidation Preference
In the event of any voluntary or involuntary liquidation, dissolution or winding up of the Corporation or Deemed Liquidation Event, the holders of
shares of Series A Preferred Stock then outstanding shall be entitled to be paid out of the assets of the Corporation available for distribution to our
stockholders before any payment shall be made to the holders of Common Stock by reason of their ownership thereof, an amount per share equal to:
(A)

in the case of the Series A-1 Preferred Stock, the greater of (i) the sum of the Series A-1 Original Issue Price, plus an amount equal to all
declared and unpaid dividends on the Series A-1 Preferred Stock and (ii) such amount per share as would have been payable had all shares
of Series A-1 Preferred Stock been converted into Common Stock immediately prior to such liquidation, dissolution, winding up or
Deemed Liquidation Event; and
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(B)

in the case of the Series A-2 Preferred Stock, the greater of (i) the sum of the Series A-2 Original Issue Price, plus an amount equal to all
declared and unpaid dividends on the Series A-2 Preferred Stock, provided, the number of shares of Series A-2 Preferred Stock outstanding
shall equal the number of shares of Common Stock that such shares would convert into on the date of such distribution and (ii) such
amount per share as would have been payable had all shares of Series A-2 Preferred Stock been converted into Common Stock
immediately prior to such liquidation, dissolution, winding up or Deemed Liquidation Event.

If upon any such liquidation, dissolution or winding up of the corporation or Deemed Liquidation Event, the assets of the Corporation available
for distribution to our stockholders shall be insufficient to pay the holders of shares of Series A-1 Preferred Stock and Series A-2 Preferred Stock the full
amount to which they shall be entitled under Section 2.1, of the Certificate of Incorporation, as amended a restated, the holders of shares of Series A-1
Preferred Stock and Series A-2 Preferred Stock shall share ratably in any distribution of the assets available for distribution in proportion to the
respective amounts which would otherwise be payable in respect of the shares of Series A-1 Preferred Stock and Series A-2 Preferred Stock,
respectively, held by them upon such distribution if all amounts payable on or with respect to such shares were paid in full.
We have classified the Convertible Preferred Stock as a separate line item and not as a component of total stockholders’ (deficit) equity because
the exchange feature is outside of our control.
Conversion
In accordance with the terms of the Certificate of Incorporation, as amended and restated, each share of Series A-1 and Series A-2 Preferred Stock
is convertible into common stock. Each share of Series A-1 Preferred Stock shall be convertible, at the option of the holder thereof, at any time and from
time to time, and without the payment of additional consideration by the holder thereof, into such number of fully paid and nonassessable shares of
Series A Common Stock as is determined by dividing (x) the Series A-1 Preferred Original Issue Price by the (y) Series A-1 Conversion Price (which is
initially equal to the Series A-1 Preferred Original Issue Price) in effect at the time of conversion.
Each share of Series A-2 Preferred Stock shall be convertible, at the option of the holder thereof, at any time and from time to time, and without
the payment of additional consideration by the holder thereof, into such number of fully paid and nonassessable shares of Common Stock as is
determined by dividing the Series A-2 Original Issue Price by the Series A-2 Conversion Price (as defined below) in effect at the time of conversion.
The Series A-2 Conversion Price is effective through the Series A-2 Anti-Dilution Termination Time, which is defined as the time and date at
which the company has received $350.0 million in aggregate gross cash proceeds in exchange for equity interests of the company. The Series A-2
Conversion Price is defined as the total number of shares of Series A-2 Preferred Stock issued on the Series A Original Issue Date multiplied by the
Series A-2 Original Issue Price, divided by 1/3 of the total shares of Common Stock outstanding (including any Common Stock underlying any
Convertible Securities (other than shares of Common Stock underlying, or issued upon conversion of, shares of the Series A-2 Preferred Stock), Equity
Awards and Plan Shares), and (y) on or after the Dilution Date, the amount set forth in clause (x) less 25% of the excess, if any, of Plan Shares issued on
or after the Dilution Date over the Plan Shares Cap.
In the event of a public offering of at least $100.0 million, all preferred shares including the Series A-2 Preferred Stock, will automatically convert
to common stock at the then conversion ratio inclusive of the proceeds from the offering. If such a qualified offering occurs and subsequent to the
offering the Equity Commitment has not been fulfilled, the holders of the Series A-2 will receive a warrant to acquire shares of common stock at an
exercise price of $0.01 per share equal to the number of shares they would be entitled pursuant to the Series A-2 conversion ratio.
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10. Common Stock
As of December 31, 2019, our Certificate of Incorporation, as amended and restated, authorized the company to issue 60,000,000 shares of
$0.00001 par value per share common stock. Of these shares, 14,000,000 shares of the authorized common stock are designated as “Series A Common
Stock,” which is identical in all respects to the Common Stock, other than for the designation “Series A Common Stock.” On July 8, 2020, the
company’s Certificate of Incorporation was further amended to authorize the company to issue 200,000,000 shares of common stock, $0.00001 par
value per share. Of the 200,000,000 shares of common stock authorized, 100,000,000 shares are designated as “Series A Common Stock,” which are
identical in all respects to the common stock, other than for the designation as “Series A Common Stock.”
On July 8, 2020, pursuant to the Stock Purchase Agreement, Bain Investor contributed an additional $25.0 million in exchange for an additional
1,750,000 shares of Series A-1 Preferred Stock and an additional 750,000 shares of Series A Common Stock. In connection with this issuance, the
parties entered into an agreement, pursuant to which the company and Bain Investor agreed that if the company or its successor (including any new
parent company to the company) completed a private placement, including a private investment in public equity in connection with a business
combination between the company and a special purpose acquisition company or a Series B financing, prior to December 31, 2020 (Near Term Future
Financing), the Additional Financing Shares shall be exchanged for a number of newly issued shares identical to the shares issued in such Near Term
Future Financing in an aggregate amount equal to $25.0 million divided by the per share price paid by the other purchasers in such Near Term Future
Financing. As a result of this exchange feature, we have classified the common stock as a separate line item and not as a component of total
stockholders’ (deficit) equity because the exchange feature is outside of our control.
Upon closing of our business combination transaction with ARYA, as described in Note 17, Subsequent Events, all outstanding shares of common
stock were exchanged for shares of common stock of New Cerevel.
Rights and Preferences
The voting, dividend and liquidation rights of the holders of our Common Stock are subject to and qualified by the rights, powers and preferences
of the holders of the Convertible Preferred Stock set forth in Note 9, Convertible Preferred Stock, above. As of December 31, 2019, and September 30,
2020, the holders of the Common Stock had the following rights and preferences:
Voting
The holders of our Common Stock are entitled to one vote for each share of Common Stock held at all meetings of stockholders (and written
actions in lieu of meetings), and there is no cumulative voting.
Dividends
Common stockholders are entitled to receive dividends whenever funds are legally available and when declared by the board of directors. When
dividends are declared on shares of common stock, we must declare at the same time a dividend payable to the holders of the Convertible Preferred
Stock equivalent to the dividend amount they would receive if each preferred share were converted into common stock. We may not pay dividends to
common stockholders until all dividends accrued or declared but unpaid on the Convertible Preferred Stock have been paid in full. No dividends have
been declared to date.
Conversion
As of September 30, 2020, the company had 192,826,775 shares of common stock available for the conversion of outstanding shares of the
Convertible Preferred Stock (See Note 9, Convertible Preferred Stock), the exercise of outstanding stock options and the number of shares remaining
available for grant under the company’s 2018 Equity Incentive Plan (See Note 11, Equity-Based Compensation) as well as the exercise of the Share
Purchase Option (See Note 6, Equity Commitment and Share Purchase Option), assuming the Share Purchase Option became a warrant to purchase
common stock at the applicable Series A-1 Preferred Stock conversion ratio.
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11. Equity-Based Compensation
Equity-based Compensation Expense
The following table summarizes equity-based compensation expense included in our condensed consolidated statements of operations and
comprehensive loss:
For the Three Months Ended
September 30,
2019
2020

In thousands

Research and development
General and administrative
Total equity-based compensation expense included in net income

$
$

879
1,820
2,699

$
$

1,059
2,413
3,472

For the Nine Months Ended
September 30,
2019
2020

$
$

1,530
2,262
3,792

$
$

2,883
6,981
9,864

2018 Equity Incentive Plan
Our 2018 Equity Incentive Plan, as amended (the 2018 Plan), provides for us to sell or issue common stock or restricted common stock, or to grant
incentive stock options or nonqualified stock options for the purchase of common stock, to employees, officers, directors, consultants and advisors of the
company. Incentive stock options may only be granted to employees. The 2018 Plan is administered by the plan administrator, provided therein, which
has discretionary authority, subject only to the express provisions of the 2018 Plan, to interpret the 2018 Plan; determine eligibility for and grant awards;
determine form of settlement of awards (whether in cash, shares of stock, other property or a combination of the foregoing), determine, modify, or waive
the terms and conditions of any award; prescribe forms, rules and procedures; and otherwise do all things necessary to carry out the purposes of the 2018
Plan. The exercise price of each award requiring exercise will be 100% of the fair market value of stock subject to the award, determined as of the date
of the grant, or such higher amount as the Administrator may determine in connection with the grant, and the term of stock option may not be greater
than ten years. The vesting and other restrictions are determined at the discretion of the plan administrator. We generally grant equity-based awards with
service, market and performance conditions.
The total number of shares of common stock that may be issued under the 2018 Plan was 5,384,615, of which 52,317 shares remained available
for future grant at September 30, 2020. All outstanding awards under the 2018 Plan were converted to awards under the 2020 New Cerevel Plan as part
of our business combination transaction described in Note 17, Subsequent Events.
Stock Options
Stock options granted under the 2018 Plan generally vest, if at all, as follows: 25% of the Available Vesting Amount (defined below) will vest on
the first anniversary of the vesting start date, with the remaining 75% of the Available Vesting Amount to vest ratably in 36 equal monthly installments
thereafter until the award fully vests upon the fourth anniversary of the vesting start date. The vesting of these awards is generally contingent upon the
respective grantee’s continued employment. The Available Vesting Amount is equal to the number of shares subject to the stock option multiplied by an
equity ratio of total capital received from investors (up to a maximum of $350.0 million) divided by $350.0 million. The total amount of shares for each
award is capped at a specified maximum percentage of our fully diluted shares for each award, which for all awards, in total, represents 10% of our fully
diluted shares at the point in time the first $350.0 million of funding is achieved. Based on the terms of the awards, we concluded that such awards
include both a market and performance condition. We have included the market condition in our valuation of the options granted and, as of December
31, 2019 and September 30, 2020, we determined that the achievement of the performance condition was probable of being met, given the terms and
conditions of the Equity Commitment.
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In February 2020 the company granted 263,846 stock options to employees under the 2018 Plan with a weighted-average grant date fair value of
$10.50 per share and a weighted-average strike price of $20.84. The assumptions that we used to determine the fair value of stock options granted to
employees on that date were as follows, presented on a weighted-average basis:
February 2020 Issuance—2018 Plan

Risk free interest rate
Expected term (in years)
Expected volatility
Expected dividend yield

1.56%
6.01
105.0%
0.0%

On July 29, 2020, the company granted an additional 86,152 stock options to employees under the 2018 Plan with a weighted-average grant date
fair value of $18.64 per share and a weighted-average strike price of $31.81. These grants were made to employees hired during 2020 who had not
previously received awards under our 2018 Plan. The assumptions that we used to determine the fair value of stock options granted to employees on that
date were as follows, presented on a weighted-average basis:
July 29, 2020 Issuance—2018 Plan

Risk free interest rate
Expected term (in years)
Expected volatility
Expected dividend yield

0.56%
5.94
100.0%
0.0%

2020 Equity Incentive Plan
On July 27, 2020, our Board of Directors approved the 2020 Equity Incentive Plan (2020 Plan), pursuant to which 355,888 shares of common
stock were reserved for issuance, of which no shares remained available for future grant at September 30, 2020. The vesting eligibility and
administration of our 2020 Plan is substantially identical to our 2018 Plan. All outstanding awards under the 2020 Plan were converted to awards under
the 2020 New Cerevel Plan as part of the transaction described in Note 17, Subsequent Events.
Stock Options
On July 29, 2020, the company granted 355,888 stock options under the 2020 Plan with a weighted-average grant date fair value of $19.83 per
share and a weighted-average strike price of $31.81. These grants were made to employees hired during 2020 who had not previously received awards
under our 2018 Plan. No shares remain available for future grant under the 2020 Plan. The assumptions that we used to determine the fair value of stock
options granted to employees on that date were as follows, presented on a weighted-average basis:
July 29, 2020 Issuance—2020 Plan

Risk free interest rate
Expected term (in years)
Expected volatility
Expected dividend yield

0.58%
5.98
100.0%
0.0%

12. Net Loss Per Share
The following table sets forth the computation of the basic and diluted net loss per share:
For the Three Months Ended
September 30,
2019
2020

(In thousands, except per share data)

Numerator:
Net loss
Denominator:
Weighted-average common shares outstanding
Net loss per share, basic and diluted

$ (35,597)

$
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4,608
(7.73)

For the Nine Months Ended
September 30,
2019
2020

$ (39,040)

$ (72,129)

$ (118,965)

7,112
(5.49)

4,605
$ (15.66)

$

$

6,648
(17.89)

Since we were in a loss position for all periods presented, diluted net loss per share is the same as basic net loss per share as the inclusion of all
potential dilutive securities would have been anti-dilutive. The shares in the table below were excluded from the calculation of diluted net loss per share,
prior to the use of the treasury stock or two class methods, due to their anti-dilutive effect:

Stock options outstanding
Restricted stock units outstanding
Shares to be issued upon settlement of remaining Equity Commitment
Shares to be issued upon exercise of Share Purchase Option
Series A-1 Preferred Stock outstanding
Series A-2 Preferred Stock outstanding
Total

As of
September 30,
September 30,
2019
2020

4,821,917
40,000
23,494,250
10,000,000
6,903,450
13,290,639
58,550,256

5,638,186
25,000
14,994,250
10,000,000
12,857,525
13,562,729
57,077,690

13. Income Taxes
During the nine months ended September 30, 2019 and 2020, the company has not recorded income tax benefits for net operating losses incurred
or for the research and development tax credits generated in each period due to the uncertainty of realizing a benefit from those items. The benefit
recognized for the nine months ended September 30, 2020, was related to the changes in the company’s valuation allowance. The company’s tax
provision and the resulting effective tax rate for interim periods is determined based upon its estimated annual effective tax rate, adjusted for the effect
of discrete items arising during the interim quarterly period. The impact of such inclusions could result in a higher or lower effective tax rate during a
particular quarterly period, based upon the mix and timing of actual earnings or losses versus annual projections. In each quarterly period, the company
updates its estimate of the annual effective tax rate, and if the estimated annual tax rate changes, a cumulative adjustment is made in that quarter.
The company has evaluated the positive and negative evidence bearing upon its ability to realize its deferred tax assets, which primarily consist of
net operating loss carryforwards. The company has considered its history of cumulative net losses, estimated future taxable income and prudent and
feasible tax planning strategies and has concluded that it is more likely than not that the company will not realize the benefits of its deferred tax assets.
As a result, as of December 31, 2019 and September 30, 2020, the company has recorded a full valuation allowance against its net deferred tax assets.
On March 27, 2020, the Coronavirus Aid, Relief and Economic Security (CARES) Act was passed by the U.S. Congress and signed into law by
the President of the U.S. The CARES Act, among other things, includes certain provisions for individuals and corporations; however, these benefits do
not impact the company’s income tax provision.
14. Legal Proceedings
The company, from time to time, may be party to litigation arising in the ordinary course of business. The company was not subject to any
material legal proceedings as of December 31, 2019 or September 30, 2020, and, to the best of our knowledge, no material legal proceedings are
currently pending or threatened.
15. Commitments and Contingencies
As of December 31, 2019 and September 30, 2020, we have several ongoing clinical studies in various clinical trial stages. Our most significant
contracts relate to agreements with CROs for clinical trials and preclinical studies and CMOs, which we enter into in the normal course of business. The
contracts with CROs and CMOs are generally cancellable, with notice, at our option.
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Guarantees and Indemnification Obligations
We enter into standard indemnification agreements in the ordinary course of business. Pursuant to these agreements, we indemnify and agree to
reimburse the indemnified party for losses and costs incurred by the indemnified party in connection with any patent, copyright, trade secret or other
intellectual property or personal right infringement claim by any third party with respect to our technology. The term of these indemnification
agreements is generally perpetual after execution of the agreement. In addition, we have entered into indemnification agreements with members of our
board of directors that will require us, among other things, to indemnify them against certain liabilities that may arise by reason of their status or service
as directors or officers. The maximum potential amount of future payments we could be required to make under these indemnification agreements is
unlimited. To date, we have not incurred any losses or any material costs related to these indemnification obligations and no claims with respect thereto
were outstanding. We do not believe that the outcome of any claims under indemnification arrangements will have a material effect on our financial
position, results of operations and cash flows, and we have not accrued any liabilities related to such obligations in our condensed consolidated financial
statements as of December 31, 2019 or September 30, 2020.
16. Related Party Transactions
As of December 31, 2019 and September 30, 2020, Pfizer held 3,833,333.33 shares of Series A-2 Preferred Stock and had appointed two members
to our board of directors. For additional information on our license agreement with Pfizer, please read Note 5, Pfizer License Agreement, to these
condensed consolidated financial statements.
As of December 31, 2019 and September 30, 2020, Bain Investor held 11,107,525 and 12,857,525 shares of Series A-1 Preferred Stock, 6,398,225
and 7,148,225 shares of Series A Common Stock, respectively, and had appointed three members to our board of directors.
Management Agreement
In connection with the initial financing, on the Transaction Date, the company entered into an agreement with Bain Capital Private Equity, LP and
Bain Capital Life Sciences, LP, which are entities related to Bain Investor, whereby such entities will provide certain management services to us for a
fee of $1.0 million per year, paid in quarterly, non-refundable installments (Management Agreement). In addition, this agreement obligated the company
to pay such entities, in the aggregate, a $5.0 million fee upon the completion of a qualified public offering or change of control transaction, less any
quarterly fees previously paid to such entities. Pursuant to this agreement, we incurred management fees to Bain Capital Private Equity, LP and Bain
Capital Life Sciences, LP totaling $0.3 million and $0.8 million for the three and nine months ended September 30, 2019 and 2020, respectively. Upon
completion of our business combination transaction with ARYA, described in Note 17, Subsequent Events, we paid the remaining approximately
$3.0 million of management fees payable under the Management Agreement and no additional fees are payable pursuant to this agreement.
Following the closing of the business combination transaction with ARYA, New Cerevel expects to enter into a new management agreement with
Bain Capital Private Equity, LP and Bain Capital Life Sciences, LP providing for the expense reimbursement and indemnification of such entities.
17. Subsequent Events
We have completed an evaluation of all subsequent events after the unaudited balance sheet date of September 30, 2020, through November 12,
2020, the issuance date of these financial statements, to ensure that these condensed consolidated financial statements include appropriate disclosure of
events both recognized in the condensed consolidated financial statements as of September 30, 2020, and events which occurred subsequently but were
not recognized in the condensed consolidated financial statements. The company has concluded that no subsequent events other than the following have
occurred that require disclosure:
ARYA Business Combination
On October 27, 2020, we completed a business combination transaction between us and ARYA pursuant to the business combination agreement
dated July 29, 2020, as amended on October 2, 2020. Upon closing of the business combination transaction, the combined company was renamed
Cerevel Therapeutics Holdings, Inc. (New Cerevel), the company became a wholly owned subsidiary of New Cerevel and the Stock Purchase
Agreement, the Equity Commitment and the Share Purchase Option were terminated.
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Pursuant to the terms of the business combination agreement, the shareholders of the company exchanged their interests in the company for shares
of common stock of New Cerevel. In addition, awards under the company’s existing equity incentive plans, including the 2018 Plan and the 2020 Plan,
were exchanged for awards issued under a new equity incentive plan adopted by New Cerevel.
Net proceeds from this transaction totaled approximately $439.5 million which included funds held in ARYA’s trust account and the completion of
a concurrent private investment in PIPE financing, inclusive of the $25.0 million received for the Additional Financing Shares discussed above, pursuant
to which certain investors agreed to subscribe for and purchased and aggregate of $320.0 million of common stock of New Cerevel (PIPE Financing).
The shareholders of ARYA approved the transaction on October 26, 2020. The transaction was previously approved by Cerevel Therapeutics
shareholders. New Cerevel will continue to operate under the Cerevel management team, led by chairperson and chief executive officer Tony Coles,
M.D.
2020 New Cerevel Equity Incentive Plan
On October 27, 2020, our Board of Directors approved the 2020 New Cerevel Equity Incentive Plan (2020 New Cerevel Plan), pursuant to which
24,050,679 shares of common stock were reserved for issuance. The 2020 New Cerevel Plan provides for New Cerevel to grant incentive stock options
or nonqualified stock options for the purchase of common stock, stock appreciation rights, restricted stock awards, restricted stock units, unrestricted
stock Awards, cash-based awards, and dividend equivalent rights, to employees, officers, directors and consultants of New Cerevel. Incentive stock
options may only be granted to employees. The 2020 New Cerevel Plan is administered by the plan administrator, provided therein, which has
discretionary authority, subject only to the express provisions of the 2020 New Cerevel Plan, to interpret the 2020 New Cerevel Plan; determine
eligibility for and grant awards; determine form of settlement of awards (whether in cash, shares of stock, other property or a combination of the
foregoing), determine, modify, or waive the terms and conditions of any award; prescribe forms, rules and procedures; and otherwise do all things
necessary to carry out the purposes of the 2020 New Cerevel Plan.
The exercise price of each award requiring exercise will be 100% of the fair market value of stock subject to the award, determined as of the date
of the grant, or such higher amount as the Administrator may determine in connection with the grant, and the term of stock option may not be greater
than ten years. The vesting and other restrictions are determined at the discretion of the plan administrator.
Upon closing of our business combination transaction with ARYA, as described above, New Cerevel granted 1,269,601 stock options under the
2020 New Cerevel Plan with a weighted-average grant date fair value of $7.63 per share and weighted-average strike price of $9.88. In addition, 71,350
shares of restricted stock and 11,108,915 stock options were issued under the 2020 New Cerevel Plan in exchange for awards previously issued under
the company’s current 2018 Plan and the 2020 Plan.
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