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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark one)

x  QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the quarterly period ended March 31, 2014

OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the transition period from to

Commission File Number 001-36177

GlycoMimetics, Inc.

(Exact name of registrant as specified in its charter)
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Delaware 06-1686563
(State or Other Jurisdiction of (LLR.S. Employer
Incorporation or Organization) Identification No.)

401 Professional Drive, Suite 250

Gaithersburg, Maryland 20879
(Address of principal executive offices) (Zip Code)
(240) 243-1201

(Registrant s telephone number, including area code)
N/A

(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Website, if any,
every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of
this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit and
post such files). Yes x No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller reporting
company in Rule 12b-2 of the Securities Exchange Act of 1934.

Large accelerated filer ~ Accelerated filer

Non-accelerated filer x (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Securities Exchange
Actof 1934). Yes © No x

The number of outstanding shares of the registrant s common stock, par value $0.001 per share, as of the close of
business on May 8, 2014 was 18,793,464.
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Part I. FINANCIAL INFORMATION

Item 1. Financial Statements

(A Development-Stage Enterprise)

Assets

Current Assets:

Cash and cash equivalents

Prepaid expenses and other current assets

Total current assets
Property and equipment, net

Total assets

Liabilities & Stockholders Equity
Current liabilities:

Accounts payable

Accrued bonuses

Accrued expenses

Current portion of deferred rent

Total current liabilities
Deferred rent

Total liabilities
Stockholders equity:

Preferred Stock; $0.001 par value; 5,000,000 shares authorized, no shares issued

GLYCOMIMETICS, INC.

Balance Sheets

and outstanding at March 31, 2014 and December 31, 2013

Series A-1 Convertible Preferred Stock; $0.001 par value; no shares authorized,

issued or outstanding at March 31, 2014; 60,342,745 shares authorized,
30,726,326 shares issued and outstanding at December 31, 2013

Common stock; $0.001 par value; 100,000,000 authorized, 18,781,952 issued
and outstanding at March 31, 2014; 70,258,276 authorized; 1,426,593 shares

issued and outstanding at December 31, 2013

Additional paid-in capital

Deficit accumulated during the development stage

Table of Contents

March 31,
2014
(unaudited)

$ 56,966,028
719,019

57,685,047
379,099

$ 58,064,146

$ 1,797,042
177,500
559,955
107,686

2,642,183
67,785

2,709,968

18,783
123,712,654
(68,377,259)

December 31,
2013

$ 2,310,603
2,573,072

4,883,675
399,799

$ 5283474

$ 1,144,895
344,467
685,746
104,191

2,279,299
96,756

2,376,055

30,726

1,428
66,150,674
(63,275,409)



Edgar Filing: GLYCOMIMETICS INC - Form 10-Q
Total stockholders equity 55,354,178 2,907,419

Total liabilities and stockholders equity $ 58,064,146 $ 5,283,474

The accompanying notes are an integral part of the unaudited financial statements.
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GLYCOMIMETICS, INC.

(A Development-Stage Enterprise)

Unaudited Statements of Operations and Comprehensive Income (Loss)

Revenue

Costs and expenses:
Research and development expense
Selling, general and administrative expense

Total costs and expenses

(Loss) income from operations

Other income (expense):
Interest income (expense), net
Other expense, net

Total other income (expense)

Net (loss) income and comprehensive (loss) income

Net (loss) income share basic

Net (loss) income per share diluted
Weighted average shares outstanding basic
Weighted average shares outstanding diluted

The accompanying notes are an integral part of the unaudited financial statements.

Table of Contents

Three Months Ended
March 31,

2014 2013
$ $ 3,807,592
3,881,720 2,742,932
1,224,903 605,938
5,106,623 3,348,870
(5,106,623) 458,722
4,773 965
4,773 965
$ (5,101,850) $ 459,687
$ 0.30) $ 0.49
$ 0.30) $ 0.04
17,232,566 930,529
17,232,566 11,128,733

Period from
May 21, 2003
(date of inception)

to March 31,

2014
23,594,763

74,682,389
17,211,747

91,894,136

(68,299,373)

(167,564)
89,678

(77,886)

(68,377,259)
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GLYCOMIMETICS, INC.

(A Development-Stage Enterprise)

Unaudited Statements of Cash Flows

Operating activities

Net (loss) income

Adjustments to reconcile net (loss) income net cash used in
operating activities:

Depreciation

Loss on retirement of property and equipment
Amortization of imputed interest on notes payable
Amortization of debt discount

Sales proceeds

Compensation expense from stock option grants
Issuance of Series A Convertible Preferred Stock for
services

Acquired in process research and development paid with
Series A Convertible Preferred Stock and notes payable
Changes in assets and liabilities

Prepaid expenses and other current assets

Accounts payable

Accrued expenses

Deferred revenue

Deferred rent

Net cash used in operating activities

Investing activities
Restricted cash
Purchases of property and equipment

Net cash used in investing activities

Financing activities

Proceeds from issuance of Convertible Preferred Stock, net
of issuance costs

Proceeds from issuance of common stock, net of issuance
costs

Proceeds from notes payable

Proceeds from exercise of stock options

Table of Contents

Three Months Ended
March 31,
2014 2013
$ (5,101,850) $ 459,687
34,620 31,940
292,216 108,011
1,854,053 54,889
652,147 (319,431)
(292,758) (381,638)
(3,807,592)
(25,476) (22,374)
(2,587,048) (3,876,508)
(13,920) (6,824)
(13,920) (6,824)
57,256,393

Period from
May 21, 2003

(date of inception)

$

to March 31,

2014
(68,377,259)
1,173,585
172,584
19,200
205,899
3,531
1,708,116
300,000
660,802
(636,319)
1,797,062
1,521,697
175,471

(61,275,631)

(254,900)
(1,556,387)

(1,811,287)

45,120,901

57,256,393
18,488,929
560,129
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Repayments of notes payable

Net cash provided by financing activities 57,256,393

Net increase (decrease) in cash and cash equivalents 54,655,425 (3,883,332)
Cash and cash equivalents, beginning of period 2,310,603 17,372,832
Cash and cash equivalents, end of period $56,966,028  $13,489,500 3

Supplemental schedule of noncash financing activities:
Conversion of Series A Convertible Preferred Stock to
Common Stock $ 38,805,055 $ $

The accompanying notes are an integral part of the unaudited financial statements.
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(1,373,406)

120,052,946
56,966,028

56,966,028

38,805,055
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GLYCOMIMETICS, INC.
(A Development-Stage Enterprise)
Notes to Unaudited Financial Statements
1. Description of the Business

GlycoMimetics, Inc. (the Company), a Delaware corporation, is a clinical stage biotechnology company focused on
the discovery and development of novel glycomimetic drugs to address unmet medical needs resulting from diseases
in which carbohydrate biology plays a key role. Glycomimetics are molecules that mimic the structure of
carbohydrates involved in important biological processes. Using its expertise in carbohydrate chemistry and
knowledge of carbohydrate biology, the Company is developing a pipeline of proprietary glycomimetics that inhibit
disease-related functions of carbohydrates, such as the roles they play in inflammation, cancer and infection. The
Company was incorporated on April 4, 2003 and commenced operations on May 21, 2003. The Company is
headquartered in Gaithersburg, Maryland.

On January 15, 2014, the Company completed an initial public offering of its common stock, which resulted in the
sale of 8,050,000 shares, including all additional shares available to cover over-allotments, at a price to the public of
$8.00 per share. The Company received net proceeds of approximately $57.3 million.

The Company s executive personnel have devoted substantially all of their time to date to the planning and
organization of the Company, the process of hiring scientists, initiating research and development programs and
securing adequate capital for anticipated growth and operations. Accordingly, the Company is considered to be in the
development stage as defined in Accounting Standards Codification (ASC) 915, Development Stage Entities.

2. Significant Accounting Policies
Basis of Accounting

The accompanying financial statements were prepared based on the accrual method of accounting in accordance with
U.S. generally accepted accounting principles (GAAP).

Unaudited Financial Statements

The accompanying balance sheet as of March 31, 2014 and statements of operations and comprehensive income (loss)
and cash flows for the three months ended March 31, 2014 and 2013 and period from May 21, 2003 (date of
inception) to March 31, 2014 are unaudited. These unaudited financial statements have been prepared in accordance
with the rules and regulations for the United States Securities and Exchange Commission for interim financial
information. Accordingly, they do not include all of the information and footnotes required by GAAP for complete
annual financial statements. These financial statements should be read in conjunction with the audited financial
statements and the accompanying notes for the year ended December 31, 2013 contained in the Company s Annual
Report on Form 10-K filed with the SEC on March 31, 2014. The unaudited interim financial statements have been
prepared on the same basis as the annual financial statements and, in the opinion of management, reflect all
adjustments (consisting of normal recurring adjustments) necessary to state fairly the Company s financial position as
of March 31, 2014, and the results of operations and cash flows for the three months ended March 31, 2014 and 2013
and period from May 21, 2003 (date of inception) to March 31, 2014. The December 31, 2013 balance sheet included
herein was derived from audited financial statements, but does not include all disclosures including notes required by
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GAAP for complete annual financial statements. The financial data and other information disclosed in these notes to
the financial statements related to the three months ended March 31, 2014 and 2013 are unaudited. Interim results are
not necessarily indicative of results for an entire year.

Segment Information

Operating segments are defined as components of an enterprise about which separate discrete information is available
for evaluation by the chief operating decision maker, or decision-making group, in deciding how to allocate resources
and in assessing performance. The Company views its operations and manages its business in one segment, which is
the identification and development of glycomimetic compounds.

Use of Estimates
The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of assets and liabilities at the date

of the financial statements and the reported amounts of revenues and expenses during the reporting periods. Although
actual results could differ from those estimates, management does not believe that such differences would be material.
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Edgar Filing: GLYCOMIMETICS INC - Form 10-Q

Table of Conten
Cash and Cash Equivalents

Cash and cash equivalents consist of certificates of deposit and investment in money market funds with commercial
banks and financial institutions. The Company considers all investments in highly liquid financial instruments with an
original maturity of three months or less at the date of purchase to be cash equivalents. Cash equivalents are stated at
amortized cost, plus accrued interest, which approximates fair value.

Restricted Cash

The Company is required to maintain certificates of deposit that serve as collateral for operating leases and credit card
accounts. Amounts classified as restricted cash were $83,000 at March 31, 2014 and December 31, 2013, and are
presented within prepaid expenses and other current assets.

Fair Value Measurements

The Company s financial instruments include cash and cash equivalents. The fair values of the financial instruments
approximated their carrying values at March 31, 2014 and December 31, 2013, due to their short-term maturities. The
Company accounts for recurring and nonrecurring fair value measurements in accordance with ASC 820, Fair Value
Measurements. ASC 820 defines fair value, establishes a fair value hierarchy for assets and liabilities measured at fair
value, and requires expanded disclosures about fair value measurements. The ASC hierarchy ranks the quality of
reliability of inputs, or assumptions, used in the determination of fair value, and requires assets and liabilities carried
at fair value to be classified and disclosed in one of the following three categories:

Level 1 Fair value is determined by using unadjusted quoted prices that are available in active markets for
identical assets and liabilities.

Level 2 Fair value is determined by using inputs, other than Level 1 quoted prices that are directly and
indirectly observable. Inputs can include quoted prices for similar assets and liabilities in active markets or
quoted prices for identical assets and liabilities in inactive markets. Related inputs can also include those
used in valuation or other pricing models that can be corroborated by observable market data.

Level 3 Fair value is determined by inputs that are unobservable and not corroborated by market data. Use of
these inputs involves significant and subjective judgments to be made by a reporting entity. In instances
where the determination of the fair value measurement is based on inputs from different levels of fair value
hierarchy, the fair value measurement will fall within the lowest level input that is significant to the fair
value measurement in its entirety.
The Company periodically evaluates financial assets and liabilities subject to fair value measurements to determine
the appropriate level at which to classify them each reporting period. This determination requires the Company to
make subjective judgments as to the significance of inputs used in determining fair value and where such inputs lie
within the ASC 820 hierarchy.

The Company had no assets or liabilities that were measured using quoted prices for similar assets and liabilities or

significant unobservable inputs (Level 2 and Level 3 assets and liabilities, respectively) as of March 31, 2014 and
December 31, 2013. The carrying value of cash held in money market funds of approximately $56.7 million and $2.2
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million as of March 31, 2014 and December 31, 2013, respectively, is included in cash and cash equivalents and
approximates market values based on quoted market prices (Level 1 inputs).

Concentration of Credit Risk

Credit risk represents the risk that the Company would incur a loss if counterparties failed to perform pursuant to the
terms of their agreements. Financial instruments that potentially expose the Company to concentrations of credit risk
consist primarily of cash and cash equivalents. Cash and cash equivalents consist of certificates of deposit and money
market funds with major financial institutions in the United States. These deposits and funds may be redeemed upon
demand and, therefore, bear minimal risk. The Company does not anticipate any losses on such balances.

Table of Contents 13
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Property and Equipment

Property and equipment are recorded at cost and depreciated on a straight-line basis over estimated useful lives
ranging from one to five years. Upon retirement or disposition of assets, the costs and related accumulated
depreciation are removed from the accounts and any resulting gain or loss is included in the results of operations.
Expenditures for repairs and maintenance are charged to operations as incurred; major replacements that extend the
useful life are capitalized. Depreciation and amortization are computed using the straight-line method over the
following estimated useful lives:

ESTIMATED USEFUL LIVES
Furniture, fixtures, and equipment 2 5 years
Laboratory equipment 1 5 years
Office equipment 1 5 years
Computer equipment 1 5 years
Leasehold improvements Shorter of lease term or useful life

Impairment of Long-Lived Assets

The Company periodically assesses the recoverability of the carrying value of its long-lived assets in accordance with
the provisions of ASC 360, Property, Plant, and Equipment. ASC 360 requires that long-lived assets and certain
identifiable intangible assets be reviewed for impairment whenever events or changes in circumstances indicate that
the carrying amount of an asset may not be recoverable. Recoverability of the long-lived asset is measured by a
comparison of the carrying amount of the asset to future undiscounted net cash flows expected to be generated by the
asset. If the carrying value exceeds the sum of undiscounted cash flows, the Company then determines the fair value
of the underlying asset. Any impairment to be recognized is measured by the amount by which the carrying amount of
the assets exceeds the estimated fair value of the assets. Assets to be disposed of are reported at the lower of the
carrying amount or fair value, less costs to sell. As of March 31, 2014 and December 31, 2013, the Company
determined that there were no impaired assets and had no assets held for sale.

Revenue Recognition

From time to time, the Company is awarded reimbursement contracts for services and development grant contracts
with government and non-government entities and philanthropic organizations. Under these contracts, the Company
typically is reimbursed for the costs in connection with specific development activities. The Company recognizes
revenue to the extent of costs incurred in connection with performance under such grant arrangements.

The Company has entered into a collaborative research and development agreement with Pfizer Inc. (Pfizer). The
agreement is in the form of a license agreement. The agreement called for a nonrefundable up-front payment and
milestone payments upon achieving significant milestone events. The agreement also contemplates royalty payments
on future sales of an approved product. There are no performance, cancellation, termination, or refund provisions in
the arrangement that contain material financial consequences to the Company.

The primary deliverable under this arrangement is an exclusive worldwide license to the Company s GMI-1070

compound, but the arrangement also includes deliverables related to research and preclinical development activities to
be performed by the Company on Pfizer s behalf.

Table of Contents 14



Edgar Filing: GLYCOMIMETICS INC - Form 10-Q

Collaborative research and development agreements can provide for one or more of up-front license fees, research
payments, and milestone payments. Agreements with multiple components (deliverables or items) are evaluated
according to the provisions of ASC 605-25, Revenue Recognition Multiple-Element Arrangements, to determine
whether the deliverables can be separated into more than one unit of accounting. An item can generally be considered
a separate unit of accounting if all of the following criteria are met: (1) the delivered item(s) has value to the customer
on a stand-alone basis and (2) if the arrangement includes a general right of return relative to the delivered item(s)
then delivery or performance of the undelivered item(s) is considered probable and substantially in control of the
Company. Items that cannot be divided into separate units are combined with other units of accounting, as
appropriate. Consideration received is allocated among the separate units based on selling price hierarchy. The selling
price hierarchy for each deliverable is based on (i) vendor-specific objective evidence (VSOE), if available;

(ii) third-party evidence (TPE) of selling price if VSOE is not available; or (iii) an estimated selling price, if neither
VSOE nor third-party evidence is available. Management was not able to establish VSOE or TPE for separate unit
deliverables, as the Company does not have a history of entering such arrangements or selling the individual
deliverables within such arrangements separately. In addition, there may be significant differentiation in these
arrangements, which indicates that comparable third-party pricing may not be available. Management determined that
the selling price for the deliverables within the Pfizer collaboration agreement should be determined using its best
estimate of selling price. The process of determining the best estimate of selling price involved significant judgment
on the Company s part and included consideration of multiple factors such as estimated direct expenses, other costs,
and available clinical development data.
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The Company adopted the aforementioned accounting standard for multiple-element arrangements effective

January 1, 2011. Pursuant to this standard, each required deliverable under the Pfizer collaboration agreement is
evaluated to determine whether it qualifies as a separate unit of accounting. Factors considered in this determination
include the research capabilities of Pfizer, the proprietary nature of the license and know-how, and the availability of
the Company s glycomimetics technology research expertise in the general marketplace. Based on all relevant facts
and circumstances and, most significantly, on the proprietary nature of the Company s technology and the related
proprietary nature of the Company s research services, management concluded that stand-alone value does not exist for
the license, and therefore, the license is not a separate unit of accounting under the contract and will be combined with
the research and development services (including participation on a joint steering committee).

As such, the up-front payment received of $22.5 million was recognized as revenue over the expected development
period through March 2013. The determination of the length of the period over which to defer revenue and the
methodology by which to recognize the related revenues is subject to judgment and estimation. Consistent with the
research plan developed by and agreed to by both parties, management estimates that the research activities and
participation on the joint steering committees will occur over a 1.5-year period. Revenues associated with the up-front
license fee are recognized over this period using a straight-line method, which is consistent with expected completion
of the research services.

Effective January 1, 2011, the Company also adopted ASC 605-28, Revenue Recognition Milestone Method. Under
this guidance, at the inception of agreements that include milestone payments, the Company evaluates whether each
milestone is substantive and at risk to both parties on the basis of the contingent nature of the milestone. This
evaluation includes an assessment of whether (a) the consideration is commensurate with either (1) the entity s
performance to achieve the milestone, or (2) the enhancement of the value of the delivered item(s) as a result of a
specific outcome resulting from the entity s performance to achieve the milestone, (b) the consideration relates solely
to past performance and (c) the consideration is reasonable relative to all of the deliverables and payment terms within
the arrangement. In making this assessment, the Company evaluates factors such as scientific, regulatory, commercial
and other risks that must be overcome to achieve the respective milestone, the level of effort and investment required
to achieve the respective milestone and whether the milestone consideration is reasonable relative to all deliverables
and payment terms in the agreement.

Non-refundable development and regulatory milestones that are expected to be achieved as a result of the Company s
efforts during the period of substantial involvement are recognized as revenue upon the achievement of the milestone,
assuming all other revenue recognition criteria are met. Milestones that are not considered substantive because the
Company does not contribute effort to the achievement of such milestones are generally achieved after the period of
substantial involvement and are recognized as revenue upon achievement of the milestone, as there are no undelivered
elements remaining and no continuing performance obligation, assuming all other revenue recognition criteria are
met.

Research and Development Costs

Except for payments made in advance of services, research and development costs are expensed as incurred. For
payments made in advance, the Company recognizes research and development expense as the services are rendered.
Research and development costs primarily consist of salaries and related expenses for personnel, laboratory supplies
and raw materials, sponsored research, depreciation of laboratory facilities and leasehold improvements, and utilities
costs related to research space. Other research and development expenses include fees paid to consultants and outside
service providers. The Company had $94,400 and $117,000 of accrued manufacturing and product costs within
current liabilities as of March 31, 2014 and December 31, 2013, respectively.
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Stock-Based Compensation

Stock-based payments are accounted for in accordance with the provisions of ASC 718, Compensation Stock
Compensation. The fair value of stock-based payments is estimated, on the date of grant, using the Black-Scholes
model. The resulting fair value is recognized ratably over the requisite service period, which is generally the vesting
period of the option.

The Company has elected to use the Black-Scholes-Merton option pricing model to value any options granted. The
Company will reconsider use of the Black-Scholes-Merton model if additional information becomes available in the
future that indicates another model would be more appropriate or if grants issued in future periods have characteristics
that prevent their value from being reasonably estimated using this model.

A discussion of management s methodology for developing some of the assumptions used in the valuation model
follows:

Fair Value of Common Stock Prior to the Company s initial public offering in January 2014, the Company had no

active public market for its common stock. In the absence of a public trading market, and as a clinical-stage company
with no
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significant revenues, the Company believed that it was appropriate to consider a range of factors to determine the fair
market value of the common stock at each grant date. In determining the fair value of its common stock, the Company
used methodologies, approaches, and assumptions consistent with the American Institute of Certified Public
Accountants (AICPA) Audit and Accounting Practice Aid Series: Valuation of Privately Held Company Equity
Securities Issued as Compensation (the AICPA Practice Guide). In addition, the Company considered various
objective and subjective factors, along with input from the independent third-party valuation firm. The factors
included (1) the achievement of clinical and operational milestones by the Company; (2) the status of strategic
relationships with collaborators; (3) the significant risks associated with the Company s stage of development;

(4) capital market conditions for life science companies, particularly similarly situated, privately held, early-stage life
science companies; (5) the Company s available cash, financial condition, and results of operations; (6) the most recent
sales of the Company s preferred stock; and (7) the preferential rights of the outstanding preferred stock.

Expected Dividend Yield The Company has never declared or paid dividends and has no plans to do so in the
foreseeable future.

Expected Volatility Volatility is a measure of the amount by which a financial variable such as share price has
fluctuated (historical volatility) or is expected to fluctuate (expected volatility) during a period. The Company does
not maintain an internal market for its shares, and prior to its initial public offering the shares were not traded
publicly. The Company utilizes the historical volatilities of a peer group (e.g., several public entities of similar size,
complexity, and stage of development) to determine its expected volatility.

Risk-Free Interest Rate This is the U.S. Treasury rate for the week of each option grant during the year, having a term
that most closely resembles the expected life of the option.

Expected Term This is a period of time that the options granted are expected to remain unexercised. Options granted
have a maximum term of 10 years. The Company estimates the expected life of the option term to be 6.25 years. The
Company uses a simplified method to calculate the average expected term.

Expected Forfeiture Rate The forfeiture rate is the estimated percentage of options granted that is expected to be
forfeited or canceled on an annual basis before becoming fully vested. The Company estimates the forfeiture rate
based on turnover data with further consideration given to the class of the employees to whom the options were
granted.

Equity instruments issued to nonemployees are accounted for under the provisions of ASC 718, Compensation Stock
Compensation, and ASC 505-50, Equity Equity-Based Payments to Non-Employees. Accordingly, the estimated fair
value of the equity instrument is recorded on the earlier of the performance commitment date or the date the services

are completed and are marked to market during the service period.

Income Taxes

The Company accounts for income taxes using the asset and liability method in accordance with ASC 740, Income
Taxes. Deferred income taxes are recognized for the tax consequences in future years of differences between the tax
bases of assets and liabilities and the financial reporting amounts at each year-end based on enacted tax laws and
statutory tax rates applicable to the periods in which the differences are expected to affect taxable income. A valuation
allowance is established when necessary to reduce deferred tax assets to the amount expected to be realized.

The Company accounts for uncertain tax positions pursuant to ASC 740. Financial statement recognition of a tax
position taken or expected to be taken in a tax return is determined based on a more-likely-than-not threshold of that
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tax position being sustained. If the tax position meets this threshold, the benefit to be recognized is measured as the
tax benefit having the highest likelihood of being realized upon ultimate settlement with the taxing authority. The
Company recognizes interest accrued related to unrecognized tax benefits and penalties in the provision for income
taxes.

Comprehensive Income (Loss)
Comprehensive income (loss) comprises net income (loss) and other changes in equity that are excluded from net
income (loss). For the three months ended March 31, 2014 and 2013 and the period from May 21, 2003 (date of

inception) to March 31, 2014, the Company s net income (loss) equals comprehensive income (loss) and, accordingly,
no additional disclosure is presented.

10
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3. Net (Loss) Income Per Share of Common Stock

The following table sets forth the computation of basic and diluted (loss) income per share for the three months ended
March 31, 2014 and 2013:

Three Months Ended
March 31,

2014 2013
Net (loss) income $ (5,101,850) $ 459,687
(Loss) income per share basic $ (0.30) $ 0.49
(Loss) income per share diluted $ (0.30) $ 0.04
Weighted-average number of shares basic 17,232,566 930,529
Weighted-average number of shares diluted 17,232,566 11,128,733

Included within diluted income per share for the quarter ended March 31, 2013 are 520,551 warrants, 372,285 stock
options and 9,305,368 convertible preferred stock common stock equivalents. The following potentially dilutive
securities outstanding at March 31, 2014 and 2013 have been excluded from the computation of diluted weighted
average shares outstanding, as they would be anti-dilutive:

March 31,
2014 2013
Warrants 635,253 1,544
Stock options 1,729,186 111,973

4. Property and Equipment

Property and equipment consists of the following:

March 31, December 31,

2014 2013

Furniture, fixtures, and equipment $ 108,815 $ 108,815
Laboratory equipment 835,061 826,821
Office equipment 10,467 10,467
Computer equipment 173,444 167,764
Leasehold improvements 41,843 41,843

1,169,630 1,155,710
Less accumulated depreciation (790,531) (755,911)

$ 379,099 $ 399,799

Depreciation of property and equipment totaled $34,620 and $31,940 for the three months ended March 31, 2014 and
2013, respectively, and $1,173,585 for the period from May 21, 2003 (date of inception) to March 31, 2014.
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5. Operating Leases

The Company leases its office and research space under a five-year operating lease that is subject to escalation
clauses. In connection with its lease arrangement, the Company received rent abatement as a lease incentive. The rent
abatement has been recognized as deferred rent that will be adjusted on a straight-line basis over the term of the lease.
Deferred rent was $175,471 and $200,947 at March 31, 2014 and December 31, 2013, respectively. Total rent expense
was $96,319 and $80,989 for the three months ended March 31, 2014 and 2013, respectively and $2,853,503 for the
period from May 21, 2003 (date of inception) to March 31, 2014.

6. Stockholders Equity

Convertible Preferred Stock

Series A-1 Convertible Preferred Stock

On October 20, 2009, the Company entered into a Series A-1 Preferred Stock Purchase Agreement with certain
investors. In connection with the financing, the Company issued 30,726,326 shares of Series A-1 Convertible
Preferred Stock for an aggregate amount of $38,979,412, which included the conversion of principal and accrued

interest related to an earlier bridge financing of $16,099,770. In connection with the Series A-1 Preferred Stock
financing, all then-outstanding shares of Series A

11
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and Series B Preferred Stock were converted into common stock, and all then outstanding warrants to purchase Series
B Preferred Stock were converted into warrants to purchase common stock. Immediately prior to the Series A-1
Preferred Stock financing, the Company effected a 1-for-10 reverse stock split of the outstanding common stock. All
prior-period applicable share amounts have been retroactively adjusted to reflect the reverse stock split.

Upon closing of the Company s initial public offering, all outstanding shares of convertible preferred stock converted
into an aggregate of 9,305,359 shares of common stock. In addition, immediately following the closing of the initial
public offering, the Company s certificate of incorporation was amended to authorize 5,000,000 shares of undesignated
preferred stock and 100,000,000 shares of common stock. Both the common stock and undesignated preferred stock
have a par value of $0.001 per share.

Common Stock

As of March 31, 2014 and December 31, 2013, there were 100,000,000 and 70,258,276 shares of common stock,
respectively, authorized to be issued. Certain of the outstanding shares of common stock are subject to stock
restriction agreements (a Restriction Agreement). Pursuant to a Restriction Agreement, a stockholder shall not sell,
assign, transfer, or otherwise dispose of any shares except to the Company or as expressly provided in the Restriction
Agreement.

In connection with preparing for the initial public offering of the Company s common stock, the Company s board of
directors and stockholders approved a 1-for-3.302 reverse stock split of the Company s common stock. The reverse
stock split became effective on October 25, 2013. All share and per share amounts in the financial statements and
notes thereto have been retroactively adjusted for all periods presented to give effect to this reverse stock split,
including reclassifying an amount to the reduction in par value of common stock to additional paid-in capital.

Warrants to Acquire Company Stock

On October 13, 2006, the Company issued a warrant to purchase 1,544 shares of common stock at an exercise price of
$25.92 per share to a commercial bank. This warrant, which was originally issuable for Series B Preferred Stock prior
to the conversion of Series B Preferred Stock to common stock in 2009, was vested upon issuance and expires in
October 2016. The fair value of the warrant, which was de minimis, was calculated using the Black-Scholes-Merton
option pricing model.

As part of the issuance of convertible unsecured promissory notes, the Company issued warrants to purchase an
aggregate of 633,709 shares of common stock.

The following common stock warrants were outstanding at March 31, 2014:

EXERCISE

PRICE EXPIRATION
NUMBER OF SHARES PER SHARE DATE
298,404 $ 033 July 18, 2018
301,987 0.33 January 16, 2019
17,042 0.33 December 9, 2015
15,250 0.33 January 30, 2019
1,026 0.33 December 16, 2015
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1,544 25.92 October 13, 2016
2003 Stock Incentive Plan

The 2003 Stock Incentive Plan (the 2003 Plan) provided for the grant of incentives and nonqualified stock options and
restricted stock awards. The exercise price for incentive stock options must be at least equal to the fair value of the
common stock on the grant date. Unless otherwise stated in a stock option agreement, 25% of the shares subject to an
option grant will vest upon the first anniversary of the vesting start date and thereafter at the rate of one forty-eighth of
the option shares per month as of the first day of each month after the first anniversary. Upon termination of
employment by reasons other than death, cause, or disability, any vested options shall terminate 60 days after the
termination date. Stock options terminate 10 years from the date of grant. The 2003 Plan expired on May 21, 2013.
There were no shares granted under the 2003 Plan during the three months ended March 31, 2013.

12
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A summary of the Company s stock option activity under the 2003 Plan for the three months ended March 31, 2014 is
as follows:

WEIGHTED-
AVERAGE
WEIGHTED- REMAINING AGGREGATE
AVERAGE CONTRACTUAL INTRINSIC
OUTSTANDING EXERCISE TERM VALUE (IN
OPTIONS PRICE (YEARS) THOUSANDS)
Outstanding as of
December 31, 2013 972,860 $ 1.18 7.19 $ 7,000
Options granted
Options exercised
Options forfeited 211 1.12

Outstanding as of March 31,
2014 972,649 1.15 5.91 14,767,000

Vested or expected to vest as of
March 31, 2014 970,369 1.15 5.91 14,733,000

Exercisable as of March 31,
2014 901,671 1.13 5.75 13,706,000

As of March 31, 2014, there was $109,848 of total unrecognized compensation expense related to unvested options
that will be recognized over a weighted-average period of approximately one year. Total intrinsic value of the options
exercised during the three months ended March 31, 2013 was not material. The total fair value of shares underlying
options which vested in the three months ended March 31, 2014 and 2013 was $17,825 and $77,536, respectively.

2013 Equity Incentive Plan

The Company s board of directors adopted, and its stockholders approved, its 2013 Equity Incentive Plan (the 2013

Plan ). The 2013 Plan provides for the grant of incentive stock options within the meaning of Section 422 of the

Internal Revenue Code (the Code ), to the Company s employees and its parent and subsidiary corporations employees,
and for the grant of nonstatutory stock options, restricted stock awards, restricted stock unit awards, stock appreciation
rights, performance stock awards and other forms of stock compensation to its employees, including officers,

consultants and directors. The 2013 Plan also provides for the grant of performance cash awards to the Company s
employees, consultants and directors.

Authorized Shares

The maximum number of shares of common stock that may be issued under the 2013 Plan is 1,000,000 shares, plus
any shares subject to stock options or similar awards granted under the 2003 Plan that expire or terminate without
having been exercised in full or are forfeited to or repurchased by the Company. The number of shares of common
stock reserved for issuance under the 2013 Plan will automatically increase on January 1 of each year, beginning on
January 1, 2015 and ending on January 1, 2023, by 3% of the total number of shares of common stock outstanding on

Table of Contents 24



Edgar Filing: GLYCOMIMETICS INC - Form 10-Q

December 31 of the preceding calendar year, or a lesser number of shares as may be determined by the Company s
board of directors. The maximum number of shares that may be issued pursuant to exercise of incentive stock options
under the 2013 Plan is 20,000,000.

Shares issued under the 2013 Plan may be authorized but unissued or reacquired shares of common stock. Shares
subject to stock awards granted under the 2013 Plan that expire or terminate without being exercised in full, or that are
paid out in cash rather than in shares, will not reduce the number of shares available for issuance under the 2013 Plan.
Additionally, shares issued pursuant to stock awards under the 2013 Plan that the Company repurchases or that are
forfeited, as well as shares reacquired by the Company as consideration for the exercise or purchase price of a stock
award or to satisfy tax withholding obligations related to a stock award, will become available for future grant under
the 2013 Plan.

A summary of the Company s stock option activity under the 2013 Plan for the three months ended March 31, 2014 is
as follows:

WEIGHTED-

AVERAGE
WEIGHTED- REMAINING AGGREGATE
AVERAGE CONTRACTUAL INTRINSIC

OUTSTANDING EXERCISE TERM VALUE (IN
OPTIONS PRICE (YEARS) THOUSANDS)
Outstanding as of
December 31, 2013 $ $
Options granted 756,537 8.00
Options exercised
Options forfeited
Outstanding as of March 31,
2014 756,537 8.00 9.78 6,302,000
Vested or expected to vest as
of March 31, 2014 734,492 8.00 9.49 6,118,000
Exercisable as of March 31,
2014
13
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The weighted-average fair value of the options granted during the three months ended March 31, 2014 was $6.13 per
share, applying the Black-Scholes-Merton option pricing model utilizing the following weighted-average
assumptions:

Three Months Ended
March 31, 2014
Expected term (years) 6.25
Expected volatility 91.91%
Risk-free interest rate 2.16%
Expected dividend yield 0%

As of March 31, 2014, there was $4,218,834 of total unrecognized compensation expense related to unvested options
that will be recognized over a weighted-average period of approximately 3.6 years.

Stock-based compensation expense was recognized as follows for the three months ended March 31, 2014 and 2013:

Three Months Ended
March 31,
2014 2013
Research and development $ 91,467 $ 59,261
General and administrative expense 200,749 48,750
Total $292,216 $ 108,011

7. Income Taxes

The Company has not recorded any tax provision or benefit for the three months ended March 31, 2014 or March 31,
2013. The Company has provided a valuation allowance for the full amount of its net deferred tax assets since
realization of any future benefit from deductible temporary differences, net operating loss carryforwards and research
and development credits is not more-likely-than-not to be realized at March 31, 2014 and December 31, 2013.

8. Research and License Agreements

In February 2004, the Company entered into a research services agreement (the Research Agreement) with the
University of Basel (the University) for biological evaluation of selectin antagonists. Certain patents covering the
GMI-1070 compound are subject to provisions of the Research Agreement.

Under the terms of the Research Agreement, the Company will owe a 10% payment to the University for all future
milestone and royalty payments received from Pfizer with respect to GMI-1070.

In October 2011, the Company and Pfizer entered into a licensing agreement (the Pfizer Agreement) that provides
Pfizer an exclusive worldwide license to GMI-1070 for vaso-occlusive crisis associated with sickle cell disease and
for other diseases for which the drug candidate may be developed. The Company was responsible for completion of
the Phase 2 trial, after which Pfizer will assume all further development and commercialization responsibilities. Upon
execution of the Pfizer Agreement, the Company received an up-front payment of $22.5 million. The Pfizer

Table of Contents 26



Edgar Filing: GLYCOMIMETICS INC - Form 10-Q

Agreement also provides for potential milestone payments of up to $115.0 million upon the achievement of specified
development milestones, including the dosing of the first patients in Phase 3 clinical trials for up to two indications
and the first commercial sale of a licensed product in the United States and selected European countries for up to two
indications; potential milestone payments of up to $70.0 million upon the achievement of specified regulatory
milestones, including the acceptance of our filings for regulatory approval by regulatory authorities in the United
States and Europe for up to two indications; and potential milestone payments of up to $135.0 million upon the
achievement of specified levels of annual net sales of licensed products. The next potential milestone payment that the
Company might be entitled to receive under the Pfizer Agreement is $35.0 million upon the dosing of the first patient
in a Phase 3 clinical trial of GMI-1070. The Company expects that Pfizer will make an advance payment of $15.0
million against the milestone payment prior to the dosing of the first patient in the Phase 3 clinical trial.

The Company has determined that each potential future clinical, development and regulatory milestone is substantive.
Although sales-based milestones are not considered substantive, they are still recognized upon achievement of the
milestone (assuming all other revenue recognition criteria have been met) because there are no undelivered elements
that would preclude revenue recognition at that time. The Company is also eligible to receive royalties on future sales
contingent upon annual net sales thresholds. In addition, the Company and Pfizer have formed a joint steering
committee that will oversee and coordinate activities as set forth in the research program. The $22.5 million up-front
payment was recognized over a period of 1.5 years
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through the three months ended March 31, 2013. During the three months ended March 31, 2013, the Company
recorded revenue of $3.8 million pursuant to the Pfizer Agreement in the Company s statement of operations. As of

March 31, 2014, no milestones related to this arrangement have been earned or recognized.

Pfizer has the right to terminate the Agreement by giving prior written notice. As of March 31, 2014, Pfizer and the
Company are both in compliance with the provisions of the Agreement.
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ITEM 2. MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS
Certain statements contained in this Quarterly Report on Form 10-Q may constitute forward-looking statements
within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities
Exchange Act of 1934, as amended. The words or phrases would be,  will allow, intends to,  will likely
result,  are expectedto, will continue, is anticipated,  estimate,  project, or similar expressions, or the
negative of such words or phrases, are intended to identify forward-looking statements. We have based these
forward-looking statements on our current expectations and projections about future events. Because such statements
include risks and uncertainties, actual results may differ materially from those expressed or implied by such
forward-looking statements. Factors that could cause or contribute to these differences include those below and
elsewhere in this Quarterly Report on Form 10-Q, particularly in Part Il Item 1A, Risk Factors, and our other
filings with the Securities and Exchange Commission. Statements made herein are as of the date of the filing of this
Form 10-Q with the Securities and Exchange Commission and should not be relied upon as of any subsequent date.
Unless otherwise required by applicable law, we do not undertake, and we specifically disclaim, any obligation to
update any forward-looking statements to reflect occurrences, developments, unanticipated events or circumstances
after the date of such statement.

The following discussion and analysis of our financial condition and results of operations should be read in
conjunction with our unaudited financial statements and related notes that appear in Item 1 of this Quarterly Report on
Form 10-Q and with our audited financial statements and related notes for the year ended December 31, 2013, which
are included in our Annual Report on Form 10-K filed with the Securities and Exchange Commission on March 31,
2014,

Overview

We are a clinical stage biotechnology company focused on the discovery and development of novel glycomimetic
drugs to address unmet medical needs resulting from diseases in which carbohydrate biology plays a key role.
Glycomimetics are molecules that mimic the structure of carbohydrates involved in important biological processes.
Using our expertise in carbohydrate chemistry and knowledge of carbohydrate biology, we are developing a pipeline
of proprietary glycomimetics that inhibit disease-related functions of carbohydrates, such as the roles they play in
inflammation, cancer and infection. We believe this represents an innovative approach to drug discovery to treat a
wide range of diseases.

We are focusing our initial efforts on drug candidates for rare diseases that we believe will qualify for orphan drug
designation. We are developing our lead drug candidate, GMI-1070, for the treatment of VOC. In October 2011, we
entered into a license agreement with Pfizer under which we were responsible for the clinical development of
GMI-1070 through the completion of a Phase 2 clinical trial. Following our completion of the Phase 2 clinical trial in
April 2013, Pfizer is now responsible for all further clinical development, regulatory approval and potential
commercialization of GMI-1070 for all indications and Pfizer has commercial rights to GMI-1070 worldwide.

Building on our experience with GMI-1070, we are developing a pipeline of other glycomimetic drug candidates. Our
second most advanced drug candidate, GMI-1271, is a specific E-selectin inhibitor, which we are developing to be
used in combination with chemotherapy to treat patients with acute myeloid leukemia, or AML, and potentially other
hematologic cancers. We are also developing a pipeline of other preclinical drug candidates based on our expertise in
carbohydrate chemistry. We have retained the worldwide development and commercialization rights to all of our drug
candidates other than GMI-1070.
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We commenced operations in 2003, and our operations to date have been limited to organizing and staffing our
company, business planning, raising capital, developing our glycomimetics platform, identifying potential drug
candidates, undertaking preclinical studies and, beginning in 2008, conducting clinical trials of GMI-1070. To date,
we have financed our operations primarily through private placements of our securities, an upfront payment that we
received in 2011 under our collaboration with Pfizer and the net proceeds from our recently completed initial public
offering, or IPO, in January 2014. We have no products currently available for sale, and substantially all of our
revenue to date has been revenue from the upfront payment from Pfizer, although we have received nominal amounts
of revenue under research grants. Since our inception and prior to our IPO, we raised an aggregate of $86.6 million to
fund our operations, of which $22.5 million was an upfront payment under our collaboration with Pfizer and $64.1
million was from the sale of our convertible promissory notes and convertible preferred stock.
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Since inception, we have incurred significant operating losses. Although we have generated cumulative revenue of
$23.6 million since our inception through March 31, 2014, primarily consisting of a $22.5 million upfront payment
Pfizer made to us when we entered into our agreement with them, we have accumulated an aggregate deficit of
$68.4 million since the inception of our operations and we expect to continue to incur significant expenses and
operating losses over at least the next several years. Our net losses may fluctuate significantly from quarter to quarter
and year to year, depending on the timing of our clinical trials, the receipt of milestone payments, if any, under our
collaboration with Pfizer, and our expenditures on other research and development activities. We anticipate that our
expenses will increase substantially as we:

prepare and initiate our planned Phase 1 and Phase 1/2 clinical trials of GMI-1271 in 2014;

continue the research and development of our other drug candidates;

seek to discover and develop additional drug candidates;

seek regulatory approvals for any drug candidates other than GMI-1070 that successfully complete clinical
trials;

ultimately establish a sales, marketing and distribution infrastructure and scale up external manufacturing
capabilities to commercialize any drug candidates other than GMI-1070 for which we may obtain regulatory
approval;

maintain, expand and protect our intellectual property portfolio;

hire additional clinical, quality control and scientific personnel; and

add operational, financial and management information systems and personnel, including personnel to

support our drug development and potential future commercialization efforts.
To fund further operations, we will need to raise capital in addition to the net proceeds we received from our IPO. We
may obtain additional financing in the future through the issuance of our common stock, through other equity or debt
financings or through collaborations or partnerships with other companies. We may not be able to raise additional
capital on terms acceptable to us, or at all, and any failure to raise capital as and when needed could compromise our
ability to execute on our business plan. Although it is difficult to predict future liquidity requirements, we believe that
our existing cash and cash equivalents, together with interest thereon, will be sufficient to fund our operations for at
least the next 12 months. However, our ability to successfully transition to profitability will be dependent upon
achieving a level of revenues adequate to support our cost structure. We cannot assure you that we will ever be
profitable or generate positive cash flow from operating activities.

Our Collaboration with Pfizer
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In October 2011, we entered into the license agreement with Pfizer under which we granted Pfizer an exclusive
worldwide license to develop and commercialize products containing GMI-1070 for all fields and uses. The license
also covers specified back-up compounds along with modifications of and improvements to GMI-1070 that meet
defined chemical properties. Pfizer is required to use commercially reasonable efforts, at its expense, to develop,
obtain regulatory approval for and commercialize GMI-1070 for sickle cell disease in the United States. Under the
terms of the agreement, we received a $22.5 million upfront payment. We are also eligible to earn potential milestone
payments of up to $115.0 million upon the achievement of specified development milestones, including the dosing of
the first patients in Phase 3 clinical trials for up to two indications and the first commercial sale of a licensed product
in the United States and selected European countries for up to two indications, up to $70.0 million upon the
achievement of specified regulatory milestones, including the acceptance of our filings for regulatory approval by
regulatory authorities in the United States and Europe for up to two indications, and up to $135.0 million upon the
achievement of specified levels of annual net sales of licensed products. We are also eligible to receive tiered royalties
for each licensed product, with percentages ranging from the low double digits to the low teens, based on net sales
worldwide, subject to reductions in specified circumstances.

The first potential milestone payment that we might be entitled to receive under the Pfizer agreement is $35.0 million
upon the initiation of dosing of the first patient in a Phase 3 trial of GMI-1070 by Pfizer. We currently expect that
Pfizer will make an advance payment to us of $15.0 million against the first milestone payment, such advance to be
made in the second quarter of 2014.

Pfizer has advised us through the joint steering committee established under the agreement that they intend to begin
enrolling patients for a Phase 3 trial of GMI-1070 in the second half of 2014, pending approval through Pfizer s
governance process. Pfizer has also informed us through the joint steering committee that activities necessary to
support the initiation of a Phase 3 trial in the second half of 2014 are currently underway pending approval through
Pfizer s governance process. The steps that Pfizer has taken and is taking to prepare for a Phase 3 trial include
manufacturing of the drug substance to be used in the Phase 3 trial, completion of toxicology studies that would
support a Phase 3 trial and an NDA, engagement with regulatory

17

Table of Contents 32



Edgar Filing: GLYCOMIMETICS INC - Form 10-Q

Table of Conten

authorities in the United States and overseas to discuss plans for the conduct of a Phase 3 trial, planning and
preparation for a so-called TQTc clinical trial to evaluate cardiac safety that would support a Phase 3 trial, contracting
with a CRO to provide services in the conduct of a Phase 3 trial and convening clinical investigators in the United
States and overseas to discuss plans for a Phase 3 trial.

Although Pfizer has taken and is taking a number of steps to prepare for Phase 3 initiation in the second half of 2014,
there can be no assurance that Pfizer will proceed on that schedule, or at all. There also can be no assurance that the
conditions to its obligation to make the $35.0 million milestone payment or the $15.0 million advance will be
satisfied.

We have a research services agreement with the University of Basel, or the University, under which University
personnel have performed research services for us on an as-requested basis since 2004. The agreement includes
one-year research terms, and we have no affirmative obligation to purchase any minimum amount of services in any
year beyond what we commit to at the beginning of each term, if any. For each of the research terms ended in
February 2013 and 2014, we paid the University approximately $150,000. As part of the original consideration for
entering into this agreement, we granted to the University the right to receive payments from us under specified
circumstances. If we receive any future milestone payments or royalties from Pfizer with respect to GMI-1070, we
have agreed to pay 10% of those amounts to the University.

Critical Accounting Policies and Significant Judgments and Estimates

Our management s discussion and analysis of our financial condition and results of operations is based on our financial
statements, which have been prepared in accordance with generally accepted accounting principles in the United

States, or GAAP. The preparation of these financial statements requires us to make estimates, judgments and
assumptions that affect the reported amounts of assets and liabilities, disclosure of contingent assets and liabilities as

of the dates of the balance sheets and the reported amounts of revenue and expenses during the reporting periods. In
accordance with GAAP, we base our estimates on historical experience and on various other assumptions that we
believe are reasonable under the circumstances at the time such estimates are made. Actual results may differ
materially from our estimates and judgments under different assumptions or conditions. We periodically review our
estimates in light of changes in circumstances, facts and experience. The effects of material revisions in estimates are
reflected in our financial statements prospectively from the date of the change in estimate.

We define our critical accounting policies as those accounting principles generally accepted in the United States that
require us to make subjective estimates and judgments about matters that are uncertain and are likely to have a
material impact on our financial condition and results of operations, as well as the specific manner in which we apply
those principles. While our significant accounting policies are more fully described in Note 2 to our financial
statements appearing elsewhere in this Quarterly Report, we believe the following are the critical accounting policies
used in the preparation of our financial statements that require significant estimates and judgments.

Revenue Recognition

Research Grant Contracts

From time to time, we are awarded reimbursement contracts for services and development grant contracts with
government and non-government entities and philanthropic organizations. Under these contracts, we are typically

reimbursed for our costs in connection with specific research or development activities. We recognize revenue as and
to the extent we incur costs in connection with performance under these arrangements.
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License and Collaboration Agreements

We have entered into a license agreement with Pfizer. Under the agreement, Pfizer made a nonrefundable

$22.5 million upfront payment to us in 2011 and may become obligated to make potential milestone payments to us
upon the achievement of significant clinical development milestones, regulatory approvals and sales-based events.
The agreement also contemplates royalty payments to us on any future net sales of GMI-1070 worldwide.

Collaborative research and development agreements can provide for one or more of upfront license fees, research
payments and milestone payments. Agreements with multiple components, such as deliverables or similar items, are
referred to as multi-element revenue arrangements and are evaluated according to the provisions of Accounting
Standards Codification, or ASC, Topic 605-25, Revenue Recognition Multiple-Element Arrangements, which we
adopted effective as of January 1, 2011, to determine whether the deliverables can be separated into more than one

unit of accounting. An item can generally be considered to be a separate unit of accounting if both of the following
criteria are met:

the delivered item(s) has value to our customer on a standalone basis; and

the arrangement includes a general right of return relative to the delivered item(s), and delivery or
performance of the undelivered item(s) is considered probable and substantially in our control.
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Items that cannot be divided into separate units are combined with other units of accounting, as appropriate.
Consideration received is then allocated among the separate units based on a selling price hierarchy. The selling price
hierarchy for each deliverable is based on vendor-specific objective evidence, or VSOE, if it is available; third-party
evidence of selling price, or TPE, if VSOE is not available; or an estimated selling price, if neither VSOE nor TPE is
available.

Our license agreement with Pfizer represents a multiple-element revenue arrangement. To account for this transaction,
we determined the elements, or deliverables, included in the arrangement and allocated arrangement consideration to
the various elements based on each element s relative selling price. The identification of individual elements in a
multiple-element arrangement and the estimation of the selling price of each element involve significant judgment,
including consideration as to whether each delivered element has standalone value to our collaborator.

The primary deliverable under our license arrangement with Pfizer is an exclusive worldwide license to GMI-1070,
which is currently being developed to treat people experiencing VOC. The arrangement also includes deliverables
related to research and preclinical development activities to be performed by us on Pfizer s behalf and our participation
on a joint steering committee. We concluded that these deliverables should be accounted for as a single unit of
accounting, and we therefore determined to recognize the upfront payment of $22.5 million as revenue over the
expected development period of 1.5 years, which was the period over which we expected to provide our research and
development services and participate on the joint steering committee under the arrangement. Our determination of the
appropriate length of the period over which to recognize revenue was consistent with the research plan agreed to with
Pfizer.

In reaching this conclusion, we evaluated whether the license to GMI-1070 has standalone value to Pfizer. Factors we
considered in determining whether the license has standalone value included whether or not Pfizer can use the license
for its intended purpose without the receipt of the remaining deliverables, the value of the license without the
undelivered items, Pfizer s or other vendors ability to provide the undelivered items, the proprietary nature of the
license and know-how, and the availability of our glycomimetics expertise in the general marketplace. Based on all
relevant facts and circumstances and, most significantly, on the proprietary nature of our platform and the related
proprietary nature of our research services, we concluded that standalone value does not exist for the license and,
therefore, the license is not a separate unit of accounting under the collaboration and should be combined with the
research and development services we are obligated to provide, including our participation on the joint steering
committee.

We also evaluated whether our participation on the joint steering committee is a substantive obligation and therefore a
separate unit of accounting. The joint steering committee is responsible for overseeing the general working
relationships, determining the protocols to be followed in the research and development performed and evaluating the

results from the continued development of the drug candidate. The factors we considered in determining if our
participation on the joint steering committee is a substantive obligation included:

which party negotiated or requested the steering committee;

how frequently the steering committee meets;

whether or not there are any penalties or other recourse if we do not attend the steering committee meetings;
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which party has decision-making authority on the steering committee; and

whether or not Pfizer has the requisite experience and expertise associated with the research and
development of GMI-1070.
We considered that we may terminate our participation on the joint steering committee at any point during the
agreement. Further, the estimated selling price of our obligation was not material to the overall license agreement.
Based on all relevant facts and circumstances, we concluded that our participation on the joint steering committee is
not a substantive obligation and, therefore, is not a separate unit of accounting under the collaboration.

We were not able to establish VSOE or TPE for the separate unit deliverables under the arrangement with Pfizer, as
we do not have a history of entering into such arrangements or selling the individual deliverables within such
arrangements separately. Accordingly, we determined that the selling price for the deliverables under the Pfizer
license agreement should be determined using the best estimate of selling price. The process of determining the best
estimate of selling price involved significant judgment on our part and included consideration of multiple factors,
including market conditions and company-specific factors, such as those factors contemplated in negotiating the
agreement and internally developed models that included
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assumptions related to market opportunity, discounted cash flows, estimated development costs, probability of success
and the time needed to commercialize a drug candidate pursuant to the license. In validating the best estimate of
selling price, we considered whether changes in key assumptions used to determine the best estimate of selling price
would have a significant effect on the allocation of the arrangement consideration between the multiple deliverables.

Our license agreement with Pfizer also includes contingent milestone payments related to specified development,
regulatory and commercial milestones. We adopted ASC Topic 605-28, Revenue Recognition Milestone Method,
effective as of January 1, 2011. Under this guidance, we may recognize revenue contingent upon the achievement of a
substantive milestone in its entirety in the period the milestone is achieved. Milestones are considered substantive if
all of the following conditions are met:

the milestone is nonrefundable;

achievement of the milestone was not reasonably assured at the inception of the arrangement;

substantive effort is involved to achieve the milestone;

the amount of the milestone appears reasonable in relation to the effort expended or the risk associated with
achievement of the milestone; and

a reasonable amount of time passes between the upfront license payment and the first milestone payment, as

well as between each subsequent milestone payment.
Our determination as to whether a payment meets these five conditions involves management s judgment. If any of
these conditions are not met, the resulting payment would not be considered a substantive milestone and would
instead be considered part of the consideration for the single unit of accounting. In addition, if we determine that one
milestone is not substantive, it could prevent us from concluding that subsequent milestones are substantive and, as a
result, any additional milestone payments could also be considered part of the consideration for the single unit of
accounting and would be recognized as revenue as those performance obligations are performed under either the
proportional performance method or the straight-line method.

We have evaluated whether each milestone under the Pfizer arrangement is substantive and at risk to both parties on
the basis of the contingent nature of that milestone. This evaluation included an assessment of whether:

the consideration is commensurate with either our performance to achieve the milestone or the enhancement
of the value of the delivered item(s) as a result of a specific outcome resulting from our performance to
achieve the milestone;

the consideration relates solely to past performance; and
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the consideration is reasonable relative to all of the deliverables and payment terms within the arrangement.
Based on this evaluation, we concluded that the milestones under the Pfizer collaboration are substantive, due to the
uncertainty of future clinical development success and the additional effort and time that is expected before the
milestones could be achieved. Accordingly, each milestone will be recognized as revenue upon its achievement,
assuming all other revenue recognition criteria are met.

Stock-Based Compensation

We issue stock-based compensation awards to our employees and non-employee directors, including stock options.
We measure stock-based compensation expense related to these awards based on the fair value of the award on the
date of grant and recognize stock-based compensation expense, less estimated forfeitures, on a straight-line basis over
the requisite service period of the awards, which generally equals the vesting period. We grant stock options with
exercise prices equal to the estimated fair value of our common stock on the date of grant. We have selected the

Black-Scholes option pricing model to determine the fair value of stock option awards, which requires the input of
various assumptions that require management to apply judgment and make assumptions and estimates, including:

the expected life of the stock option award;

the expected volatility of the underlying common stock; and

the fair value of our common stock determined on the date of grant.
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The following table summarizes the assumptions we used for estimating the fair value of stock options granted to
employees and non-employee directors for the periods indicated:

Three Months Ended
March 31,
2014 2013

Risk-free interest rate 2.16%
Expected life of option term 6.25 years

Volatility 91.91%
Estimated dividend yield 0%
Weighted average grant date fair value $ 6.13

We have assumed no dividend yield because we do not expect to pay dividends in the future, which is consistent with
our history of not paying dividends. The risk-free interest rate assumption is based on observed interest rates for
constant maturity U.S. Treasury securities consistent with the expected life of our employee stock options. The
expected life represents the period of time the stock options are expected to be outstanding and is based on the
simplified method. Under the simplified method, the expected life of an option is presumed to be the midpoint
between the vesting date and the end of the contractual term. We used the simplified method due to the lack of
sufficient historical exercise data to provide a reasonable basis upon which to otherwise estimate the expected life of
the stock options. Expected volatility is based on the historical volatilities of a peer group of comparable publicly
traded companies with drug candidates in similar stages of development.

The amount of stock-based compensation expense recognized during a period is based on the value of the portion of
the awards that are ultimately expected to vest. Our estimate of pre-vesting forfeitures, or forfeiture rate, is based on
our analysis of historical behavior by stock option holders. The estimated forfeiture rate is applied to the total
estimated fair value of the awards, as derived from the Black-Scholes model, to compute the stock-based
compensation expense, net of pre-vesting forfeitures, to be recognized in our statements of operations. We estimate
forfeitures for employee grants at the time of grant and revise the estimates, if necessary, in subsequent periods if
actual forfeitures differ from those estimates.

Research and Development Expenses

Research and development costs are charged to expense as incurred and include employee-related expenses, including
salaries, benefits and travel, expenses incurred under agreements with CROs and investigative sites that conduct
preclinical studies and clinical trials, as well as the cost of acquiring, developing and manufacturing clinical trial
materials, facilities, depreciation and other expenses, which include direct and allocated expenses for rent and
maintenance of facilities, insurance and other supplies and costs associated with preclinical activities and regulatory
operations.

We record costs for some development activities, such as clinical trials, based on our evaluation of the progress to
completion of specific tasks using data such as patient enrollment, clinical site activations, or information provided to
us by our vendors on their actual costs incurred. Payments for these activities are based on the terms of the individual
arrangements, which may differ from the pattern of costs incurred, and are reflected in the financial statements as
prepaid or accrued research and development expense, as the case may be.

Income Taxes
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As part of the process of preparing our financial statements we are required to estimate our income taxes in each of the
jurisdictions in which we operate. We account for income taxes by the liability method. Under this method, deferred
income taxes are recognized for tax consequences in future years of differences between the tax bases of assets and
liabilities and their financial reporting amounts at each year-end, based on enacted laws and statutory tax rates
applicable to the periods in which the differences are expected to affect taxable income. Valuation allowances are
provided if, based upon the weight of available evidence, it is more likely than not that some of all of the deferred tax
assets will not be realized. We have not recorded any tax provision or benefit for the three months period ended
March 31, 2014. We have provided a valuation allowance for the full amount of our net deferred tax assets since the
likelihood of realization of any future benefit from deductible temporary differences and net operating loss carry
forwards cannot be determined at March 31, 2014 and December 31, 2013.
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Components of Operating Results
Revenue

To date, we have not generated any revenue from product sales and do not expect to generate any revenue from the
sale of drugs in the near future. Substantially all of our revenue recognized to date has consisted of the upfront
payment under our agreement with Pfizer. As of March 31, 2014, we have not received any development, regulatory
or commercial milestone payments or any royalties under the Pfizer collaboration.

Since our inception, we have also recognized a nominal amount of revenue under research grant contracts, generally
to the extent of our costs incurred in connection with specific research or development activities.

Research and Development

Research and development expenses consist of expenses incurred in performing research and development activities,
including compensation and benefits for full-time research and development employees, facilities expenses, overhead
expenses, cost of laboratory supplies, clinical trial and related clinical manufacturing expenses, fees paid to CROs and
other consultants and other outside expenses. Other preclinical research and platform programs include activities
related to exploratory efforts, target validation, lead optimization for our earlier programs and our proprietary
glycomimetics platform.

To date, our research and development expenses have related primarily to the development of GMI-1070 and our
other drug candidates. However, as of April 2013, when we completed our Phase 2 clinical trial of GMI-1070, all
further clinical development obligations associated with GMI-1070 have shifted to Pfizer.

We do not currently utilize a formal time allocation system to capture expenses on a project-by-project basis because
we are organized and record expense by functional department and our employees may allocate time to more than one
development project. Accordingly, we only allocate a portion of our research and development expenses by functional
area and by drug candidate, as shown below.

Research and development costs are expensed as incurred. Non-refundable advance payments for goods or services to
be received in the future for use in research and development activities are deferred and capitalized. The capitalized
amounts are expensed as the related goods are delivered or the services are performed.

Research and development activities are central to our business model. Drug 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 and duration of later stage clinical trials. We expect our research and development expenses
to increase over the next several years as we seek to progress GMI-1271 and our other drug candidates through
clinical development. However, it is difficult to determine with certainty the duration and completion costs of our
current or future preclinical studies and clinical trials of our drug candidates, or if, when or to what extent we will
generate revenues from the commercialization and sale of any of our drug candidates that obtain regulatory approval.
We may never succeed in achieving regulatory approval for any of our drug candidates.

The duration, costs and timing of clinical trials and development of our drug candidates will depend on a variety of
factors that include, but are not limited to:
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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 trial is 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;

the duration of patient follow-up; and

the safety and efficacy profile of the drug candidate.
In addition, the probability of success for each drug candidate will depend on numerous factors, including
competition, manufacturing capability and commercial viability. We will determine which programs to pursue and

how much to fund each program in response to the scientific and clinical success of each drug candidate, as well as an

assessment of each drug candidate s commercial potential.
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General and Administrative

General and administrative expenses consist primarily of salaries and other related costs, including stock-based
compensation, for personnel in executive, finance, accounting, business development and human resources functions.
Other significant costs include facility costs not otherwise included in research and development expenses, legal fees
relating to patent and corporate matters and fees for accounting and consulting services.

We anticipate that our general and administrative expenses will increase in the future to support our continued
research and development activities, potential commercialization of our drug candidates and the increased costs of
operating as a public company. These increases will likely include increased costs related to the hiring of additional
personnel and fees to outside consultants, lawyers and accountants, among other expenses. Additionally, we have
experienced, and expect to continue to experience, increased costs associated with being a public company, including
expenses related to services associated with maintaining compliance with NASDAQ listing rules and SEC
requirements, insurance and investor relations costs. In addition, if any of our other drug candidates other than
GMI-1070 obtains regulatory approval, we expect to incur expenses associated with building a sales and marketing
team. However, we do not expect to receive any such regulatory approval for at least the next several years.

Other Income
Other income consists of interest income earned on our cash and cash equivalents.
Results of Operations for the Three Months Ended March 31, 2014 and 2013

The following table sets forth our results of operations for the three months ended March 31, 2014 and 2013:

THREE MONTHS ENDED PERIOD-

MARCH 31, TO

PERIOD
(in thousands) 2014 2013 CHANGE
Revenue $ $ 3,808 $ (3,808)
Costs and expenses:
Research and development 3,882 2,743 1,139
General and administrative 1,225 606 619
Total costs and expenses 5,107 3,349 1,758
(Loss) income from operations (5,107) 459 (5,566)
Other income:
Interest income 5 1 4
Total other income 5 1 4
Net (loss) income $ (5,102 $ 460 $ (5,562)

Revenue
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The decrease in revenue of $3.8 million for the three months ended March 31, 2014 compared to the same period in
2013 is due to the remaining amortization of the deferred revenue relating to the upfront payment received by Pfizer.
The upfront payment was fully recognized as of March 31, 2013, consistent with the completion of our development
obligations under the collaboration.
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Research and Development Expense

During the three months ended March 31, 2014 our research and development expense increased by $1.1 million
compared to the same period in 2013, reflecting an increase of 42%. The increase in research and development

expense was primarily attributable to an increase in expenses related to the manufacturing and process development of

GMI-1271 in preparation for the filing of an IND for this drug candidate.

The following table summarizes our research and development expenses by functional area for the three months ended

March 31, 2014 and 2013:

THREE MONTHS ENDED
MARCH 31,

(in thousands) 2014 2013
Clinical development $ 667 $ 515
Personnel related 1,045 964
Consulting fees 165 88
Manufacturing and formulation 1,079 528
Institutional research 94 82
Preclinical research 451 274
Laboratory costs 289 243
Stock-based compensation 92 49

$ 3,882 $ 2,743

The following table summarizes our research and development expenses by drug candidate for the three months ended

March 31, 2014 and 2013:

THREE MONTHS ENDED
MARCH 31,

(in thousands) 2014 2013
GMI-1070 $ 28 $ 536
GMI-1271 1,847 690
GMI-1051
Other research and development 872 504
Personnel related and stock-based compensation 1,135 1,013

$ 3,882 $ 2,743

General and Administrative Expense

For the three months ended March 31, 2014, our general and administrative expenses increased by $619,000, or

102%, compared to the three months ended March 31, 2013. The increase is primarily related to additional

professional fees, insurance and other costs associated with supporting a public company operation as well as

increased stock-based compensation expense.

Table of Contents

45



Edgar Filing: GLYCOMIMETICS INC - Form 10-Q

The following table discloses the components of our general and administrative expenses for the three months ended
March 31, 2014 and 2013:

THREE MONTHS ENDED
MARCH 31,

(in thousands) 2014 2013
Personnel related $ 427 $ 316
Stock-based compensation 201 59
Legal, consulting and other professional expenses 485 167
Other 112 64

$ 1,225 $ 606
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Salaries, benefits and related costs increased approximately $111,000 for the three months ended March 31, 2014 due
to an increase in personnel as we continued to develop the administrative structure to support a publicly traded
company. Stock-based compensation expense was approximately $201,000 for the three months ended March 31,
2014 compared to $59,000 for the three months ended March 31, 2013. The increase of $142,000 was due to
additional stock option awards approved in January 2014.

Legal, consulting and other professional costs increased approximately $318,000 for the three months ended
March 31, 2014 due primarily to the additional costs with the operations of a publicly traded company. Other
expenses increased approximately $48,000 for the three months ended March 31, 2014, primarily due to increased
costs of directors and officers insurance.

Liquidity and Capital Resources
Sources of Liquidity

Prior to our IPO in January 2014, we funded our operations primarily through private placements of our capital stock
and upfront payments under our collaborative agreements. Through December 31, 2013, we raised an aggregate of
$86.6 million to fund our operations, of which $22.5 million was the upfront payment under our license agreement
with Pfizer and $64.1 million was from the sale of convertible promissory notes and our convertible preferred stock.
As of March 31, 2014, we had $57.0 million in cash and cash equivalents.

We are potentially eligible to earn a significant amount of milestone payments and royalties under our agreement with
Pfizer. Our ability to earn these payments and their timing is dependent upon the outcome of Pfizer s activities and is
uncertain at this time.

Initial Public Offering of Common Stock

On January 15, 2014, we closed our IPO in which we sold an aggregate of 8,050,000 shares of common stock,
including the full exercise of the underwriters option to purchase additional shares, for net proceeds of $57.3 million
after deducting underwriting discounts and offering-related expenses. Upon closing of the TPO, all of the convertible
preferred stock then outstanding automatically converted into 9,305,359 shares of common stock.

Funding Requirements

Our primary uses of capital are, and we expect will continue to be, compensation and related expenses, third-party
clinical research and development services, laboratory and related supplies, clinical costs, legal and other regulatory
expenses and general overhead costs.

The successful development of any of our drug candidates is highly uncertain. As such, at this time, we cannot
reasonably estimate or know the nature, timing and costs of the efforts that will be necessary to complete the
remainder of the development of GMI-1271 or our other drug candidates. We are also unable to predict when, if ever,
material net cash inflows will commence from GMI-1070 or GMI-1271. This is due to the numerous risks and
uncertainties associated with developing drugs, including the uncertainty of:

successful enrollment in, and completion of, clinical trials;
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receipt of marketing approvals from applicable regulatory authorities;

establishing commercial manufacturing capabilities or making arrangements with third-party manufacturers;

obtaining and maintaining patent and trade secret protection and regulatory exclusivity for drug candidates;
and

launching commercial sales of drugs, if and when approved, whether alone or in collaboration with others.
A change in the outcome of any of these variables with respect to the development of any of our drug candidates
would significantly change the costs and timing associated with the development of that drug candidate. Because our
drug candidates are in various stages of clinical and preclinical development and the outcome of these efforts is
uncertain, we cannot estimate the actual amounts necessary to successfully complete the development and
commercialization of our drug candidates or whether, or when, we may achieve profitability. Until such time, if ever,
as we can generate substantial product revenues, we expect to finance our cash needs through a combination of equity
or debt financings and collaboration arrangements, including our existing collaboration with Pfizer. Except for Pfizer s
obligation to make milestone payments under our agreement with them, we will not have any committed external
source of liquidity.

To the extent that we raise additional capital through the future sale of equity or debt, the ownership interest of our
stockholders will be diluted, and the terms of these securities may include liquidation or other preferences that
adversely affect the rights of our existing common stockholders. If we raise additional funds through the issuance of
convertible debt securities, these securities could contain covenants that would restrict our operations.

We may require additional capital beyond our currently anticipated amounts. Additional capital may not be available
on reasonable terms, or at all. If we raise additional funds through collaboration arrangements in the future, we may
have to relinquish valuable rights to our 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 when needed, we may be required to delay,
limit, reduce or terminate our drug development or future commercialization efforts or grant rights to develop and
market drug candidates that we would otherwise prefer to develop and market ourselves.

Outlook

Based on our research and development plans and our timing expectations related to the progress of our programs, we
expect that our existing cash and cash equivalents as of March 31, 2014 will enable us to fund our operating expenses
and capital expenditure requirements for at least the next 12 months, without giving effect to any potential milestone
payments we may receive under our license agreement with Pfizer. We have based this estimate on assumptions that
may prove to be wrong, and we could use our capital resources sooner than we expect. Additionally, the process of
testing drug candidates in clinical trials is costly, and the timing of progress in these trials is uncertain.

Cash Flows

The following is a summary of cash flows for the three months ended March 31, 2014 and 2013:
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Net cash used in operating activities

Net cash used in investing activities

Net cash provided by financing activities
Operating Activities

Net cash used in operating activities for the three months ended March 31, 2014 and 2013 reflects, among other

Three Months Ended
March 31,
2014 2013
(In millions)
$ 26 $ (3.9
(0.1) 0.1)
57.3

things, the amounts used to run our pre-clinical studies and to support the manufacturing development of GMI-1271 in
preparation for the filing of an IND for this drug candidate in the first half of 2014.
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Investing Activities

Net cash used in investing activities in both periods presented was primarily due to the acquisition of additional lab
equipment needed to further our research and development activities.

Financing Activities

Net cash provided by financing activities of $57.3 million during the three months ended March 31, 2014 reflects net
proceeds received from our IPO.

Off-Balance Sheet Arrangements

During the three months ended March 31, 2014, we did not have, and we do not currently have, any off-balance sheet
arrangements, as defined under SEC rules.

JOBS Act

In April 2012, the Jumpstart Our Business Startups Act of 2012, or the JOBS Act, was enacted. Section 107(b) of the
JOBS Act provides that an emerging growth company can take advantage of an extended transition period for
complying with new or revised accounting standards. Thus, an emerging growth company can delay the adoption of
certain accountin