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PART I – FINANCIAL INFORMATION

Item 1. Financial Statements

Navidea Biopharmaceuticals, Inc. and Subsidiaries
Consolidated Balance Sheets

ASSETS June 30, 2015 December 31,
2014

(unaudited)
Current assets:
Cash $15,790,235 $5,479,006
Accounts receivable 1,829,590 816,544
Inventory, net 1,195,109 932,385
Prepaid expenses and other 716,118 1,371,210

Total current assets 19,531,052 8,599,145

Property and equipment 3,969,677 4,124,028
Less accumulated depreciation and amortization 1,748,487 1,614,320

2,221,190 2,509,708

Patents and trademarks 216,497 219,558
Less accumulated amortization 43,723 38,725

172,774 180,833

Investment in R-NAV, LLC — 241,575
Other assets 273,573 299,047

Total assets $22,198,589 $11,830,308

Continued
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Navidea Biopharmaceuticals, Inc. and Subsidiaries
Consolidated Balance Sheets, continued

LIABILITIES AND STOCKHOLDERS’ DEFICIT June 30, 2015 December 31,
2014

(unaudited)
Current liabilities:
Accounts payable $1,357,661 $1,477,499
Accrued liabilities and other 2,897,698 3,234,120
Deferred revenue, current 1,000,000 —
Notes payable, current, net of discounts of $0 and $863,813, respectively 333,333 4,348,678

Total current liabilities 5,588,692 9,060,297

Deferred revenue 666,667 —
Notes payable, net of discounts of $2,167,545 and $1,585,882, respectively 58,836,254 29,484,057
Other liabilities 1,725,477 3,089,420

Total liabilities 66,817,090 41,633,774

Commitments and contingencies

Stockholders’ deficit:
Preferred stock; $.001 par value; 5,000,000 shares authorized; 4,519 Series B
shares issued and outstanding at June 30, 2015 and December 31, 2014,
respectively

4 4

Common stock; $.001 par value; 200,000,000 shares authorized; 150,711,593
and 150,200,259 shares issued and outstanding at June 30, 2015 and December
31, 2014, respectively

150,712 150,200

Additional paid-in capital 324,726,485 323,030,301
Accumulated deficit (369,965,774 ) (352,983,971 )
     Total Navidea stockholders' deficit (45,088,573 ) (29,803,466 )
Noncontrolling interest 470,072 —

Total stockholders’ deficit (44,618,501 ) (29,803,466 )

Total liabilities and stockholders’ deficit $22,198,589 $11,830,308

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

Three Months Ended
June 30,

Six Months Ended
June 30,

2015 2014 2015 2014
Revenue:
Lymphoseek sales revenue $1,963,548 $1,046,257 $3,798,970 $1,672,888
Lymphoseek license revenue 250,000 — 333,333 —
Grant and other revenue 654,360 28,433 844,061 153,606
Total revenue 2,867,908 1,074,690 4,976,364 1,826,494

Cost of goods sold 332,730 270,498 781,787 463,718

Gross profit 2,535,178 804,192 4,194,577 1,362,776

Operating expenses:
Research and development 2,297,074 5,112,098 6,278,362 10,338,892
Selling, general and administrative 4,048,799 4,907,652 9,542,967 8,818,485
Total operating expenses 6,345,873 10,019,750 15,821,329 19,157,377

Loss from operations (3,810,695 ) (9,215,558 ) (11,626,752 ) (17,794,601 )

Other income (expense):
Interest expense, net (1,575,741 ) (909,051 ) (2,542,317 ) (1,846,096 )
Equity in loss of R-NAV, LLC (6,205 ) — (268,432 ) —
Change in fair value of financial instruments (1,852,730 ) (92,332 ) (125,627 ) 300,151
Loss on extinguishment of debt (2,440,714 ) — (2,440,714 ) (2,610,196 )
Other, net (4,834 ) (5,293 ) 21,698 (12,045 )
Total other income (expense), net (5,880,224 ) (1,006,676 ) (5,355,392 ) (4,168,186 )

Net loss (9,690,919 ) (10,222,234 ) (16,982,144 ) (21,962,787 )
Less loss attributable to noncontrolling interest (241 ) — (341 ) —
Deemed dividend on beneficial conversion feature of
   MT Preferred Stock — — (46,000 ) —

Net loss attributable to common stockholders $(9,690,678 ) $(10,222,234) $(17,027,803) $(21,962,787)

Loss per common share (basic and diluted) $(0.06 ) $(0.07 ) $(0.11 ) $(0.15 )

Weighted average shares outstanding (basic and
diluted) 150,107,148 150,019,939 149,951,603 147,416,111

See accompanying notes to consolidated financial statements (unaudited).
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Navidea Biopharmaceuticals, Inc. and Subsidiaries
Consolidated Statement of Stockholders’ Deficit
(unaudited)

Preferred
Stock Common Stock Additional

Paid-In Accumulated Non-controllingTotal
Stockholders'

Shares AmountShares Amount Capital Deficit Interest Deficit
Balance,
December 31,
2014

4,519 $4 150,200,259 $150,200 $323,030,301 $(352,983,971) $ — $(29,803,466)

Issued stock
upon exercise of
stock options,
net

— — 120,733 121 49,115 — — 49,236

Issued restricted
stock — — 332,000 332 — — — 332

Canceled
forfeited
restricted stock

— — (38,750 ) (39 ) 39 — — —

Canceled stock
to pay employee
tax obligations

— — (7,645 ) (7 ) (12,607 ) — — (12,614 )

Issued stock in
payment of
Board retainers

— — 36,839 37 69,586 — — 69,623

Issued stock to
401(k) plan — — 68,157 68 117,031 — — 117,099

Stock
compensation
expense

— — — — 1,519,020 — 1,519,020

Net loss — — — — — (16,981,803 ) (341 ) (16,982,144 )
Issuance of MT
Preferred Stock,
net of deemed
dividend on
beneficial
conversion
feature

— — — — (46,000 ) — 470,413 424,413

Balance, June
30, 2015 4,519 $4 150,711,593 $150,712 $324,726,485 $(369,965,774) $ 470,072 $(44,618,501)

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

Six Months Ended June 30,
2015 2014

Cash flows from operating activities:
Net loss $(16,982,144 ) $(21,962,787 )
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization 299,139 235,356
Loss on disposal and abandonment of assets 14,749 28,681
Change in inventory reserve 92,751 —
Amortization of debt discount and issuance costs 358,924 436,824
Compounded interest on long term debt 429,074 —
Stock compensation expense 1,519,020 1,559,935
Equity in loss of R-NAV, LLC 268,432 —
Change in fair value of financial instruments 125,627 (300,151 )
Loss on extinguishment of debt 2,440,714 2,610,196
Issued stock to 401(k) plan for employer matching contributions 117,099 100,044
Other 42,765 —
Changes in operating assets and liabilities:
Accounts receivable (1,013,046 ) 663,477
Inventory (355,475 ) 326,673
Prepaid expenses and other assets 680,566 194,694
Accounts payable (119,838 ) (748,278 )
Accrued and other liabilities (377,132 ) (737,089 )
Deferred revenue 1,666,667 —
Net cash used in operating activities (10,792,108 ) (17,592,425 )

Cash flows from investing activities:
Purchases of equipment (27,618 ) (1,108,164 )
Proceeds from sales of equipment 20,300 —
Patent and trademark costs (9,993 ) (14,361 )
Net cash used in investing activities (17,311 ) (1,122,525 )

Cash flows from financing activities:
Proceeds from issuance of MT Preferred Stock and warrants 500,000 —
Payment of preferred stock issuance costs (12,587 ) —
Proceeds from issuance of common stock and short swing profits 60,422 88,064
Payment of tax withholdings related to stock-based compensation (23,468 ) (75,759 )
Proceeds from notes payable 54,500,000 30,000,000
Payment of debt-related costs (3,902,487 ) (1,763,526 )
Principal payments on notes payable (30,000,000 ) (25,000,000 )
Payments under capital leases (1,232 ) (1,075 )
Net cash provided by financing activities 21,120,648 3,247,704

Net increase (decrease) in cash 10,311,229 (15,467,246 )
Cash, beginning of period 5,479,006 32,939,026
Cash, end of period $15,790,235 $17,471,780
See accompanying notes to consolidated financial statements (unaudited).
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Notes to the Consolidated Financial Statements (unaudited)

1.    Summary of Significant Accounting Policies

a.

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

Our consolidated financial statements include the accounts of Navidea and our wholly owned subsidiaries, Navidea
Biopharmaceuticals Limited and Cardiosonix Ltd, as well as those of our majority-owned subsidiary, Macrophage
Therapeutics, Inc. (MT). All significant inter-company accounts were eliminated in consolidation. Navidea's
investment in R-NAV, LLC (R-NAV) is being accounted for using the equity method of accounting and is therefore
not consolidated.

b.

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

Level 1 – Unadjusted quoted prices in active markets that are accessible at the measurement date for identical,
unrestricted assets or liabilities;

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

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

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

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

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

(2)Notes payable: The carrying value of our debt at June 30, 2015 and December 31, 2014 primarily consists of the
face amount of the notes less unamortized discounts. See Note 8. At June 30, 2015 and December 31, 2014, certain
notes payable were also required to be recorded at fair value. The estimated fair value of our debt was calculated
using a discounted cash flow analysis as well as a probability-weighted Monte Carlo simulation. These valuation
methods include Level 3 inputs such as the estimated current market interest rate for similar instruments with
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similar creditworthiness. For the debt recorded at fair value, unrealized gains and losses on the fair value of the
debt are classified in other expenses as a change in the fair value of financial instruments in the consolidated
statements of operations. At June 30, 2015, the fair value of our notes payable is approximately $68.0 million,
compared to the carrying value of $59.2 million.
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(3)

Derivative liabilities: Derivative liabilities are related to certain outstanding warrants which are recorded at fair
value. Derivative liabilities totaling $63,000 as of June 30, 2015 were included in other liabilities on the
consolidated balance sheets. No derivative liabilities were outstanding as of December 31, 2014. The assumptions
used to calculate fair value as of June 30, 2015 included volatility, a risk-free rate and expected dividends. In
addition, we considered non-performance risk and determined that such risk is minimal. Unrealized gains and
losses on the derivatives are classified in other expenses as a change in the fair value of financial instruments in the
statements of operations. See Note 9.

c.

Revenue Recognition:  We currently generate revenue primarily from sales of Lymphoseek® (technetium Tc 99m
tilmanocept) injection. Our standard shipping terms are FOB shipping point, and title and risk of loss passes to the
customer upon delivery to a carrier for shipment. We generally recognize sales revenue related to sales of our
products when the products are shipped. Our customers have no right to return products purchased in the ordinary
course of business, however, we may allow returns in certain circumstances based on specific agreements.

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

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

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

d.Change in Accounting Principle:  In April 2015, the Financial Accounting Standards Board (FASB) issued
Accounting Standards Update (ASU) No. 2015-03, Simplifying the Presentation of Debt Issuance Costs. ASU
2015-03 requires that debt issuance costs related to a recognized debt liability be presented in the balance sheet as a
direct deduction from the carrying amount of that debt liability rather than as an asset. The recognition and
measurement guidance for debt issuance costs are not affected by ASU 2015-03. ASU 2015-03 is effective for fiscal
years beginning after December 15, 2015, and interim periods within those fiscal years. Early adoption is permitted.

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

11



Entities must apply the amendments in ASU 2015-03 on a retrospective basis.

During the second quarter of 2015, the Company elected early adoption of ASU 2015-03. The consolidated balance
sheet as of December 31, 2014 has been adjusted to reflect retrospective application of the new method of
presentation. Deferred debt issuance costs totaling $90,000 that were included in other assets as of December 31, 2014
were reclassified as discounts on notes payable, current, of $35,000 and discounts on notes payable, long term, of
$55,000. We have reflected these costs as a reduction of the debt on the balance sheet as of June 30, 2015 and will
continue to do so in future periods. The adoption of ASU 2015-03 had no impact on the consolidated statements of
operations, stockholders' equity (deficit) or cash flows.
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e.

Recent Accounting Pronouncements:  In February 2015, the FASB issued ASU No. 2015-02, Amendments to the
Consolidation Analysis. ASU 2015-02 affects reporting entities that are required to evaluate whether they should
consolidate certain legal entities. All legal entities are subject to reevaluation under the revised consolidation model.
Specifically, the amendments: (i) modify the evaluation of whether limited partnerships and similar legal entities are
variable interest entities (VIEs) or voting interest entities, (ii) eliminate the presumption that a general partner
should consolidate a limited partnership, and (iii) affect the consolidation analysis of reporting entities that are
involved with VIEs, particularly those that have fee arrangements and related party relationships. ASU 2015-02 is
effective for public entities for fiscal years, and for interim periods within those fiscal years, beginning after
December 15, 2015. The amendments may be applied using a modified retrospective approach or a full retrospective
approach. Early adoption is permitted, including adoption in an interim period. We are currently evaluating the
impact of our adoption of ASU 2015-02, however we do not expect the adoption of ASU 2015-02 to have a material
effect on our consolidated financial statements upon adoption.

In July 2015, the FASB issued ASU No. 2015-11, Simplifying the Measurement of Inventory. ASU 2015-11 applies
to all inventory that is measured using methods other than last-in, first-out or the retail inventory method, including
inventory that is measured using first-in, first-out or average cost. ASU 2015-11 requires entities to measure inventory
at the lower of cost and net realizable value, defined as the estimated selling prices in the ordinary course of business,
less reasonably predictable costs of completion, disposal, and transportation. ASU 2015-11 is effective for public
entities for fiscal years beginning after December 15, 2016, and interim periods with fiscal years beginning after
December 15, 2017. The amendments in ASU 2015-11 should be applied prospectively with earlier application
permitted as of the beginning of an interim or annual reporting period. We do not expect the adoption of ASU 2015-11
to have a material effect on our consolidated financial statements upon adoption.

2.    Fair Value

As discussed in Note 8, under the First and Second Amended Platinum Notes, Platinum-Montaur Life Sciences, LLC
(Platinum) had the right to convert all or any portion of the unpaid principal or unpaid interest accrued on any draws
subsequent to the second quarter of 2013 under the Platinum credit facility into Navidea common stock, under certain
circumstances. In May 2015, Navidea and Platinum executed a Third Amended Platinum Note, which extends
Platinum's right to convert any portion of the unpaid principal or unpaid interest to all draws under the credit facility,
including those made prior to the second quarter of 2013. The Third Amended Platinum Note also changed other
provisions of the Platinum Loan Agreement as discussed further in Note 8. Platinum’s debt instrument, including the
embedded option to convert such debt into common stock, is recorded at fair value on the consolidated balance sheets.
The estimated fair value of the Platinum notes payable is $10.4 million at June 30, 2015.

MT issued warrants to purchase 300 shares of MT Common Stock in connection with the sale of 10 shares of MT
Preferred Stock in March 2015. In accordance with current accounting guidance, the warrants are required to be
accounted for as a derivative liability at fair value, with subsequent changes in fair value included in earnings. The
estimated fair value of the MT warrants is $63,000 at June 30, 2015, and will continue to be measured on a recurring
basis. See Notes 6 and 9.

The following tables set forth, by level, financial liabilities measured at fair value on a recurring basis:
Liabilities Measured at Fair Value on a Recurring Basis as of June 30, 2015

Description

Quoted Prices in
Active Markets for
Identical Liabilities
(Level 1)

Significant Other
Observable Inputs
(Level 2)

Significant
Unobservable Inputs
(Level 3)

Total

Platinum notes payable $— $—
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