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Joint Venture: Leading the Finance Side of an Oncology Joint

Venture
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Background:

A finance team member working at a large healthcare services company led the financial aspects of forming a joint
venture with a major healthcare provider. The partnership aimed to combine the two companies' strengths in
oncology research, clinical trials, and cancer care services. The primary objective was to enhance access to oncology
clinical research, accelerate drug development, and expand treatment options for patients within community
oncology practices.

Challenges

1. Valuation and Financial Analysis: The finance team member needed to accurately value the research
division of both companies, assess potential synergies, and project the future revenue growth of the new
joint venture. This involved deep financial modeling to account for research costs, revenue-sharing
structures, and projected savings from combined operations.

2. Structuring the Joint Venture: One of the key challenges was determining the optimal structure of the
joint venture, including ownership percentages, governance models, and financial control mechanisms. The
finance lead needed to assess how different ownership structures would impact the consolidated financials
and cash flows for both companies.

3. Risk Management: Identifying and mitigating risks such as regulatory compliance, operational
integration, and market competition was critical. The finance team member needed to quantify these risks
and develop strategies to address them, including contingency plans for potential operational hurdles.

4. Due Diligence: Conducting a comprehensive financial due diligence process was crucial to validate the
accuracy of the assets, liabilities, and revenue streams of both companies’ oncology research units.

Solution: Financial Strategy and Execution

The finance team member took a structured approach to lead the transaction, ensuring all financial aspects aligned
with the strategic goals of the joint venture.

1. Valuation and Financial Modeling: The finance lead conducted a valuation of the oncology research
units, using multiple approaches including discounted cash flow (DCF) and market comparables. The
analysis included estimating the revenue growth potential of expanding clinical trial access and integrating



services, which laid the groundwork for negotiation and finalization of ownership percentages within the
joint venture.

2. Synergy and Cost-Savings Analysis: Working cross-functionally, the finance team member identified
potential cost-saving opportunities through consolidated operations, shared resources, and enhanced market
access. They quantified the expected synergies and integrated these into the financial models, highlighting
the long-term value creation for both companies.

3. Structuring the Deal: The finance lead recommended an ownership structure that provided strategic
control to one of the companies while ensuring proportional revenue sharing. They crafted the governance
and financial control mechanisms to oversee the joint venture's cash flows, capital investments, and profit
distributions, ensuring transparency and alignment with both partners' financial objectives.

4. Risk Assessment and Mitigation: To address risks, the finance team member developed detailed financial
projections that included sensitivity analyses for various market and operational scenarios. This risk
assessment informed the creation of contingency budgets and integration plans that minimized disruptions
and ensured smooth operational integration.

5. Due Diligence: The finance lead worked with auditors and financial analysts to validate the oncology
research units' financial statements, contractual obligations, and potential liabilities. This process ensured
that all financial data were accurately represented in the final agreement.

Outcomes

1. Successful Joint Venture: The transaction was successfully completed, resulting in the formation of an
oncology-focused joint venture with a strong financial foundation. The new entity positioned itself as a
leader in clinical research, with an expanded network of clinical trials and enhanced data analytics
capabilities.

2. Synergy Realization: The strategic integration of both companies' research units led to cost savings,
improved clinical trial offerings, and broader market access, ultimately driving increased profitability for
the joint venture.

3. Clear Financial Governance: The finance team member's work in structuring the deal and establishing
financial controls ensured transparent governance, aligned financial reporting, and effective cash flow
management within the joint venture.

How can Finstru Rx Finance Help...

This use case demonstrates the critical role finance professionals play in structuring successful joint
ventures. Finstru Rx Finance can provide the expertise needed for complex M&A transactions, including:

e Valuation and Financial Modeling: Delivering comprehensive valuation models to support negotiation
and decision-making.

e Synergy and Cost-Savings Analysis: Identifying and quantifying potential synergies to maximize value in
mergers and partnerships.

e Risk Assessment: Developing financial strategies to mitigate risks and ensure smooth integration.

e Due Diligence: Leading thorough financial due diligence to validate financials and uncover hidden
liabilities.

With Finstru Rx Finance, your company can navigate the complexities of joint ventures and acquisitions,
optimizing both financial outcomes and strategic growth.



