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Executive Summary

Most early-stage life sciences companies will eventually need HR infrastructure. The question is not whether to build it.
The question is whether to build it now, under controlled conditions, or later, under pressure.

The answer has a cost attached to it. Organizations that defer HR infrastructure do not avoid the expense. They defer it
to a moment when the price is higher, the conditions are worse, and the tolerance for disruption is lowest. What costs
one unit of effort at incorporation costs three to four at Series A and an order of magnitude more under acquisition
diligence.

This brief examines the composition of HR infrastructure in a life sciences context, the conditions under which deferral is
rational, and the inflection points at which the cost of delay begins to compound. The analysis is drawn from regulatory
requirements, legal precedent, and established principles of quality cost management applied to organizational
development in regulated environments.

The conclusion is direct: build before you need it. The founders who do are not being cautious. They are being
precise.

The Casefor Deferral

The argument for deferring HR infrastructure is straightforward, and it deserves a fair hearing before it is dismantled.

At incorporation, most life sciences companies operate with small teams, founder-driven decisions, and limited external
scrutiny. Every dollar and hour allocated to compliance frameworks, compensation structures, or documentation systems
is a dollar and hour not allocated to the science. In a sector where clinical success is uncertain and capital is finite, that
trade-off is not irrational. It is, in fact, how most founders think, and most of the time, in the earliest stages, informal
systems function well enough.

The problem is not the decision to defer. The problem is the assumption embedded in it: that the cost of building HR
infrastructure is roughly constant over time, and that when the moment arrives, there will be sufficient bandwidth to build
it. Neither assumption holds. The cost is not constant. It compounds. And the moment that triggers the need is almost
always the moment the organization can least afford the distraction.

Defining HR Infrastructurein a Life Sciences Context

HR infrastructure is not a policy manual or an employee handbook. It is the internal operating system that determines
how a company hires, compensates, manages performance, protects intellectual property, and maintains the
documentation required to operate in a regulated environment.

When that system is functioning, it is invisible. Decisions are consistent, defensible, and repeatable. When it is absent,
every people decision becomes a bespoke negotiation, variable, undocumented, and increasingly difficult to justify to an
investor, regulator, or acquirer.
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In life sciences, this has a specific regulatory dimension that other sectors do not share. Under Current Good
Manufacturing Practice regulations, personnel must be qualified through education, training, and experience, and those
qualifications must be documented and maintained (21 CFR §211.25).1 This is not a best practice. It is an enforceable
standard with direct implications for clinical timelines. A deficiency in a personnel qualification file is not an HR problem. It
is a regulatory finding.

The distinction between strategic infrastructure and technical compliance is worth holding clearly. A company can have
excellent hiring instincts and still misclassify a contractor. It can have a thoughtful approach to compensation and still
create pay differentials actionable under the Massachusetts Equal Pay Act.? These are not failures of judgment. They
are failures of system. And they require specific, structured responses, not general organizational good intentions.

FIGURE 1 | HR Infrastructure and Organizational Readiness
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lllustrative comparison of organizational readiness across five enterprise dimensions under proactive versus reactive HR
infrastructure build. McKinsey Organizational Health Index; SHRM benchmarks.

Wherethe Problems Surface

The issues that emerge from absent HR infrastructure follow a recognizable pattern. They are not random. They cluster
around three areas, and they tend to surface at the worst possible moments.

The first is intellectual property. Incomplete or inconsistently executed invention assignment agreements create
ambiguity about who owns what. That ambiguity is rarely visible during the period when it is created. It becomes visible,
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and expensive, during formal diligence, when the acquirer's legal team starts tracing the chain of title on the company's
core assets.

The second is worker classification. The use of independent contractors in early-stage organizations is common and
often appropriate. But the legal standards governing contractor status under federal law and the Massachusetts
Independent Contractor statute are specific and strict. Misclassification is not a technicality. In Massachusetts, it carries
mandatory treble damages.

The third is compensation. Individually negotiated pay decisions accumulate into a compensation structure that no one
designed and that reflects no coherent philosophy. As headcount grows and pay transparency obligations expand, that
accumulated informality becomes a liability that is difficult to remediate without disrupting the people it affects.

The Inflection Points

HR complexity does not increase gradually. It increases in steps, at predictable moments, and the organizations that
understand those moments build ahead of them.

At the seed stage, equity administration becomes a parallel operating requirement. Option grants, vesting schedules,
and 409A compliance must be managed with the same rigor as payroll. The cap table that investors examine during a
Series A diligence process reflects not just the economics of the company but the quality of the systems that produced it.

At Series A, the complexity increases substantially. Performance management, leave administration, and compensation
frameworks all come under scrutiny. In Massachusetts, the Wage Act imposes strict liability for wage violations, including
mandatory treble damages and personal liability for officers and managers with operational control.* Courts have
extended that liability to individuals who participate substantially in financial decision-making, which in a startup context
often means the founders themselves.>

At clinical entry, training documentation and personnel qualification requirements shift from administrative obligations to
active operating controls. They must be complete, current, and inspection-ready.

By Series B and pre-exit, the accumulated effect of every prior decision, or non-decision, becomes fully visible. Acquirers
do not estimate HR risk. They audit it. What they find determines not just whether a transaction closes, but at what price
and under what terms.
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FIGURE 2 | HR Infrastructure Inflection Points and Strategic Variables

Infrastructure Focus Strategic Variable

Initial Hires Offer letters & IP Agreements Baseline ownership & classification
Seed Stage Equity Administration Investor-readiness & 409A

Series A Wage, Hour & Leave Policy Massachusetts Wage Act compliance
Clinical Stage Training Documentation cGMP Personnel Qualification files
Series B / Exit Transactional Diligence Enterprise Value & Purchase Price

Each financing stage introduces distinct infrastructure obligations. Organizations that address these proactively avoid the
compounding effect of deferred remediation.

A Framework for Deciding When and How to Build

The transition from informal practices to structured systems is a leadership decision, not an HR project. The timing of that
decision is determined by three factors.

Threshold Indicators

Three signals indicate the moment when deferral shifts from rational to costly. Fifteen to twenty employees marks the
point at which tribal knowledge becomes an organizational liability. Pre-Series A financing marks the point at which HR
infrastructure becomes a proxy for management quality in the eyes of institutional investors. Entry into GLP or GMP
environments marks the point at which record-keeping deficiencies carry regulatory consequence. Any one of these
triggers warrants action. Two or more make delay untenable.

Priority Sequence

Most organizations should be through Phase | before their first institutional round and through Phase Il before Series A.
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FIGURE 3 | Priority Sequence for HR Infrastructure Build

Phase | Clean IP assignment and confidentiality documentation for every person who has touched the
Foundation science. Defensible worker classification reviewed against federal and state standards.
Compliant offer documentation and onboarding records.

Phase Il Compensation philosophy grounded in market data. Equity administration and 409A compliance.
Alignment Performance management frameworks tied to scientific and operational milestones.

Phase IlI Multi-state governance and pay transparency compliance. Advanced audit readiness and training
Optimization documentation systems aligned with Quality Management requirements.

A phased approach allows organizations to establish foundational systems first and layer capability as complexity increases.

The Remediation Multiplier

The cost of HR infrastructure does not remain constant across the organizational lifecycle. It follows the same curve
documented in systems engineering and quality cost management: correction costs increase by an order of magnitude at
each successive stage.6

At inception, building core systems requires modest capital and creates minimal disruption. The organizational structure
is simple, decisions are few, and there is no external pressure distorting the process.

By Series A, the cost of not having built these systems has begun to compound. Informal compensation decisions have
created disparities that require forensic review to quantify and legal guidance to remediate. Contractor relationships have
accumulated classification risk that must be evaluated and in some cases restructured. These corrections require time,
legal fees, and leadership attention, all in a period when the organization is executing against its most demanding
scientific and operational milestones. The effective cost is three to four times the cost of early implementation when time,
organizational friction, and opportunity cost are fully accounted for.

Under exit diligence, the multiplier reaches an order of magnitude or more. Forensic legal remediation is significantly
more expensive than drafting. Settlement of misclassification claims requires payment of back taxes, penalties, and in
some cases treble damages that early compliance would have eliminated entirely. Most significantly, identified
deficiencies translate directly into deal leakage: purchase price adjustments, indemnification holdbacks, and expanded
representations and warranties that reduce the value of the transaction the organization spent years building toward.

The organizations that build early do not spend more in aggregate. They spend earlier, at lower marginal cost, without
disruption, and without the transaction friction that turns HR problems into valuation problems.
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FIGURE 4 | The Remediation Multiplier

Stage Relative Description

Cost
At Inception Minimal operational disruption. Systems established incrementally under stable
(Build) conditions with full organizational flexibility.
At Series A Forensic review, policy retrofitting, and organizational friction. Remediation
(Retrofit) occurs during a period of peak operational demand.
During Exit Forensic legal remediation, penalties, and potential purchase price adjustments
Diligence conducted under transaction pressure.

(Remediate)

Implementation costs follow an ascending curve relative to organizational maturity. Based on Crosby's Cost of Quality framework;
SHRM M&A diligence benchmarks; McKinsey research on organizational drag.

FIGURE 5 | Implementation Complexity: Proactive vs. Reactive Build
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lllustrative complexity curve across funding stages. Divergence accelerates at Series A and compounds through exit. McKinsey
scaling research; SHRM operational benchmarks.
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Conclusion
The founders who invest in HR infrastructure before they need it are not making a conservative choice. They are making

a precise one.

They understand that the conditions under which these systems are easiest to build — small teams, low complexity,
minimal external pressure — exist only once, and that the cost of deferral is not avoided by deferring. It is deferred to a
moment when the price is higher, the stakes are greater, and the organization has less capacity to absorb it.

Before the first institutional financing round, four systems should be in place: clean IP assignment and confidentiality
documentation for every person who has touched the science; defensible worker classification reviewed against federal
and Massachusetts standards; a compensation structure with documented rationale; and personnel qualification records
capable of surviving regulatory inspection.

These are not sophisticated initiatives. They are the minimum viable infrastructure for a company that intends to raise
capital, enter regulated environments, or be acquired. The organizations that have them arrive at every inflection point
with a structural advantage. The organizations that do not will build the same systems eventually, under pressure, at
higher cost, and at a moment they can least afford the distraction.

Build the backbone before you need it. That is the only version of this decision that does not cost more than it
should.
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ABOUT TRIMAREN HUMAN CAPITAL PARTNERS

Trimaren Human Capital Partners is a life sciences human capital consultancy based in Massachusetts, serving

early-stage biotech and life science organizations from pre-seed through Series C. The firm provides fractional HR
advisory and organizational architecture, embedding within client organizations to build the institutional
infrastructure, talent deployment systems, and strategic capital frameworks required to reach clinical, operational,
and commercial milestones. Trimaren partners with founders and executive teams who recognize that human
capital strategy is a scientific and business imperative.

Organizations navigating these inflection points can schedule a strategic assessment at trimaren.com
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